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1ST CONSTITUTION BANCORP
P.O. Box 634

2650 Route 130 North
Cranbury, New Jersey 08512

To Our Shareholders:

         You are cordially invited to attend the Annual Meeting (the �Annual Meeting�) of Shareholders of 1st Constitution Bancorp (the �Company�)
to be held on Thursday, May 16, 2002, at 3:30 p.m., at the main office of the Bank, 2650 Route 130 North, Cranbury, New Jersey.

         At the Annual Meeting, shareholders will be asked to consider and vote upon the following matters:

(1) The election of five Directors to the Company�s Board of Directors. If the Proposal to establish a classified Board of Directors
(Proposal 2) is approved, the five Directors will be elected to serve for a period of one to three years and until their successors
shall have been elected and qualified. If Proposal 2 is not approved, all five Directors will be elected as Directors for a term of one
year;

(2) An amendment to the Certificate of Incorporation to establish a classified Board of Directors, comprised of three classes, each
class to serve for three years;

(3) An amendment to the Certificate of Incorporation to (a) increase the total number of authorized shares of Common Stock from
10,000,000 to 15,000,000 and (b) authorize the issuance of up to 5,000,000 shares of �blank check� Preferred Stock with such rights
and preferences as the Board of Directors may determine;

(4) The ratification of the selection of KPMG LLP as independent auditor of the Company for the 2002 fiscal year; and

(5) Such other business as shall properly come before the Annual Meeting or any adjournment thereof.
         The Board of Directors of the Company believes that each of the proposals being submitted to the shareholders is in the best interest of the
Company and its shareholders and urges you to vote in favor of each of these proposals.

Very truly yours,
      /s/Robert F. Mangano
Robert F. Mangano
President and Chief Executive Officer   
Cranbury, New Jersey
March  21, 2002  

IMPORTANT: THE PROMPT RETURN OF PROXIES WILL SAVE YOUR COMPANY THE EXPENSE OF FURTHER REQUESTS FOR
PROXIES IN ORDER TO INSURE A QUORUM AT THE ANNUAL MEETING. A STAMPED SELF-ADDRESSED ENVELOPE IS
ENCLOSED FOR YOUR CONVENIENCE

Edgar Filing: 1ST CONSTITUTION BANCORP - Form DEF 14A

Table of Contents 6



Table of Contents

1ST CONSTITUTION BANCORP
P.O. Box 634

2650 Route 130 North
Cranbury, New Jersey 08512

NOTICE OF ANNUAL MEETING OF SHAREHOLDERS
TO BE HELD MAY 16, 2002

         Notice is hereby given that the Annual Meeting (the �Annual Meeting�) of Shareholders of 1st Constitution Bancorp (the �Company�) will be
held at the main office of the Company, 2650 Route 130 North, Cranbury, New Jersey on Thursday, May 16, 2002, at 3:30 p.m., for the purpose
of considering and voting upon the following matters:

(1) The election of five Directors to the Company�s Board of Directors. If the Proposal to establish a classified Board is approved, the
five Directors will be elected to serve for a period of one to three years and until their successors shall have been elected and
qualified. If Proposal 2 is not approved, all five Directors will be elected as Directors for a term of one year;

(2) An amendment to the Certificate of Incorporation to establish a classified Board of Directors, comprised of three classes, each
class to serve for three years;

(3) An amendment to the Certificate of Incorporation to (a) increase the total number of authorized shares of Common Stock from
10,000,000 to 15,000,000 and (b) authorize the issuance of up to 5,000,000 shares of �blank check� Preferred Stock with such rights
and preferences as the Board of Directors may determine;

(4) The ratification of the selection of KPMG LLP as independent auditor of the Company for the 2002 fiscal year; and

(5) Such other business as shall properly come before the Annual Meeting or any adjournment thereof.
         Shareholders of record at the close of business on March 21, 2002 are entitled to notice of and to vote at the Annual Meeting. Whether or
not you contemplate attending the Annual Meeting, it is suggested that the enclosed Proxy be executed and returned to the Company. You may
revoke your Proxy at any time prior to the exercise of the Proxy by delivering to the Company a later Proxy or by delivering a written notice of
revocation to the Company.

BY ORDER OF THE BOARD OF DIRECTORS
      /s/Robert F. Mangano   ROBERT F. MANGANO
President and Chief Executive Officer
Cranbury, New Jersey
March  21, 2002  

IMPORTANT-PLEASE MAIL YOUR PROXY PROMPTLY

         You are urged to sign and return the enclosed Proxy to the Company promptly in the envelope provided so that there may be sufficient
representation at the Annual Meeting.

