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Independent Auditors' Report

The Honorable Mayor and Members
of the Township Committee
Township of Franklin

Pittstown, New Jersey

Report on the Financial Statements

We have audited the financial statements — regulatory basis - of the various funds of the Township of Franklin, in the
County of Hunterdon (the "Township") as of and for the years ended December 31, 2016 and 2015, and the related
notes to the financial statements, as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance with
accounting practices prescribed or permitted by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey (the “Division”) to demonstrate compliance with the Division's regulatory
basis of accounting, and the budget laws of New Jersey; this includes 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.

Auditors’ Responsibility

Our responsibility is to express opinions on these financial statements based on our audits. We conducted our audits in
accordance with auditing standards generally accepted in the United States of America, audit requirements prescribed
by the Division, and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Those standards require that we plan and perform the audits 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 Township’s preparation and fair presentation of the financial

+~ A :

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 Township’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.

www.nisivoccia.com
Independent Member of BKR International



The Honorable Mayor and Members
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Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1, the financial statements are prepared by the Township on the basis of accounting practices
prescribed or permitted by the Division to demonstrate compliance with the Division's regulatory basis of accounting
and the budget laws of New Jersey, which is a basis of accounting other than accounting principles generally accepted
in the United States of America. The effects on the financial statements of the variances between the regulatory basis
of accounting described in Note 1 and accounting principles generally accepted in the United States of America,
aithough 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
each fund and account group of the Township as of December 31, 2016 and 2015, or the changes in financial position
where applicable thereof for the years then ended.

Basis for Qualified Opinion

The Township’s general fixed assets account group is stated at historical cost or estimated historical cost in the
accompanying financial statements. We were unable to obtain sufficient evidence to support the cost of the fixed
assets of the general fixed assets account group. As more fully described in Note 1, due to the length of time over
which these fixed assets were acquired, it is not practical to determine their actual costs. Therefore, based upon the
underlying accounting records, we have not audited the general fixed assets account group.

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects on the December 31, 2016 and 2015 financial statements of the matter described
in the Basis for Qualified Opinion paragraph, the financial statements referred to above present fairly, in all material
respects, the financial position of the various funds of the Township of Franklin as of December 31, 2016 and 2015,
and the results of operations and changes in fund balance, where applicable, of such funds, thereof for the years then
ended on the basis of the accounting practices prescribed or permitted by the Division to demonstrate compliance with
the Division's regulatory basis of accounting and the budget laws of New Jersey, as described in Note 1.

Other Matters
Supplementary Information

Our audit was conducted for the purpose of forming opinions on the financial statements of the various funds that
collectively comprise the Township’s financial statements. The supplementary data schedules listed in the table of
contents and the schedules of expenditures of federal and state awards, as required by Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (“Uniform Guidance”) and New Jersey’s OMB Circular 15-08, Single Audit Policy for Recipients of Federal
Grants, State Grants and State Aid, are presented for purposes of additional analysis and are not a required part of the
financial statements.
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The supplementary data schedules and the schedules of expenditures of federal and state awards are the responsibility
of management and were derived from and relate 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 various fund financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the various fund financial
statements or to the various fund financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the suppiementary data
schedules and the schedules of expenditures of federal and state awards are fairly stated, in all material respects, in
relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 2, 2017 on our
consideration of the Township of Franklin’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 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
Township of Franklin’s internal control over financial reporting and compliance.

Mount Arlington, New Jersey

June 2, 2017
NISIVOCCIA LLP

Bludi A\ WAMM

Heidi A. Wohlleb
Certified Public Accountant
Registered Municipal Accountant No. 481
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TOWNSHIP OF FRANKLIN

CURRENT FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS

Regular Fund:
Cash and Cash Equivalents:
Treasurer
Tax Collector
Change Fund

Due from State of New Jersey:
Senior Citizens and Veterans Deductions

Receivables and Other Assets With Full Reserves:
Delinquent Property Taxes Receivable
Tax Title Liens Receivable
Property Acquired for Taxes - Assessed Valuation
Due from:
Animal Control Fund
Other Trust Funds
Payroll Account

Total Receivables and Other Assets with Full Reserves
Total Regular Fund

Federal and State Grant Fund:
Cash and Cash Equivalents
Grants Receivable
Due from Current Fund

Total Federal and State Grant Fund

TOTAL ASSETS

Ref.

A-5

A-7
A-8

A-6
A-10

1 of2

December 31,

2016

2015

§ 3,099,989.31

$ 2,930,510.57

19,557.66
25.00 25.00
3,119,571.97 2,930,535.57
6,607.44 6,357.44
3,126,179.41 2,936,893.01
208,985.09 188,943.80
15,683.89 42,220.24
400.00 400.00
2,827.49 2,150.66
14,448.66
21,692.89
227,896.47 269,856.25
3,354,075.88 3,206,749.26
44,841.77 29,242.54
407.33 407.33
4,284.29 4,564.13
49,533.39 34,214.00

$ 3,403,609.27

$ 3,240,963.26
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TOWNSHIP OF FRANKLIN
CURRENT FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
(Continued)
December 31,
Ref. 2016 2015
LIABILITIES, RESERVES AND FUND BALANCE
Regular Fund:
Appropriation Reserves:
Encumbered A-3;A-11 $ 19,475.77 $ 4,415.84
Unencumbered A-3;A-11 311,611.86 261,780.30
331,087.63 266,196.14
Due to:
Federal and State Grant Fund A 4,284.29 4,564.13
Other Trust Funds B 147,326.37
General Capital Fund C 119,736.39 165,018.14
Regional High School Taxes Payable A-13 1,146,811.82 1,182,312.32
Local School Tax Payable A-12 9,186.81
County Tax Payable 7,075.96 9,570.20
Prepaid Taxes 104,548.06 86,020.03
County and State Fees Payable 2,210.00 1,705.00
Tax Overpayments 2,822.57 33,154.54
1,865,903.09 1,757,727.31
Reserve for Receivables and Other Assets A 227,896.47 269,856.25
Fund Balance A-1 1,260,276.32 1,179,165.70
Total Regular Fund 3,354,075.88 3,206,749.26
Federal and State Grant Fund:
Encumbrances Payable 393.99
Appropriated Reserves A-14 33,415.45 30,320.01
Unappropriated Reserves A-15 16,117.94 3,500.00
Total Federal and State Grant Fund 49,533.39 34,214.00
TOTAL LIABILITIES, RESERVES AND FUND BALANCE $ 3,403,609.27 $ 3,240,963.26

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



TOWNSHIP OF FRANKLIN

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGE IN FUND BALANCE -

CURRENT FUND

REGULATORY BASIS

Revenue and Other Income Realized

Fund Balance Utilized
Miscellaneous Revenue Anticipated
Receipts from:

Delinquent Taxes

Current Taxes
Nonbudget Revenue
Other Credits to Income:

Unexpended Balance of Appropriation Reserves

Cancellation of Special District Taxes Payable

Cancellation of County and State Fees Payable

Interfunds Returned
Cancellation of Tax Overpayments

Total Income

Expenditures

Budget Appropriations - Municipal Purposes
Municipal Open Space Taxes

County Taxes

County Added and Omitted Taxes

Regional High School Taxes

Local District School Taxes

Prior Year Senior Citizen Deductions Disallowed
Special District Taxes

Refund of Prior Year Taxes

Interfunds Advanced

Total Expenditures

Excess in Revenue
Balance January 1

Decreased by:
Utilized as Anticipated Revenue

Balance December 31

Ref.

