












































NOTE 7: PENSION PLANS (CONTINUED) 

Accounting and Financial Reporting for Pensions - GASS #68 (Continued) 

Under accounting principles and practices prescribed by the State Soil 
Conservation· Committee of the New Jersey Department of Agriculture, any 
unfunded net pension liability of the entity, allocated by the State of New Jersey, 
is not required to be reported in the financial statements as presented and any 
pension contributions required to be paid are raised in that year's budget and no 
liability is accrued at June 30, 2016. 

Public Employees Retirement System (PERS) 

At June 30, 2015, the State reported a net pension liability of $3,400,261.00 for 
the District's proportionate share of the total net pension liability. The total 
pension liability for the June 30, 2015 measurement date was determined by an 
actuarial valuation as of July 1, 2014, which was rolled forward to June 30, 2015. 
The District's proportion of the net pension liability was based on a projection of 
the District's long-term share of contributions to the pension plan relative to the 
projected contributions of all participating employers, actuarially determined. At 
June 30, 2015, the District's proportion was 0.0151472819 percent, which was 
an increase of 0.0006089392 percent from its proportion measured as of June 
30, 2014. 

For the year ended June 30, 2015, the State recognized an actuarially 
determined pension expense of $235,840.00 for the District's propo_rtionate share 
of the total pension expense. The pension expense recognized in the District's 
financial statements based on the April 1, 2016 billing was $130,226.00. 

At June 30, 2015, the State reported deferred outflows of resources and deferred 
inflows of resources related to PERS from the following sources: 

Deferred 
Inflow of 

Resources 
Differences between expected and actual experience 

Changes of assumptions 

Deferred 
Outflow of 
Resources 

$81, 118.00 

$365, 161.00 

Net difference between projected and actual earnings 
on pension plan investments 

Changes in proportion and differences between District 
contributions and proportionate share of contributions 

District contributions subsequent to the measurement 
date 
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$54,670.00 

$34,232:00 $96,726.00 

$130,226.00 

$88,902.00 $673,231.00 



NOTE 7: PENSION PLANS (CONTINUED) 

Accounting and Financial Reporting for Pensions - GASS #68 (Continued) 

Public Employees Retirement System (PERS) (Continued) 

Other local amounts reported by the State as the District's proportionate share of 
deferred outflows of resources and deferred inflows · of resources related to 
pensions will be recognized in the State's actuarially calculated pension expense 
as follows: 

Year Ended 
June 30 Amount 

2016 $83,841.00 
2017 $83,841.00 
2018 $83,841.00 
2019 $124,395.00 
2020 $78,185.00 

Additional Information 

Collective bafances at June 30, 2015 and 2014 are as follows' 

6/30/2015 6/30/2014 
Collective deferred outflows of 
resources $5,823,297,595 $1,452,705,538 

Collective deferred inflows of resources 1,215, 190,347 $2, 146,719,012 

Collective net pension liability - local 22,447,996, 119 18,722,735,003 

District's Proportion 0.0151472819% 0.0145383427% 
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NOTE 7: PENSION PLANS (CONTINUED} 

Accounting and Financial Reporting for Pensions - GASB #68 (Continued) 

Public Employees Retirement System (PERS) (Continued) 

Actuarial Assumptions 

The total pension liability for the June 30, 2015 measurement date was 
determined by an actuarial valuation as of July 1, 2014, which rolled forward to 
June 30, 2015. The total pension liability for the Jun~ 30, 2014 ,measurement 
date was determined by an actuarial valuation as of July 1, 2013. These actuarial 
valuations used the following assumptions: 

Inflation 
Salary Increases (based on age} 

2012-2021 
Thereafter 

Investment Rate of Return 

June 30. 2014 June 30, 2015 

3.01 Percent 3.04 Percent 

2.15-4.40 Percent 2.15-4.40 Percent 
3.15-5.40 Percent 3.15-5.40 Percent 

7.90 Percent 7.90 percent 

Mortality rates were based on the RP-2000 Combined Healthy Male and Female 
Mortality Tables (setback 1 year for males and females) for service retirement 
and beneficiaries of former members with adjustments for mortality 
improvements from the base year of 2012 based on Projection Scale AA. The 
RP-2000 Disabled Mortality Tables (setback 3 years for males and setback 1 
year for females) are used to value disabled retirees 

