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INDEPENDENT AUDITORS’ REPORT 

Board of Fire Commissioners of the 
  Township of Franklin Fire District No. 1 
Somerset County, New Jersey 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and each major fund of 
the Township of Franklin Fire District No. 1, Somerset County, New Jersey, (the “District”), as of and for the year 
ended December 31, 2019, and the related notes to the financial statements, which collectively comprise the 
District’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 accounting principles generally accepted in the United States of America; this includes the design, 
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial 
statements that are free from material misstatement, whether due to error or fraud. 

Auditors’ Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted our 
audit in accordance with auditing standards generally accepted in the United States of America, the standards 
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General 
of the United States and the audit requirements prescribed by the Division of Local Government Services, 
Department of Community Affairs, State of New Jersey.  Those standards require that we plan and perform the 
audit to obtain reasonable assurance about whether the financial statements are free of material misstatement.  

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the 
financial statements. The procedures selected depend on the auditors’ 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 presentation of the 
financial statements in order to design audit procedures that are appropriate in the circumstances, but not for 
the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express 
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements.   

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

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective 
financial position of the governmental activities and each major fund of the District, as of December 31, 2019, 
and the respective changes in financial position for the year then ended in accordance with accounting principles 
generally accepted in the United States of America. 

Emphasis of Matter 

As discussed in Note 10 to the financial statements, on March 11, 2020, the World Health Organization declared 
a global pandemic as a result of the spread of the Coronavirus disease 2019 (“COVID-19”).  Our opinion is not 
modified with respect to that matter. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis and budgetary comparison information as listed in the table of contents be presented to 
supplement the basic financial statements. Such information, although not a part of the basic financial 
statements, is required by Governmental Accounting Standards Board, who considers it to be an essential part 
of financial reporting for placing the basic financial statements in an appropriate operational, economic, or 
historical context. We have applied certain limited procedures to the required supplementary information in 
accordance with auditing standards generally accepted in the United States of America, which consisted of 
inquiries of management about the methods of preparing the information and comparing the information for 
consistency with management’s responses to our inquires, the basic financial statements, and other knowledge 
we obtained during our audit of the basic financial statements. We do not express an opinion or provide any 
assurance on the information because the limited procedures do not provide us with sufficient evidence to 
express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively 
comprise the District’s basic financial statements. The Part III – Supplementary Information and Part IV – Other 
Supplementary Information, as listed in the table of contents, are presented for purposes of additional analysis 
and is not a required part of the basic financial statements. 

The schedules and information contained in Part III – Supplementary Information, as listed in the table of 
contents, are the responsibility of management and were derived directly from and related 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 statement themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the United States 
of America. In our opinion, the Part III – Supplementary Information is fairly stated in all material respects in 
relation to the basic financial statements taken as a whole. 

The schedules and information contained in Part IV – Other Supplementary Information, as listed in the table of 
contents have not been subjected to the auditing procedures applied on the audit of the basic financial 
statements and, accordingly we do not express an opinion or provide any assurance on them. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued a report dated December 14, 2020 on 
our consideration of the District’s internal control over financial reporting and our tests of its compliance with 
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that 
report is solely 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 the effectiveness of the District’s internal control 
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance with 
Government Accounting Standards in considering the District’s internal control over financial reporting and 
compliance. 

HODULIK & MORRISON, P.A. 
A division of PKF O’Connor Davies 
Certified Public Accountants 
Registered Municipal Accountants 

Andrew G. Hodulik 
Registered Municipal Accountant 
No. 406 

Cranford, New Jersey 
December 14, 2020 
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND 
ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
GOVERNMENT AUDITING STANDARDS 

INDEPENDENT AUDITORS’ REPORT 

Board of Fire Commissioners of the 
  Township of Franklin Fire District No. 1 
Somerset County, New Jersey 

We have audited, in accordance with auditing standards generally accepted in the United States 
of America; the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States and audit requirements as 
prescribed by the Division of Local Government Services, Department of Community Affairs, 
State of New Jersey, the financial statements of the governmental activities and each major fund 
of the Township of Franklin Fire District No. 1 (the “District”) as of and for the year ended 
December 31, 2019, and the related notes to the financial statements and have issued our report 
thereon dated  December 14, 2020. 

Internal Control Over Financial Reporting 

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

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the District’s financial statements 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 and audit requirements as prescribed by the Division of Local Government Services, 
Department of Community Affairs, State of New Jersey. 

We noted other matters involving internal control over financial reporting that we have reported 
to management of the District in the General Comments section of the Report of Audit.  

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 entity’s internal control or on compliance. This report is an integral part of an audit performed 
in accordance with Government Auditing Standards in considering the entity’s internal control 
and compliance, Accordingly, this communication is not suitable for any other purpose. 

HODULIK & MORRISON, P.A. 
A division of PKF O’Connor Davies 
Certified Public Accountants 
Public School Accountants 

Cranford, New Jersey 
December 14, 2020 
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PART I - REQUIRED SUPPLEMENTARY INFORMATION 
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FRANKLIN TOWNSHIP FIRE DISTRICT #1 
SOMERSET COUNTY, NEW JERSEY 

MANAGEMENT’S DISCUSSION AND ANALYSIS 
(Unaudited) 

December 31, 2019 

The Franklin Township Fire District #1 (the “District”) is not included in any other governmental “reporting 
entity” as defined by the GASB pronouncement, since fire commissioners are elected by the public and 
have decision-making capabilities within the District to levy taxes, the power to designate management, 
the ability to significantly influence operations and primary accountability for fiscal matters. The District is 
not considered a component-unit of the Township of Franklin, Somerset County, New Jersey (the 
“Township”). The District does not have any component-units. The following Management’s Discussion 
and Analysis of the activities and financial performance of the District provide an introduction to the 
financial statements of the District for the year ended December 31, 2019. Please read it in conjunction 
with the District’s financial statements and accompanying notes. 

The Management’s Discussion and Analysis is an element of the new reporting model adopted by the 
Governmental Accounting Standards Board (GASB) in their Statement No.34, Basic Financial 
Statements – and Management’s Discussion and Analysis – for State and Local Governments, issued 
June 1999 and amended by GASB Statement No. 37. Certain comparative information between the 
current year and the prior year is required to be presented in the MD&A. 

FINANCIAL HIGHLIGHTS 

The key financial highlights for the 2019 fiscal year include the following: 

Governmental funds reported a total fund balance of $6,716,604, which is an increase of 5.2% from last 
year’s total governmental fund balance.  The increase in total governmental fund balance was due 
primarily to the positive variance of budget appropriations and an increase in appropriations in the capital 
project funds. The general or operating fund balance was reported at $785,400 of which $250,000 was 
appropriated toward the 2020 budget, $31,133 is committed for year-end encumbrances and $5,100 is 
reserved for uniform fire safety fees.  The unassigned general fund balance is reported at $499,167. 
Total spending for all governmental funds was $3,739,368. Total revenues were $4,071,313, resulting in 
an excess of revenues over expenditures of $331,945 for the year.  

In total, net position increased $331,945, which represents a 5.2% increase from calendar year 2018. 

OVERVIEW OF THE FINANCIAL STATEMENTS 

The District is a self-supporting entity and follows enterprise fund reporting. The District’s financial 
statements are presented using the economic resources measurement focus and the accrual basis of 
accounting in accordance with generally accepted accounting principles by the GASB. Enterprise fund 
statements reflect short- and long-term financial information about the activities and operations of the 
District.  These statements are presented in a manner similar to a private business. While detailed sub-
fund information is not presented, separate accounts are maintained for each program and certain 
restricted funds or accounts have been established as required by bond resolutions and agreements. 
See the notes to the financial statements for a summary of the District’s significant accounting policies. 
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FINANCIAL ANALYSIS OF THE DISTRICT 

The Fire District’s Governmental Activities net position were $6,716,604 at December 31, 2019 
representing an increase of $331,945 (5.2%) compared to calendar year 2018.  Our analysis below 
focuses on the net position and change in net position of the fire district’s governmental activities. 

