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Independent Auditor’s Report

The Board of Commissioners
of Upper Township Fire District #4
Seaville, New Jersey

Report on the Financial Statements

We have audited the accompanying financial statements of the governmental activities and
each major fund of the Board of Commissioners of Upper Township Fire District #4, State of
New Jersey, as of and for the year ended December 31, 2012, and the related notes to the
financial statements, which collectively comprise the District's basic financial statements as
listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit.
We conducted our audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States.
Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the entity’s preparation and fair presentation of the
financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing and opinion on the effectiveness of the
entity's internal control. Accordingly, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of



integral part of an audit performed in accordance with Government Auditing Standards in
considering the Board of Commissioners of Upper Township Fire District #4 internal control
over financial reporting and compliance.

Ford Seott & Hoseciates, LLE

Ford Scott & Associates, LLC
June 7, 2013
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Management Discussion and Analysis

This section of the Upper Township Fire District #4’s (District’'s) annual financial report
presents management’'s analysis of the District’s financial condition and activities for the
year. This information should be read in conjunction with the financial statements.

Financial Highlights

The District's net position has increased as a result of an excess of revenues over
expenditures. Throughout 2012, the District continued its commitment to the safety and
protection of the residents of the District while attempting to curb expenditures without
compromising the safety and welfare of the residents of the District.  Overall,
management believes the District’s financial condition is strong. The following are key
financial highlights:

e Total assets at year-end were $9,022. Net position at year-end was $9,022.

e At year-end, unreserved, undesignated fund balance for the general fund was

$9,022, or 1.8% of total general fund expenditures.

Overview of Annual Financial Report

Management's Discussion and Analysis (MD&A) serves as an introduction to, and
should be read in conjunction with, the basic audited financial statements and
supplemental information. The MD&A represents management's examination and
analysis of the District's financial condition and performance. Summary financial
statement data, key financial and operational information were used for this analysis.

This annual report consists of a series of financial statements. The Statement of Net
Position and the Statement of Activities provide information about the activities of the
District as a whole and present a longer-term view of the District’s finances. Fund
financial statements tell how these services were financed in the short term as well as
what remains for future spending. The District's operations are conducted solely through
a general fund.

Reporting the District as a Whole

The Statement of Net Position and the Statement of Activities report information about
the District as a whole, these statements include all assets and liabilities using the full
accrual basis of accounting. All of the current year’s revenues and expenses are taken
into account when the revenue is earned or the expense is incurred. These two
statements report the District's net position and changes in them. One can think of the
District's net position, the difference between assets and liabilities, as one way to
measure the District's financial health, or financial position. Over time, increases or
decreases in the District’s net position are one indicator of whether its financial position
is improving or deteriorating. The reader will, however, need to consider other non-
financial factors, such as changes in the District’'s tax base, to assess the overall health
of the District.

The District’s activities are reported as governmental activities. The District is primarily
financed through the levying of property taxes.



The following is the summary of the changes in Net Position for the year ended

December 31:;

General Revenues:
Tax Levy
Interest

Total Revenue

Expenses:
Fire Protection

Insurance
Maintenance of Fire Equipment
Maintenance of Fire House
Utilities
Fire Contract
Fuel & Heater Maintenance
First Responder Program
Health & Wellness
Rental of Fire Equipment
Rental of Fire House

Rental of Personal Protective Equip.

Maintenance of Radio Equipment
Small Equipment Purchases
Computer Expenses

Hydrant Maintenance

Length of Service Awards Program

General and Administrative
Accounting Fees
Legal Fees
Elections

Total Expenses

Increase In Net Position

Governmental Fund Financial Analysis

Governmental funds and Trust Funds represent 100% of the District's funds; the District

has no enterprise funds.

