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INDEPENDENT AUDITORS® REPORT

Honorable Mayor and

Members of the Township Committee
Township of Walpack .

Walpack Center, NJ 07881

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 Walpack in the County of Sussex, as of December 31, 2016 and 2015, 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 in
accordance with the basis of accounting prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express 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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Honorable Mayor and
Members of the Township Committee
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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 auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presemtation 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 presentatlon of the
financial statements.

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

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

As described in Note 1 of the financial statements, the financial statements are prepared by the
Township of Walpack on the basis of the financial reporting provisions prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New J ersey, 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 Amenca
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 Walpack as of December 31,
2016 and 2015, or changes in financial position for the years then ended.

Basis for Qualified Opinion on Regulatory Basis Accounting Principles

We are unable to obtain sufficient evidence to support the cost of fixed assets. As more fully describe
in Note 1, due to the length of time over which these fixed assets were acquired, it is not practical to
determine their actual costs. We are, therefore, unable to express an opinion as to the general fixed
assets account group at at December 31, 2016, and 2015, stated as $271,487.77 and $271,487.77,
respectively. o
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Qualified Opinion on Regulatory Basis of Accounting

. In our opinion, except for the. effects of the matter described in “Basis for Qualified Opinion on
- Regulatory Basis Accounting Principles” paragraph, the financial statements referred: to above present
fairly, in all material respects, the regulatory basis balances sheets as of December 31, 2016 and 2015,
the regulatory basis statements of operations for the years then ended and the regulatory basis statements
of revenues and expenditures for the year ended December 31, 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 Matters
Other Information

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

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

The letter of comments and recommendations section has not been subject to the auditing procedures
applied in the audit of the basic financial statements, and accordingly, we do not express an opinion or
‘provide any assurance on it.
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Other Reporting Required by Government Auditing Standard& |

In accordance with Government Auditing Standards, we have also issued our report dated June 12,2017
on our consideration of the Township of Walpack’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
Walpack’s internal control over financial reporting and compliance. :

P

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

Fewaiole, Weelhoty, (Cerlle & Cuva, P4
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants

Newton; New Jersey

June 12, 2017
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Township of Walpack, N.J. ;
Comparative Balance Sheet - Regulatory Basis
Current Fund
December 31,
‘Ref. 2016 2015
. Assets
Current Fund:
Cash A-4 429,786.17 468,342.88
Receivables and Other Assets with Full Reserves:
Delinquent Taxes Receivable A-7 716.54 4,904.16
430,502.71 473,247.04
Federal and State Grant Fund:
Due from Current Fund A-20 143.00 404.86
430,645.71 473,651.90

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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Page 2 of 2 -
Township of Walpack, N.J.
Comparative Balance Sheet - Regﬁlatory Basis
Current Fund
Decembef 31,
Ref. 2016 2015
Liabilities, Reserves and Fund Balance
Current Fund: '
Appropriation Reserves
Unencumbered A-3;A-10 17,318.09 17,378.48
Encumbered Co A-3;A-10 78.14 4,070.00
Due to State of N.J., Per Ch. 73, P.L. 1976 A-6 3,024.15 3,274.15
Interfunds Payable: ‘
Due to Federal and State Grants A-9 143.00, 404.86
Prepaid Taxes A-11 431.99 1,400.28
Regional High School Tax Payable A-13 22,287.00 o ‘
Tax Overpayments A-15 _ 177.40 177.40
Due to State of New Jersey:
DCA A-16 9.35
. Reserve for:
Revision of Tax Map A-16 ' 4,188.00 4,188.00
47,647.77 30,902.52
Reserve for Receivables Contra . 716.54 4,904.16
Fund Balance A-1 382,138.40 437,440.36
' - 430,502.71 473,247.04
Federal and State Grant Fund:
Appropriated Reserve for Grants o A-18 143.00 257.00
Unappropriated Reserve for Grants A-19 147.86
' 143.00 404.86
430,645.71 473,651.90

The accompanying "Notes to Financial Statements" are an integral part of these financial statements.
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A-1
Township of Walpack, N.J.
Comparative Statement of Operations and Changes in Fund Balance - Regulatory Basis
| Current Fﬁnd

Years Ended December 31,

Ref. 2016 2015 -
Revenues and Other Income: o
Fund Balance Utilized A-2 81,563.00 ~ 147,057.00
Miscellaneous Revenue Anticipated A-2 37,085.00 37,034.00
Receipts from Current Taxes A-2 38,661.55 56,921.28
Non-Budget Revenue A-2 40,498.93 35,897.11
Other Credits to Income: ‘
Statutory Excess in Animal Control Trust Fund A-9 21.00 15.00
Unappropriated Reserves for Grants Cancelled A-9 0.86 0.69
Unexpended Balance of Appropriation Reserve ~ A-10 5,087.79 5,213.56
Total Revenues and Other Income 202,918.13 282,138.64
Expenditures:
Budget and Emergency Appropriations:
Operations - Within Caps:

Salaries and Wages A-3 34,750.00 35,950.00

Other Expenses A-3 41,210.00 40,644.00
Deferred Charges and Statutory Expenditures -

Municipal A-3 6,291.00 7,484.00
Operations - Excluded From Caps: ‘

Other Expenses Excluded from "CAPS" A-3 2,897.00 2,796.00
Capital Improvements A-3 3,500.00 3,500.00
Deferred Charges - Municipal , 18,007.00
Local Schools (N.J.S. 40:48-17.1 & 17.3) : 26,544.00 28,188.09

Regional High School Tax A-13 45,749.00 46,127.00
County Taxes included Added Taxes A-14 15,716.09 15,690.00
Total Expenditures 176,657.09 198,386.09
Statutory Excess to Fund Balance 26,261.04 83,752.55
Fund Balance, January 1, A 437,440.36 500,744.81
463,701.40 584,497.36

Decreased by:
Fund Balance Utilized as Budget Revenue A-2 81,563.00 147,057.00
Fund Balance, December 31, A 437,440.36

382,138.40

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



Township of Walpack, N.J.
Statement of Revenues - Regulatory Basis
Current Fund

Year Ended December 31, 2016

A-2
Page 1 of 2

Excess or

Ref. Budget Realized (Deficit)
Fund Balance Anticipated . Al 81,563.00  81,563.00

. Miscellaneous Revenues:

Energy Receipts Taxes A-8 36,938.00 36,938.00
Public and Private Revenues: v )
Recycling Tonnage : A-17 147.00 147.00
Total Miscellaneous Revenues A-1 37,085.00 37,085.00
Subtotal General Revenues 118,648.00 118,648.00

Amount to be Raised by Taxes for Support of
Municipal Budget - Local Tax for Municipal Purposes

Including Reserve for Uncollected Taxes ‘ A-2 (23,203.54) (23,203.54)
Budget Totals 118,648.00 95,444 .46 (23,203.54)
Non-Budget Revenue A2 40,498.93 40,498.93

