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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and

Members of the Township Committee
Township of Frankford

Augusta, New Jersey 07822

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various funds and account
group of the Township of Frankford in the County of Sussex, as of December 31, 2017 and 2016, the
related statement of operations and changes in fund balance - regulatory basis for the years then ended,
and the related statement of revenues - regulatory basis and statement of expenditures - regulatory basis
of the various funds for the year ended December 31, 2017, and the related notes to the financial
statements, which collectively comprise the Township’s basic 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 the basis of accounting prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, the
audit requirements prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey (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 audit to obtain reasonable assurance about whether the
financial statements are free of 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 entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate
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Honorable Mayor and
Members of the Township Committee
Page 2

in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

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

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

As described in Note 1 of the financial statements, the financial statements are prepared by the Township
of Frankford on the basis of the financial reporting provisions prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, which is a basis of
accounting other than accounting principles generally accepted in the United States of America, to meet
the requirements of New Jersey.

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, although
not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matters 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 of the Township of Frankford as of December 31, 2017 and
2016, or changes in financial position for the years then ended.

Basis for Qualified Opinion on Regulatory Basis Accounting Principles

We are unable to obtain sufficient evidence to support the cost of fixed assets. 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. We are, therefore, unable to express an opinion as to the general fixed assets account
group at December 31, 2017 and 2016, stated as $6,460,573.62 and $5,917,097.62 respectively.

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects of the matter described in “Basis for Qualified Opinion on Regulatory
Basis Accounting Principles” paragraph, the financial statements referred to above present fairly, in all
material respects, the regulatory basis balances sheets as of December 31, 2017 and 2016, the regulatory
basis statements of operations for the years then ended and the regulatory basis statements of revenues and
expenditures for the year ended December 31, 2017 in accordance with the basis of financial reporting
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New
Jersey as described in Note 1.
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Honorable Mayor and
Members of the Township Committee
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Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township of Frankford’s basic financial statements. The supplementary information listed
in the table of contents and the letter of comments and recommendations section are presented for purposes
of additional analysis and are not a required part of the basic financial statements.

The supplemental information listed in the table of contents are the responsibility of management and were
derived from and relates directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the basic financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In our opinion, the
supplemental information listed in the table of contents, are fairly stated, in all material respects, in relation
to the basic financial statements as a whole.

The letter of comments and recommendations section has not been subject to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated May 29, 2018
on our consideration of the Township of Frankford’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 Frankford’s internal
control over financial reporting and compliance.

Thomas M. Ferry, C.P.A.
Registered Municipal Accountant
No. 497

Femaioli, Weelhoty, Cerlle & Cuva, P4

FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants

Newton, New Jersey

May 29, 2018



Township of Frankford, N.J.
Comparative Balance Sheet - Regulatory Basis

Current Fund

December 31,
Ref.
Assets
Current Fund:
Cash A-4
Change Fund A-5

Receivables and Other Assets with Full Reserves:
Delinquent Taxes Receivable
Tax Title Liens Receivable
Property Acquired for Taxes -
Assessed Valuation
Revenue Accounts Receivable
Prepaid Local School District Taxes

Deferred Charges:
Special Emergency Authorizations (40A:4-55)
Emergency Authorizations (40A:4-47)

Federal and State Grant Fund:
Interfund Receivables:
Current Fund

A-6

A-T

A-8
A-9
A-19

A-14
A-15

A-22

[\®]
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3

3,040,176.27

A
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[\
o)
—
=)

1,751,807.23

275.00 275.00

3,040,451.27 1,752,082.23

150,496.45  159,896.13

41422081  368,491.98

593,800.00  488,500.00

1,894.11 511.13
18,000.00

1,178,41137 1,017,399.24

22,045.00

29,679.41

51,724.41

4218,862.64 2,821,205.88

74,137.95 86,405.60
4,293,000.59

2,907,611.48

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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Township of Frankford, N.J.
Comparative Balance Sheet - Regulatory Basis
Current Fund

December 31,

Ref.
Liabilities, Reserves and Fund Balance
Current Fund:
Appropriation Reserves
Unencumbered A-3;A-12
Encumbered A-3;A-12
Due To State of New Jersey:
Senior Citizen and Veteran Deductions A-10
Interfunds Payable:
Federal and State Grant Fund A-11
Other Trust Fund - A-11
Tax Overpayments A-13
Reserve for:
Master Plan A-13
Due to State of New Jersey:
DCA Training Fees A-13
Marriage Surcharge A-13
Encumbrances Payable A-16
Prepaid Taxes A-17
County Taxes Payable A-18
Reserve for Receivables Contra
Fund Balance A-1
Federal and State Grant Fund:
Encumbrances Payable A-23
Appropriated Reserve for Grants A-25
Unappropriated Reserve for Grants A-26

A

Page 2 of 2
2017 2016
153.62332  193.411.58
4978995  19.718.48
4322986 41,479.86
7413795  86,405.60
14,089.77
1142910 1345295
1,087.30  11,182.08
1,235.00
125.00
7.158.24
1351,209.66  273.938.92
16,107.08
1.707.862.46  655,039.24
1,178.411.37  1,017,399.24
1332.588.81  1,148.767.40
421886264 2.821,205.88
129.05 9,289.44
4861041  50,741.39
2539849 2637477
7413795  86,405.60
4293,000.50 2,907,611.48

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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Township of Frankford, N.J.

Comparative Statement of Operations and Changes in Fund Balance - Regulatory Basis

Current Fund
Year Ended December 31,
Ref.
Revenues and Other Income:
Fund Balance Utilized A-2
Miscellaneous Revenue Anticipated A-2
Receipts from Delinquent Taxes A-2
Receipts from Current Taxes A-2
Non-Budget Revenue A-2
Other Credits to Income:
Unexpended Balance of Appropriation Reserves ~ A-12
Total Revenues and Other Income
Expenditures:
Budget and Emergency Appropriations:
Operations - Within Caps:
Salaries and Wages A-3
Other Expenses A-3
Deferred Charges and Statutory Expenditures -
Municipal - Within Caps A-3
Operations - Excluded From CAPS:
Salaries and Wages A-3
Other Expenses A-3
Capital Improvements - Excluded from Caps
Municipal Debt Service - Excluded from Caps A-3
Deferred Charges and Statutory Expenditures -
Municipal - Excluded from Caps A-3
Refund of Prior Year Revenue A-4
County Taxes including Added Taxes A-18
Local District School Tax A-19
Prepaid School Taxes A-19
Regional High School Tax A-20
Open Space Tax A-21
Total Expenditures
Excess (Deficit) Revenue Over Expenditures
Adjustment to Income Before Fund Balance
Expenditures Included above Which are by Statute
Deferred Charges to Budget of Succeeding Year
Statutory Excess to Fund Balance
Fund Balance, January 1, A-1
Fund Balance Utilized as Budget Revenue
Fund Balance, December 31, A

2017 2016
508,000.00 557,000.00
809,497.66 767,648.18
156,557.23 155,890.36

18,439,203.44 18,683,024.27
444,094.64 287,812.84
190,264.36 132,965.24

20,547,617.33 20,584,340.89
1,026,900.00 965,600.00
1,532,300.00 1,583,500.00
246,103.70 237,620.41
167,000.00 162,000.00
119,595.87 81,468.00
470,000.00
495,377.77 19,477.78
60,295.00 110,500.00
2,454.74
4,625,970.46 4,567,660.89
7,172,579.00 7,383,458.00
18,000.00
4,315,886.00 4,481,413.00
73,333.38 73,313.05
19,855,795.92 20,136,011.13
691,821.41 448,329.76
29,679.41
691,821.41 478,009.17
1,148,767.40 1,227,758.23
1,840,588.81 1,705,767.40
508,000.00 557,000.00
1,332,588.81 1,148,767.40

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.




Township of Frankford, N.J.

Statement of Revenues - Regulatory Basis

Year Ended December 31, 2017

Fund Balance Anticipated

Miscellaneous Revenues:
Licenses:
Alcoholic Beverages
Other
Fees and Permits
Fines and Costs:
Municipal Court
Interest and Costs on Taxes
Interest on Investments and Deposits
Consolidated Municipal Property Tax Relief Aid
Energy Receipts Tax
Watershed Moratorium Offset Aid
Garden State Trust
Uniform Construction Code Fees
Special Items of General Revenue Anticipated With
Prior Written Consent of Director of Local
Government Services
Public and Private Revenues:
Clean Communities Program - Reserve
Recycling Tonnage Grant- Reserve
Other Special Items:
Reserve for Purchase of Road Equipment
Total Miscellaneous Revenues

Receipts from Delinquent Taxes
Subtotal General Revenues

Amount to be Raised by Taxes for Support of
Municipal Budget-Local Tax Including Reserve
for Uncollected Taxes

Budget Totals

Non-Budget Revenue

Current Fund

Ref.

A-9
A-9
A-9

A-9

A-9
A-9
A-9
A-9
A9
A-9

A-24
A-24

A-9
A-1

A-1;A-2

A-1;A-2

A-2
Page 1 of 2
Excess or
Budget Realized (Deficit)
508,000.00 508,000.00
5,000.00 4,940.00 (60.00)
4,400.00 4,425.00 25.00
50,000.00 40,388.60 (9,611.40)
13,000.00 18,865.04 5,865.04
50,000.00 43,676.16 (6,323.84)
4,000.00 4,922.37 922.37
1,499.00 1,499.00
453,502.00 453,502.00
13,066.00 13,066.00
10,729.00 10,729.00
84,000.00 107,532.35 23,532.35
26,374.77 26,374.77
9,577.37 9,577.37
70,000.00 70,000.00
795,148.14 809,497.66 14,349.52
155,000.67 156,557.23 1,556.56
1,458,148.81 1,474,054.89 15,906.08
2,416,639.00 2,463,071.60 46,432.60
3,874,787.81 3,937,126.49 62,338.68
444,094.64 444,094.64
3,874,787.81 4,381,221.13 506,433.32
A-3 ’

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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: A-2
Township of Frankford, N.J. Page 2 of 2

Statement of Revenues - Regulatory Basis
Current Fund
Year Ended December 31, 2017

Analysis of Realized Revenues Ref.

Revenue from Collections A-1;A-6 18,439,203.44

Less: Allocated to School, County, and ‘
Open Space Taxes A-6 16,187,768.84

Balance for Support of Municipal
Budget Appropriations 2,251,434.60

Add : Appropriation - Reserve for
Uncollected Taxes A-3 211,637.00

Amount for Support of Municipal
Budget Appropriations A-2 2,463,071.60

Receipts from Delinquent Taxes:

Delinquent Taxes
Taxes Receivable A-6 155,739.55
Tax Title Lien Receivable A-7 817.68
‘ A-2 156,557.23
Analysis of Non-budget Revenues
Ref.
Miscellaneous Revenues Not Anticipated:
Borough Clerk 1,504.77
Municipal Court Agreements 237,521.80
Cable T.V. Franchise Fee 18,781.00
Payment in Lieu of Taxes 8,366.00
Rents 8,976.00
Proceeds from Auction 16,145.00
Sale of Scrap Metal 1,031.00
Sale of Vacant and Abandoned Properties 94,600.68
Tax Sale Premiums 50,000.00
Various Refunds and Miscellaneous 7,168.39
A-4 444,094.64
A-2

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.

8

e el



"SJUOIRIE)S [eIoUBULJ 9SOy} JO ed [BISoul UR Q1B | SJUSWISIR)S [BIOURUL] 01 SOJON],, SuiAuedwoooe ay |,

67 €ST1 1S°9%€C 00°005°€ 00°00S°¢ sosuadxy 10410
00°8¢6 00'7L0°9€ 00°000°LE 00°000°LE sadep pue soLe[es
SOX®], JO JUSWISSISSY
LT8ESE €L 19T Y 00°008°LY 00°000°€Y yswdinby 9013 pue s901410gG I9ndwo)
00°0¥€C 00°091°ST 00°00S°LT 00°00S°LT SIVIAIRS NpNy
LT619 €L°086°91 00°009°L1 00°009°L1 sosuadxy 1010
LTOVY €L°65S°8Y 00°000°6¥ 00°000°6¥ soSep\ pue soLe[es
. UONBNSIUTWPY [BIOUBUIL]
0¥ 99L°1 09°€ETy 00°000°0 00°000°9 suond9dyg
00°000°C 00°000°C 00°000°1 SOUBUIPIQ JO UONBIYIPOD
S1°0S0°C S8°616°L 00°000°01 00°000°11 sesuadxy Joy10
yS8EYEl 9%'195°96 00°000°01 1 00°000°011 sadep\ pue saLe[es
191D redioruny
96'87€C RVANS 00°00S°L 00°00S°L sasuadxy 10Y10
00°8%0°1 00°TS6°01 00°000°C1 00°000°C1 saSep| pue soLe[eS
QAIINOOX PUB AIRISIUIWPY
JUSWUISAOL) [BIQUDN)
wSAVO,, UM - suoneradQ
pa[jadue) PIATISTY pasIey) UONBIJTIPON 193png FEN suoneridoiddy [eIsuan)
oouefeqg 1o pred oYV
popuadxoun 198png
LT0T ‘I€ 12qUIdD( pIpuy 183X
puny jud.aan)
siseq A1038[n3ay - sdumIpuddxy Jo Judmd)e)§
‘£°N ‘propjueay jo digsumog,
8 Jo [ a3eq

€V



"SJUSWIANL]S [eIouRUI) 9s9Y) Jo 1ed [eiSojur ue oIe , SJUSWNE]S [eroueul] 03 SAJON], SulAuedwoose o],

00°000°01
00°000°0¥
00005
00°005°S
SO0 - $6'666°6€1
0°8¢C 96°1LS1
00°LLT 00°€TH'S
0S°¢L8 05°920°1
w6951 85°0€8°ch
Y1979V 98°CLL'L
e 68y 89°015°¢CT
€E91¥C L9°€E8S°T1
09°0vC'E 0¥ 6SL9%
8°69¢ 81°0€9°C
88°9¢T°1 TI'€9L°09
UQ——OOE&U Uozowum ﬁow.ﬁw&o
oouereqg 1o preq
papuadxaupn)
8Jo 7 o8eq

€&V

00°000°01
00°000°0¥
00°00S°S
00°00S°S
00°000°0¥1

00°009°1
00°009°S

00°006°1
00°00%°S¥

00°00+°C1
00°000°%C

00°000%1
00°000°0S

00°000°€
00°000°29
UOTESYTPON

oYy
198png

00°000°01
00°000°0%
00°00S°S
00°00S°S
00°000°0%1
00°009°1
00°009°S
00°006°1
00°00%°S¥

00°00%°CI
00°0004C

000001
00°000°0S

00°000°€
00°000°C9

wephg 7o

LTOT ‘T€ 19qudd( pIapu 183X

puny jud.Lim)

