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3Soarb of fire Conunitiotoner# 
Fire District #2 
1 Rainbow trail 

Denville, NJ 07834 

To the Board of Fire Commissioners 
Parsippany-Troy Hills Fire District #2 
Township of Parsippany 
Parsippany, New Jersey 

Dear Fire Commissioners: 

The annual financial report of the Parsippany-Troy Hills Fire District #2 (the "District") for the year 
ended December 31, 2017 is hereby submitted. Responsibility for both the accuracy of the data and 
completeness and fairness of the presentation, including all disclosures, rests with the management of 
the District. To the best of our knowledge and belief, the data presented in this report is accurate in all 
material respects and is reported in a manner designed to present fairly the financial position and results 
of operations of the general fund of the District. All disclosures necessary to enable the reader to gain 
an understanding of the District's financial activities have been included. 

The comprehensive annual financial report is presented in five sections: introductory, financial, 
supplementary information, Government Auditing Standards and comments and recommendation. The 
introductory section includes this transmittal letter and a list of the District's principal officials. The 
financial section includes the financial statements, the Management's Discussion and Analysis as well 
as the auditors' report thereon. The auditor's reports on internal control and compliance with applicable 
laws, regulations, contracts and grants along with the schedule of findings and responses, are included 
in the Government Auditing Standards section of this report. 

REPORTING ENTITY AND ITS SERVICES  

The Parsippany-Troy Hills Fire District #2 is an independent reporting entity within the criteria adopted 
by the. Governmental Accounting Standards Board ("GASB") in codification section 2100. All funds 
of the District are included in this report. 

The Fire District #2, Township of Parsippany is a public body corporate and politic of the State of. New 
Jersey governed by five members elected by the registered voters of the District, 

The District was created pursuant to New Jersey Title 40A municipalities 40A:14-70. The District is 
an instrumentality of the Township of Parsippany, State of New Jersey, established to function as a fire 
district, to provide for fire and rescue services to the Township's citizens. The District consists of elected 
officials and is responsible for the fiscal control of the District. A Chairman is appointed by the District 
and is responsible for the administrative control of the District. 
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Parsippany-Troy Hills Fire District #2 
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INTERNAL ACCOUNTING CONTROLS: 

Management of the District is responsible for establishing and maintaining an internal control system 
designed to ensure that the assets of the District are protected from loss, theft or misuse, and to ensure 
that adequate accounting data is compiled to allow for the preparation of financial statements in 
conformity with generally accepted accounting principles (GAAP). The internal control system is 
designed to provide reasonable, but not absolute, assurance that these objectives are met. The concept 
of reasonable assurance recognizes that (1) the cost of a control should not exceed the benefits likely 
to be derived; and (2) the valuation of costs and benefits requires estimates and judgments by 
management. 

BUDGETARY CONTROLS:  

In addition to internal accounting controls, the District maintains budgetary controls. The objective of 
these budgetary controls is to ensure compliance with legal provisions embodied in the annual 
appropriated budget approved by the voters of the District. An annual appropriated budget is adopted 
for the general fund. The final budget amount as amended for the fiscal year is reflected in the 
supplementary information section. 

ACCOUNTING SYSTEM AND REPORTS:  

The District's accounting records reflect generally accepted accounting principles (GAAP), as 
promulgated by the Governmental Accounting Standards Board (GASB). The accounting system of the 
District is organized on the basis of funds. The applicable fund is explained in "Notes to the Financial 
Statements," Note 1. 

CASH MANAGEMENT:  

The investment policy of the District is guided in large part by state statute as detailed in "Notes to the 
Financial Statements", Note 2. The District has adopted a cash management plan which requires it to 
deposit public funds in public depositories protected from loss under the provisions ofthe Governmental 
Unit Deposit Protection Act ("GUDPA"). GUDPA was enacted in 1970 to protect Governmental Units 
from a loss of funds on deposit with a failed banking institution in New Jersey. The law requires 
governmental units to deposit public funds only in public depositories located in New Jersey, where the 
funds are secured in accordance with the Act. 

RISK MANAGEMENT:  

The District carries various forms of insurance; including but not limited to general liability, excess 
liability, automobile liability and comprehensive/collision, hazard and theft insurance on property, and 
fidelity bonds. 

2 



Board of Fire Commissioners 
Parsippany-Troy Hills Fire District #2 
Page 2 

OTHER INFORMATION:  

Independent Audit - State statutes require an annual audit by independent certified public accountants 
or registered municipal accountants. The accounting firm of Fetraioli, Wielkotz, Cerullo & Cuva was 
selected by the District. The auditors' report on the financial statements is included in the financial 
section of this report. 

ACKNOWLEDGEMENTS: 

We would like to express our appreciation to the members of the Commission of Fire District #2 
Township of Parsippany for their concern in providing fiscal accountability to the citizens of the 
Township of Parsippany and thereby contributing their full support to the development and maintenance 
of our financial operation. The preparation of this report could not have been accomplished without the 
efficient and dedicated services of our financial and accounting staff. 

Respectfully submitted, 

Donal• Denise George Appel 
Chairman Treasurer 
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INDEPENDENT AUDITOR'S REPORT  

Honorable Chaiiinan and Members 
of the Board of Fire Commissioners 

Township of Parsippany-Troy Hills Fire District Number 2 
County of Morris, New Jersey 

Report on the Financial Statements 

We have audited the accompanying financial statements of the governmental activities and the major 
fund of the Parsippany-Troy Hills Fire District #2, (the "Fire District") as of and for the year ended 
December 31, 2017, and the related notes to the financial statements, which collectively comprise the 
basic financial statements as listed in the foregoing 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. 

Auditors' Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit. We conducted 
our audit in accordance with auditing standards generally accepted in the United States of America, 
audit requirements prescribed by the Division of Local Government Services, Department of 
Community Affairs, State of New Jersey (the "Division"), 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 Fire 
District's preparation and fair presentation of the financial statements in order to design audit procedures 
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the Fire District's internal control. Accordingly, we express no such opinion. An audit 
also includes evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall presentation 
of the financial statements. 
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We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for 
our audit opinions. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the Management's 
Discussion and Analysis as listed in the table of contents be presented to supplement the financial 
statements. Such information, although not a part of the basic financial statements, is required by the 
Governmental Accounting Standards Board who considers it to be an essential part of financial reporting 
for placing the financial statements in an appropriate operational, economic, or historical context. We 
have applied certain limited procedures to the required supplementary information in accordance with 
auditing standards generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information for 
consistency with management's responses to our inquiries, the basic financial statements, and other 
knowledge we obtained during our audit of the basic financial statements. We do not express an opinion 
or provide any assurance on the information because the limited procedures do not provide us with 
sufficient evidence to express an opinion or provide any assurance. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Fire District's financial statements. The supplementary information schedules 
listed in the table of contents are presented for purposes of additional analysis and are not a required part 
of the financial statements. 

The supplementary information schedules are the responsibility of management and were derived from 
and relate directly to the underlying accounting and other records used to prepare the basic financial 
statements. Such information has been subjected to the auditing procedures applied in the audit of the 
basic financial statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the basic financial 
statements or to the basic financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America. In our opinion, the 
supplementary information schedules are fairly stated, in all material respects, in relation to the basic 
financial statements as a whole. 