2012 2011 $ Change % Change
$ 491,796 482,153 9,643 2%
1,441 1,383 58 4%
493,237 483,536 9,701 2%
37,893 32,381 5512 17%
49,405 52,658 (3,253) -6%
11,908 13,089 (1,181) -9%
11,919 27,575 (15,656) -57%
77,574 13,231 4,343 6%
5,990 9,332 (3,342) -36%
3,114 687 2,432 354%
12,009 9.609 2,400 25%
31,303 31,250 53 0%
151,462 151,462 - 0%
2,000 1,500 500 33%
20,405 1,688 18,717 1109%
38,606 39,007 (401) -1%
5,484 4,507 977 22%
6,774 6,709 65 1%
11,000 11,000 - 0%
4321 4,200 121 3%
5,850 6,097 (247) -4%
4,774 7,174 (2,400) -33%
491,796 483,156 8,640 2%
$ 1,441 380 1,061 -279%




Exhibit A

UPPER TOWNSHIP FIRE DISTRICT #4
STATEMENT OF NET POSITION
DECEMBER 31, 2012

ASSETS
Cash and cash equivalents $ 9,022
Total Assets 9,022
LIABILITIES
None

Total Liabilities -

NET POSITION
Invested in capital assets, net of related debt -
Unrestricted 9,022
Total Net Position $ 9,022

See Accompanying Notes to Financial Statements



UPPER TOWNSHIP FIRE DISTRICT #4

BALANCE SHEET

GOVERNMENTAL FUNDS
DECEMBER 31, 2012

ASSETS
Cash and cash equivalents

Total Assets

LIABLITIES AND FUND BALANCES
None

Total Liablities

FUND BALANCE
Unassigned

Total Liabilities and Fund Balances

See Accompanying Notes to Financial Statements

Exhibit C

General
Fund

9,022

9,022

9,022

9,022

10



UPPER TOWNSHIP FIRE DISTRICT #4

Exhibit E

STATEMENT OF REVENUE, EXPENDITURES, AND CHANGES IN FUND BALANCES

GOVERNMENTAL FUND
FOR THE YEAR ENDED DECEMBER 31, 2012

REVENUES
Property taxes
Interest

Total Revenues
EXPENDITURES
Cost of Operations and Maintenance
Administration

Total Expenditures
Excess of revenues over expenditures

Fund balance beginning

Fund balance ending

See Accompanying Notes to Financial Statements

General
Fund

$

491,796
1,441

493,237

476,851
14,945

491,796

1,441

7,581

$

9,022
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UPPER TOWNSHIP FIRE DISTRICT #4
STATEMENT OF FIDUCIARY NET ASSETS
FIDUCIARY FUNDS
DECEMBER 31, 2012
UNAUDITED

ASSETS!
Annuity - Contract Value

Total assets

LIABILITIES AND NET ASSETS

Net Assets
Held in Trust for LOSAP

Total Net Assets

Total liabilities and net assets

See Accompanying Notes to Financial Statements

Exhibit G

Expendable

Trust Fund

$ 88,529

88,529

88,529

88,529

$ 88,529
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Upper Township Fire District #4
Notes to Financial Statements
December 31, 2012

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Board of Commissioners of Upper Township Fire District #4 operates with an elected Board
of Commissioners. The District performs fire protection services in the Township of Upper, Cape
May County, New Jersey.

The financial statements of the Board of Commissioners of Upper Township Fire District #4 (the
“District”), have been prepared in conformity with generally accepted accounting principles
(GAAP) as applied to governmental units. The Governmental Accounting Standards Board
(GASB) is responsible for establishing GAAP for state and local governments through its
pronouncements (Statements and Interpretations). The more significant accounting policies
established in GAAP and used by the District are discussed below.

A. Reporting Entity

The District is an instrumentality/subordinate entity of the State of New Jersey, established to
function as a taxing entity to provide fire suppression in the Seaville area of Upper Township.
The Board consists of five (5) elected officials and is responsible for the fiscal control of the
District. A secretary and treasurer are appointed by the Board and are responsible for the
administrative control of the District.

The District is not a component unit of any other financial reporting entity nor does the Fire
District have any component units to be presented in accordance with Governmental
Accounting Standards Board Statement No. 34.

