This Preliminary Official Statement and the information contained herein are subject to completion and amendment without notice. Under no circumstances shall this Preliminary Official Statement constitute an
offer to sell or asolicitation of an offer to buy, nor there shall not be any sale of the Bonds in any jurisdiction in which such an offer, solicitation or sale would be unlawful prior to registration or qualification under

the securities laws of such jurisdiction. This Preliminary Official Statement is deemed final by the Borough within the meaning and for the purposes of Rule 15¢2-12 of the Securities and Exchange Commission.

PRELIMINARY OFFICIAL STATEMENT DATED FEBRUARY 27, 2020

NEW | SSUE SERIAL BONDS
Book-Entry-Only Rating: Standard & Poor’s “AA”
(see “CREDIT RATING” herein)

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Borough, under existing statutes and
court decisions, and assuming compliance with certain tax covenants described herein, (i) interest on the Bonds is
excluded from gross income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986,
as amended (the “Code™) and (ii) interest on the Bonds is not treated as a preference item in calculating the alternative
minimum tax under the Code. In addition, in the opinion of Bond Counsel to the Borough, under existing statutes, interest
on the Bonds is not included in gross income under the New Jersey Gross Income Tax Act. See “Tax Matters™ herein for a
description of certain other provisions of the Code that may affect the tax treatment of interest on the Bonds for certain
bondholders.

$6,750,000 BONDS
THE BOROUGH OF WANAQUE,
IN THE COUNTY OF PASSAIC, NEW JERSEY
consisting of
$4,410,000 GENERAL BONDS OF 2020
and
$2,340,000 WATER BONDS OF 2020
(BANK QUALIFIED)
(Callable)

Dated: Date of Delivery Due: March 15, as shown on theinside cover

The $6,750,000 Bonds, consisting of $4,410,000 General Bonds of 2020 (the “General Bonds”) and $2,340,000
Water Bonds of 2020 (the “Water Bonds” and, together with the General Bonds, the “Bonds™) of the Borough of Wanague,
in the County of Passaic, New Jersey (the “Borough”) will be issued in book-entry-only form with no physical distribution
of bond certificates. The Bonds will be issued in registered form and bond certificates for each maturity of each series will
be issued to The Depository Trust Company, New York, New York (“DTC”), registered in the name of its nominee, Cede
& Co.

Interest on the Bonds will be payable semiannually on March 15 and September 15 in each year until maturity or
earlier redemption, commencing September 15, 2020. Principa or redemption price, if any, of and interest on the Bonds
will be paid to DTC by the Borough. Interest on the Bonds will be credited to the participants of DTC as listed on the
records of DTC as of each next preceding March 1 and September 1 (the “Record Dates” for the payment of interest on the
Bonds).

The Bonds shall be subject to redemption prior to their stated maturities as described herein (see “DESCRIPTION
OF THE BONDS - Redemption” herein).

The Bonds are valid and legally binding obligations of the Borough and, unless paid from other sources, are
payable from ad valorem taxes levied upon all the taxable real property within the Borough without limitation as to rate or
amount; provided, however, that the rights of the holders of the Bonds and the enforceability thereof may be subject to
bankruptcy, reorganization, insolvency, moratorium and other similar laws affecting creditors’ rights heretofore or
hereafter enacted and that the enforcement thereof may also be subject to the exercise of judicial discretion in appropriate
cases. See “Bondholders’ Remedies in the Event of Default” and “Municipal Bankruptcy” herein.

The Bonds are offered when, as and if issued and delivered to the Purchaser, subject to prior sale, to withdrawal or
modification of the offer without notice and to approval of legality by the law firm of Hawkins Delafield & Wood LLP,
Newark, New Jersey and certain other conditions described herein. Delivery of the Bonds is anticipated to take place on or
about March 26, 2020.

Dated: March ___, 2020



$6,750,000 BONDS
THE BOROUGH OF WANAQUE,
IN THE COUNTY OF PASSAIC, NEW JERSEY
consisting of
$4,410,000 GENERAL BONDS OF 2020
and
$2,340,000 WATER BONDS OF 2020

COMBINED MATURITIES, PRINCIPAL AMOUNTS, INTEREST RATESAND YIELDS

Principal Interest

Year Amount Rate Yield
2021 $270,000 % %
2022 270,000

2023 275,000

2024 275000

2025 295,000

2026 305,000

2027 530,000

2028 530,000

2029 530,000

2030 530,000

2031 530,000

2032 530,000

2033 530,000

2034 530,000

2035 130,000

2036 130,000

2037 140,000

2038 140,000

2039 140,000

2040 140,000
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No dealer, broker, salesman or other person has been authorized by the Borough of Wanague to give any
information or to make any representations, other than those contained in this Official Statement , and if any isgiven or
made, such other information or representations must not be relied upon as having been authorized by any of the
foregoing. ThisOfficial Statement doesnot constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sale of the Bonds by any person in any jurisdiction in which it is unlawful for such person to make such offer,
solicitation or sale.

Theinformation which is set forth herein has been provided by the Borough of Wanaque and by other sources,
but the information provided by such other sourcesis not guaranteed asto accuracy or completeness by the Borough of
Wanague. Referencesin this Official Statement to State of New Jersey statutes, laws, rules, regulations, resolutions,
agreements, reports and documents do not purport to be comprehensive or definitive. All referencesto such documents
are qualified in their entirety by reference to the particular document, the full text of which may contain qualifications
of or exceptionsto statements made herein. Copies of such above-mentioned documents may beinspected at the offices
of the Borough of Wanague during normal business hours. This Official Statement is submitted in connection with the
sale of the Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other purpose.

The order and the placement of materialsin the Official Statement, including the appendices, are not deemed
to be adetermination of relevance, materiality or importance, and thisOfficial Statement, including the appendices, must
be considered in its entirety.

Theinformation and expressions of opinion herein are subject to changewithout notice, and neither the delivery
of this Official Statement nor any sale made hereunder shall, under any circumstances, create any implication that there
has been no change in the affairs of the Borough of Wanague since the date hereof.

The Purchaser has provided the following sentence for inclusion in this Official Statement. The Purchaser has
reviewed the information in this Official Statement in accordance with, and asapart of, its responsibilitiesto investors
under the federal securities|aws as applied to the facts and circumstances of thistransaction, but the Purchaser does not
guarantee the accuracy or completeness of such information.

IN CONNECTIONWITH THE OFFERING OF THEBONDS, THE ORIGINAL PURCHASERMAY OVER-
ALLOT OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
BONDSAT LEVELSABOVETHOSEWHICHMIGHT OTHERWISE PREVAIL,IN THEOPEN MARKET, SUCH
STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

(i)
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OFFICIAL STATEMENT
OF THE
THE BOROUGH OF WANAQUE
IN THE COUNTY OF PASSAIC, NEW JERSEY
RELATING TO
$6,750,000 BONDS
consisting of
$4,410,000 GENERAL BONDS OF 2020
and
$2,340,000 WATER BONDS OF 2020

INTRODUCTORY STATEMENT

This Official Statement, which includes the cover page hereof and the Appendices attached hereto, is furnished by the
Borough of Wanaque (the "Borough') in the County of Passaic (the " County"), a public body corporate and politic of the State
of New Jersey (the "State"), to provide certain information relating to the Borough and the $6,750,000 Bonds, consisting of
$4,410,000 Genera Bondsof 2020 (the*“General Bonds”) and $2,340,000 Water Bondsof 2020 (the“Water Bonds” and, together
with the General Bonds, the “Bonds™), including their general description, the purposes of the issue, a summary of borrowing
procedures, certain matters affecting the financing, certain legal matters, historical financial and economic information on the
Borough and other information pertinent to the Bonds. This Official Statement should beread initsentirety in order to make an
informed investment decision.

All financial and other information presented herein hasbeen provided by the Borough fromitsrecordsexcept for information
expresdly attributed to other sources. The presentation of information isintended to show recent historic information and is not
necessarily indicative of future or continuing trendsin the financial position or other affairs of the Borough. The summaries of
and references to all documents, statutes, reports and other instruments referred to herein do not purport to be complete,
comprehensive or definitive, and each such summary and referenceisqualifiedinitsentirety by reference to each such document,
statute, report or instrument.

Interest on the Bonds s calculated on the basis of the 30 day month and a 360 day year. Both the principal and interest on
the Bonds will be payable in lawful money of the United States of America.

The Borough has never defaulted on the payment of its debt service according to available records.
MARKET PROTECTION

The Borough does not expect to issue any additional temporary or permanent debt within 90 days of the settlement date for
the Bonds.

DESCRIPTION OF THE BONDS

Thefollowingisasummary of certain provisionsof theBonds. Referenceismade to the Bondsthemselves for the compl ete
text thereof, and the discussion herein is qualified in its entirety by such reference.



Termsand Interest Payment Dates

The Bonds will be dated the date of delivery thereof. The Bondswill bear interest at the interest rates per annum stated on
theinside cover page hereof, payable March 15 and September 15 of each year until maturity or earlier redemption, commencing
September 15, 2020 (each, an “Interest Payment Date”). The Bonds will mature on March 15 in the years and in the principal
amounts set forth below.

General Water

Year Bonds Bonds

2021 $200,000 $70,000
2022 200,000 70,000
2023 200,000 75,000
2024 200,000 75,000
2025 200,000 95,000
2026 210,000 95,000
2027 400,000 130,000
2028 400,000 130,000
2029 400,000 130,000
2030 400,000 130,000
2031 400,000 130,000
2032 400,000 130,000
2033 400,000 130,000
2034 400,000 130,000
2035 130,000
2036 130,000
2037 140,000
2038 140,000
2039 140,000
2040 140,000

Denominations and Place of Payment

The Bondswill beissued by means of abook-entry system with no physical distribution of bond certificates. The Bondswiill
beissuedinregistered formand bond certificatesfor each maturity of each serieswill beissued to The Depository Trust Company,
New York, New York (“DTC”), and registered in the name of itsnominee, Cede & Co. (seethe subcaption “Book-Entry System”
below). Principa of and interest on the Bonds will be paid by the Borough, or its designee, in its capacity as paying agent (the
“Paying Agent”) to the registered owners of the Bonds as of each March 1 and September 1 (whether or not a business day)
immediately preceding the respective Interest Payment Dates (the “Record Dates™). So long as DTC or its nominee is the
registered owner of the Bonds, payments of the principal of and interest on the Bondswill be made by the Paying Agent directly
to DTC or its nominee, which will in turn remit such paymentsto DTC participants, which will in turn remit such payments to
the beneficial owners of the Bonds. See the subcaption “Book-Entry System” below. Purchases of the Bonds will be made in
book-entry form, in the denomination of $5,000 each or integral multiplesof $1,000 inexcessthereof. Purchaserswill not receive
certificates representing their beneficial ownership interestsin Bonds purchased, but each book-entry owner will receive acredit
balance on the books of its nominee, and this credit balance is expected to be confirmed by aninitial transaction statement stating
the details of the Bonds purchased. SolongasCede & Co. isthe registered owners of the Bonds, asnominee of DTC, references
herein (except under the captions “Tax Matters” and “Secondary Market Disclosure™) to the registered owners shall mean Cede
& Co. and shall not mean the beneficial owners of the Bonds. See the subcaption “Book-Entry System” below.

Redemption
Optional Redemption

The Bonds of each series maturing prior to March 15, 2028, are not subject to redemption at the option of the Borough
prior to their stated maturities. The Bonds of each series maturing on or after March 15, 2028, are redeemable at the option of
the Borough in whole or in part on any date, in any order of maturity and by lot within a single maturity, on or after March 15,
2027, at a redemption price egual to one hundred percent (100%) of the principal amount being redeemed, plus in each case
accrued interest to the date fixed for redemption.



Notice of Redemption

Notice of redemption shall be given by first-classmail, postage prepaid, to the registered owners of the Bondsor portions
thereof to be redeemed, not less than thirty (30) days nor more than sixty (60) days prior to the redemption date, but such mailing
shall not be a condition precedent to such redemption and failure so to mail any such notice shall not affect the validity of any
proceedings for the redemption of Bonds. If notice of redemption shall have been given as aforesaid, the Bonds or portions
thereof specified in said notice shall become due and payable at the redemption price on the redemption date therein designated
and if, on the redemption date, moneys for payment of the redemption price of al the Bonds to be redeemed, together with the
interest to the redemption date, shall be available for such payment on said date, then from and after the redemption date interest
on such Bonds shall cease to accrue and become payable. Lessthan all of aBond in a denomination in excess of $5,000 may be
so redeemed, and in such case, upon the surrender of such Bond, there shall be issued to the registered owner thereof, without
chargetherefor, for the unredeemed bal ance of the principal amount of such Bond, Bonds of like series, designation, maturity and
interest ratein any of the authorized denominations. SolongasDTC (or any successor thereto) acts as securities depository for
the Bonds, notice of redemption shall be sent to such securities depository and shall not be sent to the beneficial owners of the
Bonds. Any failure of such depository to advise any of its participants or any failure of any participant to notify any beneficial
owner of any notice of redemption shall not affect the validity of the redemption proceedings. If the Borough determines to
redeem a portion of the Bonds of a series prior to maturity, the Bondsto be redeemed shall be selected by the Borough; the Bonds
to be redeemed having the same maturity shall be selected by DTC in accordance with its regulations.

Book-Entry System

DTC will act as securities depository for the Bonds. The Bondswill beissued asfully registered securities registered in
the name of Cede & Co. (DTC's partnership nominee). One fully registered Bond certificate will be issued for each year of
maturity of the Bonds of each series, in the aggregate principal amount of each such maturity, and will be deposited with DTC.

DTC, the world’s largest depository, is a limited-purpose trust company organized under the New Y ork Banking Law,
a“banking organization” withinthe meaning of the New Y ork Banking Law, amember of the Federal Reserve System, a“clearing
corporation” within the meaning of the New Y ork Uniform Commercial Code and a “clearing agency” registered pursuant to the
provisions of Section 17A of the Securities Exchange Act of 1934. DTC holds and provides asset servicing for over 3.5 million
issues of U.S. and non-U.S. equity issues, corporate and municipal debt issues, and money market instruments from over 100
countriesthat DTC’s participants (“Direct Participants™) deposit with DTC. DTC a so facilitatesthe post-trade settlement among
Direct Participants of sales and other securities transactionsin deposited securities, through el ectronic computerized book-entry
transfers and pledges between Direct Participants’ accounts. This eliminates the need for physical movement of securities
certificates. Direct Participantsinclude both U.S. and non-U.S. securities brokers and dealers, banks, trust companies, clearing
corporationsand certain other organizations. DTCisawholly-owned subsidiary of The Depository Trust & Clearing Corporation
(“DTCC”). DTCC, inturn, isowned by anumber of Direct Participantsof DTC and Membersof the National Securities Clearing
Corporation, Government Securities Clearing Corporation, MBS Clearing Corporation, and Emerging Markets Clearing
Corporation, also subsidiaries of DTCC, aswell as by the New Y ork Stock Exchange, Inc., the American Stock Exchange LLC
and the National Association of Securities Dealers, Inc. Accessto the DTC systemisalso available to others such as both U.S.
and non-U.S. securities brokers and dealers, banks, trust companies, and clearing corporations that clear through or maintain a
custodial relationship with a Direct Participant, either directly or indirectly (“Indirect Participants”). DTC has a Standard &
Poor’s rating of AA+. The DTC rulesapplicableto its Direct Participantsand I ndirect Participants are on file with the Securities
and Exchange Commission. More information about DTC can be found at www.dtcc.com or www.dtc.org.

Purchases of Bonds under the DTC system must be made by or through Direct Participants, which will receive a credit
for the Bondson DTC'srecords. The ownership interest of each actual purchaser of each Bond (a “Beneficial Owner™) is in turn
to be recorded on the Direct Participants’ and Indirect Participants records. Beneficial Owners will not receive written
confirmation from DTC of their purchase. Beneficial Ownersare, however, expected to receive written confirmations providing
details of the transaction, as well as periodic statements of their holdings, from the Direct Participant or Indirect Participant
through which the Beneficial Owner entered into the transaction. Transfers of ownership interests in the Bonds are to be
accomplished by entriesmade onthe books of Direct Participantsand I ndirect Participants acting on behalf of Beneficial Owners.
Beneficial Ownerswill not receive certificates representing their ownership interestsin the Bonds, except in the event that use
of the book-entry system for the Bonds is discontinued.



To facilitate subsequent transfers, all Bonds deposited by Direct Participants with DTC are registered in the name of
DTC’s partnership nominee, Cede & Co., or such other name as may be requested by an authorized representative of DTC. The
deposit of Bondswith DTC and their registration in the name of Cede & Co., or such other DT C nominee do not effect any change
in beneficial ownership. DTC has no knowledge of the actual Beneficial Owners of the Bonds; DTC’s records reflect only the
identity of the Direct Participants to whose accounts such Bonds are credited, which may or may not be the Beneficial Owners.
The Direct Participants and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to Indirect
Participants, and by Direct Participants and I ndirect Participants to Beneficial Ownerswill be governed by arrangements among
them, subject to any statutory or regulatory requirements as may be in effect from time to time.

Redemption notices shall be sent to DTC. If less than all of the Bonds within a maturity are being redeemed, DTC’s
practice isto determine by lot the amount of the interest of each Direct Participant in such maturity to be redeemed.

Neither DTC nor Cede & Co. (nor any other DTC nominee) will consent or vote with respect to Bonds unless authorized
by a Direct Participant in accordance with DTC’s MMI procedures. Under its usual procedures, DTC mails an omnibus proxy
to the Borough as soon as possible after the record date. The omnibus proxy assigns Cede & Co.'s consenting or voting rights
to those Direct Participants to whose accounts the Bonds are credited on the record date (identified in alisting attached to the
omnibus proxy).

Principal, redemption price and interest payments on the Bonds will be made to Cede & Co., or such other nominee as
may be requested by an authorized representative of DTC. DTC’s practice is to credit Direct Participants’” accounts upon DTC’s
receipt of funds and corresponding detail information from the Borough or the Paying Agent, on the payable date in accordance
with their respective holdings shown on DTC’s records. Payments by Direct Participants and Indirect Participantsto Beneficial
Ownerswill be governed by standing instructions and customary practices, asis the case with securities held for the accounts of
customers in bearer form or registered in “street name”, and will be the responsibility of such Direct Participant or Indirect
Participant and not of DTC, the Paying Agent or the Borough, subject to any statutory or regulatory requirements as may bein
effect from time to time. Payment of principal, redemption price and interest paymentsto Cede & Co. (or such other nominee
as may be requested by an authorized representative of DTC) is the responsibility of the Borough or the Paying Agent,
disbursement of such paymentsto Direct Participants will be the responsibility of DTC, and disbursement of such paymentsto
the Beneficial Owners will be the responsibility of Direct Participants and Indirect Participants.

DTC may discontinue providing its services as depository with respect to the Bonds at any time by giving reasonable
notice to the Borough or the Paying Agent. Under such circumstances, in the event that a successor securities depository is not
obtained, bond certificates are required to be printed and delivered.

The Borough may decide to discontinue use of the system of book-entry transfersthrough DTC (or asuccessor securities
depository). In that event, bond certificates will be printed and delivered.

The information in this section concerning DTC and DTC's book-entry system has been obtained from sources that the
Borough believes to be reliable, but the Borough takes no responsibility for the accuracy thereof.

Discontinuance of Book-Entry System

In the event that the book-entry system is discontinued and the Beneficial Owners become registered owners of the Bonds,
the following provisions shall apply: (i) the Bonds may be exchanged for an equal aggregate principal amount of the Bonds in
other authorized denominations and of the same maturity, upon surrender thereof at the office of the Borough/Paying Agent; (ii)
the transfer of any Bonds may be registered on the books maintained by the Borough/Paying Agent for such purposes only upon
the surrender thereof to the Borough/Paying Agent together with the duly executed assignment in form satisfactory to the
Borough/Paying Agent; and (iii) for every exchange or registration of transfer of Bonds, the Borough/Paying Agent may make
acharge sufficient to reimburse it for any tax or other governmental charge required to be paid with respect to such exchange or
registration of transfer of the Bonds. Interest on the Bonds will be payable by check or draft, mailed on each Interest Payment
Date to the registered owners thereof as of the close of business on the Record Date next preceding an Interest Payment Date.



AUTHORIZATIONSFOR THE BONDS

The Bonds are authorized and areissued pursuant to the Laws of the State, including the Local Bond Law, N.J.S.A. 40A:2-1
et seq (the“Local Bond Law™). The Bondsare authorized by various ordinancesadopted by the Borough Council of the Borough.
Theissuance of the Bonds doesnot require voter approval through areferendum. Sale of the Bondswas approved by aresolution
of the Borough Council adopted on February 10, 2020. The Loca Bond Law provides that after issuance, all obligations shall
be conclusively presumed to be fully authorized and issued by all laws of the State, and any person shall be barred from
guestioning the sale, execution, or delivery of the Bonds by the Borough.

The following table sets forth the ordinance number, par amount authorized, purpose, and the par amount of Bonds sold.

Ordinance Bondsto
Number Purpose be | ssued

General
10-0-14 Improvement of Various Roads $281,000
13-0-14 Improvement of Various Roads 153,350
6-0-15 Improvement of Various Roads 141,250
9-0-15 Improvement of Various Roads 333,000
10-0-15 Acquisition of Equipment 207,000
10-0-16 Improvement of Various Roads 425,000
14-0-16 Various Improvements 85,000
18-0-16 Acquisition of Two Fire Trucks 990,000
26-0-16 Various Road Improvements 243,000
8-0-17 Improvements to Various Roads 225,000
10-0-17 Improvements of the Storm Water Drainage System 313,500
5-0-19 Various | mprovements 640,000
9-0-19 Improvement of Various Roads 215,000
4-0-19 Improvement of Various Roads 157,900
Total General $4,410,000

Water

14-0-14 Improvements to Water System $225,000
5-0-15 Improvements to Water System 210,000
7-0-15 Improvements to Water System 280,000
8-0-15 Improvements to Water System 325,000
17-0-17 Improvements to Water System 450,000
10-0-19 Improvements to Water System 850,000
Total Water $2,340,000
Total Bonds to be Issued $6,750,000

PURPOSE OF ISSUE

The Bonds areissued to: (i) finance the costs of various capital projects, including payment at maturity on March 27,
2020 of $4,887,750 outstanding bond anticipation notesand (ii) pay for expensesincurred in connection with the issuance of the
Bonds.

SECURITY FOR THE BONDS
Intheopinion of Bond Counsel, the Bonds are valid and legally binding obligations of the Borough and, unlesspaid from

other sources, are payable from ad valorem taxes levied upon all the taxable property within the Borough, without limitation as
to rate or amount. See “Bondholders’ Remedies in the Event of Default” and “Municipal Bankruptcy” herein.



SEASONAL BORROWING
The Borough has not borrowed in anticipation of taxes, and has no plans to issue debt in this manner during 2020.
INVESTMENT OF BOROUGH FUNDS

Borough funds are invested strictly in accordance with the provisions of State law, in particular N.J.S.A. 40A:5-15.1.
The Borough is not authorized and has not invested Borough funds in derivative products or reverse repurchase agreements.

PROVISIONSFOR THE PROTECTION OF GENERAL OBLIGATION DEBT
Legal Framework

The Loca Bond Law governs the issuance of bonds and notes by municipalities to finance certain municipal capital
expenditures. Among its provisions are requirements that bonds must mature within the statutory period of usefulness of the
projects bonded and that bonds be retired in seria installments. A 5% cash down payment is generally required toward the
financing of such projects.

Debt Limits

Theauthorized bonded indebtedness of the Borough islimited by statute, subject to exceptions noted bel ow, to an amount
equal to 3% of its State equalized valuation basis. The equalized valuation basis of the Borough is set by statute asthe average
for the last three years of the equalized value of all taxablereal property and improvements, and certain Class|| railroad property
within its boundaries as annually determined by the State Board of Taxation. The Borough iswithin its 3 Y26 debt limit.

Exceptionsto Debt Limit

Except for the funding of certain notes, the authorization of certain bonds for municipal utility purposes, if the utilities
are self-liquidating, and certain formulaallowances, thedebt limit of the Borough may be exceeded with the approval of theLocal
Finance Board, Division of Local Government Services, Department of Community Affairs, State of New Jersey (the "Board"),
astate regulatory agency. If al or any part of aproposed debt authorization would exceed its debt limit, the Borough must apply
to the Board for an extension of credit. If the Board determines that a proposed debt authorization would not materially impair
the ability of the Borough to meet its obligations, or to provide essential services, or makes other statutory determinations,
approval isgranted. Inregards to this financing, the Borough has not applied to the Board for an extension of credit.

Certain categories of debt are permitted by statute to be deducted for purposes of computing the statutory debt limit.
Pursuant to law, the Borough has deducted the full amount of outstanding school debt.

School Debt Limit

Statelaw (N.J.S.A. 18A:14-2 et seq.) permits the authorization of debt of the Borough for purposes of the school district
not in excess of itslimit of 3% of the equalized valuation basis, except that debt of the Borough for purposes of the school district
may be authorized in excess of such limit by using the available borrowing capacity of the Borough. If such debt isin excess of
the remaining borrowing capacity of the Borough, the proposed debt authorization must be approved by the State Commissioner
of Education, the Board, and a majority of voters of the school board.

