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INDEPENDENT AUDITOR’S REPORT

The Henorable Mayor and Members
of the Borough Council

Borough of Watchung

Watchung, New Jersey 07068

Report on the Financial Statements

We have audited the financial statements - regulatery basis of the various funds and account groups of the
Borough of Watchung in the County of Somerset, as of and for the years then ended December 31, 2020 and
December 31, 2019 and the related notes to the financial statements - regulatory basis, as listed in the
foregoing tal¥e of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements - regulatory
basis in accordance with accounting principles 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 - regulatory basis that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our respaonsibility is to express opinions on these financial statements - regulatory basis based on our gudit.
We conducted our audit in accordance with auditing standards generally accepted in the United States of
America, audit requirements prescribed by the Division of Local Government Servicas, Department of
Community Affairs, State of New Jersey and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Those standards
reguire that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements - regulatary basis are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements - regulatory basis. The procedures selected depend on the auditor's judgment, including
the assessment of the risks of material misstatement of the financial statements - regulatory basis, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the
Township's preparation and fair presentation of the financial statements - regulatory basis 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 Borough'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 - regulatory basis. '

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

MeMBZRS AMERICAN INSTITUTE oF CERTIF.ED PusLic ACCOULNTANTS
wwww, samuelklein-cpa-rma.com



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

As described in Note 1, these financial statements - regulatory basis have been prepared in conformity with
accounting principles 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 demonsirate compliance with the modified accrual basis, with
certain exceptions, and the budget taws 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 reascnably determinable, are presumed to bhe
material.

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matier discussed in the “Basis for the Adverse Opinioh on
U.S. Generafly Accepted Accounting Principles” paragraph, the financial statements - regulatory basis
referred to in the first paragraph, do not present fairly, in conformity with accounting principles generally
accepted in the United States of America, the financial position of the Borough as of December 31, 2020 and
the results of its operations for the years then ended.

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements - regulatory basis referred to above, present fairly, in aill material
respects, the financial position of the various funds of the Borough of Watchung at December 31, 2020, and
the results of operations and changes in fund balance, where applicable, of such funds, hereof for the years
then ended, in accordance with accounting principles on the basis of financial reporting provisions prescribed
by the Division of Local Government Services, Department of Community Affairs, State of New Jersey, as
described in Note 1.

Other Matters
Supplementary Information

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

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



Other Reporting Required by Govermment Auditing Standards -

In accordance with Government Auditing Standards, we have also issued our report dated August 30, 2021
on our consideration of the Borough of Watchung's internal control over financial reporting and an our tests of
its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is solely to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the Borough of Watchung's internal control over financial reporting or on campliance. That
report is an integrai part of an audit performed in accordance with Government Auditing Standards in
considering the Borough of Watchung's intermnal control aver financial reporting and compliance.

Mnslifetbpecestr

SAMUEL KLEIN AND COMPANY, LLP
CERTIFIED PUBLIC ACCOUNTANTS

Ondngss R Pasealt

ANDREW R. PASCALE, CPA, RMA

Newark, New Jersay
August 30, 2021



BOROUGH OF WATCHUNG

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS

Regular Fund
Cash

Cash - Change Funds
Due from State of New Jersey per
Ch. 129, P.L. 1978

Receivables and Other Assets with Full
Reserves:
Taxes Receivable
Revenus Accounts Receivable
interfunds Receivable

Grant Fund

Cash

Grants Receivable
Interfunds Receivable

A-8
A-18

A-8
A-26

Balance
Dec. 31, 2020

$7.092,146.01
250.00

3,891.79

7,086,287.80

A
Sheet #1

Balance
Dec. 31, 2019

$6,373,184.99
250.00

4,141.78

536,384.14
3,224.00
12,063.94

6,377,576.78

§51,672.08

272172.31
8,388.88
6,134,383

7647 959.88

286,695,57

211,369.08
87.,000.60
2,267.52

6,664,272.35

300,636.61

277,137.66
85,018.04

$7.948 586.49

372,155.70

$7,036,428.05




BORQUGH OF WATCHUNG

CURRENT FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

LIABILITIES, RESERVES AND FUND BALANCE

Reqular Fund
Appropriation Reserves:
Unencumberad
Encumbered
Accounts Payable
Prepaid Licenses
Prepaid Taxes
Tax Overpayments
Local School District Schoot Taxes Payable
Interfunds Payable
Reserve for Sewer Repair Emergency
Due to State of New Jersey - Construction Code
Reserve for Tax Appeals
Tax Sale Premiums and Outside Liens

Reserve for Receivables

Fund Balance

Grant Fund
Reserve for Grants - Appropriated

See accompanying notes to financial statements.

A-19
A-20
A-21
A-22
A-23

Reserve
A-1

A-24

Balance
Dec. 31, 2020

$1,488,915.23
361,437.78
9.071.97
1,875.00
303,666.81
10,731.78
2.00
8,749.08
11,792.76
2,747.00
59,2456.22
173,000.00

243123563
551,672.08
4,665,052.27

A
Sheet #2

Balance
Dec. 31, 2019

$ 912,726.34
363,222.50
47,068.86
750.00
268,354.61

2.00
76,282.20
11,792.76
16,652.00
59,245.22

240,855.42

7,647,969.88

1,997 ,061.91
286,685.57
4,380,514.87

300,6356.61

6,664,272.35

$7,948,596.49

372,158.70

$7.036428.05




BOROUGH OF WATCHUNG

CURRENT FUND

COMPARATIVE STATEMENTS OF OPERATIONS
AND CHANGES IN FUND BALANCE - REGULATORY BASIS

Revenue and Other Income Realizad

Fund Balance Utilized

Miscellansous Revenue Anticipated

Receipts from Delinguent Taxes

Receipts from Current Taxes

Nonbudget Revenue

Other Credits to Income:
Cancellation of Prior Year Prepaid Tax Balance
Unexpended Balance of Appropriation Reserves
Cancellation of Accounts Payable
Tax Overpayments

Expenditures
Budget and Emergency Appropriations

{Within "CAPS"):
QOperations (Including Contingent)
Deferred Charges and Statutory Expenditures
Budget (Excluded from "CAPS"}.
Operations {Including Centingent)
Capital Improvements
Municipal Debt Service

Refund of Prior Years Taxes
Municipal Open Space Taxes
County Taxes
Local School District Tax
Regional High School Tax
Pricr Year Posting Error
Interfunds Advanced
Tax Sale Pramiums

Total Expenditures

Excess in Revenue

Fund Balance
Balance January 1

Decreased by:
Utilized as Anticipated Revenue

Balance December 31

See accompanying notes to financial statements.

A-3

A-4

A-23
A-16
A-17
A-18
A-19
A-19
A-23

Above

$

Year 2020

1,070,000.00
3,124,244 95
271,672.31
38,172,329.89
419,726.63

71,620.45
816,036.34
47,068.86
3,404.33

43,996,103.76

Year 2019

$ 1,025,000.00

3,594,219.74
140,550.30
37,318,300.62
248,099.67

310,059.51

11,574,523.00

1,178,188.36
380,000.00
2,105,760.25

42,637,229.84

15,238,471.61
4,020.50
363,133.26
7,148,928.15
11,831,171.00
7,878,908.00

5,829.56
71,004.28

11,378,621.01

1,131,685.38
275,000.00
2,044,120.29

42.641,568,36

14,829,326.69
43,250.95
362,688.23
7,300,987.16
11,482,040.00
7,374,104.00
810.26
4,416.64

1,354,537 .40

4,360,514.87

41,387,623.93

5,735,052.27

1,070,000.00

1,239,605.91

4,165,808.96

_$ 466505227

5,405,514.87

1,025,000.00

_$ 4,380,514.87




[und Balance Articipated

Mscellaneaus Revenues,
Licenses:
Alccholic Beveragas
Othar
Fess and Permits
Fires and Costs:
Munic'pal Court
Intersst and Coats on Taxes
Interest on Investments and Deposils
Sawer Rents
Ene-gy Receipis Tax
Uniferm Censtruction Cade Fees
Unifarr Fire Safaty Act
Buik Pick Up Fees
Qpen Space Trust Fund Deot Paymeant
Shared Cout Reimbursement
Resarve for Payment of Deot
Alcchal Education and Rehebilitation Fund
Safe and Secure Communities Program
Clean Communiies Program
Recycling Tonrags Grant

Fecsipts from Dellnquent Taxes

Amoint ta ne Raised by Taxation:

Loczl Taxes for Municipal Purposes {Bucget)

Tata: Budget Revenug
Norbudgst Revenus

Ss¢ accompanying notes te financial statements.

BOROUGH OF WATCHUNG
CURRENT FUND

A-B
A-2a
A-2a

A8
A8
A-8
A8
A-8
A-9
A8
A-8
-8
A-8
M-8
AG
A-8
A8
A8
A1
AT

A-da T

f-12a

A2
Articipated
Soccial NAJ.S, Excoss or
Budget | ACAABT Realized _{Defaity
F 1.CY0.000,00 b3 $ 1,070,000.00 %
12,000.00 15,300.00 3,0600.0C
18,000,060 20,382.00 2,382.00
206,000.00 170,071.84 (34,578.16)
178,000.00 78,258,591 (99,741,403}
82,000.00 73,04C.3%9 (2.958.81}
80.000.00 50,244.10 {39,758.50}
1,266,000.00 1,372,86015 10686015
730,082.00 700,G32.00
235,000.00 117,403.00 £107,587.0C)
25,000.00 32,347.85 734785
40,600.00 6.240.00 £3,760.00)
300,C00.00 300,000.00
£0,CaC. 20 594 62879 454875
A0,800.00 40,800.00
250.05 25008
80,000.00 £2,000.C0
14272 08 14,272,068
11,239.24 11,235 24
3,2682,6892.C0 2576136 3,124,244 .85 (1684,508.4%)
150,000.C0 27187211 12157230
3412892 C0 2516136 3,365,917.26 (42, B3G,10)

11,335,308.00 11,432,189,48 HE,881.48

15,818,300.00 25,781.38 15,898,108,74 54,045.38

426,717.00 4268,717.C0

3 15,818,300.00 52576136 516,324823.74 3480 ¥52.33
A3 A3




BCROUGH OF WATCHUNG

CURRENT FUND

STATEMENT OF REVENUE (Continued)

ANALYS|S OF REALIZED REVENUE - REGULATORY BASIS

Allocation of Current Tax Collsctions
Collected on a Cash Basis

Allocated to:
Local School District Tax
Regional High School Tax
County Taxes
Municipal Open Space Tax

Balance for Suppert of Municipal Budget Appropriations
Add: Appropriation Reserve for Uncollected Taxes
Amount for Support of Municipal Budget Appropriations

Licenses:
Clerk
Board of Health
Registrar of Vital Statistics

Fees and Permils;
Board of Health
Board of Adjustment
Engineering
Fire Prevention
Planning Board
Finance
Recreation
Police Department
Registrar of Vital Statistics
Miscellaneous

Analysis of Nonbudget Revenue
Miscellaneous Revenue Not Anticipated:
Administration Reimbursement Senior Citizen
and Veteran Deductions
Cable TV Franchise Fee
Police Private Duty Administrative Fee
Bad Checks
Police Property Room
Prior Year Budget Refunds
Property Owner List
Sale of Borough Property
Tax Collector - Miscellaneous
Xerox Copies - Clerk's Office
Miscellaneous

See accompanying notes to financial statements.

|
@

|

A-17

A7
A-18
A-16
A-1,19

A-3

A-B
A-8
A-8

A-2

A-8
A-8
A-8
A-8
A-8
A8
A-8
A-8
A-B

A-2

A-24

i
bJ
hiy

|

$ 3817232989

$ 11,931,171.00
7,878,908.00
7.148,92815
363.133.26

10,850,189.48

582,000.00

3 11,432 189.48

& 530.00
19,745.00
107.00

b3 20,382.00

$ 1,145.00
5150.00
11,920.00
9,810.00

750,00
127.429.84
2,955.00
2,828.00
6,860.00
1,224.00

§ 170,071.84

3 525,00
98,586.51
46,885 .88

120.00
11.00
20,385.15
140.00
6,222.40
125.00
22.00
246,693.59

$ 418,728.63




Approprigtion

APPROFPRIATIONS WITHIN "CAPS"

BOROUGH OF WATCHUNG
CURRENT FUND

STATEMENT OF EXPENDITURES - REGULATORY BASIS

GENERAL GOVERNMENT
Adrministrative and Executive:
Saizries and Wages
Other Expenses
Mayor and Council:
Salaries and \Wages
Other Expenses
iunicipal Clerk:
Salaries and Wages
Qiher Expenses
Elections:
Other Expenses
Financial Administration:
Salaries and Wages
Cther Expenses
Annual Audit
Assessment of Taxes:
Salaries and Wages
QOiher Expanses
Colizction of Taxes:
Salarics and Wages
Other Expenses
l.egal Services and Costs:
Qther Expenses:
Engineering Services and Costs:
Salaries and Wages
Cther Expenses
Public Building and Grounds:
Saiegries and Wages
Other Expenses
Bulk Clean Up
Planning Board:
Salzries and Wages
Other Expenses
Board of Adjustmeni:
Salaries and Wages
Otner Expenses

—
&

Appropriations
iodified Paid or Reserved

Budnet Budget Charged Encumbered Unencumbered
331,000.00 3 331,000.00 L3 324,757.07 S 5,000.00 s 232.93
28,000.00 29,000.00 28.819.07 §0.93

24,000.00 24 000.00 24,000.00
43,850.00 43,850.00 24, 501.05 500.86 18,848.09
127,500.00 127.500.0C 126,830.10 665.80
32,653.00 32.853.00 31,388.28 1,165.90 98.82
3,000.00 3,000.00 1.876.03 488.00 62597
175,000.00 175,000.00 174,673.21 32B6.79
28.100.00 28,100.00 26,536.91 1,324.46 2358683

40,000.00 40.,050.00 40,000.00

72,000.00 72,000.00 65.871.16 2,128.84
32,000.00 32,000.00 16,838.11 3,419.88 11,742.G1
58,500.00 58,500.00 53,844 83 4,G00.06 555.07
26,050.00 25,000.00 2548118 508.82
250,000.00 250,000.00 1591,853.39 58.146.61
138,050.00 138,000.00 117,688.82 1£,000.0C 531108
122,250.00 122,250.00 111,421 85 2,700.00 7,128.34

85,000.00 85,000.C0 85.000.00
131,000.00 131,0C3.00 82,448.54 2.072.98 46.478.47
12,0C0.00 12,000.60 9,639 48 516.00 1,844 52
©,000.00 §.000.0C 8452.47 547 53
37.500.00 37,500.00 28,154 .57 200.85 8,104.58
$,000.00 $,000.00 8,851.60 148.40
55,500.00 55,500.00 25204 58 163.53 30,131.49
1,871,853.00 1.871,853.00 1,588,392 71 78,562.47 184 857 82

AT
Sheet #1

Unexpended
Balance
_Cancelled



Appropriation

APPROPRIATIONS WITHIN "CAPS"”

INSURANCE

Group Insurance for Employees
Workers' Compensation

Cther [nsurance Premiums
Health [nsurance Waiver

PUELIC SAFETY
Fire:
Cther Expenses
Fire Official:
Salaries and VWages
Qther Expensas
Pualice:
Salaries and Wages
Qther Expenses
First Ad Crganizaticn Contributions
Emergency Management Service:
Salaries and Wages
Other Expenses
Public Defander:
Salaries and Wages
Municipal Couri:
Salaries and Wages
Other Expenses
Audit Services
Streets and Roads:
Salaries and Wages
Cther Expenses

Ll

BOROUGH OF WATCHUNG
CURRENT FUND

STATEMENT OF EXPENDITURES - REGULATORY BASIS

Apprapriations

Madified Paid ¢r Reserved

Budgzi Budggt Charged Encumbered Unercumbered
1,885.000.0Q 5 1,885,000.00 $ 1,358,047.58 3 1,735.20 $ 48521722
160,000.00 160,000.00 1589,826.00 174.00
174,000.00 174,0C0.00 91,364.00 78,057.00 4.579.0C
40.000.00 40.000.00 19,185.73 20,814.27
2,259,000.00 2.258,000.00 1.658,423.31 78,782.20 510.784.49
127,5G40.00 127,500.00 66,955 68 9,504.08 51.037.24
33,C00.00 33,020.00 32,033.31 CE6.6S
3.300.00 3,300.00 175.C0 375.00 2.750.0¢
3,700,000.00 3,700,000.C0 3,475,5611.92 100,000.00 124 488.08

233,815.00 233,815.00 171.146.62 62,768.18

28,0C0.00 28,000.00 28,000.00
6,150.00 5,150.00 5.150.00

14,000.00 14,005.C0 £.891.67 G,745.44 282.849
$00.00 100.00 10:2.00
67.000.00 67,000.00 64,999 §2 2,C30.08
56,080.00 £5,000.00 50,793.51 520549

4,000.00 4,00C.C0 4,060.00
310,000.00 310,000.0¢ 268,700,556 41,295 44
256.500.00 256,500.00 85,340.65 80.00 170.079.35
4,8329,465.00 4 B38.455.00 4,257 80204 18347270 358,190.35

A3
Sheet #2

Unexpended
Balance
Cancelled



Aporopriation

APPROPRIATIONS WITHIN "CAPS"

BOROUGH OF WATCHUNG

CURRENT FUND

STATEMENT OF EXFENMHTURES - REGULATORY BASIS

HEALTH AND WELFARE
Board of Health:
Salaries and Wages
Dog Regulatian:
Other Expenses
Sawear System:
Salaries and Wages
Other Expenses
Caondo Act Reimbursament:
Cther Expenses

RECREATION AND EQUCATION
Recreaticn:
Salaries and Wages
Other Expensecs
Trafiis and Beautification:
Other Expenses
Environmenial Commission:
Other Expanses
Histarical Preservation:
Other Expenses
Free Public Library:
Salaries and Wages
Other Expenses
Utililies

UNIFOQRM CONSTRUCTION CODE - APPROPRIATIONS
OFFSET BY DEDICATED REVENUES

Construction Code Officials:
Salzries and Wages
Other Expenses

Plumbing Inspecior:
Salaries and Wages

Electrical Inspector:
Salanies and Weages

Fire Sub-Code inspector:
Salaries and Wages

[N

Aporoprigtions
Modified Paid ar Reserved

Budget Budget Charged Encumbered Unencumbered
5,000.G0 3 5,000.0C s 472533 5 3 27467
17,200.00 17,300.00 12 B8A7 .88 481212

73,000.00 73.000.00 73,000.00
31,000.0G 31.000.00 30,854.18 .18 145,64
11,000.00 11,000_{]0_ 2.8965.28 8,.014.71
137,3G0.00 137,300.00 124 252 68 0.18 13,047,714
47,005.00 47.000.60 47 QC0.00
B0,360.00 840.350.00 §,301.15 1,945.00 69, 113.85

5,000.0C 5,600.00 352469 147531

5.000.02 5,000.0¢ 575.00 4,425 00
5.000.0¢ 5,000.00 3,152 .45 1,847 .55

18,0C00.00 18,000.00 18,000.00
1G,000.0C 10,080.00 168.35 82235 £.009.28
15,000.00 15,000.00 4 346.685 91.65 10,858.7C
185 360.00 185,360.00 38.071.28 4,334.35 141,854.36
158,000.00 158,000.0G 147 G4%.92 5,000.60 5,058.08
2080000 20,800.00 8,674.53 12,125.47
18,050.00 18,005.00 17,508.35 44917.65
23,700.00 23,700.00 23,890.14 9.66
20,500.00 20.500.00 20,405 57 93.43
241.000.0G 241.000.00 218,221 51 5 G00.00 17 778.49