118,648.00 135,943.39 17,295.39
A-3

The accompanying "Notes to Financial Statement" are an integral part of these financial statements.
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Township of Walpack, N.J. A2

g . Page 2 of 2
Statement of Revenues - Regulatory Basis

Current Fund

Year Ended December 31, 2016

Analysis of Realized Revenues

Ref.
Revenue From Collections A-1;A-7 ' 38,661.55
Allocated to Schbol and County Taxes A-7 ‘ 61,865.09

Balance for Support of Municipal 7
Budget Appropriations A-2 (23,203.54)
Analysis of Non-Budget Revenues

Ref.
Miscellaneous Revenues Not Anticipated:
Interest on Investments 2,754.44
Payment in Lieu of Taxes i 31,399.27
Uniform Construction Code Fees ' 342.84
Marriage Licenses and Certified Copies 248.00
Senior Citizens and Veterans Admin. Fees 11.20
A-4 34,755.75
Collector:
Interest and Costs on Taxes ‘ A-5 839.02
2015 Taxes Receivable A-5 4,904.16
5,743.18
Total Non Budget Revenue A-1;A-2 40,498.93

The accompanying "Notes to Financial Statement" are an integral part of these financial statements.
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Township of Walpack, N.J.
vComparative Balance Sheet - Regulatory Basis

Trust Funds

December 31,
Ref. 2016 2015
Assets
Animal Control Fund: : o
Cash o B-1 6.00 : 24.00
Other Trust Funds: '
Cash : B-1 2,041.67
2,047.67 24.00
Liabilities, Reserves & Fund Balance
Animal Control Fund:
Reserve for Animal Control
Fund Expenditures B-2 6.00 24.00
Other Trust Fund:
Reserve for: '
Payroll Deductions Payable B-5 - 2,041.67
2,047.67 24.00

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

14



Township of Walpack, N.J.
Comparative Balance Sheet - Regulatory Basis
General Capital Fund

December 31,

Ref. 2016 015

Assets )
Cash v C-1 53,576.47 50,827.47
Liabilities, Reserves and Fund Balance
Capital Improvement Fund C-2 14,000.00 14,000.00
Reserve for Municipal Building C-4 29,576.47 26,827.47
Improvement Authorizations

Funded v C-5 10,000.00 10,000.00

53,576.47 50,827.47

Footnote: There were no Bonds and Notes Authorized But not Issued on December 31, 2016 and 2015.

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

Public Assistance Fund

 December 31,
Ref. 2016 2015
Assets ,
Cash D-1 10,000.00 10,000.00
Liabilities :
Reserve for Public Assistance D-3 10,000.00 10,000.00

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

Comparative Statement of General Fixed Assets - Regulatory Basis

December 31,
(Unaudited)
201 015
General Fixed Assets: :
Land v , - 16,000.00 16,000.00
Buildings 212,402.77 212,402.77
Machinery and Equipment . 43,085.00 - 43.,085.00
271,487.77 271,487.77

Investment in Fixed Assets - 271,487.77 271,487.77

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

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

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The GASB Codification
establishes seven fund types and two account groups to be used by governmental units when reporting

financial position and results of operations in accordance with accounting principles generally accepted
in the United States of America (GAAP). )

The financial statements of the Township of Walpack 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 an other
comprehensive basis of accounting other than accounting principles generally accepted in the United
States of America. Such principles and practices are designed primarily for determining compliance with
legal provisions and budgetary restrictions and as a means of reporting on the stewardship of public
officials with respect to public funds. Under this method of accounting, the Township accounts for it

financial transactions through the following separate funds which differ from the fund structure required
by GAAP. '

A. Reporting Entity

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

GASB has issued Statement No. 14 which requires the financial reporting entity to include both the
primary government and those component units for which the primary government is financially

-accountable. Financial accountability is defined as appointment of a voting majority of the component
unit’s board, and either a) the ability to impose will be by the primary government, or b) the possibility
that the component unit will provide a financial benefit to or impose a financial burden on the primary
government.

However, the municipalities in the State of New Jersey do not prepare financial statements in
accordance with GAAP and thus do not comply with all of the GASB pronouncements. The financial
statements contained herein include only those boards, bodies, officers or commissions as required by
NJS 40A:5-5. Accordingly, the financial statements of the Township do not include the volunteer fire
department which is considered a component unit under GAAP. Complete financial statements of the
above components can be obtained by contacting the Treasurer of the respective entity. |
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TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)
'NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

‘B. Measurement Focus Bas1s of Accounting and Ba31s 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 and account gfoups:

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

Trust Funds - Trust Funds are used to account for assets held by the government in a trustee capacity.
Funds held by the Township as an agent for individual, private organizations, or other governments are
recorded in the Trust Funds.

| Other Trust Fund - This fund is established to account for the assets and resources which are also held

by the Township as a trustee or agent for individuals, private orgamzatlons other governments and/or
other funds

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

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

Public Assistance Fund - This fund is used to account for the receipt and disbursement of funds that
provide assistance to certain residents of the Township pursuant to Title 44 of New Jersey Statutes.
Effective January 1, 1998, the Township transferred administration of the general assistance program
to the Sussex County Board of Social Services. The funds remaining in the Public Assistance Fund are
used to assist certain residents who do not qualify for the General Assistance Program.

General Fixed Assets Account Groub To account for all fixed assets of the Township. The Township’s
mfrastructure 1s not reported in the group.

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

19




TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus, Basis of Accounting and Basis of Presenfation (Continued)

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

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

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

‘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. Budget amounts presented in the accompanying
financial statements represent amounts adopted by the Township and approved by the State Division
of Local Government Services per N.J.S.A. 40-A:4 et seq.
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TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)

- NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus. Basis of Accounting and Basis of Presentation (Continued)

Budgets and Budgetary Accounting (Continued)

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

Animal Control Trust Fund . Public A‘ssistance Fund
General Capital Fund Trust Fund

The governing body shall introduce and approve the annual budget not later than February 10, of the
fiscal year. The budget shall be adopted not later than March 20, and prior to adoption must be certified
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey.
The Director of the Division of Local Government Services, with the approval of the Local Finance
Board may extend the introduction and approval and adoption dates of the municipal budget. The
budget is prepared by fund, function, activity and line item (salary or other expense) and includes
information on the previous year. The legal level of control for appropriations is exercised at the
individual line item level for all operating budgets adopted. Emergency appropriations, those made after
, the adoption of the budget and determination of the tax rate, may be authorized by the governing body
of the municipality. During the last two months of the fiscal year, the governing body may, by a 2/3
vote, amend the budget through line item transfers. Management has no authority to amend the budget
without the approval of the Governing Body. Expenditures may not legally exceed budgeted
appropriations at the line item level. During 2016, the Governing Body did not increase the original
Current Fund budget, however, several budget transfers were approved by the Governing Body.

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

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

the establishment of an encumbrance payable. Encumbrances do not constitute expenditures under
GAAP.

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.
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TOWNSHIP OF WALPACK

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED) -~ .

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

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 operatmg
funds and the remammg obligations be recorded as a long-term obligation.

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

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

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

Cash and Investments - Cash includes amounts in demand deposits as well as short-term investments
with a maturity date within one year of the date acquired by the government. Investments are stated at
fair value and are limited by NJSA 40A:5-5.1(a).

