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INDEPENDENT AUDITOR'S REPORT

July 28, 2017

The Honorable Mayor and
Members of the Township Council

Township of Hardyston
Hardyston, NJ 07419

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 Hardyston in the County of Sussex, as of December 31, 2016 and 20135, 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, 2016, 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 i
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 an opinion 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.
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An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the audifor’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 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.

The Length of Service Awards Program of the Township of Hardyston has not been audited, and we were
not engaged to audit the Length of Service Awards Program financial statements as part of our audit of the
Township’s financial statements.

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 Hardyston 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 matter discussed in the “Basis for Adverse Opinion on U.S,
Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do not
present fairly, in accordance with accounting principles generally accepted in the United States of America,
the financial position of each fund of the Township of Hardyston as of December 31, 2016 and 2015, or
changes in financial position for the years then ended.
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Qualified Opinion on Regulatory Basis of Accounting

Asdescribed in Note 11 ofthe financial statements, The Township participates in a Length of Service Award
Program (LOSAP) for its volunteer fire and rescue personnel. The amount reflected in the trust fund
statements of $278,347.88 and $249,284.69 for 2016 and 2015, respectively, were note audited and,
therefore, we express no opinion on the LOSAP program.

Opinion on Regulaiory Basis of Accounting

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on
Regulatory Basis of Accounting” paragraph, the financial statements referred to above, with the exception
of the Length of Service Awards Program, present fairly, in all material respects, the regulatory basis
balances sheets and account group as of December 31, 2016 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.

Other Maiters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Township of Hardyston’s basic financial statements. The supplementary information listed
in the table of contents and the schedule of expenditures of state financial assistance 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 and the schedule of expenditures of state
financial assistance 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 mformation
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, schedule of expenditures of federal awards and the schedule of expenditures of state
financial assistance 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.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 28,2017 on
our consideration of the Township of Hardyston’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 Hardyston’s internal control over
financial reporting and compliance.

Municipal Accountant

ERRAIOLL WIELKOTZ, CERULLO & CUVA, P.A.

Certified Public Accountants
Pompton Lakes, New Jersey

July 28, 2017
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Township of Hardyston , N.J. Page I of 2
Comparative Balance Sheet - Regulatory Basis
Current Fund
December 31, 2016 and 2015
Ref. 2010 2015
Assets
Current Fund:
Cash A-4 6,307.831.16 5,847.257.85
Change Fund A-5 625.00 625.00
6,308,456.16 5,847,882.85
Receivables and Other Assets with Fuli Reserves:
Delinquent Taxes Receivable A-8 421,%47.84 593,107.3%
Tax Title Liens Receivable A-9 257,456.33 337,162,99
Property Acquired for Taxes -
Assessed Valuation A-10 14,700.00 14,700.00
694,104.17 944, 97(.38
Deferred Charges:
Special Emergency A-13 - 100,000.00
7,002,560.33 6,892,853.23
Federal and State Grant Fund:
Grants Receivable A-21 26,315.37 243,109.21
Due From Current Fund A-24 3,326,444.30 3,298,664.72
3,352,759.67 3,541,773.93
10,355,320.00 10,434,627.16

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

-5-
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Township of Hardyston , IN.J. Page 2 of 2
Comparative Balance Sheet - Regulatory Basis
Current Fund
December 31, 2016 and 2015
Ref. 2016 2015
Liabilities, Reserves and Fund Balance
Current Fund:

Appropriation Reserves A-3; A-14 579,518.90 565,102.46
Interfunds Payabie

State and Federal Grant Fund A-12 3,326,444.30 3,298,664.72

Assessment Trust Fund A-12 1,011.84 -
Encumbrances Payable A-18 289,202.87 117,582.12
Prepaid Taxes A-16 24421787 293.016.72
County Taxes Payable A-19 7,364.82 16,037.57
Tax Overpayments A-20 58,925.09 57,236.96
Accounts Payable A-20 16,649.41 16,649.41
Due to State of NJ:

Senior Citizen and Veleran Deductions A-7 8,689.66 5,689.66
Reserve for:

Preparation of Tax Map A-20 443.00 3.825.00

Reserve for Revaluation A-20 7,449.00 7.,449.00

4,539,916.76 4.381,253.62
Reserve for Receivables Contra 694,104.17 944,970.38
Fund Balance ‘ A-l 1,768,539.40 1,566,629.23
7,002,560.33 6,892,853.23
Federal and State Grant Fund:

Appropriated Reserve for Grants A-22 3,318,114.77 3,515,358.59
Unappropriated Reserve for Grants A-23 34,349.90 21,544.34
Reserve for Encumbrances A-25 295.00 4.871.00

3,352,759.67

3,541,773.93

10,355,320.00

10,434,627.16

The accompanying "Notes to Financial Statements” are an integral part of these Financial Statements.
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Township of Hardyston , N.J.

A-1

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

Current Fund

Year Ended December 31, 2016 and 2015

Revenues and Other Income:
Fund Balance Utilized
Mizcellaneous Revenue Anticipated
Receipts from Delinquent Taxes
Receipts from Current Taxes
Non-Budget Revenue
Other Credits to Income:

A2
A-2
A-2
A2
A2

Unexpended Balance of PY Appropriation Reserves A-14

Unexpended Balance of CY Appropriation Reserves

Cancelled Escrow Balances
Total Revenues and Other [ncome

Expenditures:
Budget and Emergency Appropriations:
Operations:
Salaries and Wages
Other Expenses
Capital Improvement Fund
Municipal Debt Service
Deferred Charges and Statutory Expenditures -
Municipal
Refund of Prior Year Revenue
Grant Appropriations Cancelled
Local District School Tax
Regional High School Tax
County Taxes Including Added Taxes
Total Expenditures

Excess (Deficit) Revenue Over Expenditures
Fund Balance, January |,
Decreased by

Fund Balance Utilized as Budget Revenue

Fund Balance, December 31,

A-3
A-4

A-3

A-12
A-17
A-18
A-19

2016
738,000.00
2,208,039.23
605,227.86
28,184,534.82
540,572.71

60,477.42
0.67

2015
680,000.00
2,512,622.35
734,260.81
27,482,132.93
464,876.44

10,934.48
72,943.67
702.25

32,336,852.71

31,958,472.93

4,360,630.14
3,273,031.777
425,000.00
958,110.00

1,014,865.92
1,344.99

10,207,071.00
4,970,695.00
6,186,193.72

4,237,502.16
3,590,534.12
509,228.00
897,170.00

909,646.15
2,817.97
16,439.30
10,049,161.00
4,866,553.00
5,981,849.56

31,396,942.54

31,060,901.26

939,910.17 897,571.67
1,566,629.23 1,349,057.56
2,506,539.40 2,246,629.23

738,000.00 680,000.00

1,768,539.40

1,566,629.23

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



Towanship of Hardyston, N.J.

Statement of Revenues - Regulatory Basis

Fund Balance Anticipated
Miscellansous Revenues:
Licenses:

Alcoholic Beverages
Fines and Costs:

Municipat Court
Interest and Costs on Taxcs
Interest on Investments
Garbage Collection Fees
Uniform Fire Safety Act (Local Fees)
Antenna Lease Fees
Sale of Solar Renewable Energy Credits
Energy Receipts Tax (P.1. 1999, Chapters 162 & 167)
Garden State Trust - PILOT Funds
Watershed Moratorium offset
Uniform Censtruction Code Fees
Hardyston Townsiup Municipal Utifiles Authorily - Adoiaistrative Senvice
Hurdysion Township Munictpal Utilities Authority - Secretarian/Billing Ser
Franklin Borough - Recrcation Pragram
Hardyston Elementary School - Recycling & Sotid Waste Rewr
Hardyston Elesmentary School - Park Maintenance
Hardyston Township MUA - Sewer antl Water Operation
Franklin Boroupgh - Construction Code Official
Hamburg Borough - Construction Code Official
Hamburg Borough - Recyeling
Hamburg Borough Solid Waste
Town of Newton - Construction
Sugsex Borough - Construction
Andover Township Land Use
Hamburg Zomnyg and Property Maintenance
Hamburg Recreation
Sparta Township - Municipal Housing Lialson
Wantage Township - Construction Official
Recycling Tomape Grant
Alcoholism Education Rehabilitation Fund
Clean Communities Program
Municipal Alliance on Alcoholism And Diug Abusc
NI Division of Criminial Justice - Body Armor Grant
Prive Sober or Get Pulled Over
Interest on Special Legistative Grant
Uniform Fire Safety Act

Total Miscellaneous Revenues

Receipts from Delinquent Taxes
Subtatal General Revenues
Amaount to be Raised by Taxes for Support of
Municipal Budget - Local Tax for Municipal
Purposes Including Reserve for Uncollected Taxes

Budget Totals

Non-Budget Revenue

Year Ended December 31, 2016

Ref,

A-1l
A1
A-11
A-11
AL
A1l
A-11
A-l1
A-11
A-11
A-11
A-11
A1l
A-11
A-11
A-11
A-ll
A1l
A-11
A-11
A-11
A-T1
A1l
A-11
A-1l
A-11
A-ll
A-11
A-21
A-21
A2l
A-21
A2l
A2l
A2l
A-11

Al

Al A2

A-1; A2

Cuprent Fund

Special N.J.S.A.

Page 1 of 1

(Defigit}

Budget 404 4-87 Realized
738,000.00 738,000.00 -
3,430.00 1,430.00 .
74,700.00 75,564.99 1,264.99
144,000,00 134,198.33 14,198.33
16,000.00 18,522.22 2,52222
3,200.00 3,086.50 (113,30
2270000 22,717.50 17.50
52,100.00 51,667.84 (432,16}
15,700.00 11,372.40 (4,327.60)
500,403.00 300,403.00 -
29.950,00 29,950.00 -
194,721.00 194,721.00 -
106,000.00 108,300.00 2,300.00
11,000,00 11,000.00 -
76,976.00 76,976.00 -
24,294 00 24,292.00 (2,00
11,220.00 11,220.00 -
17,340.00 17,340.00
193,394 .00 193,354.00 -
73,986.00 §5,741.00 15,735.00
47,047.00 46.905.00 (142,00
33,428.00 33,428.00 -
3,800.00 3,880.00 80.00
100,968,00 159,035,590 58.067.90
23,929.00 35,734.00 11,805.00
44 75123 44,751.00 {0.23)
7,427.64 7.428.44 0.80
13,000.00 13,000.00 -
5,000.00 5,000.00 -
175,000,000 187,086.00 12.086.00
9,847 54 984754 -
584.33 589.33 -
3,547.57 3.547.57 -
12,474.00 12,474.00 -
201549 2,015.49 -
4,988 16 4,988.16 -
546,25 546,23 -
36,600.00 3948577 2,885.77
2,096,07321 - 2,208,039.23 111,966.02
580,133.00 605,227.86 25,094.86
3414,20621 - 3,551,267.09 137,060.88
7,292,431.62 7.497,075.10 204,643 48
10.706,637.83 - 11,048,342.19 341,704 36
540,572.71 540,572.1
10,706,637 83 - 11,588 914,50 882.277.07
A3

A-3

The accompanying "Noles to Financial Statements” are an integral past of these Financial Statements.
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Township of Fardyston, N.J,

Statement of Revenues - Regulatory Basis

Revenue from Collections
Aflocated ta School and County Taxes

Balance for Support of Municipal
Budget Appropristions

Add ; Appropriation - Reserve for Uncollected Taxes

Amount for Support of Municipal
Budget Appropriations

Receipts from Delinguent Taxes:
Delinquent Taxes
Tax Title Liens

Miscellaneous Revenuss Not Anticipared:
Revenues Accounts Receivable:
Clerk - Fees and Miscellaneous
Board of Health - Fees and Pornits
Planning Board Fecs

Treasurer
Soil Log / PERC Test
Collector Receipts
Cable TV Franchisc Fee
Police Fees
Senior Citizen and Veterans Administration Fee
Payment in Licu of Taxcs
Sale of Assets
Zoning Board Fees
Zoning Penmits
Recycling Receipts
NJ Hotel Tax
Miscellaneous / Reimburscments

Current Fund

Year Ended December 31, 2056

Analysis of Realized Revenues

Ref.
A-T; A-8

A-8

A-3
A2
A-8

A-Y

A-2

28,184,534 82

21,363,959.72

6.820,373.10

675,000.00

7.455,575.10

605,227.86
79,706.66

684,934.52

Analysis of Nop-budget Revenues

Ref

A4

13.035.71

7,155.00

39,543.75
59,734 46

325.00
184,00
32,144.00
1,823.88
1,405.00
892.00
9,876.51
4,518.00
3,925.00
4,552.11
396,792.45
24.400,30

480,838 25

540,572.71

The accompanying "Notes to Financial Statements” are an integral part of these Financial Statements.
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Township of Hardyston , N..J.

