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DEPIETTO §& DEPIETTO
ACCOUNTING AND TAX SERVICES INDEPENDENT AUDITOR’'S REPORT

To the Mayor, Administrator and Governing Body of
the Township of Hamilton

Hamilton Township Fire District No. 2

Hamilton, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statésmaithe governmental activities and each majodfu
of Hamilton Township Fire District No. 2, in the @ay of Mercer, State of New Jersey, as of andter
year ended December 31, 2020, and the related motéise financial statements, which collectively
comprise the District’s basic financial statemexgdisted in the table of contents.

Management's Responsibility for the Financial Statments

Management is responsible for the preparation aid gresentation of these financial statements in
accordance with accounting principles generallyepted in the United States of America; this inchitie
design, implementation, and maintenance of intercahtrol relevant to the preparation and fair
presentation of financial statements that areffice@ material misstatement, whether due to fraueroor.

Auditor's Responsibility

Our responsibility is to express opinions on thigsancial statements based on our audit. We coeduct
our audit in accordance with auditing standardsegaly accepted in the United States of America thed
standards applicable to financial audits containedsovernment Auditing Sandards, issued by the
Comptroller General of the United States and in mieance with audit standards prescribed by the Loca
Finance Board and by the Division of Local Governmg8ervices, Department of Community Affairs,
State of New Jersey. Those standards require teaplan and perform the audit to obtain reasonable
assurance about whether the financial statemeatses from material misstatement.

An audit involves performing procedures to obtaidinevidence about the amounts and disclosurésein
financial statements. The procedures selected deperthe auditor’s judgment, including the assesgsme
of the risks of material misstatement of the firiahstatements, whether due to fraud or error. &king
those risk assessments, the auditor considersatteontrol relevant to the entity’s preparatiord dair
presentation of the financial statements in ordedésign audit procedures that are appropriatden t
circumstances, but not for the purpose of exprgsamopinion on the effectiveness of the entitgteinal
control. Accordingly, we express no such opinion. &udit also includes evaluating the appropriateioés
accounting policies used and the reasonablenesigraficant accounting estimates made by management
as well as evaluating the overall presentatiomeffinancial statements.

We believe that the audit evidence we have obtamedfficient and appropriate to provide a basrsour
audit opinions.

Opinions

In our opinion, the financial statements referredabove present fairly, in all material respecks t
respective financial position of the governmentaivities and each major fund of Hamilton Townskipe

DePietto & DePietto, LLC

88 Paddock Way

Holland, Pennsylvania 18966

Phone: (215) 579-2916

Fax: (215) 701-1854 -2-
Web: www.depietto.com




District No. 2, in the County of Mercer, State afW Jersey, as of December 31, 2020, and the réapect
changes in financial position for the year theneshth accordance with accounting principles geheral
accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in thetébhiStates of America require that the management’s
discussion and analysis, budgetary comparisonnrdton, schedule of the District's proportionate
share of the net pension liability — PERS BRRS, schedules of District contributions -RBEand
PFRS, schedules of the District's proportionateare of the net OPEB liability, schedule®dtrict
contributions - OPEB and notes to the requawopblementary information, as listed on théld of
contents, be presented to supplement thec fiaancial statements. Such information, althongha
part of the basic financial statements, is requbgdhe Governmental Accounting Standards Boardy wh
considers it to be an essential part of finanaglorting for placing the basic financial statemeantsn
appropriate operational, economic, or historicaltest. We have applied certain limited proceduoethe
required supplementary information in accordanab auditing standards generally accepted in theedni
States of America, which consisted of inquiries neéhnagement about the methods of preparing the
information and comparing the information for catsncy with management’s responses to our inquiries
the basic financial statements, and other knowleglgeobtained during our audit of the basic finahcia
statements. We do not express an opinion or prageassurance on the information because theelimit
procedures do not provide us with sufficient evimketo express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of fornapmions on the financial statements that colledyiv
comprise Hamilton Township Fire District No. 2 lmfinancial statements. The introductory sectiod an
other supplementary information are presented twpgses of additional analysis and are not a reduir
part of the basic financial statements.

The other supplementary information has been stdgjeo the auditing procedures applied in the aofdit
the financial statements and certain additionalcg@dares, including comparing and reconciling such
information directly to the underlying accountingdeother records used to prepare the financiadsants

or to the financial statements themselves, andraldditional procedures in accordance with auditing
standards generally accepted in the United StdtéSreerica. In our opinion, the information is fairl
stated in all material respects in relation tofthancial statements as a whole.

The introductory section has not been subjectaba@uditing procedures applied in the audit ofldasic
financial statements and, accordingly, we expresspinion or provide any assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance wittGovernment Auditing Sandards, we have also issued our report dated February 17,
2022, on our consideration of Hamilton TownshipeFDistrict No. 2's internal control over financial
reporting and our tests of its compliance with @erfprovisions of laws, regulations, contracts graht
agreements and other matters. The purpose ofdpattris to describe the scope of our testing trival
control over financial reporting and compliance #melresults of that testing and not to provid@pimion



on the internal control over financial reportingasr compliance. That report is an integral paramfaudit
performed in accordance witGovernment Auditing Standards in considering Hamilton Township Fire
District No. 2’s internal control over financialgarting and compliance.

DePietto <l DePietto, LLL

Holland, Pennsylvania
February 17, 2022
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Management’s Discussion and Analysis

For the Year Ended December 31, 2020
Unaudited

The discussion and analysis of the Hamilton Towmghre District No. 2’s financial performance
provides an overall review of the District’s finagcactivities for the year ended December 31, 2020
The intent of the discussion and analysis is t& laiothe District’s financial performance as a vehol
readers should also review the basic financiaéstahts and notes to enhance their understanding of
the District’s financial performance.

The Management’s Discussion and Analysis (MD&i&) an element of Required Supplementary
Information specified in the Governmental Agobng Standards Board's (GASB) Statement
No. 34 —Basic Financial Statements and Management’s Disonsand Analysis for State and
Local Governmentssued in June 1999.

Financial Highlights

Key financial highlights for 2020 are as follows:

In total, net position decreased ($350,419) froh®R0

General revenues accounted for $4,370,2420r 1004 venues.

Per generally accepted accounting principles (GABdSis, the District had $4,720,661 in expenses
including $137,190 of depreciation and $21,246eicovery of pension expense and OPEB expense
to be in compliance with GASB 68 and GASB 75 fo2@0General revenues (primarily taxes) of
$4,370,242 were not adequate to provide for thesgrams, resulting in a change in net position of
($350,419).

Per Non-GAAP budgetary basis, the District had 68,874 in expenditures and capital outlay and

$4,370,2420f actual revenue resulting in a defi€itevenues over expenditures of $312,390. The
District needed to utilize all of the $198,781 elsdynated surplus approved in the 2020 budget plus
an additional $113,609 of unrestricted funds toecothe cost of operations. General revenues
(primarily taxes) and use of the designated surpier® adequate to provide for these programs.

Using this Report

This annual report consists of a series of findrst@ements and notes to those financial statesnent
These statements are organized so the reader danstand Hamilton Township Fire District No. 2
as a financial whole, an entire operating entithhe Tstatements then proceed to provide an
increasingly detailed look at specific financiatiaities.

This annual report consists of the following thpeets: management’s discussion and analysis, the

basic financial statements, and required supplesmgmiformation. The basic financial statements
include two kinds of statements that presdifferent views of the District:
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District-Wide Financial Statements (Statement of NiePosition and Statement of Activities)

These statements provide both short-term landg-term information about the District's
overall financial status.

Fund Financial Statements

Fund financial statements focus on individysrts of the District, reporting the Distisc
operations in more detail than the district-widstetents.

* The governmental funds statements tell how lsericices were financed in
the short term as well as what remains for futpensgling.

* Fiduciary funds statements provide information dkibe financial relationships in which the
District acts solely as a trustee or agent foreefit of others.

The financial statements also include nothat texplain some of the information in the
statements and provide more detailed data. stdtements are followed by a section of required
supplementary information that further explains agpports the financial statements with a
comparison of the District’s budget for the year.

Reporting the District as a Whole
Statement of Net Position and the Statement of Adcfities

The Statement of Net Position and StatemeintActivities provide information about the
activities of the whole District, presentifgpth an aggregate view of the District’'s afices
and a longer-term view of those finances. Fundrfaial statements provide the next level of detail.
For governmental funds, these statements tell lewwices were financed in the short-term as well as
what remains for future spending.

While this document contains the large numioér funds used by the District to provide
programs and activities, the view of the Bist as a whole looks at all financial tsantions
and asks the question, “How did we do fimalhc during 2020?” The Statement of Net
Position and the Statement of Activities answilis question. These statements include all
assets and liabilities using the accrual $asi accounting similar to the accounting ubgd
most private-sector businesses. This basis of aticmy takes into account, all of the current ygar’
revenues and expenses regardless of when casierge® or paid.

These two statements report the District’'s nettmysand changes in those positions. This chamge i
net position is important because it tellee theader that, for the District as a whahe t
financial position of the District has improvemt diminished. The causes of this change rbay
the result of many factors, some financiad asome not. Non-financial factors include the
District’'s property tax base, current laws ©kew Jersey restricting revenue growth, facility
condition, required programs and other factors.



Reporting the District's Most Significant Funds
Fund Financial Statements

Fund financial reports provide detailed informatiaoout the District's funds. The District uses
many funds to account for a multitude ohaficial transaction. The District’'s governmental
funds are the General Fund and Capital Projectsl.Fun

Governmental Funds

The District’'s activities are reported in govmental funds, which focus on how monew$lo

in and out of those funds and the balankdsat year-end available for spending ia th
future years. These funds are reported using coouating method called modified accrual
accounting, which measures cash and all ofimancial assets that can readily be condette
cash. The governmental fund statements prowddeetailed short-term view of the District's
general government operations and the basevices it provides. Governmental fund
information helps the reader determine whetheretlaee more or fewer financial resources that can
be spent in the near future to finance mo. The relationship (or differences) between
governmental activities (reported in the Staet of Net Position and the Statement of
Activities) and governmental funds is recoadilin the financial statements.

Notes to the Financial Statements
The notes provide additional information that isesgtial to a full understanding of the data prosiide
in the District-wide and fund financial statements.

The District as a Whole

Recall that the Statement of Net Position provittes perspective of the District as a whole. Net
position may serve over time as a useful indicatbra government’s financial position. The
District’'s financial position is the produaf several financial transactions includinge tiet
results of activities, the acquisition and paynadebt, the acquisition and disposal of capitakés
and the depreciation of capital assets.

A summary of the District’s Statement of Net Pagiteand Statement of Changes in Net Position is
presented below.



Table 1

Condensed Statement of Net Position

Governmental Governmenta
Activities Activities
2020 2019

Current and Other Assets $ 846,128 $1.348,268
Capital Assets, net of accumulated depreciation 1,046,878 1,184,068
Total Assets 1,893,006 2,532,336
Deferred Outflow of Resources 1,380,467 1,461,127
Total Assets and Deferred Outflow of Resources $3,289,831 $3,993,463
Current Liabilities $ 631,057 $ 801,757
Long-Term Liabilities 6.782.447 6,800,025
Total Liablities 7,413,504 7,601,782
Deferred Inflow of Resources 2459332 2,624,267
Net Position:

Invested in Capital Assets, net of related debt 919,335 994,968

Restricted for Capital Projects 34,209 34,299

Redricted for PostRetirenent Sick Pay Benefits 132,105 139,694

Unrestricted (7,668,744 (7,401,547
Total Net Position (6,583,005 (6,232,586
Total Liabilities, Deferred Inflow of Resources aNdt Position $3,289,831 $3,993,463

Table 2
Condensed Statement of Changes in Net Position
Governmental Governmenta
Activities Activities
2020 2019

REVENUES:
General Revenues:

Property Taxes $4,332,908]  $4,181,909

Grants— state 14,199 14,199

Other 23,135 113,971
Total Revenues $4,370,242 $4,310,079
EXPENSES:

Administration $ 137,452 $ 152,455

Cost of Operations and Maintenance 4,583,209 4,657,648
Total Expenses 4,720,661 4,810,103
Increase (Decrease) in Net Position ($350,419 ($500,023




Governmental Activities

The unique nature of property taxes in New Jersewtes the legal requirements to annually seek
voter approval for the District operations. Propetaxes made up 99.1% of revenues for
governmental activities for Hamilton Township Fibestrict No. 2 for 2020. The District’s total
revenues were $4,370,242 for the year ended Deaefihe2020. The state grants accounted for
another .3% of revenue and other miscellaneousitevaccounted for the remaining .6%.