Short Term Financing (N.J.S.A. 40A:2-8(a))

A local governmental unit may issue bond anticipation notes to temporarily finance a capital improvement or project in
anticipation of the issuance of bonds, if the bond ordinance or resolution so provides. Any such note is designated a "bond
anticipation note". Bond anticipation notes for capital improvements may be issued in an aggregate amount not exceeding the
amount specified in the ordinance, as the same may be amended and supplemented, creating such capital expenditures. Bond
anticipation notes, which are full faith and credit obligations of the issuer, may beissued for a period not exceeding one year and
may be renewed from time to time for a period that does not exceed one year. Such notes shall mature and be paid not later than
the first day of the fifth month following the close of the tenth fiscal year following the date of the original note, provided,
however, no such notes shall be renewed beyond the third anniversary date of the original notes unless an amount of such notes
at least equal to thefirst legally payableinstallment of the bondsin anticipation of which these notesareissued, ispaid and retired
on or before each subsequent anniversary date beyond which such notes are renewed from funds other than the proceeds of
obligations.



Assessment Bonds

Assessment bonds may be issued in annual serial installments with the first principal payment due within two years and
the final principal payment due within twenty years of an issue's date. No principal payment may be larger than a prior year's
principal payment.

Refunding Bonds (N.J.S.A. 40A:2-51 et seq.)

Refunding bonds may be issued pursuant to the Local Bond Law for the purpose of paying, funding or refunding
outstanding bonds, including emergency appropriations, the actuarial liabilities of a non-State administered public employee
pension system, amounts owing to othersfor taxes|evied and for paying the cost of issuance of refunding bonds. The Board must
consent to the authorization for the issuance of refunding bonds and approve the maturity schedule thereof, provided, however,
that the issuance of refunding bonds to realize debt service savings on outstanding obligations does not require Board approval
when authorized by conditions set forth in rules and regulations of the Board and upon aresolution adopted by atwo-thirds vote
of the full membership of the governing body of the local unit.

Tax Anticipation Notes (N.J.S.A. 40A:4-64)

Theissuance of tax anticipation notesislimited in amount by law to collectively 30% of thetax levy plus30% of realized
miscellaneous revenues of the next preceding fiscal year and must be paid in full within 120 days of the close of a local
government unit's current fiscal year.

APPROPRIATION NOT REQUIRED FOR PAYMENTSON DEBT

It isnot necessary to have an appropriation in order to rel ease money for debt service on obligations. N.J.S.A. 40A:4-57
says "No officer, board, body or commission shall, during any fiscal year, expend money (except to pay notes, bonds or interest
thereon), incur any liability, or enter into any contract which by itstermsinvolves the expenditure of money for any purpose for
which no appropriation is provided, or in excess of the amount appropriated for such purpose”. N.J.S.A. 40A:2-4 states"The
power and obligation of alocal governmental unit to pay any and all bonds and notesissued by it pursuant to this Chapter, or any
act of which this Chapter isarevision, shall be unlimited...".

STATUTORY REQUIREMENTS

Set forth below isa summary of various statutory requirementsrelevant to the Borough's budget process. This summary
doesnot purport to be compl ete, and reference should be madeto the statutesreferred to for acompl ete statement of the provisions
thereof.

Local Budget Law (N.J.S.A. 40A:4-1 et seq.)

Under N.J.S.A. 40A:4-1 et seq., every local unit must adopt an operating budget in the form required by the New Jersey
Division of Local Government Services. Items of revenue and appropriation are regulated by law and must be certified by the
Director of the Division (" Director of Local Government Services") prior to final adoption of the budget. The Local Budget Law
requireseach local unit to appropriate sufficient fundsfor payment of current debt service, and the Director of Local Government
Servicesisrequired to review the adequacy of such appropriations. Among other restrictions, the Director of Local Government
Services must examine the budget with reference to all estimates of revenue and the following appropriations: (&) payment of
interest and debt redemption charges, (b) deferred charges and statutory expenditures, (c) cash deficit of the preceding year, (d)
reserve for uncollected taxes, and (e) other reserves and nondisbursement items. Anticipated tax revenueis limited to the same
proportion as actual cash collections or to the total levy in the previous year, and the reserve amount must be factored into the
budget to make up for the expected shortfall in actual collections. Anticipated nontax revenue is limited to the amount actually
realized the previousyear; the Director of Local Government Servicesisempowered to permit higher level sof anticipation, should
there be sufficient statutory or other evidence to substantiate that such anticipation is reasonable.

The Director of Local Government Services has no authority over individual operating appropriations, unless a specific
amount is required by law, but the review functions, focusing on anticipated revenue, serve to protect the solvency of all local
units.



The operating budgets of local units must be in balance, i.e., the total of anticipated revenue must equal the total
appropriations. If, in any year, the Borough's expenditures exceed its realized revenue for that year, then such excess (deficit)
must be raised in the succeeding year's budget.

TheBoroughisrequiredto forward to the County Board of Taxation (the" County Board") acertified copy of itsoperating
budget, as adopted, not later than April 10 of the then current fiscal year. Inthe event the County Board has not received a copy
of the budget resolution or other evidence showing the amount to be raised by taxation for the purposes of ataxing district, the
Director of Local Government Services shall transmit to the County Board a certificate setting forth the amount required for the
operation of the Borough for that fiscal year. The operating budget of the preceding year shall congtitute and limit the
appropriations for the then current year with suitable adjustments for debt service, other mandatory charges, and changes in
revenue, but excluding the amount to be raised by taxesfor school purposeswhererequired to beincluded in the Borough budget.

Thecertificate shall be prepared by using therevenue and appropriations appearing inthe adopted budget of the preceding
year with suitable adjustmentsto include, without limitation: (a) any amounts required for principal and interest of indebtedness
faling due in the fiscal year, and (b) any deferred charges, including a deficit, if any, or statutory expenditures required to be
raised in the fiscal year.

Appropriation " Caps'

Chapter 89 of the Pamphlet Laws of 1990 of New Jersey, extended and amended Chapter 203 of the Pamphlet Laws of
1986 of New Jersey and Chapter 68 of the Pamphlet Laws of 1976, of New Jersey (N.J.S.A. §840A:4-45.3), commonly referred
toasthe“CAP Law”. The CAP Law placeslimitson county tax leviesand municipal expenditures. Thislimitation iscommonly
referred to as a “CAP”. The actual calculation of the “CAP” is somewhat complex and the actual “CAP” computations are
prepared by the Division and distributed to each municipality. Inaddition to the “CAP” increase in expenditures, other increases
allowable include increases funded by increased service fees, proceeds from the sale of municipal assets and increased
expendituresmandated by Stateand federal laws. Appropriations for items excluded from the “CAP” computation, including debt
service requirements, may be set at any necessary level and are not subject to the “CAP”. The “CAP” may be exceeded if
approved by referendum of the voters of the municipality.

In summary, in determining the “CAP” for each budget year, the prior year’s total general appropriations are reduced by
certain statutory-type appropriations with the resulting balance multiplied by 2.5% or the cost-of-living adjustment (the rate of
annual percentage increase, rounded to the nearest half-percent, in the Implicit Price Deflator for State and Local Government
Purchasesof Goodsand Services, computed and published quarterly by the United States Department of Commerce)(the “Cost-of-
Living Adjustment”), whichever is less, thereby producing the basic “CAP”, which then may be increased by certain known
increasesin revenuesand State or federal expendituresmandated after August 18, 1976. If the Cost-of-Living Adjustment isequal
to or lessthan 2.5%, amunicipality may, by the adoption of an ordinance, elect to increaseitsfinal appropriations by apercentage
rate greater than the Cost-of-Living Adjustment, but not to exceed 3.5%. A municipality may, by referendum, increase its final
appropriations by a higher percentage rate.

Property Tax Levy Cap

Chapter 44 of the Pamphlet Laws of 2010 imposed restrictions upon the allowable annual increase in the tax levy. In
general, municipalities will have their tax levies limited to a two percent (2%) increase. The tax levy is subject to certain
adjustments, including the sum of new ratables. Inaddition, thefollowing exclusions are added to the cal culation of the adjusted
tax levy: increasesin amountsrequired to beraised by taxation for capital expenditures, including debt service as defined by law;
increases in pension contributions and accrued liability for pension contributionsin excess of 2%; increasesin health care costs
equal to that portion of the actual increasein total health care costs for the budget year that isin excess of 2% of the total health
care costs in the prior year, but is not in excess of the product of the total health care costs in the prior year and the average
percentage increase of the State Health Benefits Program, as annually determined by the Division of Pensions and Benefitsinthe
Department of the Treasury; and extraordinary costsincurred by alocal unit directly related to a declared emergency, as defined
by regulation promulgated by the Commissioner of the Department of Community Affairs, in consultation with the Commissioner
of Education, as appropriate. The law also authorizes a municipality to submit public questions to the voters for approval (by
affirmative voteof at least fifty percent (50%)) to increase the amount to be rai sed by taxation by morethan the all owabl e adjusted
tax levy.



Miscellaneous Revenues

N.J.S.A. 40A:4-26 providesthat " No miscellaneous revenuesfrom any source shall beincluded asan anticipated revenue
inthe budget in an amount in excess of the amount actually realized in cash from the same source during the next preceding fiscal
year, unlessthe Director shall determine, upon application by thelocal governmental unit's governing body, that the facts clearly
warrant the expectation that such excess amount will actually be realized in cash during the fiscal year and shall certify such
determination, in writing, to the local governmental unit."

In addition, budget amendments must be approved by the Director of Local Government Services, except for federal and
state grant-in-aid offsetting appropriations.

Real Estate Taxes

N.J.S.A. 40A:4-29 which governs the anticipation of delinquent tax collections, providesthat: "The maximum that may
be anticipated is the sum produced by the multiplication of the amount of delinquent taxes unpaid and owing to the local
governmental unit on the first day of the current fiscal year by the percentage of collection of delinquent taxes for the year
immediately preceding the current fiscal year."

N.J.S.A. 40A:4-41 provideswith regard to current taxesthat: " Receiptsfromthe collection of taxeslevied or to belevied
inamunicipality and payablein afiscal year, shall be anticipated in an amount which is not in excess of the percentage of taxes
levied and payable during the next preceding fiscal year which was received in cash by December 31 of such preceding fiscal
year."

Thisprovision requiresthat an additional amount (the"reservefor uncollected taxes') be added to thetax levy to balance
the budget so that when the percentage of the prior year's tax collection is applied to the combined total, the product will be at
least equal to the tax levy required to balance the budget. The reserve requirement is calculated as follows:

Thelevy required to balance the budget, divided by the prior year's percentage of current tax collection (or lesser percent)
levied, will equal the total taxes to be levied for the current Fiscal Y ear.

Deferral of Current Expenses

Emergency appropriations, those made after the adoption of the budget and determination of the tax rate, may be
authorized by the Borough Council. With minor exceptions set forth below, such appropriations must beincluded in full in the
following year's budget.

Under theamended CAPlaw emergency resol utions aggregating | essthan 3% of the previousyear'sfinal current operating
appropriations may be raised in the portion of the Borough's budget outside the CAP if approved by at least two-thirds of the
members of the Council and the Director of Local Government Services. Emergency appropriationsthat aggregate more than 3%
of the previous year's final current operating appropriations must be raised within the CAP. Emergency resolutions for debt
service, capital improvements, the Borough's share of federal or state grants and other statutorily permitted items are outside the
CAP.

The exceptions are certain enumerated quasi-capital projects such asice and snow removal and repair of flood damage
to streets, roads and bridgeswhich may be amortized over three years and tax map preparation, revision of ordinances, and master
plan preparation which may be amortized over five years.

Budget Transfers

Budget transfers provide a degree of flexibility and afford a control mechanism over expenditure needs. Transfers
between major appropriation accounts are prohibited by N.J.S.A. 40A:4-58, until the last two months of the year. However, no
transfers may be made under this section from appropriations for contingent expenses, deferred charges, cash deficit of the
preceding year, reservefor uncollected taxes, down payments, the capital improvement fund, or interest and redemption charges.
Although budget transfers among subaccounts (line items) within an appropriation are not subject to the same year-end transfer
restriction, they are subject to internal review and approval.



Municipal public utilities are supported by the revenues generated by the respective operations of the utilitiesin addition
to the general taxing power upon real property. For each utility, thereis established a separate budget. The anticipated revenues
and appropriationsfor each utility are set forth in the separate budget. The budget isrequired to be balanced and to provide fully
for debt service. The regulations regarding anticipation of revenues and deferral of charges apply equally to the budgets of the
utilities. Deficitsor anticipated deficitsin utility operationswhich cannot be provided for from utility surplus, if any, arerequired
to be raised in the "Current” or operating budget.

Local Fiscal AffairsLaw

N.J.S.A. 40A:5-1 et seq. regulatesthe nonbudgetary financial activities of local governmental units. The Chief Financial
Officer of every local unit must file annually with the Director of Local Government Servicesaverified statement of thefinancial
condition of thelocal unit and all constituent boards, agencies and commissions.

Anannual independent audit of thelocal governmental unit's accountsfor the previous year must be performed by aNew
Jersey licensed Registered Municipal Accountant. The audit, conforming to the Division's "Requirements of Audit", includes
recommendations for improvement of alocal governmental unit's financial procedures and must be filed with the Director prior
to June 1 or each year. A synopsis of the Audit Report, together with all recommendations made, must be published in aloca
newspaper within 30 days of its completion. The entire annual audit report isfiled with the Municipal Clerk and is available for
review during business hours.

Capital Budget

In accordance with the Local Budget Law, each local governmental unit must adopt and annually revise asix-year capital
program budget. The capital budget, when adopted, does not constitute the approval or appropriation of funds, but setsforth a
plan of the possible capital expenditureswhichthelocal governmental unit may contemplate over thenext six years. Expenditures
for capital purposes may be made either by ordinances adopted by the governing body setting forth the items and the method of
financing or from the annual operating budget if the items were detailed.

FINANCIAL OPERATIONS
Basis of Accounting

Theaccounting policiesof the Borough conformto the accounting principalsapplicableto local governmental unitswhich
have been prescribed by the Division. The following isa summary of the significant policies:

Basisof Accounting - A modified accrual basi s of accounting isfollowed, with minor exceptions. Revenuesarerecorded
asreceived in cash except for certain amounts which may be due from the State of New Jersey. Expendituresarerecorded onthe
accrual basis. Appropriation reserves covering unexpended appropriation balances are automatically created on December 31
of each year and recorded as liabilities, except for amounts which may be cancelled by the governing body. Appropriation
reservesare available, until lapsed at the close of the succeeding year, to meet specific claims, commitmentsor contractsincurred
or entered into during the preceding fiscal year. Lapsed appropriation reserves are recorded as income.

Interfunds - Interfund receivablesin the Current Fund are recorded with offsetting reserves. Incomeisrecognized inthe
year the receivables are liquidated. Interfund receivablesin the other funds are not offset by reserves.

Fixed Assets - Property and equipment purchased throughout the Current and the General Capital Funds are recorded as
expenditures at the time of purchase and are not capitalized.

Current Fund
The Borough's finances its operations primarily through the Current Fund. All tax receipts and most revenues are paid

into the Current Fund and substantially all expenditures made by appropriations are paid from the Current Fund. The Borough
operates on a January 1 to December 31 fiscal year.
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General Expenditures

Expenditures are comprised of those made for general Borough purposes, certain expenditures made from restricted
Federal, State and private grants, certain Federal or State mandated expenditures, deferred charges, debt service and capital
improvements. Budgeted expenditures for general Borough purposes include payments made primarily in support of the
Borough's various departments.

Tax Collection Procedure

A local governmental unit is the entity responsible for the leving and collection of taxes on all taxable property within
itsborders, including thetax leviesfor the county and the school district. Theleving of taxesisfor afiscal year, which starts July
1 and ends June 30. The collection of taxes to support alocal governmental unit's current budget requirement is based upon a
calendar year, January 1 to December 31.

Property taxes are based on a municipality's assessor's valuation of real property, as confirmed by the tax board of the
county in which amunicipality is situated. The taxes for municipal, local and regional school districts and a county cover the
current calendar year. Turnover of the tax monies by a municipality to a school district are based on school needs and are
generally made on a periodic basis throughout the year. A municipality remits 100% of the county taxes, payable quarterly on
the 15th days of February, May, August and November.

Tax hills for the second half of the current calendar year and an estimate, based on 50% of the current fiscal year's tax
levy, for thefirst half of the following calendar year are mailed annually in June and are due August and November in the current
calendar year, and February and May of the following calendar year. Delinquent payments are subject to an interest penalty of
8% on the first $1,500 of delinquency and 18% on amounts exceeding $1,500. Unpaid taxes are subject to tax sales as of July
1 following the year of levy, in accordance with State statutes. Tax liens are subsequently subject to foreclosure proceedingsin
order to enforce tax collections or acquire title to the property.

BONDHOLDERS’ REMEDIES IN THE EVENT OF DEFAULT

Neither the Bonds nor the proceedings with respect thereto specifically provide any remedies to the bondholders if the
Borough defaultsin the payment of principal of or interest on the Bonds, nor do they contain any provisions for the appointment
of atrustee to enforce the interests of the bondholders upon the occurrence of such default. Upon any default in the payment of
the principal of or interest on a Bond, a bondholder could, among other things, seek to obtain awrit of mandamus from a court
of competent jurisdiction requiring the Borough to levy and collect atax upon all taxable property within the Borough, without
limitation asto rate or amount, sufficient to pay when due the principal of and interest on the Bonds as the same shall come due.
Themandamusremedy, however, may beimpractical and difficult to enforce. Further, theright to enforce payment of the principal
of or interest on the Bonds may be limited by bankruptcy, insolvency, reorganization, moratorium and similar laws and equitable
principles, which may limit the specific enforcement of certain remedies. See the caption “Municipal Bankruptcy” herein.

MUNICIPAL BANKRUPTCY

Any county, municipality, school district or other political subdivision of the State has the power to file a petition with
any United Statescourt or courtsin bankruptcy under thefederal bankruptcy act for the purpose of effecting aplan of readjustment
of its debts or for the composition of its debts, provided that the approval of the Municipal Finance Commission of New Jersey
has been obtained. The powers of the Municipa Finance Commission of New Jersey have been vested in the New Jersey Local
Finance Board.

Bankruptcy proceedings by the Borough could have adverse effects on the bondholders including (1) delay in the
enforcement of their remedies, (2) subordination of their claims to those supplying goods and services to the Borough after the
initiation of bankruptcy proceedings and to the administrative expenses of bankruptcy proceedings and (3) imposition without
their consent of areorganization plan reducing or delaying payment of the Bonds. The federal bankruptcy act contains provisions
intended to ensure that, in any reorganization plan not accepted by at least a majority of a class of creditors, such asthe holders
of general obligation indebtedness or the Bonds, such creditors will have the benefit of their original claim or the “indubitable
equivalent”. The effect of these and other provisions of the federal bankruptcy act cannot be predicted and may be significantly
affected by judicial interpretation.
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The above references to the federal bankruptcy act are not to be construed as an indication that the Borough expectsto
resort to the provisions of the federal bankruptcy act or that, if it did, such action would be approved by the Municipal Finance
Commission.

ABSENCE OF MATERIAL LITIGATION

To the knowledge of the Borough or the Borough Attorney, Anthony Fiorello, Esq., there is no litigation pending or
threatened, restraining or enjoining the issuance or the delivery of the Bonds now being offered for sale, or the levy or the
collection of any taxes to pay the principal of or the interest on said Bonds, or in any manner questioning the authority or the
proceedings for the issuance of said Bonds or for the levy or the collection of said taxes, or contesting the corporate existence or
the boundaries of the Borough or the title of any other present officers. A certificate to such effect will be executed by the
Borough's Attorney and delivered to the Original Purchaser of the Bonds at the closing. Moreover, to the knowledge of the
Borough Attorney, no litigation is presently pending or threatened that, in the opinion of the Borough Attorney, would have a
material adverse impact on the financial condition of the Borough if adversely decided.

APPROVAL OF LEGAL PROCEEDINGS

All legal matters relating to the authorization, issuance, sale and delivery of the Bonds are subject to the approval of
Hawkins Delafield & Wood LLP, Bond Counsel to the Borough, whose approving opinion will be delivered with the Bonds
substantially in the form as set forth in Appendix D. Certain legal matters will be passed upon for the Borough by its Attorney,
Anthony Fiorello, Esqg.

TAX MATTERS
Opinion of Bond Counsel

In the opinion of Hawkins Delafield & Wood LLP, Bond Counsel to the Borough, under existing statutes and court
decisions and assuming continuing compliance with certain tax covenants described herein, (i) interest on the Bondsis excluded
from gross income for federal income tax purposes pursuant to Section 103 of the Internal Revenue Code of 1986, as amended
(the“Code”) and (ii) interest on the Bondsis not treated as a preference item in cal cul ating the alternative minimum tax imposed
on individuals and corporations under the Code. In rendering its opinion, Bond Counsel has relied on certain representations,
certifications of fact, and statements of reasonable expectations made by the Borough in connection with the Bonds, and Bond
Counsel has assumed compliance by the Borough with certain provisions and procedures set forth in the Arbitrage and Use of
Proceeds Certificate of the Borough to be delivered in connection with the issuance of the Bonds.

In addition, in the opinion of Bond Counsel to the Borough, under existing statutes, interest on the Bondsis not included
in gross income under the New Jersey Gross Income Tax Act.

Bond Counsel expresses no opinion asto any other federal, state or local tax consequences arising with respect to the
Bonds, or the ownership or disposition thereof, except as stated above. Bond Counsel rendersits opinion under existing statutes
and court decisionsas of theissue date, and assumes no obligation to update, revise or supplement itsopinionto reflect any action
thereafter taken or not taken, any fact or circumstance that may thereafter cometo itsattention, any changein law or interpretation
thereof that may thereafter occur, or for any other reason. Bond Counsel expresses no opinion as to the consequence of any of
the events described in the preceding sentence or the likelihood of their occurrence. In addition, Bond Counsel expresses no
opinion on the effect of any action taken or not taken in reliance upon an opinion of other counsel regarding federal, state or local
tax matters, including, without limitation, exclusion from grossincome for federal income tax purposes of interest on the Bonds.

Certain Ongoing Federal Tax Requirements and Covenants

The Code establishes certain ongoing requirementsthat must be met subsequent to theissuance and delivery of the Bonds
inorder that interest on the Bonds be and remain excluded from grossincome under Section 103 of the Code. These requirements
include, but are not limited to, requirements relating to use and expenditure of gross proceeds of the Bonds, yield and other
restrictions on investments of gross proceeds, and the arbitrage rebate requirement that certain excess earnings on gross proceeds
berebated tothefederal government. Noncompliancewith such requirements may causeinterest on the Bondsto becomeincluded
in gross income for federal income tax purposes retroactive to their issue date, irrespective of the date on which such
noncompliance occurs or isdiscovered. By executing its Arbitrage and Use of Proceeds Certificate to be delivered concurrently
with the delivery of the Bonds, the Borough will certify that, to the extent it is empowered and allowed under applicable law, it
will comply with certain applicable requirements of the Code to assure the exclusion of interest on the Bonds from grossincome
under Section 103 of the Code.

-12 -



Certain Collateral Federal Tax Consequences

Thefollowingisabrief discussion of certain collateral federal income tax matters with respect to the Bonds. It does not
purport to address all aspects of federal taxation that may be relevant to a particular owner of a Bond. Prospective investors,
particularly those who may be subject to special rules, are advised to consult their own tax advisors regarding the federal tax
conseguences of owning and disposing of the Bonds.

Prospective owners of the Bonds should be aware that the ownership of such obligations may result in collateral federal
income tax consequences to various categories of persons, such as corporations (including S corporations and foreign
corporations), financial institutions, property and casualty and life insurance companies, individual recipients of Social Security
and railroad retirement benefits, individuals otherwise eligible for the earned income tax credit, and taxpayers deemed to have
incurred or continued indebtednessto purchaseor carry obligationstheinterest on whichisexcluded fromgrossincomefor federal
income tax purposes. Interest on the Bonds may be taken into account in determining the tax liability of foreign corporations
subject to the branch profits tax imposed by Section 884 of the Code.