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

Fixed Assets - The Township of Walpack has developed a fixed asset accounting and reporting system,
as promulgated by the Division of Local Government Services, which differs from generally accepted
accounting pr1n01ples

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 road, br1dges curbs and gutters, streets, sidewalks and
“drainage systems are not capitalized.
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TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS |
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

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

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost in not
available. ’

No depreciation has been provided for in the financial statements.

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

Fixed assets acquired through grants in aid or contributed capital have not been accounted for separately.
GAAP requlres that all fixed assets be capitalized at historical cost or estimated historical cost if actual
historical cost is not available.

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.

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

Recent Accounting Pronouncements

In February 2015, the Government Accounting Standards Board issued GASB Statement No. 72, Fair
Value Measurement and Application. This Statement addresses accounting and financial reporting
issues related to fair value measurements. The definition of fair value is the price that would be
received to sell an asset or paid to transfer a liability in an orderly transaction between market
participants at the measurement date. This Statement also provides guidance for determining a fair
value measurement for financial reporting purposes. This Statement also provides guidance for applying
fair value to certain investments and disclosures related to all fair value measurements. 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.

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 73, Accounting
and Financial Reporting for Pensions and Related Assets That Are Not Within the Scope of GASB
Statement 68 and Amendments to Certain Provisions of GASB Statements 67 and 68. This Statement
is effective for periods beginning after June 15, 2015 — except those provisions that address employers
and governmental nonemployer contributing entities for pensions that are not within the scope of
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TOWNSHIP OF WALPACK

NOTES TO FINANCIAL STATEMENTS -
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Focus, Basis of Accquntin,cz and Basis of Presentation (Continued)

- Recent Accounting Pronouncements (continued)

Statement 68, which are effective for financial statements for periods beginning after June 15, 2016.

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. 74, Financial
Reporting for Postemployment Benefit Plans Other Than Pension Plans. This Statement applies to
OPEB plans and basically parallels GASB Statement 67 and replaces GASB Statement 43 and is
effective for periods beginning after June 15, 2016. The Township is currently reviewing what effect,
if any, this Statement might have on future financial statements.

InJune 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, ﬂ’llS 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.

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. '
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TOWNSHIP OF WALPACK

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31,2016 AND 2015
(CONTINUED) |

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

B. Measurement Foéus, Basis of Accounting and Basis of Presentation (Continued)

Recent Accounting Pronouncements (continued)

In December 2015, the Government Accounting Standards Board issued GASB Statement No. 78,
Pensions Provided Through Certain Multiple-Employer Defined Benefit Pension Plans. The objective
of this Statement is to address a practice issue regarding the scope and applicability of Statement No. 68,
Accounting and Financial Reporting for Pensions. This issue is associated with pensions provided
through certain multiple-employer defined benefit pension plans and to state or local governmental
employers whose employees are provided with such pensions. This Statement is effective for reporting
periods beginning after December 15, 2015. The Township is currently reviewing what effects, if any,
this Statement might have on future financial statements.

InDecember 2015, the Government Accounting Standards Board issued GASB Statement No. 79, Certain
External Investment Pools and Pool Participants. This Statement addresses accounting and financial
reporting for certain external investment pools and pool participants. Specifically, it established criteria
for an external investment pool to qualify for making the election to measure all of its investments at
amortized cost for financial reporting purposes. This Statement is effective for periods beginning after
June 15, 2015, and for certain provisions, petiods beginning after December 15, 2015. The Township is
currently reviewing what effects, if any, this Statement might have on future financial statements.

In January 2016, the Government Accounting Standards Board issued GASB Statement No. 80, Blending
‘Requirements for Certain Component Units, which provides clarity about how certain component units
incorporated as not-for-profit corporations should be presented in the financial statements of the primary

state or local government. The Township does not believe this Statement will have any effect on future
financial statements. -

InMarch 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 Townsh1p does not believe
this Statement will have any effect on future financial statements.

In March 2016, the Government Accounting Standards Board issued GASB Statement No. 82, Pension
Issues - an Amendment of GASB Statements No. 67, No. 68 and No. 73. The objective of this Statement
is to address certain issues that have been raised with respect to Statement No. 67, Financial Reporting
Jor Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and No. 73, Accounting and
Financial Reporting for Pensions and Related Assets That Are Not Within the Scope of GASB Statement
68, and Amendments to Certain Provisions of GASB Statements 67 and 68. This Statement is effective
for reporting periods beginning after June 15, 2016. Spemﬁcally, 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. :

25




- TOWNSHIP OF WALPACK
. NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
| - (CONTINUED) :
NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

C. Basic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit to be presented in
the general purpose financial statements to be in accordance with GAAP. The Township presents the

 financial statements listed in the table of contents which are required by the Division and which differ
from the financial statements required by GAAP. In addition, the Division requires the financial
statements listed in the table of contents to be referenced to the supplementary schedules. This practice
differs from GAAP. '

NOTE 2: BUDGETARY INFORMATION

Under New Jersey State Statutes, the annual budget is required to be a balanced cash basis document.
To balance the budget, the municipality is required to show a budgeted fund balance. The amount of
‘fund balance budgeted to balance the 2016 statutory budget was $81,563.00.

Inter depa;rtmént budget transfers are not permitted prior to November 1. After November 1, budget
transfers can be made in the form of a resolution and approved by the Township Committee.

N.J.S.A. 40A:4-87 permits special items of revenue and appropriations to be inserted into the annual
budget when the item has been made available by any public or private funding source and the item was
not determined at the time of budget adoption. During 2016, there were no special items of revenue and
appropriations.

The municipality may make emergency appropriations, after the adoption of the budget, for a purpose
- which was not foreseen at the time the budget was adopted or for which adequate provision was not
made therein. This type of appropriation shall be made to meet a pressing need for public expenditure
to protect or promote the public health, safety, morals or welfare or to provide temporary housing or
public assistance prior to the next succeeding fiscal year. Emergency appropriations, except those
classified as a special emergency, must be raised in the budgets of the succeeding year. Special
emergency appropriations are permitted to be raised in the budgets of the succeeding three or five years.
During 2016, there were no emergency authorizations. ‘
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' TOWNSHIP OF WALPACK

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED) -

NOTE 3: GENERAL FIXED ASSETS

The following schedule is a summarization of the changes in general fixed assets for the calendar year
- ended December 31, 2016.

Balance Balance
as of - _ as of

Dec. 31, 2015 Dec. 31,2016
Land $ 16,000.00 $ 16,000.00
Buildings 212,402.77 212,402.77
Equipment .
(Including Vehicles) , 43.085.00 43.085.00

$271.487.77 $271.487.77

NOTE 4: LONG TERM DEBT

SUMMARY OF STATUTORY DEBT CONDITION - ANNUAL DEBT STATEMENT

The summarized statement of debt condition which follows is prepared in accordance with the required
method of setting up the Annual Debt Statement and indicates a statement net debt of 0.00%.

Gross Debt Deductions Net Debt
Regional High School District Debt k $1.660.28 $1,660.28 $ -

Net Debt $-0- divided by equahzed valuation basis per N.J.S. 40A:2-2 as amended, 2,779,775.33 =
0.00%.

