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Independent Auditor’'s Report

The Honorable Mayor and
Members of City Council
City of Linwood, New Jersey

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various funds and account
group of the City of Linwood, 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 City’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.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’'s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, we express no such opinion. An audit also includes evaluating
the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.



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

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

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

The effects on the financial statements of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

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

Basis for Qualified Opinion on Regulatory Basis of Accounting

As described in Note 20 of the financial statements, the City participates in a Length of Service Award
Program (LOSAP) for its volunteer fire and rescue personnel. The amount reflected in the trust fund
statements of $159,981.49 and $147,828.02 for 2016 and 2015 respectively were not audited and,
therefore, we express no opinion on the LOSAP program.

Qualified Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects of the matter described in the “Basis for Qualified Opinion on
Regulatory Basis of Accounting” paragraph, the financial statements referred to above present fairly, in all
material respects, the regulatory basis balance sheets and account group 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 City of Linwood’s basic financial statements. The supplementary information listed in the
table of contents, the schedules of expenditures of federal awards and state financial assistance, as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance), NJ OMB Circular 15-
08, and the letter of comments and recommendations section are presented for purposes of additional
analysis and are not a required part of the basic financial statements.

The supplemental information listed in the table of contents and the schedules of expenditures of federal
awards and state financial assistance, as required by the Uniform Guidance and NJ OMB Circular 15-08
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EXHIBIT A - CURRENT FUND






CURRENT FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

AS OF DECEMBER 31,

ASSETS

Regular Fund:
Cash:
Treasurer
Clerk
Traffic Control
Change Fund
Petty Cash
Total Cash

Receivables and Other Assets with Full Reserves:
Delinquent Property Taxes Receivable
Tax Title and Other Liens
Demolition Liens Receivable
Property Acquired for Taxes -

at Assessed Valuation
Sewer Rents Receivable
Revenue Accounts Receivable
Interfund Receivable:
Animal Control
Other Trust Funds
Grant Fund
Total Receivables and Other Assets

Deferred Charges:
Special Emergency Appropriation
Cash Deficit in Operations
Total Deferred Charges
Total Regular Fund

Federal and State Grant Fund:
Cash
Federal and State Grants Receivable
Total Federal and State Grant Fund

Total Current Fund

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN

$

Exhibit A

Sheet 1

2016 2015
1,760,464.00 1,308,270.96
652.79 1,660.37
- 631.11
300.00 200.00
100.00 100.00
1,761,516.79 1,310,862.44
376,439.38 524,903.69
38,454.15 62,578.00
- 18,592.00
28,147.00 28,147.00
32,867.34 29,109.00
6,864.96 4,183.00
9,504.20 8,205.00
1,959.00 1,959.00
162,918.42 162,918.42
657,154.45 840,595.11
40,180.00 80,360.00
- 45,201.00
40,180.00 125,561.00
2,458,851.24 2,277,018.55
168,513.49 372,668.00
739,461.56 1,602,370.00
907,975.05 1,975,038.00
3,366,826.29 4,252,056.55

INTEGRAL PART OF THIS STATEMENT



CURRENT FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

AS OF DECEMBER 31,

LIABILITIES, RESERVES AND FUND BALANCE

Regular Fund:
Liabilities:
Appropriation Reserves

Reserve for Encumbrances/Accounts Payable

Special Emergency Note Payable

Prepaid Taxes
Prepaid Sewer Rents
Overpaid Taxes
Overpaid Sewer Rents
Prepaid Police Detall
County Added Tax Payable
Due to State:

Marriage Licenses

Construction Training Fees
Veterans and Senior Citizens

Interfund Payable:
Public Defender Trust

Reserve for Receivables and Other Assets

Fund Balance
Total Regular Fund

Federal and State Grant Fund:
Unappropriated Reserves
Appropriated Reserves
Due to Current Fund
Reserve for Encumbrances
Total Federal and State Grant Fund

Total Current Fund

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN

$
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Sheet 2

2016 2015
176,477.62 200,349.33
134,820.81 111,989.99
40,180.00 80,360.00
260,214.40 343,769.34
320,344.97 312,754.12
35,692.86 75,925.00
3,141.53 -
- 631.11
12,609.28 11,599.43
100.00 175.00
1,756.00 1,937.00
8,631.19 9,449.00
989.00 989.00
994,957.66 1,149,928.32
657,154.45 840,595.11
806,739.13 286,495.12
2,458,851.24 2,277,018.55
1,785.37 23,434.00
566,876.50 1,466,433.16
162,918.42 162,918.42
176,394.76 322,252.42
907,975.05 1,975,038.00
3,366,826.29 4,252,056.55

INTEGRAL PART OF THIS STATEMENT



CURRENT FUND

Exhibit A- 1

COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES
IN FUND BALANCE - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

Revenue and Other Income Realized

Fund Balance

Miscellaneous Revenue Anticipated

Receipts from Delinquent Taxes

Receipts from Current Taxes

Non Budget Revenue

Other Credits to Income:
Unexpended Balance of Appropriation Res.
Interfund Returned

Total Income

Expenditures

Budget and Emergency Appropriations:
Appropriations Within "CAPS"
Operations:
Salaries and Wages
Other Expenses
Deferred Charges & Statutory Expenditures
Appropriations Excluded from "CAPS"
Operations:
Other Expenses
Capital Improvements
Municipal Debt Service
Local District School Debt Service
Deferred Charges
Local District School Tax
Regional District High School Tax
County Tax
County Share of Added Tax
Interfund Created
Refund of Prior Year's Revenue

Total Expenditures

Excess in Revenue

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN

Sheet 1

2016 2015
165,000.00 200,000.00
2,635,801.69 3,754,089.69
572,728.68 374,844.00
31,071,506.95 31,036,195.00
84,124.83 58,739.00
187,972.33 272,612.47
164,877.42 1.13

34,882,011.90

35,696,481.29

3,147,719.00
3,767,010.00
934,009.00

1,449,142.82
196,000.00
1,626,215.72
517,505.40
40,180.00
11,367,976.00
6,317,665.00
4,537,270.82
12,609.28
164,877.42
118,587.43

3,287,316.00
3,727,643.00
878,886.00

1,512,734.00
1,395,500.00
1,619,390.54
452,524.32
40,180.00
11,446,971.00
6,395,889.00
4,631,816.00
11,599.43

341,233.00

34,196,767.89

35,741,682.29

685,244.01

(45,201.00)

INTEGRAL PART OF THIS STATEMENT



Exhibit A- 1

Sheet 2
CURRENT FUND
COMPARATIVE STATEMENT OF OPERATIONS AND CHANGES
IN FUND BALANCE - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,
2016 2015
Adjustments to Income before Fund Balance:
Expenditures included above which are by
Statute Deferred Charges to Budgets of
Succeeding Year - -
Cash Deficit in Operations - 45,201.00
Total Adjustments - 45,201.00
Statutory Excess to Fund Balance 685,244.01 -
Fund Balance January 1 286,495.12 486,495.12
971,739.13 486,495.12
Decreased by:
Utilization as Anticipated Revenue 165,000.00 200,000.00
Fund Balance December 31 $ 806,739.13 286,495.12

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN
INTEGRAL PART OF THIS STATEMENT 7
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Exhibit A - 2

Sheet 4
CURRENT FUND
STATEMENT OF REVENUES - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31, 2016
Analysis of Realized Revenues
Allocation of Current Tax Collections:
Revenue from Collections $ 31,071,506.95
Allocated to:
School, County and Other Taxes 22,235,521.10
Balance for Support of Municipal Budget Appropriations 8,835,985.85
Increased by:
Appropriation "Reserved for Uncollected Taxes" 689,000.00
Amount for Support of Municipal Budget Appropriations 9,524,985.85
Receipts from Delinquent Taxes:
Delinquent Tax Collection 503,975.45
Tax Title Lien Collections 68,753.23
Total Receipts from Delinquent Taxes 572,728.68
Analysis of Non-Budget Revenue:
Clerk:
Clerk Copies 216.02
Election Fees 600.00
Other Miscellaneous:
Accident Reports and Gun Permits 1,435.05
Administration Fees - Senior Citizens & Veterans 1,423.64
Foreclosure Fees 27,000.00
Insurance Reimbursements 7,977.80
Miscellaneous 3,505.86
Other Refunds 558.13
Refund of Legal Fees 38,265.98
Sales through Auction 1,832.35
Tax Searches 60.00
Towning Licenses 1,250.00
84,124.83
Total Miscellaneous Revenue Not Anticipated: $ 84,124.83

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN
INTEGRAL PART OF THIS STATEMENT 11



INIWILVLS SIHL 40 1dVd TVHdO3LNI
NV 34V SININTLVLS TVIONVNI4 FHL OL S3LON ONIANVANODIV IHL

- 00'005'C 00'005°C 00°00S5‘C
00°000°02 SP'€L59T SL'1799 08'0.6'662'T 00'60T'LEE'T 00'60T'LEE'T
- 0o'zre'oee 00'zre'oee 00°zve‘oee
0S°€9T'C 05'6€8°€ST 00°€00°9ST 00°€00'9ST
00°s0€ 00°56 00°00% 00°00t
LS°0¥S 18'665'C 2965092 00°002'6. 00'002'69
00'709 00'76S 002088 00°000'0T 00°000'0T
00°000° 90's0Z'8 0C' LvE'Y VL Lvy'6TT 00°000'GET 00°000°S¥PT
000002 - 00000 000002
¥,'S8T'C 6T°9ST 10859'CT 00°000°'ST 00°000'ST
26'60T 80°'59T'S8 00°5.2's8 00'5/2'S8
€6°956 00°09 L0'€9L'T 0008L°C 00°08L°C
7029 96°260'T€ 00°'GST'TE 00'SST'TE
- 00'005'8¢ 00'005'8¢ 00°005'8¢
zLove 11887 TS°0L0'VT 00°00S'VT 00'000°€T
06°TET 0T'8TT'69 00'052'69 00'05¢'69
§6°€6¢'C 50'902'v 00'005‘9 000059
00'000°0T €C'B6IS'Y 2€'058's S¥'085'0¢ 00°056'0Y 00°056'0%
22’299 8L T8V TET 00'VET'CET 00'VET'CET
€969 99'6€£2'G9 00°5€6'G9 00'5€6'G9
S0'80€ S6°T6L'T 00°00T‘C 00'009°€ $
pajj@oue) panlasay palaquinou3 pabreyd sSuoneolIPoN 19bpng
aouefeg 1o pred Jayy 186png
papuadxaun papuadx3 suoneudoiddy
(papuadxa 1anQ)