The Statement of Activities shows the cost of paogrservices and the charges for services and
grants offsetting those services.

Administration includes expenses associated witmiadtrative and financial supervision of the
District.

Cost of Operations and Maintenance involve keepopgpment in an effective working condition.
The District’'s Funds

All governmental funds (i.e., general fund) arecasted for using the modified-accrual basis of
accounting. Total revenues amounted to $4,353;88%nal transfers were $66,058 and expenditures
were $4,600,216. The total change in fund baldoceahe year in the governmental funds was
$(312,390).

As demonstrated by the various statements and sldsedcluded in the financial section of this
report, the District continues to meet its resphoilisy for sound financial management. The
following schedule presents a summary of the reesemf the General Fund for the year ended
December 31, 2020, and the amount of increasedearéases in relation to prior year revenues.

Table 3
Summary of Revenues — General Fund

2020 2019 Increase
(Decrease)
from 2019
Revenue:
Local Sources:
Amount to be Raigkby Taxation $4,332,908 $4,181,909 $150,999
Miscellaneous 6,777 113,971 (107,194)
State sources 14,199 14,199 0
Total $4,353,884 $4,310,079 $ 43,805




The following schedule presents a summary of theeeditures of the General Fund for the year
ended December 31, 2020, and the amount of ingeaiseé decreases in relation to prior year
amounts.

Table 4
Summary of Expenditures — General Fund

2020 2019 Increase
(Decrease)

from 2019

Expenditures:

Administration $ 137,452 $ 152,455 $ (15,003)
Cost of Operations and Maintenance 4,462,764 4,068,739 396,025
Total $4,600,216 $4.219,194  $381,022

Capital Assets

At the end of the year 2020, the District had $&,848 invested in invested in capital assets net of
depreciation. Table 5 shows 2020 balances compar2a19.

Table 5
Capital Assets (Net of Depreciation)
2020 2019 Increase
(Decrease)
from 2019
Building and Building Renovations $ 595411 $ 671,358 $ (75,947
Fire Equipment 16,521 22,09 (5,50)
Fire Apparatus 434,946 490,680 (55,734
Total $1,046,878 $1,184,068 $(137,190

There were no capital asset purchases in 2020.eDigpion expense of $137,190 was charged to
governmental activities as part of its cost of aiens in 2020.

Economic Factors

For the 2020 year, the Hamilton Township Fire DistNo. 2 was able to sustain its budget through
the district tax levy, use of a portion of the d@sited surplus and other sources of revenue.
Approximately 99.1% of total revenue was from tbeal tax levy, while the remaining .9% was
from other sources. The tax rate levy per $100sskased property valuation for 2020 went up to
$.2919 from $.2832 in 2019.
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For the Future

On September 9, 2020, the New Jersey Departme@oaimunity Affairs Local Finance Board
unanimously approved a plan to consolidate Hamikownship’s Fire Districts. The transition of
fire districts took effect on January 1, 2021. #Mé houses throughout the Township remain open.
Under the plan, the existing eight districts wessdlved thereby creating one Township of Hamilton
Fire Department. It consists of both career andiveler firefightersThere is no expected change to
the number of officers and firefighters. Howevdee fire chiefs will be reclassified as deputg fir
chiefs, one will become a battalion chief, and dinefighter mechanic will be reclassified as a
firefighter.

Contacting the District’'s Financial Management

This financial report is designed to provide oustiict’s citizens, taxpayers, investors, credit@ns!
other interested parties with a general overviewhef District’s finances and to show the District’s
accountability for the money it receives. Should thader have questions regarding the information
included in this report or wish to request addiibfinancial information, please contact, The
Township of Hamilton, 2090 Greenwood Avenue, Haoni]tNew Jersey, 08609.

-11-
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Statement of Net Position
December 31, 2020

ASSETS
Cash and cash equivalents
Capital assets, net of accumulated depreciation
Other receivables

Total assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred outflows related to pensions
Deferred outflows related to OPEB

Tota deferred outflows of resources

Total assets and deferred outflows of resources

LIABILITIES
Accounts payable
Accrued expenses
Capital lease payable - current portion
Pension payable
Long-term liabilities:
Capital lease payable
Net OPEB liability
Net pension liability - PFRS/PERS

Total liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred inflows related to pensions
Deferred inflows related to OPEB

Total deferred inflows of resources

Totd liabilities and deferred inflows of resources

NET POSITION
Invested in capital assets, net of related debt
Restricted for:
Capita projects
Post-retirement sick pay benefits
Unrestricted

Total net position

Total liabilities and deferred inflows of resources and net position

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.

Governmental

Activites

$ 845835
1,046,878
16,651

1,909,364

1,118,587
261,880

1,380,467

$ 3,289,831

$ 16,041
19,470
63,021

532,525

64,522
516,683
6,201,242

7,413,504

2,226,279
233,053

2,459,332

9,872,836

919,335

34,299
132,105
(7,668,744)

(6,583,005)

$ 3,289,831




HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Statement of Activities
For the Y ear Ended December 31, 2020

Governmental
Activites
Expenditures:
Fire protection - administration $ 137,452
Fire protection - operations 4,583,209
Total expenditures 4,720,661
Genera revenues:
Taxes 4,332,908
Grants - state 14,199
Interest income 6,764
Miscellaneous revenue 16,371
Total genera revenues 4,370,242
Changein net position (350,419)
Net position
Net position, beginning of year (6,232,586)
Net position, end of year $ (6,583,005)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
13-



HAMILTON TOWNSHIP FIRE DISTRICT No. 2

Governmental Funds
Balance Sheet
December 31, 2020

ASSETS

Cash and cash equivalents

Other receivables

Total assets

LIABILITIES
Accounts payable
Accrued expenses

Total liabilities

FUND BALANCES

Fund balances:
Unassigned
Assigned

For capital projects

Committed

For post retirement sick pay benefits

Total fund balances

Governmental Funds

General Fund Total
$ 845835 $ 845835
16,651 16,651
$ 862486 $ 862,486
$ 16,041 $ 16,041
19,470 19,470
35,511 35,511
660,571 660,571
34,299 34,299
132,105 132,105
826,975 826,975
$ 862,486

Total liabilities and fund balances $ 862,486

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Governmental Funds

Balance Sheet

December 31, 2020

Governmental Funds - Fund Balance, December 31, 2020 $ 826,975

Differences to amounts reported for governmental
activities in the statement of net position:

Capital assets used in governmental activities are not

financia resources and therefore are not reported in the

funds. The cost of the assetsis $3,163,255 and the

accumul ated depreciation is $2,116,377 1,046,878

Capital leases and loans used in governmental activities are not
financia resources and therefore are not reported in the
funds and are offset against capital assets. (127,543)

Deferred outflows and inflows of resources related to
pensions are applicable to future reporting periods and,
therefore, are not reported in the funds. (1,078,865)

Accrued PFRS/PERS pension payableis not recorded
in financial statements of governmental funds (532,525)

Long-term liabilities, including net pension liability
and net OPEB liability are not due and payable in the current
period therefore are not reported as liabilities in the funds (6,717,925)

Governmental Activities - Net Position, December 31, 2020 $ (6,583,005)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
-15-



HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Governmental Funds

Statement of Revenues, Expenditures and Changes in Fund Balance
For the Y ear Ended December 31, 2020

Governmental Funds

Generd
Fund Totd
Expenditures/expenses:
Fire protection - administration $ 137452 $ 137,452
Fire protection - operations 4,462,764 4,462,764
Total expenditures/expenses 4,600,216 4,600,216
General revenues:
Taxes 4,332,908 4,332,908
Grants - state 14,199 14,199
Interest income 6,764 6,764
Miscellaneous revenue 16,371 16,371
Tota general revenues 4,370,242 4,370,242
Transfers - internal activities (66,058) (66,058)
Total general revenues and transfers 4,304,184 4,304,184
Deficit of revenues over expenditures and
transfers (296,032) (296,032)
Fund balance:
Beginning of the year 1,123,007 1,123,007
End of the year $ 826975 $ 826,975

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund Balance

in the Governmental Funds to the Statement of Activities
December 31, 2020

Total changes in Governmental Funds - Fund Balance $ (296,032)

Differences to amounts reported for governmental
activities in the statement of net position:

Capital assets used in governmental activities are not financial resources
and therefore are not reported as assets in governmental funds.
However, in the statement of activities, the cost of those assets is
allocated over their estimated useful lives as deprectiation expense.
Depreciation Expense (137,190)

Capital leases used in governmental activities are not
financial resources and therefore are not reported as assets in the
funds and are offset against capital assets.
Capital lease payments 61,557

District health insurance preliums for retired employees are reported as
expenditures in the governmental funds when made. However, they are
reported as defered outflows of resources in the Statement of Net Position
because the reported net pension OPEB liability is measured a year before
the District's report date. Included in fringe benefits expense, is the change
in the net OPEB liability adjusted for changes in deferred outflows and
inflows of resources related to OPEB, is reported in the Statement of
Activities.
OPEB (expense) recovery (16,792)

District pension contributions are reported as expenditures in the
governmental funds when made. However, they are reported as
defered outflows of resources in the Statement of Net Position
because the reported net pension liability is measured a year before
the District's report date. Pension expense, which is the change in the
net pension liability adjusted for changes in deferred outflows and
inflows of resources related to pension, is reported in the Statement of
Activities.
Pension expense 38,038

Governmental Activities - Change in Net Position, December 31, 2020 $ (350,419)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Statement of Fiduciary Net Assets

Fiduciary Funds

December 31, 2020

Deferred
Compensation
Trust

ASSETS
Investments with fiscal agents $ 1,171,409
Receivables - participants' contributions 0

TOTAL CURRENT ASSETS $ 1,171,409
NET ASSETS
Held in trust for deferred compensation $ 1,171,409

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESFINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Statement of Changes in Fiduciary Net Assets
Fiduciary Funds

For the Year Ended December 31, 2020

Deferred
Compensation
Trust
ADDITIONS (DEDUCTIONS) TO NET ASSETS
Additions to net assets attributed to:
Investment income:
Net appreciation in fair value of investments $ 46446
Interest income 5,395
Net investment earnings 151,841
Contributions:
Participants' 38,280
TOTAL ADDITIONS TO NET ASSETS 190,121
DEDUCTIONS FROM NET ASSETS
Distributions:
Participants' 664
Guaranteed Withdrawal Fees 1,188
TOTAL DEDUCTIONS FROM NET ASSETS 1,852
NET INCREASE 188,269
NET ASSETS AVAILABLE FOR BENEFITS
Beginning of year 983,140
END OF YEAR $ 1,171,409

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESFINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Hamilton Townshie Bistrict No. 2 (the “District”) have been prepd

in conformity with generally accepted accountingnpiples (GAAP) as applied to governmental units.
The Governmental Accounting Standards Board (GA&B}he accepted standard-setting body for
establishing governmental accounting and financéglorting principles. The more significant of the
District’s accounting policies are described below.

Reporting Entity

Hamilton Township Fire District No. 2 is a politicsubdivision of the Township of Hamilton, County o
Mercer, New Jersey. The District was formed tovyate fire prevention and suppression services ¢o th
residents of Hamilton Township. The District fulcts independently through a Board of Fire
Commissioners. The board is comprised of five memleéected to three-year terms. The annual Fire
District election is held the third Saturday of Redry.

In accordance with the requirements of Statement Nh The Financial Reporting Entity, of the
Governmental Accounting Standards Board (GASB), the financial statements must present trsgribt
(the primary government) and its component unitsm@onent units are legally separate entities for
which the District (the primary entity) is finantliaaccountable. Financial accountability is defires the
ability to appoint a voting majority of the orgaaiion’s governing body and either (1) the Distsct’
ability to impose its will over the organization (&) the potential that the organization will proeia
financial benefit to, or impose a financial burdem the District. Pursuant to this criterion, monponent
units were identified for inclusion in the accompiaig financial statements.

Basis of Presentation

The financial statements of the Fire Distratinform to generally accepted accountinghgiples
(GAAP) applicable to governmental funds oftestand local governments in accordance \tiité&
provisions of N.J.A.C. 5:31-7-1. The Governna¢mccounting Standards Board (GASB) is the
accepted standard-setting body for establishjoyernmental accounting and financial repgrti
principles. The more significant of the Board's@nting policies are described below.

