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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and Members
of the Township Committee

Township of Franklin

County ol Gloucester

Franklinville, New Jersey

I have audited the accompanying balance sheets - statutory basis of the various funds and account groups of -
the Township of Franklin, County of Gloucester, State of New J ersey, as of December 31, 2010 and 2009, and
the rclated statements of operations and changes in fund balances - statutory basis for the years then ended,
and the related statements of revenues - statutory basis and statement of expenditures - statutory basis of the
various funds, as of and for the year ended December 31, 2010, which collectively comprise the Township of
Franklin’s financial statements as listed in the table of contents. These financial statements are the
responsibility of the Township of Franklin’s management. My responsibility is to express an opinion on these
financial statements based on my audit.

1 conducted my aqudit in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to [inancial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States, and the audit requirements prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey. Those standards require that
I'plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supparting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used and
significant estimates made by management, as well as evaluating the overall financial statement presentation.
I believe that myy audit provides a reasonable basis for my opinion.

As discussed in Note |, the Township of I'ranklin prepares its financial statements on a basis of accounting
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New
Jersey, that demonstrates compliance with a modified accrual basis, with certain exceptions, and the budget
basis of the State of New Jersey. These practices are a basis of accounting other than accounting principles
generally accepted in the United States of America.

In my opinion, because the Township of Franklin prepares its financial statements on the basis of accounting
described in the preceding paragraph, the financial statements referred to in the first paragraph do not present
fairly, m conformity with accounting principles generally accepted in the United States of America, the
financial position of the Township of Franklin as of December 31, 2010, and the results of its operations for
the vear then ended, '
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However, in my opinion, based on my audit, the financial statements referred to in the first paragraph present
fairly, in all material respects, the respective financial position - statutory basis of the various funds and
account groups of the Township of Franklin as of December 31, 2010 and 2009, and the results of operations
and changes in fund balances - statutory basis of such funds and the statement of revenues - statutory basis and
statement of expenditures - statutory basis of the various funds of the Township of Franklin as of December
31, 2010 and 2009 on the modificd accrual basis of accounting thereof for the year then ended in conformity
with the basis ol accounting described in Note 1.

Inaccordance with Government Auditing Standards, 1 have also issued my report dated May 11,2011, on my
consideration of the Township of Franklin’s internal control over financial reperting and on my 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 my testing of internal control over financial reportin gand
compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards, and should be considered in assessing the results of my audit.

My audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Township of Franklin’s financial statements as a whole. The accompanying supplemental
- schedules and information presented in the “Supplementary Data”, “General Comments”, “Other Comments”,
and “Recommendations™ sections, as listed in the table of contents, are presented for purposes of additional
analysis and are not a required part of the financial statements. Such information has been subjected 1o
auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In ny opinion, the
information, is fairly stated in all material respects, in relation to the financial statements as a whole.

CLA ll: sub/n;[}ad,

William H. Buckley, 111
Registered Municipal Accountant #46
Certified Public Accountant
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May 11,2011
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REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER
MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

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

County of Gloucester

Franklinville, New Jersey

I have audited the financial statements of the Township of Franklin, County of Gloucester, State of New
Jersey, as of and for the year ended December 31, 2010, which colleetively comprise the Township of
Franklin’s financial statements, and have issued my report thereon dated May 11,2011. Iconducted my audit
m accordance with auditing standards generally accepted in-the United States of America: the standards
applicable to financial audits contained in Government Auditing Stundards, issued by the Comptroller General
ol the United States, and the audit requirements prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey.

Internal Control Over Financial Reporting

In planning and performing my audit, I considered the Township of Franklin’s internal control over financial
reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion on the
linancial statements, but not for the purpose of expressing an opinion on the effectiveness of the Township of
Franklin’s internal control over financial reporting. Accordingly, I do not express an opinion of the

effectiveness of the Township of Franklin’s internal control over financial reporting,

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 lunctions, to prevent, or detect and correct
misstatements on a timely basis, A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the Township of
Franklin’s financial statements will not be prevented, or detected and corrected on a timely basis,

My consideration of internal control over {inancial reporting was for the limited purpose described in the first -
paragraph of this section and was not designed to identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies or material weaknesses. I did not identify any
deficiencies in internal contro] over financial reporting that I consider 10 be material weaknesses, as defined
above. However, I noted certain immaterial instances of noncompliance that I have reported to management
in the "General Comments and Recommendations” section of this report.

n);
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township of Franklin' financial statements are
free of material misstatement, 1 performed tests ofits compliance with certain provisions of laws, re eulations,
contracts, and grants 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 my audit and, accordingly. 1 do not express such an opinion. The results
of my tests disclosed no instances of noncompliance or othér matters that arc required to be reported under
Government Auditing Siandards and audit requirements as prescribed by the Division of Local Government
Services, Department of Community A ffairs, State of New J ersey.

I noted certain immaterial matters that 1 have reported to management of the Township of Franklin, in the
"General Comments and Recommendations” section of this report.

This report is intended solely for the information and use of management, the Township Committee of the
Township of Franklin, others within the entity, and federal awardimg agencies and pass-through cntities, the
New Jersey Division of Local Government Services, and certain other interested government agencies and is
not intended to be and should not be used by anyone other than those specified parties,

Respecfully submitted,

William H. Buckley, II1

Registered Municipal Accountant #46
Certified Public Accountant

May 11,2011
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TOWNSHIP OF FRANKLIN
CURRENT FUND
COMPARATIVE STATEMENTS OF OPERATIONS AND

CHANGES IN FUND BALANCE
For the Years Ended December 31, 2010 and 2009

Revenue and other income realized:

Fund balance utilized

Miscellaneous revenue anticipated

Receipts from delinquent taxes

Receipts from current taxes

Non-budget revenue

Other credits to income:
Unexpended balance of appropriation reserves
Tax overpayments cancelied
Reserve for grants- encumbrances cancelled
Interfunds cleared

- Expenditures;
Budget and emergency appropriations:
Appropriations within "CAPS™
Operations:
Salarics and wages
Other expenses
Deferred charges and statutory expenditures
Appropriations excluded from "CAPS":
Operations:
Other expenses
Capital improvements
Municipal debt service
Deferred charges
County faxes - :

EXHIBIT A-1

——————Amount-due county foradded taxes

Local district school tax

Regional high school tax

Fire district tax

Municipal open space tax

Prior year deductions disallowed

Interfund loans advanced

Prepaid fire district taxes

Prepaid regional school district taxes

Overexpenditure of -appmprimion Teserves

Prior period adjustment- garden state trust
realized directly to fund balance

Ref. Year 2010 Year 2009
A2 1,000,000.00 875,900.15
A-2 2,830,886.07 3,546,548.80
A2 129.865.16 154,044.98
A-2 35.018,856.70 34,058,678.91
A-2 168,583.86 212,795.34
A-9 4291544 57,876.79
15,949.07 367.93
(.00 143.00
42,89 40,965.97
Total income 39,507,099.19 38,947 323.87
A-3 4.417,582.93 4,846,6641,89
A-3 3.396.372.74 3,356,931.87
A-3 42,114.26 796,854,90
A-3 826,263.8] 969,650.30
A3 6,000.00 6,000.00
A3 652,559.99 656,850.34
A-3 13,000.00 13,000.00
A-6 8.227,748.36 8,465,304 .63
A 39.730.90 72.428.97
A-10 8,478,878.50 8,147,830.00
A-11 9,788,371.27 9.216,907.88
A-6 1,723,923.00 1,654,907.00
A-6 81,180.21 81,114.66
A-6 0.00 8,936.30
153,385.52 300.84
A 0.00 0.21
A 219,187.72 (.05
0.00 898.49
0.00 10,449.23
139.33 0.00

Adjustment to prior year payroll deductions
Tolal expenditures

39,356,438.54

38.305,030.56




EXHIBIT A-1

(Concluded)
TOWNSHIP OF FRANKLIN
CURRENT FUND
COMPARATIVE STATEMENTS OF OPERATIONS AND
CHANGES IN FUND BALANCE
For the Years Ended December 31, 2010 and 2009
Ref, Year 2010 Year 2009

Exeess In revenue 150,660.65 642,293.31
Expenditures included above which are by statute
deferred charges lo budget of succeeding vear A-3 0.00 898.49
Statutory excess 1o fund balance 150,660.65 643,191.80
Fund balance - January 1 A 1.235,436.57 1,468,144,92