€ - v iquyx3

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS
SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS
dNNd LN3HdNO

Janre \\ yyeaH dnols aakojdwg
yieaH dnoio aakojdw3
uonesuadwo) SIaNI0M

Aujiger [esaua9
JONVINSNI
sasuadx3 18y10
9al] apeys
sasuadx3 18y10
spunols pue sBulpjing d1gnd
S32IAISS |BUOISSD)0Id
sasuadx3 Jayi0
sa21n8S Buluueld 7 Buussuibug
sasuadx3 1ay10
s92I1MIBS [eba]
S99 Juaby Buikedq
sasuadx3 1ay10
sabe )\ pue sauees
10199]|0D Xe ]
sasuadx3 1ay10
sabe )\ pue sauees
Ssaxe] JO JUBWSSassy
sasuadx3 1ay10
S82INIBS 1PNy
sasuadx3 18y10
sabep pue sauees
uonensIuIWpY [eloueuld
sasuadx3 Jay10
suonos(g
sasuadx3 Jayl10
sabep pue salees
19D fedidiuniy
sabep pue sauees
1IoUN0D pue JoAeN
sasuadx3 1ayl0
uonensIuIWpY [eJauas
"INFWNHIAO0D TvHIANTD
+SdVO. NIHLIM SNOILVH3IdO

12



INIWILVLS SIHL 40 1dVd TVHdO3LNI
NV 34V SININTLVYLS TVIONVYNI4 IHL OL S3LON ONIANVANODIIV FHL

18'G/2'8 95 0T LT LS 6T9'V0T 00°000°0€T 00°000°'0€T
0v'5/8'8 09°9€6'v¥S 00°2T8'€SS 00°2T8‘€SS
T1°929 96°¢¢ €6'662'1 00°000°S 00°000°S
- 00°0T0‘T 00°0T0‘T 00°0TO‘T
ceyie 9828v'L 26’7669 0026911 00269'tT
- 00'76.T 00'76.T 00'76L°T
e el 86°875'CL 1569679 00'v7.LS'LET 007.SCTT
00°000°05 62',086T TL'€86'TS9'T 00'T6L'TCL'T 00'T6L'ESL'T
- 00'000'9 00'000'9 00'000'9
90°0ST TL'62V'L €coey'Le 00°000'GY 00°000'SY
00°0¢ 00°0¢ 00°0¢
vseeL'e 9¥'€80'8€E 00°LT8'TYE 00°LT8'vEE
8¢'0 00'9SS 29°L6E'Y 00'56't 00'7S6'Y
- 00'02.'6 00'02.'6 00'02L'6
TT°9€8' 00°0¢ 68°Eve’L 00'002‘TT 00°002‘TT
- 00'€SE'6 00'€SE'6 00°€GE’'6
26'2e8's 00°050°L 80°LTT L 00°000°0¢ 0000002
¢00 86'CGE'6 00'€SE'6 00°€S€'6
pa||@2ue)d paniasay paJaqwnaul pabieyd SsuonedlIpoN 196png
aoueleg 1o pred 13y 186png
papuadxaun papuadx3 suoneudoiddy
(papuadxa 1anQ)

€ - v iquyx3

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS
SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS

dNNd LN3HdNO

Wa1ISAS Jamas
sasuadx3 1ayi0
sabep pue salees
aoueUBUIRI pue Sireday peoy
NOILVLINVS
sasuadx3 1ay10
sabe )\ pue sauees
S921NI8S Juawabeue Aouablawg
sasuadx3 1ay10
sabe )\ pue sauees
suoneIIuNWWo)D
sasuadx3 1ay10
sabe )\ pue sauees
92ljod
aoueUBUIRI\ pue uoneiadO
Auedwo) ai4 J1831uNjoA 01 PIY
sasuadx3 Jay10 "ISIN
9SNOH ali4 Jo asea]
sasuadx3 Jayl0
safe )\ pue sauees
a4
sasuadx3 18y10
sabe )\ pue sauees
10V Aejes aii4 wiojun
AL34VvS 2Indnd
sasuadx3 18y10
sabe )\ pue sauees
juawisnlpy jo preog Buiuoz
sasuadx3 18y10
sabe\\ pue salees
pieog Buiuue|d
NOILVHLISINIANQY SN ANV

13



INIWILVLS SIHL 40 1dVd TVHdO3LNI

NV 34V SININTLVLS TVIONVNI4 FHL OL S3LON ONIANVANODIV IHL

00°000'96 ¥ vET'GST T8'L6EVET 8/°969'729'9 00'622'0T0°L 00'622'0T0°L
00's 00°S 00's
00°00S‘T 00'00S'T 00°00S‘T
8G°62S'T LE'TCE S0'679'Y 00°00S'9 00°005'9
02's8T 08’7869 00°000°02 00°000°69
GG'6T8 S¥'08T°0CT 00°000°12T 00°000‘7TT

00°000°0T ST°09¢€'6 ¥1°0€ 1260902 00°000°0% 00°000°0%
c9'LEe jefee] €8'G59°CY 00°000°€Y 00°000°S€
G8'995'€T €9VET 25'862'06 00°000'70T 00°000‘70T

00°000°€ ¥6'2.S 90°L2¥'0€ 00°000't€ 00°000°05
€9°0TS'T 08'18¢ LS102'S 00°000°L 00°000°L
89'€5¢'S 2€'190°eST 00'STE'8ST 00'STE'8ST
00°0¢ 00°08% 00°00S 00°00S
95'186'9 v¥'89.°0T 00'0G.°LT 00°05.°LT
00'780‘T 00'9T6'S 00°000'2 00'000°L
00°00T - 00°00T 00°00T
00°008 00'008'8 00'009'6 00'009'6
SG'0ve SY'659'vY 00°000'SY 00°000°SY
- 00°€T2'9 00°.8.'8T¥ 00°000'GeYy 00°000°Gey
6€°0ST'E T9'6¥8'9ET 00°000°07T 00°000°'07T
ZLT66'ET T2°0€8 L0'8.7°28T 00°000'202 00000202
- 00'9€2'8 00'9€2'8 00'9¢€2'8

pa||@2ue)d paniasay paJaqwnaul pabieyd SsuonedlIpoN 196png
aoueleg 1o pred 13y 186png
papuadxaun papuadx3 suoneudoiddy
(papuadxa 1anQ)

€ - v iquyx3

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS
SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS
dNNd LN3HdNO

«SdVO. NIHLIM SNOILVH3dO V10l

sabep\ pue sauees
3BT pale|NWNIy
Z |auuey) ssa29y 2ljiqnd
Jamas pue Jaren
S92IAISS JURIPAH ali4
Bunybi 10ans
seo [einjeN
auoyds|aL
2111993
auljoses
ssamnn
a3IdISSYTONN
sasuadx3 sy
sabepn pue sauees
[e121JO UolINISUO0D
9p0D UONINJISUOD WIoKUN d1eIS
3d0D NOILONYLSNOD WHO4LINN
sasuadx3 Jayl0
ueLoISIH
sasuadx3 Jayl0
sabe\ pue sauees
spunoli9 Ae|d pue syied
SNOILONNH NOILVIYHO3d ANV SHdvd
sasuadx3 1ayl0
131U suazniD I0IUsS
fenoenuod
uaptep Bog
S3JINGIS NVINNH ANV HLIV3IH
10V S99I1MI3S eididiuniy
sa94 Buiddi] -jypue]
sasuadx3 JaYlO shoaue||aasin
aourULBUIR pue suoneladO
uoleNSIUILPY pue adueul
sasuadx3 18y10

14



INIWILVLS SIHL 40 1dVd TVHdO3LNI
NV 34V SININTLVLS TVIONVNI4 FHL OL S3LON ONIANVANODIV IHL

00°000'90T TE'TE9'99T 18'L6EVET 88'80.L'LVS'L 00'8€.'¥S6°L 008€L'V56°L
00°000'0T 06°966'0T - 0T'2T0'EC6 00'600'¥6 0060076
€9'v/8 1€'62T'C 00'000°¢ 00'000'€
68'88Y'c TTTIS'0T 00'000''T 000007 T
- 00°065'6Y 00°065'6Y 00°06S'6Y
- 00'v0Z'vT¥ 00'v0Z'vT¥ 00'70C'vTY
00°000°0T €0'T€9'9 16'89¢'¢ee 00°006'8€C 00°000°0%¢
- 00'v¥9'1E 00'v¥9'1E 00'779'TE
Ge'¢ G99V YT 00°0L¥'LVT 00°0LE9VT
- 00°T0Z'SY 00°T0Z'SY 00°'T0Z'SY
00°000'9Y 90'v22'STT T8'L6EVET €1°88€'LTS'E 00°0TO'ET8‘E 00°0T0'88.°E
00°000°05 SE0TV'oY - 59'80€°L0T'E 00'6TLL6T'E 006TLCCC'E
00°000'96 T¥'v€9'GGT T8'L6EVET 819697299 00'62.'0T0‘L 0062.°0T0"L
00°00S - 00°00S 00°00S
pa||@2ue)d paniasay paJaqwnaul pabieyd SsuonedlIpoN 196png
aoueleg 1o pred 13y 186png
papuadxaun papuadx3 suoneudoiddy
(papuadxa 1anQ)

€ - v iquyx3

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS

SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS
dNNd LN3HdNO

«SdVO. NIHLIM S3SOddNd TVdIDINNIN
404 SNOILVIHddOdddY TVd3IN3IO TvLO0L

‘S3INLIANIdX3 AHOLNLVYLS
ANV S394VHO d344343d V10l

weibold Juswainay uonnguiuo)d pauyag
aouelInsu| uonesuadwo) wawAoldwaun
143 WaISAS awalnay s,uswalld4 pue adljod
WaISAS 1uswWaIney S,uswali4 pue adljod
(1$'v'0) waishs Alnaag [e10os
143 waisAs uswalinay ,saakojdw3 o1gnd
walsAS wawsainay ,saakojdw3 a1gnd
10} suonNqLIU0D
:salnypuadx3 Aloinjeis

woyaq Buiresado
:sabuey) pausaq

‘S3INLIANIdX3
AHOLNLYLS ANV S39dVHO d3y¥d343d

sasuadx3 18y10
sabe)\ pue salees
‘[reled

«SdVO. NIHLIM LNIONILNOD
ONIANTONI SNOILVH3IdO TVLOL

juabunuo)d

15



INIWILVLS SIHL 40 1dVd TVHdO3LNI
NV 34V SININTLVLS TVIONVNI4 FHL OL S3LON ONIANVANODIV IHL

(papuadxa 1anQ)