         The date of this Proxy Statement is March  21, 2002.
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1ST CONSTITUTION BANCORP
P.O. Box 634

2650 Route 130 North
Cranbury, New Jersey 08512

PROXY STATEMENT FOR ANNUAL MEETING
OF SHAREHOLDERS TO BE HELD ON MAY 16, 2002

GENERAL PROXY STATEMENT INFORMATION

         This Proxy Statement is furnished in connection with the solicitation of proxies by the Board of Directors for use in the Company�s Annual
Meeting to be held on May 16, 2002, at 3:30 p.m., at the main office of the Company, 2650 Route 130 North, Cranbury, New Jersey (the �Annual
Meeting�).

         The first date on which this Proxy Statement and the enclosed form of Proxy are being sent to the shareholders of the Company is on or
about March  21, 2002.

         1st Constitution Bank is a subsidiary of the Company and is sometimes referred to as the �Bank�.

         The following is a summary of certain information contained in this Proxy Statement. This summary is qualified in its entirety by the more
detailed information appearing elsewhere in this Proxy Statement. Shareholders should carefully read this Proxy Statement.

Outstanding Securities and Voting Rights

         The close of business of the Company on March 21, 2002, has been fixed by the Board of Directors as the record date and hour for
determining shareholders entitled to notice of and to vote at the Annual Meeting (the �Record Date�). Only shareholders of record as of that date
and hour will be entitled to notice of, and to vote at, the Annual Meeting.

         On the Record Date, 1,397,895 shares of Common Stock were issued and outstanding and eligible to be voted at the Annual Meeting. Each
share of Common Stock is entitled to one vote per share at the Annual Meeting.

         If a proxy is properly signed by a shareholder and is not revoked, the shares represented thereby will be voted at the Annual Meeting in the
manner specified on the proxy, or if no manner is specified with respect to any matter therein, such shares will be voted by the persons
designated therein (a) �FOR� the election of five directors named below; (b) �FOR� the amendment to the Certificate of Incorporation to establish a
classified Board of Directors, comprised of three classes, each class to serve for three years; (c) �FOR� the amendment of the Certificate of
Incorporation to increase the total number of authorized shares of Common Stock from 10,000,000 to 15,000,000 and authorize the issuance of
up to 5,000,000 shares of �blank check� Preferred Stock with such rights as to the Board of Directors may determine; (d) �FOR� the ratification of
the selection of KPMG LLP as the Company�s independent auditors for the fiscal year ending December 31, 2002 and (e) in connection with the
transaction of such other business as may properly be brought before the meeting, in accordance with the judgment of the person or persons
voting the proxy. If any of the nominees for director is unable to serve or for good cause will not serve, an event that is not anticipated by the
Company, the shares represented by the accompanying proxy will be voted for a substitute nominee designated by the Board of Directors.
Should any other matters properly come before the Annual Meeting, the persons named as proxies will vote upon such matters according to their
discretion, unless the shareholder otherwise specifies in the Proxy.

         At the Annual Meeting, unless otherwise required by the New Jersey Business Corporation Act or the Company�s Certificate of
Incorporation, the affirmative vote of a plurality of the shares voted is required to elect a
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director and the affirmative vote of a majority of the shares voted is required to approve Proposals 2, 3 and 4. Votes will NOT be considered cast
if the shares are not voted for any reason, including an abstention indicated as such on a written proxy or ballot, directions are given in a written
proxy to withhold votes, or if the votes are withheld by a broker. Votes cast, either in person or by proxy, will be tabulated by Registrar &
Transfer Company, our transfer agent.

Revocability of Proxies

         Any shareholder giving a Proxy has the right to attend and vote at the Annual Meeting in person. A Proxy may be revoked prior to the
Annual Meeting by sending written notice of revocation or a duly executed Proxy bearing a later date to the Company at 2650 Route 130 North,
Cranbury, New Jersey 08512, Attention: Corporate Secretary. A Proxy may be revoked at the Annual Meeting by filing written notice of such
revocation with the Secretary of the Annual Meeting prior to the voting of such Proxy.

Solicitation of Proxies

         This proxy solicitation is being made by the Board and the cost of the solicitation will be borne by the Company. In addition to the use of
the mails, proxies may be solicited personally or by telephone or telegraph by officers, Directors and employees of the Company, who will not
be specially compensated for such solicitation activities. Arrangements may be made with brokerage houses and other custodians, nominees and
fiduciaries for forwarding solicitation materials to the beneficial owners of Common Stock held of record by such persons and the Company will
reimburse such persons for their reasonable expenses incurred in forwarding the materials.

