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MONAHAN & MONAHAN

CERTIFIED PUBLIC ACCOUNTANTS
100 State St. Suite 500  Erie, PA 16507 814/ 459-4345

E-mail: monahanerie.nel, 5o #3977 WD 1TORS REPORT

To the Board of Supervisors
Franklin Township, Erie County, Pennsylvania

We have audited the accompanying financial statements of Franklin Township, Erie County, Pennsvivania.
as of December 31, 2001, and for the year then ended. These financial statements are the responsibility of the
Township's management. Our responsibility is to express an opinion on these financial statemients based on
our audit.

We conducted our audit in accordance with auditing standards and the standards generally accepted in the
United States of America applicable to financial audits contained in Government Auditing Standards, issucd
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 includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An audit also includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the everall financial statement presentation. We believe thal our audit
provides a reasonable basis tor our opinion,

As described in Note 1, Franklin Township, Erie County, Pennsyivania prepares its financial statements o
a prescribed basis of accounting that demonstrates compliance with the cash basis and budget laws of
Pennsylvania, which is a comprehensive basis of accounting other than generally accepted accounting
principles.

In our opinion, the financial statements referred to in the first paragraph present fairly, in all material
respects, the cash balances of Franklin Township, Erie County, Pennsylvania, as of December 31, 2001, and
the revenues it received and expenditures it paid for the year then ended, on the basis of accounting described

i Note 1.

In accordance with Government Auditing Standards, we have also issued a report dated January 14, 2001
on our consideration of Franklin Township's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part
of an audit performed in accordance with Government Auditing Standards and should be read in conjunction
with this report in considering the resuits of our audit.

Our audit was made for the purpose of forming an opinion on the financial statements taken as a whole
The combining financial statements tisted in the table of contents are presented for purposes of addmoml
analysis and are not a required part of the financial statemen@iof 1Gﬂl:z:r;cu’ownshzp Pennsylvania. Such
information has been subjected to the auditing procedures applied int dit of the financial statements and,
in our opinion, is fairly presented in all material respects in relation to the financial statements taken as a

whole.

,f,/ P

Monahan & Monahan
Certified Public Accountants
January 14, 2001
Erie, Pennsylvania



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
COMBINED BALANCE SHEET - ALL FUND TYPES AND ACCOUNT GROUPS

December 31, 2001

Fiduciary Account
Governmental Fund Types Fund Type Groups
General General Totals
Special Capital Fixed Long-Term (Memorandum
General Revenue Projects Agency Assels Debt Only)
ASSETS
Cash - unrestricted $ 12,049 S 2,061 § 45200 § 1,812 § — S — $ 61,212
Cash - restricted (Note 2) 16,500 — — 57,858 — — 74,358
Due from other funds 1,760 — — — — - 1,760
Amount provided for retirement
of general long-term debt — — — — — 57.949 97,949
Property and equipment — — — — 575,536 - 575,536
Total assets 5 30309 § 20601 5 45290 § 59,670 § 575536 $  97.949 & 810,815
LIABILITIES AND FUND EQUITY
Current liabilities
Payroll taxes payable $ — S — $ — S 52 8 — $ — $ 52
Due to other governmers — — - 57,858 — — 57,858
Due to other funds — — — 1,760 o — 1,760
Construction bond payable 16,500 — — — — — 16,500
Current portion of long-term debi — — — — — 34,086 34.086
Tortal current liabilities 16,500 —_ — 59.670 — 34.086 110,256
Long-term debt, net of current portion — — — o — — 63.863 63.863
Tortal liabilities 16.500 — — 59,670 — 97.949 174,119
Fund Equity
Fund balance 13.809 2,061 45,290 — — — 61,160
Invesiment in general fixed assets — — — = 575.536 — 575,536
Total fund equity 13.809 2.061 45,290 — 575,536 — 636.696
Total liabilities and fund equiny S 30309 S 2060 S 45290 S 539670 S 575536 S 97.949 § 310.815

The accompanying notes are an iniegral part of these financial siiements.