A

Year Ended December 31,

2016 2015
$ 452,900.00 406,700.00
765,592.05 890,311.58
218,420.31 166,878.00
13,277,163.54 13,240,322.14
14,753.66 15,003.15
244,749.09 280,663.88
11,086.23
2,804.00
38,292.21 818.91

16,335.72
15,028,206.58 15,014,587.89
2,683,238.97 2,777,690.61
163,048.49 163,087.83
2,060,701.05 2,053,853.59
7,075.96 9,570.20
3,230,484.00 3,301,485.00
6,014,227.00 5,913,817.00
750.00

331,843.00 323,455.00
13,235.13
2,827.49 23,843.55
14,494,195.96 14,580,037.91
534,010.62 434,549.98
1,179,165.70 1,151,315.72
1,713,176.32 1,585,865.70
452,900.00 406,700.00
$ 1,260,276.32 1,179,165.70

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF REVENUE - REGULATORY BASIS
YEAR ENDED DECEMBER 31. 2016
Added by Excess
Budget NJSA 40A:4-87 Realized or Deficit*
Fund Balance Anticipated $ 452,900.00 $ 452,900.00
Miscellaneous Revenue:
Licenses:

Alcoholic Beverages 4,800.00 4,920.00 $ 120.00
Fees and Permits 25,440.00 27,962.19 2,522.19
Fines and Costs:

Municipal Court 59,500.00 59,723.63 223.63
Interest and Costs on Taxes 49,000.00 56,388.71 7,388.71
Interest on Investments and Deposits 16,200.00 26,792.36 10,592.36
NJ Hotel Occupancy Tax 97,000.00 101,005.53 4,005.53
Energy Receipts Tax 259,544.00 259,544.00
Uniform Construction Code Fees 86,000.00 115,821.00 29,821.00
General Capital Fund Balance 91,229.00 91,229.00
Recycling Tonnage Grant 6,224.44 6,224.44
Body Armor Grant $ 981.19 981.19
Reserve for Drunk Driving Enforcement Fund 3,500.00 3,500.00
Drunk Driving Enforcement Fund 3,500.00 3,500.00
Drive Sober or Get Pulled Over 5,000.00 5,000.00
Click It or Ticket 3,000.00 3,000.00

698,437.44 12,481.19 765,592.05 54,673.42
Receipts from Delinquent Taxes 188,000.00 218,420.31 30,420.31
Amount to be Raised by Taxes for Support
of Municipal Budget:

Local Tax for Municipal Purposes 1,656,435.97 1,794,784.04 138,348.07

Budget Totals 2,995,773.41 12,481.19 3,231,696.40 223,441.80
Nonbudget Revenue 14,753.66 14,753.66

$ 2,995,773.41 $ 12,481.19 $ 3,246,450.06 $  238,195.46




TOWNSHIP OF FRANKLIN

CURRENT FUND

STATEMENT OF REVENUE - REGULATORY BASIS

YEAR ENDED DECEMBER 31, 2016

(Continued)

Allocation of Current Tax Collections:

Revenue from Collection of Current Taxes

Allocated to:
County, Special District, Local School and Regional School Taxes
Municipal Open Space Taxes

Balance for Support of Municipal Budget
Add: Appropriation "Reserve for Uncollected Taxes"

Realized for Support of Municipal Budget

Analysis of Delinquent Taxes:
Taxes Receivable
Tax Title Liens Receivable

Analysis of Interest on Investments:
Cash Received in Current Fund
Due from Federal and State Grant Fund
Due from Animal Control Fund
Due from Other Trust Funds
Due from General Capital Fund

Analysis of Nonbudget Revenue:

Treasurer:
Cable TV Franchise Fees
Police Outside Service Administrative Fees
Other Miscellaneous Revenue

Due from Animal Control Fund:
Statutory Excess in Reserve for Animal Control Fund Expenditures

$ 11,644,331.01
163,048.49

$ 24,816.58
279.84

79.49

1,352.84

263.61

A-2
20f2

13,277,163.54

11,807,379.50

1,469,784.04
325,000.00

1,794,784.04

189,693.80
28,726.51

218,420.31

$ 2,527.55
3,110.00
6,368.11

26,792.36

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT

12,005.66

2,748.00

14,753.66




Operations Within "CAPS":
GENERAL GOVERNMENT:
Mayor and Council:
Salaries and Wages
Other Expenses
Municipal Clerk:
Salaries and Wages
Other Expenses
Elections:
Other Expenses
Financial Administration (Treasury):
Salaries and Wages
Other Expenses
Annual Audit
Technology Consultant:
Other Expenses

Revenue Administration (Tax Collection):

Salaries and Wages
Other Expenses
Tax Assessment Administration:
Salaries and Wages
Other Expenses
Revision of Tax Map
Legal Services & Costs:
Other Expenses

1of8
TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2016
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
$ 18,832.00 $ 18,832.00 18,083.03 748.97
5,000.00 5,000.00 519.00 4,481.00
108,043.00 108,043.00 96,257.33 11,785.67
38,980.00 38,980.00 32,951.08 6,028.92
3,000.00 3,000.00 2,603.56 396.44
42,449.00 42,449.00 42,239.52 209.48
8,775.00 8,775.00 6,328.31 2,446.69
27,000.00 27,000.00 24,000.00 3,000.00
5,000.00 5,000.00 5,000.00
15,919.00 15,919.00 14,103.49 1,815.51
7,800.00 7,800.00 7,206.90 593.10
27,243.00 27,243.00 27,082.80 160.20
750.00 1,000.00 879.10 120.90
4,000.00 4,000.00 4,000.00
115,000.00 114,580.00 56,646.15 57,933.85