Financial Position. The following table summarizes the changes in financial position between 
December 31, 2019 and 2018: 

$ Increase/ % Increase/
2019 2018 (Decrease) (Decrease)

Cash and Equivalents 3,472,496$    2,853,231$  619,265$   21.7%
Capital Assets 3,368,430      3,535,250  (166,820)  -4.7%

Total assets 6,840,926  6,388,481  452,445  7.1%

Current - 
Liabilities 124,322  3,822  120,500  3152.8%

Total Liabilities 124,322  3,822  120,500  3152.8%

Net Position
Net Investments in Capital Assets 3,368,430  3,535,250  (166,820)  -4.7%
Restricted for Capital Projects 2,562,774  1,848,180  714,594  38.7%
Unrestricted 785,400  1,001,229  (215,829)  -21.6%
Total Net Position 6,716,604$    6,384,659$  331,945$   5.2%

Results of Operations. The following table summarizes the changes in results of operations between 
fiscal years 2019 and 2018: 

$ Increase/ % Increase/
2019 2018 (Decrease) (Decrease)

Revenues
District Taxes 4,011,563$    3,932,905$  78,658$   2.0%
Miscellaneous 59,750       342,007  (282,257)  -82.5%

Total Revenues 4,071,313  4,274,912  (203,599)  -4.8%

Expenditures
Operating Appropriations 3,223,168  708,374  2,514,794  355.0%
Unallocated depreciation/debt 516,200  554,400  (38,200)  -6.9%

Total Expenditures 3,739,368  1,262,774  2,476,594  196.1%

Excess/(Deficit) of Revenues
Over Expenditures 331,945  3,012,138  (2,680,193)  -89.0%

Change in Net  Position 331,945$       3,012,138$  (2,680,193)$  -89.0%

Revenues consist mainly of district taxes. Revenue decrease between 2019 and 2018 is mainly 
attributable to decrease in miscellaneous revenues in 2019. Miscellaneous decrease is due to 
cancellation of accounts payable made in 2018 that were not made in 2019. 
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General Fund Budgetary Highlights 

During the year, the fire district revises its budget as it attempts to deal with unexpected changes in 
revenues and expenditures. The fire district approves budget changes/transfers during the final two 
months of the year.  Although the district’s projected budget for the general fund anticipated that 
revenues and expenditures would be roughly equal, the actual results for the year show a surplus. 

Actual revenues reflect an unfavorable variance of $20,322.  This is due primarily to the following factors: 

• Non-Emergency Usage Income

CAPITAL ASSETS 

At December 31, 2019, the fire district had $3,368,430 invested in capital assets, net of depreciation. 

DEBT ADMINISTRATION 

The District has no debt as of the date of this report. 

FACTORS AFFECTING THE DISTRICT’S FUTURE 

The increasing cost of other operating expenses present an on-going budgetary challenge for the 
District.  The District’s struggle will be to balance its budget within the 2.0% tax levy cap. 

CONTACTING THE DISTRICT’S MANAGEMENT 

This financial report is designed to provide Franklin Township residents and taxpayers, and the District’s 
customers, investors and creditors, with a general overview of the District’s finances and to demonstrate 
the District’s accountability for the money it receives. If you have questions about this report or need 
additional information, please contact the Office Manager, Franklin Township Fire District #1, 370 
Campus Drive, P.O. Box 5163, Somerset, New Jersey, 08875-5163. 
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BASIC FINANCIAL STATEMENTS 
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Exhibit - A

CAPITAL
GENERAL PROJECTS ADJUSTMENTS STATEMENT OF

ASSETS FUND FUND TOTAL (NOTE 1O) NET POSITION

Cash and Cash Equivalents $ 3,472,496.16    $ $ 3,472,496.16    $ $ 3,472,496.16      
Interfund Accounts Receivable 2,562,774.26    2,562,774.26    (2,562,774.26)   - 
Capital Assets, net of 
  accumulated depreciation 3,368,430.00    3,368,430.00      

Total Assets $ 3,472,496.16    $ 2,562,774.26    $ 6,035,270.42    805,655.74       6,840,926.16      

LIABILITIES AND NET POSITION

Liabilities:
  Due to Township of Franklin $ 3,822.09           $ $ 3,822.09           3,822.09 
  Reserve for Sale of Assets 120,500.00       120,500.00       120,500.00         
  Interfund Accounts Payable 2,562,774.26    2,562,774.26    (2,562,774.26)   - 

Total Liabilities 2,687,096.35    - 2,687,096.35 (2,562,774.26)   124,322.09         

Fund Balances/Net Position:
  Fund Balances:
    Restricted:
      For Capital Projects 2,562,774.26    2,562,774.26    (2,562,774.26)   
      For Uniform Fire Safety Act Fees 5,100.00           5,100.00           (5,100.00)          
  Committed Fund Balance:
      Year-end Encumbrances 31,132.39         31,132.39         (31,132.39)        
    Assigned:
      Designated for Subsequent
        Year's Expenditures 250,000.00       250,000.00       (250,000.00)      
      Unassigned 499,167.42       499,167.42       (499,167.42)      

Total Fund Balances 785,399.81       2,562,774.26    3,348,174.07    (3,348,174.07)   - 

Total Liabilities and Fund Balances $ 3,472,496.16    $ 2,562,774.26    $ 6,035,270.42    

Net Position
Net Investment in Capital Assets 3,368,430.00    3,368,430.00      
Restricted for

Capital Projects 2,562,774.26    2,562,774.26      
Other Purposes 36,232.39         36,232.39           

Unrestricted 749,167.42       749,167.42         

Total Net Position $ 6,716,604.07    $ 6,716,604.07      

Note:  See Notes to Financial Statements

TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

GOVERNMENTAL FUNDS BALANCE SHEET/STATEMENT OF NET POSITION
DECEMBER 31, 2019
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Exhibit - B

CAPITAL
GENERAL PROJECTS ADJUSTMENTS STATEMENT OF

FUND FUND TOTAL (NOTE 1O) ACTIVITIES

Expenditures:
  Operating Appropriations $ 2,520,462.31 $ $ 2,520,462.31 $ 702,705.96           $ 3,223,168.27            
  Depreciation - 516,200.00           516,200.00 
  Capital Appropriations 1,052,085.96 1,052,085.96 (1,052,085.96) - 

Total Expenditures 2,520,462.31 1,052,085.96 3,572,548.27 166,820.00           3,739,368.27            

Revenues:
  District Taxes $ 4,011,563.00 $ $ 4,011,563.00 $ $ 4,011,563.00            
  Millstone Borough Service Fee 37,674.64 37,674.64 37,674.64 
  Interest on Investments on Deposits 7,100.68 7,100.68 7,100.68 
  Supplemental Fire Services Act Grant 5,550.00 5,550.00 5,550.00 
  Sale of Equipment 9,425.00 9,425.00 9,425.00 

Total Revenues 4,071,313.32 - 4,071,313.32 - 4,071,313.32 

Excess (Deficiency) of Revenues
  Over (Under) Expenditures 1,550,851.01 (1,052,085.96)    498,765.05 (166,820.00) 331,945.05 

Other Financing Sources (Uses):
  Operating Transfers In 1,766,680.00 1,766,680.00     
  Operating Transfers Out (1,766,680.00)    (1,766,680.00)    

Total Other Financing Sources (Uses) (1,766,680.00)    1,766,680.00 - - - 

Excess (Deficiency) of Revenues and Other
  Financing Sources Over (Under)
    Expenditures and Other Financing Uses (215,828.99)       714,594.04 498,765.05 (498,765.05) 
  Change in Net Position 331,945.05           331,945.05 

Fund Balances/Net Position, January 1 1,001,228.80 1,848,180.22 2,849,409.02 6,384,659.02            

Fund Balances/Net Position, December 31 $ 785,399.81 $ 2,562,774.26 $ 3,348,174.07 $ - $ 6,716,604.07            

Note:  See Notes to Financial Statements

TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

STATEMENT OF GOVERNMENTAL FUND REVENUES, EXPENDITURES
AND CHANGES IN FUND BALANCES/STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2019
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

The financial statements of the Township of Franklin Fire District No. 1 have been prepared 
in conformity with generally accepted accounting principles (GAAP) as applicable to 
governmental units.  The Governmental Accounting Standards Board (GASB) is the 
accepted standard-setting body for establishing governmental accounting and financial 
reporting principles.  The more significant of the District's accounting policies are described 
below. 