The actuarial assumptions used were based on the results of an actuarial 
experience study for the period July 1, 2008 to June 30, 2011. It is likely that 
future experience will not exactly conform to these assumptions. To the extent 
that actual experience deviates from these assumptions, the emerging liabilities 
may be higher or lower than anticipated. The more the experience deviates, the 
larger the impact on future financial statements. 

20 



NOTE 7: PENSION PLANS (CONTINUED) 

Accounting and Financial Reporting for Pensions - GASB #68 (Continued) 

Public Employees Retirement System (PERS) (Continued) 

Long-Term Rate of Return 

In accordance with State statute, the long-term expected rate of return on plan 
investments 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. Best estimates of arithmetic real rates of 
return for eac;h major asset class included in PERS's target asset aJlocation as of 
June 30, 2014 and June 30, 2015 are summarized in the following table: 

Asset Class 
Cash 
Core Bond 
Intermediate Term Bonds 
Mortgages 
High Yield Bonds 
Inflation Indexed Bonds 
Broad U.S. Equities 
Developed Foreign Markets 
Emerging Market Equities 
Private Equity 
Hedge Funds/Absolute 
Returns 
Real Estate (Property) 
Commodities 
U.S. Treasuries 
Investment Grade Credit 
Global Debt ex US 
REIT 

June 30, 2015 

Target 
Allocation 

5.00% 

2.10% 
2.00% 
1.50% 

27.25% 
12.00% 
6.40% 
9.25% 

12.00% 
2.00% 
1.00% 
1.75% 

10.00% 
3.50% 
4.25% 

100.00% 
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Long-Term 
Expected Real 
Rate of Return 

1.04% 

1.62% 
4.03% 
3.25% 
8.52% 
6.88% 

10.00% 
12.41% 

4.72% 
6.83% 
5.32% 
1.64% 
1.79% 

-0.40% 
5.12% 

June 30, 2014 
Long-Term 

Target Expected Real 
Allocation Rate of Return 

6.00% 0.80% 
1.00% 2.49% 
11.20% 2.26% 
2.50% 2.17% 
5.50% 4.82% 
2.50% 3.51% 

25.90% 8.22% 
12.70% 8.12% 
6.50% 9.91% 
8.25% 13.02% 

12.25% 4.92% 
3.20% 5.80% 
2.50% 5.35% 

100.00% 



NOTE 7: PENSION PLANS (CONTINUED} 

Accounting and Financial Reporting for Pensions - GASB #68 (Continued) 

Public Employees Retirement System (PERS) (Continued) 

Discount Rate 

The discount rate used to measure the total pension liability was 4.90% and 
5.39% as of June 30, 2015 and 2014, respectively. This single blended discount 
rate was based on the long-term expected rate of return on pension plan 
investments of 7.9%, and a municipal bond rate of 4.30% and 4.29% as of June 
30, 2015 and 2014, respectively, based on the Bond Buyer. Go 20-Bond 
Municipal Bond Index which includes tax-exempt general obligation municipal 
bonds with an average rating of ANAa 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 average of the last five 
years of contributions made in relation to the last five years of recommended 
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 2033. Therefore, the long-term expected rate of return on 
plan investments was applied to projected benefit payments through 2033, and 
the municipal bond rate was applied to projected benefit payments after that date 
in determining the total pension liability. 

Sensitivity of the collective net pension liability to changes in the discount rate. 