Bond Premium

In general, if an owner acquires aBond for a purchase price (excluding accrued interest) or otherwise at atax basis that
reflects a premium over the sum of all amounts payable onthe Bond after the acquisition date (excluding certain “qualified stated
interest” that is unconditionally payable at |east annually at prescribed rates), that premium constitutes “bond premium” on that
Bond (a “Premium Bond”). In general, under Section 171 of the Code, an owner of a Premium Bond must amortize the bond
premium over theremaining term of the Premium Bond, based on the owner’s yield over the remaining term of the Premium Bond
determined based on constant yield principles(in certain casesinvolving aPremium Bond callable prior to itsstated maturity date,
the amortization period and yield may be required to be determined on the basis of an earlier call date that resultsin the lowest
yield on such bond). An owner of a Premium Bond must amortize the bond premium by offsetting the qualified stated interest
allocable to each interest accrual period under the owner’s regular method of accounting against the bond premium allocable to
that period. In the case of atax-exempt Premium Bond, if the bond premium allocable to an accrual period exceedsthe qualified
stated interest allocable to that accrual period, the excess is a nondeductible loss. Under certain circumstances, the owner of a
Premium Bond may realize ataxable gain upon disposition of the Premium Bond eventhoughit issold or redeemed for an amount
less than or equal to the owner’s original acquisition cost. Owners of any Premium Bonds should consult their own tax advisors
regarding the treatment of bond premium for federal income tax purposes, including various special rules relating thereto, and
stateand local tax consequences, in connection with the acquisition, ownership, amortization of bond premium on, sale, exchange,
or other disposition of Premium Bonds.

Infor mation Reporting and Backup Withholding

Information reporting requirementsapply tointerest pai d ontax-exempt obligations, including theBonds. Ingeneral, such
requirements are satisfied if the interest recipient completes, and provides the payor with, a Form W-9, “Request for Taxpayer
Identification Number and Certification,” or if the recipient is one of a limited class of exempt recipients. A recipient not
otherwiseexempt frominformationreporting who fail sto satisfy theinformation reporting requirementswill besubject to “backup
withholding,” which means that the payor is required to deduct and withhold a tax from the interest payment, calculated in the
manner set forthinthe Code. For the foregoing purpose, a “payor” generally refers to the person or entity from whom a recipient
receives its payments of interest or who collects such payments on behalf of the recipient.

If an owner purchasing a Bond through a brokerage account has executed a Form W-9 in connection with the
establishment of such account, as generally can be expected, no backup withholding should occur. In any event, backup
withholding does not affect the excludability of theinterest onthe Bondsfrom grossincomefor federal incometax purposes. Any
amounts withheld pursuant to backup withholding would be allowed as a refund or a credit against the owner’s federal income
tax once the required information is furnished to the Internal Revenue Service.
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Miscellaneous

Tax legidation, administrative actions taken by tax authorities, or court decisions, whether at the federal or state level,
may adversely affect the tax-exempt status of interest on the Bonds under federal or state law or otherwise prevent beneficia
ownersof the Bondsfromrealizing thefull current benefit of thetax status of suchinterest. In addition, such legislation or actions
(whether currently proposed, proposed in thefuture, or enacted) and such decisions could affect the market price or marketability
of the Bonds.

Prospective purchasers of the Bonds should consult their own tax advisors regarding the foregoing matters.
SECONDARY MARKET DISCLOSURE

In order to assist the underwriter in complying with Rule 15¢2-12 promulgated by the Securities and Exchange
Commission (“Rule 15¢2-12"), the Borough has undertaken to provide, on or before October 1 in each year whilethe Bonds are
outstanding, commencing October 1, 2020, for filing with the Municipal Securities Rulemaking Board (the “MSRB”), on an
annual basis, financial and operating information of the type hereinafter described and included in this Official Statement, which
isreferredto hereinas“Annual Information”, together with the annual financial statements of the Borough prepared in accordance
with generally accepted accounting principles as modified by governmental accounting standards and mandated State statutory
principlesasin effect from timeto timefor municipalities. 1naddition, the Borough has undertaken, for the benefit of the holders
of the Bonds, to provide to the MSRB, in atimely manner not in excess of ten (10) business days after the occurrence of the
specified event, the notices required to be provided by Rule 15¢2-12 and described below (the “Notices”).

The Annual Information with respect to the Borough means annual information concerning the Borough which consists
of financial and operating dataof the Borough of thetypeincluded inthis Official Statement relating to thefollowing: (i) property
tax levies and collections; (ii) assessed value of taxable property; (iii) property tax rates; and (iv) outstanding debt.

The Noticesinclude notices of any of the following events with respect to the Bonds: (1) principal and interest payment
delinguencies; (2) non-payment related defaults, if material; (3) unscheduled draws on debt service reserves reflecting financial
difficulties; (4) unscheduled draws on credit enhancements reflecting financial difficulties; (5) substitution of credit or liquidity
providers, or their failure to perform; (6) adverse tax opinions, theissuance by the Internal Revenue Service of proposed or final
determinations of taxability, Notices of Proposed Issue (IRS Form 5701-TEB) or other material notices of determinations with
respect to the tax status of the Bonds, or other material events affecting the tax-exempt status of the Bonds; (7) modificationsto
rights of holders of the Bonds, if material; (8) Bond calls (other than mandatory sinking fund redemptions) if material and tender
offers; (9) defeasances; (10) release, substitution, or sale of property securing repayment of the Bonds, if material; (11) rating
changes; (12) bankruptcy, insolvency, receivership or similar event of the Borough; (13) the consummation of a merger,
consolidation, or acquisition involving the Borough or the sale of all or substantially all of the assets of the Borough, other than
in the ordinary course of business, the entry into a definitive agreement to undertake such an action or the termination of a
definitive agreement relating to any such actions, other than pursuant to itsterms, if material; (14) appointment of a successor or
additional trustee or the change of name of atrustee, if material; (15) incurrence of afinancial obligation (asdefined in Rule 15¢2-
12) of the Borough, if material, or agreement to covenants, events of default, remedies, priority rights, or other similar items of
afinancial obligation of the Borough, any of which affect security holders, if material; and (16) default, event of acceleration,
termination event, modification of terms, or other similar events under the terms of afinancial obligation of the Borough, any of
which reflect financial difficulties.

The sole and exclusive remedy for breach or default under the undertaking to provide continuing disclosure described
aboveisan action to compel specific performance of the undertaking of the Borough, and no person, including any holder of the
Bonds, may recover monetary damagesthereunder under any circumstances. Inaddition, if al or any part of Rule 15¢2-12 ceases
to bein effect for any reason, then the information required to be provided under the undertaking, insofar asthe provision of Rule
15¢2-12 no longer in effect required the providing of such information, shall no longer be required to be provided.

The undertaking may be amended or modified without consent of the holders of the Bonds under certain circumstances

set forth in the undertaking. Copies of the undertaking when executed by the Borough upon the delivery of the Bondswill be on
file at the office of the Borough Clerk.
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The Borough has entered into prior undertakings to provide continuing disclosure for several outstanding bond issues.
Theundertakingsrequirethe Boroughto submit financial information on adate certain after the end of thefiscal year which occurs
on December 31%. The Borough did not file certain of its annual financial information for the fiscal year ended December 31,
2014 inatimely manner. In addition, the Borough failed to file notices with respect to such late filing. The Borough has taken
stepsto ensuretimely filingson agoing-forward basisand has appointed Phoenix Advisors, LL Cto serve as continuing disclosure

agent.

PREPARATION OF OFFICIAL STATEMENT

Thefirm of Ferraioli, Wielkotz, Cerullo & Cuva, P.A. (as of January 1, 2020, Wielkotz & Company, LLC), Auditor for
the Borough, has assisted in the preparation of this Official Statement with information obtained from Borough documents and
from other sources, including publicly available sources, considered reliable, but Wielkotz & Company, LL C, does not make any
warranty or other representation with respect to the accuracy and completeness of such information.

Wielkotz & Company, LLC takes responsibility for the audited financial statements to the extent specified in the
Independent Auditor's Report.

All other information has been obtai ned from sources which the Borough considersto be reliable but the Borough makes
no warranty, guaranty or other representation with respect to the accuracy and completeness of such information.

Hawkins Delafield & Wood LLP and Anthony Fiorello, Esg. have not participated in the preparation of the financial or
statistical information contained in this Official Statement, nor have they verified the accuracy, completeness or fairness thereof
and, accordingly, express no opinion with respect thereto.

LEGAL MATTERS

The delivery of the Bonds will be subject to the final approving opinion of Hawkins Delafield & Wood LLP, Newark,
New Jersey. Such opinion will accompany the Bonds and will be to the effect that the Bonds are valid and legally binding
obligations of the Borough, and the Borough has the power and obligation to levy ad valorem taxes upon all taxable property of
said Borough for the payment of the Bonds and the interest thereon without limitation asto rate or amount.

HawkinsDelafield & Wood LL P hasnot participated inthe preparation of thefinancial or statistical information contained
inthisOfficial Statement, nor hasit verified the accuracy, completenessor fairnessthereof and, accordingly, expressesno opinion
with respect thereto.

CREDIT RATING

Standard and Poor’s (“S&P”) has assigned arating of “AA” to the Bonds. Thisrating reflects only the view of S& P and
an explanation thereof may be obtained only from S& P. Certain information and materials, including information and materials
not included in this Official Statement, were furnished by the Borough to S&P. Generally, S&P bases its ratings on the
information and materials so furnished and on its investigations, studies and assumptions.

There is no assurance any such rating will remain in effect for any given period of time or that any such rating will not
berevised downward, suspended or withdrawn entirely by arating agency if, inthejudgment of such rating agency, circumstances
so warrant. Any such downward revision, suspension or withdrawal of arating may have an adverse effect on the market price
or the marketability of the Bonds. The Borough has not undertaken any responsibility to oppose any such downward revision,
suspension or withdrawal of arating.
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UNDERWRITING

The Bonds have been purchased from the Borough at a public sale by (the “Underwriter™) at a
priceof $

The Underwriter intends to offer the Bondsto the public initially at the offering prices set forth on the cover page of this
Official Statement, which may subseguently change without any requirement of prior notice. The Underwriter reservestheright
to join with dealers and other underwriters in offering the Bonds to the public. The Underwriter may offer and sell Bonds to
certain dealers (including deal ers depositing Bondsinto investment trusts) at prices|ower than the public offering prices set forth
on the cover page, and such public offering prices may be changed, from time to time, by the Underwriter without prior notice.

CLOSING CERTIFICATES

The purchaser will be furnished, at the time the Bonds are delivered, certificates in form satisfactory to Bond Counsel
evidencing (a) the proper execution and delivery of the Bonds, (b) receipt and payment therefor, and (c) the absence of litigation
now pending or, to the knowledge of the officers signing the Bonds, threatened to restrain or enjoin the issuance or delivery of
the Bonds.

Upon request, the Borough will state in a certificate signed on its behalf by its Chief Financial Officer and delivered at
the closing, that to such official's knowledge the descriptions and statementsin this Official Statement, on the date of this Official
Statement, are true and correct in all material respects and did not contain any untrue statement of amaterial fact or omit to state
a material fact necessary to make the statements herein, in the light of the circumstances under which they were made, not
misleading.

ADDITIONAL INFORMATION

Additional information may be obtained from the Borough of Wanaque, Municipal Building, 579 Ringwood Avenue,
Wanague, New Jersey, 07465, attention: Mrs. Mary Ann Brindisi, Chief Financial Officer or Mr. Paul M. Carelli, Administrator
(973-839-3000, ext. 7113).

MISCELLANEOUS

All summaries and explanations of provisions of laws, statutes or documents herein do not purport to summarize or
describe all of the provisions thereof, and reference is made to said laws, statutes or documents for further information.

The economic, debt and other summarieswhich appear in Appendix A attached hereto have been prepared from publicly
available sources of information described in said Appendix.

ThisOfficial Statement isnot to be construed asacontract or agreement between the Borough and the purchaser or hol der
of any of the Bonds. Any statements made in this Official Statement involving matters of opinion, whether or not expressly so
stated, are intended merely as opinions and not as representations of fact. The information and expressions of opinion herein are
subj ect to change without notice, and neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the Borough since the date hereof.

The Borough of Wanaque,
in the County of Passaic, New Jersey

By: /¢

Mary Ann Brindisi
Chief Financial Officer
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THE BOROUGH OF WANAQUE

General Information

Originally part of Pompton Township, the Borough was incorporated in 1918. The Borough covers an area of
approximately 8.3 square miles in the northeast section of Passaic County, adjacent to Bergen County. New York City is
about 35 miles southeast of the Borough. Paramus, in Bergen County with its myriad of shopping centers, is about 18 miles
via roads connecting with Route 208, a four-lane divided highway. Wayne and Paterson to the south are approximately 10
and 13 miles respectively distant. Within the Borough's borders is part of the Wanague Reservoir, the principal source of
water for the North Jersey District Water Supply Commission. Of the Borough's area, approximately 40% is public. Of the
remaining 60%, approximately 80% is developed and 20% undevel oped.

The Midvale section, in the Borough's northern part, experienced substantial residential development in the 1970's
and 1980's. The Haskell area, in the Borough's southern portion, was developed after World War |1 and also contains most
of the Borough's commercial and industrial businesses. Homes in the Midvale section have a value of $225,000 to up to
$500,000, with the average resale to be estimated at $325,000. Homes in the Haskell section are valued from $225,000 to
$400,000, with average resale value of $250,000.

Type of Government

The Mayor is the Borough's chief administrative officer, and is elected at large for afour-year term. The Council is
composed of six members, each elected at large for three-year terms on a staggered basis. The Council President is
appointed for a one-year term by avote of the Council members.

Borough Officials

Administrator
The position of Administrator is by appointment by the Borough Council.

Mr. Paul M. Carelli isthe Borough Administrator.

Borough Clerk
Ms. Katherine Falone was appointed Borough Clerk on August 4, 1992. Ms. Falone is tenured.

Chief Financial Officer
Ms. Mary Ann Brindisi is the Borough's Treasurer and Chief Financial Officer. Ms. Brindisi has held this position
since July 2, 1986. Ms. Brindisi istenured.

Tax Collector

Ann Smolen was appointed Tax Collector in 2010. Ms. Smolen is tenured. Her responsibilities include collection
of water and sewer bills.

Municipal Services

Police
The Police Department consists of a Chief of Police, twenty-seven uniformed officers, eight special police officers,
three school guards, and four non-uniformed employees.

Fire
The Volunteer Fire Department consists of a Fire Chief and sixty-five volunteer fire personnel. Fire apparatus
includes one 105' ladder truck with pump, three pumpers, one rescue truck and three cars.

Public Works
The Department of Public Works maintain approximately 25 miles of roads, the Borough's storm drainage system,
park system, other recreational facilities and the water/sewer (collection only) system infrastructure.



Health

The First Aid Squad, consisting of twenty volunteers and two first aid ambulances, is supported by donations from
the Borough and citizens. Hospital services are available at Chilton Memorial Hospital, Pompton Plains, Valley Hospital,
Ridgewood; St. Joseph’s, Wayne; St. Joseph's Hospital and Medical Center, Paterson; and a major burn center, St. Barnabas
Hospital in Livingston.

Recreation

The Borough has four parks and two playgrounds. Back Beach Park has two lighted fields for softball and soccer, a
lighted tennis court, and a playground. The Park also has hiking trails which connect to Ramapo State Forest. Memorial
Field has two lighted baseball fields, and is also used for football. Addice Park has two softball fields and a soccer field.
Hagstrom Field has two baseball/softball fields. The Borough, Lakeland Regional High School and the Wanaque Board of
Education jointly reconstructed fields at Addice Park and Wanague School and entered into a joint use agreement, adding
two fields.

Pulte Homes has constructed two (2) baseball fields and a soccer field on property leased to the Borough now
known as Hagstrom Field, as part of their municipal contribution for their devel opment.

Free Public Library
The Borough's Free Public Library, supported by local property taxes, was constructed and donated to the Borough
by the Wanague Borough Women's Club.

Solid Waste

Gaeta Sanitation provides once per week solid waste pickup (twice per week from May 15 to September 15), with
the cost included in Municipal taxes. Waste is disposed of at Waste Management, Hillsdale. The Borough has entered into a
five year contract with Waste Management to accept solid waste at a level, firm fixed price per ton for the full five year
contract.

TRANSPORTATION

Public transportation to New York City is available by the New Jersey Transit bus which travels regularly along
Ringwood Avenue. Thereis also a bus park and ride in Ringwood, which is adjacent to the Borough. New Jersey Transit
trains are within a 15 minute ride to Lincoln Park or Ramsey.

Interstate 287 is at the southern end of the Borough, which provides direct access to the New Y ork State Thruway,
Route 208/Route 4 (Hackensack, Bergen County, George Washington Bridge), Interstate 80 (Newark via 1-280, Morristown,
Delaware Water Gap), and Route 23 (New Y ork City - Lincoln Tunnel via Routes 46 and 3, Wayne, Paterson and Passaic).

BUILDING PERMITS

Per mits Estimated
Year | ssued Construction Cost
2019 392 $3,465,180
2018 414 4,924,018
2017 538 7,535,987
2016 575 11,051,683
2015 525 18,884,950
2014 412 6,323,811
2013 524 16,397,258
2012 436 3,176,675
2011 442 4,163,920
2010 371 3,971,719

Source: State of New Jersey State Data Center; and the Borough.



EDUCATIONAL FACILITIES
The Board of Education of the Borough of Wanague (the "Board") operates as a Type Il school district (the
"Digtrict") which is coterminous with the Borough's borders. The legally registered voters in the District elect nine members
to the Board on a staggered basis for athree year term, and vote annually on the District's budget.

The Board operates two schools as detailed below.

District Facilities

Original
Construction Addition/ Student Student
School Date Renovation Grades Capacity Enrollment
Haskell Elementary 1917 1956,1963 K-8 469 410
Wanague Elementary 1972 K-8 574 496

1,043 906

The Board does not operate a Middle School. There are approximately 442 Wanague students in grades 9-12 that
attend the Lakeland Regional High School, located in the Borough, together with students from the Borough of Ringwood.

The Board employs approximately 90 certified teachers, 6 other professionals, and 47.5 non-certified employees.
UTILITIES
Water Utility

The Water Utility is a self-supporting department which pays for its annual operation and maintenance expenses and
the annual debt service on outstanding debt from service charges which are billed quarterly.

The utility has two water storage tanks of 1 million gallons and 750 thousand gallons capacity. The Water Utility
completed replacing 13,000 feet of 12 inch water main in Ringwood Ave. The 80-100 old main, made of universal joint
pipe, experienced many leaks and lost water. The Water Utility replaces 500-1,000 feet of water mains each year, along with
service connections.

Water is supplied from artesian wells in three well fields, one located in Haskell (the principal supply), the second
in Midvale and the third, the Meadowbrook field, is also in the Borough's northern section. Water is chlorinated at the well
heads. The water distribution system is a 12-inch main loop with cross connections capable of simultaneous north and south
pumping. The Borough's water distribution system is connected to the Borough of Ringwood's, the Pompton Lakes
Municipal Utilities Authority's and the North Jersey District Water Supply Commission's water distribution systems for
emergency back-up supply.

Pulte Homes constructed a 2 million gallon per day water pump station on property leased to the Borough of
Wanague from the North Jersey District Water Supply Commission. The Borough will utilize an existing contract with the
Passaic Valley Water Commission for the purchase of up to one million gallons per day of water to supplement the
Borough's needs. The pump station is being constructed to handle a greater volume should the need arise to purchase more
water should there be aloss of one of the existing wells.



Customers

There are 3,355 metered connections serving approximately 4,800 customers.

A total of 95 residences (30 in the Borough's western portion, 20 in the northeastern portion and 45 in the southern
portion) have their own water supply. The Water Utility serves approximately 60% of the Borough's land area. The
principal area not serviced by water linesis that portion of the Borough to the west of the Wanague Reservoir.

Service Charges

All connections to the water distribution system are metered.

Residential Commercia

First 6,000 gallons or part thereof 49.00 79.75
Each 1,000 gallons or part thereof

6,000 - 25,000 gallons 4.25 4.25

over 25, 000 5.60
Connection Fees:

For each connection 1,500.00 1,500.00

For each 3/4" meter (1) 300.00 300.00

(1) If meter islarger than 3/4", customer isto pay actual cost of meter.

The following five-year comparison shows the water pumped, metered usage and historical operations.

Net
Total Gallons M etered Operating Revenuey
Year Pumped(000) Usage (1)(000) Revenues Expenses (2 (Deficit)
2019 277,340 261,259 $1,689,173 $1,917,247 $(228,074)
2018 296,281 266,585 2,057,658 2,004,850 52,808
2017 305,234 256,074 1,954,339 1,974,210 (19,871)
2016 325,410 286,313 1,969,334 1,831,217 138,117
2015 336,014 282,198 2,056,660 1,992,425 64,235

(1) Difference between the amount of water pumped and metered usage is primarily accounted for by municipal
and religious users.

(2) Excludes payments for capital improvements but includes debt service on water purpose debt.

Source: The Water Department and the Borough's audited financial statements.

Wastewater Collection System

The Wanague Borough Sewer Utility is responsible for the collection of all wastewater from residential, commercial
and industrial propertiesin the Borough, except for those properties which are permitted to have septic systems.

Wastewater collected by the Sewer Utility is treated by the Wanague Valley Regional Sewerage Authority (the
"Regional Authority"). The Regional Authority has upgraded its wastewater treatment facility in 1995 from .7 million
gallons per day ("MGD") to 1.25 million gallons per day. Wastewater conveyance facilities include a pumping station, force
main, interceptor sewer lines, and an outfall line to the Wanague River. The Utility has a portable generator for emergency
back-up power supply for the pumping station.



RETIREMENT SYSTEMS

All full-time permanent or qualified Borough employees who began employment after 1944 must enroll in one or
two retirement systems; Public Employees Retirement System and Police and Firemen's Retirement System depending upon
their employment status. These systems were established by acts of the State Legidlature. Benefits, contributions, means of
funding and the manner of administration are set by the State. The Division of Pensions within the Treasury Department of
the State is the Administrator of the funds with the benefit and contribution levels set by the state. The Borough is enrolled
in the Public Employees Retirement System and the Police and Firemen's Retirement System.

Public Employees Retirement System

The Public Employees Retirement System ("PERS') includes approximately 48 full-time and part-time Borough
employees. PERS is evaluated every year. Employee rates for contribution are normally determined by the rate applicable at
the age of enrollment.
Police and Firemen's Retirement System

Approximately 24 Borough employees are covered under the Police and Firemen's Retirement System ("PFRS").

Retirement System Payments

Fund 2019 2018 2017 2016 2015

Current Fund
PERS $248,326 $231,444 $220,408 $212,075 $193,031
PFRS 866,575 777,685 706,783 705,596 654,980
Social Security 190,740 186,726 182,844 179,383 176,000
1,305,641 1,195,855 1,110,035 1,097,054 1,024,011

Water Utility
Social Security 38,250 36,931 42,260 41,922 49,725
PERS 62,081 57,861 55,740 51,796 48,258
100331 94,792 98,000 93,718 97.983

Source: The Borough
LABOR RELATIONS
As of December 31, 2019, the Borough employed approximately 100 employees, of whom 40 employees are represented
by two collective bargaining units. Blue and white collar employees are represented by Teamsters 11. The present five year
contract expires December 31, 2020. The 24 uniformed police are represented by the Wanaque Police Association. The
current five year contract expires December 31, 2020.

Employee Bar gaining Units

Certain Borough employees are represented by bargaining agents which are shown below together with termination dates
of current contracts.

Classification Representation Date
Police Officers Fraternal Order of Police 12/31/20
Municipal Employees Public Works, Water Office and

Municipal Employees 12/31/20



LIABILITY INSURANCE

Liability insurance is purchased through the Polaris Galaxy Agency, Hasbrouck Heights, New Jersey from the New
Jersey Intergovernmental | nsurance Fund.

The Borough is part of a 22 member "municipal pool" arrangement for liability insurance coverage.
Liability insurance coverage consists of the following:

Per individual accident or occurrence, $5,000,000 for automobile and genera liability, plus umbrella coverage of
$10,000,000.

Police and Borough Officials are each covered separately for $5,000,000 per occurrence.

The Borough is self-insured for worker's compensation through the North Jersey Intergovernmental Insurance
Fund.

FINANCIAL OPERATIONS
Basis of Accounting

The accounting policies of the Borough conform to the accounting principals applicable to local governmental units
which have been prescribed by the Division. The following isasummary of the significant policies:

Basis of Accounting - A modified accrual basis of accounting is followed, with minor exceptions. Revenues are
recorded as received in cash except for certain amounts which may be due from the State of New Jersey.
Expenditures are recorded on the accrual basis. Appropriation reserves covering unexpended appropriation balances
are automatically created on December 31 of each year and recorded as liabilities, except for amounts which may be
cancelled by the governing body. Appropriation reserves are available, until lapsed at the close of the succeeding
year, to meet specific claims, commitments or contracts incurred or entered into during the preceding fiscal year.
Lapsed appropriation reserves are recorded as income.

Interfunds - Interfund receivablesin the Current Fund are recorded with offsetting reserves. Income s recognized in
the year the receivables are liquidated. Interfund receivablesin the other funds are not offset by reserves.

Fixed Assets- Property and equipment purchased by the Current and the General Capital Funds are recorded as
expenditures at the time of purchase and are not capitalized.

Current Fund

The Borough finances its operations primarily through the Current Fund. All tax receipts and most revenues are
paid into the Current Fund and substantially all expenditures are made by appropriations are paid from the Current Fund. The
Borough operates on a January 1 to December 31, fiscal year.

