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FALLON & COMPANY LLP

Certified Public Accountants

1390 Route 36, Suite 102

Hazlet, New Jersey 07730-1716
Telephone: (732) 888-2070
FAX: (732) 888-6245

INDEPENDENT AUDITOR’S REPORT .

Board of Fire Commissioners
Township of Hazlet Fire District No. 1
PO Box 5050

Hazlet, New Jersey (07730

We have audited the accompanying financial statements of the governmental activities, each major fund
and the aggregate remaining fund information of the Board of Fire Commissioners of the Township of
Hazlet Fire District No. 1, (“District™), in the County of Monmouth, State of New Jersey, as of and for the
year ended December 31, 2020, and the related notes to the financial statements which collectively comprise
the District’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this inclades the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Anditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States and the audit requirements prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey (“Division™). The financial
staternents of the Length of Service Awards Program (“LOSAP”) were not audited and we were not required
by the Division to audit the LOSAP Fund financial statements in accordance with auditing standards
generally accepted in the United States, Government Auditing Standards and the audit requirements
prescribed by the Division. Those standards require that we plan and perform the audit to obtain reasonable
assurance about whether the financial statements are free from 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 District’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 District’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 overali presentation of the financial statements.

Except for the matter described in the “Basis for Disclaimer of Opinion on the Fiduciary Fund” paragraph,
we believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Basis for Disclaimer of Opinion on the Fiduciary Fund

The financial statements of the Length of Service Award Program Fund (“LOSAP”) have not been audited
and we were not required by the Division to audit the LOSAP Fund financial statements. The LOSAP Fund
financial activities are included in the District’s Fiduciary Fund and represents 100% of the assets, net
position, and revenues of the District’s Fiduciary Fund.

Disclaimer of Opinion

Because of the significance of the matter described in the “Basis for Disclaimer of Opinion on the Fiduciary
Fund” paragraph, we have not been able to cbtain sufficient appropriate audit evidence to provide a basis
for an audit opinion on the financia! statements of the fiduciary fund of the District. Accordingly, we do
not express an opinion on these financial statements.

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the governmental activities, the General Fund, Capital Projects Fund and
the Debt Service Fund and each of the aggregate remaining fund information of the District as of December
31, 2020, and the respective changes in financial position for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

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



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated September 30,
2021, on our consideration of the District’s internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreement and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the District’s internal control over financial reporting
and compliance.

Fallon & Company LLP
Certified Public Accountants
Hazlet, New Jersey
September 30, 2021
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Fire Commissioners
Township of Hazlet Fire District No. |
PO Box 5050

Hazlet, NJ 07730

We have audited, in accordance with the auditing standards generally accepted in the United States of
America; the standards applicable to financial audits contained in Government Auditing Standards issued
by the Comptrolier General of the United States; and the audit requirements prescribed by the Division of
Local Government Services, Department of Community Affairs, State of New Jersey (“Division”), the
financial statements of the governmental activities and each major fund and the aggregate remaining fund
information of the Board of Fire Commissioners of the Township of Hazlet Fire District No. I, (*District™),
of the State of New Jersey, as of and for the year ended December 31, 2020, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements and have issued
our report thereon dated September 30, 2021. Our report disclaims an opinion on the Fiduciary Fund
financial statements because the financial statements of the Length of Service Award Program Fund
(“LOSAP”) have not been audited and we were not required by the Division to audit the LOSAP Fund
financial statements. The LOSAP Fund financial activities are included in the District’s Fiduciary Fund and
represents 100% of the assets, net position, and revenues of the District’s Fiduciary Fund.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements in a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the District’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with governance.



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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District’s financial statements are free from
material misstatément, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with these
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed no instances of noncompliance or other matters that are required to be reported
under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the District’s internal
control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the District’s internal control and compliance. Accordingly,
this conimunication is not suitable for any other purpose.

Fallon & Company LLP
Certified Public Accountants

Hazlet, New Jersey
September 30, 2021
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Our discussion and analysis of the Township of Hazlet Fire District No. 1's financial performance provides
an overview of the District’s financial activities for the fiscal year ended December 31, 2020. Please read
this analysis in conjunction with the District’s financial statements.

Financial Highlights

The District’s assets and deferred outflows of resources exceeded its liabilities and deferred inflows
of resources by $2,475,393.19 (net position) as of December 31, 2020. This compares to December
31, 2019 when assets and deferred outflows of resources exceeded liabilities and deferred inflows of
resources by $1,969,833.57.

In total, net position increased $505,559.62 or 25.66%.

The District had $1,733,009.69 in cxpenscs. $179,349.90 of this was offsct by charges for scrvices
and grants. General revenues (primarily taxes) were adequate to provide for these programs.

$150,000.00 was levied in taxes to finance the District’s capital program. Net Position Restricted for
Capital Projects increased $256,466.64 or 45.15%.

Total net position is comprised of the following:

(1) Net investment in capital assets, of $824,493.32 consists of capital asscts including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, notes, or other borrowings that are attributable to
the acquisition, construction, or improvement of those assets.

(2) Restricted net position of $456,110.23 is restricted by constraints placed on the use
either by (a) external groups, such as creditors, grantors, contributors, or laws or
regulations of other governments or (b) law through constitutional provisions or
enabling legislation.

(3) Unrestricted net position of $1,194,789.64 represents the portion available to maintain
the District’s continuing obligation to citizens and creditors.



TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Overview of the Financial Statements

The financial statements consist of the following parts: Management’s Discussion and Analysis, the Basic
Financial Statements consisting of district-wide financial statements, and fund financial statements; Notes
to the Financial Statements; and Required Supplementary Information.

The basic district-widc and fund financial statcments present the financial results on different methods of
accounting. Included in the financial statements are reconciliations that explain the difference between the
two methods.

District-wide financial statements are prepared on the accrual basis of accounting and economic resources
focus. The required financial statements are: Statement of Net Position (Exhibit A-1) and Statement of
Activities (Statement A-2). The Statement of Net Position reports all assets and liabilities, both financial
and capital, and short-term and long-term of the District. The Statement of Activities reports all revenue
and expenses during the year, regardless of when cash is received or paid.

Governmental funds financial statements are prepared on the modified accrual basis of accounting and
current financial resources focus. This is the traditional form for our financial statements. The required
financial statements are: Balance Sheet (Exhibit B-1) and Statement of Revenues, Expenditures, and
Changes in Fund Balances (Exhibit B-2). The Balance Sheet shows only assets and liabilities that come due
during the year or soon thereafter; no capital assets or long-term liabilities are included. The Statement of
Revenues, Expenditures, and Changes in Fund Balances reports revenue for which cash is received during
or soon after the end of the year; expenditures when goods or services have been received and payment is
due during or soon after the end of the year.

Exhibit B-1 - Reconciliation of the Governmental Fund Balance Sheet to the District-wide Statement of
Net Position, explains the differences between the two statements. Exhibit B-3 - Reconciliation of the
Statement of Revenues, Fxpenditures, and Changes in Fund Balances of Governmentazl Funds to the
Statement of Activities, traces the change in fund balances to the change in net position reported in Exhibit
A2,

The district-wide and governmental funds financial statements show the results of the following funds:

General Fund - This Fund is used to finance the operations of the Disirict. All tax revenues are
placed in the General Fund and regular operating expenses are charged here. Funds to be used for
capital equipment and projects are transferred from the General Fund to the Capital Projects Fund.
Funds to be used for payment of debt service are transferred to the debt service fund.

Capital Projects Fund - This Fund is used to separate funds for capital equipment and projects. All
capital expenditures are taken from this Fund. Funds in this account come from revenue transferred
from the General Fund to be used for capital improvements and the sale of existing assets.




TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Overview of the Financial Statements (continued)

Debt Service Fund - This Fund is used to account for the accumulation of resources for, and the
payment of, general long-term debt principal and interest.

Fiduciary Fund - This Fund is used to account for LOSAP program administered by the District.

Notes to the Financial Statements

The accompanying notes to the financial statements provide information essential to a full understanding
of the financial statements. The notes to the financial statements begin immediately following the basic
financial statements.

Other Information

In addition to the basic financial statements and accompanying notes, this report presents certain required
supplementary information. This supplementary information follows the notes to the financial statements.

Financial Analysis of the District

One of the most important questions asked about the District’s finances is “Is the District as a whole better
able to fulfill its mission as a result of this year’s activities?” The Statement of Net Position and the
Statement of Activities report information about the District’s activities in a way that will help answer this
question. These two statements report net position of the District and the changes in et position. The reader
can think of the District’s net position - the difference between assets and liabilitics - as one way to measure
financial health. Over time, increases or decreases in the District’s net position is one indicator of whether
its financial health is improving or deteriorating. However, one will need to consider the non-~financial
factors such as changes in economic conditions, population growth, development, and new or changed
government regulation.



TOWNSHIP OF HAZLET FTRE DISTRICT NO. 1 .
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Net Position

As year-to-year financial information is accumulated on a consistent basis, changes in net position may be
observed and used to discuss the changing financial position of the District as a whole.