A-3
Sheet #3

Unexpended
Balance

Cancelied



BORQUGH OF WATCHUNG
CURRENT FUND

STATEMENT OF EXPENDITURES - REGULATORY BASIS

Appropriations

Modified Paid or Reserved
Appropration Budget Budget Charged Encumbered Unencumbered
APPROPRIATIONS WITHIN "CAPS"
UN SIFIED
Utilities:
Electricity 3 120,000.00 120,000.00 81,381.91 s 74364 3 31,126.45
Telephone §5,000.00 85,000.00 £4,937.32 62.68
Water 18,000.00 18,000.00 12,570.35 542965
Natural Gas 40,000.00 40,000.00 34,580.08 791.18 461874
Fire Hydrant Services 248,000.00 248,000.00 198,853.74 49,146.26
Gasoline 90,000.00 530,000.00 54,461.07 35,538.93
Sireet Lighting 83,000.00 83,000.00 67.154.41 516.88 15328.71
Salary and Wage Adjustment Account 100.00 100.00 100.00
684 100.00 684,100.00 533,948.88 8.,799.70 141,351 42
Total Operations 10,218,078.00 10,218,078.00 8,440,112 42 359,961.60 1,418,003.98
Detail:
Salaries and Wages 5,508,550.00 5,508,550.00 5,146,747 48 130,000.00 231,802.52
Other Expenses 4,708 528.00 4.709,528.00 3,293 .364.94 229,861.60 1,186.201.46
STATUTORY EXPENDITURES
Contributions to:
Social Security System (OAS.L) 245,000.00 245,000.00 210,624.33 34,37567
Police and Firemen's Retirement Sysiem of N.J. 890,266.00 890,266.00 890,266.00
Public Employees' Refirement System 218,179.00 219,178.00 218.1758.00
Defined Contribution Retirement Plan (DCRP) 2,000.00 2,000.00 2,000.00
1,356,445.00 1,356 44500 1,320,069.33 36,375.67
Total Appropriations Within "CAPS" 11,574 523.00 11.574.523.00 9,760,181.75 359,961.60 1,454 379.65

et

A2
Sheet #4

Linexpended
Balance
_Cancelled



Appropriation

APPROPRIATIONS EXCLUDED FROM "CAFS"

tunicipal Alllance Contribution - Match

INTERLOCAL MUNICIPAL SERVICE AGREEMENTS

BOROUGH OF WATCHUNG
CURRENT FUND

STATEMENT OF EXPENDITURES - REGULATORY BASIS

Sewer Interlacal Agreements:
Other Expenses

Somerset County Interlocal Agreements:
Recycling

Board of Health:
QOther Expenses

PUBLIC AND PRIVATE PROGRAMS OFFSET
BY REVENLUES
Safe and Secure Communities Program:
State Share
Lacal Share
Recycling Tonnage Grant
Clean Communities Program {40A:4-87)
Alcohol Education Rehabiliiation {(40A:4-87)
Body Armor (40A:4-87)
Somerset County Historic Grant (40A:4-87)
Sornerset Youth Services Grant (40A:4-87)

CAPITAL IMPROVEMENTS
Capital [mproverment Fund
Building and Ground Improvements

MUNICIPAL DEBT SERVICE - EXCLUDED FROM'CAPS”

Payment of Bond Principal

FPayment of Notes

Interest on Bands

Interest on Noles

Best Lake Loan {Principal and Interest)
NJEIT Loan (Principal znd [nterest)

¥l

A3
Sheet #5
Appropriations Lnexpended
Madified Paid or aserved Baiance
Budget Budget Charged Encumbered Unencumbered Cancelled
1,500.00 5 1.500.00 5 $ 1,500.C0 $
795,000.00 795,000.00 VT 721.26 17.278.74
50,000.00 50,000.00 50,000.02
110,927.00 110,827.00 10457200 5,555.00
60,G00.0C 60,000.00 60,000.00
135,000.00 135,000.00 135,000.00
11,238.24 11,239.24 114,239.24
14 27206 14.272.08 14,272.05
250.086 250.08 25C.06
1.178,188.35 1,178,188.36 1,153,454.62 24 733.74
310,000.G0 310,000.00 310.¢00.00
70.000.C0 70.000.00 58,721.98 1,476.18 9,801.84
380,000.00 380,000.00 358,721.98 147618 9.801.84
1,345,000.00 : 1,345,000.00 1,345,000.00
75,850.00 75,850.00 75,450.00
433,840.00 433,840.00 432,081.25 1.B58.75
115,800.00 115,500.00 115,575.56 324.44
47,500.00 47.500.00 46,637.39 862.61
110,110.00 110,110.00 102,780.24 7.315.76
2.128,400.00 2,128,400.00 2.118,034.44 10,365.58




Approariziion

APPROPRIATIONS EXCLUDED FROM "CAPS”

BEFERRED CHARGES

Payment of Notes/Municipal Debt Service

Total Appropriations Excluded from "CARS"

Sub-Total

Resegrve for Uncollected Taxes

Toial Appropriations

Adopted Budget

Reference

Added by N.J.&. 40A:4-87

Raserve for Uncollected Taxes

Cancelled

Cash Disbursements

Interfunds

Reserve for Federal and

State Grants

Sece accompanying notes o finencial siaiements.

N
o

BOROUGH OF WATCHUNG

CURRENT FUND

STATEMENT OF EXPENDITURES - REGULATORY BASIS

A3
Sheet #6
Appropriations Unexpended
IModified Paid or Reserved Balance
Budget Budget Charged Encumbered Unencumbered Cancelled
5 §50.00 3 §950.00 3 950.G0 3 3 $
3,687 538.36 3,687 53835 3,641,161.04 1.476.18 34.535.28 __10.365.56
15,262,061.38 15,262,081.36 13.401,342.79 361,437.78 1,488,815.23 10,365.56
582,000.00 582,000.00 582,000.C0
3 15.844.061.36 § 15.844,061.35 $ 13,983,342.79 3 361437.78 _S 1.4688 €15.23 310,365.56
Below Below A A Below
Ref
A2 5 15,818300.00 5
A2 25761.36
A-2a {582,000.00} 582.000.00
Above {10,365.58)
A-d 13,313,313.91
A-18 2.267.52
A24 85,761.35
5 15.251.685.80 $ 13,983,342.78
Reference A-1 Above




BOROUGH OF WATCHUNG

TRUST FUNDS

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS

Assessment Fund

Cash

Assessments Receivable
Due Current Fund

Animal Control Fuhd
Cash

Trust Other Fund
Cash

LIABILITIES AND FUND BALANCES

Assessment Fund

New Jersey Environmeniat Infrastrugture

Trust Loan Payable:
Trust Loan
Fund Lean
interfunds Payable
Reserve for Assessments
Fund Balance

Animal Control Fund

Reserve for Animal Control Trust Fund
Due to Current Fund

Prepaid Licenses

Due to State of New Jersey

Trust Other Fund
Due to Current Fund
Reserve for:
Open Space Trust
Developers' Deposiis
State Unemployment Compensation
Insurance Fund
Various Reserves
Payrolt Deductions Payabie
Recreation Reserves
Affordable Housing Reserves
Law Enforcement Trust Fund
Law Enforcement Trust Fund - Federal
Police Cutside Overtime

See accompanying notes to financial statements.

B-8
B-9
B-6
B-10
B-1

B-11
B-6

B-23
B-12

B-6

B-13
B-14

B-15
B-18
B-17
B-18
B-19
B-20
B-21
B-22

Balance
Dec. 31, 2020

$ 826,255.26
843,208.61

— 1,669,461.87_
1,868.25

3,309,245.11

$4,98057523

$ 115,000.00
298,851.74
1,183,210.42
14,785.04
47,614.67

1,669,481.87

1,386.45
413.40
60.00
8.40

1,868.256

237372

101,127.98
830,817.00

104,176.90
536,486.84

8,24572
1,455,947 .43
6,005.85
228753
261,756.13

3,309,245.11

$4,980,575.23

[t

Balance
Dec. 31, 2018

$ 690,724.02
964,260.65
71,486.74

1,726,480.31
4,521.60

3,196,545.75

$ 4,927 64766

$ 157,500.00
322,101.90
1,184,478.70
15,500.28
46,899.43

_ 1,726,480.31_

4,108.20
413.40

4,521.60

5,720.08

37.316.77
882,388.43

86,755.66
567 950,60
4,792.76
7,250.72
1,386,8563.20
11,138.10
2,297.53
184,042.00

_ 3,196,545.75

$4.927 547.66

16



BOROCUGH OF WATCHUNG
TRUST FUNDS

STATEMENT OF FUND BALANCE -
ASSESSMENT TRUST FUND - REGULATORY BASIS

B
Ref.
Balance December 31, 2019 B $46,899.43
Increased by.
Collection of Unpledged Assessments B-10 715.24
Balance December 31, 2020 B $47.614.67

e e e e ot

See accompanying notes to financiai statements.
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BOROUGH OF WATCHUNG
TRUST FUNDS

STATEMENT OF REVENUE
ASSESSMENT TRUST FUND - REGULATORY BASIS

B-2
Excess or
Ref. Budget Realjzed (Deficit)
Assessment Cash B-3 $30,750,18 $30.750.18 § -
STATEMENT OF EXPENDITURES
ASSESSMENT TRUST FUND - REGULATORY BASIS
B-3
Ref, Budget Expended Cancelled
Payment of Bond Principal B-2 $30,750.16 $30.750.16 3 -

See accompanying notes to financial statements.
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BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS AND DEFERRED CHARGES

Cash

Due Current Fund

Due Assessment Trust Fund

Deferred Charges to Future Taxation:
Funded
Unfunded

State Aid Recsivable

Uncenfirmed Assessment Receivable

LIABILITIES, RESERVES AND FUND BALANCE

Capital Improvement Fund
Improvement Authorizations:
Funded
Unfunded
General Serial Bonds
State of New Jersey Loan Payable:
Environmental Infrastructure Trust Loans
Environmental Infrastructure Fund Loans
Green Trust Lean Program
Bond Anticipation Notes Payable
Reserve!
Grants Receivable
Capital Projects
Payment of Debt Service
Unconfirmed Assessments Receivable
Fund Balance

Bonds and Notes Authorized but Not [ssued

See accompanying notes to financial statements.

Ref.

C-2
C-4
C-4

C-6
C-8
C-g
C-15

C-7

C-8
C-10

C-11
C-12
C-13
C-14

C-16
C-17
C-18
C-18
C-1

C-20

Balance
Dec. 31, 2020

S 1,166,056.32
4,805.46
1,185,610.,80

13,756,530.72
5,075,050.00
283,356.22
18,110.40

_$21488 51872

I

Balance
Dec. 31,2019

$ 2,001.041.79
4,805,486
1,184,478.70

15,218,073.96
5,161,950.00
524,855.22
19,242.30

$24,194.,447 43

5 729,866.72

674,011.74
979,103.88
12,966,000,00

120,000,00
308.639.30
362,891 .42
5,075,050.00

50,000.00
27,942.00
4,949.08
18,110.40
173,954.21

$21.489,51872

$ 419,866.72

1,369,043.02
1,720,608.07
14,310,000.00

164,231.73
342,154.16
401 688.07
5,161,000.00

50,000.00
27.942.00
45,849.05
19,242.30

172,822.31

$24.194,447 .43

3 950.00




BOROUGH OF WATCHUNG
GENERAL CAPITAL FUND

STATEMENT OF FUND BALANCE - REGULATORY BASIS

C-1
Ref.
Balance December 31, 2618 C $172,822.31
Increased by.
Interfund with Current to Correct Error C-18 1,131.80
Balance December 31, 2020 C $173.864 21

See accompanying notes to financial statements.
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BOROUGH OF WATCHUNG

CAPITAL FIXED ASSETS

COMPARATIVE BALANCE SHEET - REGULATORY BASIS

ASSETS

Land and Buildings
Vehicles, Machinery and Equipment

RESERVE

Investment in Capital Assets

See accompanying notes to financial statements.

Balance
Dec. 31,2020

$19,318,838.03
7 569,487.46

$26.888,333.49

o

Balance
Dec. 31, 2019

$19,318,836.03
6,733,842.12

$ 26,888,333.49

$ 26,062,678.16

$ 2605267815

21



NOTES TO FINANCIAL STATEMENTS
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BOROUGH OF WATCHUNG
NOTES TO FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2020

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporting Entity

The Borough of Watchung is an insfrumentality of the State of New Jersey, established to function as a
municipality. The Borough Council consists of elected officials and is responsible for the fiscal control of
the Borough.

Except as noted below, the financial statements of the Borough of Watchung include every board, body,
officer or commission supported and maintained wholly or in part by funds appropriated by the Borough
of Watchung, as required by N.J.S.A. 40A:5-5. Accordingly, the financial statements of the Borough of
Watchung do net include the operations of the regional and local boards of education, inasmuch as their
activities are administered by separate boards.

Governmental Accounting Standards Board {GASB) Statement No. 14 establishes certain standards for
defining and reporting on the financial reporting entity. In accordance with these standards, the
reporting entity should include the primary government and those component units which are fiscally
accountable to the primary government.

Measurement Focus, Basis of Accounting and Basis of Presentation

Description of Funds

The Governmental Accounting Standards Board {GASB) is the recognized standard setting body for
establishing governmental accounting and financial reporting principles. The GASB establishes three
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 accounting policies of the Borough of Watchung conform to the accounting principles applicable to
municipalities which have been prescribed by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey. These principles are a "Modified Accrual Basis of Accounting”
which differs from accounting principles generally accepted in the United States of America (GAAR) for
governmental entities. 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 of Watchung
accounts for its financial transactions through the following separate funds which differ from the fund
structure required by GAAP.

Current Fund - Encompasses resources and expenditures for basic governmental operations.
Fiscal activity of Federal and State grant programs are reflected in a segregated section of the
Current Fund.

Trust Funds - The records of receipts, disbursements and custodianship of monies in
accordance with the purpose for which each account was created are maintained in Trust Funds.
These include the Animal Control Trust Fund, General Trust Fund, Community Development
Block Grant Trust Fund and Municipal Open Space Trust Fund.

General Capital Fund - The receipts and expenditure records for the acquisition of general
infrastructure and other capital facilities, other than those acquired in the Current Fund, are
maintained in this Fund, as well as, related long-term debt accounts.

23
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B

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

Description of Funds (Continued)

Public Assistance Trust Fund - Receipts and dishursements of funds that provide assistance to
certain residents of the Borough of Watchung pursuant to the provisions of Title 44 of the New
Jersey statutes are maintained in the Public Assistance Trust Fund.

Capital Fixed Assets Account - This account reflects estimated valuations of land, buildings
and certain movable fixed assets of the Borough as discussed under the caption of "Basis of
Accounting”.

Basis of Accounting

The accounting principles and practices prescribed for municipalities by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, differ in certain respects
from accounting principles generally accepted in the United States of America. The accounting system
is maintained on the modified accrual basis with certain exceptions, Significant accounting policies in
New Jersey are summarized as follows;

Properfy Taxes and Other Revente

Property taxes and other revenue are realized when collected in cash or approved by
regulation for accrual from certain sources of the State of New Jersey and the Federal
Government. Accruals of taxes and other revenue are otherwise deferred as to realization by
the establishment of offsetting reserve accounts. GAAP requires such revenue to be
recognized in the accounting period when they become susceptible to accrual, reduced by an
allowance for doubtful accounts.

Grant Revenue

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

Expenditures

Expenditures for general and utility operations are generally recorded on the accrual basis.
Unexpended appropriation balances, except for amounts which may have been cancelled by
the governing body or by statutory regulation, are automatically recorded as liabilities at
December 31% of each year, under the title of “Appropriation Reserves’.

Grant appropriations are charged upon budget adoption to create spending reserves.

Budgeted transfers to the Capital Improvement Fund are recorded as expenditures to the
extent permitted by law,

Expenditures from Trust and Capital Funds are recorded upon occurrence and charged to
accounts statuterily established for specific purposes.

Budget appropriations for interest on General Capital Long-Term Debt is raised on the cash
basis and is not accrued on the records; interest on Utility Debt is raised on the accrual basis
and so recorded.

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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8.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

Basis of Accounting (Continued)

Encumbrances

As of January 1, 1986 all local units were reguired by Technical Accounting Directive No, 85-1,
as promulgated by the Division of Local Government Services, to maintain an encumbrance
accounting system. The directive states that contractual orders outstanding at December 31st
are reported as expenditures through the establishment of an encumbrance payable.
Encumbrances do not constitute expenditures under GAAP.

Foreclosed Property - Foreclosed property is recorded in the Current Fund at the assessed
valuation when such property was acquired and is fully reserved. GAAP requires such
property to be recorded in the General Fixed Assets Account Group at its market value,

Sale of Municipal Assets - The proceeds from the sale of municipal assets can be held in a
reserve until anticipated as revenue in a future budget. GAAP reguires such proceeds to be
recorded as revenue in the year of sale.

Appropriation Reserves

Appropriation reserves are available, until lapsed at the close of the succeeding year, to meet
specific claims, commitments or coniracts 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 sick, vacation and
compensatory pay are not recorded until paid. GAAP requires that the amount that would
normally be liqguidated with expendable available financial rescurces be recorded as an
axpenditure in the operating funds and the remaining obligations be recorded as a long-term
obligation,

Property Acquired for Taxes

Property Acquired for Taxes (Foreclosed Property) is recorded in the Current Fund at the
assessed valuation during the year when such property was acguired by deed or foreclosure
and is offset by a corresponding reserve account. GAAP requires such property to be
recorded in the general fixed assets account group at market value on the date of acguisition.

Self-insurance Contributions

Contributions to self-insurance funds are charged to budget appropriations. GAAP requires
that payments be accounted for as an operating transfer and not as an expenditure.

Interfunds Receivable

Interfunds Receivable in the Current Fund are generally recorded with offsetting reserves
which are established by charges to operations. Coliections are recognized as income in the
year that the receivables are realized. Interfunds Receivable of all other funds are recorded as
accrued and are not offset with reserve accounts. Interfunds Receivable of cne fund are offset
with Interfunds Payable of the opposite fund. GAAP does not require the establishment of an
offsetting reserve.
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B.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Measurement Focus, Basis of Accounting and Basis of Presentation (Continued)

Basis of Accounting (Continued)

Inventories of Supplies

Materials and supplies purchased by all funds are recorded as expenditures.

An annual inventory of materials and supplies for the Water Utility is required, by regulation, to
be prepared by Borough personnel for inclusion on the Water Utility Operating Fund balance
sheet. Annual changes in valuations, offset with a Reserve Account, are not considered as
affecting results of operations. Materials and supplies of other funds are not inventoried nor
included on their regpective balance sheets.

Capital Fixed Assels

General.

In accordance with Technical Accounting Directive No, 85-2, Accounting for
Governmental Fixed Assets, as promulgated by the Division of Local Government
Services, which differs in certain respects from GAAP, the Borough of Watchung has
developed a fixed asset accounting and reporting system.

GAAP requires that fixed assets be capitalized at historical or estimated historical cost if
actual historical cost is not available. Depreciation on utility fixed assets should also be
recorded.

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

Acquisitions of land, buildings, machinery, eguipment and other capital assets are
recorded on a perpetual fixed asset record.

Vehicles, furniture, equipment and other items are reflected at replacement values at time
of inventory preparation. Additions to the established fixed assets are valued at cost.

Depreciation of assets is not recorded as an operating expense of the Borough.
The Fixed Capital Accounts reflected herein are as recorded in the records of the
municipality and do not necessarily reflect the true condition of such Fixed Capital. The

records consist of a control account only. Detailed records are not maintained.

Basic Finanhcial 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 Berough of Watchung
presents the financial statements listed in the table of contents which are required by the Division of
Local Government Services 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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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

D,  Recent Accounting Pronouncemeints Not Yet Effective

In June 2017, the Governmental Accotnting Standards Board issued GASB Statement No. 87, “Leases”.
The object of this Statement is to betier meet the information needs of financial statement users by
improving accounting and financial reporting for leases by governments. This Statement increases the
usefulness of government's financial statements by requiring recognition of certain lease assets and
liabilities for leases that previously were classified as operating leases and recognized as inflows of
resources or cutflows of rescurces based cn the payment provisions of the contract and is effective for
reporting periods beginning after December 15, 2019. The Borough is currently reviewing what effect, if
any, this Statement might have on future financial statements. GASB Statement No. 95 was issued in
May 2020, which postponed the effective date of this GASB by sightesn months.

