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INDEPENDENT AUDITOR'S REPORT

Honorable Mayor and

Members of the Borough Council
Borough of Palisades Park
County of Bergen, New Jersey

Report on the Financial Statements

We have audited the accompanying balance sheets - regulatory basis of the various funds and account group
of the Borough of Palisades Park in the County of Bergen, as of December 31, 2017 and 2016, the related
statement of operations and changes in fund balance - regulatory basis for the years then ended, and the
related statement of revenues - regulatory basis and statement of expenditures - regulatory basis of the
various funds for the year ended December 31,2017, and the related notes to the financial statements, which
collectively comprise the Borough’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America, the audit
requirements prescribed by the Division of Local Government Services, Department of Community Affairs,
State of New Jersey (the “Division™), and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States, Those standards
require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement.

FWCC




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

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

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

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

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

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

Adverse Opinion on U.S. Generally Accepted Accounting Principles

In our opinion, because of the significance of the matter discussed in the “Basis for Adverse Opinion on U.S.
Generally Accepted Accounting Principles” paragraph, the financial statements referred to above do not
present fairly, in accordance with accounting principles generally accepted in the United States of America,
the financial position of each fund of the Borough of Palisades Park as of December 31, 2017 and 2016, or
changes in financial position for the years then ended.

Opinion on Regulatory Basis of Accounting

In our opinion, the financial statements referred to above present fairly, in all material respects, the
regulatory basis balances sheets and account group as of December 31, 2017 and 2016, the regulatory basis
statements of operations for the years then ended and the regulatory basis statements of revenues and
expenditures for the year ended December 31, 2017 in accordance with the basis of financial reporting
prescribed by the Division of Local Government Services, Department of Community Affairs, State of New
Jersey as described in Note 1.
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Other Matters
Other Information

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

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

The letter of comments and recommendations section has not been subject to the auditing procedures applied
in the audit of the basic financial statements, and accordingly, we do not express an opinion or provide any
assurance on it.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 28, 2018 on
our consideration of the Borough of Palisades Park’s internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control
over financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Borough of Palisades Park’s internal control over
financial reporting and compliance.

&

Seven b. Welkotz, C.P.A.
Registered Municipal Accountant
No. CRO0413

(ol [0, 6l o P4,

FERRAIOLIL WIELKOTZ, CERULLO & CUVA, P.A.
Certified Public Accountants
Pompton Lakes, New Jersey

June 28, 2018 WC
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BOROUGH OF PALISADES PARK

Comparative Balance Sheet - Regulatory Basis

Current Fund

December 31,2017 and 2016

Assets
Current Fund:
Cash
Cash - Change Funds
Due from State of New Jersey - Ch. 20, PL 1971

Receivables and other assets with full reserves:
Delinquent Property Taxes Receivable
Tax Title Liens Receivable
Foreclosed Property
Revenue Accounts Receivable
Interfund Receivables

Federal and State Grant Fund:
Due from Federal Forfeiture Trust Fund
Due from Current Fund

Ref.

A-4
A-S
A-7

A-8
A-9
A-10
A-11
A-12

A-25

$

Exhibit A

2017 2016
9,431,738 7,710,840
200 200
52,392 49,674
9,484,330 7,760,714
492,549 716,561
27,609 25,037
275,000 275,000
152,507 116,112
39,2779 21,973
986,944 1,154,683
10,471,274 8,915,397
1,385
236,723
238,110
10,709,384 8,915,397




BOROUGH OF PALISADES PARK

Comparative Balance Sheet - Regulatory Basis

Current Fund

December 31, 2017 and 2016

Liabilities, Reserves and Fund Balance
Current Fund:
Liabilities:
Encumbrances Payable
Appropriation Reserves
Interfund Payables
Tax Overpayments
Prepaid Taxes
Due to County for Added Taxes
Sewer Charges Payable-Fort Lee
Due to Public Library
Reserve for:
Tax Sale Premiums
Maintenance of Public Library
Miscellaneous Reserves
Due to Federal and State Grant Fund
Appropriated Grant Reserves
Unappropriated Grant Reserves

Reserves for receivables and other assets
Fund balance

Federal and State Grant Fund:
Appropriated Grant Reserves
Encumbrances Payable
Unappropriated Grant Reserves

See accompanying notes to financial statements.
-5-

Ref.