PROPOSAL 1�ELECTION OF DIRECTORS

         Under the current charter documents, all directors of the Company are elected annually unless no annual meeting of shareholders� is held, in
which event the directors serve until their successors are duly elected and qualified. However, if the classified board of directors proposal
(Proposal 2) to be voted on at this Annual Meeting is approved by the shareholders, three separate classes of directors, designated as Class I,
Class II and Class III, will be elected at the Annual Meeting. The one Director nominated for Class I will serve for a one-year term expiring in
2003, the two directors nominated for Class II will serve for a two�year term expiring in 2004, and the two directors nominated for Class III will
serve for a three-year term expiring in 2005, and in each case until their successors shall be duly elected and qualified. At each annual meeting
of shareholders subsequent to the Annual Meeting one class of directors will be elected to succeed those directors in the class whose terms then
expire, for terms expiring at the third succeeding annual meeting of shareholders. All of the nominees are currently directors of the Company
whose term as directors expires at the Annual Meeting. If Proposal 2 is not approved, 5 Directors will be elected at the Annual Meeting as one
class, each Director to hold office until the next annual meeting of shareholders and until his successor is elected and qualified.

         The number of nominees was determined by the Board of Directors pursuant to the Company�s By-Laws. If, for any reason, any of the
nominees becomes unavailable for election or service on the Board, the proxy solicited by the Board will be voted for such substituted
nominee(s) as is (are) selected by the Board or the size of the Board may be reduced. The Board believes that the named nominees are available,
and, if elected, will be able to serve.

2
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DIRECTORS AND EXECUTIVE OFFICERS

         The names of the nominees for election to the Board, the class into which such Director will be elected if Proposal 2 is approved, and
certain information about them are set forth in the following table. The following table also lists the executive officers of the Company and the
position they held with the Company.

Name and Position with
the Company (other than

Director) Age Class
Director

Since Principal Occupation

Charles S. Crow, III 52 I 1999 Attorney, Crow & Associates,
          Princeton,
NJ             Edward D.
Knapp,  67 III  1999 Chairman
of the Board and LoanChairman
of the Board            Review
Officer of 1st
Constitution          Bank/Cranbury,
NJ             Robert F. Mangano,  
56  III  1999  President and
Chief ExecutivePresident and
Chief         Officer, 1st
ConstitutionExecutive
Officer         Bank/Cranbury,
NJ             William M. Rue,
C.P.C.U.  
54  II  1999  President, Rue
Insurance/Trenton,
NJ                        Frank E .
Walsh, III   34  II  1999  V.P.,
Jupiter Capital
Management/Morristown,
NJ             Joseph M. Reardon,
Vice   49     N.A.  Vice President
and Treasurer 1stPresident and
Treasurer         Constitution
Bank/Cranbury, NJ

Directors

         Set forth below is the name of, and certain biographical information regarding, the directors of the Company.

Charles S. Crow, III is a partner in the law firm of Crow & Associates in Princeton, New Jersey since December 1, 1998 and prior to that
was a partner in the law firm of Crow & Tartanella in Somerset, New Jersey from January 1, 1992 to November 30, 1998.

Edward D. Knapp is the Chairman of the Board and has been Chairman of the Bank since 1995. He is the Loan Review Officer of the
Bank. He is the retired President and Chief Executive Officer of First Fidelity Bank, N.A., New Jersey. He began his career at First Fidelity in
1956, was elected its president in 1978, and retired in 1990.

Robert F. Mangano is the President and Chief Executive Officer of the Company and of the Bank. Prior to joining the Bank in 1996,
Mr. Mangano was President and Chief Executive Officer of Urban National Bank, a community bank in the northern part of New Jersey for a
period of three years and a Senior Vice President of another bank for one year. Prior to that he held a senior position with the Midlantic
Corporation for 21 years. He is a Director of the Englewood Hospital Medical Center and serves as Vice Chairman of the Board. Mr. Mangano
is on the Executive Board of the George Washington Council of the Boy Scouts of America and has served as Treasurer of the John Harms
Theater.
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William M. Rue, C.P.C.U. is President of Rue Insurance in Trenton, New Jersey. He is also a director of Selective Insurance Group. He has
been a Chartered Property Casualty Underwriter since 1972 and an Associate in Risk Management since 1994. Mr. Rue also serves as a trustee
of Rider University and a director of the Robert Wood Johnson University Hospital at Hamilton. He is a member of the Cranbury Township
Zoning Board of Adjustment.

Frank E. Walsh, III has been a Vice President of Jupiter Capital Management (�Jupiter�) based in Morristown, New Jersey, since 1991.
Jupiter, and its affiliated entities, make investments across numerous asset

3
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classes for their clients. Prior to joining Jupiter, Mr. Walsh was an analyst for Kidder Peabody, Inc., in New York City. In addition to the
Company�s Board, Mr. Walsh serves as a director for several other charitable and for-profit boards.

         No Director of the Company is also a director of any company registered pursuant to Section 12 of the Securities Exchange Act of 1934 or
any company registered as an investment company under the Investment Company Act of 1940.

         All of the above directors of the Company also serve as directors of the Bank.

Other Position

         Set forth below is the name of, and certain biographical information regarding, the additional principal officer of the Company who does
not also serve as a director of the Company.