The introductory section has not been subjected to the auditing procedures applied in the audit of the 
basic financial statements, and accordingly, we do not express an opinion or provide any assurance on 
it. 
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Other Reporting Required by Government Auditing Standards 

In accordance with Governmental Auditing Standards, we have also issued our report dated April 16, 
2018 on our consideration of the Township of Parsippany-Troy Hills Fire District # 2's internal control 
over financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, grant agreements and other matters. The purpose of that report is to describe the scope of our 
testing of internal control over financial reporting and compliance and the results of that testing, and not 
to provide an opinion on the internal control over financial reporting or on compliance. That report is 
an integral part of an audit performed in accordance with Governmental Auditing Standards and should 
be read in considering the District's internal control over financial reporting and compliance. 

7ondidel, 711c:e&4, emit& eaves, 
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A. 
Certified Public Accountants 
Newton, New Jersey 

April 16, 2018 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2 

Management's Discussion and Analysis 
For the Fiscal Year Ended December 31, 2017 

(UNAUDITED) 

Our discussion and analysis of the Township of Parsippany-Troy Hills Fire District Number 2's 
financial activities for the year ended December 31, 2017. Please read it in conjunction with the 
District's financial statements. 

FINANCIAL HIGHLIGHTS 

1. The District's net position increased $74,010.34 as a result of this year's operations or 3.99 
percent. 

2. Total cost of all of the District's programs was $253,590.21 in 2017 compared to $260,737.87 
in 2016. 

3. During the year, the District had expenses for governmental activities that were $74,010.34 less 
than the $327,600.55 generated in tax and other revenues. 

USING THIS ANNUAL REPORT 

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 on the District's finances. For governmental activities, these statements tell how 
these services were financed in the short term as well as what remains for future spending. Fund 
financial statements also report the District's operation in more detail than the government-wide 
statements by providing information about the District's most financially significant funds 

Reporting the District as a Whole 

The Statement of Net Position and the Statement of Activities 

One of the most important questions asked about the District's finances is "Is the District as a whole 
better off or worse off as a result of the year's activities?" The Statement of Net Position and the 
Statement of Activities report information about the District as a whole and about its activities in a way 
that helps answer this question. These statements include all assets and liabilities using the accrual 
basis of accounting, which is similar to the accounting used by most private-sector companies. Accrual 
of the current year's revenues and expenses are taken into account regardless of when cash is received 
or paid. 

These two statements report the District's net position and changes in them. You 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 whether its financial health is improving or deteriorating. You will need to consider 
other nonfinancial factors, however, such as changes in the District's property tax base, and the 
condition of the District's capital assets to assess the overall health of the District. 
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In the Statement of Net Position and the Statement of Activities, we divide the District into two kinds 
of activities: 

• Governmental activities: most of the District's basic services are reported here, including 
general administration. Local taxes, fees, and state aid finance most of these activities. 

• Business-type-activities: the District has no proprietary funds. 

Reporting the District's Most Significant Funds 

Fund Financial Statements 

The fund financial statements provide detailed information about the most significant funds-not the 
District as a whole. Some funds are required to be established by State law. 

Governmental funds: most of the District's basic services are reported in governmental funds, which 
focus on how money flows into and out of those funds and the balances left at year-end that are 
available for spending. These funds are reported using an accounting method called modified accrual 
accounting, which measures cash and all other financial assets that can readily be converted to cash. 
The governmental fund statements provide a detailed short-term view of the District's general 
government operations and the basic services it provides. Governmental fund information helps one 
determine whether there are more or fewer financial resources that can be spent in the near future to 
finance the District's programs. We describe the relationship (or differences) between governmental 
activities (reported in the Statement of Net Position and the Statement of Activities) and governmental 
funds in a reconciliation. 

Notes to the Basic Financial Statements: The notes provided additional infoiination that is essential 
for a full understanding of the data provided in the government-wide and fund financial statements. 



Major Features of 
Township of Parsippany-Troy Hills 

Fire District Number 2 
Fund Financial Statements 

(Figure A-1) 
Fund Statements 

Government wide Governmental 
Statements Funds 

Scope Entire District (except 
fiduciary funds) 

The activities of the District that 
are not proprietary or fiduciary. 

Required financial 
statements 

Statement of net position 

Statement of activities 

Balance sheet 

Statement of revenues, 
expenditures, and changes in fund 
balance 

Accounting basis and 
measurement focus 

Accrual accounting and 
economic resources focus 

Modified accrual accounting and 
current financial resources focus 

Type of asset/liability 
information 

All assets and liabilities, 
both financial and capital, 
and short-term and long 
term. 

Only assets expected to be used 
up and liabilities that come due 
during the year or soon thereafter; 
no capital assets included. 

Type of inflow/outflow 
information 

All revenues and expenses 
during the year, 
regardless of when cash is 
received or paid. 

Revenues for which cash is 
received during or soon after the 
end of the year; expenditures 
when goods or services have been 
received and payment is due 
during the year or soon thereafter. 

FINANCIAL ANALYSIS OF THE DISTRICT AS A WHOLE 

The District's net assets changed from a year ago, increasing from $1,854,290.61 to $1,930,629.95. 
Looking at the net position and net expenses of governmental activities, different stories emerge. Our 
analysis below focuses on the net position (Table 1) and changes in net position (Table 2) of the 
District's governmental activities as of December 31. 
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Table 1 
Net Position 

Governmental 
Activities 

Total 
Primary Government 

2017 2016 2017 2016 

Current and Other Assets $ 596,387.63 $493,398.49 $ 596,387.63 $493,398.49 
Capital Assets 1,334,242.32 1,360,892.12 1,334,242.32 1,360,892.12 

Total Assets 1,930,629.95 1,854,290.61 1,930,629.95 1,854,290.61 

Accounts Payable 2,329.00 2,329.00 

Net Position: 
Net Investment in Capital Assets 1,334,242.32 1,360,892.12 1,334,242.32 1,360,892.12 
Restricted 498,204.24 401,398.94 498,204.24 401,398.94 
Unassigned 95,854.29 91,999.55 95,854.29 91,999.55 

Total Net Position $1,928,300.85 $1,854,290.61 $1,928,300.85 $1,854,290.61 

• Net position of the Districts governmental activities increased $74,010.34 or 3.99 percent. 
• Unassigned net position, the part of net position that can be used to finance day-to-day operations 

without constraints established by debt covenants, enabling legislation, or other legal requirements 
- increased $3,854.74 

• Restricted net position increased by $96,805.30 due to revenues exceeding expenditures, and interest 
income. 

• The net investment in capital assets decreased $26,649.80 mostly due to depreciation. 