Comparative Balance Sheet - Regulatory Basis

Trust Funds

Becember 31, 2616 and 2015

Assets

Assessment Fund:
Cash
Assessment Receivable

Animal Control Trust Fund
Cash

Other Trust Funds:
Cash
Letters of Credit

Emergency Services Volunteer Length of
Service Award Program (Unaudited)
Cash
Contributions Receivable

Ref,

B-1

B-10

B-1

B-1
B-5

B-1
B-8

B

Pagel of 2

2016 2015
14,560.87 16,400.01
534,082.35 638,048.35
548,643.22 654,448.36
1,044.40 2,071.00
1,044.40 2,071.00
2,414,915.55 2,351,444 .49
15,287,468.09
2,414,915.55 17,638,912.58
255,347.88 222,834.69
23,000.00 26,450.00
278,347.88 249,284.69
3,242,951.05 18,544,716.63

The accompanying "Notes to Financial Statements" are an integral part of these Financial Statements.
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Trust Funds

Ref.

Liabilities, Reserves & Fund Balance

Assessment Fund:
Reserve for Assessments and Liens

Interfunds

NJIDEP Loan Payable

Animal Control Trust Fund

B-11
B-12
B-13

Reserve for Dog Fund Expenditures B-3

Due to State of NJ

Other Trust Fund:
Reserve for Encumbrances
Various Reserves
Net Payroll and Payroll Deductions

B-2

B-6
B-7

Emergency Services Volunteer Length of
Service Award Program (Unaudited)
Net Assets Available for Benefits B-9

220-

Township of Hardyston , N.J.

Comparative Balance Sheet - Regulatory Basis

December 31, 2016 and 20158

B

Page2 of 2

2016 2015
6,511.30 6,511.30
27,009.15 88,020.99
515,122,777 559,916.07
548,643.22 654,448.36
1,043.20 2,069.80
1.20 1.20
1,044.40 2,071.00
4,964.97 2,555.59
2,407,715.19 17,634,183.33
2,235.39 2,173.66
2,414,915.55 17,638,912.58
278,347.88 249,284.69

3,242.951.05

18,544,716.63

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



Township of Hardyston , N.J.

Comparative Balance Sheet- Regulatory Basis

General Capital Fund

December 31, 2016 and 2015

Assets
Cash
Deferred Charges to Future Taxation:
Funded
Unfunded
Interfund Assessment Trust Fund

Liabilities, Reserves and Fund Balance

Serial Bonds Payable '
Improvement Authorizations:

Funded

Unfunded
Capital Improvement Fund
Various Reserves
Reserve for Encumbrances
Fund Balance

Ref.
C-2:C-3
C-4

C-5
C-10

C-6
C-7
C-9

C-11
C-12

2016 2015
1,199,215.17 2,200,100.16
8,195,000.00 8,860,000.00

461,000.00 461,000.00

28.020.99 88,020.99
9,883,236.16 11,609,121.15
8,195,000.00 8,860,000.00

389,145.69 1,146,138.59
203,922.26 207,707.26
106,320.45 106,320.45
669,274.70 467,774.40
305,672.19 807,279.58

13,900.87 13,900.87

9,883,236.16 11,609,121.15

Footnete: There were Bonds and Notes Authorized But Not Issued on December 31, 2016 and 2015
in the amount of $461,000.00 and $461,000.00, respectively, as show on Exhibit C-8.

21-

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



C-1

Township of Hardyston , N.J.
Comparative Statement of Fund Balance - Regulatory Basis
General Capital Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 C 13,900.87
Balance - December 31, 2016 C 13,900.87

The accompanying "Notes to Financial Statements" are an integral part of these Financial Statements.
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Township of Hardyston

Comparative Statement of General Fixed Assets - Regulatory Basis

December 31, 2616 and 2015

Balance Balance
Dec. 31,2016 Dec. 31,2015

General Fixed Assets:
Land / Land Improvements and
Buildings 6,910,700.00 6,910,700.00
Machinery and Equipment 7.529,229.00 7,520,592.00

14,439,929.00 14,431,292.00

Investment in Fixed Assets 14,439,925.00 14,431,292.00

The accompanying "Notes to Financial Statements” are an integral part of these Financial Statements.
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NOTE 1.

TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015

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 generally
accepted accounting principles (GAAP).

The financial statements of the Township of Hardyston 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 generally accepted accounting principles. 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 Hardyston (the “Township™) operates under a Mayor/Council 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 statemenis of the
Township do not include the Volunteer Fire Department, First Aid Squad and the Free Public
Library which is considered component units under GAAP. Complete financial statements of
the above components can be obtained by contacting the Treasurer of the respective entity.
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NOTE 1.

TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016 AND 2015
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation

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:

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.

Assessment Trust - This fund deals with the handling of special assessment levies against
property for the cost of an improvement, the whole or a part of which costs are levied
against the property receiving the benefit.

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.

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

Emergency Services Volunteer Length of Service Award Program - This fund is used to
account for the cumulative payments to participant’s in the emergency services volunteer
length of service award program including any income, gains, losses or increases or
decreases in market value attributable to the investment of the participant’s length of
service awards.

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.

General Fixed Asset Account Group - To account for all fixed assets of the Township. The
Township’s infrastructure is not reported in the group.

5.




NOTE 1.

TOWNSHIP OF HARDYSTON, N.J.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2016 AND 2015
{continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting

A modified accrual basis of accounting is followed by the Township of Hardyston. 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 generally accepted accounting
principles (GAAP) applicable to local government 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 delinguent 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 Bducation 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 1 1™ day of the 11"
month in the fiscal 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. Inaccordance 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 property tax revenues to be recognized in the accounting period when they become
susceptible to accrual, reduced by an allowance for doubtful accounts.
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YEAR ENDED DECEMBER 31, 2016 AND 20613
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, {continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

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.

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. 40A:4 et seq.

The Township is not required to adopt budgets for the following funds:
General Capital Fund Trust Funds

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. During 2016, the Township did not increase the original
budget. In addition, several budget transfers were approved by the governing body.
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YEAR ENDED DECEMBER 31, 2016 AND 2015
{continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIKS, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

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 appropriation 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.

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.
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YEAR ENDED DECEMBER 31, 2016 AND 2015
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

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 costs which approximates fair value and are limited by N.J.S.A.
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 nonfunding 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.

Fixed Assets - The Township of Hardyston has developed a fixed assets 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 and sidewalks and drainage systems are not capitalized.

All fixed assets are valued at historical cost or estimated historical cost if actual 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.

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

The Township's fixed assets have not been updated for the year ended December 31, 2016.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

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
liahilities 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.

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.

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 is currently reviewing what
effect, if any, this Statement might have 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 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. This
Statement is effective for periods beginning after June 15, 2015. The Township is currently
reviewing what effect, if any, this Statement might have on future financial statements.

230~




NOTE 1.

TOWNSHIP OF HARDYSTON, N.J.
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2016 AND 2015
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIKS, (continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

Recent Accounting Pronouncements, (continued)

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 is currently
reviewing what effect, if any, this Statement might have on future financial statements.

In December 2015, the Government Accounting Standards Board issned GASDB 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 is currently reviewing what effects, if any, this Statement
might have on future financial statements.

The Government Accounting Standards Board issued GASB Statement No. 79, Cerfain
External Investment Pools and Pool Participation, which permits qualifying external
investment pools to measure pool investments at amortized cost for financial reporting
purposes. The Township is currently reviewing what effect this Statement might have on
future financial statements.

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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

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 Statemenis 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. 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 for financial reporting purposes, and (3) the
classification of payments made by employers to satisfy employee (plan member) contribution
requirements. 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
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B.  Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

Recent Accounting Pronouncements, (continued)

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, 83,
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.

In May 2017, the Government 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 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.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIKES, (continued)

C. Basic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit t¢ 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.

Change in Accounting Policy — Letters of Credit

In 2016, the Township changed its accounting policies to no longer record letters of credit in
the trust fund to be consistent with the basis of accounting prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey. Record ofthe
Township's letter of credit are still maintained internally by the Township, however, will no
longer be presented as an asset or reserve in the Trust Fund.

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,
2016, $-0- of the Township’s bank balance of $9,730,372.09 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.
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CASH, CASH EQUIVALENTS AND INVESTMENTS, (continued)

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 town 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.

New Jersey Cash Management Fund - all investments in the Fund are governed by the
regulations of the Investment Council, which prescribe specific standards designed to insure
the quality of investments and to minimize the risks related to investments. In all the years of
the Division of Investment’s existence, the Division has never suffered a default of principal
or interest on any short-term security held by it due to the bankruptcy of a securities issuer;
nevertheless, the possibility always exists, and for this reason a reserve is being accumulated
as additional protection for the “Other-than-State™ participants. In addition to the Council
regulations, the Division sets further standards for specific investments and monitors the credit
of all eligible securities issuers on a regular basis.

Asof December 31,2016, the Township had $398,947.20 on deposit with the New Jersey Cash
Management Fund.

Concentration of Credit Risk
The Township places no limit on the amount the Township may invest in any one issuer.
Unaudited Investments

As more fully described in Note 14, the Township has created a Length of Service Award
Program (LOSAP) for emergency service volunteers. The LOSAP investments are similar to
those allowed in a deferred compensation program as specified in NJSA 43:15B-1 et. seq.
except that all investments are retained in the name of the Township. All investments are
valued at fair value. In accordance with NJAC 5:30-14.37, the investments are maintained by
Lincoln Financial Group, which is an authorized provider approved by the Division of Local
Government Services. The balance in the account on December 31, 2016 and 2015 amounted
to $255,347.88 and $222,834.69, respectively.
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NOTE 2. CASH, CASH EQUIVALENTS AND INVESTMENTS, (continued)

The following investments represent 5% or more of the total invested with Lincoln Financial
Group on December 31, 2016 and 2015:

2016 2015
AB Glbl Tech $7,734.65 $7,952.70
AFIS Growth 28,540.09 23.856.89
Delaware VIP VS 16,573.94 15,810.36
Fixed 41,186.67 36,506.51
LVIP S5GA 62,722.18 54,578.14
REIT 17,879.95 17,554,92
All Others 80,710.36 66.575.17
Total $255,347.88 $222.834.69

NOTE 3. MUNICIPAL DEBT

Long-term debt as of December 31, 2016 consisted of the following:

Amounts Due
Balance Ending Within
Dec. 31, 2015 Additions Reductions Balance One Year
Bonds Payable - General Obligation
Debt $8,860,000.00 5 $665,000.00 $8,195,000.00 $605,000.00
l.oans Payable - Assessment Trust:
NIDEP Trust Loan 493,244.74 35,103.04 458,141.70 35,808.61
Other Liabilities - Compensated
Absences Payable 307,217.00 — 3,960.60 301.257.00
$9,167,217.00 _$0_£ $706,063.04 $8.954.398.70 $640.808.61

Summary of Municipal Debt

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 obligation 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 vears and five months or retired by the issuance of bonds.
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MUNICIPAL DEBT, (continued)

The Township’s debt is summarized as follows:

Year 2016 Year 2015 Year2014
Issued:
General:

Bonds and Notes $8,195,000.00 $8,860,000.00 $7.845,000.00
Assessment Trust:

NIDEP Loan 458,141.70 493,244 74
Total Issued 8.653,141.70 9.353.244.74 7.845.000.00
General:

Bonds and Notes 461,000.00 461.000.00 2.702.,000.00
Total Authorized But Not Issued 461,000.00 461.000.00 2.,702.000.00
Net Bonds and Notes Issued and

Authorized But Not [ssued $9.114,141.70 $9.814.244.74 $10.547.000.00

Summiary of Statutory Debt Condition - Annual Debt Statements

The summarized statement of debt condition which foliows is prepared in accordance with the
required method of setting up the Annual Debt Statement and indicates a statutory net debt of
0.802%.