General Expenditures

Expenditures are comprised of those made for general Borough purposes, certain expenditures made from restricted
Federal, State and private grants, certain Federal or State mandated expenditures, deferred charges, debt service and capital
improvements. Budgeted expenditures for general Borough purposes include payments made primarily in support of the
Borough's various departments.



PROPOSED CAPITAL BUDGET AND CAPITAL IMPROVEMENT PROGRAM FOR YEAR

In accordance with the Local Budget Law, each local unit must adopt and annually revise a one to six year capital
program budget. The capital budget, when adopted, constitutes the planned appropriation of funds and sets forth the possible
capital expenditures which the local governmental unit may contemplate over the next one to six years. The Capital Budget
does not in itself confer any authorization to raise or expend funds, but is to be used as part of a local governmental unit's
planning and management program. The following is a summary of the Borough's 2019 capital budget and improvement

program by project.

Summary of Proposed Annual Funding Amounts

Year General Annual Water Annual
Funding Amount Funding Amount
2019 $1,865,000 $300,000

2019 Budget Appropriations, Funding Sour ces and Amounts

Planned Funding Services

Capital Grantsin
Estimated I mprovement Aid and Debt
Project Total Cost Fund Other Funds Authorized
Various Improvements $1,865,000 $340,000 $727,100 $797,900
Water $300,000 $ $ $300,000
Source: 2019 Adopted Budget.
CURRENT FUND REVENUE SOURCES
Revenue Anticipated Delinquent
Budget Surplus Revenues Taxes Tax Levy
Year Requirement(1) Appropriated  Collected (2) Collected Collected Surplus
2019(3) $14,575,346 $975,000 $2,884,973 $386,864 $11,208,169 $879,660
2018 13,769,876 955,000 2,491,056 322,825 10,662,031 661,036
2017 13,689,351 995,000 2,430,089 384,782 10,481,288 601,808
2016 13,350,265 952,500 2,203,081 456,663 10,394,417 656,396
2015 13,072,724 888,500 2,490,314 720,542 10,103,032 1,129,664

(1) Current year's appropriation budget is limited to the Index Rate or a 3.5% increase over the immediately preceding
year's final appropriations after giving effect to ratable growth or specified exemptions or emergencies. Includes

reserve for uncollected taxes.
(2) Reflects amount realized and non-budgeted revenue.
(3) Unaudited



CURRENT FUND BALANCES AND AMOUNTSUTILIZED
IN SUCCEEDING YEAR'SBUDGET

Current Fund

Balance

Year December 31 Amount Per cent

2019(2) $2,785,703

2018 2,474,792 975,000 39.40

2017 2,469,142 955,000 38.68

2016 2,572,342 995,000 38.68

2015 2,560,219 952,500 37.20

Water Utility

2019(2) $420,876

2018 583,467 272,649 46.73

2017 265,301 132,850 50.08

2016 262,345 104,896 39.98

2015 194,179 74,435 38.33

Sewer Utility

2019(2) $369,907

2018 498,862 378,316 75.84

2017 592,939 400,000 67.46

2016 678,623 388,317 57.22

2015 429,960 345,583 80.37

Source: The Borough's audited financial statements.
(1) Unaudited
TREND OF STATE AND FEDERAL AID

Energy Municipal Other Federal
Year Receipts Tax(1) Tax Relief Aid Aid Total
2019(2) $892,133 $10,225 $4,385 $-0- $906,743
2018 856,825 45,533 4,385 -0- 906,743
2017 833,900 68,458 4,385 -0- 906,743
2016 829,233 73,125 86,020 -0- 988,378
2015 829,233 73,125 222,562 -0- 1,124,920

(1) Represents taxes received from public utilitiesin the State. The State keeps a portion of such taxes, and distributes the
balance to local governmental units according to aformula. The amount of taxes distributed by the State to the local
governmental unitsis not governed by law.

(2) Unaudited

Source: Audited financial statements.



MAJOR REAL PROPERTY TAXPAYERS (1)

Taxpayer

North Jersey District Water Supply Commission
Wanague Real Property (Convalescent Center)
Omni 11 LLC (Nursing Home 25 Fifth Ave)

Wanaque Building Assoc (4 Union Ave)
NL Ventures X Third Ave (Arrow Shed)
Algonquin Gas c/o Duke Energy

1049 Ringwood Avenue, LLC
Shree Badha Shivan, LLC
Haskell Town Center LLC
Mountain Lakes Estates

Total Assessed Valuation

Assessed

Natur e of Business Valuation
Water Supply $19,158,600
Nursing Home 9,500,000
Nursing Home 6,500,000
Food Store 6,200,000
Aluminum Sheds 5,201,400
Natural Gas Supply 4,494,900
Realty 3,857,800
Realty 3,645,000
Realty 2,697,300
Realty 2,625,000
$63,880,000

5.71%

Proportion of Total 2019 Real Property Assessed Valuation of the Borough

(1) Availableinformation indicates that payment of taxes are current, and that none of the taxpayers shown have filed for
bankruptcy under Chapter 11 of the Federal Bankruptcy Code.

Source: The Borough's Tax Duplicates.

TREND OF NET ASSESSED AND EQUALIZED PROPERTY VALUATIONS

Real Property Net Assessed Valuations by Classification and Land Use Analysis

Classification 2019 2018 2017 2016 2015

Residential $991,182,000 $992,489,900 $988,682,600 $976,142,900 $976,794,800
Apartment 6,035,900 3,438,100 2,178,100 2,178,100 2,178,100
Farm 813,000 813,000 813,000 939,700 132,400
Commercial 70,309,900 70,933,700 72,102,400 86,100,400 86,193,800
Industria 19,394,900 19,349,700 19,349,700 19,791,700 19,791,700
Vacant Land 31,423,400 32,301,800 33,925,800 35,921,500 36,099,300
Total $1,119,159,100 $1,119,326,200 $1,117,051,600 $1,121,074,300 $1,121,190,100

Source: The Borough’s tax duplicates for the years shown.

(1) Revaluation




Net Assessed and Equalized Property Valuations

Net Assessed Valuation 2019 2018 2017 2016 2015

Real Property (1) $1,119,159,100  $1,119,326,200  $1,117,051,600  $1,121,074,300  $1,121,190,100
Personal Tangible Property(2) -0- -0- -0- -0- -0-
Total Net Assessed Vauation 1,119,159,100 1,119,326,200 1,117,051,600 1,121,074,300 1,121,190,100
Percent Increase/(Decrease) Over

Previous Y ear (0.015)% .20% (0.36)% (0.01)% (0.37)%
Equalized Vauation Ratio(3) 85.50% 87.09% 89.18% 90.73% 89.45%
Equalized Vaduation 1,318,773,459 1,295,067,963 1,262,422,911 1,245,557,989 1,257,130,277
Percent Increase/(Decrease) Over

Previous Y ear 1.83% 2.77% 1.35% (.92)% (2.50)%

(1) Net Assessed valuation after deductions permitted under New Jersey Statutes.

(2) Composed of "machinery, implements and equipment” of telephone, telegraph and messenger systems.
(3) Asequalized by the County.

(4) Revaluation

Source: The County's Abstracts of Ratables for years shown.

LEVY AND COLLECTION OF TAXES
As of December 31, for Years Shown

The Borough is the political entity responsible for the levying and collection of taxes on all taxable real property within its
borders, including the tax levies for the County and the school districts. The levy and collection of taxes are based upon the
Borough's Calendar Year. The Borough remits to the County 100% of its tax levy quarterly, on the 15th days of August and
November of the current calendar year, and the 15th days of February and May of the following calendar year. Turnover of
100% of tax levies for school purposes are based on school needs and are generally made on a periodic basis throughout the
year. Tax billsfor the second half of the current calendar year's tax levy and an estimate based on 50% of the levy for the first
half of the following calendar year, are mailed annually in June and are due in quarterly installments on the first days of
August, November, February and May. Delinquent payments are subject to an interest penalty of 8% on the first $1,500 of
delinquency and 18% on amounts exceeding $1,500. Unpaid taxes are subject to tax sale as of the eleventh day of the
eleventh month of the current tax year, in accordance with statutes of the State of New Jersey. Tax liens are subsequently
subject to foreclosure proceedings in order to enforce tax collections or acquire title to the property.

TAX RATE APPORTIONMENT
(Per $1,000 of Assessed Valuation)

Year Municipal(1) County(2) Local School Regional School Tax Rate
2019(3) 9.58 8.28 13.78 7.43 39.1
2018 9.19 8.48 13.48 7.15 38.3
2017 8.84 8.57 13.19 6.85 375
2016 8.95 8.32 12.74 6.46 36.5
2015 8.71 8.50 12.40 6.280 35.9

(1) Includes Municipal Open Space and Library.
(2) Includes County Open Space Tax.

(3) Unaudited

Source: Audited Financial Statements.



APPORTIONMENT OF TAX LEVY

Local Regional
Year Municipal (1) County(2) School School Tax Levy
2019(3) $ 10,742,359 $ 9258981 $ 15391623 $ 8,332,484 $ 43,725447
2018 10,297,368 9,477,164 15,082,840 8,004,482 42,861,854
2017 10,097,721 9,279,731 14,738,068 7,651,101 41,766,621
2016 10,027,651 9,331,352 14,282,718 7,245,034 40,886,755
2015 9,852,880 9,542,564 13,919,890 7,041,043 40,356,377
(2) Includes Municipa Open Space and Library.
(2) Includes County Open Space.
(3) Unaudited
TAX COLLECTION EXPERIENCE
Current Tax Levy Collection
Delinquent Total Per cent of
Taxes Taxes Current
Year Tax Levy Amount Per cent Collected Collected Tax Levy
2019(2) $ 43,744,669 $ 43,403,107 99.22% $ 386864 $ 43,789,971 100.10%
2018 42,921,178 42,461,260 98.93 322,825 42,784,085 99.68
2017 41,905,256 41,415,408 98.83 384,782 41,800,190 99.75
2016 41,020,395 40,539,206 98.83 456,663 40,995,869 99.94
2015 40,356,377 39,871,698 98.80 720,542 40,592,240 100.58
(1) Unaudited
DELINQUENT TAXESAND TAX TITLE LIENS
Tax Delinquent Total % to
Year TitleLiens Taxes Delinquent Current Levy
2019(1) $ 187543 % 302,880 $ 490,423 1.12%
2018 172,497 391,411 563,908 131
2017 164,612 358,124 522,736 1.25
2016 146,057 406,962 553,019 1.35
2015 125,518 482,158 607,676 151
(1) Unaudited



TAX TITLE LIENS

Added by

Balance Sales & Tax Liens Balance
Year January 1 Transfers Collected December 31
2019(2) $0
2018 164,612 38,444 30,559 172,497
2017 146,056 21,047 2,491 164,612
2016 125,518 21,112 574 146,056
2015 460,304 10,105 344,891 125,518

Source: The Borough's audited financial statements
(1) Unaudited

FORECLOSED PROPERTY

Balance
Year December 31
2019(1) $388,475
2018 388,475
2017 388 475
2016 388,475
2015 388,475

Source: The Borough's audited financial statements.
(1) Unaudited

COMPARISON OF MUNICIPAL TAX LEVY
TO
ANNUAL DEBT SERVICE REQUIREMENT

Municipal Debt Per cent of
Purpose Service Debt Service
Year Tax Levy Requirement ToTax Levy
2019 $10,630,443 $1,403,754 13.21%
2018 10,185,435 1,345,249 13.21
2017 9,986,016 1,162,222 11.64
2016 9,915,544 1,160,354 11.70
2015 9,703,523 1,225,428 12.63

Source: The Borough's audited financial statements.



AUTHORIZED BUT UNISSUED DEBT
(As Of December 31, 2019(1))

Authorized
Purpose Amount
General Capital:

Provision of Affordable Housing $36,000
2" Avenue Drainage System Improvements 22,100
Improvement of Various Roads 157,900
Improvement of Various Roads 215,000
Various Improvements 640,000
1,071,000
Water Capital - Various Water Improvements 850,000
$1,921,000

Sewer Capital: - N/A

TEMPORARY DEBT ISSUED AND OUTSTANDING
(As Of December 31, 2019(1))

Original
Interest Issue Maturity
Purpose Rate Date Date
Generd:
Improvements to Various Roads 2.75% 03/28/19 03/27/20
Improvements to Various Roads 2.75 03/28/19 03/27/20
Improvements to Various Roads 2.75 03/28/19 03/27/20
Improvements to Various Roads 2.75 03/28/19 03/27/20
Acquisition of Equipment 2.75 03/28/19 03/27/20
Improvements to Various Roads 2.75 03/28/19 03/27/20
Acquisition of Two Fire Trucks 2.75 03/28/19 03/27/20
Various Improvements 2.75 03/28/19 03/27/20
Various Road Improvements 2.75 03/28/19 03/27/20
Improvements to Various Roads 2.75 03/28/19 03/27/20
Improvements of Stormwater System 2.75 03/28/19 03/27/20
Water:
Improvements to Water System 2.75 03/28/19 03/27/20
Improvements to Water System 2.75 03/28/19 03/27/20
Improvements to Water System 2.75 03/28/19 03/27/20
Improvements to Water System 2.75 03/28/19 03/27/20
Improvements to Water System 2.75 03/28/19 03/27/20
(1) Unaudited

Amount
Outstanding

$281,250
153,750
141,250
333,000
207,000
425,000
85,000
990,000
243,000
225,000
313,500

225,000
210,000
280,000
325,000
450,000

$4,887,750




PERMANENT DEBT ISSUED AND OUTSTANDING
(As Of December 31, 2019(1))

Purpose

General Capital:
General Bonds of 2015
General Refunding Bonds of 2015
General Bonds of 2015

Total General Capital Debt

Water Utility:
Water Refunding Bonds of 2015
Water Bonds of 2015
NJEIT 2010

Sewer Utility
Revenue Bonds 2008A
Refunding Bonds 2008B

Loan Payable State of New Jersey:
Back Beach Phase 1

Total Permanent Debt | ssued and Outstanding

(1) Unaudited
Source: The Borough.

Interest
Rate

2.25t03.25
3.0t04.0
2.25t03.0

3.0t04.0
2.251t03.125
1.66 t0 6.54

4.77t05.16
3.5t04.25

2.00

Original
Issue
Date

2/26/15
2/26/15
2/26/15

2/1/15
2/26/15
7/28/10

9/16/08
9/16/08

2/10/98

M aturity
Date

2/1/35
21127
2/1/25

2/127
2/1/32
8/1/31

12/1/22
12/1/21

1/26/32

Amount
Outstanding

$444,000
3,290,000
10,105,000
13,839,000

760,000
612,000
1,999,000
3,371,000

2,137,261
1,325,000
3,462,261

147,373

$20,819,634



STATUTORY DEBT INFORMATION

(Asof December 31, 2019)

School Purpose:
Bonds and Notes I ssued
Authorized/Unissued Debt
Total School Purpose Debt
Deductions
Net Debt for School Purposes

Self-Liquidating Purpose:
Bonds and Notes Issued (Water Utility)
Bonds and Notes I ssued (Sewer Utility
Authorized/Unissued Debt (Water Utility)
Total Self-Liquidating Pur pose
Deductions
Net Debt for Self-Liquidating Purpose

Municipal Purpose:
General Bonds, Notes & Loans
Authorized/Unissued Debt
Total Gross M unicipal Debt
Deductions
Net Debt for Municipal Purpose

Total Gross Statutory Debt
Total Statutory Deductions

Total Net Statutory Debt

STATUTORY BORROWING POWER

(Asof December 31, 2019)

Statutory Equalized Valuation (1)
Statutory Borrowing Power (2)
Statutory Net Debt

Remaining Statutory Borrowing Power
Net Debt to Equalized Valuation

$10,362,510

10,362,510
10,362,510
0

4,861,000
3,462,261
850,000
9,173,261
9,173,261
0

17,384,123
1,071,000
18,455,123
154
18,454,969

37,990,894
19,535,925

$18,454,969

$1,318,486,001

46,147,010
18,454,969
27,692,041

1.400%

(1) Average for the immediately preceding three years (2019, 2018 and 2017) as calculated by State.

(2) 3.50% of the statutory equalized valuation.
Source: The Borough.



DIRECT AND OVERLAPPING DEBT
ISSUED AND OUTSTANDING
(Asof December 31, 2019)

Direct Debt Overlapping Debt
Direct Debt:
Bonds, Loans and Notes $17,384,123
Authorized Not Issued 1,071,000
Self-Liquidating Water Utility 5,711,000
Self-Liquidating Sewer Utility 3,462,261
27,628,384
Overlapping Debt:
Local and Regional School District $10,362,510
Passaic County (1) 8,515,224
Passaic County Utilities Authority (1) 1,220,875
Self-Supporting:
Wanague Valley Regional Sewerage Authority 13,537,207
33,635,816
Total Direct Debt:
Gross 27,628,384
Deductions 9,173,415
Net $18,454,969
Total Overlapping Debt:
Gross 33,635,816
Deductions 10,362,510
Net $23,273,306

(1) The Borough’s net share of the County’s debt is obtained by dividing the Borough’s 2019 equalized
valuation by the County’s 2019 equalization as obtained from the County’s abstract of ratables.
Source: The political entities shown.

DEBT RATIOS
Direct and
Direct Debt Overlapping Debt
Gross Net Gross Net
Per Capital 2010 Census: 11,116 $2,485 $1,660 $3,026 $2,094
Equalized Vauation: 1,318,486,001 2.095% 1.400% 2.551% 1.765%
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BOROUGH OF WANAQUE
SUMMARY OF
2019 ADOPTED BUDGET

Summary of General Revenues Anticipated:

Surplus $975,000
Miscellaneous Revenues:
Local Revenues 355,500
State Aid Without Offsetting Appropriations 906,743
Dedicated Uniform Construction Code Fees
Offset Without Appropriations 140,000
Special Items of General Revenue Anticipated
With Prior Consent of Director of
Local Government Services:
Interlocal Municipal Service Agreements 40,600
Public and Private Revenues 557,694
Other Specia Items 629,166
Total Miscellaneous Revenues 2,629,703
Delinguent Taxes Receipts 320,000
Sub-total General Revenues 3,924,703
Amount to be Raised for Support of Municipal
Budget, Including Reserve for Uncollected Taxes 10,194,059
Municipal Library Tax 436,384
Total Amount to be Raised by Taxes for Support
of Municipa Budget 10,630,443
Total General Reserves $14,555,146
Summary of General Appropriations:
Within "CAPS":
Operations:
Salaries and Wages 5,058,830
Other Expenses 4,415,065
Sub-total 9,473,895
Deferred Charges and Statutory Expenditures 1,313,640
Total Operations Within "CAPS" 10,787,535
Excluded From "CAPS":
Operations:
Salaries and Wages 32,000
Other Expenses 602,678
Capital Improvements 825,000
Municipal Debt Service 1,403,754
Deferred Charges -0-
Total General Appropriations Excluded From "CAPS" 2,863,432
Sub-total General Appropriations 13,650,967
Reserve for Uncollected Taxes 904,179
Total General Appropriations $14,555,146

Source: The Borough's 2019 Adopted Budget.
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INDEPENDENT AUDITOR’S REPORT

The Honorable Mayor and
Members of the Borough Council
Borough of Wanaque

Wanaque, New Jersey 07465

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various funds and account
group of the Borough of Wanaque in the County of Passaic, as of December 31, 2018 and 2017, the
related statement of operations and changes in fund balance - regulatory basis for the years then ended,
and the related statement of revenues - regulatory basis and statement of expenditures - regulatory basis
of the various funds for the year ended December 31, 2018, and the related notes to the financial
statements, which collectively comprise the Borough’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements
g D

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with the basis of accounting prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. Management is also responsible for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatements, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, the
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 of material misstatement.



The Honorable Mayor and
Members of the Borough Council
Page 2.

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 an 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 significant
accounting estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinions.

Basis for Adverse Opinion on U.S. Generally Accepted Accounting Principles

As described in Note 1 of the financial statements, the financial statements are prepared by the Borough
of Wanaque on the basis of the financial reporting provisions prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, which is a basis of
accounting other than accounting principles generally accepted in the United States of America, to meet
the requirements of New Jersey.

The effects on the financial statements of the variances between the regulatory basis of accounting
described in Note 1 and accounting principles generally accepted in the United States of America,
although not reasonably determinable, are presumed to be material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on
U.S. Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do
not present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of each fund of the Borough of Wanaque as of December 31, 2018 and
2017, or changes in financial position for the years then ended.

Basis for Qualified Opinion on Regulatory Basis of Accounting
As described in Note 16 of the financial statements, the Borough participates in a Length of Service
Award Program (LOSAP) for its volunteer fire and rescue personnel. The amount reflected in the trust

fund statements of $1,503,713.88 and $1,581,014.59 for 2018 and 2017, respectively, were not audited
and, therefore, we express no opinion on the LOSAP program.

C-2 FWCC
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Opinion on Regulatory Basis of Accounting

In our opinion, except for the effects of the matters described in the “Basis for Qualified Opinion on
Regulatory Basis of Accounting” paragraph, the financial statements referred to above, present fairly, in
all material respects, the regulatory basis balance sheets and account group as of December 31, 2018 and
2017, the regulatory basis statements of operations for the years then ended and the regulatory basis
statements of revenues and expenditures for the year ended December 31, 2018 in accordance with the
basis of financial reporting prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey as described in Note 1.

Emphasis of Matter
Adoption of New Accounting Principle

As discussed in Note 1 to the basic financial statements, during the year ended December 31, 2018, the
Borough adopted Governmental Accounting Standards Board Statement No. 75, Accounting and
Financial Reporting for Post Employment Benefits Other Than Pensions (an Amendment of GASB
Statement No. 45). As a result of the regulatory basis of accounting, described in the previous paragraph,
the implementation of this statement only required financial statement disclosure. Our opinions are not
modified with respect to this matter.

Other Matters
Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Borough of Wanaque’s basic financial statements. The supplementary
information listed in the table of contents and the letter of comments and recommendations section are
presented for purposes of additional analysis and are not a required part of the basic financial statements.

The supplemental information listed in the table of contents is the responsibility of management and
were derived from and relates 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 supplemental information listed in the table of contents is fairly stated, in all material
respects, in relation to the basic financial statements as a whole.
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The letter of comments and recommendations section has not been subject 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.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 18, 2019
on our consideration of the Borough of Wanaque’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and 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
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Borough of
Wanaque’s internal control over financial reporting and compliance.

James Cerullo, C.P.A.

Registered Municipal Accountant
No. 415

Fovaioti, Wittkots, Corwtts + Cuva,P.O..
FERRAIOLI, WIELKOTZ, CERULLO & CUVA, P.A.

Certified Public Accountants
Pompton Lakes, New Jersey

July 18, 2019
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Borough of Wanaque, N.J.

Comparative Balance Sheet - Regulatory Basis

Current Fund

December 31,

Assets
Current Fund:
Cash
Change Fund
Due from State of New Jersey:
Senior Citizen and Veteran Deductions

Receivables and Other Assets with Full Reserves:

Delinquent Taxes Receivable
Tax Title Liens Receivable
Property Acquired for Taxes -

Assessed Valuation
Revenue Accounts Receivable
Due from Passaic County
Interfund Receivables:

Animal Control Trust Fund

Other Trust Fund

Escrow Trust

Recycling Trust

Payroll Fund

Assessment Trust Fund

Federal and State Grant Fund:
State Grants Receivable
Interfund - Current Fund

Total Assets

Ref.

A-4
A-6

A-7

A-8

A-10
A-11
A-12

A-13
A-13
A-13
A-13
A-13
A-13

A-21
A-24

Exhibit A

Page 1 of 2

2018 2017
4,448,881.46 6,424,723.16
625.00 625.00
10,558.87 7,639.71
4,460,065.33 6,432,987.87
391,410.50 358,123.54
172,497.01 164,611.61
388,475.00 388,475.00
24,400.62 27,868.56
8,700.24 8,931.28
122.44 13.99
79,478.08
2,800.00 586.71
3,845.36
11,605.41 10,358.25
75,673.79
1,159,008.45 958,968.94
5,619,073.78 7,391,956.81
250,060.00 124,574.72
307,094.89 290,520.08
557,154.89 415,094.80
6,176,228.67 7,807,051.61

The accompanying "Notes to Financial Statements" are an integral part of these Financial Statements.



Exhibit A
Borough of Wanaque, N.J.