" siseq A10)8[N3Y - SAIMIPUIdXH JO JUIUWIIIBIS

.H..Z am-ho.wv—ﬂﬁhrm Jo Q:—mﬁgo,ﬁ

siopuodsay 1511
uonnqLIuo)) - UoEZIuE3I PIy I1SI
jueuneda(] 211 9[[IAIOWRAY 0} PIY
yuouneda( 211 9[[IAyOURIg 01 PIY
soruedwo)) a11,] JOAJUN[OA 0} PIY
:Kyayes o1qnd
sosuadxq 19Yy10
sadep\ pue soLe[eS
JuowageURN Aouo3Iowy
sosuadxy 10y10
sadep\ pue saLR[RS
pieog 3uruoz
sosuadxi Y10
sadep\ pue soLe[es
pieog 9s() pue]
sosuadxy YO
S1S0)) pue S1AIRS urieauiduy
sesuadxH 19U10
:§1S00) pue S90IAJAS [e3o]
sasuadx 12y10
~ sadep\ pue saLIe[eS
SOXB], JO UOIII9[[0D

suonendolddy [eiouan)

(e
—



6L°6€8°1T 1T°091°8C
66°L6 107C09°C
97806 ¥L'169°9
$S'T8691 SY'LIOEST
00°000°0$
€€°€T60T L9°9LT9ET
19°6LS°TT 6€° 0TV L9V
80VEEY T6'59¢€°61
[4&:144 8S°1LT9
0TT6T'1 08°LOL TV
pa[[Poue) PIAISSSY pasIey)
ooueleqg Io pred
papuadxoun

00°000°0S 00°000°0S
0000LC 00°00S°C
00°009°L 00°008°L
00°000°0LT 00°000°0L1
00°000°0S 00°000°0S
00°00T°LST 00°000°€9C
00°000°06¥ 00°000°06%
00°00L°€T 00°000°0¢
000059 00°005°9 ,
00°000°cY 00°000°cY
uonesyIpopN 198png EED
BYV
1o38png

"SJUSWONR]S [eIOURUL) 9say) Jo 1ed [eiSejur ue ale , SJUSWLIE]S [eIouRUL] 03 SAJON], SulAuedwoode oy,

osuodxy 9[oIyoA
sasuadxy 10y10
[eAowY Ysel] pue a3eqien)
uorneues
sa3ep\ pue soue[es
Surpokooy
sosuadxy 10yI0
sadep\ pue soLe[es
[BAOWIY MOUS
sasuadxH 12y10
sadep\ pue soLB[eS
ooueuSUIRIA puk siredoy peoy
:Speoy pue s10NS
sosuadxy 12y10
sadep\ pue sdLIe[eS
spunoin) pue s3uipjing s1qnd
sasuadxH 12410
10In99s01J
11no)) edroruniy

8Jo ¢ a8eq

LT0T ‘T€ 19qud(f papuy 18d)x
pun jud.an))

siseq £10)e[n3aY - saanpuadxy Jo JudmdIel§

£°N ‘pIopue.lg Jo diysumop,

suonendoiddy [elsusr)

11



0L°LET
16°6C1
9G°GSETE
00°Sey
S6'€S8°1

091181
[SLTI°S
€556
LL61
69'708°1

LL'EY
ee'e

LYL1Y
9Cecl

pa[[eoue) paAIaSaY
ooueeqg

papuadxoun

8J0 ¢ 93¢

15

0£7295°C
6V L8OV
Yy p1LTT
0059591
S09t1°88

01°886°9C
61 TLS 'L
LY v01°8
€2°080°9
1€665°T1

€T9S8VT
L97960°TT

00°00S°C
000051
£eC8s

VL9LSY

pasIe)
10 preq

00°00L°C 00°00L°C
00°000°L¥ 00°000°St
00°005°85T 00°005°85T
00°000°LY 00°000°LY
00°000°06 00°000°06
00°008°8C 00°000°ST
00°000°€T 00°000°€T
00°005°8 00°000°L
00°001°9 00°00S°S
00°00%°€1 00700071
00°006'tC 00°000°LT
00°001°CT 00°000°0T
00°00S°C 00°00S°C
0070051 00°00S°1
00°000°1 00°000°T
00°00LV 00°00LY
UOTIeSTTPOIN 1e3png REN
.Hoﬁaﬂ
108png

"SJuUQWLIE]S [eIoUBUL 9S9Y) Jo Jed [eIS9)ul UB Q1B | SJUSWISIR)S [BIOUBUL] O SAJON|, SulAuedwoose ay ],

Ioy3QO 9ouBINSUf
SIOATEA\ NJouRg Yi[eoH
yeoy dnoin sakojdwyg
uorresuadwo)) SIS0
Aiqer [erousn
ooueINSUf
aurjosen
1O [°ng
ouoydoray,
3unys1 10018
Ao1091g
:osuadxy AN
sosuadxy Joy10
sagep\ pue soLeeS
spunoin) pue s3urping MNied
uoIjezIuedi() I01uoS
DdVOS
sasuadxd 10y10
sadep\ pue soLB[eS
yi[eaH jo pieog
:9IBJ[9M PUB YI[BSH

LTOT ‘I€ 13quadd(J papuy 183X

puny jud.LIn)

siseg A10)e[n3aYy - Sa.amIpuadxy Jo Judurdjels

"N amzo,ﬁv—-.—&.—_.m Jo Qmﬁmﬁgo,ﬁ

stonendoiddy [eiouarn)

12



oy |

“SJUSWLIE]S [eIoUBULJ 9SOY) JO 1ed [BISo)ul UB QI8 | STUSWIOIR]S [BIOUBUL] O} SOJON],, SurAuedwoooe oy,

00°000°C 00°000°C 00°000°C ooueinsu] uonesuaduwo)) juswkAojdwou)
007001 007001 007001 WeI3014 JUSWLINAY UoNNqLIuo)) paula(
YT68LT 9L°01T06 00°000°€6 00°000°€6 (T'S'Vv'0) weyshg Arnoog [eroog
00060°LT1 00°060°LT1 00°060°LI1 we)sAg JuoweIney ,sevkojduwg d1qnd
:0} UoNNqLIUO)
sarmipuadxyg A101nyels
650 1¥°6L9°6T 00°089°6C 00°089°6C wolsAg JuoweInay ,seokojdwy s1qng
1.0 6T VECY 00°SETY 00°SETY pungisnif, [0QUOH [BWIUY UL IO
: :so81ey)) pargjog
WSAVD,, upIp [ediorunyy
uSAVD. Ui -saanjipuadxy A10inie)S pue sagiey)) poiRjo(]
8L°LY8 OV TTTSY16E°] 00°00£°TES’T 00°00T°SES°T -V sasuadxy 10410
SSoIPEY SPE8Y 86 00006°9T0°1 00°0004Z0°1 [-v SoZeM| pUe SoLIe[eS
-[reredg
€€ 9T V81 L9 SE6VLET  00000T°65ST  00°00T°655CT wSAVO. Ui {(V) 8 Wy} suonerod( [e10], =
00°000°ST 00°000°ST 00°000°ST uonesuaduio)) 9ABS T PAJe[NWNIIY
- 9$°86L°9 v 10T°C 00°000°01 00°000°T T sosuadxy 1010
vTove 9L7€SL001 00°000°101T 00°000°001 S93eA\ pUB SILIe[eS
. S[EISIJO UONONIISUO))
S[EIIO SpOD-qns
[EIERIEe) paATaSTg pasrey) UOTJEdJIPOIA 1o8png ol suonendoiddy [erousn)
oouefeqg 1o pred YV
papuadxoun 198png
LTOT ‘1€ 1Oqudd( papuy 182X
puny jud.aan))
siseq A103e[n3oy - saanupuadxy Jo Jusmdl el
‘N ‘piopjueay jo digsumof,
830 ¢ 98eq

€V



-V

eI

LIYSO°T L9VSO°L L9VSO°T
001 00°1 001
LELLS6 LELLS6 LELLS6
LLYLEIT LLYLEIT LLYLE9T
¥6°9L5°C1 0L'85T91 9€°67E°CET 00°691°69C 00°591°69¢
¥6'9LS S1 0070 90°€TH'LE 00°000°€S 00°000°€S
009¢ 00 V911 00°00Z V1 00°00C¥1
86°60LC1 Tr6ST8I1 00°596°0¢ 00°596°0€
TILISE 88°T8¥ €91 00°000°L91 00°000°L91T
0¢'1 LS ESTLSIT €1°0ST°819°T  00°S0€°S08°C 00°S0£°S08°C
0¢'1 ¥T'688°C OV YITEVT 00°S01°9%C 00°S0T°9¥T
pa[[eoue) PoAISSTY pasIey) UONBOIPOIN 198png
ooueeg 1o pred oYV
papuadxoun 193png
LTOT ‘1€ 19quIddd( PIpuy 183X
puny 3ud.an)
siseq A103e[n3Y - S9IMIpuddxy Jo Judwd) el
°N ‘plopjueay jo digsumo],
8 JO 9 93eq

154

"SJUSWIAIE)S [BIOUBULY 959 JO Jed [eISojul ue oe , S)USWILIL]S [RIOURUL] 0 SIJON],, Sutduedwoose ay ],

aIeyS [B907] - 9ouRI[[V [edIoruniy

sjuelIn) 10J spun,] SUIYIIBIA
sesuadxyg 19410

OAIOSOY -jueID) 93euuo |, SUI[A09Yy

JURID) SONIUNUWIWO)) UBd[)

sonueANY Ag 19sPO sweidol] aeALld pue orgng

S1uoWaRISY 901AI0g [edIoIUnA [BO0[IIU] [BI0],
sesuadxd 12Y10
1usWRAIS Y Jomag - o[[1ayouerg Jo diysumoy],
sasuadxH 12y0
woIsAS 116
sasuadxq 10Y10
sogep\ pue saLe[es
:Ano)) Tedoruniy
s1uowRaId Y 991AI0g fediotunyy [€S0[IIU]

uSdVD., WOl papn[oxy - wﬂomuwhvﬂo M..

wSAVO, uryiim sesoding
TediorunpA J1oj suoreridoiddy [exsuan) [ejo],

SV, Uy [edorunjy - saimipuedxy
K101n381S puR padiey)) paLvya( [BI0L
suoneridoiddy [eIausn




bl i

“SJUSWISIR)S [eIoURUL} 953y} Jo Jied [eiSejur ue oJe ,SjuowOlR)S [BIOURUL O SAJON],, SuiAuedwiodoe oy,

00°0S0°LT 00°0S0°LT 00°0S0°LT
00°00C°1¢ 0000T°1C 00°00C°IC
00°S¥0°CT 00°S¥0°CC 00°S0°CT
£C0 LL LLES6V 00°8LE'S6V 00'8LES6Y v
£€C0 LLLLY61 00°8LY°61 00°8L¥°61
XXXXXXXX 0000601 0000601 0000601
XXXXXXXX  00°000°S9% 00°000°S9¥ 00°000°S9¥
¥6'9LS S 8STYLTI 67°€58°901 18°CLISE] 18CLIGEL [-v
TILISE 88°781°€91 00°000°L91 00°000°L91 |4
¥6'9LSST 0L'6ST91 L19€E0LT 18°TLIT0E 18°TLIT0E
00°1 18°900°LE 18°L00°LE 18°L00°LE
pa[[edouE) POAISTY wow iclifg) UOIBIIJIPOIA ja5png BEN
oouepeyq Jo pred RYV
pepuadxoupn) 198png
LT0T ‘1€ 19quIddd(f papuy 1ed X
puny jua.aan))
siseq A1038[n3Y - SAIMIPUIAXH JO JUIWIIB)S
‘£°N ‘propjueay yo digsumog],
830 L 98ed

€V

aseydInd pueTg 0-v0
I] uonoog peoy [[IH 981099 Z1-S0
:S90UBUIPI) pPopuUNjuN
(SS-VO¥ "STT'N) sTeax ¢
- suonezuoyIny Aousdiowy [eroadg
:sa8xey) paudyo (1)
uSdV D, WOL papn[dxXy
- [ediorunyy - sadrey) pasdy(
w«SAVO,, WOIJ POPNJOXH-991AISS 1go(T [edIotuniy [e10],
1sa10)u] pue jediourid JoJ sjuowAedoy uvo]
:wreio1d U0 ISNLY, USSID)
spuog uo 1S219ju]
sojoN [ende) pue sajoN uonedonuy puog Jo JUdWARJ
2SdVO,, WO POPA[OXT- 991AI0S 12 [edIotunjy
sosuadxs 12Y10
sadep\ pue soLIe[eS
‘[reRdg
4SdVD,, woij papn[oxH - suoneiadQ [e10],

198JO sweidold 9JeALl] pue oIjqnd [BI10],

suonendoiddy [eIouan

sonuaAdY Ag

v
—



"SJUSWIIES [RIoURUL 9s9Y) Jo Med [BI3a)ul UB 916 | SJUSWSIE]S [BIOUBUL] 01 90N, SutAuedwodoe oy,

LT ETIE0T

SoAIesay uonerndoiddy Jo SISAfeuy

SjuRlD) 911 29 [BIOPI] 10J OAIISAY
uonezLoYINy Aousdiowy - sadiey) painjo(
KouaGiowry [e1oadg - sadiey) paidya(]

pun, juein) 9jel§ pue [BIOP, - punjIoIuf

SOXE], PRJ09[[0oU[) 10] 9AIISOY

Pagiey)) 10 preqd Jo SISA[euy

suoneudoiddy [eiouan) [e10],
SOXE ], PAIOS[[0OU[) JOJ QAIISIY
suonjelidoiddy [ewuan [ejoiqng \©

«SdVD, Woly papnjoxg sesoding
rediorunyy 10y suonendoiddy [eoudn) (107,

uSAVO. WOL] papnjoxy
- [ediotuny - sag1ey)) paigje( [BI10],

stuonendolddy [eIouan)

S6'68L 6V v palequnouy
TEETIEST v palequnouauf)
L0'96L°5S9°¢
v1°CS6°SE STV
1¥°6L9°6T SI-v
00°S+0°CT Vi-v
LYVSO°] -V
S8 LTY SSEE a4 SjusuresIngsi( yse)
00°L£9°11T [ 4
-V

L'8LS ST LT EIF E0T LO'96L°GS9°E 18 L8LYVLY'E 18 L8LVLSE
00°LE9°TIT 00°LE9TIT 00°LE9TIT

LY 8LSS1 LTEIY 0T LO6STVhPE 18°0S1°€99°¢ 18°051°€99°¢€

LTLLS ST 0L'65ST°91 76800978 18°S¥8°LS8 [8°S¥8°LSS
00°S67°09 00°$62°09 00°S6Z°09 -V

pa[eoue) POAISSTY pasIey) TONBIJIPOIN 193png Tod
oouefeqg 1o pred oYy
papuadxoun) 18png
LTOT ‘1€ 19quiddd( papuy 183X
puny jud.aan))
siseq A103e[n3ay - soamIpuddxy Jo Juomd)e)s
'°N ‘piopjueaq yo digsumoy,
8 Jo g 98eq

134



Page 1 of2
Township of Frankford, N.J.
Comparative Balance Sheet - Regulatory Basis
Trust Funds
December 31,
Ref. 2017 2016
Assets
Animal Control Trust Fund:
Cash- Treasurer B-1 6.74 361.11
Deficit for Animal Control
Trust Fund Expenditures B-2 5,004.46 4,234.29
5,011.20 4,595.40
Other Trust Funds:
Cash B-1 1,259,302.73 1,311,076.24
Interfund - Current Fund B-5 14,089.77
1,259,302.73 1,325,166.01
1,264,313.93 1,329,761.41

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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Township of Frankford, N.J.