Gross Debt Deductions Net Debt
Local School District Debt $9,524,000.00 $9,524,000.00 $0.00
Regional School District 1,773,729.50 1,773,729.50 0.00
(General Debt 8,656,000.00 0.00 8,656,000.00
Assessment Trust Loan 458.141.70 14,560.87 443,580.83

$20.411.871.20  $11.312.290.37 $9.099.580.83

Net Debt $9,099,580.83 divided by Equalized Valuation Basis per N.J.S. 40A:2-2 as amended,
$1,135,075,133.67 equals 0.802%.

Borrowing Power under N.J.S. 40A:2-6 as Amended

3 %% of Equalized Valuation Basis (Municipal) $39,727,629.68
Net Debt 9.099,580.83
Remaining Borrowing Power $30,628,048.85
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(continued)

MUNICIPAL DEBT, (continued)

The Township's long term debt consisted of the following at December 31, 2016:

Paid by Current Fund

General Serial Bonds - General Serial Bonds issued December 1, 2011,
due through February 1, 2024 with variable interest rates from 2.00% to

3.75%

General Obligation Bonds - General Refunding Bonds with variable
interest rates of 3.00% to 4%, issued May 16, 2013, due through

October 1, 2023

General Obligation Bonds - General Improvement Bonds with variable

interest rates of 2.00% to 4.00%, issued April 7, 2015, due through

April 1, 2029

General Obligation Bonds - General Refunding Bonds with variable
interest rates of 2.00% to 4.00%, issued February 1, 2015, due

through February 1, 2030

Assessment Trust:

New Jersey Department of Environmental Protection Loan, issued

May 29, 2014, due May 29, 2028

Amount
Quistanding

$925,000.00

2,110,000.00

1,620,000.00

3.540,000.00
$8.195,000.00

$458.141.70

General Capital Serial Bonds are direct obligations of the Township for which its full faith and
credit are pledged, and are payable from taxes levied on all taxable property located within the

Township.

In addition to the above, the Township had authorized but not issued debt as follows:

General Capital
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MUNICIPAEL DEBT, {continued)

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued
and Outstanding

General Assessment Trust

Year Principal Interest Total Principal Interest Total
2017 $685,000.00 $262,312.52 $947,312.52 $33,808.61 $8,984.68 $44,793.29
2018 700,000.06 248,791.27 048,791.27 36,528.35 8,264.93 44,793.28
2019 720,000.00 233,990.64 953,990.64 37,262.58 7,530.71 44.793.29
2020 750,000.00 212,081.26 962,081.26 38,011.55 6,781.73 44,793.28
2021 780,000.00 185,590.63 965,590.63 38,775.59 6,017.70 44,793.29
2022 805,000.60 156,262.50 961,262.50 39,554.97 5,238.31 44,793 .28
2023 840,000.00 126,475.00 966,475.00 40,350.03 4,443.25 44,793.28
2024 590,000.00 95,525.00 685,525.00 41,161.06 3,632.22 44,793.28
2025 440,000.00 74,050.00 514,050.00 41,988.40 2,804.88 44,793.28
2026 440,000.00 58,700.00 498,700.00 42,832.37 1,960.92 44,793.29
2027 440,0030.00 42.975.00 482.975.00 43,693.30 1,099.98 44,7793.28
2028 435,000.00 27,350.00 462,350.00 22,174.89 221.76 22,396.65
2029 430,000.00 11,893.75 441,893.75
2030 140,060.00 2,100.00 142.100.00

$8,195,000.00 $1,738.097.57 $9,933,097.57 $458.141.70 $56.981.07 $515.122.77

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 Hardyston has not elected to defer local school district taxes.

PENSION PLANS

Township employees participate in one of the two confributory, 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).
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PENSION PLANS, (continued)

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/ireasury/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, 20038
3 Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010
4 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
5 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits of 1/55™ of final average salary for each year of service credit is
available to Tiers 1 and 2 members upon reaching age 60 and to Tier 3 members upon reaching
age 62. Service retirement benefits of 1/60a 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 | 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 ! 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.
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PENSION PLANS, (continued)

Police and Firemens' Retirement System (PFRS)

Plan Description

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

Benefits Provided

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

Tier Definition

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

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

Defined Contribution Retirement Program

Prudential Financial jointly administers the DCRP investments with the NJ Division of
Pensions and Benefits. If an employvee is ineligible to enroll in the PERS or PIRS, 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.
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PENSION PLANS, (continued}

Defined Contribution Retirement Program, (continued)

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 at an actuarially determined rate in all
Funds except the SACT. 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 medical
premiums,

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

Year PERS PFRS DC
2016 $271,489.00 $440,863.00 $ -0-
2015 249,650.00 357,123.00 -0-
2014 221,398.00 341,682.00 -0-
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PENSION PLANS, (continued)

Contribution Reqguirements, (continued)

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 Quiflows of Resources and Deferred
Inflows of Besources Related to Pensions

Public Emplovees Retirement System (PERS)

AtDecember 31,2016, the Township had a liability 0f $9,619,988.00 for its proportionate share
of the PERS net pension liability. The net pension liability was measured as of June 30, 2016,
and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of 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, 2016, the Township's proportion was 0.0324811616 percent, which
was an increase of 0.0009028253 percent from its proportion measured as of June 30, 2015.

For the year ended December 31, 2016, the Township recognized pension expense of
$1,020,925.00 At December 31, 2016, 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 $178,903.00 3
Changes of assumptions 1,992,748.00
Net difference between projected and actual earnings
on pension plan investments 366,819.00
Changes in proportion and differences between Township
contributions and proportionate share of contributions 401,130.90
Total $2,939.600.00 0.00
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PENSION PLANS, (continued)

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

Public Emplovees Retirement System (PEKRS), (continued)

Amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date (June 30, 2016) 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:
2017 $571,513.34
2018 571,513.34
2019 662,117.37
2020 556,275.42
2021 177,049.81

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 5.57, 5.72 and 6.44 years for 2016, 2015 and 2014 amounts,
respectively.

Additional Information

Local Group Collective balances at June 30, 2016 and June 30, 2015 are as follows:

June 30, 2016 June 30,2015
Collective deferred outflows of resources $8,685,338,380 $3,578,755,666
Collective deferred inflows of resources 870,133,595 993,410,455
Collective net pension liability 29.617,131,759 22,447.996,119
Township s Proportion (.0324811616% 0.0315783363%
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PENSION PLANS, (continued)

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

Public Employees Retirement Systein (PERS), (continued)
Actuarial Assumptions
The total pension liability for the June 30, 2016 measurement date was determined by an

actuarial valuation as of July 1, 2015, which rolled forward to June 30, 2016. This actuarial
valuation used the following assumptions, applied to all periods in the measurement.

Inflation 3.08 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 7.65 Percent

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

Mertality 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 of 2013 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 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).
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PENSION PLANS, (continued)

Pension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred
Inflows of Resources Related to Pensiens, (continued)

Public Emplevees Retirement System (PERS), {continued)

Lone-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments
(7.65% at June 30, 2016) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investments and Division of Pensions and Benefits, the board of
trustees and the actuaries. The long-term expected rate of return was determined using a
building block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation} are developed for each

~ major asset class. These ranges are combined to produce the long-term expected rate of return

by weighting the expected future real rates of return by the target asset allocation percentage and
by adding expected inflation. Best estimates of arithmetic real rates of return for each major
asset class included in PER S's target asset allocation as of June 30, 2016 are summarized in the
following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 5.00% 87%
U.8. Treasuries 1.50% 1.74%
Investment Grade Credit 8.00% 1.79%
Mortgages 2.00% 1.67%
High Yield Bonds 2.00% 4.56%
Inflation-Indexed Bonds 1.50% 3.44%
Broad U.S. Equities 26.00% 8.53%
Developed Foreign Markets 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds/Absolute Returns 12.50% 4.68%
Real Estate (Property) 2.00% 6.91%
Commodities 50% 5.45%
Global Debt ex US 5.00% -0.25%
REIT 5.25% 5.63%

Discount Rate

The discount rate used to measure the total pension liability was 3.98% and 4.90% as of
Tune 30,2016 and 2015, respectively. This single blended discount rate was based on the long-
term expected rate of return on pension plan investments of 7.65%, and a municipal bond rate
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PENSION PLANS, (continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensiens, (continued)

Public Employees Retirement System (PERS), (continued)

Discount Rate, (continued)

2.85% and 3.80% as of June 30, 2016 and 2015, respectively, based on the Bond Buyer GG 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 30% 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 2034, Therefore, the long-term expected rate of return on plan investments was applied
to projected benefit payments through 2034, and the municipal bond rate was applied to
projected benefit payments after that date in determining the total pension liability.

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

The following presents the collective net pension liability of the participating employers as of
June 30, 2016, 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, 2016

1% At Current 1%
Decrease Discount Rate Increase
2.98% 3.98% 4.98%
Township's proportionate share of
the pension liability $11,788,173 59,619,988 $7,829,964

Pension Plan Fiduciarv 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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PENSION PLANS, (continued)

Pension Liabilities, Pension Kxpense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related {o Pensions, (continued)

Police and Firemen's Retirement System (PFRS)

AtDecember 31,2016, the Township had aliability of §9,833,145.00 for its proportionate share
of the PFRS net pension liability. The net pension liability was measured as of June 30, 2016,
and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of 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 30,2016, the Township's proportion was 0.0514755433 percent, which was
a decrease of 0.0027610984 percent from its proportion measured as of June 30, 2015.

For the year ended December 31, 2016, the Township recognized pension expense of
$1,162,941. At December 31, 2016, deferred outflows of resources and deferred inflows of
resources related to PFRS from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference in actual and expected experience 688,989 $64,458
Changes of assumptions 1,361,971
Net difference between projected and actual earnings
on pension plan investments
Changes in proportion and differences between Township
confributions and proportionate share of contributions 661,623 340.608
Total $2,712,583 $405.066
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{continued)

PENSION PLANS, (continued)

Pension Liabilities, Pension Expense, and Deferred Cutflows of Resources and Deferred

Inflows of Resources Related to Pensions, (continued)

Police and Firemen's Retirement System (PFRS), (continued)

Amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date (June 30, 2016) 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 intlows of resources related to pensions {excluding changes

in proportion) will be recognized in pension expense as follows:

Year ended June 30:
2017
2018
2019
2020
2021

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 5.58, 5.53 and 6.17 years for 2016, 2015 and 2014 amounts,

respectively.

Additional Information

$475,520.80
475,520.80
640,712.52
378,875.17
15,873.17

Local Group Collective balances at June 30, 2016 and June 30, 2015 are as follows:

Collective deferred outflows of resources
Collective deferred inflows of resources

Collective net pension liability

Township's Proportion
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June 30, 2016

June 30. 2015

$4,547,316,543
688,197,590

20,706,699,056

0.0514755433%

$3,512,729,953
871,083,367

16,656,514,197
0.0542366417%
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{continued)

PENSION PLANS, (continued)

Pension Liabilitics, Pension Expense, and Deferred Outflows of Resources and Deferved
Inflows of Resources Related to Pensions, (continued)

Police and Firemen's Retirement System (PFRS), (continued)

Actuarial Assumptions

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

Inflation 3.08 Percent
Salary Increases:
Through 2026 2.10-8.98 Percent (based on age)
Thereafter ' 3.10-9.98 Percent (based on age)
Investment Rate of Return 7.65 Percent

Mortality Rates

Pre-retirement mortality rates were based on the RP-2000 Pre-retirement mortality tables
projected thirteen years using Projection Scale BB and then projected on a generational basis
using the plan actuary’s modified 2014 projection scales. Post-retirement mortality rates for
male service retirements and beneficiaries are based on the RP-2000 Combined Healthy
Mortality Tables projected one year using Projection Scale AA and two years using the plan
actuary’s modified 2014 projection scales. Post-retirement mortality rates for female service
retirements and beneficiaries are based on the RP-2000 Combined Healthy Mortality Tables
projected thirteen years using Projection Scale BB and then two years using the plan actuary’s
modified 2014 projection scales, which was further projected on a generational basis using the
plan actuary’s modified 2014 projection scales. Disability mortality rates were based on special
mortality tables used for the period after disability.