A-3,A-19
A-3,A-18
A-12
A-13
A-14
A-17
A-20
A-21

A-22
A-23
A-24
A-25
A-26
A-27

A-27
A-27
A-28

Exhibit A

2017 2016
159,995 173,155
1,207,484 1,803,964
204 204
12,973 37,416
900,804 302,251
34,183
20,776 20,776
428,121 362,455
68,700 10,100
34,934 35,977
62,795 58,946
236,725
123,019
58,667
3,133,511 3,021,113
986,944 1,154,683
6,350,819 4,739,601
7,337,763 5,894,284
10,471,274 8,015,397
146,990
16,865
74,255
238,110
10,709,384 8,915,397




BOROUGH OF PALISADES PARK

Comparative Statement of Operations and Changes

in Fund Balance-Regulatory Basis

Current Fund

Year Ended December 31,

Revenue and other income realized:

Fund balance utilized
Miscellaneous revenue anticipated
Receipts from delinquent taxes
Receipts from current taxes
Non-budget revenues
Other credits to income:

Unexpended balance of appropriation reserves

and encumbrances
Interfunds returned
Total revenue and other income

Expenditures:
Budget and emergency appropriations:
Appropriations within "CAPS":
Operations:
Salaries and wages
Other expenses
Deferred charges and statutory expenditures
Appropriations excluded from "CAPS™:
Operations:
Salaries and wages
Other expenses
Capital improvements
Municipal debt service
County taxes
Amount due county for added and omitted taxes
Local district school tax
Interfunds advanced
Refund of prior years' taxes
Total expenditures

Excess in revenue

Exhibit A-1

2017 2016
2,500,000 2,409,500
4,158,239 3,559,067

697,212 522,923
45,749,945 43,744,801
442,682 282,745
1,492,268 1,623,233
15,330 2,625
55,055,676 52,144,894
7,850,164 7,287,481
6,557,250 6,795,393
1,907,153 1,850,425
50,000 50,000
3,632,590 3,376,122
75,000 75,000
1,140,189 1,103,922
7,083,942 6,269,905
41,606 34,183
22,546,630 22,077,860
2,492

59,934 133,893
50,944,458 49,056,676
4,111,218 3,088,218




BOROUGH OF PALISADES PARK

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

Exhibit A-1

Current Fund
Year Ended December 31,
2017 2016

Statutory excess to fund balance 4,111,218 3,088,218
Fund balance, January 1 | 4,739,601 4,060,883
8,850,819 7,149,101

Decreased by utilization as anticipated revenue 2,500,000 2,409,500
Fund balance, December 31 $ 6,350,819 4,739,601

See accompanying notes to financial statements.



Exhibit A-2
BOROUGH OF PALISADES PARK
Statement of Revenues-Regulatory Basis
Current Fund

Year ended December 31, 2017

Excess
Budget Realized (deficit)
Fund balance anticipated $ 2,500,000 2,500,000
Miscellaneous revenues:
Licenses:
Alcoholic beverages 75,000 116,693 41,693
Other 1,275 1,275
Fees and permits:
Construction Code Official 400,000 822,000 422 000
Other 150,000 326,462 176,462
Municipal Court - fines and costs 700,000 968,363 268,363
Interest and costs on taxes 87,900 117,875 29,975
Parking Meters 400,000 453,070 53,070
Interest on investments and deposits 9,000 33,881 24.881
Recreation Fees 15,000 22,200 7,200
Energy Receipts Tax 874,860 874,860
Consolidated Municipal Property Tax Relief Act 74,130 74,130
Parking Meters 50,000 50,000
Recycling Tonnage Grant 20,322 20,322
Alcohol Education and Rehabilitation Grant 363 363
Drunk Driving Enforcement Fund 14,990 14,990
Clean Communities Grant 33,587 33,587
Body Armor Grant 3,066 3,066
General Capital Fund Balance 125,000 125,000
Local Housing Inspections 5,000 1,162 (3,898)
Sewer Connection Fees 75,000 99,000 24,000
Total miscellaneous revenues 3,114,493 4,158,239 1,043,746
Receipts from delinquent taxes 700,000 697,212 (2,788)
Amount to be raised by taxes for support
of municipal purposes 16,206,347 17,021,248 814,901
Total budget revenues $ 22,520,840 24,376,699 1,855,859

Non-budget revenues 442 682

$ 24.%19,381



BOROUGH OF PALISADES PARK

Statement of Revenues-Regulatory Basis

Current Fund

Year ended Decemnber 31, 2017

Analysis of Realized Revenue

Allocation of current tax collections:
Revenue from collections
Allocated to schoot and county taxes
Balance for support of municipal
budget appropriations

Add reserve for uncollected taxes

Amount for support of municipal
budget

Receipts from delinquent taxes:
Delinquent tax collections

Analysis of Non-Budget Revenue

Miscellaneous Revenue Not Anticipated:

See accompanying notes to financial statements.