1.386,097.22 2,111,336.72
Decteased by utilization as anticipated revenue A-2 1.000,000.00 875,900.15
Fund balance - December 3] A 386,097.22 1,235,436.57
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EXHIBIT A-2

(Continued)
TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF REVENUES
For the Year Ended December 31,2010
ANALYSIS OF REALIZED REVENUES
Ref,
Allocations of current tax collections:
Revenue from collections A-6 5 35,018,856.70
Allocated 10
School, county, and special district taxes A-B 28,329.832.24
Balance for support of municipal appropriations 6,689,024.46
Add: appropriation "reserve for uncollected taxes” A-3 221,149.61
Amount for supporl of municipal budget
appropriations A-2 b 6,910,174.07
Analysis of receipts from delinquent taxes: '
Delinquent 1ax collections A-6 $ 18,268.46
Tax title lien collections A-7 111,596.70
Total A-2 b 129,865.16
Other licenses:
Township clerk A-8 ) 1.660.00
Health officer A-8 1,250.00
Registrar of vital statistics A-8 340.00
Total licenses A-2 b 3.250.00
Fees and permits;
Township clerk A-8 b 719200
Regisirar of vital statistics A-8 1,790.00
Tax collector-site fees A-8 13,632.88
Tax search officer A-8 782.00
Planning board AR 4,664,00
Zoning board A-8 14,064.00
Housing inspections A-8 5,470.00
Police chicf A-8 6,850.57
Tolal fees and permits  A-2 S 54,445.45
Interest on investments and deposits:
Chief financial officer A-4 3 15,723.82
Due from payroll account 9.57
Due from trust funds ; 4,500.07
A-2 ‘ 3 20,233 .46

,“.‘]k()..




TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF REVENUES

For the Year Ended December 31, 2010

ANALYS1S OF NON-BUDGET REVENUES

EXHIBIT A-2
(Concluded)

Ref.
Uniform fire safety code fees:
State life hazard use fees A-8 % 20,471.38
Fire safety code official A-8 8.591.50
Total uniform fire safety code fees A-2 3 29,062 &8
Chief financial officer:
Administrative fees - velerans and senior citizens
deductions b 4,455,99
Sale of other assets 3,000.00
Sale of liquor license 233,000.00
Recycling fees 9,994.20
State inspeclion fees 26,980.50
soda commission 367.50
Clear channel 2,145.00
Sule of police car 5,250.00
Rental fees other 1,441.75
Prior year refunds/miscellancous 130,127.13
Total chief financial officer A-4 S 416,762.07
Tax collector:
- Duplicate tax sale certificate 1,150.00
Recording fees 1,180.00
Foareclosure fees 2,100.00
Municipal cleanup charges receivable 22,511.73
Miscellaneous 60.00
‘ : A-5 27,001,73
Revenue accounts receivable:
- Tax collector - payments in lieu ol laxes A-8 4,850.46
: 4.850.46
Non-cash adjustments:
- Bond sale premium- general capital fund C-3 283.00
Statutory cxcess in dog license fund B-3 19,686.60
Total A-2 h] 468,583.86
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EXHIBIT A-3

(Concluded)
TOWNSHIP OF FRANKLIN
CURRENT FUND
STATEMENT OF EXPENDITURES
For the Year Ended December 31, 2010
Ref.
Paid or charged:
Federal and state grants A-14 $ 133,640.66
Reserve for uncollected taxes A2 221,149.61
Deferred charges - special emergency:
Special emergency appropriations 13,000.00
Deferred charges - overexpenditure
of appropriation reserves A 898.49
Cash disbursed A-4 10,073,081 .46

$  10,441,770.22

Ref. A-3
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GENERAL CAPITAL FUND




TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
COMPARATIVE BALANCE SHEETS

December 31,2010 and 2009

EXHIBIT C

Balance Balance
December December
Ref. 31,2010 31,2009
ASSETS
Cash - chief financial officer C-2 g 47511669 § 182,776.69
State grants receivable 300,594.83 758,000.00
Miscellaneous accounts receivable 6,931.90 6,931.90
Deferred charges to future taxation:
Funded 6,362,213.81 6.702,033.51
Unfunded C4 1.493,400.00 1.503,037.00
S 8.638257.23 §  9,152.779.10
LIABILITIES. RESERVES, AND FUND
BALANCE
Bond anticipation notes payable C-7 $ 724.365.00 § 734,002.00
Serial bonds payable ‘ C-8 6,320,000.00 6,655,000.00
Green acres loan payable C.9 42,213.81 47,033.51
Due to eurrent fund A 283.00 0.00
Improvement authorizations:
Funded C-6 800,845.03 883,778.06
Unfunded C-6 467,588.63 470,195.90
Contracts payable 146,090.01 231,897.88
Capital improvement fund C-5 131,015.00 125,015.00
Fund balance C-1 5.856.75 5,856.75
b 8,638,257.23 § 9.152,779.10
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EXHIBIT C-1

TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
STATEMENT OF FUND BALANCE
For the Year Ended December 31, 2010

Ref.
Balance - December 31, 2009 C h) 5.856.75
Balance - December 31, 2010 C 3 3.856.75




CONSOLIDATED WATER AND SEWER UTILITY FUND
**NOT APPLICABLE*
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TOWNSHIP OF FRANKLIN

PUBLIC ASSISTANCE TRUST FUND
COMPARATIVE BALANCE SHELTS

ASSETS

Cash
Due 10 current fund

LIABILITIES AND RESERVES

Reserve for public assistance

December 31,2010 and 2009

EXHIBIT E

Balance Balance
December December

Ref. 31,2010 31,2009
E-1 3,209.20 3,209.20
A 0.24 0.24
3.209.44 3,209.44
3,2090.44 3.209.44
3,209.44 3,209.44
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PAYROLL ACCOUNT




ASSETS

Cash - chief financial officer
Due from current fund

LIABILITIES

Payroll taxes payable
Due 1o current fund

TOWNSHIP OF FRANKLIN
PAYROLL ACCOUNT

COMPARATIVE BALANCE SHEETS

December 31, 2010 and 2009

EXHIBIT F

Balance Balance

December December

Ref, 31, 2010 31, 2009
41,897 80 41.358.71
A 86.87 0.00
41,984.67 41,358.71
F-1 41,984.67 41,315.82
A 0.00 42 .89
41,984.67 41,358.71




BOND AND INTEREST ACCOUNT
**NOT APPLICABLE**
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TOWNSHIP OF FRANKLIN
GENERAL FIXED ASSETS
COMPARATIVE BALANCE SHEETS
December 31,2010 and 2009

EXHIBIT H

Balance
December
31,2009

Balance
December
31,2010
General fixed assets:
Land $ 3,020,180.00
Buildings 3,826,120.00
Other improvements 79.132.00
Vehicles 3,952.610.00
Machinery and equipment 1.692,550.42

2,811,180.00
3,845.020.00

79,132.00
5.499,545,97
2,010,073.42

Total general fixed assets §  12,570,592.42

14,244 .951.39

Investment in general fixed assets ¥ 12,570,592.42

14,244,951.39
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A_ Reporting Entity

The Township is located in the County of Gloucester, State of New Jersey. The governing
body, the Township Commitice, is comprised of five elected members who serve three-year
terms.

The Governmental Accounting Standards Board (GASB) Statement No. 14 established criteria
to be used to determine which component units should be included in the financial stalements
of an oversight entity. The primary criterion for including activities within the reporting
entity, as set forth in the Statement, is the degree of oversi ght responsibility maintained by the
reporting entity. However, the State of New Jersey, Division of Local Government Services
requires the financial statements of the Township to be presented separately, As such, the
financial statements of the Township of Franklin include each board, body, officer, or
commission supported and maintained wholly or in part by funds appropriated by the
Township , as required by N.J.S. 40A:5-5.

B. Description of Funds and Account Groups

The accounting policies of the Township of Franklin conform to the accounting principles
applicable to municipalities which have been prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jerscy. Such principles and
practices arc designed primarily for determining compliance with legal provisions and
budgetary restrictions and as a means of reporting on the stewardship of public officials with
respect to public funds. Under this method of accounting, the Township of Franklin accounts
for 1ts financial transactions through the following separate funds and accounts as presented
below. This presentation dilfers from the three fund, two account group presentation as
requircd by GAAP,

Current Fund - resources and expenditures for governmental operations of a general nature,
including Federal and State grant funds.

Trust Fund - receipts, custodianship, and disbursement of funds in accordance with the

purpose for which ¢ach reserve was created.