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE

CASH BASIS - GENERAL, SPECIAL REVENUE AND CAPITAL PROIECTS FUNDS
Year Ended December 31, 2001

Governmental Fund Types

Totals
Special Capital - (Memorandum Total
General Revenue Projects Onlvy Budget
Revenues:
Taxes
Real estate taxes $ 46,767 S — 32,119 S 78,886 77,800
Real estate transfer taxes 6,113 - — 6.i13 6,000
Earned income taxes 117.505 — — 117,505 105,000
Total Taxes 170,385 — 32,119 202,504 188,800
Licenses and permits 3.946 — -— 3.946 1.700
Fines and forfeits 4,507 — - 4,307 4,000
Interest and rents 2,021 921 1.537 4 AK2 7,000
Intergovernmental revenue 65,269 70611 — 135.880 BY 442
Charges for services 19,344 — — 19.344 56,259
Special assessment revenue - 5,606 — 5.606 2.053
Total Revenues 265,472 77.141 33.656 376.269 349,254
Expenditures:
General government 69,911 et -— 69919 {23,636
Public safety 10,683 — 6.504 17,187 7,553
Public works - sanitation 15,038 — - [15.638 6,000
- highways 103,447 71.803 [.660 175,903 [72.83
- other — — 10Y 1O —
Debt service - principal 42,520 3,490 8,251 34.2601 48,731
- interest 9,380 505 852 10.737 10,500
Miscellaneous expenses 9.891 — — 9.801 {5000
Total Expenditures 260,465 75.866 17,315 353.646 399,254
Excess of Revenues over
{under) Expenditures 5.007 1,275 16.341 22.623 (50.000Q)
Other Financing Sources (Uses):
Proceeds of leng-term debt — - — — 30,000
Total Other Financing Sources — — — — 50,000
Excess of Revenues and Other Financing
Sources over (under) Expenditures
and Other Financing Uses 5,007 1,275 16,341 22,623 —
Fund Balance - Beginning of year 8.802 786 28,949 38,537
Fund Balance - End of year $ 13809 % 2,061 45290 $ 61,160

The accompanying notes are an iniegral part of these financial statements.



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS
December 31. 2001

Note 1 - Summary of Significant Accounting Policies

Reporting Entity

In evaluating how to define Franklin Township for financial reporting purposes, management
has considered all potential component units. The decision whether or not to include a potential
component unit in the reporting entity was made by applying the criteria set forth in generally
accepted accounting principles. The basic--but not the only--criterion for including a potential
component unit within the reporting entity is the governing body's ability to exercise oversight
responsibility. The most significant manifestation of this ability is tinancial interdependency.
Other manifestations of the ability to exercise oversight responsibility include, but are not limited
to, the selection ot governing authority, the designation of management, the ability to signiticantly
intfluence operations and accountability for fiscal matters. The other criterion used to evaluate
potential component units for inclusion or exclusion from the reporting entity is the existence of
special financing relationships, regardless of whether the Township is able to exercise oversight
responsibilities. Based upon the application of these criteria. no component units exist.

Fund Accounting

The accounts of the Township are organized on the basis of funds each of which is considered
a separate accounting entity. The operations of each fund are accounted for with a separate set
of self-balancing accounts that comprise its assets, Habilities, fund cquity, revenues, and
expenditures, or expenses as appropriate. Government resources are allocated to and accounted
for in individual funds based on the purposes for which they are to be spent and the means by
which spending activities are controlled.

The various funds are grouped, in the financial statements in this report, into four generic fund
categories and two broad fund types as follows:

Governmental Fund Types

General Fund
The General Fund is the general operating fund of the Township. It is used to account {or
all financial resources except those required to be accounted for in another fund.

Special Revenue Funds

Special Revenue Funds are used 1o account for the proceeds of specific revenue sources
(other than special assessments, expendable trust or major capital projects) that are legally
restricted to expenditures for specified purposes.




FRANKLIN TOWNSHIP. ERIE COUNTY, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

Note 1 - Summary of Significant Accounting Policies (Continued)

Capital Projects Fund
This fund is used to account for {inancial resources to be used for the acquisition and
construction of major capital facilities.

Fiduciary Fund Types

Agency Funds
Agency funds are used to account for assets held by the Township in a trustee capacity or

as an agent for individuals or other governments. Agency funds are custodial in nature (assets
equal liabilities) and do not invelve measurement of results ot operations.

Account Groups

Account groups are not “funds". They are concerned only with the measurement of
financial position. They are not involved with measurement of results of operations.