Seepage Pits §
Fines
LEA Rebate
In Lien of Taxes
Polling
Offsets Not Applied
Insurance Reimbursement
BCUA
Outdoor Signage
Rentals
Bid Specs
Cablevision Franchise Fee
FEMA.
JIF Dividend
Miscellaneous

45,749,945

29,928,697

15,821,248

1,200,000

17,021,248

697,212

13,000
10,056
28,165
10,068

360
5,318
14,577
8,824
7,670
180
1,350

180,254
65,923
80,853
16,084

442,682

Exhibit A-2
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Ref,
Assets

Animal License Fund:

Cash B-2

Due from Board of Health B-4

Due from State of New Jersey B-6
Assessment Trust Fund;

Due from Current Fund B-8
Other Trust Fund:

Cash B-2
Ambulance Corp. Trust Fund:

Cash B-2
Law Enforcement Trust Fund:

Cash B-2
Library Trust Fund:

Cash B-2

BOROUGH OF PALISADES PARK

Comparative Balance Sheet - Regulatory Basis

Trust Funds

December 31, 2017 and 2016

-18-

$

Exhibit B

2017 2016
12,978 20,045
285 387
37 48
13,300 20,480
204 204
2,327,746 2,062,822
3,080 3,062
16,381 23,232
72,801 69,047
2433512 2,178,847




Exhibit B
BOROUGH OF PALISADES PARK

Comparative Balance Sheet - Regulatory Basis

Trust Funds

December 31, 2017 and 2016

Ref, 2017 2016
Liabilities, Reserves and Fund Balance
Animal License Fund:
Reserve for Animal License Fund expenditures B-3 $ 5,598 7,271
Due to Current Fund B-5 7,702 13,209
13,300 20,480
Assessment Trust Fund:
Fund Balance B-1 204 204
Other Trust Fund:
Due to Current Fund B-7 11,311 2,934
Due to Municipal Court 39 39
Reserve for:
Other Trust Deposits B-9 2,316,396 2,059,849
2,327,746 2,062,822
Ambulance Corp. Trast Fund:
Reserve for Ambulance Corp. expenditures B-10 3,080 3,062
Law Enforcement Trust Fund:
Due to Federal and State Grant Fund B-7 1,385
Reserve for Law Enforcement expenditures B-11 14,996 23,232
16,381 23,232
Library Trust Fund:
Reserve for Library expenditures B-12 69,996 66,242
Reserve for Donations - Restricted B-13 2,805 2,805
72,801 69,047
$ 2433512 2,178,847

See accompanying notes to financial statements.
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Exhibit B-1
BOROUGH OF PALISADES PARK
Comparative Statement of Changes in Fund Balance - Regulatory Basis

Assessment Trust Funds

Years ended December 31, 2017 and 2016

2017

(o]
<
—_
@)}

Balance - January 1, $ 204 204

Balance - December 31, $ 204 204

See accompanying notes to financial statements.
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BOROUGH OF PALISADES PARK

Comparative Balance Sheet - Regulatory Basis

General Capital Fund

Years Ended December 31, 2017 and 2016

Assets
Cash
Grants Receivable
Community Development Block Grant
Bergen County Open Space Trust Fund
State of New Jersey Department of Transportation
Due from Swim Pool Operating Utility
Over-expenditure of 1649/2016-20
Deferred Charges to Future Taxation:
Funded
Unfunded

Liabilities, Reserves and Fund Balance

General Serial Bonds
Bond Anticipation Notes Payable
Improvement Authorizations:

Funded

Unfunded
Due to Current Fund
Reserve for Payment of Debt
Reserve for Grants Receivable
Capital Improvement Fund
Fund Balance

Ref.

C-2,C-3

C-8
C-9
C-5
C-13

C-6
C-10

C-15
C-16

C-12
C-12
C-4
C-13
C-14
C-11
C-1

$

$

Exhibit C

201 016
2,302,250 1,678,227
190,000 180,000
18,025 19,000
324,300 324,300
230,000
37,155
10,655,000 3,350,000
1,257,030 9,382,082
14,746,605 15,200,764
10,655,000 3,350,000
7,543,139
1,625,784 560,899
1,161,622 2,651,444
14,182 3,223
173,899 18,474
532,325 523,300
148,560 77,460
435233 472,825
14,746,605 15,200,764

There were bonds and notes authorized but not issued on December 31, 2017 0f $1,257,030 and

$1,838.,943 at December 31, 2016 (per exhibit C-17).