- - 28',05'08 28',0S'08 00'628'65
- 00°/8€E'6 00°/8€E'6 00'/8€'6
- 28'8.9°0¢ 28'8.9°0¢ -
- 00°000°0¢ 00°000°0¢ 00°000°02
- 00'000'ST 00°000'ST 00°000°ST
- 000L9'T 000L9'T 00029'T
- 0029.T 0029.T 0029L'T
- 00°€00°€ 00°€00°€ 00°€00°€
- 00°L00°6 00°L00°6 00°200°6
TE'978'6 0o0'ecy 69'G9E'8SE'T 00'SE£9'89€'T 00'GE9'89E'T
- 00'TEL'VCT 00'TEL'VCT 00'TEL'VCT
00'000°€ 00°000°ST 00°000°8T 00'000'8T
- 00'596'v¢€ 00'596'v¢€ 00'596'v¢€
00°L. 0o'eey 00°00S 00'00S
00°00S 00'000'C 00'00S'C 00'00S'C
000009 00'000'9 00°000°9
- 00°000°ST 00°000°ST 00'000°ST
- 00'26L°C2 00°26L°CC 00°26.C2
1€'69¢ 69'0€2'8 00'00S'8 00'00S'8
- 00'0€2'0T 00'0€2'0T 00'0€2'0T
- 00°LSP'ETS 00°LSP'ETS 00°LSY'ETS
- 00'SS6'TCE 00'SS6'TCE 00'GS6'TCE
paniasay paJaqwnaul pabieyd SsuonedlIpoN 196png
1o pred 13y 186png
papuadx3 suoneudoiddy

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS
SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS

dNNd LN3HdNO

sanuanay
£q19S-4JO sweibold arenud pue algnd [eioL
el abeuuo] Buldhoay
weibold sanunwwo) ues|d
juels) ABojouyda] 1seswo)d
eI ¥o0|g awdopaag Alunwwo)
pun4 uawadiojug Buiaug yunig
jueI9) Jouly Apog
aleys [ed07]
aleys Aluno)d
asnqy Bnig pue wsijoyoa|y-aduel|y [ediounpy
sanuanay
Aq 18S-1O sweibold areald pue algnd (v)

$92IAIBS paleys LnoY [eldiouniy
S921MIBS [edIpa Aouabilawg
S92INM3S paseys yoredsiq

Sluawaalby 92IAIasS [edidiuniy [ed0I81u|
3/0 31310 [ediduniy

(09)€°S-7:WOY VSCN lWiad Jaremwliols S3AdrN
saa4 buiddiL |ypue

(99)e'SP-¥:vOr WSCN @Breyasiq (iypue] S3ACN
3J/0 Speoy 79 S1994S

(99)€"Gi-¥:VOr YSCN NWidd Jaremwiols S3ddeN

welbold premy a21AI9S Jo yibua

aouelinsu| dnois) aakojdw3

xe] Buiohoay

Sjuay Jamas Jo aleys s,playyuoN jo Ao
S1S0) Jo aleys

Auoyiny abeiamas Auno) anuepy
sasuadx3 1ay10

Arelqi 21gnd 9.4 Jo adurUaUR

«SdVD. WoJj papn|ox3 - suonelado (v)
«SdVO. WOd4 d3dN10X3 - SNOILVH3dO

16



INIWILVLS SIHL 40 1dVd TVHdO3LNI
NV 34V SININTLVLS TVIONVNI4 FHL OL S3LON ONIANVANODIV IHL

. - 00'08T'0V 00'08T'0Y 00°08T'0F
- 00'08T'0Y 00'08T'0Y 00°08T'0Y
82'620'8T - 2,'9T2'929'T 00'SYe'v¥9'T 00°Sve'vP9'T
VA AN €5'79T°06 00°L.T'06 00°L.T°06
12T €,'68.'8T 00'.8.'8T 00°/8.'8T
08'10'8T 02'985'GE 00'T09'€S 00°'T09‘€S
7.0 92'6.9'L5¢ 00'089°L5¢ 00°089°L5¢
- 00°000°02 00°000°02 00°000°02
- 00°000'702‘T 00°000'702‘T 00°000'702‘T
- - 00°000'96T 00°000'96T 00°000°96T
- - 00°000'96T 00°000'96T 00°000°96T
- 00°000°96T 00°000°96T 00°000°96T
- T€918'6 TS'€/8'8EV'T 28 erT'eYY'T 00'¥9¥'8er'T
- T€918'6 T1S'€/8'8EV'T 28 erT'eYY'T 00'¥9¥'8ev'T
pajj@oue) panlasay palaquinou3 pabreyd sSuoneolIPoN 19bpng
aouefeg 1o pred Jayy 186png
papuadxaun suoneudoiddy
(papuadxa 1anQ)

€ - v iquyx3

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS
SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS

dNNd LN3HdNO

(€21 ® T°'LT-8:0¥ YSCN) SI00Y2S [€907]
10 8sn Jo} uoneanp3 Jo pJeog 0] pauajsuel] (N)

safiey) pauajaq el

sleak g - suonezuoyiny Aouabilaw3 [evads
sabrey) pasiseqg (3)

30IA18S 199 [e101

spuog ® sueoT 1I3CN
1saJaiu| pue [edidulld Joj sljuswAeday ueo
:welbold ueoT1snil usalo
S9J0N U0 1SaJalU|
spuog uo 1sala|
SaJ0N uonedidnuy puog 1o uawAed
fediduld puog jo JuawAed
80IA8S 198 ()

suawanoidw) ende) [eio|

sanuanay
AQ18S-1JO sweibold a1enud pue algnd [eiol
S]99.1S SWepy pue uo}jieH JO UoRdNISU0IaYy
19V Alioyiny pun4 isni] uoneuodsuel ) Aasiar maN
sanuanay
£g18S-110 sweiBolid aleald pue algnd (2)

9UON
swawanoidwi ende)d (D)

sasuadx3 18y10
sabe\ pue sauees
‘[reled
.SdVD. Wolj papnjox3 - suonelado re1ol

17



NV 34V SININTLVLS TVIONVNI4 FHL OL S3LON ONIANVANODIV IHL

INIWILVLS SIHL 40 1dVd TVHdO3LNI

TS €87'GS0'CT

69'765'700°TT

00'T8E'S8
28'205'9/¢
00°000'689

suawasIngsiq

sabrey) pailaeg
Sjuelo) 3lelS pue [elapa4
Saxe| Palda||0oun Jo} aAIBSaY

18

88'620'1CT Z8'T18'06¥'CT
- suoneudoiddy Aouabiawg
- papuadxalano 28°'8/9'02 18-¥:v0v Agq suoneudoiddy
88'620'CT p3ji@doued 00°€ET'0LY'CT 196png
88'620'1CT 29 LLY'ILT T8'028'VET TS'€81'G50°CT Z8'T18'067'CT 00°€EET'OLY'CT SNOILVIHOHddY TVH3INID V101
00°000'689 00°000'689 00000689 soxe] pa}oa||0oun 10} dAI8saY ()
88'620'tCT 29 LLY'9LT 18'028'VET TS'€81'99€'TT Z8'TTI8'T08'TT 00'€ET'I8L'TT SNOILVIHddOdddY TVH3INTD TvL0L1dns
090 - - 0%'S0G'LTS 00'90G'LTS 00'905'LTS JOIAYIS 193d TO0HOS 121d1SId T 3dAL TVL1O0L
090 0v'€S9'EY 00'7S9'El 00'7S9'ey SOJON UO }salaju|
- 00'258°.8 00'258°.8 00258°.8 spuog uo 1salaiu|
- 00°'000'SS 00°'000'SS 00°'000'GS S8J0N uonedinuy puog Jo Juswked
- 00°000°TEE 00°000°TEE 00°000°TEE [edioulid puog jo JuswAied
92IAISS 199 [00Y9S 101sIq T adAL
.SdV2. WOYd a3an1ox3
- S3S0ddNd TO0HJS 101d1S1d TvO0T1 J04
8¢'620'8T T€918'6 00°ecy €2°692'T0g'E 28°,95'6¢2¢€'E 0068880€'E «SdVO. WOHd
a3an1oX3 S3S0dAdNd IvdIDINNN
H0Od SNOILVIHdOHddY TVH3INTO TVL0L
pajj@oue) panlasay palaquinou3 pabreyd sSuoneolIPoN 19bpng
aouefeg 1o pred Jayy 186png
papuadxaun papuadx3 suoneudoiddy
(papuadxa 1anQ)

9T0Z ‘T€ ¥39IN3D3A AIANT YVIA IHL HOS
SISVE AHOLVINO3Y - S3dNLIANIdX3 40 INJWILVLS

dNNd LN3HdNO
€ - v iquyx3






EXHIBIT B - TRUST FUNDS






TRUST FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

ASSETS

Animal Control Fund:
Cash - Treasurer

LOSAP (unaudited)
Investment

Other Funds
Cash - Treasurer
Due from Current Fund
Public Defender Fees

LIABILITIES, RESERVES AND FUND BALANCE

Animal Control Fund
Reserve for:
Dog Expenditures
Cat Expenditures
Due to Current Fund

LOSAP (unaudited)
Reserve for LOSAP

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN

Exhibit B

Sheet 1 of 2

2016 2015
24,925.69 24,084.03
24,925.69 24,084.03
159,981.49 147,828.02
159,981.49 147,828.02
833,004.83 565,972.28
989.00 989.00
833,993.83 566,961.28
1,018,901.01 738,873.33
3,841.80 4,507.80
11,579.69 11,371.23
9,504.20 8,205.00
24,925.69 24,084.03
159,981.49 147,828.02
159,981.49 147,828.02

INTEGRAL PART OF THIS STATEMENT
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Exhibit B

Sheet 2 of 2
TRUST FUND
COMPARATIVE BALANCE SHEET - REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,
2016 2015
Other Funds

Due to Current Fund $ 1,959.00 1,959.00
Payroll Taxes Payable 31,675.21 31,957.46
Tax Title Lien Redemptions and Premiums 633,531.76 375,551.05
Reserves for Miscellaneous Trusts 166,827.86 157,493.77
833,993.83 566,961.28

$ 1,018,901.01 738,873.33

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN
INTEGRAL PART OF THIS STATEMENT
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EXHIBIT C - GENERAL CAPITAL FUND