In June 2018, the Governmental Accounting Standards Board issued GASB Statement No. 89,
"Accounting for Interest Cost Incurred before the End of a Construction Period”. The objectives of this
Statement are (1) to enhance the relevance and comparability of information about capital assets and the
cost of borrowing for a reporting period and (2) to simplify accounting for interest cost incurred before the
end of a construction period. The requirements of this Statement are effective for reporting periods
beginning after December 15, 2018. The requirements of this Statement should be applied prospectively.
The Borough is currently reviewing what effect, if any, this Statement might have on future financial
statements. GASE Statement No. 95 was issued in May 2020, which postponed the effeclive date of this
GASB by one year.

In May 2019, the Governmental Accounting Standards Board issued GASB Statement No. 91, “Conduit
Debt Cbligations”. The primary objectives of this Statement are to provide a single method of reporting
conduit debt obligations by issuers and eliminate diversity in practice asscciated with (1) commitments
extended by issuers, (2) arrangements asscciated with conduit debt obligations, and (3) related note
disclosures. The requirements of this Statement are effective for reporting periods beginning after
December 15, 2020. The Borough is currently reviewing what effect, if any, this Statement might have on
future financial statements. GASB Statement No. 95 was issued in May 2020, which postponed the
effective date of this GASB by one year.

In January 2020, the Governmental Accounting Standards Board issued GASB Statement No, 92,
“Omnibus 2020”. The primary objective of this Statement is to enhance comparability in accounting and
financial reporting and to improve the consistency of authoritative literature by addressing practice issues
that have been identified during implementation and adoption of certain GASB statements and is effective
for reporting periods beginning after June 15, 2020. The Borough is currently reviewing what effect, if
any, this Statement might have on future financial statements. GASB Statement No. 85 was issued in
May 2028, which postponed the effective date of this GASB by one year,

In March 2020, the Govermmental Accounting Standards Board issued GASB Statement No. 93,
"Replacement of Interbank Offered Rales”. The primary objective of this Statement is to address those
and other accounting and financial reporting implications that result from the replacement of an Interbank
Offered Rate (IBOR) and Is effective for reporting periods beginning after June 15, 2020. The Borough is
currently reviewing what sffect, if any, this Statement might have on future financial statements. GASB
Statement No. 95 was issued in May 2020, which postponed the effective date of this GASB by one year.

In March 2020, the Governmeantal Accounting Standards Board issued GASB Statement No. 84, “Public-
Private and Public-Public Partnerships and Availabifity Payment Arrangements”. The primary objective of
this Statement is to improve financial reporting by addressing issues related to public-private and public-
public partnership arrangements {PPPs). As used in this Statement, a PPP is an arrangement in which a
government (the transferor} contracts with an operater (a governmental or nongovernmenial entity) to
provide public services by conveying control of the right to operate or use a nonfinancial asset, such as
infrastructure or other capital asset {the underlying PPP asset), for a period of time in exchange or
exchange-like transaction and is effective for reporting periods beginning after June 15, 2022. The
Borough is currently reviewing what effect, if any, this Statement might have on future financial
statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Recent Accounting Pronouncements Not Yet Effective

In May 2020, the Governmental Accounting Standards Board issued GASB Statement No. 96,
"Subscription-Based Information Technology Arrangements”. This Statement provides guidance on the
accounting and financial reporting for subscriptions-based information technology arrangements
(SBITAs) for government end users (governments). This Statement (1) defines a SBITA, (2) establishes
that a SBITA results in a right-to-use subscripticn asset - an intangible asset - and a corresponding
subscription liability, (3) provides the capitalization criteria for gutlays other than subscription payments,
including implementation costs of a SBITA; and (4) requires note disclosures regarding a SBITA and Is
effective for reporting periods beginning after June 15, 2022, The Borough is currently reviewing what
effect, if any, this Staternent might have on future financial statements.

In June 2020, the Governmental Accounting Standards Board issued GASB Statement No. 97, “Certain
Component Unit Criteria and Accounting and Financial Reporting for Internal Revenue Code Section 457
Deferred Compensation Plans”. The primary objectives of this Statement are to (1) increase consistency
and comparability related to the reporting of fiduciary component units in circumstances in which a
potential compenent unit does not have a governing board and the primary government performs the
duties that a governing board typically would perform; (2) mitigate costs associated with the reporting of
certain defined contribution pension plans, defined contribution other postemployment benefit {OPER)
plans, and employee benefit plans other than pension plans or OPEB plans (other employee benefit
plans) as fiduciary component units in fiduciary fund financial statements: and (3) enhance the
relevance, consistency, and comparability of the accounting and financial reporting for Internal Revenue
Code (IRC) Section 457 deferred compensation plans (Section 457 plans) that meet the definition of a
pension plan and for benefits provided through those plans and is sffective for reporting periods
beginning after June 15, 2021, The Borough is currently reviewing what effect, if any, this Statement
might have an future financial statements.

CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash and Cash Equivalents

New Jersey statutes permit the deposit of public funds in institutions located in New Jersey, which are
insured by the Federal Deposit Insurance Corporation (FBIC) or any other agencies of the United Siates
that insures deposits or the State of New Jersey Cash Management Fund.

The State of New Jersey Cash Management Fund is autheorized by statute and regulations of the State
Investment Council to invest in fixed income and debt securities which mature or are redeemed within
one year. Twenty-five percent of the Fund may be invested in eligible securities which mature within two
years provided, however, the average maturity of all investments in the Fund shall not exceed one year.
Collateralization of Fund Investments is generally not required.

In addition, by regulation of the Division of Local Government Services, municipalities are allowed to
deposit funds in the Municipal Bend Insurance Association (MBIA) through their investment
management company, the Municipal Investors Service Corporation.

In accordance with the provisions of the Governmental Unit Deposit Protection Act of New Jersey, public
depositories are required to maintain collateral for deposits of public funds that exceed insurance limits
as follows:

The market value of the collateral must equal five percent of the average daily balance of public
funds or

If the public funds deposited exceed 75 percent of the capital funds of the depository, the
depository must provide collateral having a market value equal to 100 percent of the amount
exceeding 75 percent,
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CASH, CASH EQUIVALENTS AND INVESTMENTS {Continued)

Cash and Cash Equivalents (Continued)

All collateral must be deposited with the Federal Reserve Bank, The Federal Home Loan Bank Beard or
a banking institution that is a member of the Federal Reserve System and has capital funds of not less
than $25,000,000.00.

The Borough considers petty cash, change funds and cash in banks as cash and cash equivalents.

The Borough of Watchung has the following cash and cash equivalents at December 31, 2020;

investors Bank - Checking Accounts $ 12.606,940.04

Custodial Credit Risk - Deposits - Custodial credit risk is the risk that in the event of a bank failure, the
deposits may not be returned. The Borough does not have a specific deposit policy for custodial risk
other than those policies that adhere to the requirements of statute, which reguires cash be deposited
only in New Jersey based bank institutions that participate in the 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. Under the act, all demand deposits are covered by the Federal
Deposit Insurance Corporation (FDIC). Public funds owned by the Borough in excess of FDIC insured
amounts are protected by GUDPA. As of December 31, 2020, of the cash balance in the bank,
$1,726,724.60 was covered by Federal Depository Insurance and $10,880,215.44 was covered under
the provisions of NJGUDPA.

interest Rate Risk - This is the risk that changes in market interest rates that will adversely affect the fair
value of an investment. Generally, the longer the maturity of an investmeant the greater the sensitivity of
its fair value to change in market interest rates. The Beorough's investment policy does not include limits
on investment maturities as a means of managing its exposure to fair value fosses arising from
increasing interest rates.

As of December 31, 2020, the Borough had funds on deposit in checking accounts. The amount on
deposit of the Borough’s Cash and Cash Equivalents as of December 31, 2020 was $13,061,268.73.
These funds constitute “deposits with financial institutions” as defined by GASB Statement No. 40.
There were no securities categorized as investments as defined by GASB Statement No. 40.

Investments

New Jersey P.L.. 2017, ¢. 310 permits the Borough to purchase various investments in accordance with
the Borough's Cash Management Plan,

TAXES AND TAX TITLE LIENS RECEIVABLE

Property assessments are determined on true values and taxes are assessed based upon these values,
The residential tax bill includes the levies for the Borough, County and School purposes. Certified
adopted budgets are submitted to the County Board of Taxation by each taxing district. The tax rate is
determined by the board upon the fiting of these budgets.

The tax bills are mailed by the Tax Collector annually in June and are payable in four quarterly
instaliments due the first of August and November of the current year and a preliminary billing due the
first of February and May of the subsequent year. The August and November billings represent the third
and fourth quarter installmenis and are calculated by taking the total year tax lavy less the preliminary
first and second guarter installments due February and May. The preliminary levy is based on ane-half
of the current year's total tax.
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TAXES AND TAX TITIL.LE LIENS RECEIVABLE (Continued)

Tax installments not paid by the above due dates are subject to interest penalties determined by a
resolution of the governing body, The rate of interest in accordance with the aforementioned resolution
is 8% per annum on the first $1,500.00 of delinguency and 18% on any delinquency in excess of
$1,500.00. The resolution also sets a grace period of ten days before interest is calculated. 1n addition,
any delinguency in excess of $10,000.00 at the end of the calendar year is subject to a 6% penalty on
the unpaid balance.

Taxes unpaid on the 11" day of the eleventh month in the fiscal year when the taxes become in arrears
are subject to the tax sale provisions of the New Jersey statutes, The municipality may institute in rem
foreclosure proceedings after six months from the date of the sale if the lien has not been redeemed.

The following is a five year comparison of certain statistical information relative to property taxes and
property tax coltections for the current and previous four ygars:

Comparative Schedule of Tax Rates

2020 2019 2018 2017 2018
Tax Rate $2.128 $2.075 $1.991 $1.979 $2.091
Apportionment of Tax Rate:
Municipal $0.624 $0.605 $0.590 $0.588 $0.574
Municipal Open Space 0.019 0.020 0.020 0.020 0.020
County 0.317 0.325 0.318 0.321 0.320
County Open Space 0.030 0.031 0.031 0.031 (0.031
School 1.091 1.046 0.984 0.973 1.098
Library 0.047 0.048 0.048 0.048 0.048
Assessed Valuation
Year Amount
2020 $1,816,800,254.00
2018 1,801,787,004.00
2018 1,797,883,724.00
2017 1,756,744,661.00
20186 1,724,988,537.00

Comparison of Tax Levies and Collections

FPercentage
Year Tax Levy Collections of Collections
2020 $ 38,734,355.53 $ 38,172,329.89 898.54 %
2019 37,627,741.49 37,319,300.62 99.18
2018 35,859,716.92 35,704,783.55 99.57
2017 34,884,000.68 34,644 ,208.04 $9.37

2016 36,161,574.40 35,085,663.65 99.51
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TAXES AND TAX TITLE LIENS RECEIVABLE {(Continued)

Delinquent Taxes and Tax Liens

Amount of
Tax Title
Year Liens
2020 3
2019
2018
2017 1,813.71
2016 12,713.09

Fund Balances Appropriated

current Fund

MUNICIPAL DEBT

The Local Bend Law, Chapter 40A:2, governs the issuance of bonds to finance general municipal capital
expenditures. All bonds are retired in annual instaliments within the statutory period of usefulness. All
bonds issued by the Borough are general obligation bonds, backed by the full faith and credit of the
Berough. [n addition, tha Borough has entered into loan agreements with the State of New Jersey, The

Amount of
Peiinguent Total
_Jaxes Delinquent
$536,384.14 5536,384.14
272172.31 272,172.31
140,578.17 140,578.17
191,5658.30 193,372.01
167.697.69

=
W
)
-

2020
2018
2018
2017
2015

Balance
December 31.

$ 4,665,052.27
4,380,514.87
4,165,908.96
3,402,689.10
2.901,647.05

180,410.78

Percentage
of

Tax Levy

138 %
0.72
0.39
0.55
0.50

Budgets of
Succeeding
_ Year

$ 1,020,000.00
1,070,000.00
1,025,000.00
925,000.00
825,000.00

monies received from these loans are used to finance various improvements to the Boraugh.

Summary of Municipal Debt

lssued

General;
Bonds, Notes and LL.oans
L.oans Payable

Total Issued

Autharized but Not Issued
General:
Bonds and Notes

Total Debt

Reserve to Pay Debt;
General Capital

Net Bonds and Notes Issued and
Authorized but Not Issued

Year 2020

S 18,040,050.00
1,192,114.19

Year 201

$19,461,000.00
1,387,675.86

Year 2018

$ 18,308,000.00
1,610,741.49

19,232,164.19

20,848,675.86

19,818,741.49

950.00

1,283,750.00

19,232,164.19

4,949,058

20,849,625.86

45,849.05

21,202,491.49

$19,227,215.14

$ 20.803,776.81

521202481.49
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MUNICIPAL DEBT (Continued)

Summary of Statutory Debt Condition - Annual Debt Statement

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 1.062%,

Gross Debt Deductions Net Debt
School Debt $ 6,704,050.99 $6,704,050.99 3
General Debt 19,232,164.19 4,949.05 19,227 215.14
$ 25,936,215.18 $6,709,000.04 $ 19,227 215.14

Net debt of $19,227,215.14 divided by equalized valuation basis per N.J.SA  40A:2-2,
$1,811,319,923 33 equals 1.062%.

Borrowing Power Under N.J.S.A. 40A:2-8 As Amended

Equalized Valuation Basis - December 31, 2020 $ 1.811,319,923.33
3 1/2% of Equalized Valuation Basis $ 83,396,197.32
Net Debt 10,227,215.14
Remaining Borrowing Power $  44,168,982.18

Equalized Valuation Basis is the average of the equalized valuation of real estate, including
improvements and the assessed valuation of Class |l railroad property of the Borough of Watchung for
the last three (3) preceding years.

Long-Term Dept

General Serial Bonds;

$8,170,000.00 General Obligation Bonds of 2016

due in annual installments of $315,000.00 to

$630,000.00 through February 2032 at an interest

rate of 1.0% to 3.0%. $ 6,750,000.00

$8,070,000.00 General Obligation Refunding Bonds

of 2017 due in annual installiments of $870,000.00

to $935,000.00 through August 2027 at an interest

rate of 3.0% to 4.0%. 6,215,000.00

$ 12 966,000.00

Green Trust Loans;

$750,000.00 Dam Restoration Loan due in semi-annual

installments of $17,129.38 to $423,087.82 through
January 2029 at an interest rate of 2.00%. $ 362.891.42
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MUNICIPAL DEBT (Continued)

Long-Term Debt (Continued)

New Jersey Envirenmental Infrastructure Loans:

$230,000.00 Infrastructure Trust Loan of 2001 due in annual
installments of $15,000.00 through February 2021 at an

interest rate of 5.00%.

$228,237.00 Infrastruciure Fund Loan of 2001 due in annual
instaliments of $10,026.15 to $13,367.97 through February
2021 at an interest rate of 0.00%.

$300,000.00 Infrastructure Trust Loan of 2014 due in annual
installments of $10,000.00 to $20,000.00 through August
2033 at an interest rate of 0.00%.

$907,706.00 Infrastructure Fund Loan of 2014 due in annual
installments of $31,000.23 to $46,500.34 through August
2033 at an interest rate of 0.00%.

Bonds and Notes Authorized but Not [ssued

$ 5,000.00

9,787.44

230,000.00

597,703.73

$ 842 461.17

At December 31, 2020, the Borough had no authorized but not issued bonds and notes.

Schedule of Annual Debt Service for Principal and Interest for Bonded Debt Issued and
Qutstanding December 31, 2020

General

Calendar

Year Principal

2021 $ 1,355,000.00
2022 1,375,000.00
2023 1,375,000.00
2024 1,400,000,00
2025 1,415,000.00
2026 1,440,000.00
2027 1,455,000.00
2028 830,000.00
2029 630,000.00
2030 630,000.00
2031 630,000.00
2032 630,000.00

Interest

398,450.00
354,125.00
308,575.00
262,875.00
218,825.00
170,625.00
124,125.00
77,175.00
63,787.50
47.250.00
28,350.00
9,450.00

$ 12,965,000.00

$2061.612.50

Total

$ 1,753,450.00

1,729,125.00
1,683,575.00
1,662,875.00
1,631,825.00
1,610,625.00
1,579,125.00
707,175.00
693,787.50
677,250.00
658,350.00
639,450.00

$ 15602661250
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MUNICIPAL DEBT (Continued)

Schedule of Annual Debt Service for Principal and Interest for New Jersey Green Trust
Loans Payable - Watchung Lake Development and Dam Restoration

Calendar

Year Principal Interest Total

2021 $ 39,576.46 $ 784074 $ 47,417.20
2022 40,371.95 7,060.93 47,432.88
2023 41,183.43 6,265.44 47 448.87
2024 42,011.21 5,453.97 47 465,18
2025 42,855.63 4626.18 47,481.81
2028 43,717.04 3,781.75 47,498.79
2027 44 595.75 2,920.36 47,516.11
2028 45,492.13 2,041,688 47,633.78
2029 23,087.82 1,145.27 24,233.09

$ 362,801.42 $ 41,136.29 $404,027.71

Schedule of Annual Debt Service for Principal and Interest for Environmental
infrastructure Loanh Payable - 2001 infrastructure Trust Loan

Calendar
Year Principal Interest Total
2021 $ 5,000.00 $100.00 $5,100.00

Schedule of Annual Debt Service for Principal for Environmental
Infrastructure [ oan Payable - 2000 infrastructure Trust Loan

Calendar
Year Principal Total
2021 $ 9,787.44 $ 9.787.44
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MUNICIPAL DEBT (Continued)

Schedule of Annual Debt Service for Principal and Interest for Environmental
Infrastructure Loan Payable - 2014 Infrastructure Trust Loan

Calendar

Year

2021
2022
2023
2024
2025
2026
2027
2028
2029
2030
2031

2032
2033

Principal

Capital Assessment Interest
$  7,500.00 $ 7.500.00 $ 8,175.00
7,600.00 7.500.00 7,425.00
7,500.00 7,500.00 6,875.00
7.800.00 7,500.00 5,825.00
7.500.00 7,500.00 5,175.00
7.500.00 7,500.00 4,725.00
10,000.00 10,000.00 4,275.00
10,000.00 10,000.00 3,675.00
10,000.00 10,000.00 3,075.00
10,000.00 10,000.00 2,475.00
10,000.00 10,000.00 1,875.00
10,000.00 10,000.00 1,275.00
10,000.00 10,000.00 550.00
$ 115,000.00 $ 115,000.00 $ 55,400.00

Schedule of Annual Debt Service for Principal for Environmental
Infrastructure Loan Payable - 2014 Infrastructure Fund Loan

Calendar Principal

Year Capital Assaessment
2021 $ 2325017 $ 2325017
2022 23,250.17 23,250.17
2023 23,250.17 23,250,17
2024 23,250,117 23,250.17
2025 23,250.17 2325017
2026 23,250.17 23,250.17
2027 23,250.17 23,280.17
2028 23,250.17 23,250.17
2029 23,250.17 23,250.17
2030 23,250.17 23,250.17
2031 23,250.17 23,250.17
2032 23,250.17 23,250.17
2033 19,849.83 19,849.82

$ 298.851.87 § 298,851.86

Bond Anticipation Notes

Qutstanding Bond Anticipation Notes are summarized as follows:

General Capital Fund

Maturity
Date

10/28/2021

Interest
Rate

0.40%

Total

$ 2317500
22,425.00
21,675.00
20,925.00
20,175.00
19,725.00
24,275.00
23,675.00
23,075.00
22,475.00
21,875.00

21,275.00
20,650.00

$ 285400.00

Total
$ 46,500.34
46,500.34
46,500.34
48,500.34
46,500.34
46,500.34
46,500.34
46,500.34
46,500.34
46,500.34
46,500,34
46,500.34
39,699.65

$ 597,703.73

Amount

$ 5,075,050.00
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MUNICIPAL DEBT (Continued)

Bond Anticipation Notes (Contintied)

Statutory requirements for providing sums equivalent to legally payable installments for the redemption
of notes (budget appropriations) and permanent funding (bond issues} are summarized as follows,

Required
Notes Installments as of
Issued Due QOctober 1
2012 2015 - 2022 2023
2013 2016 - 2023 2024
2014 2017 - 2024 2025
2015 2018 - 2025 2026
2016 2019 - 2026 2027
2017 2020 - 2027 2028
2018 2021 - 2028 2029
2019 2022 - 2029 2030
2020 2023 - 2030 2031

PENSION PLANS

Description of Systems

Substantially all of the Borough's employees participate in one of the following contributory defined
benefit public employee retiremsnt systems which have been established by State statute: the Public
Employees’ Retirement Systam (PERS) or the Police and Firemen's Retlrement System (PFRS). These
systems are sponsored and administered by the New Jersey Division of Pensions and Benefits. The
Public Employees’ Retirement System and the Police and Firemen'’s Retirement System are considerad a
cost-sharing multiple-employer plan.