8J01
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Operations Within "CAPS" (Continued):
LAND USE ADMINISTRATION:
Municipal Land Use Law (NJSA 40:55D-1):
Planning Board:
Salaries and Wages
Other Expenses
Zoning Official:
Salaries and Wages
Other Expenses
Environmental Commission:
Other Expenses
INSURANCE:
Other Liability Insurance Premiums (Disability)
General Liability
Employee Group Health
Health Benefits Waiver
(N.J.S.A. 43:21-3 et seq.)
PUBLIC SAFETY:
Police:
Salaries and Wages
Other Expenses
Emergency Management Services:
Salaries and Wages
Other Expenses
First Aid Organization Contribution

A-3
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31,2016
(Continued)
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
9,511.00 9,511.00 7,614.75 $  1,896.25
9,400.00 9,400.00 1,798.25 7,601.75
6,755.00 6,755.00 6,294.34 460.66
500.00 500.00 107.16 392.84
1,000.00 1,000.00 360.00 640.00
1,100.00 1,100.00 610.12 489.88
116,010.00 116,010.00 115,721.00 289.00
165,818.00 165,818.00 162,668.09 3,149.91
9,282.00 9,282.00 9,282.00
537,313.00 537,313.00 534,997.79 2,315.21
54,842.00 69,162.00 56,276.31 12,885.69
3,060.00 3,060.00 2,337.50 722.50
2,250.00 2,250.00 75.06 2,174.94
26,000.00 26,000.00 26,000.00

8jo¢C
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31,2016
(Continued)
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
Operations Within "CAPS" (Continued):
PUBLIC WORKS:
Road Repairs and Maintenance:
Salaries and Wages $  295,565.97 $ 295,565.97 $ 288,629.99 $ 6,93598
Other Expenses 97,332.00 97,332.00 78,696.90 18,635.10
Snow Removal:
Salaries and Wages 40,000.00 40,000.00 17,109.51 22,890.49
Other Expenses 69,647.00 69,647.00 56,212.57 13,434.43
Public Buildings & Grounds:
Salaries and Wages 6,129.00 6,229.00 6,213.83 15.17
Other Expenses 40,000.00 25,750.00 1,915.96 23,834.04
HEALTH AND HUMAN SERVICES:
Board of Health:
Salaries and Wages 8,160.00 8,160.00 7,656.44 503.56
Other Expenses 500.00 500.00 400.00 100.00
Animal Control:
Other Expenses 5,000.00 5,000.00 5,000.00
PARKS AND RECREATION:
Recreation Services:
Other Expenses 6,500.00 6,500.00 6,500.00
Senior Citizen Contribution 6,500.00 6,500.00 6,500.00
UNIFORM CONSTRUCTION CODE:
Construction Official:
Salaries and Wages 81,600.00 81,600.00 79,021.99 2,578.01
Other Expenses 4,955.00 4,955.00 3,406.03 1,548.97
w
S, >
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Operations Within "CAPS" (Continued):

UTILITIES AND BULK PURCHASES:
Electricity
Street Lighting
Telephone
Gasoline (Natural or Propane)
Heating Oil

Accumulated Absences

Total Operations Within "CAPS"

Contingent

Total Operations Including Contingent Within "CAPS"
Detail:

Salaries and Wages
Other Expenses

Deferred Charges and Statutory Expenditures - Municipal
Within "CAPS":
Statutory Expenditures:
Contribution to :

A-3
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2016
(Continued)
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
$ 12,000.00 $ 12,000.00 $ 7,853.43 $  4,146.57
5,000.00 5,000.00 2,943.78 2,056.22
22,000.00 22,000.00 6,335.57 15,664.43
27,000.00 27,000.00 17,296.77 9,703.23
16,000.00 16,000.00 4,753.15 11,246.85
30,000.00 30,000.00 30,000.00
2,144,520.97 2,144,520.97 1,866,388.56 278,132.41
500.00 500.00 500.00
2,145,020.97 2,145,020.97 1,866,388.56 278,632.41
1,200,579.97 1,200,679.97 1,147,642.31 53,037.66
944,441.00 944,341.00 718,746.25 225,594.75
52,519.00 52,519.00 52,519.00

Public Employees' Retirement System

8Joy
€V
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31,2016
(Continued)
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
Deferred Charges and Statutory Expenditures - Municipal
Within "CAPS" (Continued):
Statutory Expenditures:
Contribution to (Continued):
Social Security (O.A.S.I) $ 95,000.00 95,000.00 88,043.11 $  6,956.89
Police and Fireman's Retirement System 107,578.00 107,578.00 107,578.00
Unemployment Compensation Insurance 2,000.00 2,000.00 2,000.00
Defined Contribution Retirement Plan 400.00 400.00 80.92 319.08
Total Deferred Charges and Statutory
Expenditures - Municipal Within "CAPS" 257,497.00 257,497.00 248,221.03 9,275.97
Total General Appropriations for Municipal
Purposes Within "CAPS" 2,402,517.97 2,402,517.97 2,111,927.59 290,590.38
Operations Excluded from "CAPS™:
Council on Affordable Housing:
Salaries and Wages 5,000.00 5,000.00 5,000.00
Employee Group Health Insurance 2,682.00 2,682.00 2,682.00
Shared Services Agreements:
Municipal Court:
Other Expenses - Contractual 85,000.00 85,000.00 68,978.52 16,021.48
Public and Private Programs Offset by Revenue:
Recycling Tonnage Grant 6,224.44 6,224.44 6,224.44
Body Armor Fund (N.J.S.A. 40A:4-87 + $981.19) 981.19 981.19
Reserve for Drunk Driving Enforcement Fund 3,500.00 3,500.00 3,500.00 W
Drunk Driving Enforcement Fund (N.J.S.A. 40A:4-87 + $3,500.00) 3,500.00 3,500.00 e, :?
Drive Sober or Get Pulled Over (N.J.S.A. 40A:4-87 + $5,000.00) 5,000.00 5,000.00 *® W



Operations Excluded from "CAPS":
Public and Private Programs Offset by Revenue:
Click it or Ticket (N.J.S.A. 40A:4-87 + $3,000.00)

Total Operations Excluded from "CAPS"

Detail:
Salaries & Wages
Other Expenses

Capital Improvements:
Capital Improvement Fund

Total Capital Improvements

Municipal Debt Service:
Payment of Bond Anticipation Notes and Capital Notes
Interest on Notes
Loan Repayments for Principal and Interest