B. Basic Financial Statements -Government-Wide Statements

The District's basic financial statements include both government-wide (reporting the District as
a whole) and fund financial statements (reporting the District's major funds). Both the
government-wide and fund financial statements categorize primary activities as either
governmental or business type. The District has no business type activities. In the government-
wide Statement of Net Position, the governmental column (a) is presented on a consolidated
basis by column, (b) and is reported on a full accrual, economic resource basis, which
recognizes all long-term assets and receivables as well as long-term debt and obligations. The
District’s net position is reported in three parts—invested in capital assets, net of related debt,
restricted and unrestricted net assets.

The government-wide Statement of Activities reports both the gross and net cost of each of the
District’s functions. The functions are also supported by general government revenues. The
Statement of Activities reduces gross expenses (including depreciation) by related program
revenues, operating and capital grants. Program revenues must be directly associated with the
function. Operating grants include operating-specific and discretionary (either operating or
capital) grants. The net costs (by function) are normally covered by general revenue (property
taxes, intergovernmental revenues, interest income, etc). The District does not allocate indirect
costs.

This government-wide focus is more on the sustainability of the District as an entity and the
change in the District's net position resulting from the current year's activities.

15



Upper Township Fire District #4
Notes to Financial Statements
December 31, 2012

2. Capital Assets:

Capital assets purchased or acquired are reported at historical cost or estimated historical cost.
Contributed assets are reported at fair market value as of the date received. Additions,
improvements and other capital outlays that significantly extend the useful life of an asset are
capitalized. Other costs incurred for repairs and maintenance are expensed as incurred.

3. Revenues:

Substantially all governmental fund revenues are accrued. Property taxes are billed and
collected within the same period in which the taxes are levied. Subsidies and grants to
proprietary funds, which finance either capital or current operations, are reported as non-
operating revenue based on GASB No. 33. In applying GASB No. 33 to grant revenues, the
provider recognizes liabilities and expenses and the recipient recognizes receivables and
revenue when the applicable eligibility requirements, including time requirements, are met.
Resources transmitted before the eligibility requirements are met are reported as advances by
the provider and deferred revenue by the recipient.

4. Expenditures:
Expenditures are recognized when the related fund liability is incurred. Inventory costs are
reported in the period when inventory items are purchased.

F. Budgets/Budgetary Control

Annual appropriated budgets are prepared each year for the general fund. The budgets are
submitted to the Bureau of Authority Regulations Division of Local Government Services and
are voted upon at the annual District's election. Budgets are prepared using the modified
accrual basis of accounting. The legal level of budgetary control is established at line item
accounts within each fund. All budget transfers must be approved by resolution of the Fire
Commissioners, as well as the State of New Jersey. No significant budget transfers were made
during the year.

Formal budgetary integration into the accounting system is employed as a management control
device during the year which complies with generally accepted accounting principles.
Encumbrance accounting is also employed as an extension of formal budgetary integration in
the government fund types. Unencumbered appropriations lapse at fiscal year end.

G. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting
principles requires management to make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

H. Recent Accounting Pronouncements Not Yet Effective

In November 2010, the Governmental Accounting Standards Board (GASB) issued Statement
No. 61 “The Financial Reporting Entity: Omnibus an amendment of GASB Statements No. 14
and No. 34”. The purpose of the statement is to amend the criteria for reporting and including
component units with the primary government. This statement, which is effective for fiscal
periods beginning after June 15, 2012, is not anticipated to have any effect on the District’s
financial reporting.
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THE BOARD OF COMMISSIONERS OF UPPER TOWNSHIP FIRE DISTRICT #4
SCHEDULE OF FINDINGS AND RESPONSES
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2012
Schedule of Financial Statement Findings

Finding 12-1
Criteria;

Entities are required to employ or contract an individual or consultant with sufficient knowledge
and experience to accurately prepare a complete set of financial statements, including related
disclosures.

Condition:

The District was unable to provide a complete set of financial statements, including related
disclosures.

Cause:

The District does not currently employ or contract with an individual or consultant with the
knowledge and experience to prepare a complete set of financial statements, including related
disclosures.