The amount of the Borough's contribution is certified each year by PERS and PFRS on the
recommendation of the actuary, whe makes an annual actuarial valuation. The valuation is based on a
determination of the financial condition of the retirement system. It includes the computation of the
present deollar value of bensfits payable to former and present members and the prasent dollar value of
future employer and employee contributions, giving effect to mortality among active and retired members
and also to the rates of disabifity, retirement, withdrawal, former service, salary and interest. In
accordance with State statute, the long-term expected rate of return on plan investments is detsrmined by
the State Treasurer, after consultation with the Directors of the Divisicn of Investments and Division of
Pensions and Benefits, the board of trustees and the actuaries. Specific information on actuarial
assumptions and rates of return can be found at www.state.nj.us/treasury/pensions/annrpts.shtml.

The actuarially determined employer contribution includes funding for cost-of-living adjustments and
honcontributory death benefits in the PERS and PFRS. In the PERS and PFRS the employer
contribution includes funding for post-retirement medical premiums.
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PENSION PLANS

Description of Systems (Continued)

PERS PERS
2020 2019
Covered Employee Payroll $1.419,240 $ 1,580,201
Total Payroll 5,467 327 5 328,669
Actuarial Contribution
Requirements 244 929 218,185
Total Contributions 321,697 306,306
Employer Share 244 929 218,185
% of Covered Payroll 17.26% 13.81%
Employee's Share 76,768 88,121
% of Covered Payroll 541% 5.58%
PFRS PFRS
2020 2018
Covered Employee Payroll $ 3,160,836 $ 333187
Total Payroli 5,467 327 5,328,669
Actuarial Contribution
Requirements 999 421 890,266
Total Contributions 1,344,731 1,223,453
Employer Shara 899 421 890,266
% of Covered Payroll 31.62% 29.35%
Employee's Share 345,310 333,187
% of Covered Payroll 10.92% 10.98%

Assumptions

The collective total PERS and PFRS pension liability for June 30, 2020 measurement date was
determined by an actuarial valuation as of July 1, 2019 using an actuarial experience study for the period
July 1, 2014 to June 30, 2018 for PERS and for the period July 1, 2013 to June 30, 2018 for PFRS, The
pension liability was rolled forward to June 30, 2020. The actuarial valuation used an inflation rate of
2.75% for price and 3.26% for wage, projected salary increases through 2026 of 2,00% to 6.00% for
PERS and thereafter 3.00% to 7.00% based on years of service and through all future years 3.25% to
15.25% for PFRS based on years of service and an investment rate of return of 7.00%.

For PERS, pre-retirement mortality rates were based on the Pub-2010 General Below-Median Income
Employee mortality table with an 82.2% adjustment for males and 101.4% adjustment for females, and
with future improvement from the base year of 2010 on a generational basis. Post-retirement mortality
rates were based on the Pub-2010 General Below-Median Income Healthy Retiree mortality table with a
91.4% adjustment for males and 99.7% adjustment for females, and with future improvement from the
base year of 2010 on a generaticnal basis. Disability retirement rates used to value disabled retirees
were based on the Pub-2010 Non-Safety Disabled Retiree mortality table with a 127.7% adjustment for
males and 117.2% adjustment for females, and with future improvement from the base year of 2010 on a
generational basis. Mortality improvement is based on Scale MP-2020.
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PENSION PLANS

Description of Systems (Continued)

Assumptions (Continued)

For PFRS, pre-retirement mortality rates were based on the Pub-2010 Safety Employee mortality table
with a 105.6% adjustment for males and 102.5% adjustment for females, and with future Improvement
from the base year of 2010 on a generational basis. For healthy annuitants, post-retirement mortality
rates were hased on the Pub-2010 Safety Retiree Below-Median Income Weighted mortality table with a
96.7% adjustment for males and 96.0% adjustment for females, and with future improvement from the
base year of 2010 on a generational basis. For beneficiaries, the Pub-2010 General Retiree Below-
Median Income Weighted mortality table was used, unadjusted, and with future improvement from the
base year of 2010 on a generational basis. Disability rates were based on the Pub-2010 Safety Disabled
Retiree mortality table with a 152.0% adjustment for males and 109.3% adjustment for females, and with
future improvement from the base year of 2010 on a generational basis. Mortality improvement is based
on Scale MP-2020.

The discount rate used to measure the total pension liability was 7.00% for PERS and 7.00% for PFRS as
of June 30, 2020. The projection of cash flows used to determing 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 nonemployer contributing entity will be based on 78% of the
actuarially determined contributions for the State employer and 100% of actuarially determined
contributions for the local employers. Based on those assumptions, the plan’s fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members.
Therefore, the long-term expected rate of return on plan investments was applied to all projected benefit
payments to determine the total pension liability. More information on mortality rates and other
assumptions, and investment policies can be found at www.state.nj.us/treasury/pensions/annrpts.shtmil.

Public Employees’ Retirement System:

The Public Employess' Retirement System (PERS) was established as of January 1, 1955 under
the provisions of N.J.8.A. 43:15A to provide retirement, death, disability and medical benefits to
certain qualified members. The Public Employees’ Retirement System is a cost-sharing multiple-
employer plan. Membership is mandatory for substantially all full-time employees of the State of
New Jersey or any county, municipality, scheol district or public agency, provided the employee is
not required {o be a member of another State-administered retirement system or other state of local
jurisdiction.

Significant Legislation

P.L. 2011, c, 78, effective June 28, 2011, made varicus changes to the manner in which PERS operates
and to the benefit provisions of that system. Provisions impacting employee pension and health benefits
include;

= New members of PERS hired on or after June 28, 2011 (Tier 5 members), will need 30 years
of creditable service and age B5 for receipt of the early retirement benefit without a reduction
of Vato 1 percent for each month that the member is under age 65.

» The eligibility age to qualify for a service retirement in the PERS is increased from age 82 to
85 for Tier 5 members.

« Active member contribution rates will increase. PERS active member rates increase from 5.5
percent of annual compensation to 8.5 percent plus an additional 1 percent phased-in over 7
years., For Fiscal Year 2013, the member contribution rates increased in July 2013. The
phase-in of the additional incremental member contributions for PERS members will take
place in July of each subsequent fiscal year.

» The payment of automatic cost-of-living adjustment {(COLA) additional increases to current
and future retirees and beneficiaries ts suspended until reactivated as permitted by this law.
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5.

PENSION PLANS (Continued)}

Significant Legislation (Continued)

In addition, the method for amortizing the pension systems’ unfunded accrued liability changed
(from a leve! percent of pay method to a level doliar of pay).

The following presents the Borough’s proporticnaie share of the Collective PERS net pension liability
calculated using the discount rate of 7.00% and 6.28% as of June 30, 2020 and 2019, respectively, as
well as what the PERS net pension liahility would be if it were calculated using a discount rate that is
one percentage point lower or one percentage point higher than the assumed rate.

Sensitivity of the Borough's Proportionate Share of the Collective PERS
Net Pension Liability to Changes in the Discount Rate

Al Current
At 1% Discount At 1%
Decrease Rate Increase
(6.00%) (7.00%) (8.00%)
2020 $ 4632304 $ 3651,129 $ 2871648
At 1% Discount At 1%
Decrease Rate Increase
(5.28%) (8.28%) {7.28%)
2019 $ 5.140,813 $ 4041679 $ 3.167.311

Special Funding Situation

Under N.J.8.A. 43:15A-15, local participating employers are respensible for their own contributions
based on actuarially determined amounts, except where legislation was passed that legally obligated
the State if certain circumstances occurred. The legislation, which legally obligates the State, is
Chapter 366, P.L. 2001. The amounts contributed on behalf of the local participating employers 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. Since the local participating employers
do not contribute under this legislation directly to the plan (except for employer specific financed
amounts), there is no net pension liability or deferred outflows or inflows to report in the financial
statements of the local participating employers related to this tegistation. Below is the portion of the
nonempioyer cenfributing entities’ total proportionate share of the collective net pension liability that is
associated with the local participating employers:

2020 2019

Employer Net Pension Liability $ 3.651,125.00 $ 4.041.679.00

Police and Firemen’s Retirement System:

The Police and Firemen's Retirement System (PFRS) was established in July, 1844 under the
provisions of N.J.3.A. 43:16A to provide coverage to substantially all full time county and municipal
police and firemen and State firemen appointed after June 30, 1944, Membership is mandatory for
such employses. Members may opt for Service Retirement if over age 55 or Special Retirement at
any age if they have a minimum of 25 years of sarvice or 20 years of service if enrolled in the PFRS
as of January 18, 2000. Retirement benefits vary depending on age and years of service.

Chapter 428, Public Law of 1999, effective January 18, 2000, allows a member, age 55 and older
with 20 or more years of service, to retire with a benefit equaling 50% of final compensation, in lieu
of the regular retirement allowance available to the member. Final compensation means the
compensation received by the member in the last twelve months of creditable service preceding
retirement.
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PENSION PLANS (Continued)
Police and Firemen’s Retirement System: (Continued)

In addition, a member of the system as of the effective date of this law may retire with 20 or more
years of service with a retirement allowance of 50% of final compensation, regardless of age, and if
required to retire becauss of attaining the mandatory retirement age of 65, an additional 3% of final
compensation for every additional year of creditable service up to 25 years.

P.L. 2011, c. 78, effective June 28, 2011, made varicus changes to the manner in which PFRS operates
and to the benefit provisions of that system,

This hew legislation’s provisions impacting employee pension and health benefits include:

The annual benefit under special retirement for new PFRS members enrolled after June 28,
2011 (Tisr 3 members), will be 60 percent instead of 65 percent of the members final
compensation plus 1 percent for each year of creditable service over 25 years but not to
exceed 30 vears.

The following presents the Borough's proportionate share of the Collective PFRS net pension liability
calculated using the discount rate of 7.00% and 6.85% as of June 30, 2020 and 2018, respectively, as
well as what the PFRS net pension liability would be if it were calculated using a discount rate of one
percentage point lower or one percentage point higher than the assumed rate.

Sensitivity of the Borough's Proportionate Share of the Collective PFRS
Net Pension Liability to Changes in the Discount Rate

At Current
At 1% Discount At 1%
Decrease Rate Increase
{6.00%) {7.00%} {8.00%)
2020 $17,757,248 $ 13,353,379 $9,695632
At Current
At 1% Discount At 1%
Decrease Rate Increase
{5.85%) {6.85%]) {7.85%)
2019 $ 16,880,537 $ 12,488,971 $ 8,854,317

Special Funding Situation

Under N.J.S.A. 43:16A-15, local participating employers are responsible for their own contributions based
on actuarially determined amounts, except where legislation was passed that legally obligated the State 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 88, P.L. 2001, Chapter 511, P.L. 1991, Chapter 109, P.t.,
1979, Chapter 247, P.L. 1993 and Chapter 201, P.L. 2001. The amounts contributed on behalf of the
local participating employers 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 non-employer contributing entity. Since
the focal participating employers do not contribute under this legislation directly to the plan (except for
employer specific financed amounts), there is no net pension liability or deferred outflows or inflows to
report in the financial statements of the local participating employers related to this legislation. Below is
the pertion of the non-employer contributing entities’ total proportionate share of the collective net pension
liability that is associated with the local participating employers.
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PENSION PLANS (Continued)

Special Funding Situation (Continued)

2020 2018
Employer Net Pension Liability $ 11,559,411.00 $ 10,785,862.00
Nenemployer Proportional Share
of the Net Pension Liability 1,793,968.00 1,703,108.00
$ 13,353,379.00 $12.488,970.00

FPension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred Inflfows
of Resources Related to Pension

Although the Division administers one cost-sharing multiple-employer defined benefit penston plan,
separate (sub) actuarial valuations are prepared to determine the actuarially determined contribution rate
by group. Following this method, the measurement of the collective net pension liability, deferred
outflows of resources, deferred inflows of resources and pension expense excluding that attributable to
employer-paid member contributions are determined separately for each individual employer of the State
and local groups.

To facilitate the separate (sub) actuarial valuations, the Divisicn maintains separate accounts to identify
additions, deductions, and fiduciary net position applicable to each group. The allocation percentages
presented for each group in the schedule of employer allocations are applied to amounts presented in the
schedules of pensicn amount by employer. The allocation percentages for each group as of June 30,
2020 and 2019 are based on the ratio of each employer’s contributions to total employer contributions of
the group for the fiscal years ended June 30, 2020 and 2019, respectively.

Following is the total of the Borough's portion of the PERS and PFRS net pension liabilities, deferred
outflows of resources and deferred inflows of resources related to pensions and the pension expense and
expenditures for the fiscal year ended June 30, 2020:

FPERS PERS
Net Pension Liabilities $ 3,651,129 $ 11,658,411
Deferred Cutflow of Resources © 485,710 1,050,694
Deferred Inflow of Resources 1,555,196 3,675,761
Pension Expense (88,018) (381,1186)
Contributions Made After .
Measurement Date 244,928 899,421

GASB Statement No. 88, Accounting and Financial Reporting for Pensions, requires participating
employers in PERS to recognize their proportionate share of the collective net pension liability, collective
deferred outflows of resources, collective deferred inflows of resources and collective pensicn expense
excluding that attributable to employer-paid member contributions. The employer allocation percentages
presentad in the PERS schedule of employer allocations and applied to amounts presented in the PERS
schedule of pension amecunts by employer are based on the ratio of the contributions as an individual
employer to total contributions to the PERS and PFRS during the years ended June 30, 2020 and 2019.
The Borough's proportionate share of the collective net pension liability as of June 30, 2020 and 2019
was .0224% and .0224% for PERS and ,0895% and .0881% for PFRS, respectively,

It is important to note that New Jersey’s municipalities and counties do not follow GAAP accounting
principles and, as such, do not follow GASB requirements with respect to recording the net pension
liability as a liability on their balance sheets. However, N.J.A.C. 5:30-6,1(¢c)(2) requires municipalities and
counties to disclose GASB 68 information in the Notes to the Financial Statements,
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PENSION PLANS (Continued)

Pension Liabilities, Pension Expense, and Deferred Qutflows of Resources and Deferred Inflows
of Resources Related to Pension (Continued)

At June 30, 2020, the amount determined as the Berough's proportionate share of the PERS net pension
liability was $3,651,129, For the year ended June 30, 2020, the Borough would have recognized PERS
pension expense of ${88,018). At June 30, 2020, deferred outflows of resources and deferred inflows of
resources related to the PERS pensicn are as follows:

Deferred Deferred
Qutflows of Inflows of
Resourges Resources
Difference Between Expected and Actual
Experience $ 66,481 $ 12,812
Change of Assumptions 118,447 1,528,762
Net Difference Between Projacted and Actual
Investment Earnings 124,799
Net Change in Proportions 175,983 13,622
Total Contributions and Proportionate Share of
Contributions After the Measurament Date 244,929
$ 730,639 $ 1,555,198

At June 30, 2020, the amount determined as the Borough's proportionate share of the PFRS net pension
liability was $11,559 411. For the year ended June 30, 2020, the Borough would have recognized PFRS
pension expense of $(381,118). At June 30, 2020, deferred outflows of resources and deferred inflows of
rescurces related to the PFRS pansion are as follows:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference Between Expected and Actual
Experience $ 116,538 $ 41,485
Change of Assumptichs 29,089 3,098,009
Net Difference Between Projected and Actual
Investment Earnings 677,782
Net Change in Proportions 227,285 535,267
Total Contributions and Propertionate Share of
Contributions After the Measurement Date 999,421
_$2050,115 _$3675.761

L ong-Term Expected Rate of Return

In accordance with State statute, the long-ferm expected rate of return on plan investments (7.00% at
June 30, 2020} is determined by the State Treasurer, after consultation with the Directors of the Division
of Investment and Division of Pensions and Benefits, the board of trustees and the actuaries. The long-
term expeocted rate of return was determined using a building block methad in which best-estimate ranges
of expected future real rates of return (expected returns, net of pension plan investment expensa 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 rates of return for each major
asset class included in the pension plan’s target asset allocation as of June 30, 2020 are summarizad in
the following table:
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5. PENSION PLANS (Continued)

Long-Term Expected Rate of Return {(Continued)

Expected

Target Real Rate

Asset Class Allocation _of Return

US Equity 27.00% 7. 71%
Non-U.S. Developed Market Equity 13.50% 8.57%
Emerging Market Equity 5.50% 10.23%
Private Equity 13.00% 11.42%
Real Assets 3.00% 89.73%
Real Estate 8.00% 9.56%
High Yield 2.00% 5.95%
Private Equity 8.00% 7.59%
Investment Grade Credit 8.00% 2.687%
Cash Equivalents 4.00% 0.50%
U.S. Treasuries 5.00% 1.94%
Risk Mitigation Strategies 3.00% 3.40%

Contributions Reguired and Made

Contributions made by employees for PERS and PFRS are currently 7.50% and 10.0% of their hase
wages, respectively, Employer contributions are actuarially determined on an annual basis by the
Division of Pensions. Contributions to the plan for 2020 and 2019 are as follows:

PERS PFRS
Year Township Employees Township Employees
2020 $219.179.00 $786,76R.00 $ B90,268.00 $345,310.00
2018 218,185.00 88.121.00 890,265.00 333,187.00

6. OTHER POSTEMPLOYMENT BENEFITS (OPEB)

In additien to the pension described in Note 10, the Borough provides postemployment health care
benefits as part of the State Health Benefits Local Government Retired Employees 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 {OPER) 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 o 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 Repart
(CAFR), which can be found at hitps:/Awww.state.ni.us/treasury/pensions/financial-reports. shiml.




6. OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)

General Information abotf the OPEB Pian (Continued)

The Plan provides medical and prescription drugs 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 employess must file
a resolution with the Division. Under Chapter 88, local employers elect to provide bensfit coverage
based on the eligibility rules and regulations promulgated by the State Health Benefits Commission.
Chapter 48 zallows 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 pericd of service of up to 25 years with the employer at the time of retirament
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 B2 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
agreemaeant.