The following presents the collective net pension liability of the participating 
employers as of June 30, 2015 respectively, calculated using the discount rate as 
disclosed above as well as what the collective net pension liability would be if it 
was calculated using a discount rate that is 1 -percentage point lower or 1-
percentage-point higher than the current rate: 

1% 
Decrease 

3.90% 

June 30, 2015 
At Current 

Discount Rate 
4.90% 

1% 
Increase 
5.90% 

District's proportionate share .. 
of the pension liability $4,226, 109.00 $3,400,261.00 2,707,877.00 

Pension plan fiduciary net position 

Detailed information about the pension plan's fiduciary net position is available in 
the separately issued Financial Report for the State of New Jersey Public 
Employees Retirement System (PERS). 
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NOTE 8: OTHER POST-EMPLOYMENT BENEFITS 

The District provides Post Retirement Benefits to certain employees, per the terms of 
their various labor agreements, which have retired from the District after twenty-five 
(25) years of service. These benefits include health insurance and prescription 
coverage. 

During the year ended June 30, 2016, there was one '(1) District employee who 
received benefits under this plan. 

Plan Description - The District contributes to the State Health Benefits Program 
(SHBP) a cost-sharing, multiple-employer defined benefit post-employment 
healthcare plqn administered by the State of New Jersey Division of Pensions and 
Benefits. 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 operation 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. The State Health Benefits 
Commission is the executive body established by statute to be responsible for the 
operation of the SHBP. 

The future value of benefits paid is not required to be reported in the financial 
statements as presented and has not been determined·, but is probably material. 
Under current N'ew Jersey budget and financial reporting requirements, the District 
will not have to provide any amounts in excess of their current cash costs or 
recognize any long-term obligations on their statement of net position. 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.O. Box 295, Trenton, NJ 08625-0295 or by 
visiting their website at http://www.state.nj.us/treasury/pensions. 

Funding Policy - Contributions to pay for the health premiums of participating 
employees in the SHBP are billed to the District on a monthly basis. Participating 
employers are contractually required to contribute based on the amount of premiums 
attributable to their retirees. In accordance with Chapter 62, P.L. 1994, post­
retirement medical benefits have been funded on a pay-as-you-go basis since 1994. 
Prior to 1994, medical benefits were funded on an actuarial basis. The District's 
contributions to SHBP for the years ended June 30 2016, 2015 and 2014 were 
$6,046.68, $5,724.78 and $5,513.64 respectively, which equaled the required 
contributions for each year. 
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NOTE 9: 

NOTE 10: 

NOTE 11: 

INTERFUND RECEIVABLES AND PAYABLES 

The following interfund balances remained on the balance sheet at June 30, 2016: 

lnterfunds lnterfunds 
Fund Receivable Payable 

Unrestricted $ ,$ 228,791.87 
Chapter 251 Reserves 228,541.87 
Scholarship Fund 250.00 

$ 228,791.87 $ 228,791.87 

LITIGATION 

The Attorney's letter to the District did not indicate any litigation, claims or contingent 
liabilities that are either not covered by the District's insurance carrier or would have 
a material financial impact on the District. 

RELATED PARTIES 

The Freehold Soil Conservation is the lead agency in administering a grant made 
available from the Natural Resources Conservation Service of the United States 
Department of Agriculture. In order to administer the grant, the District was required 
to establish a non-profit corporation. In accordance with the terms of the grant 
agreement, the District established the Open Space Conservation Cooperative, a 
non-profit corporation separate and apart from the District itself. The activities of the 
Open Space Conservation Cooperative are not a part of the activities of the District 
and therefore are not reflected in the District's financial statements. However, the 
District through its' own funds and the Chapter 251 Reserves has provided seed 
funding to the Cooperative which when the grant is up and running, the Cooperative 
will repay the District and the Chapter 251 Reserves. 