The basic financial statements report using then@tic resources measurement focus and the accrual
basis of accounting generally includes the assification or elimination of internal actyi
(between or within funds). Revenues are recomledn earned and expenses are recorded when the
liability is incurred, regardless of the timing tbie related cash flows. The tax revenues are réoedm

the year for which they are levied while grants @eognized when grantor eligibility requirements a
met.

Governmental fund financial statements report usimegcurrent financial resources measurement focus
and themodified accrual basis of accounting. Revenues are recognized when they are both maddsu
and available. Available means collectible witlthe current period or soon thereafterthini 60
days of the end of the fiscal year. Expenditamesrecorded when the related fund liability isuimed.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Fund Accounting

The accounts of the District are organized on thsibof funds. A fund is an independent fiscal and
accounting entity with a self-balancing set of asds. Fund accounting segregates funds according to
their intended purpose and is used to aid manageimelemonstrating compliance with finance-related
legal and contractual provisions. The minimum numndfefunds is maintained consistent with legal and
managerial requirements.

The District reports the following major governmarfunds:

The General Fund is the District’'s primary opemtinnd. It accounts for all the financial resourees
the legally authorized activities of the Districkcept those required to be accounted for in other
specialized funds.

Fiduciary funds are used to account for tasgeeld by a governmental entity for othmarties
(either as trustee or as an agent) and dtaanot be used to finance the governmenteityes
own operating programs which includes private paeptrust funds and agency funds.

District Wide and Fund Financial Statements

The district-wide financial statements report imfation of all of the nonfiduciary activities of the
District. For the most part, the effect of intenfuactivity has been removed from these districtewi
statements. District activities, which normallgre supported by taxes and intergovernmental
revenues, are reported separately from busiypss activities, which rely to a significaeitent on
fees and charges for support. Individual furele not displayed but the statements djatgi
governmental activities as generally supporteduth taxes and user fees.

The statement of activities demonstrates tlegree to which the direct expenses of weemi
function are offset by program revenues. &iexpenses are those that are clearly identifiafile a
specific function. Program revenues include chargecustomers who purchase, use or directly
benefit from goods or services provided bygigen function, segment or component unit.gPam
revenues also include grants and contributions dhatrestricted to meeting the operational or ehpit
requirements of a particular function, segmentc@mponent unit. Taxes and other items not properly
included among program revenues are reported ohstegeneral revenues. The District does notatkoc
general government (indirect) expenses to othestioims.

Net position is restricted when constraintaced on it is either externally imposed iorposed
by constitutional provisions or enabling legislationternally imposed designations of resourcesnate
presented as restricted net position. When bdatiiceed and unrestricted resources are availalade,
generally it is the District’s policy to use restad resources first, and then unrestricted regsuas they
are needed.

Separate financial statements are provided for mowental funds. Major individual governmental funds
are reported as separate columns in the fund fiabstatements.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

District Wide and Fund Financial Statements (cargdah)

The district-wide financial statements include si@ement of net position and the statement oVities.
These statements report financial information @f Bhstrict as a whole. All inter-fund activity hagen
eliminated in the statement of activities. Indivadl funds are not displayed but the statésnen
distinguish governmental activities as genersillgported through taxes and user fees.

Fund Financial Statements
The fund financial statements provide detail ofgogernmental funds.

Basis of Accounting

The accounting and financial reporting treatmeapplied to a fund is determined by its
measurement focus. All governmental funds are aueoufor using a current financial resources
measurement focus. With this measurement focug,comrent assets and current liabilities generatly
included on the balance sheet. Operating statenoériteese funds present increases (i.e. revenues a
other financing sources) and decreases @egenditures and other financing uses) ihpaosition.

The modified accrual basis of accounting is usedrfeasuring financial position and operating resaft

all governmental fund types. Under the modifiedraatbasis of accounting, revenues are reeegni
when they become both measurable and awailddeasurable” means the amount of the
transaction can be determined and “availabtegans collectible within the current period swon
enough thereafter to be used to pay liadslitof the current period. State equalizatiani®es are
recognized as revenue during the period in whiely tre appropriated. A one-year availability eri

is used for revenue recognition for all othgovernmental fund revenues. Expenditures are
recognized in the accounting period in whidte fund liability is incurred, except forincipal
and interest on general long-term debt which azerged when due.

In its accounting and financial reporting, the Detfollows the pronouncements of the Governmental
Accounting Standards Board (GASB) and the pronowecds of the Financial Accounting Standards
Board (FASB).

Encumbrances

Under encumbrance accounting purchase orders,actstand other commitments for the expenditure of
resources are recorded to reserve a portion ofapiicable appropriation. Open encumbrances in
governmental funds are reported as reservationfurad balances at fiscal year end as they do not
constitute expenditures of liabilities but rathemonitments related to unperformed contracts fordgoo
and services. The encumbered appropriation aughoaitries over into the next fiscal year. An entil

be made at the beginning of the next fiscal yeaintoease the appropriation reflected in the adbpte
budget by the outstanding encumbrance amountstag alirrent fiscal year end.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenues and Expenditures

Revenues are recorded when they are determineziltoth available and measurable. Generally, fegs an
other non-tax revenues are recognized when recef@eahts from other governments are recognized
when qualifying expenditures are incurred. Expamddg are recorded when the related liability is
incurred, if measurable, except for unmatured @geon general long-term debt, which is recognized
when due.

Inventories and Prepaid Expenses
Inventories and prepaid expenses that benefitdyperiods are recorded as expenditures duringdgle y
of purchase.

Capital Assets
Capital assets, which include fire trucks, vehicdesl equipment, generally result from expendituines

the governmental funds. These assets are repamtdte government —wide statement of net position.

Generally, the District capitalizes assets withoat®f $1,000 or more and a useful life greaten thae
year. All capital assets are capitalized at cose&imated historical cost) and updated for add#iand
retirements during the year. The District does possess any infrastructure. Improvements are
capitalized; the cost of normal maintenance anairgephat do not add to the value of the asset or
materially extend the asset’s life are not.

Depreciation has been provided over estimated Lbeds of the assets using the straight-line métho
The estimated useful lives are as follows:

Building and Building Renovations 7 — 25 years

Fire equipment 5—-10years
Office equipment 5 years
Vehicles 5— 25 years

Employee Benefits
Vacation, sick pay and other employee benefitsrererded as expenditures when paid except for other
post employment benefits noted in Note 9.

Use of Estimates

The preparation of financial statements in conféymiith accounting principles generally accepteth@
United States of America requires management toenestimates and assumptions that affect certain
reported amounts and disclosures. Accordinglyacesults may differ from those estimates.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Income Taxes
As a public body, the District is exempt from bé&tlderal and state taxes existing under statute.

Budget and Budgetary Accounting
The District must adopt an annual budget in accuweéavith N.J.S.A. 40A:14-78.1 et. al.

The fire commissioners must introduce and apprbeeanhnual budget no later than sixty days pridhéo
annual election. Upon introduction, the commissisriex the time and place for a public hearing ba t
budget and must advertise the time and place st lea days prior to the hearing in a newspapemigav
substantial circulation in the District. The publearing must not be held less than twenty-eiglys da
after the date the budget was introduced. Afterhiering has been held, the fire commissioners imay,
majority vote, adopt the budget.

Amendments may be made to the District budget @om@ance with N.J.S.A. 40A:14-78.3.

Subsequent to the adoption of the District buddpetamount of money to be raised by taxation irpstp
of the District budget must appear on the ballotlie annual election for approval of the legalevst

Fire districts have a prescribed budgetary basidetoonstrate legal compliance. However, budgets are
adopted on principally the same basis of accounitiiged for the preparation of the District’s éincial
statements. Each annual budget lapses at the ¢hd péar.

Fire District Taxes

Upon proper certification to the assessor of thaimpality in which the District is located, thesassor
shall assess the amount of taxes to be raisedpposiof the District's budget in the same manreak
other municipal taxes. The collector or treasufethe municipality then pays the assessed taxésun
equal installments to the treasurer or custodidnmds of the District.

Deferred Outflows and Deferred Inflows of Resources

In addition to assets, the statement of pesition will sometimes report a separatetigedor
deferred outflows of resources. This separatantial statement element, deferred outflows of
resources, represents a consumption of net poghiminapplies to a future period(s) and so will het
recognized as an outflow of resources (expenseheifoee) until then.

In addition to liabilities, the statement of nespmn will sometimes report a separate sectiord&ferred
inflows of resources. This separate financial statet element, deferred inflows of resources, regnss
an acquisition of net position that applies totarfe periods and so will not be recognized as #avinof
resources (revenue) until that time.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Pensions Section

For purposes of measuring the net pensionilitigbdeferred outflows of resources and edefd
inflows of resources related to pensions, and pensixpense, information about the pension plan’s
fiduciary net position and additions to/deductiofrom the plan’s fiduciary net positionvhabeen
determined on the same basis as they arerteepdy the plan. For this purpose, benefitnpagts
(including refunds of employee contributionge aecognized when due and payable in acoosla
with the benefit terms. Investments are repoatefdir value.

Fund Equity
In accordance with Government Accounting Séaddsl Board 54, Fund Balance Reporting and

Governmental Fund Type Definitions, the Dddtdlassifies governmental fund balances as follows

* Non-spendable — includes fund balance amoumds ¢annot be spent either because it is not
in spendable form or because legal or contraciagtcaints.

» Restricted — includes fund balance amounts #nat constrained for specific purposes which
are externally imposed by external parties, camstmhal provision or enabling legislation.

» Committed —includes fund balance amounts Hrat constrained for specific purposes that
are internally imposed by the government tgtodormal action of the highest level of
decision making by the District and does not lagtsgear-end.

» Assigned - includes fund balance amounts thatiatended to be used for specific purposes
that are neither considered restricted or comahif@nd Balance may be assigned by the
Administrator.

* Unassigned —includes balance within the GanBund which has not been classified
within the above mentioned categories and negétive balances in other governmental funds

Reserves represent those portions of fundyeqwt available for appropriation for expéuoce or
legally segregated for a specific future uBesignated fund balances represent plans fordutse of
financial resources.

Net position
Net position, represents the difference betwseammation of assets and deferred outflows of

resources, and the summation of liabilitiesd adeferred inflows of resources. Net position i
classified in the following three components:

* Net Investment in Capital Assets — This congmn represents capital assets, net of
accumulated depreciation, net of outstandinganz@s of borrowings used for acquisition,
construction, or improvement of those assets.

* Restricted — Net position is reported as mdsdl when there are limitations imposed on
their use either through the enabling legislatamopted by the District or through external
restrictions imposed by creditors, grantors or laweegulations of other governments.

» Unrestricted — Net position is reported as umigstd when it does not meet the criteria of
the other two components of net position.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 2 — CASH AND CASH EQUIVALENTS AND CONCENTRATIO N OF CREDIT RISK

Cash and Cash Equivalents

Cash used for the day-to-day operations of the Bistrict is in a non-interest bearing checkingaot
and interest bearing savings and money market ateokor presentation in the financial statements,
investments with an original maturity of three ntmnor less at the time they are purchased by tbigi
are considered to be cash equivalents. Investmatitsa maturity of more than three months, if aase
reported as investments.

New Jersey fire districts are limited as to theetypf investments and types of financial institugiohey
may invest in. New Jersey statutes provide aofigtermissible investments that may be purchased by
New Jersey fire districts.

Concentration of Credit Risk

The District has adopted a cash management planréigaires it to deposit public funds in public

depositories protected from loss under the promssiof the Government Unit Deposit Protection Act
(“GUDPA"). GUDPA was enacted in 1970 to protect ®@ovnental Units from a loss of funds on deposit
with a failed banking institution in New Jersey.

N.J.S.A. 17:9-41 et. Seq. establishes the requimésifer security of deposits of governmental uniige
statute requires that no governmental unit shasodié public funds in a public depository unlesshsu
funds are secured in accordance with the Act. Pudpositories include Savings and Loan institijon
banks (both state and national banks) and saviagkstthe deposits of which are federally insurédl.
public depositories must pledge collateral, havengharket value at least equal to five percent ef th
average daily balance of collected public fundssdoure the deposits of Governmental Units. If lipu
depository fails, the collateral it has pledgedjspthe collateral of all other public depositoriés,
available to pay the full amount of their depositshe Governmental Units.