Comparative Balance Sheet - Regulatory Basis

B
Page 2 of 2

Trust Funds
December 31,
Ref. 2017 2016
Liabilities, Reserves & Fund Balance
Animal Control Trust Fund:
Prepaid Licenses B-3 5,010.00 4,590.00
Due to State Department of Health B-6 1.20 5.40
5,011.20 4,595.40
Other Trust Funds:
Interfund Payable
Reserve for Encumbrances B-4 15,892.64 22,225.93
Other Trust Funds B-7 1,243,410.09 1,302,940.08
1,259,302.73 1,325,166.01
1,264,313.93 1,329,761.41

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
18
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Township of Frankford, N.J.

Comparative Balance Sheet - Regulatory Basis

General Capital Fund
December 31,
Ref. 2017 2016

Assets
Cash C-2;C-3 58,676.40 883,301.48
New Jersey Grants Receivable C-4 77,105.90
Deferred Charges to Future Taxation

Funded C-5 94,487.41 111,815.10

Unfunded C-6 896,250.00 1,399,500.00

1,049,413.81 2,471,722.48

Liabilities, Reserves and Fund Balance
Capital Improvement Fund C-7 5,225.68 26,225.68
Improvement Authorizations:

Funded C-8 1,379.40 255,697.27

Unfunded C-8 92,282.00 223,574.12
Reserve for:

Purchase of Equipment C-9 70,000.00 140,000.00

Imp. to Renovations to Mun. Bldg. C-9 36,800.00 36,800.00

Improvements to Roads C-9 14,713.19 35,463.19

Improvements to Roads - LUB C-9 12,104.63 12,104.63

Construction of Firehouse C-9 11,112.50 11,112.50

Improvements to Parks C-9 475.78 475.78

Encumbrances C-9 317.80 499,222.00
Bond Anticipation Notes C-10 625,000.00 1,090,000.00
Green Trust Loan Payable C-11 ' 94,487.41 111,815.10
Fund Balance ' C-1 85,515.42 29,232.21

1,049,413.81 2,471,722.48

Footnote C: There were Bonds and Notes Authorized But Not Issued in the amount of $271,250.00 and

$309,500.00 on December 31, 2017 and 2016 per Exhibit C-12.

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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C-1

Township of Frankford, N.J.

Comparative Schedule of Fund Balance - Regulatory Basis

General Capital Fund

Years Ended December 31,

Ref.
017 2016
Balance - January 1, C 29,232.21 60,665.41
Increased by:
Improvement Authorizations Cancelled C-8 56,283.21 566.80
61,232.21.
Decreased by:
Appropriated to Finance
Improvement Authorizations 32,000.00
Balance - December 31, C 85,515.42 29,232.21

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
p gral p
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Township of Frankford, N.J.
Comparative Balance Sheet - Regulatory Basis

Public Assistance Fund

December 31,
Ref, 201 201
Assets
Cash D-1 2,876.20 2,876.20
Liabilities and Reserves
Reserve for Public Assistance D-3 2,876.20 2,876.20

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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Township of Frankford, N.J.

Comparative Statement of General Fixed Assets - Regulatory Basis

December 31,
Balance Balance
Dec. 31,2017 Dec. 31,2016
General Fixed Assets:

Land 2,669,650.00 2,669,650.00
Buildings 1,110,146.18 1,110,146.18
Machinery and Equipment 2,680,777.44 2,137,301.44

6,460,573.62 5,917,097.62

Investment in Fixed Assets 6,460,573.62 5,917,097.62

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2017 AND 2016

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The GASB Codification
establishes seven fund types and two account groups to be used by governmental units when reporting
financial position and results of operations in accordance with accounting principals generally accepted
in the United States of America (GAAP).

The financial statements of the Township of Frankford have been prepared in conformity with
accounting principles and practices prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey (the “Division”) which is a comprehensive basis
of accounting other than accounting principles generally accepted in the United States of America. Such
principles and practices are designed primarily for determining compliance with legal provisions and
budgetary restrictions and as a means of reporting on the stewardship of public officials with respect to
public funds. Under this method of accounting, the Township accounts for its financial transactions
through the following separate funds which differ from the fund structure required by GAAP.

A. Reporting Entity

The Township of Frankford (the “Township”) operates under a Township Committee form of
government. The Township’s major operations include public safety, road repair and maintenance,
sanitation, fire protection, recreation and parks, health services, and general administrative services.

GASB has issued Statement No. 14 which requires the financial reporting entity to include both the
primary government and those component units for which the primary government is financially
accountable. Financial accountability is defined as appointment of a voting majority of the component
unit’s board, and either a) the ability to impose will by the primary government, or b) the possibility that
the component unit will provide a financial benefit to or impose a financial burden on the primary
government.

However, the municipalities in the State of New Jersey do not prepare financial statements in
accordance with GAAP and thus do not comply with all of the GASB pronouncements. The financial
statements contained herein include only those boards, bodies, officers or commissions as required by
NJS 40A:5-5. Accordingly, the financial statements of the Township do not include the volunteer fire
department which is considered a component unit under GAAP. Complete financial statements of the
above components can be obtained by contacting the Treasurer of the respective entity.
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31,2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting

The Township uses funds, as required by the Division, to report on its financial position and the results
of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial
administration by segregating transactions related to certain Township functions or activities. An
account group, on the other hand, is designed to provide accountability for certain assets and liabilities
that are not recorded in those Funds.

The Township has the following funds and account groups:

Current Fund - This fund accounts for resources and expenditures for governmental operations of a
general nature, including Federal and State grants.

Trust Funds - Trust Funds are used to account for assets held by the government in a trustee

capacity. Funds held by the Township as an agent for individual, private organizations, or other -

governments are recorded in the Trust Funds.

Other Trust Fund - This fund is established to account for the assets and resources which are also
held by the Township as a trustee or agent for individuals, private organizations, other governments
and/or other funds.

Animal Control Trust Fund - This fund is used to account for fees collected from dog licenses and
expenditures which are regulated by NJS 4:19-15.11.

General Capital Fund - This fund is used to account for the receipt and disbursement of funds used for
acquisition or improvement of general capital facilities, other than those acquired in the Current Fund.

Public Assistance Fund - This fund is used to account for the receipt and disbursement of funds that
provide assistance to certain residents of the Township pursuant to Title 44 of New Jersey Statutes. The
Township transferred administration of the general assistance program to the Sussex County Board of
Social Services. The funds remaining in the Public Assistance Fund are used to assist certain residents
who do not qualify for the General Assistance Program.

General Fixed Assets Account Group - To account for all fixed assets of the Township. The
Township’s infrastructure is not reported in the group.
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting (continued)

A modified accrual basis of accounting is followed by the Township of Frankford. Under this method
of accounting revenues, except State/Federal Aid, are recognized when received and expenditures are
recorded, when incurred. The accounting principles and practices prescribed for municipalities by the
Division differ in certain respects from accounting principles generally accepted in the United States
of America (GAAP) applicable to local governmental units. The more significant differences are as
follows:

Property Tax Revenues - Real property taxes are assessed locally, based upon the assessed value of the
property. The tax bill includes a levy for Municipal, County and School purposes. The bills are mailed
annually in June for that calendar year’s levy. Taxes are payable in four quarterly installments on
February 1, May 1, August 1, and November 1. The amounts of the first and second installments are
determined as one quarter of the total tax levied against the property for the preceding year. The
installment due the third and fourth quarters is determined by taking the current year levy less the
amount previously charged for the first and second installments, with the remainder being divided
equally. If unpaid on these dates, the amount due becomes delinquent and subject to interest at 8% per
annum, or 18% on any delinquency amount in excess of $1,500. The school levy is turned over to the
Board of Education as expenditures are incurred, and the balance, if any, must be transferred as of June
30, of each fiscal year. County taxes are paid quarterly on February 15, May 15, August 15 and
November 15, to the County by the Township. When unpaid taxes or any municipal lien, or part
thereof, on real property, remains in arrears on the 11™ day of the 11™ month of the year levied, the
collector in the municipality shall subject to the provisions of the New Jersey Statutes enforce the lien
by placing the property on a tax sale. Annual in rem tax foreclosure proceedings are instituted to
enforce the tax collection or acquisition of title to the property by the Township. In accordance with
the accounting principles prescribed by the State of New Jersey, current and delinquent taxes are
realized as revenue when collected. Since delinquent taxes and liens are fully reserved, no provision
has been made to estimate that portion of the taxes receivable and tax title liens that are uncollectible.
GAAP requires tax revenues to be recognized in the accounting period when they become susceptible
to accrual, reduced by an allowance for doubtful accounts.

Miscellaneous Revenues - Miscellaneous revenues are recognized on a cash basis. Receivables for the
miscellaneous items that are susceptible to accrual are recorded with offsetting reserves on the balance
sheet of the Township’s Current Fund. GAAP requires such revenues to be recognized in the accounting
period when they become susceptible to accrual.

Grant Revenues - Federal and State grants, entitlements or shared revenues received for purposes
normally financed through the Current Fund are recognized when anticipated in the Township’s budget.
GAAP requires such revenues to be recognized in the accounting period when they become susceptible
to accrual. ‘
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting (continued)

Budgets and Budgetary Accounting

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

The Township is not required to adopt budgets for the following funds:

Animal Control Trust Fund Trust Fund
General Capital Fund

The governing body shall introduce and approve the annual budget not later than February 10, of the
fiscal year. The budget shall be adopted not later than March 20, and prior to adoption must be certified
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey.
The Director of the Division of Local Government Services, with the approval of the Local Finance
Board may extend the introduction and approval and adoption dates of the municipal budget. The
budget is prepared by fund, function, activity and line item (salary or other expense) and includes
information on the previous year. The legal level of control for appropriations is exercised at the
individual line item level for all operating budgets adopted. Emergency appropriations, those made after
the adoption of the budget and determination of the tax rate, may be authorized by the governing body
of the municipality. During the last two months of the fiscal year, the governing body may, by a 2/3
vote, amend the budget through line item transfers. Management has no authority to amend the budget
without the approval of the Governing Body. Expenditures may not legally exceed budgeted
appropriations at the line item level. Several budget transfers were approved by the governing body.

Expenditures - Are recorded on the “budgetary” basis of accounting. Generally, expenditures are
recorded when an amount is encumbered for goods or services through the issuance of a purchase order
in conjunction with an encumbrance accounting system. Outstanding encumbrances at December 31,
are reported as a cash liability in the financial statements. Unexpended or uncommitted appropriations,
at December 31, are reported as expenditures through the establishment of appropriations reserves
unless canceled by the governing body. GAAP requires expenditures to be recognized in the accounting
period in which the fund liability is incurred, if measurable, except for unmatured interest on general
long-term debt, which should be recognized when due.

Encumbrances - Contractual orders outstanding at December 31, are reported as expenditures through

the establishment of an encumbrance payable. Encumbrances do not constitute expenditures under
GAAP. '
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting (continued)

Appropriation Reserves - Are available, until lapsed at the close of the succeeding year, to meet specific
claims, commitments or contracts incurred during the preceding year. Lapsed appropriation reserves
are recorded as additions to income. Appropriation reserves do not exist under GAAP.

Compensated Absences - Expenditures relating to obligations for unused vested accumulated vacation
and sick pay are not recorded until paid. GAAP requires that the amount that would normally be
liquidated with expendable available financial resources be recorded as an expenditure in the operating
funds and the remaining obligations be recorded as a long-term obligation.

Property Acquired for Taxes - Is recorded in the Current Fund at the assessed valuation when such
property was acquired and fully reserved. GAAP requires such property to be recorded in the General
Fixed Assets Account Group at market value on the date of acquisition.

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. GAAP does not require the
establishment of an offsetting reserve.

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

Cash and Investments - Cash includes amounts in demand deposits as well as short-term investments
with a maturity date within one year of the date acquired by the government. Investments are stated at
fair value and are limited by NJSA 40A:5-15.1(a).

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

Comparative Data - Comparative data for the prior year has been presented in the accompanying balance
sheets and statements of operations in order to provide an understanding of changes in the Township’s
financial position and operations. However, comparative data have not been presented in all statements
because their inclusion would make certain statements unduly complex and difficult to understand.
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

‘B. Basis of Accounting (continued)

Use of Estimates - The preparation of financial statements requires management of the Township to
make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure
of contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Accordingly, actual results could differ from those
estimates.

General Fixed Assets - The Township of Frankford has developed a fixed asset accounting and reporting
system, as promulgated by the Division of Local Government Services, which differs in certain respects
from generally accepted accounting principles.

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

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

No depreciation has been provided for in the financial statements.

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

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

GAAP requires that all fixed assets be capitalized at historical cost or estimated historical cost if actual
historical cost is not available.