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

3 1/2% of Equalized Valuation Basis (Mun101pal) ' : - 97,292.14
Net Debt : A - -
Remaining Borrowing Power S _ 97.292.14
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TOWNSHIP OF WALPACK

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)
NOTE 4: LONG TERM DEBT (CONTINUED)

- ANALYSIS OF AVERAGE EQUALIZED VALUATION

2016 2,779,775.33
2015 : 2,845,196.00 . _
2014 A 2,756,682.00

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

NOTE 5: DUE TO/FROM OTHER FUNDS
Balances due to/from other funds at December 31, 2016 consist of the following:

$143.00 Due to Federal and State Grant Fund from Current Fund for cash receipts
and cash disbursements in the Current Fund.

It is anticipated that all mterfunds with the exception of Federal and State Grant Funds, will be
liquidated during the calendar year.

NOTE 6: PENSION PLAN

Description of Plans:

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

Public Employees * Retirement System (PERS)

Plan Description

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

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31,2016 AND 2015
(CONTINUED)
NOTE 6: PENSION PLAN (CONTINUED)
Public Employees " Retirement System (PERS), (continued)

Benefits Provided

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

after 25 years of service or under the disability provisions of PERS. The following represents the
membership tiers for PERS: :

Tier Definition

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

Service retirement benefits of 1/55™ of final average salary for each year of service credit is available
to Tiers 1 and 2 members upon reaching age 60 and to Tier 3 members upon reaching age 62. Service
retirement benefits of 1/60™ of final average salary for each year of service credit is available to Tier 4 -
members upon reaching age 62 and to Tier 5 members upon reaching age 65. Early retirement benefits
are available to Tiers 1 and 2 members before reaching age 60, to Tiers 3 and 4 before age 62 with 25
~or more years of service credit and Tier 5 with 30 or more years of service credit before age 65.
Benefits are reduced by a fraction of a percent for each month that a member retires prior to the age at
which a member can receive full early retirement benefits in accordance with their respective tier. Tier
- 1 members can receive an unreduced benefit from age 50 to age 60 if they have at least 25 years of
service. Deferred retirement is available to members who have at least 10 years of service credit and
have not reached the service retirement age for the respective tier.

Defined Contribution Retirement Program

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

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits, issues publicly
available financial reports that include the financial statements and required supplementary information
of the DCRP. The financial reports may be obtained by writing to the State of New Jersey, Department
of the Treasury, Division of Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625-0295.
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TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED) |
NOTE 6: PENSION PLAN (CONTINUED)

Defined Contribution Retirement Program, (continued)

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, of the employee’s annual compensation, as defined by law.
Employers are required to contribute at an actuarially determined rate in all Funds. The actuarially
determined employer contribution includes funding for cost-of-living adjustments and noncontributory
death benefits in PERS. In PERS, 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 DCRP
2016 . $3,414.58 $0.00
2015 3,627.49 ‘ -0-

2014 3,551.78 -0-

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.
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TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)

NOTE 6: PENSION PLAN (CONTINUED)

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

Public Employees Retirement Svstem (PERS)

At December 31, 2016, the Township had a liability of $79,678.00 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 0.0002690273 percent, which was an increase/(decrease) of 0. 0000009204 percent
from its proportion measured as of June 30, 2015.

For the year ended December 31, 2016, the Township recognized pension expense of $2,305.00. 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 $ 1,482.00 $ -
Changes of assumptions ' 16,505.00 -
-Net difference between projected and actual earnings
on pension plan investments - 3,038.00 -
Changes in proportion and differences between the Township’s :
contributions and proportionate share of contributions 228.00 270,445.00
Township contributions subsequent to the measurement date 2,390.00 -
Total $23.643.00 $270,445.00

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:
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TOWNSHIP OF WALPACK
~ NOTES TO FINANCIAL STATEMENTS

YEARS ENDED DECEMBER 31,2016 AND 2015
(CONTINUED) |

NOTE 6: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued)

Year ended June 30: . ) :
2017 ’ $4,734.00
2018 : : 4,734.00
2019 5,484.00
2020 4,607.00
2021 1,466.00

Changes in Proportion

The previous amounts do not include employer specific deferred outflows of resources and deferred

“inflows of resources related to changes in proportion. These amounts should be recognized (amortized)
by each employer over the average of the expected remaining service lives of all plan members, which
is 5.57,5.72 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 h ' 0.0002690273% 0.0002681069%

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 : o 1.65-4.15 Percent (based on age) -
Thereafter ' ’ . 2.65-5.15 Percent (based on age)

Investment Rate of Return 7.65 Percent
| 32
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31,2016 AND 2015
(CONTINUED)
NOTE 6: PENSION PLAN (CONTINUED)

Public Emplovees Retirement System (PERS), (cbntinued)

Actuarial Assumptions (continued)

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. 1t is likely that future experience will not
exactly conform to these assumptions. To the extent that actual experience deviates from these
assumptions, the emerging liabilities may be higher or lower than anticipated. The more the experience
deviates, the larger the impact on future financial statements.

Mortality Rates

Pre-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 acturary’s
modified MP-2014 projection scale. Disability retirement rates used to value disabled retirees were
based on the RP-2000 Disabled Mortahty Table (set back 3 years for males and set forward 1 year for
females.

Long-Term Rate of Return

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

- for each major asset class included in PERS's target asset allocation as of June 30,2016 are summanzed
in the following table:
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TOWNSHIP OF WALPACK
NOTES TO FINANCIAL STATEMENTS

- YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)

NOTE 6: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued) '

Long-Term Rate of Return (continued)

Long-Term
Target Expected Real
Asset Class Allocation Rate of Return
Cash 5.00% 87%
U.S. Treasuries 1.50% 1.74%
Investment Grade Credit 8.00% 1.79%
Mortgages 2.00% 1.67%
High Yield Bonds 2.00% ' 4.56%
Inflation-Indexed Bonds 1.50% 3.44%
Broad U.S. Equities 26.00% . - 8.53%
Developed Foreign 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 A 5.25% 5.63%

| Discount Rate

The discount rate used to measure the total pension liability was 3.98% and 4.90% 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 0f2.85% and 3.80% as of June
30,2016 and 2015, respectively, based on the Bond Buyer GO 20-Bond Municipal Bond Index which
includes tax-exempt general obligation municipal bonds with an average rating of AA/Aa or higher. The
projection of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current member contribution rates and that contributions from employers
will be made based on the contribution rate in the most recent fiscal year. The State contributed 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. o '
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NOTE 6: PENSION PLAN (CONTINUED)

Public Employees Retirement System (PERS), (continued)

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

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

At Current
1% Discount 1%
Decrease Rate Increase
: 2.98% 3.98% - 4.98%
Township's proportionate share of ,
the pension liability $97,636 $79,678 $64,852

Pension Plan Fiduciary Net Position

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

NOTE 7: FUND BALANCES APPROPRIATED

" Fund balances at December 31, 2016 and 2015 which were appropriated and included as anticipated

revenue in their own respective funds for the years ending December 31, 2017 and 2016 were as
follows:

201 016
Current Fund $104.072.00 - $81.563.00
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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED) -

NOTE 8: REGIONAL AND REGIONAL HIGH SCHOOL DISTRICT SCHOOL TAXES

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

NOTE 9: ACCRUED SICK AND VACATION BENEFITS

The Township of Walpack has a policy for employees to accrue unused vacation and sick pay, which
may be taken as time off or paid at a later date at an agreed upon amount as determined by the Township
Committee. At the time of the audit there was not any cost of such unpaid compensation. Such
compensation would be included in the Townships budget operating expenditures in the year it is used.

