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Fire District No. 3
TOWNSHIP OF HANOVER, COLINTY OF MORRIS

July 5,2022

'fo the Boalrl of File Commissioners
Hanover Township Fire District #3
'l-ownship ofllanover
IIanover, NJ

Dear Fire Commissioners:

The annual financial report ofthe Township of Hanover Fire District #3 (the "Distlict") for the year ended December
31, 2021 is hereby submitted. Responsibility for both the accuracy ofthe data and conpleteness and faimess ofthe
presentation, including all disclosures, rests with the managenent of the District. To the best of our knowledge and
belief, thc data presented in this r eporl is accurate in all material respects and is repofied in a rnanner designed to
present fairly the financial position and results of operations of the various funds of the Dishrct. All disclosures
necessary to enable the readel to gain an understanding ofthe Distlict's financial activities have been included.

The annual hnancial reporl is presented in five sections: introductory, financial, supplemenlary information,
Ga)eftlment Auditing Stcndcrrtls and comments and recommendations. The introductory section includes this
transmiltal letter, and a list of principal officials. The financial section includes thc financial statemcllls, the
Managelnent Discussion & Analysis, as well as the auditors'repofl thereon. Information related to lhe Goternnent
Aucliting Stanclards section, including the auditor's repod on internal control and cornpliance with applicable laws,
regulations, contracts and grants along with findings and related responses ars included in tlte Governnenl Audiling
Slanrlazls scction of this report.

REPORT]NG ENTITY AND ITS SERVICES:

The Township of llanover F'ire District #3 is an independent reporling entity within the criteria adopted by the
Governmental Accounting Slandards Board ("GASB") in codification seclion 2100. All funds ol the District ale
included in this repon.

The Fire Distrrct #3, l-orvnship of Flanover is a public body corporate and politic of thc State ofNew Jersey govcrnctl
by five mcmbcrs clccted by the registered voters of the District.

The Distlict was created in 1936 pursuant to New Jersey Title 40A:14-70. The District is an instrunentality of the
Towr.rship of Hauover, Statc of New Jersey, established to function as a fire district, to providc for fire and rescue
sel-vices to the'lownship's citizens. The District consists ofclccled officials and is lesponsible forthe fiscal control of
the District. A prcsident is appointed by the District and is responsible fbr tlie administrative control ofthe District.
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INTERNAL AC]COLINTING CONTROI,S

Managenent of the District is responsible for establisling and maintaining an intemal control systcm dcsignctl to
ensure that the assets of the f)istrict are protected from loss, theft or misuse, and to ensut.e that adequate accounting
data is compiled to allow 1br the preparation of hnancial statements in conformity with generally acccpted accounting
principles (GA-AI']). The intetlal control systcrr is designed to provide reasonable, but not absolute, assurance that
these objectives are met. The concept of reasonable assurance recognizes that: (1) the cost ofa control should not
exceed thc bcncfits likcly to be derived; and (2) the valuation of costs and benefits requires estimates and judgments
by managenlent.

As a recipient of state awards, the Djstrict is responsible for ensuring that a adequate intemal control system is in
place to ensure compliance with applicable laws and regulations related to those programs. This intemal control
system is also subject to periodic evaluation by the District's management.

As parl of the District's singlc audit described earlier, tests are made to detennine the adequacy ofthe intemal control
systern, including that portion related to federal and state award programs, as well as to dcternine that the District has
complied with applicable laws and regulations, if applicable.

BUDGETARY C]!)]!TRQ-LS :

In addiLion to internal accounting controls, the District rnaintains budgetary controls. The objective of these
budgetary conlrols is to ensure compliance with legal provisions embodied in the arutual appropnated budgel
approved by the voters ofthe District. Annual appropriated budgets are adopted Ibr the genc|al fund. The hnal
budget amount as ame ded for the liscal year is reflected in the supplementary infbmation section.

ACCOUN'I'ING SYSI'EM AND REPORTS

The DisLrict's acconrling records reflect generally accepted accounting principles (GAAP), as promulgated by the
Governmcntal Accounting Standards Board (GASB). The accounting system of the Distdct is organized on the basis
offuncls. The applicable funds are explained in "Notes to the Financial Statements," Note l

CASFI MANAGT,MEN'I-:

The invcstnlcnt policy o1'the District is guided in large paft by state statute as detailed in "Notes to the Financial
Stalements". Note 3. '-l he l)istrict has adopled a cash managemcnl plan which requires it to deposit public funds in
public deposrtorres protected from loss under lhe provisions of the Govemnental Unir Deposit Protection Act
("GUDPA"). GUDPA was enacted iu 1970 to protect Govenrmental Units lrom a loss of funds on deposit with a

failed banking institution in New Jelsey. The law requires govenmental units to deposit public funds only in public
depositorics located in New Jersey, where the funds are secured in accordancc with the Act.

RISK MANAGIMEN'I':

The Distr.ict carrics various lolms of insurance, including but not limited to gencral liability, excess liability,
autonobile liability and comprehensivc/collision, hazard and theft insur ance on property. contents, and tidelity boncls-
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O'I'HF]R ]NFORMA'I'ION :

Independent Audit - State statutes l'equire an annual audit by independent certified public accountants or registeled
mruicipal accountants. 'l'he accorurting hnn of Nisivoccia LLP was selected by the Dislricl. The auditors'report on
the financial statements is included in the financial section ofthis repofi.

AC]KNOWI,I]DGEMl]NTS

We would like to express our appreciation to the members of the Commissioners of Fire District #3 Township of
Hanover for their- concern in providing fiscal accountability to the citizens of the 'fownslip of Ilanover and theleby
contlibuting their full support to the development and maintenance ofour financial operation. The preparation of this
report could not have been accomplished wrthout the etficient and dedicated services of our financial and accounting
s taff.

Respeotfully submitted,

Mary l,ou I)eSirnone
Chairworlan

Shawn Waldron
Treasurer
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Commissioners:
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Robert E. O'lIare
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Consultants and Advisors:

Chairwoman
Vice Chaiman
Secretary
Treasurer'
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Administrator
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lIifp el t!l!!r-l Audilq.Ls' ReP!!!

To rhe Boald of Fire Couruissioners
Ilanover Township Fire Distr ict #3

Hanover. NJ

Report on the Audit of the Financial Statcmeuts

Quol ifi atl t tttl U n n uliti eI Opi rt i o r rt

We have audited the accompanying financral stalclrents of thc govemtlental activities aud each major' fund of thc

Townslrip of Hanover Fir.e Disirici #3 (the "District"), as of a cl for the year ended Deccmber 31,2021, and the

related notes to the financial statelnellts, which collcctively comprise the Distl'ict's basic llnaucial statements as listecl

in the table of contents.

Qualfietl Opitiotr on Golenurtentul Activities

In our opilion, except lor the efl'ects of the matter clcscr.ibed in the Basis of Qualified and Ururodified Opinion

section of our l-epofi,-the accornpanying financial statelnents refer-r'ed to above prescnt fairly, iu all material tespects,

the respective financial position o1t thc goucrnn.,",rtal activities of lhe Dislrjct, as of December 31,2021, and the

respective changes i1 financial positiol, ther-cof fbr-the year then cnded in accordance with accounting principles

generally accepted in the United States of Amcrica.

Lhtntottified Opinions on Euch Muior Governntenktl Fttntl

I' out opi1iol, the accorrpanying tinancial staterrcnts rcfctrecl to above pleseut lairly, in all rnalerial rcspects. the

rcspective financial position of Jch majol goverru.nenlal fuircl of the District, as of Deceinber 31, 2021, and the

r:espective changes in financial position. thercof for- the ycar theu ended in accordance with accounting principles

gcnerally accepted in the Ullited States olAmcrica.

Blsis.fbr Qualifie sntl Unmodified Opinions

We conducted oul auclit in accot.dance with rLtditi[g standards gencrally accepted in the United States of An.rcrica

(GAAS), audit requirerleuts presclibed by the DivisioD of Local Govcrnmeul Serrices, Deparlment of Corlmunity

Affairs, State and New Jer.scy ald the sianilarcls applicable to financial audits contained in Goperntttent Audiling

Stantluftls, issued by the Comptr-ollcr Gcneral ol the Unitecl States. Our responsibilitics under those stalldarcls are

further clescribecl in the Auditu:'s Responsibilities 1or tlrc Audit ol the Financial Stalements section of out report We

ar.e requirccl to bc inclepcndent of tile Districr ancl to ureel our othcr ethical responsibilities, rn accotdance rvith the

relevairt ethical requirements relatirg to our auclil. Wc believc that the audit evidence we have obtaincd is sulllcicnt

and appropriatc to provicle a basis lbl our-clualjticcl ancl urnodified audit opinions.

Matter Giving Rise lo QuQlificd Opinion on (io1'c!nt uttrtl lcltf iti'\

l'he Disrrict's nct pcllsion liability and thc l'elatc(l clclerred outflows and inflou's ol Iesour-ccs reportecl in thc

governrlcnta) activi;ics litancial stater.nents at Dccerrbcr 31,2021 arc based on the.Iunc 30,2020 Governmeirlal

iccountirrg Starrclatcls Board ("GASll'') Stater.neut No (r8, .,lccoUrrllitg otttl Financiul Rcltc,trting fbr Pcnrion.s, t-cpofis

fo' the Stale ofNcu, Jcr-sey Public Iimployecs' Rc(irelrert System ("I'ERS") atld Police and Fiteuen's Retircnlellt

Systeir (.,PFRS',) f r.om tl.rc Divisi(rn of PcnsioDs ancl Be ef its, l)epartr]lent of the Tr-casury, Stalc of Ncw .Tcrsey (the
.,itut",';. W" u,er-e ulablc ro obtain ihe June J0. 2021 GASB No. 68 r'eporls as they have not been leleascd by the

State ai of rhe clate of this tepolt. 'lhe antollrt by rvLrjch this ourissicttt would altect the llet pcllsion liability aud the

relntcd dcferrccl inflows atrcl outUo,v!s ol tcsouler:s. llel posltlolt aucl expcnses olthe l)istrict itas lrul lleen detct'miued

l'/i,rrrAlif!iorNl
NcVVlof \l
Bridgc$,:ler. N.l

973 29,c.EJ(rli
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.lhe District,s note disclosure on postemployment benelits other tha pensions (oPEts) contains the June 30, 2020

infbr-r]ation and not the Junc 30, 2021 lnformation as the repofi for Govemlental Accounting Standartls Board

(.,GASB") Slater.ent No. 75, Acciunring antl Financirtl Repulittg.for Postenllq)nent llcn.e/ils..Otlter Thttn Pensktns'

1br the state of New Jerscy State Health Benefits L,ocal Goverrunent Retircd Err4lloyees Plan ("SHBP") has not beeir

l-"l.ur"a Uy thc Division oi'Pensions and Benefils, Department of thc 'lreasury, State of New Jersey, as of the date cf
il.,ir."port. I' ou. opi.ion, disclosure ofthis inlormation is required by accounting principles generally accepted in the

llnited Slates of Aurcrica.

Responsibilities of trl[anagenrcnt.for tlrc Finattciul Stote tettts

Manageirent is responsible for the preparation ancl fair presentation of thl3 financial statements in accordauce with

u""or]iting principies gcnerally u"""pt"a in the United States 
_of 

Alnetica, and fol the design, imple .rcntation, and

maintenance of i ternal control relevant to the preparation ancl fair preseutation of financial statemcnts that are free

lrom rTaterial n'Iisstatement, whetller due to fiaud or errot

Iu preparing thc linancial statements, management is requirecl to evaluate whether there are conditions or events'

"onria"r"a 
i"n the aggregate, that raise, substaitial doubt about thc District's ability to continue as a going concem for

twelve months U"yona tn" financial statene t date, including auy curel]tly known inlounation that may raise

substantial doubl shoflly thereaftcr.

Aurlitor's Rasponsibilities for the Atttlit of tlxe Finattciul Statenents

Our objectivcs are to obtain reasonable assurance about whether the financial staten'Ietlts as a u'hole are free front

mater.iai misstatement, whether due to fraud or error, and to issue an auditor's report that includes our opiniotls'

Rcasonable assurance is a high level of assur-ance but is not absolute assurauce and thet cfore is not a guarantee that an

audit conducted in accorclance with GAAS, Government Aucliting snmdartls and audit requirements prescribed by the

Divis:ion will always detect a material rnisstateinent when it exists. TIle risk of l]ot detecting a lrralcrial misstate lcnt

resulting fro;r.r fraud is higher than for one resulting fi orn error, as liaud uray involve collusion' Ibrgery' intentional

or.rissioirs. rrisrepresentations, or the override of inten.ral co trol. Misstatenlents are considered rrralerial if there is a

subslantial likelil.rood that, inctividually or in the aggregate, they woulcl iutlucnce the judgn.rent rlade by a reasonable

usel based on thc financial statenlents.

ln perfonrrilrg au audit iu accorclance with GAAS, Got'erttmenl Auditing Stantlurtls ancl audit requireurents prescribed

lry llre Drvrsion. wc:
exercisc pr.olessional judgment and tnaintail ptofessional skeplicism throughoul the audit

. iclcntily and asscss the risks of rnaterial misstatement of tlre flnancial statelrcnts, whetl]er due to fraud or

erLor, anrl design and perfom audit procedutes responsivc lo those risks such procedutes iuclucle examining'

on a test basis, evitletrce rcgarding the amounts and disclosures in the lrnancial Statcnents.

. obtain an undcrstar.rding ni int"r.iut control relevant to thc auclit in olcler to design audit proccdures lhat ate

appropr.iate in thc ciroLr"n.rstances, but not lbr the purpose of cxpressing an opiniou on the effectiveness of lhe

ni.t.i"t't inteiral coutrol Accorclingly, no such opiuion is expressed

. e'aluate the appropriatenes of u"J*-tirlg policies userl aucl the tcasonableness of sigrlilicant accounting

cstirrates narlc by lranagement, as well as evaluate the overall presentation ofthe financial statements'

. concluile whethcr, in oul-judgment, there are condilions or evenls. consiclercd in the aggregate, lhat raise

substantiitl doubt about the Dis"trict's ability to continue as a going conccm tbr a reasonable lleriod of tiue'

Wc are recluirecl to conmunicate wiLh those chargecl with govcn'larlce legarcling, among othcr n.latters. the planned

scope and ii'ri'g of rhe audit. significant audit finings. andlcrtain iuteirtal cortrol related lrallerls that we identified

clulir.tg lhe auilit.
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Re q u i retl S upple nt e utary htlb nnuti ott

Accounting pt-iuciples generally accepted in the United States of Amer-ica r-equire that the managemetrt's discussion

apcl alalysis and the required supplementary infonnation pension schedules and telated rlotes be presented to

supplcltent the trasic financial statements. Such inibmration is the r-esponsibility of managenlenl atld, ahhough not a

paft ofthc basic llnancial statemelts, ale required by the Govetnmenlal Accounlirtg Standards Board who considers it
io be an cssential parl of financial reporling for placing the basic finalcial statemetits in an appropriate operational,

econornic. or- historical context. We have applied cedai limited procedurcs to the required supplelrentary

informatiol in accordancc with auditing standards generally accepted in the United States of America, which

consisted of ilquiries of rnanagement about the methods of preparing thc infotmation and cotnparing thc infomration

lor consisteucy with managelrent's lesponses to our inquiries, the basic financial statemcnts, and other knowledge we

oblained cluring oul audit of the basic financial statements. We do llot cxpress an opitriott or provide any assurance on

the ir.rformation because the limited procedures do not plovide us with sufficiettt evidence to express an opittiotr or

plovide any assurance.

The Schedulc of District's Proportionate Share of the Net Pcnsion Liability does not contain the District's
propo ionate shat.e ofnet pension liability as ofJune 30,2021 and the Scheclules ofState's Propofiionate Share of the

Net OI>EB Liability and State Contributions do not contain the June 30, 2021 inlormation as the relatecl GASB No. 68

and No. 75 reports have trot been released by the State as of the date of this report. 'I'his required supplernentary

infomtatio is required to be presented to supplement the basic fiuancial statemcnls iu accordanqe with accouuting

principles generally accepted in the United States of America. Such missing infonlation, although not a pafi of the

Lasic filancial statcments, is required by the Governmental Accounling Standards Board who consideis it to be an

esscntial part of flnancial reporting for placing the basis financial statements iu an appropriate operational, ecouomic,

or-histor.ical coutext. Our opinion on the basic financial statements is not alfected by this missing info nalion.

S tr ppl e nen tar'1t h1fo rn atiott

Our audit was conducted fbr the purpose of fonning opinions on the financial statemeilts that collectively comprise

thc District's basic financial staLements. The accornpanying supplcmcntary iulbrnation schedules arc presented for

purposcs of adclitional analysis and are not a required part of the basic financial stateurents. Snch information is the

iesponsibility o1 r'nalagement and was derived from and relates direclly to the under-lying accounting and other

recorcls usecl to prepare the basic financial statements. The infonnation has been subjected to the auditing procedlues

applied trr thc audit of thc basic llnancial statements and cerlain additional procedures, including cotlparing atld

reconcililg such infomation directly to the underlying accounting aud othel records used to prepare the basic

fiqancial statepents or to thc basic linancial statements themselves, and other additional procedures in accordance

with alclitilg standirrcls generally accepted in the Uniled States of Anerica. In out opinion, thc accompanying

supplementary infbtrnation schedulcs are fairly stated, in all rnalerial rcspects, iu relatiou to the basic ltnancial

statements as a wlrole.