In accordance with Chapter 330, P.L. 1997, which is codified in N.J.S.A. 62;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 dees 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 sligible 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 providing 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 ratiree’s annual retirement benefit and level of coverage,

Full-time non-union employees of the Borough hired on or before December 31, 2008, who retire under
the Public Employees’ Retirement System that have completed certain eligibility requirements are
eligible to continue participation with the SHBP for medical benefits coverage. Those retired employees
that opt to continue under the SHBP are responsible for the monthly premiums and will be reimbursed
by the Borough under a premium reimbursement program. This program wifl reimburse the retiree
80%, 70% or 80% of the insurance premium contingent upon years of service with the New Jersey
PERS and consecutive years of full-time service with the Borough. The percentage of insurance
reimbursement remains the same during the entire retirement period and does not increase with age.
Retiree benefits under this program will cover the employee and any eligible spouse or dependents.

In additich to the pension described in Note 1C, the Borough provides postemployment health care
benefits as part of the State Health Benefits Local Government Retired Employees Plan.

Total OPEB [ iability

At December 31, 2020, the Borough had a liability of $10,659,403 for its proportionate share of the non-
special funding net OPEB liability. The net OPEB liability was measured as of June 30, 2020 and the
total OPEB liability used to calculate the net OPEB liability was determined by an actuarial valuation as of
that date. The Borcugh'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 zll participating
employers in the plan. At June 30, 2019, the Borough's proportion was .078890% which was a decrease
of .009179% from its proportion measured as of June 30, 2018.
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6. OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)

Total OPEB Liability (Continued)

For the year ended December 31, 2018, the Borough would have recognized OPEB expense of
3(574,125). At December 31, 2019, deferred outflows of resources and deferred inflows of resources
related to OPEB from the following sources:

Deferred Deferred
Qutflows of Inflows of
Resources Resources
Changes of Assumptions 3 $ 3,777,455
Net Difference Between Projected and Actuai
Earnings on OPEB Plan Investments 8,780 3,117,225
Changes in Proportion and Differences Between
the Township's Contributions and Proportionate
Share of Contributions 193,894 3,074,949
Total $ 202674 $ 9.9869629

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

Year Ended June 30:

2020 $(1,121,491)
2021 (1,121,491)
2022 (1,122,179)
2023 (1,123,292)
2024 {1,124,308)
Thereafter {1,273,138)

Changes in Proportion

The previcus 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
8.05, 8.14 and 8.04 years for the 2019, 2018 and 2017 amounts, respectively.

Actual Assumptions and Other Inpuls

The total OPEB liability for the June 30, 2019 measurement date was determined by an actuarial
valuation as of June 30, 2018, which rolled forward to June 30, 2018. 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.
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6 OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)

Inflation Rate 2.50%
Public Employees’ Retirement System
(PERS):
Initial Fiscal Year Applied:
Rate Through 2026 2.00% to 6.00%
Rate Thereafter 3.00% to 7.00%
Police and Firemen's Retirement System
(PFRS);
Rate for All Future Years 3.25% t0 15.25%
Mortality:
PERS Pub-2010 General classification headcount weighted martality with
fully generational mortality improvement projections from the central
year using Scale MP-2019.
PFRS Pub-2010 General classification headcount weighted mortality with

fully generational mortality improvement projections from the central
year using Scale MP-2018.

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

Actuarial assumptions used in the July 1, 2018 valuation were based on the results of the PFRS and
PERS experience studies prepared for July 1, 2013 to June 30, 2018 and July 1, 2014 to June 30, 2018,

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

Health Care Trend Assumptions

For pre-Medicare medical benefits, the trend is initially 5.7% and decreases to a 4.5% long-term trend
rate after eight years. For post-65 medical bensfits, the actual fully-insured Medicare Advantage trend
rates for fiscal year 2020 are reflected. The assumed post-85 medical trend is 4.5% for all future years.
For prescription drug benefits, the initial trend rate is 7.5% and decreases to a 4.5% long-term trend rate

after eight years.

Discount Rate

The discount rate for June 30, 2019 and 2018 was 3.50% and 3.87%, respectively. This represents the
municipal bend return rate as chosen by the State. The source is the Bond Buyer Ga 20-Band 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 than 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.
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6. OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued}

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 OPER liability would be if it were calculated using a
discount rate that is ocne percentage point lower or one percentage point higher than the current rate:

June 30, 2019

1% At Current 1%
Decrease Discount Rate Increase
2.50% 3.50% 4.50%
Township's Propertionate Share
of Net OPEB Liability $ 12,324 981 $ 10,659,403 $ 9,305,900
June 30, 2018
1% At Current 1%
Decreasa Discount Rate Increase
_2.87% 3.87% 4.87%
Township's Proportionate Share
of Net OPEB Liability $ 16,151,276 $ 13,766,101 $ 11,860,886

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

The following presents the Borough's proportionate share of the net OPER liabiiity 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 one percentage point lower or one percentage point higher than the current
rate:

June 30, 2019

1% Healthcare Cost 1%
Decrease Trend Rate Increase
Township's Proporticnate Share
of Net OPEB Liability $ 8,995,223 $10,659,403 $ 12,782,345
June 30, 2018
1% Healthcare Cost 1%
Decrease Trend Rate Increase
Township's Propoertionate Share
of Net OPEB Liability $11,483,136 $13,768,101 $ 16,720,598

Special Funding Situation

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 gualified retiree under the State managed care plan or a health
maintenance organization participating in the program providing the lowest premium ar 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 emplovers 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.

The Borough as of June 30, 2019 had 1 member under the Special Funding Situation. The State
proportionate share of the net OPEB liabiiity attributed to the Borough is $185,333.
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DEFINED CONTRIBUTION RETIREMENT PROGRAM

Description of System

The Defined Contribution Retirement Program (DCRP) was established on July 1, 2007 for certain
public employees under the provisions of Chapter 92, P.L. 2007 and Chapter 103, P.L. 2007. The
pregram provides eligible members, with & minimum base salary of $1,500.00 or more, with a tax-
sheltered, defined contribution retirement benefit, in addition to life insurance and disability coverage.
The DCRF is jointly administered by the Division of Pensions and Benefils and Prudential Financial.

If the eligible elected or appointed official will earn less than $5,000.00 annually, the official may choose
to waive participation in the DCRP for that office or position. This waiver is irrevocable,

As of May 21, 2010, the municipal base salary required for eligibility in the DCRP was increased to
$5,000.00.

This retirement program is a new pension system where the value of the pension is based on the
amount of the contribution made by the employes and employer and through investment earnings, It is
similar to a Deferred Compensation Program where the employee has a portion of tax deferred salary

placed into an account that the employee manages through investment options provided by the.

employer.

The law requires that three classes of employees enroll in the DCRP, detailed as follows;
All elected officials taking office on or after July 1, 2007, except that a person who is reelected
to an elected office held prior to that date without a break in service may remain in the Public

Employees' Retirement System (PERS).

A Governor appoiniee with the advice and consent of the Legislature or who serves at the
pleasure of the Governor only during that Governor’s term of office. '

Employees enrolled in the PERS on or after July 1, 2007 or employees enrolled in the PFRS
after May 21, 2010 who earn salary in excess of established "maximum compensation” limits.

Employees otherwise eligible to enroll in the PERS on or after November 2, 2008 who do not
earn the minimum salary for PERS Tier 3, but who earn salary of at least $5,000.00,

Empleyses otherwise eligible to enroll in the PERS after May 21, 2010, who do not work the
minimum number of hours per week required for PERS Tier 4 or Tier-5 enrolliment (32 hours
per week) but who earn safary of at least $5,000.00 annually.

Notwithstanding the foregoing requirements, other employees who hold a professional license or
certificate or meet other exceptions are permitted to remain to join or remain in PERS.

Contributions Required and Made

Contributions made by employees for DCRP are currently at 5.5% of their base wages. Member
contributions are matched by a 3.0% employer coniribution. Contributions to the plan for 2020 and 2019
are as follows:

Year Township Employees
2020 $1,804.14 $ 937.39
2019 185,86 494.32
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70.

CAPITAL ASSETS

Capital asset activity for the years ended December 31, 2020 and 2019 was as follows:

Balance Balance
Governmental Activities Deg, 31,2019 Additions Retirements Dec. 31,2020
Land and Buildings $ 19,318,835.03 3 $ $ 19,318,836.03
Vehicles, Machinery and
Equipment 6,733,842.12 860,454 14 (24,798.80) 7,569,487 .46
$ 26,052,678.15 3 860,454.14  § (24 798.80) $ 26,888,333.49
Balance Balance
Governmental Activitias Dec. 31, 2018 Additions Retirements Dec. 31,2019
Land and Buildings $ 19,318,836.03 § $ $ 19,318,836.03
Vehicles, Machinery and
Equipment B,015,141.67 738,395.45 (20,695.00} 68,733,842.12

$ 2533397770 $ 739,385.46

$§ (20,695.00)

$ 26,052678.15

INTERFUNDS RECEIVABLE AND PAYABLE

As of December 31, 2020, interfunds receivable and payable that resulted from various interfund

transactions wers as follows:

Due to
Fund QOther Funds
Current Fund $ 8,7489.93
Animal Control Trust Fund 413,40
General Trust Fund 4,060.72
Municipal Cpen Space Trust Fund
Assessment Trust Fund 1,193,210.42

General Capital Fund
Grant Fund

$1,206,424.52

DEFERRED COMPENSATION PLAN

Dua from
Other Funds

$ 12,083.94

214.00
1,463.00

1,190,416.06
2,267,562

$1,206,424.52

The Borough of Watchung offers its employees a Deferred Compensation Plan created in accordance
with the provisions of N.J.S. 43:15B-1 et seq., and the Internal Revenue Code, Section 457. The plan,
available to all municipal employees, permits them to defer a portion of their salary until future years,
The deferred compensation is not available to employees until termination, retirement, death, or

unforeseeable emergency.

Statutory and regulatory requirements governing the establishment and operation of Deferred
Compensation Plans have been codified in the New Jersey Administrative Code under the reference

N.JLA.C. 5:37.

The "Small Business Job Protective Act of 1996" revised several provisions of Section 457 of the
Internal Revenue Code. A provision of the act required that all existing plans be modified to provide that
the funds he held for the exclusive benefit of the participating employees and their beneficiaries.
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11.

12,

DEFERRED COMPENSATION PLAN (Continued)

The Administrator for the Borough of Watchung's Deferred Compensation Plan is the Equitable Life

Assurance Scciety of the United States ({the "Equitable”).

RISK MANAGEMENT

The Borough is exposed to various risks of loss related to torts; theft of; damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters.
commercial insurance coverage covering each of those risks of loss.
coverage is sufficient to preclude any significant uninsured losses to the Borough. Settled claims have

not exceeded this commercial coverage in any of the past three fiscal years.

CONTINGENT LIABILITIES

a.

Compensated Absences

The Borough has not permitted non-police department employees to carry over unused vacation
days. Under special circumstances, vacation time may be carried over with Mayor and Council
approval. After a minimum of five years of service with the Beorough, an employee, upon
separation from service with the Borough, will receive pay based upen unused accumulated sick
leave, up to a maximum of 120 days of such credit. Payment shall be made in accordance with
the following schedule:

Upan retirement: 50% of the employee's then current rate of pay
Other separation: 25% of the employee’s then current rate of pay

Police Department employees may not carry over vacation unless approved by the Mayor and
Council. Sick days may be accumulated up to 360 days per employee with a maximum of 60
days to be reimbursed to the employee at retirement. The Borough has estimated the liability
for unpaid sick pay to be $544,369.60 and $633,458.53 at December 31, 2020 and 2019,
raspectively. In accerdance with New Jersey accounting principles and praciices, these
amounts are not reported as an expenditure or liability in the accompanying financial
statements.

Tax Appeals

There are several tax appeals filed with the State Tax Court of New Jersey requesting a
reduction of assessments for years through 2020. Any reduction in assessed valuation will
result in a refund of prior years’ taxes in the year of settlement, which may be funded from tax
revenues through the establishment of a reserve or by the issuance of refunding bonds per
N.J.S. 40A:2-51.

Judgments, adverse to the Borough, would apply to the year of appeal plus at least two
subsequent years. Refunds or tax credits, including statutory interest therecon, would be
chargeable to operations of future budget appropriations.

County taxes paid on the reductions in assessed valuations are subject to credits against the
County Tax Levy of the year subsequent to the year in which appeals were adjudicated.

The Borough maintains
Management believes such
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12. CONTINGENT LIABILITIES (Continued)

¢. Federal and Sfate Awards

The Borough participates in several federal and state grant proegrams which are governed by
various rules and regulaticns of the grantor agencies; therefore to the extent that the Borough
has not complied with the rules and regulations governing the grants, refunds of any money
received may be required and the collectability of any related receivable at December 31, 2020
may be impaired. in the opinion of management, there are no significant contingent liabilities
relating to compliance with the rules and regulations governing the respective grants; therefare,
nc provisions have been recorded in the accompanying statutory basis financial statements for
such contingencies.

d. Arbitrage Rebate Calcufation

in 1985, under the Tax Refarm Act, the Arbitrage Rebate Law went into effect requiring issuers
of tax exempt debt obligations to rebate to the Federal Government all of the earnings in excess
of the yield on investments of proceeds of such debt issuances (the “rebate arbitrage"). The
Rebate Regulations apply to obligations issued after August 31, 1986. The arbitrage rebate
liability must be calculated every installment computation date (last day of the fifth bond year) or
earlier if the bonds are retired, defeased or refunded and pay at least 90% of the rebatable
arbitrage (plus any earnings thereon) within 60 days after such date.

e. Payments in Lieu of Taxes (PILOT)

Under N.J.S.A. 40A:20-12, each municipality is required to annually remit to the County five
percent (6%} of the annual service charge for each long-term PILCT financial agreement
entered into by the municipality.

f. Litigation

The Borough Attorney's letter did not indicate any litigation, claims or contingent liabilities that
are either not coverad by the Borough's insurance carriers or would have a material impact on
the Borough.

13. SECONDARY MARKET DISCLOSURE

Soiely for purposes of complying with Rule 15¢2-12 of the Securities and Exchange Commissicn, as
amended and interpreted from time to fime (the “Rule™), and provided that the Bonds are not exempt
from the Rule and provided that the Bonds are not exempt from the requirements in accordance with
Paragraph {d) of the Rule, for so long as the Bonds remain outstanding {unless the Bonds have been
wholly defeased), the municipality shall provide for the benefit of the holders of the Bonds and the
beneficial owners thereof various financial documents relating to the financial conditions of the Municipal
Securities Rulemaking Board through the Electronic Municipal Access Data Port {the “MSRB”).

14. SUBSEQUENT EVENTS

The Borough of Watchung has evaluated subsequent events that occurred after the balance sheet date,
but before August 30, 2021 and it was determined that the following item requires disclosure:

Due to the impact of the COVID-19 pandemic, the Borough of Watchung implemented several
policies to protect the health and safety of its employees and citizens. It is anticipated that certain
revenues will not be realized te the extent it was budgeted for in fiscal year 2020, for example the
Municipal Court, the Constructicn Code and the Recreation Department.



CURRENT FUND

CASH RECEIPTS AND DISBURSEMENTS
COLLECTOR - TREASURER

A-4
Federal and
Ref. Current Fund State Grant Fund
Ralance December 31, 2018 A $ 6,373184.69 $277,137.68
Increased by Recsipts:
Miscellansous Revenue Not
Anticipated A-2a 5 418,726.83 $
Petty Cash A-6 400.00
Taxes Receivable A-7 38,221,788.04
Revenue Accounts Receivable A-8 3,040,754.09
Grants Receivable A-8 93,779.40
Pue from State of New Jersey
per Ch, 129, P.L. 1978 A-11 26,250.00
Prepaid Licenses A-13 1,875.00
Prepaid Taxes A-14 318,302.92
Interfunds A-19 139,628.56
Due to State of New Jerseay A-21 7.871.00
Grants Appropriated - Match A-24 135,000.00
Due Qutside Lienhaolders A-25 20,20012
42 186,776.38 228.779.40
48 569,861.35 505,817.06
Decreased by Disblursements;
Miscellaneous A1 4.020.50
2020 Budget Appropriations A-3 13,300,080.72
Petty Cash A-B 400.00
2019 Appropriation Reserves A-10 450,840.53
Regional High School Tax A-18 7,878,808.00
County Taxes A-16 7,148,828.15
Local District School Taxes A7 11,831,171.00
Interfunds A-19 578,501.12
Due to State of New Jersay A-21 21,776.00
Tax Sale Premiums A-23 113,318.22
Grants Appropriated - Match A-24 29228045
Due Qutside Lienholders A-25 49.862.10
Interfunds A-26 2.267.52
41,477 815.34 294 547 .97

Balance December 31, 2020 A S 7,082.148.01 3211,369.09




Balance December 31, 2019

Balance December 31, 2020

Analysis of Balance
Office:
Tax Collector
Clerk
Municipal Court

Increased by:
Cash Receipts

Decreased by.
Cash Disbursements

Office:
Police Department
Clerk

BORQUGH OF WATCHUNG

CURRENT FUND

CHANGE FUNDS

Ref.
A

A,Below

Above

PETTY CASH FUNDS

A4

A4

$250.00

5250.00

5100.00
50.00

100.00

325000

3400.00

400.00

$300.00

100.00

$400.00
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¥G

Year

2018
2020

Reference

Tax Yield

General Property
Tax

Business Persona!
Tax - Utilities

Added Taxes

BEORQUGH OF WATCHUNG

TAXES RECEIVABLE AND ANALYSIS QF PROPERTY TAX LEVY

AT
Due fram Cvar-

Bzlance Collecied State of payments Balance
Der. 31, 20189 2020 Levy 2019 2020 New Jlersey Apolied Cancelled Dec. 31. 2020
§ 27217231 § 3 S 27167231 3 $ 500.00 $ 3

38,734,355.53 188,734.16 37.850,095.73 25,500.00 25,541.50 5356,384.14
§ 27217231 $ 38.734.355.53 5 1856,734.18 $ 38.221,768.04 3 25500.00 $ 5G0.00 $ 25.641.50 3 538.384.14
A Below A-Za. 14 A-2.2a.4 A2a 11 A-15 Reserve A
ANALYSIS OF PROPERTY TAX LEVY
Ref, Ref.
Taxlovy
County Taxes {Abstract) 3 7,13542C.65
$ 3863383047 County Added Taxas (N.J.3.A, 54:4-631
et seq.) 13,507 46
27.528.96 A-16 $ 7,14B.528.1%
72,6846.10 Local Schoo! District Tax (Abstract) AT 11,931 171.06
Regicnal High Schoal Taxes A-18 7.878,508.00
Lacal Taxes for Municipal Purposgs Buoget A2 11,335,308.C0
Municipal Open Space Tax A-2a 363,133.26
31,508,520.268
Plus: Additional Tax Lgvied Resgrve 7850712
31,585,427.38
Above § 38,734,355.53 Above

S 38.734.355.53



Clerk:

Alcohelic Beverage Licenses

Other Licenses
Construction Code Official:

Uniform Construction Code Fees
Board of Adjustment:

Other Fees and Permits
Board cof Health:

Other Licenses

Other Fees and Permits
Registrar of Vital Statistics:

Gther Licenses

Othar Fees and Permits
Police Department:

Other Fees and Permits
Municipal Court;

Fines and Costs
Engineering:

Other Fees and Permits
Fire Preventian:

Other Fees and Pemits
Planning Board:

Other Fees and Permits
Finance:

Other Fees and Permits
Recreation:

Other Fees and Permits
Miscellansous:

Other Fees and Parmits
State of New Jersay:

Energy Raccipts Tax
Interest and Costs on Taxes
Interest on Investments and Deposiis
Uniform Fire Safety Act
Sewer Rents
Bulk Pick Up Fees
Cpen Space Trust Fund Debt Payment
Shared Court Reimbursement
Reserve for Payment of Daebt