Bank deposits
All bank deposits are classified as to credit figkthe three categorie€ategory 1 consists of bank

deposits insured or collateralized with securitiekl by the District of in the District's name lig agent.
Category 2 consists of bank deposits collateralized with séesrheld by pledging public depository’s
trust department or agent in the District’'s naf@ategory 3includes uncollateralized deposits including
any deposits that are collateralized with secwwitield by the pledging public depository or bytitsst
department or agent but not in the District's namie December 31, 2020, the District's deposits of
$740,334 are classified as Category 1 deposits.

New Jersey Cash Management Fund

During the year, the District participated in thewN Jersey Cash Management Fund. The fund is
governed by regulations of the State InvestmentnCibuwhich prescribes the standards designed to
insure the quality of investments in order to miizenthe risk to the Fund’s participants. At Decentkik,
2020, $105,501 maintained within the New Jersey hCManagement Fund is not subject to
categorization as defined above.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 3 — FIXED ASSETS

Beginning Ending
Balance Incresses Decreases Balance
Governmental Activities:
Capital Assets, Being Depreciated:
Building and Buiding Renovations $2,024,216  $ 0 $ 0 $2,024,216
Fire Equipment 227,431 0 0 227,431
Office Equipment 28,024 0 0 28,024
Vehicles 883,584 0 0 883,584
Total Capial Assets, Being Deprecial 3,163,255 0 0 3,163,255
Less: Total Accumulated Depreciat 1,979,187 137,190 0 2,116,377
Total Capital Assets, Being Depreciated, Net $1,184,068  $(137,190 $ 0 $1,046,878

The District did not purchase any capital asse0R0. Depreciation expense of $137,190 was chamed
governmental activities as part of its cost of apiens in 2020.

NOTE 4 — ACCRUED EXPENSES

Accrued expenses include professional fees that weurred for the year ended December 31, 2020 but
were not paid by that date.

NOTE 5 — NJ SUPPLEMENTAL FIRE SERVICES PROGRAM GRANT

New Jersey Basic Entitlement Grant

Annually, the Supplemental Fire Services PrografSf® from the State of New Jersey, awards a grant
to the Fire District for volunteer fire servicesy Bcceptance of the grant, the Fire District agteesll
obligations and responsibilities pursuant to th&BR&s provided in Ch. 295, P.L., 1985.

The funds are utilized for the purchase of itemsl@®ed in compliance with state statutes. Thangr
was budgeted for $14,199 for the year ended DeceBihe2020. The District received and expended
$14,199 for the year ended December 31, 2020.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 6 — PENSION OBLIGATIONS

Public Employees’ Retirement System (PERS)

Plan Description

The State of New Jersey, Public Employeegir&nent System (PERS) is a cost-sharingiphedt
employer defined benefit pension plan administénethe State of New Jersey, Division of Pensiorts an
Benefits (the Division). For additional informatiabout PERS, please refer to Division's Comprekensi
Annual Financial Report (CAFR) which can foeind at www.state.nj.us/treasury/pensions/annual-
reports.shtml.

The vesting and benefit provisions are set by NAJ.SA3:15A. PERS provides retirement, death and
disability benefits. All benefits vest after teraye of service, except for medical benefits, whiekt after
25 years of service or under the disability pravisi of PERS.

The following represents the membership tiers t6RB:

Tier Definition

1 Members who were enrolled prior to July 1, 2007

2 Members who were eligible to enroll on or aftaly 1, 2007 and prior to November 2, 2008
3 Members who were eligible to enroll on or aftervember 2, 2008 and prior to May 22, 2010
4 Members who were eligible to enroll on or afiéay 22, 2010 and prior to June 28, 2011

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

Service retirement benefits of 1/55th of final aage salary for each year of service credit is albéal to
tiers 1 and 2 members upon reaching agea®® to tier 3 members upon reaching age 62
Service retirement benefits of 1/60th of finalemge salary for each year of service cradit
available to tier 4 members upon reaching &3e and tier 5 members upon reaching afe 6
Early retirement benefits are available to tidrsand 2 members before reaching age 66 Beand

4 before age 62 with 25 or more years efvise credit and tier 5 with 30 or more ngeaf
service credit before age 65. Benefits areceduby a fraction of a percent for eachnthothat a
member retires prior to the age at whichmember can receive full early retirement benefits i
accordance with their respective tier. Tier 1 mersloan receive an unreduced benefit from age 8§¢o
60 if they have at least 25 years of service. Deteretirement is available to members who hate
least 10 years of service credit and havé m@ached the service retirement age for theease
tier.

Allocation Methodology and Reconciliation to FinalStatements

GASB Statement No. 68ccounting and Financial Reporting for Pensions, requires participating
employers in the New Jersey Public Employees’ir&aent System (PERS) to recognize their
proportionate share of the collective net pendiability, collective deferred outflows anaflows of
resources and collective pension expense exgudhat attributable to employer-paid member
contributions. The employer allocation percgetapresented and applied are based onatiee of
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Public Employees’ Retirement System (PERS) (contirad)

Allocation Methodology and Reconciliation to Fin&lStatements (contributions)

the contributions of an individual employeo tthe total contributions to PERS during the
measurement period July 1, 2019 through June 30).Zlhe employer allocation percentages have been
rounded for presentation purposes, thereforeouats may result in immaterial differences.
Contributions from employers are recognized whes, thased on statutory requirements.

Contributions

The contribution policy for PERS is set by N.J.S.A5A and requires contributions by active members
and contributing employers. State legislation haxliffred the amount that is contributed by the State
The State's pension contribution is basedaonactuarially determined amount which inchites
employer portion of the normal cost and an amaromaof the unfunded accrued liability. Funding for
noncontributory group insurance benefits is basedaiual claims paid. For fiscal year 2020, thedeSta
pension contribution was less than the aclatetermined amount.

The local employers' contribution amounts areseda on an actuarially determined rate which
includes the normal cost and unfunded accrliaility. Chapter 19,P.L. 2009 provided antiop
for local employers of PERS to contribute 5Q%6 the normal and accrued liability conttion
amounts certified for payments due in Staszal year 2009. Such employers will be itesd
with the full payment and any such amouni not be included in their unfunded liahil The
actuaries will determine the unfunded liabilibf those retirement systems, by employer, the
reduced normal and accrued liability contribng provided under this law. This unfunded liajpitill

be paid by the employer in level annual paymenter oa period of 15 years beginning with the
payments due in the fiscal year ended J8de2012 and will be adjusted by the rate of retunrthe
actuarial value of assets.

Three-Year Trend Information for PERS

Year Pension % of APC Net Pension
Funding Cost (APC) Contributed Obligation
12/3120 $ 10983 100% $ 187,409
12/31/8  $ 10,232 100% $ 203,450
12/31/18 $ 7,835 100% $ 202,511
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Public Employees’ Retirement System (PERS) (contirad)

Components of Net Pension Liability

At December 31, 2020, the District reported aility of $187,409 for its proportionate shaoé the
PERS net pension liability. The net pensiombiliy was measured as of June 30, 2020. The total
pension liability for the June 30, 2020 meament date was determined by an actuariahtialu

as of July 1, 2019, which was rolled forwam lune 30, 2020. The District’s proportion tbe net
pension liability was based on the Districiistual contributions to the plan relative ttee total of

all participating employers’ contributions fothe year ended June 30, 2020. The District's
proportion measured as of June 30, 2020, was 0482BD30% which was an increase of
0.00002011150% from its proportion of 0.00112912886easured as of June 30, 2019.

Collective balances at December 3020 and 208

12/31/2020 12/31/©
Actuarial valuation date July 1, 2019 July 1, 208
Deferred Outflowsf Resources $ 102,637 $ 152,399
Deferred Inflows of Resources $ 79,133 $ 74,728
Net Pension Liability (NPL) $ 187,409% 203,450
District's portion of the Plan's total
NPL 0.00114923030% 0.00112911880%

Pension Expense and Deferred Outflows/Inflows afdRieces

For the year ended December 31, 2020, the Distracignized pension expense of $39,715. At December
31, 2020, the District reported deferred outflowsesources and deferred inflows of resourcesed| &t
PERS from the following sources:

Deferred
Outflows Deferred
of Inflows of

Resources Resources
Changes of assumptions $ 6,080 $ 78,470
Netdifference bawveen expeted and actual experience 3,412 663
Net difference between projected and actual easnimg
pension plan investmel 6,406 0

Changes in proportion and differences between iDistr
contributions and proportionate shafecontributons 86,7® 0

Total $ 102,637 $ 79,133
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Public Employees’ Retirement System (PERS) (contirad)

Pension Expense and Deferred Outflows/Inflows cfdrieces (continued)
Amounts reported as deferred outflows of resouaresdeferred inflows of resources related to perssio
will be recognized in pension expense as follows:

Year Ended

June 30: PERS
2021 $ 11,161
2022 4,897
2023 9,652
2024 5,609

2025  (6,530)
Thereafter (1,284)
$ 23,504

Actuarial Assumptions

The total pension asset/(liability) as of tmeasurement date was determined by usingcamarial
valuation as noted in the table below, wighdate procedures used to roll forward thal fmension
liability to the measurement date. The actliaaduations used the following actuarial assummio

Measurement date June 30, 2020
Actuarial valuation date July 1, 2019
Investment rate of return 7.00%

Salary increases:
Through 2026 2.00 — 6.00%
based on years of service
Thereafter 3.00 — 7.00%
based on years of service
Inflation rate:
Price 2.75%
Wage 3.25%

Pre-retirement mortality rates were based on the-Z010 General Below-Median Income Employee
mortality table with an 82.2% adjustment for madesl 101.4% adjustment for females, and with future
improvement from the base year of 2010 on a gepedtbasis. Post-retirement mortality rates were
based on the Pub-2010 General Below-Median Incomalthly Retiree mortality table with a 91.4%
adjustment for males and 99.7% adjustment for femalnd with future improvement from the base year
of 2010 on a generational basis. Disability retieatrates used to value disabled retirees weredb@se
the Pub-2010 Non-Safety Disabled Retiree mortalflyle with a 127.7% adjustment for males and
117.2% adjustment for females, and with future iwpment from the base year of 2010 on a
generational basis. Mortality improvement is based&cale MP-2020.
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Public Employees’ Retirement System (PERS) (contirad)

Actuarial Assumptions (continued)

The actuarial assumptions used in the Jyl019 valuation were based on the resuftsam
actuarial experience study for the period Jdly2014 to June 30, 2018. It is likely thature
experience will not exactly conform to these assiong.

Long-Term Expected Rate of Return

In accordance with State statute, the long-termeetqul rate of return on plan investments (7.0886
June 30, 2020) is determined by the Stateasurer, after consultation with the Directorghef
Division of Investments and Division of Pensionsl &@enefits, the board of trustees and the asiets.
The long-term expected rate of return was rdeteed using a building block method in which
best-estimate ranges of expected future ratds of return (expected returns, net ofsmen plan
investment expense and inflation) are develoger each major asset class. These ranges are
combined to produce the long-term expectet#® & return by weighting the expected futteal
rates of return by the target asset allocapercentage and by adding expected inflation. Best
estimates of arithmetic rates of return for eaclomasset class included in PERS's target assatasibn

as of June 30, 2020 are summarized in the folloviaibde:

Target Long-Term Expected

Asset Class Allocation Real Rate of Return
Risk Mitigation Strategies 3.00% 3.40%
Cash Equivalents 4.00% 0.50%
U.S. Treasuries 5.00% 1.94%
Investment Grade Credit 8.00% 2.67%
High Yield 2.00% 5.95%
Private Credit 8.00% 7.59%
Real Assets 3.00% 9.73%
Real Estate 8.00% 9.56%
U.S. Equity 27.00% 7.71%
Non-U.S. Developed Markets Equity 13.50% 8.57%
Emerging Markets Equity 5.50% 10.23%
Private Equity 13.00% 11.42%
Total 100.00%
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Public Employees’ Retirement System (PERS) (contirad)

Discount Rate

The discount rate used to measure the total pengbility was 7.00% as of June 30, 2020. The
projection of cash flows used to determine the alist rate assumed that contributions from plan
members will be made at the current member contabuates and that contributions from employers
will be based on 78% of the actuarially determiwedtributions for the State employer and 100% of
actuarially determined contributions for the loesthployers. Based on those assumptions, the plan’s
fiduciary net position was projected to be avadatd make projected future benefit payments ofesurr
plan members. Therefore, the long-term expectesl ghtreturn on plan investments was applied to all
projected benefit payments to determine the tatakmn liability.