0thar InJbrmation

Managemeitt is resltonsible lor the other infomation includecl in the amual repo . f'he other intbrrration comprises

the intl.oductory section but does not include the basic linancial slatements atld olr auditor's report thereon. Our

opinions on the basic hnancial statcments do not cover the other infor-rnation, aud we do not express atl opinion or lny
lirnr oI assur ance thcreor.t.

ln cotr)ectiolt rvith oul auclit of the basic fiuancial slatements. our responsibility is to lead the olhcl inlbmration and

colsicler rvhelhcr a uraterial inconsistcncy exists bctween the othcr intbnnation and the basic fiuaucial stateueuts, or

the other infirr.rlation othcrwise appcars to be malcrially misstatcd. If, based on the work perfirrrlrcd, we conclude that

an uncorrected rratcrial nisslateineut of the other informatiou exists, we are I ecluircd to describe it in our repoft.
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Other lleporting llequired by Goventment Autlitirtg Standards

In accorclancc wtlh Go-vernntent. Altcliting Stanclards, we have also issued our lcpolt datcrl July 5, 2022 on our
consiclcration of the District's inlcrnal control over financial reporting and on our tcsts of its conpliance with ceftain
pr-ovisions o1' laws, r'cgulations, contracts, and grant agleements and olher malters. The purpose of that repod is solely
to describe the scope of our testing of internal control over financial repofiing and cornpliance and the results of that
testilg, and not to provide an opinion on the effectiveness of thr: District's intemal control over financial repofiilg or
on compliarrce. That report is an integral part of an audit performed in accordance wilh Goycnttnent Aucliting
Stctr'ttlurds tn consideling District's intemal control over financial repofiing and compliance.

Mount Arlington, New Jersey
Jnly 5,2022

NISIVOCCIA LLP

Man C. Lee
Registered Municipal AccounranL No. 562
Certifred Public Accountant
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MANAGEMI,N'I DISCUSSION AND ANALYSIS

This sectior.r presents management's analysis of the District's linancial condition and activities lbr thc year. This

information should be read ir.t conjuuctiolt with the financial statetnents.

F'inancial IIi ghlishts

Management bclieves the Distr-ict's financial position to be strong. The District is well within iis striugent financial
policies and guidelincs as set 1bfih by the District urerlbets.

Overview of Annual Financial I{eport

'l'he Management's Discussion and Alalysis (MD&A) seryes as an introduction to, and should be read in conjunction
with tlie audited financial staten'rents and supplementary information. The Management's Discussion and Analysis

represents rnanagement's examination and analysis of the Distnct's financial condition and performance. Summary

hnancial statelnent data, key financial and operational indicators used in the District's strategic plan, budget, and

other rnanagement lools were used lol this analysis.

The hnancial staterncnts repofi i fornation about the District using full accrual accounting as utilized by sirnilar
govenxnent activitics. The financial statements include a statement ofnet position; a statement ofactivities, a balance

sheet and a statement of rcveuue, expendilures and changes in fund balance - governmental funds and notes to the

financial statements.

The statentent of net positiott presents the financial position of the District on a full accrual historical cost basis. 'fhe

staternent of net position presents information on all of the District's assets, deferred iuflows and outflows aud

liabilities, with the dtfference rcpofied as net position. Over time, increases and decreases in net position is one

indicator of whether the linancial position of the District is improving or deteriorating.

While the staternent of net position provides irfonnation about the nature aud amouut of resources and obligations at

year-end, the stsle rcnt of activities presents the results of the District's activities over the course of the year and

infonnation as to how thc net position changed during the year. All changes in net position are repofied as soon as the

undellying eve t givilg lise to the change occurs, regardless of the tirning of the relaled cash flows. This statement

also provides ccrtain infbrmation about the District's recovery of its costs.

'lhe notes to the .fittorttiul stotetnents provide required disclosures and other infotmation that are cssential to a lull
understanding of nraterial data pr-ovided il1 the statements. The otes presenl infomation concerning the f)istrict's
accounting policies, signilicant account balances and activities, matetial risks, obligations, conxnitments.

contingencies and subseciucnt eveuts. if any.

The supplemenlury information sclrcdules provide dclailed courparison ofbudget to actual expenses.
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liinancial Conditions

2021 was another relatively goocl year-lor the Dtstrict and it is in exccllcut shape 10 rneet its luture flnaucial dcmands.

'fhe District,s tolal net position detreased fiom the prior year by !i113,792 or i 1.3E%. -l'his was primarily a result ofa

decrcase in ilvestment ln capital assets due to the recognition oI depr eciation expense. 'lhe analysis belorv lbcuses ou

the District's net position (Table I) and changes in net position (Table 2) during the year.

Table I

Condensed Statemellt of Net Position
lncrease/

(Decreasc)

I'r-om 2020

Percent of
Increase/

Curlent and Olher Assets

Capital Assets, Net
'Ibtai Assets

Dcferred Outflows of Resources

Current Liabilities
Long-Term Liabilities

Total Liabilities

Deferred lnflows of Resoutces

lnvestment in
Capital Assets

Unrestlicted/(Deficit)
Total Net Position

Operating Revenue

Nonoperating Revenue

Total Revcnue

Operating Ilxpenses:

Adrrin. & Geueral ExPeuses

[)epr-ccialion
'lbtal Expenses

Chargc in Net Posiliol

Dec.31,2021

$ 93 3,032

1,892,730
2,825,7 62

132,911

Dcc. 3l 2020

$ 1,083.835
2,044,982

128.817

694.001

$ ( r 50,803)

(Decrease)

-9.69%

5.6toA

-6.73y,

0.00%

J.

(1s2,2s2)
(3 03,05 5 )

3 8,91 0

329,509
1 ,7 53,482

2,082,991

465,3 4 8

767.996

(135,839)
(14,514)l,

589,312

? ?11 ?/d (150,3s3)

589.312

(1,006,360)

$ 886,370

(1,044,820)
(1s2,252)

3 8,460
1 ,892 ,7 30 2 ,044 982

$ r,000,162 $ (l13,792) -1 1.38%

Changes in the District's net position can be detcrmined by reviewing thc following coudensed Statcment of

Activitics for the year.
Table II

Condensed Staterlent of Activities

I)ec. 31 7020

Increase/
(Decrease)
fiorn 2020

Pclcent o1'

lncrease/
(Decrease)Dec. 31 ,2021

s '7 9 5,277 $ t90.222605,055

I ,3 14,986
$

7 8.3 031.3 63 317

113 80 253 539 t3.20%

I (? )5)
2,\35,120 2,066,1 l0 69,010

(9 t,225)

2,309,587 (22,215)

_q____G!9!q j____21:_J:l-

243,471

2,287 ]'1) -0.96Yo

'10.79%s (113,792)
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llesults of Opcr.rtious

Rcvcnrrcs: Oper.ating r-evenues incleased mainly as a lcsult of an increase in IIMS selviccs antl standby rncotle ancl

FEMA lctmbur-sen]ents relatcd to the pandemic. Non-opcrating revenues increased as a |csult of ttn tt.tclease in thc

arrount to bc raiscd by taxation to support the District budgel.

Expenses: Administlative and General Expenses increased $69,010 or 3.30% fron.r 2020 as a result ofar iuctcase in
salaries and wagcs and rrair.ltenance costs. The District maintains its policy of careful speuding to stay wilhin the

budget.

Capital Assets: As of Decerrber 31,2021, the District had $1,892,730 invested in capital asscts, inclnding several

flre trucks, vehiclcs, equiprnent and urachinery, and lumiture and fixtlres. 'l'he arrount represents a dccrease of
5,152,252 frorl thc plior year due to current year depreciation. The following table sru.nuarizes the Dislricl's capital

assets. net of accuurulatcd depreciation and changes thelein, for the year ended Deccmber 31. 2021. l-hese changes

ale presented in detail in Note 5 to the llnancial statements.

Table III
Capital Assets, Net of Accumulatcd Dcpreciation

Increase/

Dec.31,2021 Dec.31 2020 fiorn 2020
(Dccrease)

Pcrceut of
Increase/

(Dcclcase)

Land
l,alld Lnprovelnents
Buildings and lurprovcments

Vehicles ard Fire Trucks

Machilery and Equipment
'l'otal

Less: Accurnulaled Depreciation

Capital Assets. Net of
Accurnulated Depreciatiou

Net Pension LiabiJity

Corrpensated Abseuces Payablc

Dec.31,2021

li 1,661,531

91,951

$ r,7s3,482

Dcc. 3l , 2020

.$ I ,661 ,53 I

106,465

!; | ,7 67 ,996

$ 7 ,500
34,200

t,1'74,359

2,682,315
1 96.513

7,500
34,200

t,114,359
? 711 7RO

196,5 13

$ (40,974)

4,094,887
2,202,151

4,135,861

2,090,879

(40,97 4) -0.99%

5.32%I I I .2?8

$ 1,892,730 $ 2,044,982 $ (152.252) -7A5%

Cash l'low Activity: The cash and cash cqnivalents at year-end 2021 decreased by $220,729 liom the plevious year

due to the liquiclaLion of prior year payables. I'he District maintains a healthy cash balance to rrcct future

cmergeircies and capital rcquirements.

Long-Tcrm Liabilities: At yeal cnd, the District had long{enn liabilities outstanding of $1,753,482 a decrease of
$14,514 iiom last ycar. -I'lis was the result of a decrease in conpcnsated absences payable, as shown in Table IV.
More detailed infornlation about the District's long-tenn habilities is presenled in Note 4 to the liuancial stillcncllts.

Table IV
()utstatl Tcrm [,iabilities

lncleasc/ Percelt of
(Dcclcasc) Increase/

fi orr 2020 (Decrcasc)

$ ( r 4,s l4)

_q____qj-l1i -0 82%

linal Comments: Thr: l)islrict rs novir.rg fbrward with plans to upgrade its lacilities aLrd cquiplrcrt over the next i'ew

ycars.
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@
STA'I'EMENT OF NET POSITION

DECEMBER 31. 202 I

GovemtneDtal

Activities

ASSETS:

Cuncut Asscls;

Cash and Cash Equrvaletrts

Grants Rcceivablc

Total Cutre t Assets

$ 863,106

69,926

931,032

Non CureDt Assets:

Caprtal Assets, Net:

Land

Depreciable I-and hnprovements, Bulldings & Building Improvements,

Vchicles & Fire Tnrcks and Machinery & Equipment

Total Nolrcunent Assets

Total Assets

DEFERITID OUTFI-OWS OF IIESOURCES:

Defened Outflows Related to Pellsions

Contribution Subsequent to Measuremeflt Date - Pensions

Total Dcfened Outllows of l{esources

LIABILI'fIES:
Current Liabilitics:

Accoutlts PaYablc

Conttacts PaYable
'f otal Current l-iabilities

Non'Curcn( L.iabilities:

Compensatcd Abscrtces PaYable

Net Pensiou t-iabilitY

Total Non-Cunent Liabilities

Total Liabilities

DEFERRED INLOWS OF RESOURCES:

Dcfcrle,l lttilows Rclaled tu Perlsiolls

Total Dcfered ltrllorvs of Ilcsoutces

NET-P9-SUIqLL
Invcstmenl in Capital Assels

Unrestt icted/(Deficit)

7,500

1,885,23 0

1 ,892,730

2,825,762

558,774

174,13',7

7 3),91 1

319,465

10,044

-r9,50q

91,951

1.661,531

7 s3 .4821,

589.312

589,312

| ,892,730
(r

Total Nct Positior')

1'LIF ACCOMPANYING NOTES TO

I-'lNANCIAI- STATEMEN'I'S ARE AN INTEGRAL PAIL| OF ]'HIS S]'A'|TMEN'f

$ 886,370



TOWNSHII' OF HANOVER FIRB DISTRICT #3

S'IATEMENT OF' ACTIVITIES
FOR ]'HE YEAR ENDED DECEMBER 3I. 2O2I

Govermrcntal

Activities

Expenses:

Administrative and (icneral Expenses

Depreciation

Total Expenses

$ 2,135,120
I5? ?5)

2,281,372

Revenue:

Interest on Invesllrents

Amou t to bc Raised by Taxation to Suppofi District Budgct

Fire Prevention Bureau Incorne

New Jer sey Unilorm Fire Safety Act
Rental Incorle
EMS Scrvices

Mi scellaneous Revenue

FEMA Firefighter Crant

'706

r,37'7 ,591
49,431

34,739

6,500

514,062

120"613

69,926

Total Revenue

Clhangc in Net Positiur

Net Positiorr - Begimring of Yeal

Net Position - End of Year

2,113,580

(t13,792)

I ,000,1 62

$ 886,370

TllE ACICOMPANYiNG NO'lllS TO FINANCIAL STAl'lrMIlNTS
ARI] AN INTEGRAI, PART OF TIIIS S'fA'I'L,MI]NT
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-rowx!!lr, oF HANOVER FIREDISTRIC.I.#3

EAL NEL.SLiIIT
Gov!RNM!N1,5l, ILrl DS

DleElqIlEI!31.2021

General Fund

840.033

69,926

ASSETS:

Cash ancl Cash llcluivalcuts

Grants Reccivablc

Total Assels

LIABILITIF]S:
Accounts Payablc

Contracts Payablc

Total Liabilities

FT-IND BAI-ANCES;
Comn.ritted

Uuassigned

Total fultd Ilalattces

Total Liabilities arud Iur.td Balatlces

Capital

Projects

Fund

Total
(iovernrleutal

funds

$ 23,073 s 863,106

69,926

$ qoe,qsq $ 23.071 $ ')11.0!l

$ 145,328

10,044

s 145,328

t 0,044

r55,372 I (S t7)

154,587

$ 23,013 73.073

7 54,587

s 909,959 .$ 23,073

'754,s8'7 23,013 177 ,660

1,892.730

Arnounts Reported irl the Statencnt of Activitics at e DifTcrent Bccause:

capital Assets Used ir.r Govelm]]ertal Aclivities at.e rrot F'inancial Resources and therelbre

are l)ol Rcpull(j(l irr the l-urld'

l,ong-'fet-tu Liabilitles, at c not Due and Payable iLr tlle Current Period and

Thcrelbre are not Reported as Liabihlies iir the Funds'

Thc Net Pensiou Liab:iliry fbr PBRS and PFIiS is not l)ue ancl Payable in thc Curent Period and

is not Repo ed in the (ioverur]leutal .fulds

Clerlain arltounts relatcd to the Net Pensiotl Liability ale Delen ed and An]ortized in the

Statemcnt of Activities ztud are not l-eported in the (loverrulental Funds:

Defcr-red Outflows of Rcsout ces Related to Pensious

Delelled In1-lows of Resources I{elatctl to Pctlsious

(91 ,951 )

(1,66r.531)

558.7',14

(589,312)

Net Positron of Govclnrcntal Activitie s $ 886,370

Tlll, ACCOMPANYINCi NO'fES 'fO FINANCIAI- S1'A f IIMENTS

,\ttll AN INTEGI{AL I'.{Rl OF I HIS Sl A'fhMtNT



E NaVllt I owNllllllllRlI)rsl ue
S1'A'1-I]MENI,-OF-RIIVINUE. LXPEN-D|I URI]S AND CFIANGES IN FUND IALANCES

G()VERNMIlNTAL FUI!.DS

YI|AR E\DED DIICEME-ER 31-2!21

Capital

Projects

Fund('icner.al Fund

Total
Govenncntal

llunds

REVENUL:
nmount to be Raised by Taxation to

Support District Budget

Rental Income

Inlerest Earncd on Investments

EMS Services

Local Registration Fees

Fire Alarms aud Standby Fees

Miscellaneous

Unifonn Safety Act
FEMA Firehghter Graut

Total Revenue

EXPENDITURES:

Operating, Maiutenance and Aclrlilistration

Total Expenditures

Net Change in Fund Balances

Fund Baiances, Bcgimring of Year'

Fund Balances, End of Year

1 ,371 ,591

6,500

106

514,062
17 5q l

1 1.845

1 20.61 3

34,731)

69.926

s 1,317 ,597
6,500

706

st4,062
t7 5q)

I 1,845

t20,613

34,739

69,926

2,173,580

$

2,173,580

2,149,634 2.149,634

2,149.634 2 
"149 ,634

23.946

1 -10,641 li 23.073

23,946

753,714

5t 75,1,587 $ 23,073 $ 177,660

,IHF A(](]OMPANYING NOTES I'O FINANCIAI- STAI'EM]]NTS
ARE AN INTEGRAI- PART OI: -]'HIS S'I'ATEMENT
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HANOVER 1'OWNSHIP FIRE DISTRICT #3

RECONCILIATION OF TI-IE STATEMEN'I OF REVENUE. EXPENDITURES AND CHANGES

IN }'UND BALANCES OF GOVERNMENTAL FUNDS TO THE STATEMENT OF ACTIVITIES

YEW

Total Net Change in Fund Balances - Goverumental Funds

Atnounts reported for Governmental Activities in the Statement of Activities are differenl because:

Capital outlays are reported in Governmental Funds as expenditures. However, in the

Statement of Activities the cost of those assets is allocated over their estimated

useful lives as depreciation expense. This is the amount by which depreciation

diffbrs fiom capital outlays in the period.