Recent Accounting Pronouncements

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 75, Accounting
and Financial Reporting for Postemployment Benefits Other Than Pensions. This Statement applies
to government employers who provided OPEB plans to their employees and basically parallels GASB
Statement 68 and replaces GASB Statement 45. The Statement is effective for periods beginning after
June 15, 2017. The Township does not believe this Statement will have any effect on future financial
statements. ‘

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 76, The
Hierarchy of Generally Accepted Accounting Principles for State and Local Governments, which

reduces the GAAP hierarchy to two categories of authoritative GAAP from the four categories under

28

s




TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting (continued)

Recent Accounting Pronouncements (continued)

GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting Principles for State and
Local Governments. The first category of authoritative GAAP consists of GASB Statements of
Governmental Accounting Standards. The second category comprises GASB Technical Bulletins and
Implementation Guides, as well as guidance from the American Institute of Certified Public Accountants
that is cleared by the GASB. The Township does not believe this Statement will have any effect on
future financial statements.

In August 2015, the Government Accounting Standards Board issued GASB Statement No. 77, Tax
Abatement Disclosures, which improve financial reporting by giving users of financial statements
essential information that is not consistently or comprehensively reported to the public at present.
Disclosure of information about the nature and magnitude of tax abatements will make these
transactions more transparent to financial statement users. As a result, users will be better equipped to
understand (1) how tax abatements affect a government's future ability to raise resources and meet its
financial obligations and (2) the impact those abatements have on a government's financial position and
economic condition. The Township does not believe this Statement will have any effect on future
financial statements.

In December 2015, the Government Accounting Standards Board issued GASB Statement No. 78,
Pensions Provided Through Certain Multiple-Employer Defined Benefit Pension Plans. The objective
of this Statement is to address a practice issue regarding the scope and applicability of Statement No.
68, Accounting and Financial Reporting for Pensions. This issue is associated with pensions provided
through certain multiple-employer defined benefit pension plans and to state or local governmental
employers whose employees are provided with such pensions. This Statement is effective for reporting
periods beginning after December 15, 2015. The Township does not believe this Statement will have
any effect on future financial statements.

In December 2015, the Government Accounting Standards Board issued GASB Statement No. 79,
Certain External Investment Pools and Pool Participants. This Statement addresses accounting and
financial reporting for certain external investment pools and pool participants. Specifically, it
established criteria for an external investment pool to qualify for making the election to measure all of
its investments at amortized cost for financial reporting purposes. This Statement is effective for
periods beginning after June 15,2015, and for certain provisions, periods beginning after December 15,
2015. The Township does not believe this Statement will have any effect on future financial statements.

In January 2016, the Government Accounting Standards Board issued GASB Statement No. 80,
Blending Requirements for Certain Component Units, which provides clarity about how certain
component units incorporated as not-for-profit corporations should be presented in the financial
statements of the primary state or local government. The Township does not believe this Statement will
have any effect on future financial statements.
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting (continued)

Recent Accounting Pronouncements (continued)

In March 2016, the Government Accounting Standards Board issued GASB Statement No. 81,
Irrevocable Split-Interest Agreements. The objective of this Statement is to improve accounting and
financial reporting for irrevocable split-interest agreements by providing recognition and measurement
guidance for situations in which a government is a beneficiary of the agreement. The Township does
not believe this Statement will have any effect on future financial statements.

In March 2016, the Government Accounting Standards Board issued GASB Statement No. 82, Pension
Issues - an Amendment of GASB Statements No. 67, No. 68 and No. 73. The objective of this Statement
is to address certain issues that have been raised with respect to Statement No. 67, Financial Reporting
for Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and No. 73, Accounting
and Financial Reporting for Pensions and Related Assets That Are Not Within the Scope of GASB
Statement 68, and Amendments to Certain Provisions of GASB Statements 67 and 68. This Statement
is effective for reporting periods beginning after June 15,2016. Specifically, this Statement addresses
issues regarding (1) the presentation of payroll-related measures in required supplementary information,
(2) the selection of assumptions and the treatment of deviations from the guidance in an Actuarial
Standard of Practice. The Township does not believe this Statement will have any effect on future
financial statements.

In November 2016, the Government Accounting Standards Board issued GASB Statement No. 83,
Certain Asset Retirement Obligations. This Statement establishes criteria for determining the timing
and pattern of recognition of a liability and a corresponding deferred outflows of resources for asset
retirement obligations (AROs). The Township does not believe this Statement will have any effect on
future financial statements. ‘

In January 2017, the Government Accounting Standards Board issued GASB Statement No. 84,
Fiduciary Activities. This Statement establishes criteria for identifying fiduciary activities of all state
and local governments. The focus on the criteria generally is on (1) whether a government is controlling
the assets of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship exists.
Separate criteria are included to identify component units and postemployment benefit arrangements
that are fiduciary activities. The Township is currently evaluating the effects, if any, this Statement may
have on future financial statements.

In March 2017, the Government Accounting Standards Board issued GASB Statement No. 85, Omnibus
2017, which addresses practice issues that have been identified during the implementation and
application of certain GASB statements. This Statement addresses a variety of topics including issues
relating to blending component units, goodwill, fair value measurement and application, and
postemployment benefits. The Township is currently reviewing what effect, if any, this Statement might
have on future financial statements.
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TOWNSHIP OF FRANKFORD, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Basis of Accounting (continued)

Recent Accounting Pronouncements (continued)

In May 2017, the Governmental Accounting Standards Board issued GASB Statement No. 86, Certain
Debt Extinguishment Issues, which improves consistency in accounting and financial reporting for in-
substance defeasance of debt by providing guidance for transactions in which cash and other monetary
assets acquired with only existing resources—resources other than the proceeds of refunding debt—are
placed in an irrevocable trust for the sole purpose of extinguishing debt. This Statement also improves
accounting and financial reporting for prepaid insurance on debt that is extinguished and notes to
financial statements for debt that is defeased in substance. The requirements of this Statement are
effective for reporting periods beginning after June 15,2017. The Township is currently reviewing what
effect, if any, this Statement might have on future financial statements.

In June 2017, the Government Accounting Standards Board issued GASB Statement No. 87, Leases,
which is intended to increase the usefulness of governments' financial statements by requiring
recognition of certain lease assets and liabilities for leases that previously were classified as operating
leases and recognized as inflows of resources or outflows of resources based on the payment provisions
of the contract. Under this Statement, a lessee is required to recognize a lease liability and an intangible
right-to-use lease asset, as a lessor is required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of information about the government's
leasing activities. The Township is currently reviewing what effect, if any, this Statement might have
on future financial statements.

C. Basic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit to be presented in
the general purpose financial statements to be in accordance with GAAP. The Township presents the
financial statements listed in the table of contents which are required by the Division and which differ
from the financial statements required by GAAP. In addition, the Division requires the financial
statements listed in the table of contents to be referenced to the supplementary schedules. This practice
differs from GAAP.

NOTE 2: BUDGETARY INFORMATION

Under New Jersey State Statutes, the annual budget is required to be a balanced cash basis document.
To accomplish this, the municipality is required to establish a reserve for uncollected taxes. The 2017
statutory budget included a reserve for uncollected taxes in the amount of $211,637.00. The amount
of fund balance budgeted to balance the 2017 statutory budget was $508,000.00.

Inter department budget transfers are not permitted prior to November 1. After November 1, budget
transfers can be made in the form of a resolution and approved by the Township Committee.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 2: BUDGETARY INFORMATION CONTINUED)

N.J.S.A. 40A:4-87 permits special items of revenue and appropriations to be inserted into the annual
budget when the item has been made available by any public or private funding source and the item was
not determined at the time of budget adoption. There were no special items of revenue and
appropriation inserted into the annual budget for 2017.

The municipality may make emergency appropriations, after the adoption of the budget, for a purpose
which was not foreseen at the time the budget was adopted or for which adequate provision was not
made therein. This type of appropriation shall be made to meet a pressing need for public expenditure
to protect or promote the public health, safety, morals or welfare or to provide temporary housing or
public assistance prior to the next succeeding fiscal year.

Emergency appropriations, except those classified as a special emergency, must be raised in the budgets
of the succeeding year. Special emergency appropriations are permitted to be raised in the budgets of

the succeeding three or five years. During 2017, there were no emergency appropriations inserted into
the annual budget.

NOTE 3: DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At December 31,2017,
the Township did not have deferred charges to succeeding years budgets.

NOTE 4: GENERAL FIXED ASSETS (UNAUDITED)

The following schedule is a summary of changes in the general fixed assets account group for the
year 2017.

Balance as of Balance as of
Dec. 31. 2016 Additions Deletions Dec. 31,2017
Land $2,669,650.00 $ - $ - $2.669,650.00
Buildings 1,110,146.18 - - 1,110,146.18
Equipment
(Including Vehicles) 2.137.301.44 543.476.00 - 2.680,777.44
$5.917.097.62 $543,476.00 $ - $6.460.573.62
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 5: MUNICIPAL DEBT

Long-term debt as of December 31, 2017 consisted of the following:

Amounts
Due
Balance Balance Within
Dec. 31,2016 Additions (1)  Reductions  Dec. 31, 2017 One Year

Compensated ;
Absences Payable $217,584.28 $3,640.91 $ - $221,225.19 $ -

New Jersey Green

Trust Loan Payable 111,815.10 - 17.327.69 94.487.41 12,911.70
$329,399.38 $3.640.91  $17.327.69  $315.712.60 $12.911.70

(1) Net of additions and uses of compensated absences.

The Local Bond law governs the issuance of bonds and notes to finance capital expenditures. General
obligation bonds have been issued for the general capital fund. All bonds are retired in serial
installments within the statutory period of usefulness. Bonds issued by the Township are general
obligations bonds, backed by the full faith and credit of the Township. Bond anticipation notes, which
are issued to temporarily finance capital projects, must be paid off within ten years and five months or
retired by the issuance of bonds.

The Township’s debt is summarized as follows:

Year 2017 Year 2016 Year 2015
General:
Bonds, Notes and Loans $719,487.41 $1,201,815.10 $128,801.35
Authorized But Not Issued:
General:
Bonds and Notes 271.250.00 309.500.00 1,731.000.00
Net Bonds and Notes Issued and
Authorized But not Issued - $990.737.41 $1.511.315.10 $1.859.801.35

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 indicated a statement net debt of
0.123%. '
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 5: MUNICIPAL DEBT (CONTINUED)

Debt : Gross Debt Dedubtions Net Debt

Regional High School District $1,331,485.76 $1,331,485.76 $ -
Municipal: 990,737.41 - 990,737.41

$2.322.223.17 $1.31.485.76 $990.737.41

Net Debt $990,737.41 divided by Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended,
804,602,493.00 = 0.123%.

SUMMARY OF AVERAGE EQUALIZED VALUATION

2017 804,602,493.00 -

2016 812,495,467.33

2015 ' 824,347,571.33

BORROWING POWER UNDER N.J.S.A. 40A:2-6 AS AMENDED

3 %% of Equalized Valuation Basis (Municipal) 28,161,087.26
Net Debt 990.737.41
Remaining Borrowing Power 27.170,349.85

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

Analysis of Long-term debt as of December 31, 2017 consisted of the following:

Outstanding bonds or loans whose principal and interest are paid from the Current Fund Budget of the
Township:

General Obligation Loan - Park Improvements - 10/28/98, in the amount of $150,000.00 with the State
of New Jersey, Department of Environmental Protection, Green Acres Trust Fund Loan. Interest is
paid semi-annually at a rate of 2.00% per annum and is included in the semi-annual installments. This
method of calculating interest is not in conformance with New Jersey Statutes. The Township has
received approval from the Local Finance Board to use this method of interest calculation for this issue.
The remaining balance as of December 31, 2017 was $4,717.03.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 5: MUNICIPAL DEBT (CONTINUED)

General Obligation Loan - Park Improvements - 1/8/08, in the amount of $160,000.00 with the State
of New Jersey, Department of Environmental Protection, Green Acres Trust Fund Loan. Interest is
paid semi-annually at a rate of 2.00% per annum and is included in the semi-annual installments. This
method of calculating interest is not in conformance with New Jersey Statutes. The Township has
received approval from the Local Finance Board to use this method of interest calculation for this issue.
The remaining balance as of December 31, 2017 was $89,770.38.

Debt Outstanding

Total General Capital Loan - Listed in above $94,487.41

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL AND INTEREST FOR LONG
TERM DEBT ISSUED AND OUTSTANDING

Calendar Year Interest Principal Total Debt Service
2018 $1,801.80 $12,911.70 $ 14,713.50
2019 1,589.93 8,359.39 9,949.32
2020 1,421.90 8,527.41 9,949.31
2021 1,250.50 8,698.81 9,949.31
2022 1,075.65 8,873.65 9,949.30

- 2023-2027 2.630.07 47.116.45 49,746.52
$9.769.85 ; $94.487.41 , $104,257.26

NOTE 6: BOND ANTICIPATION NOTES

The Township issued bond anticipation notes to temporarily fund various capital projects prior to the
issuance of serial bonds. The term of the notes cannot exceed one year but the notes may be renewed
from time to time for a period not exceeding one year. Generally, such notes must be paid no later than
the first day of the fifth month following the close of the tenth fiscal year following the date of the
original notes. The State of New Jersey also prescribes that on or before the third anniversary date of
the original note a payment of an amount at least equal to the first legally payable installment of the
bonds in anticipation of such notes issued be paid or retired. A second and third legal installment must
be paid if the notes are to be renewed beyond the fourth and fifth anniversary date of the original
issuance.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2017 AND 2016
(CONTINUED)

NOTE 6: BOND ANTICIPATION NOTES

The following activity related to Bond Anticipation Notes occurred during the calendar year ended
December 31, 2017:

Balance Balance
December 31, 2016 Additions Reductions December 31, 2017
General Capital: ,
Sussex Bank $1.090,000.00 $625,000.00 $1.090,000.00 $625.000.00

The Township has outstanding at December 31, 2017, a bond anticipation note in the amount of

$625,000.00 payable to Sussex Bank. This note will mature on August 10, 2018 and it is the intent of

the Township Council to renew this note for another one year period. The current interest rate on this

note is 1.45%. Principal and interest on this note is paid from the Current Fund budget of the Township.
NOTE 7: DUE TO/FROM OTHER FUNDS

Balances due to/from other funds at December 31, 2017 consist of the following:

$74.137.95 Due to Federal and State Grant from Current Fund for receipts and
disbursements made from Current Fund.

It is anticipated that all interfunds will be liquidated during the calendar year.

NOTE 8: FUND BALANCES APPROPRIATED

Fund balance at December 31, 2017 and 2016 which is appropriated and included as anticipated revenue
in the current fund for the year ending December 31, 2018 and 2017, as per the adopted budget was as
follows:

018 201
Current Fund $568.000.00 $508.000.00
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 9: LOCAL AND REGIONAL DISTRICT SCHOOL TAXES

Regulations provide for the deferral of not more than 50% of the annual levy when school taxes are
raised for a school year and have not been requisitioned by the School District. The Township of
Frankford has not elected to defer school taxes.