Sensitivity of the District’'s proportionate sl of the Net Pension Liability to Chandesthe
Discount Rate

The following presents the District's proportate share of the net pension liability ghted
using the discount rate as disclosed above, asaselfhat the District’'s proportionate share of thet
pension liability would be if it were calcté@l using a discount rate that is 1-percentagnt
lower (6.00%) or 1-percentage-point higher (8.0@8an the current rate:

At 1% At current At 1%
decrease discountrate increase

6.00%) (7.00%) (8.00%0)
District's proportionate share of

the net pension liability $ 237,772 $ 187,409 $ 147,399

Police and Firemen’s Retirement System (PERS)

Plan Description

The State of New Jersey, Police and Firemen’s &atnt System (PFRS) is a cost-sharing multiple-
employer defined benefit pension plan administénethe State of New Jersey, Division of Pensiorg an
Benefits (the Division). For additional informati@about PFRS, please refer to Division's Comprekensi
Annual Financial Report (CAFR) which can be fountd vavw.state.nj.us/treasury/pensions/annual-
reports.shtml.

The vesting and benefit provisions are set by NAJ.93:16A. PERS provides retirement as well aatlie
and disability benefits. All benefits vest aften tgears of service, except disability benefits, cihvest
after four years of service.
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Plan Description (continued)
The following represents the membership tiers felRB:

Tier Definition

1 Members who were enrolled prior to May 22, 2010

2 Members who were eligible to enroll on or aféay 22, 2010 and prior to June 28, 2011
3 Members who were eligible to enroll on or aftene 28, 2011

Service retirement benefits are available at agead® are generally determined to be 2% of final
compensation for each year of creditable servisededined, up to 30 years plus 1% for each year of
service in excess of 30 years. Members may seakaspetirement after achieving 25 years of crduléa
service, in which benefits would equal 65% (tierand 2 members) and 60% (tier 3 members) of final
compensation plus 1% for each year of creditabigice over 25 years, but not to exceed 30 years.
Members may elect deferred retirement benefitsr aftdieving ten years of service, in which case
benefits would begin at age 55 equal to 2% of famhpensation for each year of service.

Allocation Methodology and Reconciliation to FinalStatements

GASB Statement No. 68Accounting and Financial Reporting for Pensions, requires participating
employers in the New Jersey Police and Firemen'srédeent System (PFRS) to recognize their
proportionate share of the collective net pensiabillty, collective deferred outflows of resources
collective deferred inflows of resources and cailecpension expense. The employer and nonemployer
allocation percentages presented and applied aedhban the ratio of the contributions of an indiatl
employer to the total contributions to PFRS dutimg measurement period July 1, 2019 through June 30
2020. The employer and nonemployer allocation p#egges have been rounded for presentation
purposes; therefore, amounts presented in the sldsednay result in immaterial differences.
Contributions from employers are recognized whes, thased on statutory requirements.

Special Funding Situation

Under N.J.S.A. 43:16A-15, local participating eny@s are responsible for their own contributions
based on actuarially determined amounts, exceptenbgislation was passed which legally obligatesl t
State if certain circumstances occurred. The lagiai which legally obligates the state is as folo
Chapter 8, P.L. 2000, Chapter 318, P.L. 2001, Gnag, P.L. 2001, Chapter 511, P.L. 1991, Chapter
109, P.L. 1979, Chapter 247, P.L. 1993 and Cha&figér P.L. 2001. The amounts contributed on behalf
of the local participating employers, under thigiséation, is considered to be a special funditigagion

as defined by GASB Statement No. 68 and the Statecated as a non-employer contributing entity.
Since the local participating employers do not gbate under this legislation directly to the pl@xcept

for employer specific financed amounts), theredset pension liability or deferred outflows orlovirs

to report in the financial statements of the lopalticipating employers related to this legislation
However, the notes to the financial statementsheflocal participating employers must disclose the
portion of the non-employer contributing entitiéstal proportionate share of the collective netgoem
liability that is associated with the local pamiating employer.
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Contributions

The contribution policy for PFRS is set by N.J.$4&:16A and requires contributions by active meraber
and contributing employers. State legislation haxliffred the amount that is contributed by the State
The State's pension contribution is basedaonactuarially determined amount which inchites
employer portion of the normal cost and an amdrtreof the unfunded accrued liability. For fisgaar
2020, the State's pension contribution was lhan the actuarial determined amount.

The local employers' contribution amounts dased on an actuarially determined rate which
includes the normal cost and unfunded accrliegdgility. Chapter 19, P.L. 2009 provided amption

for local employers of PFRS to contribute 5086 the normal and accrued liability conttibn
amounts certified for payments due in Staszal year 2009. Such employers will be itesd
with the full payment and any such amouni not be included in their unfunded liahil The
actuaries will determine the unfunded liabilibf those retirement systems, by employer, the
reduced normal and accrued liability contribng provided under this law. This unfunded liajpitill

be paid by the employer in level annual paymenter oa period of 15 years beginning with the
payments due in the fiscal year ended J8de2012 and will be adjusted by the rate of retunrthe
actuarial value of assets.

Three-Year Trend Information for PEFRS

Year Pension % of APC Net Pension
Funding Cost (APC) Contributed Obligation
12/3120 $ 503,956 100% $ 6,013,833
12/31/® $ 459,783 100% $ 6,105,591
12/31/18 $ 402,930 100% $ 6,363,871

Components of Net Pension Liability

At December 31, 2020, the District reported ability of $6,013,833 for its proportionate shaof

the PFRS net pension liability. The net pemdiability was measured as of June 30, 2020. toled
pension liability for the June 30, 2020 meament date was determined by an actuariabvialu

as of July 1, 2019, which was rolled forwam iune 30, 2020. The District’s proportion tbe net
pension liability was based on the Districiistual contributions to the plan relative thee total of

all participating employers’ contributions fothe year ended June 30, 2020. The District's
proportion measured as of June 30, 2020, was 040484.0%, which was a decrease of 0.0033492295%
from its proportion of 0.04989117050% measuredfasine 30, 2019.
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Components of Net Pension Liability (continued)

PFRS Collective balances at December 3020 and 209

12/31/2020 12/31/19
Actuarial valuatio date July 1, 2019 July 1, 208
Deferred Outflows of Resources $ 1,015,950 $ 1,153,907
Deferred Inflows of Resources $ 2,147,146 $ 2,287,095
Net Pension Liability (NPL) $ 6,013,833 $ 6,105,91
District's portion of the Plan's total
NPL 0.04654194100% 0.04702953550%

Pension Expense and Deferred Outflows/Inflows afdRieces

For the year ended December 31, 2020, the Distecbognized pension recovery of $392,223. At
December 31, 2020, the District reported defernefilaws of resources and deferred inflows of resear
related to PFRS from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resouces

Changes of assumptions $ 15,134 $ 1,612,273
Net difference between expected and actual

experience 60,630 21,583
Net difference between projected and actual easning

on pension plan investments 352,619 0

Changes in proportion and differences between
District contributions and proportionate share of
contributions 587,567 513,290

Total $ 1,015,950 $ 2,147,146
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Pension Expense and Deferred Outflows/Inflows afdRieces (continued)
Amounts reported as deferred outflows of resouacesdeferred inflows of resources related to perssio
will be recognized in pension expense as follows:

Year Ended

June 30: PFRS
2021 $ (304,158)
2022 (319,084)
2023 (208,674)
2024 (89,912)
2025 (88,687)
Thereafter  (120,681)
$1,131,196)

Special Funding Situation — State’s Proportiondtar&

Additionally, the State’s proportionate share o thet pension liability attributable to the Distris
$933,319 as of December 31, 2020. The net penisibitit was measured as of June 30, 2020. Thé tota
pension liability used to calculate the net pendiability was determined using procedures to roll
forward the total pension liability from an actwmvaluation as of July 1, 2019, to the measurerdatd

of June 30, 2020. The State’s proportion of thepeeision liability associated with the District waesed

on a projection of the District's long-term shark contributions to the pension plan relative to the
projected contributions of all participating mendjeactuarially determined. The State’s proportion
measured as of June 30, 2020, was 0.0465419410%h wias a decrease of 0.0033492295% from its
proportion of 0.04989117050% measured as of June2@09, which is the same proportion as the
District’s.

District’s Proportionate Share of the Net Pendi@ibility $6,013,833
State’s Proportionate Share of the Net Pensionbilitya

Associated with the District 933,319
Total Net Pension Liability $6,947,152
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Actuarial Assumptions

The collective total pension liability for thenlu30, 2020 measurement date was determinadsing
an actuarial valuation date as noted in tdt@e below, with update procedures used tbfawvard
the total pension liability to the measurensite. The actuarial valuations used the following
actuarial assumptions:

Measurement date June 30, 2020
Actuarial valuation date July 1, 2019
Investment rate of return 7.00%

Salary increases:
Through all future years  3.25 — 15.25%
based on years

of service
Inflation rate:
Price 2.75%
Wage 3.25%

Pre-retirement mortality rates were based on the-Z010 Safety Employee mortality table with a

105.6% adjustment for males and 102.5% adjustnoerfemales, and with future improvement from the
base year of 2010 on a generational basis. Fothlyeahnuitants, post-retirement mortality rates ever

based on the Pub-2010 Safety Retiree Below-Mediaonhe Weighted mortality table with a 96.7%

adjustment for males and 96.0% adjustment for femaind with future improvement from the base year
of 2010 on a generational basis. For beneficiathes Pub-2010 General Retiree Below-Median Income
Weighted mortality table was used, unadjusted,vaitlal future improvement from the base year of 2010
on a generational basis. Disability rates were thasethe Pub-2010 Safety Disabled Retiree mortality
table with a 152.0% adjustment for males and 109&djustment for females, and with future

improvement from the base year of 2010 on a genesdtbasis. Mortality improvement is based on

Scale MP-2020.

The actuarial assumptions used in the July 1, 2@l3ation were based on the results of an actuarial
experience study for the period July 1, 2013 teeJ3M 2018.

Long-Term Expected Rate of Return

In accordance with State statute, the long-termeetqul rate of return on plan investments (7.0886
June 30, 2020) is determined by the Stateasurer, after consultation with the Directofshe
Division of Investments and Division of Pensionsl &@enefits, the board of trustees and the asiets.

The long-term expected rate of return wasem@ed using a building block method in whic
best-estimate ranges of expected future ratds of return (expected returns, net ofsmen plan
investment expense and inflation) are develoger each major asset class. These ranges are
combined to produce the long-term expected ratetafn by weighting the expected future real raties
return by the target asset allocation percentagegradding expected inflation. Best estimates of
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Long-Term Expected Rate of Return (continued)
arithmetic rates of return for each major asseisclacluded in PFRS's target asset allocation dsiré
30, 2020 are summarized in the following table:

Target Long-Term Expected

Asset Class Allocation__Real Rate of Return
Risk Mitigation Strategies 3.00% 3.40%
Cash Equivalents 4.00% 0.50%
U.S. Treasuries 5.00% 1.94%
Investment Grade Credit 8.00% 2.67%
High Yield 2.00% 5.95%
Private Credit 8.00% 7.59%
Real Assets 3.00% 9.73%
Real Estate 8.00% 9.56%
U.S. Equity 27.00% 7.71%
Non-U.S. Developed Markets Equity 13.50% 8.57%
Emerging Markets Equity 5.50% 10.23%
Private Equity 13.00% 11.42%
Total 100.00%

Discount Rate

The discount rate used to measure the foaision liability was 7.00% as of June 3@®0The
projection of cash flows used to determinke tdiscount rate assumed that plan member
contributions will be made at the current nmber contribution rates and that contributifnasn
employers and the non-employer contributing entitly be based on 78% of the actuarially determined
contributions for the State employer and 100% ofuadally determined contributions for local
employers. Based on those assumptions, the spliginiciary net position was projected to bellazée

to make projected future benefit payments afrrent plan members. Therefore, the long-term
expected rate of return on plan investments applied to projected benefit payments to determ
the total pension liability.
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NOTE 6 — PENSION OBLIGATIONS (CONTINUED)

Police and Firemen’s Retirement System (PFRS) (canued)

Sensitivity of the District's proportionate &8k of the Net Pension Liability to Changesthe
Discount Rate

The following presents the District's proportate share of the net pension liability ckted
using the discount rate as disclosed above, asagellhat the District’'s proportionate share of thet
pension liability would be if it were calctd@l using a discount rate that is 1-percenfagnt
lower (6.00%) or 1-percentage-point higher (8.0@8an the current rate:

At 1% At current At 1%
decrease discount rate increase

(6.00%) (7.00%) (8.00%0)
District's proportionate share of

the net pension liability $9,238,282 $6,947,152  $5,044,193

Deferred Compensation Plan

The Fire District has a deferred compensation plasher section 457(b) of the Internal Revenue Cdde o
1986, as amended, which was approved by the Stédew Jersey, Department of Community Affairs.
The purpose of this Plan is to provide an optidreiefit to employees whereby a designated amount of
the participant’s compensation is withheld each timdrom his paycheck and is then invested in tlae pl
according to the investments the employee selecfen.employee becomes a participant when he has
executed and entered into an agreement with théoge1p A participant must agree to defer a minimum
of twenty dollars per payroll period or such greamount as specified by the employee in his agesem
For 2020, the maximum amount deferred could noeedcthe lesser of $19,500 or 100% of normal
compensation. There was a catch-up contributiof6p00 allowed for those individuals who were age
50 and over. The agent providing administrativevises for the plan is The Variable Annuity Life
Insurance Company. Employee contributions for 2086 $38,280.