CURRENT FUND

REVENUE ACCOUNTS RECEIVABLE

A-2
A-2a

A2
A-2a

A-2a
A-2a

A-2a
A-2a

A-23
A2
A-23
A-Z23a
A-Z2a
A-2a
A-2a
A-23
A-2
A-2
A2
A2
A-2
A2

A2
A2

Reference

A8
Balance Balance
Dec, 31, 2018 Accrued Collections Dec. 31, 2020
5 $ 15,000.00 5 15,000.00 3
530.00 530.00
117,403.00 117,403.00
5,150.00 5,150.00
19,745.00 19,745.00
1,145.00 1,145.00
107.00 107.00
6,860.00 6,860.00
2,828.00 2,828.00
8,386.88 77,114.13 82 ,279.01 3,224.00

11,820.00 11,820.00
9.810.00 9,810.00
750.00 750.00
127,429.84 127,429,84
2,955.00 2,955.00
1,224.00 1,224.00
700,092.00 700,082.00
79,040.3% 79,040.39
50,241.10 50,241.10
32,347.85 32,347.85
1,372,860.15 1,372,850.15
6,240.00 6,240.00
300,000.00 300,000.00
54,646.75 54,646.75
40,800.00 40,900.00

$8.388.88 $3,036,338.21 53,041,504.09 $ 322400

A Reserve Below A
Ref,

Prepaid Licenses A-13 3 750.00
Cash Receipts A-4 3,040,754.09
Above $3,041,504.09
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BOROUGH OF WATCHUNG

GRANTS RECEIVABLE

GRANT FUND

N.J. Safe and Secure Communities Program

N.J. Safe and Secure Communities Program - 2020

Alcohol Education Rehabilitation Fund - 2020

Clean Communities - 2020

Recycling Tonnage Grant - 2020

Body Armor Replacement Fund - 2019

Somerset County Youth Services/Athlatic Grants -
2018 - 2020

Reference

Cash Receipts
Grant Ravenue

AS
Balance 2020 Balance
Dec. 31, 2018 Grants Collections Dac. 31, 2020
$87.000.00 $ $ $87,000.00
60,000.00 60,000.00
250.08 250.06
14,272.06 14,272,086
11,239.24 11,235.24
3,018.04 3,018.04
5.000.00 5,000.00
$95018.04 $85,761.36 $63,779.40 $87,000.00
A Below Below A
Ref,
-4 % $83,779.40
A2 8576136
Above $85,761.35 $93 779.40
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Appropriations

GENERAL GOVERNMENT
Mayor and Councii:
Salaries and Wages
Other Expenses
Municipal Clerk:
Salaries and YWages
Other Expenses
Financial Administration:
Salaries and Wages
Other Expenses
insurance:
Group Insurance Plans for Employees
Other Insurance Premiums
Worker's Compensation
Health Benefit Waiver
Administrative and Executive:
Salaries and Wages
Other Expenses
Coilector of Taxas:
Salaries and Wages
Other Expenses
Assessor of Taxes!
Salaries and Wages
(Other Expenses
Legal Services and Costs:
Qther Expensss
Municipal Caurt:
Salaries and Wages
Other Expenses
Audit Services

BOROUGH OF WATCHUNG
CURRENT FUND

2019 APPROPRIATION RESERVES

Balance

Dec. 31, 2018 Modified

Encumbered Unencumbered Balance
$ $ 1,000.00 $ 1,000.00
1,565.00 26,535.50 28,100.50
58.28 58.28
536.92 619.14 1,156.08
180.77 180.77
11.81 11.81
490,920.83 480,820.83
252.00 252.00
71,000.00 71,000.00
5.81 5.81
823.87 62367
34.84 521.89 556.83
1,823.94 1,823.94
1.62 1.82
481512 4,815.12
1,400.00 3,435.47 4,835.47
15,263.22 15,263.22
3,916.74 3,816.74
21.763.47 21.7683.47
1.150.00 1,150.00

Paid and
Committed

S
21,527.73

685.49

13,5612.36

252.00
71,000.00

42272

4,826.01

16,181.17

14,730.80

A-10
Sheet #1

Balance
Lapsed

$ 1,000.00
857277

58.28
470.57

180.77
11.91

477,408.47

5.81

623.67
134.11

1,823.94
1.92

4,815.12
9.45

112.05
3,816.74

7,032.57
1,150.00
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Appropriations

GENERAL GOVERNMENT

BOROUGH OF WATCHUNG
CURRENT FUND

2019 APPROPRIATION RESERVES

Engineering Services and Costs:

Salaries and Wages
Other Expenses
Public Defender:
Salaries and Wages
Planning Board:
Salaries and Wages
Other Expenses
Board of Adjustment:
Salaries and Wages
Other Expenses
Electicns:
QOther Expenses

PUBLIC SAFETY

Uniform Fire Safety (P.L. 1983, Ch. 383):

Fire Official:

Salaries and Wages

Other Expenses

Fire:

Other Expenses
Police:

Salaries and Wages

Qther Expenses
Streeis and Roads:

Salaries and Wages

Other Expenses

Emergency Management:

Salaries and Wages
Other Expenses

Balance

Dec. 31, 2019 Modified

Encumbered Unencumbered Balance
5 3 68.66 3 6B8.66
1,400.00 10,351.20 11.751.20
100.00 100.00
7.25 7.25
700.00 13,856.33 14,656.33
44 .50 44 50
48 47 138.61 188.08
15.87 15.97
15,288.57 15,288.57
126.99 92.51 219.50
53,894.97 1,428.48 65,324 .45
7.204.81 7.204.81
135,451.19 20,620.98 156,072 .18
713.28 713.29
68,086.29 9,984.34 78,080.63
3,000.00 3,000.00
777.90 521042 5,988.32

$

Paid and

Committed

11,718.80

2,155.95

147.89

72.99

61,553.84

131,245.42

70,285.44

5,772.80

$

A-10

Sheet #2

Balance
L apsed

68.66
31.30

100.00

7.25
12,496.28

44 50
40.19

15.97

15,288.57
148.51

3,770.61

7,204.81
24.826.76

713.29
7,785.18

3.,000.00
215.42
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Appropriations

PUBLIC WORKS

Public Buildings and Grounds:

Other Expenses
Bulk Clean Up

HEALTH AND WELFARE

Animal Control:
Other Expenses

Sewer System:
Other Expenses

Condo Act Reimbursemeant:
Other Expensas

RECREATION AND EDUCATION

2019 APPROPRIATION RESERVES

BOROUGH OF WATCHUNG

CURRENT FUND

Recreation:

Salaries and Wages
Other Expenses
Free Public Library:
Other Expenses
Traffic and Beauiification:
Other Expenses
Environmental Commission:
Other Expenses
Historical Preservation:
Other Expenses

Balanca
Dec. 31, 2019

Encumbered Unencumbered

S 250.00 $ 4084515

2,250.00 156.69

2.858.00

20,245.98

3,719.08

401

1,42562 5,920.95

2,873.70

533.07

566.24 50.78

6,300.00 1,358.88

3

Modified
Balance

40,885.15
2,406.69

2,858.00
20,245.88

3,719.09

4.01
7.346.57

2,873.70
533.07
617.02

7.698.88

Paid and
Committed

5 86,850.04
2.250.00

4,617.89

1,397.36

81.87

566.24

A-10
Sheet #3

Balance
Lapsed

$ 34,045.11
156.69

2,859.00
15,628.09

3,719.08

4.01
5,849 .21

287370
451.20
50.78

7,698.88
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Appropriations

CODE ENFORCEMENT

State Uniform Construction Code Official:

Other Expenses
Electrical Inspector:

Salaries and Wages
Fire Sub-Code Inspector:

Salaries and Wages

UNCLASSIFIED

Natural Gas

Electricity

Water

Telephone

Street Lighting

Fire Hydrant Services

Gasoling

Salary and Wage Adjustment Account

STATUTCRY EXPENDITURES
Coniribution to:
Social Security Systerm {QAS])
DCRP
Other Operations:
Municipal Alliance Local Match:
Other Expenses

BOROUGH OF WATCHUNG
CURRENT FUND

2019 APPROPRIATION RESERVES

Balance
Dec. 31, 2019

Encumbered

2,342.69

Unencumbered

3 197.42
14.07

12.53

4,859.75
61,476.00
5,838.00
3,133.62
5,809.08
58,484.53
13,437.40
100.00

7,054.44
1,804 .14

1,500.00

$

Modified
Balance

197 .42
14.07

12.53

7,202.44
61,476.00
5,838.00
3,133.62
5,800.08
58,484.53
13,437.40
100.00

7,054 .44
1,804.14

1,600.00

Paid and

Committed

$

146.04

3,110.43

4,411.14

$

A-10
Sheet #4

Balance
Lapsed

51.38
14.07

12.53

7,202.44
61,476.00
5,838.00
23.19
5,609.08
58,484.53
9,026.26
100.00

7,054 44
1,804.14

1,500.00
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Approprations

INTERLOCAL MUNICIPAL SERVICE
AGREEMENTS

Board of Health:
Other Expenses

Sewer Interlocal Agreements:
Other Expenses

CAPITAL IMPROVEMENTS
Building and Ground Improvements

Reference

BOROUGH OF WATCHUNG
CURRENT FUND

2018 AFPROPRIATION RESERVES

Balance
Dec. 31, 2018 Modified
Encumbered Unencumbered Balance
$ 147.00 3 171.72 $ 318.72
9,269.73 9.269.73
491728 4.817.28
$ 363.222.50 $512.726.34 $ 1.275048.84
A A
Ref.
Cash Disbursements A-4
Accounts Payable A-12
Above

Paid and
Commitied

3 47.00

6,440.50

4,917.28

545991250

Below

$450,840.53

9,071.97

$459 812 50

A-10
Sheet #5

Balance
Lapsed

3 27172

2,829.23

$ 816,036.34



BOROUGH QF WATCHUNG

CURRENT FUND

DUE (FROMYTO STATE OF NEW JERSEY
PER CHAPTER 129, P.L. 1975

Balance December 31, 2019

Increased by:
Raceived Cash from State

Decreased by:

Senior Citizens' Deductions per Tax
Duplicate

Veterans' Deductions per Tax Duplicate

Senior Citizens' Deductions Allowed by
Tax Collector

Veterans' Deductions Allowed by
Tax Collector

Balance December 31, 2020

Calculation of State Share of 2020 Senior Citizens'
and Veterans' Deductions Allowed by Collegtor

Senior Citizens' Deductions per Tax Billings

Veterans' Deductions per Tax Billings

Senior Citizens' Deductions Allowed by Tax
Collector

Veterans' Deductions Allowed by Tax
Collector

Below
Below

Below

Below

Above
Above

Above

Above

A-11
$ (4,141.79)
26,250.00
22,108.21
$ 1,500.00
23,250.00
250.00
1,000.00
26,000.00
$ (3,891.79)
$ 1,500.00
23,250.00
250.00
500.00
$25,500.00
$25.500.00
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Balance December 31, 2019
Increased by

2019 Appropriations
Decreased by

Disbursements

Balance December 31, 2020

Balanhce December 31, 2019
Increased by

Receipts
Decreased by:

Applied to Current Revenue

Balance December 31, 2020

CURRENT FUND

ACCOUNTS PAYABLE

PREPAID LICENSES

+
~

|

$47 068.86

9,071.97
56,140.83

47,068.86

$ 907197

»
»

$  750.00

1,875.00

2,625.00

750.00

S 1.875.00
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BOROUGH OF WATCHUNG

CURRENT FUND

PREPAID TAXES

Ref.
Balance Degember 31, 20189 A
Increased by:
Collections A-4
Decreased by:
Applied A-7
Transferred to Tax Overpayments A-15
Cancellation of Prior Year Balance A-1
Balance December 31, 2020 A
TAX QVERPAYMENTS
Ref.
Increased by:
Transfer from Prepaid Taxes A-14
Decreased by:
Cancelled A-1
Applied A7
Balance December 31, 2020 A

>
=

|

$268,354.61

318,302.92
586,657.53

$196,734.16
14,636.11

71,620.45

282 990.72

$303,666.81

»
o

|

$ 14,636.11

$ 3,404.33

500.00

3,904.33

$§ 10731.78
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Increased by:
2020 Tax Levy

Decreased by:
Cash Disbursements

Balance December 31, 2019
Increased by,

Levy Calendar Year 2020
Decreased by:

Cash Dishursements

Balance December 31, 2020

Increased by:
2020 Tax Levy

Decreased by:
Cash Disbursements

BOROUGH OF WATCHUNG

CURRENT FUND

COUNTY TAXES PAYABLE

’I‘
48]
-

A-17

LOCAL SCHOOL DISTRICT TAX

$ 7,148,928.15

7,148,928.15

3 -

REGIONAL HIGH SCHOOL TAXES PAYABLE

re
=

$ 2.00

11,931,171.00

11,831,173.00

11,931,171.00

$ 2.00

$ 7.878,908.00

7,878,808.00
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Balance December 31, 2019
Due From

{Due To)

Increased by:
Cash Disbursements

Decreased by:
Budget Appropriation

NMunicipal Open Space Tax
Cash Receipts

Balance December 31, 2020
Due From

{Due Ta}
Balance December 31, 2019
Balance December 31, 2020

Charge to Operations

A4

A3
A-2a
A4

A Below

A

Ahove

Above

A-1

BOROUGH OF WATCHUNG

CURRENT FUND

INTERFUNDS

A9
Fedaral and Developer's Animal Other General
State Grant Assessment Escrow Cantrol Escrow Capital
Total Fund Trust Fund Fund Fund Fund Fund
$ 613438 $4,050.72 $413.40 $ 1670.28
% (76.282.20} $(71.488.74) $(4.805.484
$578,601.12 $218 50112 3 S $360,000.C0 S
2,267.52 2,267.52
363,133.26 363,133.26
139,6238.56 139,414 .58 214.00
505,029.34 2,267 52 138,414 586 363,347 26
$ 12.063.94 S 7.599.82 $4.050.72 $413.40
S (8,749.88) S5(2.267.52) S (1,677.00% 5(4.805.48)
5 B,134.38
12,063.04
8 (5.525.56)



BORCUGH OF WATCHUNG
CURRENT FUND

RESERVE FOR SEWER REPAIR EMERGENCY

A-20
Ref.

Balance December 31, 2019 A $11.792.76
Balance December 31, 2020 A $11.792.76
DUE TO STATE OF NEW JERSEY

A21
Ref.
Balance December 31, 2018 A $186,652.00
Increased by:
Cash Receipts A-4 7.871.00
24 523.00
Decreased by
Cash Disbursements A-4 21,776.00
Balance December 31, 2020 A, Below $ 2.747.00

Analysis of Balance
DCA Fees Above 3 2747.00

e ———— .




BOROUGH OF WATCHUNG
CURRENT FUND

RESERVE FOR TAX APPEALS

A-22
Ref.

Balance December 31, 2019 A $ 59,24522
Balance December 31, 2020 A $ 59,245.22
TAX SALE PREMIUMS

A-23
Ref.
Balance December 31, 2019 A $240,955.42
Increased by;
Operations A-1 38,923.76
279,879.18
Decreased by:
Disbursements A-4 $77,217.20
Transfer to Outside Liens A-25 29,661.98
106,879.18

Balance December 31, 2020 A $173,000.00



BOROUGH OF WATCHUNG
GRANT FUND

RESERVE FOR GRANTS - APPROPRIATED

Balance 2020 Budget
Dec, 31, 2018 Appropriation
Brurk Oriving Enforcement Fund $ 737.26 5
Safe and Secure Communities - 20156:
Local Share 7,000.00
Safe and Secure Communitias - 2016:
State Share 10,000.00
Local Share 57,060.00
Safe and Securc Communities - 2017
State Share 20,000.00
l.ocal Share 30,000.00
Safe and Secure Communities - 2018:
Local Share 90,000.00
Safe and Secure Communities - 2018:
State Share 50,000,00
Safe and Secure Communities - 2020
tate Share £0,000.00
Local Share 135,000.00
Alcohol Education Rehabilitation Fund - 2014 22712
Alcohel Education Rehabllitation Fund - 2815 1,885.86
Aleahol Education Rehabilitation Fund - 2616 785,681
Alcahel Education Rehabilitation Fund - 2017 1.093.78
Alechol Education Rehabilitation Fund - 2018 878.79
Alcchol Education Rehabilitation Fund - Gthar 4,021.41
Alcahot Education Rehabllitation Fund - 2018 2,000.37
Alcahol Education Rehabilitation Fund - 2020 250.06
Clean Communities 33,212.21
Clean Communitles - 2017 14,835.44
Clean Cammunities - 2018 1,165.43
Clean Communities - 2019 15,829.63
Clean Communities - 2020 14,272.06
Recycling Tonnage Grant - 2018 and 2018 2,051.35
Recyeling Tonnage Grant - 2020 11,238.24
Body Armor Replacement Fund 184.48
Body Armor Replacement Fund - 2018 §,248.00
Somersct County Yauth Services/Athletic Grants -
2016-2017 : 51213
Somerset County Youth Services/Athletic Grants -
2017-2018 908.03
Semerset County Youth Services/Athletic Grants -
2018-2019 5,050.00
Somerset County Youth Services/Athletic Grants -
2018-2020 5,000.00
Somerset County Block Grant - Historic Grant - 2019 1,0600.00
All Hazards Emergency Operating Planning Program 591.80
§372.155.70_ $220,761.36
Reference A Below
Ref.
Budget Appropriations A-3 $ 85751.36
Local Mateh A-d 135,000.00
Above _$220,761.36_

- 24
Paid or Balance
Charged Dec. 31, 2020
$ 179.00 8 558.26
7,000.00
10,0C0.00
5¥,000.00
20,000.00
30,000,00
90,000.00
60,000.00
§0,000.00
135,000.00
22712
1,885.86
785.61
1,083.78
878.79
4,021.41
2.009.37
250.05
33.212.21
367.86 14,467.58
1,165.43
15,829.63
14,272.08
125.48 1,825.89
5,423.76 5,815.48
1684.48
6,248.00
512,13
884.30 21.73
4,375.46 824,54
5,000.00
1,000.00
581.80
5292 280.45 $300.636.81
A4 A
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Increased by
Cash Receipts
Transfer from Tax Premium

Decreased by
Cash Dishursements

Increased by:
Cash Dishursements

Balance December 31, 2020:

Due From

BORCUGH OF WATCHUNG
CURRENT FUND

DUE QUTSIDE LIENHOLDERS

Ref.
A-4

A-23

A-4

INTERFUNDS

‘ZU
&

$20,20012

29,661.98

s
ra
th

|

$49,862.10

49,862.10

>
]
()]

|

Current
Fund

$ 226752

$ 226752



Balance December 31, 2016

Increased by Receipts:
Due from Current Fund
Due from General Capitat Fund
Animal Control Fees
Assessments Receiveble
Develepers' Escrow
State Unempioyment Insurance
Variocus Reserves
Animal Fees Due State of New Jersey
QOpen Space Trust
Payroll Deductions Payasle
Recreation
Affordable Housing
Law Enforcement Trust Fund
Police Outside Overtime
Prepaid Licenses

Decreased by Dishursements:
Due to Current Fung
New Jersey Envirenmental infrastructure
Trust Loan Payable:
Trusi Loan
Fund Lean
Resorve for Animal Control Trust Fund
Expenditures
Open Space Trust
Animal Fees Due State of New Jersey
Developers' Escrow
Various Reserves
Payroll Deductions Payaole
Recreation - Reserves
Afiordable Heusing
Law Enforcement Trust Fund
Poiice Outside Overtime
Due to State of New Jersey

-g Balance December 31, 2020

B-B

B-6

B-11
B-7

B-14
B-15
B-18
B-12
B-13
B-17
B-i8
B-18
B-20
B-22
B-23

B-8
B-9

B-11
B-13
B-12
B-14
B-16
B-17
B-18
B-19
B-20
B-22

BOROUGH OF WATCHUNG
TRUST FUNDS

CASH RECEIPTS AND DISBURSEMENTS
COLLECTOR - TREASURER,

Animal Control Fund

Trust Gther Fund

Assessment Trust Fungd

54,521.60

% 5 380,000.CD
1.488.00

122454 77
7.421.24
4527815
186.00
578.95
7,303,861.01
7,300.00
87.641.98
5775
552.018.01