Table 2 
Changes in Net Position 

Governmental 
Activities 

Total 
Primary Government 

2017 2016 2017 2016 
Revenues 
General Revenues: 
Property Taxes $319,671.00 $285,500.00 $319,671.00 $285,500.00 
Interest and Investment Earnings 3,337.27 3,062.19 3,337.27 3,062.19 
Other General Revenues 4,592.28 14 858.19 4,592.28 14,858.19 

Total Revenues 327,600.55 303,420.38 327,600.55 303,420.38 

Program Expenses, 
Including Indirect Expenses 

Administration: 
Salaries 11,150.00 11,150.00 11,150.00 11,150.00 
Other Expenses 37,452.44 45,324.99 37,452.44 45,324.99 

Cost of Providing Services: 
Other Expenses 204,987.77 204,262.88 204,987.77 204,262.88 

Total Expenses 253,590.21 260,737.87 253,590.21 260,737.87 

Increase/(Decrease) 
in Net Position $74,010.34 $42,682.51 $74,010.34 $42,682.51 
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Table 3 
Governmental Activities 

Revenues by Source: 2017 2016 Change % Change 
Local Sources: 

Local Tax Levy $319,671.00 $285,500.00 $34,171.00 11.97% 
Interest on Investment 3,337.27 3,062.19 275.08 8.98% 
Miscellaneous 4,592.28 14,858.19 (10,265.91) (69.09)% 

Total - Local Sources 327,600.55 303,420.38 24,180.17 7.97% 

Total Revenues $327,600.55 $303,420.38 $24,180.17 7.97% 

Expenditures by Function: 
Administration: 

Salaries $ 11,150.00 $ 11,150.00 $ -0-% 
Other Expenses 37,452.44 30,780.88 6,671.56 21.67% 

Cost of Providing Services: 
Other Expenses 132,629.04 158,465.75 (25,836.71) (16.30)% 

Capital Outlay 45,708.93 14,363.48 31 345.45 218.23% 

Total Expenditures $226,940.41  $214,760.11  $12,180.30  5.67%  

Table 4 
Capital Assets 

Net Investment in Capital Assets at Year-End 

Governmental 
Activities 

2017 2016 
Totals 

2017 2016 

Building and Improvements $ 538,977.17 $ 538,977.17 $ 538,997.17 $ 538,977.17 
Machinery and Equipment 2,039,445.52 1,993,736.59 2,039,445.52 1,993,736.59 

Subtotal 2,578,422.69 2,532,713.76 2,578,422.69 2,532,713.76 

Accumulated Depreciation (1,244,180.37) (1,171,821.64) (1,244,180.37) (1,171,821.64) 

Total Net Position $1,334,242.32 $1,360,892.12 $1,334,242.32 $1,360,892.12 

BUDGETS 

There were no significant variances between the originally adopted budget and revised budget for the 
year 2017. 
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CONTACTING THE DISTRICT'S FINANCIAL MANAGEMENT 

This financial report is designed to provide our citizens, taxpayers, customers, and investors and 
creditors with a general overview of the District's finances and to show the District's accountability for 
the money it receives. If you have questions about this report or need additional financial infoimation, 
contact the Board of Commissioners, Township of Parsippany-Troy Hills Fire District Number 2, 1 
Rainbow Trail, Denville, New Jersey 07834. 
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REQUIRED SUPPLEMENTARY INFORMATION 

PART 1 



Exhibit A-1 
TOWNSHIP OF PARSIPPANY-TROY HILLS 

FIRE DISTRICT NUMBER 2 
STATEMENT OF NET POSITION 

FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

ASSETS 

Governmental 
Activities Total 

Cash and Cash Equivalents $ 596,387.63 $ 596,387.63 
Capital Assets, Net 1,334,242.32 1,334,242.32 

Total Assets 1,930,629.95 1,930,629.95 

LIABILITIES 
Accounts Payable 2,329.00 2,329.00 

Total Liabilities 2,329.00 2,329.00 

NET POSITION 
Net Investment in Capital Assets 1,334,242.32 1,334,242.32 
Restricted for: 

Capital Projects 498,204.34 498,204.34 
Unassigned 95,854.29 95,854.29 

Total Net Position $ 1,928,300.95 $ 1,928,300.95 

The accompanying Notes to Basic Financial Statements are an integral part of this statement. 
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Exhibit B-1 
TOWNSHIP OF PARSIPPANY-TROY HILLS 

FIRE DISTRICT NUMBER 2 
BALANCE SHEET 

GOVERNMENTAL FUNDS 
FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

Capital Total 
General Projects Governmental 

Fund Fund Funds  

ASSETS 
Cash and Cash Equivalents $ 98,183.29 $ 498,204.34 $ 596,387.63 

Total Assets 98,183.29 498,204.34 596,387.63 

LIABILITIES AND FUND BALANCES 
Liabilities: 

Accounts Payable 

Total Liabilities 

Fund Balances: 
Restricted for: 

Capital Projects Fund 
Unassigned, reported in: 

General Fund 

Total Fund Balances 

Total Liabilities and Fund Balances  

$ 2,329.00 $ 2,329.00 

2,329.00 2,329.00 

498,204.34 498,204.34 

95,854.29 95,854.29 

95,854.29 498,204.34 594,058.63 

$ 98,183.29 $ 498,204.34  

Amounts reported for governmental activities in the statement of 

net position (A-1) are different because: 

Capital assets used in governmental activities are not financial 
resources and therefore are not reported in the funds. The cost 
of the assets is $2,578,422.69 and the accumulated depreciation 
is $1,244,180.37. 1,334,242.32 

  

Net Position of Governmental Activities $ 1,928,300.95  

The accompanying Notes to Basic Financial Statements are an integral part of this statement. 
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Exhibit B-2 
TOWNSHIP OF PARSIPPANY-TROY HILLS 

FIRE DISTRICT NUMBER 2 
STATEMENT OF REVENUES, EXPENDITURES, AND CHANGES IN FUND BALANCES 

GOVERNMENTAL FUNDS 
FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

REVENUES 
Local Sources: 

General 
Fund 

Capital 
Projects 

Fund 

Total 
Governmental 

Funds 

Local Tax Levy $ 319,671.00 $ 319,671.00 
Interest Earned on Investments 1,531.87 1,805.40 3,337.27 
Miscellaneous 4,592.28 4,592.28 

Total - Local Sources 325,795.15 1,805.40 327,600.55 

Total Revenues 325,795.15 1,805.40 327,600.55 

EXPENDITURES 
Current: 

Administration: 
Salaries 11,150.00 11,150.00 

Other Expenses 37,452.44 37,452.44 

Cost of Providing Services: 
Other Expenses 132,629.04 132,629.04 

Capital Outlay 45,708.93 45,708.93 

Total Expenditures 226,940.41 226,940.41 

Excess (Deficiency) of Revenues 
over Expenditures 98,854.74 1,805.40 100,660.14 

OTHER FINANCING SOURCES AND (USES) 
Transfers In 95,000.00 95,000.00 
Transfers (Out) (95,000.00) (95,000.00) 

Total Other Financing Sources and (Uses) (95,000.00) 95,000.00 

Net Change in Fund Balances 3,854.74 96,805.40 100,660.14 
Fund Balance—January 1 91,999.55 401,398.94 493,398.49 

Fund Balance—December 31 $ 95,854.29 $ 498,204.34 $ 594,058.63 
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The accompanying Notes to Basic Financial Statements are an integral part of this statement. 



Exhibit B-3 
TOWNSHIP OF PARSIPPANY-TROY HILLS 

FIRE DISTRICT NUMBER 2 
RECONCILIATION OF THE STATEMENT OF REVENUES, EXPENDITURES, 

AND CHANGES IN FUND BALANCES OF GOVERNMENTAL FUNDS 
TO THE STATEMENT OF ACTIVITIES 

FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

Total net change in fund balances - governmental funds (from B-2) $ 100,660.14 

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

Capital outlays are reported in governmental funds as expenditures. However, 
in the statement of activities, the cost of those assets is allocated 
over their estimated useful lives as depreciation expense. 