A-3
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31,2016
(Continued)
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
$ 3,000.00 $ 3,000.00
§  102,406.44 114,887.63 91,184.15 $ 23,703.48
5,000.00 5,000.00 5,000.00
97,406.44 109,887.63 91,184.15 18,703.48
50,000.00 50,000.00 50,000.00
50,000.00 50,000.00 50,000.00
50,500.00 50,500.00 50,500.00
1,980.00 1,980.00 1,965.27 $ 14.73
38,749.00 38,749.00 38,748.10 0.90
91,229.00 91,229.00 91,213.37 15.63

Total Municipal Debt Service

8309
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Deferred Charges- Municipal- Excluded from "CAPS":
Deferred Charges to Future Taxation - Unfunded:
Purchase Real Estate (8 Frontage Rd) #02-01
Total Deferred Charges- Excluded from "CAPS"
Total General Appropriations for Municipal Purposes

Reserve for Uncollected Taxes

Total General Appropriations

A-3
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31, 2016
(Continued)
Appropriations Expended By Unexpended
Budget After Paid or Balance
Budget Modification Charged Reserved Canceled
$ 24,620.00 $ 24,620.00 $ 24,620.00
24,620.00 24,620.00 24,620.00
2,670,773.41 2,683,254.60 2,371,627.11 $ 311,611.86 $ 15.63
325,000.00 325,000.00 325,000.00
$ 2,995,773.41 $  3,008,254.60 $ 2,696,627.11 $ 311,611.86 $ 15.63

A
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TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES - REGULATORY BASIS
YEAR ENDED DECEMBER 31. 2016
(Continued)
Analysis of
Budget After Paid or
Ref. Modification Charged
Adopted Budget $ 2,995,773.41
Added by:
N.J.S.A. 40A:4-87 12,481.19
$ 3,008,254.60
Reserve for Uncollected Taxes $ 325,000.00
Reserve for Encumbrances A 19,475.77
Transfer to Federal and State Grant Fund 22,205.63
Cash Disbursed 2,432,826.81
2,799,508.21
Less: Appropriation Refunds - Cash Received 102,881.10

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT

$ 2,696,627.11




TOWNSHIP OF FRANKLIN
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TRUST FUNDS




TOWNSHIP OF FRANKLIN
COMPARATIVE BALANCE SHEET - TRUST FUNDS - REGULATORY BASIS

December 31,

Ref. 2016 2015
ASSETS
Animal Control Fund:
Cash and Cash Equivalents:
Treasurer B-4 $ 10,824.29 $ 10,557.86
10,824.29 10,557.86
Other Trust Funds:
Cash and Cash Equivalents B-4 1,806,672.33 1,888,220.70
Due From Current Fund A 147,326.37
Fair Housing Loan Receivable 24,000.00 24,000.00
1,977,998.70 1,912,220.70

TOTAL ASSETS

LIABILITIES AND RESERVES
Animal Control Fund:

$ 1,988,822.99

$ 1,922,778.56

Due to Current Fund A $ 2,827.49 $ 2,150.66
Due to State Board of Health 220.80 91.20
Reserve for Animal Control Expenditures B-5 7,776.00 8,316.00
10,824.29 10,557.86
Other Trust Funds:

Due to Current Fund A 14,448.66

Reserve for:
Council on Affordable Housing 347,077.27 327,423.71
Developers Escrow 294,943.40 361,998.62
Fair Housing Program 556,073.09 574,954.10
Police Outside Duties 13,538.25 7,478.25
Unemployment Compensation 80,640.05 78,208.16
Recreation Commission 29,111.20 36,419.00
Open Space Preservation 500,224.85 346,050.24
Developers Escrow - Stormwater Management 18,000.00 18,000.00
Fair Housing Loan Receivable 24,000.00 24,000.00
Tax Sale Premiums 15,200.00 57,200.00
D.ARE. 5,780.55 4,490.55
DEA Equitable Trust (Forfeited Assets) 450.21 0.21
Recycling Trust 952.65 952.65
Flexible Spending Trust 1,807.18 396.55
Accumulated Absences 90,000.00 60,000.00
Public Defender 200.00 200.00
1,977,998.70 1,912,220.70

TOTAL LIABILITIES AND RESERVES

$ 1,988,822.99

$§ 1,922,778.56

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT
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COUNTY OF HUNTERDON
2016
GENERAL CAPITAL FUND




TOWNSHIP OF FRANKLIN

GENERAL CAPITAL FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS

Cash and Cash Equivalents
Due from Current Fund
Due from State of New Jersey - Department of
Transportation Grants Receivable
Deferred Charges to Future Taxation:
Funded
Unfunded

TOTAL ASSETS

LIABILITIES, RESERVES AND FUND BALANCE

Bond Anticipation Notes Payable
Green Acres Loan Payable
Improvement Authorizations:
Funded
Encumbrances Payable
Capital Improvement Fund
Reserve for:
Acquisition, Development and Easement for Farmland
Development
Fund Balance

TOTAL LIABILITIES, RESERVES AND FUND BALANCE

Ref.

C-4

C-7
C-8

C-1

December 31,

2016 2015
371,163.69 439,211.78
119,736.39 165,018.14
40,000.00 160,000.00
235,079.77 268,622.31
237,762.73 312,882.73
1,003,742.58 1,345,734.96
213,000.00 263,500.00
235,079.77 268,622.31
127,734.48 376,655.75
19,787.00
104,011.35 24,579.87
105,785.00 105,785.00
218,131.98 286,805.03
1,003,742.58 1,345,734.96

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT



TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE - REGULATORY BASIS

Ref.
Balance December 31, 2015 C
Increased by:
Improvement Authorizations Cancelled
Decreased by:
Anticipated as Revenue in Current Fund Budget
Balance December 31, 2016 C

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS
ARE AN INTEGRAL PART OF THIS STATEMENT

C-1

§ 286,805.03

22,555.95

309,360.98

91,229.00

$ 218,131.98




TOWNSHIP OF FRANKLIN
COUNTY OF HUNTERDON
2016
WATER UTILITY FUND

NOT APPLICABLE



TOWNSHIP OF FRANKLIN
COUNTY OF HUNTERDON
2016
SEWER UTILITY FUND

NOT APPLICABLE



TOWNSHIP OF FRANKLIN
COUNTY OF HUNTERDON
2016
PUBLIC ASSISTANCE FUND

NOT APPLICABLE



TOWNSHIP OF FRANKLIN
COUNTY OF HUNTERDON
2016
BOND AND INTEREST FUND

NOT APPLICABLE



TOWNSHIP OF FRANKLIN
COUNTY OF HUNTERDON
2016
GENERAL FIXED ASSETS ACCOUNT GROUP
(UNAUDITED)