See accompanying notes to financial statements.
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Exhibit C-1
BOROUGH OF PALISADES PARK
Comparative Statement of Changes in Fund Balance-Regulatory Basis
General Capital Fund

Years Ended December 31, 2017 and 2016

017 016
Balance - December 31, $ 472 825 544,210
Increased by:
Prior year voided checks 53,615
Premium on Bond Sale 81,250
Accrued interest on Bond Sale 6,158
560,233 597,825
Decreased by:
Utilitzed as Budget Revenue 125,000 125,000
Balance - December 31, $ 435,233 472,825

See accompanying notes to financial statements
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Exhibit D
BOROUGH OF PALISADES PARK
Comparative Balance Sheet - Regulatory Basis
Swimming Poel Utility Fund

Years ended December 31, 2017 and 2016

Ref. 2047 2016
Assets
Operating Fund:
Cash D-6 3 267,045 348,311
Due from Bank 1,611
Petty Cash 200
267,245 349,922
Total Gperating Fund 267,245 349,922
Capital Fund:
Cash D-5,D-6 19,748 129,112
Grants Receivable - Bergen County Open Space D-10 155,874
Fixed capital D-11 3,191,678 3,191,678
Fixed capital authorized and uncompleted D-12 214,557 135,557
Total Capital Fund 3,425,983 3,612,221
3 3,693,228 3,962,143
Liabilities, Reserves and Fund Balance
Operating Fund:
Appropriation Reserves D-4D-7 § 94,742 72,529
Encumbrances Payable D-4,D-7 1,668 3,907
Accrued Interest D-8 1,355
Fund Balance D-1 169,480 273,486
Total Operating Fund 267,245 349,922
Capital Fund:
Timprovement Authorizations - Funded D-13 8,071 8,071
Improvement Authorizations - Unfunded D-13 47,520 167
Capital Improvement Fund D-14 18,506 18,506
Reserve for Amortization D-15 2,965,535 2,965,535
Reserve for Grants Receivable D-16 155,874
Bond Anticipation Notes Payable D-18 230,000 230,000
Reserve for Payment of Notes D-17 152,283
Deferred Reserve for Amortization D-19 1,700 1,700
Due to General Capital Fund D9 230,000
Fund Balance D-2 2368 2,368
Total Capital Fund 3,425,983 3,612221
$ 3,693,228 3,962,143

There were bonds and notes authorized but not issued on December 31, 2017 and December 31, 2016
in the amount of $209,000 and $130,000 respectively {per Exhibit D-20).

See accompanying notes to financial statements,
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BOROUGH OF PALISADES PARK

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

Swimming Pool Utility Fund

For the Years Ended December 31,

Exhibit D-1

017 016
Revenue and other income realized:
Fund balance utilized $ 148,185 151,000
Membership fees 404,692 326,032
Miscellaneous revenues 12,529 130,218
Other credits to income:
Unexpended balance of appropriation reserves 56,958 65,166
Total income 622,364 672,416
Expenditures:
Operations:
Salaries and wages 325,000 345,000
Other expenses 250,000 215,000
Debt service 3,185
Membership Refunds 435
Total expenditures 578,185 560,435
Excess 44,179 111,981
Fund balance, January 1 ' 273,486 312,505
317,665 424,486
Decreased by utilization as anticipated revenue 148,185 151,000
Fund balance, December 31 $ 169,480 273,486

See accompanying notes to financial statements.
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Exhibit D-2
BOROUGH OF PALISADES PARK
Comparative Statement of Changes in Capital Fund Balance - Regulatory Basis
Swimming Pool Utility Capital Fund

Years ended December 31, 2017 and 2016

2017 2016
Balance - December 31, $ 2,368 2,368
Balance - December 31, $ 2,368 2,368

See accompanying notes to financial statements,
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BOROUGH OF PALISADES PARK
Statement of Revenues-Regulatory Basis
Swimming Pool Utility Fund

Year ended December 31, 2017

Exhibit D-3

Excess
Anticipated Realized (deficit)
Operating Surplus $ 148,185 148,185
Membership fees 300,000 404,692 104,692
Miscellaneous revenues 130,000 12,529 (117,471)
$ 578,185 565,406 (12,779)
Cash Receipts 417,221
Surplus Realized 148,185
$ 565,406

Analvsis of Miscellaneous Revenues

Swim Lessons $ 900
Pool Rental 4,500
Snack Bar - Rental Agreement 7,000
Interest on Investments 129

$ 12,529

See accompanying notes to financial statements.
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Exhibit E
BOROUGH OF PALISADES PARK
Comparative Balance Sheet-Regulatory Basis
Payroll Account