Joseph M. Reardon is the Vice President and Treasurer of the Company and the Bank. Prior to joining the Bank in May 2000, Mr. Reardon
held financial executive positions with a number of firms including most recently 13 years with B.M.J. Financial Corp., a bank holding company
ending in April 1997. Mr. Reardon briefly retired from April 1997 to April 1998. He came out of retirement to act as chief financial officer of
the New Jersey State Aquarium at Camden, a position he held until April 2000.

Board Meetings; Committees of the Board

         The Board held 4 meetings during 2001. The full Board functions as the Nominating Committee of the Company. During 2001, the
Company appointed an Audit Committee, which held 1 meeting in 2001. Each director attended at least 75% of all meetings of the Board and all
committees to which he was assigned. There are no other standing committees of the Board of Directors.

Audit Committee. The Audit Committee periodically reviews the Company�s auditing practices and procedures and makes recommendations to
management or to the Board of Directors as to any changes to such practices and procedures deemed necessary from time to time to comply with
applicable auditing rules, regulations and practices and recommends independent auditors for the Company.

Members: Charles S. Crow, III, William M. Rue and Frank E. Walsh, III.

STOCK OWNERSHIP OF MANAGEMENT
AND PRINCIPAL SHAREHOLDERS

         The following table sets forth information concerning the beneficial ownership of the Company�s Common Stock as of March 21, 2002 by
each Director, by all Directors and Executive Officers as a group, and by any individual or group owning 5% or more of the Company�s Common
Stock. Except as set forth in the table, the Company knows of no person or group that beneficially owns 5% or more of the Company�s Common
Stock. Unless otherwise specified, all persons listed below have sole voting and investment power with respect to their shares of Company
Common Stock.

Number of Shares
Percent

of

Name of Beneficial Owner
Beneficially Owned

(a) Stock

Charles S. Crow, III 5,637(b) *
Edward D. Knapp
  25,676(c)  1.8%
Robert F. Mangano
  75,704(d)  5.1%
William M. Rue, C.P.C.U.
  42,651(e)  3.0%
Frank E. Walsh, III
  65,713(f)  4.7%
Greater Community Bancorp
  77,829(g)  5.5%
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All Directors and Executives Officers of the Company as a Group (5
Persons)
  215,381(h)  14.5%
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(a) The securities �beneficially owned� by an individual are determined in accordance with the definition of �beneficial interest� set
forth in the regulations of the Securities and Exchange Commission and, accordingly, may include securities owned by or for,
among others, the wife and/or minor children of the individual and any other relative who has the same home as individual, as
well as other securities as to which the individual has or shares voting investment power. Beneficial ownership may be
disclaimed as to some of the shares. A person is also deemed to beneficially own shares of Company Common Stock which
such person does not own but has a right to acquire presently or within the next sixty (60) days.

(b) Includes
options to
purchase
2,315 shares
of Company
Common
Stock, 1,214
shares of
Company
Common
Stock held by
Crow &
Tartanella
Profit Sharing
Plan and
1,214 shares
of Company
Common
Stock held by
Crow Family
Associates,
LLC and
excludes
options for
525 shares
which will
vest on
December 20,
2002.(c) (i) Includes
5,344 shares
of Company
Common
Stock held by
Mr. Knapp�s
wife, options
to purchase
5,788 shares
of Company
Common
Stock, of
which 3,472
are currently
exercisable
and included
in the table,
and a grant of
1,102 shares
of Restricted
Stock, of
which 262 has
vested and is
included in the
table, the
balance is
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subject to
vesting based
on continued
service, and
(ii) excludes
1,525 shares
of restricted
stock granted
December 20,
2001, subject
to vesting over
4 years.(d) Mr. Mangano
owns 5,129
shares
directly. The
amount in the
table also
includes
options to
purchase
70,575 shares
of Company
Common
Stock and
excludes
options to
acquire 4,630
shares of
Company
Common
Stock that are
not currently
exercisable.(e) (i) Includes
3,011 shares
of Company
Common
Stock held by
or on behalf of
Mr. Rue�s
children and
includes
options to
purchase
2,315 shares
of Company
Common
Stock, and
(ii) excludes
option for 525
shares which
will vest on
December 20,
2002.(f) (i) Includes
62,163 shares
of Company
Common
Stock owned
by Waterville
Partners, L.P.,
over which
Mr. Walsh
may be
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deemed to
have
beneficial
ownership and
includes
options to
purchase
2,315 shares
of Company
Common
Stock and
(ii) excludes
options to
purchase 525
shares which
will vest
December 20,
2002.(g) Based
on Form 13G
and filed by
such person
on
November 6,
2001.(h) Includes
options to
purchase
80,992 shares
of Company
Common
Stock.* less
than 1%
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EXECUTIVE COMPENSATION

         The following table is a summary of certain information concerning compensation during the last three fiscal years paid to the Company�s
President and Chief Executive Officer (the only executive officer whose total cash compensation exceeded $100,000).