TOWNSHIP OF FRANKLIN

GENERAL FIXED ASSETS ACCOUNT GROUP

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS
Land
Buildings and Improvements

Equipment

TOTAL ASSETS

RESERVES
Reserve for Fixed Assets

TOTAL RESERVES

(UNAUDITED)

December 31,

2016 2015
6,149,577.00 6,149,577.00

480,400.00 480,400.00
1,220,464.00 1,202,466.00
7,850,441.00 7,832,443.00
7,850,441.00 7,832,443.00
7,850,441.00 7,832,443.00

THE ACCOMPANYING NOTES TO FINANCIAL STATEMENTS

ARE AN INTEGRAL PART OF THIS STATEMENT



Note 1:

TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016

Summary of Significant Accounting Policies

A. Reporting Entity

Except as noted below, the financial statements of the Township of Franklin include every board, body,
officer or commission supported and maintained wholly or in part by funds appropriated by the
Township of Franklin, as required by N.J.S. 40A:5-5. Accordingly, the financial statements of the
Township of Franklin do not include the operations of the Volunteer First Aid Organization.

Governmental Accounting Standards Board ("GASB") Codification Section 2100, "Defining the
Financial Reporting Entity" establishes standards to determine whether a governmental component unit
should be included in the financial reporting entity. Component units are legally separate organizations
for which the elected officials of the primary government are financially accountable. In addition,
component units can be other organizations for which the nature and significance of their relationship
with a primary government are such that exclusion would cause the reporting entity's financial
statements to be misleading. The primary government is financially accountable if it appoints a voting
majority of the organization's governing body and (1) it is able to impose its will on that organization or
(2) there is a potential for the organization to provide specific financial benefits to, or impose specific
financial burdens on, the primary government. A legally separate, tax-exempt organization should be
reported as a component unit of a reporting entity if all of the following criteria are met: (1) The
economic resources received or held by the separate organization are entirely or almost entirely for the
direct benefit of the primary government, its component units, or its constituents. (2) The primary
government, or its component units, is entitled to, or has the ability to otherwise access, a majority of
the economic resources received or held by the separate organization. (3). The economic resources
received or held by an individual organization that the specific primary government, or its component
units, is entitled to, or has the ability to otherwise access, are significant to that primary government. As
the financial reporting entity was established in accordance with New Jersey statutes, the requirements
of GASB Codification Section 2100 were not followed and, accordingly, the reporting entity could be
different from accounting principles generally accepted in the United States of America.

. Description of Funds

The accounting policies of the Township of Franklin conform to the accounting practices applicable to
municipalities which have been prescribed or permitted by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey (the "Division"). Such 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 Township of Franklin accounts for its financial transactions through the following
separate funds:

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

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

General Capital Fund - Receipt and disbursement of funds for the acquisition of general capital
facilities, other than those acquired in the Current Fund.

General Fixed Assets Account Group (Unaudited) — Estimated values of land, buildings and certain
fixed assets of the Township as discussed in Note 1E.




Note 1:

TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Summary of Significant Accounting Policies (Cont’d)

C. Basis of Accounting

Basis of accounting refers to when revenue and expenditures or expenses are recognized in the accounts
and reported in the financial statements. Basis of accounting relates to the timing of the measurements
made, regardless of the measurement focus applied. The more significant accounting policies in New
Jersey follow.

Revenue is recorded when received in cash except for certain amounts which may be due from the State
of New Jersey. Grant revenue is realized in the Current Fund when it is budgeted and in the General
Capital Fund when improvements are authorized. The amounts recorded as property taxes and
consumer accounts receivable have not been included in revenue. Amounts that are due to the
municipality, which are susceptible of accrual, are recorded as receivables with offsetting reserves in
the Current Fund.

Expenditures are charged to operations based on budgeted amounts. Exceptions to this general rule
include:

1) Accumulated unpaid vacation, sick pay and other employee amounts are not accrued.

2) Prepaid expenses, such as insurance premiums applicable to subsequent periods, are charged to
current budget appropriations in total.

3) Principal and interest on long-term debt are recognized when due.

Expenditures, if any, in excess of appropriations, appropriation reserves or ordinances become deferred
charges which must be raised by future taxes. Outstanding encumbrances at December 31 are reported
as a cash liability in the financial statements and constitute part of the statutory appropriation reserve
balance. Appropriation reserves covering unexpended appropriation balances are automatically created
at December 31 of each year and recorded as liabilities, except for amounts which may be cancelled by
the governing body. Appropriation reserves are available, until lapsed at the close of the succeeding
year, to meet specific claims, commitments or contracts incurred during the preceding fiscal year.
Lapsed appropriation reserves are recorded as income.

Had the Township's financial statements been prepared under accounting principles generally accepted
in the United States of America, encumbrances would not be considered as expenditures; appropriation
reserves would not be recorded; revenue susceptible to accrual would have been reflected without
offsetting reserves; Federal and State grants and assistance would be recognized when earned, not when
received, inventories would not be reflected as expenditures at the time of purchase, investments would
generally be stated at fair value and the Township’s net pension liability and related deferred inflows
and outflows would be recorded.

The cash basis of accounting is followed in the Trust Funds.

. Deferred Charges to Future Taxation — The General Capital Fund balance sheet includes both funded

and unfunded deferred charges. Funded means that bonds have been issued and are being paid off on a
serial basis. Unfunded means that debt has been authorized but not permanently financed. A
municipality can eliminate an unfunded deferred charge by raising it in the budget, by collecting a
grant, by selling bonds or by issuing loans or capital lease purchase agreements.



Note 1:

TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Summary of Significant Accounting Policies (Cont’d)

E. Other significant accounting policies include:

Management Estimates — The preparation of financial statements requires management to make
estimates and assumptions that affect the reported amounts of revenues and expenditures/expenses
during the reporting period. Actual results could differ from those estimates.

Cash and Cash Equivalents — Amounts include petty cash, change funds, amounts on deposit, and
short-term investments with original maturities of three months or less.

Investments — Investments are stated at cost, which approximates market.

Grants Receivable — Grants receivable represent total grant awards less amounts collected to date.
Because the amount of grants funds to be collected are dependent on the total costs eligible for
reimbursement, the actual amount collected may be less than the total amount awarded.

Allowance for Uncollectible Accounts — No allowance for uncollectible accounts has been recorded as
all amounts are considered collectible.

Compensated Absences — Expenditures relating to unused accumulated vacation and sick pay are not
recorded until paid.

Foreclosed Property - Foreclosed Property is recorded in the Current Fund at the assessed valuation
when such property was acquired and is fully reserved.