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments
(7.65% at June 30, 2016) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investments and Division of Pensions and Benefits, the boatd of
trustees and the actuaries. The long-term expected rate of return was determined using a

-50-




NOTE 5.

TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016 AND 2013
{continued)

PENSION PLANS, {(continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred

Inflows of Resources Related to Pensions, (continued)

Police and Firemen's Retivement System (PFRS), (continued)

Long-Term Rate of Return, (continued)

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 PFRS's target asset allocation as of June 30, 2016 are summarized in the

following table:
Target
Asset Class Allocation

Cash 5.00%
U.S. Treasuries 1.50%
Investment Grade Credit 8.00%
Mortgages 2.00%
High Yield Bonds 2.00%
Inflation-Indexed Bonds 1.50%
Broad U.S. Equities 26.00%
Developed Foreign Markets 13.25%
Emerging Market Equities 6.50%
Private Equity 9.00%
Hedge Funds/Absolute Returns 12.50%
Real Estate (Property) 2.00%
Commodities 50%
Global Debt ex US 5.00%
REIT 5.25%

Discount Rate

Long-Term
Expected Real
Rate of Return

87%
1.74%
1.79%
1.67%
4.56%
3.44%
8.53%
6.83%
9.95%

12.40%
4.68%
6.91%
5.45%

-0.25%
5.63%

The discount rate used to measure the total pension liability was 5.55% and 5.79% as of
June 30, 2016 and 2015, respectively. This single blended discount rate was based on the long-
term expected rate of return on pension plan investments of 7.65%, and a municipal bond rate
of 2.85% and 3.80% as of June 30, 2016 and 20135, respectively, based on the Bond Buyer GO
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PENSION PLANS, (continued)

Pension Liabilities. Pension Expense, and Deferred Qutflows of Resources and Deferred
Inflows of Resources Related to Pensions, (continued)

Police and Firemen's Retirement System (PFRS}, (continued)

Discount Rate, (continued)

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 and the non-employer
contributing entity will be made based on the contribution rate in the most recent fiscal year.
The State employer contributed 30% 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 2050. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit payments through
2050, 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 te Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers as of
June 30, 2016 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 30,2016

1% At Current 1%
Decrease Discount Rate Increase
4.55% 5.55% 6.55%
Township's proportionate share of
the pension liability $12,979,751 $9,833,145 $7,512,424

Pension Plan Fiduciarv 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 Police and Firemen's Retirement
System (PFRS). The financial report may be accessed at www.state.nj.us/treasury/pensions.
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OTHER POST-RETIREMENT BENEFITS

In addition to the pension benefits described in Note 7, the Township provides post employment
health care benefits in accordance with the provisions of Ch. 88, P.L. 1974 as amended by
Chapter 436, P.L. 1981, at its cost.

Plan Overview

Township of Hardyston (“Hardyston™) provides post-employment benefits other than pensions
(“OPEB™) to employees who meet certain criteria. As a result of offering such benefits,
Hardyston will be required to report the value of such benefits and the associated costs
according to the accounting requirements of Governmental Accounting Standards Board
Statement No. 45, Accounting and Financial Reporting “by Employers for Postemployment
Benefits Other Than Pensions (“GASE 45").

Hardyston provides medical benefits to retirees who retire with at least 25 years of service with
Hardyston Township.

The summary below identifies the value of benefits at December 31, 2016 and costs for the
2016 Fiscal Year according to the accounting requirements of GASB 45 and summarizes the
actuarial valuation results by Township of Hardyston’s active and retired employee groups.

Note that implicit subsidies as required by GASB 45 are factored into all relevant values in this
report.

GASB 45 Measures FY 2016
Annual Required Contributions (ARC) $338,845
Annual OPER Cost 338,845

Liabilities and Normal Cost

The Actuarial Accrued Liability is the liability or obligation for benefits earned through the
valuation date, based on certain actuarial methods and assumptions. The Unfunded Actuarial
Accrued Liability was $3,355,153.

Liabilities and Normal Cost December 31, 2016
Actuarial Accrued Liability $3,355,153
Plan Assets =
Unfunded Actuarial Accrued Liability $3,355,153
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OTHER POST-RETIREMENT BENEFITS, (continued)

Census Information

Data was provided by Township of Hardyston as of December 31, 2016.

Participant Information December 31, 2016
Active Participants 53
Retired Participants 3

Total 56

Funding Policy

Township of Hardyston currently accounts for these post-retirement benefits in a pay-as-you-go
basis.

Accounting and Actuarial Informatien

The effective date of the GASB OPEB Accounting Standard for Phase 1 employers is the Fiscal
Year beginning after December 15, 2006. For the Township of Hardyston, this is the period
from January 1, 2016 through December 31, 2016. The Township of Hardyston had the report
completed in 2015. The following exhibits show the Annual Required Contribution (ARC),
Annual OPEB Cost (AOC), and projected December 31, 2014 Net OPEB Obligation (NOO),
assuming the accounting standards is first adopted for the 2014 Fiscal Year.

Development of Annual Required Contribution

The Standard sets the method for determining Township of Hardyston’s post employment
benefits accrual, the Annual Required Contribution (ARC), to include both the value of benefits
earned during the year (Normal Cost) and a supplemental cost based on an amortization of the
Unfunded Actuarial Accrued Liability. Accordingly, the following table shows Township of
Hardyston’s 2014 I'Y ARC based on a 30-year amortization of the Unfunded Actuarial Accrued
Liability as a level dollar amount:

Fiscal Year Ending Becember 31, 2016

(1) Normal Cost $132,867
(2) Actuarial Accrued Liability 3,355,153
(3) Assets 0
(4) UAAL = (2)-(3) 3,355,153
(5) 30 Year Amortization of UAAL at Discount Rate 205,978
(6) ARC = (1)+(5) 338,845
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TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016 AND 2015
{continued)

NOTE 6. OTHER POST-RETIREMENT BENEFITS, (continued)

GASB 45 paragraph 26(a) requires the following elements to be listed in the report. Below is
the projected schedule of funding progress:

Valuation Actuarial Actuarial Unfunded Funded Covered Unfunded Actuarial
Date Value of Accrued Actuarial Ratio Payroll Accrued Liability
Assets - Liability Accrued as a Percentage of
United Credit Liability Covered Payroll
(a) () (b} - (a) (a)/(b) {c) [(b}-(a)]/(c)
December 31, 2016 - $3,355,153 $3,355,153 0.00% N/A N/A

* Required disclosure at adoption of Standard. Payroll is not provided.
Plan Provisions

The following summary of plan provisions represents our understanding of Hardyston’s
substantive plan.

An employee is eligible to receive pre-65 post-retirement health benefits through the Hardyston
Township health plan by meeting the following criteria:

Retire from active employment with Hardyston Township with at least 25 years of service
with Hardyston Township.

Disability Retirement

ELIGIBILITY: An employee is eligible if the employee retires with a
disability pension from a state administered retirement
system.

SURVIVING SPOUSE: Eligible for subsidized coverage.

SPOUSE COVERAGE: Spouses may enroll as dependents of retirees.

RETIREMENT
CONTRIBUTIONS: Hardyston Township pays amaximum $7,684 in 2014 plus

half of premium increases. An additional $1,000 is
contributed by the Township upon attainment of age 60.
Eligible retirees contribute remainder of the premium.

Information for this note was obtained from the UHY Advisor’s report dated 2015.
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TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016 AND 2015
(continued)

NOTE 7. FUND BALANCES
Fund balances as of December 31, 2016 that have been anticipated as revenue in the 2017
budget is as follows:
Current Fund $1.768.539.40
NOTE 8. FIXED ASSETS
The following is a summary of changes in the general fixed asset account group for the year
2016.
Balance Deletions/ Balance
Dec. 31. 2015 Additions Adjustments Dec. 31, 2016
Land, Buildings and Improvements $6,910,700.00 $0.00 $6.00 $6,910,700.00
Machinery and Equipment 7.520.592.00 1,250.880.00 1.242.243.00 7,529,229.00
$14.431.292.00 $1,250.880.00 $1.242.243.00 $14.439.,929.00
NOTE 9. ACCRUED SICK AND VACATION BENEFITS

Under the existing policies and labor agreements of the Township, employees are allowed to
accumulate (with certain restrictions) unused sick pay over the life of their working careers up
to a maximum of 150 days. Of the days accumulated one-third will be paid as terminal leave
upon retirement.

The estimated current cost of such unpaid compensation is $301,257.00. This amount which
could be material to the financial statements, is not reported either as an expenditure or liability.
However, it is expected that the cost of such unpaid compensation would be included in the
Township’s operating budget in the year it is used.

NOTE 10. INTERFUND BALANCES AND ACTIVITY

Balances due to/from other funds at December 31, 2016 consists of the following:
$3.326.444.30 Due to Federal and State Grant Fund from Current Fund various receipts
and disbursements.
$1,011.84 Current Fund to Assessment Trust Fund
$28,020.99 Assessment to Capital

It is anticipated that all interfunds will be liquidated during the fiscal year.
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NOTE 11.

NOTE 12.

TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016 AND 2015
(continued)

EMERGENCY SERVICES VOLUNTEER LENGTH OF SERVICE AWARD PLAN
(LOSAP)

On January 17, 2001, the Division of Local Government Services approved the Township’s
LOSAP plan, provided by Lincoln Financial Group. The purpose of this plan is to enhance the
Township’s ability to retain and recruit volunteer firefighters and volunteer members of
emergency service squads.

Lincoln Financial Group will provide for the benefit of participants, a multi-fund variable
annuity contract as its funding vehicle. The plan shall provide for a fixed annual contribution
of $1,150.00 to each eligible volunteer who accumulates a minimum of 350 service points
based on criteria established by Township Ordinance No. 2000-17. The Township’s
contribution shall be included in the current years budget.

All amounts awarded under a length of service award plan shall remain the asset of the
sponsoring agency; the obligation of the sponsoring agency to participating volunteers shall be
contractual only; and no preferred or special interest in the awards made shall accrue to such
participants. Such money shall be subject to the claims of the sponsoring agency’s general
creditors until distributed to any or all participants.

We have reviewed the plan for the year ended December 31, 2016 in accordance with the
American Institute of Certified Public Accountants (AICPA) Statement on Standards for

Accounting and Review Services.

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 2016
calendar year, the Township did not incur claims in excess of their coverage and the amount
of coverage did not significantly decrease.

The Township of Hardyston is currently a member of the Garden State Municipal Joint
Insurance Fund (the "Fund"). The Fund provides their members with Liability, Property and
Workers' Compensation and Employer Liability Insurance. The Fund is a risk-sharing public
entity risk pool that is both an insured and self administered group of municipalities established
for the purpose of providing low-cost insurance coverage for their respective members in order
to keep local property taxes at a minimum. Each member appoints an official to represent their
respective entity for the purpose of creating a governing body from which officers for the Fund
are elected.
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NOTE 12.

NOTE 13.

NOTE 14.

NOTE 15.

TOWNSHIP OF HARDYSTON, N.J.

NOTES TO FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2016 AND 2615
(continued)

RISK MANAGEMENT, (continued)

As a member of the Fund, the Township could be subject to supplemental assessments in the
event of deficiencies. If the assets of the Fund were to be exhausted, members would become
responsible for their respective shares of the Fund’s liabilities.

The Fund can declare and distribute dividends to members upon approval of the State of New
Jersey Department of Insurance. These distributions are divided among the members in the
same ratio as their individual assessment related to the total assessment of the membership
body.