The accounting policies of the Township of Franklin Fire District No. 1(“the District”) conform 
to the accounting principles applicable to special districts, which have been prescribed by the 
Division of Local Government Services, Department of Community Affairs, State of New 
Jersey ("the Division").  The Division has determined that special districts are separate 
entities for purposes of financial reporting.  Accordingly, the Township of Franklin Fire District 
No. 1 is not considered a component unit of any other governmental unit for financial 
reporting purposes.  

A. Reporting Entity

The District was organized under the laws of the State of New Jersey relating to Fire Districts
and established pursuant to N.J.S.A. 40A: 14-70, et seq.  The District receives funding from
local and state government sources and must comply with the concomitant requirements of
these funding source entities.  However, the District is not included in any other
governmental “reporting entity” as defined by the GASB pronouncement, since fire
commissioners are elected by the public and have decision-making capabilities within the
District to levy taxes, the power to designate management, the ability to significantly
influence operations and primary accountability for fiscal matters.  In addition, there are no
component units, as defined in Governmental Accounting Standards Board Statement 14,
which are included in the District’s reporting entity.

B. Basic Financial Statement Presentation

The District-wide financial statements (i.e. the Statement of Net Position and the Statement
of Activities) display information about the reporting government as a whole. These
statements include all the financial activities of the District, except for the fiduciary funds. The
Fiduciary Funds are only reported in the Statements of Fiduciary Net Position at the Fund
Financial Statement level.

The Statement of Activities demonstrates the degree to which the direct expenses of a given
function or segment are offset by program revenues. Direct expenses are those that are
clearly identifiable with a specific function or segment. Program revenues include charges to
customers or applicants who purchase, use, or directly benefit from goods, services, or
privileges provided by a given function or segment and grants and contributions that are
restricted to meeting the operational; or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are
reported instead as general revenues.
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.) 

B. Basic Financial Statement Presentation (cont’d.)

Pursuant to single-program government reporting, the District has elected to combine the
following: 1. statement of net position and balance sheet for governmental funds; 2.
statement of activities and revenues, expenditures, and changes in fund balance for
governmental funds.

The fiduciary funds are presented in the fiduciary fund financial statements by type (agency).
Since by definition these assets are being held for the benefit of a third party (other local
governments, private parties, pension participants, etc.) and cannot be used to address
activities or obligations of the District, these funds are not incorporated into the District-wide
statements.

C. Fund Accounting

The accounts of the District are organized on the basis of funds or account groups, each of
which is considered a separate accounting entity.  The operations of each fund are
accounted for with a separate set of self-balancing accounts that comprise its assets,
liabilities, reserves, fund balance, revenues and expenditures or expenses as appropriate.
The various funds are summarized by type in the financial statements.  The District uses the
following fund types:

Governmental Fund Types

General Fund - The General Fund is the general operating fund of the District and accounts
for all revenues and expenditures of the District not encompassed within other funds.  All
general tax revenues and other receipts that are not allocated by law or contractual
agreement to some other fund are accounted for in this fund.  General operating
expenditures and the capital improvement costs that are not paid through other funds are
paid from the General Fund. The District budgets for capital appropriations, which includes
reserves for future capital outlays. The amount raised in the budget for these items are
included as reserves of fund balance within the General Fund.

Capital Projects Fund - The Capital Projects Fund is used to account for all resources for the
acquisition of capital facilities, including property, plant and equipment spanning more than
one budgetary accounting period, by the District.
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.) 

D. Basis of Accounting and Measurement Focus

The accounting and financial reporting treatment applied to a fund is determined by its
measurement focus.  All governmental fund types are accounted for using a current financial
resources measurement focus.  With this measurement focus, only current assets and
current liabilities generally are included on the balance sheet.  Operating statements of these
funds present increases (i.e., revenues and other financing sources) and decreases (i.e.
expenditures and other financing uses) in net current assets.

The governmental fund types follow the modified accrual basis of accounting.  Under the
modified accrual basis of accounting, revenues are recorded when susceptible to accrual,
i.e., both measurable and available.  Available means collectible within the current period or
soon enough thereafter to be used to pay liabilities of the current period.  Expenditures, other
than interest on long-term debt, are recorded when the related fund liability is incurred, if
measurable.

Revenues from local sources consist primarily of property taxes.  Property tax revenues and 
revenues received from the state are recognized when susceptible to accrual.  Miscellaneous 
revenues are recorded as revenue when received in cash because they are generally not 
measurable until actually received.  Investment earnings are recorded as earned since they 
are measurable and available. 

E. Budgets/Budgetary Controls

The District is required by state law to adopt an annual budget for the General Fund. Formal
budgetary integration into the accounting system is employed as a management control
device during the year.  For governmental funds there are no substantial differences between
the budgetary basis of accounting and generally accepted accounting principles.
Encumbrance accounting is also employed as an extension of formal budgetary integration in
the governmental fund types.

F. Encumbrances

Encumbrances are not liabilities and, therefore, are not recorded as expenditures until
receipt of material or service.  Under encumbrance accounting, purchase orders, contracts
and other commitments for the expenditure of resources are recorded to reserve a portion of
the applicable appropriation.  Open encumbrances in governmental funds are reported as
reservations of fund balances at year-end as they do not constitute expenditures or liabilities
but rather commitments related to unperformed contracts for goods and services.  The
encumbered appropriation the District carries over into the next year.  For budgetary
purposes, an entry will be made at the beginning of the next year to increase the
appropriation reflected in the certified budget by the outstanding encumbrance amount as of
the current year-end.
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.) 

G. Cash and Cash Equivalents

Cash and cash equivalents include interest bearing accounts and short-term investments
with a maturity of three months or less carried at cost, which approximates market.

N.J.S.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of
governmental units. The statute requires that no governmental unit shall deposit public funds
in a public depository unless such funds are secured in accordance with the Act.  Public
depositories include Savings and Loan institutions, banks (both state and national banks)
and savings banks the deposits of which are federally insured.  All public depositories must
pledge collateral, having a market value at least equal to five percent of the average daily
balance of collected public funds, to secure the deposits of Governmental Units.  If a public
depository fails, the collateral it has pledged, plus the collateral of all other public
depositories, is available to pay the full amount of their deposits to the Governmental Units.

H. Interfund Receivables/Payables

Interfund receivables and payables arise from interfund transactions and are recorded by all
funds affected in the period in which transactions are executed.  Interest is not accrued for
these receivables/payables.

I. Inventories of Supplies

Purchases of materials and supplies are recognized and recorded as expenditures when
they are acquired, regardless of when used.  The cost of inventories included on the balance
sheet is equally offset by a fund balance reserve account.