The District’s net position at fiscal year-end is $2,475,393.19. This is a $505,559.62 increase over last
year’s nct position of $1,969,833.57. A summary of the District’s statcment of net position is presented in
the following table:

Condensed Statement of Net Position

Dollar Percent
FY 2020 FY 2019 Change Change
Current and non-current

agsets $ 1,976,259.61 $ 1,778,591.77 $ 197,667.84 11.11%
Capital assets, net 1,498,236.42 1,457.212.40 41,024.02 2.82%
Total assets 3.474,496.03 3,235,804.17 238.691.86 7.38%
Deferred Outflows of Resources 39,717.00 59,647.00 {19,930.00) -33.41%
Long-term Labilities 801,421.10 1,028,653.72 {227,232.62) «22.09%
Other Labilities 107,788.74 120,638.88 (12,850.14) -10.65%
Total liabilities 909,209.84 1,149,292.60 {240,082.76) -20.89%
Deferred Inflows of Rescurces 129,610.00 176,325.00 (46,715.00) -26.49%
Net investment in capital assets 824,493.32 568,026.68 256,466.64 45.15%
Restricted 456,110.23 563,361.38 {107,251.15) -19.04%
Unrestricted 1,194,789.64 838,445.51 356,344.13 42.50%
Total Net Position $ 2,475,393.19 $ 1,969,833.57 $ 505,559.62 25.67%

While the Statement of Net Position shows the change in financial position, the Statement of Activities
provides answers as to the nature and source of these changes. As can be seen in the following table, net

position increased by $505,559.62.
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TOWNSHIP OF HAZLET FIRE DISTRICT NQ. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Governmental Activities

The Statement of Activities shows the cost of the governmental activities program services and the charges
for services and grants offsetting those services. Key elements of the increase in governmental activities

are as follows;

Increase
Expenses 2020 2019 (Decrease)
Administration $ 55,049.69 $ 82,048.09 $(26,998.40)
Cost of providing services 1,481,482.36 1,566,312.81 (84,830.45)
Operating appropriations offset with
revenues 170,748.90 163,216.48 6,832.42
Debt service 25,728.74 33,143.92 (7,415.18)

Total program expenses

Program Revenues

1,733,009.69

1,845,421.30

(112,411.61)

Charges for services 170,748.90 163,916.48 6,832.42
Operating grants and contributions 8,601.00 8,601.00 -
Net program expenses 1,553,659.79 1,672,903.82 (115,244.03)
General Revenues

Property taxes 2,095,762.07 2,005,040.00 90,722.07
Miscellaneous income 257.34 1,022.81 (765.47)
Total general revenues 2,096,019.41 2,006,062.81 §9,956.60
Transfers:

LOSAP (36,800.00) (41,400.00) 4,600.00
Special Item:

Sale of Assets - 77,250.00 (77,250.00)
Increase/(decrease) in net positon 505,559.62 369,008.99 136,550.63
Net position, January 1 1,969,833.57 1,600,824.58 369,008.99
Net position, December 31 ¥ 505,559.62 $ 446,258.99 $ 59,300.63

Property taxes constituted 92.10% and 92.76% of revenues for government activities for the Fire
District for the years 2020 and 2019, respectively. Cost of operations and maintenance including
operating appropriation offset with revenues comprised 95.34% and 93.76% of fire district expenses,
with administration comprising 3.18% and 4.45%, in 2020 and 2019, respectively.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
MANAGEMENT’S DISCUSSION AND ANALYSIS

Budgetary Highlights

DECEMBER 31, 2020

The State of New Jersey requires local authorities to prepare and adopt annual budgets in accordance with the Tocal
Authorities Fiscal Control Law and regulations adopted by the Local Finance Board pursuant to this statute N.LS.A.
40A:78-3. The statutory budget was designed to demonstrate to the Bureau of Authority Regulation of the Division
of Local Government Services that the cash flows of the Disirict for the coming year will be sufficient to cover

operating expenses.

The following table provides a 2020 budget to actual comparison:

Fund Balance Utilitzed:
Restricted
Revenues:
Property taxes
Other revenues
Total revenues and fund balance utilized

General Fund Appropriations:
Administration
Cost of providing services
Operating appropriations offset

with revenues

Total general fund appropriations

Capital appropriation

]jebt service appropriation

Total appropriations

Excess of revenues over appropriations

Fund balance, January 1

Transfer to fiduciary fund (LOSAP)
Less: Fund balance utilized

Fund balance, December 31

Variance -
Budget as Favorable
Modified Actual {Unfavorable)
265,000.00 265,000.00 -
2,095,792.00 2,095,762.07 (29.93)
209,151.00 179,607.24 {29,543.76)
2,569,943.00 2,540,369.31 {29,573.69)
124,752.00 93,624.69 31,127.31
1,606,447.00 1,273,417.52 333,029.48
123,000.00 169,287.14 (46,287.14)
1,854,199.00 1,536,329.35 317,869.65
150,000.00 150,000.00 -
248,744.00 248.744.00 -
2,252,943.00 1,935,073.35 317,869.65
317,000.00 605,295.96 288,295.96
1,116,827.33 1,116,827.33 -
1,433,827.33 1,722,123.29 288,295.96
(52,000.00) (36,800.00) 15,200.00
265,000.00 265,000.00 -
1,116,827.33 1,420,323.29 303,495.96

12




TOWNSHIP OF HAZLET FIRE DISTRICT NO. t
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2020

Capital Assets and Debt Administration

Capital Assets

At the end of fiscal year 2020, the District’s net property, plant and equipment was $1,498,236.42. This is
a $41,024.02 increase from last year’s net property, plant and equipment of $1,457,212.40. The increase is
duc to depreciation cxpensc of $223,881.36 whilc additions were $264,905.38. A summary of the District’s
capital assets is presented in the following tabte:

Capital Assets
2019 Additions 2020
Equipment $ 214,489.41 § 43,500.00 $ 257,989.41
Vehicles 4,436,295.29 221,405.38 4,657,700.67
4,650,784.70 264,905.38 4,915,690.08

Less: accumulated depreciation  (3,193,572.30) (223,881.36) (3,417,453.66)
Capital Assets, Net $1,457,212.40 $ 41,024.02 $1,498,236.42

Debt Administration

The District has two (2) outstanding capital leases as of December 31, 2020. Principal has been decreased
by $215,442.62. The decrease represents lease principal paid of $215,442.62. The principal balance as of
December 31, 2019 was $889,185.72.

Economic Factors, Future Years’ Budgets and Rates

The Commissioners and management of the District consider many factors when preparing each year’s
budget and annual charges. Two of the main factors are growth in the District’s system and new regulations
issued by the State and Federal governments.

Contacting the District

This financial report is designed to provide our citizens, taxpayers, investors and creditors with a general
overview of the District’s finances and to demonstrate the District’s accountability for the money it
receives. If you have any questions about this report or need additional information, please contact the
Township of Hazlet Fire Distnict No. 1, PO Box 5050, Hazlet, New Jersey 07730.
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DISTRICT-WIDE FINANCIAL STATEMENTS



TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1

COUNTY OF MONMOUTH
STATEMENT OF NET POSITION
As of December 31, 2020
Governmental
Activities
Assets:
Cash $ 1,477,249.99
Prepaid Expenses 26,048.25
Restricted Cash 472.961.37
Capital Assets, Net 1,498,236.42
Total Assels 3,474,496.03
Deferred Cutflows of Resources:
Related to Pensions 39,717.00
Liabilities:
Accounts Payable:
Other 90,937.60
Accrued Liabilities:
Accrued Interest Payable 16,851.14
Noncurrent Liabilities:
Due Within One Year:
Capital Lease Payable 136,299.35
Due in More Than One Year;
Net Penston Liability 127,678.00
Capital Lease Payabie, Net of Unamertized
Premium 537.443.75
Total Liabilities 909,209.84
Deferred Inflows of Resources:
Related to Pensions 129,610.00
Net Position:
Net Investment in Capital Assets 824,493.32
Restricted:
Capital Projects 472.961.37
Debt Service (Deficit) (16,851.14)
Unrestricted 1,194,789.64

Total Net Position

The accompanying notes are an integral part of this siatement.
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$

2,475,393.19

b

Exhibit A-1

Total

147724999
26,048.25
472,961.37
1,498,236.42

3,474,496.03

39,717.00

90,937.60

16,851.14

136,299.35
127,678.00

337,443.75

909,209.84

129,610.00

824.493.32

472,961.37
(16,851.14)
1,194,789.64

2,475,393.19
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FUND FINANCIAL STATEMENTS



GOVERNMENTAL FUNDS



Exhibit B-1

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH, NEW JERSEY

BALANCE SHEET
GOVERNMENTAL FUNDS
As of December 31, 2020
Capital Debt Total
General Projects Service Governmental
Fund Fund EFund Funds

Assels:

Cash $ 147724999 % 472,961.37 5 1,950,211.36

Interfunds Receivable - 126,083.52 126,083.52
Total Assets 1,477,249.99 566,044.80 § - 2,076,294.8%
Liabilities and Fund Balance:

Accounts Payable 90,937.60 90,937.60

Interfunds Payable 126,081.89 1.63 126,083.52
Total Liabilities 217,019.49 - 1.63 217,021.12
Fund Balances:

Restricted For:

Capital Projects Fund 599,044.89 599,044.89
Debt Service Fund (1.63) (1.63)

Unassigned 1,260,230.50 1,260,230.50
Total Fund Balances/(Deficits) 1,260,23(.50 599.044.89 (1.63) 1,859,273.76
Total Liabilities and Fund Balance § 147724999 3 509,044.89 % -

The accompanying notes are an integral part of this statement.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1

COUNTY OF MONMOUTH, NEW JERSEY

BALANCE SIIEET
GOVERNMENTAL FUNDS

As of December 31, 2020

Total Fund Balances (B-1}

Amounis reported for Governmental Activities in the Statement of Net Position
(A-1) are different because:

Prepaid expenses are reported in the govemmental funds as expenditures. However,
in the statement of net position, the cost is expensed in the period benefited.