This is the amount by which capital outlays exceeded depreciation in the period. 
Depreciation expense 
Capital outlays 

$ (72,358.73) 
45,708.93 

   

(26,649.80) 

Change in net position of governmental activities $ 74,010.34 

18 

The accompanying Notes to Basic Financial Statements are an integral part of this statement. 



TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

Note 1: Summary of Significant Accounting Policies  

A. Basis of Presentation 

The financial statements of the Fire District (Board) of the Township of Parsippany-Troy Hills Fire District 
Number 2 ("the District") have been prepared in conformity with accounting principles generally accepted 
in the United States of America (GAAP) as applied to governmental units. The Governmental Accounting 
Standards Board (GASB) is the accepted standard-setting body for establishing governmental accounting 
and financial reporting principles. The District is required to follow the pronouncements of the Financial 
Accounting Standards Board (FASB) issued through November 30, 1989 (when applicable) that do not 
conflict with or contradict GASB pronouncements. Although the District has the option to apply FASB 
pronouncements issued after that date to its business-type activities and enterprise funds, the District has 
chosen not to do so. The more significant accounting policies established in GAAP and used by the District 
are discussed below. 

B. Reporting Entity 

The Board is an instrumentality of the State of New Jersey, established to function as a Fire District. The 
Board consists of elected officials and is responsible for the fiscal control of the District. A treasurer is 
appointed by the Board and is responsible for the administrative control of the District. 

The primary criterion for including activities within the Township of Parsippany-Troy Hills Fire District 
Number 2 reporting entity, as set forth in Section 2100 of the GASB Codification of Governmental 
Accounting and Financial Reporting Standards., is the degree of oversight responsibility maintained by the 
District. Oversight responsibility includes financial interdependency, selection of governing authority, 
designation of management, ability to significantly influence operations and accountability for fiscal 
matters. The combined financial statements include all funds of the District over which the Board exercises 
operating control. The operations of the District includes one fire house located in the Township of 
Parsippany-Troy Hills. There were no additional entities required to be included in the reporting entity 
under the criteria as described above, in the current fiscal year. 

Furthermore, the District is not includable in any other reporting entity on the basis of such criteria. 

C. Basic Financial Statements- Government-Wide Statements 

The statement of net position and the statement of activities display information about the District. These 
statements include the financial activities of the District, except for fiduciary activities. Eliminations have 
been made to minimize the double counting of internal activities. These statements distinguish between the 
governmental and business-type activities of the District. Governmental activities generally are financed 
through taxes, intergovernmental revenues, and other nonexchange transactions. Business-type activities 
are financed in whole or in part by fees charged to external parties. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

C. Basic Financial Statements- Government-Wide Statements (continued) 

The statement of activities presents a comparison between direct expenses and program revenues for each 
segment of the business-type activities of the District and for each function of the District's governmental 
activities. Direct expenses are those that are specifically associated with a program or function and, 
therefore, are clearly identifiable to a particular function. Program revenues include (a) charges paid by the 
recipients of goods or services offered by the programs and (b) grants and contributions that are restricted 
to meeting the operational or capital requirements of a particular program. Revenues that are not classified 
as program revenues, including all taxes, are presented as general revenues. 

D. Basic Financial Statements- Fund Financial Statements 

The financial transactions of the District are reported in individual funds in the fund financial statements. 
Each fund is accounted for by providing a separate set of self-balancing accounts that comprises its assets, 
liabilities, reserves, fund equity, revenues and expenditures/expenses. The various funds are reported by 
generic classification within the financial statements. 

The following fund types are used by the District: 

Governmental Fund Types 

The focus of the governmental funds' measurement (in the fund statements) is upon determination of 
financial position and changes in financial position (sources, uses, and balances of financial resources) 
rather than upon net income. The following is a description of the governmental funds of the District: 

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

Accounting principles generally accepted in the United States of America as they pertain to 
governmental entities state that General Fund resources may be used to directly finance capital outlays 
for long-lived improvements as long as the resources in such cases are derived exclusively from 
unrestricted revenues. 

Capital Projects Fund — The Capital Projects Fund is used to account for all financial resources to be 
used for the acquisition or construction of major capital facilities (other than those financed by 
Proprietary Funds). The financial resources are derived from temporary notes or serial bonds that are 
specially authorized by the voters as a separate question on the ballot either during the annual election 
or at a special election. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

E. Measurement Focus and Basis of Accounting 

The government-wide financial statements are reported using the economic resources measurement focus 
and the accrual basis of accounting. Revenues are recorded when earned and expenses are recorded at the 
time liabilities are incurred, regardless of when the related cash flows take place. Nonexchange 
transactions, in which the District gives (or receives) value without directly receiving (or giving) equal value 
in exchange, include state and federal aid, property taxes, grants entitlements and donations. 

Government funds are reported using the current financial resources measurement focus and the modified 
accrual basis of accounting. Under this method, revenues are recognized when measurable and available. 
The District considers all revenues reported in the governmental funds to be available if the revenues are 
collected within sixty days after year-end. Expenditures are recorded when the related fund liability is 
incurred, except for principal and interest on general long-teiiii debt, claims and judgments and compensated 
absences which are recognized as expenditures to the extent they have matured. General capital asset 
acquisitions are reported as expenditures in governmental funds. Proceeds of general long-term debt and 
acquisitions under capital leases are reported as other financing sources. 

Ad Valorem (Property) Taxes are susceptible to accrual as under New Jersey State Statute a municipality 
is required to remit to its district the entire balance of taxes in the amount voted upon or certified, prior to 
the end of the year. The District records the entire approved tax levy as revenue (accrued) at the start of the 
year, since the revenue is both measurable and available. The District is entitled to receive moneys under 
the established payment schedule and the unpaid amount is considered to be an "accounts receivable". 

F. Budgets/Budgetary Control 

Annual budgets are adopted on a basis consistent with the requirements of law and the rules and regulations 
of the State of New Jersey, Department of Community Affairs, Local Finance Board. The Budgets, both 
operating and capital, can be considered statement of the financial plans of the District. 

The annual budget is required to be balanced and fire districts are permitted to utilize unrestricted net 
position to balance their budget; however, the maximum amount which can be utilized is the lesser of (a) 
the estimated year-end balance of unrestricted net position or (b) working capital reduced by unrestricted 
position not ordinarily convertible into cash (non-liquid, such as prepaid insurance and inventory). 

Amendments to the operating and/or capital budgets may be petknitted for a variety of conditions, as more 
fully described in the rules and regulations promulgated by the Local Finance Board. There were no 
significant budget amendments during the fiscal year. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017 

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

F. Budgets/Budgetary Control (continued) 

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

G. Assets, Liabilities and Fund Equity 

1. Deposits and Investments 

Deposits are cash and cash equivalents includes petty cash, change funds, cash in banks and all highly 
liquid investments with a maturity of three months or less at the time of purchase and are stated at cost 
plus accrued interest. Other than Certificates of Deposit, deposits with maturities of greater than three 
months are considered to be Investments. U.S. Treasury and Agency Obligations and Certificate of 
Deposit with maturities of one year or less when purchased are stated at cost. All other investments are 
stated at fair value. 