Depreciation ExPense

In the Statement ofActivities, cefiain operating expenses. e.g., compensated absences are measuted

by the amounts earned during the year. In the govemmental funds, however.

expenditures for these itetns are reported in the amount of financial resources used

(paid). When the earned amount exceeds the paid amount, the difference is

reduction in the reconciliation (-); when the paid amount exceeds the eamed

arnount the difference is an addition to the reconciliation (+).

Charrge in Net Position ofGoverntnental Activities (Exhibit A-2)

TJ..IE ACCOMPANYING NOTES TO FINANCIAL STATEMEN'TS

ARE AN TNTEGRAL PART OF THIS STATEMENT

$ 23.946

(152,2s2)

t 4,514

$ (113.792)
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TAWNSHIP OF HANOVER F

N-O-IES 1'O FINANCIAL STNTEMENTS
YEAR I:JNDI]D DECEMBEL3 I-2!2 1

Notc I : Q1g41!?ation and Sunrrnary of Sisnificant Accounting Policies

A. RepalliltgErltity

Governmcntal Accounting Standards Board ("GASB") Codification Section 2100, "Dcfining the Financial
Reportilg Entity" cstablishes standards to deteimine whether a gove mrental colnponent unit should be

included in the financial repolting entity. Component units are legally separate organizations lor which the

elected officials of the pr-irlary govennnent are financially accountable. In addition, component unils can be

other organizations fbr which the nature and significance of thcir relationship with a primary govermlcnt are

such thal exclusion would cause the repolting entity's financial statenents to be misleading. 'Ihe primary
govermrcnl is financially accountable if it appoints a voting majority of the organization's govemhrg body
and (l) it is able to impose its will on that olganization or (2) there is a potential for the organization to

provide specific financial benefits to, or impose specific financial burdens on, the primary govermlent. A
legally separatc, tax-exempt organization should be repofied as a cornponent unit of a reponing entity if all of
the following criteria are net: (l) 'lhe economic resoulces received or held by the separate organizatiou are

entirely or alrrosr errrirely lor rhe dircct bencllt ol the primary govemnrent. its cornponent Lrnil". or its

constituents. (2) Thc primary goventrnent, or its cornponent units, is entitled to, or has the ability Lo otherwise
access, a majority of the econornic resources received or held by the separate organizalion. (3). The econornic
resources received or hcld by an individual organization that the specific primary govemrncnt, or its
component units, is e titled to, ol has the ability to otherwise access, ale significanr to that prirrary
goveinment. 'lhere were no additronal entities required to be included in the reporling entily under the critcria
as described above, in the current fiscal year. Furthetmore, the District is not includable in any olher
reporling entity on the basis of such crileria.

B. Basis of Prcscntatiot.t-1ld 4qaa!!11rS

The ilnancial statements of the Township of Hanover Fire District #3 (the "District") have been plepared in
conformity with accounting principles generally accepled in the United States of America (GAAP) as applied
to govenrnent units. Thc (;overnmental Accounting Standards Board (GASB) is the acceptcd slandard-

selting body for establishirg govcrnmcntal accounting and financial reporting principles.

1'he Districl-widc financial statements (the StaLement of Net Position and the Statement ol Activities) are

repofied using the cconorl.ric resources mcasulement fbcus and the accrual basis of accounting. Revenue is

recorded when ealncd and expenses are recorded at the time liabilities are incured, regardless of when the

related cash transaction takes placc. Nonexchange transactions, in which the District gives or receives value
without directly receivirg or givirg eclual value in exchange, include property taxes. grants. entitlernents and

donations. On an accruai basis, revenue lrom propefiy taxes is recognized in the fiscal year lor which the
faxes are ]eviecl. Revcnue fiom grants. entitlemenls and donations is recognized in the fiscal ycar-in which all
cligibilrty requilerrents havc bcen satrsfied.

Thc govenxlental funcl firarrcial staleinents are repofied using the cuucnt financial rcsoulces lneasurcntcnt
locus and thc modrfiecl accrual basis of accounting. Under thrs method, revenue is rccognized when

rleasurable and available. l'he District considers all revenue reporled in the governmental fuirds to be

available if thc lcvemre rs collected within sixty days after the end of the year. Iixpenditures are recorded
whcn the r elated fund liability is incured, except for plincipal and interest on general long-term dcbl. claims
and judgments, and cor.npcnsated absences which are recognized as expenditures to the ex1cn1 they have

matulr:d. Capital asset ac(pisitions ale repofied as expenditures in govermlental fuircls. Ploceeds of gcneral

long-temr debt are repor-tctl as othcr financing sources.
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I lVlNSHIP.Ol.' FIANOVER |IRE DISTRICI #3

NQIF.! f9_ F-lN NerAL_ JfATE--!4ENTS

YLAR E.NDID pIlCEMtsllR 31. 202I
(Continued)

Note 1

B,

Orqanizali-on aucl Sunura!-v of Sigrlillcant Accounting Policies (Cont'd)

Basis of Prcs-entation and Aqgo!n[4'r (Cont'd)

Ad valoren] (propefiy) taxes are susceptiblc to accrual. Under Ncw Jersey State Stalute, a municipality is

requirecl to .e,litio iis fire clistlict the entirc balance of taxes in the amount voted upon or certifled' prior to

the eud of the ycar. lhc District reco|cls the crltire approved tax levy as revenue (accntcd) at thc stall of the

year, silce the r-cvenue is both r.neasurable and available. The District is eltitled to receive moncys under the

established payment schetlule atrcl the unpaid amount is considered to be an "accoullts receivable".

The Districl reporls the fbllowing govetltlental luuds:

General Fund: 'fhe (ieireral Funcl is the general operating fuird of the District and is used to account 1b| all

.rp"n,lubl" flnancial tcsources except those requited to be accounted for in another fund.

Capflql !rcjqql! !!!f4 The Capital Pr-ojects Fund is used to account for all financial resources to be used tbr

the acquisition or constrtrction of major capital facilities.

Fund Balance Resttictions. Cotntlitneuts and Assiqnments:

The restrjcted hurcl balance catego|y includes anlou ts that can be spent oliy for lhe specific pulposes

stipulated by constitution, external resource providers, or through enabling legislation. The cotlmitted fund

baiance classification inclucles amounls that can be used only for the specific putposes detetr.nirred for a

formal aclion of the Distlct's highest lcvel o[ clecision-making authorily. Amoutlts in the assigned fund

balance classiflcaLion are iutendcd to bc used by the govemment for specific puryoses but do not mecl lhe

criteria to be classified as restricrcd or conxrilted. Unassigtred fund balance is the residual classificafion f'or

lhe Distr:ict's General Furcl and inclucles all spentlable amounts not coutained in thc olher classifloalious. Iu

other funds, the ulassrgned classifrcations shoulcl be used only to repoft a deficiL balancc resulting frotr.t

overspending for specil-rc pnrposes 1bl which anounts have been restricted, committed or assigncd

The Dislr'ict has not established any tund balarlce restrictions'

The District has thc responsrbility to fonlally conmit resources for specific purposes through a nrotiorl oL 3

resolution passecl by a ir.ra,ioriLy of the Merlbers of the Boarcl of Fire Commissioners al a public mceting of
that goveming body. L'he Board of Fire Cotnnissioners must also utilize a fomral rnotion or a rcsolutiot.t

purr"'.l by o i11oloity of the Men.rbcrs of the Boarcl of File Commissioners at a public mceting of that

gou"rning bocly in order- 10 renove or changc the conxnit rent of resources. The District had 1j23,073 itl

Jorlrnritte-.l l'"rour.". ibr tirture capital oullays in the Capital Prolccls Fund at December 31,2021 .

The assigmrent of LesouLces is generally macle by the District tllough a ntotiou ot a Icsolution passcd by a

rajority ol the Mcr.r.rbers of the Boarcl ol Firc Corrmissioners. These resources are iute[clcd to hc trsed l'ot a

specificpurpos".'lheplocessisnotitsreslrictiveasthecommitmentofresoulcesaudtheIloatdofFire
ion1.r1irii,rn... pay allow an olficial of the l)rstrict to assign rcsources tlrrough policies adopted by tbe Board

ofFire conir.rissioncrs. The Disttict has no assignccl resoulces at December 31, 2021.
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)IEAR,ENDIDl)EellMBER 3L 202 l
(Clontinued)

Note 1: Orsanizatiotr  tlct Su!ll:lary-sI5-letl-!!qrf1 4qqalntile Policies (Cont'd)

B. B4qi! ofPresentalion and Accounting (Cont'd)

Dgfiqtl!st&utron

.lhc District has a dcflcit i,. unrcstricted net position of $1,006.360 which is due to thc net peusion liability

and related tlcl'en ed inflows and outflows ofresources'

The deficit in unrestrlcted net position does not mean the Distdct is facing fi ancial difltculties The dcllcit in

urueslrictecl net posltion is a pemitted practice by generally accepted accourting principles

Significant accounling policies include:

1 Grants:

Recognition of I cvenue tiom grants is based on the accnral basis of accounting

Grantrelatedexpei-tdiluresjncurredinadvanceofreceiptofgrantfundsrcsultirrtlretecortlingof
rcceivablcs alld revenue. Grants not externally restricted and utilized to fitlance oPeriltir)rrs are

iclentifietl as no operating revenuc. Grarts externally lestricted for nonopetatiug puqloses are

recordcd o, .o,.ririuu*a .uiitul un,l icleiitihed as grants-in-aid. The Districl was awarded a local gmnl

in the cui:l cut Ycat '

2. bwPlqlel

Ltventorics, which benefit futule pcriocls, are recorded as au experrdilule during thc year ofpurchasc

3 . CqllLc!!4!e d4blcqqgs:

The District accounts lor compensated absences (e.g., unused vacation. sick leave) as directccl by

GASI]. A liability for .o,1r1,,"u.0t".1 absences atlributable to selvices already tcndeled ar.rd not

cortrngcnt ", 
;';"ifi; 

"r",.''i 
,fr"t is outside the control of the etnployer ancl eurployee is accnted as

euployecs e.trn thc rights to the beLrcfits

UponlefLlinatlon,cmployecsar.epaidlbraccntedvacalion'TheDisttict'spolicyperrlrtsenrployecs
to zlccur.[ulate unusccl sick leavc ancl cany lorward the full anouut to subscqucr.It yealslJpo

retircllcnt, 
"urpr,ry.", 

.norl be paicl by thc District lor the unusecl sick leave in accordauce rvjththe

Distr-ict's agrectrents wilh lhe variotrs etnployee ttuiotls'

I.| ll-rc stLttenlant o/ Nct pr.tsition, the liabilities' wllose irvcratc tnrtutitics irrq grealer tllan onc year'

shorlld be r.cportei'in t$,o coluponeltts - the antount due within one yeal and thc alrount duc jn t.norc

than oue Ycat
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\o,jES,Iq EINANIILAL Sl lEMll{TS
Yll KINDED DEEIMIIEII Il. 202I

(ColtimLcd)

Notc 1: Orgauizalion ancl Sumnar-v of Sisnifica$ Aqsalullllg l']olic1pq (Conl'd)

B. Basis of Pr-esentation aud Accoutlting (Corlt'd)

4. Uneamed Revcnue:

Uneamed revenuc represents caslr r'r4rich has bectt reccivetl but llot yct eal:ned'

8. b,e{tnq!1s

5, Net Position

Net position is thc differ:ence betweeir (a) assets auil clcfel'rccl outflows of resources and (b) liabilities

and del'err.ed inflows of r esources. A cicier.c,l outllow of rcsout-ces is a consun)ption of net position

rry irr" oiu.i", that is applicable to a future refortjng period. A delcned inflow of lesources is ar:r

alqui.ition of net position rry tl.re District tbat is applicable to a future reporting period. The District

haci deferred outllows and inflows oftesourccs lot pensious at Decelnbcr 31,2021

Ner position is displayecl in llu.ee cotttpottetlt:. llcl ill\ (S|'ll)cl'tt irr capitat aSSelS: lestricled and

uffestricted.

TIre ilrvestment in capital aSSetS colnpollent of net positiolr consists of capital asscts, net of

acculrulated dcpreciation, reduccd by tlre outstandirrg balatrces of botr.owings that are attributable to

tlrcacquisition,.constnrctiol,o.ilr-rp,'o.,"nenrofthoseassets'Deferredoutflowsofresourcesand
dclerred inflows ol resources tl.rat aic attributable to thc acquisjtion, construction or improvenent of

those assets or related debt also woultl be incluclcd iu this cotnpouent ofnet position'

Tlrereslricleclconponcntoftrelpositiorlcotrsistsofrcstrictedassetsreducedbyliabilitiesand
delerred inflows of t esources related to those assets

.l.he unr.cstricted coll.rponcnt of nct positiol is the nct auouut of the assets, defened outflows of

resources, liabilities, and deferrecl itlllows of resourccs that ale uot includecl in tlle detemination of

investrrcnt in capital assets or the rcstricted colnpollenl of nct Position'

6. &ereNq R.qqaC!{lorl

District taxes are rcceived t1uaftct.ly. !irc Pt.eYcrttion Br.rr:eau Inspcction antl EMS ser''/ices custonels

arc billed at the time of sclvice a[cl lcvenuc is lecorcled net of any discouttts. assessmenls, or

abatencnts, if aPPlicable.

r. eqlLard eqr! [s!1Yaletr$

Alnour.rts include petty cash, arrounts ol1 ileposit. trncl shotl{ct'tlt irlvestr]lents u'ith original

n.ratur ities of tlrt ee nonlhs or less'

'fhe Distr.ict gcner ally rccolcls investtlletrls at lirir Valr-le aud l-ecot-cls the tLnt ealized gailrs antl losses as

;;;a ;i ir]";J;rr"rrt ,nco,,re. Fair. valre is the 

'ricc 
rhar would be rcceir cd t. sell r' investmertt itr an

iclerly tt-ansacttotl betu'ccu lllarkct paflicipallls al thc llleasurelrerrl date
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NAIES ]'O EINAT'JEBL JTATEMENT$
YEAR IN,DED-ILEIEMBER I 1. 202 1

(Continued)

Note t: Orearization and Sunmarv of Significant AccoLrntins Policies (Cont'd)

B. Basis ofPlcsentatiotl aud Accountine (Cont'd)

8. Investrnents (Cont'd)

Tl-reDisrr.ictcategorizesitsfajrValueneasuren,Ieiswithinlhefairvaluclricratclrycstablished-by
generally ."""po-J ^."."rring 

ptinciples. The hierarchy is based on the valuation inputs used to

n]easulethelairvalueoftlrcasset'Levellinputsarequotedpl'icesinactivemarketslbridcntjcal
assets; Level i ;;.'";" significant other observable inputs; Level 3 inputs are siguificanl

unobset-vable inPuts'

g Use oll!!u!a!c!
.I'he prcparation of financial stalelnents in confonnity with generally accepted accountirlg principles

,"qui,",u'o,1ug"n',.,,tto.ut."estimatesandassumptionsthataffectthelepoftedanrout.ttsofassets
andliabilitiesanddisclosureofcoltitrgentaSsetsandliabilitresatthedateofthefinancialslatements
andllrerepofietlamounlsofrevenucandexpensesduringthereportingperiod'Actualresultscould
differ fiom the estir.nates'

10. Pensions

lior putposes of measuring the net pension 
-liability, 

deferred outflows.of resources and deferred

inflows of ."r;;r;;;-;;ir,"? ro pensions- and pension expense, i.fomation. about the hduciary nct

position o1. rI.,c stur" of Ncw Jciscy Public Employees' Reti|ement System (PERS) and the stale of

Ncw Jerscy policc and Firerrcn,s Retirenent sysiern (PFRS) and additions lo/deductions frotll the

pERS's and piii.i:. r.* p"rition have been detennined on the sarne basis as they are reporled by the

pIRS and pFR,i. F;; irir;urpose, benefit payments (including refunds of employee contributions)

alelecogtrizedwhenclueandpayableinagcordancewiththebenefittems'PelrsicrnPlaninvestl'l]ents
are reported at lair value

Note 2: Pension

TheDistrict.scmployecspatliclpalcitroneoftwocontributorydefinedbenefitpublicerrrployeeletilenlent
systcms: the Public l,mpioyee's Rctirement System (PERS) of New Jersey-or rhe Police and Fircmcn's

Rcriremenr sv.t",r., (r,lnll; u,. thc Dcfined contr-ibution Retirernent Program (DCRP), a tax qualified defined

contributlon t'oney pu"nu'" p"n'ion plan under Internal Revenue Code (IRC) 401(a)'

Asofthedateofthisfepolt,the.Ittrre30,202lGASBNo.68reporlsforPERSaldPFRShavcnotbcen
released bY the Divisiorr'

A. Public Emplovees' Rc!.irqlqent.Sl!!,q" (!ER!l

!-Plari Dssctrplion

.l.he 
State of Ncw -lerscy, pubiic Iimployees' Retircment System (PERS) is a cost-sharing multiplc-empltryer

definecl be.eflt p"n.ion plun o.tn.rinrri"r"d try the state ofNew Je.sey, Division of Pensiolls and Beileltts (the

Division). For adclition'ai i,.ribrr,r^tion aboirt the PERS, please refcr to the Divisjorr's aunual flnatlcial

statemenls which 
"un 

L'" founa at ryr'{4lq'r!'qslqcafllylpllDrarlc&ruu41:rcp-o]1!dl1!rl'
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IPV{NSHIP OF IIANAVEI{ JIRE USTRIET4]
NOTES ]]O FINANCIAL ST

}TAA.EITDED!!q-E.,-MBEB J]J!21
(Continued)

Note 2: Pensiqu (Cont'd)

'lier Delmition

1 Menrbers who wete enrollecl prior to July 1, 2007

2 Menbers who were eligible to enroll on or after July 1,2007 and prior to Noverrlber 2,2008

3 Mel.rbers who were e ligible to erl oll ol or after Novernber 2, 2008 and prior to May 22,2010

4 Members who were eligiblc to entoll on or after May 22,2010 and prior to June 28, 2011

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

Service retirement bencfits of l/55'r' of llnal averagc salary for each year of service credit is available to Tiels

I aud 2 membcrs upon rcacltitrg age 60 and to Tier 3 members upon reaching age 62. Service retirement

benefits of 1/60,r' of final average salary lbr each year of seruice credit is available to Tier 4 membcrs upoll

reaching age 62 and to Tier 5 nembels upon reaching age 65. Early retirement benefits are available to'fiers

I and 2 neinbers before reaching agc 60, to Tiers 3 ald 4 wilh 25 or rnore years of sewice credit belore age

62 aticl Tier 5 with 30 or more years of sewicc credit before age 65. Benefits are reduced by a fraction of a

percelt fb1 each rronth thal a membcr retires prior to the age at which a member can receive f'ull early

ietirement benefits in accorclance with Lheir r:espective tier. Tier 1 members can receive an unrcduced benefit

from age 50 to age 60 if they havc at least 25 years of servjce. Deferred retitemeut is available 1o tnembeLs

who hzwe at lcast 10 years ol scrvice credit and havc not reached the servicc retirement age for thc respective

tier.