Effect:
District personnel are unable to provide the governing body with year end financial reports,
including related disclosures; that are in compliance with generally accepted accounting

principles.

Recommendation:

That District personnel receive additional training in financial statement preparation, including all
related disclosures.

Management Response

Management has determined that it is not cost effective to have individuals trained to prepare
financial statements and related disclosures.
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INDEPENDENT ACCOUNTANT'S REVIEW REPORT

To the Program Sponsor of the Township of Upper Fire District #4
Length of Service Award Program (LOSAP)

We have reviewed the accompanying statements of net assets available for benefits of the
Township of Upper Fire District #4 Length of Service Award Program (LOSAP) as of December
31, 2012 and 2011, and the related statement of changes in net assets available for benefits for
the years then ended. A review includes primarily applying analytical procedures to
management's financial data and making inquires of the plan administrator. A review is
substantially less in scope than an audit, the objective of which is the expression of an opinion
regarding the financial statements as a whole. Accordingly, we do not express such an opinion.

The plan administrator is responsible for the preparation and fair presentation of the financial
statements in accordance with the accounting principles generally accepted in the United States
of America and for designing, implementing, and maintaining internal control relevant to the
preparation and fair presentation of the financial statements.

Our responsibility is to conduct the review in accordance with Statements on Standards for
Accounting and Review services issued by the American Institute of Certified Public
Accountants. Those standards require us to perform procedures to obtain limited assurance
that there are no material modifications that should be made to the financial statements. We
believe that the results of our procedures provide a reasonable basis for our report.

Based on our review, we are not aware of any material modifications that should be made to the

accompanying financial statements in order for them to be in conformity with accounting
principles generally accepted in the United States of America.

Ford - Seott & Hosaciatee, LLE

Ford-Scott & Associates, LLC
Certified Public Accountants

May 17, 2013



Length of Service Award Program (LOSAP)
Township of Upper Fire District #4

Notes to Financial Statements

December 31, 2012 and 2011

active markets for identical assets and have the highest priority, and Level 3 inputs have
the lowest priority. Length of Service Award Program (LOSAP) of Township of Upper
Fire District #4 uses appropriate valuation techniques based on the available inputs to
measure the fair value of its investments. When available, Length of Service Award
Program (LOSAP) of Township of Upper Fire District #4 measures fair value using Level
2 inputs. No Level 1 or 3 inputs were available to Length of Service Award Program
(LOSAP) of Township of Upper Fire District #4 in years ended December 31, 2012 and
2011.

Level 2 Fair Value Measurements

The fair value of the equity securities is based on quoted prices of similar assets in a
non-active market held by Length of Service Award Program (LOSAP) of Township of
Upper Fire District #4 at year-end.

NOTE E—PARTICIPANT-DIRECTED INVESTMENTS

Information about the net assets and the significant components of the changes in net
assets relating to the participant-directed investments is as follows:

December 31, December 31,

Change in Net Assets: 2012 2011
Contributions $ 11,000 16,941
Administration Expenses (500) (450)
Benefits Paid to Participants 11,395 0
Investment Earnings 2,728 2,387

$ 1,833 18,878

NOTE F—PROGRAM TERMINATION

The Fire District Resolution and the enabling legislation do not have any provisions for
program termination.

NOTE G—TAX STATUS

The LOSAP was established as a Deferred Compensation Plan pursuant to Section 457
of the Internal Revenue Code (IRC) of 1986, as amended, except for specific provisions
added by reason of the LOSAP as enacted into federal law in 1997. The establishment
of this LOSAP also complies with New Jersey Public Law 1997, Chapter 388 and the
LOSAP Document.

Under the terms of an IRC Section 457 deferred compensation plan, all deferred
compensation and income attributable to the investment of the deferred compensation
amounts held by the financial institution, until paid or made available to the employees or
beneficiaries, are the property of the Township of Upper Fire District #4 subject only to
the claims of the District's general creditors. In addition, the participants in the plan have
rights equal to those of the general creditors of the District, and each participant's rights
are equal to his or her share of the fair market value of the plan assets.
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