Capital assets used in Governmental Activities are not financial resources
and therefore are not reported in the funds. The cost of the assets
is $4,915,6920.08 and the accurnulaied depreciation is $3,417,453.66.

Deferred outflows and deferred inflows related to the refunding of debt and pensions
represent the consumption and acquisition, respectively, of resources that relates to

future periods; therfore, such amounts are not reported in the fund financial statements.

Deferred Outflows
_ Deferred Inflows

Accounts payable and accrued expenses related to pensions are not liquidated with
current financial resources; therefore, such amounis are not recorded in the

fund financtal siatements.

Accrued interest on long-term Habilities are not reported as liabilities in the funds.

Long-term ligbilities, including bonds payable, capital leases, compensated absences,
and pension are not due and payabie in the current period and, therefore,
are not reported as liabilities in the funds.

Net Pension Liability
Capital Lease Payable

Net Position of Governmental Activities

The accompanying notes are an infegral part of this statement.
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$ 1,859273.76

26,048.25

1,498,236.42

39,717.00
(129,610.00)

(16,851.14)

(127,678.00)

(673,743.10)

¥ 2,475.393.19



Exhibit B-2
TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH, NEW JIERSEY

STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES
GOVERNMENTAL FUNDS

For the Year Ended December 31, 2020

Capital Debt Total
General Projects Service Governmental
Fund Fund Fund Funds
Orperating Revenues:
Miscellaneous Revenues Anticipated:
Supplemental Fire Services Grant $ 8,601.00 5 8,601.00
Miscellancous Revenues Offset with
Appropriations 170,748.90 170,748.90
Amount to be Raised by Taxation 1,697,018.07 £ 150,000.00 $ 248,744.00 2,095,762.07
Investment Income 257.34 257.34
Total Revenues 1,876,625.31 150,000.00 248 744,00 2,275,369.31
Expenditures:
Operating Appropriations:
Administration 93,624.69 93,624.09
Cost of Providing Services 1,252,126.71 1,252,126.71
Operating Appropriations Offset
with Revenues 170,748.90 170,748.9G
Debt Service:
Principal on Lease 215,442.62 215,442.62
Interest 33,302.25 3330223
Investment in Fixed Assets 264,905.38 264,905.38
Total Expenditures 1,516,500.30 264,905.38 248,744 87 2,030,150.55
Excess or (Deficiency) of Revenues
over Expenditures 360,125.01 (114,905.38) {0.87) 24521876
Other Financing Sources and (Uses)
Transfers:
Length of Service Awards Program {36,800.00) {36,800.00)
Total Other Financing Sources and (Uses) {36,800.00) - - {36,800.00)
Net Change in fund Balance 323,325.01 (114,905.38) 0.87) 208,418.76
Fund Balance - January 1 936,905.49 713,950.27 {0.76) 1,650,855.00
Fund Balance - December 31 $ 1,260,230.50 $  599,044.89 3 {1.63) $ 1,859,273.76

The accompanying notes are an integral part of this staternent.
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Exhibit B-3
TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH, NEW JERSEY

RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES AND
CHANGES IN FUND BALANCES TO THE STATEMENT OF ACTIVITIES

For the Year Ended December 31, 2020

Total Net Change in Fund Balances - Governmental Funds (B-2) $ 208.418.76

Amounts reported for governmental activities in the Statement
of Activities (A-2) are different because:

Prepaid expenditures are reported in the governmental funds as expenditures.
However, in the Statement of Activities, the cost is expensed in the period
benefited. Change in prepaid expenditures. (5,474.29)

Capital outlays are reported as expenditures in governmental funds.
However, the Statement of Activities allocates the cost of capital
outlay over their estimated useful lives as depreciation expense.
Current Year Depreciation Expense (223,881.36)
Fixed Asset Purchases 264,905.38

Repayment of bond and capital lease principal is an expenditure in the governmental funds,
but the repayment reduces fong-term liabilities in the Statement of Net Position
and is not reported in the Siatement of Activities.
Capital Lease Payment 215,442.62

In the statement of activities, certain operating expenses (e.g. compensated absences,
interest on debt, and pension), are measured by the amounts incurred during the
year. In the governmental funds, however, expenditures for these items are reported
in the amount of financial resources used (paid). When the earned amount exceeds
the paid amount, the difference is a reduction in the reconciliation {(-); when the
paid amount exceeds the earned amount, the difference is an addition to the
reconciliation (+).

Interest on Long Term Debt 7.573.51
Pension Expense 38,575.00
Change in Net Position of Governmental Activities b 503,359.62

The accompanying notes are an integral part of this statement.
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Exhibit B-4
TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH, NEW JERSEY

STATEMENT OF NET POSITION
FIDUCIARY FUNDS

As of December 31, 2020

{(Unaudited)
Length of Service
Award Plan
Assets:

Investments § 216,434.58
Total Assets $ 216,434.58
Liabilities and Net Position:

Net Position:

Available for Benefits $  216,434.58
Total Net Position ' § 216,434.58

The accompanying notes are an integral part of this statement.
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Exhibit B-5

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1

COUNTY OF MONMOUTH, NEW JERSEY

STATEMENT OF CHANGES IN FIDUCIARY NET POSITION

As of December 31, 2020

Additions:
Appreciation on Investments

Total Additions

Deductions:
Withdrawls
Administrative Expenses

Total Deductions

Transfers:
LOSAP Contribution

Change in Net Position
Net Position - Beginning of Year

Net Position - End of Year

FIDUCIARY FUNDS

(Unaudited)
Length of Service
Award Plan

$ 28,898.28

28,898.28

$ 1,263.07
1,250.00

2,513.07

36,800.00

63,185.21

153,249.37

$  216,434.58

The accompanying notes are an integral part of this statement.
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NOTE1

NOTE2

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

DESCRIPTION OF REPORTING ENTITY

Fire District No. 1 of the Township of Hazlet (“District™) is a political subdivision of the
Township of Hazlet, County of Menmouth, New Jersey.

A Board of five Commissioners oversees all operations of the Fire District. The length of
each Commissioner’s term is three years, with the annual election held the third Saturday
of every February.

Fire Districts are governed by N.J.S.A. 40A:14-70 et al. and are organized as a taxing
authority charged with the responsibility of providing the resources necessary to provide
fire-fighting services to the residents within its territorial location. Fire District No. 1 of
the Township of Hazlet has three fire companies within its jurisdiction: Hazlet Fire
Company No. 1, North Centerville Fire Company No. 1, and West Keansburg Fire
Company No. 1.

SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the District have been prepared in conformity with accounting
principles generally accepted in the United States of America (“GAAP”) as applied to
governmental units. The Governmental Accounting Standards Board (“GASB”) is the
accepted standard-setting body for establishing governmental accounting and financial
reporting principles. The more significant of the District’s accounting policies are
described below.

A. Financial Statements:

Pistrict-Wide Financial Statemenis

The District’s District-Wide Financial Statements include a Staternent of Net Position
and a Statement of Activities. These Statements report all of the non fiduciary activities
of the primary government.

The statement of activities demonstrates the degree to which the direct expenses of a
given function is offset by program revenues. Direct expenses are those that are clearly
identifiable with a specific function. Program revenues include (1) charges to
customers or applicants who purchase, use or directly benefit from goods, services, or
privileges provided by a given function or section and (2) grants and contributions that
are restricted to meeting operational or capital requirements of a particular function or
segment. Taxes and other items not properly included among program revenues are
reporied instead as general revenues.

Separate financial statements are provided for the District’s governmental funds.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE2 SIGNIFICANT ACCOUNTING POLICIES (continued)
A. Financial Statements (continued):

District-wide Financial Statements (continued)

The district-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting. Revenues are recognized when
earned and expenses are recognized when a liability is incurred, regardless of the
timing of the related cash flows. Property taxes are recognized as revenues in the year
for which they are levied. Grants and similar items are recognized as revenue as soon
as all eligibility requirements imposed by the provider have been met.

Governmental Fund Financial Statements

The District’s Governmental Fund Financial Statements include a Balance Sheet and
a Statement of Revenues, Expenditures and Changes in Fund Balance for all major
governmental funds and non-major funds. An accompanying schedute is presented to
reconcile and explain the differences in fund balances as presented in these statements
to the Net Position presented in the financial statements.

All governmental funds are accounted for using the current financial resources
measurement focus and the modified accrual basis of accounting. Accordingly, only
current assets and current liabilities are included on the Balance Sheet. The Statement
of Revenues, Expenditures and Changes in Fund Balances presents increases (revenues
and other financing sources) and decreases (expenditures and other financing uses) in
net current assets. Under the modified accrual basis of accounting, revenues are
recognized in the accounting period in which they become measurable and available
to finance expenditures of the current period. Accordingly, revenues are recorded when
received in cash, except that revenues subject to accrual (generally 60 days after year-
end) are recognized when due. Expenditures are recorded in the accounting period in
which the related fund lability is incurred. Reconciliation of the Fund Financial
Statements to the District-Wide Financial Statements is provided to explain the
differences created by the different measurement focus and basis of accounting.