N

NOTE 10: 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
$515,630.67 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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NOTES TO FINANCIAL STATEMENTS
YEARS ENDED DECEMBER 31, 2016 AND 2015
(CONTINUED)

NOTE 10: CASH, CASH EQUIVALENFTS 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 Townships or bonds or other obligations of the local unit or units within which the Township is
located: obligations of federal agencies not exceeding 397 days; government money market mutual
funds; the State of New Jersey Cash Management Plan; local government investment pools or
repurchase of fully collateralized securities.

Concentration of Credit Risk

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

NOTE 11: 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.

NOTE 12: PUBLIC ASSISTANCE

The Township of Walpaék has elected to have the County of Sussex process all public assistance
granted to the residents. Therefore, the Township of Walpack no longer has a public assistance
director.

NOTE 13: HEALTH INSPECTIONS

The Township of Walpack has elected to have the County of Sussex, Department of Health perform
all inspections. Therefore, the Township does not have a health inspector. .
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(CONTINUED) |

NOTE 14: TAXES COLLECTED IN ADVANCE

Taxes collected in advance are recorded as cash liabilities in the ﬁnan01a1 statements. Following is a
comparison of the liability for the previous two years:

Balance Balance
Dec 31,2016 Dec 31,2015
Prepaid Taxes $431.99 $1.400.28
Cash Liability for Taxes Collected

in Advance $431.99 ~ $1.400.28

- NOTE 15: CONTINGENT LIABILITIES

We are advised by Township Counsel, that the Township is not involved in any suits that would have
a material impact on the Financial Statements.

NOTE 16: SUBSEQUENT EVENT

The Township has evaluated subsequent events through June 12, 2017, the date which the financial
statements were available to be issued and no other items were noted for disclosure.
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The following officials were in office during the period under audit.

Name
Victor Maglio
James Heigis
Janina Wycalek
Betsy Cuneo
Kelly Maglio

‘Maria Maglio

Michelle LaStarzé '

Terry Beshada
Amy Lobban
Greg Chontow

Maureen Kaman
Glenn Kienz
William Flammer
N.J. Division of

Code & Standards

Thomas M. Ferry,
CP.A,RM.A.

TOWNSHIP OF WALPACK, N.J.

OFFICIALS IN OFFICE AND SURETY BONDS

YEAR ENDED DECEMBER 31, 2016

Title

Mayor

Deputy Mayor
Committeeperson
Municipal Clerk; to 3/29/16
Secretary Board of Health

Acting Municipal Clerk; from 3/30/16

Secretary Board of Health

Deputy Clerk;

Assessment Search Officer

Chief Finance Officer; Treasurer

Collector and Tax Search Officer

Registrar j

Construction Official;
Uniform Fire Code Official

Assessor - _

Township Attorney

Fire Inspection Officer to 3/30/16

Fire Inspection Office from 4/1/16 !

Township Auditor

All of the bonds were examined and were properly executed.
- All employees are covered by a $3,000 Blanket Bond. -
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Amount Name of

of Bond  Corporate Surety
2,860.00 Selective Ins. Co.
2,860.00 Selective Ins. Co.
2,860.00 Selective Ins. Co.

25,000.00 Selective Ins. Co.

11,000.00 Selective Ins. Co.




COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES IN FUND BALANCE

CURRENT FUND
Year 2016 Year 2015
Amount Y% Amount Y%
Revenue and Other Income Realized :
Fund Balance Utilized 81,563.00 40.20% 147,057.00 52.12%
Miscellaneous - From Other Than
Local Property Tax Levies 37,085.00 18.28% 37,034.00 13.13%
Collection of Current
Tax Levy 38,661.55 19.05% 56,921.28 20.17%
Other Credits to Income 45,608.58 22.48% 41,126.36 14.58%
Total Revenue and Other Income Realized 202,918.13 100.00% 282,138.64 100.00%
Expenditures
Budget Expenditures: :
Municipal Purposes 115,192.00 65.21% 136,569.09 68.84%
Local and Regional School Taxes 45,749.00 25.90% 46,127.00 23.25%
County Taxes 15,716.09 8.90% 15,690.00 7.91%
Total Expenditures 176,657.09 100.00% 198,386.09 100.00%
Statutory Excess to Fund Balance 26,261.04 83,752.55
Fund Balance, January 1, 437,440.36 ) 500,744.81
463,701.40 584,497.36
Less: -
Utilized as Anticipated Revenue 81,563.00 147,057.00
Fund Balance, December 31, 382,138.40 437,440.36
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2014

COMPARATIVE SCHEDULE OF TAX RATE INFORMATION

2016 2015 2014

Tax Rate: 2365 2.356 602
Apportionment of Tax Rate:

County 612 599 602
Regional High School 1.753 1.757 -
Net Valuation Taxable:
2016 - 2,608,454

2015 2,624,171

2014 2,922,550

COMPARISON OF TAX LEVIES AND COLLECTION CURRENTLY

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

Cash

Percentage
Year Tax Levy Collections of Collection
2016 61,665.09 - 38,661.55 62.69%
2015 61,825.44 56,921.28 92.07%
18,047.71 16,903.91 93.66%

Also, increases in future tax levies can also be warranted if revenue sources outside of those directly
generated by the municipality, such as Federal or State Aid, should decline without corresponding decreases
in budgeted expenditures.

DELINQUENT TAXES AND TAX TITLE LIENS

. Amount of Amount of
Dec. 31, Tax Title . Delinquent Total Percentage
Year Liens Taxes Delinquent of Tax Levy
2016 -0- 716.54 716.54 1.16%
2015 -0- 4,904.16 4,904.16 7.93%
2014 -0- 1,143.80 1,143.80 6.34%
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PROPERTY ACQUIRED BY TAX TITLE LIEN LIQUIDATION

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

Year | : Amount

2016 o -0-
2015 -0-
2014 | -0-

- COMPARATIVE SCHEDULE OF FUND BALANCES

‘ Utilized
Balance In Budget of
Year ~ December 31 Succeeding Year
Current Fund: 2016 382,138.40 104,072.00
2015 437,440.36 81,563.00
2014 500,744.81 147,057.00
2013 543,806.92 83,830.00
2012 569,892.86 84,546.00
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Township of Walpack, N.J.
Schedule of Cash - Treasurer
Current Fund

Year Ended December 31, 2016

Current
Fund

468,342.88

115,142.28

Ref.
Balance - December 31, 2015 A
Increased by Receipts:
Miscellaneous Revenue Not Anticipated A-2 34,755.75
Collector A-5 42,686.44
Due From State - Senior Citizen and
Veteran Deductions A-6 500.00
Revenue Accounts Receivable A-8 36,938.00
Interfunds A-9 179.93
Various Cash Liabilities and Reserves A-16 82.16
Decreased by Disbursements:
Current Year Budget Appropriations A-3 67,604.77
Interfunds v A-9 3,919.93
Appropriation Reserves A-10 16,360.69
Regional District School Taxes A-12 26,544.00
Regional High School Taxes A-13 23,462.00 -
County Taxes Payable A-14 15,716.09
Various Cash Liabilities and Reserves A-16 91.51
Balance - December 31, 2016 A

43

583,485.16

153,698.99

429,786.17




Increased By:
Interests and Costs
2015 Taxes Receivable
2016 Taxes Receivable
Prepaid Taxes

Decreased By:
Paid to Treasurer

Township of Walpack, N.J.
Schedule of Cash - Collector
Current Fund

Year Ended December 31, 2016
Ref.