NOTE 10: PENSION PLAN

Description of Plans:

Township employees participate in one of the two contributory, defined benefit public employee
retirement systems: the State of New Jersey Public Employees' 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).

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/annrpts.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 '
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
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NOTE 10: PENSION PLAN (CONTINUED)

Benefits Provided (continued)

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 1/60a 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 before age 62 with 25
or more years of service credit 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 50 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.

Defined Contribution Retirement Program

Prudential Financial jointly administers the DCRP investments with the NJ Division of Pensions and
Benefits. If an employee is ineligible to enroll in the PERS or PFRS, the employee may be eligible to
enroll in the DCRP. DCRP provides eligible members with a tax-sheltered, defined contribution
retirement benefit, along with life insurance and disability coverage. Vesting is immediate upon
enrollment for members of the DCRP.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly
available financial reports that include the financial statements and required supplementary information
of the DCRP. The financial reports may be obtained by writing to the State of New Jersey, Department
of the Treasury, Division of Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625-0295.

Employers are required to contribute at an actuarially determined rate. Employee contributions are
based on percentages of 5.50% for DCRP of employees' annual compensation, as defined.. The DCRP
was established July 1, 2007, under the provisions of Chapter 92, P.L. 2007 and expanded under the
provisions of Chapter 89, P.L. 2008. Employee contributions for DCRP are matched by a 3% employer
contribution.

Contribution Requirements

The contribution policy is set by laws of the State of New Jersey and, in most retirement systems,
contributions are required by active members and contributing employers. Plan member and employer
contributions may be amended by State of New Jersey legislation. The pension funds provide for
employee contributions based on 5.5% for PERS. This amount will increase to 6.5% plus an additional
1% phased in over 7 years beginning 2012 and 8.5% for PFRS, which increased to 10% in October
2011, of the employee’s annual compensation, as defined by law. Employers are required to contribute
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
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NOTE 10: PENSION PLAN (CONTINUED)

Contribution Requirements (continued0

at an actuarially determined rate in all Funds. The actuarially determined employer contribution
includes funding for cost-of-living adjustments and noncontributory death benefits in the PERS and
PFRS. In the PERS and PFRS, the employer contribution includes funding for post-retirement
medicalpremiums.

~ The Township’s contribution to the various plans, equal to the required contributions for each year, were
as follows:

Year PERS DCRP
2017 $117,090.00 $0.00
2016 142,085.41 0.00
2015 106,024.00 0.00

Statement No's 68 and 71 require a state or local government employer to recognize a net pension
liability measured as of a date (the measurement date) no earlier than the end of its prior fiscal year.
However, since the financial statements are prepared on another comprehensive basis of accounting, the
net pension liability of the various pension systems is not recorded in the financial statements and is
only required to be disclosed in the notes to the financial statements.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions

Public Employees Retirement System (PERS)

At December 31, 2017, the Township had a liability of $3,019,857.00 for its proportionate share of the
PERS net pension liability. The net pension liability was measured as of June 30, 2017, and the total
pension liability used to calculate the net pension liability was determined by an actuarial valuation as
of that date. 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 governmental entities, actuarially determined. At June 30, 2017, the Township's
proportion was 0.0129727852 percent, which was a decrease of 0.0001017573 percent from its
proportion measured as of June 30, 2016.
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TOWNSHIP OF FRANKFORD, N. J.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 10: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued)

For the year ended December 31, 2017, the Township recognized pension expense of $117.090.00. At
December 31, 2017, deferred outflows of resources and deferred inflows of resources related to PERS
from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience $71,107.00 $ -
Changes of assumptions 608,397.00 606,167.00
Net difference between projected and actual earnings on pension
plan investments 20,563.00 -
Changes in proportion and differences between the Township’s
contributions and proportionate share of contributions - 35.701.00 28.843.00
Total $735.768.00 $635.010.00

Amounts reported as deferred outflows of resources related to pensions resulting from contributions
subsequent to the measurement date (June 30, 2017) will be recognized as a reduction of the net pension
liability in the subsequent year. Other amounts reported as deferred outflows of resources and deferred
inflows of resources related to pensions (excluding changes in proportion) will be recognized in pension
expense as follows:

Year ended June 30:
2018 $71,090.00
2019 107,277.00
2020 65,004.00
2022 (86,456.00)
2021 (63,015.00)

Changes in Proportion

The previous amounts do not include employer specific deferred outflows of resources and deferred
inflows of resources related to changes in proportion. These amounts should be recognized (amortized)
by each employer over the average of the expected remaining service lives of all plan members, which
is 5.48, 5.57, 5.72 and 6.44 years for 2017, 2016, 2015 and 2014 amounts respectively.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2017 AND 2016
(CONTINUED)

NOTE 10: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued)

Additional Information

Local Group Collective balances at June 30, 2017 and June 30, 2016 are as follows:

June 30, 2017 June 30,2016
Collective deferred outflows of resources $6,424,455,842 $8,685,338,380
ColIectiVé deferred inflows of resources 5,700,625,981 870,133,595
Collective net pension liability 23,278,401,588 29,617,131,759
Township’s Proportion 0.0129727852% 0.0131346101%

Actuarial Assumptions

The total pension liability for the June 30, 2017 measurement date was determined by an actuarial
valuation as of July 1, 2016, which rolled forward to June 30, 2017. This actuarial valuation used the
following assumptions, applied to all periods in the measurement.

Inflation 2.25 Percent .
Salary Increases:
Through 2016 1.65-4.15 Percent (based on age)
Thereafter 2.65-5.15 Percent (based on age)
Investment Rate of Return 7.00 Percent

The actuarial assumptions used in the June 30, 2016 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.

Mortality Rates

Pre-retirement mortality rates were based on the RP-2000 Employee Pre-retirement Mortality Table for
male and female active participants. For State employees, mortality tables are set back 4 years for males
and females. 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 of2013
using a generational approach based on the plans actuary’s modified MP-2014 projection scale. Post-
retirement mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 10: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued)

Mortality Rates (continued)

Tables (setback 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 1 year for females).

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments (7.00% at
June 30, 2017) 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's target asset allocation as of June 30, 2017 are summarized
in the following table: '

Long-Term

Target Expected Real

Asset Class - Allocation Rate of Return
Absolute return/risk mitigation 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U. S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
Public high yield 2.50% 6.82%
Global diversified credit 5.00%0 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real estate 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U. S. Equity 30.00% 8.19%
Non-U. S. Developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%
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TOWNSHIP OF FRANKFORD, N. J.
NOTES TO FINANCIAL STATEMENTS

DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 10: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued)

Discount Rate

The discount rate used to measure the total pension liability was 5.00% as of June 30, 2017. This single
blended discount rate was based on the long-term expected rate of return on pension plan investments
of 7.00%, and a municipal bond rate of 3.58% as of June 30, 2017 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 on the contribution rate in the most recent
fiscal year. The State contributed 40% of the actuarially determined contributions and 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 2040. Therefore, the long-term expected rate of return on plan
investments was applied to projected benefit payments through 2040 and the municipal bond rate was
applied to projected benefit payments after that date in determining the total pension liability.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers as of June 30,
2017 respectively, calculated using the discount rate as disclosed above as well as what the collective
net pension liability would be if it was calculated using a discount rate that is 1 - percentage point lower
or 1- percentage-point higher than the current rate:

June 30,2017

At Current
1% Discount 1%
Decrease Rate Increase
4.00% 5.00% 6.00%
Township's proportionate share
of the pension liability $3,746,338 $3,019,857 $2,414,609

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
Financial Report for the State of New Jersey Public Employees Retirement System (PERS). The
financial report may be accessed at www.state.nj.us/treasury/pensions.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 11: ACCRUED SICK AND VACATION BENEFITS

The Township has permitted employees to accrue unused sick pay, which may be taken as time off or
paid upon retirement or separation at the employee’s current rate at such termination. It is expected that
the cost of such unpaid compensation would be included in the Township’s budget operating
expenditures in the year in which it is used. It is estimated that current cost of such unpaid
compensation would approximate $221,225.19. '

This amount is not reported either as an expenditure or a liability. The Township has reserved
$81,598.92 from previous budgets to be used to offset this liability and is reflected on the Trust Fund
balance sheet. See Exhibit B-7 for an analysis. It is expected that any remaining cost of such unpaid
compensation the would be included in the Township’s budget operating expenditures in the year in
which it is used.

NOTE 12: CASH, CASH EQUIVALENTS AND INVESTMENTS
Cash

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits may not
be returned to it. The Township’s policy is based on New Jersey Statutes requiring cash be deposited
only in New Jersey based banking institutions that participate in New Jersey Governmental Depository
Protection Act (GUDPA) or in qualified investments established in New Jersey Statutes 40A:5-15.1(a)
that are treated as cash equivalents. As of December 31, 2017, $-0- of the Township’s bank balance
of $4,228,452.39 was exposed to custodial credit risk.

Investments

Investment Rate Risk

The Township does not have a formal investment policy that limits investment maturities as a means
of managing its exposure to fair value losses arising from increasing interest rates. However, New
Jersey Statutes 40A:5-15.1(a) limits the length of time for most investments to 397 days.

Credit Risk

New Jersey Statutes 40A:5-15.1(a) limits municipal investments to those specified in the Statutes. The
type of allowance investments are Bonds of the United States of America, bonds or other obligations
of the towns or bonds or other obligations of the local unit or units within which the Township is
located: obligations of federal agencies not exceeding 397 days; government money market mutual
funds; the State of New Jersey Cash Management Plan; local government investment pools; or
repurchase of fully collateralized securities.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31,2017 AND 2016
(CONTINUED)

NOTE 12: CASH, CASH EQUIVALENTS AND INVESTMENTS (CONTINUED)
Concentration of Credit Risk

The Township places no limit on the amount the Township may invest in any one issuer.

NOTE 13: RISK MANAGEMENT

The Township is exposed to various risks of loss related to general liability, automobile coverage,
damage and destruction of assets; errors and omissions; injuries to employees; and natural disasters.
The Township has obtained insurance coverage to guard against these events which will provide
minimum exposure to the Township should they occur. During the 2017 calendar year, the Township
did not incur claims in excess of their coverage and the amount of coverage did not significantly
decrease.

New Jersey Unemployment Compensation Insurance - The Township has elected to fund its New
Jersey Unemployment Compensation Insurance under the “Benefit Reimbursement Method”. Under
this plan, the Township is required to reimburse the New Jersey Unemployment Trust Fund for benefits
paid to its former employees and charged to its account with the State. The Township is billed quarterly
for amounts due to the State. The following is a summary of Township contributions, employee
contributions, reimbursements to the State for benefits paid and the ending balance of the Township’s
expendable trust fund for the current and previous two years:

Interest Earnings/

: Township Employee Amount Ending

Fiscal year Contributions Contributions Reimbursed Balance
2017 $1,214.24 $2,357.65 $8,432.37 $35,834.83
2016 1,240.51 2,278.16 7,099.25 40,695.31

2015 : 260.42 2,218.23 10,301.29 44,275.89

NOTE 14: HEALTH INSPECTIONS
The Township of Frankford has elected to have the County of Sussex, Department of Health, do all the
health inspections. Therefore, the Township does not have a health inspector.

NOTE 15: PUBLIC ASSISTANCE
The Township of Frankford has elected to have the County of Sussex process all public assistance

granted to the residents. Therefore, the Township of Frankford no longer has a public assistance
director.
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TOWNSHIP OF FRANKFORD, N. J.

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 16. TAXES COLLECTED IN ADVANCE

Taxes collected in advance are recorded as cash liabilities in the financial statements. Following is a
comparison of the liability for the previous two years:

Balance Balance
Dec 31.2017 Dec 31,2016
Prepaid Taxes $1,351.299.66 $273.938.92
Cash Liability for Taxes '
Collected in Advance $1.351.299.66 $273.938.92

'NOTE 17; POST-RETIREMENT BENEFITS

Plan Description

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

The SHBP was extended to employees, retirees, and dependents of participating local public employers
in 1964. Local employers must adopt a resolution to participate in SHBP. In 1991, Township of
Frankford authorized participation in the SHBP’s post-retirement benefit program through resolution.
Eligible retired employees and their dependents covered under the program, including surviving spouses
will receive benefits based on 25 years or more of service credited in such retirement system, excepting
the employees who elected deferred retirement but including the employees who retired on disability
pensions based on fewer years of service credited, and also to reimburse such retired employees for their
premium charges under Part B of the Federal Medicare Program covering the retired employees and
their spouse in accordance with the regulations of the SHBP. In 2005, the Township of Frankford
adopted chapter 48 through resolution, which allows employees to retire with all benefits listed above,
with the exception that benefits will commence after fifteen (15) years of service with the township, and
a minimum age of 62.
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E
=

NOTE 17: POST-RETIREMENT BENEFITS (CONTINUED)

Plan Description (continued)

The State Health Benefits Commission is the executive body established by statute to be responsible for
the operation of SHBP. The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required supplementary information for
the SHBP. That report may be obtained by writing to: State of New Jersey Division of Pensions and
Benefits, P. O. Box 295, Trenton, NJ 08625-0295 or by visiting their website at
www.state.nj.us/treasury/pensions/gasb-43-sept2008.pdf

Funding Policy

Participating employers are contractually required to contribute based on the amount of premiums
attributable to their retirees. Post-retirement medical benefits under the plan have been funded on a pay-
as-you-go basis since 1994. Prior to 1994, medical benefits were funded on a actuarial basis.

Contributions to pay for the health premiums of participating retirees in the SHBP are billed to the
Township of Frankford on a monthly basis. Funds for retiree health premiums are raised each year in
the municipality via property taxes.

The Township of Frankford contributions for SHBP for the years ended December 31,2017, 2016 and
2015, were $6,506.40, $6,194.76, and $5,898.60, respectively, which equaled the required contributions
for each year. There were approximately 1, 1, and 1 retired participants eligible at December 31, 2017,
2016, and 2015, respectively.