New Jersey fire districts are limited as to the types of investments and types of financial institutions they 
may invest in. New Jersey statute 40A:5-15.1 et. seq. provides a list of peiniissible investments that 
may be purchased by New Jersey fire districts. 

2. Inventories 

Inventories, which benefit future periods, other than those that may be recorded in the enterprise fund 
are recorded as expenditure during the year of purchase. 

3. Capital Assets 

Capital assets purchased or acquired with an original cost of $5,000 or more 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. 
Depreciation on the following assets is provided on the straight — line basis over the following estimated 
useful lives: 

Buildings 20-50 years 
Machinery and Equipment 5-10 years 
Improvements 10-20 years 
Other Infrastructure 10-50 years 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2 

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017 

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

G. Assets, Liabilities and Fund Equity (Continued)  

3. Capital Assets (Continued) 

Land and Construction in Progress are not depreciated. 

GASBS No. 34 required the District to report and depreciate new infrastructure assets effective for fiscal 
year ending December 31, 2006. Neither their historical cost nor related depreciation had historically 
been reported in the financial statements. The District elected to implement the general provisions of 
GASBS No. 34 in the fiscal year ending December 31, 2006. 

4. Long — term Obligations 

Long — term debt is recognized as a liability of a governmental fund when due, or when resources have 
been accumulated in the debt service fund for payment early in the following year. For other long —
term obligations, only that portion expected to be financed from expendable available financial 
resources is reported as a fund liability of a governmental fund. The noncurrent portion (the amount 
estimated to be used in subsequent fiscal years) for governmental funds is maintained separately and 
represents a reconciling item between the fund and government — wide presentations. 

5. Fund Equity 

Reserves represent those portions of fund equity not appropriable for expenditure or legally segregated 
for a specific future use. Designated fund balances represent plans for future use of financial resources. 

6. Use of Estimates 

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

H. Recent Accounting Pronouncements 

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 75, Accounting 
and Financial Reporting for Postemployment Benefits Other Than Pensions. This Statement applies to 
government employers who provided OPEB plans to their employees and basically parallels GASB 
Statement 68 and replaces GASB Statement 45. The Statement is effective for periods beginning after June 
15, 2017. The District does not believe this Statement will have any effect on future financial statements. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

H. Recent Accounting Pronouncements (continued) 

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 76,  The Hierarchy 
of Generally Accepted Accounting Principles for State and Local Governments, which reduces the GAAP 
hierarchy to two categories of authoritative GAAP from the four categories under GASB Statement No. 55, 
The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments. The first 
category of authoritative GAAP consists of GASB Statements of Governmental Accounting Standards. The 
second category comprises GASB Technical Bulletins and Implementation Guides, as well as guidance from 
the American Institute of Certified Public Accountants that is cleared by the GASB. The District does not 
believe this Statement will have any effect on future financial statements. 

In August 2015, the Government Accounting Standards Board issued GASB Statement No. 77,  Tax 
Abatement Disclosures, which improve financial reporting by giving users of financial statements essential 
information that is not consistently or comprehensively reported to the public at present. Disclosure of 
infoimation about the nature and magnitude of tax abatements will make these transactions more transparent 
to financial statement users. As a result, users will be better equipped to understand (1) how tax abatements 
affect a government's future ability to raise resources and meet its financial obligations and (2) the impact 
those abatements have on a government's financial position and economic condition. The District does not 
believe this Statement will have any effect on future financial statements. 

In December 2015, the Government Accounting Standards Board issued GASB Statement No. 78,  Pensions 
Provided Through Certain Multiple-Employer Defined Benefit Pension Plans. The objective of this 
Statement is to address a practice issue regarding the scope and applicability of Statement No. 68, 
Accounting and Financial Reportingfor Pensions. This issue is associated with pensions provided through 
certain multiple-employer defined benefit pension plans and to state or local governmental employers whose 
employees are provided with such pensions. This Statement is effective for reporting periods beginning 
after December 15, 2015. The District does not believe this Statement will have any effect on future 
financial statements. 

In December 2015, the Government Accounting Standards Board issued GASB Statement No. 79,  Certain 
External Investment Pools and Pool Participants. This Statement addresses accounting and financial 
reporting for certain external investment pools and pool participants. Specifically, it established criteria for 
an external investment pool to qualify for making the election to measure all of its investments at amortized 
cost for financial reporting purposes. This Statement is effective for periods beginning after June 15, 2015, 
and for certain provisions, periods beginning after December 15, 2015. The District does not believe this 
Statement will have any effect on future financial statements. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

H. Recent Accounting Pronouncements (continued) 

In January 2016, the Government Accounting Standards Board issued GASB Statement No. 80,  Blending 
Requirements for Certain Component Units, which provides clarity about how certain component units 
incorporated as not-for-profit corporations should be presented in the financial statements of the primary 
state or local government. The District does not believe this Statement will have any effect on future 
financial statements. 

In March 2016, the Government Accounting Standards Board issued GASB Statement No. 81, Irrevocable 
Split-Interest Agreements. The objective of this Statement is to improve accounting and financial reporting 
for irrevocable split-interest agreements by providing recognition and measurement guidance for situations 
in which a government is a beneficiary of the agreement. The District does not believe this Statement will 
have any effect on future financial statements. 

In March 2016, the Government Accounting Standards Board issued GASB Statement No. 82, Pension 
Issues - an Amendment of GASB Statements No. 67, No. 68 and No. 73. The objective of this Statement is 
to address certain issues that have been raised with respect to Statement No. 67, Financial Reporting for 
Pension Plans, No. 68, Accounting and Financial Reporting for Pensions, and No. 73, Accounting and 
Financial Reporting for Pensions and Related Assets That Are Not Within the Scope of GASB Statement 68, 
and Amendments to Certain Provisions of GASB Statements 67 and 68. This Statement is effective for 
reporting periods beginning after June 15, 2016. Specifically, this Statement addresses issues regarding (1) 
the presentation of payroll-related measures in required supplementary information, (2) the selection of 
assumptions and the treatment of deviations from the guidance in an Actuarial Standard of Practice. 

In November 2016, the Government Accounting Standards Board issued GASB Statement No. 83,  Certain 
Asset Retirement Obligations. This Statement establishes criteria for determining the timing and pattern 
of recognition of a liability and a corresponding deferred outflows of resources for asset retirement 
obligations (AROs). The District does not believe this Statement will have any effect on future financial 
statements. 

In January 2017, the Government Accounting Standards Board issued GASB Statement No. 84,  Fiduciary 
Activities. This Statement establishes criteria for identifying fiduciary activities of all state and local 
governments. The focus on the criteria generally is on (1) whether a government is controlling the assets 
of the fiduciary activity and (2) the beneficiaries with whom a fiduciary relationship exists. Separate criteria 
are included to identify component units and postemployment benefit arrangements that are fiduciary 
activities. The District is currently evaluating the effects, if any, this Statement may have on future financial 
statements. 