Defined Contribution Retirement Program

State of NJ 401(a) Plan

The Fire District also has a defined contributietirement program (“DCRP”) through the State of New
Jersey Division of Pension and Benefits coveredeursgction 401(a) of the Internal Revenue Code, as
amended. The purpose of this DCRP is to providetetieor appointed officials, who are eligible, wih
tax-sheltered, defined contribution retirement iénalong with life insurance and disability coage.
The District is responsible for enrolling an eligibelected or appointed official. When enrollede th
eligible official contributes 5.5% of the base sglto a tax-deferred investment account establishiéu
Prudential Financial, which jointly administers tAERP with the New Jersey Division of Pensions and
Benefits. Member contributions are matched by aesfployer contribution. Employer contributions for
2020 were $2,607. Employee contributions for 2020en$1,426.
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NOTE 7 — LONG-TERM LIABILITIES ASSOCIATED WITH PENS |IONS AND OPEB

During the fiscal year ended December 31, 2020fath@ving changes occurred in liabilities reporied
long-term liabilities:

Balance Accrued/ Retired/ Due within
12/3149 Increases Decreases Balance 12/320 one vyes
Netpension liability- PFRS/PERS  $6,309,041  $ 0  $107,799 $6,201,242  $ 0
Net OPEB liability 363,441 153,242 0 516,683 0
Total longterm liabilities $6,672,482 $153,242  $107,799 $6717,925 $ 0

NOTE 8 — LONG-TERM LIABILITIES

Obligation under Capital Lease

2012 Fire Rescue-Pumper

On March 6, 2012, Hamilton Township Fire Distriad.N2 adopted Resolution 2012-04 and awarded a bid
to Kovatch Mobile Equipment Corp. (“KME”) to builal new Fire Rescue-Pumper. On May 9, 2012, the
State of New Jersey, Division of Community Affaitscal Finance Board approved the financing for the
project. On July 13, 2012, Hamilton Township Firistiict No. 2 entered into a Master Municipal Lease
Agreement, Lease Number 08613, with Suntrust Eqeigrinance & Leasing Corp for the acquisition
of a 2012 KME Fire Rescue-Pumper.

The lease provides for annual payments in the atmafu$66,057.39 for ten (10) years beginning onilApr
1, 2013 and ending on April 1, 2022. The annua ddtinterest is 2.38%. The acquisition cost of the
rescue pumper with the lease was $585,597, natditay equipment for the vehicle of $6,390.

The KME Fire Rescue-Pumper was received by thaibist January 2013.

The lease payable principal balance at DecembeP@®) was $127,543. Interest expense for the year
ended December 31, 2020 was $4,501.

The following schedule reflects the amortizationtlod rescue pumper lease over the next five (5)syea
and thereafter:

Year Principd Interest Total

2021 $ 63,022 $3,035 $ 66,057
2022 64,521 1,535 66,056
Total $127,543 $4 570 $132,113
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NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS

State Health Benefit Local Government Retired Emplgees Plan

Plan Description

The State Health Benefit Local Government Retiratpbyees Plan (the Plan) is a cost-sharing muttiple
employer defined benefit other postemployment Ge(@®PEB) plan with a special funding situation. It
covers employees of local government employershthae adopted a resolution to participate in tlaa Pl
The plan meets the definition of an equivalentragesment as defined in paragraph 4 of GASB Statement
No. 75, Accounting and Financial Reporting for the Postemployment Benefits Other Than Pensions
(GASB Statement No. 75); therefore, assets arenaglated to pay associated benefits. For additional
information about the Plan, please refer to theeStd New Jersey (the State), Division of Pensiand
Benefits' (the Division) Comprehensive Annual FiciahReport (CAFR), which can be found at
https://www.state.nj.us/treasury/pensions/finanglorts.shtml.

The Plan provides medical and prescription drugecaye to retirees and their covered dependentseof t
employers. Under the provisions of Chapter 88, FAl4 and Chapter 48, P.L. 1999, local government
employers electing to provide postretirement mddiocaerage to their employees must file a resaotutio
with the Division. Under Chapter 88, local emplayelect to provide benefit coverage based on the
eligibility rules and regulations promulgated by thtate Health Benefits Commission. Chapter 48vallo
local employers to establish their own age andisereligibility for employer paid health benefits
coverage for retired employees. Under Chapter 8 employer may assume the cost of postretirement
medical coverage for employees and their dependdmis 1) retired on a disability pension; or 2)nexd

with 25 or more years of service credit in a Stateocally administered retirement system and #pleof
service of up to 25 years with the employer attitme of retirement as established by the employeB)
retired and reached the age of 65 with 25 or mesgsy/of service credit in a State or locally adstared
retirement system and a period of service of upstgears with the employer at the time of retiretraen
established by the employer; or 4) retired andhredcage 62 with at least 15 years of service vigh t
employer. Further, the law provides that the emgilogaid obligations for retiree coverage may be
determined by means of a collective negotiations&gent.

In accordance with Chapter 330, P.L. 1997, whictodified in N.J.S.A 52:14-17.32i, the State pr@ad
medical and prescription coverage to local poliffecers and firefighters, who retire with 25 yeak
service or on a disability from an employer whoslaet provide postretirement medical coverage. Loca
employers were required to file a resolution whie Division in order for their employees to qualiy
State-paid retiree health benefits coverage untdapt@r 330. The State also provides funding foreet
health benefits to survivors of local police offiseand firefighters who die in the line of duty end
Chapter 271, P.L.1989.

Pursuant to Chapter 78, P.L, 2011, future retiediggble for postretirement medical coverage whegeha
less than 20 years of creditable service on Jun2@BL will be required to pay a percentage ofcibet of
their health care coverage in retirement provideg tretire with 25 or more years of pension service
credit. The percentage of the premium for whichrdtegee will be responsible will be determined dxhs
on the retiree's annual retirement benefit and lefveoverage.

The funding policy for the OPEB plan is pay-as-ygny-therefore, there is no prefunding of the lidypil
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NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

Allocation Methodology

GASB Statement No. 75 requires participating em@isyin the Plan to recognize their proportionate
share of the collective net OPEB liability, colieet deferred outflows of resources, collective defé
inflows of resources, and collective OPEB expenBae special funding situation's and nonspecial
funding situation's net OPEB liability, deferredtftaws of resources, deferred inflows of resourcex]
OPEB expense are based on separately calculasdBEB liabilities. For the special funding siioat

the total OPEB liability for the year ended June 3020 was $157,260, while for the nonspecial fogdi
situation, the total OPEB liability was $359,42%heTnonspecial funding situation’s net OPEB liaiijlit
deferred outflows of resources, deferred inflowsesiources, and OPEB expense are further allotated
employers based on the ratio of the plan membess ohdividual employer to the total members of the
Plan's nonspecial funding situation during the measent period July 1, 2019 through June 30, 2020.
Employer and nonemployer allocation percentagese hlbgen rounded for presentation purposes;
therefore, amounts presented in the schedules esajt in immaterial differences.

Special Funding Situation

Under Chapter 330, P.L. 1997, the State shall payptemium or periodic charges for the qualifiechlo
police and firefighter retirees and dependents letpu80 percent of the premium or periodic charge f
the category of coverage elected by the qualifetdee under the State managed care plan or ahhealt
maintenance organization participating in the paogiproviding the lowest premium or periodic charge.
The State also provides funding for retiree he®émefits to survivors of local police officers and
firefighters who die in the line of duty under Chap271, P.L.1989.

Therefore, these employers are considered to bee $pecial funding situation as defined by GASB
Statement No. 75 and the State is treated as ammpboger contributing entity. Since the local
participating employers do not contribute undes tegislation directly to the plan, there is no G&EB
liability, deferred outflows of resources or deéstrinflows of resources to report in the financial
statements of the local participating employersitesl to this legislation. However, the notes to the
financial statements of the local participating émgprs must disclose the portion of the nonemployer
contributing entities' total proportionate sharetwd collective net OPEB liability that is assoeatwith

the local participating employer. The District is amployer in a special funding situation for theay
ended June 30, 2020.

At June 30, 2020 the State’s proportionate shatbeohet OPEB liability attributable to the Distrigas

.082325% of the total proportionate share of $53@2,132 or $4,496,841. The State of New Jersey’s
OPEB expense (revenue) related to the District$(a23,854).
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NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

Net OPEB Liability

The components of the collective net OPEB liabibfythe participating employers in the Plan, foe th
years ending December 31, 2020 and 2019 is asv®llo

12/3120 12/3149
July 1, 2019 rolled July 1, 2018 rolled
forward to June 30, forward to June 30,

Actuarial valuation date 2020 2019

Total OPEB liability $ 18,111,475228 $  13,819,244,582
Plan fiduciary nepositior 164,862,282 273,173,482
Net OPEB liability $ 17,946,612,946 $ 13,546,071,100

Plan fiduciary net position as a
percentage of the total OPEB

liability 8% 1.98%
District's portion of the Plan's total Net

OPBB liability 0.0028790000% 0.0026830000%
Total OPEB liability- District $ 521,429 $ 370,770
Plan fiduciary net positionDistrict 4,746 7,329
Net OFEB liability - District $ 516,683 $ 363,441
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NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

Net OPEB Liability (continued)

The total OPEB liability as of June 30, 2020 waktedrined by an actuarial valuation as of July 1120
which was rolled forward to June 30, 2020. The agal assumptions vary for each plan member
depending on the pension plan the member is edratle This actuarial valuation used the following
actuarial assumptions, applied to all periods ertteasurement:

Inflation rate 2.50%
Salary increases*:
Public Employees' Retirement System (PERS)
Initial fiscal year applied

Rate through 2026 2.00% to 6.00%

Rate thereafter 3.00% to 7.00%
Police and Firemen's Retirement System (PFRS)

Rate for all future years 3.25% to 15.25%

Mortality:
PERS Pub-2010 General classification headcourghtexl mortality with fully
generational mortality improvement projectiorani the central year using
Scale MP-2020

PFRS Pub-2010 Safety classification headcounghwed mortality with fully
generational mortality improvement projectiorani the central year using
Scale MP-2020

* Salary increases are based on years of servitewthe respective plan.

Actuarial assumptions used in the July 1, 2019 atédn were based on the results of the pensiorsplan
experience studies for which the members are é&hdidr coverage under this Plan — the Police and
Firemen Retirement System (PFRS) and the Publicl&reps’ Retirement System (PERS). The PFRS
and PERS experience studies were prepared foreaheds July 1, 2013 to June 30, 2018 and July 1,
2014 to June 30, 2018, respectively.

100% of active members are considered to partieipathe Plan upon retirement.