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

Inventories of Supplies - The cost of inventories of supplies for all funds are recorded as expenditures at
the time individual items are purchased. The cost of inventories is not included on the various balance
sheets.

General Fixed Assets (Unaudited) - General fixed assets are recorded at cost or estimated historical
cost based on estimation procedures performed by an independent appraisal company. Infrastructure
assets are not included in general fixed assets, as per state directive. Major renewals and betterments
are charged to the asset amounts; maintenance and minor repairs and replacements, which do not
improve or extend the lives of the respective assets, are expensed currently. Donated fixed assets are
valued at their fair market value on the date donated. No depreciation has been provided for on general
fixed assets. The total value recorded for general fixed assets is offset by a "Reserve for Fixed Assets."
When properties are retired or otherwise disposed of, the asset and the reserve are adjusted accordingly.

General fixed assets recorded in the general fixed assets account group may also be recorded in the
Current and General Capital Funds. The values recorded in the General Fixed Assets Account Group
and the Current and General Capital Funds may not always agree due to differences in valuation
methods, timing of recognition of assets, and the recognition of infrastructures. Fixed assets are
reviewed for impairment.



TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Note 1:  Summary of Significant Accounting Policies (Cont’d)

F. Budget/Budgetary Control — Annual appropriated budgets are usually prepared in the first quarter for
the Current Fund and the Open Space Trust Fund. The budget is submitted to the governing body and
the Division of Local Government Services. The budget is prepared using the cash basis of accounting.
The legal level of budgetary control is established at the line item accounts within each fund. Line item
accounts are defined as the lowest (most specific) level of detail as established pursuant to the flexible
chart of accounts referenced in N.J.S.A. 40A. All budget amendments/transfers must be approved by
the Township during the year.

Note 2: Long-Term Debt

The Local Bond Law governs the issuance of bonds to finance general Township capital expenditures. All
bonds are retired in serial installments within the statutory period of usefulness. All bonds issued by the
Township are general obligation bonds. The Township’s full faith and credit taxing power has been
pledged to the payment of the general obligation debt principal and interest.

December 31,

2016 2015 2014
Issued
General:

Loans and Notes $ 448,079.77 $ 532,122.31 $ 610,003.94
Net Debt Issued 448,079.77 532,122.31 610,003.94
Authorized but not Issued:

Bonds and Notes 24,762.73 49,382.73 214,398.59
Net Bonds and Notes Issued and
Authorized but not Issued $ 472,842.50 $ 581,505.04 $ 824,402.53

Summary of Municipal Debt Issued and Outstanding — Prior Year

Balance Balance
12/31/14 Additions Retirements 12/31/15
Bond Anticipation Notes:
General Capital Fund $ 308,500.00 $ 263,500.00  $308,500.00 $ 263,500.00
Loans Payable:
General Capital Fund:
Green Trust Loans 301,503.94 32,881.63 268,622.31

Total $ 610,003.94 $ 263,500.00  $341,381.63 $ 532,122.31




TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Note 2: Long-Term Debt (Cont’d)

Summary of Municipal Debt Issued and Outstanding — Current Year

Balance Balance
12/31/15 Additions Retirements 12/31/16
Bond Anticipation Notes:
General Capital Fund $ 263,500.00 $ 213,000.00 $263,500.00 $ 213,000.00
Loans Payable:
General Capital Fund:
Green Trust Loans 268,622.31 33,542.54 235,079.77
Total $ 532,122.31 $ 213,000.00 $297,042.54 $ 448,079.77

Summary of Statutory Debt Condition - Annual Debt Statement

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 0.086%.

Gross Debt Deductions Net Debt
General Debt $ 472,842.50 $ 472,842.50
Local School District Debt 4,875,000.00 $ 4,875,000.00
Regional High School Debt 51,354.97 51,354.97
General Debt $ 5,399,197.47 $ 4,926,354.97 $  472,842.50

Net Debt of $472,842.50 divided by Equalized Valuation Basis per N.J.S. 40A:2-2, $551,281,084.67 =
0.086%.

Borrowing Power Under N.J.S. 40A:2-6 As Amended

3-1/2% Average Equalized Valuation of Real Property $ 19,294,837.96

472,842.50

Net Debt
$ 18,821,995.46

Remaining Borrowing Power

The foregoing debt information is in agreement with the Annual Debt Statement filed by the Chief Financial
Officer.



TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Note 2: Long-Term Debt (Cont’d)

At December 31, 2016 the Township has the following debt outstanding:

General Capital Bond Anticipation Notes

Final Interest Balance
Maturity Rate Dec. 31, 2016
8/18/17 1.00% $ 213,000.00

General Capital Fund Green Acres Loans Payable

Interest Balance
Purpose Final Maturity Rate Dec. 31, 2016
Acquisition of Land and Easements 3/14/2023 2.00% 235,079.77
Total Debt Issued and Outstanding $ 448,079.77

Schedule of Annual Debt Service for Principal and Interest for the Next Five Years and Thereafter for
Loans Issued and Outstanding

General

Year Principal Interest Total

2017 $ 34,216.75 $ 4,531.37 $ 38,748.12

2018 34,904.51 3,843.61 38,748.12

2019 35,606.09 3,142.03 38,748.12

2020 36,321.77 2,426.34 38,748.11

2021 37,051.84 1,696.28 38,748.12
2022-2023 56,978.81 1,143.36 58,122.17

$ 235,079.77 $ 16,782.99 $ 251,862.76

Green Acres Loan

On August 27, 2003, the Township received the first drawdown on a loan in the amount of $500,000 from
the NJ Department of Environmental Protection Green Trust Loan Program. The last drawdown was
received on December 14, 2011. Bi-annual principal and interest installments began on September 14, 2011
and will continue through March 14, 2023. The interest rate on the loan is 2.00%. The purpose of the loan is
to finance the acquisition of open space lands and easements.
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Note 3:

TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Long-Term Debt (Cont’d)

Capital Lease Payable

In 2016, the Township entered into a $38,578.66 capital lease purchase agreement, with a 3 year term, for a
police car and a $78,186.00 capital lease purchase agreement, with a 5 year term, for a dump body truck.
As of December 31, 2016, $12,870.75 of the police car capital lease purchase agreement has matured and
been repaid. As of December 31, 2016, $-0- of the dump body truck capital lease purchase agreement has
matured and been repaid. The following is a schedule of the future minimum lease payments under the
capital leases and the present value of the net minimum lease payments at December 31, 2016.