25 



TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 1: Summary of Significant Accounting Policies (Continued) 

H. Recent Accounting Pronouncements (continued) 

In March 2017, the Government Accounting Standards Board issued GASB Statement No. 85,  Omnibus 
2017, which addresses practice issues that have been identified during the implementation and application 
of certain GASB statements. This Statement addresses a variety of topics including issues relating to 
blending component units, goodwill, fair value measurement and application, and postemployment benefits. 
The District is currently reviewing what effect, if any, this Statement might have on future financial 
statements. 

In May 2017, the Governmental Accounting Standards Board issued GASB Statement No. 86,  Certain Debt 
Extinguishment Issues, which improves consistency in accounting and financial reporting for in-substance 
defeasance of debt by providing guidance for transactions in which cash and other monetary assets acquired 
with only existing resources resources other than the proceeds of refunding debt—are placed in an 
irrevocable trust for the sole purpose of extinguishing debt. This Statement also improves accounting and 
financial reporting for prepaid insurance on debt that is extinguished and notes to financial statements for 
debt that is defeased in substance. The requirements of this Statement are effective for reporting periods 
beginning after June 15, 2017. The District is currently reviewing what effect, if any, this Statement might 
have on future financial statements. 

Note 2: Detailed Disclosure Regarding Assets and Revenues 

A. Deposits and Investments  

Deposits 

New Jersey statutes pelinit the deposit of public funds in institutions located in New Jersey which are 
insured by the Federal Deposit Insurance Corporation (FDIC), the Savings Association Insurance Fund, or 
by any other agencies of the United States that insure deposits or the State of New Jersey Cash Management 
Fund. 

N.J.S.A. 17:9-41 et. seq. establishes the requirements for the security of deposits of governmental units. 
The statute requires that no governmental unit shall deposit public funds in a public depository unless such 
funds are secured in accordance with the Governmental Unit Deposit Protection Act (GUDPA). Public 
depositories include Savings and Loan institutions, banks (both state and national banks) and savings banks 
the deposits of which are federally insured. All public depositories must pledge collateral, having a market 
value at least equal to five percent of the average daily balance of collected public funds, to secure the 
deposits of Governmental Units. If a public depository fails, the collateral it has pledged, plus the collateral 
of all other public depositories, is available to pay the full amount of their deposits to the Governmental 
Units. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017 

(CONTINUED) 

Note 2: Detailed Disclosure Regarding Assets and Revenues (Continued) 

A. Deposits and Investments (continued) 

At December 31, 2017 the District's cash and cash equivalents amounted to $603,204.77. Of this amount, 
$250,000.00 was covered by federal depository insurance (F.D.I.C.) and $353,204.77 was covered by a 
collateral pool maintained by the banks as required by GUDPA. 

At December 31, 2017 the District did not participate in the State of New Jersey Cash Management Fund. 

GASB Statement No. 40, Deposit and Investment Risk Disclosures, requires the disclosure of bank deposits 
that are subject to custodial credit risk. The custodial credit risk for deposits is the risk that, in the event 
of the failure of a depository financial institution, the District will not be able to recover deposits or will not 
be able to recover collateral securities that may be in the possession of an outside party. 

As of December 31, 2017 none of the District's cash and cash equivalents of $603,204.77 was exposed to 
custodial credit risk. 

Investments 

New Jersey statutes (N.J.S.A. 40A:5-15.1) permit the District to purchase the following types of securities: 

a. When authorized by resolution adopted by a majority vote of all its members the Board of 
Commissioners of any fire district may use moneys which may be in hand for the purchase of the 
following types of securities which, if suitable for registry, may be registered in the name of the fire 
district; 

Bonds or other obligations of the United States of America or obligations guaranteed by the 
United States of America; 
Government money market mutual funds; 
Any obligation that a federal agency or a federal instrumentality has issued in accordance with an 
act of Congress, which security has a maturity date not greater than 397 days from the date of 
purchase, provided that such obligation bears a fixed rate of interest not dependent on any index 
or other external factor; 
Bonds or other obligations of the fire district or bonds or other obligations of local unit or units 
within which the fire district is located; 
Bonds or other obligations, having a maturity date not more than 397 days from the date of 
purchase, approved by the Division of Investment of the Department of the Treasury for 
investment by fire district; 
Local government investment pools: 
Deposits with the State of New Jersey Cash Management Fund established pursuant to section 1 
of P.L. 1977, c.281 (C.52:18A-90.4) or 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 2: Detailed Disclosure Regarding Assets and Revenues (Continued) 

A. Deposits and Investments (Continued). 

(8) Agreements for the repurchase of fully collateralized securities, if: 
(a) the underlying securities are permitted investments pursuant to paragraphs (1) and (3) of this 

subsection a; 
(b) the custody of collateral is transferred to a third party; 
(c) the maturity of the agreement is not more than 30 days; 
(d) the underlying securities are purchased through a public depository as defined in section 1 

of P.L. 1970, c.236 (C.17:9-41) and for which a master repurchase agreement providing for 
the custody and security of collateral is executed. 

The District had no investments at December 31, 2017. 

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its obligations. 
The credit risk of a debt instrument is measured by nationally recognized statistical rating agencies such as 
Moody's Investors Service, Inc. (Moody's) or Standard & Poor' s Corporation (S&P). U.S. government debt 
is considered to have no credit risk. 

The custodial credit risk for investments is the risk that, in the event of the failure of a depository financial 
institution, the District will not be able to recover deposits or will not be able to recover collateral securities 
that may be in the possession of an outside party. Since certificates of deposits are covered by F.D.I.C. and 
GUDPA and U. S. government debt is guaranteed, there is no custodial credit risk. 

Concentration of credit risk is the risk of loss attributed to the magnitude of an investment in a single issuer. 
There are no restrictions in the amount that can be invested in a single issuer. 

28 



TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

NOTES TO BASIC FINANCIAL STATEMENTS 
YEAR ENDED DECEMBER 31, 2017  

(CONTINUED) 

Note 2: Detailed Disclosure Regarding Assets and Revenues (Continued) 

B. Capital Assets  

Capital asset activity for the year ended December 31, 2017 was as follows: 

Governmental activities: 

Beginning 
Additions 

Retirement/ Ending 
Adjustment Balance Balance 

Buildings and Improvements 538,977.17 538,977.17 

Machinery and Equipment 1,993,736.59 45,708.93 2,039,445.52 

Totals at Historical Cost 2,532,713.76 45,708.93 - 2,578,422.69 

Less Accumulated Depreciation for: 

Buildings and Improvements (441,540.47) (14,544.11) (456,084.58) 

Machinery and Equipment (730,281.17) (57,814.62) - (788,095.79) 

Total Accumulated Depreciation (1,171,821.64) (72,358.73) (1) (1,244,180.37) 

Net Capital Assets Being Depreciated 1,360,892.12 (26,649.80) 1,334,242.32 

Governmental Activities Capital Assets, Net 1 160 597 17 (7h f,49 50) 1 114 747 17 

(1) Depreciation expense was charged to governmental functions as follows: 
Cost of Providing Services $72,358.73  

Note 3: Detailed Disclosures Regarding Liabilities and Expenses/Expenditures  

A. Operating Leases  

The District has no commitments to lease equipment under operating leases. 