A. Public EmplpyppqlBclttqll]elrlsfllgln (!EB!) (Cont'd)

Bcnefits Plo1,!!q!

The vesting ancl bcnelit provisions are set by N.J.S.A. 43:15,A. PERS ptovides retirement, death and disability

benefits. All bencfits vest after ten ycars ofservice. The following represents the membership tiers for-PERS:

qolqbltptu

The contribution policy for PERS is set by N.J.S.A. 43:15,A and requires contributions by activc trembers and

cor]lr-ibutiug members. 'fhe local employers' conlribution amounts are based on an actuarially detemrined

rate which inclufles the nomal cosl and unlunded accrued liability. Chapter 19. P.L. 2009 provided an option

lor local employers of PEI{S to cot.rtribute 50% of the nonnal and accrued liability contlibution amoullts

cerlified 1br paytrelrts due ilr Slate liscal year 2009. Such employers will be credited with the lull payuent

ancl any such amounts will not be incl-rded in their unfundcd liability. The actuaries will dctemrine the

unfunclcd liability of thosc retirerrcnt systcms, by employer, for the leduced nonnal ancl accn.red liability

contributiols pr-ovidecl undcr this law. 'l'his unfunded liability will be paid by the employer in levcl amual

payments over a periocl of l5 years begimrirg with the payrnents due in the fiscal year endcd June 10. 2012

and will be adjustcd by the r-atc ofretum on the actuarial value ofassets.

District contributions to PERS auonlltecL to $29,119 for 2021

'I Jre employee coutribution rate rvas 7.50% cffective July 1. 2018
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ILQTES rO FINANCIA! .S]'AlllMIlNTS
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(Continucd)

lgnsiolr (Cont'cl)

n. -P,ublic Employees' (Cont'd)

I)elsiqll Liabilities, Pension Expense. and Delelre MS Related 1() Pensi

At .lurc 30. 2020, the District reported a liabiiity of !j434,968 1b[ its proportiorratc share of the rlcl pension

liability. 'I'he net pcnsion liability was mcasured as of June 30. 2020. and the totzrl pcnsiot liability used to

calculate thc net peusion liability was detennincd by an actuatial valuatiou as ofJuly I. 20]9 which was rolled

lorwarcl to Junc 30, 2020. f'he District's propor-tion ofthe nct pension liability rvas basecl on a projectior.r ofthe
Districr's long-tenn share of contributions to the pension plan rr:lative to thc projected contributions of all

participating merlbeLs, actuarially detennined. At June *10,2020, the District's propotlion was 0.00267%,

which was a declcase of 0.00005% fi'om its proporlion measured as of Juue 30,2019. For the yeat ended

I)ecerrrbcr. 31,2021, tlle District recognizcd actual pcnsion expense of$29,179. A1 Jr:ne 30,2020, the Districl

repoficd defer:etl outflows of resources and deferred inllows of resources rclatcd to pensions fron the

lollowiug soutces:
Arnortization Deftlred Def'elr ed

Deferral Peliod Outflor.vs of Inflows of
Year in Years llcsoutces Rcsources

$ r4,ll1
$ (41,173)

(40,3 94)

(32,07e)

(68.479)

r4.llr (182,125)

86?

(6.492)
'7 .892

]]4.62.1

Changes ir Assullptiolls

Cihangcs in Proportion

I)istrict CoDlribution Subsequer]t to thc

Nct l)ifTelcncc Between Projected and

Aclual lnvestment Eatnings on Pension

Ij laD Investments

Difl'elcnce Betwccn Expected arld Actual

Irlxpcr iencc

2016

2011

2018

2019

2020

5.57

5.4 8

5.63

5.21

5. 16

2016

2017

2018

z0t9
2020

5.5',7

5.4 8

5.63

5.21

5. l6

201'7

2018

201 I
2020

5.0{,)

s.00

s.00

-5.00

t 4-1..18 2

(s.323)

(4.9i6)

I,t95

(8,881)
( r s.373)

2 i.9-l2
l4-Ca'8

428

t .224
20 t6

20t1
20 t8

2019

2020

5.5'7

5.48

5. (r3

5.21

5.r6

2.452

.i.li I 6

19:f)

(l,si8)

( r.s38)

j i.44 7

.$ 2 r3.728

Mcaslrren'tel'tt Date 2021 1.00

-Il::'o16)
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TOWNS]IIP OF HANOVEI{ FIRE DISTRICT #3

N O'f I s TO-EINANCIAL JTATEMEM$
YI]AR ENDED DECEMBER 31. 2O2I

(Continr.red)

Note 2: Pension (Cont'd)

A. Public llmplppe-s-Itqltrqls.Lltsyqtep]SEB!) (Cont'd)

Pension l,iabilities. Pelsion Expense, an! Defened Ou
(Cont'd)

Amounts repotlecl as deferred outflows of resources and deferred inflows of resources (excluding employcr

specific anrounts including changes in proportion and tlie District contribution subsequent to the

measurement date) related to pensions will be recognized in pension expense as follows:

Fiscal Y car

Entling June 30- Total

2021

2022

2023

2024

2025

(s4,s81)

(49,76]l)

(28,431)

( 11,499)

(2,486)

$

$ (146,764)

Asluqr:q L4ilulpliplr
The total pension liability for the Junc 30. 2020 measurement date was determined by an actuarial valuatiou

as ol July l. 2019 which was rolled lorward to June 30, 2020. This actuarial valuation used the following
actuarial assunlptions:

Inflation Rate:
Pricc 2.75%
Wage 3.25Yo

Salary Iucrcascs:
Thlough 2026 2.00 - 6.00% based on years ofservice
Thcrealier 3.00 - 7.00% based on years ofservice

Investnent Rate of Return 1 .00%

Pre-rctirement lnofiality ralcs were bascd on the Pub-2010 General Below-Mediau lncome Employee

Monality Table with an 82.2o/o acljustnent lor rales and 101.4% adjustmcnt for f'emales, and with fulure

improvemcl.tt liom thc base year of 2010 ou a generatioual basis, Post-retirement mortality rates were based

on the Pub-2010 Genclal Below-Mcdian hrcome llealthy Retiree mofiality table with a 91.4o% adjustrnent

lor males and a 99.'lo/o ad3ustment tirr- lcmales, and wrth future improvenent ft otn the base year of 2010 on a

gcncralional basis. I)isability retirernent lates used to value disabled retitr:es were basecl on the Pub-2010

Norr-Safety Disabled Retiree n.tortality tablc with a l?7 lYo adjushr.rent for males and ll7 .ZYo adjustrncnt for

fenales, a1d with htture improvcrltent fi-om the base year of 2010 oti a generatioual basis. Morrality
improvcment is basccl on Scalc MP-2020.

'l'be actualial assunptions usecl in the July l, 2019 valuatjon were based on thc results of an actuarial

expedencc study for the periotl .Tuly I, 2014 to June 30,2018.
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Note 2:

.I'OWN.SruB'OII IIANOVER FIRE DISTRICT #3

NaTEs rQ FIN NeI L JTATIMINTS
YEAR ENIIED,!!qEx4BER Jl'2021

(Cor.rtrnued)

Pcnsion (Cont'd)

A. Public Emplqvees' Retir-en.rent System (PIIRS) (Cont'd)

Lonq Tenn -E49gl9d&!9 ql.Bg1!!!l.

In accot.dance u,ith State statutc, tlte long-term expccted rate of letum on pension plan investlnents (7 00% at

June 30, 2020) is tlctenr.rined by the State Treasuier, afiel consultation with the Directors of the Division of

Investnrcnt and Division of Peusions ancl Bencfits, the Board of Trustees and the actuaries The long{etrn

expected rate of retum was cletennined using a building block method in which best-estimate ranges of

expected future real Iates of leturn (expectecl retunts, net of pension plan investlnent expense aud inflation)

are developed for each major asset class. These ranges are combined to produce the long-tem expected rate

of rerum by weiglrting the expected future leal rates of retum by tlle target asset allocation percentage and by

adding expecteJ inflition. Best estimates of aritlmetic real rates of return for each major assef class

incluaia;n ppRS' target asset allocatio as ofJune 30, 2020 are summarized in the following table:

Target

Allocation

2'7 .000

13.50%

5.50%

13.00%

3.00%

8.00,yo

2.00%

8.00%

8.00%

4.00%

5.00%

3.00%

Long-Term

Expected Real

Rate of RetutnAsset Clhss

U.S. Equity

Non-U.S. Developed Ma*et Equity

Emelging Malkets EcluitY

Pnvate lquity
Real Asse ts

l{ealEstate
High Yield

Private Crcdit

Investmcnt (irade Crcclit

Cash Equivalents

U.S. Treasuries

Risk Manage mcnt Strategies

7.11%

8.57%

10.23%

11.42%

9.73%

9.56%

5.95%

1.59%

2.67%

0.50%

1.94Yo

3.40%

I)iscount RqIq

The discoutrt rate uscd to rreasure the total pcllsion liability was 7 00% as of June 30, 2020 The projection

of cash llows used to cleter-mine the discount rate assumecl that contributions liom plan membels will be

madc at thc current mcmber contribution rates and that contributions lrom cmploycrs and the noneurployer

contributing eutiry will be basccl ultc,n 78olo ofthc actuarially determined conttibutions for the State employer-

and 100% If actuarially deternrinetl contributions for the local cn.tploycrs. Based on those assunptions, the

plan,s fiduciary nct po;itron was projccted to be available to make all projected future bencltt payments of

cUrrent p1au ni.n,b"i.. Ihcretbrc. the lorlg-tcrm expected rate of retum ou plan iuvestments was applied kl

all projected benefit paymcnts to detenrrne the total pension liabilily
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TOWNSIIIB,C]T,' HANOVI]R FIRE DI
No'r'lrs rQ ElNANeLlAl=ir IE_ME}qS

YIIAR ENDI]D DE_CEMBER !,2P2\
(Continued)

Note 2: Pension (Cont'd)

A. Public Employees' Retiremcnt System (PERS) (Cont'd)

Sensitivity of the District's PropQt!!:.nate Sharc of the N

The following pr-cseilts the District's propofiiouate share of the collective net pension liability as of June 30.

2020 calculated using the discount ratc as disclosed below, as well as what the Distdct's propofiionate share

of the net pension liability would be if it were calculated using a discount rate that is 1-percentage-point

lower or 1-percentagc-point higher than thc curent rate:

June 30,2020

District's proporlionate share of thc Net Pelsion Liabilrty

At 106 At Current At 106

Decrease Discor.rnt Rate Increase

(6.000o) (7.009o) 
- 

(8 (]oao)

$ 546,339 $ 434,968 $ 338,611s

Pension pkttEldlcj,aryliqlloq q

Detailed inlonrration about the peusion plan's fiduciary nct position is available in the separately issued

PERS financial statements.

B. Police and -F-irerncu's Retircr.neut Svstcu (PITRS)

Plan Descripltel-

The State ol New Jerscl, Policc a1d firerneir's Retircment System (PFRS), is a cost-sharitlg mr:ltiple-

erlployer deflned beueflt pcnsion plan adlninistcred by the State of New Jersey, Division ol Pensions and

Benehts lthe Division). For aclditional infbrnation about the PFRS, please refer to the Divisiorr's annual

financial starenents which cau be lbund at $.{ww.statc.ni.us/treasury/pg!qi!qq!!!!aL!9pQ!-!qqlll!!{

Benefits Providcd

The vesting aud bcnelit provisions are set by N.i.S.A. 43:16,4. The PFRS provides retirenent as well as

death and disability benefits. ,\ll benefits vcst alier ten years ofservice, except disability benefits which vest

afier 4 years ofservice. The lbllowirlg reprcscnts the rlctnberslrip tiers for PFRS:

'lier D elinirion

Membcrs wlto rvct-c e n-ollccl plior to May 22, 2010

Members wl.ro u,ere cligrble to ctuoll onot afterMay22,20l0andpriortoJune28,201l
Members wl'to lvet c cligible to cnroll on or after June 28, 20l l

I

2

3
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I !V/llslL[! i]F HANOVER FIRI] DISTRICT #3

NOIES TO E]NANEIAT.IIATEMENTS
}IEARINPJJD DLTIIMEER J 1JO2I

(Contrnued)

Note 2: Pension (Cont'd)

B. Police and Fireureu's Retirenenl System,(PITRS) (Cont'd)

Benefits Provided (Cont'd)

Service retirement bencltts ar-c available at age 55 and are generally detemrincd to be 2% of flnal

compensation for each year of cr-editable servicc. as defined, up to 30 yeals plus l% for each year of service

in excess of 30 years. Members nay seek special retirernent after achieviug 25 years of creditable service. itr

which benefits would equal 65% (tiers 1 and 2 meinbers) and 60% (tier 3 rnembers) of final compensation

plus 1% for. each year oi creditable service over 25 years but not to exceed 30 years. Members may elect

ieferred r.etirernelt bcnefits after achieving ten years of service, in which case benefits would begitl at age 55

equal Lo zo/u of final compensation lot each year of selvice

Contributions

The contl.ibution policy for PFRS is set by N.J.S.A. 43:l6A and requires contributions by active menbers

and contt ibuting membcrs.

The Local employers' contribution arnounts are based on an actuarially determined rate which includes the

nonnal cost and unfunded accnred liability. Chaptel' 19, P.L. 2009 provided an option for local employers of
pFRS to contribute 50olo of the normal ancl accrued liability contribution amounts cerlified for paynents due

in State fiscal year 2009. Such ernployers will be credited with the full payment and any such atnounts will
not be includci ir.r their unfunded liability. The actualies will detemrine the unfunded liability by ernployet,

for the reduced lonnal and accruecl hability contributions provided under this law. This unfunded liability

will be paid by the employer in levcl aruual anounts over a period of l5 years beginning with the paymellts

due in tile fiscal year encled Junc 30. 201 2 ancl will be adjusted by the rate of retum on the actuarial value of

the assets.

Speq13uu!1ditrgir!]-alrall

Uuder N.J.S.A. 43:l6A-15, local participating einployers are respo sible for their own conlributions based

on actuarially detelnined a lount;, cxcept ."hcre legislation was passed rvhich legally obligated the Statc if
cedain circurnstances occurrecl. 1'he legislation which legally obligates the State is as follows: Chapter 8,

p.L.2000, cthaprer-318, P.L.2001. chaprcr 86, P.L.2001, chapter 511, P.L. 1991, Chapter 109, PL. \919,

chaptct 241, p.t-. tss: ancl chaptcr 201, P.L. 2001. The amounls contributcd on behalf ol'the local

participating employers unclel this lcgrsiation are considered to be a special funding situation as defined by

<;ASg Stut"nt"trt No. 68 and the Statc is treated as a nonemployer contributi g cntity. Since the local

paticipatrr1g employers tlo not contribuic under lhis legislation directly to thr; plan (except lor employer

specil'red fiianced amounts). therc rs no nct pension liability or defened outllows or inflows to Iepofl in the

linalcial staterrclts ofthe local parlicipating cmployels related to this legislation. I{owever, the notes to lhe

financial staterrents of the local partrcipating ernployers must disclose tlle poltion of the nonenployei

contributing eltities' total proportionate sharc of the collectivc uet pension liabiliLy that is associated witl.t

tlrc loea I prlticipltting errtploycr'.