Financial statements for the Fund are available at the office of the Fund’s Executive Director,
NIP Group, Inc., Woodbridge, New Jersey.

TAXES COLLECTED IN ADVANCE

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

Balance Balance
Dec 31, 2016 Dec 31. 2015

Prepaid Taxes $244217.87 $293.016.72

Cash Liability for Taxes Collected
in Advance $244.217.87 $293.016.72

COMMITMENTS AND CONTINGENT LIABILITIES

We are advised by the Township Counsel that there are several tax appeals pending whose
impact on the financial statements is not known at this time.

SUBSEQUENT EVENTS

The Township has evaluated subsequent events through July 28, 2017, the date which the
financial statements were available to be issued and no other items were noted for disclosure.
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COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2016 2015

Tax Rate: 2.668 2.612
Apportionment of Tax Rate:
Municipal 678 698
County 578 528
District School 950 934
Regional School 462 452
Assessed Valuation:

2016 $1,074,021,346

2015 $1,075,901,468

2014

602

918
A56

$1,076,607,273

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.

Currently

Year Tax Levy

2016 $28,704,996.51
2015 28,157,788.39
2014 27,972,641.33

DELINQUENT TAXES AND TAX TITLE LIENS

Cash
Collections

$28,184,534.82
27.482,132.93
27.154,086.81

Percentage of
Collection

08.19%
97.60
97.07

This tabulation includes a comparison, expressed in percentage, of the total of delinquent taxes and tax title

liens in relation to the tax levies of the last three years.

Amount of
Amount of Delinquent Total
Year Tax Title Liens Taxes Delinquent
2016 $257.456.33 $421,947.84 $679.404.17
2015 337,162.99 593,107.39 930,270.38
2014 290,291.89 843,499.75 1,133,791.64
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PROPERTY ACQUIRED BY TAX TITLE LIENS LIQUIDATION

No properties have been acquired in 2016 by foreclosure or deed as a result of liquidation of tax title liens.

The value of properties acquired by liquidation of tax title liens on December 31, on the basis of the last
assessed valuation of such properties, was as follows:

Year

2016
2015
2014

Amount

$14,700.00

14,700.00
14,700.00

COMPARATIVE SCHEDULE OF FUND BALANCES

Year

2016
2015
2014
2013
2012

Current Fund

Utilized in Budget
Balance of Succeeding Year
$1,768,539 $835,500
1,566,629 738,000
1,349,058 680,000
1,264,957 680,000
1,274,892 680,000
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OFFICIALS IN OFFICE AND SURETY BONDS

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

Name

Leslie Hamilton
Stanley Kula
Carl Miller
Frank Cicerale
Santo Verrilli
Marianne Smith
Scott Holzhauer
Jane Bakalarczyk

Anne-Marie Wilhelm
Township of Sparta
Terry Beshada

John Mulhern
Theresa Lynn
Lorraine Spirito

Fred Semrau
Anthony Den Uyl
Jeff Stabile

Robert Guerin

Charles J. Ferraioli, Jr., C.P.A., R.M.A.

Bret Alemy

Amount
Title Of Bond

Mayor

Deputy Mayor

Councilperson

Councilperson

Councilperson

Manager

Assessor

Clerk, Assessment Search Officer &
Registrar of Vital Statistics

Land Use Administrator

C.F. Q.

Tax Collection Services

Magistrate

Court Administrator

Deputy Court Clerk

Attorney

Prosecutor

Zoning Officer

Engineer

‘Township Auditor

Chief of Police

All employees are covered under a blanket bond in the amount of $10,000,000.00 issued by National

Casualty Company, issued January 1, 2014.

61-




*§0-CT IBINOIID [N YA IUEPIODIE UI 1IPNe e 07 102[qns 10U Ses NPatas ST L “HLON

SLLEF bHS [6°9FF 81T 06'196'8¥C spIEMY 21E1G (210
- - 910Z/1%/21 90T/ /1 00°005"LT 00°008°LE Ll B W=D 100 [N
uonepodsuer], Jo juswirede [N
N - 910Z/18/T1 FIOT/UT - 14°988°¢ B/ 820-001-00v9 P07 - PN 1WALR0I0JUL BUAL JUnid
6076EET 89°¢cy 910T/1E/Tl L1011 - 95769¢°9 E/U 8£0-001-00%9 £10T - pun,J 1MAUES0I0UE FUIALL] Junig
SI[IMYBA J0MOTA] JO BOISIALT [N
- - T0T/TLTI 910/ /1 9120t 91°got B/ 960-09L-CEL6  9L0T - PUn HOUEII[IGEYSY UL DOHRINPH [OUCI[Y
- - 10T/ SHTLL - LE'685 &/ $60-064-CEL6  STOT - PUNJ UONEIIGRYSY PUR LOHEOINDT [0YOIY
- - 9tezieT! FIOTE/T - 96°80L Bl 860-094-5E46  FI0Z - pung uoljailflqeyay pue UOHBINPH [0U0TY
OL1ETL 0L1ETL SEOTTSTT S10Z/E/1 - OLLETL 2 Bfu A2 U PEW
- - 10T/ IE/T] STOT/ /! 85°9L8Y 250L8 Y B Bfu 910Z ~ 340 PI{[u 19D) 10 13Q0T 2ATI(T
91886 9T'886F 910UITT ST0TI/I - S1'866'F B Bfu $10T - 1240 PA{[Nd 19D 10 12q0g 24T
- - 10Tl 10T/ LLETOT LLETOT EfU 100-814-0201 9107 - JUEIf) Loy Apog NS
&S10°T &¥'510°T S10TALTH SLoT/I/I - 6 EI0T B/ 100-8 [L-0T0L $107 - we1) Iouiry Apog NS
e0L8lT 8F 6L SLOTIeTy ¥ - £0°L8IT Bu 100-812-0T01 10 - JeD Joury Apog (NS

‘pun,] yuawaoejday] Jouty Apog
£ayg Mg g pue e Jo susupedac [N

00'TTI L8] Q0TTIL8L 9LOTTETl S10T/1/1 0O'TTI ST 00'zz1Ls8l R B/ ureidord WEID uonBISIA PIRZIRH [N
Juswedeuepy AvuaS1awyg Jo 201110 [N

STLLYY - Qrog/1e/Tl §10T/1/1 - 0000001 E/U Bfu W) JIOY

- - 10zt 10T/ 111 S0FES 90'pES 0 e 9107 - uoII0g 15213

- - S10T/1e/Cl SLOT// - STOFS B/u BU G[0Z - UoI0  182191U]

- - 9I0TTETT 10T/ - 87’96 L B P - U010 153133

- : - QroT/1esTt CEOTA/L - =rad sy B B/U €107 - UoioJ 1521910y

- - 910Z/1¢/TL Loz - $6°G1L B/ B/ Z10Z - U0THO ] 183131u]

- - 910T/1E/Tl 107/ U1 - 9T OFSIT EfU BU 1107 - YOTHOf 152101

- - 10T/ 10T 1 - 00°006'61 B/ B 010 - UOTIOJ JS313ILT

- - 10T 6007/1/1 - 9T TLB'EE B4 BfU A0LI[ PU¥ G007 - UOTHOJ 1S2I33U]
68184727 00°9T9°CL 910 TET! 000T/1/1 - 00'000°005 "€ BfU B 00OT - dnueal) 1241 U[[EM

‘ueI) aane[siSa] [eoads
sHepy Anunwwo)) Jo juasustedac] [N

00°S§HG1 00'0¥T S10TIeel €108/ 11 - 40°000°¢ B BU eI Jusafenriy] Ia1aMIolg
- - S10T/LE/E] 1oz /1 £€€'€09°97 ££°€09°9C B FOO-CSL-006F S1OE - WRID SIMHIURLO]) UB3])
01'08E's 18 Pr 10T/ ET] SIOT/1/1 - TTHLETT B/ POO-E9L-006F $10 - UB1) SAnTUnwWo)) e
- - GLOTALTT SIOT//T - PELFRS B/ 100-26L-006t €107 - uer afeuuo ], Suyodoey
PSPEDY - oL 1ETT F10T/1/1L - 36'LLL'S LhY 1O0-TEL-006Y +107 - wein sfeuuo I, Fuioiony

ABraug pur UeTIR0L [HUSUIUONAUL JO JRwMedacT fN

-67-

salmyipiadxsy sanjpuadxy o] Wz sidianay pIEmy ‘oM ([ AT 0N JUNod9Y weigold ORI
LD I poLRd Jueio) JEBINY eI yEno1y)-ssed g YSTLOII-5SE,] / I01URID) 2913
SALENWAD

QEQT 1€ TIqUAdA(] PRPU 134 3} 104
AUEBISISSY [BDUBRLY 37815 J0 saunppusdxy jo anpagdg
TN ‘uolsApaer jo digsuamo],

1 anpatay




"§O-CT IBMDITD [N UL 20UEPIOIIE U 1ipNe Ut 01 uoo.wn_ﬂm JOU SeM 2[NPaYds SIY L HLOMN

LLYEFE] LLFEFET PRSEOTL SpIEAY JBL0) / AWn0D jEo L,

LLPEY'E] LLFEFET STOTILT] S10T/1/1 PRSI PESFIPT Bl B/U wwdold §10g
LUy |edioinya]

Splemy AjUnROD)
:Aunoy) xassng
saImpuadxTg samyipuadxy [ woLy sydiaooy PIRAY ON (JT ANUg O JUnoaoy wWeidold eI
el RIH) [EEIERRIECES) elin JURID) yInorqi-ssed YBTOoIYE-SSEJ f I0JURIN)
m.),ﬂmﬁm_.:ﬂﬂv

7 J1RpaNag

9107 ‘1€ I9qmI(] PAPU 1BIF Y3 Lo
URISISSY (ERUBTLY 12§10 7 Auno)) jo sainjipuadxy Jo 9jnpayag

[N ‘uo)sApaEf Jo digsusmo]

-63-



Balance - December 31, 2015

Increased by Receipts:
Miscellaneous Revenue Not Anticipated

State of NI Receipts

Taxes Receivable

Tax Title Lien Receipts

Revenue Accounts Receivable
Interfunds

Prepaid Taxes

Various Cash Liabilities and Reserves

Decreased by Disbursements:

Refund Prior Year Revenue

Current Year Budget Appropriations
Interfunds

Appropriation Reserves

Local District School Taxes

Regional High School Taxes

County Taxes Payable

Various Cash Liabilities and Reserves

Balance - December 31, 2016

Township of Hardyston , N.J.

Schedule of Cash - Treasurer

Current Fund

Year Ended December 31, 2016

Ref.

A

A-l
A-T7
A-8
A-G
A-11
A-12
A-16
A-20

A-1

A-12
A-14
A-17
A-18
A-19
A-20
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540,572.71
70,250.00
28,429,495.96
79,706.66
2,174,030.89
224,624.05
244,217.87
58,925.09

1,344.99
9,062,915.39
241,530.95
622,207.16
10,207,071.00
4,970,695.00
6,194,866.47
60,618.96

A-4

Current
Fund

5.847,257.85

31,821,823.23

37.669,081.08

31,361,249.92

6,307,831.16




Towunship of Hardyston , N.J.

Schedule of Cash - Change Fund
Current Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 A 625.00
Ralance - December 31, 2016 A 625.00
Analysis of Balance:
Tax Collector 2006.00
Clerk 100.00
Recreation 100.00
Police 25.00
Building Department - Wantage 100.00
Building Department 100.00
' 625.00
A-6
Schedule of Cash - Petty Cash
Current Fund
Year Ended December 31, 2016
Ref.
Increased by:
Disbursements A4 150.00
Decreased by:
Receipts A-4 150.00
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Township of Hardyston , N.J.

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

Year Ended December 31, 2016

Balance -~ December 31, 2015

Increased by:
State Share of Senior Citizens and Veteran
Deductions Disallowed by Tax Collector
Deductions Received in Cash

Decreased by:
Senior Citizens Deductions Per Tax Billing
Veterans Deductions Per Tax Billing

Balance - December 31, 2016

Current Fupd

-G6-

Ref.