J. Prepaid Expenses

The cost of prepaid insurance and other similar items extending over more than one
accounting period is accounted for as expenditures of the period of acquisition and not
allocated between or among accounting periods.  The amount of such prepayments recorded
on the balance sheet is equally offset by a fund balance reserve account.

K. Employee Benefits

Vacation, sick pay and other employee benefits are recorded as expenditures when paid.

L. Capital Assets

Capital assets are capitalized at historical cost, or estimated historical cost for assets where
actual historical cost is not available. Donated assets are recorded as capital assets at their
estimated fair market value at the date of the donation. The district maintains a threshold
level of $5,000 or more for capitalizing capital assets. The system for accumulation of fixed
assets cost data does not provide the means for determining the percentage of assets
valued at actual and those valued at estimated cost.
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

L. Capital Assets (cont’d.)

Capital assets are recorded in the District-wide financial statement, but are not reported in
the Fund financial statements. Capital assets are depreciated using the straight-line method
over their estimated useful lives. Since surplus assets are sold for an immaterial amount
when declared as no longer needed for public school purpose by the District, no salvage
value is taken into consideration for depreciation purpose. Useful lives vary from 20 to 50
years for land improvements and buildings, and 5 to 15 years for equipment.

The District does not possess any material amounts of infrastructure capital assets such as
sidewalks and parking lots. Such items are considered to be part of the cost of building or
other reportable improvable property.

M. Fund Equity

Reserves represent those portions of fund equity not appropriable for expenditures or legally
segregated for a specific future use.  Designated fund balances represent plans for future
use of financial resources.

N. Net Position

Net position represents the difference between the assets and liabilities in the District-wide
financial statements. Net investment in capital assets consists of capital assets, net of
accumulated depreciation, reduced by outstanding balance of any long-term debt used to
build or acquire the capital assets. Net position is reported as restricted in the District-wide
financial statement when there are limitations imposed on their use through external
restrictions imposed by creditors, grantors, or laws or regulations of other governments.
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 1:  SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT'D.) 

O. Reconciliation of Adjustments

The following adjustments/reclassifications were required for the combining of the
government-wide and fund financial statements in accordance with GASB:

Statement of Net Position and Governmental Fund Balance Sheet:

From Adjustment To

Interfund Accounts Receivable 2,562,774$  (2,562,774)$ -$           

Capital Assets, net of accumulated depreciation - 3,368,430 3,368,430   

Interfund Accounts Payable 2,562,774 (2,562,774) -             

Fund Balance
   Restricted
      Uniform Fire Safety Act Fees 5,100          (5,100)          -             
   Committed: Encumbrances 31,132        (31,132)        -             
   Assigned 2,812,774 (2,812,774)   -             
   Unassigned 499,168      (499,168)      -             

Net Position
   Net Investment in Capital Assets - 3,368,430 3,368,430   
   Restricted for - 
     Capital Projects 2,562,774 2,562,774   
     Other Purposes 36,232         36,232 
   Unrestricted - 749,168 749,168      

Statement of Activities and Governmental Revenues, Expenditures, and Changes in Fund 
Balance: 

From Adjustment To
Expenditures
   Operating Appropriations 2,511,037$  702,706$     3,213,743$ 
   Depreciation Expense - 516,200 516,200      
   Capital Appropriations 1,052,086 (1,052,086) -             

Excess/(Deficiency) of Revenues
   over/(under Expenditures 619,265      (166,820)      452,445      

Excess/(Deficiency) of Revenues
  and Other Financing Sources
   over/(under) expenditures and other 
   financing uses 619,265      (619,265)      -             
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 2:  DEPOSITS AND INVESTMENTS 

Deposits 

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey 
that are insured by the Federal Deposit Insurance Corporation (FDIC), or by any other 
agencies of the United States that insures deposits or the State of New Jersey Cash 
Management Fund. 

New Jersey statutes require public depositories to maintain collateral for deposit of public 
funds that exceed insurance limits as follows: 

The market value of the collateral must equal 5 percent of the average daily balance of public 
funds; or 

If the public funds deposited exceed 75 percent of the capital funds of the depository, the 
depository must provide collateral having a market value equal to 100 percent of the amount 
exceeding 75 percent. 

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan 
Bank Board or a banking institution that is a member of the Federal Reserve System and has 
capital funds of not less than $25,000,000.  The State of New Jersey Cash Management 
Fund is authorized by statute and regulations of the State Investment Council to invest in 
fixed income and debt securities that mature within one year.  Collateralization of fund 
investments is generally not required. 

At December 31, 2019, the book value of the District’s cash and investments was $3,472,496 
and the bank balances of the District’s cash and deposits amounted to $3,554,621. Of the 
bank balance, $500,000 was FDIC insured and $2,500,265 was GUDPA insured. 

Custodial Credit Risk – Deposits - Custodial credit risk is the risk that in the event of a bank 
failure, the District’s deposits may not be returned to it.  The government does not have a 
deposit policy for custodial credit risk.  As of December 31, 2019, based upon the insured 
balances as provided by FDIC and NJGUDPA coverage, no amount of the District’s bank 
balance of $3,554,621 was considered exposed to custodial risk.  

Credit Risk – GASB 40 requires that disclosures be made as to the credit rating of all debt 
security investments except for obligations of the U.S. government or obligations explicitly 
guaranteed by the U.S. government. This is the risk that an issuer or other counterparty to an 
investment will not fulfill its obligations.  

Interest Rate Risk – This is the risk that changes in interest rates will adversely affect the fair 
value of an investment. The District does not have a formal policy that limits investments 
maturities as a means of managing its exposure to fair value losses arising from interest rate 
fluctuations. 
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 2: DEPOSITS AND INVESTMENTS (CONT'D.) 

Investments 

New Jersey statutes permit the District to purchase the following types of securities: 

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

2. Government money market mutual funds;

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

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

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

6. Local government investment pools;

7. Deposits with the State of New Jersey Cash Management Fund established pursuant to
section 1 of P.L. 1997, c. 281 (C.52: 18A-90.4); or

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

a. the underlying securities are permitted investments pursuant to paragraphs (1) and (3);

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

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

d. the underlying securities are purchased through a public depository as defined in section
1 of P.L. 1970, c. 236 (C.19:9-41) and for which a master repurchase agreement providing
for the custody and security of collateral is executed.
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 3: CAPITAL ASSETS NOTE DISCLOSURE 

The following is disclosure of information about capital assets. Capital asset activity for the 
year ended December 31, 2019 was as follows: 

Beginning Ending
Balance Additions Retirements Balance

Governmental Activities:
Equipment 9,792,000$     349,380$    -$          10,141,380$   

Totals at Hoistorical Cost 9,792,000       349,380 - 10,141,380 

Less Accumulated Depreciation for:
Equipment 6,256,750       516,200 - 6,772,950 

Total Accumulated Depreciation 6,256,750       516,200 - 6,772,950 
Total Capital Assets Being Depreciated
  (Net of Accumulated Depreciation) 3,535,250       (166,820)    - 3,368,430 

Governmental Activities Capital
Assets, Net 3,535,250$     (166,820)$  -$          3,368,430$     

• Depreciation expense was charged to governmental functions as follow:

Unallocated  $516,200 
Note 4: PENSIONS 

The Fire District reported no pensionable employees for the fiscal year ended December 31, 
2018. 

Employees of the District would be enrolled in the Public Employees Retirement System 
(PERS).  The Division of Pensions in the Department of the Treasury, State of New Jersey, 
administers the PERS plan.  The plan is funded annually based on the projected benefit 
method with aggregate level normal cost and frozen initial unfunded accrued liability.  The 
plan, which covers public employees throughout the State, does not maintain separate 
records for each reporting unit and, accordingly, the actuarial data for the employees of the 
District who are members of the plan is not available. 