General Capital Fund -receipt and disburs;‘:ment of funds for the acquisition of general capital
lacilities, other than those acquired in the Current Fund, In addition, the fund is used to track

the status of debt authorized for capital projects.

Payroll Account - receipt and disbursement of funds to meet obligations to employees and
payroll tax liability.

Public Assistance Trust Fund - receipt and disbursement of funds that provides assistance to
certain residents of the Township pursuant to Title 44 of New Jersey statutes.

General Fixed Assets - to account for fixed assets used in governmental operations.
C. Basis of Accounting
A modified accrual basis of accounting is followed. The more significant accounting

principles arc as Tollows: ‘ '
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Basis of Accounting (Continued)

Revenues - are recorded when received in cash except for certain amounts which are due from
other governmental units. Receipts from Other Federal and State Grants are realized as
revenue when anticipated in the Township budget. Receivables for property taxes are
recorded with offsetting reserves on the balance sheet of the Township's Current Fund;
accordingly, such amounts arc not recorded as revenue until collected. Other amounts that are
duc the Township which are susceptible to accrual are also recorded as receivables with
offsetting reserves and recorded as revenue when received. Fund balance utilized to balance
budget is recorded as revenue and budgeted transfers from other funds are also recorded as
revenue when anticipated in the budget,

Expenditures - are recorded on the "budgetary” basis ofaccounting. Generally, expenditures
arc recorded when an amount js encumbered for goods or services through the issuances of
a purchase order in conjunction with the Encumbrance Accounting System. Outstanding
encumbrances at December 31 are reported as cash liability in the financial statements as
encumbrances payable. Appropriation reserves covering unexpended appropriation balances
are automatically created at December 31 of each year and recorded as liabilities, except for
amounts which may be canceled by the governing body. Appropriation reserves are available,
until Japsed at the close of the succeeding year, to meet specific claims, commitments or
contracts incurred during the preceding fiscal year. Lapsed appropriation rescrves are
recordedas income. Grant appropriations are charged upon budget adoption to create separate
spending reserves. Budgeted transfers to other funds are recorded as expenditures when the
budget is adopted to the extent permitted or required by law. Appropriations for principal
payments on outstanding general capital and utility bonds and notes are provided on the cash
basis; interest on general capital indebtedness is on the cash basis.

Property Taxes - Property taxes attach as an enforceable licn on property as of J anuary 1.
Taxes are levied annually and are payable in quarterly installments on February 1, May 1,
August 1, and November 1 of each year. All unpaid taxes levied become delinquent January
1 of the following year. Delinquent taxes are considered fully collectible and therefore no
allowance for uncollectible taxes is provided.

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

Interfunds - Interfund receivables in the Current Fund are recorded with offsetling 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.

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

Accerued Sick and Vacation Time - The Township allows employees to accrue vacation time.

By contract and personnel policy employees may accrue sick time. The Township’s payroll
records do provide data on the number of hours accumulated. This amount is not reported as
either an expenditure or liability.

Inventories of Supplies - The costs of inventories of supplies for all funds are recorded as

~expenditures at the time individual items are purchased. The costs of inventories are not:
~included on the various balance sheets, :
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TOWNSHIP OF FRANKLIN
: COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

C.

Basis of Accounting (Continued)

General Fixed Assets - In accordance with Technical Accounting Directive No. 85-2,
Accounting for Governmental Tixed Assets, as promulgated by the Division of Local
Government Services, which differs in certain respects from generally accepted accounting
principles, the Township has developed a fixed assets accounting and reporting system.

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

All fixed assets are recorded at historical cost or estimated historical cost if actual historical
cost is not available, in accordance with the State of New Jersey's Technical Accounting
Directive 85-2.

No depreciation has been provided for in the financial statements.

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

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

Tax Appeals and Other Contingent Losses - Losses which arise from tax appeals and other
contingent losses are recognized at the time an unfavorable decision is rendered by an
administrative or judicial body.

Budgets - The governing body prepares and approves by resolution an operating and capital
budget for the Current Fund, which is then submitted for certification to the State of New

Jersey, Department of Community Affairs, Director of Local Gox-*emmeng Services. Uponthe
receipt of such certification and after a public hearing, the budget is then adopted by
resolution. Transfers of budgeted amounts may be made by resolution of the Township

Committee subsequent to October 31 in the current budpct year and up to March 31 of the
following year.

Once adopted, the Township may make emergency appropriations for purposes which are not
known at the time the budget was adopted per N.J.S.A. 40A:4-46. Also, the Township may
make amendments to the budget for any speeial item of revenue made availahle by any public
or private funding source per N.J.S.A. 40A:4-87.

Deferred Charges - The recognition of certain expenditures is deferred to future periods.
These expenditures, or deferred charges, are generally overexpenditures of legally adopted
budget appropriations or emergency appropriations made in accordance with N.J.S.A. 40A :4-
46 et seq. Deferred charges are subsequently raised as items of appropriation in budgets of
succeeding years.

Fund Balance - Fund balances included in the current fund and utility operating funds

represent amounts available for anticipation as revenue in futures vears budgets, with certain
restrictions. '
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Basis of Accounting (Continued)

School Taxes - The municipality is responsible for levying, collecting, and remitting school
taxes for the Township of Franklin School District and the Delsea Regional High School
District. Operations are charged for the full amount required to be raised from taxation to
operate the local school district and the regional high school district for the period from
Januvary 1 to December 31.

County Taxes - The municipality is responsible for levying, collecting, and remitting county
taxes for the County of Gloucester. Operations is charged for the amount due the County for
the year, based upon the ratables required to be certified to the County Board of Taxation by
January 10 of the current year. In addition, operations is charged for the County share of
added and omitted taxes certified to the County Board of Taxation by October 10 of the
current year and due to be paid to the County by February 15 of the followin g year.

Reserve for Uncollected Taxes - The inclusion of the “Reserve for Uncollected Taxes™
appropriation in the Township’s annual budget protects the Township from taxes not paid
currently. The reserve, the minimum amount of which is determined on the percentage of
collections experienced in the immediate preceding year, with certain exceptions, is required
to provide assurance that cash collected in the current vear will provide sufficient cash flow
to meet expected obligations.

Comparative Data - Comparative total data for the prior year has been presented in the
accompanying financial statements in order to provide an understanding of changes in the
Township’s financial position and operations. FHowever, comparative data has not been
presented in each of the statements because its inclusion would make the statements unduly
complex and difficult to read.

Departures from Generally Accepted Accounting Principles - The accounting principles and
practices followed by the Township of Franklin differ in some respects, which in some
instances may be material, from generally accepied accounting principles applicable to Jocal
government units. The more significant differences are as follows:

Taxes and other receivables are fully reserved.

Interfund receivables in the Current Fund are fully reserved and
recognized as revenue in the year of liquidation.

- Unexpended and uncommitted appropriations are reflected as
expenditures,

Overexpended appropriations and emergency appropriations are
deferred to the succeeding years' operations.

No provision is made for accumulated vested vacation and sick
leave,

Undetermined contributions to state-administered pension plans
applicable to the six months ended December 31 are not accrued.
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Concluded)
C. Basis of Accounting (Concluded)
Estimated losses arising from tax appeals and other contingencies are not recorded
when it is probable that a loss has been incurred, and the amount of such loss can be
rcasonably estimated.
Depreciation expense is not calenlated on fixed assets.
It was not practicable to determine the effeet of such differences.
D.  Use of Estimates
The preparation of financial statements in accordance with accountin g principles applicable
to municipalities which have been prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey, requires management to make
estimates and assumptions that affect certain reported amounts and disclosures. Accordingly,
actual results could differ from those estimates.

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS

Cash and cash equivalents includes petty cash, change funds, amounts in deposits, and certificates
of deposit.

Investments are stated at cost or amortized cost, which approximates market.

Deposits

New Jersey statutes require that municipalities deposit public funds in contracted depositories
located in New Jersey which are insured by the Federal Deposit Insurance Corporation, the Federal

Savings and Loan Insurance Corporation, or by any other agency of the United States that insures
deposits made in public depositories. Municipalities are also permitted to deposit public funds in

the-Statc-of New Jersey Cash Managsment Funl.