Page 2 of 2
Comparative Balance Sheet - Regulatory Basis
Current Fund
December 31,
Ref. 2018 2017
Liabilities, Reserves and Fund Balance
Current Fund:
Appropriation Reserves A-3/A-14 453,162.94 384,698.33
Encumbrances Payable A-15 139,332.86 190,614.80
Prepaid Taxes A-16 233,908.93 2,048,163.32
Interfunds Payable
Other Trust Fund A-13 17,260.77
Open Space Trust Fund A-13 32,423.42 84,173.94
Flex Spending Trust A-13 600.49 2,200.45
Assessment Trust Fund A-13 97,115.97
Federal and State Grant Fund A-13 307,094.89 290,520.08
Water Operating Fund A-13 20,695.14 2,146.67
General Capital Fund A-13 37,850.44
Local School Tax Payable A-17 181.00 179.00
Regional School Tax Payable A-18 9,487.62 9,487.62
County Taxes Payable A-19 28,373.26
Deposits for Redemption of Tax Sale Certificates A-20 29,552.86
Tax Overpayments A-20 3,386.17 28,620.91
Due to State of NJ:
Marriage Surcharge A-20 225.00 275.00
Building Surcharge A-20 1,207.00 1,150.00
Reserve for:
Revaluation / Tax Map A-20 60,134.15 60,134.15
Police Law Enforcement A-20 56.64 56.64
Project D.A.R.E. A-20 18,863.55 18,863.55
P.L.L.O.T. Service Charge A-20 666,663.09 670,258.79
1,985,273.33 3,963,846.11
Reserve for Receivables Contra 1,159,008.45 958,968.94
Fund Balance A-1 2,474,792.00 2,469,141.76
5,619,073.78 7,391,956.81
Federal and State Grant Fund:
Appropriated Reserve for Grants A-22 532,298.19 376,575.58
Unappropriated Reserve for Grants A-23 24,856.70 38,519.22
557,154.89 415,094.80
Total Liabilities, Reserves and Fund Balance 6,176,228.67 7,807,051.61

The accompanying "Notes to Financial Statements" are an integral part of these Financial Statements.

C-6
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Borough of Wanaque , N.J. Page 1 of 2

Comparative Statement of Operations and Changes in Fund Balance - Regulatory Basis
Current Fund

Year Ended December 31,

Ref. 2018 2017
Revenues and Other Income:

Fund Balance Utilized A-2 955,000.00 995,000.00
Miscellaneous Revenue Anticipated A-2 2,336,198.66 2,398,764.13
Receipts from Delinquent Taxes A-2 322,824.61 384,782.43
Receipts from Current Taxes A-2 42,461,260.13 41,415,407.86
Non-Budget Revenue A-2 154,857.27 49,737.42

Other Credits to Income:
Interfunds Returned A-13 10,958.95 31,867.20
Canceled Grant Reserves A-13 0.83 21,127.48
Unexpended Balance of Appropriation Reserves A-14 286,766.69 105,843.34
Canceled Tax Overpayments A-20 1.63 500.11
Total Revenues and Other Income 46,527,868.77 45,403,029.97

Expenditures:
Budget and Emergency Appropriations:
Operations:

Salaries and Wages A-3 4,961,798.59 4,981,039.00

Other Expenses A-3 4,975,087.22 5,031,533.58
Capital Improvement Fund A-3 365,000.00 300,000.00
Municipal Debt Service A-3 1,345,249.10 1,162,222.35
Deferred Charges and Statutory Expenditures -

Municipal A-3 1,234,129.42 1,338,391.00
Refund of Prior Years Revenue A-4 1,278.00 55,970.21
Interfund Advances A-13 173,525.08 10,958.95
Canceled Grants Receivable A-13 0.83 24,863.08
Municipal Open Space A-13 112,066.14 112,011.94
Local District School Tax A-17 15,082,840.00 14,738,068.00
Regional High School Tax A-18 7,827,791.50 7,448,067.50
County Taxes including Added Taxes A-19 9,488,452.65 9,308,104.16

Total Expenditures 45,567,218.53 44,511,229.77

C-7
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Borough of Wanaque , N.J. Page 2 of 2

Comparative Statement of Operations and Changes in Fund Balance - Regulatory Basis
Current Fund
Year Ended December 31,
Ref. 2018 2017
960,650.24

Excess (Deficit) Revenue Over Expenditures 891,800.20

Adjustment to Income Before Fund Balance - Expenditures

Included above Which are by Statute Deferred
Charges to Budget of Succeeding Year

Statutory Excess to Fund Balance 960,650.24 891,800.20
Fund Balance, January 1, 2,469,141.76 2,572,341.56
3,429,792.00 3,464,141.76

Decreased by:
Fund Balance Utilized as Budget Revenue 955,000.00 995,000.00
Fund Balance, December 31, 2,474,792.00 2,469,141.76

The accompanying "Notes to Financial Statements™ are an integral part of these Financial Statements.
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Borough of Wanaque , N.J.

Statement of Revenues - Regulatory Basis

Current Fund

Year Ended December 31, 2018

Fund Balance Anticipated

Miscellaneous Revenues:
Licenses:

Alcoholic Beverages

Licenses - Other
Fees & Permits
Fines and Costs:

Municipal Court
Interest and Costs on Taxes
Interest on Investments
Consolidated Municipal Property Tax Relief Aid
Energy Receipts Tax
Garden State Trust PILOT
Uniform Construction Code Fees
Interlocal Agreements

Street Lighting Contract
Clean Communities Program
Recycling Tonnage Grant
N.J. Transit Trust Fund Authority Act
Don't Text and Drive
Municipal Alliance
Alcohol Education and Rehabilitation Fund
Bulletproof Vest Program
Body Armor Replacement Fund
Cable TV
Uniform Fire Safety Act
Library Services
Hotel Occupancy Fee
Social Services Rent
Cellular Tower Lease
Wanaque BOE Field Reimbursement
General Capital Fund - Fund Balance
Municipal Open Space Share of Debt Service
Reserve for Debt Service

Total Miscellaneous Revenues
Receipts from Delinquent Taxes
Subtotal General Revenues

Amount to be Raised by Taxes for Support of
Municipal Budget - Local Tax for Municipal
Purposes Including Reserve for Uncollected Taxes

Budget Totals

Non-Budget Revenue

Ref.

A-1

A-11
A-2
A-2

A-11
A-5
A-11
A-4
A-4
A-4
A-11

A-12
A-21
A-21
A-21
A-21
A-21
A-21
A-21
A-21
A-11
A-11
A-11
A-11
A-11
A-11
A-11
A-11
A-11
A-11

A-1

A-1/A-2

A-2

A-1/A-2

Exhibit A-2

Page 1 of 2
Excess or
Budget Realized (Deficit)
955,000.00 955,000.00
21,000.00 20,000.00 (1,000.00)
7,000.00 8,313.00 1,313.00
11,500.00 11,425.60 (74.40)
186,500.00 172,272.09 (14,227.91)
82,500.00 82,793.31 293.31
30,000.00 116,653.71 86,653.71
45,533.00 45,533.00
856,825.00 856,825.00
4,385.00 4,385.00
165,000.00 148,529.00 (16,471.00)
8,100.00 8,931.28 831.28
20,044.47 20,044.47
9,437.22 9,437.22
200,000.00 200,000.00
5,500.00 5,500.00
44,880.00 44,880.00
1,351.14 1,351.14
5,177.76 5,177.76
2,508.63 2,508.63
58,210.00 58,112.00 (98.00)
18,000.00 23,407.96 5,407.96
22,000.00 22,000.00
71,000.00 69,763.41 (1,236.59)
81,989.00 81,984.00 (5.00)
191,000.00 206,371.08 15,371.08
5,000.00 5,000.00
43,000.00 43,000.00
30,000.00 30,000.00
32,000.00 32,000.00
2,259,441.22 2,336,198.66 76,757.44
370,000.00 322,824.61 (47,175.39)
3,584,441.22 3,614,023.27 29,582.05
10,185,434.70 10,662,030.91 476,596.21
13,769,875.92 14,276,054.18 506,178.26
154,857.27 154,857.27
13,769,875.92 14,430,911.45 661,035.53
A-3

The accompanying "Notes to Financial Statements" are an integral part of these Financial Statements.

C-9



Borough of Wanaque , N.J.

Statement of Revenues - Regulatory Basis

Current Fund

Year Ended December 31, 2018

Analysis of Realized Revenues

Revenue from Collections
Allocated to School and County Taxes

Balance for Support of Municipal
Budget Appropriations

Add : Appropriation - Reserve for Uncollected Taxes

Amount for Support of Municipal
Budget Appropriations

Receipts from Delinquent Taxes:
Delinquent Taxes
Tax Title Liens

Licenses - Other:
Clerk
Board of Health

Fees & Permits
Clerk
Police
Board of Health

Ref.

A-1/A-8

A-8

A-3

A-2,A-8

A-2

A-11

A-11

A-2

A-11

A-11

A-11

A-2

Analysis of Non-budget Revenues

Miscellaneous Revenues Not Anticipated:

Revenue Accounts Receivable:
Lyndhurst QPA Interlocal - Prior Year

Tax Miscellaneous
Insurance Dividend
FEMA
Senior Citizen and Veterans Administrative Fee
Homestead Rebate Administrative Fee
Developer Applications
Vaccine Reimbursements
Interest and Costs on Assessments
Use of Borough Property
DMV Inspections
Sale of Borough Assets
Various Refunds and Miscellaneous

Ref.

A-11

A-4

A-2

681.58
14,487.09
38,483.44

1,978.03
1,213.20
7,250.00
16,818.18
324.37
1,474.00
1,900.00
37,160.00

17,587.38

Exhibit A-2
Page 2 of 2

42,461,260.13

32,687,840.79

9,773,419.34

888,611.57

10,662,030.91

292,265.68

30,558.93

322,824.61

5,295.00

3,018.00

8,313.00

924.50
1,577.10

8,924.00

11,425.60

15,500.00

139,357.27

154,857.27

The accompanying "Notes to Financial Statements"” are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Comparative Balance Sheet - Regulatory Basis

Trust Funds

December 31,

Ref.
Assets

Assessment Trust Fund

Cash B-4, B-5

Assessments Receivable B-6

Interfund - Current Fund B-7

Prospective Assessments Funded B-8
Animal Control Trust Fund:

Cash B-4
Other Trust Funds:

Cash B-4

Interfund - Current Fund - Other Trust B-7

Interfund - Current Fund - Flex Spending B-7

Intrafund - Payroll Fund - Other Trust B-16
Open Space Trust

Cash B-4

Interfund - Current Fund B-7
Emergency Services Volunteer Length of

Service Award Program (Unaudited)
Cash in Plan B-4
Contributions Receivable B-20

Total Assets

Exhibit B

Page 1 of 2

2018 2017
100,682.88 1,893.80
4,846.89 5,846.21
97,115.97
792,300.00
105,529.77 897,155.98
735.39 3,270.83
735.39 3,270.83
1,805,209.12 1,653,654.21
17,260.77
600.49 2,200.45
3,289.06 113.06
1,809,098.67 1,673,228.49
259,096.03 123,169.56
32,423.42 84,173.94
291,519.45 207,343.50
1,445,063.88 1,526,964.59
58,650.00 54,050.00
1,503,713.88 1,581,014.59
3,710,597.16 4,362,013.39

The accompanying "Notes to Financial Statements™ are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Comparative Balance Sheet - Regulatory Basis

Trust Funds

December 31,

Ref.
Liabilities, Reserves & Fund Balance
Assessment Trust Fund
Interfund - Current Fund B-7
Interfund - General Capital Fund B-9
Assessment Serial Bonds B-10
Reserve for Assessments and Liens B-11
Fund Balance B-1
Animal Control Trust Fund:
Interfund - Current Fund B-7
Reserve for Animal Control Expenditures B-12
Other Trust Fund:
Interfund - Current Fund - Escrow B-7
Interfund - Current Fund - Payroll Fund B-7
Interfund - Current Fund - Other Trust B-7
Interfund - Current Fund - Recycling Trust B-7
Various Reserves B-14
Interfund - General Capital Fund B-16
Reserve for Recreation B-17
Payroll Deductions Payable B-18
Intrafund - Other Trust Fund - Payroll B-19
Open Space Trust Fund:
Reserve for Open Space Expenditures B-15
Emergency Services Volunteer Length of
Service Award Program (Unaudited)
Net Assets Available for Benefits B-21

Total Liabilities, Reserves and Fund Balances

Exhibit B

Page 2 of 2

2018 2017
75,673.79
6,000.00
624,000.00
4,846.89 255,146.21
19,009.09 18,009.77
105,529.77 897,155.98
122.44 13.99
612.95 3,256.84
735.39 3,270.83
2,800.00 586.71
11,605.41 10,358.25
79,478.08
3,845.36
1,599,934.47 1,577,328.78
12,712.03
50,740.06 31,416.56
44,694.20 53,425.13
3,289.06 113.06
1,809,098.67 1,673,228.49
291,519.45 207,343.50
291,519.45 207,343.50
1,503,713.88 1,581,014.59
1,503,713.88 1,581,014.59
3,710,597.16 4,362,013.39

The accompanying "Notes to Financial Statements" are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.
Comparative Schedule of Fund Balance - Regulatory Basis
Assessment Trust Fund

December 31,

Exhibit B-1

Ref. 2018 2017
Balance - January 1, B 18,009.77 17,060.31
Increased by:
Collection of Unpledged
Assessments B-11 999.32 949.46
Balance - December 31, B 19,009.09 18,009.77

The accompanying "Notes to Financial Statements™ are an integral
part of these Financial Statements.
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Borough of Wanaque, N.J.
Schedule of Revenues - Regulatory Basis
Assessment Trust Fund

Year Ended December 31, 2018

Budget
Ref. Revenue Realized
Assessment Cash 75,000.00 75,000.00
Deficit 30,000.00 30,000.00

B-3 105,000.00 105,000.00

Schedule of Expenditures - Regulatory Basis

Assessment Trust Fund

Year Ended December 31, 2018

Budget
Ref. Appropriation Expended

Payment of Bond Principal B-2 105,000.00 105,000.00

The accompanying "Notes to Financial Statements™ are an integral
part of these Financial Statements.

C-21

Exhibit B-2

Exhibit B-3



Borough of Wanaque , N.J.

Comparative Balance Sheet - Regulatory Basis

Assets
Cash
Various Grants Receivable
Deferred Charges to Future Taxation:
Funded
Deferred Charges to Future Taxation:
Unfunded
Interfund - Current Fund
Interfund - Assessment Trust Fund
Interfund - Other Trust Fund

Total Assets

Liabilities, Reserves and Fund Balance

General Serial Bonds
Bond Anticipation Notes
Loan Payable - NJDEP Green Trust
Improvement Authorizations:

Funded

Unfunded
Capital Improvement Fund
Down Payment on Improvements
Reserve for:

Debt Service

Bond Issue Costs

Special Needs Housing
Interfund - Water Capital Fund
Fund Balance

Total Liabilities, Reserves and Fund Balance

General Capital Fund

December 31,

Ref.

C-2/C-3

C-4

C-5

C-6
C-14
C-14
C-14

C-10
C-10
C-11
C-12

C-13
C-13
C-13
C-14
C-1

Exhibit C

2018 2017
2,189,640.65 2,923,757.22
543,195.72 725,907.52
14,841,654.71  15,082,733.66
3,455,849.98 5,305,849.98
37,850.44
6,000.00
12,712.03
21,086,903.53  24,038,248.38
14,684,000.00  14,915,000.00
3,397,750.00 4,744,250.00
157,654.71 167,733.66
364,854.83 350,685.41
959,510.61 2,895,329.66
165,433.73 48,425.00
15,000.00
29,653.53 55,653.53
21,066.51 21,066.51
795,859.00 795,859.00
463,679.86
32,440.75 44,245.61
21,086,903.53  24,038,248.38

Footnote: There was Authorized but not Issued Debt at December 31, 2018 and 2017

of $58,099.98 and $595,599.98 respectively per Exhibit C-15.

The accompanying "Notes to the Financial Statements" are an integral part of these Financial Statements.
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Exhibit D

Page 1 of 2
Borough of Wanaque, N.J.
Comparative Balance Sheet - Regulatory Basis
Water Utility Fund
December 31,
Ref 2018 2017
Assets
Operating Fund:
Cash D-5 1,198,849.22 972,185.40
Change Fund D-6 100.00 100.00
Interfund - Sewer Operating Fund D-9 21,600.16
Interfund - Current Fund D-9 20,695.14 2,146.67
Interfund - Water Utility Capital Fund D-9 1,036.08 37,190.81
1,220,680.44 1,033,223.04
Receivables with Full Reserves:
Consumers Account Receivable D-10 197,324.30 211,679.00
197,324.30 211,679.00
Total Operating Fund 1,418,004.74 1,244,902.04
Capital Fund:
Cash D-5/D-8 178,955.57 614,625.45
Fixed Capital D-11 10,414,865.16 10,414,865.16
Fixed Capital Authorized and Uncompleted D-12 2,345,000.00 2,345,000.00
Interfund - General Capital Fund D-25 463,679.86
Total Capital Fund 13,402,500.59 13,374,490.61
Total Assets 14,820,505.33 14,619,392.65

The accompanying "Notes to the Financial Statements" are an integral part of these Financial Statements.
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Exhibit D

Page 2 of 2
Borough of Wanaque, N.J.
Comparative Balance Sheet - Regulatory Basis
Water Utility Fund
December 31,
Ref 2018 2017
Liabilities, Reserves and Fund Balance
Operating Fund:
Interfund - Sewer Operating Fund D-9 94,233.27
Appropriation Reserve D-4/D-13 93,590.28 363,033.31
Encumbrances Payable D-14 40,364.62 12,254.34
Accrued Interest on Bonds D-15 77,743.30 78,898.19
Accrued Interest on Notes D-16 17,550.00
Security Deposits Payable D-17 375.00 375.00
Reserve for Water Improvement Escrow D-18 182,139.38 182,139.38
Water Rent Overpayments D-19 667.37 671.26
Reserve for Legal Settlement D-27 130,550.30 130,550.30
637,213.52 767,921.78
Reserve for Receivables Contra 197,324.30 211,679.00
Fund Balance D-1 583,466.92 265,301.26
Total Operating Fund 1,418,004.74 1,244,902.04
Capital Fund:
Serial Bonds Payable D-20 3,661,000.00 3,926,000.00
Bond Anticipation Notes D-21 1,490,000.00 1,040,000.00
Improvement Authorizations:
Funded D-22 62,708.80 306,431.80
Unfunded D-22 414,800.27 570,592.42
Capital Improvement Fund D-23 29,946.22 29,946.22
Reserve for Amortization D-24 6,528,865.16 6,263,865.16
Interfund - Water Utility Operating Fund D-25 1,036.08 37,190.81
Reserve for Deferred Amortization D-26 1,080,000.00 1,080,000.00
Fund Balance D-2 134,144.06 120,464.20
Total Capital Fund 13,402,500.59 13,374,490.61
Total Liabilities, Reserves and Fund Balances 14,820,505.33 14,619,392.65

The fixed capital reported is taken from the municipal records
and does not necessarily reflect the true condition of such fixed capital.
There was authorized but not issued debt at December 31, 2018 and 2017
of $0.00 and $450,000.00 respectively per Exhibit D-28.

The accompanying "Notes to the Financial Statements™ are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Exhibit D-1

Comparative Statement of Operations and Changes in Fund Balance - Regulatory Basis

Water Utility Operating Fund

Year Ended December 31,

Ref.
Revenue and Other Income Realized:
Surplus Anticipated D-3
Rents D-3
Miscellaneous Revenue D-3
Interlocal Service Agreement - WBSA D-3
PCIA Interest Rebate D-3
Additional Water Rents
Other Credits to Income:
Unexpended Balance of
Appropriation Reserves D-13
Total Income
Expenditures:
Operating D-4
Capital Improvements D-4
Debt Service D-4
Deferred Charges and
Statutory Expenditures D-4
Total Expenditures
Excess in Revenue over Expenditures
Expenditures Included Above Which are by Statute
Deferred Charges to Budget of Succeeding Years
Statutory Excess to Surplus
Fund Balance - January 1, D
Decreased by:
Utilized as Anticipated Revenue
Fund Balance - December 31, D

2018 2017
132,850.00 104,896.00
1,745,102.89 1,642,150.00
58,818.66 64,538.18
130,000.00 150,000.00
49,705.10 51,407.68
75,243.01
339,389.01 43,827.77
2,455,865.66 2,132,062.64
1,364,269.00 1,472,500.00
50,000.00 50,000.00
491,399.00 397,809.04
99,182.00 103,901.00
2,004,850.00 2,024,210.04
451,015.66 107,852.60
451,015.66 107,852.60
265,301.26 262,344.66
716,316.92 370,197.26
132,850.00 104,896.00
583,466.92 265,301.26

The accompanying "Notes to the Financial Statements" are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Statement of Revenues - Regulatory Basis

Water Utility Operating Fund

Year Ended December 31, 2018

Ref.
Operating Surplus Anticipated D-1
Rents D-1,D-7
Interlocal Service Agreement - Sewer Utility D-1, D-5
PCIA Interest Rebate D-1, D-5
Miscellaneous D-1
Budget Totals
Analysis Realized Revenues
Miscellaneous:
Interest on Deposits:
Late Interest Charge
Connection Fee
D-5

Exhibit D-3

Excess
Anticipated Realized (Deficit)
132,850.00 132,850.00
1,717,150.00 1,745,102.89 27,952.89
130,000.00 130,000.00
24,850.00 49,705.10 24,855.10
58,818.66 58,818.66
2,004,850.00 2,116,476.65 111,626.65
D-4
13,620.44
6,198.22
39,000.00
58,818.66

The accompanying "Notes to the Financial Statements” are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Statement of Expenditures - Regulatory Basis

Water Utility Operating Fund

Year Ended December 31, 2018

Ref.

Operating:
Salaries and Wages
Other Expenses
Purchase of Water

Total Operating D-1

Capital Improvements:
Capital Outlay

Total Capital Improvements D-1

Debt Service:
Payment of Bond Principal
Interest on Bonds
Interest on Notes
PCIA Loan Principal Payment
PCIA Loan Interest Payment

Total Debt Service D-1

Deferred Charges and Statutory Expenditures:
Statutory Expenditures:
Contribution to:
Public Employees' Retirement System
Social Security System (O.A.S.1.)

Total Deferred Charges and Statutory Expenditures D-1

Cash Disbursed D-5
Encumbrances Payable D-14
Interest on Bonds D-15
Interest on Notes D-16

Exhibit D-4

Appropriated Expended
Budget After Paid or
Budget Modification Charged Reserved

539,269.00 539,269.00 511,508.97 27,760.03
750,000.00 782,800.00 782,770.75 29.25
75,000.00 42,200.00 30,789.46 11,410.54
1,364,269.00  1,364,269.00 1,325,069.18 39,199.82
50,000.00 50,000.00 50,000.00
50,000.00 50,000.00 50,000.00

185,000.00 185,000.00 185,000.00

53,642.00 53,642.00 53,642.00

40,950.00 40,950.00 40,950.00

80,000.00 80,000.00 80,000.00

131,807.00 131,807.00 131,807.00

491,399.00 491,399.00 491,399.00
57,861.11 57,861.11 57,861.00 0.11
41,320.89 41,320.89 36,930.54 4,390.35
99,182.00 99,182.00 94,791.54 4,390.46
2,004,850.00 2,004,850.00 1,911,259.72 93,590.28

D-3 D

1,644,496.10

40,364.62

185,449.00

40,950.00

1,911,259.72

The accompanying "Notes to the Financial Statements™ are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Comparative Balance Sheet - Regulatory Basis

Sewer Utility Fund

December 31,

Ref
Assets
Operating Fund:
Cash E-4
Interfund - Water Operating Fund E-7

Receivables with Full Reserves:
Consumers Account Receivable E-8

Prepaid Expenses E-20
Total Operating Fund
Capital Fund:
Cash E-4/E-6
Fixed Capital E-9
Fixed Capital Authorized and Uncompleted E-10
Due from Passaic County - Community
Development Block Grant E-18
Interfund - Sewer Utility Operating Fund E-19

Total Capital Fund

Total Assets

Exhibit E

Page 1 of 2

2018 2017

941,452.81 1,090,973.67
94,233.27

1,035,686.08 1,090,973.67
455,379.37 462,018.67
42,375.00 16,875.00
497,754.37 478,893.67
1,533,440.45 1,569,867.34
2,021,787.98 1,986,509.39
13,772,138.73 13,772,138.73
2,413,158.50 2,413,158.50
1,794.41 1,794.41
308,752.88 344,031.47
18,517,632.50 18,517,632.50
20,051,072.95 20,087,499.84

The accompanying "Notes to the Financial Statements™ are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Comparative Balance Sheet - Regulatory Basis

Sewer Utilit

y Fund

December 31,

Liabilities, Reserves and Fund Balance

Operating Fund:
Interfund - Sewer Utility Capital Fund
Interfund - Water Operating Fund
Appropriation Reserve
Encumbrances Payable
Sewer Overpayments
Reserve for Sewer Improvement Escrow
Reserve for O&M Requirement
Accrued Interest on Bonds

Reserve for R
Fund Balance

eceivables

Total Operating Fund

Capital Fund:

Serial Bonds Payable

Improvement
Funded

Authorizations:

Reserve for Amortization

Bond & Debt

Service Reserve Fund

Deferred Reserve for Amortization
Total Capital Fund

Total Liabilities, Reserves and Fund Balances

Ref

E-7
E-7
E-3/E-11
E-12
E-13
E-13
E-13
E-14

Contra
E-1

E-15

E-16
E-17
E-21
E-22

Exhibit E

Page 2 of 2

2018 2017
308,752.88 344,031.47
21,600.16
115,208.77 19,488.09
2,584.51 260.62
1,568.93 1,929.47
45,000.00 45,000.00
57,000.00 57,000.00
6,709.00 8,725.00
536,824.09 498,034.81
497,754.37 478,893.67
498,861.99 592,938.86
1,533,440.45 1,569,867.34
4,087,261.35 4,692,261.35
1,562,408.97 1,562,408.97
11,740,640.88 11,135,640.88
769,926.30 769,926.30
357,395.00 357,395.00
18,517,632.50 18,517,632.50
20,051,072.95 20,087,499.84

The fixed capital reported is taken from the municipal records

and does not necessarily reflect the true condition of such fixed capital.