General Fixed Asset Account Group

The General Fixed Asset Account Group is used to account for fixed assets used in
governmental fund type operations for control purposes.  All fixed assets are valued
historical cost or estimated historical cost it actual historical cost is not available. Donated
fixed assets are valued at their estimated fair value on the date of donation. No depreciation
is recorded on general fixed assets.

General Long-Term Debt Account Group
The General Long-Term Debt Account Group is used to account for long-term liabilities to
be financed from governmental fund types.

Basis of Accounting

Basis of accounting refers to when revenues and expenditures or expenses are recognized in the
accounts and reported in the financial statements. Basis of accounting relates to the timing of the
measurements made, regardless of the measurement focus applied.

All funds are accounted for using the cash basis of accounting. Consequently certain revenues
and the related assets are recognized when received rather than when earned and certain expenses
and the related liabilities are recognized when paid rather than when the obligation is incurred.



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

Note 1 - Summary of Significant Accountng Policies {Continued)

Budeerary Data

Formal budgets are utilized as a management control by the Township. Annual operating
budgets are adopted each year through passage of an annual budget ordinance and amended as
required. The same basis of accounting used to prepare budgets is used to reflect actual revenues
and expenditures recognized. All budget appropriations lapse at the end of each year. No
amendments have been made to the Township's 2001 budgets. The Township prepares a single
consolidated budget for all funds, therefore individual fund budgetary data is not available.

Revenue Recognition - Properry Toxes

Property taxes attach as an enforceable lien on property as of January 1. Taxes are fevied
January 1 and become due and payable at that time. All unpaid taxes levied January 1 become
delinquent January 1 of the following year.

Property tax revenues are recognized when paid to the Township. Delinquent taxes are
considered fully collectible and therefore no allowance for uncotlectible taxes is provided.

Total Columns on Combined Statements - Overview

Totat columns on the Combined Statements are captioned "memorandum only" to indicate that
they are presented only to lacilitate financial analysis. Data in these columas do not present
financial position, results of operations, or changes in financial position in conformity with
generally accepted accounting principles. Interfund eliminations have not been made in the
aggregation of this data so it is not comparable to consolidation.

Estimates

Preparation of financial statements in conformity with generally accepted accounting principles
requires management {0 make estimates and assumptions that affect the amounts reported in the
financial statements and accompanying notes. Actual results could differ from those estimates.

Note 2 - Cash

Pennsylvania statutes provide for investment of governmental tunds into certain authorized
investment types including U.S. Treasury bills, other short-term U.S. and Pennsylvania
government obligations, and insured or collateralized time deposits and certificates of deposit.
The statutes do not prescribe regulations related to demand deposits;, however, they do not allow
the pooling of governmental funds for investment purposes.

The deposit policy of the Township adheres to state statutes and prudent business practice.
Deposits of the governmental funds are maintained in demand deposits or short term certificates
of deposit. There were no deposit transactions during the year that were in violation of either the
state statutes or the policy of the Township.

-6-



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
NOTES TO FINANCIAL STATEMENTS
December 31, 2001

Note 2 - Cash (Continued)

The Township’s deposits are categorized to give an indication of the level of risk assumed by
the Township at year end. Category 1 includes deposits that are insured or registered or for which
the securities are held by the Township or its agent in the Township's name. Category 2 includes
uninsured and unregistered deposits for which the securities are held by the counterparty’s trust
department or agent in the Township’s name. Category 3 includes uninsured and unregistered
deposits for which the securities are held by the counterparty, or by its trust department or agent
but not in the Township’s name.

Carrying Bank Category Category Category

Amount Balance 1 2 3
Cash $ 135570 $ 141745 3§ 141745 § — $ —
Total § 155570 $ 141745 § 141745 § — $ —

The $ 16,500 of restricted cash in the general fund relates to certificates of deposit held by the
Township on behalf of developers. Upon completion of the projects to the specifications required
by the Township, the funds will be returned to the devefopers. If the project does not meet
Township specifications. the Township has the authority (0 use these funds o correct any
substandard work.

The § 57,858 of restricted cash i the Agency Fund relates to nonresident earned income tax
remittances which are owed to other municipalities and are awaiting claims by those
municipalities.