B. Long - Term Liabilities  
The District has no Long - Term liability for the year ended December 31, 2017. 

Note 4: Subsequent Events 

The District's management has infotined us that there are no significant events that need to be disclosed 
after the balance sheet date through the date of audit. 
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REQUIRED SUPPLEMENTARY INFORMATION  

PART 2 



Exhibit C-1 
Sheet 1 

TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2 

COMBINED SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN 
FUND BALANCES - BUDGET AND ACTUAL 

GENERAL FUND 
FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

Original Budget Final 
Variance 
Final to 

REVENUES: Budget Transfers Budget Actual Actual 
Local Sources: 

District Taxes $ 319,671.00 $ $ 319,671.00 $ 319,671.00 
Interest on Investments 1,531.87 1,531.87 
Miscellaneous 4,592.28 4,592.28 

Total Revenues - Local Sources 319,671.00 319,671.00 325,795.15 6,124.15 

Total Revenues 319,671.00 319,671.00 325,795.15 6,124.15 

EXPENDITURES: 
Current Expense: 

Administration: 
Salaries and Wages 11,150.00 11,150.00 11,150.00 
Other Expenses: 

Professional Services 5,940.00 5,940.00 5,939.96 0.04 
Advertising 174.00 174.00 173.99 0.01 
Elections 325.00 325.00 322.20 2.80 
Hose Test 1,770.00 1,770.00 1,768.00 2.00 
Ladder Test 1,170.00 1,170.00 1,166.00 4.00 
Operating Materials and Supplies 15,040.00 15,040.00 15,032.77 7.23 
Public Events 13,050.00 13,050.00 13,049.52 0.48 

Total Administration- 
Other Expenses 37,469.00 37,469.00 37,452.44 16.56 

Total Administration Expenses 48,619.00 48,619.00 48,602.44 16.56 
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Exhibit C-1 
Sheet 2 

TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2 

COMBINED SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN 
FUND BALANCES - BUDGET AND ACTUAL 

GENERAL FUND 
FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

(CONTINUED) 

EXPENDITURES (Continued): 
Current Expense (Continued): 

Cost of Providing Services: 
Other Expenses: 

Original 
Budget 

Budget 
Transfers 

Final 
Budget Actual 

Variance 
Final to 
Actual 

Insurance Premiums $ 54,500.00 $ $ 54,500.00 $ 54,496.60 $ 3.40 
Enhanced TGR Support 500.00 500.00 500.00 
Promotion 20,430.00 20,430.00 20,428.93 1.07 
Operating Materials and Supplies 14,686.00 14,686.00 14,660.36 25.64 
Utilities and Related Services 8,175.00 8,175.00 8,172.40 2.60 
Maintenance and Repairs 34,380.00 34,380.00 34,370.75 9.25 
Fire Equipment Support 45,710.00 45,710.00 45,708.93 1.07 

Total Cost of Providing Services 178,381.00 178,381.00 178,337.97 43.03 
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Exhibit C-1 
Sheet 3 

TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2 

COMBINED SCHEDULE OF REVENUES, EXPENSES, AND CHANGES IN 
FUND BALANCES - BUDGET AND ACTUAL 

GENERAL FUND 
FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

(CONCLUDED) 

Current Expense (Continued): 

Original 
Budget 

Budget 
Transfers 

Final 
Budget Actual 

Variance 
Final to 
Actual 

Total Current Expense $ 227,000.00 $ - $ 227,000.00 $ 226,940.41 $ 59.59 
Total Expenditures 227,000.00 227,000.00 226,940.41 59.59 

Excess or (Deficiency) of Revenues 
Over/(Under) Expenditures 92,671.00 92,671.00 98,854.74 6,183.74 

Other Financing Sources (Uses): 
Operating Transfers (Out) (95,000.00) (95,000.00) (95,000.00) 

(95,000.00) (95,000.00) (95,000.00) 

Excess or (Deficiency) of Revenues 
and Other Financing Sources Over 
(Under) Expenditures and Other 
Financing (Uses) (2,329.00) (2,329.00) 3,854.74 6,183.74 

FUND BALANCE, JANUARY 1 91,999.55 91,999.55 91,999.55 

FUND BALANCE, DECEMBER 31 $ 89,670.55 $ - $ 89,670.55 $ 95,854.29 $ 6,183.74 

Recapitulation of excess (deficiency) of revenues under expenditures: 

Budgeted Fund Balance (2,329.00) (2,329.00) 51,089.80 53,418.80 
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OTHER SUPPLEMENTARY INFORMATION 



Exhibit D-1 
TOWNSHIP OF PARSIPPANY-TROY HILLS 

FIRE DISTRICT NUMBER 2 
SCHEDULE OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES 

CAPITAL PROJECTS FUND 
FOR THE CALENDAR YEAR ENDED DECEMBER 31, 2017 

Capital 
Improvement 

Fund  

Fund Balances at Beginning of Year $ 401,398.94 

Increased by: 
Operating Transfers In 
Interest on Investments 

95,000.00 
1,805.40 

  

96,805.40 

Fund Balances at End of Year $ 498,204.34 
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STATISTICAL SECTION 



TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

STATISTICAL INFORMATION 

Fiscal 
Year 

Assessed 
Valuations 

Total 
Tax Levy 

Property 
Tax Rate 

2017 651,629,700.00 319,671.00 0.049 
2016 647,893,376.00 285,500.00 0.044 
2015 656,627,900.00 284,815.00 0.043 
2014 667,603,100.00 275,000.00 0.042 
2013 670,174,400.00 267,500.00 0.040 
2012 677,760,100.00 258,000.00 0.038 
2011 686,079,000.00 260,400.00 0.038 
2010 691,578,300.00 253,900.00 0.037 
2009 707,340,500.00 243,956.00 0.035 
2008 783,874,200.00 258,500.00 0.033 

End of 
Fiscal Year 

Utilized 
In Budget of 

Succeeding Year 

December 31, 2017 594,058.63 110,000.00 
December 31, 2016 493,398.49 2,329.00 
December 31, 2015 390,374.74 24,500.00 
December 31, 2014 242,350.81 27,685.00 
December 31, 2013 684,881.80 543,500.00 
December 31, 2012 641,567.48 121,000.00 
December 31, 2011 540,919.88 60,500.00 
December 31, 2010 437,816.04 58,100.00 
December 31, 2009 342,506.17 24,500.00 
December 31, 2008 594,108.57 34,444.00 
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REPORTS PURSUANT TO 

GOVERNMENT AUDITING STANDARDS 



Ferraioli, Wielkotz, Cerullo & Cuva, P.A. 
Charles J. Ferraioli, Jr., MBA, CPA, RMA 
Steven D. Wielkotz, CPA, RMA 
James J. Cerullo, CPA, RMA 
Paul J. Cuva, CPA, RMA 
Thomas M. Ferry, CPA, RMA 

Certified Public Accountants 
401 Wanaque Avenue 

Pompton Lakes, New Jersey 07442 
973-835-7900 

Fax 973-835-6631 

Newton Office  
100B Main Street 

Newton, N.J. 07860 
973-579-3212 

Fax 973-579-7128 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF 

FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH 
"GOVERNMENT AUDITING STANDARDS" 