New Jersey statutes require public depositories to maintain collateral for deposits of public funds,
under the Governmental Unit Deposit Protection Act (G.U D.P.A)YNIS.A, 17:.9-41, that exceed
depository insurance limits as follows:

The market value of the collateral must equal at least 5% of the average daily
balance of collected public funds on deposit. ;

In addition to the above collateral requirement, if the public funds deposited exceed 75% of the
capital funds of the depository, the depository must provide collateral having a market value at least
equal to 100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank of New York, the Federal Reserve
Bank of Philadclphia, the Federal Home Loan Bank of New York, or a banking institution that is
a member of the Federal Reserve Sysiem and has capital funds of not less than $25,000,000.00.

Although the pledged securities are not in the name of the municipality, the deposits are deemed
collateralized under New J ersey law, and certificates to eligibility are issued every six months by
the public depository under the provisions of G.UDP.A.
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS {Continued)
Investments
Securities which may be purchased by local units:
When authorized by a cash management plan approved pursuant to N_I.S. 40A:5-14, any local unit
may use monies, which may be in hand, for the purchase of the following types of securities which,
if suitable for registry, may be registered in the name of the local unit:

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

b

Government money market mutual funds;

[

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

4. Bonds or other obligations of the local unit or bonds or other
obligations of school districts of which the local unit is a part or
within which the school district is located;

5. Bonds or other obligations, having a maturity date not more than 397
days from the datc of purchase, approved by the Division of
Investment of the Department of the Treasury for investment by local
units;

6. Local government investment pools:

7. Deposits with the State of New Jersey Cash Management Fund
established pursuant to Section 1 of P.I.. 1977, ¢. 281 (C. 52:18A-

POwCY

Q0AE)Tor
8. Agreements for the repurchase of fully collateralized securities, if:

a.  The underlying securities are permitted investments
pursuant to paragraphs 1 and 3 of this subsection a;

b.  The custody of collateral is transferred to a third party;

c.  The maturity of the agreement is not more than 30 days:

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

¢. A master repurchase agreement providing for the
custody and security of collateral is executed.

32



TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 2 - CASH AND CASH EQUIVALENTS AND INVESTMENTS (Concluded)

The Township is permitted by N.J.8.A. 40:5-15.1 to invest monies in the following types of securities
1l suitable for registry: (a) bonds or other obligations of the United States of America or obligations
guaranteed by the United States of America; (b) bond of any Federal Intermediate Credit Bank, Federal
Home Loan Bank, Federal Land Bank, Iederal National Mortgage Associates, or any United States
Bank for Cooperatives which have a maturity date not greater than 12 months from the date of
purchase; (c) bonds or other obligations of the local unit or bonds or other obl; gations of school districts
of which the local unit is a part or within which the school district is located; and (d) bonds or other
obligations, having a maturity date not more than 397 days from the date of purchase, approved by the
Division of Investment of the Department of the Treasury.

The bank balances of the Township's cash and investments at December 31 . 2010 are:

Savings and checking accounts:

E.D.ILC. insured b 482.722.00
G.U.D.P.A. insured : 2.820.835.86
Total $ 3.303.557.86

For the year ended December 31, 2010, the carrying amount of the Township's cash and cash
equivalents was $3,108,697.35.
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 4 - FIXED ASSETS

The following is a summary of changes in the General Fixed Assets Account Group for the year ending
December 31, 2010:

Balance Balance
December December

31,2009 Additions Deletions 31,2010
Land $ 2,811,180.00 $  209,000.00 $ - 3 3,020,180.00
Buildings 3,845,020.00 - 18,900.00 3.826,120.00
Machinery and
Equipment 2,010,073.42 - 317,523.00 1,692.550.42
Other Improvements 79,132.00 - - 79,132.00
Vehicles 5.499.545.97 - 1.546.935.97 3.952.610.00

$ 14.244.95139 §  209.000.00 $ 1.883.358.97 $ 12.570.592.42

NOTE 5 - FUND BALANCES APPROPRIATED

$399,000.00 of the $386,097.22 Current Fund balance at December 31, 2010, was appropriated and
included as anticipated revenue in the approved budget for the vear cndmg December 31, 2011.
The utilized amount of $399,000.00 was based on the unaudited December 31, 2010 balance sheet.

NOTE 6 - TAXES COLLECTED IN ADVANCE

Taxes collected in advance, set forth as cash liabilities in the financial statements as follows:

Balance Balance
December December
31,2010 31,2009
Prepaid Taxes 8 34860548 §  369.616.02




TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 7 - LONG-TERM DEBT
Summary of Municipal Debt Service
During the calendar year 2010, the following changes occurred in the municipal debt of the Township:

Balance

Balance
December Issued/ Retired/ December
31. 2009 Authorized Reduction 31,2010
ISSUTD
General Fund:
Serial Bonds § 6,655,000.00 % - S 33500000 § 6,320,000.00
Bond Anticipation Noles 734,002.00 - 9.637.00 724,365.00
Green Acres Loan Payable 47,033.51 - 4.819.70 42,213.81
AUTHORIZED BUT NOT
ISSUED
General Fund 769.035.00 - - 769.035.00
5 _8.205,070.51 ¥ - $ 34945670 $ 7.855.613.81

Permanently funded debt as of December 31, 2010, consists of general obligation serial bonds as follows:

Date Interest

Of Issuc Purposc Maturitics Rate Amount

General Fund:
05-01-02

General Obligation Bonds
12-21-98

Green Acres Loan Pavable

201010 2021

Various 5 6,320,000.00
2010 to 2018 4

2.00% 2.213.81

$ 636221381

As of December 31, 2010, debt service requirements on long-term debt in future years are:

Year Principal Interest Tolal

2011 S 35991658 § 27091420 $  630,830.78

2012 375,015.41 255,662.24 630,677.65

2013 420,116.22 239,570.81 659,687.03

2014 465,219.05 221,421.10 686.,640.15

2015 515,323.95 201,118.70 716,442.65
2016-2021 4.266.622.60 626.983.48 4.853.606.08

S 636221381 § 181567052 $ 8.177.884.33
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 7 - LONG-TERM DEBT (Concluded)

Temporarily unfunded debt as of December 31, 2019, consists of the following:

Intercst
Purpose Rate Amount
General Capital Fund Acquisition of Three Replacement
Trash Trucks 1.75% $ 351,865.00
General Capital Fund Testing Neighborhood Wells and
Cleanup Gasolinc and Hydraulic

Fluid at PWF 1.75% 372.400.00

$ 72436500

Summary of Statutory Debt Condition - Annual Debt Statement

The summarized statement of debt condition which follows is prepared in accordance with the required method
of setting up the Annual Debt Statement and indicates a statutory net debt of $7,855,613.81.

Ciross Debt Deduction Net Debt

Local School District Debt 5 516.200.00 § 316,200.00 § -
Regional High School District Debt 3,732,943.87 3,732,943.87 -
General Debt 7.855.613.81 - 7.855.613.81

$_12104.757.68 % 424914387 § 7.855613.81

NetDebt $7,855,613.81 divided by Equalized Valuation Basis per N.I.S. 40A:2-2, $1,482,439,241.33=0.53%.

Borrowing Power Under N.JS. 40A:2-¢

—3-1/2% Of Equalized Valuation Basis-(Municipal) $—51,885,37345
Net Debt 7.855.613.81
Remaining Borrowing Power S 44.029.759.64

9
The above information is in agreement with the 2010 Annual Debt Statement {iled with the Division of Local
Government Services.

NOTE 8 - OPERATING LEASES

The Township currently has operating leases as {ollows:

7 Date Of Term Of Monthly/Annual
Leasing Companv/Equipment Leases Lease Leage Payment
Hassler Financial Services, LLC - Postage
Machine o 11/23/09 63 Months 5 417.00
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER

NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 8 - OPERATING LEASES {Concluded)

Date Of Term Of Monthly/Annual

I casing Company/Equipment J.eases Lease Lease- Pavment
Canob Business Solutions - Copier 05/27/07 60 Months S 42393
Canob Business Solutions - Copier 05/29:/07 60 Months 46240
GE Capital Solutions - Copier 04/08/08 63 Months 1,415.00
Ford Motor Credit - Police Cars 05/30/08 4 Years 11,467.76
Ford Motor Credit - Police Cars 0727109 4 Years 12.469.30

NOTE 9 - PENSION COSTS

Description

Those municipal employees who are eligible for pension coverage are enrolled in one of the three
multi-employer pension systems admimstered by the State of New Jersey. The Board of Trustees
for the Pension Sysiem is responsible for the organization and administration of the Syster.
According to the State of New Jersey administrative code, all obligations of the System will be
assumed by the State of New Jersey should the System terminate.