GENERAL CAPITAL FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

AS OF DECEMBER 31,

Exhibit C

2016 2015
ASSETS
Cash $ 1,921,075.23 2,553,738.15
Cash Held by New Jersey
Environmental Infrastructure Trust - 102,065.00
Deferred Charges to Future Taxation -
Funded 10,401,953.88 12,066,462.09
Unfunded 8,400,061.00 7,965,061.00
20,723,090.11 22,687,326.24
LIABILITIES, RESERVES AND FUND BALANCE
Encumbrances Payable 243,438.20 488,270.14
Bond Anticipation Notes Payable 6,246,765.00 5,811,765.00
Serial Bonds Payable 6,784,625.00 7,989,309.00
Green Trust Loan Payable 63,793.58 81,043.24
Environmental Infrastructure Trust Loans Payable 1,143,160.30 1,255,418.85
School Serial Bonds 2,410,375.00 2,740,691.00
Reserve for Payment Bonds and Notes 44,184.00 -
Reserve for Improvements to Sewer System 25,000.00 25,000.00
Improvement Authorizations:
Funded 703,540.25 774,262.75
Unfunded 2,946,513.02 3,359,870.50
Capital Improvement Fund 110,405.00 110,405.00
Fund Balance 1,290.76 51,290.76
$ 20,723,090.11 22,687,326.24

There were bonds and notes authorized but not issued at December 31,

2015
2016

2,153,296.00
2,153,296.00

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN

INTEGRAL PART OF THIS FINANCIAL STATEMENT
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GENERAL CAPITAL FUND
COMPARATIVE STATEMENT OF FUND BALANCE -
REGULATORY BASIS
FOR THE YEAR ENDED DECEMBER 31,

Exhibit C - 1

2016 2015
Beginning Balance January 1 $ 51,290.76 22,714.00
Increased by:
Premiums on Sale of Notes 28,577.00
Decreased by:
Miscellanous - 0.24
Payment to Current Fund as Anticipated Revenue 50,000.00 -
Ending Balance December 31 $ 1,290.76 51,290.76
THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN
INTEGRAL PART OF THIS STATEMENT 22



EXHIBIT G - GENERAL FIXED ASSETS






Exhibit G
GENERAL FIXED ASSETS ACCOUNT GROUP
STATEMENT OF GENERAL FIXED ASSETS - REGULATORY BASIS
AS OF DECEMBER 31,

2016 2015

General Fixed Assets:

Land $ 2,663,681.92 1,565,318.67

Buildings 5,542,081.82 5,654,605.97

Machinery and Equipment 2,324,676.67 2,281,246.36

Vehicles 2,873,228.81 2,735,538.81
Total General Fixed Assets 13,403,669.22 12,236,709.81
Investment in General Fixed Assets $ 13,403,669.22 12,236,709.81

THE ACCOMPANYING NOTES TO THE FINANCIAL STATEMENTS ARE AN
INTEGRAL PART OF THIS STATEMENT
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NOTES TO FINANCIAL STATEMENTS






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

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Reporting Entity

Except as noted below, the financial statements of the City of Linwood include every board, body, office or
commission supported and maintained wholly or in part by funds appropriated by the City of Linwood, as
required by N.J.S. 40A:5-5.

Component units are legally separate organizations for which the City is financially accountable. The City is
financially accountable for an organization if the City appoints a voting majority of the organization’s
governing board and (1) the City is able to significantly influence the programs or services performed or
provided by the organization; or (2) the City is legally entitled to or can otherwise access the organization’s
resources; the City is legally obligated or has otherwise assumed the responsibility to finance the deficits of
or provide financial support to the organization; or the City is obligated for the debt of the organization.
Component units may also include organizations that are fiscally dependent on the City in that the City
approves the budget, the issuance of debt or the levying of taxes. The Linwood Board of Education,
Belhaven Avenue, Linwood, NJ 08221 and the Linwood Public Library, 301 Davis Avenue, Linwood, NJ
08221 are component units. However, under the regulatory basis of accounting in New Jersey, the
component units are neither blended nor shown in a discrete presentation in the financial statements of the
City. The Board of Education does have an independent audit performed and a copy is available at the
Board's offices. The Linwood Public Library also has an independent audit performed and a copy is
available at the Library.

B. Description of Funds

The accounting policies of the City of Linwood conform to the accounting principles applicable to
municipalities which have been prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. 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 the respect to public funds. Under this method of accounting, the City of
Linwood accounts for its financial transactions through the following separate funds:

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

Trust Funds -- receipts, custodianship and disbursement of funds in accordance with the purpose for which
each reserve was created.

General Capital Fund -- receipt and disbursement of funds for the acquisition of general facilities, other than
those acquired in the Current Fund.

General Fixed Assets Account Group -- All fixed assets used in governmental fund type operations (general
fixed assets) are accounted for in the general fixed assets account group, rather than in governmental funds.

C. Basis of Accounting

The accounting principles and practices prescribed for municipalities by the State of New Jersey differ in
certain respects from generally accepted accounting principles applicable to local governmental units. The
more significant policies in New Jersey follow.

A modified accrual basis of accounting is followed with minor exceptions.

Revenues -- are recorded as received in cash except for certain amounts which are due from other

governmental units. Receipts from Federal and State grants are realized as revenue when anticipated in the
City budget. Receivables for property taxes are recorded with offsetting reserves on the balance sheet of the
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City's Current Fund; accordingly, such amounts are not recorded as revenue until collected. Other amounts
that are due to the City which are susceptible to accrual are also recorded as receivables with offsetting
reserves and recorded as revenue when received.

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 the Encumbrance Accounting System. Outstanding encumbrances at December 31 are
reported as a cash liability in the financial statements. Appropriation reserves covering unencumbered
appropriation balances are automatically created at December 31st of each year and recorded as liabilities,
except for amounts which may be canceled by the Governing Body. Appropriation reserves are available,
until lapsed at the close of the succeeding year, to meet specific claims, commitments or contracts incurred
during the preceding fiscal year. Lapsed appropriation reserves are recorded as income. Appropriations for
principal payments on outstanding general capital bonds and notes are provided on the cash basis; interest
on general capital indebtedness is on the cash basis. Compensated absences are treated on a pay as you
go basis with no amount charged to operations in the year incurred.

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

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.

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

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

As required by New Jersey Statutes, foreclosed property is reported in the current operating fund of the
municipality.

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

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost is not available
except for land which is valued at estimated market value on the date of acquisition. Expenditures for long
lived assets with an original cost in excess of $500 are capitalized.

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.

{This space intentionally left blank}

25



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

The following schedule is a summarization of the changes in general fixed assets for the

ended December 31, 2016 and 2015.

calendar year

Balance Balance
as of Adjustments/ Adjustments/ as of
12/31/2015 Additions Deletions 12/31/2016
Land $ 1,565,318.67 1,098,363.25 2,663,681.92
Buildings and Improvements 5,654,605.97 2,545.00 115,069.15 5,542,081.82
Furniture, Fixtures & Equip. 2,281,246.36 161,786.51 118,356.20 2,324,676.67
Vehicles 2,735,538.81 137,690.00 2,873,228.81
Total 12,236,709.81 1,400,384.76 233,425.35 13,403,669.22
Balance Balance
as of Adjustments/ Adjustments/ as of
12/31/2014 Additions Deletions 12/31/2015
Land 1,565,319.00 0.33 1,565,318.67
Buildings and Improvements 5,644,127.00 10,478.97 5,654,605.97
Furniture, Fixtures & Equip. 2,293,225.00 43,819.68 55,798.32 2,281,246.36
Vehicles 2,765,539.00 30,000.19 2,735,538.81
Total $ 12,268,210.00 54,298.65 85,798.84 12,236,709.81

Levy of Taxes -- The County Board of Taxation certifies the tax levy of the municipality each year. The tax
levy is based on the assessed valuation of taxable property within the municipality. Taxes are payable on
the first day of February, May, August, and November. Any taxes that have not been paid by the 11th day of
the 11th month in the fiscal year levied are subject to being included in the tax sale and the lien enforced by
selling the property in accordance with NJSA 54:5 et. seq.

The municipality is responsible for remitting 100% of the school and county taxes to the respective agency.
The loss for delinquent or uncollectible accounts is borne by the municipality and not the school district or
county.

Interest on Delinquent Taxes — It is the policy of the City to collect interest for the nonpayment of taxes or
assessments on or before the date when they would become delinquent. The Tax Collector is authorized to
charge eight percent (8%) per annum on the first $1,500.00 of taxes becoming delinquent after due date and
eighteen percent (18%) per annum on any amount of taxes in excess of $1,500 becoming delinquent after
due date and if a delinquency is in excess of $10,000.00 and remains in arrears beyond December 31%, an
additional penalty of six percent (6%) shall be charged against the delinquency. There is a ten day grace
period.

Capitalization of Interest -- It is the policy to the City to treat interest on projects as a current expense and the
interest is included in the current operating budget.

Use of Estimates -- The preparation of financial statements in conformity with generally accepted accounting
principles or the statutory basis of accounting requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Compensated Absences — Compensated absences are those absences for which employees will be paid,
such as vacation, sick leave, and sabbatical leave. New Jersey municipalities are permitted to accrue a
compensated absences liability. The City has begun to accumulate funds for accrued absences. See Note
15 for additional information on the City’s compensated absences policy.
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D. Required Financial Statements

The State of New Jersey requires the following financial statements to be presented for each fund on the
regulatory basis of accounting: Balance Sheet, Statement of Operations and Changes in Fund Balance,
Statement of Revenue and Statement of Expenditures. These statements differ from those presented under
Generally Accepted Accounting Principles, which requires a Statement of Net Position and Statement of
Activities in addition to the fund financial statements.

E. Comparative Data

Comparative total data for the prior year has been presented in the accompanying Balance Sheets and
Statement of Operations in order to provide an understanding of changes in the City's financial position.
However, comparative (i.e., presentation of prior year totals by fund type) data have not been presented in
the Statement of Revenues-Regulatory Basis and Statement of Expenditures-Regulatory Basis since their
inclusion would make the statements unduly complex and difficult to read.

E. Recent Accounting Pronouncements Not Yet Effective

In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 74, “Financial
Reporting for Postemployment Benefit Plans other Than Pension Plans”. This statement is effective for fiscal
periods beginning after June 30, 2016, and establishes new accounting and financial reporting requirements
for OPEB plans. It is anticipated that this statement will not have any effect on the City’s financial reporting.

In June 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 75, “Accounting
and Financial Reporting for Postemployment Benefits Other Than Pensions”. This statement is effective for
fiscal periods beginning after June 30, 2017. Although not determinable, the impact of this statement on the
net position of the entity is anticipated to be significant.