£0.00

1.728.C0
6,248.60

214.00

4.209.75

300,000.00
171.80

174,025.20
¥6.771.82
7,308,653.77
6,305.00
18,547.75
5,190.00

484 303.68

4.361.38

$1,868.25

$ 3,196.545.75 $€80,724 .02

$ 79,085.56

1,131.80
121,062.%4
§,486,711.88 201,281.40
11,683,257.63 802,005.42
42.500.00
23.250.18
8,374.012.52 65,750.15
3 330824511 SB26,255.26

e e e e



¢l

BOROUGH OF WATCHUNG
TRUST FUNDS

ANALYSIS OF ASSESSMENT TRUST CASH AND INVESTMENTS

B-5
Receipts Disbursements
Balance Assessments Infrastructure Balance
Dec. 31, 2019 Recelvable QOther Loan Dec. 31, 2020
New Jersey Environmental
Infrastructure Trust Loan:
#98-12, 99-13, §9-14 $ 35,000.00 $ $ $ 35,000.00 S
#13-4 147,588.24 15,652.85 30,750.18 132,450.93
Other Accounts:

Current Interfund {(71,486.74) 79,086.56 7.589.82
General Capital Interfund 532,723.08 104,684.85 1,131.90 638,549.84
Fund Balance 46,899.43 715.24 A7 614.67

$690.724.02 $121.062 94 $80.218.46 $ 65,750,116 $826.255.26

Reference B B-7 B4 Below B
Ref.
New Jersey Environmental
Infrastructure Trust Loan
Payable:
Trust Loan B-8 $ 42 ,500.00
Fund Loan B-9 23,250.16
Above _$ 65750.16



¥

Balance December 31, 2018:

Due From
(Due To)

Increased by:
Cash Receipts

Decreased by:
Cash Disbursements
Open Space Trust

Balance December 31, 2020:;

{(Due To)

B-4

B-4
B-13

BOROUGH OF WATCHUNG

TRUST FUNDS
INTERFUNDS
B6
Trust Animal
Other Funds Assessment Trust Fund Control Fund
Current General Current Current
Total Fund Capital Fund Fund Fund
$ 71,486.74 $71486.74
$ {1,190,613.08) $ (5,720.98) $(1,184,478.70) $  (413.40)
360,000.00 360,000.00
360,000.0C 360,000.00
80,432.46 214.00 1,131.90 79,086.56
363,133.26 363,133.26
443 56572 363,347.26 1,131.90 79,086.56 -
$ {1.185.997.54) $ (237372 $(1.185.610.60) $ (7.599.82) $ (413.40)




vi

Qrdinance
Mumber

88-20

98-12,98.13,

98-14

03-03/06-27,
03-04/06 .28

06-29

08-05

13-4

1323

Purpose

Constuction of Sanitary Scwer - Various
Rouds

Instailation of Sanitary Sewer and Public
Water

Carey Laneg, Crehard Road, O1d Somerset
Road. Faton Road, Sunkright Road and
Valley Roud

SkylinefJohnson Sanitary Sewer System

Sanlary Sewer Extension Valley Road

Johnstonfvalley

Lakeview/Cedar Curbing

BOROUGH OF WATCHUNG

ASSESSMEN [§ RECEIVABLE

TRUST FUNDS

Confirmation

L}
2,
%

|

6-28-01

9-14-06

5-28-09

1-13-11

81811

2-18-15

8-21-14

e
bristallments Dates
10 B-Z28-11
20 11-14-20/25
20 5-28-20/28
20 3-14-20/32
20 10-18. 20432
10 4-01-20/25
Various 4-D01-20/24
Reference

Cash Receijved

BE7
Balance Pizdged To
Chue ta
Balance Balance Infrastrusciure General
Dcc. 31, 2019 Coliccted Bec. 31, 2020 lL.oan Capital Mund Reserve
k1 724111 & L 7241 3 S 724111 k3
1189,379.04 28612.03 a0 767.01 &7,190.81 357620
25758587 2000214 237 58373 23758373
181,813.52 26,096.04 155,717.48 155,717.48
3773350 16,615.88 2111762 21,11/.682
308,222.50 15,652.85 292,569 65 281,360.81 11,208 84
52 784,01 14,084.00 38.210.01 38,210.01
$ 954,769.55 $ 12106294 § 843,206 61 5 281.360.81 $_547.060.76 $ 1478504
B Below B B B B
Ref.
B-4.5Above _§ 121,062.94



¥

Ordinance

Number

99-12,
99-13,
938-14

13-4

NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST LOAN PAYABLE

BOROUGH OF WATCHUNG

TRUST FUNDS

TRUST LOAN

Loan Maturities

Outstanding
Original Issue Cec. 31, 2020
Date Amount Date Amount
11-09-00 $ 455 000.00 08-01-20 $35,000.00
05-21-14 150,000.00 08-01-20/24 7,500.00
08-01-25/26 7,500.00
08-01-27131 10.000.00
08-01-32 10,000.00
08-01-33

10,000.00

B-g
Interest Balance Balance
Rate Dec. 31, 2019 Decrease Dec. 31. 2020
525 % $ 35,000.00 $35,000.00 $
5.000
3.000
3.000
3.125
3.250 122.500.00 7,500.00 115,000.00
$157.500.00 $42.500.00 $115,000.00
Reference B B-4 B



9/

Ordinance
Number

13-4

*Interest Free

BORQUGH OF WATCHUNG

TRUST FUNDS

NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST LOAN PAYABLE

FUND LOAN

Criginal Issue

5-21-14

Amount

$457,253.31

Loan Maturtties
Qutstanding

Dec. 31, 2020
Date Amount
02-01-2021 5 7.750.05
08-01-2021 15,500,114
02-01-2022 7. 750.05
08-01-2022 15,500.11
02-01-2023 7,750.05
08-01-2023 15,500 11
02-01-2024 7,750.05
08-01-2024 15,500.11
02-01-2025 7.750.05
08-01-2025 15,500,114
02-01-2026 7,750.05
08-01-2028 15,500.11
02-01-2027 7,750.05
08-01-2027 15,500.11
02-01-2028 7.750.05
08-01-2028 15,500.11
02-01-2029 7.750.05
08-01-2029 15,500.11
{02-01-2030 7,750.05
08-01-2030 15,500.11
02-01-2031 7.750.05
08-01-2031 15,500.11
02-(1-2032 7.760.05
08-01-2032 15,500.11
02-01-2033 7,750.05
58-01-2033 12,098.77

Interest
Rate

Refercnce

Balance

Dec. 31. 2018

$322,101.80

£}

B-&
Decrease
Budget Balance
Apprgpriation Rec. 31, 2020
$23,250.16 $25R8.851.74
B4 B



Ordinance

Number

98-12,
88-13,
98-14

13-4

BOROQUGH OF WATCHUNG

TRUST FUNDS

RESERVE FOR ASSESSMENTS

Improvement Description

Instaltation of Sanitary Sewar and Public Water

JohnstonfVatley

Reference

Balance
Dec. 31,2018

$ 4,291.44
11,208.84
$15,500.28

B

B-10
Batance
Collections Dec, 31, 2020
$715.24 $ 3,576.20
11,208.84
$715.24 $14.785.04
B-1 B

77



TOWNSHIP OF WATCHUNG
TRUST FUNDS

RESERVE FOR ANIMAL CONTROL FUND EXPENDITURES

-1
Ref,
Balance December 31, 2019 B $4,108.20
Increased by
Collections:
Dog License Fees Collected $1,404.00
Dog license Late Fees Collected 40.00
Cat License Fees Collected 30.00
Overpayment Collected 14.00
B-4 1,488.00
5,596.20
Decreased by:
Expenditures Under N.J.S. 40A:4-39 B-4 4,209.75
Balance December 31, 2020 B $1.386.45
License Fees Collected
Year Amount
2018 $1,859.20
2019 1,760.20
_$3.609.40

78



BORQUGH OF WATCHUNG
TRUST FUNDS

ANIMAL CONTROL TRUST
RESERVE FOR ANIMAL FEES DUE STATE OF NEW JERSEY

Ref.
Increased by:
Cash Receipts B-4
Decreased by
Cash Dishursements B-4
Balance December 31, 2020 B

ws]
L
N

79



Batanhce December 31, 2018

increased by.
Levy and Added
interest

Decreased by:
Disbursements - Current Anticipated
Revenueg

Balance December 31, 2020

BEOROUGH OF WATCHUNG
TRUST FUNDS

RESERVE FOR OPEN SPACE TRUST

Ref.

B-4

$363,133.28
678.96

N
&

$ 3731577

363,812.22
401,127.89

300,000.00

$101,127.99

80



Balance December 31, 2019
Increased by.

Receipts
Interest on Deposit

Decreased by:
Disbursements

Balance December 31, 2020

BOROQUGH OF WATCHUNG
TRUST FUNDS

RESERVE FOR DEVELOPERS' DEPQSITS

Balance December 31, 2019

Increased by:
Receipts:
Payrell Deductions
Interest on Deposits

B-14
Ref.
B S 882,388.43
5117,390.28
5,084.48
B-4 122,484.77
1,004,843.20
B-4 174,026.20
B $ 830,817.00
RESERVE FOR STATE UNEMPLOYMENT COMPENSATION INSURANCE FUND
B-15
Ref.
B 3 08,755,66
$ 682748
493.78
B-4 7,421.24
B 3 104176.90

Balance December 31, 2020

81



Account

Donations and Gifts

POAA

Due to State of N.J. - Marriage
Licenses

Fire Safety Penalties

Fire Department Penalties

Sidewalk Fund

Public Defender

Tree Fund

Ness Property Clean Up

Accumulated Sick and Vacation

Reference

BOROUGH OF WATCHUNG
TRUST FUNDS

RESERVE FOR EXPENDITURES

Balance
Dec. 31, 2019 Increase
$ 37.030.80 % 3,759.05
1,086.85 2.00
150.00 475.00
60,050.64 7.014.00
2,250.00
53,071.40
17.818.42 3,090.00
5,050.00 29,400.00
313.470.10 1,538.11
78,203.19
$567.990.60 $45278.18
B B-4

B-186
Balance
Decrease Dec. 31, 2020
S 2,877.15 $ 37,912.80
1,088,685
525.00 100.00
67,073.64
2,250.00
53,071.40
6,350.00 14,358.42
34,450.00
315,008.21
67,018.77 11,183.42
576,771.92 $536,496.84
B-4 B

82



BOROUGH OF WATCHUNG
TRUST FUNDS

TRUST OTHER FUNDS
PAYROLL DEDUCTIONS PAYABLE

Ref.
Balance December 31, 2019 B
Increased by:
Employee Payroll Deductions B-4
Decreased by:
Cash Dishursements B-4

$

4,792.76

7,303,861.01

7,308,653.77

7,308,663.77

$

83



Balance Decamber 31, 2019
Increased by

Cash Receipts

Decreased by.
Cash Disbursementis

Ralance December 31, 2020

Balance December 31, 2019

Increased by,
Cash Receipts
Interest on Deposits

Decreased by
Cisbursements

Balance December 31, 2020

BOROUGH OF WATCHUNG

TRUST FUNDS

RECREATICN
RESERVE FOR EXPENDITURES

AFFORDABLE HOUSING
RESERVE FOR EXPENDITURES

Ref.
B
$ 81,550.00
__ 609198
B-4
B-4
B

o]
L
o

S 7,250.72

7,300.00

14,550.72

6,305.00

S 8245.72

$1,386,853.20

87,641.08

1,474,495.18

18,547.75

$1.455,947.43

84



BOROUGH OF WATCHUNG
TRUST FUNDS

LAW ENFORCEMENT TRUST FUND
RESERVE FOR EXPENDITURES

B-20
Ref.
Balance Decamber 31, 2019 B $11,138.10
Increased by:
Cash Receipts B-4 57.75
11,195.85
Decreased by:

Dishursements B-4 5,190.00
Balance December 31, 2020 B $ 6005.85
LAW ENFORCEMENT TRUST FUND - FEDERAL
RESERVE FOR EXPENDITURES

B-21
Ref,
Balance December 31, 2019 B $ 2,297.53

Balance December 31, 2020 B § 2,297.53



Balance December 31, 2019
Increased by:

Cash Receipts
Decreased by:

Cash Disbursements

Balance December 31, 2020

Increased by:
Cash Receipts

Balance December 31, 2020

BOROUGH OF WATCHUNG
TRUST FUNDS

POLIGE OUTSIDE OVERTIME

Ref.

PREPAID LICENSES

&
R
N

|

$194,042.00

552,018.01

746,060.01

484,303.88

$261,756.13

&
8]
[#%]

$ 60.00

5 60.00

86



Balance December 31, 2019

Increased by Receipts:
Deferred Charges - Unfunded
State Aid Receivable
Capitat improvement Fund

Becreased by Expenditures:
Payment of Debt Service
Bond Anticipation Notes Payable
Improvement Authorizations

Balance December 31, 2020

BOROUGH OF WATCHUNG
GENERAL CAPITAL FUND

CASH RECEIPTS AND DISBURSEMENTS

COLLECTOR - TREASURER

Ref.

$

76,900.00
241,500.00
310,000.00

4(,800.00
75,850.00
1,436,535.47

$2,001.041.79

628,400.00

2,719,441.79

1.5563,385.47

$1.166,056.32

87
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Ordinance
Number

01-10/02-28
04-10
0513
08-16
08-17
07-18
08-18
0e-02
d8-13
12-05
1308

13-11
14-17
15-3
15-11
16-04
16-07
16-10
17-02
18-12
18-14
18-15
18-14
18-15

Dascription

Fund Balance
Capital improvement Fund
State Ald Receivable
Resarve for Grant Receivable
Interfunds
Reserve fcr Capital Projects
Reserve for Payment of Debt Service
Bond Anticipation Motes
Improvement Autharizations:
Warious Capital Improvements
Various Pultlic improvements
Acquisition of Fire Truck
Warious improvements and Equipment
Vearious Public Improvements
Various Improvements and Equipment
Acquisition of Fire and Recreation Equipment
Recaonstruction of Bayberry and Johnston
Various Public Improvements
Affordable Housing Services
Acquisition and Installation of Radio
Equipment
Faolice and Firg Equipment
Various Public Improvemenis
Road Resurfacing Program
Vearious Public Improvements
Varous Public Improvements
Various Public Improvements
Acquisition of Fire Truck
Various Public Improvemeits
Yarious Public lmprovements and Equipment
Installation of Electronic Sign
Various Public Improverments and Equipment
Various Property improvements
Various Public Improvements and Equipment

Reference

BOROUGH OF WATCHUNG

ANALYSIS OF CAPITAL CASH AND INVESTMENTS

c-3
Balance Transfars Baiance
Dec. 31, 2018 Receipts Disbursements From Ta Dec. 31, 2020
S 17282231 s 3 3 S 1,131.890 $  173,854.21
419,666.72 310,000.00 72886672
(524 855.22) 241,50G0.00 (283,355.22)
50,000.00 5G,G00.00
(1,185,284.16) 1,131.90 {1,190,415.06)
2794200 27,542.00
45,849 05 44,500.00 4,948.05
75,850.00 75,850.00
452 955,38 52,556.88 400,00C.00
29,363.00 28,3683.C0
50,000.00 50,0C0.00
49 860,26 49 860.26
5,881.25 5,891.25
60,000.00 &0,000.00
60.000.00 60,000.00
114,947 37 105.407.32 5,540.05
111,210.75 60,000.00 5121075
66,150.72 65,150.72
1,177.32 1,177.32
931.68 160.01 77187
38,138.81 35,908.56 2.230.25
131,183.43 111,427 .00 18,736.43
104,458.41 51,800.00 52,658.41
36,108.38 30,000.00 27 78544 30,000.00 8,320.94
103,243.60 30,000.00 50,000.00 30,000.00 53.243.60
44,000.00 44 000.00
96 2786.73 15,000.0G A4 520.00 15,000.00 51,756.73
22 55524 (7,687.63) 30,242.87
2,292.84 2,392 84
847,554,504 9G0.00 235,000.11 450.06 513,004.43
46,500.00 3,820.00 42,280.00
613,821 58 1,000.00 391,886.27 50G0.00 222 53531
$ 2.091,041.79 3 528.400.00 S 1.553,385.47 § 77.081.80 $ 77,.081.60 $ 1,166,056.32
c c2 c2 Contra Cornira e



Balance December 31, 2019;

Due (To)/From

tncreased by:
Unconfirmed Assessment

Batance December 31, 2020:

Due (To)/From

BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

INTERFUNDS

Ref.

C-15

Total

$1,189,284.16

1,131.80

$1,190.418.08

C-4
Assessment Current
Trust Fund _Fund_
$1,184,478.70 $4,805.46
1,131.90
$1.185610.60 $4.805.48

89



BOROQUGH OF WATCHUNG
GENERAL CAPITAL FUND

DEFERRED CHARGES TO FUTURE TAXATION - FUNDED

Ref.
Balance December 31, 2019 C $15218,073.96
Decreased by.
Serial Bonds C-10 $ 1,345,000.00
NJEIT Trust Loan C-11 44 231.73
NJEIT Fund Loan C-12 33,514.86
Green Trust Lean C-13 38,796.65

1,461,543.24

Balance December 31, 2020 _ C $13,756.630.72




L6

Ordinance

Number

16-04

16-Q7

17-02

17-08

18-12

18-15

18-15

DEFERRED CHARGES TO FUTURE TAXATION - UNFUNDED

BOROUGH OF WATCHUNG

GENERAL CAPITAL FUND

improvement Description

Various Capital Improvements
Various Capital Improvements
Various Capital Improvements
Road Resurfacing Program

Various Public improvements
Various Public Improvemenis

Variaus Public Improvements

Reference

Cash Receipts

Balance
Dec. 31, 2018

$ 475,700.00
470,000.00
478,300.00
228,000.00
870,000.00

1,283,450.00

1,245 500.00

$5,151,850.00

C

Ref.