A-2
A-2
A-T7
A-11
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839.02
4,904.16
36,511.27

431.99

42,686.44

42,686.44




Township of Walpack, N.J.

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

Current Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 A 3,274.15
Increased by:
Received in Cash from
State of New Jersey A-4 . 500.00
3,774.15
Decreased by:
Senior Citizen Deductions
per Billings 250.00
Veterans' Deduction per Billings 500.00
A-7 750.00
Balance - December 31, 2016 A 3,024.15
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Township of Walpack, N.J.
Schedule of Revenue Accounts Receivable
Current Fund

Year Ended December 31, 2016

A-8

Ref. Accrued Collected
Energy Receipts Taxes A-2 36,938.00 36,938.00
A-4
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Township of Walpack, N.J.
Schedule of Interfunds Receivables/(Payables)
Current Fund

Year Ended December 31, 2016

Due From/(To) . Due From/(To)
Balance ‘ Balance
Fund Ref. Dec. 31, 2015 Increased Decreased Dec. 31, 2016 -
Federal and State Grants ' A (404.86) 408.86 147.00 (143.00)
Animal Control Trust Fund 26.40 26.40
Capital Fund 3,506.53 3,506.53
(404.86) 3,941.79 . 3,679.93 (143.00)
Analysis
Due from Current Fund (404.86) (143.00)
Ref.
. Grants Cancelled A-1 0.86
Statutory Excess A-1 21.00
Appropriations Payable A-3 3,500.00
Cash Receipts A-4 179.93
Cash Disbursements A-4 3,919.93
3,941.79 3,679.93
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Township of Walpack, N.J.
Schedule of Appropriation Reserves
Current Fund

Year Ended December 31, 2016

Balance

A-10

Balance,
Dec. 31, after Paid or Balance
2015 Transfers Charged Lapsed
Salaries and Wages:
Clerk 29.00 29.00 29.00
Public Buildings and Grounds 500.00 500.00 500.00
Emergency Management Coordinator 400.00 400.00 400.00
Animal Regulation ' 150.00 150.00 150.00
Total Salaries and Wages: 1,079.00 1,079.00 1,079.00
Other Expenses:
Administrative and Executive 24.95 24.95 24.95
Financial Administration 345.41 345.41 39.71 305.70
Audit 11,630.00 11,630.00 11,630.00
Assessment of Taxes 198.17 198.17 198.17
Collection of Taxes 400.00 400.00 11.70 388.30
Electricity 26545 265.45 265.45
Fuel Oil 1,027.68 1,027.68 236.95 790.73
Telephone 238.71 238.71 67.33 171.38
Public Safety:
Aid to Rescue Squad 4,000.00 4,000.00 4,000.00
Emergency Management Coordinator 200.00 200.00 200.00
Animal Regulation 282.00 282.00 282.00
Construction Official 100.00 100.00 100.00
Plumbing Official 200.00 200.00 175.00 25.00
Total Other Expenses: 18,912.37 18,912.37 16,160.69 2,751.68
Deferred Charges and Statutory Expenditures
Statutory Expenditures:
Contribution To:
Public Employees' Retirement System 1,245.51 1,245.51 1,245.51
Social Security (0.A.S.L.) 0.10 0.10 0.10
Unemployment Compensation Insurance 11.50 11.50 11.50
Total Deferred Charges and Statutory
Expenditures - Municipal 1,257.11 1,257.11 - 1,257.11
Operations - Excluded from "CAPS" .
Due to County for Taxes 200.00 200.00 200.00
Total Operations - Excluded from "CAPS" 200.00 200.00 200.00
Total General Appropriation Reserves 21,448.48 21,448.48 16,360.69 5,087.79
A-4 A-1 -
Ref.
Unencumbered A 17,378.48
Encumbered A 4,070.00
~ 21,44848
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Balance - December 31, 2015

Increased by:
Cash Receipts

Decreased by:
Applied to 2016 Taxes

Balance - December 31, 2016

Township of Walpack, N.J. .

Schedule of Prepaid Taxes
Current Fund
Year Ended December 31, 2016
Ref.

A

50

A-11

1,400.28

431.99

1,832.27

1,400.28

431.99




Schedule of Local Regional District School Tax Payable

Increased by:
Levy - Calender Year 2016

Decreased by:
Payments

Schedule of Regional High School Tax Payable

Increased by:
2016 School Levy

Decreased by:
Payments

Balance - December 31, 2016

Townshipb of Walpack, N.J.

Currént Fund

Year Ended December 31, 2016 :

Ref.

A-3

A4

Current Fund

Year Ended December 31, 2016

Ref.

A-1:A-7

51

A-12

26,544.00

26,544.00

A-13

45,749.00

23,462.00

22,287.00




A-14
Township of Walpack, N.J.

Schedule of County Taxes Payable
Current Fund

Year Ended December 31, 2016

Ref.
Increased by: ‘
Levy A A-7 15,916.09
Less: Chapter 63, Laws of 1991 A-7 200.00
A-1 15,716.09
Decreased by:
Cash Disbursements A-4 15,716.09
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: A-15
Township of Walpack, N.J.

~ Schedule of Tax Overpayments
Current Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 A 177.40

Balance - December 31, 2016 A 177.40
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Grant

Recycling Tonnage

Township of Walpack, N.J.
Schedule of Grants Receivable
Federal and State Grant Fund

Year Ended December 31, 2016

Budget
Revenue

147.00
A-2

55

A-17

Transfer from
Unappropriated
Reserves

147.00

A-19



~ Township of Walpack, N.J.
Schedule of Appropriated Reserves for Grants
Federal and State Grant Fund

Year Ended December 31, 2016

A-18

Transfer
Balance From 2016 Balance
Grant Dec. 31. 2015 Budget Expended Dec. 31, 2016
Recycling Tonnage ‘ 257.00 147.00 261.00 143.00
A

A A-3 A-20
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A-19
Township of Walpack, N.J.
Schedule of Unappropriated Reserves for Grants
Federal and State Grant Fund

Year Ended December 31, 2016

Transfer to
Balance Appropriated
Grant Dec. 31,2015 Reserves Cancelled
Recycling Tonnage Grant 147.86 147.00 0.86
A A-17 A-20
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- Township of Walpack, N.J.
Schedule of Interfunds Receivables/(Payables)
'Federal and State Grant Fund