A

A-4

A-8

1,500.00
70,250.00

8,500.00
6(,250.00

AT

5,689.66

71,750.00

68,750.00

8.689.60




15966 0L 8T

6L9E01PEL
LUS09'8F SaXE] RUCTIPPY
9 1EF 6T L sasodm] jediomingy 1cf xe] fese]
TL6S6'E9C 1T v
ZLEE19BI9 61-v
TRPILL soXE ] AJUnoy Pappy
LY SLT9T uoneAlasad aoedg uadp Aunc)
S9'EEH'TST 1[E2g Auned)
EU P86 PSS Xe ] AJunon)
£9°6£9°65¢E Lreiqry Luno)
00°S69°0LE R1-V ¥e ] [00yag YSiY [euorday
00 1L0°L0T°0T L1V XE | JOOUSS I0LSHCT [BI0T
AT xR,
157966 POL"8T
TWLOT08 ('bas 12 ['€9-FF5 "SY) XBL PAPPY
61638 F59°8T xei Andold psusn
I PIRIA XB

AAT XB], 0 SISATEUY

A LV TV YTV 91~V TV v
PELYE TTY 8¢ €68°98 00'DSZT'LY 96 CaF 607 8T TL9T0E6T 6F 688 F59°8T O LOT0S 68°L01 £6%
96 (ST 81Y $850T9% 0005719 0T 89T PELT TLOL0E6T 67688 FS9°ST T E00FE 9167
88°669°C 7S LT 98°LTT'E09 68£01°91 6C°LOTC66
28°669°¢ & LRT F27695°109 68°€01°91 LT SPF 685 S10T
0Te9c T0'Z99°E FI10T
5102 PILES suonRenpaQg 4707 cioT ARDT SIXE] S10T NECYY
‘Ig 0aQ HEIDRA pUE RERETIEISY pappY 1€ 02a
“soueley] jizer kT ig WG EIN aurjeg

910Z "1€ 12qWdA{ Papuy 1uIx
pung JuaaIny
Aa2g XE Y, A3a2d0ad JO SISAIRNY PUE I[QBALIIIY SAXE] JO NP
N uoisApJaef jo digsusmoj

v

-67-



Balance - December 31, 2015

Decreased by:
Cash Receipts

Balance - December 31, 2016

Balance - December 31, 2015

Balance - December 31, 2016

Township of Hardyston , N.J.
Schedule of Tax Title Liens
Current Fund

Year Ended December 31, 2016

Ref.

A2 A4

Schedule of Property Acquired for
Taxes Assessed Valuation
Current Fund

Year Ended December 31, 2016
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A-9

337,162.99

79,706.66

257,456.33

A-10

14,700.00

14,700.00



Township of Hardyston , N.L

Schedule of Revenue Accounts Receivable

Current Fand

Year Ended December 31, 2016

Licenses:

Alcoholic Beverages
Fines and Costs:

Municipal Court
Interest and Costs on Taxes
Interest on Investments
Garbage Collection Fees
Uniform Fire Safety Act (Local Fees)
Anienna Lease Fees
Sale of Solar Renewable Energy Credits
Energy Receipts Tax (P.L. 1999, Chapters 162 & 167)
Garden State Trust - PILOT Funds
Watershed Moratorium offset
Uniform Construction Code Fees
Hardyston Township Municipal Utilities Authority - Administrative Service
Hardyston Township Municipal Utilities Authority - Secretarian/Billing Ser
Franklin Borough - Recreation Program
Hardyston Elementary School - Recycling & Solid Waste Rer
Hardyston Flementary School - Park Maintenance
Hardyston Township MUA - Sewer and Water Operatio:
Franklin Borough - Construction Code Official
Hamburg Borough - Construction Code Official
Hamburg Borough - Recycling
Hamburg Borough Solid Waste
Town of Newton - Construction
Sussex Borough - Construction
Andover Township Land Use
Sussex Borough Sewer Operator
Hamburg Recreation
Sparta Township - Municipal Housing Liaison
Wantage Township - Construction Official
Uniform Fire Safety Act
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Ref.

A2

A-2
A-2
A-2
A-2
A-2
A-2
A-2
A-2
A-2
A-2
A-2

A2
A2
A2
A2
A-2
A-2
A-2
A2
A2
A2
A2
A2
A2
A2
A2

A-2

A-11

Accrued Collected
3,430.00 3,430.00
75,964.99 75,964.99
158,198.33 158,198.33
18,522.22 18,522.22
3,086.50 3,086.50
22,717.50 22,717.50
51,667.84 51,667.84
11,372.40 11,372.40
500,403.00 500,403.00
29,950.00 29,950.00
194,721.00 194,721.00
108,300.00 108,300.00
11,000.00 11,000.00
76,976.00 76,976.00
24,292.00 24,292.00
11,220.00 11,220.00
17,340.00 17,340.00
193,394.00 193,394.00
85,741.00 85,741.00
46,905.00 46,905.00
33,428.00 33,428.00
3,880.00 3,880.00
159,035.90 159,035.90
35,734.00 35,734.00
44.,751.00 44,751.00
7,428.44 7,428.44
13,000.00 13,000.00
5,000.00 5,000.00
187,086.00 187,086.00
39,485.77 39,485.77
2,174,030.89 2,174,030.89

A-4
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Township of Hardyston, N.J.

Schedule of Appropriation Reserves

Current Fund

Year Ended December 31, 2016

Balancc,
Dec. 3%,
2015
Opcerations - within "CAPS"
Administrative and Executive:
Salaries and Wages 1,335.74
Other Expenses 14,144.33
Elections:
Other Expenses 664.12
Financial Administration:
Salaries and Wages 0.98
Other Expenses 5,999.70
Computer Technology/Maintenance
Salaries and Wages
Other Expenses 4,230.80
Collection of Taxes
Salaries and Wages 0.02
Other Expenses 2,652.09
Assessment of Taxes:
Salaries and Wages 138.40
Other Expenses 3,019.77
Legal Services and Costs:
Other Expenses 2542774
Economic Development Commission:
Other Expenses 3,436.94
Engineering Services and Costs:
Retainer 827375
Other Expenses
Municipal Land Use Law : (N.J.S. 40:35D-11)
Planning Boar<:
Salaries and Wages 74.73
Other Expenses 396127
Board of Adjustment:
Other Expenses 1,290.91
Insurance:
Group Tnsurance Plan for Employees 27,310.13
Health Benefit Waiver 80.64
Unempleyment Compensation Insurance 61.86
Disabilitiy Insurance 1,253.90

Balance
after Paid or
Transfers Charged
36,580.62 36,580.62
098
1042560 10,425.60
3,43945 4,707.25
0.02
2,679.30 1,974.37
134,955.07 108,562.25
52,572.47 52,572.47
3,436.94 2.317.00
7,378.75 7.378.75
4,648,812 4,648.82
4728404 47,294.04
11.64 11.64
130.86 130.86

-72-

Balance
Lapsed

0.98

73220
0.02
704,93

26,392.82

1,119.94

A-14
Page of 3



Township of Hardyston, N.J.

Schedule of Appropriation Reserves

Public Safety:

Police:

Salaries and Wages:
Other Expenses

Pelice Communications:
Salaries and Wages
Other Expenses

Emergency Management Services:
Salaries and Wages
Other Expenses

First Aid QOrganization Contribution

Fire Prevention Bureau:
Salaries and Wages
Other Expenses

Municipal Prosecutor
Other Expenses

Municipal Court
Salaries and Wages
Other Expenses

Streets and Roads:

Road Repairs and Maintenance
Salaries and Wages
Other Expenses

Recycling
Qther Expenses

Buildings & Grounds

Other Expenses

Dog Regulation
Other Expenses
Recreation and Education:
Recreation:
Other Expenses
Senior Citizen Bus Service:
Other Expenses
PEOSHA
Hepatilis - B Vaccination

Curreni Fund

Balance,
Dec. 31,

20135
18,089.27
2,780.47

5,637.68
1,086.98

0.03
3,704.66
15,117.87

17.80
586.87

1624
2.41
326,27
2,276.24
77.484.10
7.200.00

105.98

2,175.30

14,517.56
8,222.00

500.00

Year Ended December 31, 2016

Balance
after
Transflers

11,960.04
32,624.52

0.68
640,75

0.05
3,7%94.66
4724572

604.67
16.24
2.41

6.03

2,276.24
125,109.88

8,579.75

2,175.30

1514111

770.00

73

Paid or
Charged

11,960.04
32,524.2%

640,75

3,754.66

46,995.72

27.99

6.05

2276.24
125,109.88

7,760.61

15,041.11

770.00

A-14
Page 2 of 3

Balance
Lapsed

0.23

0.68

0.05
250.00

576.68

16.24

241

816.14

217530

100.00



Township of Hardyston, N.J.

Schedule of Appropriation Reserves

Current Fund

Year Ended December 31, 2016

A-14
Page 3ol 3

Balance, Balance
Dec. 31, after Paid or Balance
2015 Transfers Charged Lapsed
Sub-Code Cfficials:
Salaries and Wages- Const. Code Official 925.03
Building Inspector:
Other Expenses 214.04 576.36 530.76 45.60
Zoning Enforcernent Officer:
Salaries and Wages 0.17 0.17 017
Other Expenses 80931 23.40 23.40
Unclassilied:
Celebration of Public Events:
Other Expenses 160.00 160,00 160.00
Accumulated Leave Compensation 3722418 18,655.18 18,655.18
Electricity 13,777.80 3,820.73 3,820.73
Street Lighting 14,489.05 24,495.03 19,246.68 5,248.35
Telephone 8,048.74 1,756.74 1,755.88 0.86
Fuel Oil 11,368.15
Gasoline 21,676.35 21,313.48 20,647.59 665 89
Pending Tax Appeals
Diesel Fuel 27,002.20 (172.55) (707.80) 53525
Natural Gas 7.805.59 1,113.47 1,113.47
Total Operations within "CAPS" 407,396.58 628,544.64 588.696.50 3954774
Deferred Charges and Statutory Expenditures - Municipal
within "CAPS"
Statutory Expenditures:
Contribution to:
Sccial Security System ((LA.S.1) 1,430.96 1,139,02 1,138.02
Total Reserves for Municipal
Purposes within "CAPS" 408,827.54 629,683 66 590,135.92 39,547.74
Operations - Excluded from "CAPS"
Reserve for Tax Appeals 25,000.00 25,000.00 4,156.25 20,843.758
Insurance
Emergency Services Volunteer Length of Service
Award Program - Cther Expenses 28,006.00 28,000.00 27.914.99 85.01
Interlocal Municipal Service Agreements
Hamburg:
Salaries and Wages 3,274.92 0.92 (.92
Deferred Charges 100,000.00
Total Reserves for Municipal
Purposes Excluded from "CAPS" 15627492 53,000.92 32,071.24 20,929.68
Total Reserves 565,102.46 682,684.58 622207 16 6047742
A A-4 A-l
2015 Appropriation Reserves A 565,102.46
2015 Encumbrances A-15 117,582.12

682,684.58
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Township of Hardyston , N.J.

Schedule of Encumbrances Payable

Current Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 A
Increased by:
Charges to Current Appropriations A-3
Decreased by:
Disbursed A-4
Balance - December 31, 2016 A
Schedule of Prepaid Taxes
Cuarrent Fund
Year Ended December 31, 2016
Ref.
Balance - December 31, 2015 A
Increased by:
Receipts - Prepaid 2016 Taxes A-4
Decreased by:
Applied to 2017 Taxes A-8
Balance - December 31, 2016 A

275-

A-15

117,582.12

289,202.87

406,784.99

117,582.12

289,202.87

A-16

293,016.72

244 217.87

537,234.59

293,016.72

244.217.87




Township of Hardyston , N.J.
Schedule of Local District School Tax
Current Fund

Vear Ended December 31, 2016

Ref.
Increased by:
Levy Calendar Year 2016 A-1; A-8
Decreased by:
Payments A-4

Schedule of Regional High School Tax
Current Fund

Year Ended December 31, 2016

Ref.
Increased by:
Levy Calendar Year 2016 A-1; A-8
Decreased by:
Payments A-4

-76-

A-17

10,207,071.00

10,207,071.00

A-18

4,970,695.00

4,970,695.00




Township of Hardyston , N.J.