Health Care Trend Assumptions

For pre-Medicare medical benefits, the trend igalty 5.6% and decreases to a 4.5% long-term tratel
after seven years. For post-65 medical benefits atftual fully-insured Medicare Advantage trenesat
for fiscal year 2021 through 2022 are reflecteck Tates used for 2023 and 2024 are 21.83% and%3.53
respectively, trending to 4.5% for all future yedfsr prescription drug benefits, the initial trerade is
7.0% and decreases to a 4.5% long-term trend ftetesgven years.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

Discount Rate

The discount rate for June 30, 2020 was 2.21%. fHpgesents the municipal bond return rate as chose
by the State. The source is the Bond Buyer Go 20dBdunicipal Bond Index, which includes tax-
exempt general obligation municipal bonds with aerage rating of AA/Aa or higher. As the long-term
rate of return is less than the municipal bond, rétis not considered in the calculation of theadiunt
rate, rather the discount rate is set at the mpalidiond rate.

Sensitivity of the District’'s proportionate esb of the Net OPEB Liability to Changes tire
Discount Rate

The following presents the District's proportate share of the net OPEB liability aswiel30,
2020 calculated using the discount rate as disdlad®ve, as well as what the District’s proportiena
share of the net pension liability would bleiti were calculated using a discount ratatths 1-
percentage-point lower or 1-percentage-point higifian the current rate:

At current
At 1% decrease discount rate At 1% increase
(1.21%) (2.21%) (3.21%)
District's proportionate share of
the Sate of Nev Jersey’s net OPEB lidliy $ 610,828 $ 516,683 $ 442,158
State of New Jersey’s total net OPEB liab $21,216,688,254 $17,946,612,946 $15,358,051,000

Sensitivity of the District's proportionate ask of the Net OPEB Liability to Changes the
Healthcare Trend Rate

The following presents the District's proportate share of the net OPEB liability aswoifel30,
2020 calculated using the healthcare trend ratelisgdosed above, as well as what the District’'s
proportionate share of the net pension liabiktypuld be if it were calculated using a Itiezare
trend rate that is 1-percentage-point lower-pefcentage-point higher than the current rate:
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 9 - OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

Sensitivity of the District's proportionate ask of the Net OPEB Liability to Changes the
Healthcare Trend Rate (continued)

Healthcare cost

At 1% decrease trend rate At 1% increase
(1.21% (2.21%) (3.21%)
District's proportionate share of
the State of New Jersey’s @PEB liabilty $ 633,396 $ 516,683 $ 427,556

State of New Jersey’s total net G Eability $22,000,569,109 $17,946,612,946 $14,850,840,718

Collective Deferred Outflows/Deferred Inflows of $deirces

For the year ended December 31, 2020, the Distaignized OPEB expense of $16,792. At December
31, 2020, the District reported deferred outflows resources and deferred inflows of resesir
related to OPEB from the following sources:

Deferred Deferred

Outflows Inflows
of _of
Resources Resources
Changes of assumptions $ 77,280 $ 114,902
Net difference between expected autlial experience 13,609 96,216
Net difference between projected and actual easning
OPEB plan invetments 328 0
Changes in portion—employer specific 170,663 21,935

Total $ 261,880 $ 233,053
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

Collective Deferred Outflows/Deferred Inflows of ®eirces (continued)

Amounts reported as deferred outflows of resouaresdeferred inflows of resources related to OPEB
will be recognized in OPEB expense as follows:

Year Ended
June 30: OPEB

2021 $ (4,462)
2022 (2,106)
2023 (2,119)
2024 (2,146)
2025 (2,174)
Thereafter 41,832
$ 28,826
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2

Notes to the Financial Statements

December 31, 2020

NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

State Health Benefit Local Government Retired Emplgees Plan (continued)

OPEB Expense

The components of allocable OPEB expense for the geding June 30, 2020 are as follows:

Service cost

Interest on total OPEB liability
Expected investment return
Administrative expense
Changes of benefit terms

Current period recognition (amortization) of deéelr

inflows/outflows of resoures:

Differences between expected and actual experience

Changes of assumptions

Differences between projected and actual investraantings on

OPEB plan investments
Total OPEB expense

Changes in proportion — employer specific
Total OPEB expense with employer specific liability
Other adjustments — employer specific
District’s total OPEB expense at DecemB&;2020
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District's
proportionate
share
(.002879%)
of
the State of
State of New  New Jersey’s
Jersey’s OPEB OPEB

expense expense
$ 605,949,339 $§ 17445
497,444,533 14,321
(7,632,336) (220
9,913,267 285
1,034,142 30

(550,598,668) (15,853
(418,656,482) (12,053

4,535,144 96
$141,988,939 4,088
22,131

26219

(9.427

$ 16,792




HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 9 — OTHER POSTEMPLOYMENT BENEFITS (CONTINUED)

Postemployment sick pay compensation

Each employee receives 120 hours of sick time par.yUnused sick time may be accumulated toward
post-retirement payment. The calculation of accaedl time is based on an equation determined by the
Commissioners of Hamilton Township Fire District.N&y County of Mercer, State of New Jersey. It is
based upon number of years already worked and @ppate number of years to retirement for each
employee who has accumulated sick time. An howatg is determined and applied toward the unused
sick time. The result is divided in half to detenmithe amount of the final payment. The final pagtne
cannot exceed $16,000.

Based on accumulated sick days as of December(2D, 2he sick pay due employees under the terms
of the contract at death or retirement was $132,105

NOTE 10 — RISK MANAGEMENT

The District is exposed to various risks of loskatexl to torts; theft of, damage to, and destracbb
assets; errors and omissions; and natural disasters

Property and Liability Insurance
The District maintains commercial insurance coverfag property, liability and surety bonds.

NOTE 11 — DATE OF MANAGEMENT’S REVIEW

Subsequent events have been evaluated through dfghtd, 2022, which is the date the financial
statements were available to be issued. No substeguents were identified that required adjustntient
or disclosure within the financial statements.

NOTE 12 — LITIGATION

As of the date of this report there is no litigatigending which, if decided adversely to the Distwould
have a material impact on the District.

NOTE 13 — DEFICIT IN UNRESTRICTED NET POSITION

As reflected on the Statement of Net Position, fecilén unrestricted net position of ($7,668,74Kjisted

as of December 31, 2020. The primary cause ofdii€it was the recording of the long- term liatiés

for net pension liability and net OPEB liabilityn hccordance with full accrual accounting, whichhis
basis of accounting for the Statement of Net Rasjtsuch liabilities are required to be recordedhm
period in which they are incurred. However, in ademce with the rules and regulations that govieen t
District in the formulation of their annual budg@ension and OPEB liabilities that relate to future
services, or that are contingent on a specific egatside the control of the District and its enyges, are
funded in the period in which such services ar@eeed or in which such events take place. Thergfore
this deficit in unrestricted net position does malicate that the District is facing financial dfdlties.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to the Financial Statements
December 31, 2020

NOTE 14 — SUBSEQUENT EVENTS

COVID-19 Pandemic

The outbreak of the novel coronavirus (COVID-19¢ tWorld Health Organization declared as a
pandemic in March 2020 continues to spread througtiee United States and the entire world in 2021.
The District remained open throughout the pandeandt has continued to provide firefighting servites
the public. The duration and impact of the COVID-fp@ndemic, as well as the effectiveness of
government and central bank responses, remainsarad this time. It is not possible to reliablyireate
the duration and severity of these consequencegiefisas their impact on the financial position and
results of the District for future periods.

Consolidation:

On September 9, 2020, the New Jersey Departmentoohmunity Affairs Local Finance Board
unanimously approved a plan to consolidate Hamilfownship’s Fire Districts. The transition of fire
districts took effect on January 1, 2021. All fireuses throughout the Township remain open. Urger t
plan, the existing eight districts were dissolvdebreby creating one Township of Hamilton Fire
Department. It consists of both career and volunfeefighters. There is no expected change to the
number of officers and firefighters. However, thifge chiefs will be reclassified as deputy fireiafls,
one will become a battalion chief, and one firefeghmechanic will be reclassified as a firefighter.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Schedule of Revenues and Expenditures

Budget and Actual (Non-GAAP Budgetary Basis) - General Fund

For the Y ear Ended December 31, 2020

Variance with
Budgeted Amounts Final Budget
Positive
Origina Fina Actud (Negative)
Revenues:
Taxes $ 4332908 $ 4,332,908 $ 4,332,908 $ 0
Designated surplus 198,781 198,781 296,032 97,251
I nvestment income 9,000 9,000 6,764 (2,236)
Supplemental fire services grant 14,199 14,199 14,199 0
Hamilton Township pilot program 0 0 16,358 16,358
Miscellaneous income 0 0 13 13
Total Revenues 4,554,888 4,554,888 4,666,274 111,386
Expenditures:
General Government:
Salaries and wages $ 2,689,037 $ 2,689,037 $ 269158 $ (2,552)
Fringe benefits 1,169,043 1,169,043 1,136,796 32,247
Administration:
Advertising 750 750 0 750
Election expenses 2,000 2,000 2,234 (234)
Insurance 55,000 55,000 41,009 13,991
Office expenses 10,000 10,000 15,375 (5,375)
Professional fees 40,000 40,000 78,834 (38,834)
Total Administration 107,750 107,750 137,452 (29,702)
Operations:

Computers, software and maintenance 15,000 15,000 30,180 (15,180)
EMS supplies 4,000 4,000 3,877 123
Fire prevention 1,000 1,000 2,587 (1,587)
Materials and supplies 24,000 24,000 80,465 (56,465)
Memberships and dues 1,000 1,000 0 1,000
Rent - water and hydrant 300,000 300,000 298,904 1,096
Repairs and maintenance 85,000 85,000 108,028 (23,028)
Telephone 7,000 7,000 20,961 (13,961)
Training 10,000 10,000 26,510 (16,510)
Uniforms and personal equipment 33,000 33,000 14,036 18,964
Utilities 37,000 37,000 36,929 71
Volunteer fire company services 6,000 6,000 11,902 (5,902)
Total Operations 523,000 523,000 634,379 (111,379)
Total General Government 4,488,830 4,488,830 4,600,216 (111,386)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2

Schedule of Revenues and Expenditures

Budget and Actual (Non-GAAP Budgetary Basis) - General Fund
For the Y ear Ended December 31, 2020

Variance with
Budgeted Amounts Final Budget
Positive
Original Final Actual (Negative)
Capital Outlay
Payment of truck lease principal 61,557 61,557 61,557 0
Interest on lease for truck 4501 4501 4501 0
Total Capital Outlay 66,058 66,058 66,058 0
Total Expenditures 4,554,888 4,554,888 4,666,274 (111,386)
Excess of Revenues
Over Expenditures $ 0 $ 0 $ 0 $ 0

Reconciliation of Budget Basisto GAAP Basis:

Excess of Revenues Over Expenditures - Budget Basis  $ 0
Depreciation is not an outflow of a budgetary resource but is an expenditure for
financial reporting purposes (137,190)

Payment of principal on the capital |ease payable is an outflow of a budgetary
resource but is not an expenditure for financial reporting purposes 61,557

OPEB recovery reported in accordance with GASB 75 is an intflow for financial
reporting purposes but is not an inflow of a budgetary resource (16,792)

Pension expense reported in accordance with GASB 68 is an outflow for financial
reporting purposes but is not an outflow of a budgetary resource 38,038

Deficit of Revenues Over Expenditures- GAAPBasis $ (350,419)

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THESE FINANCIAL STATEMENTS.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Notes to Required Supplementary Information
For the Year Ended December 31, 2020

Budgets and Budgetary Controls

The District must adopt an annual budget in accueéavith N.J.S.A. 40A:14-78.1 et. al.

The fire commissioners must introduce and apprbeeannual budget no later than 25 days prior to the
third Saturday in February, with the adopted budgkftertised at least seven days prior to the sate d
regardless of when the annual fire district eleti® held. Upon introduction, the commissionerstfig
time and place for a public hearing on the budget must advertise the time and place at least ags d
prior to the hearing in a newspaper having subistlacitculation in the District. The public hearimgust

not be held less than twenty-eight days after e the budget was introduced. After the hearirg ha
been held, the fire commissioners may, by majate, adopt the budget. When the annual electiam is
November, the public no longer votes on approvirgfire district’s budget when it is within the thevy
guidelines issued by the NJ Department of Commuitairs.

Amendments may be made to the District budget @o@ance with N.J.S.A. 40A:14-78.3.
Fire districts have a prescribed budgetary basidetoonstrate legal compliance. However, budgets are
adopted on principally the same basis of accounitiiged for the preparation of the District’s éincial

statements. Each annual budget lapses at the ¢hd péar.