24

I owNstIIP Ol llANovLl< ll3!-!lSi Rle'Llf
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v r.-tn ENIEI I LECEI4B-ERI]'2. 42-r
(Contrnued)

Note 2: Pension (Cont'd)

B. Policc and Firemen's Retiretr.rent Svstcm (PFRS) (Cont'd)

Spesi4lEqtr4llrcSll!4!! (cont'd)

DistrictcontriburionstoPFRSamountcdto$106.048forllreyearenrled'Decenrbcr3l,702l.Duringtl.re
fiscal year 

",ra"o 
.r.,rrJ jo,-i020, t1.," stor" of N"* r"r."y 

"ontributed 
$14,648 to the PFRS for uotmal

pension benefits o.,.' rr"rruli li1rr"'niur,",, *ni"n i, t"r" thun the contractually required cotrtribution of

$21,573.

The employee contributions lbr PFRS are l0 00To of etnployees' annual cornpensation' as defined'

Pension Liabilities' Pension }lxuense atrd Deferred Outflows and Illflows ofResources

AtJune30,2020,theDistr.ict'sliabilityforitsploportionateshareofthenetpensionlrabllitywas
g1,226,563.rrt" 

""t 
p"tt'l* iiutlii'f *u' -*"""a.i'oi 

june 30' 2020' and the total pension liability used

tocalculatethenetpcl,lsionliabilitywasdetenlinedbyunu...,u'iulvaluationasofJulyl,20l9whic]rwas
rolled fonvanl to June 30, 2020. 'Ihe District's proJortion of the net pension liability was based on a

projectio or trr" ootr,"ti'r""gi"*, ,r*r" "i """arii"ii"", 
io th" p"n.ion plan relative to the projected

contributions "f " 
p;;"1;";;;;;;, actu_arially determined. At June 30, 2020, the District's proponton

was .009570, *hi"h *;;;"d;;;;:"'" or ooozy" from iis propodion measured as ofJune 30' 2019

Additiorrally.thestatc.spropoltiu]ateshal'eof''llrenetpensionliabilltyattributabletotheDistr-ictis
$190,357aso[Ju e30,2b20.'fhenetpensionfi.tjfiiy*rrmeasuredasofJune30'2020'andthetotal
pension liabrriLy *"a'i'i "]i"rr","'i"rr"'t "i 

p"t*i"" 
';,ii 

v ;* detet'uiued by an actuarial valuatiotr as of

July 1, 2019 *hi"h ;;;i;;-ir.-o.a ,u jr"" :o' zoio. th" s,ut"'. propodionate shrre of the net pensiol)

liability associateo *ifr 
-,f* 

l)istrict was tro."a on-l p.l"l i"n of it.t" l^itt'i"tt long-temr share of

contributiOns t(, llre pensi n plan lelalire ro rlr. proj..t.i contributions ol ell 
.panicipating 

tnetnhers'

acluarially delerlnrnei At June J0' 2u:0' Ihe St"'tlt'i'oponlon. v/35 QQg5o'u' which was a decrcasc t'f

.00027o from ,,, pr"p"ni", :lrr."*,.d'u, of jun" :0, zot q wtricn is the same proporlion as the District's

District's Propofiionate Share of the Nct Pension Liability $ 1'226'563

State's Propofliolate Shate of the Nct Pension Liability Associated

with the Fire Distnct

Total Net Pension LiabilitY

190,357

$ 1,4 16.920
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Note 2: Pension (Cont'd)

B. Police and Firemcn's RetirenrcU Syq!ern ](PF-R!) (Cont'd)

Pcnsion Liabilities. Pcnsiol Expglrqc- 3!!1 Delet'cd Outflows a (Cont'd)

For the year elclcd December 31,2021,, thc District recogtized total pension expense of$106,048 A1 June

30,2026. the District r-epofied deferred outflows of resources and deferted inflows of resources relatetl to

petrsions liom the lollowirtg soulces:

Amortizatiolt

Deferal Peliod

Year in Years

Deferred
Outflows of

Resoutces

s 3,087

$ (83,137)
(81 ,659)

(\02,342)
(61,696)

3,087 (328,834)

(13,61l)
136,7 s'7

154,364

29l,l2t
(le,642)
( 17,05 s)
10,579

98,037

71,9t9

(20,710)
(22,6-\9)

(s7,040)

(rse)
? ,q]
3,251

(4,243)
5 R?'

1) 166 t4.40)\
--___________:_: --------------- 

-

Deferred

Inflows of
Resoutces

Changes in Assumptions

Changes in Proportion

Net Difference Betwcen Projected and

Actual Jnvestlnent Earuings on Pettston

Plan ll]veshrents

Difference Betw een Expected and Actual

Experiencc

District Contribution Subsequent to the
1.00 140.690

$ 5lq,lxl $ ( 190.2 76)

2016
2017

2018

2019
2020

s.5 8

5.5 9

5.73

5.92
5.90

2016
20t7
201 Il

20t9
2020

20t7
2018

20t9
2020

s.5 8

5.s9
5.13

5.92

5.90

s.00
5.00

5.00

5.00

2016

2Q11

2018

20t9
2020

5.s8

5.5 9

5.',l 3

5.92
5.90

Measul elrellt Date 2021
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Note 2: Pension (Cont'd)

B. Police ald Firet.nen's Rctirement SvqtED LP}SS) (Cont'd)

Pelsion Liabilities and Pension Exp!-D!g (Cont'd)

Arnounts reported as def'errcd outflows of resources and cleferecl inflows of tesources (excluding ellployer

specific amounts ir.rcluding changes in propofiion and the District contribution subsequent to the

measurement date) relarecl to pensions will be recognized iu pcusion expe se as follows:

Fiscal Y ear

Elding Jrure 30. Total

_q___!4s&q

Actuarial Assumpjigq

The total pension liability fot thc JuIc 30, 2020 mcasurentent date was detetmined by an actuarial valualion

as of July 1 , 2019 which was r-olled lor-warcl to June 30,2020. This actuarial valuation used the following

actuarial assumptions:

2021

2022

2023

2024

2025

Inflation Rate
Price
Wage

Salary Increases:
Througlt all fulurc Years

Invest rcnt Rate of Return

$ (114,731)

(71,433)

(31,s24)

(11,908)

(r0,262)

2.7 5%
3.25v"

325% - 15.zs%based on years of service

7 .00%

Pre-retircrrent moflality ra[es wele based ou the RP-2010 Saf'ety Enployee Mortality Table with a 105 60/"

u,ljrr,-"r], for nales ur.ra t OZ.S"Z adjustrnetrt 1or f'emales, ancl with futurc improventent lrom the base year of

20"10 on a gencrational basis. Post-rerirement rnorlality rates were based orr the Pub-2010 Saf'ety Retiree

Below-Mecl]an Income Weighted Retil'ee rl]oflahty table with a 96,7% adjustment for males and a 96 0%

adlustment for f'emales, and-with 1u1ure itlpt-ovctnent from th(3 base year of2010 on a generational basis

For. bencficialics (contingcnt annuitarlts). thc Pub-2010 General Retirec Below-Median I come Weighled

monality tablc was useJ, unatljLrsted, anil rvith future improvement lrom the base year of 2010 on a

g.ncrational basis. Disability rut". *"." basctl on thc I'ub-2010 Salety Disabled Retirec n.rortality table with

7 fZ.Oy" adjustrre t tbr tnales ancl 109.3% acljustment fol females, and with futurc imptovement from thc

base year ofi01 0 on a generational basis. Monahty i'rprovement is based on Scale MP-2020.

The actuarial assun.rptions uscd itr the July l, 2019 valuation wete based on the results of an actuarial

cxpericnce study lor the period July 1 , 20 i 3 to Junc 30, 2018
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(Continued)

Pension (Cont'd)

B. Police and Filemen's Retircnterlt Svstcnl,-(!F.R!) (Cont'd)

Long Tenn Expected Rate of Return

In accordancc with State statute, the long{enn expcc(ed rate of return ou pension plan investnents (7.00% at

June 30, 2020) is detennined by the State 'freasulcr', alter consultation with the Directors of the Division of
lnvestments alcl Division of Pcnsious and Benelits, thc Board of Trustees and the actuaries. The long-term

expected rate of retum was dctenniued using a building block method in which best-estimate ranges of
expected future r-cal rates of relum (expccted returns, net of pension plan investment expense and inflation)

are developed lbr each major assct class. Thcse ranges ar-e combined to produce the lolg-tenn expected rate

ofreturn by weiglrting the expected futut e r-cal rates of tetunl by the target asset allocation percentage and by

adding expected iuflation. Best cstimates o1' alithmetic real |ates of return for each l]rajot' asset class

included in PI'RS' targct asset allocation as ofJune 30,7020 are summarized in the following table:

Asset Class

U. S. Equity

Non-U. S. Devclopecl Markct Eqr.uty

Emer:grng Markets Equity

Privatc Equity

Rcal Assets

Iteal Estate

Fligh Yie ld

Private Cledit
lnveshrent Grade Credrt

Cash Equiva lents

U.S.'freasurics
Itisk Malngement Strate grcs

Target

Allocation

21.00%

13.50%

5.50%

13.00%

3.00%

8.00%

2.00%

8.00%

8.00%

4.00%

5.00%

3.00o/o

Long-'lerrn
Expected Real

Rate of Retum

1.11%

8.57%

10.23%

11.42%

9.73o/o

9.56Yo

5.95%

1.s9%

2.61%

0.50%

1.94%

3.400/.

Discount Rate PIRS

Tl.re discoult rate usecl to measLrre thc tolai 1rersion liabrlity was 7 .00Yo as of June 30. 2020. The projection

of cash flows uscd to detemrine the discormt rate assuntcd that conlributions iiom plan membcrs will bc

made at the currcl]l menber contdbutior rales and thal contributions lrotn employers and the onel.nployer

contributing entity rvrll be l.riiscd upon 78% of tbe actualially detemrincd contributions for Lhe State elnployel

and 100% of actualially detemincd contributions for the local en]ployers. Based on those assumptiorls. the

plan's litiuciary llet position was projected to bc available to rlake all projected future benefit paymeilts of
currelt plal nrcrlbers. Thcrefore. thc long-tenr cxpectecl rate of retum ou plan investments was applicd to

all projected bcneflt payn'Ieltts to dctermine thc totai pension liability
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(Continucd)

Note 2: Pensiol (Cont'd)

B. Police and Firemen's l{etirement Svsterr (PFRSI (Cont'd)

Sensilivitv of the'l'otal Nct Pension Liability (inchidinq the State's proportionate share o

liabilitv attributable to the Dis llqes in thc D.iscount Rate

The following prcsents the total net pension liability (including the State's propofiionate share of the net

pension liability attributable to the Distrjct) as of June 30, 2020 calculated using the discount mte as

disclosed above, as well as what thc net pension liability would be if it were calculated using a discount rate

that is 1-percentage-point lower or I -perceutagc-point h:igher than the curent rate:

Junc 10.2020

At 106 At Cunent At lYo

De crea se Discourt Rate Increase

(6.00%) (1 00%) (8,00%)

District's proportionate share of tlte NPL and

the State's propoftionate share of the Net Pension

Lr,ability assocnted with the Fre Distr-ict $ 1,884,211 $ 1A16,920 S 1,028,798

Pension Plan Fiduciary Net Position - PFRS

Detailed in{bnnalion about thc PFRS's fiduciary ret position is available in lhe separately issued PFRS

financial statetrrerlts.

C. Defir'rcd Contrjbution Retireurent Plosram (DQIiI)

Prudential Financial jointly administcrs the DCRP investmer)ts with the NJ Division of Pensiotls and

Benehts. If an employee is ineligrble to cnroll in the PERS or PFRS, the eurployee may be eligible to errroll

iu the DCRP. DCRP provides cligrble merlbcrs with a tax-shellered, clefined contribution retirement bcnefit,

along with lif'e ilsurance and disability covcrage. Vesting is imn-rediate upon enrollment for members of the

DCRP.

Thc State of New Jersey, Depafitrent of the Tr-easury. Division of Pensions and Beuehts, issues publicly

available finalcial rcporls that include thc financial statemcnts and requircd supplementary infomation of
the DCRP. 'I'he financial repofis lnay be obtaincd by wliting to the State of New Jersey, Departme t of the

Trcasury, Division ofPensions and Bencfits, 1'O Box 295.'Irenton, New Jersey, 08625-0295

Er.nployers arc required to contribute at an actuar-ially cletemrined tate. Employee conlributions are based ou

percentages of 5.50% fbr DCIRP of enrployces' annual compensatiou, as defined. The DCRP was

esrablislred July l, 2007, unclcl rhe provisions of chaplcr 92, 1,.L. 2001 and Chapter 103, P.L. 2007 and

cxpande{ under the pr-ovisions of Chapter 89. P.L. 2008. Ilnrployee conlibutions for DCRP are tlatched by

a 3o% eurployer contribulion.

For DCRP, lhe I)istlict recognized peirsiorr expcnsc of 53,547 fbr the yeat endcd December 31. 2021.

Errployec contributions to DCRI amoultted to $4.8 I 7 for the year cnded l)ecenrber 3l .2021 .
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Cash an-eleasl-r.Equi!41eut! q4{LlYqstmetlts

Cash and cash equivaleuts irlclutlcs petly cash, change funcls, amounts in clcposits, arl'l sholt-telr.Il

investrrcnts with original lnaturities of threc mortths or less,

Thc District classifies ccrtificatcs of cleposit and securities which havc otiginal t.natulity dates of tnotc thatr

th-ec months but less thaLr twelve mo ths fron] the date of purchase, as investments.

GASB rcquir-cs the disclosule of the levcl of custodial risk assumed by the Distlict in its cash, cash

equivalclts and investments, if thosc items are ulinsured ot unregistered. Clustoclial risk is the risk that iu

th,: event of bank f'a ih-rre, the governmetlt's deposits may not be retulned'

Intcrest Rate Risk In accor-clance with its cash n'ranagernent plan, the Disttict ensules that any deposit or

iuvestmetrts natules within tlie tin.re period that approximates the plospective nced for the funds, deposited

or invested. so that there is not a Iisk to the mar-ket value ofsuch deposits or invcshnents.

Ctr:eclit Risk 'l'he District limits the itrvestlrents to those authorized in its cash management plan wl]ich are

pennitted urder state statutes as dctailecl on the following page.

Custoclial Crcdlt Risk Tl.rc District's policy with respcct to custodial credit risk requires that thc I)istrict

ensurcs that Distr-ict lunds are only deposired in financial institutiotls jn which NJ fire districts arc pemritted

to irrvest their lttttds.

lgposits:

New Jerscy statutes rcquire that lire distr:ii:ts deposit public funds in public deposilories located in New

Jersey u,l.rich are insut-eJ by the Federal L)eposil lnsur-ance Colporation or by any other agcucy ol the lJ''rted

States that rnsur.es deposirs madc in public depositolics. Fire districts are also pennittcd to dcposit publjc

funcls in the State of New Jcrsey Cash Managemcrll Fu d'

Ncw Jerscy statutes require public clepositor ics to nraintain collateral for deposits of public f'uncls tlrat cxceetl

depository ilrsurance limits as lollows:

'l'he rlarket value of the collateral rrust cqual at least 5ulo of thc averagc daily balance of colicclccl

public funds ou dePosit

hr additior.r to the abovc collateral rcquirelncnt, if the public funds deposited excecd 7501, of the

capital 1lpds of the clepositoty. the clepository nust provide collatetal having a tlatliet value at least

cc|.ral 1(] 100'% of thc amount excccdirlg 75o%

All collalcral rrust be dellositcd rvilh the Fccleral Reser.,'e Batrk of Ncw York, the Fcderal Rcserve Rank o1'

PhilacLelphia, thc Feclcr.af Homc l.oaD Ilank of Ncw York, or a trankit]g illsti1r-ltiorl that is a n]elrbcr of thc

Feclcral Rcservc Systcrr atrcl has capital funcls of not less than 525,000,000'
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Note 3: Cash ancl Cash EqqiJalqIs a4l!ryqqt-uq!!! (Cont'd)

Investn'Ients:

NewJerscyStatutespcmittheDistricttoputchaSethcfollowirrgtypesofsecurities:

(1) Bonds or-othel obligations ofthc Unitecl States of Amelica or obligations guaranteed by thc

United States of Anerica;

(2) Govenrment moncy rnarket mutual fuuds;

(3) Any obligation tl.rat a fecleral agcncy oI a f'erleral instlumentality has issued in accordance with

an act of"congress, which secunty has a maturity date not gleater than 397 days from the date

of purchase, provided that such obligation bears a fixed rate of interest not dependent on any

index ol olher external fhclor;

(4) Bonds or other obligations of the local unit or bonds or other obligations of school districts of

which thc local ulit is a pafl or u'ithin which thc school district is located;

(5) Bonds or o|her obligarions, havitrg a llaturity dale not more lhan 397 days from the date of

purchase, issued by New Jersey school dislricts, municipalities, counties, and entities subject to

ihe "Local Authorities Fiscal Control Law" P.L. 1983, c. 313 (C.40A:54-l et seq.) Other bonds

or obligations having a ntaturity datc not lrofe than 397 days from the date of purcltase nray be

upp.o,r""d by the Division of Local Govemrlent Services in the Deparlment of community

Affairs lor inveshncnt by local units;