Year Ended December 31, 2016

A-20

Due From/(To) Due From/(To)
Balance Balance
Fund Dec. 31. 2015 Decreased Dec. 31, 2016
Current Fund 404.86 261.86 143.00
A A
Ref.
Appropriated Grants A-18 261.00
Grants Cancelled A-19 0.86

261.86
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Balance - December 31, 2015

Increase by Receipts:
Fees Collected
State Fees
Other Trust Funds

Total Receipts

Decreased by Disbursements:
Due to State Dept. of Health
Interfund - Current Fund

Total Disbursements

Balance - December 31, 2016

Township of Walpack, N.J. -

Schedule of Cash

Trust Funds

Year Ended December 31, 2016

B-1

Animal Other
Control Trust
Ref. Fund Funds
B 24.00
B-2 3.00
B-3 1.20
B-5 : 2,041.67
4.20 2,041.67
28.20 2,041.67
B-3 1.20
B-4 21.00
22.20
B 6.00 2,041.67
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Township of Walpack, N.J.
Reserve for Animal Control Fund Expenditures
Trust Funds

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 ‘ B
Increased by:
Municipal Fees Collected B-1
" Decreased by:
Due Current - Statutory Excess B-4
Balance - December 31, 2016 : B
License Fees Collected
Year
2015
2014
Schedule of Due to State Department of Health
Trust Funds
Year Ended December 31, 2016
Ref.
Increased by:
State Fees Collected B-1
Decreased by:
Cash Disbursed B-1
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B-2

$24.00

3.00

27.00

21.00

6.00

3.00
3.00

6.00

1.20

1.20



Township of Walpack, N.J. 7
Schedule of Interfund - Current Fund
"Trust Funds

Year Ended December 31,2016

B-4

Increased Decreased
Animal Control Trust 21.00 21.00
Ref.
Statutory Excess B-2 21.00
Cash Disbursements B-1 21.00
21.00 21.00
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. Township of Walpack, N.J.
Schedule of Other Trust Funds
Trust Funds

Year Ended December 31, 2016

Balance
Increased Dec. 31,2016

Reserve for Payroll Deductions Payable ‘ 2,041.67 2,041.67
| B-1 B
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Township of Walpack, N.J.
Schédule of Cash
General Capital Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 C
Increased by Receipts:
Interfund Current Fund C-3
Decreased by Disbursements:
Improvement Authorizations C-4
Balance - December 31, 2016 \ C

Schedule of Capital Improvement Fund
General Capital Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 C
Balance - December 31, 2016 C
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C-1

50,827.47

3,500.00

751.00

53,576.47

14,000.00

14,000.00




Township of Walpack, N.J.
Schedule of Due To/(From) Current Fund
General C‘apital Fund

Year Ended December 31, 2016

Increased by:
Reserve for Municipal Building

Decreased by:
Cash Receipts

Schedule of Reserve for Municipal Building
General Capital Fund

Year Ended December 31, 2016

Balance - December 31, 2015

Increased by:
Interfund Current Fund

Decreased by:
Cash Disbursements

Balance - December 3 1; 2016

Ref.

C-4

C-1

Ref.

C

C-3

C-1

64

3,500.00

3,500.00

C+4

26,827.47

3,500.00

751.00

29,576.47
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D-1
Township of Walpack, N.J.
Schedgle of Cash-Treasurer
Public Assistance Fund

Year Ended December 31, 2016

Ref.

Balance - December 31, 2015 D - 10,000.00

Increased by Receipts: ,
Interest Earned D-3 9.30
10,009.30

Decreased by Disbursements: :
Paid to Current D-3 9.30
Balance - December 31, 2016 D 10,000.00
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D2~

Township of Walpack, N.J.
Schedule of Cash and Reconciliation per N.J.S.A. 40A:5-5
Public Assistance Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2016 D-1 10,000.00
Increased by:

Cash Receipts 4.12
Decreased by:

Cash Disbursements 10,000.00
Balance - May 31, 2017 4.12
Reconciliation - May 31, 2017
Balance on Deposit per Statement of:

Lakeland Bank 4.12
Balance - May 31, 2017 4.12
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D-3
Township of Walpack, N.J.
Schedule of Reserve for P}lblic Assistance -
Public Assistance Fund

Year Ended December 31, 2016

Ref.
Balance - December 31, 2015 D 10,000.00
Increased by:
Interest Earned 7 D-1 9.30
10,009.30
Decreased by:
Paid to Current - D-1 9.30
Balance - December 31, 2016 D 10,000.00
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Ferraioli, Wielkotz, Cerullo & Cuva, PA

Charles J. Ferraioli, Jr., MBA, CPA, RMA Certified Public Accountants Newton Office
~ Steven D. Wielkotz, CPA, RMA 401 Wanaque Avenue 100B Main Street
~James J. Ceruilo, CPA, RMA » Pompton Lakes, New Jersey 07442 . Newton; N.J. 07860
Paul J. Cuva, CPA, RMA R 973-835-7900 , 973-579-3212

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 COMPLIANCE AND OTHER MATTERS
- BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN

ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Honorable Mayor and

Members of the Township, Committee
Township of Walpack

Walpack Center, N.J. 07881

We have audited, in accordance with auditing standards generally accepted in the United States of
America; audit requirements as prescribed by the Division of Local Government Services, Department
of Community Affairs, State of New Jersey; and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States, the financial
statements-regulatory basis of the Township of Walpack in the County of Warren as of and for the year
ended December 31, 2016 and the related notes to the financial statements, and have issued our report
thereon dated June 12, 2017, which was adverse due to being presented in accordance with New Jersey
regulatory basis of accounting. The regulatory basis opinion was qualified for the Fixed Asset account
. group not being audited.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements-regulatory basis, we considered the

- Township of Walpack’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 Walpack’s internal control. Accordingly, we do not express an op1n10n on the effectiveness
of the Township of Walpack’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or combination

- of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the entity’s financial statements will not be prevented, or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less
severe than a material weakness, yet important enough to merit attention by those charged with
governance. :
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Y




Honorable Mayor and
Members of the Township Committee
Page 2

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

We did identify certain deficiencies in internal control, described in the accompanying Schedule of
Findings and Responses as 2016-01, that we consider to be a significant deficiency.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Township of Walpack’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.

1

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

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

Feradoli, Weelkoty, Cenallo & Cuva, P4
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants

Newton, New Jersey
June 12, 2017
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TOWNSHIP OF WALPACK, N.J.

SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED DECEMBER 31, 2016

Summag of Auditor’s Results:

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

The audit did disclose a significant deficiency in the internal control of the Township.
- The Township was not subject to the single audit provisions of Uniform Guidance and State

Circular 15-08 OMB for 2016 as grant expenditures were less than the single audit thresholds
identified in the Circulars.