The Governmental Funds are as follows:
General Fund - The General Fund is the General Operating fund of the District. All tax

revenues arc placed in the General Fund and regular opcrating cxpenses are charged
here.
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NOTE2

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

SIGNIFICANT ACCOUNTING POLICIES (confinued)
A. Financial Statements (continued):

Capital Projects Fund - The Capital Projects Fund is used for the acquisition or
construction of major capital assets. The financial resources are derived from the
issuance of debt, by reservation of fund balances that are specifically authorized by the
voters as a scparate question on the ballot either during the annual election or at a
special election, Funds appropriated for capital projects included in the annual adopted
budget are raised by taxation or are offset by fund balances appropriated and are
transferred into the Capital Projects Fund. Additional financial resources are the sale
of existing assets.

Debt Service Fund - The Debt Service Fund is used to account for the accumulation of
resources for, and the payment of general long-term debt principal and interest.

Fiduciary Fund Financial Statements

Fiduciary Funds - The Fiduciary Funds are used to account for assets held by the
District in a trustee capacity or as an agent for individuals, private organization, other
governments and/or other funds. One hundred percent of the fiduciary fund is
comprised of the LOSAP fund.

. Cash and Cash Equivalents

Cash and cash equivalents include petty cash, change funds, cash in banks and all
highly liquid investments with a maturity of three months or less at the time of purchase
and are stated at cost. U.S. Treasury and agency obligations and certificates of deposit
with maturities of one year or less when purchased are stated at cost. All other
investments are stated at fair value.

New Jersey fire districts are limited as to the types of investments and types of financial
institutions they may invest in. New Jersey statutes provide a list of permissible
investments that may be purchased by New Jersey fire districts.

Additionally, the District has adopted a cash management plan that requires it to
deposit public funds in public depositories protected from loss under the provisions of
the Governmental Unit Deposit Protection Act (“Act™). The Act was enacted in 1970
to protect Governmental Units from a loss of funds on deposit with a failed banking
institution in New Jersey.

24



TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE2 SIGNIFICANT ACCOUNTING POLICIES (continued)

B. Cash and Cash Equivalenis (continued):

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

C. Assessment and Collection of Property Tax

Upon proper certification, pursuant to Section 9 of P.L. 1979, ¢. 453 (C. 40A:14-78.5),
the assessor of the municipality in which the fire district is situated shall assess the
amount to be raised by taxation fo support the District budget against the taxable
property therein, in the same manner as municipal taxes are assessed, and the said
amount shall be assessed, levied and collected at the same time and in the same manner
as other municipal taxes.

The collector or treasurer of the municipality, in which said District is situate, shall pay
over all moneys so assessed to the treasurer or custodian of funds of said Fire District
as follows: on or before April 1, an amount equalizing 21.25% of all monies so
assessed; on or before July 1, an amount equaling 22.50% of all moneys so assessed;
on or before October 1, an amount equaling 25.00% of all moneys so assessed; and on
or before December 31, an amount equaling the difference between the total of all
moneys so assessed and the tota! amount of such moneys previously paid over, to be
held and expended for the purpose of providing and maintaining means for
extinguishing fircs in such District.

Notwithstanding anything herein to the contrary, the municipal governing body may
authorize, in the cash management plan adopted by it pursuant to N.J.S. 40A:5-14, a
schedule of payments of fire district moneys by which an amount greater than required
on any of the first three payments cited herein may be paid over. The municipal
governing body and board of fire commissioners may, by concurrent resolution, adopt
a schedule of payments of fire district moneys by which an amount less than required
on any of the first three payment dates cited herein may be paid over. Such resolution
shall be included in the cash management plan adopted by the municipal governing
body pursuant to N.J.S. 40A:5-14.
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NOTE 2

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Assessment and Collection of Property Tax (continued)

The commissioners may also pay back, or cause to be paid back, fo such municipality,
any funds or part thereof paid to the treasurcr or custodian of funds of such fire district
by the collector or treasurer of the municipality, representing taxes levied for fire
district purposes but not actually collected in cash by said collector or treasurer,

. Capital Assets - Capital Assets, which include vehicles and equipment, are reported in

the District-Wide Financial Statements. Capital Assets are recorded at historical cost
or estimated historical cost if actual cost is not available. Donated assets are valued at
their estimated fair value on the date donated. The District has set capitalization
thresholds for reporting capital assets at $5,000.00.

Depreciation is recorded on the straight-line method (with one half year applied to the
first year of acquisition) over the nseful lives of the assets as follows:

Equipment 5-10 years
Vehicles 10 years

. Inventorv Materials and Supplies - Purchase of materials and supplies are recorded as

expenditures when they are acquired, regardless of when used.

. Prepaid Expenses - Payments made for services not rendered until the subsequent year

are recorded as prepaid expenses and are then expensed when the service is rendered.

. Budgets/Budgetary Conirol

An annual budget is prepared each year for the operations of the District. The budget
is approved by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey. The budget is then voted upon by the public, at the annual
fire district election held on the third Saturday in February. Budgetary transfers may
be made during the last two months of the year. Formal budgetary integration into the
accounting system is employed as a management control device during the year.

. Deferred Qutflows and Deferred Inflows of Resources

The statement of net position reports separate sections for deferred outflows of
resources and deferred inflow of resources. Defetred outflows of resources, reported
after total assets, represents a reduction of net position that applies to a future pertod(s)
and will be recognized as an ouiflow of resources (expense) at that time. Deferred
inflows of resources, reported after total liabilities, represents an acquisition of net
position that applies to a future period(s) and will be recognized as an inflow of
resources (revenue) at that time.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. {
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE2 SIGNIFICANT ACCOUNTING POLICIES (continued)

H. Deferred Outfiows and Deferred Inflows of Resqurces (continued)

Transactions are classified as deferred outflows of resources and deferred inflows of
resources only when specifically prescribed by the Governmental Accounting
Standards Board (GASB) standards. The Fire District is required to report the
foliowing as deferred outflows of resources and deferred inflows of resources:

Defined Benefit Pension Plans - The difference between expected (actuarial)
and actual experience, changes in actuarial assumptions, net difference
between projected (actuarial) and actual earnings on pension plan
investments, changes in the Fire District’s proportion of expenses and
liabilities to the pension as a whole, differences between the Fire District’s
pension contribution and its proportionate share of contributions, and the Fire
District’s pension contributions subsequent to the pension valuation
measurement date.

[.  Encumbrances - Under encumbrance accounting purchase orders, contracts and other
commitments for the expenditure of resources are recorded to reserve a portion of the
applicable appropriation. Open encumbrances in excess of accounts payable in
governmental funds, other than the special reserve fund, are reported as reservation of
fund balance at fiscal year end as they do not constitute expenditures or liabilities but
rather commitments related to unperformed contracts for goods and services.

The encumbered appropriation authority carries over into the next fiscal year. An entry
will be made at the beginning of the next fiscal year to increase the appropriation
reflected in the certified budget by the outstanding encumbrance amount as of the
current fiscal year end.

J. Long-Term Obligations - Long-term debt is recorded in the district-wide financial
statements when incurred. Long-term debt is recognized in the governmental funds
when due. For other long-term obligations, only that portion expected to be financed
from expendable available financial resources is reported as a fund liability of a
governmental fund.

NJ.S.A. 40A:14-84 govemns the procedures for the acquisition of property and
equipment for fire districts and N.J.S.A. 40A:14-85 to 87 governs procedures for the
issuance of debt related to such purchases.

K. Estimatcs - The preparation of financial statements in conformity with gencrally
accepted accounting principles requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported
amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE2 SIGNIFICANT ACCOUNTING POLICIES (continued)

L.

Unreatized Gains and Losses - GASB has established GASB No. 31 which requires
public agencies to report the financial effect of all unrealized gains and losses on
invested funds. As of December 31, 2020, the District has no unrealized gains or losses.

. Restricted Assets - Certain assets are classified on the Statement of Net Position as

restricted because their use is limited. Property taxes collected for capital acquisitions
is legally restricted for that purpose. Dedicated penalties for firefighter training and
education must be used only for firefighter training and/or new firefighting equipment.

Program Revenues - Appropriations received from the Township of Hazlet that offset
the cost of providing services are recorded as program revenues in the Statement of
Activities.

Indirect Expense Allocation - Depreciation expense is allocated to the cost of providing
services in the Statement of Activities.

Fund Balance - the District classifies governmental fund balances as follows:

» Nonspendable - Fund balances are reported as nonspendable when amounts cannot
be spent because they are either (a) not in spendable form (i.e. items that are not
expecied to be converted to cash) or (b) legally or contractually required to be
maintained intact.

* Resiricted - Fund balances are reported as restricted when there are limitations
imposed on their use either through the enabling legislation adopted by the District
or through external restrictions imposed by creditors, grantors or laws or
regulations of other governments.

s Committed - Fund balances are reported as committed when they can be used only
for specific purposes pursuant to constraints imposed by formal action of the
District Commnissioners through the adoption of a resolution. Only the District
Commissioners may modify or rescind the commitment.

s Assigned - Fund balances are reported as assigned when amounts are constrained
by the District’s intent to be used for specific purposes. But are neither restricted
nor committed.