The three Municipal State administered pension funds are the Police and Firemen's Retirement
System, the Public Employees' Retirement System, and the Consolidated Police and Firemen's
Retirement System. The Division of Pension charges units for their respective contributions. The
Township municipal employees contribute to either the Public Employees' Retirement System
(PERS) or the Police and Firemen's Retirement System (PFRS).

The Pension Systems are cost-sharing multiple employer contributory defined benefit plans. The
System's designated purpose is to provide retirement, death, disability, and medical benefits for
qualified retirces and other benefits to its members. Membership in the System is mandatory for
substantially all full-time employees of the State or any county, municipality, school district, or
public agency provided the employee is not required to be a member of another state-administered
retirement system or other state or local jurisdiction.

Contributions Required and Made

The Township was required to contribute to the state pension plans, on an annual basis, as follows:

2010 2009
Townghip contribution:
Public Employees' Retirement
System (PLERS) : $  227,174.00 §  121.858.11
Police and Firemen's Retirement :
System (PFRS) $ 347337.00 §  268,315.00

Public Employees’ Retivement System

Employers arc required to contribute at an actuarially determined rate. The annual employer

contribution includes funding for basic retirement allowances, cost-of-living adjustments, the cost

- for medical premiums afier retirement for qualified retirces, and noncontributory death. Members
contribute at a uniform rate of 5.5% of annual covered salary. . -
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 9 - PENSION COSTS (Continued)
Contributions Required and Made (Concluded)
Police and Firemen's Retirement System

The contribution policy is set by NULS.A. 43:16A, Chapter 62, P.L. of 1994 and Chapter 115, P.L.
of 1998, and requires contributions by active members and contributing employers. Members
contribute at a uniform rate of base salary. Plan member and employer contributions may be
amended by Statc of New Jersey legislation. Employees are required to contribute at an
actuarially detcrmined rate. The annual employer contribution includes funding for basic
retirement allowances, cost-of-living adjustments, and noncontributory death benelfits.

Trend Information

Ten-year historical trend information presenting the PERS and PFRS progress in accumulating
sufficient assets to pay benefits as they come due is available from the New Jersey Division of
Pensions and Benelits.

Vesting and Benefit Provisions
Public Employees' Retirement System

The vesting and benefit provisions are sct by N.J.S.A. 43:15A and 43:3B. The System provides
retirement, death, and disability benefits as well ag medical benefits for certain qualified members.
All benefits vest after 8 to 10 vears of service, except for medical benefits which vest afler 25
vears of service. Retircment benefits for age and service are available at age 60 or at age 55 with
25 years of service and are generally determined to be based on the final average salary for each
vear of service credit as defined. Final average salary equals the average salary for the final 3
years of service prior to retirement (or highest 3 year's compensation if other than the f{inal 3
vears). hMembers may seck early retirement after achicving 25 years of service credit or they may
elect deferred retirement after achieving 8 to 10 years of service in which case bencfits would
begin the first day of the month afler the members attains normal retirement age.

The-Systemprovides-specifiedmedical-benefits-formembers-whoretire-after-achieving 25 years—

of qualified service as deflined or under the disability provisions of the System.

Members are always fully vested for their own contributions and after 3 years of service credit
becomes vested for 2% of related interest earned on the contributions. Inthe case of death before
retirement members' beneficiaries are entitled to full interest credited to the members' accounts.

Eligible retirees receiving monthly benefits arc entitled to cost-of-living increases equal to 60
percent of the change in the average consumer price index for the calendar year in which the
pensioner retired as compared to the average consumer price index for a 12 month period ending
with each August 31 inmnediately preceding the vear in which the adjustment becomes payable.
The regular retirement allowance 1s multiplied by the 60 percent factor as developed and results
in the dollar amount of the adjustment payable. Retiree members become eligible for pension
adjustment benefits after 24 months of retirement.



TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 9 - PENSION COSTS (Concluded)
Vesting and Benefit Provisions (Concluded)
Police and Firemen's Retirement Sysiem

The vesting and bencfit provisions are set by N.J.S.A. 43:16A and 43:3B. The system provides
relirement as wcll as death and disability benefits. All benefits vest after 10 years of service.
Retirement benefits for age and service arc available at age 55 and are generally determined to be
2.00% of final average compensation for each year of creditable service as defined up to 30 years
plus 1.00% for each year of service in excess of 30 years. Final average compensation equals the
average compensalion for the final 3 years of service prior to retirement (or highest 3 years'
compensation if other than the final 3 years), Members may seek special retirement afier
achieving 25 years of creditable service or they may elect deferred retirement after achieving 10
years of service in which case benefits would begin at age 55 equal to 2.00% of final average
compensation up to 30 years plus 1.00% for each year of service in excess of 30.

Widow/widowers of members retired since December 18, 1967 reccive 50% of the retiree's
average [inal compensation. The minimum annual widow/widower's benefits of an accidental
disability retiree prior to December 18, 1967 and of all retirees since December 18, 1967 is
$4,500.00. '

Members are always fully vested for their own contributions. In the case of death before
retirement, members’ beneliciaries are entitled to full payment of members' contributions.

Eligible retirecs recciving monthly benefits are entitled to cost-of-living increases equal to 60
percent of the change in the average consumer price index for the calendar year in which the
pensioner retired as compared to the average consumer price index for a 12-month period ending
with each August 31 immediately preceding the year in which the adjusiment becomes payable.
The regular retirement allowance 1s multiplied by the 60 percent factor as developed and resulis
in the dollar amount of the adjustment payable. Rctired members become eligible for pension
adjustment benefits aficr 24 months of retirement. The cost-of-living increases are funded by the
retirement system and are included in the annual actuarial calculations of the required state and
state-related employer coptributions.

Post-Retirement Medical Benefits

Chapter 383 of Public Laws 1987 and Chapter 6 of Public Laws 1990 requires the PERS, to fund
post-tetirement medical benefits for those employees, covered by the State plan, who retire afler
reaching age 55 and accumulating 25 years of credited service. The cost of these benefils is
actuarially determined and {unded through contributions by the State in accordance with Chapter
62, P.L. 1994, Funding for the post-retirement medical premiums changed from a prefunding
basis lo a pay-as-you-go basis beginning in fiscal year 1996 which increased the medical reserve
by ¥z of 1% of payroll. '
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TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
¥or the Year Ended December 31, 2010

NOTE 10 - ACCRUED SICK AND VACATION TIME

Township employees arc entitled to paid vacation and sick time depending on their length of
service with the Township. Vacation days not used during the year may be accumulated and
carried forward for two years. Vacation days not used within this time period are forfeited.
Vacation time unused al lermination is reimbursed to the emplovcee at their current rate of pay.
Unused sick leave may be accumulated and carried forward to subscquent years. One-half of
accrued sick time is reimbursed to employees only if they meet the requirements of retirement
according to the Public Employees® Retirement System or Police and Fireman’s Retirement
System. Sicktime is reimbursed to the employee at the their current rate of pay up to a maximum
of 62 to 65 days depending on their job ¢lassification.

The amount of accrual for compensated absences as of December 31, 2010 is as follows:

Township
Emplovees Share Of
Accrua] Pavroll Taxes
Vacation time/sick time $ 1.366.996.03 §  104.575.20

This liability has not been recorded on the financial statements. Actual payment and funding for
compensated absences occurs through budget appropriation in the annual operating budget and
only during the year the employee terminates or retires (pay-as-yvou-go basis).

NOTE 11 - DEFERRED COMPENSATION PLAN

1 :
The Township offers its employees a deferred compensation plan created in accordance with
Internal Revenue Code Section 457, The plan, available to all Township employees, permits them
to defer a portion of their salary until future years. The deferred compensation is not available to
employees unlil termination, retirement, death, or unforesccable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased with those
amounts, and all income attributable to those amounts, property, or rights arc solely the property

—— and rights—of the participants—and their bencficiaricsand arec held i acustodial account as

described in IRC Section 457(g). Such amounts are part of a common fund held with the assets
of other Section 457 plans,

All assets of the plan arc held by two independent administrators, Nationwide Retirement
Solutions, Inc. and Valic. The deferred compensation investment {und balance as of December
31, 2010, was $977,925.83 for Nationwide Retirement Solations, Inc. Valic would not provide
a stalement to the Township.

NOTE 12 - SCHOOL TAXES

School taxes are raised on a calendar year basis for both the local and regional high schooel
districts; therefore, school taxes cannot and have not been deferred as of December 31, 2010.