Note 3 - Long-Term Debt

During 1992, the Township issued a general obligation note in the amount ol' $ 225.797 which
was purchased by PNC Bank. This note is subject to an interest rate of 6.5% tixed for a period
of 5 years. At the end of the 5 year term, the Township has the option to select an interest rate
of either 75% of PNC Bank Prime Rate, or a new 5 year fixed rate 1o be quoted by PNC Bank
based on conditions at that time. The term of the note is 10 years. The monthly payment for the
first five years is $ 2,563.88. The proceeds of the debt were used to purchase equipment and to
liquidate other notes. The amount outstanding at December 31, 2001 was $ 7,491.

During 1996, the Township borrowed § 73,000 from PNC Bank. The loan is payable over
seven years in equal monthly installments of § 1,046.94 including interest at 5.5%. The proceeds
of the debt were used to purchasce equipment. The amount outstanding at December 31, 2001 was
$ 16,118.

During 1996, the Township borrowed $§ 23,940 from the Pennsylvania Local Government
Capital Project. The loan is payable over 10 years in equal quarterly installments of § 661.83
including interest at 2.0%. The proceeds were used to purchase equipment. The amount
outstanding at December 31, 2001 was § 10,153,

-7



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
NOTLES TO FINANCIAL STATEMENTS
December 31, 2001

Note 3 - Long-Term Debt (Continued)

During 1996, the Township borrowed $ 80,000 from PNC Bank to complete the Silverthorn
Road paving project. The loan is payable in 10 equal annual payments ol $ 8,000 plus interest
paid quarterly at 6.0%. The Township used all proceeds of the special assessment received (o date
to reduce the loan balance. The amount outstanding at December 31, 2001 was $ 4,959,

During 2000, the Township borrowed $ 68,000 from PNC Bank. The loan is payable over seven
years in equal monthly installments of $ 983.63 including interest at 5.7%. The proceeds ol the
debt were used to purchase equipment. The amount outstanding at December 31, 2001 was
§59,228.

The following is a schedule of the maturities of the long-term debt over the next five vears
ending December 31,:

2002 $ 34,086

2005 17,275
2004 12,260

2005 12,881
2006 [Q,865
Thereatier 10.582
3 97.949

Note 4 - Legal Representation

According to legal counsel for Franklin Township, no material lawsuits were either entered or
were pending against the Township as of December 31, 2001.



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA

ASSETS
Cash

Total Assets

FUND EQUITY

Fund Balance

State
Liguid
Fuels
Fund
26
$ 26
S 26

COMBINING BALANCE SHEET - CASH BASIS
SPECIAL REVENUE FUNDS
December 31, 2001

Silverthorn

Road
Assessment
Fund
S 2.035
$ 2.035
$ 2.035

Total
(Memorandum

Onlv)

2.061

$ 2.001

2,061



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA

COMBINING STATEMENT OF REVENUES, EXPENSES

AND CHANGES IN FUND BALANCE
SPECIAL REVENUE FUNDS
Year Ended December 31, 2001

State Silverthorn
Liquid Road
luels Assessment
Fund Fund
REVENUES
Interest earnings $ 900 $ 24
[ntergovernmental revenues 70,611 -
Special assessment revenues - 5,606
Total Revenues 71.511 5.630
EXPENDITURES
General government — 8
Public Works - highways 71,863 —
Debt service - principal — 3,490
- interest — 505
Total Expenditures 71.863 4.003
Excess of Revenues over (under)
Expenditures (352) 1.627
Other Financing Sources (Uses):
Interfund transfers — —
Total Other Financing
Sources {Uses) — —
Excess of Revenues and Other
Financing Sources Over (Under)
Expenditures and Other
Financing Uses (352) 1,627
Fund Balance - Beginning of year 378 408
Fund Balance - End of year 3 26 s 2,035

-10-

Total
{Memorandum
Only)

$ 924
70.611
— 5.606

77.141

71,863
3,490
505

— 75.806

1,275

786

2.061



ASSETS
Cash - unresiricted

Total Assets

FUND EQUITY

Fund Balance

CAPITAL PROJECTS FUNDS

December 31, 2001

FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
COMBINING BALANCE SHEET - CASH BASIS

Fire Municipal Road Capital Total
Department Building Equipment Improvements  (Memorandum
Fund [-und T-und Fund only)
$ 4109 % 97 2.787 % 38,297 § 45.290
$ 4.109 5 97 2787 § 38,297 § 45,290
$ 4.109 § 97 2787 § 38.297 % 45.290