¢ Unassigned - Fund balances are reported as unassigned when the balances do not
meet any of the above criterion. The District reports positive unassigned fund
balance only in the General Fund. Negative unassigned fund balances may be
reported in all other funds.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE2 SIGNIFICANT ACCOUNTING POLICIES (continued)

P. Fund Balance {continuad)

Fund Balance Flow Assumptions:

When both restricted and unrestricted amounts of fund balance are available for use
for expenditures incurred, it is the District’s policy to use restricted amounts first and
then unrestricted amounts as they are needed. For unrestricted amounts of fund
balance, it is the District’s policy to use fund balance in the following order:
committed, assigned, then unassigned.

Net Position:

Equity for district-wide financial statements is classified as net position and displayed
in three components:

1. Net investment in capital assets - Consists of capital assets including
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets.

2. Restricted net position - Consists of net position with constraints placed
on the use either by (a) external groups, such as creditors, grantors,
contributors, or laws or regulations of other governments or (b) law through
constitutional provisions or enabling legislation. Net position is reported as
restricted using the same definition as used for restricted fund balance as
described in the section above.

3. Unrestricted net position - All other assets that do not meet the definition
of “restricted” or “net investment in capital assets”.

The District applies restricted resources first when an cxpense is incurred for purposes
for which both restricted and unrestricted net position is available.
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NOTE 2

NOTE 3

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended Pecember 31, 2020

SIGNIFICANT ACCOUNTING POLICIES (continued)

Q. Impact of Recently Issued Accounting Principles

Statement No. 87 Leases. The objective of this Statement is to better meet the
information needs of financial statement users by improving accounting and financial
reporting for leases by governments. This Statement increases the usefuiness of
governments’ financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized
as inflows of resources or outflows of resources based on the payment provisions of
the comfract. It establishes a single model for fease accounting based on the
foundational principle that leases are financings of the right to use an underlying asset.
Under this Statement, a lessee is required to recognize a lease liability and an intangible
right-to-use lease asset, and a lessor is required to recognize a lease receivable and a
deferred inflow of resources, thereby enhancing the relevance and consistency of
information about governments’ leasing activities. This statement will be effective for
the Fire District for the December 31, 2020 financial statements. Management has not
yet determined the impact of this statement on the financial statements.

Statement No. 88 Certain Disclosures Related to Debt, Including Direct Borrowings
and Direct Placements. The primary objective of this Statement is to improve the
information that is disclosed in notes to government financial statements related to
debt, including direct borrowings and direct placements. It also clarifies which
liabilities governments should include when disclosing information related to debt.
This statement will be effective for the fire district for the December 31, 2020 financial
statements. Management has not yet determined the impact of this statement on the
financial statements.

CASH

At December 31, 2020, the District’s deposits had a carrying amount of $1,950,211.36.

Custodial Credit Risk Related to Deposits

Custodial credit risk is the risk that, in the event of a bank failure, the District’s deposits
may not be recovered. Although the District does not have a formal policy regarding
custodial credit risk, N.J.S A. 17:9-41 ef seq. requires that governmental units shall deposit
public funds in public depositories protected from loss under the provisions of the
Governmental Unit Deposit Protection Act (“Act”). Under the Act, the first $250,000 of
governmental deposits in each insured depository is protected by the Federal Deposit
Insurance Corporation (FDIC). Public funds owned by the district in excess of FDIC
insured amounts are protected by the Act. However, the Act does not protect intermingled
agency funds such as salary withholdings, or funds that may pass to the District relative to
the happening of a future condition.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE 3 CASH (continued)

Custodial Credit Risk Related to Deposits (continued)

Such funds are shown as Uninsured and Uncollateralized in the schedule below.

As of December 31, 2020, the Distriet’s bank balances of $2,009,925.61 were exposed to
custodial credit risk as follows:

Insured $ 250,000.00
GUDPA 1.759.925.61
Total $_2.009.92561

NOTE4 INVESTMENTS

As of December 31, 2020, the District had the following investments;

Investment Type Fair Value Book Value
Fiduciary Fund:
Fixed Account $ 51,464.55 $ 51,464.55
Mutual Funds 164.970.03 164.970.03
Totals $_216434.58 $_216434.58
Interest Rate Risk

One hundred percent of the Fiduciary Fund is comprised of the LOSAP Fund.

LOSAP investment options are at the discretion of each individual participant and not the
District.

During the year, the District had none of its idlc funds invested in repurchase agreements
collateralized by eligible securities. At the close of the year, no such investments were held
by the District.

Net Investment Appreciation

During 2020, investments (including gains and losses on investments bought and sold, as
well as held during the year) appreciated in value by $65,698.19 as foltows:

Mutual Funds § 53,368.97
Fixed Account 12,329.22
Total $ _65,698.19
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NOTE 4

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

INVESTMENTS (continued)

Fair Value Measurements

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC)
820, Fair Value Measurements and Disclosures, provides the framework for measuring
fair value. That framework provides a fair value hierarchy that prioritizes the inputs to
valuation techniques used to measure fair value. The hierarchy gives the highest priority to
unadjusted quoted prices in active markets for identical assets or liabilities (level 1
measurements) and the lowest priority to unobservable inputs (level 3 measurements). The
three levels of fair value hierarchy are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted
prices for identical assets or liabilities in active markets
that the Program has the ability to access.

Levef 2 Inpuis to the valuation methodology include:

- quoted prices for similar assets or labilities in active
markets;

- quoted prices for identical or similar assets in inactive
markets;

- inputs other than quoted prices that are observable for the
asset or liability

- inputs that are derived principally from or corroborated
by observable market data by correlation or other means

If the asset or liability has a specified (contractual) term,

the level 2 input must be observable for substantially the

full term of the asset or Hability.

Level 3 Inputs to the valuation methodology are unobservable and
significant fo the fair value measurement.

The asset or liability’s fair valuc mcasurement level within the fair value hierarchy is based
on the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs or minimize the use of
unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair
value. There have been no changes in the methodologies used at December 31, 2020.

Murtual Funds: Valued at the net asset value (NAYV) of shares held by the Program at year
end.

Fixed Account: Valued at the fair value by discounting the related cash flows based on
current yields of similar instruments with comparable durations considering the credit-
worthiness of the issuer.

Money Market: A type of mutual fund valued at the net asset value (NAV) of shares held
by the District at year end where the NAV is valued at §1 per unit.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE 4 INVESTMENTS (continued)

Fair Valie Measurements (continued)

The preceding methods described may produce a fair value caiculation that may not be
indicative of net realizable value or reflective of future fair values. The use of different
methodologies or assumptions to determine the fair value of certain financial instruments
could result in a different fair value measurement at the reporting date.

The foliowing tables set forth by level, within the fair value hierarchy, the District’s assets
at fair value as of December 31, 2020:
Fair Value Measurements Using

Quoted Prices
in Active
Markets for Significant Other
December 31, Identical Assets  Observable Inputs

2020 (Level 1) (Level 2)
Investments by fair value level
Fixed Account $  51,464.55 $ - $  51,464.55
Total investments by fair value level 51,464.55 - 51,464.55

Investments measured at the net asset value (NAV)

Mutual Funds:
American Funds Global Growth 1,594.75
American Funds Growth 2,271.80
American Funds International 283.42
Deleware VIP High Yield 2,610.83
Deleware VIP REIT 10,521.49
Deleware VIP Small CAP Value 16,198.53
Deleware VIP SMID CAP Core Series 1,485.56
Deleware VIP Contrafund 665,34
Deleware VIP Valus 1,049.64
Fidelity VIP Growth 24,371.07
LVIP Delaware Mid Cap Value Fund 1,094.94
LVIP Mondrian International Value 1,818.78
LVIP SSGA S&P 500 Index 69,153.90
LVIP T. Rowe Price Mid CAP Growth 24,284.10
MFS Utilities 7,565.88
Total investments measured at the NAV 164,970.03

Total investments measured at fair value §  216,434.58
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE 4 INVESTMENTS (continued)

Fair Value Measurements {(continued)

Level 2 Gains and Losses

The following table sets forth a summary of changes in the fair value of the District’s level
2 assets for the year ended December 31, 2020,
Level 2 Assets
Year Ended December 31,2020
Eixed Account
Balance, December 31,2019 b 40,061.79

Unreatized gains/(losses)
relating to instruments stili

held at the reporting date 82922
Purchases, sales, issuances,

and settlements (net) 10,573.54
Balance, December 31,2020 3 51,464.55

NOTES CAPITAL ASSETS

Capital Asset activity for the fiscal year ended December 31, 2020, was as follows:

Balance Balance
December 31, December 31,
2019 Additions 2020
Capital Asscts Being Depreciated:
Equipment § 21448941 § 43,500.00 $ 25798941
Vehicles 4,436,295.29 221,405.28 4,657,700.67
Total 4,650,784.70 264,905.38 4,915,690.08

Less: Accumulated Depreciation (3,193,572.30) (223,881.36) (3,417,453.66)

Governement Activity Capital
Assets, Net S 45721240  § 41,024.02  §1,498,236.42

All depreciation expense is charged as an indirect cost allocation to cost of providing
services in the Statement of Activities.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE 6 LONG-TERM LIABILITIES

During the year ended December 31, 2020, the following changes occurred in long term
liabilities for governmental activities:

At December 31, 2020, the Fire District had capital lease agreements in effect for the

following:
Balance Balance
December 31, December 31, Due Within
2019 Deletions 2020 One Year

MCIA Lease  § 254,116.68 $ 61,553.46 § 192,563.22 § 62,852.24

First Security 87,569.04 37,569.04 - -

US Bancorp 547,500.00 66,320.12 481,179.88 73,447.11
5 88918572 § 215,442.62 § 673,743.10  § 136,299.35

The Fire District entered into a Capital Lease during 2010 to purchase various vehicles.
The term of the lease requires the principal payment of $1,070,000.00 to be repaid in ten
(10) annual installments beginning May 2011 at an interest rate of 4.49499%. The District
paid $28,127.76 during 2010 in advance reducing future principal payments to
$1,041,872.24. There are no remaining lease payments.