In August 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 77 “Tax
Abatement Disclosures”. This statement, which is effective for fiscal periods beginning after December 15,
2015, will not have any effect on the City’s financial reporting.

In December 2015, the Governmental Accounting Standards Board (GASB) issued Statement No. 78
“Pensions Provided through Certain Multiple-Employer Defined Benefit Pension Plans”. This statement,
which is effective for fiscal periods beginning after December 15, 2015, will not have any effect on the City’s
financial reporting.

In January 2016, the Governmental Accounting Standards Board (GASB) issued Statement No. 80 “Blending
Requirements for Certain Component Units — an amendment of GASB Statement No. 14”. This statement,
which is effective for fiscal periods beginning after June 15, 2016, will not have any effect on the City’s
financial reporting.

In March 2016, the Governmental Accounting Standards Board (GASB) issued Statement No. 81
“Irrevocable Split-Interest Agreements” This statement, which is effective for fiscal periods beginning after
December 15, 2016, will not have any effect on the City’s financial reporting.

In March 2016, the Governmental Accounting Standards Board (GASB) issued Statement No. 82 “Pension
issues — an amendment of GASB Statements No. 67, N0.68, and No. 73”. This statement, which is effective
for fiscal periods beginning after June 15, 2016, may have an effect on the City’s financial reporting.

In November 2016, the Governmental Accounting Standards Board (GASB) issued Statement No. 83

“Certain Asset Retirement Obligations” This statement, which is effective for fiscal periods beginning after
June 15, 2018, will not have any effect on the City’s financial reporting.
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Note 2: BUDGETARY INFORMATION

Under New Jersey State Statutes, the annual budget is required to be a balanced cash basis document. To
accomplish this, the municipality is required to establish a reserve for uncollected taxes. The 2016 and 2015
statutory budgets included a reserve for uncollected taxes in the amount of $689,000.00 and $521,530.00,
respectively. To balance the budget, the municipality is required to show a budgeted fund balance. The
amount of fund balance budgeted to balance the 2016 and 2015 statutory budgets was $165,000 and
$200,000 respectively.

The Chief Financial Officer has the discretion of approving intra department budgetary transfers throughout
the year. Inter department transfers are not permitted prior to November 1. After November 1 these
transfers can be made in the form of a resolution and approved by City Council. The following significant
budget transfers were approved in the 2016 and 2015 calendar years:

2016 2015
Police - Salaries & Wages (25,000.00)
Police - Other Expenses 25,000.00
Fire - Salaries & Wages (35,000.00)
Gas (16,000.00)

NJSA 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 the 2016 calendar year, City Council approved a budget
insertion for Clean Communities in the amount of $20,678.82. During the 2015 calendar year, City Council
approved budget insertions for Clean Communities in the amount of $18,083.50 and $190,000.00 for NJDOT
Wood-Lynne Boulevard Roadway Improvements.

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 budget of the succeeding year. Special emergency appropriations are permitted to be
raised in the budgets of the succeeding three or five years. During the 2016 and 2015 calendar years, no
emergency appropriations or special emergencies were approved by City Council.

The unfunded balance on the Property Revaluation as of December 31, 2016 and 2015 was $40,180.00 and
$80,360.00, respectively.

In addition, NJSA 40A:4-60 permits the Governing Body to cancel, by resolution, any unexpended balances
of appropriations prior to year end. The following significant cancellations were approved in the 2016 and
2015 calendar years:

2016 2015
Insurance
Employee Group Health $ 20,000.00
Police
Salaries and Wages 50,000.00 80,000.00

{This space intentionally left blank}
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Note 3: INVESTMENTS
As of December 31, 2016 and 2015, the municipality had no investments.

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

Credit Risk. New Jersey Statutes 40A:5-15.1(a) limits municipal investments to those specified in the
Statutes. The type of allowable investments are Bonds of the United States of America or of the local unit or
school districts of which the local unit is a part of: 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 municipality places no limit on the amount the City may invest in any
one issuer.

Unaudited Investments

As more fully described in Note 19, the City has created a Length of Service Award Program (LOSAP) for
emergency service volunteers. The LOSAP investments are similar to those allowed in a deferred
compensation program as specified in NJSA 43:15B-1 et. seq. except that all investments are retained in the
name of the City. All investments are valued at contract value. In accordance with NJAC 5:30-14.37 the
investments are maintained by Mass Mutual Financial Group, as of April 1, 2016. Prior to April 1, 2016 the
investments were held by Lincoln Benefit Life Company. Both Mass Mutual Financial Group and Lincoln
Benefit Life Company are authorized providers approved by the Division of Local Government Services.

The balance in the account on December 31, 2016 and 2015 amounted to $159,981.49 and $147,828.02,
respectively. The information on 5% or more invested with Mass Mutual Financial Group is not yet available.

Note 4: 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 municipality’s policy is based on New Jersey Statutes
requiring cash be deposited only in New Jersey based banking institutions that participate in the 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. Under the act, all demand deposits are covered
by the Federal Deposit Insurance Corporation (FDIC). Public funds owned by the municipality in excess of
FDIC insured amounts are protected by GUDPA. However GUDPA does not protect intermingled trust funds
such as salary withholdings, bail funds or funds that may pass to the municipality relative to the happening of
a future condition. As of December 31, 2016 and 2015, $0 of the municipality’s bank balance of
$4,759,042.43 and $4,981,431.13 was exposed to custodial credit risk.

Note 5: LONG TERM DEBT

Long-term debt as of December 31, 2016 and 2015 consisted of the following:
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Balance Ending Due in
12/31/2015 Additions Payments 12/31/2016 One Year
General $ 9,325,771.09 1,334,192.21 7,991,578.88 1,218,862.46
School 2,740,691.00 330,316.00 2,410,375.00 352,511.00
Comp. Absences 588,992.34 252,622.90 252,629.49 588,985.75 -
Total 12,655,454.43 252,622.90 1,917,137.70 10,990,939.63 1,571,373.46
Balance Ending Due in
12/31/2014 Additions Payments 12/31/2015 One Year
General 10,596,142.00 1,270,370.91 9,325,771.09 1,295,710.00
School 3,076,007.00 335,316.00 2,740,691.00 330,316.00
Comp. Absences 622,009.66 239,072.52 272,089.84 588,992.34 -
Total $ 14,294,158.66 239,072.52 1,877,776.75 12,655,454.43 1,626,026.00

As of December 31, 2016, all outstanding bonds are included in the general capital fund and interest and
principal reductions are included in the current operating budget of the City.

The regulatory basis of accounting in New Jersey does not recognize accumulated absences as long-term
debt. Accumulated absence liabilities are more fully described in Note 15.

Summary of Municipal Debt

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

$2,020,000.00 General Obligations Bonds dated September 15, 2005 for various improvement in the City.
The bonds were payable annually on August 1 with interest paid semi-annually on February 1 and August 1.
Interest rates varied from 3.25% to 3.625%. The final payment on this issue was made August 1, 2016.

$4,099,222.00 General Obligation Bonds dated September 1, 2010 for various improvements in the City with
a balance due on December 31, 2016 of $2,404,625.00.00. The bonds are payable annually on August 15
with interest paid semi-annually on February 15 and August 15. Interest rates vary from 2.00% to 2.50%.
The final payment is due August 15, 2020.

$5,960,000.00 General Obligation Refunding Bonds dated February 7, 2012 payable in annual installments
through July 15, 2023. |Interest is paid semiannually at varying rates ranging from 2.00% to 4.00% per
annum. The total savings to the City was $505,852.00, or 6.24% as a result of refunding the 2003 bond
issue. The refunding bonds are not subject to optional redemption prior to their stated maturities. The
balance remaining as of December 31, 2016 was $4,380,000.00.

$148,500.00 Green Trust Loan dated December 22, 1997 for Construction of a bike path in the City. This is
a direct reduction loan payable semiannually with interest and principal with a balance due on December 31,
2016 of $13,301.07. The bonds are payable semiannually on March 22 and September 22. Interest is
calculated at 2%. The final payment is due March 22, 2018.

$150,000.00 Green Trust Loan dated July 9, 2002 for Lighting at All Wars Memorial Park in the City. This is
a direct reduction loan payable semiannually with interest and principal with a balance due on December 31,
2016 of $50,492.51. The bonds are payable semiannually on January 15 and July 15. Interest is calculated
at 2%. The final payment is due January 15, 2022.

$360,000.00 New Jersey Environmental Infrastructure Trust Loan dated May 3, 2012 for the Southwest
Drainage Improvement Project. Principal payments on this loan are payable annually on August 1, with a
balance due on December 31, 2016 of $300,000.00, with interest paid semi-annually on February 1 and
August 1. Interest rates vary from 2.00% to 5.00%. The final payment is due on August 1, 2031.
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$1,155,931.00 New Jersey Environmental Infrastructure Trust Loan dated May 3, 2012 for the Southwest
Drainage Improvement Project. Semiannual principal payments were due on February 1 and August 1, with
a balance due on December 31, 2016 of $843,160.30. Based on the agreement with the State, this loan is
interest free. The final payment is due August 1, 2031.

$230,778.00 School Bonds dated September 1, 2010 for construction and various improvements to the two
elementary schools located within the City with a balance due on December 31, 2016 of $135,375.00. The
bonds are payable annually on August 15 with interest paid semi-annually on February 15 and August 15.
Interest rates vary from 2.00% to 2.50%. The final payment is due August 15, 2020.

$1,280,000.00 School Refunding Bonds dated February 7, 2012 payable in annual installments through July
15, 2023. Interest is paid semiannually at varying rates ranging from 2.00% to 4.00% per annum. As
indicated above, the total savings to the City was $505,852.00, or 6.24% as a result of refunding the 2003
bond issue. The refunding bonds are not subject to optional redemption prior to their stated maturities. The
balance remaining as of December 31, 2016 was $840,000.00.

$1,615,000.00 School Refunding Bonds dated December 3, 2014 payable in annual installments through
August 1, 2024. Interest is paid semiannually at 3% per annum. The total savings to the City was
47,073.58, or 3.03% as a result of refunding the 2005 bond issue. The refunding bonds are not subject to
optional redemption prior to their stated maturities. The balance remaining as of December 31, 2016 was
$1,435,000.00.