A1-



TOWNSHIP OF FRANKLIN
COUNTY OF GLOUCESTER
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2010

NOTE 13 - RISK MANAGEMENT

The Township is exposed to various risks of loss related to torts, theft of, damage to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters. The
Township maintains commercial insurance coverage for property, liability, and surety bonds.

The Township Committce has elected Lo obtain the required insurance through the Gloucester,
Salem, Cumberland Countics Municipal Joint Insurance Fund and the Muni cipal Excess Liability
Joint Insurance Fund. The membership enables them to share their liability with the other
members and to realize a savings in their premiums. The insurance fund also offers the Township
guidance in safety practices and requires the formation of a safety committee. Through this, the
Township has installed new safety practices and is rewarded financially by the JTF for thesc safety
practices,

NOTE 14 - LYTIGATION

There are various claims and lawsuits pending against the Township. In the opinion Tovwnship’s
management, after consultation with legal counsel, the potential losses would have no adverse
effect on the Township’s financial position in the future. Fowever, it should be noted that one
specific lawsuit arising out of the discovery that a property that had been sold through the tax
foreclosure process was contaminated with elemental mercury and that subsequently, children
were exposcd when the property was converted to a daycarc center. The primary relief sought in
the class action is the creation of a pool of money to fund medical monitoring of individuals who
were exposed to the mercury. ‘There is also a claim for an award of atlomey’s fees and costs. In
counsel’s opinion, therc is a dispute as to the issue of how much coverage exists through insurance
and thus no opinion on potential exposure to the Township can be made; nonetheless, counsel feels
that the Township’s defenses are strong as to remaining amount of insurance coverage as the
potential- impact will not materially impact the Township’s financial position.

NOTE 15 - SUBSEQUENT EVENTS

Subsequent cvents were evaluated through May 11, 2011, which is the date that the financial

statements were avallable to be issued:
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TOWNSHIP OF FRANKLIN
For the Years Ended December 31, 2010 and 2009

Comparative Statements of Operations and Changes in Fund Balances - Current Fund

Year 2010 Year 2009
Amount %% Amount i
Revenues and other income realized:
Fund balances utilized 3 1,000,000.00 2.33% b 875.900.15 2.25%
Miscellaneous - from other than
local property tax levies 3,353,272.50 8.48% 3,807,284.63 9.78%
Collection of delinquent taxes and
1ax title licns 129,865.16 0.33% 154,044.98 0.40%
Collection of current tax levy 35,018,856.70 88.60% 34,058,678.91 87.47%
Interfund loans cieared ‘ 22,554.62 0.06% 40,965.97 0.11%
Total income 39,524,548 .98 130.00% 38.936,874.64 100.00%
Expenditures:
Budget expenditures: A
Municipal purposes 10,653,893.73 27.06% 10,645,952.30 27.80%
County taxes 8,257,479.26 20.97% 8,537,733.60 22.29%
School laxes 18,267,249.77 46,39% 17,364,737.88 45,33%
Special district taxes 1,805,103.21 4.58% 1,736,021.66 4.53%
Interfund loans made ; 153,385,532 (.39% 300.84 0.00%
Other expenditures 236,776.84 0.60% 9,835.05 0.03%
Total expenditures 39,373,888.33 100.00% 38,294,581.33 100.00%
Less: expenditures 1o be raised by
future taxes 0.00 898.49
Tatal adjusted expenditures 39,373,888.33 38,293,682.84
Excess In revenues | 50,660.65 643,191.80
Fund balance - January 1 1,235,436.57 A 1,468,144,92
1,386,097.22 2,111,336.72
Less: wulization as anticipated
revenue 1,000,000.00 §75,900.15
Fund balance - December 31 S 386,097.22 » 3 1,235,436.57
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TOWNSHIP OF FRANKLIN

Comparison of Tax Rate Information

2010 2009 2008

Total Tax Rate $ 4145 3 4034 5 3,980
Apportionate of Tax Rate:

Municipal $ 859 % B8w% 767

County 1.018 1.054 1.058

Local School 1.048 1.014 1.014

Regional High School 1.210 1.146 1.131

Municipal Open Space 010 010 010

In addition, special district rates were in effect for the Township's five firc districts:

Franklinville . $ 236 8§ 235 8 228
Malaga 213 204 201
Janvier 171 A61 132
Torest Grove 250 240 240
Star Cross A77 170 167

Assessed Valuation:

2010 5 808.899,239.00
2009 k3 804,207.,760.00
2008 $ 785,370,751.00

Comparison of Tax Levies and Collection Currently

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

Currently
Percentage
, Cash Of
Year Tax Levy Collections Collection
2010 S 35,348,588.94 $35,018,856.70 99.07%
2009 5 34,282,999.00 % 34,058,678.91 99.35%
$33,217,524.14 99.56%

2008 $ 33.364.540.86

Delinquent Taxes and Tax Title Liens

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

Amount Amount Of

Of Tax Delinguent Total Percentage
Year Title Liens Taxes Delinguent Of Tax Levy
2010 , $ 35387042 % 91388 3 354,784.30 1.00%
2009 S 12869656, % 9.891.68 § 138,588.24 0.40%
2008 S 182,609.61 % 21,2710 % 203,881.51 0.61%
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TOWNSHIP OF FRANKLIN
Property Acquired by Tax Title Lien Lignidation
Propertics were acquired in 2010 by foreclosure or liquidation of tax title liens,

The value of property acquired by liquidation of tax title liens on December 31, on the basis ofthe Jast asscssed
valuation of such propertics, was as follows:

Year Amount

2010 $  5,454,458.87
2009 $  5,444,658.87
2008 $ 5,142.158.87

Comparative Schedule of Fund Balance

Utilized In
Approved
Budget Of
Succecding,
Year December 31 Year
Current Fund:
20190 5 386,097.22 b 399.000.00%
2009 $ 1,235,436.57 S 1,000,000.00
2008 $ 1,468,144.92 & 875.900.15
2007 $ 2,329.700.11 $ 1,760,393.93
2006 3 2,368,691.78 $ 1,482,121.89

*The utilized amount of $399,000.00 was based on the unaudited December 31, 2010 balance sheet.




TOWNSHIP OF FRANKLIN
()PFI(‘I ALS IN OFFICE AND SURETY BONDS

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

Name Title
Patrick Dougherty Mavor
Joseph Petsely, Ir, Deputy Mayor
Margc Pfrommer Committeewoman
Harold Atkinson Committeeman
Francis Ciancaglini Committeeman
Frances Carder Chief Financial Officer
Lawrence Nightlinger, Jr. Tax Collector
Tax Search Officer
Steven Rickershauser Construction Code Official
Building and Fire Sub-Code Official
Nancy Kennedy Brent Muagistrate (I'rom 8/10/10)
Thomas North Magistrate (To 8/10/10)
Wendy Seitz Administrative Court Clerk
Tracy Bleda Deputy Court Clerk
Carolyn Toy 7 Township Clerk

Registrar of Vital Statistics
Sccretary to Board of Health
Improvement Search Officer

Michael DiGiorgio Township Administrator
Anthony Baldosaro Uniform Fire Code Official
William F. Ziegler, Esquire Solicitor

Fralinger Engineering Engineer

Note: All officials and employees are covered by the Joint Ingnrance Fund with a bond in the amount of
$1,000,000.00 cach.