December 31, 2017 and 2016

2017 2016
Assets
Cash $ 8,131 3,013
$ 8,131 3,013
Reserves
Due to Current Fund - Payroll Agency $ 2,607
Due to Current Fund - Net Payroll Account 6,084
Payroll Deductions and Withholdings 2,047 406
$ 8,131 3,013

See accompanying notes to financial statements.
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Exhibit F
BOROUGH OF PALISADES PARK
Comparative Statement of General Fixed Assets-Regulatory Basis
General Fixed Assets Account Group

Year Ended December 31, 2017 and 2016

201 2016
Land $ 5,494,992 5,494,992
Building 3,557,832 3,557,832
Vehicles and Equipment 9,312,236 9,219,432
$ 18,365,060 18,272,256
Investment in General Fixed Assets $ 18,365,060 18,272,256

See accompanying notes to financial statements.
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NOTE 1.

BOROUGH OF PALISADES PARK
Notes to Financial Statements
Years Ended December 31, 2017 and 2016

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

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

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

A. Reporting Entity

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

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

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

BOROUGH OF PALISADES PARK
Notes to Financial Statements
Years Ended December 31, 2017 and 2016
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

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

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

The Borough has the following funds and account group:

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

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

Assessment Trust Fund - This fund is used to account for the collection of special
assessments for improvements,

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

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

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

Public Assistance Fund - This fund is used to account for the receipt and disbursement of funds
that provide assistance to certain residents of the Borough pursuant to Title 44 of New Jersey
Statutes. Effective April 1, 1998, the borough transferred administiration of the general
assistance program to the Bergen County Board of Social Services.

Payroll Account - This fund is to account for the receipt and disbursement of net payroll and
all payroll deductions and withholdings.

31-



NOTE 1.

BOROUGH OF PALISADES PARK
Notes to Financial Statements
Years Ended December 31, 2017 and 2016
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

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

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

Swim Pool Utility Fund - is used to account for the operations and acquisition of the capital
facilities and municipally owned utility.

Library Trust Fund - This fund is used to account for receipts and donations collected and used
to offset miscellaneous expenses and book purchases made by the Library.

Basis of Accounting

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

Property Tax Revenues - Real property taxes are assessed locally, based upon the assessed
value of the property. The tax bill includes a levy for Municipal, County, and School purposes.
The bills are mailed annually in June for that calendar year’s levy. Taxes are payable in four
quarterly installments on February 1, May 1, August 1, and November 1. The amounts of the
first and second installments are determined as one quarter of the total tax levied against the
property for the preceding year. The installment due the third and fourth quarters is determined
by taking the current year levy less the amount previously charged for the first and second
installments, with the remainder being divided equally. If unpaid on these dates, the amount
due becomes delinquent and subject to interest at 8% per annum, or 18% on any delinquency
amount in excess of $1,500. The school levy is turned over to the Board of Education as
expenditures are incurred, and the balance, if any, must be transferred as of June 30, of each
fiscal year. County taxes are paid quarterly on February 15, May 15, August 15 and November
15, to the County by the Borough. When unpaid taxes or any municipal lien, or part thereof,
on real property, remains in arrears on the 11" day of the 11" month in the current year taxes
are levied, the collector in the municipality shall subject to the provisions of the New Jersey
Statutes enforce the lien by placing the property on a tax sale. Annual in rem tax foreclosure
proceedings are instituted to enforce the tax collection or acquisition of'title to the property by
the Borough. In accordance with the accounting principles prescribed by the State of New
Jersey, current and delinquent taxes are realized as revenue when collected. Since delinquent
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

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

Basis of Accounting, (continued)

taxes and liens are fully reserved, no provision has been made to estimate that portion of the
taxes receivable and tax title liens that are uncollectible. GAAP requires property tax revenues
to be recognized in the accounting period when they become susceptible to accrual, reduced
by an allowance for doubtful accounts.

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

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

Budgets and Budgetary Accounting - An annual budget is required to be adopted and integrated
into the accounting system to provide budgetary control over revenues and expenditures for
the current fund and swimming pool utility fund. Budget amounts presented in the
accompanying financial statements represent amounts adopted by the Borough and approved
by the State Division of Local Government Services per N.JI.S.A. 40A:4 et seq.