Year Amount
2017 31,656.68
2018 31,656.67
2019 17,339.23
2020 17,339.23
2021 17,339.23
115,331.04
Less: Amount Representing Interest (11,437.13)
Present Value Net of Minimum Lease Payments 103,893.91

The Current Fund will be used to liquidate the capital leases payable

Net Pension Liability

The State of New Jersey Public Employees’ Retirement System’s (PERS) net pension liability was
calculated to be $1,864,402 at June 30, 2016. The State of New Jersey Police and Firemen’s Retirement
System’s (PFRS) net pension liability was calculated to be $2,516,103 at June 30, 2016. See Note 4 for
further information on the PERS and PFRS.

Fund Balances Appropriated

Fund balance at December 31, 2016, which is appropriated and included in the Current Fund introduced
budget for the year ending December 31, 2017 is $592,600.
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TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Pension Plans

Township employees participate in one of the two contributory, defined benefit public employee retirement
systems: the State of New Jersey Public Employee’s Retirement System (PERS) or the State of New Jersey
Police and Firemen’s Retirement System (PFRS); or the Defined Contribution Retirement Program
(DCRP), a tax-qualified defined contribution money purchase pension plan under Internal Revenue Code
(IRC) 401(a).

A. Public Employees’ Retirement System (PERS)

Plan Description

The State of New Jersey, Public Employees’ Retirement System (PERS) is a cost-sharing multiple-
employer defined benefit pension plan administered by the State of New Jersey, Division of Pensions and
Benefits (the Division). For additional information about the PERS, please refer to the Division’s
Comprehensive Annual Financial Report (CAFR) which can be found at
www.state.nj.us/treasury/pensions/annrprts.shtml.

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides retirement, death and
disability benefits. All benefits vest after ten years of service, except for medical benefits, which vest after
25 years of service or under the disability provisions of PERS. The following represents the membership
tiers for PERS:

Tier Definition
1 Members who were enrolled prior to July 1, 2007
2 Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008
3 Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010
4 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
5 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits of 1/55® of final average salary for each year of service credit is available to
Tiers 1 and 2 members upon reaching age 60 and to Tier 3 members upon reaching age 62. Service
retirement benefits of 1/60™ of final average salary for each year of service credit is available to Tier 4
members upon reaching age 62 and to Tier 5 members upon reaching age 65. Early retirement benefits are
available to Tiers 1 and 2 members before reaching age 60, to Tiers 3 and 4 with 25 or more years of
service credit before age 62 and Tier 5 with 30 or more years of service credit before age 65. Benefits are
reduced by a fraction of a percent for each month that a member retires prior to the age at which a member
can receive full early retirement benefits in accordance with their respective tier. Tier 1 members can
receive an unreduced benefit from age 55 to age 60 if they have at least 25 years of service. Deferred
retirement is available to members who have at least 10 years of service credit and have not reached the
service retirement age for the respective tier.
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TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Pension Plans (Cont’d)

A. Public Employees’ Retirement System (PERS) (Cont’d)

Contributions

The contribution policy for PERS is set by N.J.S.A. 43:15A and requires contributions by active members
and contributing members. The local employers’ contribution amounts are based on an actuarially
determined rate which includes the normal cost and unfunded accrued liability. Chapter 19, P.L. 2009
provided an option for local employers of PERS to contribute 50% of the normal and accrued liability
contribution amounts certified for payments due in State fiscal year 2009. Such employers will be credited
with the full payment and any such amounts will not be included in their unfunded liability. The actuaries
will determine the unfunded liability of those retirement systems, by employer, for the reduced normal and
accrued liability contributions provided under this law. This unfunded liability will be paid by the employer
in level annual payments over a period of 15 years beginning with the payments due in the fiscal year ended
June 30, 2012 and will be adjusted by the rate of return on the actuarial value of assets. Township
contributions to PERS amounted to $52,519 for 2016.

The employee contribution rate was 7.06% effective July 1, 2015 and increased to 7.20% effective July 1,
2016. Subsequent increases after October 1, 2011 are being phased in over 7 years effective on each July

1* to bring the total pension contribution rate to 7.5% of base salary as of July 1, 2018.

Pension Liabilities and Pension Expense

At June 30, 2016, the Township’s liability was $1,864,402 for its proportionate share of the net pension
liability. The net pension liability was measured as of June 30, 2016, and the total pension liability used to
calculate the net pension liability was determined by an actuarial valuation as of July 1, 2015 which was
rolled forward to June 30, 2016. The Township's proportion of the net pension liability was based on a
projection of the Township's long-term share of contributions to the pension plan relative to the projected
contributions of all participating members, actuarially determined. At June 30, 2016, the Township's
proportion was 0.006%, which was an increase of 0.0002% from its proportion measured as of June 30,
2015.

For the year ended December 31, 2016, the Township recognized actual pension expense in the amount of
$52,519.



Note 4:

10
TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Pension Plans (Cont’d)

A. Public Employees’ Retirement System (PERS) (Cont’d)

Actuarial Assumptions

The total pension liability for the June 30, 2016 measurement date was determined by an actuarial valuation
as of July 1, 2015 which was rolled forward to June 30, 2016. This actuarial valuation used the following
actuarial assumptions:

Inflation Rate 3.08%
Salary Increases:
Through 2026 1.65 —4.15% based on age
Thereafter 2.65 —5.15% based on age
Investment Rate of Return 7.65%

Pre-retirement mortality rates were based on the RP-2000 Employee Pre-retirement Mortality Table for
male and female active participants. For local employees, mortality tables are set back 2 years for males
and 7 years for females. In addition, the tables provide for future improvements in mortality from the base
year of 2013 using a generational approach based on the plan actuary’s modified MP-2014 projection scale.
Post-retirement mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality
Tables (set back 1 year for males and females) for service retirements and beneficiaries of former members
and a one year static projection based on mortality improvement Scale AA. In addition, the tables for
service retirements and beneficiaries of former members provide for future improvements in mortality from
the base year of 2013 using a generational approach based on the plan actuary’s modified MP-2014
projection scale. Disability retirement rates used to value disabled retirees were based on the RP-2000
Disabled Mortality Table (set back 3 years for males and set forward one year for females).

The actuarial assumptions used in the July 1, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2011 to June 30, 2014. It is likely that future experience will not
exactly conform to these assumptions. To the extent that actual experience deviates from these
assumptions, the emerging liabilities may be higher or lower than anticipated. The more the experience
deviates, the larger the impact on future financial statements.