CURRENT FUND
**SCHEDULES**
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EXHIBIT A-5

TOWNSHIP OF FRANKLIN
CURRENT FUND
SCHEDULE OF CURRENT CASH - COLLECTOR
For the Year Ended December 31,2010

Ref.
Balance - December 31, 2009 A $ 23,638.22
Increased by:
Interest and cost on taxes A2 h 140,499.13
Non-budget revenues A-2 4,490.00
Taxes receivable AG 34,441,768.93
Tax title liens receivable A7 ‘ 111,596.70
Revenue accounts receivable A-8 19,265.34
Tax sale premiwm Contra 74,700.00
Taxcs collected in advance 335,216.98
Cleanup charges receivable A2 22.511.73
- Tax overpayments 35,860.53
35,185,909.34
35,209,547.56
Decreased by:
Payments to chief financial oflicer A-4 35,033,143.03
Paymenls 1o tax sale premium trust fund Contra 74.700.00
Payments to municipal open space trust fund ~ B-1 80.889.92
35,188,732.95
Balance - December 31, 2010 A $ 20,814 61
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TOWNSHIP OF FRANKLIN
CURRENT FUND
SCHEDULE OF TAX TITLE LIENS
¥or the Year Ended December 31, 2010

EXHIBIT A-7

175,843.88

290,613.14

Ref.
Balance - December 31, 2009 A
Increased by: :
Transfers (rom taxes receivable A6 § 0 26292233
Foreclosure fees ' 9,640.00
Interest and cost on tax sale 18,050.81
Decreased by:
Cash collected A-5 111,596.70
Trausfer 1o property acquired for taxes 98990
Balance - December 31, 2010 A

466,457.02

112,586.60

353,870.42
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EXHIBIT A-10

TOWNSHIP OF FRANKLIN
CURRENT FUND
SCHEDULE OF LOCAL DISTRICT SCHOOL TAXES
For the Year Ended December 31,2010

"~ Ref.
Balance - December 31, 2009 A $ 84,997.48
Inereased by:
Levy for calendar year 2010 A-l 8,478,878.50
3,563,875.98
Decreased by:
Payments A-4 8.473,873.00
Balance - December 31, 2010 A $ 90,002.98

=57



TOWNSHIP OF FRANKLIN

For the Year Ended December 31, 2010

Balance - December 31, 2009 (prepaid)
Increased by:

Levy for calendar year 2010
Decreased by:

Payments

Balance - December 31, 2010 (prepaid)

CURRENT FUND
SCHEDULE OF REGIONAL HIGH SCHOOL DISTRICT TAX

Ref.

A

A-l

;’%"4

EXINBIT A-11

$ (0.05)
9,788,371.27
9.788.371.22

10,007.558.99

S (219,187.77)
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TRUST FUND
**SCHEDULES**
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TOWNSIIIP OF FRANKLIN
TRUST FUND
SCHEDULE OF RESERVE FOR DOG FUND EXPENDITURES

For the Year Ended December 31, 2010

Balance - December 31, 2009

Increased by:
Dog license fees
Kennel license fees
Duplicate dog license fees
Late fees

Decreased by:

Expenditures under R.S. 4:19-15.11:

Cash
Statutory excess due to current fund

Balance - December 31, 2010

Ref.

B

B-1
B-1
B-1
B-1

B-1

$ 21,103.00
283.00

8.00

5.537.00

3,061.00
19,686.60

EXHIBIT B-3

$ 39,078.19
26,931.00
66,009.19
22,747.60

$ 43,261.59

License Fees Collected

67-

~Year Amount
2008 $ 19,023.19
2009 24,238.40
b 43,261.5%




TOWNSHIP OF FRANKLIN
TRUST FUND

EXHIBIT B-4

SCHEDULE OF DEPOSITS FOR REDEMPTION OF TAX TITLE LIENS

Balance - December 31, 2009
Increased by:

Cash receipts
Decreased by:

Cash disbursementis

Balance - December 31, 2010

For the Year Ended December 31,2010

Ref.

$ 45.868.01
1,090,270.45
1,136,138 46
1,071,250.33

$ 64,888.13
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SCHEDULE OF PREMIUM RECEIVED AT TAX SALE
For the Year Ended December 31, 2010

Balance - December 31, 2009
Increased by:

Premium received at tax sale

Decreased by:
Premium relunded at redemption:
Current year

Balance - December 31, 2010

TOWNSHIP OF FRANKLIN

TRUST FUND

Ref.

EXHIBIT B-5

156,000.00

74,700.00

230,700.00

90,900.00

135,800.00
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SCHEDULE OF RESERVE FOR MUNICIPAL OPEN SPACE

Balance - December 31, 2009
lncreased by:

2010 municipal tax levy
Added and omitted taxes

Decreased by:
Expenditures for open space

Balance - December 31, 2010

TOWNSHIP OF FRANKLIN

TRUST FUND

For the Year Ended December 31,2010

Ref.

B

§

80.889.92
290.29

EXHIBIT B-6

h 187,757.00
§1,180.21
268,937.21
162,109.21

S 106,828.04
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GENERAL CAPITAL FUND
**SCHEDULES**




TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
SCHEDULE OF CASH - CHIEF FINANCIAL OFFICER
For the Year Ended December 31,2010

Ref,
Balance - December 31, 2009 C
Tocreased by reccipts:
Amount due from current fund Contra $ 200,283.00
Capital intprovement fund C-5 6,000.00
Refund of ordinance C-6 185,921.73
Improvement authorizations funded:
Recreation facility trust fund -6 246,000.00
Open space trust fund C-6 109,000.00
Amount due from State of New Jersey 457,405.17
Decreased by disbursements:
Due to current fund Contra 200,000.00
Contracts payable - 224.304.39
Improvement authorizations C-5 487,965.51
Balance - December 31, 2010 | C

EXHIBIT C-2

$ 182,776.69
1,204,609.90
1,387,386.59

912,269.90

$ 475,116.69
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Fund balance

TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
ANALYSIS OF CASH
For the Year Ended December 31,2010

JJue from State of New Jerscy
Miscellanesous accounts receivable

EXHIBIT C-3

Balance
December
31,2010

$ 5,856.75
(300,594.83)
(6.931.90)

Contracts payable 146,090.01

Capital improvement fund 131,015.00

Due current fund 283.00

Improvement authorizations:

Ordinance

Date

6-99 Road resurfacing program 7,855.53
16-02 Public buildings and grounds improvements 29,094.38
16-02 Road reconstruction 1,549.66
16-02 Purchase of ambulance and equipment 179,703.13
16-02 Purchase of motoreycle equipment 324.56
26-02 Infrastructure - Newfield Terrace 11,237.27
15-04 Renovations to Newficld Terrace community center 3,200.00
18-04 Purchase playground equipment 2,612.00
10-05 Park and recreation equipment 3,764.56
07-06 Purchase of DPW equipment 51,515.54
07-06 Purchase of police cquipment 63.505.78
07-06 Purchase of office equipment 499.66
09-07 Piney Hollow Road 20.00
13-08 Piney IHollow Road- Phase I 32427.00
25-08 Acquisition of replacement trash trucks 14,417.72
26-08 Supplemental environmental cleanup {315,864.09)
02-09 Pcnns}-'lvania Avenue 13,906.59
04-09 Newfield Terrace community center 9.488.45
12-09 Road reconstruction and resurfacing 29,871.59
13-09 Repaving public works parking lot 1,032.22
15-09 Recreation projects 112,834.47
17-09 - Franklin Forest development improvements 20,040.45
19-09 Weymouth road - section ] 56,590.46
15-10 Acquisition of property (George property) 167.771.73

3 475,116.69

Refl C
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TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
SCHEDULE OF CAPITAL IMPROVEMENT FUND
For the Year FEnded Deecember 31,2010

Ref.
Balance - December 31, 2009 C
Increased by:
2010 budget appropriation C-2
Balance - December 31, 2010 C

EXHIBIT C-5

$ 125,015.00

6.000.00

$ 131.015.00
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EXHIBIT C-10

TOWNSHIP OF FRANKLIN
GENERAL CAPITAL FUND
SCHEDULE OF¥ BONDS AND NOTES AUTHORIZED AND NOT ISSUED
For the Year Ended December 31, 2019

Balance
Ordinance December
Number Purpose ‘ 31,2010
25-08 ‘I'rash trucks and environmental cleanup b 308,285.06
26-08 Supplemental environmental cleanup 460,750.00

$  765,035.00

Ref. Footnote
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CONSOLIDATED WATER AND SEWER UTILITY FUND
**SCHEDULES**

**NOT APPLICABLE#*




PUBLIC ASSISTANCE TRUST FUND
**SCHEDULES**




EXHIBIT E-1

TOWNSHIP OF FRANKLIN
PUBLIC ASSISTANCE TRUST FUND
SCHEDULE OF CASH - CHIEF FINANCIAL OFFICER
For the Year Ended December 31, 2010

Ref. PATFE. 1
Balance - December 31, 2009 E h3 3,209.20
Increased by receipts:
Interest 16.03
3,225.23
Decreased by disbursements:
Due to current fund 16.03
Ralance - December 31, 2010 E ) 3,209.20
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TOWNSHIP OF FRANKILIN
PUBLIC ASSISTANCE TRUST FUND

EXHIBIT E-2

STATEMENT OF PUBLIC ASSISTANCE CASH AND RECONCILIATION

Balance - December 31, 2010

Increased by:
Cash receipts record

Decreased by:
Cash disbursement record

Balance - April 30, 2011

Newlield National Bank

PER N.IS.A. 40A:5-5
For the Period Ended April 30, 2011

3.209.20

3.51

3.214.7]