(6) l,ocal govemnlent ir)vestlnent pools;

(1) Deposits with the statc ofNew Jelscy Cash Management F'und established pulsuant lo section

l, olP.L. 1977" c.281 (C 52:18A-90.4); ot

(8) Agreements lor the repurchase of fully coilatcrahzed securities if:

(a) the underlying sccuritics are pentrittcd investnents pursuant to paragraphs (l) and (3) of

thrs subsection a. or arc bouds or inher obligatious, hav.ing a matulity date tlol more lhan

397 clays frorn the 4ate of prrchase, issued by New Jersey school districts, municipalities,

counties and cntiries subjcct to the "Local Aulhorities F'iscal control Law", P.L1983

c.313 (C.40A:5.A-1 ct seq );

(b) the ctlstody of coliateral is tt'ansl'erred to a third parly;

(c) the llaturity ofthc agtect.tlent is llot more than 30 days;

(d) the ur.rderlying secultres a|e purchasecl tluougha public depository as detlned in section

I of P.L. 1970, c.236 (Cl l7:9-41): and

(e) a ]Iaster lcputclrasc agleel']]eDl 1;roviding tbr tlre custody and sccurity of collatera] is

cxecutcd.
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Note 3: Cash and Clashlqql4lE1lls- and hly951qrcr16 (Clolt'd)

As of Dccer.nber 31,2021, cash and cash equivalents ofthc Distt'ict consisted ofthe fol)owirtg:

Funrl

Cash ald
Cash I iquivalenLs Total

Checking & Savings Accouuts

Net Pension I-iabtlrtY
PERS

PFRS

Cornpeirsated Absence PaYable

s 434.968

1 ,226.563
l0(r.465

$ R63,106 $ 863,106

'flre car-rying amoult of thc Distr-ict's cirsh ancl cash equivalertts a1 Decerlber 31,202.1 was $863,106 and

the bank balance was $854,769. The District had no rnvestments as of Deceinbet' 3l ' 2021

Note 4: Lors- lenrr Liabilities:

During the year cnded Decer.nber 31, 2021, thc lollowing changes occuned in liabilities lepodcd in the

Districlwide flnancial statements:

Balartcc

l2t3t t2020 Accrucd Retirements

Balancc
t213112021

$ 434,968

t,226,563
91,951

$ 1,7s3.482

$1 514

$ I .7b7.qqr' S -0- S 14,5 14

A. Net Pcns jon Liabil{Y

The public Erlployces' Rctirencnt System (PIIRS) ancl Police atld Fit-emen's I(etircment Systerns'

(PFRS) net peniio liability of thc gover-nnelltal tund types is recorc]ed in the cunent and long-tet-ut

iiuultiti", a'd will be liquralated by the (ieneral Furrd. lhe cunent pofiion of the PtsRS net lrcllsiolr

liability at Decenber 3 l . 202 1 is s-0- atrd the lollg-tenll Pofiion rs $434,968 The cutrent pot.tion of the

PFRS net pension liability at l)cccmbcr'31, 2021 is $-0- aLrd the loug-term poftion is s1,226.563 Sce

Note 2 tbr' lunher iuloruratiou on the PERS anc] PFITS

B. C!4p-ea!3l9!\!4ettces

'Iire liability lor cor.npelsatecl absenccs of thc govcrru'llelltal 1unc1 types is recor-ded in the current atld

long-terrl liabilitics and wrll bc licluiclatecl by thc Gener-al l:nncl. 'lhe entire amount of compersated

ubrl,].", payable at Decenber 3I, ,021 of 59I,95I is a )ollg tc|n liability. Thete is no culrerrt Porli()rl

of the payabic.
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C.aprtalAssb

Capilal Assets are lecolded at cost and consisted ofthe following, as ofDccembei 3l, 2021

Balance Adjustmcnts/
1213112020 Increases (Decleascs)

Capital Assets not bcing Depreciatccl:

Land
Total Capital Assets l'lot beirg Dcpleciated

Capital Assets beirg Dcpleciated:
Land Itlprovemelts
Building and Buildiug Iurprovements

Vehicles and File Trucks
Machinery and Equiprncnt

Total Capital Assets being Dcpreciated

l'otal Capital Assets

I-ess Accurnulated Dcpreciation for:
Land Improvetrrells
Building and 13uilding lmproven.rents

Vehiclcs and File Tlucks
Machinery ancl Iiquipnent

Ba lancc
1213112021

$ 7,500
7,5 00

34,200
1 ,17 4,3 59
) 'J)1 )R9

196,51 3

xi 7.s00
7.5 00

34,200
1.174,359

$ (40,974) 2.682,315
196.5 r3

Capital Assets, Net of Acculnulated
Deplccia tion

Building & Building bnprovcrlenls
Land Inrpr-ovcments

Fire Trucks
Vehiclcs
Iicluipr.nent/Macl.lnety

4,128,361 (40,974) 4,08 7,3 87

4,135,861 (40,974) 4,094,881

14,653 $ 1,376 16,029

431,683 29,006 ,166,689

1,553,926 10-1,075 40,974 1,616,027

84,617 18,795 103,412

2,090.879 152,252 40.914 2,202,151

40 Years

40 Years

20 Years

I 0 Ycar-s

Var-ious

$ 2,044,982 $ (152,252) $ -0- $ 1,892,730

Property aLtl cquiptnent alc recorded itt cost. Depreciation is provided on the straigirtJine urethod ovcr the

cstimated uschrl lives of thc respective assels. Mairtenancc at.td repairs are chargcd to exllense as iucunecL;

major reuervais and bettet-rnents ale capitalizecl. Capital assets werc reviewed Ibr inrpainrrcnt.

Ma'1or classes of pt-operly, plant ancl equipment a d their estilnated useful lives at-c sutlmarized below:

llstirrated
Uscful J-ife
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Risk Managemeut

The District is exposecl to various risks of loss related torts, theli of, damage to and destruclio of assets,

enors, and omissions, injuries to employees, and natural disaster-s

The District secures all insurance coverage throngh private insnrance carriers using a bloker as their

representative. The lollowing coverages wcrc in place in 2021:

1. Property Danagc Other Than Motor Vehicles

2. Motor Vehicle
3. Genelal Lirbilitl
4. Inland Marine
5. Public Officials LiabilitY
6. Umbrella PolicY
7. Workers' ( otnPettsaliott

Note 7: Accounts Pavable

Accounts payable as ofDecernber 31, 2021 was as lbllows:

Note 6

Notc 8

Govenrmental

Funds

Genelal Fund

District Contribution

Subsequcnt to the

Measrllerrent Date

Total

Governmental

Activities

Vendors

State of New Jersey

li 145,328

It 4.131

145J28

114.137

$

_$____l1ll2!_ 17 4,131 319.465$

Continqensies

The District is per-iodically invoivecl in various lawsuits, claims. and grievances arising in the normal course

of business, inclucling claims for personal inlury, pcr sonnel praclices and property damage ln the opirion of
the General Counsel to the Distnct, payrlent of clainrs by the Distticr, 1br amounts not covered by itrsurance.

in the aggregate, are not expected to havc a matcrial advcrse efl'ect on the District's fitlancial position.

Notc 9: Economic Dcpendency

The District receives a substantial amounl of its supporl hotn its local district taxes. A significant reduction

in the levcl of sq)por1. if this were to occrn-, r'r'rtry have a signiflcant eflect on the Districl's programs and

acl ivities.
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YEAR INDE.DpL.CTiMBER 3 t. 2021
(Conttnued)

Nole l0: Posterrlplovment Benefits Othcr Than Peusiong-(OI']I:lIl )

State Health Benefit Local Governmeilt Retired E-mployees Plan

General Infotmation about the OPIIB Plan

Plan De scripltQ4

The State Health Bencht Local Government Rctiled Ernployees Plan (the Plan) is a cost sharing lnultiple
ernployer defined beneht other postemployment benellt (OPEB) plan with a special funding sihration. It
covers employees of local governmenl employcrs that have adopted a resolution to participate in the Plan.

For additional inlbrmation about the Plan. please rcfer to the State of New Jersey (the State), Division of
Pensions an{ Benefits' (the Division) annual financial statements, which can be found at

https :4wrvw=SjelgJd]]q/Iq4f q54!q1qiq6/annua I-r'epq ts.-s!!1q!.

Benehts Provided

The Plan provirles medical and prescription drug coverage to retirees and their dependents of the

parlicipating employers. Under the provisions of Chapter 88. P.L. 1974 and Chapter 48, P.L, 1999, local

govemment employers electing to provide poslretir.enrent medical coverage to their employees must file a

resolution with the Division. Under Chapter 88, local en.rploycrs elect to provide benefit coverage based on

the eligibility rules and regulations promulgatcd by the State Ilcalth Belefits Commission. Chapter 48

allows local employers to establish their own agc and service eligibility for employet paid health benefits

coverage fbr retired employees. Under Clhapter- 48, the enrployer rnay assume the cost of postretirement

meclical coverage for employees and their dependclts rvho: 1) retired on a disability pension; or 2) retired

with 25 or more years of service credit in a State or locally administered retirement system and a period of
sewice of up to 25 years with the ernploycr at the tirre of retirelnent as eslablished by the ernployer; or 3)

retir.cd and reached the age of 65 with 25 or lrore years of service ct edit in a State or locally administered

retirement systern and a period of ser.rice of up 1o 25 years with the ernployer at the time of rctiremelt as

establishcd by the er.nployer; or 4) retired aml rcached age 62 with at least 15 years of service with the

employer. Furlher. the law providcs that the employer paid obligations for retiree coverage may be

detennined by nieans of a collective ncgotiatiotls agrccrrent

In accordance with Chapter 330. P.L. 1997. wlrrch is codillcd in N.J.S.A. 52:14-17.32t, the StaLe provides

rnedical and prescription coverage to local police olllcers ald firelighters, who letire with 25 years of
selvice or on a disability lrom an enployei who tlocs not provide postretireineut medical coverage. Local

employers were required to file a resolution with thc Division in ordel for theit'employecs to qualily for

Statelaicl retiree health bencfits coveragc under Clhaptcr 330. The State also provides flrnding fbr retiree

health benefits to survivors of local police ofliccr s and firefiglrtcrs who die in the liuc of duty under Chapter

211,P.L. 1989.

As of the datc of this report, the .Tunc 30. 2021 GASB No. 75 r'eporl has uot beett t eleased by the Division of
Pcnsions and Beneflts, Dcpafiment of Trcasury, Slatc of New Jersey.
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(Continued)

Note 10: Posternployment Benefits Other Than Pensions (OBEB) (Cout'd)

Stale Health Benefit Local Government Retirecl lirlpbyggllb! (Collt'd)

Contributions

pursuant to Chapter. 78, P.1,. 2011, futurc retirecs eligrblc for postlclirement rncdical coverage who have

less than 20 yeais of creditable seivice on June 28, 201 1 will be required to pay a percentage ofthe cost of
their health care coverage in retiremenr provided they retire with 25 or lnole years ofpension seruice ct edit

The percentage of the premium for which the retirec rvill be responsible will be detennined based on the

retiree's aruual r etiretnent beuefit and level ofcovcrage

Suecial Fundins Situation

Under.Chapter 330, p.L. 1991, the Stare shall pay the prcnium or periodic charges tbr the qualified local

police and firefighter retirees and dependents equal to 80 perceut of the premiurn or periodic charge for the

category of coverage elected by the qualified letiree under the State managed care plan or a health

11ain-t"run"e organiiation participating in the prograln ploviding thc lowest pretnium or periodic charge.

The State also provides funding for retiree health benefils to sulivors of local police officers and

firefighters who die in the line of duty under Chaptcr 271, P.L 1989.

Therefore, these en.rployers are considered to be in a special fuirding situation as defined by GASB

Statement No. 75 and the State is treated as a nonemployer contributing entity. Since the local padicipating

enployers do not contribute under this legislation dircctly to the plarr, thcre is no net OPEB liability,

deferrid outflows of resourccs, or deleired inflows of resources to repofi in the financial statements of the

local participating ernployers related to this lcgislation. Howevcr, the notes to the llnancial statements of
the local pafiicip;ting employers must rlisclose the porlion of the nonemployer contributing entities' total

proportioirate share of the collective net OPEB liabrlity that is associated with the local participating

employer.

Allocation Methodolosv

GASB Statement No. 75 requires parlicipating cmploycrs in the Plan to recognize tlleir plopoftionate share

of the collective net OPEB Iiability. collective defcn-ecl outflows of resources, collective deferred inflows of

rcsources. and collective OPEB (benefit)/cxpense. The special funding situation's and nonspecial lunding

situation's net OPEB liability, clefencd outllows o1 rcsources, dclened inflows of resources, and OPEB

(benefit)/expcnse are based on separately ctrlculated total OPEB liabilities. 'I'he nonspecial fuirding

situation's net OlrllB liability, defenecl outflows of resources, defctred iuflows of resources, and OPEB

(bcnefit)/cxpense are further allocated to employers based on thc latio ol thc pJan members of an individual

employe. t; the total members of the Plan's nonspccial fulcling situation duriug the measuremet:lt period

luty l, zotq tlrough June 30,2020. Enploycr and noDcnrployel allocation pefcentages were rounded for

preseirtation purp*"q therelore, amoLrnts prcscnted in the scheclulc of OPEB amounts by employer aud

nolcn.rploycr may lcsult in in.uraterial tliller ences
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(Clontinuec'l)

Note I 0 : PostemBlqy!]g!]lBglgft!]QftElTlq4- I'ensions (OPEli) (Cont' d)

State Health Benefit l,ocal Govemment Reti.red EmD-loyees Plan (Cont'd)

OPEB Experlse

The 1et OPEB liability as of Junc 30. 2021 rvas not avaiiable as of the datc of this repofi, The net OPEB

liability as of June 30, 2020 was detcnnined by an actuarial valuatiou as of June 30, 2019, which was r-olled

forward to June 30, 2020.

At June 30, 2020, the State's propofiionate sharc of the net OPEB liability attributable to the District at June

30, 2020 was $1,349,025. At June 30, 2020, the Statc's prollofiorl related to the District was .0246970/,.

This is the percentage of the total State share ofthe net OPEB iiability of the PIan.

During the year enrlecl June 30, 2020, the State of New Jcrsey's OPEB cxpense related to the District was

$67,155.

Actuarial AssunrpliQIlq44dlQlltqt_llpu!!

The actuarial assumptions vary for each plan rnember clepending on the pension plan the member is

enrolled in. This actr-rarial valuation used the lollowing actuarial assumptions, applied to all periods in the

nreasurement.

Inflation Rate 2.5001n

Salary Increasesx:
Public En'rployees' Retireurent SysLen (l'liRS)
Initial fiscal year applied

Rate through 2026 2.00"/o - 6.00'L
Rate thereafter 3.00% to 7.00%

Policc and Firemen's Retire rent Systeu (PFRSl

Rate for all future years 3.2501" to 15.25%

* Salary increases at e based on years of service wrthirt the t espcctive plan.

Mofiaiity:

PERS Pub-2010 Gencral classification hcitdcount weiglrted mortality with fully
gencrational mortality ilnprovel)tent projcctions from the central year usiug Scale

MP-2020

Pub-2010 Salety classification hcadcoultt u,eigirtcd rnortality with lully generational

morlality improvement projections lltm the central year using Scale MP-2020
PFRS
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\O-I-E-S_ TO FINANCIAI- ST'ATIIMI]NTS
Y_=EAR ENpED l)l-lclrMBrR 3l . 2021

(Contlnued)

Note 10: Posternployment Benefits Othcr Than Pensions (OPEII) (Cont'd)

State Health Benefit l,oca (Cont'd)

Actuarial Assumpllielqql,lQlhqllltput!! (Cont' d)

Actuarial assumptions used in the June 30, 2019 valuation were based on the results ofthe PFRS and PERS

experience studies prepaled for July 1, 2013 to June 30, 2018 and July 1,2014 - June 30, 2018,
respectively.

100o% of active rnembers are considered to pafiicipate iu the Plan upon retirement.

Health Care Trend Assumptions

For pre-Medicare medical benefits, the trend rate is initially is 5.6% and decreases lo a 4.5yo long tenn
trend rate after seven years. For post 65 meclical bencfits. the actual fully-insured Medicare Advantage
trend rate for fiscal year202l tbtongh 2022 are rellected.'l'he rates used for 2023 and 2024 are 21.83Vo and
18.53%, respectively trcnding Io 4.5o/o lor all futule years. For prescription drug benefits, the initial trend
rale ts7.jV:o and decreases to a 4.5Vo long telm rate aftel seven years.