The Fire District entered into a Capital Lease during 2016 to purchase a vehicle. The term
of the lease requires the principal payment of $468,407.24 (o be repaid in ten (10) annual
installments beginning November 2017 at an interest rate of 2.11%. The following
schedule details the remaining required lease payments:

Year Principal Interest Total
2021 $ 62,852.24 $ 4,063.08 $ 66,915.32
2022 64,178.42 2,736.90 66,915.32
2023 65,532.56 1,382.76 66,915.32
192,563.22 8,182.74 200,745.96
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE6 LONG-TERM LIABILITIES (continued)

The Fire District entered into a Capital Lease during 2019 to purchase a vehicle. The term
of the lease requires the principal payment of $547,500.00 to be repaid in seven (7) annual
installments beginning February 26, 2020 at an interest rate of 3.507%. The following
schedule details the remaining required lease payments:

Year Principal Interest Total

2021 § 73,447.11 $16,877.18 $ 90,324.29
2022 76,023.23 14,301.06 50,324.29
2023 78.689.72 11,634.57 90,324.29
2024 81,449.72 8,874.57 90,324.29
2025 84.306.54 6,017.75 90,324.29
2026 87,263.56 3,060.73 90,324.29

$481,179.88 $60,765.86 $541,945.74

Capital Leases

Schedule of Annual Debt Service for Principal and Interest for the Next Five (3} Years

Year Principal Interest Total

2021 $ 136,299.35 $ 20,940.26 $157,239.61
2022 140,201.65 17,037.96 157,239.61
2023 144,222.28 13,017.33 157,239.61
2024 81,449.72 8.874.57 90,324.29
2025 84,306.54 6,017.75 90,324.29
2026 87,263.56 3,060.73 90,324.29

$ 673,743.10 $ 68,948.60 $ 742,691.70

Reconciliation to Statement of Net Position

Capital Lease Payable $ 673,743.10
Less Current Portion (136,299.35)
Long Term Portion of Capital Leases $_537.443.75
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE7 PENSIONS AND RETIREMENT PLANS
Public Employees’ Retirement System (PERS)
General Information About the Plan
Plan Description - The State of New Jersey, Public Employees’ Retirement System
(PERS) is a cost-sharing multiple-employer defined benefit pension plan administered by
the State of New Jersey, Division of Pensions and Benefits (the Division). For additional

information about PERS, please refer to Division's Comprehensive Annual Financial
Report (CAFR) which can be found at www.state.nj.us/treasury/pensions/annrprts.shtml.

Vesting and Benefit Provisions -The vesting and benefit provisions are set by N.JS.A4.
43:154. PERS provides retirement, death and disability benefits. All benefits vest after ten
years of service, except for medical benefits, which vest after 25 years of service or under
the disability provisions of PERS. The following represents the membership tiers for
PERS:

Tier Definition

1 Members who were enrolled prior to July 1, 2007

2  Members who were eligible to enroll on or after July I, 2007 and prior to
November 2, 2008

3 Members who were eligible to enroll on or afier November 2, 2008 and prior
to May 22, 2010

4 Members w16 -ho were eligible to enroll on or afier May 22, 2010 and prior to June
28,2011

5 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits of 1/55% of final average salary for each year of service credit
is available to tiers 1 and 2 members upon reaching age 60 and to tier 3 members upon
reaching age 62. Service retirement benefits of 1/60% of final average salary for each year
of service credit is available to tier 4 members upon reaching age 62 and tier 5 members
upon reaching age 65. Early retirement benefits are availabie to tiers 1 and 2 members
before reaching age 60, tiers 3 and 4 with 25 or more years of service credit before age 62
and tier 5 with 30 or more years of service credit before age 65. Benefits are reduced by a
fraction of a percent for each month that a member retires prior to the age at which a
member can receive full early retirement benefits in accordance with their respective tier.
Tier 1 members can receive an unreduced benefit from age 55 to age 60 if they have at
least 25 years of service. Deferred retirement is available to members who have at least 10
years of service credit and have not reached the service retirement age for the respective
tier.
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NOTE 7

TOWNSHIP OF HAZLET FIRE DISTRICT NO. i
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

PENSION PLANS (continued)

Public Employees’ Retirement System (PERS) (continued)
General information about the Plan (continued)

Basis of Presentation - The schedules of employer allocations and the schedules of
pension amounts by employer (collectively, the Schedules) present amounts that are
considered elements of the financial statements of the PERS or its participating employers.
Accordingly, they do not purport to be a complete presentation of the financial position or
changes in financial position of the PERS or the participating employers. The
accompanying Schedules were prepared in accordance with U.S. generally accepted
accounting principles. Such preparation requires management of the PERS to make a
number of estimates and assumptions relating to the reported amounts. Due to the inherent
nature of these estimates, actual results could differ from those estimates.

Contributions - The contribution policy for PERS is set by N.J.S.4. 43:154 and requires
contributions by active members and contributing employers. State legislation has
modified the amount that is contributed by the State. The State’s pension contribution is
based on an actuvarially determined amount, which includes the employer portion of the
normal cost and an amortization of the unfunded accrued liability. Funding for
noncontributory group insurance benefits is based on actual claims paid. For the fiscal year
2020, the State’s pension contribution was less than the actuarial determined amount. The
local employers’ contribution amounts are based on an actuarially determined rate, which
includes the normal cost and unfunded accrued liability. Chapter 19, P.L. 2009 provided
an option for local employers of PERS to contribute 50% of the normal and accrued
liability contribution amounts certified for payments due in State fiscal year 2009. Such
employers will be credited with the full payment and any such amounts will not be included
in their unfunded liability. The actuaries will determine the unfunded liability of those
retirement systems, by employer, for the reduced normal and accrued Hability contributions
provided under this law. This unfunded liability will be paid by the employer in level
annual payments over a period of 15 years beginning with the payments due in the fiscal
year ended June 30, 2012 and will be adjusted by the rate of return on the actuarial value
of assets. For the year ended December 31, 2020, the District’s contributions to the PERS
was $8,565.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE 7 PENSION PLANS (continued)

Public Employees’ Retirement Systemn (PERS) (continaed)

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

Net Pension Liability - At December 31, 2020, the District reported a liability of $127,678
as the District’s proportionate share of the PERS net pension liability. The net pension
liability was measured as of June 30, 2020. The total pension liability used to calculate the
net pension liability was determined using update procedures to roll forward the total
pension liability from an actuarial valuation as of July 1, 2019, which was rolled forward
to June 30, 2020. The District’s proportion of the net pension liability was based on the
District’s actual contributions to the plan relative to the total of all participating employers’
contributions for the year ended June 30, 2019. The District’s proportion measured as of
June 30, 2020, was 0.0007829429% which was an increase of .0000089162% from its
proportion measured as of June 30, 2019,

Pension Expense - At December 31, 2020, the District’s proportionate share of the PERS

pension expense, calculated by the plan as of the June 30, 2020 measurement date is
$3,051,
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NOTE 7

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

PENSION PLANS (continged)

Public Employees’ Retirement System (PERS) (continued)
Deferred Outflows and Deferred Inflows of Resources, and Pension Expense - At
December 31, 2020 the State reported deferred outflows of resources and deferred inflows

from resources attributable to the District from the following sources:

Deferred OQutflows Deferred Inflows

of Resources of Resources

Difference between Proportionate

Share and Actual Confribution $ 2,922 5 2,505
Differences between Expected

and Actual Experience 2,325 452
Changes in Assumptions 4,142 53,460
Net Difference between Projected

and Actual Eamings on Pension

Plan Investments 4,364
Changes in Proportion and Differences

between District Contributions and

Proportionate Share of Contributions 25,964 73,193

$ 39,717 $ 129.610

The District will amortize the above sources of deferred outflows and inflows related to
the PERS over the average of the expected remaining service lives of all employees that
are provided with pensions through the pension plan with the exception of net differences
between projected and actual earnings on pension plan investments which will be
amortized over 5 years. The average of the expected remaining service lives of all
employees are 6.44, 5.72, 5.57, 5.48, 5.63, 5.21 and 6.15 for the years 2014, 2015, 2016,
2017, 2018, 2019 and 2020 respectively.
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NOTE 7

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

PENSION PLANS (continued)
Public Employees’ Retirement System (PERS) (continued)

Pension Liabilities, Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to Pensions (continued)

Deferred Outflows and Deferred Inflows of Resources, and Pension Expense
(continned)

Other amounts reported as deferred outflows of resources and deferred inflows of resources
related to pensions that will be recognized in future periods, is as follows.