NOTE 18: CONTINGENT LIABILITIES

Township Counsel has advised us of the following:

“The foregoing litigation concerned a bid for the purchase of salt. Multiple municipalities were
involved, and as of December 31, 2017, a summary judgment had been filed jointly by several
municipalities, including Frankford Township, that remained pending. Thus, as of the end of the year,
litigation remained open and the potential exposure in excess of $30,000.00 However, the litigation
was resolved in 2018 through the Township’s purchase of a limited amount of salt as well as the Federal
District Court Judge’s grant of summary judgment in favor of the Municipal Defendants. A Stipulation
of Dismissal has been filed and Releases exchanged.”
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NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2017 AND 2016
(CONTINUED)

NOTE 19: SUBSEQUENT EVENT

The Township has evaluated subsequent events through May 29, 2018, the date which the financial
statements were available to be issued and no other items were noted for disclosure.
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TOWNSHIP OF FRANKFORD, N.J.
OFFICIALS IN OFFICE AND SURETY BONDS
YEAR ENDED DECEMBER 31, 2017

The following officials were in office during the period under audit:

LGRS

NAME

James Ayers
Edwin Risdon Jr.

Emery (Sam) Castimore

Patricia Bussow

Marcy Gianattasio
Diane Brauchle

Stephen Lance
Sharon Yarosz

Jason Laliker
Shari McSweeney
Jeffrey Fette

Ann Bell

William Paterson
James Cutler
James G. Devine
Suzanne Oakley
Carol Cosh

Peter J. Laemers, Esq.

Kevin Benbrook
Michael Flood
Clifford Storms
Harold E. Pellow
Charles Konecke
John Demarest
Sharon Tufaro
Daniel Colfax
James Sloan

TITLE

Mayor
Deputy Mayor
Committeeperson
Municipal Clerk; Assessment Search Officer;
Deputy Registrar to 5/19/17,
Registrar, Board of Health Secretary from 5/19/17;
Deputy Clerk; Registrar; Dog Licensing Official;
Construction Secretary; Board of Health Secretary to 5/19/17
Deputy Clerk; Deputy Registrar;
Dog Licensing Official from 5/19/17
Tax Collector; Tax Search Officer
Chief Financial Officer;
Treasurer; Land Use Administrator
Assessor
Violations Clerk
Construction Official: Building Subcode Officer
Construction Secretary from 7/18/17

- Fire Subcode Official; Fire Official to 10/31/17

Plumbing Inspector; Fire SubCode Official from 11/1/17
Judge

Municipal Court Administrator

Deputy Court Administrator

Prosecutor

Township Attorney

Animal Control Officer

Electrical Subcode Official; Inspector
Engineer

Emergency Management Coordinator
DPW Supervisor

Zoning Officer; Fire Official from 11/1/17
Public Defender

Public Defender

Thomas M. Ferry, C.P.A., RM.A. Township Auditor

There is in effect a Public Employee Blanket Bond in the amount of $1,000,000 per person issued by Municipal
Excess Liability Joint Insurance Fund.
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COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE

Revenue and Other Income Realized

Fund Balance Utilized
Miscellaneous - From Other Than
Local Property Tax Levies
Collection of Delinquent Taxes
and Tax Title Liens
Collection of Current
Tax Levy
Other Credits to Income

Total Revenue and Other Income Realized

Expenditures

Budget Expenditures:
Municipal Purposes
Local and Regional School Taxes
County Taxes
Open Space Tax
Other Expenditures

Total Expenditures

Excess (Deficit) in Revenue

Adjustments to Income Before Fund Balance:

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

Statutory Excess to Fund Balance

Fund Balance, January 1,

Less:
Utilized as Anticipated Revenue

Fund Balance, December 31,

CURRENT FUND
Year 2017 Year 2016

Amount % Amount %
508,000.00 2.472% 557,000.00 2.706%
809,497.66 3.940% 767,648.18 3.729%
156,557.23 0.762% 155,890.36 0.757%
18,439,203.44 89.739% 18,683,024.27 90.763%
634,359.00 3.087% 420,778.08 2.044%
20,547,617.33 100.000% 20,584,340.89 100.000%
3,647,572.34 18.370% 3,630,166.19 18.028%
11,506,465.00 57.950% 11,864,871.00 58.924%
4,625,970.46 23.298% 4,567,660.89 22.684%
73,333.38 0.369% 73,313.05 0.364%
2,454.74 0.012% 0.000%
19,855,795.92 100.000% 20,136,011.13 100.000%

691,821.41

691,821.41

1,148,767.40

1,840,588.81

508,000.00

1,332,588.81
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448,329.76

29,679.41

478,009.17

1,227,758.23

1,705,767.40

557,000.00

1,148,767.40




COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2017 2016 2015

Tax Rate 2.544 2.576 2.563

Apportionment of Tax Rate:

Municipal 330 320 311

County ' .632 624 | 585

Regional School Tax 1.572 1.009 1.016

Regional High School - 613 .642

Municipal Open Space .010 .010 .009
- Assessed Taxable Valuation:

2017 730,783,000

2016 731,384,819

2015 ; 728,976,438

COMPARISON OF TAX LEVIES AND COLLECTION CURRENTLY

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

Cash Percentage of
Year Tax Levy Collections Collections
2017 18,656,291.39 18,439,203.44 98.83%
2016 18,886,348.01 18,683,024.27 . 98.92%
2015 18,683,920.28 18,544,897.44 99.26%
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DELINQUENT TAXES AND TAX TITLE LIENS

Year

2017
2016
2015

Amount of
Tax Title
Liens

414,220.81
368,491.98
352,907.94

Amount of
Delinquent
Taxes

150,496.45
159,896.13
129,473.13

Total
Delinquent

564,717.26
528,388.11
482,381.07

PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

The value of property acquired by liquidation of tax title liens on December 31 on the basis of the last

assessed valuation of such properties, is as follows:

Year Amount

2017 593,800.00
2016 488,500.00
2015 488,500.00

COMPARATIVE SCHEDULE OF FUND BALANCES

Utilized

Balance in Budget of
Year December 31 Succeeding Year
2017 1,332,588.81 568,000.00
2016 1,148,767.40 508,000.00
2015 ‘ 1,227,758.23 557,000.00
2014 1,244,163.31 576,000.00
2013 1,079,970.36 500,000.00
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Percentage
of Tax Levy

3.02%
2.79%
2.58%




Township of Frankford, N.J.

Schedule of Cash - Tréasurer

Current Fund

Year Ended December 31,2017

Balance - December 31, 2017

Ref,
Balance - December 31, 2016 A
Increased by Receipts:
Miscellaneous Revenue Not Anticipated A-2
Taxes Receivable A-6
Tax Title Liens Receivable A-7
Revenue Accounts Receivable A-9
Due To State - Senior Citizen and
Veteran Deductions A-10
Interfunds A-11
Various Cash Liabilities and Reserves A-13
Prepaid Taxes A-17
Decreased by Disbursements:
Refund of Prior Year Revenues A-1
Current Year Budget Appropriations A-3
Interfunds A-11
Appropriation Reserves A-12
Various Cash Liabilities and Reserves A-13
County Taxes Payable A-18
District School Taxes Payable A-19
High School Taxes Payable A-20
A
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444,094.64 .

18,249,625.13
817.68
773,545.52

62,500.00
33,921.19
81,785.48
1,351,299.66

2,454.74
3,355,427.85
134,666.66
22,865.70
77,476.93
4,609,863.38
7,190,579.00
4,315,886.00

1,751,807.23

20,997,589.30

22,749,396.53

19,709,220.26

3,040,176.27




Township of Frankford, N.J.
Schedule of Cash - Change Fund
Current Fund

Year Ended December 31,2017

Ref.
Balance - December 31, 2016 A
Balance - December 31, 2017 A
Analysis of Balance:
Collector
Court Clerk
Construction Department
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275.00

275.00

150.00
50.00
75.00

275.00
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A-7

- Township of Frankford, N.J.
Schedule of Tax Title Liens Receivable
Current Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 A 368,491.98
Increased by: :
Transferred from 2017 Taxes Receivable 41,312.02
Transferred from 2016 Taxes Receivable 2,170.98
A-6 43,483.00
Interest and Costs on Tax Sale 160.36
Year-End Penalty on Tax Title Liens 2,903.15
46,546.51
415,038.49
Decreased by:
Cash Receipts A-2;A-4 817.68
Balance - December 31, 2017 A 414,220.81
A-8
Schedule of Property Acquired for
Taxes Assessed Valuation
Current Fund
Year Ended December 31, 2017
Ref.
Balance - December 31, 2016 A -488,500.00
Increased by:
Add: Adjustment to Assessed Valuation
105,300.00

Balance - December 31, 2017 A 593,800.00
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A-9

Township of Frankford, N.J.
Schedule ‘of Revenue Accounts Receivable
Current Fund
Year Ended December 31,2017

Balance Balance

Ref, Dec. 31,2016 Accrued Collected Dec. 31,2017
Clerk
Licenses:
Alcoholic Beverages A-2 4,940.00 4,940.00
Other Licenses A-2 4,425.00 4,425.00
Fees and Permits A-2 40,388.60 40,388.60
Municipal Court )
Fines and Costs A2 511.13 20,248.02 18,865.04 1,894.11
Tax Collector ,
Interest and Costs on Taxes A-2 43,676.16 43,676.16
Interest on Investments and Deposits A-2 4,922.37 4,922.37
Consolidated Municipal Property
Tax Relief Act A2 1,499.00 1,499.00
Energy Receipts Tax A-2 453,502.00 453,502.00
Watershed Moratorium Offset Aid A-2 13,066.00 13,066.00
Garden State Trust A-2 10,729.00 10,729.00
Uniform Construction Code '
Fees and Permits - Building : A-2 107,532.35 107,532.35
Reserve for Purchase of Road Equip. A-2 70,000.00 70,000.00
511.13 774,928.50 773,545.52 1,894.11
A A-4 A
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A-10

Township of Frankford, N.J.

Schedule of Amount Due To State of New Jersey
for Senior Citizens' and Veterans' Deductions - CH. 73 P.L. 1976

Current Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 A 41,479.86
Increased by:
State Share of Senior Citizens and
Veteran Deductions Received in Cash A-4 62,500.00
103,979.86
Decreased by: .
Senior Citizens' Deductions Per Tax Billing 7,250.00
Veterans' Deductions Per Tax Billing 53,000.00
Senior Citizens' and Veterans'
Deductions Allowed by Collector - Current Year 2,500.00
62,750.00
Less:
Deductions Disallowed - Current Year 1,000.00
Deductions Disallowed - Prior Year 1,000.00
A-6 60,750.00
Balance - December 31, 2017 A 43,229.86
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A-11

Township of Frankford, N.J.
Schedule of Interfunds Receivables/(Payables)
Current Fund

Year Ended December 31, 2017

Due From/(To) " Due From/ (To)
Balance Balance
Fund Ref.  Dec. 31,2016 Increased Decreased Dec. 31, 2017
Federal and State Grants A (86,405.60) 34,975.86 47,243.51 (74,137.95)
Other Trust A (14,089.77) 73,333.38 87,423.15
(100,495.37) 108,309.24 134,666.66 (74,137.95)

Analysis
Due From Current Fund (100,495.37) (74,137.95)
2017 Budget Appropriations A-3 1,054.67
Received A-4 33,921.19
Disbursed A-4 134,666.66
Open Space Tax A-21 73,333.38

108,309.24 134,666.66
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A-12
Page 1 of 3
Township of Frankford, N.J.
Schedule of Appropriation Reserves
Current Fund
Year Ended December 31, 2017
Balance, Balance
Dec. 31, after Paid or Balance
2016 Transfers Charged Lapsed

Salaries and Wages Within "CAPS":

Administrative and Executive 262.00 262.00 262.00

Municipal Clerk 992.55 992.55 992.55

Financial Administration 208.15 208.15 208.15

Assessment of Taxes 844.26 844.26 844.26

Collection of Taxes 137.94 137.94 137.94

Municipal Land Use Board 36.00 36.00 36.00

Zoning Board 1,624.30 1,624.30 1,624.30

Emergency Management Services 83.00 83.00 83.00

Public Buildings and Grounds 445.00 445.00 445.00

Road Repairs and Maintenance 17,674.99 17,674.99 17,674.99

Recycling 85.36 85.36 85.36

Board of Health 178.96 178.96 178.96

Construction Officials 581.36 581.36 581.36
Total Salaries and Wages Within "CAPS" 23,153.87 23,153.87 23,153.87
Other Expenses Within "CAPS":

Administrative and Executive 3,066.27 3,066.27 3,066.27

Municipal Clerk 146.00 146.00 146.00

Codification of Ordinances 4,000.00 4,000.00 4,000.00

Elections 2,152.09 2,152.09 2,152.09

Audit Services 1,140.00 1,140.00 1,140.00

Computer Services & Office Equipment 10,800.94 10,800.94 2,586.00 8,214.94

Assessment of Taxes 2,416.42 2,416.42 2,416.42

Collection of Taxes 73.80 73.80 73.80

Legal Services and Costs 238.00 238.00 776.00 -538.00

Engineering Services and Costs 6,333.42 6,333.42 6,333.42

Municipal Land Use Board 669.99 669.99 669.99

Zoning Board 670.03 670.03 670.03

Emergency Management 491.16 491.16 491.16

Sheriff Services 2,700.00 2,700.00 2,700.00

Prosecutor 1,292.20 1,292.20 1,292.20

Public Buildings and Grounds 12,269.12 12,269.12 981.31 11,287.81




Road Repairs and Maintenance
Garbage and Trash Removal
Vehicle Expense
Board of Health
Park Buildings and Grounds
Utilities:
Electricity
Street Lighting
Telephone
Fuel Oil
Gasoline
Insurance:
General Liability
Workman's Compensation Insurance
Employee Group Health
Health Benefit Waivers
Insurance Other
Construction Officials
Total Other Expenses Within "CAPS"

Total Operations Within "CAPS"

Deferred Charges and Statutory Expenditures
Within "CAPS":
Statutory Expenditures:
Contribution To:
Social Security ( O.A.S.L.)
Defined Contribution Retirement Program
Total Deferred Charges and Statutory
Expenditures Within "CAPS"

A-12

Page 2 of 3
Township of Frankford, N.J.
Schedule of Appropriation Reserves
Current Fund
Year Ended December 31, 2017
Balance, Balance

Dec. 31, after Paid or Balance

2016 Transfers Charged Lapsed
70,673.80 70,673.80 10,471.64 60,202.16
815.62 815.62 78.20 737.42
1,152.36 1,152.36 399.95 752.41
391.20 391.20 391.20
409.50 409.50 409.50
2,497.08 2,497.08 2,497.08
229.04 229.04 229.04
37.85 37.85 37.85
10,592.17 10,592.17 710.50 9,881.67
9,612.92 9,612.92 1,163.20 8,449.72
768.00 768.00 768.00
5.00 5.00 5.00
17,501.90 17,501.90 75.00 17,426.90
1,156.45 1,156.45 1,156.45
403.43 403.43 403.43
8,452.03 8,452.03 3,263.89 5,188.14
173,157.79  173,157.79 21,645.69 151,512.10
196,311.66  196,311.66 21,645.69  174,665.97
4,302.94 4,302.94 20.01 4,282.93
100.00 100.00 100.00
4,402.94 4,402.94 20.01 4,382.93
200,714.60  200,714.60 21,665.70  179,048.90

Total General Appropriations within "CAPS"
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A-12

Page 3 of 3
Township of Frankford, N.J.
Schedule of Appropriation Reserves
Current Fund
Year Ended December 31, 2017
Balance, Balance
Dec. 31, after Paid or Balance
2016 Transfers Charged Lapsed
Operations - Excluded from "CAPS"
Shared Service Agreements:
Municipal Court
Salaries and Wages 3,044 .81 3,044.81 3,044.81
Other Expenses 9,255.29 9,255.29 1,200.00 8,055.29
"911" System
Other Expenses 114.00 114.00 114.00
Total Shared Service Agreements 12,414.10 12,414.10 1,200.00 11,214.10
Public and Private Programs Offset by Revenues:
Matching Funds for Grants 1.36 1.36 1.36
Total Public and Private Programs Offset
by Revenues 1.36 1.36 1.36
Total General Appropriations Excluded from "CAPS" 12,415.46 12,415.46 1,200.00 11,215.46
Total Reserves 213,130.06  213,130.06 22,865.70  190,264.36
Ref. A-4 A-1
Analysis of Appropriation Reserves
Unencumbered A 193,411.58
Encumbered A 19,718.48
213,130.06
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Increased by:
Various Reserves

Balance - December 31, 2017

Balance - December 31, 2016

Increased by:
Receipts - Prepaid Taxes

Decreased by:
Applied to 2017 Taxes

Balance - December 31, 2017

Township of Frankford, N.J.
Schedule of Encumbrances Payable
Current Fund

Year Ended December 31, 2017

Ref.