The following receivables and payables are reflected on the balance.sheet at June 
30, 2016: 

Accounts Accounts 
Fund Receivable Payable 

Unrestricted $ $ 2,918.50 
Chapter 251 Reserves 5,000.00 

$ 5,000.00 $ 2,918.50 
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NOTE 12: SUBSEQUENT EVENTS 

The District has evaluated subsequent events occurring after the financial statement 
date through September 30, 2016 which is the date the financial statements were 
available to be issued. Based upon this evaluation, the District has determined that 
there are no subsequent events that need be disclosed. 
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FREEHOLD SOIL CONSERVATION DISTRICT 

ROSTER OF OFFICIALS 

YEAR ENDED JUNE 30. 2016 

Members Title 

Charles S. Buscaglia Chairman 

Robert B. Dreyer Vice-Chairman 

Donald C. Patterson Treasurer 

Roger Gravatt Supervisor 

Wayne Van Hise Supervisor 

Ines M. Zimmerman District Manager 

Michael Hill Assistant District Manager 

Christina F. LaBianca Administrative Services Manager 

Surety Bond 

$250,000 

There is an Employee Dishonesty Bond for all employees in the amount of $250,000 
issued by the Travelers Casualty and Surety Company of America. 

26 



THIS PAGE INTENTIONALLY LEFT BLANK 



PART II 

SUPPLEMENTARY DATA 



T 

FREEHOLD SOIL CONSERVATION DISTRICT 

SCHEDULE OF BUDGET VERSUS ACTUAL EXPENDITURES - OPERATING FUNDS 

FOR THE YEAR ENDED JUNE 30. 2016 

UNRESTRICTED TEMPORARILY RESTRICTED 
MODIFIED UNDER/(OVER) MODIFIED UNDER/(OVER) 
BUDGET ACTUAL BUDGET BUDGET ACTUAL BUDGET 

Expenditures: 

Salaries, Wages and Benefits $ 12,143.66 $ 12,143.66 $ $ 1,686,693.34 $ 1,641,871.05 $ 44,822.29 
Professional Services 16,975.00 13, 111.15 3,863.85 
Materials and Supplies 1,760.00 1,760.00 32,290.00 31,307.95 982.05 
Vehicles and Equipment 1,500.00 1,500.00 19,440.00 13,186.53 6,253.47 
Building and Utilities 8,000.00 8,000.00 94,375.00 91,848.51 2,526.49 
Professional Development and Public Information 10,200.00 10,200.00 38,330.00 17,807.30 20,522.70 

N Insurance 900.00 900.00 24,060.00 23,927.98 132.02 
-...J Scholarships 6,000.00 6,000.00 

Vehicles and Equipment Purchases 24,692.00 24,446.27 245.73 
State Level Administrative and Technical Support 39,000.00 39,000.00 
Depreciation 43,205.29 (43,205.29} 

Total Expenditures $ 40,503.66 $ 40,503.66 $ $ 1,975,855.34 $ 1,939,712.03 $ 36,143.31 



I\) 
CX> 

FEDERAL GRANTOR/PASS THROUGH 
GRANTOR/PROGRAM TITLE 

United States Environmmental Protection Agency: 

Indirect Programs: 
Passed Through State of New Jersey 

Department of Environmental Protection: 
Nonpoint Source Implementation Grants 

Total f'ederal Assistance 

FEDERAL 
CFDA 

NUMBER 

66.460 

FREEHOLD SOIL CONSERVATION DISTRICT 

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 
FISCAL YEAR ENDED JUNE 30, 2016 

GRANTO RS 
NUMBER 

GRANT 
AWARD 

AMOUNT 
GRANT PERIOD 

FROM TO 

13-100-042-4801-442-3610 $ 500,087.79 07/01/13 Completion 

Basis of Presentation: The Schedule of Federal Awards includes the federal grant activity of the 
Freehold Soil Conservation District on the accrual basis of accounting. The information presented 
in this schedule may differ from the information contained in the basic financial statements. 

The accompanying Notes to Financial Statements are an integral part of this statement. 

$ 

$ 

RECEIVED 
FISCAL YEAR 

2016 

90,038.48 $ 

~ $ 

EXPENDITURES 
FISCAL YEAR 

2016 

"2" 

CUMULATIVE 
EXPENDITURES 

JUNE 
30 2016 

32,008.63 . $ 135,018.12 

32,008.63 $ 135,018.12 
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PART Ill 

GENERAL COMMENTS AND FINDINGS/RECOMMENDATIONS 



An audit of the financial accounts and transactions of the Freehold Soil Conservation District (the 
"District") for the year ended June 30, 2016, has recently been completed. The results of the audit are 
herewith set forth. 