SUMMARY COMPENSATION TABLE

Annual Compensation
Long Term

Compensation

Securities

Name and Principal Other Annual
underlying

Stock Other

Position Year Salary and Bonus Compensation
Option
Grants Compensation

Robert F. Mangano, 2001 $338,170(1) $11,085(2) � $12,206(4)
President and Chief

Executive Officer

  2000  $274,000(1) $11,032(2)  �   � 

  1999  $270,000(1) $10,552(2)  11,576(3)  � 

(1) Includes bonus accrued for services performed in the year indicated but paid in the following year.
(2) Includes
the value of
life insurance
in excess of
$50,000 and
an annuity
contract.(3) As
adjusted for a
5% stock
dividend
declared on
December 20,
2001.(4) Represents
Company
contribution
under 401(k)
Plan.
During 2001, no stock options were granted or exercised by, and no restricted stock was awarded to, the person named in the table.

Director Compensation

         Non-employee directors of the Company do not receive a cash fee based upon Board and/or committee meetings attended; however, such
non-employee directors who are directors of the Board of the Bank were compensated for services rendered in that capacity in 2000 at the rate of
$250 per Bank Board meeting and $250 per committee meeting attended. The Company paid a total of $11,750 to its non-employee directors for
2001. During 2001, the Company granted 1,575 shares of Restricted Stock to Edward D. Knapp, Chairman of the Board, and granted options to
acquire 525 shares of Common Stock to each of the non-employee directors under the Plan and Directors Plan, respectively, discussed below
and in each case subject to vesting based on continued service and adjusted for the stock dividend declared on December 20, 2001.
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Employment Agreements

         The Company entered into a three year employment agreement with Mr. Mangano, its President and Chief Executive Officer, dated as of
April 22, 1999 (the �Employment Agreement�). The term of the employment agreement is subject to automatic one year extensions unless
terminated. The Employment Agreement provided for a base salary of $180,000 per annum or such higher rate as the Board may thereafter
establish. The Employment Agreement also provides for: (i) participation by Mr. Mangano in the Company�s stock option plans, (ii) the creation
of a bonus plan for Mr. Mangano, and (iii) participation in the Company�s employee benefit plans. The Employment Agreement may be
terminated in the event of the death or Disability (as defined in the Employment Agreement) of Mr. Mangano or for Just Cause (as defined in the
Employment Agreement). The Employment Agreement further provides for the payment of certain amounts to Mr. Mangano upon a change of
control of the Company, as more fully described in such agreement. Mr. Mangano is subject to a covenant not to compete for one year following
the termination or discontinuation of his employment with the Company.

6
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Stock Option Plans

(a)  Key Employee Plan and 1996 Stock Option Plan.

         The Bank�s 1990 Employee Stock Option Plan for Key Employees, as amended (the �Key Employee Plan�), was adopted by the Board of the
Bank and approved by the shareholders of the Bank in March 1990. The Bank�s 1996 Employee Stock Option Plan (the �Stock Option Plan�) was
adopted by the Board and approved by the shareholders in March 1997. In 1999 as part of the formation of the bank holding company, the Key
Employee Plan and the Stock Option Plan (collectively, the �Option Plans�) was each amended so that no further grants may be made under the
Option Plans. In addition, each Option Plan was amended to provide that each option to purchase one share of Bank Common Stock was
converted into an option to purchase one share of Company Common Stock and that such plans will be administered by a committee of the
Board of Directors of the Company rather than a committee of the Board of Directors of the Bank.

         As of the date of this Proxy Statement, options for 38,524 shares (as adjusted for all stock dividends) were outstanding under the Key
Employee Plan, and options for 55,868 shares (as adjusted for all stock dividends) were outstanding under the Stock Option Plan.

(b)  Employee Stock Option Plan

         The Employee Stock Option and Restricted Stock Plan (the �Plan�) was adopted by the Board of the Company and approved by the
shareholders in April 2000. Under the Plan, the Company may issue stock options (�Options�) for up to 220,500 shares of its Common Stock
(�Shares�) to eligible employees, independent contractors, agents and consultants of the Company and its subsidiaries, but excluding
non-employee directors of the Company, to aid in attracting and retaining employees, independent contractors, agents and consultants, and to
closely align their interests with those of shareholders. The Company may also issue shares of Company Common Stock under the Plan (the
�Restricted Stock�) as a bonus to any employee for such consideration as determined by the committee in accordance with applicable laws.

         The Plan is administered by a committee of the Board of the Company, which consists of all members of the Board who are not eligible to
receive options under the Plan and who are outside directors. The committee determines the terms of each grant under the Plan. Under the Plan,
the option price must equal the fair market value of the Company Common Stock at the time of grant, and the term of any option cannot exceed
10 years from the date of the grant. The number of shares of Company Common Stock covered by the Plan, and the amount and option price for
each outstanding option shall be proportionally adjusted for any increase or decrease in the number of issued shares of Company Common Stock
resulting from the subdivision or consolidation of shares or the payment of a stock dividend or any other increase or decrease in the number of
shares effected without receipt of consideration by the Company.