There were no bonds and notes authorized but not issued on December 31, 2018 and 2017

The accompanying "Notes to the Financial Statements™ are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Exhibit E-1

Comparative Statement of Operations and Changes in Fund Balance - Regulatory Basis

Sewer Utility Operating Fund

Year Ended December 31,

Revenue and Other Income Realized:

Surplus Anticipated

Rents

Miscellaneous Anticipated
Other Credits to Income:
Unexpended Balance of
Appropriation Reserves

Total Income

Expenditures:
Operating

Debt Service
Prepaid Expenses

Total Expenditures

Excess in Revenue over Expenditures

Expenditures Included Above Which are by Statute
Deferred Charges to Budget of Succeeding Years

Statutory Excess to Surplus

Fund Balance - January 1,

Decreased by:

Utilized as Anticipated Revenue

Fund Balance - December 31,

Ref.
E-2

E-2
E-2

E-11

E-3
E-20

2018 2017
400,000.00 388,316.67
4,220,692.80  4,142,956.78
266,056.70 245,659.65
19,673.63 15.65
4,906,423.13  4,776,948.75
3,867,316.00  3,815,000.00
707,684.00 659,316.67
25,500.00
4,600,500.00  4,474,316.67
305,923.13 302,632.08
305,923.13 302,632.08
592,938.86 678,623.45
898,861.99 981,255.53
400,000.00 388,316.67
498,861.99 592,938.86

The accompanying "Notes to the Financial Statements” are an integral part of these Financial Statements.
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Borough of Wanaque, N.J.

Statement of Revenues - Regulatory Basis

Operating Surplus Anticipated
Rents
Miscellaneous

Budget Totals

Analysis Realized Revenues
Miscellaneous:
Interest on Deposits
Late Interest Charge
Connection Fees

Ref.

E-1
E-1,E-5
E-1

Sewer Utility Operating Fund

Year Ended December 31, 2018

Exhibit E-2

Excess
Anticipated Realized (Deficit)
400,000.00 400,000.00
3,935,000.00 4,220,692.80 285,692.80
240,000.00 266,056.70 26,056.70
4,575,000.00 4,886,749.50 311,749.50
E-3
50,596.33
14,635.37
200,825.00
E-4 266,056.70

The accompanying "Notes to the Financial Statements"” are an integral part of these Financial Statements.
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Exhibit E-3
Borough of Wanaque, N.J.

Statement of Expenditures - Regulatory Basis
Sewer Utility Operating Fund

Year Ended December 31, 2018

Ref. Appropriated Expended
Budget After Paid or
Budget Modification Charged Reserved
Operating:
Other Expenses 217,806.00 217,806.00 102,597.23  115,208.77
Interlocal Water Utility 130,000.00 130,000.00 130,000.00
Interlocal WVRSA 3,519,510.00 3,519,510.00 3,519,510.00
Total Operating E-1 3,867,316.00 3,867,316.00 3,752,107.23 115,208.77
Debt Service:
Payment of Bond Principal 605,000.00 605,000.00 605,000.00
Interest on Bonds 102,684.00 102,684.00 102,684.00
Total Debt Service E-1 707,684.00 707,684.00 707,684.00
4,575,000.00 4,575,000.00 4,459,791.23 115,208.77
E-2 E
Cash Disbursed E-4 4,354,522.72
Encumbrances Payable E-12 2,584.51
Interest on Bonds E-14 102,684.00

4,459,791.23

The accompanying "Notes to the Financial Statements™ are an integral part of these Financial Statements.



Exhibit G
Borough of Wanaque, N.J.
Comparative Statement of General Fixed Assets - Regulatory Basis

December 31,

2018 2017
General Fixed Assets:
Land 5,931,300.00 5,931,300.00
Buildings 8,922,100.00 8,922,100.00
Machinery and Equipment 6,475,438.00 6,394,427.00

21,328,838.00 21,247,827.00

Investment in Fixed Assets 21,328,838.00 21,247,827.00

See accompanying notes to financial statements.

C-35



NOTE 1.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Governmental Accounting Standards Board (GASB) is the accepted standard-setting
body for establishing governmental accounting and financial reporting principles. The
GASB Codification establishes seven fund types and two account groups to be used by
governmental units when reporting financial position and results of operations in
accordance with accounting principles generally accepted in the United States of America
(GAAP).

The financial statements of the Borough of Wanaque have been prepared in conformity with
accounting principles and practices prescribed by the Division of Local Government
Services, Department of Community Affairs, State of New Jersey (the “Division”) which is
a comprehensive basis of accounting other than accounting principles generally accepted in
the United States of America. Such principles and practices are designed primarily for
determining compliance with legal provisions and budgetary restrictions and as a means of
reporting on the stewardship of public officials with respect to public funds. Under this
method of accounting, the Borough accounts for its financial transactions through the
following separate funds which differ from the fund structure required by GAAP.

A. Reporting Entity

The Borough of Wanaque (the “Borough”) operates under a Mayor/Council form of
government. The Borough’s major operations include public safety, road repair and
maintenance, sanitation, fire protection, recreation and parks, health services, and general
administrative services.

GASB has issued Statement No. 14 which requires the financial reporting entity to include
both the primary government and those component units for which the primary government
is financially accountable. Financial accountability is defined as appointment of a voting
majority of the component unit’s board, and either a) the ability to impose will by the
primary government, or b) the possibility that the component unit will provide a financial
benefit to or impose a financial burden on the primary government.

However, the municipalities in the State of New Jersey do not prepare financial statements
in accordance with GAAP and thus do not comply with all of the GASB pronouncements.
The financial statements contained herein include only those boards, bodies, officers or
commissions as required by NJS 40A:5-5. Accordingly, the financial statements of the
Borough do not include the Free Public Library, Volunteer Fire Department and the First
Aid Squad which are considered component units under GAAP. Complete financial
statements of the above components can be obtained by contacting the Treasurer of the
respective entity.
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NOTE 1.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation

The Borough uses funds, as required by the Division, to report on its financial position and
the results of its operations. Fund accounting is designed to demonstrate legal compliance
and to aid financial administration by segregating transactions related to certain Borough
functions or activities. An account group, on the other hand, is designed to provide
accountability for certain assets and liabilities that are not recorded in those Funds.

The Borough has the following funds and account groups:

Current Fund - This fund accounts for resources and expenditures for governmental
operations of a general nature, including Federal and State grants.

Trust Funds - Trust Funds are used to account for assets held by the government in a trustee
capacity. Funds held by the Borough as an agent for individual, private organizations, or
other governments are recorded in the Trust Funds.

Other Trust Fund - This fund is established to account for the assets and resources
which are also held by the Borough as a trustee or agent for individuals, private
organizations, other governments and/or other funds.

Animal Control Fund - This fund is used to account for fees collected from dog
licenses and expenditures which are regulated by NJS 4:19-15.11.

Assessment Trust Fund - This fund is used to account for receivables arising from
assessments for benefits accruing from local improvements. It also deals with
indebtedness or other obligations arising from the transfer from capital fund of the
liability of such indebtedness.

Payroll Fund - Receipts and disbursements of payroll withholdings that the Borough
collects on behalf of various agencies as their agents.

Emergency Services Volunteer Length of Service Award Program - This fund is used
to account for the cumulative amount of each participant’s length of service awards,
including any income, gains, losses or increases or decreases in market value
attributable to the investment of the participant’s length of service awards.

C-37



NOTE 1.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

General Capital Fund - This fund is used to account for the receipt and disbursement of
funds used for acquisition or improvement of general capital facilities, other than those
acquired in the Current Fund.

Water Operating and Water Capital Funds - Account for the operations and acquisition of
capital facilities of the municipality-owned water utility.

Sewer Operating and Sewer Capital Funds - Account for the operations and acquisition of
capital facilities of the municipality-owned sewer utility.

Public Assistance Fund - This fund is used to account for the receipt and disbursement of
funds that provide assistance to certain residents of the Borough pursuant to Title 44 of New
Jersey Statutes. Effective July 1, 2010, the Borough transferred administration of the
general assistance program to Passaic County Board of Social Services.

General Fixed Asset Account Group - To account for all fixed assets of the Borough. The
Borough’s infrastructure is not reported in the group.

Basis of Accounting

A modified accrual basis of accounting is followed by the Borough of Wanaque. Under this
method of accounting revenues, except State/Federal Aid, are recognized when received
and expenditures are recorded, when incurred. The accounting principles and practices
prescribed for municipalities by the Division differ in certain respects from accounting
principles generally accepted in the United States of America (GAAP) applicable to local
government units. The more significant differences are as follows:

Property Tax Revenues - Real property taxes are assessed locally, based upon the assessed
value of the property. The tax bill includes a levy for Municipal, County, and School
purposes. The bills are mailed annually in June for that calendar year’s levy. Taxes are
payable in four quarterly installments on February 1, May 1, August 1, and November 1.

The amounts of the first and second installments are determined as one quarter of the total
tax levied against the property for the preceding year. The installment due the third and
fourth quarters is determined by taking the current year levy less the amount previously
charged for the first and second installments, with the remainder being divided equally. If
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NOTE 1.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

unpaid on these dates, the amount due becomes delinquent and subject to interest at 8% per
annum, or 18% on any delinquency amount in excess of $1,500. The school levy is turned
over to the Board of Education as expenditures are incurred, and the balance, if any, must
be transferred as of June 30, of each fiscal year. County taxes are paid quarterly on
February 15, May 15, August 15 and November 15, to the County by the Borough. When
unpaid taxes or any municipal lien, or part thereof, on real property, remains in arrears on
April first in the year following the calendar year levy when the same became in arrears, the
collector in the municipality shall subject to the provisions of the New Jersey Statutes
enforce the lien by placing the property on a tax sale. Annual in rem tax foreclosure
proceedings are instituted to enforce the tax collection or acquisition of title to the property
by the Borough. In accordance with the accounting principles prescribed by the State of
New Jersey, current and delinquent taxes are realized as revenue when collected. Since
delinquent taxes and liens are fully reserved, no provision has been made to estimate that
portion of the taxes receivable and tax title liens that are uncollectible. GAAP requires
property tax revenues to be recognized in the accounting period when they become
susceptible to accrual, reduced by an allowance for doubtful accounts.

Miscellaneous Revenues - Miscellaneous revenues are recognized on a cash basis.
Receivables for the miscellaneous items that are susceptible to accrual are recorded with
offsetting reserves on the balance sheet of the Borough’s Current Fund and Water Operating
Fund. GAAP requires such revenues to be recognized in the accounting period when they
become susceptible to accrual.

Grant Revenues - Federal and State grants, entitlements or shared revenues received for
purposes normally financed through the Current Fund are recognized when anticipated in
the Borough’s budget. GAAP requires such revenues to be recognized in the accounting
period when they become susceptible to accrual.

Budgets and Budgetary Accounting - An annual budget is required to be adopted and
integrated into the accounting system to provide budgetary control over revenues and
expenditures for the current fund and water operating fund. Budget amounts presented in
the accompanying financial statements represent amounts adopted by the Borough and
approved by the State Division of Local Government Services per N.J.S.A. 40A:4 et seq.
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

The Borough is not required to adopt budgets for the following funds:

General Capital Fund Public Assistance Fund
Trust Fund Water Capital Fund
Sewer Capital Fund

The governing body shall introduce and approve the annual budget not later than
February 10, of the fiscal year. The budget shall be adopted not later than March 20, and
prior to adoption must be certified by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey. The Director of the Division of
Local Government Services, with the approval of the Local Finance Board may extend the
introduction and approval and adoption dates of the municipal budget. The budget is
prepared by fund, function, activity and line item (salary or other expense) and includes
information on the previous year. The legal level of control for appropriations is exercised
at the individual line item level for all operating budgets adopted. @ Emergency
appropriations, those made after the adoption of the budget and determination of the tax
rate, may be authorized by the governing body of the municipality. During the last two
months of the fiscal year, the governing body may, by a 2/3 vote, amend the budget through
line item transfers. Management has no authority to amend the budget without the approval
of the Governing Body. Expenditures may not legally exceed budgeted appropriations at
the line item level. Several budget transfers were approved by the governing body.

Expenditures - Are recorded on the “budgetary” basis of accounting. Generally,
expenditures are recorded when an amount is encumbered for goods or services through the
issuance of a purchase order in conjunction with an encumbrance accounting system.
Outstanding encumbrances at December 31, are reported as a cash liability in the financial
statements. Unexpended or uncommitted appropriations, at December 31, are reported as
expenditures through the establishment of appropriation reserves unless canceled by the
governing body. GAAP requires expenditures to be recognized in the accounting period in
which the fund liability is incurred, if measurable, except for unmatured interest on general
long-term debt, which should be recognized when due.
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B.  Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

Encumbrances - Contractual orders outstanding at December 31, are reported as
expenditures through the establishment of an encumbrance payable. Encumbrances do not
constitute expenditures under GAAP.

Appropriation Reserves - Are available, until lapsed at the close of the succeeding year, to
meet specific claims, commitments or contracts incurred during the preceding year. Lapsed
appropriation reserves are recorded as additions to income. Appropriation reserves do not
exist under GAAP.

Compensated Absences - Expenditures relating to obligations for unused vested
accumulated vacation and sick pay are not recorded until paid. GAAP requires that the
amount that would normally be liquidated with expendable available financial resources be
recorded as an expenditure in the operating funds and the remaining obligations be recorded
as a long-term obligation.

Property Acquired for Taxes - Is recorded in the Current Fund at the assessed valuation
when such property was acquired and fully reserved. GAAP requires such property to be
recorded in the General Fixed Assets Account Group at market value on the date of
acquisition.

Interfunds - Interfund receivables in the Current Fund are recorded with offsetting reserves
which are created by charges to operations. Income is recognized in the year the receivables
are liquidated. Interfund receivables in the other funds are not offset by reserves. GAAP
does not require the establishment of an offsetting reserve.

Inventories - The costs of inventories of supplies for all funds are recorded as expenditures
at the time individual items are purchased. The costs of inventories are not included on the
various balance sheets.

Cash and Investments - Cash includes amounts in demand deposits as well as short-term
investments with a maturity date within one year of the date acquired by the government.
Investments are stated at cost and are limited by N.J.S.A. 40A:5-15.1(a).
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BOROUGH OF WANAQUE, N.J.
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Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

Deferred Charges to Future Taxation Funded and Unfunded - Upon the authorization of
capital projects, the Borough establishes deferred charges for the costs of the capital
projects to be raised by future taxation. Funded deferred charges relate to permanent debt
issued, whereas unfunded deferred charges relate to temporary or nonfunding of the
authorized cost of capital projects. According to N.J.S.A. 40A:2-4, the Borough may levy
taxes on all taxable property within the local unit to repay the debt. Annually, the Borough
raises the debt requirements for that particular year in the current budget. As the funds are
raised by taxation, the deferred charges are reduced.

General Fixed Assets - The Borough of Wanaque has developed during the year 1999 a
fixed asset accounting and reporting system, as promulgated by the Division of Local
Government Services, which differs in certain respects from generally accepted accounting
principles.

Fixed assets used in governmental operations (general fixed assets) are accounted for in the
General Fixed Assets Account Group. Public domain (“infrastructure) general fixed assets
consisting of certain improvements other than buildings, such as roads, bridges, curbs and
gutters, streets and sidewalks and drainage systems are not capitalized.

No depreciation has been provided for in the financial statements.

Expenditures for construction in progress are recorded in the Capital Funds until such time
as the construction is completed and put into operation.

Fixed assets acquired through grants in aid or contributed capital have not been accounted
for separately.

GAAP requires that fixed assets be capitalized at historical or estimated historical cost if
actual historical cost is not available.

Use of Estimates - The preparation of financial statements requires management of the
Borough to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period.
Accordingly, actual results could differ from those estimates.
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)

Basis of Accounting, (continued)

Comparative Data - Comparative data for the prior year has been presented in the
accompanying balance sheets and statements of operations in order to provide an
understanding of changes in the Borough’s financial position and operations. However,
comparative data has not been presented in all statements and notes to financial statements
because their inclusion would make certain statements and notes to financial statements
unduly complex and difficult to understand.

Impact of Recently Issued Accounting Principles

Recently Issued and Adopted Accounting Pronouncements

For the year ended December 31, 2018, the Borough adopted Government Accounting
Standards Board GASB Statement No. 75, Accounting and Financial Reporting for Post-
Employment 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. As a result of adopting this Statement, the Borough was
required to measure and disclose liabilities, deferred outflows of resources, deferred inflows
of resources, and expense/expenditures related to their post-employment benefits other than
pensions. As a result of the regulatory basis of accounting previously described in Note 1,
the implementation of this Statement only required financial statement disclosure. There
exists no impact on the financial statements of the Borough.

C. Basic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit to be
presented in the general purpose financial statements to be in accordance with GAAP. The
Borough presents the financial statements listed in the table of contents which are required
by the Division and which differ from the financial statements required by GAAP. In
addition, the Division requires the financial statements listed in the table of contents to be
referenced to the supplementary schedules. This practice differs from GAAP.
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash

Custodial Credit Risk - Deposits

Custodial credit risk is the risk that in the event of a bank failure, the government’s deposits
may not be returned to it. The Borough’s policy is based on New Jersey Statutes requiring
cash be deposited only in New Jersey based banking institutions that participate in New
Jersey Governmental Depository Protection Act (GUDPA) or in qualified investments
established in New Jersey Statutes 40A:5-15.1(a) that are treated as cash equivalents. As of
December 31, 2018, $-0- of the Borough’s bank balance of $13,551,313.71 was exposed to
custodial credit risk.

Investments

Investment Rate Risk

The Borough does not have a formal investment policy that limits investment maturities as
a means of managing its exposure to fair value losses arising from increasing interest rates.
However, New Jersey Statutes 40A:5-15.1(a) limits the length of time for most investments
to 397 days.

Credit Risk

New Jersey Statutes 40A:5-15.1(a) limits municipal investments to those specified in the
Statutes. The type of allowance investments are Bonds of the United States of America,
bonds or other obligations of the towns or bonds or other obligations of the local unit or
units within which the town is located: obligations of federal agencies not exceeding 397
days; government money market mutual funds; the State of New Jersey Cash Management
Plan; local government investment pools; or repurchase of fully collateralized securities.

Concentration of Credit Risk

The Borough places no limit on the amount the Borough may invest in any one issuer.

Unaudited Investments

As more fully described in Note 16, the Borough has created a Length of Service Award
Program (LOSAP) for emergency service volunteers. The LOSAP investments are similar
to those allowed in a deferred compensation program as specified in NJSA 43:15B-1 et.
seq. except that all investments are retained in the name of the Borough. All investments
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NOTE 2. CASH, CASH EQUIVALENTS AND INVESTMENTS, (continued)

are valued at fair value. In accordance with NJAC 5:30-14.37, the investments are
maintained by VALIC, which is an authorized provider approved by the Division of Local
Government Services. The balance in the account on December 31, 2018 and 2017
amounted to $1,445,063.88 and $1,526,964.59, respectively.

The following investments represent 5% or more of the total invested with VALIC on
December 31, 2018 and 2017:

2018 2017
Fixed Income $230,357.20 $394,050.92
Index Funds 383,815.07 368,866.00
Growth Funds 351,323.95 238,905.60
Value Funds 259,169.26 295,635.16
All Others 220,398.40 229,506.91
Total $1,445,063.88 $1.526,964.59

NOTE 3. MUNICIPAL DEBT

Long-term debt as of December 31, 2018 consisted of the following:

Amounts Due

Balance Ending Within
Dec. 31,2017 Additions Reductions Balance One Year

Bonds Payable:

General Obligation Debt $14,915,000.00 $519,000.00 $750,000.00 $14,684,000.00 $845,000.00

Trust Assessment 624,000.00 624,000.00 0.00

Water Utility 3,926,000.00 265,000.00 3,661,000.00 290,000.00

Sewer Utility 4,692,261.35 605,000.00 4,087,261.35 625,000.00
Other Liabilities:

Compensated Absences Payable 732,422.71 71,542.02 84,852.88 719,111.85

Deferred Pension Liability 206,470.00 25,087.00 181,383.00 27,439.00

Green Trust Loan 167,733.66 10,078.95 157,654.71 10,281.53

$25,263,887.72 $590.542.02 $2,364,018.83 $23.490.41091 $1.797.720.53
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MUNICIPAL DEBT, (continued)

The Local Bond Law governs the issuance of bonds and notes to finance capital
expenditures. General obligation bonds have been issued for the general capital fund. All

bonds are retired in serial installments within the statutory period of usefulness.

Bonds

issued by the Borough are general obligation bonds, backed by the full faith and credit of the
Borough. Bond anticipation notes, which are issued to temporarily finance capital projects,
must be paid off within ten years and five months or retired by the issuance of bonds.

The Borough’s debt is summarized as follows:

SUMMARY OF MUNICIPAL DEBT

Issued:

Assessment Bonds

General Bonds, Notes and Loans

Water Utility - Bonds, Notes and Loans
Sewer Utility - Bonds, Notes and Loans
Total Issued

Less:
Funds Temporarily Held to Pay
Bonds and Notes:
General
Net Debt Issued

Authorized But Not Issued
General Bonds and Notes

Water Bonds and Notes

Total Authorized But Not Issued

Less Deductions:
Self Liquidating

Net Bonds and Notes Issued
and Authorized But Not Issued
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Year 2018 Year 2017 Year 2016
$0.00 $624,000.00 $731,000.00
18,239,404.71 19,826,983.66 15,742,614.01
5,151,000.00 4,966,000.00 4,131,000.00
4,087.,261.35 4,692.261.35 5,227,261.35
27.477,666.06 30,109,245.01 25.831.,875.36
29.653.53 171,653.53 55.,653.53
27.448.,012.53 29.937.591.48 25.776,221.83
58.,099.98 596,599.98 4,767,349.98
450,000.00 1,040,000.00
58.099.98 1,046.599.98 5,807,349.98
9,238.261.35 10,108.261.35 10,398.261.35

$18.267.851.16

$20.875.930.11

$21.,185.310.46




BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

NOTE 3. MUNICIPAL DEBT, (continued)

SUMMARY OF STATUTORY DEBT CONDITION - ANNUAL DEBT STATEMENTS

The summarized statement of debt condition which follows is prepared in accordance with
the required method of setting up the Annual Debt Statement and indicates a statutory net
debt of 1.424%.

Gross Debt Deductions Net Debt
Local School District Debt $10,910,000.00  $10,910,000.00 $0.00
Regional High School District Debt 334,564.77 334,564.77 0.00
Water Utility Debt 5,151,000.00 5,151,000.00 0.00
Sewer Utility Debt 4,087,261.35 4,087,261.35 0.00
General Debt 18,297,504.69 29,653.53 18,267,851.16

$38.780.330.81  $20,512.479.65  $18.267.851.16

Net Debt $18,267,851.16 divided by Equalized Valuation Basis per N.J.S. 40A:2-2 as
amended, $1,282,961,849.67 equals 1.424%.

BORROWING POWER UNDER N.J.S. 40A:2-6 AS AMENDED

3 2% of Equalized Valuation Basis (Municipal) $44,903,664.74
Net Debt 18,267,851.16
Remaining Borrowing Power $26.635.813.58
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NOTE 3. MUNICIPAL DEBT, (continued)

CALCULATION OF “SELF-LIQUIDATING PURPOSE”, WATER UTILITY
PER N.J.S.A. 40A:2-45

Cash receipts from fees, rents or other charges for $2,116,476.65
year
Deductions:
Operating and Maintenance Cost $1,463,451.00
Debt Service per Water Account 491,399.00
Total Deductions 1,954,850.00
Excess in Revenue $161,626.65

CALCULATION OF “SELF-LIQUIDATING PURPOSE”, SEWER UTILITY
PER N.J.S.A. 40A:2-45

Cash receipts from fees, rents or other charges for

year $4,886,749.50
Deductions:
Operating and Maintenance Cost $3,867,316.00
Debt Service per Sewer Account 707,684.00
Total Deductions 4,575,000.00
Excess in Revenue $311,749.50

Footnote: If there is an “excess in revenue”, all such utility debt is deductible. If there is a
“Deficit”, then the utility debt is not deductible to the extent of twenty times such deficit

amount or the total debt service, whichever is smaller.

The foregoing debt information is not in agreement with the annual debt statement filed by

the Chief Financial Officer.