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 for PERS.  The financial reports may be obtained by writing to the 
State of New Jersey, Department of the Treasury, Division of Pension and Benefits, P.O. Box 
295, Trenton, New Jersey 08625-0295. 

Note 5: POST-EMPLOYMENT BENEFIT PLANS OTHER THAN PENSION PLANS – HEALTHCARE 
BENEFITS 

Plan Description: The Franklin Township Fire District No 1 has one employee who may 
become eligible for postemployment health benefits and currently has no retirees eligible for 
postemployment benefits. The District provides health benefits and thus any postemployment 
health benefits, through an internal services agreement with the Township of Franklin, which 
provides health benefits to its employees through a premium-based traditional risk transfer 
employee health insurance program. Benefit provisions for the Township are established and 
amended through negotiations between the Township and the respective unions, along with 
prior negotiated contracts. 
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 5: POST-EMPLOYMENT BENEFIT PLANS OTHER THAN PENSION PLANS – HEALTHCARE 
BENEFITS (CONT'D.)  

All active employees who retire from the Township/District and meet the eligibility criteria will 
receive these benefits. 

An actuarial company has calculated the actuarial obligations and accrual expenses in 
accordance with Governmental Accounting Standards Board Statement 45. That report may be 
obtained by writing to:  Township of Franklin 475 DeMott Lane, Somerset, NJ 08873. 

Note 6: INTERFUND RECEIVABLES AND PAYABLES 

Interfund receivable and payable balances at December 31, 2019, were as follows: 

Interfund Interfund 
Fund Receivable Payable 

General Fund $ $ 2,562,774 
Capital Projects Fund 2,562,774 

$ 2,562,774 $ 2,562,774 

The above interfund reflects the maintenance of a single bank account for investing and 
record keeping convenience, and is not indicative of an unrecorded residual equity transfer. 

Note 7: LENGTH OF SERVICE AWARD PROGRAM (LOSAP) 

The District has authorized the enactment of a Length of Service Award Program by 
Resolution 98-30.  The LOSAP program was placed on the ballot at the annual election and 
was approved by the voters.  For the years 2019 and 2018, a budget appropriation of 
$155,000 respectively was made.   

The authorized LOSAP program has been established in accordance with New Jersey 
Statute, which can be found beginning at N.J.A.C. 5:30-14.1.  The LOSAP program shall 
provide for an annual contribution to a tax deferred income account for each eligible 
volunteer member that satisfies the criteria as adopted by the District and certified by the fire 
chief.  One year of service shall be credited under the program for each calendar year in 
which an active emergency volunteer accumulates at least fifty (50) points.  Points can be 
earned by attending training courses, drills, meetings and work details, holding elected or 
appointed positions, participating in department responses and any other miscellaneous 
activities approved by the chief.  For each of the above categories, maximums are 
established that require the volunteer to participate in multiple events in order to obtain the 
required points for attainment of the year of service credit.  The annual contribution amount 
for each year of active service shall be $1,150.00. In 2019, the annual contribution was 
raised to $1,717.  

All amounts awarded under the LOSAP program remain the asset of the District and the 
obligation of the District to participating volunteers shall be contractual only.  All money shall 
be subject to the claims of the District’s general creditors until distributed to any or all 
participants.  Emergency volunteers are not able to receive a distribution of funds until the 
completion of a five-year vesting period.   
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 7: LENGTH OF SERVICE AWARD PROGRAM (LOSAP) (CONT'D.) 

If a volunteer fails to vest or terminates association with the District prior to the completion of 
the five-year vesting period, the funds placed in the LOSAP account on behalf of the 
volunteer shall revert to the District, not the volunteer. 

On September 24, 2001, the Board accepted resolution 01-19 approving Lincoln Financial 
Group. The contractor shall post a bond of not less than 100 percent of the amount of funds 
managed by the contractor and will provide evidence of appropriate liability insurance and 
errors and omissions insurance. The District shall have a review of the contractor 
administered LOSAP program as part of the annual audit.  The review of the plan shall be 
made in accordance with the Statement of Standards for Accounting and Review Services 
issue by the American Institute of Certified Public Accountants. Accordingly, the LOSAP 
Program is unaudited. 

Note   8: RELATED PARTY TRANSACTIONS 

The District receives a substantial amount of its support from local and state governments. 
In the event of significant reductions in the levels of this support, the District’s ability to 
provide services at current levels may be adversely effected. 

Note   9: COMMITMENTS AND CONTINGENCIES 

During 2019, the Fire District made payments of $109,000.00 to each of the four volunteer 
fire companies within the District. These amounts were included in the District’s annual 
budget and are intended to assist the volunteer companies for facilities maintenance, fire 
inspections and administrative costs. These annual payments are subject to appropriation in 
the District budget. 

The District is a lessee under a five-year lease for the rental of office and storage space 
commencing April 1, 2015 and terminating on March 31, 2020. The contract provides for 
monthly payments ranging from $1,970.00 per month to $3,663.75 per month. For the years 
ended December 31, 2019 and 2018 rent charged to income totaled $43,965 and $43,965. 

Future minimum rental payments are as follows: 

Year Ending December 31 

Through March 31, 2020 $10,991 
Total  $10,991 

Note 10: FUND BALANCE APPROPRIATED 

General Fund – Of the $785,400 General Fund fund balance at December 31, 2019, 
$250,000 has been appropriated and included as anticipated revenue for the year 2020, 
$5,100 is for Uniform Fire Safety Act Fees, $31,133 is reserved for year-end encumbrances 
and $499,167 is unassigned. 
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 

NOTES TO FINANCIAL STATEMENTS 
FOR THE YEAR ENDED DECEMBER 31, 2019 

Note 10: FUND BALANCE APPROPRIATED (CONT'D.) 

Capital Projects Fund – Of the $2,562,744 Capital Projects Fund fund balance at December 
31, 2019, $12,110 is designated for the purchase of traffic control devices, $27,108 is 
designated for the purchase of fire reporting software, $1,503 is designated for the purchase 
of breathing air compressor, $3,760 is designated for the purchase of turnout gear, $63,732 
is designated for the purchase of GIS software, $178,005 is designated or the purchase of a 
rescue vehicle for station 56, $751,066 is designated for the purchase of Apparatus 26-1, 
$267,258 is designated for radio infrastructure upgrades, $72,658 is designated for the 
purchase of truck improvements, $42,944 is designated for the purchase of computer 
hardware, $72,676 is designated for office improvement’s and relocation, $17,245 is 
designated for the purchase of fire hoses, $5,124 is designated for Hazmat Station 26, $119 
is designated for chief vehicles A cars, $5,750 is designated for chief vehicles B cars, $1,625 
is designated for district forcible entry system, $26,852 is designated for the GIS system, 
$22,199 is designated for the purchase of various equipment, $215,109 is designated for the 
van/utility vehicle replacement, $25,884 is designated for the ICV replacement, $750,000 is 
designated for a pumper replacement and $47 is designated for the aerial support/drone 
program. 

Note 11: PENDING LITIGATION 

The District is involved in claims and lawsuits, which are generally defended through the 
District’s insurance carrier. Certain claims are in their discovery stage and the potential 
financial exposure to the District, if any, cannot currently be ascertained. Management 
indicates there was no litigation pending which, in the event of an adverse or unfavorable 
outcome, would materially impair the financial position of the Franklin Township Fire District 
No. 1.   

Note 12: SUBSEQUENT EVENTS 

Subsequent to year end, the COVID-19 (coronavirus) pandemic has resulted in substantial 
economic volatility on a global scale. As a result, the Borough’s economically sensitive 
revenues (i.e. interest earnings and state and aid) might be negatively impacted. Meanwhile, 
the District’s expenditures for firefighting services would be expected to increase sharply. 
None of these factors were taken into consideration in the development of the fiscal year 
2020 adopted budget. Given the uncertainty around the extent and timing of the potential 
future spread or mitigation of the coronavirus and around the imposition or relaxation of 
protective measures, management cannot reasonably estimate the actual impact on 
the District‘s financial position at this time. 