A-13

Schedule of Prepaid Taxes
Current Fund
Year Ended December 31, 2017
Ref.

A

67

A-16

7,158.24

7,158.24

A-17

273,938.92

1,351,299.66

1,625,238.58

273,938.92

1,351,299.66




Township of Frankford, N.J.

Schedule of County Taxes Payable

Current Fund

Year Ended December 31, 2017

Increased by:
Levy- 2017
Added and Omitted Taxes

Decreased by:
Payments

Balance - December 31, 2017

Ref.

A-6
A-6

4,609,863.38
16,107.08

Schedule of Local School District Taxes Payable/(Prepaid)

Current Fund

Year Ended December 31, 2017

Ref.
Increased by:
Levy - 2017 A-1;A-6
Decreased by:
Payments A-4
Balance - December 31, 2017 A;A-1

68

A-18

4,625,970.46

4,609,863.38

16,107.08

A-19

7,172,579.00

7,190,579.00

(18,000.00)




A-20

Township of Frankford, N.J.

Schedule of Regional High School Taxes Payable

Increased by:
Levy- 2017

Decreased by:
Payments

Increased by:
Levy - 2017
Added & Omitted

Decreased by:
Interfund - Other Trust Fund

Current Fund

Year Ended December 31,2017

Ref.
A-1;A-6 4,315,886.00
A4 4,315,886.00

A-21
Schedule of Open Space Tax
Current Fund
Year Ended December 31,2017 |
Ref.

73,078.30

255.08
A-1;A-6 73,333.38
A-11 73,333.38
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A-22

Township of Frankford, N.J.
Schedule of Interfunds
Federal and State Grant Fund

Year Ended December 31,2017

Due From/(To) : Due From/(To)
Balance Balance

Fund Ref. Dec. 31, 2016 Increased Decreased Dec. 31, 2017
Current Fund A 86,405.60 34,975.86 47,243.51 74,137.95
Encumbrances Payable A-23 9,289.44
Grants Receivable A-24 9,577.37
Appropriated Grants A-25 37,954.07
Unappropriated Grants A-26 25,398.49

34,975.86 47,243.51

A-23
Schedule of Encumbrances Payable
Federal and State Grant Fund
Year Ended December 31,2017
Ref.
Balance - December 31, A ' 9,289.44
Increased by:
Appropriated Reserves for Grants A-25 129.05
9,418.49
Decreased by:
Interfund - Current Fund A-22 9,289.44
Balance - December 31, 2017 A 129.05
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A-24
Township of Frankford, N.J.
Schedule of Grants Receivable
Federal and State Grant Fund

Year Ended December 31, 2017

Transfer from

Budget Unappropriated
Grant Revenue Receipts Reserves
Clean Communities Program 26,374.77 26,374.77
Recycling Tonnage Grant '9,577.37 9,577.37
35,952.14 9,577.37 26,374.77
A-2 A-22 A-26
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Township of Frankford, N.J.

Schedule of Unappropriated Reserves for Grants

Federal and State Grant Fund

Year Ended December 31, 2017

Transfer To

A-26

Balance Appropriated Balance
Grant Dec. 31,2016 Reserves Received Dec. 31,2017
Recycling Tonnage Grant 2,991.47 2,991.47
Clean Communities , 26,374.77 26,374.77 22,407.02 22,407.02
26,374.77 26,374.77 25,398.49 25,398.49
A A-24 A-22 A
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B-1

Township of Frankford, N.J.
Schedule of Cash
Trust Funds

Year Ended December 31, 2017

Animal ~ Other
Control Trust Trust
Ref. Fund Funds
Balance - December 31, 2016 B 361.11 1,311,076.24
Increased by Receipts:
Dog License Fees - Township ' B-2 4,455.00
Late Fees / Miscellaneous B-2 303.05
Deficit Raised in Current Budget B-2 4,234.29
Dog License Fees - State Share B-6 1,257.00
Prepaid Dog Licenses B-3 5,130.00
Interfund - Current Fund B-5 101,257.84
Other Trust Funds B-7 ' 1,962,548.25
Total Receipts 15,379.34 2,063,806.09

15,740.45 3,374,882.33

Decreased by Disbursements:

Interfund - Other Trust Fund B-5 87,168.07
Reserve for Animal Control
Trust Fund Expenditures B-2 14,472.51
Encumbrances B-4 22,225.93
State Share - Dog Licenses B-6 1,261.20
Other Trust Funds B-7 2,006,185.60
Total Disbursements 15,733.71 2,115,579.60
Balance - December 31, 2017 B 6.74 1,259,302.73
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B-2

Township of Frankford, N.J.
Reserve/(Deficit) for Animal Control Trust Fund Expenditures
Trust Funds

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 B (4,234.29)
Increased by:
Dog License Fees B-1 4,453.05
Late Fees / Miscellaneous B-1 305.00
Deficit Raised in Current Budget B-1 4,234.29
Prepaid Dog Licenses B-3 4,710.00
13,702.34
9,468.05
Decreased by:
Cash Expenditures B-1 14,472.51
Balance - December 31, 2017 B (5,004.46)
Year
2015 10,010.00
2016 9,300.00
19,310.00
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Township of Frankford, N.J.
Schedule of Pre-Paid Dog Licenses
Trust Funds

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 B 4,590.00
Increased by:
Cash Received in 2017 for 2017 1,710.00
Cash Received in 2017 for 2018 1,710.00
Cash Received in 2017 for 2019 1,710.00
B-1 5,130.00
9,720.00
Decreased by:
Applied to Reserves B-2 4,710.00
Balance - December 31, 2017 B 5,010.00
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Township of Frankford, N.J.
Schedule of Reserve For Encumbrances
Trust Funds

Year Ended December 31, 2017

Ref.

Balance - December 31, 2016 '

Other Trust Fund B 22,225.93
Increased by:

Various Reserves B-7 15,892.64
Decreased by:

Other Trust Disbursements B-1 22,22593
Balance - December 31, 2017 B 15,892.64

Analysis:
Other Trust Fund 15,892.64

15,892.64
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Township of Frankford, N.J.
Schedule of Interfund Receivable/(Payable)
Other Trust Fund
Year Ended December 31, 2017

Due (to)/from

Balance
Dec. 31, 2016 Increased Decreased

Trust Fund
Current Fund 14,089.77 87,168.07 101,257.84

e

14,089.77 87,168.07 101,257.84

B

Ref.
Other Trust Cash Receipts B-1 101,257.84
Other Trust Cash Disbursements B-1 87,168.07

87,168.07 101,257.84
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Township of Frankford, N.J.

Schedule of Due To State Department of Health

Trust Funds

Year Ended December 31, 2017

Balance - December 31, 2016

Increased by:
State Fees Collected for 2017
State Fees Collected for 2018
State Fees Collected for 2019

Decreased by:
Paid to State

Balance - December 31, 2017

Ref.

B-1

B-1

79

750.60
253.20
253.20

B-6

5.40

1,257.00

1,262.40

1,261.20

1.20




Escrow Deposits
Security Deposits

Unemployment Comp. Insurance

Municipal Alliance Program
Open Space

Tax Sale Premiums
P.O.AA.

Small Cities
Performance Bonds
Accumulated Sick Leave
Public Defender
Housing Trust

Payroll

Fire Safety

Road Openings

Outside Liens

Snow Trust

Cash Receipts
Cash Disbursements
Reserve for Encumbrances

Township of Frankford, N.J.

Schedule of Other Trust Funds

Trust Funds

Year Ended December 31, 2017

B-7

Balance Balance
Dec. 31,2016 Increased Decreased Dec. 31, 2017
91,165.77 55,326.80 50,409.35 96,083.22
30,288.45 40,328.57 39,352.88 31,264.14
40,695.31 3,571.89 8,432.37 35,834.83
9,940.65 25,021.42 19,927.79 15,034.28
270,577.93 85,548.38 74,191.54 281,934.77
100,400.00 138,200.00 166,800.00 71,800.00
9.00 9.00
63,817.12 63,817.12
55,617.28 25,200.00 30,417.28
60,909.69 25,000.00 4,310.77 81,598.92
9,740.00 2,621.00 12,361.00
420,407.29 13,417.57 80,029.07 353,795.79
423 1,417,379.02 1,417,380.54 2.71
32,496.96 36,699.14 23,357.53 45,838.57
4,078.75 4,078.75
33,149.40 59,435.89 80,516.93 12,068.36
79,642.25 59,998.57 28,090.72 111,550.10
1,302,940.08 1,962,548.25 2,022,078.24 1,243,410.09
B B
Ref.
B-1 1,962,548.25
B-1 2,006,185.60
B-4 15,892.64
1,962,548.25 2,022,078.24




C-2

Township of Frankford, N.J.
Schedule of Cash
General Capital Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 C 883,301.48
Increased by Receipts:
State Grants Receivable C-4 77,105.90
Deferred Charges to Future Taxation -
Unfunded C-6 38,250.00
Capital Reserves C-9 14,250.00
129,605.90
1,012,907.38
Decreased by Disbursements:
Improvement Authorizations C-8 385,008.98
Capital Reserves C-9 569,222.00
954,230.98
Balance - December 31, 2017 C 58,676.40
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C-4
Township of Frankford, N.J.
Schedule of New Jersey Grants Receivable
General Capital Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 C 77,105.90
Decreased by:
Cash Receipts C-2 77,105.90
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C-5
Township of Frankford, N.J.

Schedule of Deferred Charges to Future
Taxation - Funded

General Capital Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 C 111,815.10
Decreased by:
Budget Appropriation to Pay
Green Trust Loan Payable C-11 17,327.69
Balance - December 31, 2017 C 94,487.41
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Township of Frankford, N.J.
Schedule of Capital Improvement Fund
General Capital Fund

Year Ended December 31,2017

Ref.
Balance - December 31, 2016 C
Decreased by:
Appropriated to Finance Improvement
Authorizations C-8
Balance - December 31, 2017 ‘ C
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-Description

Purchase of Road Equipment

Imp. to Renovations to Mun. Bldg.

Improvements to Roads
Improvements to Roads - LUB
Improvements to Parks
Construction of Firehouse
Encumbrances

Cash Receipts
Cash Disbursed
Improvement Authorizations

Township of Frankford, N.J.

Schedule of Various Reserves

General Capital Fund

Year Ended December 31, 2017

C-9

Balance Balance
Dec. 31,2016 Increased Decreased Dec. 31, 2017
140,000.00 70,000.00 70,000.00
36,800.00 36,800.00
35,463.19 14,250.00 35,000.00 14,713.19
12,104.63 12,104.63
475.78 475.78
11,112.50 11,112.50
499,222.00 317.80 499,222.00 317.80
735,178.10 14,567.80 604,222.00 145,523.90
C C
Ref,
C-2 14,250.00
C-2 569,222.00
C-8 317.80 35,000.00
14,567.80 604,222.00
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Township of Frankford, N.J.
Schedule of Cash-Treasurer
Public Assistance Fund

Year Ended December 31, 2017

P.A.TF.
Ref, Account #1
Balance - December 31, 2016 D;D-2 2,876.20
Balance - December 31, 2017 D;D-2 2,876.20
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D-2

Township of Frankford, N.J.
Schedule of Cash and Reconciliation
Public Assistance Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 D-1 2,876.20
Balance - December 31, 2017 D-1 287620
P.ATF.
Reconciliation - December 31, 2017 Account #1
Balance on Deposit per Statement of:
Sussex Bank

Checking : 2,876.20

Balance - December 31, 2017 - ‘ 2,876.20
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Township of Frankford, N.J.
Schedule of Reserve for Public Assistance

Public Assistance Fund

Year Ended December 31, 2017

Ref.
Balance - December 31, 2016 D 2,876.20
Balance - December 31, 2017 D 2,876.20
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TOWNSHIP OF FRANKFORD

PART II

REPORT ON INTERNAL CONTROL AND ON COMPLIANCE
AND OTHER MATTERS

COMMENTS AND RECOMMENDATIONS

YEAR ENDED DECEMBER 31, 2017




Ferraioli, Wielkotz, Cerullo & Cuva, P.A.