Long Term Expected Rate of Return

In accordance with State statute, the long-term expected rate of return on pension plan investments (7.65%
at June 30, 2016) is determined by the State Treasurer, after consultation with the Directors of the Division
of Investments and Division of Pensions and Benefits, the Board of Trustees and the actuaries. The long-
term expected rate of return was determined using a building block method in which best-estimate ranges of
expected future real rates of return (expected returns, net of pension plan investment expense and inflation)
are developed for each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real rates of return for each major asset class
included in PERS’ target asset allocation as of June 30, 2016 are summarized in the following table:



Note 4:

11
TOWNSHIP OF FRANKLIN
NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016
(Continued)

Pension Plans (Cont’d)

A. Public Employees’ Retirement System (PERS) (Cont’d)

Long Term Expected Rate of Return (Cont’d)

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return

Cash 5.00% 0.87%
U.S. Treasuries 1.50% 1.74%
Investment Grade Credit 8.00% 1.79%
Mortgages 2.00% 1.67%
High Yield Bonds 2.00% 4.56%
Inflation-Indexed Bonds 1.50% 3.44%
Broad U.S. Equities 26.00% 8.53%
Developed Foreign Equities 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds/Absolute Return 12.50% 4.68%
Real Estate (Property) 2.00% 6.91%
Commodities 0.50% 5.45%
Global Debt ex. U.S. 5.00% -0.25%
REIT 5.25% 5.63%

Discount Rate

The discount rate used to measure the total pension liability was 3.98% as of June 30, 2016. This single
blended discount rate was based on the long-term expected rate of return on pension plan investments of
7.65% and a municipal bond rate of 2.85% as of June 30, 2016 based on the Bond Buyer Go 20 Bond
Municipal Bond Index which includes tax-exempt general obligation municipal bonds with an average
rating of AA/Aa or higher. The projection of cash flows used to determine the discount rate assumed that
contributions from plan members will be made at the current member contribution rates and that
contributions from employers will be made based upon the contribution rate in the most recent fiscal year.
The local employers contributed 100% of their actuarially determined contributions. Based on those
assumptions, the plan's fiduciary net position was projected to be available to make projected future benefit
payments of current plan members through 2034. Therefore, the long-term expected rate of return on plan
investments was applied to projected benefit payments through 2034, and the municipal bond rate was
applied to projected benefit payments after that date in determining the total pension liability.

Sensitivity of the Township's Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate

The following presents the Township's proportionate share of the collective net pension liability as of June
30, 2016 calculated using the discount rate as disclosed below, as well as what the Township's proportionate
share of the net pension liability would be if it were calculated using a discount rate that is 1-percentage-
point lower or 1-percentage-point higher than the current rate:
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Pension Plans (Cont’d)

A. Public Employees’ Retirement System (PERS) (Cont’d)

Sensitivity of the Township's Proportionate Share of the Net Pension Liability to Changes in the Discount
Rate (Cont’d)

June 30, 2016

1% Current 1%
Decrease Discount Rate Increase
(2.98%) (3.98%) (4.98%)
Township's proportionate share of the
Net Pension Liability $ 2,284,608 $ 1,864,402 $ 1,517,487

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's fiduciary net position is available in the separately issued
PERS financial statements.

B. Police and Firemen’s Retirement System (PFRS)

Plan Description

The State of New Jersey, State of New Jersey Police and Firemen’s Retirement System (PFRS), is a cost-
sharing multiple-employer defined benefit pension plan administered by the State of New Jersey Division
of Pensions and Benefits (the Division). For additional information about the PFRS, please refer to the
Division’s Comprehensive Annual Financial Report (CAFR) which can be found at
www.state.nj.us/treasury/pensions/annrprts.shtml.

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 43:16A. The PFRS provides retirement as well as
death and disability benefits. All benefits vest after ten years of service, except disability benefits which
vest after 4 years of service. The following represents the membership ticrs for PFRS:

Tier Definition
1 Members who were enrolled prior to May 22, 2010
2 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
3 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits are available at age 55 and are generally determined to be 2% of final
compensation for each year of creditable service, as defined, up to 30 years plus 1% for each year of service
in excess of 30 years. Members may seek special retirement after achieving 25 years of creditable service,
in which benefits would equal 65% (tiers 1 and 2 members) and 60% (tier 3 members) of final
compensation plus 1% for each year of creditable service over 25 years but not to exceed 30 years.
Members may elect deferred retirement benefits after achieving ten years of service, in which case benefits
would begin at age 55 equal to 2% of final compensation for each year of service.
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Pension Plans (Cont’d)

B. Police and Firemen’s Retirement System (PFRS) (Cont’d)

Contributions

The contribution policy for PFRS is set by N.J.S.A. 43:16A and requires contributions by active members
and contributing members. The Local employers’ contribution amounts are based on an actuarially
determined rate which includes the normal cost and unfunded accrued liability. Chapter 19, P.L. 2009
provided an option for local employers of PFRS to contribute 50% of the normal and accrued liability
contribution amounts certified for payments due in State fiscal year 2009. Such employers will be credited
with the full payment and any such amounts will not be included in their unfunded liability. The actuaries
will determine the unfunded liability of those retirement systems, by employer, for the reduced normal and
accrued liability contributions provided under this law. This unfunded liability will be paid by the employer
in level annual amounts over a period of 15 years beginning with the payments due in the fiscal year ended
June 30, 2012 and will be adjusted by the rate of return on the actuarial value of the assets.

Special Funding Situation

Under N.J.S.A. 43:16A-15, local participating employers are responsible for their own contributions based
on actuarially determined amounts, except where legislation was passed which legally obligated the State if
certain circumstances occurred. The legislation which legally obligates the State is as follows: Chapter 8,
P.L. 2000, Chapter 318, P.L. 2001, Chapter 86, P.L. 2001, Chapter 511, P.L. 1991, Chapter 109, P.L. 1979,
Chapter 247, P.L. 1993 and Chapter 201, P.L. 2001. The amounts contributed on behalf of the local
participating employers under this legislation is considered to be a special funding situation as defined by
GASB Statement No. 68 and the State is treated as a nonemployer contributing entity. Since the local
participating employers do not contribute under this legislation directly to the plan (except for employer
specified financed amounts), there is no net pension liability or deferred outflows or inflows to report in the
financial statements of the local participating employers related to this legislation. However, the notes to
the financial statements of the local participating employers must disclose the portion of the nonemployer
contributing entities’ total proportionate share of the collective net pension liability that is associated with
the local participating employer. The June 30, 2016 State special funding situation net pension liability
amount is the accumulated difference between the annual actuarially determined State obligation under the
special funding situation and the actual State contribution through the valuation date. The State special
funding situation pension expense for the fiscal year ended June 30, 2016 is the actuarially determined
contribution amount that the State owes for the fiscal year ending June 30, 2016. The pension expense is
deemed to be a State administrative expense due to the special fundin<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>