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

General Capital Fund
Trust Fund
Public Assistance Fund

The governing body shall introduce and approve the annual budget not later than February 10,
of the fiscal year. The budget shall be adopted not later than March 20, and prior to adoption
must be certified by the Division of Local Government Services, Department of Community
Affairs, State of New Jersey. The Director of the Division of Local Government Services, with
the approval of the Local Finance Board may extend the introduction and approval and
adoption dates of the municipal budget. The budget is prepared by fund, function, activity and
line item (salary or other expense) and includes information on the previous year, The legal
level of control for appropriations is exercised at the individual line item level for all operating
budgets adopted. Emergency appropriations, those made after the adoption of the budget and
determination of the tax rate, may be authorized by the governing body of the municipality.
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B. Measurement Focus, Basis of Accounting and Basis of Presentation, (continued)
Basis of Accounting, (continued)

During the last two months of the fiscal year, the governing body may, by a 2/3 vote, amend
the budget through line item transfers. Management has no authority to amend the budget
without the approval of the Governing Body. Expenditures may not legally exceed budgeted
appropriations at the line item level. During the years ended December 31,2017 and 2016, the
Governing Body approved additional revenues and appropriations of $14,990 and $-0-,
respectively, in accordance with N.J.S.A. 40A:4-87. Inaddition, several budget transfers were
approved by the governing body in 2017 and 2016.

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

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

Appropriation Reserves - Are available, until lapsed at the close of the succeeding year, to meet
specific claims, commitments or contracts incurred during the preceding year. Lapsed

appropriation reserves are recorded as additions to income. Appropriation reserves do notexist
under GAAP.

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

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

-34-



NOTE 1.

BOROUGH OF PALISADES PARK
Notes to Financial Statements
Years Ended December 31, 2017 and 2016
(continued)

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

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

Basis of Accounting, (continued)

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

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

Cash and Investments - Cash includes amounts in demand deposits as well as short-term
investments with a maturity date within one year of the date acquired by the government.
Investments are stated at fair value which approximates cost and are limited by N.J.S.A.
40A:5-15.1(a).

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

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

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

All fixed assets are valued at historical cost or estimated historical cost if actual historical cost
is not available.

No depreciation has been provided for in the financial statements.
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SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES, (continued)

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

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

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

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

Use of Estimates

The preparation of financial statements requires management of the Borough to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts
of revenues and expenses during the reporting period. Accordingly, actual results could differ
from those estimates,

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

Recent Accounting Pronouncements

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 73,
Accounting and Financial Reporting for Pensions and Related Assets That Are Not Within the
Scope of GASB Statement 68 and Amendments to Certain Provisions of GASB Statements 67
and 68. This Statement is effective for periods beginning after June 15, 2015 — except those
provisions that address employers and governmental nonemployer contributing entities for
pensions that are not within the scope of Statement 68, which are effective for financial
statements for periods beginning after June 15, 2016. The Borough does not believe this
Statement will have any effect on future financial statements.
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B. Measurement Focus. Basis of Accounting and Basis of Presentation, (continued)

Recent Accounting Pronouncements, (continued)

In June 20135, the Government Accounting Standards Board issued GASB Statement No. 74,
Financial Reporting for Postemployment Benefit Plans Other Than Pension Plans. This
Statement applies to OPEB plans and basically parallels GASB Statement 67 and replaces
GASB Statement 43 and is effective for periods beginning after June 15,2016, The Borough
does not believe this Statement will have any effect on future financial statements.

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

In June 2015, the Government Accounting Standards Board issued GASB Statement No. 76,
The Hierarchy of Generally Accepted Accounting Principles for State and Local Governments,
which reduces the GAAP hierarchy to two categories of authoritative GAAP from the four
categories under GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting
Principles for State and Local Governments. The first category of authoritative GAAP
consists of GASB Statements of Governmental Accounting Standards. The second category
comprises GASB Technical Bulletins and Implementation Guides, as well as guidance from
the American Institute of Certified Public Accountants that is cleared by the GASB, This
Statement is effective for periods beginning after June 15,2015. The Borough does not believe
this Statement will have any effect on future financial statements.

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

Recent Accounting Pronouncements, (continued)

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

In December 2015, the Government Accounting Standards Board issued GASB Statement No.
79, Certain External Investment Pools and Pool Participants. This Statement addresses
accounting and financial reporting for certain external investment pools and pool patticipants.

Specifically, it established criteria for an external investment pool to qualify for making the
election to measure all of its investments at amortized cost for financial reporting purposes.

This Statement is effective for periods beginning after June 15, 2015, and for certain
provisions, periods beginning after December 15, 2015. The Borough does not believe this
Statement will have any effect on future financial statements,

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

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

Recent Accounting Pronouncements, (continued)

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

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

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

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

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

In June 2017, the Governmental Accounting Standards Board issued GASB Statement No. 87,
Leases, which is intended to increase the usefulness of governments’ 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 outflows of resources
based on the payment provisions of the contract. Under this Statement, a essee is required to
recognize a lease liability and an intangible right-to-use lease asset, as a lessor is required to
recognize a lease receivable and a deferred inflow of resources, thereby enhancing the
relevance and consistency of information about the government’s leasing activities. The
Borough is currently reviewing what effect, if any, this Statement might have on future
financial statements.