C-48



NOTE 3.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

MUNICIPAL DEBT, (continued)

The Borough's long term debt consisted of the following at December 31, 2018:

Paid by Current Fund

Ringwood Avenue Sidewalk Bonds of 2015 with an interest rate of 2.25%-3.00%
issued February 26, 2015 due in installments through February 1, 2025

General Serial Bonds - General Improvement Bonds of 2015 with an interest rate of
2.25%-3.25% issued February 26, 2015, due in installments through February 1,
2035

General Refunding Bonds of 2015 with an interest rate of 3.00%-4.00% issued
February 26, 2015, due in installments through February 1, 2027

Loan Payable - Green Trust Loan - State of New Jersey dated April 26, 2012 with
an interest rate of 2.00% payable in semiannual installments through January 26,
2032

Total Current Fund

Paid by Water Utility Fund

Water Loan Program Bonds of 2010 with an interest rate of 1.66%-6.54% issued
July 28,2010, due in installments through August 1, 2031

Water Serial Bonds - Water Utility Bonds of 2015 with an interest rate of 2.25%-
3.125% issued February 26, 2015, due in installments through February 1, 2032

Water Refunding Bonds of 2015 with an interest rate of 3.00%-4.00% issued
February 26, 2015, due in installments through February 1, 2027

Total Water Utility Fund

Paid By Sewer Utility Fund

Sewer Revenue Bonds - Series 2008 A with an interest rate of 4.77%-5.16% issued
September 16, 2008, due in installments through December 1, 2028

Sewer Revenue Refunding Bonds - Series 2008B with an interest rate of 3.50%-
4.25% issued September 16, 2008, due in installments through December 1, 2021

Total Sewer Utility Fund
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Debt
Outstanding

$519,000.00

10,505,000.00

3,660,000.00

157,654.71

$14.841.654.71

2,099,000.00

652,000.00

910,000.00

$3,661.000.00

2,137,261.35

1,950,000.00

$4.087,261.35
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

MUNICIPAL DEBT, (continued)

General Capital and Water Capital Serial Bonds are direct obligations of the Borough for
which its full faith and credit are pledged, and are payable from taxes levied on all taxable
property located within the Borough and/or Water Utility Revenues.

In addition to the above, the Borough had authorized but not issued debt as follows:

General Capital $58.099.98
Water Capital $ -0-

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL AND INTEREST
FOR BONDED DEBT ISSUED AND OUTSTANDING

General
Calendar

Year Principal Interest
2019 $855,281.53 $455,034.45
2020 905,488.20 429,190.28
2021 975,699.01 399,654.47
2022 1,025,914.06 368,276.92
2023 1,076,133.43 335,270.05
2024-2028 5,058,115.18 1,127,257.18
2029-2033 3,545,023.30 498,818.84
2034-2035 1,400,000.00 45,500.00
$14.841.654.71 $3.659.002.19
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MUNICIPAL DEBT, (continued)

SCHEDULE OF ANNUAL DEBT SERVICE FOR PRINCIPAL AND INTEREST
FOR BONDED DEBT ISSUED AND OUTSTANDING, (continued)

Water Utility Sewer Utility
Calendar
Year Principal Interest Principal Interest
2019 $290,000.00 $177,300.85 $625,000.00 $80,500.00
2020 345,000.00 165,978.35 650,000.00 55,500.00
2021 350,000.00 151,125.85 675,000.00 28,687.50
2022 325,000.00 135,960.85 371,069.50 353,930.50
2023 300,000.00 121,795.85 348,422.40 371,577.60
2024-2028 1,285,000.00 420,564.25 1,417,769.45 2,052,230.55
2029-2032 766,000.00 87,236.93
$3,661,000.00 $1,259,962.93 $4,087,261.35 $2,942.426.15

BOND ANTICIPATION NOTES

The Borough issues bond anticipation notes to temporarily fund various capital projects prior
to the issuance of serial bonds. The term of the notes cannot exceed one year but the notes
may be renewed from time to time for a period not exceeding one year. Generally, such
notes must be paid no later than the first day of the fifth month following the close of the
tenth fiscal year following the date of the original notes. The State of New Jersey also
prescribes that on or before the third anniversary date of the original note a payment of an
amount at least equal to the first legally payable installment of the bonds in anticipation of
which such notes were issued be paid or retired. A second and third legal installment must
be paid if the notes are to be renewed beyond the fourth and fifth anniversary date of the
original issuance.

On December 31, 2018, the Borough had $3,397,750.00 in outstanding general capital bond
anticipation notes maturing on March 29, 2019 at an interest rate of 2.75% and
$1,490,000.00 in outstanding water capital bond anticipation notes maturing on March 29,
2019 at an interest rate of 2.75%. These notes were renewed on March 28, 2019 and
maturing on March 27, 2020 at an interest rate of 2.75%.
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

BOND ANTICIPATION NOTES, (continued)

The following activity related to bond anticipation notes occurred during the calendar year
ended December 31, 2018:

Beginning Ending
Balance Additions Reductions Balance
Notes Payable:
Oppenheimer & Co. $ $4,887,750.00 $ $4,887,750.00
Jefferies & Co. 5,784,250.00 5,784,250.00 0.00
$5,784.,250.00 $4,887,750.00 $5,784.,250.00 $4.887.750.00
LOAN AGREEMENTS

The Borough has entered into a loan agreement with the State of New Jersey for Memorial
Field Lighting Replacement. The loan is payable in 39 semiannual payments from the date
of the final consummation of the loan. The funds have been provided through the Green
Trust Program. The loan of $215,226.58 is at an interest rate of 2.00% under loan number
1613-08-031. Drawdowns of the $215,226.58 loan were initiated in 2012. Installment
payments of principal and interest on this loan are due on January 26 and July 26 of each
year.

DEFERRED CHARGES TO BE RAISED IN SUCCEEDING BUDGETS

Certain expenditures are required to be deferred to budgets of succeeding years. At
December 31, 2018, the Borough had no deferred charges.

LOCAL AND REGIONAL HIGH SCHOOL TAXES

Regulations provide for the deferral of not more than 50% of the annual levy when school
taxes are raised for a school year and have not been requisitioned by the School District.

The calculation of the Regional High School Tax balances and deferrals are as follows:

Regional High School Taxes

Balance Balance
Dec. 31,2018 Dec. 31,2017
Balance of Tax $4,011,728.62 $3.835,038.12
Deferred 4,002,241.00 3,825,550.50
Taxes Payable $_ 9.487.62 $__ 9.487.62

Local school taxes have been raised on a calendar year basis and there is no deferred liability
at December 31, 2018.
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PENSION PLANS

Description of Plans:

Borough employees participate in one of the two contributory, defined benefit public
employee retirement systems: the State of New Jersey Public Employees' Retirement System
(PERS) or the State of New Jersey Police and Firemen's Retirement System (PFRS); or the
Defined Contribution Retirement Program (DCRP), a tax-qualified defined contribution
money purchase pension plan under Internal Revenue Code (IRC) 401(a).

Public Employees’ Retirement System (PERS)

Plan Description

The State of New Jersey Public Employees' Retirement System (PERS) is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of New Jersey,
Division of Pensions and Benefits (the "Division"). For additional information about the
PERS, please refer to the Division's Comprehensive Annual Financial Report (CAFR) which
can be found at www.state.nj.us/treasury/pensions/annrpts.shtml.

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides retirement,
death and disability benefits. All benefits vest after ten years of service, except for medical
benefits, which vest after 25 years of service or under the disability provisions of PERS. The
following represents the membership tiers for PERS:

Tier Definition

Members who were enrolled prior to July 1, 2007

Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008
Members who were eligible to enroll on or after November 2, 2008 and prior to May 22, 2010
Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
Members who were eligible to enroll on or after June 28, 2011

DN B W =

Service retirement benefits of 1/55™ of final average salary for each year of service credit is
available to Tiers 1 and 2 members upon reaching age 60 and to Tier 3 members upon
reaching age 62. Service retirement benefits of 1/60™ of final average salary for each year of
service credit is available to Tier 4 members upon reaching age 62 and to Tier 5 members
upon reaching age 65. Early retirement benefits are available to Tiers 1 and 2 members
before reaching age 60, to Tiers 3 and 4 before age 62 with 25 or more years of service
credit and Tier 5 with 30 or more years of service credit before age 65. Benefits are reduced
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PENSION PLANS, (continued)

Public Employees’ Retirement System (PERS), (continued)

by a fraction of a percent for each month that a member retires prior to the age at which a
member can receive full early retirement benefits in accordance with their respective tier.
Tier 1 members can receive an unreduced benefit from age 55 to age 60 if they have at least
25 years of service. Deferred retirement is available to members who have at least 10 years
of service credit and have not reached the service retirement age for the respective tier.

Police and Firemens’ Retirement System (PFRS)

Plan Description

The State of New Jersey Police and Firemen's Retirement System (PFRS), is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of New Jersey
Division of Pensions and Benefits (the "Division"). For additional information about the
PFRS, please refer to the Division's Comprehensive Annual Financial Report (CAFR) which
can be found at www.state.nj.us/treasury/pensions/annrpts.shtml.

Police and Firemens’ Retirement System (PFRS)

Benefits Provided

The vesting and benefit provisions are set by N.J.S.A. 43:16A. PFRS provides retirement,
death and disability benefits. All benefits vest after ten years of service, except for disability
benefits, which vest after 4 years of service. The following represents the membership tiers
for PFRS:

Tier Definition

1 Members who were enrolled prior to May 22, 2010
2 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011
3 Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits are available at age 55 and are generally determined to be 2% of
final compensation for each year of creditable service, as defined, up to 30 years plus 1% for
each year of service in excess of 30 years. Members may seek special retirement after
achieving 25 years of creditable service, in which benefits would equal 65% (Tiers 1 and 2
members) and 60% (Tier 3 members) of final compensation plus 1% for each year of
creditable service over 25 years but not to exceed 30 years. Members may elect deferred
retirement benefits after achieving ten years of service, in which case benefits would begin
at age 55 equal to 2% of final compensation for each year of service.
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Defined Contribution Retirement Program

Prudential Financial jointly administers the DCRP investments with the NJ Division of
Pensions and Benefits. If an employee is ineligible to enroll in the PERS or PFRS, the
employee may be eligible to enroll in the DCRP. DCRP provides eligible members with a
tax-sheltered, defined contribution retirement benefit, along with life insurance and
disability coverage. Vesting is immediate upon enrollment for members of the DCRP.

The State of New Jersey, Department of the Treasury, Division of Pensions and Benefits,
issues publicly available financial reports that include the financial statements and required
supplementary information of the DCRP. The financial reports may be obtained by writing
to the State of New Jersey, Department of the Treasury, Division of Pensions and Benefits,
PO Box 295, Trenton, New Jersey, 08625-0295.

Employers are required to contribute at an actuarially determined rate. Employee
contributions are based on percentages of 5.50% for DCRP of employees' annual
compensation, as defined. The DCRP was established July 1, 2007, under the provisions of
Chapter 92, P.L. 2007 and expanded under the provisions of Chapter 89, P.L. 2008.
Employee contributions for DCRP are matched by a 3% employer contribution.

Significant Legislation

On March 17, 2009, the legislative of the State of New Jersey enacted Public Laws 2009,
c.19(S-21) the “Pension Deferral Program”. This law allows the Division of Pensions and
Benefits to provide non-state government pension system employers the option of paying
their full amount, or an amount that reflects a 50 percent reduction of the normal and
accrued liability component of the Public Employees’ Retirement System and/or the Police
and Firemen’s Retirement System obligation for payment due to the State Fiscal Year
ending June 30, 2009. The amount deferred will be repaid starting in April 2012 over a 15-
year period at 8% percent. The amount will fluctuate based on pension system investment
earnings on the deferred amount. The local employer is allowed to payoff the obligation at
any time prior to April 2012. The Borough of Wanaque opted for this deferral in the
amount of $315,277.00.

Of this amount, $80,352.00 represents the Public Employees’ Retirement System deferral
and $234,925.00 represents the Police and Firemens’ Retirement System deferral. The
outstanding balance at December 31, 2018 for PERS is $45,810.00 and PFRS is
$135,573.00. The principal amounts that are due in 2019 are $7,120.00 for PERS and
$20,319.00 for PFRS.
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Contribution Requirements

The contribution policy is set by laws of the State of New Jersey and, in most retirement
systems, contributions are required by active members and contributing employers. Plan
member and employer contributions may be amended by State of New Jersey legislation.
The pension funds provide for employee contributions based on 5.5% for PERS. This
amount will increase to 6.5% plus an additional 1% phased in over 7 years beginning 2012
and 8.5% for PFRS, which increased to 10% in October 2011, of the employee’s annual
compensation, as defined by law. Employers are required to contribute at an actuarially
determined rate in all Funds except the SACT. The actuarially determined employer
contribution includes funding for cost-of-living adjustments and noncontributory death
benefits in the PERS and PFRS.

The Borough’s contribution to the various plans, equal to the required contributions for each
year, were as follows:

Year PERS PFRS DCRP

2018 $274.,250.00 $741,609.00 $5,064.47
2017 276,148.00 706,783.00 3,435.42
2016 258,980.00 705,596.00 3,685.10

Statement No's 68 and 71 require a state or local government employer to recognize a net
pension liability measured as of a date (the measurement date) no earlier than the end of its
prior fiscal year. However, since the financial statements are prepared on another
comprehensive basis of accounting, the net pension liability of the various pension systems
is not recorded in the financial statements and is only required to be disclosed in the notes to
the financial statements.

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

Public Emplovees Retirement System (PERS)

At December 31, 2018, the Borough had a liability of $5,878,523 for its proportionate share
of the PERS net pension liability. The net pension liability was measured as of June 30,
2018, and the total pension liability used to calculate the net pension liability was
determined by an actuarial valuation as of that date. The Borough's proportion of the net
pension liability was based on a projection of the Borough's long-term share of
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions, (continued)

Public Employees Retirement System (PERS), (continued)

contributions to the pension plan relative to the projected contributions of all participating
governmental entities, actuarially determined. At June 30, 2018, the Borough's proportion
was .02985613 percent, which was an increase of 0.0002520699 percent from its proportion
measured as of June 30, 2017.

For the year ended December 31, 2018, the Borough recognized pension expense of
$274,250. At December 31, 2018, deferred outflows of resources and deferred inflows of
resources related to PERS from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference between expected and actual experience $112,104.00 $30,312.00
Changes of assumptions 968,683.00 1,879,639.00
Net difference between projected and actual earnings
on pension plan investments 55,141.00
Changes in proportion and differences between Borough
contributions and proportionate share of contributions 183,552.00 62,291.00
Total $1.264,339.00 $2.027.383.00

Amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date (June 30, 2018) will be recognized as a
reduction of the net pension liability in the subsequent year. Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to pensions
(excluding changes in proportion) will be recognized in pension expense as follows:

Year ended June 30:
2019 $40,800
2020 (56,488)
2021 (405,066)
2022 (351,117)
2023 (112,432)
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions, (continued)

Public Employees Retirement System (PERS), (continued)

Changes in Proportion

The previous amounts do not include employer specific deferred outflows of resources and
deferred inflows of resources related to changes in proportion. These amounts should be
recognized (amortized) by each employer over the average of the expected remaining service
lives of all plan members, which is 5.63, 5.48, 5.57, 5.72 and 6.44 years for 2018, 2017,
2016, 2015 and 2014 amounts, respectively.

Additional Information

Local Group Collective balances at June 30, 2018 and June 30, 2017 are as follows:

June 30, 2018 June 30, 2017
Collective deferred outflows of resources $4,684,852,302 $6,424,455,842
Collective deferred inflows of resources 7,646,736,226 5,700,625,981
Collective net pension liability 19,689,501,539 23,278,401,588
Borough's Proportion 0.029856130% 0.0296040601%

Actuarial Assumptions

The collective total pension liability for the June 30, 2018 measurement date was
determined by an actuarial valuation as of July 1, 2017, which rolled forward to June 30,
2018. This actuarial valuation used the following assumptions, applied to all periods in the
measurement.

Inflation 2.25 Percent
Salary Increases:
Through 2026 1.65-4.15 Percent (based on age)
Thereafter 2.65-5.15 Percent (based on age)
Investment Rate of Return 7.00 Percent
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions, (continued)

Public Employees Retirement System (PERS), (continued)

The actuarial assumptions used in the June 30, 2017 valuation were based on the results of
an actuarial experience study for the period July 1, 2011 to June 30, 2014. It is likely that
future experience will not exactly conform to these assumptions. To the extent that actual
experience deviates from these assumptions, the emerging liabilities may be higher or lower
than anticipated. The more the experience deviates, the larger the impact on future financial
statements.

Mortality Rates

Pre-retirement mortality rates were based on the RP-2000 Employee Pre-retirement
Mortality Table for male and female active participants. For State employees, mortality
tables are set back 4 years for males and females. For local employees, mortality tables are
set back 2 years for males and 7 years for females. In addition, the tables provide for future
improvements in mortality from the base year of 2013 using a generational approach based
on the Conduent modified 2014 projection scale. Post-retirement mortality rates were based
on the RP-2000 Combined Healthy Male and Female Mortality Tables (setback 1 year for
males and females) for service retirements and beneficiaries of former members. In
addition, the tables for service retirements and beneficiaries of former members provide for
future improvements in mortality from 2012 to 2013 using Projection Scale AA and using a
generational approach based on the Conduent 2014 projection scale thereafter. Disability
retirement rates used to value disabled retirees were based on the RP-2000 Disabled
Mortality Table (set back 3 years for males and set forward 1 year for females).

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments
(7.00% at June 30, 2018) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investments and Division of Pensions and Benefits, the board of
trustees and the actuaries. The long-term expected rate of return was determined using a
building block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected rate
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions, (continued)

Public Employees Retirement System (PERS), (continued)

of return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real rates of return
for each major asset class included in PERS's target asset allocation as of June 30, 2018 are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Risk Mitigation Strategies 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
High yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real asset 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. equity 30.00% 8.19%
Non-U.S. developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%

Discount Rate

The discount rate used to measure the total pension liability was 5.66% as of June 30, 2018.

This single blended discount rate was based on the long-term expected rate of return on
pension plan investments of 7.00% and a municipal bond rate of 3.87% as of June 30, 2018
based on the Bond Buyer GO 20-Bond Municipal Bond Index, which includes tax-exempt
general obligation municipal bonds with an average rating of AA/Aa or higher. The
projection of cash flows used to determine the discount rate assumed that contributions from
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and
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Public Employees Retirement System (PERS), (continued)

plan members will be made at the current member contribution rates and that contributions
from employers will be made based on the contribution rate in the most recent fiscal year.
The State employer contributed 50% of the actuarially determined contributions and the
local employers contributed 100% of their actuarially determined contributions. Based on
those assumptions, the plan's fiduciary net position was projected to be available to make
projected future benefit payments of current plan members through June 30, 2046.
Therefore, the long-term expected rate of return on plan investments was applied to
projected benefit payments through June 30, 2046 and the municipal bond rate was applied
to projected benefit payments after that date in determining the total pension liability.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers as
of June 30, 2018 respectively, calculated using the discount rate as disclosed above as well
as what the collective net pension liability would be if it was calculated using a discount rate
that is 1 -percentage point lower or 1- percentage-point higher than the current rate:

June 30, 2018

1% At Current 1%
Decrease Discount Rate Increase
4.66% 5.66% 6.66%
Borough's proportionate share of
the pension liability $7,690,127 $5,878,523 $4,609,177

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the
separately issued Financial Report for the State of New Jersey Public Employees Retirement
System (PERS). The financial report may be accessed at www.state.nj.us/treasury/pensions.
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred
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Police and Firemen's Retirement System (PFRS)

At December 31, 2018, the Borough had a liability of $11,492,721.00 for its proportionate
share of the PFRS net pension liability. The net pension liability was measured as of June 30,
2018, and the total pension liability used to calculate the net pension liability was determined
by an actuarial valuation as of that date. The Borough's proportion of the net pension liability
was based on a projection of the Borough's long-term share of contributions to the pension
plan relative to the projected contributions of all participating governmental entities,
actuarially determined. At June 30, 2018, the Borough's proportion was 0.0849321603
percent, which was an increase of 0.0011362809 percent from its proportion measured as of
June 30, 2017.

For the year ended December 31, 2018, the Borough recognized pension expense of
$741,609.00. At December 31, 2018, deferred outflows of resources and deferred inflows of
resources related to PFRS from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources

Difference in actual and expected experience $116,923.00 $47,560.00
Changes of assumptions 986,496.00 2,945,386.00
Net difference between projected and actual earnings

on pension plan investments 62,876.00

Changes in proportion and differences between Borough

contributions and proportionate share of contributions 477.,755.00 9,616.00

Total $1,581,174.00 $3.065.,438.00
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Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred

Inflows of Resources Related to Pensions, (continued)

Police and Firemen's Retirement System (PFRS), (continued)

Amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date (June 30, 2018) will be recognized as a
reduction of the net pension liability in the subsequent year.
deferred outflows of resources and deferred inflows of resources related to pensions

Other amounts reported as

(excluding changes in proportion) will be recognized in pension expense as follows:

Year ended June 30:
2019
2020
2021
2022
2023

Changes in Proportion

The previous amounts do not include employer specific deferred outflows of resources and
deferred inflows of resources related to changes in proportion. These amounts should be
recognized (amortized) by each employer over the average of the expected remaining service
lives of all plan members, which is 5.73, 5.59, 5.58, 5.53 and 6.17 years for 2018, 2017,

2016, 2015 and 2014 amounts respectively.

Additional Information

$98,839
(333,180)
(932,116)
(598,355)
(187,590)

Local Group Collective balances at June 30, 2018 and June 30, 2017 are as follows:

Collective deferred outflows of resources
Collective deferred inflows of resources
Collective net pension liability
Borough's Proportion
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$1,988,215,695
4,286,994,294
13,531,648,591

0.0849321603%

$2,941,952,753
3,262,432,093
17,167,260,198

0.0837958794%
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Police and Firemen's Retirement System (PFRS), (continued)

Actuarial Assumptions

The collective total pension liability for the June 30, 2018 measurement date was
determined by an actuarial valuation as of July 1, 2017, which rolled forward to June 30,
2018. This actuarial valuation used the following actuarial assumptions:

Inflation 2.25 Percent
Salary Increases:
Through 2026 2.10-8.98 Percent (based on age)
Thereafter 3.10-9.98 Percent (based on age)
Investment Rate of Return 7.00 Percent
Mortality Rates

Preretirement mortality rates were based on the RP-2000 Combined Healthy Mortality tables
projected on a generational basis from the base year of 2000 to 2013 using Projection Scale
BB and the Conduent modified 2014 projection scale thereafter. For preretirement
accidental mortality, a custom table with representative rates was used and there is no
mortality improvement assumed.  Post-retirement mortality rates for male service
retirements are based on the RP-2000 Combined Healthy Mortality Tables projected on a
generational basis using Projection Scale AA from the base year of 2012 to 2013 and the
Conduent modified 2014 projection scale thereafter. Postretirement mortality rates for
female service retirements and beneficiaries were based on the RP-2000 Combined Healthy
Mortality Tables projected on a generational basis from the base year of 2000 to 2013 using
Projection Scale BB and the Conduent modified 2014 projection scales thereafter.
Disability mortality rates were based on a custom table with representative rates and no
mortality improvement assumed.

The actuarial assumptions used in the July 1, 2017 valuation were based on the results of an
actuarial experience study for the period July 1, 2010 to June 30, 2013.



NOTE 8.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

PENSION PLANS, (continued)

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and

Deferred Inflows of Resources Related to Pensions, (continued)
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Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments
(7.00% at June 30, 2018) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investments and Division of Pensions and Benefits, the board of
trustees and the actuaries. The long-term expected rate of return was determined using a
building block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for
each major asset class. These ranges are combined to produce the long-term expected rate
of return by weighting the expected future real rates of return by the target asset allocation
percentage and by adding expected inflation. Best estimates of arithmetic real rates of return
for each major asset class included in PFRS's target asset allocation as of June 30, 2018 are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Risk Mitigation Strategies 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
High yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real asset 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. equity 30.00% 8.19%
Non-U.S. developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%
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Police and Firemen's Retirement System (PFRS), (continued)

Discount Rate

The discount rate used to measure the total pension liability was 6.51% as of June 30, 2018.
This single blended discount rate was based on the long-term expected rate of return on
pension plan investments of 7.00%, and a municipal bond rate of 3.87% as of June 30, 2018
based on the Bond Buyer GO 20-Bond Municipal Bond Index which includes tax-exempt
general obligation municipal bonds with an average rating of AA/Aa or higher. The
projection of cash flows used to determine the discount rate assumed that contributions from
plan members will be made at the current member contribution rates and that contributions
from employers and the non-employer contributing entity will be made based on the
contribution rate in the most recent fiscal year. The State employer contributed 50% of the
actuarially determined contributions and the local employers contributed 100% of their
actuarially determined contributions. Based on those assumptions, the plan's fiduciary net
position was projected to be available to make projected future benefit payments of current
plan members through June 30, 2062. Therefore, the long-term expected rate of return on
plan investments was applied to projected benefit payments through June 30, 2062, and the
municipal bond rate was applied to projected benefit payments after that date in determining
the total pension liability.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presents the collective net pension liability of the participating employers as of
June 30, 2018, respectively, calculated using the discount rate as disclosed above as well as
what the collective net pension liability would be if it was calculated using a discount rate
that is 1 -percentage point lower or 1- percentage-point higher than the current rate:

June 30, 2018

1% At Current 1%
Decrease Discount Rate Increase
5.51% 6.51% 7.51%
Borough's proportionate share of
the pension liability $17,470,915 $11,492,721 $9.410,517
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Police and Firemen's Retirement System (PFRS), (continued)

Special Funding Situation - PFRS

Under N.J.S.A. 43:16A-15, the Borough is responsible for their own PFRS contributions
based on actuarially determined amounts, except where legislation was passed which legally
obligated the State to make contributions if certain circumstances occurred. The legislation
which legally obligates the State is as follows: Chapter 8, P.L. 2000, Chapter 318, P.L. 2001,
Chapter 86, P.L. 2001, Chapter 511, P.L. 1991, Chapter 109, P.L. 1979, Chapter 247, P.L.
1993 and Chapter 201, P.L. 2001. The amounts contributed on behalf of the Borough by the
State under this legislation is considered to be a special funding situation as defined by
GASB Statement No. 68 and the State is treated as a nonemployer contributing entity.
Accordingly, the Borough's proportionate share percentage of the net pension liability,
deferred outflows and inflows determined under GASB Statement No. 68 is zero percent
and the State's proportionate share is 100% for PFRS under this legislation.