Public Employees’ Retirement System (PERS)

Basis of Presentation

The amounts presented in the Schedules were pteparaccordance with U.S. generally accepted
accounting principles. The numbers were derived iaport provided by KPMG dated June 4, 2021. The
full report is available by the State of Nedersey, Division of Pension and Benefitaicls
preparation requires management of PFRS to rmakember of estimates and assumptions relating
to the reported amounts. Due to the inhereniraaif these estimates, actual results could diften
those estimates.

Changes of Benefit Terms

The vesting and benefit provisions are set by NAJ.$A3:15A. PERS provides retirement, death and
disability benefits. All benefits vest afteent years of service, except for medical h&sjeihich
vest after 25 years of service or under the digglpitovisions of PERS.

Changes of Assumptions

Pre-retirement mortality rates were based on the-Z010 General Below-Median Income Employee
mortality table with an 82.2% adjustment for madesl 101.4% adjustment for females, and with future
improvement from the base year of 2010 on a gepedtbasis. Post-retirement mortality rates were
based on the Pub-2010 General Below-Median Incomalthly Retiree mortality table with a 91.4%
adjustment for males and 99.7% adjustment for femalnd with future improvement from the base year
of 2010 on a generational basis. Disability retieatrates used to value disabled retirees weredb@se
the Pub-2010 Non-Safety Disabled Retiree mort#édibje with a 127.7% adjustment for males and
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Public Employees’ Retirement System (PERS)

Changes of Assumptions (continued)

117.2% adjustment for females, and with future iowpment from the base year of 2010 on a
generational basis. Mortality improvement is base&cale MP-2020.

The actuarial assumptions used in the Jyl019 valuation were based on the resuftsam
actuarial experience study for the period Jdly2014 to June 30, 2018. It is likely thature
experience will not exactly conform to these assiong.

Police and Firemen’s Retirement System (PERS)

Basis of Presentation

The amounts presented in the Schedules were preparaccordance with U.S. generally accepted
accounting principles. The numbers were derived iaport provided by KPMG dated June 4, 2021. The
full report is available by the State of Nedersey, Division of Pension and Benefitsicls
preparation requires management of PFRS to rmakember of estimates and assumptions relating
to the reported amounts. Due to the inherentraaif these estimates, actual results could diften
those estimates.

Changes of Benefit Terms

The vesting and benefit provisions are set by NAJ.83:16A. PFRS provides retirement, death and
disability benefits. All benefits vest aftegnt years of service, except disability paymevitich vest
after four years of service.

Changes of Assumptions

Pre-retirement mortality rates were based on the-Z010 Safety Employee mortality table with a

105.6% adjustment for males and 102.5% adjustnoerfemales, and with future improvement from the

base year of 2010 on a generational basis. Fothlyeahnuitants, post-retirement mortality rates ever

based on the Pub-2010 Safety Retiree Below-Mediaonhe Weighted mortality table with a 96.7%

adjustment for males and 96.0% adjustment for femaind with future improvement from the base year
of 2010 on a generational basis. For beneficiathes Pub-2010 General Retiree Below-Median Income
Weighted mortality table was used, unadjusted,vaitlal future improvement from the base year of 2010
on a generational basis. Disability rates were thasethe Pub-2010 Safety Disabled Retiree mortality
table with a 152.0% adjustment for males and 109&djustment for females, and with future

improvement from the base year of 2010 on a gepeddtbasis. Mortality improvement is based on

Scale MP-2020.

The actuarial assumptions used in the July 1, 2@l9ation were based on the results of an actuarial
experience study for the period July 1, 2013 teeJd3®, 2018.
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State Health Benefit Local Government Retired Employees Plan (OPEB)

Basis of Presentation

The amounts presented in the Schedules were prepared in accordance with U.S. generally accepted
accounting principles. The numbers were derived in a report provided by KPMG dated January 28, 2022.
The full report is available by the State of New Jersey, Division of Pension and Benefits. Such
preparation requires management of the Plan to make a number of estimates and assumptions relating
to the reported amounts. Due to the inherent nature of these estimates, actual results could differ from
those estimates.

General Information about the OPEB Plan

The Plan provides medical and prescription drug coverage to retirees and their covered dependents of the
employers. Under the provisions of Chapter 88, P.L 1974 and Chapter 48, P.L. 1999, local government
employers electing to provide postretirement medical coverage to their employees must file a resolution
with the Division. Under Chapter 88, local employers elect to provide benefit coverage based on the
eligibility rules and regulations promulgated by the State Health Benefits Commission. Chapter 48 allows
local employers to establish their own age and service eligibility for employer paid health benefits
coverage for retired employees. Under Chapter 48, the employer may assume the cost of postretirement
medical coverage for employees and their dependents who: 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
service of up to 25 years with the employer at the time of retirement as established by the employer; or 3)
retired and reached the age of 65 with 25 or more years of service credit in a State or locally administered
retirement system and a period of service of up to 25 years with the employer at the time of retirement as
established by the employer; or 4) retired and reached age 62 with at least 15 years of service with the
employer. Further, the law provides that the employer paid obligations for retiree coverage may be
determined by means of a collective negotiations agreement.

In accordance with Chapter 330, P.L. 1997, which is codified in N.J.S.A 52:14-17.32i, the State provides
medical and prescription coverage to local police officers and firefighters, who retire with 25 years of
service or on a disability from an employer who does not provide postretirement medical coverage. Local
employers were required to file a resolution with the Division in order for their employees to qualify for
State-paid retiree health benefits coverage under Chapter 330. The State also provides funding for retiree
health benefits to survivors of local police officers and firefighters who die in the line of duty under
Chapter 271, P.L.1989.

Pursuant to Chapter 78, P.L, 2011, future retirees eligible for postretirement medical coverage who have
less than 20 years of creditable service on June 28, 2011 will be required to pay a percentage of the cost of
their health care coverage in retirement provided they retire with 25 or more years of pension service
credit. The percentage of the premium for which the retiree will be responsible will be determined based
on the retiree's annual retirement benefit and level of coverage.

The funding policy for the OPEB plan is pay-as-you-go; therefore, there is no prefunding of the liability.
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State Health Benefit Local Government Retired Employees Plan (OPEB) (continued)

Changes of Assumptions

The total OPEB liability as of June 30, 2020 was determined by an actuarial valuation as of July 1, 2019,
which was rolled forward to June 30, 2020. The actuarial assumptions vary for each plan member
depending on the pension plan the member is enrolled in. This actuarial valuation used the following
actuarial assumptions, applied to all periods in the measurement:

Inflation rate 2.50%
Salary increases™:
Public Employees' Retirement System (PERS)
Initial fiscal year applied

Rate through 2026 2.00% to 6.00%

Rate thereafter 3.00% to 7.00%
Police and Firemen's Retirement System (PFRS)

Rate for all future years 3.25%to 15.25%

Mortality:
PERS Pub-2010 General classification headcount weighted mortality with fully
generational mortality improvement projections from the central year using
Scale MP-2020

PFRS Pub-2010 Safety classification headcount weighted mortality with fully
generational mortality improvement projections from the central year using
Scale MP-2020

* Salary increases are based on years of service within the respective plan.

Actuarial assumptions used in the July 1, 2019 valuation were based on the results of the pension plans'
experience studies for which the members are eligible for coverage under this Plan — the Police and
Firemen Retirement System (PFRS) and the Public Employees' Retirement System (PERS). The PFRS
and PERS experience studies were prepared for the periods July 1, 2013 to June 30, 2018 and July 1,
2014 to June 30, 2018, respectively.

100% of active members are considered to participate in the Plan upon retirement.
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HAMILTON TOWNSHIP FIRE DISTRICT No. 2
Schedule of Supplemental Fire Services Grant Expenditure Report
For the Y ear Ended December 31, 2020

REVENUE
State of New Jersey Supplemental Fire Services Grant $ 14,199

Tota revenue $ 14,199

EXPENDITURES
Emergency equipment and fire gear $ 14,199

Tota expenditures $ 14,199
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DEPIETTO {5 DEPIETTO

ACCOUNTING AND TAX SERVICES

Independent Auditor's Report on Internal Contreér Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statets Performed
in Accordance witlGovernment Auditing Standards

To the Mayor, Administrator and Governing Body of
the Township of Hamilton

Hamilton Township Fire District No. 2

Hamilton, New Jersey

We have audited, in accordance with the auditingddrds generally accepted in the United States of
America and the standards applicable to financidlta contained itsovernment Auditing Standards
issued by the Comptroller General of the UnitedeStaand audit requirements as prescribed by the
Local Finance Board and by the Division of Localv&mment Services, Department of Community
Affairs, State of New Jersey, the financial statetaef the governmental activities and each major
fund of Hamilton Township Fire District No. 2 asafd for the year ended December 31, 2020, and
the related notes to the financial statements, whmlectively comprise Hamilton Township Fire
District No. 2's basic financial statements and éendssued our report thereon dated February 17,
2022.

Internal Control over Financial Reporting

In planning and performing our audit of the finat@tatements, we considered Hamilton Township
Fire District No. 2’s internal control over finaatireporting (internal control) to determine thelihu
procedures that are appropriate in the circumstaftrehe purpose of expressing our opinions on the
financial statements, but not for the purpose gfressing an opinion on the effectiveness of the
Hamilton Township Fire District No. 2’s internalrool. Accordingly, we do not express an opinion
on the effectiveness of the Hamilton Township Eligtrict No. 2's internal control.

A deficiency in internal control exists when the design or operation of a contassdnot allow
management or employees, in the normal coursertdrpging their assigned functions, to prevent or
detect and correct misstatements on a timely basisnaterial weakness is a deficiency, or
combination of deficiencies, in internal controlckuthat there is a reasonable possibility that a
material misstatement of the entity’s financialtetaents will not be prevented, or detected and
corrected on a timely basi#\ significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a nateveakness, yet important enough to merit
attention by those charged with governance.

Our consideration of internal control was for tireited purpose described in the first paragraph of
this section and was not designed to identify eflaiencies in internal control that might be mater
weaknesses or, significant deficiencies. GivendHasitations, during our audit we did not identify
any deficiencies in internal control that we coesitb be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance abouthehélamilton Township Fire District No. 2's

financial statements are free of material misstatgmwe performed tests of its compliance with
certain provisions of laws, regulations, contraansl grant agreements, noncompliance with which
could have a direct and material effect on therdatetion of financial statement amounts. However,
providing an opinion on compliance with those psisis was not an objective of our audit, and

DePietto & DePietto, LLC

88 Paddock Way

Holland, Pennsylvania 18966

Phone: (215) 579-2916

Fax: (215) 701-1854 -65-
Web: www.depietto.com




accordingly, we do not express such an opinion. rEselts of our tests disclosed no instances of
noncompliance or other matters that are requiredbeoreported undeGovernment Auditing
Standards.

We noted certain matters that we reported to manageof Hamilton Township Fire District No. 2
in a separate letter dated February 17, 2022.

Purpose of this Report

The purpose of this report is solely to describe $sope of our testing of internal control and
compliance and the results of that testing, andtmqirovide an opinion on the effectiveness of the
entity’s internal control or on compliance. Thipoet is an integral part of an audit performed in
accordance withGovernment Auditing Standards in considering the entity’s internal control and
compliance. Accordingly, this communication is Boitable for any other purpose.

DePietto <l DePietto, LLL

Holland, Pennsylvania
February 17, 2022
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This section identifies any material weaknesses sigdificant deficiencies in internal control and
instances of non-compliance related to the DecerBbeP020 financial statements that are required to
be reported in accordance witBovernment Auditing Sandards and with audit requirements as
prescribed by the Bureau of Authority Regulationvi§lon of Local Government Services, Department
of Community Affairs, State of New Jersey.

Section | - Summary of Audit Results

1. The auditor’s report expresses an unqualified opimn the financial statements of Hamilton
Township Fire District No. 2.

2. There were no material weaknesses identified agre tlvere no significant deficiencies reported
relating to the audit of the financial statemergtseported in the Report on Internal Control over
Financial Reporting and on Compliance and OthertédatBased on an Audit of Financial
Statements Performed in Accordance v@ibvernment Auditing Standards.

3. There were no instances of noncompliance or othatems reported relating to the audit of the
financial statements as reported in the Repornternal Control over Financial Reporting and on
Compliance and Other Matters Based on an Audit wfaricial Statements Performed in
Accordance withGovernment Auditing Standards.

Section Il — Financial Statement Findings — CurrentYear
None

Section Il = Financial Statement Findings - Curren Year Status of Prior Year Findings

None
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