C. Basic Financial Statements

The GASB Codification also defines the financial statements of a governmental unit to be
presented in the general purpose financial statements to be in accordance with GAAP. The
Borough presents the financial statements listed in the table of contents which are required by
the Division and which differ from the financial statements required by GAAP. In addition,
the Division requires the financial statements listed in the table of contents to be referenced to
the supplementary schedules. This practice differs from GAAP.
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CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash

Custodial Credit Risk - Deposits

Custodian credit risk is the risk that in the event of a bank failure, the government’s deposits
may not be returned to it. The Borough’s policy is based on New Jersey Statutes requiring cash
be deposited only in New Jersey based banking institutions that participate in New Jersey
Governmental Depository Protection Act (GUDPA) or in qualified investments established in
New Jersey Statutes 40A:5-15.1(a) that are treated as cash equivalents. As of December 31,
2017, $-0- of the Borough’s bank balance of $14,956,737 was exposed to custodial credit risk.
As of December 31, 2016, $-0- of the Borough’s bank balance of $12,333,129 was exposed
to custodial credit risk.

Investments

Investment Rate Risk

The Borough does not have a formal investment policy that limits investment maturities as a
means of managing its exposure to fair value losses arising from increasing interest rates.
However, New Jersey Statutes 40A:3-15.1(a) limits the length of time for most investments
to 397 days.

Credit Risk

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

Concentration of Credit Risk

The Borough places no limit on the amount the Borough may invest in any one issuer.
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NOTE 3. MUNICIPAL DEBT

Long-term debt as of December 31, 2017 consisted of the following:

Amounts Due

Balance Ending Within
Dec. 31,2016 Additions Reductions Balance One Year
Bonds Payable - General
Obligation Debt $3,350,000 $8,125,000 $820,000 $10,655,000 $675,000
Other Liabilities:
Compensated Absences Payable 1,323,995 338,891 81,333 1,581,533
Deferred PERS/PFRS Pension
Obligation 325.835 32,027 293,808 35,665
$4.999 830 $8.463.891 $933.380 $12.530,341 $710,665

The Local Bond Law governs the issuance of bonds and notes to finance capital expenditures.
General obligation bonds have been issued for the general capital fund. All bonds are retired
in serial installments within the statutory period of usefulness. Bonds issued by the Borough
are general obligation bonds, backed by the full faith and credit of the Borough. Bond
anticipation notes, which are igsued to temporarily finance capital projects, must be paid off
within ten years and five months or retired by the issuance of bonds.

The Borough’s debt is summarized as follows:

Summary of Municipal Debt (Excluding Current Operating Debt)

2017 2016 2015
Issued:
General - bonds, notes and loans $10,655,000 $10,893,139 $9,486,587
Swimming Pool 230,000 230,000
Total Issued 10,885,000 11,123,139 9,486,587
Less:
Funds Temporarily Held to Pay
Bonds and Notes 326,182 18,474 427.445
Net Debt Issued 10,558.818 11,104,665 9.059,142
Authorized But Not Issued
General - bonds, notes and loans 1,257,030 1,838,943 3,985,643
Swimming pool - bonds and notes 249,000 130.000 40,000
Total Authorized But Not 1.466.030 1,968,943 4.025.643
Tssued '
~ Net Bonds and Notes Issued and
Authorized But Not $12.024.848 $13.073.608 $13.084,785
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NOTE 3. MUNICIPAL DEBT, (continued)

Summary of Statutorvy 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
427% for 2017.

Gross Debt Deductions Net Debt
Swimming Pool Utility Debt $439,000 $375,300 $63,700
School District Debt 429,000 429,000 0
General Debt 11,912,030 173.899 11,738.131

$12,780,030 $978.199 $11.801,831

Net debt of $11,801,831 divided by equalized valuation basis per N.J.S.A, 40A:2-2 as
amended of $2,766,859,163 equals .427%.

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

A88% for 2016.
Gross Debi Deductions Net Debt
Swimming Pool Utility Debt $360,000 $360,000 $0
School District Debt 529,000 529,000 0
General Debt 12.732.082 18.474 12.713.608

$13.621.082 $907.474 $12,713.608

Net debt of $12,713,608 divided by equalized valuation basis per N.J.S.A. 40A:2-2 as
amended of $2,607,225,800 equals .488%.