Discount Rate

The discount rate for June 30, 2020 was 2.21''/o. The discount rale for June 30,2019 was 3.50%. This
represents the niunicipal bond rate as chosen by thc Statc. The source is the Bond Buyer Go 20-Bond
Municipal Bond Index. which includes tax-exenpt gcnclal obligation municipal bonds with an average

rati g of AA"/Aa or higher. As the long-term lalc of rcturn is lcss lhan the municipal bond rate, it is not
considered in the calculation ofthe discount rate, rather the discount rate is set at the municipal bond late.
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HANOVER TOWNSHIP FIRE DISTRICT #3

REOUIRED SUPPLENf ENTARY INFOR\,{ATION SCHEDULES

SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSIO\ LIAB]LITY

PUBLIC EMPLOYEES RETIREN4 ENT SYSTEM

LAST SEVEN YEARS

June

D srricr s nroporlioD ol thc not pensron liability

DlstricL s proporlionitc sharc ol thc nct pcnsion liabllrty

Drstrict's covcrcd crrrployce payrol I

Dish rct s pft)portionatc sharo of thc nct ponsion Iiabilit]'

ls a pcrccntagc of rts oovcrcd omployce payroll

P lxn fi(lulrary not nosilion as a porccntagc of thc htal
pcnsion Jiabrlrty

2019

0.0027162385%

s 489,425

s 193.020

0 0026673076%

S 41rt,963

s 17?.335

245.280/a

58.12%

2016 2018 2020 20)l

0.00 t1 412649%

s 391 ,5 53

s 8,li4

0.00r 7869490%

s I r7.8s6

0.0016767178%

s 390,313

$ 119,588

0.00r 75 r 6239%

s 344,886

s 128,816

0.002667301(rli, *

S .134,963 *

s 20,+.94N

.t.t I 34%

4',7.93%

449.060/,

40 t4%

326.38%

48. r0%

267 .61%

5i.60%

253.560/.

56.1',7"/,,

212.23%

;8 t:,r, *



HANOVER TOWNSHIP FIRE DISTRICT #3

REOI-IRED SU PPLEM E\TARY INFORMATION SCHEDULES

SCHEDULE OF DISTRICT CONTRIBUTIONS

PUBLIC EMPLOYEES RETIREMENT SYSTEM

LAST SEVEN YEARS

i9

,0-

Contlactually required conh ibution

Contr-ibutions in relation to the contractually tcquired contribution

Conh ibution dctlciency,'(cxcess)

Dishrct's covered employec payroll

Conh-ibutions as a pcrccntage of covered employee payroll

Year Ending June 30,

2015 2016 201'1 2018 2019 2020 2021

s i2,584 s 14,996 $ 15,875 $ 15,533 S 17,423 S 26,421 S 19,179

(12,584) (14,996) (1s,87s) (15,s33) (t'7,423) (26,421) (29.t1e\

$ -0- $ -0- $ -0-

123,01,2

t2.91%

-0- s -0- s -0- s

119,842

10.s0%

116,t64 $

t2.91%

183.083 $

14 434/.

120. 192

).4.23.'/o

i 63,8s0 $

9.48%

175,518 $

9.93%

Notoi This schcduledoes no!contain tcn ycars of infor-mation as GASB No 68 \Las rmplemented during theyearending December 3 1 , 2015.
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HANOVER TOWNSHIP FIRE D]STRICT #3

REOUIRED SUPPLEIVlENTARY INFORMATION SCHEDULES

SCHEDULE OF DISTRICT'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY

POLICE AND FIREMEN'S RETIREMENT SYSTEM

LAST SEVEN YEARS

Distr ict s pioporiron of !hc nct pcnsion liabiiiiy

DLstrict's prcporLronatc sharc ot lhc nel pljnsion liability

Distnct's covorcd c Dloycc pavrolI

Drstrict's l)roportronaic sharo ol thc nct pcnsion liabilily
as il pcrccntagc of ils covcrcd cmPloyee payroll

Pll)r) llduclary ncr positron as a pcrcclttagc oftho total

pcrrsron liability

0 0046520436%

$ 888,659

s 250,248

0.0096639913%

$ I,182,662

s 327,5.+0

0.00ss863878%

s 930,497

$ 268,524

346.52%

56.31%

0.0078061649%

$ 1,205,121

s 333,261

36r.61%

58.60%

0 0094925498%

$ r,226,563

$ 35 1,448

349.00%

63.520/"

0.0094925,198% +

s 1.226.56t *

$ 48 r.40r

254.19%

61 521i *

3i5. r l%

5 2.01 %

0.0098621451%

$ 1,334,5r I

s 351,490

319.6'7%

62.48%,

361.0'7%

6s.00%
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HA)!OVER TOWNSHIP FIRE DISTRICT #3

REQUIRED SL]PPLEN,IENTARY INFORMATION SCHEDULES

SCI IEDULE OF DISTRICT CONTRIBUTIONS

POLICE AND FIREMEN'S RETIREMENT SYSTEM

LAST SEVEN YEARS

Year Endins June 30.

2016

$-0-$

1s.2tv.

20t9 2020

23.50%

20t7 2018

$ -0- $ -0-

29.44%

202t

Contractually required contribution

Contributions in relation to the contractually required contribution

Contribution defi ciency/(excess)

District's covered employee payroil

Contributions as a percentag€ of covered employee payoll

$ 42.09',1 $ 45.409 $ 37,930 S 69,086 $ 96,417 $ 97,617 $ 106,048

tA2.Ogjt {45.40q) {37.9j0) 1o9,0861 (gb.4l7) (07.b17) (l0r'.0'18)

-q------ig-
$ 233,584

18.02%

$ 298,248 $ 371,857 S 327,540 S 327,540 $ 415,430 $ 513.97i

-0-

10j0%

-0- $ -0-

20.63%2l.09%

Note: This schedule does not contain ten years ofinformation as CASB No. 68 was implemented during the year ending December 31. 2015.



TOWNSI.IIP OF FIANOVER FIRE D]STRICT #3

LAST FiVE YEARS

42

Year Ending June 30,

2019 2020 2021

0.020126% 0.024697% 0 .024697a/" *

$ 1,112,106 $ 1,349,025 s 1,349'02s *

0.01'7963%

s 1,561,957

1.03%

2018

0.021115%

$ 1,312,053

1.910

2017

State's propofiion ofthe net OPEB liability

State's proponionate share of the nel OPEB liabiiity

Plan fiduciaq, net position as a percentage of the total OPEB

iiability
1.98% 0.91% 0.9 1 9'o x

* Uriljze<j the Jure 30, 2020 GASB 75 report as the NJ Djvrsion ofpensions has not released the June 30, 2021 GASB 75 report as ofthe date of this t-eport

Nore : -lhis scl.redule does not conlain ten years of information as GASB No. 75 was implemented during lhe year ended December 31, 2018
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rowNSI I!! 1lr llANQllEBlll-{E Dlsl'l{lcr #3

REOUIRED SUPBI=EMF]NTARYJNFQRMA'!!QN JCIIEDUI -I.'-,:!

SCHI.]I)U!L, C].!!!A-IE CO,NTBIBUTIQN$

STATEHEA,LTHBENEITITIAEAL.COYERNMENTBEN&IJD-EMPI..OI'EESPI,AN
I ASI I IVE YfARS

Year Endins June 30,

201'.7 2018 2019 2Q20 202t

Statutor ily lequiled conttibution

Contdbutions in telation to the contl-actually

required conttibution

$ 1l1.783 !; 39 "'71'7 $ 14,'741 $ 67.1ss $ 67,1s5 x

ill r TRrr { 19.717) 114:741t (b7,155) (67,155) *

-0- $-0--0- -0- $ -0-
Contribution defi ciency/(excess)

* Utilize<I the June 30, 2020 GASII ?5 r.epolt as the NJ Division of Pensions has not lrlcased thc JuDe 30, 2021 GASB 75

rcport as ofthe date of this rePofi.

Notc: This scheclulc does Dot aontait] tcll years of i fonnation as GASB No. ?5 rvas itllpletl1etrted during thc year ended

Decerrrbcr'31.2018.
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l owNSIllI' oF TANQYqfIIBh DISI rcl 4l
NQI'I]I I ! RLQIII_IIID SI'PPLIMENT,{RY INFOBMA]]ION

YIAR }llq)-lD D!e.MBEB il'202I

A.PUBIlcL.l4!,L-QYEI!-,&!-URllvt!NISYSTEM

Bclgtit ,Cllquc,s

There wcre troue.

Chanqes _ol4!!!!ql!l!!!

The discount rate cl.iatrgecl fion.r 6.287o as oi'June 30, 2019 to 7 00o% as ofJunc 30' 2020

.I.he July I . 201 g actuarial valuation harl no changc in the mortality rate assunplions: Motlahty improvcuent is bascd

on Scale MP-2019.

fhe July 1, 2019 actuarial valuation had uo change in the mortality rate assurnptions: Mortality irrprovctnenl is based

on Scale MP-2020.

B-lolleEAND.-!IB@
Benefit Cl.rangcs

Thele wet e noue.

ghatrCeqd4a$lu.ia I Assump lions

The cliscount ratc chauged h on.r 6 85% as ofJune 30, 2019 to 7 00% as ofJune 30' 2020

Thc July I , 201 g actuar ial valuatiou hacl no change in the mortality rate assumptiot.ls: Mortality itl.tpt ovetncnt is basecl

on Scale MP-2019.

The July l, 2019 actuarial valuation hacl no change in the mofiality rate assumptions: Mortaljty implovenrct]t is based

on Scale MP-2020.

Bcnellt Cbalgcs

Thcle welc ttone .

C.h@gs o | 4!!ulup1!o1t!

Tlrc discount rate 1'or Junc 30.2019 was 3.50%. Thc tliscotlnt rate 1br June 30,2020 was 2210/'

MlLll,lrtyjtld llqali} c'are _l. rqrdatuqpliqls , Junc ]!2Q19 AgE4qalv4lltillau

pllRs pub-2010 General C-lassification headcount weighted rlortality u'ith fully gerlctatiotlrl

nortalttyitlpror,cllelltprojcctionsftomtheccntra]yeat.usitlgScaleMP-2020

pFRS lrub-2010 Salety classification hcaclcount weighlcrl uro|tality wrth fully gerlcrational

lIofialityil.l-]Plovellelltprojectiolrslronrlhecenlla]ycarusitlgScalcMP-2020
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NOTES:I'O&E.OUIRED SUPPI,EM A]IQN
YEAR ENDED-DIC EM BER J]-2021

(Ciontinued)

C.STATI]HEAI-TI!-BENEE]T!oeALGOVERNMENTRETIREDEMPLOYEESI,I,,AN(Cont'd)

Mofialitv anil I Ig.allllQAlqTlgr.rd Assurrp!!9lq:-luq3O 2019 Actuarial Valuation: (Cont'cl)

Ior. pre-Mcdicarc rreclical bencfits, the trend is initially 5.6% and decteases to a 4.5oA long-ter:m h.end rate altct seveir

y"u... l.n. post-65 medical bcneflts, the acLual fully-insured Medicare Advantage trelld ratcs for-fiscal ycar 2021

inrougtr:Oiz ar-e r-ellectecl.'lhe rates usccl fbr 2023 and 2024 are 21.83o/o and 18.53%, respectively. trending to 4 5%

fo, olf frtur" yeals. !or prescription drug benefits, the initial trend rate is 7.00% and decteases lo a 4.5yo long-tertl

trend rate aftet- seveu Ycars.

Mofialitv ancl llealth Care Treircl Alsumptions - July 1. 20

pERS pub-2010 Ger.rcrai classificatio hcaclcount weighted rrofiality with fully gencrational tl]otlalily inproveDrcnt

projections lrotl the central year using Scale MP-2019

pFRS pub-2010 Safety classification headcount weighted morlality with fully getrerational morlality iurprovetllcut

projections hou thc central year using Scale MP-2019

For pre-Mcclicar.e meclicai benefits. the trend rate is initially is 5.7o% and decreas es ro a 4 5Tn long tenn trelld rate altcY

eight y"u.r. For post 65 medical benefits, the actual fully-insured Medicare Advantage trend rate for fiscal ycar 2020

isieflected. 'l'he assuned post-65 uretlical trend is 4.5% for all future years. For prescription durg benefits' thc ilritial

trend rate is 7.-57u ancl decreases to a 4.50% long term rate alter eight year-s'
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!I \oj{ER IQ$nlsUtP_IIREllIS',rBIer #l
SCHEDULE OF CASH RECEIPTS. CASH I)ISIIUI{SEMENTS AND

CI.IANGES IN CASH AND CASH EOUIVALENTS

Gener-al

Fund

Capital

Fund

Schedule I

Total

Caslr Balancc January 1 ,2021

Cash Rcceipts:

Township of Hanover - District Taxes

Rcntal Income

llterest on Investments

EMS Services

Local Registration Fces

Fire Alarms and Standby Fees

Miscellaneous Rcccipts

Unilbmr Fir e Safety Act

Total Cash Rcceipts

Cash Disbur scd

Operatilg, Maintenance and

Adminislration
Salarics ald Wages

Flinge and Other Benellts

Capital Outlay

Total Cash Disbursernents

Cash Balance l)ecembcr 31, 2021

$ 1,060,762 $ 23,073 $ 1,083,835

| .317 .s97

6,5 00

106

s | 4,062
tt 5c)?

l 1,845

120,613

34;/39

1,317 ,59'7

6,500

706

s14,062

31 ,592
11,845

120,6t3
34,739

2,1.03,654 2,103,6s4

aa ) <14

1 ,102,247
494,60]

284,9 56

44) \79

I,102.241
494,601

284.956

2,324,383 2,324.383

$ 840,033 $ 23,073 $ 863,106



Schedule 2

HANOVER TOWNSHIP FIRE DISI'RICT #3

GENERAL FUND
SCHEDUT,E OF REVENUE AND EXPENDITURES

BUDGET AND ACTUAL
YEAR ENDED DECEMBER 31. 2O2I

2021

Budget

Budget

After
Modification

Variance

Favorablc
( U nfavorab le )

)1 )d)

( 8,s9s )
1.784

(6.t47)
608

1,727

30,189

(49,278)

3 1,409

(277)

t7.125

Actual

REVENUE:
Fund Balance Anticipated - Unrestricted

Arnount fo Be Raised By Taxation

To Supporl The District Budget

Rental lncone
Interest on Investments

EMS Ser.rices

t-ocal Registration liees

Fire Alarms and Standby Fees

Miscellaneous Revenue

Uniforrn Fire Safety Act
FEMA !'ir€fighter Grant

Total Revenue

B-UDQEIID-AIIBQIUAIaN s I

Administration:

Salaries & Wages

Connissioners
Fringe Benefits

Office Expenses

Election, Recruitment and Public Events

Fire Prevention Bureau

Cost of Operations and Maintcnancc:

Salaries & Wages

Fringe Benefits

Other Benefits

Office Expeuses

Conference, Tlavel, Dues & Subscriptions

Professional Services

Buildirg Expenses (insurance, utilities. maintenanca)

Vehicle Expenses (insurance, mairtenance/repairs)

Equipment maintenance and repairs

[Jniforms, Education and l'raining
Non-bondable Equipment

Appropriations Offset with Revenuel

Uniforn Fire Safety Act:
Fire Official

IiEMA Firefighter Grant - Personal Protective Equipment

$ 69,177 S 69,777 $ be,777

104,013 | r 5,384

1,37'7,59'7 1.377.597 1,377,597

6,500 6,500 6,500

2,ooo 2,000 706 $ (1,294)

585,000 585.000 5t4.062 (70,938)

25,000 25,000 37,592 12,592

3,750 3,750 n,845 8,095

7;700 7,700 120,613 112.913

32,800 32,800 34;739 I,939

69,926

2,180,050 2,180,050 2,243,357 63,307

62,soo 62,500 68,039 (s.539)

12.500 12.500 12,083 411

7,613 7,6t3 ',1,613

8,700 8,700 7,362 1.338

9,200 9,200 18,837 (9,637)

,1,500 3.500 1,450 2.050

104,013 (r1,37r)

1,012.56',7

327.477

152,'700

9,400

18,700

107,580

t4 t,250
78,500

s4,900

22,400

47,837

1,973.31t

1.012,567

327,477

152,700

9.400

18.700

t 07,580

141.250

78,500

54,900

22,400

47,837

989,325

336,072

150,9r 6

t5,547
18,092

105,85 3

111,061

12'7,778

23,49t
22.6'77

30,712

1,973.31 I 1,931,524 1t -'787

32,800 32,800 32,800

69,926 69.926 69,926

102,726 t02.726 102,'726

TOTAL APPROPRIATIONS _!?,.180!rt _!?l_q9q0 _!:J1244 _q__J.116
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and on Compliance and Other Maltcrs Based on an Audit of Financial Statements

Performed in Accorda rcnt Attclititt gSLll1!911$

Independent Auditors' ReLo-4

The Board of Fire Commissions
Hanover Township Fire District #3
IJanover- NJ

We have audited, in accordance with audtting standards gcnelally acceptcd in the U ited States of America, audit

requirements prescribed by the Division of Local Govenuent Scrvices, Departmenl of Community Affairs, State of
Ncw Jersey, (the "Division") and the standards applicable to finaucial audits contained rn Governnent '4uditing
Standarcl"- issued by the Conptroller Gencral of the United Statcs, the financial statements of the gove rtnental

activities and each major fund of the Hanover 'l'ownship F-ire District #3, in the County of Morris (the " District") as

of, and for the year ended December 31,2021, and the related notes to the financial statements, which collectively

courprise thc District's basic financial statements and have issued out rcport thereon dated July 5, 2022. that report

included a qualifiecl opinion on the govemmcntal activities financial stateme ts as the Dislrict's net pension liability
and the related deferre<l outflows and inflows of lesources reported in thc govemmeutal activities llnancial slatelncnts

at December 31, 2021 is based on the June 30, 2020 Governmental Accounting Standards Boatd ("GASB") Statemeilt

No. 68, Accounting ancl Financial Reporting for Pen.sions. repofts for the State of New Jersey Public Employces'

Retirement Systern ("PERS") ancl Police and Firemen's Retirement Systen ("PFRS") liorn the Division of Pensions

and Benef-rts, Depafirxent of the Treasury. State of New Jersey (the "State"). We u'ere unablc to obtain the June 30,

2021 Gn SB No. 68 reporls as they have not been relcasecl by the State as of the tlate of this report. The amount by

whicl] tl.ris omission would affect lhe net pcnsion liability and thc rclated def'erred inflows and outflows of resources,

1et positiol and expenses of the District has not been detcmrined. The District's note clisclosure on postemployncnt

benefits other. than pensions (OPEB) contains the June 30, 2020 information alld not the.Iune 30, 2021 infomiation as

the repoft firr Govemrnental Accounling Standards Boarcl ("GASB") Statctreltt No. J5. lccowrting antl Fitttutcial

Repoiting lbr Postenxployment Benelits Other Thon Pensictn.s,lor the State of Ncw Jersey State I'Iealth llenefits Local

Goverxnent Retirecl Employees Plan ("SIIBP") has nol been released by thc Division of Pensions and Benefits,

Depafiment of the Treasury, State of New Jcrsey, as of the date of this repoIl. In our opinion, disclosure of this

infbrmation is required by accounting principles generally accepted in thc Unitecl States of Atnerica.