5.27

3.209.44

3,209.44
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PAYROLL ACCOUNT
**SCHEDULES*




EXHIBIT 7-1

TOWNSHIP OF FRANKLIN
PAYROLL AGENCY ACCOUNT
SCHEDULE OF PAYROLL DEDUCTIONS PAYABLE
For the Year Ended December 31, 2010

Public employees' retirement system

$ 13.349.01

Public ecmployees’ retirement sysiem- contributory insurance 860.39
Police and {iremen's pension system 27,080.27
Defined contribution retirement program $95.00
3 41,984.67

Ref. F




BOND AND INTEREST ACCOUNT
**SCHEDULES#**
**NQOT APPLICABLE=**




GENERAL FIXED ASSETS
**SCHEDULES**

**NOT APPLICABLE**




TOWNSHIP OF FRANKLIN
FhEThwRN
LETTER OF COMMENTS AND RECOMMENDATIONS

For the Year Ended December 31, 2010




GENERAL COMMENTS
Contracts and Agrecments Reguired fo be Advertised per N.LI.S. 40A:11-4

N.I.S. 40A:11-4 states, "Every contract or agreement, for the performance of any work or the furnishing
or hiring of any materials or supplies, the costs or the contract price whereof is to be paid with or out of
public funds not included within the tcrms of Scction 3 of this act, shall be made or awarded only afler
public advertising for bids and bidding therefore, except as is provided otherwise in this act or specifically
by any other law. No work, materials, or supplies shall be undertaken, acquired, or furnished for a sum
exceeding in the aggregate $21,000.00/$26,000.00, except by contract or agreement”.

The govemning body of the Municipality has the responsibility of determining whether the expenditures
in any category will exceed Bidding Requirements within the fiscal year. Where question arises as to
whether any contract or agreement might result in violation of the statute, the Solicitor's opinion should
be sought before & commitment is made.

The minutes indicate that bids were requested by public advertising for the following itemns:

Deerwoods Paving
Weymouth Road Paving - Section 1

N.J.S. 40A:11-5 provides for exceptions to the above-mentioned statutory bidding requirements for
various stipulated areas of expenditures. Included in thesc areas of exception are all professional services
which include but are not limited 1o solicitors, engineers, land surveyors, and accountants. However, in
lieu of requiting formal bidding procedures for these categories of expenditures, in awarding contracts to
fill thesc positions, certain other statutory requirements must be adhered to by the governing body. These
requirements include the following stipulation (N.J.S. 40A:11-5 (1) () (1) ):

"The governing body shall in each instance stale supporting reasons for its action in
the resolution awarding each contract and shall forthwith cause to be printed once, in
a newspaper authorized by law to publish its legal advertisements, a brief notice
stating the naturc, duration, service, and amount of the contract, and that the
resolution and contract are on file..."

My examination indicated that the Township complied with this requirement during 2010.

Inasmuch as the system of records did not provide for an accumulation of payments for categorics for the
performance of any work or the furnishing or hiring of any materials or supplies, the results of such an

_accumulation could not reasonably be ascertained. Disbursements were reviewed, however, to determine
whether any clear-cut violations existed. '

My cxamination of expenditures did not reveal any individual payments, contracts, or agreements in
excess of $21,000.00/$26,000.00 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.I.S. 40A:11-6.



GENERAL COMMENTS (Continued)
Contracts or Agreements Not Required to be Advertised in Accordance with N.J.S. 40A:11-6.1

N.LS. 40A:11-6.1 states, "Except contracts which require the performance of professional services, all
contracts or agreements which do not require public advertising for bids in which the estimated cost or
price exceeds $3,150.00/83,900.00, at least three quotations as to the cost or price, whenever practicable,
shall be solicited by the contracting agent, and the contract agreement shall be made with and awarded
to the lowest responsiblc bidder.” 1t was noted during the audit, that this statute was being adhered to for
all purchases when required by having available all supporting documentation on hand and made part of
the purchase order when quotes are solicited.

Collection of Interest on Delinquent Taxcs and Assessments

The statute provides the method for authorizing interest and the maximum rate to be charged for the
nenpayment of taxes on or before the date when they would become delinquent.

The governing body on January 2, 2010, adopted the following resolution authorizing interest to be
charged on delinquent faxes and asscssments:

WHEREAS, in and by N.J.S.A. 54:4-67, a governing body of any municipality may fix the rate of
interest to be charged for non-payment of taxes or assessments on or before the date when they
became delinquent; and

WHEREAS, the Franklin Township Commiftee has ordered that the Tax Collector charge eight (8%%)
percent per annum on the first 51,500.00 of the delinquency and eighteen (18%) percent per annum
on any amount in cxcess of $1,500.00; and

WHEREAS, the Franklin Township Commitiee has ordered the Tax Cellector te charge a penalty of
$i% {6%) percent of the delinquency in excess of $10,000.00, to a taxpaycr who fails to pay the
delinquency prior to the end of the calendar year; and

NOW, THEREFORE, BE IT RESOLVED, that if said taxes are deemed to be delinquent for non-
payment of taxcs, the Tax Collector shall charge eight (8%) percent per annum on the first $1,500.00
of the delinquency and eighteen (18%0) percent per annum on any amount in excess of $1,500.00.

BE IT FURTHER RESOLVED, by the I'ranklin Township Committee that the Tax Collector shall
charge, in addition to the interest for delinquent taxes, as noted above, a penalty of six (6%) percent
of the amount of the delinquency in taxes in excess of $10,000.00.

1t appears from an cxamination of the Collector's record that interest was collected substantially in
accordance with the foregoing resolution.

Delinquent Taxes and Tax Title Liens

The last tax sale was held on December 135, 2010 and was complete, The prior year's taxcs, as reflected
on the audit schedule, are protected under the bankruptcy act.

Inspection of tax sale certificates revealed that all were on file.



GENERAL COMMENTS (Concluded)
Delinquent Taxes and Tax Title Liens (Concluded)

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

Year Number Of Liens
2010 143
2009 132
2008 74

It is essential to good management that all means provided by statute be utilized to liquidate liens by
seriously undertaking foreclosure proceedings on appropriate properties in order to get such properties
back on a taxpaying basis.

Deferred Compensation Plan

In accordance with N.J.A.C. 5:37-1 et seq. our audit included procedures to lest employer payroll records
and employecjoinder agreements against information provided to the Township by the plan administrators
of the deferred compensation plans, Inregards to items tested we found no discrepancies and were able
to reconcile the total amount of payroll deferrals to plan contributions. Tn addition, we reviewed copies
of the independent auditor's reports, which expressed an unqualified opinion, dated as of December 31,
2010, on the assets of the plan held by the independent administrator of the plan.

All federal, state, and local approvals of the plan. including the latest revisions as required, were available
for audit.

OTHER COMMENTS

Municipal Court

A separate report of the Municipal Courl transactions was filed in accordance with the requirements of
the Local Finance Board. As part of the test of the records, no attempt was made 1o differentiate among

fines due the Township, County, or State, or to pass upon the authenticity of the preparation and
procedures for complaints issued.

Payroll

‘The examination of the Payroll [und did include a sampling of the detailed computation of various
deductions from the payroll of the Township employees and did ascertain that the accumulated
withholdings were disbursed to the proper agencics.

Constriuction Code Official

A test of the expenditures ofthe‘c‘onslruction code fees was done as required by N.JLAC. 5:23-4.17(b)3.
All fees collected pursuant to the municipality's fec schedule were appropriated in accordance with the
requirements of the Uniform Construction Code Actand the Local Budget Law, which were applied solely
to mect the municipal costs of enforcing those regulations as specified by N.J.A.C. 5:23-4.17(c)2.
Police

The examination ol receipts included a sampling of deposit frequency. The test indicated that the police
department does not turn over funds to the Chief Financial Officer within 48 hours of reccipt of deposit.




RECOMMENDATIONS
It is recommended that:

For the Police

L. Tunds be turned over to the Chief Financial Officer within 48 hours of receipt.

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

Should any questions arise as to my comments Lo recommendations, or should you desire assistance in
implementing my rccommendations, please do not hesitate to call me.

1 desire to cxpress my appreciation for the assistance and courtesics rendered by the Township officials

during the course of the audit.

Reg

ectully submitted,

William H. Buckley, IIT
Registered Municipal Accountant #46
Certified Public Accountant
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