Reviews of events subsequent to the date of the financial statements and through December 
14, 2020 indicated no matters for which additional disclosure are required. 
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL SCHEDULE OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
(BUDGETARY BASIS)

FOR THE YEAR ENDED DECEMBER 31, 2019

ORIGINAL MODIFIED VARIANCE
2019 2019 2019 FAVORABLE

BUDGET BUDGET ACTUAL (UNFAVORABLE)
Revenues:
  Fund Balance Appropriated:
    Unreserved Fund Balance $ 283,717.00       $ 283,717.00       $ 283,717.00         $ - 

      Total Fund Balance Anticipated 283,717.00       283,717.00       283,717.00         - 

  Miscellaneous Anticipated Revenues:
    Millstone Borough Service Fee 38,000.00         38,000.00         37,674.64           (325.36)             
    Non-Emergency Usage Income 25,000.00         25,000.00         3,477.50             (21,522.50)        
    Interest on Investments and Deposits 2,500.00           2,500.00           7,100.68             4,600.68           

      Total Miscellaneous Anticipated Revenues 65,500.00         65,500.00         48,252.82           (17,247.18)        

  Operating Grant Revenue:
    Supplemental Fire Services Act (P.L. 1985, Ch. 295) 5,550.00           5,550.00           5,550.00             - 
    Township of Franklin  - Fire Code Penalties 3,500.00           3,500.00           (3,500.00)          

      Total Operating Grant Revenue 9,050.00           9,050.00           5,550.00             (3,500.00)          

  Miscellaneous Revenues Not Anticipated:
    Sale of Retired Apparatus 9,000.00           9,000.00           9,425.00             425.00 

    Total Miscellaneous Revenues Not Anticipated: 9,000.00           9,000.00           9,425.00             425.00 

  Amount to be Raised by Taxation:
    District Taxes 4,011,563.00    4,011,563.00    4,011,563.00      - 

      Total Amount to be Raised by Taxation 4,011,563.00    4,011,563.00    4,011,563.00      - 

Total Revenues 4,378,830.00    4,378,830.00    4,358,507.82      (20,322.18)        

Expenditures:
  Operating Appropriations:
    Administration
      Salaries and Wages
        Commissioners 36,000.00         36,000.00         36,000.00           - 
        Administrative Aid 62,000.00         59,440.00         59,440.00           - 

      Total Administration Salaries and Wages 98,000.00         95,440.00         95,440.00           - 
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL SCHEDULE OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
(BUDGETARY BASIS)

FOR THE YEAR ENDED DECEMBER 31, 2019

ORIGINAL MODIFIED VARIANCE
2019 2019 2019 FAVORABLE

BUDGET BUDGET ACTUAL (UNFAVORABLE)
Expenditures (Cont'd.):
  Operating Appropriations (Cont'd.):
    Administration
      Other Expenses
        Election $ 6,200.00           $ 6,200.00           $ 6,199.99             $ 0.01 
        Office Expenses 7,000.00           8,400.00           8,382.91             17.09 
        Professional Services 76,000.00         58,565.00         57,800.81           764.19 
        Computer System Maintenance 25,000.00         25,570.00         25,566.62           3.38 
        Training and Travel (NJSA 40A:14-81.5) 25,000.00         56,500.00         56,466.65           33.35 
        Volunteer Reimb. Program 267,000.00       237,872.50       237,811.50         61.00 
        Fire Prevention Bureau 3,000.00           3,000.00           2,000.00             1,000.00           

      Total Administration Other Expenses 409,200.00       396,107.50       394,228.48         1,879.02           

    Costs of Operations and Maintenance
      Other Expenses
        Insurance 320,000.00       320,000.00       305,143.36         14,856.64         
        Radio Maintenance and Repair 20,000.00         20,000.00         9,251.58             10,748.42         
        Office Rental and Equipment 75,000.00         58,000.00         57,968.33           31.67 
        District Fuel 35,000.00         46,500.00         46,321.57           178.43 
        Air and Generator Maintenance 15,000.00         20,500.00         20,401.86           98.14 
        Contracted Services Provided by Volunteer
          Fire Companies (NJSA 40A:14-68) 1,044,400.00    1,058,508.79    1,023,915.88      34,592.91         
        Emergency Support Service (NJSA 40A:14-85.1) 4,000.00           4,000.00           4,000.00             - 
        Fire District Inspection & Awards 20,000.00         26,100.00         26,100.00           - 
        Reimbursements for Expenses and 
          Losses (NJSA 40A: 14-81.4) 1,000.00           1,000.00           - 1,000.00 
        Fire CAD Maintenance 5,000.00           5,000.00           - 5,000.00 
        Weathertap Subscription 1,800.00           1,800.00           1,137.46             662.54 
        Medical, Physical, Contingency & Hepatitis 60,000.00         46,000.00         40,469.12           5,530.88 
        District Cell Phones 20,000.00         31,000.00         30,978.43           21.57 
        District Recruitment/ Retention Staffing 35,000.00         48,000.00         47,981.77           18.23 
        Franklin Township Fire Prevention 180,000.00       180,600.00       180,584.08         15.92 
        Exhaust System Maintenance 20 Drops 5,000.00           5,500.00           2,629.20             2,870.80           
        Gym Maintenance 2,000.00           2,750.00           860.00 1,890.00           
        Knox Box Maintenance 250.00 1,450.00           1,436.00             14.00 
        ISO Pump & Ladder Testing 20,000.00         17,000.00         14,427.00           2,573.00           
        District Master Plan Implementation 500.00 500.00 - 500.00 
        District Equipment and SCBA Maintenance 20,000.00         25,500.00         24,450.36           1,049.64 
        Bullex 500.00 500.00 19.69 480.31 
        Signal Control Devices Maintenance 5,000.00           2,225.00           944.25 1,280.75 
        CO Tubes - District Wide 500.00 500.00 - 500.00 
        SCBA Mask Upgrades 10,000.00         10,000.00         - 10,000.00 
        Contingency 50,000.00         50,294.00         19,676.39           30,617.61 

      Total Costs of Operations and Maintenance
        Other Expenses 1,949,950.00    1,983,227.79    1,858,696.33      124,531.46       

    Total Operating Appropriations 2,457,150.00    2,474,775.29    2,348,364.81      126,410.48       
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL SCHEDULE OF REVENUES AND EXPENDITURES COMPARED TO BUDGET
(BUDGETARY BASIS)

FOR THE YEAR ENDED DECEMBER 31, 2019

ORIGINAL MODIFIED VARIANCE
2019 2019 2019 FAVORABLE

BUDGET BUDGET ACTUAL (UNFAVORABLE)
Expenditures (Cont'd.):

Length of Service Awards Program
        LOSAP $ 155,000.00       $ 155,000.00       $ 175,575.00         $ (20,575.00)        

  Capital Appropriations:
    Capital Outlays (NJSA 40A:14-84)
      Computer Hardware/Network Upgrade 25,000.00         25,000.00         25,000.00           - 
      District Equipment 272,430.00       272,430.00       272,430.00         - 
      GIS System 25,000.00         25,000.00         25,000.00           - 
      Hazmat 26 Substance Detection Equipment 120,000.00       120,000.00       120,000.00         - 
      Hose Replacement 10,000.00         10,000.00         10,000.00           - 
      Ladder 26 Accrual 350,000.00       350,000.00       350,000.00         - 
      New Member Turnout Gear 30,000.00         30,000.00         30,000.00           - 
      Pumper/Tanker 750,000.00       750,000.00       750,000.00         - 
      Radio Infrastructure Upgrades 140,250.00       140,250.00       140,250.00         - 
      Traffic Control Devices 5,000.00           5,000.00           5,000.00             - 
      Truck Improvements 39,000.00         39,000.00         39,000.00           - 