At December 31, 2018 and 2017, the State proportionate share of the net pension liability
attributable to the Borough for the PFRS special funding situation is $1,561,096 and
$1,448,993, respectively. For the years ended December 31, 2018 and 2017, the pension
system has determined the State's proportionate share of the pension expense attributable to
the Borough for the PFRS special funding situation is $184,909 and $177,245, respectively,
which is more than the actual contributions the State made on behalf of the Borough of
$92,455 and $72,456, respectively. The State's proportionate share attributable to the
Borough was developed based on actual contributions made to PFRS allocated to employers
based upon covered payroll. These on-behalf contributions have not been reported on the
Borough's financial statements.

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the
separately issued Financial Report for the State of New Jersey Police and Firemen's
Retirement System (PFRS). The financial report may be accessed at
www.state.nj.us/treasury/pensions.
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NOTE 9.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

OTHER POST EMPLOYMENT BENEFITS (OPEB)

In addition to the pension described in Note 8, the Borough provides post employment
health care benefits as part of the State Health Benefits Local Government Retired
Employments Plan.

General Information about the OPEB Plan

The State Health Benefit Local Government Retired Employees Plan (the Plan) is a cost-
sharing multiple-employer defined benefit other postemployment benefit (OPEB) plan with
a special funding situation. It covers employees of local government employers that have
adopted a resolution to participate in the Plan. The plan meets the definition of an
equivalent arrangement as defined in paragraph 4 of GASB Statement No. 75, Accounting
and Financial Reporting for the Postemployment Benefits Other Than Pensions (GASB
Statement No. 75); therefore, assets are accumulated to pay associated benefits. For
additional information about the Plan, please refer to the State of New Jersey (the State),
Division of Pensions and Benefits' (the Division) Comprehensive Annual Financial Report
(CAFR), which can be found at https://www.state.nj.us/treasury/pensions/financial-
reports.shtml.

The Plan provides medical and prescription drug to retirees and their covered dependents of
the employers. Under the provisions of Chapter 88, P.L. 1974 and Chapter 48, P.L. 1999,
local government employers electing to provide postretirement medical coverage to their
employees must file a resolution with the Division. Under Chapter 88, local employers elect
to provide benefit coverage based on the eligibility rules and regulations promulgated by the
State Health Benefits Commission. Chapter 48 allows local employers to establish their
own age and service eligibility for employer paid health benefits coverage for retired
employees. Under Chapter 48, the employer may assume the cost of postretirement medical
coverage for employees and their dependents who: 1) retired on a disability pension; or 2)
retired with 25 or more years of service credit in a State or locally administered retirement
system and a period of service of up to 25 years with the employer at the time of retirement
as established by the employer; or 3) retired and reached the age of 65 with 25 or more years
of service credit in a State or locally administered retirement system and a period of service
of up to 25 years with the employer at the time of retirement as established by the employer;
or 4) retired and reached age 62 with at least 15 years of service with the employer. Further,
the law provides that the employer paid obligations for retiree coverage may be determined
by means of a collective negotiations agreement.
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

OTHER POST EMPLOYMENT BENEFITS (OPEB), continued)

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

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

Total OPEB Liability

At December 31, 2018, the Borough had a liability of $8,471,410 for its proportionate share
of the non-special funding net OPEB liability. The net OPEB liability was measured as of
June 30, 2018 and the total OPEB liability used to calculate the net OPEB liability was
determined by an actuarial valuation as of that date. The Borough’s proportion of the net
OPEB liability was based on a projection of the Borough’s long-term share of contributions
to the OPEB plan relative to the projected contributions of all participating employers a in the
plan. At June 30, 2018 the Borough’s proportion was 0.0540730 percent.

For the year ended December 31, 2018, the Borough recognized OPEB expense of $364,151.
At December 31, 2018, deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Deferred

Outflows of Inflows of

Resources Resources
Difference between expected and actual experience $ $1,719,998
Changes of assumptions 2,148,884

Net difference between projected and actual earnings
on OPEB plan investments 4,477

Changes in proportion 66,892 430,070
Total $71,369 $4.298.952
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

OTHER POST EMPLOYMENT BENEFITS (OPEB), continued)

Amounts reported as deferred outflows of resources related to OPEB resulting from
contributions subsequent to the measurement date will be recognized as a reduction of the
OPEB liability in the subsequent year. Other amounts reported as deferred outflows of
resources and deferred inflows of resources related to OPEB (excluding changes in
proportion) will be recognized in OPEB expense as follows:

Year ended June 30:
2019 $(567,436)
2020 (567,436)
2021 (567,437)
2022 (567,910)
2023 (568,674)
Thereafter (1,025,512)

$(3.864.405)

Changes in Proportion

The previous amounts do not include employer specific deferred outflows of resources and
deferred inflows of resources related to changes in proportion. These amounts should be
recognized (amortized) by each employer over the average of the expected remaining service
lives of all plan members, which is 8.14 and 8.04 years for 2018 and 2017 amounts,
respectively.

Actual Assumptions and Other Inputs

The total OPEB liability for the June 30, 2018 measurement date was determined by an
actuarial valuation as of July 1, 2017, which rolled forward to June 30, 2018. The total
OPEB liability as of June 30, 2017 was determined by an actuarial valuation as of June 30,
2016 , which was rolled forward to June 30, 2017. The actuarial assumptions vary for each
plan member depending on the pension plan the member is enrolled in. This actuarial
valuation used the following actuarial assumptions, applied to all periods in the
measurement.

Inflation rate 2.50%

Salary increases*:
Through 2026 1.65 - 8.98%

Thereafter 2.65 -9.98%

* Salary increases are based on the defined benefit plan that the member is enrolled
in and his or her age.
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OTHER POST EMPLOYMENT BENEFITS (OPEB), continued)

Preretirement mortality rates were based on the RP-2006 Headcount-Weighted Healthy
Employee Male/Female mortality table with fully generational mortality improvement
projections from the central year using the MP-2017 scale. Postretirement mortality rates
were based on the RP-2006 Headcount-Weighted Health Annuitant Male/Female mortality
table with fully generational improvement projections from the central year using the MP-
2017 scale. Disability mortality was based on the RP-2006 Headcount-Weighted Disabled
Male/Female mortality table with fully generational improvement projections from the
central year using the MP-2017 scale.

100% of active members are considered to participate in the Plan upon retirement.

Health Care Trend Assumptions

For pre-Medicare preferred provider organization (PPO) medical benefits, this amount
initially is 5.8% and decreases to a 5.0% long-term trend rate after nine years. For self-
insured post-65 PPO and HMO medical benefits, the trend rate is 4.5%. For prescription
drug benefits, the initial trend rate is 8.0% decreasing to a 5.0% long-term trend rate after
seven years. For the Medicare Part B reimbursement, the trend rate is 5.0%. The Medicare
Advantage trend rate is 4.5% and will continue in all future years.

Discount Rate

The discount rate for June 30, 2018 and 2017 was 3.87% and 3.58%, respectively. This
represents the municipal bond return rate as chosen by the Division. The source is the Bond
Buyer Go 20-Bond Municipal Bond Index, which includes tax-exempt general obligation
municipal bonds with an average rating of AA/Aa or higher. As the long-term rate of return
is less that the municipal bond rate, it is not considered in the calculation of the discount
rate, rather the discount rate is set at the municipal bond rate.

Sensitivity of Net OPEB Liability to Changes in the Discount Rate

The following presents the Borough’s proportionate share of the net OPEB liability as of
June 30, as well as what the Borough’s proportionate share of the net OPEB liability would
be if it were calculated using a discount rate that is 1-percentage point lower or 1 percentage

point higher than the current rate:
June 30, 2018

1% At Current 1%
Decrease Discount Rate Increase
2.87% 3.87% 4.87%
Borough's proportionate share of
Net OPEB liability $9,939,204 $8,471,410 $7,298,975
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BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

OTHER POST EMPLOYMENT BENEFITS (OPEB), continued)

Sensitivity of Net OPEB Liability to Changes in the Healthcare Trend Rates

The following presents the Borough’s proportionate share of the net OPEB liability as of
June 30, as well as what the Borough’s proportionate share of the net OPEB liability would
be if it were calculated using a healthcare trend rate that is 1-percentage point lower or 1
percentage point higher than the current rate:

June 30, 2018

1% Healthcare Cost 1%
Decrease Trend Rate Increase
Borough's proportionate share of
Net OPEB liability $7,066,615 $8,471,410 $10,289,554

Special Funding Situation PFRS

Under Chapter 330, P.L. 1997, the State shall pay the premium or periodic charges for the
qualified local police and firefighter retirees and dependents equal to 80 percent of the
premium or periodic charge for the category of coverage elected by the qualified retiree
under the State managed care plan or a health maintenance organization participating in the
program providing the lowest premium or periodic charge. The State also provides funding
for retiree health benefits to survivors of local police officers and firefighters who die in the
line of duty under chapter 271, P.L. 1989.

Therefore, these employers are considered to be in a special funding situation as defined by
GASB Statement No. 75 and the State is treated as a nonemployer contributing entity. Since
the local participating employers do not contribute under this legislation directly to the plan,
there is no net OPEB liability, deferred outflows of resources or deferred inflows of
resources to report in the financial statements of the local participating employers related to
this legislation.

At December 31, 2018, the State’s proportionate share of the net OPEB liability attributable
to the Borough for the PFRS special funding situation is $6,778,869 and the State’s

proportionate share of the OPEB expense for the PFRS special funding situation is
$205,204.
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Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

NOTE 10. FUND BALANCES

Fund balances as of December 31, 2018 and 2017 that have been anticipated as revenue in
the 2019 budgets is as follows:

2019 2018
Current Fund $965,000.00 $955,000.00
Water Operating Fund 272,648.58 132,850.00
Sewer Operating Fund 378,316.00 400,000.00

NOTE 11. FIXED ASSETS

The balance as of December 31, 2018 and December 31, 2017 are as follows:

Balance Balance
Dec. 31, 2018 Dec. 31, 2017
Land $5,931,300.00 $5,931,300.00
Buildings 8,922,100.00 8,922,100.00
Machinery and Equipment 6.475,438.00 6.394,427.00

$21,328.838.00 $21.247.827.00

NOTE 12. ACCRUED SICK AND VACATION BENEFITS

The Borough permits all employees to accrue unused vacation and sick pay, which may be
taken as time off or paid at a later date at an agreed-upon rate. It is estimated that the current
cost of such unpaid compensation approximates $719,111.85 as of December 31, 2018. The
Division of Local Government Services, Department of Community Affairs, State of New
Jersey does not allow this amount to be reported either as an expenditure or liability.
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NOTE 13.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements

Years Ended December 31, 2018 and 2017

(continued)

DUE TO/FROM OTHER FUNDS

Balances due to/from other funds at December 31, 2018 consist of the following:

$3,845.36

79,478.08

11,605.41
2,800.00
122.44

75,673.79

307,094.89

600.49

32,423.42

37,850.44

6,000.00

12,712.03

20,695.14

1,036.08

463,679.86

94,233.27

308,752.88

$1,458,603.58

Due to Current Fund from Recycling Trust for Current Fund receipts deposited in
Recycling Trust.

Due to Current Fund from Other Trust Fund for Other Trust Fund expenditures paid
by Current Fund.

Due to Current Fund from Payroll Fund for excess deposit.
Due to Current Fund from Escrow Trust for interest earned.
Due to Current Fund from Animal Control Trust Fund for interest earned.

Due to Current Fund from Assessment Trust Fund for Assessment Trust Fund
expenditures paid by Current Fund.

Due to Federal and State Grant Fund from Current Fund for grant receipts deposited
in Current Fund.

Due to Flex Spending Trust from Current Fund for Flex Spending Trust receipts
deposited in Current Fund.

Due to Open Space Trust from Current Fund for Open Space Trust receipts deposited
in Current Fund.

Due to General Capital Fund from Current Fund for General Capital Fund receipts
deposited in Current Fund.

Due to General Capital Fund from Assessment Trust Fund for General Capital Fund
receipts deposited in Assessment Trust Fund.

Due to General Capital Fund from Other Trust Fund for General Capital receipts
deposited in Other Trust Fund.

Due to Water Operating Fund from Current Fund for Water Operating receipts
deposited in Current Fund.

Due to Water Operating Fund from Water Capital Fund for Water Operating receipts
deposited in Water Capital.

Due to Water Capital Fund from General Capital Fund for Water Capital Fund
receipts deposited in General Capital Fund.

Due to Sewer Operating Fund from Water Operating Fund for Sewer Operating Fund
receipts deposited in Water Operating Fund.

Due to Sewer Capital Fund from Sewer Operating Fund for Sewer Capital Fund
receipts deposited in Sewer Operating Fund.

It is anticipated that all interfunds will be liquidated during the fiscal year.
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NOTE 15.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

RISK MANAGEMENT

The Borough is exposed to various risks of loss related to general liability, automobile
coverage, damage and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. The Borough has obtained insurance coverage to guard against these
events which will provide minimum exposure to the Borough should they occur. During the
2018 calendar year, the Borough did not incur claims in excess of their coverage and the
amount of coverage did not significantly decrease.

The Borough of Wanaque is a member of the North Jersey Intergovernmental Joint Insurance
Fund (the “JIF”). The JIF is a self-administered group of municipalities established for the
purpose of providing certain low-cost general liability, automobile liability, property and
workers’ compensation insurance coverage for member municipalities. The Borough of
Wanaque pays an annual assessment to the JIF and should it be determined that payments
received by the JIF are deficient, additional assessments may be levied.

The JIF can declare and return excess surplus to members upon approval of the State of New
Jersey Department of Insurance. These distributions would be divided amongst the members
in the same ratio as their individual assessment relates to the total assessment of the
membership body. In accordance with Statement No. 10 of the Government Accounting
Standards Board, these distributions may be issued to reduce the amount recorded for
membership expense in the year in which the distribution was declared.

Financial statements for the Funds are available at the office of the Funds' Administrator,
Inservco, Inc.

The Borough of Wanaque continues to carry commercial insurance coverage for all other
risks of loss, including employee health and accident insurance. Settled claims resulting
from these risks have not exceeded commercial insurance coverage in any of the past three
fiscal years.

TAXES COLLECTED IN ADVANCE

Taxes collected in advance are recorded as cash liabilities in the financial statements.
Following is a comparison of the liability for the previous two years:

Balance Balance
Dec 31,2018 Dec 31,2017
Prepaid Taxes $233,908.93 $2.048,163.32

Cash Liability for Taxes Collected
in Advance $233.908.93 $2.048.163.32
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NOTE 17.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

EMERGENCY SERVICES VOLUNTEER LENGTH OF SERVICE AWARD PLAN
(LOSAP)

On March 21, 2002, the Division of Local Government Services approved the Borough’s
LOSAP plan, provided by Variable Annuity Life Insurance Company (VALIC). The purpose
of this plan is to enhance the Borough’s ability to retain and recruit volunteer firefighters and
volunteer members of emergency service squads.

VALIC will provide for the benefit of participants, a multi-fund variable annuity contract as
its funding vehicle. The plan shall have minimum and maximum contribution requirements
as follows: the minimum contribution for each participating active volunteer member shall
be $100 per year of active emergency service and the maximum contribution for each active
volunteer member shall be $1,150 per year of active emergency service, subject to periodic
increases as permitted by N.J.A.C. 5:30-14.9. The Borough’s contribution shall be included
in the current years budget.

All amounts awarded under a length of service award plan shall remain the asset of the
sponsoring agency; the obligation of the sponsoring agency to participating volunteers shall
be contractual only; and no preferred or special interest in the awards made shall accrue to
such participants. Such money shall be subject to the claims of the sponsoring agency’s
general creditors until distributed to any or all participants.

We have reviewed the plan for the year ended December 31, 2018 in accordance with the
American Institute of Certified Public Accountants (AICPA) Statement on Standards for

Accounting and Review Services.

DISSOLUTION OF WANAQUE BOROUGH SEWERAGE AUTHORITY

On September 14, 2009, the Borough of Wanaque passed Ordinance number 15-0-09 which
dissolved the Wanaque Borough Sewerage Authority effective December 31, 2009. As of
January 1, 2010, all assets, liabilities and equity of the Authority were transferred to the
Borough of Wanaque.
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NOTE 18.

NOTE 19.

BOROUGH OF WANAQUE, N.J.
Notes to Financial Statements
Years Ended December 31, 2018 and 2017
(continued)

COMMITMENTS AND CONTINGENT LIABILITIES

We are advised by Borough Counsel that the Borough is involved in several suits that are
either covered by insurance or not material to the financial statements.

The Borough is involved in several tax appeals. The tax refund exposure is not known at
this time.

SUBSEQUENT EVENT

The Borough has evaluated subsequent events through July 18, 2019, the date which the
financial statements were available to be issued and no other items were noted for disclosure.
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APPENDIX C

SELECTED FINANCIAL INFORMATION
FOR YEARS ENDED DECEMBER 31, 2019-2015

The selected data presented on pages C-78-C-93 under the section "Selected Financial Information" as of and for each
of the years in the five year periods ended December 31,2019 are derived from the financial statements of the Borough
of Wanaque, except for the financial information for December 31,2019 which is derived from the “Unaudited” Annual
Financial Statements. The excerpts from the financial statements as of December 31, 2018 and the Independent
Auditor’s Report thereon are included in the previous section.
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APPENDIX D

PROPOSED FORM OF BOND COUNSEL OPINION



ONE GATEWAY CENTER,
24TH FLOOR
NEWARK, NJ 07102

Herokins Dolifislel & Whod L6

A NEW YORK LIMITED LIABILITY PARTNERSHIP

NEW YORK
WASHINGTON
NEWARK
HARTFORD

LOS ANGELES
SACRAMENTO
SAN FRANCISCO
PORTLAND

ANN ARBOR

C. STEVEN DONOVAN
ROBERT H. BEINFIELD

WWW.HAWKINS.COM ERIC J. SAPIR

CHARLES G. TOTO
KRISTINE L. FLYNN
DAVID S. HANDLER

March 26, 2020

Borough Council of The
Borough of Wanaque, in the
County of Passaic, New Jersey

Ladies and Gentlemen:

We have acted as bond counsel to The Borough of Wanaque, a municipal corporation of
the State of New Jersey, situate in the County of Passaic (the “Borough”), and have examined a
record of proceedings relating to the issuance by the Borough of $6,750,000 bonds, consisting of
$4,410,000 General Bonds of 2020 (the “General Bonds™) and $2,340,000 Water Bonds of 2020
(the “Water Bonds” and, together with the General Bonds, the “Bonds”). The Bonds are issued
pursuant to the Local Bond Law of the State of New Jersey, and as provided by (i) with respect
to the General Bonds, a resolution of the Borough Council of the Borough, entitled: “Resolution
providing for the combination of certain issues of bonds of the Borough of Wanaque, in the
County of Passaic, New Jersey, into a single issue of General Bonds aggregating $4,410,000 in
principal amount”, adopted February 10, 2020 and the bond ordinances referred to therein, and
(if) with respect to the Water Bonds, a resolution of the Borough Council of the Borough,
entitled: “Resolution providing for the combination of certain issues of bonds of the Borough of
Wanagque, in the County of Passaic, New Jersey, into a single issue of Water Bonds aggregating
$2,340,000 in principal amount”, adopted February 10, 2020 and the bond ordinances referred to
therein.

The Bonds are dated the date hereof, and bear interest from their dated date at the rates
per annum (payable semi-annually on each March 15 and September 15 until maturity or earlier
redemption, commencing September 15, 2020) and mature on March 15 in the years and in the
respective principal amounts set forth below:
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Borough Council of The
Borough of Wanaque, in the
County of Passaic, New Jersey

General Bonds

Principal Interest Principal Interest
Year Amount Rate Year Amount Rate
2021 $200,000 2028 $400,000
2022 200,000 2029 400,000
2023 200,000 2030 400,000
2024 200,000 2031 400,000
2025 200,000 2032 400,000
2026 210,000 2033 400,000
2027 400,000 2034 400,000

Water Bonds

Principal Interest Principal Interest
Year Amount Rate Year Amount Rate
2021 $70,000 2031 $130,000
2022 70,000 2032 130,000
2023 75,000 2033 130,000
2024 75,000 2034 130,000
2025 95,000 2035 130,000
2026 95,000 2036 130,000
2027 130,000 2037 140,000
2028 130,000 2038 140,000
2029 130,000 2039 140,000
2030 130,000 2040 140,000

The Bonds of each series maturing prior to March 15, 2028 are not subject to redemption
prior to maturity at the option of the Borough. The Bonds of each series maturing on and after
March 15, 2028 are subject to redemption prior to maturity at the option of the Borough in whole
or in part, in any order of maturity and by lot within a maturity if less than all the Bonds of such
maturity are to be redeemed, on any date on or after March 15, 2027, at a redemption price equal
to 100% of the principal amount thereof, together with interest accrued, if any, to the date fixed
for redemption.

The Internal Revenue Code of 1986, as amended (the “Code”) establishes certain
requirements to be met subsequent to the issuance and delivery of the Bonds in order that interest
on the Bonds be and remain excluded from gross income under Section 103 of the Code. We
have examined the Arbitrage and Use of Proceeds Certificate of the Borough delivered in
connection with the issuance of the Bonds which contains provisions and procedures regarding
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Borough Council of The
Borough of Wanaque, in the
County of Passaic, New Jersey

compliance with the requirements of the Code. By said Arbitrage and Use of Proceeds
Certificate, the Borough has certified that, to the extent it is empowered and allowed under
applicable law, it will comply with the provisions and procedures set forth therein and that it will
do and perform all acts and things necessary or desirable to assure that interest paid on the Bonds
is excludable from gross income under Section 103 of the Code. In rendering this opinion we
have assumed that the Borough will comply with the provisions and procedures set forth in its
Arbitrage and Use of Proceeds Certificate.

In our opinion, the Bonds are valid and legally binding obligations of the Borough and,
unless paid from other sources, are payable from ad valorem taxes levied upon all the taxable
property within the Borough without limitation as to rate or amount. The enforceability of rights
or remedies with respect to the Bonds may be limited by bankruptcy, insolvency or other laws
affecting creditors’ rights or remedies heretofore or hereafter enacted.

In our opinion, under existing statutes and court decisions, interest on the Bonds is
excluded from gross income for federal income tax purposes pursuant to Section 103 of the Code
and interest on the Bonds is not treated as a preference item in calculating the alternative
minimum tax imposed on individuals and corporations under the Code. In addition, in our
opinion, under existing statutes, interest on the Bonds is not included in gross income under the
New Jersey Gross Income Tax Act.

Attention is called to the fact that we have not been requested to examine and have not
examined any documents or information relating to the Borough other than the record of
proceedings hereinabove referred to, and no opinion is expressed as to any financial or other
information, or the adequacy thereof, which has been or may be supplied to the purchaser of the
Bonds.

We express no opinion as to any other federal, state or local tax consequences arising
with respect to the Bonds, or the ownership or disposition thereof, except as stated above. We
render our opinion under existing statutes and court decisions as of the date hereof, and assume
no obligation to update, revise or supplement our opinion to reflect any action hereafter taken or
not taken, any fact or circumstance that may hereafter come to our attention, any change in law
or interpretation thereof that may hereafter occur, or for any other reason. We express no
opinion as to the consequence of any of the events described in the preceding sentence or the
likelihood of their occurrence. In addition, we express no opinion on the effect of any action
taken or not taken in reliance upon an opinion of other counsel regarding federal, state or local
tax matters, including, without limitation, exclusion from gross income for federal income tax
purposes of interest on the Bonds.

We have examined an executed bond of each of said series and, in our opinion, the forms
of said bonds and their execution are regular and proper.

Very truly yours,