SCOPE OF AUDIT 

The audit covered all financial transactions of the District. 

The audit did not and could not determine the character of services rendered for which payment 
had been made or for which reserves had been set up, nor could it determine the character, proper 
price or quantity of materials supplied for which claims had been passed. These details were 
necessarily covered by the internal review and control before approval of such claims by the District 
Supervisors. 

Cash on hand was counted and cash balances were reconciled with independent certifications 
obtained directly from the depositories. 

The support, revenues and expenditures for the District as shown on the Statement of Activities 
and Changes in Net Position are presented as recorded in the District's records. 

GENERAL COMMENTS 

CONTRACTS AND AGREEMENTS REQUIRED TO BE 
ADVERTISED PER N.J.S.A. 40A:11-4 

Every contract or agreement for the performance of any work or the furnishing or hiring 
of any materials or supplies, the cost or the contract price whereof is to be paid with or out of 
public funds, not included within the terms of Section 3 of this act, shall be made or awarded 
only by the governing body of the contracting unit after public advertising for bids and bidding 
therefore, except as is provided otherwise in this act or specifically by any other law. No work, 
materials or supplies shall be undertaken, acquired or furnished for a sum exceeding in the 
aggregate the amount set forth in or the amount calculated by the Governor pursuant to Section 
3 of P.L. 1971 c.198 (C.40A: 11-3), except by contract or agreement. 

Effective January 1, 2011, the bid threshold in accordance with N.J.S.A. 40A:11-4 is 
$17,500.00 

The governing body of the District has the responsibility of determining whether the 
expenditures in any category will exceed $17,500.00 within the fiscal year. Where question 
arises as to whether any contract or agreement might result in violation of the statute, the 
District's Attorney's opinion should be sought before a commitment is made. 

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

2016 Ford Escape 

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

CONTRACTS AND AGREEMENTS REQUIRED TO BE 
ADVERTISED PER N.J.S.A. 40A:11-4 (CONTINUED) 

Our examination of expenditures did not reveal any individual payments, contracts or 
agreements in excess of $17,500.00 for the performance of any work or the furnishing or hiring 
of any materials or supplies, other than those where bids had been previously sought by public 
advertisement or where a resolution had been previously adopted under the provisions of 
N.J.S.A. 40A:11-4. 

The minutes indicate that resolutions were adopted authorizing the awarding of 
contracts or agreements for ."Professional Services" as required by N.J.S.A. ~O: 11-5: 

Auditor 
Attorney 
Computer Network Maintenance Services 
Computer Database and Interface Services 

CONTRACTS OR AGREEMENTS NOT REQUIRED 
TO BE ADVERTISED PER (N.J.S.A. 40A: 11-6.1) 

N.J.S.A. 40A:11-6.1 states "For all contracts that in the aggregate are less than the bid 
threshold but 15 percent or more of that amount... . . . the contracting unit shall award the 
contract after soliciting at least two competitive quotations, if practicable." 

We conducted a compliance review of the procedures and policies for securing 
quotations for purchases referred to above which indicated that the procedures were 
implemented to ensure statutory compliance and that quotes had been solicited as required by 
the statute. 

OTHER COMMENTS 

lnterfund Balances 

Transactions invariably occur in one fund which requires a corresponding entry to be 
made in another fund, thus creating interfund balances. Reference to the statement of financial 
position shows the interfund balances remaining at year end. As a general rule all interfund 
balances should be closed out as of the end of the year. It is the District's policy to review and 
liquidate all interfund balances on a periodic basis. 

FOLLOW-UP OF PRIOR YEAR FINDINGS 

There were no prior year findings. 

FINDINGS/RECOMMENDATIONS 

None 
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