Report on Internal Control Over F-inancial llepofiing

ln plannilg and perfbrming our auclit of the financial statelnents, wc cousidered the District's internal control ovcr

linaucial r epolting (internal control) as a basis fol designing audit ploccdures that are appropriate in the circumslances

1br- thc purpose of expressiug our opinions on the firancial staterncnts, but ttot for the putpose of expressing an

opiuiol o1 tire cllectiveness of the Disttict's inlctnal control. Accoi-dingly. we do llot cxpress an opinion on the

elfectiveness of the I)istrict's intelnal confrol.
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IIanover, NJ
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A deficienct, in intcrnctl control exists when the design or operation of a coutrol does not allow lnanagenelt or

employecs, in the normal course of pellorming their assigned functions, to prevent, or detect and cot-l-cct,

misstaterrcnts on a timely basis. A muteriel wealfiess is a deficiency, or a combinatiou of deficiencies, in inter-lal

control such that there is a reasonable possibility that a material misstatement of the Authority's financial statenenls

will not be prcvcnted, or detccted and correctcd on a timely basis. I sigtificant deficiencv is a deficicncy, or a

con]bination of deficieucies, in intemal control that is less severc than a material weakness, yel impofiant enough to

merit altention by those charged with govemance.

Our consideratior.r of the internal control was for the hmited puryose described in the first paragraph of this section

and was no1 desigled to identify all deficiencies in interrral control that might be tnaterial weaknesses or significant

deficiencies and therefor-e, material weaknesses or signihcant deflciencies may exist that have not beeu identifled.

Given these limitations, during oul audit we did not identify any deficieucies in inlernal control that we consider to be

material weakresses. We did identify a certain deficiency in intemal control, described in the accotlpanying

Schedule of Findings and Responses as Finding 2021-001 that we consider to be a significant deficiency.

Report on Compliance and Other Matters

As parl of obtaining reasonable assurance about whether the District's financial statements are free ol nlatetial

misstatcment, we perlormed tests of its compliance with cefiain provisions of laws, r'egulations, contracts, attd graut

agreenrents, uoncompliance with which could have a direct aud material effect on the financial statenents. Howcver.
providing an opinion on compliance with those provisions was not an objective of our audit and, acco.rdingly, we do

not exprcss such an opinion. llhe results ofour tests disclosed no instances ofnoucompliance or othel maltel's tllat are

required to be repofied uuder Governnenl Autliting Skmdards.

The District's Itesponse to the l'inding

Goyernnent Auditing Stctntlortls requires the auditor to perform limited ptocedures on thc Disttict's responsc to llle
finding identified iu our audit and described in the accompanying Schedule ofFindings and Respouses. The District's
responsc was not subjected to the other auditing procedures applied in the audit of the financial statements an(I,

accordingly, we exprcss no opinion ot.t lire response.

Purpose of this ll€port

The purpose of t)ris reporl is solcly to describe the scope of our tesling of intenral control and compliance ancl the

result of that testing, and not to plovide an opinion on the effectivcness of lhe Distriot's inlcmal colttrol or on

con'rpliance. Tlris r:eporl is an integr-al part of an audit perlomed in accordancc wrth Gorentmetlt Atuliting Stuntlard.s

in considedng the District's intemal contlol and courpliance. Accor:dingly, this communication is not suitablc fbr ally

other purpose.

Mount Arlingtorl, New Jer.sey

J:u1y 5, 2022
NISIVOCCIA LLP

Man Cl. Lee
Certifi ed Public Accountar)t
Registcred Municipal Accountant. No. 562



IA]VNI]ILqLUANOVER FIRE D._I STRIE I 4]
SqIIEDUI,I] OF FINDINGS AND RESPONSES

YI]AR ENDEp DFICIIMBER 3-!.2021

Surnrnary of Auclitors' Rcsults:

- The Independent Auclitols' Rcport expresses a qualified opinion on the Disttict's governmeutal activities financial

statelrrents as tlte District's net peusion liability and the related defetred outflows and inflows of rcsoutces

reported in the govenxnelttal activities financial statements at Decctrtber 31. 2021 is based on the June 30, 2020

Goven.unental Accounting Standards Boar-cl C'GASB') Statenent No. 68, Accotutting and Firumcitl Repr.trting litr
Pettsions, repofis lor the State of New Jersey Public Employees' Retirement System ("PERS") aud Police and

Filemen's Retiremcnt System ("PFRS") liorn the Division of Pensions and Benefits, I)epafinent of the 'lreasur-y,

State of New.Iersey (Lhe "State"). Wc were unable to obtain the June 30, 2021 GASB No. 68 reports as they havc

not been released by thc State as ofthc date ofthis repod. The amount by which this omission would alfect the

net pension liability an<l the related defcred inilows and outflows of resources, net position and expenscs of the

Dis ict has nol been determined. 'I'he District's note disclosure on postemployment benefits other than pensiot]s

(OPEB) contains the June 30, 2020 infor-mation and not the June 30, 2021 jnformation as the report for
Govemmerrtal Accountiug Staldards Board ("GASB") Staternent No. 75, Accounting and Financial Reporting for
Postemplo.ynent BeneJits Other T'hnn Pen.sions, for the State of New Jersey State Health Benelits Local

Govemrnelt Retired Employees Plan ("SHBP") has not been releascd by the Division of Pensious and Beuefits,

Departmelt of the Treasuty, Statc of New Jelsey. as of the date of this repofi. ln our opinion, disclosure of this

infomation is recluiled by accounting principles generally accepted in the United States of America.

- A significant deficiency was disclosed during the audit ofthe financial statements as reporled it Ilrc Inclependenl

Auditurs' Report on Intental Control Oyer Financial Reporting dnd on Contpliance utcl Other Malters Buscd ott

an Autlit o/ Financial Std.teruents Perfttrmed in Accorclance wilh Government Auditing Standarcl,s. No natelial
weaknesses alc repofi ed.

- No instances ofnoncompliancc rlaterial to the financial statements ofthe District, which would bc required to bc

reporlcd in accorclance with Governnent Autliting Stundards, were disclosed during the audit.

Findings Relatinq to the Financial Staterrcnts which are required to be Reoorled in Accordallc -e14\
Accepted Governmelrt Auditing Standards:

- The audit discloscd the fbllowing signilicant dchciency required to be reporled under Generally Acceptecl

Governnent Auditing Standalds:

Findine 202-1-001

$ggresation oI Duries

-c.Lrlena

Conccntlation of duties and responsibrlities in a limiLed number of individuals is not desirable flom a

conlt'ol point of vicw.

Condition

'l'fie District does not naintain an adcquate segregation of dutics clue to a limited numbcr of personuel.

The lunctiors of handling cash, preparation of cash receipts and cash disbursemeirts books and the genetal

ledgcl lor the var-ioLrs funds ancl lcconciliation ofbank accounts are pcrlormcd by one individual.

Causc

l-his is not unusual in operations the size of thc District, but maLragerrcnt should constatrtly be awar e of this

condition and realize the concentration of tluties and responsibiiity in a hn.rited nunber ol irttlividuals is not

desir.able fl orl a control poiut of vierv.
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Findinss Relatins to the Financial Stater.nents wl1ts]f._ale rjs_quired to be Repal]Led in Acco
Accepted Govemrnent Audjtine Standartls: (Clont'd)

Findins 2021 -001 (Cont'd)

Eff'ect of Potential Eflect

Segregation of duties refcrs to scparating those functions that place too much control over a transactio| or
class of transactions that would cnable a person to peryetuate enors and prevent detection within a

rcasonable period of time.

Recomrnendation

It is recommended lhat the District maintains an adequate segregation of duties with respect to the lecording
and treasury functions.

Management's ResDonse

Finding 2021-001 was evalualcd, however, due to budgetary constraints, no resolution can be made at this
time.



TOWNHIP OF HANOVI]R IiIRI] DIS'I'RIC'I'#3
SUMMARY SCHEDU],E OF PRIOR AUD] I IINDIN..q'I

YIIAR IlNDllD DIlCIlMIllr.R 31. 2021

Tlre District's prior year audit finding 2020-001 regarding segregation of duties has not been fully resolved due to
budgetary constraints and is includcd as finding 2021-001.



TOWNSI]IP OF IINNOVER FIRI] D]S'I'RIC]I'#3
COMMENTS AND RRCOMMI-]NDAIIONS

Contracts and Aqreements Required to be Advertised Per N.J.S.A. 40A: I t -4 et seq.

N.J.S.A. 40A: I 1-3 states:

a. " When thr: cost or price of any contract awarded by the contracting agent in thc aggregate does not exceed in a

contract year the total surn of$17,500, the contract may be awarded by a purchasing agent when so authorized by
ordinance or resolutio , as appropriate to the conlracting unit, of the govcrning boily of the contractirlg uril without
public adveftising for bids, except that the goveming body of any contracting unit may adopt an ordinance or
resolutio to set a lower threshold for lhe receipt of public bids or- the solicitation of compctitive quotations, If the
pur chasing agenl is qualihed pursuant to Subsection b. of Section 9 of I'.1,. t 971 . Cl.1 98 (N..I.S-A. 40A: I 1-9), the
goveming body ofthe contracting unit may establish that the bid threshold rray bc up to S25,000. Such authorization
may be granled for each contract or by a general delegation of the power to ncgotiate and award such contracts
pursuant to this section.

b. Ary contract made pursuant to this section may be awarded for a period of 24 cotrsecutive months, except that
contracts fbr prof'essional selices pursuant to subparagraph (i) ofparagraph (a) of subsection (l) of section 5 of P.L.
1971 , C.l 98 (N.J.S.A. 40A: I 1-5) may be awarded for a period not cxcccding 1 2 consecutive months. The Division
of I-ocal Govemment Serwices shall adopt and promulgate rules aird regulations concerning the methods of
accounting for all cortracts that do ot coincide with the contracting unit's fiscal year.

c. The Govemor', in consultation with the Deparlment of the Treasury, shall, no later than March l of every fifth year
beginning in the fifth year after the year in which P.L.1999, C.440 takes effect, adjust the threshold amount and the
higher threshold arnount which the governing body js permitted to esrablish. as set forth in subsectiou a. of this
section, or thc threshold amount resulting from any adjustrnent under this subscction, in direct proporlion to the rise or
fall ofthe index lale as that term is defined in section 2 of P.L. l9Tl, C.l9S (N.J.S.n.40A:11-2), and shall round the
adjustnent to the nearest $1,000. The Govemor shall, no later than Junc I of every lilih year, notify each goveming
body of the adjustment. The adjustme t shall become effective on July I of the yeal in which it is rrade."

N.J.S.A.40A: 11-4 states: "Every contract awarded by the contracting agelt 1br the provision or performance ofany
goods or services, the cost of which in the aggregate excceds 1he bid threshold, shall be awalded only by resolution of
the governing body of the contracling unit to the lowest responsible bidcler altcl public adverlising fbr bids and
bidding thercforc, except as is provided otherwise in this act or specifically by any olher law. The goveming body of
a contracting unit may, by resolution approved by a majonty of thc govcrning bocly and subiect to subsections b. and
c. of this section, disqualiii a bidder who would otherwise be determinccl to be the lowest responsible bidder, if the
govclning body finds that it has had prior negative experience with thc bidder. '

Ilff'ective July 1,2020 and thereafter, thc bid thresholds in accordance with N.J.S.A. 40A:11-3 are $17.500 for a

coltracting unit without a qualified purchasing agent and $44,000 lol a contracting unit with a qualified purchasing
agcnt.

The govcrning body of the mruricipality has the responsibility of determiurng rvhcther the expenditures in any
category will excced the bid tbrcsholcl within the fiscal year. Whele clueslior ariscs as 10 whether any contract or
agreernent might result in violation of the statute, the Dislrict Counscl's opinion should be sougl.rL belorc a

comlritnent is made.
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COMMI]NTS AND REE]Q MM -EIDA IIO-NS
(Continr-rcd)

Contracts and Asrecncnts Requugdle bp4dtt94 9 4.4,0.4!,1..1.11_.9!.!-c-q (Cont'd)

The rrinutes indicatcd that bids were requested by public advcrtising pcr. N.J.S.A. 40A:l l-4. The ninutes also
irdicalcd that reso[]tions were adoPted and adverliscd anthorizing lhe awarding of conlracts or agreerrents lbr
"Plof'essional Servioes" and "Extraordinary Unspecifiable Serviccs" pcr-N.J.S.A. 40A:l 1-5.

ln as n.rucl.r as the systen of records did not provide fbr an accurrulation of paylnents 1br categories fol Lhe

pcrlbrmance of any work or the fuilishing or hiring of any materials or supplies, the results of such an accumulation
could not r easonably be ascertained. Disbur semcnls wei'e r.eviewed, however-. to detem]rne whether any clear-out
violations cxisted. None were noted.

New Jersey Admilistrative Code Accountins Reqqi!9!19!1!

'1'he Divrsion ofLocal Goverrunent Services has established three (3) accounting recluirenents which are prescribed in
thc New Jcrsey Administrative Code. They are as follows:

1. Maintenance ofan encumbrance accounting systerr.

2. Geucral ledger accounting a d record systcm.

3. Fixed asset accounting and reporling syste r.

The Distr-ict is in compliance with the tlnee requirements.

(o_l1[nlinq Orders

During our- fieidwork. we had noted that there were several instances where invoices were dated prior to the purchase
order date.

Recon.ulendation

It is recolnnended that all purchase orders are approvcd prior to the purchase of gootls or scrviccs.

M ana genlp-r.rt' s Resp!!l!!

Managenent will ensurc that all purchase orders are appt'oved prior to the purchase of goods or services.

Over-exp_qqqliture of lndividual Budget Appropd4ljlu!

Thc schedule of rcvcnue and expenditures - budget and actual has over-expenditures in several budget line items. The
Disti-ict did not make the necessary budget tlansi'ers to covcr thc ovcr-cxpcud itu t cs.

Rcrplunqd4lrq!r:

It is reconurended that extra care be taken in the futule 10 cnsurc that all ncccssar-y budgct translcrs bc rlade to avoid
o\ er-expcn(lilure ol r burlgel line ilcru.

M_An_qgcrlrent Rcspellp

The District will continuc to carclully rnonitor br,rdgct cxpcncLilurcs ancl the nccessary budget transfers will be made if
nccessitry.



TOWNSIIIP Of ILI.NOVirlt l"lltlr l)lS'f RlCl' #3
coMMENrs nNp- RECToMMlNllallQNl

(Contulrcd)

M 4!4gcrn!!!S-!lcc.ssllan!

Governrrrental Accountinq Standards Boar:cl (GASB) SlaLque_tl_s

GASB Staterrent No. 87, Zeases, is effeclive lbr the flscal ycal cndecl Junc 30. 2022. Under this statement, thc
District will be required to recognize a lease liability and an intangible nght-to-r-lsc asset fol each lease agreement

with a lease term in excess of 12 months. 'l'l.ris statemelt will cnhance the corrparability of financial statements

anlong govclments by r-equiring the repolting of leases under a single nrotlel. Additionaliy, certain leases that are

culrently not reported will be under this statement.

Slalu s o-!!riq-dpq xeqalouerdalrery

Ihe prior year t ecormnendations peltaining to the segregation of duties and confirming orders have not been lesolved
alrd are included as .recomneudations in the 2021 audit repor:t.
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TOWNSHIP Ol" HANOVIIR lilRlr DlSl'RICl #3

SUMMARY OF RI]COMMI]NDATIONS

It is rccorlrrendcd that:

I . The Distr-ict mainlain an adequate segregation of duties with respect to tht: recoldlng anci tlcasuly fuirctions

2. Ali pur:chase orders are approved priol to 1hc purchase ofgootls ot sclviccs.

3. Exlra care be taken in the future to ensure that all ncccssary budget trausf'er-s be macle to avoid ovet-
cxpcnditule of a budget line item.