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

Year Ending
December 31, Principal Interest Total
2017 $ 1,571,373.56 317,768.31 1,889,141.87
2018 1,612,204.60 278,364.61 1,890,569.21
2019 1,677,906.64 229,065.93 1,906,972.57
2020 1,703,090.16 176,675.40 1,879,765.56
2021 1,098,277.38 122,363.19 1,220,640.57
2022-2026 2,358,702.74 158,316.22 2,517,018.96
2027-2031 380,398.80 17,256.00 397,654.80
Total $ 10,401,953.88 1,299,809.66 11,701,763.54

As of December 31, 2016, the carrying value of the above bonds approximates the fair value of the bonds.
The debt service for the School Bonds is included in the municipal budget as a component of the Amount to
be Raised by Taxation but is a component of the school tax levy. During the calendar years 2016 and 2015,
the City’s total amount to be raised by taxation included $489,506.00 and $422,528.00 respectively, for Local
District School Tax.
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Summary of Municipal Debt Year 2016

Year 2015

Year 2014

Bonds & Notes Issued:
General
School

$ 10,791,343.88
5,857,375.00

11,635,536.09
6,242,691.00

11,975,907.00
6,578,007.00

Net Bonds & Notes Issued
Bonds & Notes Authorized But Not Issued:

16,648,718.88

17,878,227.09

18,553,914.00

General 1,803,296.00 1,803,296.00 1,803,296.00
School 350,000.00 350,000.00 350,000.00
Net Bonds & Notes Authorized But Not
Issued 2,153,296.00 2,153,296.00 2,153,296.00
Net Bonds & Notes Issued and Authorized But
Not Issued $ 18,802,014.88 20,031,523.09 20,707,210.00

Summary of Statutory Debt Condition - Annual Debt Statement

The summarized statement of debt condition which follows is prepared in accordance with the required
method of setting up the Annual Debt Statement and indicates a statutory net debt of 1.298%.

Gross Debt

Deductions

Net Debt

Local School Debt $
Regional School District Debt
General Debt

6,207,375.00
11,727,018.43
12,633,121.28

6,207,375.00
11,727,018.43

12,633,121.28

$ 30,567,514.71

17,934,393.43

12,633,121.28

Net Debt $12,633,121.28 + Equalized Valuation Basis per N.J.S.A. 40A:2-2 as amended, $972,902,899.00 =
1.298%. The above information is not in agreement with the Annual Debt Statement filed by the City. A

revised Statement will be filed with the State of New Jersey.

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

3 1/2% of Equalized Valuation Basis (Municipal) $

Net Debt
Remaining Borrowing Power

Note 6: SHORT TERM OBLIGATIONS

34,051,601.47
12,633,121.28

21,418,480.19

Balance Balance
12/31/2015 Issued Paid 12/31/2016
General Capital Note $ 2,309,765.00 510,000.00 20,000.00 2,799,765.00
School Note 3,502,000.00 55,000.00 3,447,000.00
Special Emergency Note 80,360.00 40,180.00 40,180.00
5,892,125.00 510,000.00 115,180.00 6,286,945.00
Balance Balance
12/31/2014 Issued Paid 12/31/2015
General Capital Note 1,379,765.00 950,000.00 20,000.00 2,309,765.00
School Note 3,502,000.00 3,502,000.00
Special Emergency Note 120,540.00 40,180.00 80,360.00
$ 5,002,305.00 950,000.00 60,180.00 5,892,125.00
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As of December 31, 2016 the City had the following bond anticipation notes outstanding:

r

2016 Interest Date of
Bank Amount Rate Maturity
Current Fund (Special Emergency)
OceanFirst Bank $ 40,180.00 1.25% 7/27/2017
General Capital
Oppenheimer & Co., Inc. 2,289,765.00 2.00% 712712017
Township of New Brunswick, NJ 510,000.00 1.37%  12/19/2017
Jefferies, LLC 3,447,000.00 2.00% 4/4/2017
Total Special Emergency and
Bond Anticipation Notes $ 6,286,945.00

The City has included in its 2017 Local Municipal Budget $40,180 for the final payment on the Special
Emergency Note. It is the intent of the City to renew the bond anticipation notes for an additional one year
period upon maturity, with a pay down of $309,000.

Note 7: LEASES OBLIGATIONS

Operating Leases

In October 2015, the City entered into agreements to lease three (3) copy machines under operating leases.
The total lease payments in 2016 and 2015 were $5,304.00 and $9,792.00 respectively. The term for the
three leases is 48 months and they will expire on October 26, 2019. The City has the option to purchase this
equipment at the termination of the lease for the fair market value.

Capital Leases

The City is leasing three (3) police vehicles and equipment totaling $92,710.00 under capital leases. Annual
lease payments are made to Ford Motor Credit Company and include interest at a rate of 5.95% per annum.

The following is a schedule of the future minimum lease payments under this capital lease and the net
minimum lease payments at December 31, 2016.

Year Operating Capital
2017 5,304.00 25,223.89
2018 5,304.00 25,223.89
2019 4,420.00 25,223.89
Total minimum lease payments 15,028.00 75,671.67
Less amount representing interest 0 8,185.56
Present value of minimum lease payments $ 15,028.00 67,486.11
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Note 8: FUND BALANCES APPROPRIATED

Fund balances at December 31, 2016 and 2015 which were appropriated and included as anticipated
revenue in the current operating budget for the year ending December 31, 2017 and 2016 were as follows:

2017 2016
Current Fund $ 105,000.00 165,000.00

As of the date of this audit report, the City has not adopted the 2017 Local Municipal Budget and the above
amount is subject to change. Municipalities are permitted to appropriate the full amount of fund balance, net
of any amounts due from the State of NJ for Senior Citizens and Veterans deductions, deferred charges, and
cash deficit.

Note 9: DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At December 31, 2016,
the following deferred charges are shown on the balance sheets of the various funds.

Balance to
Balance 2017 Budget Succeeding
12/31/2016 Appropriation Budgets

Current Fund:
Special Emergency NJSA 40A:4-55 $ 40,180.00 40,180.00 -
$ 40,180.00 40,180.00 -

The appropriations in the 2017 budget are not less than that required by statute.
Note 10: SCHOOL TAXES

Local District and Regional High School Taxes have been raised and remitted, or established as a payable,
to the respective district in the following amounts:

2016 2015
Local School District $ 11,367,976.00 11,446,971.00
Regional High School District 6,317,665.00 6,395,889.00

Since the school districts operate on a July 1 to June 30 fiscal year the school tax levy is determined by
taking 50% of the prior year and 50% of the current year requirements, plus the actual amount needed for
debt service.

Note 11: TAXES COLLECTED IN ADVANCE

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

Balance Balance
12/31/2016 12/31/2015
Prepaid Taxes $ 260,214.40 343,769.34
Cash Liability for Taxes Collected in Advance $ 260,214.40 343,769.34
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Note 12: PENSION FUNDS

Description of Plans

Substantially all of the City’s employees are covered by the Public Employees’ Retirement System cost
sharing multiple-employer defined benefit pension plan which has been established by State Statute and is
administered by the New Jersey Division of Pension and Benefits (Division). According to the State of New
Jersey Administrative Code, all obligations of the System will be assumed by the State of New Jersey should
the system terminate. The Division issues a publicly available financial report that includes the financial
statements and required supplementary information for the Public Employees Retirement System. This
report may be obtained by writing to the division of Pensions and Benefits, PO Box 295, Trenton, New
Jersey, 08625 or the report can be accessed on the internet at —
http://www.state.nj.us/treasury/pensions/annrpts.shtml.

Public Employees’ Retirement System

The Public Employees' Retirement System was established in January, 1955 under the provisions of
N.J.S.A. 43:15A to provide retirement, death, disability and medical benefits to certain qualified members.
The Public Employees’ Retirement System is a cost-sharing multiple-employer plan. Membership is
mandatory for substantially all full time employees of the State or any county, municipality, school district or
public agency provided the employee is not required to be a member of another State-administered
retirement system.

Police and Fireman’s Retirement System

The contribution policy for the Police and Fireman’s Retirement System (PFRS) is set by N.J.S.A. 43:16 and
requires contributions by active members and contributing employers. Plan member and employer
contributions may be amended by State of New Jersey legislation. PFRS provides for employee
contributions of 10.0% of employees’ annual compensation, as defined. Employers are required to
contribute at an actuarially determined rate.

Defined Contribution Retirement Program (DCRP)

The Defined Contribution Retirement Program (DCRP) was established as of July 1, 2008 under the
provisions of Chapter 92, P.L. 2008 and Chapter 103, P.L. 2008 (NJSA 43:15:c-1 et seq). The DCRP is a
cost-sharing multiple-employer defined contribution pension fund. The DCRP provides eligible members,
and their beneficiaries with a tax-sheltered, defined contribution retirement benefit, along with life insurance
and disability coverage. Vesting and benefit provisions are established by NJSA 43:15C-1 et seq.

Funding Policy

The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L. of 1994, Chapter 115, P.L. of 1997 and
N.J.S.A. 18:66, and requires contributions by active members and contributing employers. Plan member and
employer contributions may be amended by State of new Jersey legislation. PERS provided for employee
contributions of 7.06% through June 30, 2016 and 7.20% thereafter of employees’ annual compensation, as
defined. Employers are required to contribute to an actuarially determined rate in PERS. The current PERS
rate is 13.64% of covered payroll. The City's contributions to PERS for the years ended December 31, 2016,
2015 and 2014 were $147,467.65, $151,542, and $155,604.00.

The contribution policy for the PFRS is set by N.J.S.A. 43:16 and requires contributions by active members
and contributing employers. Plan member and employer contributions may be amended by State of New
Jersey legislation. PFRS provides for employee contributions of 10.0% of employees’ annual compensation,
as defined. Employers are required to contribute at an actuarially determined rate. The current PFRS rate is
27.32% of covered payroll. The City’s contributions to PFRS for the years ended December 31, 2016, 2015,
and 2014 were $414,204.00, $379,476.00, and $395,186.00.
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The total payroll for the years ended December 31, 2016, 2015, and 2014 was $3,051,036.66,
$3,448,282.22, and $3,523,793.32. Payroll covered by PERS was $1,313,149.00, $1,348,188.00, and
$1,351,902.00, respectively. Payroll covered by PFRS was $1,516,298.00, $1,411,556.00, and
$1,575,159.00, respectively.

Significant Legislation

Chapter 78, P.L. 2011, effective June 28, 2011 made various changes to the manner in which the Public
Employees’ Retirement System (PERS) and the Police and Firemen’s Retirement System (PFRS) operate
and to the benefit provisions of those systems.