-1i-



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
COMBINING STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND BALANCE - CASH BASIS
CAPITAL PROJECTS FUNDS
Year Ended December 31, 2001

Fire Municipal Road Permanent Total
Department Building Equipment Improvements (Memorandum
Fund Fund Fund Fund oniv)
REVENUES
Real estate taxes $ 8563 & 2,141 § 8563 $ 12852 § 32.119
Interest 140 141 151 1,105 1,537
Miscellaneous — — — — —
Total Revenues 8.703 2,282 8,714 13,957 33.656
EXPENDITURES
Debt Service:
Principal retirement — 4,662 3,589 — 8,251
Interest — 59 793 — 852
Public safety 6,504 -— ' — — 6,504
Public works - highways | — — 1,600 — 1,600
- other — 108 — — 108
Total Expenditures 6.504 4.829 5.982 — 17.315
Excess of Revenues over (under) Expenditures 2.199 (2.547 2.732 13,857 16,341
Other Financing Sources (Uses):
Interfund Transfers In (Out) — — — — —
Total Other Financing
Sources (Uses) — — — — —
Excess of Revenues and Other Financing
Sources Over (Under) Expenditures and
Other Financing Uses 2,199 (2,547) 2,732 13,957 16,341
Fund Balance - Beginning of year 1.910 2.644 55 24.340 28.949
Fund Balance - End of vear S 4109 S 97 S 278 S 38297 S 45290

-2



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
COMBINING BALANCE SHEET - CASH BASIS

ASSETS

Cash - unrestricted
Cash - restricted

Total Assets

LIABILITIES AND FUND EQUITY

Liabilities
Payroll taxes payable
Due to other governments
Due to other funds
Total Liabilities

Fund Equity
Fund Balance

Total Fund Equity

Total Liabilities and Fund Equity

FIDUCIARY FUNDS
December 31, 2001

Larned Totals
Payroll Income Tax (Memorandum
T'und Fund only)
1,812 % — R 1.812
— 57.858 57.858
1812 § 37.858 § 59.670
52 % - $ 52
— 57,858 57,858
1,760 — 1.760
1.812 57,858 59,670
1,812 % 57.858 § 59,670

-13-



FRANKLIN TOWNSHIP, ERIE COUNTY, PENNSYLVANIA
SCHEDULE OF CHANGES IN GENERAL FIXED ASSETS AND
GENERAL LONG-TERM DEBT
Year Ended December 31, 2001

Balance Balance
January 1, December 31,
2001 Additions Deletions 2001
Changes in General Fixed Assets:
Land $ 12,500 & - $ - $ 12,500
Buildings 75,290 — — 75.290
Vehicles and equipment 473,539 — _ — 473,539
Office equipment and furniture 14.207 — — 14,207
Totals S 575536 % — $ — $ 575,536
Changes in General Long-Term Debt:
Long-term debt $ 152,210 $ — $ 54261 % 97.949
Totals $ 152.210 § — $ 54,261 97.949

14



REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Franklin Township Supervisors
Franklin Township, Pennsylvania

We have audited the financial statements of the Franklin Township, Pennsylvania as of and for the
year ended December 31, 2001, and have issued our report thereon dated January {4, 2001, We
conducted our audit in accordance with auditing standards generally accepted in the United States ol
America and the standards applicable to financial audits contained in Government Auditing Siandards,
issued by the Compiroller General of the United States.

Compliance
As part of obtaining reasonable assurance about whether the Franklin Township’s financial statements

are free of matertal misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on
the determination of financial statement amounts. However, providing an opinion on compliance with

those provisions was not an objective of our audit and, accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance that are required to be reported under

Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Franklin Township’s internal control over
financial reporting in order to determine our auditing procedures for the purpose of expressing our
opinion on the financial statements and not to provide assurance on the internal control over financial
reporting. Our consideration of the internal control over financial reporting would not necessarily
disclose all matters in the internal control over financial reporting that might be material weaknesses. A
matertal weakness is a condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements in amounts that would
be material in relation to the financial statements being audited may occur and not be detected within a
timely period by employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

This report is intended for the information of management and the supervisors of Frankiin Township.
However, this report is a matter of public record and its distribution is not limited.
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Monahan & Moenahan
Certified Public Accountants

January 14, 2001
Erie, Pennsylvania
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