Schedule of County Taxes Payable

Current Fund

Year Ended December 31, 2016

Ref.

Balance - December 31, 2015 A

Increased by:
Tax Levy 2016
County Tax
County Library
County Health
County Open Space Preservation
Added and Omitted Taxes

5,643,984.13
355,635.65
152,933.65
26,275.47
7,364.82

A-1; A-8

Decreased by:
Payments A-4

Balance - December 31, 2016 A

-17-

A-19

16,037.57

6,186,193.72

6,202,231.29

6,194,866.47

7,364.82
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Township of Hardyston , N.J.

Schedule of Unappropriated Reserves for Grants

Grant

Drunk Briving Enforcement Fund

State Body Armor Grant

Interest on Special Legislative Grant
Clean Communities

Drive Sober or Get Pulled Over
Aleohol Eduction and Rehabilitation Fu
State Recycling Grant

Federal and State Grant Fund

Year Ended December 31, 2016

A-23

Transfer
Balance To 2016 Received/ Balance
Dec. 31,2015 Budget {Cancelled) Dec. 31,2016
2,015.49 2,015.49 2,023.77 2,023.77
5346.25 546.25 534.06 534.06
3,547.57 3,547.57 26,603.33 26,603.33
4,998.16 4,988.16 4,876.58 4,886.58
589.33 589.33 302.16 302.16
9,847.54 9,847.54
21,544.34 21,534.34 34,339.90 34,349.90
A A-21 A-24 A

-81-



A-24

Township of Hardyston , IN.J.
Schedule of Due From Current Fund
Federal and State Grant Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 A 3,298,664.72
Increased by:
Federal and State Grant Fund Receip A-21 229,267.84
Unappropriated Receipts A-23 34,339.90
Matching Funds for Granis -
2016 Budget Appropriations A-22 4,646.50
268,254.24
3,566,918.96
Decreased by:
Federal and State Grant Fund
Expenditures A-22 235,603.66
Encumbrance Expenditures A-25 4,871.00
240,474.66
Balance - December 31, 2016 A 3,326,444.30

-82-



Township of Hardyston , N.J.

Schedule of Encumbrances Payable

Balance - December 31, 2015

Increased by:
Charges to Federal and State
(rants

Decreased by:
Disbursements

Balance - December 31, 2016

Federal and State Grant Fund

Year Ended December 31, 2016

-83-

Ref.

A-22

A-24

A28

4,871.00

295.00

5,166.00

4,871.00

295.00




Balance - December 31, 2015

Increase by Receipts;

Interest

State Share of Dog Licenses
Township Share of Dog Licenses
Late Fees

Other Trust Funds

Assessment Receivable
Interfunds

Net Payroll and Payroll Deductions
Borough Contributions

Increase in Investment Value

Total Receipts

Decreased by Disbursements:

Due to State of New Jersey
Reserve for Dog Expenditures
Reserve for Encumbrances

Other Trust Funds

Loan Payable

Interfunds

Net Payroll and Payroll Deductions
Accounting Charge

Total Disbursements

Balance - December 31, 2016

Township of Hardyston , N.J.

‘Schedule of Cash

Trust Funds

Year Ended December 31, 2016

B-3
B-2
B-3
B-3
B-6
B-10
B-12
B-7

B-%

B-2
B-3
B-4
B-6
B-13
B-:i2
B-7
B-%

B-1

Emergency
Services Animal
Volunteer Length  Assessment Control Other
of Service Award Trust Trust Trust
Program Fund Fund Funds
222,834.69 16,400.01 2,071.00 2,351,444 .49
6.82
1,656.60
7.163.40
1,810.00
641,927.52
103,966.00
1,056.29
5,607,273.92
26,450.00
19,328.14
45,778.14 105,022.29 10,636.82 6,249201 .44
268,612.83 121,422.30 12.,707.82 8,600.645.93
1,656.60
10,006.82
2,555.59
575,962.60
4479330
62,068.13
5,607,212.19
13,264.95
13,264.95 106,861.43 11,663.42 6,185,730.38
235,347.88 14,560.87 1,044.40 241491555

_84-



Township of Hardyston , N.J.

Schedule of Due From (To) State of New Jersey
Animal Control Trust Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 B (1.20)
Increased by:
Payments to State of NJ B-1 1,656.60
Decreased by:
State License Fees Collected B-1 1,656.60
Balance - December 31, 2016 B (1.20)

-85-



Township of Hardyston , N.J.

Reserve for Animal Control Trust Expenditures

Animal Control Trust Fund

Year Ended December 31, 2616

Ref.
Balance - December 31, 2015 B
Increased by:
Interest B-3 0.82
Dog License Fees Collected in 2016 B-1 7,163.40
Late Charges and Fines B-1 1,810.00
Decreased by:
Expenditures R.S, 4:19-1511
Balance - December 31, 2016 B

License Fees Collected

Year
2016
2015

-86-

B-3

2,069.80

8,980.22

11,050.02

10,006.82

1,043.20

7.163.40
6,546.00

13,709.40




Township of Hardyston , N.J.
Schedule of Reserve for Encumbrances
Other Trust Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 B
Increased by:
Charges to Reserves B-6
Decreased by:
Cash Disbursements B-1
Balance - December 31, 2016 B
Schedule of Letters of Credit
Other Trust Fund
Year Ended December 31, 2016
Ref.
Balance - December 31, 2015 B
Decreased by:
Cancellation of Letters of Credit
Balance - December 31, 2016 B

-87-

B-4

2,555.59

4,964.97

7,520.56

2,555.59

4,964.97

B-5

15,287,468.09

15,287,468.09




Reserve for Deposits by Letiers of Credit

Uniform Fire Safety Fines
Reserve for Recreation
Escrow Deposits

Liitell Community Center
Small Cities

Municipal Court - P.O.AA.
Public Defender
Redemption O/S Liens
Paolice Qutside Work
Affordable Housing
Accumulated Sick Leave
Snow Related Costs
Performance Bonds Escrow
Premiums on Tax Sale

Cash Receipts

Cash Disbursements
Schedute of Letters of Credit
Reserve for Encumbrances

Township of Hardysion

, M.

Schedule of Other Trust Funds

Other Trust Fund

Year Ended December 31, 2016

B-6

Balance Balance
Dec. 31,2015 Increased Decreased Dec. 31,2016
15,287,468.09 15,287,468.09
15,119.86 6,050.00 5,355,14 15,814.72
18,041.82 12,805.00 12,644,774 18,202.08
98,373.01 48,737.72 56,354.43 90,736.30
11,859.39 13,948.00 9,300.00 16,547.39
7,116.96 7,116.96
324.00 18.00 342.00
6.86 6,249.50 4,000.00 2,256.36
165,410.62 165,410.62
2,090.24 2,062.59 27.65
633,832.50 162,259.44 62,971.28 733,120.66
336,514.77 19,955.32 356,470.09
112,310.19 14,387.64 65,599.76 61,098.07
827,075.88 24,316.04 105,729.01 745,662.91
286,100.00 165,700.00 91,500.00 360,300.00
17.634,183.33 641,927.52 15,868,395.66 2,407,715.19
B B
Ref.
B-1 641,927.52
B-1 575,962.60
B-5 15,287,468.09
B-4 4,564.97
641,927.52 15,868,395.66

-88-



Township of Hardyston , N.L

Schedule of Net Payroill and Payroll Deductions

Other Trust Fund

Year Ended December 31, 2016

B-7

Balance Balance
Dec. 31,2015 Increased Decreased Dec. 31, 2016
Federal Withholding - 567,980.54 567,980.54 -
Social Security/Medicare . 652,340.52 652,340.52 -
State Withholding - 168,116.22 168,116.22 -
Unemployment insurance 63.90 23,316.23 23,316.23 63.90
Christrmas - 30,125.00 30,125.00 -
Cont. Insurance (220.14) 10,698.62 10,697.58 (219.10)
Public Employees Retiregment System 2,686.58 495,013.86 494,993,729 2,707.15
Police and Fire Retirement System (306.68) 709,898.10 700,857.98 (266.56)
Dues - 8,884.00 8,884.00 -
Savings - 4,620.00 4,620.00 -
Medical Copay 2.00 210,175.49 210,175.49 2.00
AFLAC (52.00) 6,343.84 6,343.84 {52.00)
Valic - 36,171.83 36,171.83 -
AXA - 38,300.00 38,300.00 -
Garnishments - 7,626.68 7,626.68 -
Due Current - 95.54 95.54 -
Net Payroll - 2,637,567.45 2,637,567.45 -
2,173.66 5,607,273.92 5,607,212.19 2,235.39
B B-1 B-1 B

-89-



B-3

Towaship of Hardyston , N.J.
Schedule of Contributions Receivable
Emergency Services Volunteer Length of Services Award Program

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 B 26,450.00
Increased by:

Township Contributions B-9 23,000.00
49,450,00

Decreased by:
Receipts B-1 26,450.00
Balance - December 31, 2016 B 23,000.00
B-9

Schedule of Net Assets Available for Benefits
Emergency Services Volunteer Length of Services Award Program

Year Ended December 31, 2016

Ref.
Balance - December 31, 2013 B 249,284.69
Increased by:
Township Contributions B-8 23,000.00
Increase (Decrease) in Investment Value B-1 19,328.14
42,328.14
291,612.83
Decreased by:
Accounting Charge B-1 13,264.95
13,264.95
Balance - December 31, 2016 B 278,347.88

-90-
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Exhibit B-11
Township of Hardyston , N.J.

Schedule of Reserve for Assessments and Liens

Year Ended December 31, 2016

Municipal
Ordinance Share of Balance
Number Improvement Description Assessments Dec. 31, 2016
Assessments Receivable
2013-09 Sumimit Lake Dam 6,511.30 6.,511.30
6,511.30 6,511.30

B

02.



Township of Hardysten , N.J.

Schedule of Enterfunds

Assessment Trust Funds

Year Ended December 31, 2016

Exhibit B-12

Due to/(from)

Due to/(from)
Balance Balance
Dec. 31,2015 Increased Decreased Dec. 31,2016
General Capital 88,020.99 60,000.00 28,020.99
Current Fund 1,056.29 2,068.13 (1,011.84)
88,020.99 1,056.29 62,068.13 27,009.15
B B
Ref.
Cash Receipts B-1 1,056.29
Transfer B-1 60,000.00
Cash Disbursements B-1 2,068.13
[,056.29 62,068.13

293




Township of Hardyston , N.J.

Schedule of NJ DEP Loan Payable - Gordon Lake

Year Ended December 31, 2016

Balance - December 31, 2015

Decreased by:
Cash Disbursement

Balance - December 31, 2016

Payment Date
05/29/17
11/29/17
05/29/18
11/29/18
05/29/19
11/29/19
05/29/20
11/29/20
05/29/21
11/29/21
05/29/22
11/29/22
05/29/23
11/29/23
05/29/24
11/29/24
05/29/25
11/29/25
05/29/26
11/29/26
05/29/27
11/29/27
05/29/28

Ref.
B
B-1
B
Interest Principal

4,581.42 17,815.23
4,403.26 17,993.38
4,223.33 18,173.31
4,041.60 18,355.04
3,858.05 18,538.60
3,672.66 18,723.98
3,485.42 18,911.22
3,296.31 19,100.33
3,105.31 19,291.34
2,912.39 19,484.25
2,717.55 19,679.09
2,520.76 19.875.88
2,322.00 20,074.64
2,121.25 20,275.39
1,918.50 20.478.14
1,713.72 20,682.92
1,506.89 20,889.75
1,297.99 21,098.65
1,087.01 21,309.064
873.91 21,522.73
658.68 21,737.96
441.30 21,955.34
221.76 22,174.89
56,981.07 458,141.70

-94.-

Balance
492.726.12
470,329.48
447,932.84
425,536.20
403,139.55
380,742.91
358,346.27
335,949.63
313,552.98
291,156.34
268,759.70
246,363.06
223,966.42
201,569.78
179,173.14
156,776.50
134,379.86
111,983.22

89,586.57
67,189.93
44,793.29
22,396.65

0.00

Exhibit B-13

559,916.07

44,793.30

515,122.77




Township of Hardyston , N.J.