Chapter 78's provisions impacting employee pension and health benefits include:

e New members of the PERS hired on or after June 28, 2011 (Tier 5 members) will need 30 years of
creditable service and age 65 for receipt of the early retirement benefit without a reduction of ¥ of
1% for each month that the member is under age 65.

e The eligibility age to qualify for a service retirement in the PERS is increased from age 63 to 65 for
Tier 5 members.

e The annual benefit under special retirement for new PFRS members enrolled after June 28, 2011
(Tier 3 members), will be 60% instead of 65% of the member’s final compensation plus 1% for each
year of creditable service over 25 years but not to exceed 30 years.

e Increases in active member contribution rates. PERS active member rates increase from 5.5% of
annual compensation to 6.5% plus an additional 1% phased-in over 7 years; PFRS active member
rate increase from 8.5% to 10%. For fiscal year 2012, the member contribution rates increased in
October 2011. The phase-in of the additional incremental member contribution rates for PES
members will take place in July of each subsequent fiscal year.

e The payment of automatic cost-of-living adjustment (COLA) additional increases to current and
future retirees and beneficiaries is suspended until reactivated as permitted by this law.

e New employee contribution requirements towards the cost of employer-provided health benefit
coverage. Employees are required to contribute a certain percentage of the cost of coverage. The
rate of contribution is determined based on the employee’s annual salary and the selected level of
coverage. The increased employee contributions will be phased in over a 4-year period for those
employed prior to Chapter 78’s effective date with a minimum contribution required to be at least
1.5% of salary.

e |n addition, this new legislation changes the method for amortizing the pension systems’ unfunded
accrued liability (from a level percent of pay method to a level dollar of pay).

Chapter 1, P.L. 2010, effective May 21, 2010, made a number of changes to the State-administered
retirement systems concerning eligibility, the retirement allowance formula, the definition of compensation,
the positions eligible for service credit, the non-forfeitable right to a pension, the prosecutor’'s part of the
PERS, special retirement under the PFRS, and employer contributions to the retirement systems.

Also, Chapter 1, P.L. 2010 changed the membership eligibility criteria for new members of PERS from the
amount of annual compensation to the number of hours worked weekly. Also, it returned the benefit
multiplier for new members of PERS to 1/60" from 1/55™", and it provided that new members of PERS have
the retirement allowance calculated using the average annual compensation for the last five years of service
instead of the last three years of service. New members of PERS will no longer receive pension service
credit from more than one employer. Pension service credit will be earned for the highest paid position only.
For new members of the PFRS, the law capped the maximum compensation that can be used to calculate a
pension from these plans at the annual wage contribution base for social security, and requires the pension
to be calculated using a three year average annual compensation instead of the last year’s salary. This law
also closed the Prosecutors Part of the PERS to new members and repealed the law for new members that
provided a non-forfeitable right to receive a pension based on the laws of the retirement system in place at
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the time 5 years of pension service credit is attained. The law also requires the State to make its full pension
contribution, defined a 1/7" of the required amount, beginning in fiscal years 2012.

Chapter 3, P.L. 2010, effective May 21, 2010, replaced the accidental and ordinary disability retirement for
new members of the PERS with disability insurance coverage similar to that provided by the State to
individuals enrolled in the State’s Defined Contribution Retirement Program.

Chapter 92, P.L. 2007 implemented certain recommendations contained in the December 1, 2006 report of
the Joint Legislative Committee on Public Employee Benefits Reform; established a DCRP for elected and
certain appointed officials, effective July 1, 2007; the new pension loan interest rate became 4.69% per year,
and an $8.00 processing fee per loan was charged, effective January 1, 2008. The legislation also removed
language from existing law that permits the State Treasurer to reduce employer pension contributions
needed to fund the Funds and Systems when excess assets are available.

NOTE 13: PENSION LIABILITIES

In 2012, the Governmental Accounting Standards Board issued GASB statement 68. This statement is
effective for fiscal years beginning after June 15, 2014. This statement changes the method of reporting the
municipality’s pension liabilities. However, due to the fact that the municipality reports on the regulatory
basis of accounting, no financial statement impact will be recognized.

The following represents the municipality’s pension liabilities as June 30, 2016:
Public Employees’ Retirement System

The Municipality has a liability of $6,017,902 for its proportionate share of the 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 Municipality’s proportion of the
net pension liability was based on a projection of the Municipality’s long-term share of contributions to the
pension plan relative to the projected contributions of all participating employers, actuarially determined. At
June 30, 2016, the Municipality’s proportion would be 0.02031898940%, which would be an increase of
5.98% from its proportion measured as of June 30, 2015.

For the year ended December 31, 2016, the Municipality would have recognized pension expense of

$503,121. At December 31, 2016, the Municipality would report deferred outflows of resources and deferred
inflows of resources related to PERS from the following sources:

Deferred Outflows Deferred Inflows

of Resources of Resources
Differences between expected & actual experience $ 111,915
Changes of assumptions 1,246,588
Changes in proportion 186,974 (398,471)
Net difference between projected and actual earnings
on pension plan investments 229,468
Total $ 1,774,945 (398,471)

Amounts that would be reported as deferred outflows of resources and deferred inflows of resources related
to pensions would be recognized in pension expense as follows:
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Year ended
June 30,
2017 $ 311,505
2018 311,505
2019 356,114
2020 298,008
2021 99,343
Total $ 1,376,474

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 was rolled forward to June 30, 2016. This actuarial valuation used the following
assumptions, applied to all periods in the measurement:

Inflation rate 3.08%

Salary increases:

Through 2026 1.65% - 4.15% (based on age)
Thereafter 2.65% - 5.15% (based on age)
Investment rate of return: 7.65%

Pre-retirement mortality rates were based on the RP-2000 Employee Preretirement 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 2014 using a
generational approach based on the plan actuary’s modified MP-2014 projection scale. Post-retirement
mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables (set back 1
year for males and females) for service retirements and beneficiaries of former members and a one-year
static projection based on mortality improvement Scale AA. In addition, the tables for service retirements
and beneficiaries of former members provide for future improvements in mortality from the base year of 2013
using a generational approach based on the plan actuary’s modified MP-2014 projection scale. Disability
retirement rates used to value disabled retirees were based on the RP-2000 Disabled Mortality Table (set
back 3 years for males and set forward 1 year for females).

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

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
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percentage and by adding expected inflations. 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 summarized in the
following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 5.00% 0.87%
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 US Equities 26.00% 8.53%
Developed Foreign Equities 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds/Absolute Return 12.50% 4.68%
Real Estate (Property) 2.00% 6.91%
Commodities 0.50% 5.45%
Global Debt (Except US) 5.00% -0.25%
REIT 5.25% 5.63%

Discount Rate

The discount rate used to measure the total pension liability was 3.98% as of June 30, 2016. This single
blended discount rate was based on the long-term expected rate of return on pension plan investments of
7.65%, and a municipal bond rate of 2.85% as of June 30, 2016, 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 employer contributed 30% of the actuarially determined contributions and the local employers
contributed 100% of the actuarially determined contributions. Based on those assumptions, the plan’s
fiduciary net position was projected to be available to make projected future benefit payments of current plan
members through 2034. Therefore, the long-term expected rate of return on plan investments was applied to
projected benefit payments through 2034 and the municipal bond rate was applied to projected benefit
payments after that date in determining the total pension liability.

Sensitivity of the Municipality’s proportionate share of the net pension liability to changes in the discount rate.

The following presents the Municipality’s proportionate share of the net pension liability calculated using the
discount rate of 3.98%, as well as what the Municipality’s proportionate share of the net pension liability
would be if it were calculated using a discount rate that is 1-percentage point lower (2.98%) or 1-percentage
point higher (4.98%) than the current rate:
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1% Current Discount 1%
Decrease Rate Increase
T(298%) 7 (3.98%) " (4.98%)
Municipality's proportionate share of
the net pension liability $ 7,211,876 6,017,902 $ 5,033,231

Pension plan fiduciary net position.

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
PERS financial report.

Police and Firemen’s Retirement System

The Municipality has a liability of $8,391,704 for its proportionate share of the 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 Municipality’s proportion of the
net pension liability was based on a projection of the Municipality’s long-term share of contributions to the
pension plan relative to the projected contributions of all participating employers, actuarially determined. At
June 30, 2016, the Municipality’s proportion would be 0.04392973970%, which would be a decrease of

13.79% from its proportion measured as of June 30, 2015.

For the year ended December 31, 2016, the Municipality would have recognized pension expense of
$794,416. At December 31, 2016, the Municipality would have reported deferred outflows of resources and
deferred inflows of resources related to PFRS from the following sources:

Deferred Outflows Deferred Inflows
of Resources of Resources
(55,009)

Differences between expected & actual experience
Changes of assumptions 1,162,320

Changes in proportion 245,018 (808,357)
Net difference between projected and actual earnings

on pension plan investments 587,990
Total $ 1,995,328 (863,366)

Amounts that would be reported as deferred outflows of resources and deferred inflows of resources related
to pensions would be recognized in pension expense as follows:

{This space intentionally left blank}
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Year ended
June 30,
2016 S 273,723
2017 273,723
2018 363,311
2019 212,836
2020 8,370
Total S 1,131,962

Actuarial Assumptions

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

Inflation rate 3.08%

Salary increases:

Through 2026 2.10% - 8.98% (based on age)
Thereafter 3.10% - 9.98% (based on age)
Investment rate of return: 7.65%

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

The actuarial assumptions used in the July 1, 2015 valuation were based on the results of an actuarial
experience study for the period July 1, 2010 to June 30, 2013.

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

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Cash 5.00% 0.87%
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 US Equities 26.00% 8.53%
Developed Foreign Equities 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds/Absolute Return 12.50% 4.68%
Real Estate (Property) 2.00% 6.91%
Commodities 0.50% 5.45%
Global Debt (Except US) 5.00% -0.25%
REIT 5.25% 5.63%

Discount Rate

The discount rate used to measure the total pension liability was 5.55% as of June 30, 2016. This single
blended discount rate was based on the long-term expected rate of return on pension plan investments of
7.65%, and a municipal bond rate of 2.85% as of June 30, 2016, 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 and the non-employer contributing entity will be made based on the
contribution rate in the most recent fiscal year. The State employer contributed 30% of the actuarially
determined contributions and the local employers contributed 100% of their actuarially determined
contributions. Based on those assumptions, the plan’s fiduciary net position was projected to be available to
make projected future benefit payments of current plan members through 2050. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit payments through 2050, and
the municipal bond rate was applied to projected benefit payments after that date in determining the total
pension liability.