         As of the date of this Proxy Statement, options for 5,767 shares (as adjusted for all stock dividends) were outstanding under the Plan and
2,625 shares of Restricted Stock, subject to vesting based on continued service, have been granted under the Plan.

(c)  Directors Plan

         The Board has adopted a Directors Stock Option and Restricted Stock Plan for nonemployee directors (the �Directors Plan�). The Directors
Plan provides for options to purchase a total of not more than 57,881 shares of Company Common Stock by nonemployee directors of the
Company and its subsidiaries, including the Bank. As of the date of this Proxy Statement, options for 26,488 shares (as adjusted for all stock
dividends) were outstanding under the Directors Plan.

         The Directors Plan is administered by a committee of the Board of the Company, comprised of two (2) members of the Board who are
outside directors, which determines the terms of each grant under such Directors Plan. Under the Directors Plan, the option price must equal the
fair market value of the Company Common Stock at the time of grant, and the term of any option cannot exceed 10 years from the date of the
grant. The number of shares of Company Common Stock covered by the Directors Plan, and the amount and option price for each
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outstanding option shall be proportionally adjusted for any increase or decrease in the number of issued shares of Company Common Stock
resulting from the subdivision or consolidation of shares or the payment of a stock dividend or any other increase or decrease in the number of
shares effected without receipt of consideration by the Company.

Report of the Audit Committee of the Board of Directors

         The Audit Committee of the Board of Directors of the Company is comprised of three independent directors appointed by the Board of
Directors (each of whom is independent under applicable rules of the National Association of Securities Dealers) and operates under a charter
which was adopted in 2001 (see Exhibit A to this Proxy Statement). The Audit Committee recommends to the Board of Directors, subject to
stockholder ratification, the selection of the Company�s independent accountants.

         Management is responsible for the Company�s internal accounting and financial controls and the financial reporting process. The
Company�s independent accountants are responsible for performing an independent audit of the Company�s consolidated financial statements in
accordance with auditing standards generally accepted in the United States of America and for issuance of a report thereon. The Committee�s
responsibility is to monitor and oversee these processes and report its findings to the full Board.

         In overseeing the preparation of the Company�s financial statements, the Committee met with both management and the Company�s
independent accountants to review and discuss all financial statements prior to their issuance and to discuss significant accounting issues.
Management represented to the Committee that all financial statements were prepared in accordance with accounting principles generally
accepted in the United States of America. The Committee�s review included discussion with the outside accountants of matters required to be
discussed pursuant to Statement on Auditing Standards No. 61 (Communication with Audit Committees).

         With respect to the Company�s outside accountants, the Committee discussed with KPMG LLP matters relating to its independence,
including the disclosures made to the Committee as required by the Independence Standards Board Standard No. 1 (Independence Discussions
with Audit Committees) and whether the additional services provided by KPMG LLP to the Company were compatible with maintaining their
independence. The Committee determined that such services were so compatible.

         Finally, the Committee continued to monitor the scope and adequacy of the Company�s internal auditing program, including proposals for
adequate staffing and to strengthen internal procedures and controls where appropriate.

         On the basis of the foregoing described reviews and discussions, the Committee recommended to the Board of Directors that the Board
approve for inclusion of the Company�s audited financial statements in the Company�s Annual Report in Form 10-KSB for the fiscal year ended
December 31, 2001, for filing with the Securities and Exchange Commission.

         Members of the Audit Committee

Charles S. Crow, III, William M. Rue and Frank E. Walsh, III

Audit and Related Fees

Audit Fees. The aggregate fees billed by KPMG LLP for professional services for the audit of the Company�s annual consolidated financial
statements for fiscal 2001 and the review of the financial statements included in the Form 10-QSB for fiscal 2001 were $56,600.

Financial Information Systems Design and Implementation Fees. There were no fees billed by KPMG LLP to the Company for
financial information systems design and implementation fees for fiscal 2001.

All Other Fees. The aggregate fees billed to the Company for all other services rendered by KPMG LLP for fiscal 2001 were $12,500.
Such services pertained the review of the financial statements included in the Form 10-SB. The Audit Committee has considered the
compatibility of non-audit services with the accountants� independence.
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Certain Transactions with Management

         The Company, through its subsidiary the Bank, has had, and expects in the future to have, banking transactions in the ordinary course of
business with its directors and executive officers (and their associates) on substantially the same terms as those prevailing for comparable
transactions with others. William M. Rue, a director of the Company and the Bank and a shareholder of the Company, owns 25% of a real estate
partnership which is subject to a mortgage in favor of the Bank. All loans by the Bank to such persons (i) were made in the ordinary course of
business; (ii) were made on substantially the same terms, including interest rates and collateral, as those prevailing at the time for comparable
transactions with other persons; and (iii) did not involve more than the normal risk of collectibility or present other unfavorable features. As of
December 31, 2001, the Bank had total loans and loan commitments outstanding to directors and executive officers and their affiliates of
approximately $3.9 million, or approximately 22.3% of total shareholder�s equity at that date.