Year Ending
December 31, PERS
2021 §  (60,540.00)
2022 (31,321.00)
2023 2,678.00
2024 (191.00)
2025 (519.00)

$  (89,893.00)

Actuarial Assumptions - The total pension asset/(liability) as of the measurement date
was determined by using an actuarial valuation as noted in the table below, with update
procedures used to roll forward the total pension liability to the measurement date. The
actuarial valuations used the following actuarial assumptions:

Inflation 2.75%
Salary Increases:
Through 2026 2.00% - 6.00% Based on Years of Service
Thereafter 3.00% - 7.00% Based on Age
Investment Rate of Return 7.00%
Mortality Rate Table Pub-2010 General Below-Median Income

Employee mortality table
Period of Actuarial Experience

Study upon which Acturial
Assumptions were Based July 1,2014 - June 30, 2018
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NOTE 7

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

PENSION PLANS (continued)

Public Employees’ Retirement System (PERS) (continued)

Actuarial Assumptions (continued)

Pre-retirement mortality rates were based on the Pub-2010 General Below-Median Income
Employee mortality table with a 82.2% adjustment for males and 101.4% adjustment for
females, and with future improvement from the base year of 2010 on a generational basis.
Post-retirement mortality rates were based on the Pub-2010 Below-Median Income Health
Retiree mortality table with a 91.4% adjustments for males and 99.7% adjustment for
females, and with future improvement from the base year of 2010 on a generational basis.
Disability rates were based on the Pub-2010 Non-Safety Disabled Retiree mortality table
with a 127.7% adjustment for males and 117.2% adjustment for females, and with future
improvement from the base year of 2010 on Scale MP-2020.

The actuarial assumptions used in the July 1, 2019 valuation were based on the results of
an actuarial experience study for the period July 1, 2014 to June 30, 2018.

Long-term Expected Rate of Return - In accordance with State statute, the long-term
expected rate of return on plan investments (7.00% at June 30, 2020) is determined by the
State Treasurer, after consultation with the Directors of the Division of Investments and
Division of Pensions and Benefits, the board of trustees and the actuaries. The long-term
expected rate of return was determined using a building block method in which best-
estimate ranges of expected future real rates of return (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected
future real rates of return by the target asset allocation percentage and by adding expected
inflation. Best estimates of arithmetic rates of return for each major asset class included in
PERS’s target asset allocation as of June 30, 2020 arc summarized in the following table:
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NOTE 7

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

PENSION PLANS (continued)
Public Employees’ Retirement System (PERS) (continued)

Long-term Expected Rate of Return (continued)

Long-term

Target Expected Real
Asset Class Allocation Rate of Return
Risk Mitigation Strategies 3.00% 3.40%
Cash Equivalents 4.00% 0.50%
U.S. Treasuries 5.00% 1.94%
Investment Grade Credit 8.00% 2.67%
High Yield 2.00% 5.95%
Private Credit 8.00% 7.59%
Real Assets 3.00% 0.73%
Real Estate 8.00% 9.56%
US Equity 27.00% 7.71%
Non-U.8. Developed Markets Equity 13.50% 8.57%
Emerging Markets Equity 5.50% 10.23%
Private Equity 13.00% 11.42%

100.00%

Discount Rate - The discount rate used to measure the total pension liability was
7.00% as of June 30, 2020. This single blended discount rate was based on the long-
term expected rate of return on pension plan investments of 7.00%. The projection
of cash flows used to determine the discount rate assumed that contributions from
plan members will be made at the current member confribution rates and that
contributions from employers will be based on 78% of the actuarially determined
contributions for the State employer and 100% of actuarially determined
contributions for the local employers. 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 all periods. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit
payments through all periods and the municipal bond rate was applied to projected
benefit payments after that date in determining the total pension liability.
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NOTE 7

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

PENSION PLANS (continued)
Public Employees’ Retirement System (PERS) (continued)

Semsitivity of the District’s proportionate share of the Net Pension Liability to
Changes in the Discount Rate - The following presents the District’s proportionate share
of the net pension liability calculated using the discount rate as disclosed above, as well as
what the District’s proportionate share of the net pension liability would be if it were
calculated using a discount rate that is 1-percentage-point lower (6.00%) or 1-percentage-
point higher (8.00%) than the current rate:

1% Cuarrent 1%
Decrease Discount Rate Increase

(6.00%) 7 (1.00%) T (8.00%)

District’s Proportionate Share
of the Net Pension Liability  $ 160,725 $ 127,678 $ 99,636

Required Supplementary Pension Information — In accordance with GASB 68, the
following information is also presented for the PERS Pension Plan. These schedules are
presented to illustrate the requirement to show information for 10 years; however, until a
full 10-year trend is compiled, this presentation will only include information for those
years for which information is available.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE7 PENSION PLANS (continued)

NOTE 8

Public Employees’ Retirement System (PERS) (continued)

The Following information is as abstracted from the State of New Jersey, Division of
Pension and Benefits, Financial Statements and Supplementary Schedules report as of Fune
30, 2020, dated March 31, 2021. This information pertains to the RSI schedules of
changes in net pension liability contained in that report.

Changes in benefit terms:

The Division of Pensions and Benefits adopted a new policy regarding the interest on
member contributions for the purpose of refund of accumulated deductions. Previously,
after termination of employment, but prior to retirement or death, interest was credited on
member accumulated deductions at the valuation interest rate for the entire period.
Effective July 1, 2018, interest is only credited at the valuation interest rate for the first two
years of inactivity prior to retirement or death.

Changes in assumptions:

The discount rate used to determine the total pension liability changed to 7.00% in 2020
from 6.28% in 2019.

LENGTH OF SERVICE AWARD PROGRAM (UNAUDITED)

A. General

The Program is subject to the provisions of the P.L.. 1997, c. 388, as amended by P.L.
2001, c. 272 and its amendments and pursuant to Sections 457 of the Internal Revenue
Code of 1986, as amended, except for provisions added by reason of the Length of
Service Award Program enacted into federal law in 1997.

B. Description of Program

On February 20,2017, the District created the Program which is offered to all qualified
Fire Department members. The Program was created in accordance with Chapter 388
of the Laws of 1997 (N.J.S.A. 40A:14-183, et seq.) and N.J.A.C. 5:30-14.1 et seq., to
reward members of the Hazlet Township Fire District, all of whom are volunteer
members, for their loyal, diligent and devoted services to the residents of the Township
of Hazlet. If an active member meets the year-of-active-service requirements, the
District must provide a benefit between the minimum contribution of $100 and a
maximum contribution of $1,150 per year. While the maximum amount is established
by statute, it is subject to periodic increases that are related to the Consumer Price
Index (N.1.S.A. 40A:14-185(f)). The Division of Local Government Services issues
the permitted maximum annually.
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NOTE 8

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

LENGTH OF SERVICE AWARD PROGRAM (UNAUDITED)

. Description of Program (continued)

Annually by January 31 of the current year, the Fire Departments submit a listing of
qualified volunteers for the previous year, which are approved by the governing body.
After approval, the listing is posted for 30 days at the fire houses for review by
members.

Appeals may be made in writing to the Secretary of the Board of Fire Commissioners
within the 10 days of the posting of the approved listing. The District, upon receiving
an appeal, and prior to conducting its own investigation, may at its discretion, and
within 10 days, refer the matter back to the Fire Departments in an effort to settle the
dispute internally. If the appeal and all written documentation is referred back to the
Fire Departments and it fails to settle or take action on the issue within 30 days, the
District shall then investigate the appeal in accordance with 5:30-14.11(d);
additionally, if the appeal is not referred back to the Fire Departments or within 30
days of receiving the unresolved appeal, the District shall investigate the appeal in
accordance with 5:30-14.11 (d) and submit a non-binding recommendation to the Fire
Departments. The Fire Departments shall either, accept, modify or deny the District’s
recommendations. The final decision by the Fire Departments shall be subject to
appropriate judicial review.

Following the 30-day period for filing an appeal and subject to holding the payment of
any members being appealed, payment shall be made by the District to the Lincoln
Financial Group (“Contractor”) for deposit into the Program account in the deferred
income program.

. Investments

Upon enrollment, the Program participants enter into a Program plan annuity contract
with the local Plan Administrator using enroliment forms provided by the Contractor
which include various investment options.

Lincoln Financial reports the Program pro rata share of the investment income,
consisting of gains and losses on transactions, appreciation or depreciation of the
market value of the account investment and interest and dividends, recorded by the
investment account maintained by Lincoln Financial.

There have been deposits amounting to $36,800 into the LOSAP as of December 31,
2020.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTES8 LENGTH OF SERVICE AWARD PROGRAM (UNAUDITED) (continued)

D.

Terms of Participation

The Plan Administrator shall have the right to require any active volunteer member at
the time of his or her becoming a participant to agree, in writing, to be bound by the
terms, covenants and conditions of the Program and accompanying trust. Each
participant shall furnish to the Plan Administrator all pertinent information required
for the administration of the Program. The Plan Administrator shall rely upon all such
information fumished.

Vesting

The active volunteer member shall not be permitted to receive a distribution of the fund
in his or her Program Account until the completion of a five-year vesting period.

Termination of Service

Any participant who terminates service as an active volunteer member shall cease to
participate hereunder. A former participant may resume participation immediately
upon returning to the service of the emergency service organization as an active
volunteer member. Any active volunteer member who terminates service with the
emergency service organization, subsequently returns to service and again becomes a
participant shall be treated as a new participant for purposes of eligibility unless said
participant was fully vested prior to his or her termination from service.

Related Party Transactions

Certain Program investments are shares of mutual funds managed by Lincoln Financial
Group. Lincoln is the trustee as defined by the Program and, therefore, these
transactions qualify as party-in-interest transactions.