    Total Capital Outlays 1,766,680.00    1,766,680.00    1,766,680.00      - 

  Total Capital Appropriations 1,766,680.00    1,766,680.00    1,766,680.00      - 

Total Expenditures $ 4,378,830.00    $ 4,396,455.29    4,290,619.81      105,835.48       

Budgetary Revenues Over Expenses $ -                    $ (17,625.29)        $ 67,888.01           $ 85,513.30         

Reconciliation of Budgetary Basis to GAAP Reporting Basis:

Budgetary Revenues Over Expenditures $ 67,888.01           

Adjustments to Budgetary Basis:
  Fund Balance Appropriated (283,717.00)        
  Operating Transfers - Capital Projects 1,766,680.00      

Total Adjustments 1,482,963.00      

Excess of Revenues Over Expenditures (Exhibit - B) $ 1,550,851.01      
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL COMBINING SCHEDULE OF CAPITAL PROJECTS FUND
REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE

YEAR ENDED DECEMBER 31, 2019

RADIO COMPUTER
TRAFFIC FIRE BREATHING AIR RESCUE INFRA- HARDWARE/

CONTROL REPORTING COMPRESSOR TURNOUT GIS ACCRUAL LADDER STRUCTURE TRUCK NETWORK SUB
DEVICE SOFTWARE STA 26 GEAR SOFTWARE STA 56 26 ACCRUAL UPGRADES IMPROVEMENTS UPGRADE TOTAL

Expenditures:
  Capital Outlay -$            -$  -$  31,543.30$  -$  3,750.95$        -$  105,058.80$    31,541.73$             7,422.34$       179,317.12$       

Total Expenditures -              - - 31,543.30    - 3,750.95 - 105,058.80 31,541.73 7,422.34         179,317.12         

Excess of Revenues Over (Under) Expenditures -              - - (31,543.30)   - (3,750.95) - (105,058.80) (31,541.73) (7,422.34) (179,317.12)        

Other Financing Sources (Uses):
  Operating Transfers In 5,000.00     30,000.00    350,000.00      140,250.00 39,000.00 25,000.00       589,250.00         
  Operating Transfers Out - 

Total Other Financing Sources (Uses) 5,000.00     - - 30,000.00    - - 350,000.00      140,250.00 39,000.00 25,000.00       589,250.00         

Excess of Revenues and Other Sources Over
  (Under) Expenditures and Other Uses 5,000.00     - - (1,543.30)     - (3,750.95) 350,000.00      35,191.20        7,458.27 17,577.66       409,932.88         

Fund Balances at Beginning of Year 7,109.59     27,108.20      1,503.40 5,303.18      63,732.04 181,756.44 401,065.89      232,066.55      65,199.17 25,366.34       1,010,210.80      

Fund Balances at End of Year 12,109.59$ 27,108.20$    1,503.40$              3,759.88$    63,732.04$   178,005.49$    751,065.89$    267,257.75$    72,657.44$             42,944.00$     1,420,143.68$    

Analysis of Expenditures - Year Ended December 31, 2019:

Paid by General Fund -$            -$  -$  31,543.30$  -$  3,750.95$        -$  105,058.80$    31,541.73$             7,422.34$       179,317.12$       
Accounts Payable - 

Total Expenditures -$            -$  -$  31,543.30$  -$  3,750.95$        -$  105,058.80$    31,541.73$             7,422.34$       179,317.12$       
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL COMBINING SCHEDULE OF CAPITAL PROJECTS FUND
REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE

YEAR ENDED DECEMBER 31, 2019

VARIOUS OFFICE PUMPER/ CHIEF CHIEF
DISTRICT IMPROVEMENTS/ HAZMAT SCBA FIRE TANKER VEHICLES VEHICLES SUB

EQUIPMENT RELOCATION STATION 26 REPLACEMENT HOSES 44 ACCRUAL A CARS B CARS TOTAL

Expenditures:
  Capital Outlay 254,514.53$   769.64$  116,028.00$   4,497.66$  30,801.06$    349,380.00$        -$  -$ 755,990.89$    

Total Expenditures 254,514.53 769.64 116,028.00     4,497.66 30,801.06      349,380.00          - - 755,990.89      

Excess of Revenues Over (Under) Expenditures (254,514.53) (769.64) (116,028.00)    (4,497.66) (30,801.06)     (349,380.00)         - - (755,990.89)     

Other Financing Sources (Uses):
  Operating Transfers In 272,430.00 120,000.00     10,000.00      402,430.00      
  Operating Transfers Out - 

Total Other Financing Sources (Uses) 272,430.00 - 120,000.00 - 10,000.00 - - - 402,430.00      

Excess of Revenues and Other Sources Over
  (Under) Expenditures and Other Uses 17,915.47 (769.64) 3,972.00         (4,497.66) (20,801.06)     (349,380.00)         - - (353,560.89)     

Fund Balances at Beginning of Year 4,283.52 73,445.49 2,651.22         2,998.00 38,046.20      349,380.00          119.43 5,749.72      476,673.58      

Fund Balances at End of Year 22,198.99$    72,675.85$              6,623.22$       (1,499.66)$  17,245.14$    -$  119.43$  5,749.72$    123,112.69$    

Analysis of Expenditures - Year Ended December 31, 2019:

Paid by General Fund 254,514.53$   769.64$  116,028.00$   4,497.66$  30,801.06$    349,380.00$        -$  -$ 935,308.01$    
Accounts Payable - 

Total Expenditures 254,514.53$   769.64$  116,028.00$   4,497.66$  30,801.06$    349,380.00$        -$  -$ 935,308.01$    
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL COMBINING SCHEDULE OF CAPITAL PROJECTS FUND
REVENUES, EXPENDITURES AND CHANGE IN FUND BALANCE

YEAR ENDED DECEMBER 31, 2019

AERIAL
DISTRICT VAN/ SUPPORT/
FORCIBLE GIS UTILITY ICV PUMPER DRONE

ENTRY SYSTEM SYSTEM REPLACEMENT REPLACEMENT (4) REPLACEMENT PROGRAM TOTAL

Expenditures:
  Capital Outlay -$  -$  74,890.80$          41,887.15$  -$              -$  1,052,085.96$    

Total Expenditures - - 74,890.80            41,887.15 - - 1,052,085.96      

Excess of Revenues Over (Under) Expenditures - - (74,890.80)           (41,887.15) - - (1,052,085.96)     

Other Financing Sources (Uses):
  Operating Transfers In 25,000.00      750,000.00    1,766,680.00      
  Operating Transfers Out - 

Total Other Financing Sources (Uses) - 25,000.00 - - 750,000.00    - 1,766,680.00 

Excess of Revenues and Other Sources Over
  (Under) Expenditures and Other Uses - 25,000.00 (74,890.80)           (41,887.15) 750,000.00    - 714,594.04 

Fund Balances at Beginning of Year 1,625.00 1,852.18 290,000.00          67,771.35 47.31 1,848,180.22 

Fund Balances at End of Year 1,625.00$             26,852.18$    215,109.20$        25,884.20$  750,000.00$  47.31$            2,562,774.26$    

Analysis of Expenditures - Year Ended December 31, 2019:

Paid by General Fund -$  -$  74,890.80$          41,887.15$  -$              -$  1,052,085.96$    
Accounts Payable - 

Total Expenditures -$  -$  74,890.80$          41,887.15$  -$              -$  1,052,085.96$    
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Property Tax Levies