         During 2001, Constitution Center, LLC sold, to an independent third-party, the building in which the Company and the Bank lease their
respective principal offices. The sale of the building was subject to the existing lease of the Bank and the Company. Constitution Center, LLC, is
a limited liability company of which certain Company and Bank directors are members. William M. Rue, a director of the Company and the
Bank, and a shareholder of the Company is the owner of a 1% interest in the Constitution Center, LLC. The aggregate monthly rental paid for
the principal offices during 2001 was $17,157 plus real estate taxes and certain common space charges. Mr. Rue is also the President of Rue
Insurance which provides property, liability, workers compensation and health insurance for the Bank.

Required Vote

         Directors will be elected by a plurality of the votes cast at the Annual Meeting whether in person or by Proxy.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE IN FAVOR OF ITS NOMINEES FOR DIRECTOR.

PROPOSAL 2
APPROVAL OF A CLASSIFIED BOARD OF DIRECTORS

         The Company�s Board of Directors has unanimously approved and recommended that the shareholders of the Company adopt an
amendment to Article Sixth to the Certificate of Incorporation to provide for the classification of the Board of Directors into three classes of
directors with staggered terms of office (the �Classified Board Proposal�).

         The Company�s By-Laws now provide that all directors are to be elected annually for a term of one year. New Jersey law permits
provisions in a certificate of incorporation or by-law approved by stockholders that provide for a classified board of directors. The proposed
classified board amendment to the Certificate of Incorporation, described in Exhibit B to this Proxy Statement, and conforming amendments to
the By-Laws would provide that directors will be classified into three classes, as nearly equal in number as possible. One class would hold office
initially for a term expiring at the 2003 Annual Meeting; another class would hold office initially for a term expiring at the 2004 Annual
Meeting; and another class would hold office initially for a term expiring at the 2005 Annual Meeting. At each Annual Meeting following this
initial classification and election, the successors to the class of directors whose terms expire at that meeting would be elected for a term of office
to expire at the third succeeding Annual Meeting after their election and until their successors have been duly elected and qualified. See �Election
of Directors� as to the composition of each class of directors if this proposal is adopted.

         Under New Jersey law, directors chosen to fill vacancies on a classified board shall hold office until the next election of the class for which
such directors shall have been chosen, and until their successors are elected and qualified. Accordingly, if the classified board proposal is
approved by the stockholders, conforming By-Law provisions will be implemented. Presently, all directors of the Company are elected annually
and all of the directors
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may be removed, with or without cause, by a majority of the vote cast by holders entitled to vote for the election of directors. Cumulative voting
is not authorized by the Certificate of Incorporation.

         The Board believes that classification of the Board will promote continuity of membership and stability of management and policies.
Following adoption of the classified Board structure, at any given time at least approximately two-thirds of the members of the Board will
generally have had experience as directors of the Company. The Board believes that this will facilitate long-range business planning, strategic
planning and policy making and will have a positive impact on customer and employee loyalty. In particular, the Company believes that a
classified Board of Directors will permit the Company to more effectively represent the interests of all of its stockholders in a variety of
situations, including responding to circumstances which might be created by demands or actions of a single stockholder or stockholder group,
than might be the case if the Board of Directors were not classified and a measure of continuity from year to year were not thereby assured.

         The proposed classified Board amendment will have the effect of making it more difficult for stockholders to change the composition of
the Board in a relatively short period of time since at least two annual meetings will be required to be held in order to effect a change in the
majority of the members of the Board. In addition, the classification of the Board may result in the then incumbent directors of the Company
retaining their positions even though a person holding a majority of shares might desire a change.

Required Vote

         In order to be adopted, this proposal must receive the affirmative vote of a majority of the votes cast by the holders of shares of Common
Stock entitled to vote thereon.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR APPROVAL OF A CLASSIFIED BOARD OF DIRECTORS.

PROPOSAL 3 � AUTHORIZATION OF COMMON STOCK AND PREFERRED STOCK

         The Company�s Board of Directors has unanimously approved and recommended that the shareholders of the Company adopt an
amendment to Article Third to the Certificate of Incorporation to (a) increase the total number of authorized shares of Common Stock from
10,000,000 to 15,000,000 and (b) authorize the issuance of up to 5,000,000 shares of preferred stock with such rights and preferences as the
Board may determine (the �Stock Proposal�). The Board of Directors believes that increasing the number of shares of Common Stock authorized
for issuance and authorizing the Board to issue �blank check� preferred stock will provide additional flexibility and enable the Company to raise
capital and accomplish other corporate objectives in response to market conditions or growth opportunities as and when they become available.