The Honorable Chairman and 
Members of the Board of Fire Commissioners 
Township of Parsippany-Troy Hills Fire District Number 2 
County of Morris, New Jersey 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America, audit requirements prescribed by the Division of Local Government Services, Department of 
Community Affairs, State ofNew Jersey, (the "Division") and the standards applicable to financial audits 
contained in Government Auditing Standards issued by the Comptroller General of the United States, the 
financial statements of the governmental activities and the major fund of the Parsippany-Troy Hills Fire 
District Number 2 in the County of Morris (the "Fire District") as of, and for the year ended, December 
31, 2017, and the related notes to the financial statements, which collectively comprise the Fire District's 
basic financial statements and have issued our report thereon dated April 16, 2018 

Internal Control Over Financial Reporting 

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

A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, or 
detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a combination 
of deficiencies, in internal control such that there is a reasonable possibility that a material misstatement 
of the Authority's financial statements will not be prevented, or detected and corrected on a timely basis. 
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less 
severe than a material weakness, yet important enough to merit attention by those charged with 
governance. 
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Honorable Chairman and 
Members of the Board of Fire Commissioners 
Page 2 

Our consideration of internal control was for the limited purpose described in the first paragraph of this 
section and was not designed to identify all deficiencies in internal control that might be material 
weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may 
exist that were not identified. Given these limitations, during our audit we did not identify any 
deficiencies in internal control that we consider to be material weaknesses. However, material 
weaknesses may exist that have not been identified. We did identify a certain deficiency in internal 
control, described in the accompanying Schedule of Findings and Responses as Finding 2017-01 that we 
consider to be a significant deficiency. 

Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Township of Parsippany-Troy Hills Fire 
District Number 2's financial statements are free of material misstatement, we performed tests of its 
compliance with certain provisions of laws, regulations, contracts, and grant agreements, noncompliance 
with which could have a direct and material effect on the determination of financial statement amounts. 
However, providing an opinion on compliance with those provisions was not an objective of our audit, 
and accordingly, we do not express such an opinion. The results of our test disclosed no instances of 
noncompliance or other matters that are required to be reported under Government Auditing Standards, 

The Fire District's Response to the Findings 

The Fire District's response to the findings identified in our audit is described in the accompanying 
Schedule of Findings and Responses. The Fire District's response was not subjected to the auditing 
procedures applied in the audit of the financial statements and, accordingly, we express no opinion on 
it. 

Purpose of this Report 

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

9orteda& 2elceautO, eozi,te6 & eacgt, 
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A. 
Certified Public Accountants 
Newton, New Jersey 

April 16, 2018 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

SCHEDULE OF FINDINGS AND RESPONSES 
FOR THE YEAR ENDED DECEMBER 31, 2017 

Summary of Auditor's Results:  

• The Independent Auditor's Report expressed an unmodified opinion on the Fire District's 
governmental activities financial statements. 

Significant deficiencies were disclosed during the audit of financial statements as reported in the 
Independent Auditor 's Report on Internal Control Over Financial Reporting and on Compliance and 
Other Matters Based on anAudit of Financial Statements Performed in Accordance with Government 
Auditing Standards. No material weaknesses are reported 

No instances of noncompliance material to the financial statements of the Fire District, which would 
be required to be reported in accordance with Government Auditing Standards, were disclosed during 
the audit. 

Findings Relating to the Financial Statements Which are Required to be Reported in Accordance with 
Generally Accepted Government Auditing Standards:  

• The audit disclosed the following significant deficiency required to be reported under Generally 
Accepted Government Auditing Standards: 

Finding 2017-01  

During our audit, we noted that the Fire District does not maintain an adequate segregation of duties 
due to limited personnel. The functions of handling cash and preparation of cash disbursement books 
are perfoitned by one individual. This is not unusual in operations the size of the Fire District, but 
management should constantly be aware of this condition and realize the concentration of duties and 
responsibility in a limited number of individuals is not desirable from a control point of view. 

Management Response: 

The finding 2017-01 was evaluated. The Fire District was made aware if this lack of internal control 
and will consider strengthening internal control within reason of the costs, benefits derived and 
budgetary constraints. 
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TOWNSHIP OF PARSIPPANY-TROY HILLS 
FIRE DISTRICT NUMBER 2  

SUMMARY SCHEDULE OF 
PRIOR-YEAR AUDIT FINDINGS AND RESPONSES 

FOR THE YEAR ENDED DECEMBER 31, 2017 

NOT APPLICABLE 
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GENERAL COMMENTS 

AND RECOMMENDATIONS 



GENERAL COMMENTS 

CONTRACTS AND AGREEMENTS REQUIRED TO BE ADVERTISED PER N.J.S.A 40A; 11-4 

N.J.S.A. 40A:11-4 states "Whenever any work to be performed or materials to be furnished in or about 
any improvement or works to be made under the provisions of this article shall involve an expenditure 
of a sum of money exceeding the amount under which a contracting unit may award contracts or make 
purchases or agreements without public advertising pursuant to the provisions of Section 3 of P.L. 1971, 
c. 198 (C. 40A11-3), the municipal bodies or boards of the contracting municipalities, by their official 
action taken in joint meeting as herein provided, shall designate a time when they will meet at their usual 
place of meeting to receive proposals in writing, for doing the work or furnishing the materials,  

The governing body of the Township of Parsippany-Troy Hills Fire District Number 2 has the 
responsibility of determining whether the expenditures in any category will exceed the statutory limit 
within the fiscal year. Where question arises as to whether any contract or agreement might result in 
violation of the statute, the Attorney's opinion should be sought before a commitment is made. 

Effective April 17, 2000 N.J.S.A. 40A:11-1 et seq. (Local Public Contracts Law) was revised by P.L. 
1999, c.440 (originally known as Assembly bill No. 3519). The Division of Local Government Services 
in the Department of Community Affairs, after consultation with the Commissioner of Education, shall 
prescribe rules and procedures to implement the requirements of the law. 

Effective July 1, 2015 and thereafter the bid threshold in accordance with N.J.S.A. 40A:11-3 (as 
amended) is $36,000.00, however effective January 1, 2011 the bid threshold for entities without a 
qualified purchasing agent was rolled back to $17,500.00. 

Inasmuch as the system of records did not provide for an accumulation of payments by categories for the 
performance of any work or the furnishings or hiring of any materials or supplies, the results of such an 
accumulation could not reasonably be ascertained. Disbursements were reviewed, however, to determine 
whether any clear cut violations existed. None were disclosed. 

The results of my examination of expenditures did not reveal any individual payments, contracts or 
agreements were made "for the perfolmance of any work or the furnishing or hiring of any materials or 
supplies," in excess of the statutory limit where there had been no advertising for bids in accordance with 
the provisions of N.J.S.A. 40A:11-4. 

EXAMINATION OF CLAIMS 

Claims paid during the period under review were examined for clerical accuracy and proper approvals. 

The review and inquiry indicate good scrutiny on the part of the Fire District and Fire District Officials 
regarding expenditures. 
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RECOMMENDATIONS  

1. That the Fire District maintain an adequate segregation of duties for the operation of the Treasurer. 

********* 

APPRECIATION 

We wish to express our appreciation for the assistance and courtesies extended to us during the audit. 
Should any question arise as to our audit comments, please do not hesitate to call us 

Respectfully submitted, 

2evtaicei, 2e/ee &lac & e, aata, 
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A. 

Certified Public Accountants 
Newton, New Jersey 

April 16, 2018 
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