C-2 Above

Decrease
$30,000.00
30,000.00

15,000.00

900.00

1,000.00

576.900.00

Below

$76.900.00

Balance
Dec. 31,2020

S 446,700.00
440,000.00
463,300.00
228,000.00
§70,000.00

1,282,550.00

1,244 500.00

5

Analysis
of Balance

Bond

Anticipation

Notes

$ 446700.00

440,000.00
463,300.00
223,000.00
970,000.00
1,262,550.00

1,244,500.00

$5.075,050.00

$5.075,050.00

c

C-1



BOROUGH OF WATCHUNG
GENERAL CAPITAL FUND

CAPITAL IMPROVEMENT FUND

c-7
Ref.
Balance December 31, 2019 c 5419,868.72
Increased by:
Budget Appropriations C-2 310,000.00
Balance December 31, 2020 C $720.866.72

92



Seneral Improvoments
Varicus Capital Imgrovemenis
Waricus Public Improvements
Aequisition of Fine Truck
Varous Equipment and improvernents
Wanous Pubis Improvemenis
YVarous Equipment and Imarovemenis
Asguisition of Fire and Recreaton Eaiipment
Reconstiruon of Baybemy and Johinston
Varous Public morovements
Affordeble Housing Services
Agguisiion and Insizliation of Radio Equipmant
Police and Fire Cquipment
Warous Public mprovernents
Road Resurfasing Prugram
Vurous Public Improvements
Varous Pubiic Imgrovements
Varigus Public improvemeants
Agquisition of Fire Tnuck
wWarinus Public Improvemants
Warous Poblc Improvements and Equipment
Installation of Flectronic Sign
Vanous Publin Improvemants and Equipment
Varous Prapaniy Improvements

Wargus Fublic Irmprovemesnts

£6

GEMZREAL CAPTTAL FLIND

Ordinance
01-10/82-2% A6 5 5,378 T750.00
04-10 B/12A04 875,500.00
05-13 92205 50,000.00
UE-16 BE20E 116,500.00
0e-17 622106 1,183,000.00
o716 BT 133,000.00
2318 &/14/08 75.500.00
G9-02 22809 1.580,000.00
19-13 /20/09 ZH4.500.00
1205 51002 7000000
1309 783 §0,000.00
1317 911213 62,500.00
1417 SITBM4 1,05C,000.00
183 40215 7.150,03C.00
15-11 140815 512.000.00
16-04 4/21/16 TO8,400.00
16-07 8618 540,005.00
1615 G156 A4 00000
17-02 2MBMT T45,000.00
1812 60718 1,570,000.00
18-14 21618 25,0408
18-13 1070418 1,357,000.00
18- a0,000.00
1815 1,653,000.00

Refarencs

IMPROVERENT AUTHIGRIZATIONS

o]
Balance Balance
Dec. 31,2019 Dador Dac. 31, 2020
Funded Linfunded Charged Funded Unfunded
5§ 452,955.88 5 3 52,506.88 § 4C0,02C.00 §
#9,383.00 29.363.00
5C,000.00 a0,000.00
4% 86026 49,860.26
5.891.25 5,A881.25
§0,000.00 B0,000.00
60,000.C0 60,000.00
114,947.37 10945732 £,510.03
111,210.75 60,000,007 51,210.75
66,1530.72 £, 150.72
1.4¥r32 117732
Y31.98 160.01 771.97
38,128.81 35.808.56 223025
131,163,243 111,427.00 15, 736.43
10445047 51,800.00 57.658.4%
36,106.23 FF TR 44 8,370.94
103,.243.60 50,000.00 53,243.60
44.,600.00 A44,00C.00
9627653 44 52000 51,756.73
2255524 [7.587.63) 30,242 87
2,292.84 2,292 84
348,004.54 233,000,171 613,004.43
A6,500.00 3.820.00 42,880.00
614,421 58 381,886.27 222 535,31
$ 1,368.042.02 5172080807 $ 1.436.435.47 % 574071174 $ §7¢.103.88
< c c2 c c



Balance December 31, 2019

Decreased by:
Cash Receipts

Balance December 31, 2020

Analysis of Balance

Cescription

DOT
DOT
DoT

BCROUGH OF WATCHUNG

GENERAL CAPITAL FUND

STATE AID RECEVABLE

Ref,
C
c-2
C.Below
Ordinance
Number
2019-15
2012-09
2008-16
Above

o

]

$524,855,22

241,500.00

$283,355.22

Amount
$ 80,500.00

152,865 22
50,000.00

$283 385,22
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Purpose

General Improvement

Refunding Bonds

EQROUGH OF WATCHUNG

GENERAL CAPITAL FUND

SERIAL BONDS PAYABLE

Loan Maturities

OQutstanding
Original Issue Dec. 31, 2020
Date Amount Date Amount
02/15/2016 $ 8,170,000.00 021152021 5 450,600.00
0242512022 475,000.00
02/15/2023 420,000.00
0211542024 510,000.00
02115/2025 535,000.00
02/15/2026 565,000.00
021542027 585,000.00
D2/15/2028 630,000.00
02/15/2029 630,000.00
02/15/2030-32 £30,000.00
037222017 8,070,000.00 08/15/2021 $05,000.00
08/15/2022 $00,000.00
08/15/2023 895,000.00
0811512024 880,000.00
08/15/2025 880,000.00
08152026 875,000.00
08/15/2027 870,000.00

Interest
Rate

1.500%
2.000%
2.000%
2.000%
2.000%
2.000%
2.000%
2.000%
2.250%
3.000%

4.000%
4.000%
4.000%
4.000%
4.000%
4.000%
4.000%

Reference

Balance

Jec. 31, 2018

$ 7.175,000.00

7,135,000.00

Decrease

$ 42500000

§20,000.00

X
=

|

Balance
Dec. 31, 2020

e s

$ 6,750,000.00

£.215,000.00

$ 14,310.000.00

$ 1.345,000.00

S 12,965,000.00

c

&5

c



Purpose

New Jersey Environmental

Infrastructure Trust 2000

New Jersey Environmental

Infrastructure Trust 20018

New Jfersey Environmental

96

Infrastructure Trust 2014A

BOROUGH OF WATGHUNG

GENERAL CAPITAL FUND

NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE TRUST | QANS PAYABLE

L.oan Maturities

Outstanding
Original Issue Dec. 31, 2020 interest
Date Amount Date Amount Raie
11/08/2000 $ 457,500.00 08/01/20 $26731.73 5.250%
11/08/2001 230,000.00 08/01/20 10,000.00 5.000%
02/01/21 5,000.00 5.000%
05/21/2014 150,000.00 08/01/20-24 7.,500.00 5.000%
08/01/25-26 7,500.00 3.000%
08/01/27-31 10,000.00 3.000%
08101432 10,000.00 3.125%
08/01433 10,600.00 3.250%
Reference

C-11
Balance Balance
Dec_ 31, 2019 Decrease Dec. 31, 2020
$ 26,73173 % 26,731.73 $
15,000.00 10,000.00 5,000.00
122,500.00 7,500.00 115,000.00
S 164,231.73 $44.231.73 $ 120.000.00
< CE o}
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Purpose

New Jersey Environmental
Infrastruciure Trust 20018

New Jersey Environmental
Infrastructure Trust 2014A

*Interest Free.

BORQUGH OF WATGHUNG
GENERAL CAPITAL FUND

NEW JERSEY ENVIRONMENTAL INFRASTRUCTURE FUND LOANS PAYABLE

G2
Loan Maturities
Outstanding
Original Issue Dec. 31, 2020 Interest Balance Balance
Date Amount Date Amaount _Raie Dec. 31. 2019 Decrease Dac, 31, 2020
11/08/2001 $ 228,237.00 0B/01/20 $ 10,264 68 *
0B/01/21 9,787 44 $ 20,052.12 $ 10,264.68 $ 978744
05/21/2014 457,253.69 2020-2032 23,250.18 *
2033 19,849.83 322 102.04 23,250.18 298.851.86
S 342 154.16 § 33.514.86 % 308,639.30
Reference [ C-5 [




86

BOROUGH. OF WATCHUNG
GENERAL CAPITAL FUND

NEW JERSEY GREEN TRUST LOANS PAYABLE

c-13
l.can Maturities
Outstanding
Original Issug Dec. 31, 2020 Interest Balance Balance

Purpose Date Amount Date Amount _Rate Dec. 31. 2019 Decrease Dec. 31, 2020
Best Lake Dam Restoration $750,000.00 2021 $398,576.46 2.000%
2022 40,371.95 2.000%
2023 41,183.43 2.000%
2024 42,011.21 2.000%
2025 42 B55.63 2.000%
2026 43.717.04 2.000%
2027 44 59575 2.000%
2028 4549213 2.000%

2029 23,087.82 2.000% $401.688.07 $38.706.65 5362 891.42

Reference C o c
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Ordinance
Number

16-04
16-07
17-02
17-08
18-12
18-15
19-15

Original
Date
of [ssue

11/01/2018
11/01/2018
11/01/2018
110172018
11/01/2018
11/01/2018
11/01/2019

Date of
Issue

10/29/2020
10/29/2020
10/29/2020
10/29/2020
10/26/2020
10/29/2020
10/29/2020

Date of

10/28/2021
10/28/2021
10/28/2021
1002872021
10/28/2021
10/28/2021
10/28/2021

BOROQUGH OF WATCHUNG

GENERAL GAPITAL FUND

OND ANTICIPATION NOTES PAYABLE

[nterest
Rate

0.40%
0.40%
0.40%
0.40%
0.40%
0.40%
0.40%

Reference

Balance
Dec. 31, 2018

S 478,700.00
470,060.00
478,300.00
228,000.00
870,000.00

1,283,000.00
1.245,000.00

Increased
By

S 446,700.00
440,000.00
463,300.06
228,000.00
970,000.00

1,282.550.00
1,244.500.00

$5.151.000.00

$5.075.050.00

c

c-5

C-14
Decreased Balance

By Dec. 31, 2020
$36,000.00 5 445,700.00
30,000.00 440.000.00
15,000.00 463 300.00
228,000.00
§70,000.00
450.0¢ 1,282,550.00
500.00 1,244 500.00
575.9850.00 $5,075.050.00

c-Z2 C




Balance December 31, 2019

Decreased by:

interfund - Due from Assessment Fund

Balahce December 31, 2020

Balance December 31, 2019

Balance December 31, 2020

Batance December 31, 2018

Batance December 31, 2020

BOROUGH OF WATCHUNG
GENERAL CAPITAL FUND

UNCONFIRMED ASSESSMENT RECEIVABLE

RESERVE FOR GRANT RECEIVABLE

Ref.

RESERVE FOR CAPITAL PROJECTS

] O|:c|

$18,242.30

1,131.80

$18,110.40

0
L
o)

|

$50,000.00

$50,000.00

%
-

$27,942.00

$27,642.00

100



BOROUGH OF WATCHUNG
GENERAL CAPITAL FUND

RESERVE FOR PAYMENT OF DEBT SERVICE

€18
Ref.
Balance December 31, 2019 C 545,849.05
Decreased by,

Payment C-2 40,900.00
Balance December 31, 2020 C $ 4,849.05
RESERVE FOR UNCONFIRMED ASSESSMENTS RECEIVABLE

C-19
Ref.
Balance December 31, 2019 C $19,242.30
Decreased by
Interfund - Due from Assessment Trust C-1 1,131.80

Balance December 31, 2020 C 518.110.40

101



BOROUGH OF WATCHUNG
GENERAL CAPITAL FUND

BONDS AND NOTES AUTHORIZEDR BUT NOT ISSUED

C-20
Ordinance Balance
_Number__ Dec. 31, 2018 Decrease
Various Public Improvements and Equipment 18-15 $450.00 $450.00
Various Public Improvements 19-15 500.00 500.00
3950.00 $950.00
Reference C C-14

|
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PART Il

INDEPENDENT AUDITOR’S REPORT ON INTERNAL
CONTROL OVER FINANCIAL REPORTING

ROSTER OF OFFICIALS
GENERAL COMMENTS, FINDINGS AND RECOMMENDATIONS

YEAR ENDED DECEMBER 31, 2020
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SAMUKL BLeIN AND COoMPANY, LT
CERTIFIED PUEBLIC ACCOLUNTANTS

50 Broan Seiuwr, 110w oo A Wust datw Serwr, Surrn 508
Nuwanrw, N.,J, 07102-990G9 Frrpnon, NJ, 07728-2201
PrioxNy (970 6G24-6100 Prioxg (732) 780-2000

Flax ($73) 6246101 Fax (732} 780- 1030

INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL GVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Honorable Mayor and Members
of the Barough Council

Borough of Watchung

Watchung, New Jersey 07069

We have audited the financial statements - regulatory basis of the varicus funds of the Borough of Watchung,
in the County of Somerset, as of and for the years ended December 31, 2020 and 2019, and the related notes
to the financial statements - regulatory basis and have issued our report theregon dated August 30, 2021.
These financial statements - regulatory basis have been prepared in cenfarmity with accounting principles
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New
Jersey, which is a basis aof accounting other than accounting principles generally accepted in the United
States of America. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America, audit requirements prescribed by the Division of Local Government Services,
Department of Community Affairs, State of New Jersey, and the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements - regulatory basis, we considered the
Borough's internat control over financial reporting (internal control} as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our cpinions on the financial
statements - regulatory basis, but not for the purpose of expressing an opinion on the effectiveness of the
Borough's internal control. Accordingly, we do not express an opinion on the effectiveness of the Borough's
internal control.

A deficiency in intarnal controf exists when the design or operation of a centrol does not allow management or
employees, in the narmal course of performing their assigned funciions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in
internal control such that there is a reasonable possibility that a material misstatement of the Borough's
financial statements - regulatory basis will not be prevented, or detected and corrected, on a timely basis. A
significant deficiency is a deficiency, or a combination of deficienciss, in internal control that is less severe
than a material weakness, yet important encugh to merit attention by those charged with governance.

QOur consideration of the internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal contrel that might be material weaknesses
or significant deficiancies. Given these limitations, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

MEMBERS AMERICAN IN&*ITUTE oF CERTIFIED PUB_i¢ ACCOUNTANTS
www sarnuelkletn-cpa-rma.com

104



Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Borough's financial statements - regulatory
basis are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the financial statements. However, providing an opinion en compliance with those provisions was
not an objective of our audit, and, accordingly, we do not express such an opinion. The results of our tests
disclased no instances of noncompliance or other matters that are required to be reported under Government
Auditing Standards., However, we noted certain matters that we reported to management in the comments
and recommendations section of this report.

Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and compliance and
the result of that testing, and not to provide an opinion on the effectivenass of the Borough'’s internal control or

on compliance, This report is an integral part of an audit performed in gccordance with Government Auditing
Standards in considering the Berough's internal control and compliance. Accordingly, this communication is

not suitable for any other purpose.

SAMUEL KLEIN AND COMPANY, LILP
CERTIFIED PUBLIC ACCCUNTANTS

Qndies R, faotedy

ANDREW R. PASCALE, CPA, RMA

Newark, New Jersey
August 30, 2021
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OFFICIALS IN OFFICE AND SURETY BONDS

The following officials were in office during the period under review:

Name

Keith Balla

Wendy Robinson
Stephen L. Black

Ronald Jubin

Lindsay Goodloe

Pietroc Martinc

Baryl Eisenberg-Knegten
James Damato

Michelle DeRocco

Edith Gil

William J. Hance

Denis Murphy
Edward Kerwin
Jodi Mack
Brian Levine
Joseph Cina
William Kelly
Bruce Koch
Robert LaCosta
Robert Burns

Chartes Gunther

*Alt officials and employees handling and collecting Borough funds are covered by the Borough's insurance

Title
Mayor
Councit Member, President of Councl]
Councit Member
Council Member
Councit Member
Councit Member
Cotncit Member
Administrator
Municipal Clerk, Deputy Registrar to May 31, 2020
Municipat Clerk from June 8, 220
Chief Financial Cfficer, Treasurer,
Purchasing Agent
Tax Collector
Attorney
Tax Assessor
Court Administrator
Municipal Court Judge
Police Chief to September 30, 2020
Palice Chief from Cctober 1, 2020
Engineer
Construction Code/Zoning Official

Public Works Manager to February 29, 2020

‘Public Works Manager from March 1, 2020

policy and blanket bond through the Municipal Excess Liability Joint Insurance Fund.

Amount
of Bond
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GENERAL COMMENTS AND FINDINGS

Contracts ahd Agreements Required to be Adverfised for (N.J.S. 40A:11-4)}

N.J.S.A. 40A:11-4a states "Every contract awarded by the contracting agent for the provision or performance
of any goods or services, the cost of which in the aggregate exceeds the bid threshold, shall be awarded only
by resolution of the governing body of the contracting unit to the lowest responsible bidder after public
advertising for bids and bidding therefore, except as is provided otherwise in this act or specifically by any
other law. The governing body of a contracting unit may, by resolution approved by a majority of the
governing bady, disqualify a bidder who would othenwise be determined to be the lowest responsible bidder, if
the governing body finds that it has had prior negative experience with the bidder.”

It is pointed out that the Beorough Council has the responsibility of determining whether the expenditures in
any category will exceed the threshold set for the fiscal year and, where question arises as to whether any
contract or agreement might result in violation of the statute, the opinion of the Borough Attorney should be
sought before a commitment is made.

The statutory bidding threshold effective July 1, 2020 was the sum of $44,000.00.

Notwithstanding N.J.5.A. 40:11-3a, P.L. 2005, Chapter 81 and N.J.8.A. 19:44A-20.5 known as the "Pay to
Play Law” provides that a municipality is prohibited from executing any contract in excess of $17,500.00, on
or after January 1, 2006, to a business entity that made certain reportable contributions to any municipat
committee of a political party if a member of that party is in office as a member of the governing body of the
municipality when the contract is awarded unless proposals or qualifications are solicited through a fair and
open process.

Ths minutes indicate that bids were requested by public advertising.
Inasmuch as the system of records did not provide for an accumulation of payments for categories of
materials and supplies or related werk or labor, the results of such an accumulation could not reascnably be

ascertained. Dishursements were reviewed, however, to determine whether any clear-cut violations existed.

The minutes indicate that proposals were solicited for "Professional Services” in accordance with N.J.S.A.
18:44:20.5.

It is also noted that certain contracts were awarded under the provisions of N.J.S.A. 40A:11-12, New Jersey
State purchasing contracts.

Purchases, Contracts or Agreements Nof Reguired to be Advertised (N.J. 8. 40A:11-6.1)

N.LS. 40A:11-6.1 states "Except contracts which regquire the performance of professional services, all
contracts or agreements which do not require public advertising for bids and the estimated cost ar price
exceeds $6,600.00, at least two guotations as to the cost of price are required. Quotations, whenever
practicable, shall be solicited by the contracting agent, and the contract or agreement shall be made with and
awarded 1o the lowest responsible bidder.” The Borough has adopted a policy of reguesting quotes for all
expenditures in excess of $2,500.00,

Collection of Interest on Delinquent Taxes

N.J.8. 54:4-67, as amended, provides the method for authorizing interest and the maximum rate to be
charged for the nonpayment of taxes of assessments on or before the date when they would become
delinguent.
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The Governing Body adopted the following resolution authorizing interest to be charged on delinquent taxes:

BE {T RESOLVED by the Council of the Borough of Watchung that the interest rate on delinquent
taxes be fixed as follows:

8% per annum up to $1,500.00 delinquency
18% per annum over $1,500.00 delinquency
6% additional penalty for a dslinquency over $10,000.00 if not paid prior to the end
of the calendar year
Any taxes not paid when due shall be called delinguent taxes ten days after the due dale.

Tests of the Tax Collector's records indicate that interest was collected in accordance with the provisions of
the foregoing resolution.

The last tax sale was held on November 13, 2020 and was complete.

Payroll Account

The propriety of deductions from employse salaries for pensicns, Social Security, withholding tax and other
purposes from employee payrolls were not verified as part of this audit,

Corrective Action Plan

tn accordance with regulations promulgated by the Division of Local Government Services, all municipalities
are required to prepare and submit to the Bivision of Local Government Services a Carrective Action Plan
with regard to audit deficiencies. This plan must be approved by formal resolution of the Governing Body and
submitted within 80 days from the date the audit is received.

Status of Prior Years' Audit Recommendations

A review was performed on all prior years' recommendations and corrective action was taken on all with the
exception of those recommendations marked with an asterisk.

Miscellaneous

A report summarizing collections of Dog License Fees and remittances of State Registration Fees has been
prepared and filed with the New Jersey Department of Health and the Division of Local Government Services.

Revenue and receipts were estahlished and verified as to source and amount only insofar as the local records
permitted.

In verifying expenditures, computations were tested cn claims approved and paid. No attempt was made in
this connection to establish proof of rendition, character or exient of services, nor quantities, naturse, propriety
of prices or receipt of materials, these elements being left necessarily to internal review in connection with
approval of claims,

The Uniform Censtruction Code Enforcement Fee Report has heen prepared and filed with the New Jersey
Department of Community Affairs.

A copy of this report was filed with the New Jersey Division of Local Government Services.

A summary or synopsis of this report was prepared for publication and filed with the Borough Clerk.

108



RECOMMENDATIONS

N ONE
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The foregoing comments are not of sufficient materiality whereby they would affect our ability to express an
opinion on the financial statements taken as a whole.

We shall be pleased to confer on any questions that might arise with respect to any matters in this report.
We desire to express our appreciation for the assistance and courtesies rendered by the Borough officials

and employees during the course of the examination.

Respectfully submitted,

M%NWW

SAMUEL KLEIN AND COMPANY, LLP
CERTIFIED PUBLIC ACCOUNTANTS

(i . Pmip

ANDREW R. PASCALE, CPA, RMA

Newark, New Jersey
August 30, 2021
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