Increase in Number of Shares of Common Stock Authorized for Issuance

         It is proposed to increase the number of shares of Common Stock authorized for issuance from 10,000,000 to 15,000,000 shares. The
proposed increase in the number of shares authorized for issuance will provide the Company with the flexibility necessary to enable it to
(a) raise additional capital through one or more public offerings or private placements of shares of Common Stock or options, warrants,
convertible debt, convertible preferred stock, or other securities exercisable or convertible into shares of Common Stock, (b) acquire additional
assets or businesses by using shares of Common Stock for a portion or all of the consideration paid to sellers; (c) attract and retain directors,
officers, and key employees and motivate such persons to exert their best efforts on behalf of the Company by issuing options to acquire shares
of Common Stock or shares of restricted Common Stock (d) make stock dividends to existing stockholders. The Board of Directors believes that
the proposed increase in the number of authorized shares of Common Stock could be an important factor in the Company�s ability to raise capital
and is appropriate and in the best interest of the Company and its shareholders. Upon the adoption by the shareholders of the proposed
amendment to the Certificate of Incorporation and the filing of a Certificate of Amendment with the New Jersey Department of the Treasury, the
authorized shares of Common Stock will be available for issuance by action of the Board of Directors for any of the reasons described above or
for any other corporate purpose. Except as provided under New Jersey law or as may be required by the rules of the National
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Association of Security Dealers for Nasdaq National Market securities, no further shareholder approval will be required before the Company can
complete any of the transactions.

Authorization of Preferred Stock

         Currently, the Company is not authorized to issue preferred stock. If the amendment is adopted by the shareholders of the Company, the
shares of preferred stock will be available for issuance from time to time for such purposes and consideration as the Board may approve. No
further vote of the shareholders of the Company will be required, except as provided under New Jersey law or the rules of the National
Association of Security Dealers for Nasdaq National Market securities. The Board of Directors believes that it is advisable to increase the
Company�s authorized capital to include a class of preferred stock in order to increase the Company�s flexibility to engage in preferred stock
financings that the Board of Directors believes are favorable to the Company.

         The Company�s preferred stock would be �blank check� preferred stock and may have such terms, including dividend or interest rates,
conversion prices, voting rights, redemption prices, maturity dates, and other rights, preferences and limitations, as determined by the Board in
its sole discretion. The Board also has the sole authority to issue such shares of preferred stock to whomever and for whatever purposes it may
deem appropriate.

Potential Effects of the Proposed Amendment

         In deciding whether to issue additional shares of Common Stock or shares of preferred stock, the Board of Directors will carefully consider
the terms of such capital stock and the effect of the issuance on the operating results of the Company and it existing shareholders. With the
exception of stock dividends, issuances of Common Stock or one or more series of preferred stock may result in dilution to the investments of
existing shareholders. In addition, issuances of Common Stock or preferred stock could be used to discourage or make it more difficult for a
person to acquire control of the Company or remove management. The Board of Directors did not propose this amendment for the purpose of
discouraging mergers or changes in control of the Company.

         In accordance with the bank holding company regulations, Greater Community Bancorp has made an application to acquire up to 9.9% of
the Common Stock of the Company. The Company is not aware of any specific effort to obtain control of the Company by means of a merger,
tender offer, solicitation, or otherwise.

         The text of the Article Third as it would read assuming adoption of the Stock Proposal is set forth under �Stock Amendment� on Exhibit C
attached hereto. Shareholders are urged to read Exhibit C carefully.

         The Board has no present intention of issuing any shares of Common Stock or preferred stock. None of the Directors and executive officers
of the Company has any financial or other personal interest in the Stock Proposal.

Required Vote

         The adoption of the Stock Proposal requires the affirmative vote of a majority of the votes cast by shareholders of Common Stock entitled
to vote thereon.

THE BOARD UNANIMOUSLY RECOMMENDS A VOTE FOR THE STOCK PROPOSAL.
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PROPOSAL 4 � RELATIONSHIP WITH INDEPENDENT
CERTIFIED PUBLIC ACCOUNTANTS

         The firm of KPMG LLP, independent certified public accountants, has audited the books and records of the Company for 2001. The Board
has selected KPMG LLP as the Company�s independent certified public accountants for the 2002 fiscal year. This nomination is being presented
to the stockholders for ratification at the Annual Meeting. KPMG LLP has advised the Company that one or more of its representatives will be
present at the Annual Meeting to make a statement if they so desire and to respond to appropriate questions.

Required Vote

         The affirmative vote of the majority of votes cast is required to ratify the Board�s selection.

THE BOARD UNANIMOUSLY RECOMMENDS RATIFICATION OF THE SELECTION OF AUDITORS.

OTHER MATTERS

         The Board is not aware of any other matters that may come before the Annual Meeting. However, in the event such other matters come
before the meeting, it is the intention of the persons named in the Proxy to vote on any such matters in accordance with the recommendation of
the Board.

ADDITIONAL
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