Analysis of Assessment Cash
Assessment Trust Fund

Year Ended December 31, 2616

Ref.
Due from Current Fund
Due to General Capital
Pledged to NJDEP Loan Payable
Balance - December 31, 2016 B

-95.

Exhibit B-14

(1,011.84)
7,189.93

8,382.78

14,560.87




Township of Hardyston , N.J.

Schedule of Cash

General Capital Fund

Vear Ended December 31, 2016

Balance - December 31, 2015

Increased by Receipts:
Capital Improvement Fund
Interfund - Assessment Trust Fund
Various Capital Reserves

Decreased by Disbursements:
Improvement Authorizations
Reserve for Encumbrances

Balance - December 31, 2016

-06-

Ref.

C-9
C-10
C-11

C-3

C-7
C-12
C-3

425,000.00
60,000.00
201,500.30

880,105.71
807,279.58

2,200,100.16

686,500.30

2,886,600.46

1,687,385.29

1,199,215.17

C-2
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C-4

Township of Hardyston , N.J.

Schedule of Deferred Charges to Future
Taxation - Funded

General Capital Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 C 8,860,000.00
Decreased by:
Serial Bonds Paid by Current Year
Budget Appropriations C-6 665,000.00
665,000.00
Balance - December 31, 2016 C 8,195,000.00

-98§-
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Township of Hardyston , N.J.

Schedule of Capital Improvement Fund

General Capital Fund

Year Ended December 31, 2016

Balance - December 31, 2015

Increased by:
Budget Appropriation

Decreased by:
Appropriated to Finance
Improvement Authorizations

Balance - December 31, 2016

-104-

C-2

C-7

425,000.00

-9

106,320.45

425,000.00

531,320.45

425,000.00

106,320.45




Township of Hardyston , N.J.
Schedule of Interfunds
General Capital Fund

Year Ended December 31, 2016

C-10

Due From/(To) Due From/(To}
Balance, Balance,
Fund Dec. 31,2015 Increased Decreased Dec. 31, 2016
Current Fund
Assessment Trust Fund 88,020.99 60,000.00 28,020.99
88,020.99 60,000.00 28,020.99
C C-2 C

-103-



Township of Hardyston , N.J.

Schedule of Various Reserves

General Capital Fand

Year Ended December 31, 2016

C-11

Balance, Balance,
Dec. 31, 2015 Increased Decreased  Dec. 31,2016
Improvements to Block 62 Lot 34.01 24,000.00 24,000.00
Improvement Ridgefiel Road 51,000.00 51,000.00
Pembridge at CS 53,460.00 5,950.00 59,410.00
Imp. Shotland Bauer Cloverdale 121,284.00 13,496.37 134,780.37
Imp. Shotland Bauer High Grove 218,030.40 24,281.27 242.311.67
Imp. Shotland Bauer Ferndown Phase | 157,772.66 157,772.66
467,774.40 201,500.30 669,274.70

C C-2 C-2 C
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Township of Hardyston , N.J.
Schedule of Reserve for Encumbrances
General Capital Fund

Year Ended December 31, 2016

Balance - December 31, 2013
Increased by:

Charges to:
Improvement Authorizations

Cash Disbursements

Balance - December 31, 2016

-107-

Ref.

C-12

807,279.58

305,672.19

807,279.58

305,672.19



TOWNSHIP OF HARDYSTON

PART II

LETTER ON COMPLIANCE AND ON INTERNAL CONTROL,

COMMENTS AND RECOMMENDATIONS

YEAR ENDED DECEMBER 31, 2016




F@rmﬁﬁﬁg Wielkotz, Cerullo & Cuva, P.A.

Charies J. Ferraioli, Jr., MBA, CPA, RMA Certified Public Accountants Newton Office
Steven D. Wielkotz, CPA, RMA 401 Wanague Avenus 1008 Main Street
James J. Cerulio, CPA, RMA Pompton Lakes, New Jersey 07442 Newton, N.J. 07860
FPaui 4. Cuva, CPA, RMA 973-835-7900 973-578-3212
Thomas M. Ferry, CPA, RMA Fax 973-835-6631 Fax 973-579-7128

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

Honorable Mayor and

Membets of the Township Council
Township of Hardyston
Hardyston, New Jersey 07419

We have audited, in accordance with auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States, and the audit requirements prescribed by the
Division of Local Government Services, Department of Community Affairs, State of New Jersey, the
financial statements of the Township of Hardyston, of the State of New Jersey (the “Township™), as
of and for the year ended December 31, 2016, and the related notes to the financial statements, which
collectively comprise the Township’s basic financial statements and have issued our report thereon
dated July 28, 2017. The financial statements of the Length of Service Award Program (“LLOSAP”)
were not audited and were not required by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey to audit the LOSAP Fund financial statements in
accordance with auditing standards generally accepted in the United States, Government Audifing
Standards and the audit requirements prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. We expressed an adverse opinion on the
conformity of the statements with accounting principles generally accepted in the United States of
America. As described in Note 1, the financial statements are prepared by the Township 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. Our opinion was also qualified because
the Division of Local Government Services does not require the Length of Service Award Program
to be audited, only reviewed.

Internal Contrel Over Financial Reporting

In planning and performing our audit of the financial statements-regulatory basis, we considered the
Township of Hardyston’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 Hardyston’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Township of Hardyston’s internal control. o~
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Honorable Mayor and
Members of the Township Council
Page 2.

A deficiency in infernal control exists when the design or operation of a conirel 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.

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

We did identify certain immaterial deficiencies in internal control that we have reported to
management of the Township of Hardyston in the accompanying comments and recommendations
section of this report.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township of Hardyston’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 Hardyston in the accompanying comments and recommendations
section of this report.
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Honorable Mayor and
Members of the Township Council
Page 3.

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 Hardyston’s 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
Hardyston’s internal controls and compliance. Accordingly, this communication is not suitable for
any other purpose.

¢ FERRAIOLL, WIELOTZ, CERULLO & CUVA,
Certified Public Accountants
Pompton Lakes, New Jersey

P.A.

July 28, 2017
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GENERAL COMMENTS

Contracts and Asreements

N.J.S.A. 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 therefor, except as is provided
otherwise in this act or specifically by any other law.”

Effective July 1, 2010, the bid threshold, in accordance with N.J.S. A, 40A:11-3 and 40A:11-4 (as
amended) is $17,500 and with a qualified purchasing agent the threshold may be up to $36,000. On
July 1, 2013, the threshold with a qualified purchasing agent was increased to $40,000.

N.J.S.A. 40A:11-2 contains definitions for terms used throughout N.J.5.A. 40A:11-1 et seq. and was
amended under P.L. 1999, ¢.440. It includes as subsection (23) the term ‘competitive contracting’,
which is defined as “the method described in sections 1 through 5 of P.L. 1999, ¢.440 (C.40:11-4.1
through C.40A:11-4.5) of contracting for specialized goods and services in which formal proposals
are solicited from vendors’ formal proposals are evaluated by the purchasing agent or counsel; and the
governing body awards a contract to a vendor or vendors from among the formal proposals received.”

N.J.S.A. 40A:11-3 was amended with P.L. 1999, ¢.440 to raise the bid threshold and require award
by governing body resolution. “When the cost or price of any contract awarded by the purchasing
agent in the aggregate does not exceed in a contract year the total sum of $21,000 or $26,000 after
July 1, 2010, 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 and bidding therefore, except that the governing body may adopt an
ordinance or resolution to set a lower threshold for the receipt of public bids or the solicitation of
competitive quotations.”

N.JS.A. 40A:11-15 was amended with P.L. 1999, ¢.440 to extend the base contract period. “Any
contract made pursuant to this section may be awarded for a period of 24 consecutive months, except
that contracts for professional services pursuant to paragraph (1) of subsection (a) of N.J.5.A. 40A:11-
5 may be awarded for a period not exceeding 12 consecutive months.”

The governing body of the Municipality has the responsibility of determining whether the expenditures
in any category will exceed $26,000 within the contract year. Where question arises as to whether any
contract or agreement might result in violation of the statute, the Township Counsel's opinion should
be sought before a commitment is made.

Resolutions were adopted authorizing the awarding of contracts and agreements for "Professional
Services" N.J.S. 40A:11-5.

Inasmuch as the system of records did not provide for an accumulation of payments for categories for
the performance of any work or the furnishing or hiring of any 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. No violations were disclosed.
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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. 40A:11-6.

Collection of Interest on Delinguent Taxes and Assessments

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

The governing body on January 4, 2016 adopted the following resolution authorizing interest to be
charged on delinquent taxes:

WHEREAS, Chapter 75 of the Public Laws of 1991 of the State of New Jersey
authorizes the governing body of each municipality by resolution to fix the rate of
interest to be charged for nonpayment of taxes or assessments on or before the date
when they would become delinquent, and

WHEREAS, the provisions of said statute provides that the rate of interest io be
so charged may be fixed at a rate not to exceed 8% per annum on the first $1,500 of
delinquency, and a rate of 18% per annum on any amount in excess of §1,500.

WHEREAS, the statute further provides that the governing body may provide
that no interest shall be charged if payment is made within the tenth calendar day
following the date which the same became payable, and

WHEREAS, (N.I.S.A. 54:4-67 AS AMENDED) also provides that the
governing body may fix a penalty to be charged to a taxpayer with a delinquency in
excess of $10,000. who fails to pay that delinquency prior to the end of the (calendar)
fiscal year which shall not exceed (6%) six percent; and

WHEREAS, the Governing Body of the Township of Hardyston deems that
implementation of Chapter 75 of the P.L. of 1991 (N.J.S.A. 54:4-67) the same is
desirable and appropriate;

NOW THEREFORE BE IT RESOLVED, by the Governing Body of the
Township of Hardyston that pursuant to the authority granted to it by N.J.S.A. 54:4-
67, AS AMENDED that the rate of interesi be set in the amount ¢of 8% on the first
1,500. of the delinquency and at the rate of 18% on any amount in excess of $1,500
provided payment is not made within the grace period of ten days from the date
payable and that the penalty on amounts due in excess of $16,000 at the close of the
(calendar) fiscal year be set at 6% of the amount of the delinquency.

It appears from our test of the collector's record that interest was collected in accordance with the
foregoing resolution.
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Delinguent Taxes and Tax Title Liens

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
2016 26
2015 34
2014 33

Verification of Delinguent Taxes and OQther 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 results of the test, which was made as of December 31, 2016, is not yet known, but a separate
report will be rendered if any irregularities were developed.

In addition, analytical review procedures were utilized to ascertain the validity of the receivables.

OTHER COMMENTS

Municipal Court

The report required by statute covering the accounts of the Municipal Court has been filed under a
separate cover with the Magistrate, Township Clerk and the Division of Local Government Services.
Comments regarding the financial records maintained by the Court Administrator are covered in this
report.

It was also noted that there is a lack of internal control in the Municipal Court. In most cases, the
Court Administrator receives cash, posts the cash receipt to the computer, reconciles the bank accounts
and disburses checks.

There were tickets assigned but not issued over 180 days listed on the monthly management report.

Tax Collector

There are old outstanding tax overpayments on the Township's general ledger at year end.
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RECOMMENDATIONS

Municipal Court

The Township should weigh the costs/benefits of segregating accounting duties.
That tickets assigned but not issued over 180 days be recalled and reissued.
Tax Collector

Outstanding tax overpayments should be reviewed and managed appropriately throughout the year.

STATUS OF PRIOR YEAR AUDIT FINDINGS/RECOMMENDATIONS

A review was performed on all prior year recommendations and corrective action was taken on all with
the exception of those marked with an “*”.

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

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

Very truly yours,

/ FERRAIOLL WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
Pompton Lakes, New Jersey
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