Charles J. Ferraioli, Jr., MBA, CPA, RMA , Certified Public Accountants , Newton Office
Steven D. Wielkotz, CPA, RMA 401 Wanaque Avenue 100B Main Street
James J. Cerullo, CPA, RMA Pompton Lakes, New Jersey 07442 Newton, N.J. 07860
Paul J. Cuva, CPA, RMA 973-835-7900 973-579-3212
Thomas M. Ferry, CPA, RMA Fax 973-835-6631 Fax 973-579-7128

INDEPENDENT AUDITOR’S REPORT INTERNAL CONTROL OVER FINANCIAL REPORTING AND
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and

Members of the Township Committee
Township of Frankford

Augusta, New Jersey 07822

We have audited, in accordance with auditing standards generally accepted in the United States of America;
audit requirements as prescribed by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey; and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States, the financial statements-
regulatory basis of the Township of Frankford in the County of Sussex as of and for the year ended
December 31, 2017 and the related notes to the financial statements, and have issued our report thereon
dated May 29, 2018, which was adverse due to being presented in accordance with New Jersey regulatory
basis of accounting. The regulatory basis opinion was qualified for the Fixed Asset account group not being
audited.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a -
material weakness, yet important enough to merit attention by those charged with governance.

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

FWCC
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Honorable Mayor and
Members of the Township Committee
Page 2

deficiencies in internal control that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified. We did identify certain deficiencies in internal control, described
in the accompanying Schedule of Finding and Responses, as 2017-01, that we consider to be a significant
deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township of Frankford’s financial statements-
regulatory basis are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other matters
that are required to be reported under Government Auditing Standards.

However, we noted certain immaterial instances of noncompliance that we have reported to the management
of the Township of Frankford in the accompanying comments and recommendations section of this report.

Township of Frankford’s Response to Findings

The Township of Frankford’s response to the findings identified in our audit are described in the
accompanying Schedule of Findings and Responses. The Township of Frankford’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Township of
Frankford internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Township of Frankford internal controls
and compliance. Accordingly, this communication is not suitable for any other purpose.

Thomas M. Ferry, C.P.A.
Registered Municipal Accountant
No. 497

Fenraioli, Wielhoty, Ceralle & Cava, P4
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants

Newton, New Jersey

May 29, 2018 FWCC
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TOWNSHIP OF FRANKFORD

SUMMARY OF FINDINGS AND RESPONSES
YEAR ENDED DECEMBER 31, 2017

Summary of Auditor’s Results:

A qualified opinion was issued on the Township’s financial statements prepared on an other
comprehensive basis of accounting.

The audit did disclose a significant deficiency in the internal controls of the Township.
The Township was not subject to the single audit provisions of U.S. Uniform Guidance (the

“Circular”) and State Circular 15-08 OMB for 2017 as grant expenditures were less than the single
audit thresholds identified in the U.S. Uniform Guidance and N.J. State Circular.

Findings Relating to the Financial Statements which are required to be Reported in Accordance
with Generally Accepted Government Auditing Standards:

The audit did disclose findings required to be reported under Generally Accepted Government
Auditing Standards, as follows:

Finding 2017-01:

Segregation of Duties

The Township does not maintain an adequate segregation of duties within the Treasury and Tax
Collector Departments. Segregation of duties refers to separating those functions that place too
much control over a transaction or class of transactions that would enable a person to
misappropriate funds and prevent detection within a reasonable period of time. These situations
occur because of the limited number of employees qualified to perform other accounting
functions. The Township was made aware of this lack on internal control and will consider
strengthening Internal Control within reason of the costs and benefits derived.

Management Response: :
The Township will consider strengthening internal control within reason of costs, benefits
derived and budget constraints.

Findings and Questioned Costs for Federal Awards:

Not applicable

Findings and Questioned Costs for State Awards:

Not applicable
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TOWNSHIP OF FRANKFORD

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED DECEMBER 31, 2016

Finding 2016-01:

Condition:

Segregation of Duties

The Township does not maintain an adequate segregation of duties within the Treasury and Tax
Collector Departments. Segregation of duties refers to separating those functions that place too much
control over a transaction or class of transactions that would enable a person to misappropriate funds
and prevent detection within a reasonable period of time. These situations occur because of the
limited number of employees qualified to perform other accounting functions. The Township was
made aware of this lack on internal control and will consider strengthening Internal Control within
reason of the costs and benefits derived.

Current Status:

Corrective action has not been taken. The Township will consider strengthening internal control
within reason of costs, benefits derived and budget constraints.

98



GENERAL COMMENTS

Cash Balances

Cash balances in all funds were verified, by independent certificates obtained from the depositories, as

of December 31,2017 and May 29, 2018, in connection with the supplemental reconciliations made

for all officials. Cash on hand was counted on that date.

Contracts and Agreements Required to be Advertised for N.J.S.A. 40A:11-4

N.J.S. 40A:11-3 states:

a. “When the cost or price of any contract awarded by the contracting agent in the aggregate does not
exceed in a contract year the total sum of $17,500, or $21,000 effective July 1, 2005, the contract may
be awarded by a purchasing agent when so authorized by ordinance or resolution, as appropriate to the
contracting unit, of the governing body of the contracting unit without public advertising for bids, except
that the governing body of any contracting unit may adopt an ordinance or resolution to set a lower
threshold for the receipt of public bids or the solicitation of competitive quotations. If the purchasing
agent is qualified pursuant to subsection b. of section 9 of P.L. 1971, ¢.198 (C.40A:11-9), the governing
body of the contracting unit may establish that the bid threshold may be up to $25,000, or $29,000
effective July 1, 2005. Such authorization may be granted for each contract or by a general delegation
of the power to negotiate and award such contracts pursuant to this section.

b. Any contracts made pursuant to this section may be awarded for a period of 24 consecutive months,
except that contracts for professional services pursuant to subparagraph (I) of paragraph (a) of
subsection (1) of section 5 of P.L.. 1971, ¢.198 (C.40A:11-5) may be awarded for a period not exceeding
12 consecutive months. The Division of Local Government Services shall adopt and promulgate rules
and regulations concerning the methods of accounting for all contracts that do not coincide with the
contracting unit’s fiscal year.

c. The Governor, in consultation with the Department of the Treasury, shall, no later than March 1 of
every fifth year beginning in the fifth year after the year in which P.L. 1999, c.440 takes effect, adjust
the threshold amount and the higher threshold amount which the governing body is permitted to
establish, as set forth in subsection a. of this section, or the threshold amount resulting from any
adjustment under this subsection, in direct proportion to the rise or fall of the index rate as that term is
defined in section 2 of P.L. 1971, ¢.198 (C.40A:11-2), and shall round the adjustment to the nearest
$1,000. The Governor shall, no later than June 1 of every fifth year, notify each governing body of the
adjustment. That adjustment shall become effective on July 1 of the year in which it is made.”

N.J.S. 40A:11-4 states: “Every contract awarded by the contracting agent for the provision or
performance of any goods or services, the cost of which in the aggregate exceeds the bid threshold, shall
be awarded only by resolution of the governing body of the contracting unit to the lowest responsible
bidder after public advertising for bids and bidding therefore, except as is provided otherwise in this act
or specifically by any other law. The governing body of a contracting unit may, by resolution approved
by a majority of the governing body and subject to subsection b. and c. of this section, disqualify a
bidder who would otherwise be determined to be the lowest responsible bidder, if the governing body
finds that it has had prior negative experience with the bidder.”
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GENERAL COMMENTS (CONTINUED)

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

Effective July 1, 2015, the bid threshold in accordance with N.J S.A. 40A:11-3 and 40A:11-4 (as
amended) is $17,500.00 and with a qualified purchasing agent the threshold may be up to $40,000.00.

The Governing Body of the Township of Frankford have the responsibility of determining whether the
expenditures in any category will exceed the bid threshold within the fiscal year and where question
arises as to whether any contract or agreement might result in violation of the statute, the Township
Attorney’s opinion should be sought before a commitment is made.

The minutes indicated the bids were requested by public advertising per N.J.S.A. 40A:11-4. The
minutes also indicated that resolutions were adopted authorizing the awarding of contracts or
agreements for “Professional Services” per N.J.S.A. 40A:11-5 for Township Appraiser, Engineer,
Auditor, Attorney, Municipal Prosecutor, Township Planner, Special Prosecutor, Insurance Agent and
Bond Counsel.

Inasmuch as the system of records did not provide for the accumulation of payments for categories for
the performance of any work or the furnishing or hiring of any material or supplies, the results of such
an accumulation could not reasonably be ascertained. Disbursements were reviewed, however, to
determine whether any clear cut violation existed. None were noted.

Our review of the Township’s minutes indicated that resolutions were adopted authorizing the awarding
of contracts or agreements for “Professional Services” per N.J.S.A. 40A:11-5.

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

Collection of Interest on Delinquent Taxes and Assessments

The statute provides the method of authorizing interest and the maximum rates to be charged for the
nonpayment of taxes or assessments on or before the date when then would become delinquent.

The Governing Body, on January 4, 2017, adopted the following resolution authorizing interest to be
charged on delinquent taxes:

WHEREAS, NJSA 54:4-67 has been amended to define a tax delinquency as follows:

“Delinquency means the sum of all taxes and municipal charges due on any given parcel of
property covering any number of quarters or years. The governing body may also fix a penalty
to be charged to a taxpayer with a delinquency prior to the end of a calendar year. The penalty
so fixed shall not exceed six (6%) percent of the amount of the delinquency,” and

WHEREAS, NJSA 54:5-61 has been amended relating to the amount to be charged on account
of a tax sale certificate as follows:
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GENERAL COMMENTS (CONTINUED)

Collection of Interest on Delinquent Taxes and Assessments (continued)

“When the taxes, interest and costs so exceed the sum of $5,000.00 (five thousand dollars), such
additional sum shall be equal to four (4%) percent of such amount paid; and when that sum exceeds
the sum of $10,000.00 (ten thousand dollars), such additional sum shall be equal to six (6%) percent
of such amount paid. This section shall also apply to all existing certificates held by municipalities
on the effective date of this act,” and

WHEREAS, in order for the aforesaid additional penalty of six (6%) percent of the amount of the
delinquency in excess of $10,000.00 (ten thousand dollars) to become effective, the Township is
required to enact this enabling Resolution.

NOW, THEREFORE BE IT RESOLVED by the Township Committee of the Township of
Frankford that the intent and purpose of the aforesaid two statutory changes are hereby implemented
and effective January 01, 2017 a penalty of six (6%) percent of any tax delinquency incurred prior
to the end of the calendar year, and

BE IT FURTHER RESOLVED that the Township of Frankford hereby charges such additional six
(%) percent penalty on all existing tax sale certificates held by the Township where said sum
exceeds $10,000.00 (ten thousand dollars), which penalty shall be applied to all certificates presently
held by the Township as well as those which may be subsequently acquired by it as a result of future
tax sales, and

BE IT FURTHER RESOLVED that the rate of interest to be charged by the Township of Frankford
for the non-payment of taxes or assessments on or before the date that the same shall become
delinquent, according to NJSA 54:4-67 in such case made and provided, be and is hereby fixed at
the rate of eight (8%) percent per annum on the first $1,500.00 (fifteen hundred dollars) of
delinquency and eighteen (18%) percent per annum on any amount in excess, said interest to be
charged upon the whole or any portion of any taxes or any payment to installment thereof remaining
delinquent, provided that no interest as aforesaid shall be charged if the payment of any installment
is made within ten days after the date upon which the same shall have become payable.

It appears from an examination of the Collector's record, that interest was collected in accordance with
the foregoing resolution.

Delinguent Taxes and Tax Title Liens

The last tax sale was held on February 2, 2017 and was complete except for prior years balances which
are properties in bankruptcy.

Inspection of tax sale certificates on file, revealed that all tax sale certificates were available for audit.
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GENERAL COMMENTS (CONTINUED)

Delinguent Taxes and Tax Title Liens (continued)

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

Year Number of Liens
2017 ' 26
2016 22
2015 24

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

Verification of Delinquent Taxes and Other Charges

A test verification of delinquent charges and current payments was made in accordance with the
regulations of the Division of Local Government Services.

The result of the test which was made as of December 31, 2017 is not yet known, but a separate report
will be rendered if any irregularities are detected. In addition, analytical review procedures were utilized
to ascertain the validity of the receivables.

Municipal Court

The report required by statute covering the accounts of the Municipal Court, has been filed under
separate cover with the Judge, Township Clerk and Division of Local Government Services. We noted
however, that there are internal control problems that are throughout the State of New Jersey Municipal
Court system caused by the implementation of the Automated Traffic System and the Automated
Complaint System.

Finance

1. The analysis of General Capital Fund cash includes cash deficits for Ordinances over 5 years old.

Management Response:
The Township is aware of this and is funding through future budgets.

2. In some cases, purchases are being made prior to obtaining a requisition or purchase order.

Management Response:
All attempts will be made to obtain a requisition/purchase order prior to purchases.
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GENERAL COMMENTS (CONTINUED)

Finance (continued)
3. Contracts awarded for professional services were not advertised.
Management Response:

Resolution awarding professional contracts has been added to the pre-formatted annual re-
organization meeting agenda so that it is not missed.

QOutside Offices

1. It was noted that various Department cash receipts were not deposited within 48 hours.

Management Response:
Department staff will make a greater effort to deposit receipts within 48 hours.

Segregation of Duties

The Township does not maintain an adequate segregation of duties within the Treasury and Tax
Collector Departments. Segregation of duties refers to separating those functions that place too
much control over a transaction or class of transactions that would enable a person to misappropriate
funds and prevent detection within a reasonable period of time. These situations occur because of
the limited number of employees qualified to perform other accounting functions. The Township
was made aware of this lack on internal control and will consider strengthening Internal Control
within reason of the costs and benefits derived.

Fixed Assets

1. Current fixed asset listing was not made available for audit.

Management Response:

A fixed asset system will be put in place.
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RECOMMENDATIONS

nhHUbhe-

That Ordinances with a cash deficit over 5 years be funded.

That requisitions/purchase orders be obtained prior to purchase of goods or services.

That contracts for professional services be advertised.

That various Department cash receipts be deposited within 48 hours.

That adequate segregation of duties be maintained within the Treasury and Tax Collector
Departments.

That a fixed asset system be put into place, including a list of all Township assets

Status of Prior Year's Audit Findings/Recommendations

A review was performed on all prior year's recommendations and corrective action was taken on all with
the exception of the following which are included in this years recommendations:

Ll

That Ordinances with a cash deficit over 5 years be funded.

That requisitions/purchase orders be obtained prior to purchase of goods or services.

That contracts for professional services be advertised.

That adequate segregation of duties be maintained within the Treasury and Tax Collector
Departments.

That a fixed asset system be put into place, mcludmg a list of all Township assets.

® ok ok ok ok

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

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

Very truly yours,

Thomas M. Ferry, C. P. A,

Registered Municipal Accountant
No. 497

Femaioli, Wielhoty, Ceralle & Cava, P4

FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
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