Sensitivity of the Municipality’s proportionate share of the 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,
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:
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1% Current Discount 1%
Decrease Rate Increase
(4.55%) (5.55%) (6.55%)
District's proportionate share of
the net pension liability $ 10,668,010 8,391,704 6,536,259

In addition to the PFRS liabilities listed above, a special funding situation exists for the Local employers of
the Police and Fire Retirement System of New Jersey. The State of New Jersey, as a non-employer, is
required to pay the additional costs incurred by Local employers under Chapter 8, P.L. 2000, Chapter 318,
P.L. 2001, Chapter 86, P.L. 2001, Chapter 511, P.L. 1991, Chapter 109, P.L. 1979, Chapter 247, P.L. 1993
and Chapter 201, P.L. 2001. The June 30, 2016 State special funding situation net pension liability amount of
$1,604,141,087.00, is the accumulated differences between the annual actuarially determined State
obligation under the special funding situation and the actual State contribution through the valuation date.
The fiscal year ending June 30, 2016 State special funding situation pension expense of $204,886,666.00 is
the actuarially determined contribution amount that the State owes for the fiscal year ending June 30, 2016.
The pension expense is deemed to be a State administrative expense due to the special funding situation.

The contribution policy for PFRS is set by N.J.S.A. 43:16A and required contributions by active members and
contributing employers. State legislation has modified the amount that is contributed by the State. The
State’s contribution amount is based on an actuarially determined rate which includes the normal cost and
unfunded accrued liability. For fiscal year 2016, the State contributed an amount less than the actuarially
determined amount.

Although the liabilities related to the special funding situation are the liabilities of the State of New Jersey, the
proportionate share of the statewide liability allocated to the Municipality was 0.04392973970% for 2016. The
net pension liability amount allocated to the Municipality was $704,695. For the fiscal year ending June 30,
2016 State special funding situation pension expense of $90,006 is allocated to the Municipality.

Pension plan fiduciary net position.

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
PFRS financial report.

Note 14: POST-RETIREMENT BENEFITS

Plan Description — The City contributes to the State Health Benefits Program (SHBP) a cost-sharing, multi-
employer defined benefit post-employment healthcare plan administered by the State of New Jersey Division
of Pensions and Benefits. The SHBP was established in 1961 under N.J.S.A. 52:14-17.25 et seq to provide
health benefits to State employees, retirees, and their dependents.

The SHBP was extended to employees, retirees, and dependents of participating local public employers in
1964. Local employers must adopt a resolution to participate in the SHBP. Rules governing the operating
and administration of the program are found in Title 17, Chapter 9 of the New Jersey Administrative Code.
SHBP provides medical, prescription drugs, mental health/substance abuse, and Medicare Part B
reimbursement to retirees and their covered dependents.
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The State Health Benefits Commission is the executive body established by statute to be responsible for the
operation of the SHBP. The State of New Jersey Division of Pensions and Benefits issues a publicly
available financial report that includes financial statements and required supplementary information for the
SHBP. That report may be obtained by writing to: State of new Jersey Division of Pensions and Benefits,
P.0O. Box 295, Trenton, NJ 08625-0295 or by visiting their website at -
http://www.state.nj.us/treasury/pensions/shbp.htm.

Plan _Coverage — The City currently has 4 collective bargaining units as well as several non-union
employees. The employee’s post employment benefits are dependent upon the collective bargaining unit to
which they are a member as well as the year of retirement. The benefits by collective bargaining unit are:

Fire Fighters Local #4370 — upon completion of 25 years of service the employee receives 100%
coverage for themselves and 50% coverage for spouse. Fire Fighters hired after January 1, 2015 will not be
entitled to primary health benefits or supplemental hospitalization benefits upon retirement.

Mainland Local #77 (Superior Officers) — upon completion of 25 years of service the employee
receives 100% coverage from themselves and family.

Mainland Local #77 (Rank and File) — upon completion of 25 years of service a Patrol Officer
receives 100% coverage for themselves. Upon completion of 25 years of service a Sergeant receives 100%
coverage for themselves and family. If a Patrol Officer or Sergeant retires due to a work related medical
disability, the employee receives 100% coverage for themselves and family after only 20 years of service.

Teamsters Local #331 — upon completion of 25 years of service the employee receives 100%
coverage for themselves. Employees hired after January 1, 2014 will not be entitled to primary health
benefits or supplemental hospitalization benefits upon retirement.

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

Contributions to pay for the health premiums of participating retirees in the SHBP are billed to the City on a
monthly basis. The rates charged by the system for the year ended December 31, 2016 vary according to
the type of coverage selected by the retiree and range from $540.45 to $3,040.05 per month.

The City’s contributions to SHBP for post-retirement benefits for the year ended December 31, 2016 and
2015 were $586,310.21 and $546,087.35 respectively, which equaled the required contribution for the year.

Note 15: INTER-LOCAL AGREEMENT

Effective March 13, 2013, the City entered into a one year agreement with the Atlantic County Utilities
Authority (ACUA) where the ACUA will provide solid waste and bulk waste collection services for the City.
This contract automatically renewed for an additional one year period and will continue to renew
automatically each year through March 17, 2018 unless terminated by either party. After the fifth year, the
City has the option to extend the agreement for an additional five year term. The City was obligated to pay
$165,700.00 for these services during the initial term of the contract. Any increases in cost will not exceed
the percentage increase in the CPI-U for the Philadelphia SMSA of August of the contract year over August
of the preceding year. In addition, the ACUA will assume ownership of a 2012 CNG Freightliner trash truck
at a value of $171,500.00. The value of this truck will be recaptured over five years, or $34,300.00 per year.
This value will be deducted from the annual contract costs. Invoices will be provided to the City each month
for collections made during the preceding month. The City paid $280,309.66 and $244,364.00 for these
services during the 2016 and 2015 calendar years.
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Note 16: ACCRUED SICK AND VACATION BENEFITS

The City has permitted 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 rate. It is estimated that the cost for the most current calendar year
of such unpaid compensation would approximate $588,985.75 in 2016 and $588,992.34 in 2015. This
amount is not reported either as an expenditure or liability due to the likelihood of all employees terminating
in one fiscal year being improbable. It is the City’s policy to negotiate the final amount of each payment of
accrued sick and vacation pay on an individual basis. The policy of not reflecting the accrued benefit is not
in agreement with GASB Statement No. 12 but is required by the State of New Jersey. Effective January 1,
2002 the State of New Jersey is allowing municipalities to accrue a compensated liability. The City does not
accrue the liability.

Note 17: ECONOMIC DEPENDENCY

The City of Linwood is not economically dependent on any one business or industry as a major source of tax
revenue for the City.

Note 18: LITIGATION

During the normal course of operations, lawsuits are occasionally brought against the governmental unit.
There are presently no outstanding lawsuits that would result in a contingent liability to the City.

Note 19: RISK MANAGEMENT

The City is exposed to various risks of loss related to torts; theft of, damage to, and destruction of assets;
errors and omissions; injuries to employees; and natural disasters.

Property and Liability Insurance — The City maintains commercial insurance coverage for property, liability
and surety bonds. During the years ended December 31, 2016 and 2015 the City did not incur claims in
excess of the coverage and the amount of coverage did not significantly decrease.

The City of Linwood is a member of the Atlantic County Municipal Joint Insurance Fund and the Municipal
Excess Liability Fund (MEL) which also includes other municipalities throughout the region. The City is
obligated to remit insurance premiums into these funds for sufficient insurance coverage. There is an
unknown contingent liability with the Atlantic County Municipal Joint Insurance Fund if there is a catastrophic
insurance claim from any member of the fund. The City has a liability limit of $10,000,000.00 under MEL.
There has not been a reduction in coverage and there have not been any claims in excess of coverage.

New Jersey Unemployment Compensation Insurance — The City has elected to fund its New Jersey
Unemployment Compensation Insurance under the “Contributory Method”. Under this plan, the City is
required to annually appropriate funds to pay the projected costs of contributions at a rate determined by the
Commissioner of Labor. The expense for the years ended December 31, 2016 and 2015 was $10,511.11
and $10,935.54 respectively.

Note 20: LENGTH OF SERVICE AWARDS PROGRAM (UNAUDITED)

During the year 2003 the voters of the City of Linwood approved the establishment of a Length of Service
Awards Program (LOSAP) Deferred Compensation Plan. This plan was approved by the voters of the City of
Linwood by referendum at the general election in November of 2003. This plan is made available to all bona
fide eligible volunteers who are performing qualified services which are defined as fire fighting and
prevention services, emergency medical services and ambulance services pursuant to Section 457 of the
Internal Revenue Code of 1986, as amended, except for provisions added by reason of the LOSAP as
enacted into federal law in 1997. The establishment of this LOSAP also complies with New Jersey Public
Law 1997, Chapter 388 and the LOSAP Document. The balance is subject to the general creditors of the
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City. Contributions by the City for qualified participants were $15,000.00 and $12,650.00 for 2016 and 2015
respectively.

Note 21: TAX ABATEMENT PROGRAM

The tax abatement program was established to encourage commercial and industrial development in the
City. Itis a five year program where real estate taxes on the approved buildings are abated and payments
are made in lieu. Specific qualifications for properties are delineated in the Code Book of the City. Qualifying
properties are tax exempt until the project is complete. Once completed, the taxpayer pays no tax in the first
year after completion. Beginning in the second year, the taxpayer is assessed taxes on 20% of the
assessed value, with annual increases of 20% until the end of five years. During the 2016 and 2015
calendar years, the tax abatement program generated $0 in revenue for the City.

Note 22: UNION CONTRACTS

As of December 31, 2016, the City's employees are organized in five collective bargaining units.

Bargaining Unit Job Category Members Term
PBA Police All uniformed police excluding 1/1/16-12/31/21
Chief and Superior Officers
PBA Police Superior Officers 1/1/16-12/31/21
IAFF Firefighters All uniformed firefighters 1/1/15-12/31/19
Teamsters Public Works All public works employees 1/1/14-12/31/16
excluding Superintendent, (the City is
and police secretary currently in

negotiations for a
new three year
contract)

Note 23: INTERFUND BALANCES

As of December 31, 2016, the following interfunds were included on the balance sheets of the various funds
of the City of Linwood:

Due From Due To
Current Fund:
Animal Control Fund $ 9,504.20
Grant Fund 162,918.42
Other Trust Funds 1,959.00
Public Defender Trust 989.00
Grant Fund:
Current Fund 162,918.42
Trust Fund:
Current Fund -
Public Defender Trust 989.00
Animal Control Fund 9,504.20
Other Trust Funds 1,959.00

$ 175,370.62 175,370.62

The amounts due to the Current Fund from the Animal Control Fund is the result of excess funds in the
reserve for dog expenditures. The amount due from Other Trust Funds to the Current Fund is due to interest
earned on bank accounts that has not yet been tr