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

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

Finding 2016-01:

Segregation of Duties

The Township does not maintain an adequate segregation of duties within the Treasury
Department, Payroll Department and Tax Collection Office. Segregation of duties refers to
separating those functions that place too much control over a transaction or class of transactions
that would enable a person to misappropriate funds and prevent detection within a reasonable
period of time. The Chief Financial Officer controls disbursements of funds, has control of
checks, and reconciles bank statements. Inadequate segregation of duties was also found within
the Tax Collection Office. Within the payroll department, preparation of payroll, signing of
checks and bank reconciliation is also performed by one employee. These situations occur
because of the limited number of employees qualified to perform other accounting functions. The
Township was made aware of this lack on internal control and will consider strengthening
Internal Control within reason of the costs and benefits derived.

Recommendation:

That adequate segregation of duties within the Treasury Department, Payroll Department and Tax
Collection Department be maintained.

Management Response:

The Township will consider strengthening internal control within reason of costs, benefits derlved
~and budget constraints.

Findings and Questioned Costs for Federal Awards:
Not applicable

Findings and Questioned Costs for Stafe Awards:
Not applicable
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TOWNSHIP OF WALPACK, N.J.

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

The Township’s prior yeaf audit finding, 2015-01, regérding segregation of duties has not been
corrected and is included in the audit for the year ended December 31, 2016.

Finding 2015-01:

Condition:

Segregation of Duties

The Township does not maintain an adequate segregation of duties within the Treasury
Department, Payroll Department and Tax Collection Office. Segregation of duties refers to
separating those functions that place too much control over a transaction or class of transactions
that would enable a person to misappropriate funds and prevent detection within a reasonable
period of time. The Chief Financial Officer controls disbursements of funds, has control of
checks, and reconciles bank statements. Inadequate segregation of duties was also found within
the Tax Collection Office. Within the payroll department, preparation of payroll, signing of
checks and bank reconciliation is also performed by one employee. These situations occur
because of the limited number of employees qualified to perform other accounting functions. The
Township was made aware of this lack on internal control and will con51der strengthening
Internal Control within reason of the costs and benefits derlved

Current Status:

Corrective action has not been taken. The Township was made aware of this lack of internal
control and will consider strengthenmg internal control within reason of the costs and benefits
derived.
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COMMENTS AND RECOMMENDATIONS

GENERAL COMMENTS

Cash Balance
Cash balances in all funds were verified by independent certificates obtained from the depositories as
of December 31, 2016, and June 12, 2017, in connection with the supplemental reconciliations made

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

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

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

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

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

c. The Governor, in consultation with the Department of the Treasury, shall, no later than March 1 of

every fifth year beginning in the fifth year after the year in which P.L. 1999, c¢.440 takes effect, adjust

- the threshold amount and the higher threshold amount which the governing body is permitted to

establish, as set forth in subsection a. of this section, or the threshold amount resulting from any

adjustment under this subsection, in direct proportion to the rise or fall of the index rate as that term-
is defined in section 2 of P.L. 1971, ¢.198 (C.40A:11-2), and shall round the adjustment to the nearest -
$1,000. The Governor shall, no later than June 1 of every fifth year, notify each governing body of the

adjustment. That adjustment shall become effective on July 1 of the year in which it is made.”

N.J.S.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 blddlng therefore, except as is provided
otherwise in this act or specifically by any other law. The governing body of a contracting unit may,
by resolution approved by a majority of the governing body and subject to subsection b. and c. of this
section, disqualify a bidder who would otherwise be determined to be the lowest responsible bidder,
if the governing body finds that it has had prior negative experience with the bidder.”
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Contracts and Agreements Required to be Advertised for N.J.S.A. 40A:11-4 (continued)

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

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

The minutes indicated the bids were requested by public advertising per N.J.S.A. 40A:11-4. The
minutes also indicated that resolutions were adopted authorizing the awarding of contracts or
agreements for “Professional Services” per N.J.S.A. 40A:11-5.

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

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

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

COLLECTION OF INTEREST ON DELINQUENT TAXES AND ASSESSMENTS

The Statute R.S. 54:4-67 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 they would become delinquent.

The govermng body on January 5, 2016 adopted the followmg resolution authonzlng interest to be
charged on delinquent taxes.

BE IT RESOLVED by the Mayor and Committee of the Township of Walpack that the charge
of interest on all delinquent taxes be 8% per annum up to $1,500 and 18% per annum over
$1,500.

It was determined from a test of the Collector's record that interest was collected in accordance with the
forgoing resolution.
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DELINQUENT TAXES AND TAX TITLE LIENS
During 2016, there was no tax sale held.

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

Year Number of Liens
2016 -0-
2015 , , -0-
2014 -0-

VERIFICATION OF DELINQUENT TAXES AND OTHER CHARGES

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

The result of the test which was made as of December 31,2016 is not yet known, but a separate report will
be rendered if any irregularities are developed.

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

OTHER COMMENTS

Segregation of Duties

The Township does not maintain an adequate segregation of duties within the Treasury Department,
Payroll Department and Tax Collection Office. Segregation of duties refers to separating those functions
that place too much control over a transaction or class of transactions that would enable a person to
misappropriate funds and prevent detection within a reasonable period of time. The Chief Financial
Officer controls disbursements of funds, has control of checks, and reconciles bank statements.
Inadequate segregation of duties was also found within the Tax Collection Office. Within, the payroll
department, preparation of payroll, signing of checks and bank reconciliation is also performed by one
employee. These situations occur because of the limited number of employees qualified to perform other
accounting functions. The Township was made aware of this lack on internal control and will consider
strengthening Internal Control within reason of the costs and benefits derived.

Management Response:

The Township will consider strengthening internal control within reason of costs, beneﬁts derived
and budget constraints.
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OTHER COMMENTS (continued)

1.

Finance

Through our testing of vouchers, it was found that vouchers do not have a space for receiving

signatures.

Management Response:

The Chief Financial Officer stated that a space for receiving signatures on vouchers will be
implemented. ‘
The Township does not have a purchasing policy.

Management Response:
The Township will implement a purchasing policy.

The Towhship does not have a detailed listing of fixed assets for 2016, in accordance with Technical
Directive 85-2. -

Management Response:
The Township will have a Fixed Asset Company perform a valuation of the Township’s fixed assets.

The Township does not maintain a payroll agency analysis for the payroll fund.

Management Response:
The Chief Financial Officer will maintain a payroll agency analysis for the payroll fund in 2017.

76



RECOMMENDATIONS

1. That adequate segregation of duties within the Treasury Department, Payroll Department and Tax
Collection Department be mamtamed

2. That the Township implement a space for receiving signatures on vouchers.
3. That the Township implement a purchasing policy.

4, That the Township maintain a detailed fixed asset listing in accordance with Technical Directive
- 85-2.

5. That the Towﬁéhip maintain a payroll agency analysis for the payroll fund.

" Status of Prior Year's Audit Findings/Recommendations

A review was performed on all prior year's recommendations and corrective action was taken on all, with
the exception of the following:

1. That adequate segregation of duties Wlthln the Treasury Department Payroll Department and Tax
Collection Department be maintained.

2. Thatthe Township implement a space for receiving signatures on vouchers.

3. That the Township implement a purchasing policy.

The problems and weaknesses noted in this review were not of such magnitude that they would affect

our ability to express an opinion on the financial statements taken as a whole.

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

rZ

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

Femaioli, Weelhat;, Ceralle & Cuva, PAH
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
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