Program Termination

Although it has not expressed the intent to do so, the District has the right under the
Program to discontinue its contributions at any time and terminate the Program subject
to the provisions of ERISA. The trustee also reserves the right to amend, medify,
suspend, or terminate the Program permanently or temporarily, at such time as they
deem appropriate.
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NOTE 8

NOTE 9

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

LENGTH OF SERVICE AWARD PROGRAM AUDITED) (continuned

L

Tax Status

The Internal Revenue Service has determined and informed the District by letter that
the Program is designed in accordance with applicable sections of the Internal Revenue
Code (IRC). Although the Program has been amended since receiving the
determination letter, the Program administrator and the Program’s tax counsel believe
that the Program is designed and is currently being operated in compliance with the
applicable requirements of the IRC and therefore believe that the Program is qualified
and the related trust is tax exempt. Accounting principles generally accepted in the
United States of America require Program management to evaluate tax positions taken
by the Program and recognize a tax liability (or asset) if the Program has taken an
uncertain position that more likely than not would not be sustained upon examination.
The Program administrator has analyzed the tax positions taken or expected to be taken
that would require recognition of a liability (or asset) or disclosure in the financial
statements. The Program is subject to routine audits by taxing jurisdictions; however,
there are currently no audits for any tax periods in progress.

Risks and Uncertainties

The Program invests in various investment securities. Investment securities are
exposed to various risks such as interest rate, market, and credit risks. Due to the level
of risk associated with certain investment securities, it is at least reasonably possible
that changes in the values of investment securities will occur in the near term and that
such changes could materially affect participants’ account balances and the amounts
reported in the Statement of Net Position Availablc for Bencfits.

Contributions

During the year ended December 31, 2020, $36,800 was charged to the General Fund
budget to fund the LOSAP. Participants do not contribute to the plan.

RISK MANAGEMENT

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

Pronerty and Liability Insurance

The District maintains commercial insurance coverage for property, liability and surety

bonds. There were no significant reductions in coverage from the prior year and no
settlements in excess of insurance coverage in 2020, 2019 and 2018.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
NOTES TO FINANCIAL STATEMENTS
For the Year Ended December 31, 2020

NOTE 10 INTERFUND BALANCES

NOTE 11

NOTE 12

The composition of interfund balances as of December 31, 2020 is as follows:

Receivable Fund Payable Fund Amount
Capital Fund Debt Service Fund $ 1.63
Capital Fund General Fund 126,081.89

$126,083.52

All balances resulted from the time lag between the dates that (1) interfund goods and
services are provided or reimbursable expenditures occur, (2) transactions are recorded in
the accounting system, and (3) payments between funds are made.

CONTINGENT LIABILITIES

The District is involved in legal and administrative proceedings and claims of various
types. While any litigation contains an element of uncertainty, District’s management,
based upon the opinion of the District’s attorney, presently believe that the outcome of
each such proceeding or claim which is pending or known to be threatened, or all of them
combined, will not have a material effect on the district’s financial position.

SUBSEQUENT EVENTS

The District has evaluated subsequent events occurring after December 31, 2020 through
the date of September 30, 2021, which is the date the financial statements were available
t0 be issued.
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REQUIRED SUPPLEMENTARY INFORMATION
PART I

BUDGETARY SCHEDULES



Revenues;
Supplemental Fire Services Grant
Uniform Fire Safety Act:
Annual Registration Fees
Penalties and Fines
Other Revenues
Amount to be Raised by Taxation
Sale of Assets
Interest Income
Total Operating Revenues

Expenditures:
Administration:

Salaries and wages
Fringe benefits
Election and Advertising
Office Expenses
Professional Services
Contingent Expenses

Total Administration

COUNTY OF MONMOUTH, NEW JERSEY

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE

GENERAL FUND

BUDGET AND ACTUAL - BUDGETARY BASIS

For the Year Ended December 31, 2020

TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1

Exhibit C-1

Actual
Amousits Variance
Adopted Finat Budgetary Finat
Budget Budget Basis To Actual
3 8,601.00 3 8.601.00 $ 8,601.00 -
93,000.00 93,000.00 103,373.90 10,373.90
12,500.00 12,500.00 37,935.00 25,435.00
17.,500.00 17,500.00 29,4406.00 11,940.00
1,697,048.00 1,697,048.00 1,697,018.07 {29.93
77,250.00 77,250.00 - {77,250.00)
300.00 300.00 257.34 (42.66)
1,906,199.00 1,906,199.00 1,876,625.31 (29,573.69)
58,175.00 58,175.00 26,999.99 31,175.01
12,177.00 12,177.00 8,002.14 4,174.86
3,800.00 3,800.00 3,797.21 2.79
3,600.00 3,600.00 4.091.87 (491.87}
46,000.00 46,000.00 40,273.87 5,726.13
1,000.00 1,000.00 10,459.61 (9,459.61)
124,752.00 124,752.00 93,624.69 31,127.31

See Independent Auditor's Report.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH, NEW JERSEY

REQUIRED SUPPLEMENTARY INFORMATION

BUDGETARY COMPARISON SCHEDULE
GENERAL FUND

BUDGET AND ACTUAL - BUDGETARY BASIS

For the Year Ended December 31, 2020

Cost of Providing Services:
Insurance
Hydrants
Maintenance & Repairs (Including Fuel)
Training
Dispatch Services
USFA Expenses
Aid to Fire Companies
Ambulatory Services
Equipment
Supplemental Fire Services Grant
Contingent Expenses

Total Cost of Providing Services
Operating Appropziations Offsel with Revenuoes:
Salaries and Wages
Fringe Benefits
Other Expenses
Total Operating Appropriations Offset with Revenues
Total Expenditures
Excess of Revenues Over Expenditures
Other Financing Uses
Length of Service Award Program:
LOSAP Contribution
Net Change in Fund Batance

Fund Batance, January 1

Fund Balance, December 31

Exhibit C-1

Actual
Amounis Variance
Adopted Finat Budgetary Final
Budget Budget Rasis To Actual
§  300,000.00 §  300,600.00 $ 136,326.29 $ 163,673.71
496,567.00 496,567.00 466,520.67 30,046.33
267,930.00 267,830.00 208,571.88 59,358.12
31,000.00 31,000.60 4,568.45 26,131.35
30,000.00 30,000.00 17,927.14 12,(72.86
9,100.00 9,100.00 1.689.20 7.410.80
292,900.60 292,500.00 260,787.50 23,112.50
30,000.00 30,000.00 30,000.00 -
130,350.00 £30,350.00 129,125.39 1,224.61
8,600.00 8,600.00 8,601.00 {1.00)
10,000.00 10,000.00 10,000.00
1.606,447.00 1.606,447.00 1,273.417.52 333,029.48
81,537.00 £1,537.00 80,800.89 736.11
8.318.00 8.318.00 8,127.00 191.00
33,145.60 33,145.00 8(,359.25 {47,214.25)
123,000.00 123,000.0 169,287.14 {46,287.14)
1,854,19%.00 1,854,199.00 1,536,329.35 317,869.65
52,000.00 52,000.00 340,295.96 288,295.96
52,000.00 52,000.00 36,800.00 15,200.00
- - 303,495.96 303,495.96
1,116,827.33 1,116,827.33 1,116,827.33 -
$ 1,116,827.33 $ 1,116,827.33 $ 142032329 $ 303,495.96

See Independent Auditor's Report.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1

COUNTY OF MONMOUTH, NEW JERSEY
BUDGET - to - GAAP RECONCILIATION

For the Year Ended December 31, 2020

Note A - Explanation of Differences between Budgetary Inflows and
Outflows and GAAP Revenues and Expenditures

Sources/Inflows of Resources:
Actual amounts (budgetary basis) "total operating revenue”
from the budgetary comparison schedule (C-1)

Total revenues as reported on the statement of revenues,
expenditures and changes in general fund balances - governmental
funds (B-2)

Uses/Outflows of Resources:
Actual amounts (budgetary basis) "total expenditures”

from the budgetary comparison schedule (C-1)

Encumberances that are expenditures on the budgetary basis
but are not included in the governmental fund statements

Prior year encumbrances that are not expenditures on the budgetary basis
but are included in the governmental fund statements

Total expenditures as reported on the Statement of Revenues,
Expenditures and Changes in Fund Balances - Governmental
Funds (B-2)

See Independent Auditor's Report.
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Exhibit C-2

General
Fund

$ 1,876.625.31

$ 1,876,625.31

$ 1,536,329.35

(21,795.81)

1,966.76

$ 1,516,500.30




SCHEDULE OF FINDINGS AND RECOMMENDATIONS



TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH

SCHEDULE OF FINDINGS AND RECOMMENDATIONS
Year Ended December 31, 2020

This section identifies the significant deficiencies, material weaknesses, and instances of noncompliance
related to the financial statements that are required to be reported in accordance with Government Auditing
Standards and with audit requirements as prescribed by the Bureau of Authority Regulation, Division of
Local Government Services, Department of Community Affairs, State of New Jersey.

None.
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TOWNSHIP OF HAZLET FIRE DISTRICT NO. 1
COUNTY OF MONMOUTH

SUMMARY SCHEDULE OF PRIOR YEAR AUDIT FINDINGS
AND RECOMMENDATIONS AS PREPARED BY MANAGEMENT
Year Ended December 31, 2020

This section identifies the status of prior year findings related to the financial statements that are required
to be reported in accordance with Government Auditing Standards.

There were no prior year findings.
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