The following is a tabulation of District Assessed Valuations, Tax Levies and Property Tax
Rates Per $100 of Assessed Valuations for current and the preceding two years:

Property
Tax Rate

Assessed Total Tax Per $100
Year Ended Valuations Levy Assessment

 December 31, 2019 $5,800,064,246.00 $4,011,563.00 $0.069    
 December 31, 2018 5,526,387,950.00       3,932,905.00      0.071    
 December 31, 2017 5,345,456,545.00       3,807,627.00      0.071    

Restricted/Assigned/Unassigned Fund Balance

The following is a tabulation of District Restricted/Assigned/Unassigned Fund Balance at year
end and the amount included as anticipated revenue in the subsequent year budget for the current
and preceding two years:

Restricted/Assigned/
Unassigned Utilized

General Subsequent
Year Ended Fund Balance Budget

 December 31, 2019 $785,399.81 $250,000.00
 December 31, 2018 1,001,228.80 283,717.00
 December 31, 2017 1,038,205.41 460,000.00

Restricted Utilized
Capital Subsequent

Year Ended Fund Balance Budget

 December 31, 2019 $2,562,774.26 None
 December 31, 2018 1,848,180.22 None
 December 31, 2017 946,665.90 None

TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

SUPPLEMENTAL SCHEDULE OF STATISTICAL INFORMATION
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1
SOMERSET COUNTY, NEW JERSEY

OFFICIALS IN OFFICE AND SURETY COVERAGE
AS AT DECEMBER 31, 2019

The following officials were in office at December 31, 2019:

Amount of
Board of Fire Commissioners: Title Surety

James Wickman Chairman/Treasurer 1,500,000.00$     
Jason Goldberg Commissioner
Richard Hibbard Commissioner
Timothy Janho Commissioner
Patrick Shimalla Commissioner

Other Officials:

Dominic DiYanni, Esq.          Attorney
Dawn Cuddy Office Manager

Surety Company:

American Alternative Insurance Corporation
  All Officials and Employees 1,500,000.00$     
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TOWNSHIP OF FRANKLIN FIRE DISTRICT NO. 1 
SOMERSET COUNTY, NEW JERSEY 
YEAR ENDED DECEMBER 31, 2019 

GENERAL COMMENTS 

An audit of the financial accounts and transactions of the Township of Franklin Fire District 
No. 1, Somerset County, New Jersey, for the year ended December 31, 2019 has been completed. 
The General Comments are herewith set forth: 

Scope of Audit 

The audit covered the financial transactions of the Township of Franklin Fire District No. 1, 
Somerset County, New Jersey. 

The audit did not and could not determine the character of services rendered for which payment 
has been made or for which reserves had been set up, nor could it determine the character, proper 
price or quantity of materials supplied for which claims had been passed.  These details were 
necessarily covered by the internal review and control before approval of such claims by the 
Governing Body.  Cash and investment balances were reconciled with independent certifications 
obtained directly from the depositories.  Revenues and receipts were established and verified as to 
source and amount insofar as the records permitted. 

REPORTABLE CONDITIONS 

Segregation of Duties 

Conditions exist whereby the same person may maintain the bookkeeping and cash management 
function of the District. 

This condition is the result of multiple tasks performed by the same individual within the District. 

OTHER MATTERS 

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

N.J.S.A. 40A:11-4 states "Every contract or agreement for the performance of any work or the 
furnishing or hiring of any materials or supplies, the cost of the contract price whereof is to be 
paid with or out of public funds not included within the terms of Section 3 of this act, shall be 
made or awarded only after public advertising for bids and bidding therefore, except as is 
provided otherwise in this act or specifically by any other law.  No work, materials or supplies 
shall be undertaken, acquired or furnished for a sum exceeding in the aggregate of $17,500.00 
except by contract or agreement." 

The Commissioners of the Township of Franklin Fire District No. 1 have the responsibility of 
determining whether the expenditures in any category will exceed $17,500.00 during the year. 
Where question arises as to whether any contract or agreement might result in violation of this 
statute, the District Counsel's opinion should be sought before a commitment is made. 
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Contracts and Agreements Required to 
be Advertised for N.J.S.A. 40A:11-4 (Cont'd.) 

The minutes indicate that bids were requested by public advertising for the following items 
tested:  District Equipment 

Purchases were also made through state approved vendors for various items available, which 
were permitted under the status. 

Inasmuch as the system of records did not provide for an accumulation of payments for categories 
for the performance of any work or the furnishing or hiring of any materials or supplies, the 
results of such an accumulation could not reasonably be ascertained.  Disbursements were 
reviewed, however, to determine whether any clear-cut violations existed. 

Examination of expenditures revealed no individual payments in excess of $17,500.00 "for the 
performance of any work or the furnishing or hiring of any materials or supplies", other than 
those where bids had been previously sought by public advertisement. 

The minutes also indicated that resolutions were adopted and advertised authorizing the awarding 
of contracts or agreements for "Professional Services" per N.J.S.A. 40A:11-5. 

Any interpretation as to possible violation of N.J.S.A. 40A:11 and N.J.A.C. 5:30-14 would be in 
the province of the General Counsel. 

We suggest that the District review the amendments to the Local Public Contracts Law and 
determine the impact of the comprehensive amendments with regard to the District, including an 
analysis of the effect of requiring the position of a “Qualified Purchasing Agent” on a cost benefit 
basis or alternate approach. 

Payment of Claims 

Claims were examined on a test basis for the year under review and they were found to be in 
good order.  Compliance to certification of availability of funds was reviewed and found to be 
good condition for items tested. 

Condition of Records - Treasurer 

The financial records maintained by the Treasurer were found to be in good condition.  During 
2019, a computerized Budget Revenue and Appropriation Ledger was maintained and was found 
to be in good condition, with only minor adjustments necessary to reflect audited amounts at year 
end.  
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Insurance Coverage 

Insurance policies in force are on file at the Fire District office.  No attempt was made to 
determine the adequacy of coverage as part of this report.  Adequacy of coverage is the 
responsibility of the District. 

Compliance with New Jersey Administration Codes 

The Local Finance Board, State of New Jersey, adopted the following requirements, previously 
identified as “technical accounting directives”, as codified in the New Jersey administration 
Code, as follows: 

N.J.A.C. 5:30 – 5.2 - Encumbrance Accounting:  This directive requires the development and 
implementation of accounting systems, which can reflect the commitment of funds at the point of 
commitment.  Our examination indicated that the encumbrance system utilized by the District 
was operational to the extent necessary to assure effective budgetary control and accountability. 

N.J.A.C. 5:30 – 5.6 - Fixed Asset Accounting:  This directive requires the development and 
implementation of accounting systems which assign values to covered assets and can track 
additions, retirements and transfers of inventoried assets.  As noted in previous reports, the 
District is in partial compliance with this directive.  Our examination indicated that the District 
has established a fixed asset inventory system and takes a physical inventory on an annual basis. 
However, the current system does not provide a detailed cost basis allocation for all inventoried 
items. 

N.J.A.C. 5:30 – 5.7 - General Ledger Accounting System:  This directive requires the 
establishment and maintenance of a general ledger for, at least, the General Fund. The District is 
in compliance with this directive.  

 Status of Prior Years’ Findings 

In accordance with government auditing standards, our procedures included a review of all prior 
year findings of which there are none reported. 
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RECOMMENDATIONS 
 
None 
 
 
 

* * * * * * * * * * 
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During the course of our engagement we received the complete cooperation of the various 
officials and employees of the District, and the courtesies extended to us were greatly 
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Very truly yours, 
 
HODULIK & MORRISON, P.A. 
A division of PKF O’Connor Davies 
 
 
 
Andrew G. Hodulik, CPA, RMA 
No. 406 
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