Borrowing Power Available Under N.J.S.A. 40A:2-6 as Amended

2017 2016
3 A% of Equalized Valuation Basis (Municipal) $96,840,071 $91,252,903
Net Debt 11,801.831 12,713,608
Remaining Borrowing Power $85.038.240 $78,539,295
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NOTE 3. MUNICIPAL DEBT, (continued)

Calculation of “Self-Liquidating Purpose’l’, Swimming Pool Utility Per N.J.S.A. 40A:2-45

Cash receipts from fees, rents or other charges for year $565,406
Deductions:
Operating and Maintenance Cost $575,000
Debt Service 3.185
Total Deductions 578.185
(Deficit) in Revenue - Not Self-Liquidating ($12,779)

General Obligation Bonds

The Borough's gencral long-term debt consisted of the following at December 31, 2017

Paid by Current Fund.

b
<o
—
~1
b
=
—
=%

General serial bonds:

$3,375,000 General Serial Bonds - with an interest rate of 3.875% to
4.00% issued August I, 2006, due through August 1, 2017 $ $565,000

$3,735,000 General Improvement Bonds - with an interest rate of
2.00% to 4.00% issued April 5, 2011, due through April 15, 2025 2,530,000 2,785,000

$8,125,000 General Improvement Bonds - with an interest rate of
2.00% to 3.00% issued April 1, 2017, due through April 1, 2032 8,125.000

$10.655,000 $3,350,000

Aggregate bonded debt service requirements are as follows:

General Capital

Year Principal Interest Total
2018 $675,000 $286,975 $961,975
2019 695,000 269,756 964,756
2020 715,000 251,488 066,488
2021 730,000 231,638 961,638
2022 - 755,000 210,387 965,387
2023-2027 3,765,000 720,856 4,485,856
2028-2032 3,320,000 246,300 3.566.300
$10.655.000 $2.217,400 $12.872.400
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MUNICIPAL DEBT, {continued)
General capital serial bonds are direct obligations of the Borough for which its full faith and
credit are pledged, and are payable from taxes levied on all taxable property located within the

Borough.

At December 31, 2017 and 2016, the Borough had authorized but not issued debt as follows:

2017 2016
General Capital Fund $1,257,030 $1,838,943
Swim Pool Capital Fund 209,000 130,600

BOND ANTICIPATION NOTES

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

On December 31, 2017 and 2016, the Borough had $-0- and $7,543,139, respectively, in
outstanding general capital bond anticipation notes, and $230,000 and $230,000 Swim Pool
Utility bond anticipation notes.

The following activity related to bond anticipation notes occurred during the calendar year
ended December 31, 2017 and 2016:

Beginning Ending
2017 Balance Additions Reductions Balance
Notes Payable:
TD Bank, N.A. $7,773,139 $ $7,773,139 $0
Passaic Valley Water Commission 230,000 230,000
$7,773,139 $230.000 $7.773,139 $230,000
Beginning Ending
2016 Balance Additions Reductions Balance
Notes Payable:
TD Bank, N.A. %0 $7.773,139 3 $7,773,139
PNC Bank, N.A. 5,351,587 5.351,587 0
$5,351.587 $7.773.139 $5.351.587 $7.773,139
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LOCAL DISTRICT SCHOOL TAXES

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

The Borough of Palisades Park has elected to defer school taxes as follows:

Local District School Tax Balance

December 31,
2017 2016
Balance of Tax $11,401,574 $11,145,055
Deferred 11,401,574 - _11.145.055
Tax Payable $ -0- $ -0-
PENSION PLANS
Description of Plans:

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

Public Employees’ Retirement System (PERS)

Ptan Description

The State of New Jersey Public Employees' Retirement System (PERS) is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of New Jersey,
Division of Pensions and Benefits (the "Division"). For additional information about the
PERS, please refer to the Division's Comprehensive Annual Financial Report (CAFR) which

can be found at www.state.nj.us/treasury/pensions/annrpts.shtml.

Benefits Provided

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

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

Benetits Provided, (continued)

Tier Definition

1  Members who were enrolled prior to July 1, 2007

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

S Members who were eligible to enroll on or after June 28, 2011

Service retirement benefits of 1/55™ of final average salary for each year of service credit is
available to Tiers 1 and 2 members upon reaching age 60 and to Tier 3 members upon reaching
age 62. Service retirement benefits of 1/60" of final average salary for each year of service
credit is available to Tier 4 members upon reaching age 62 and to Tier 5 members upon
reaching age 65. Early retirement benefits are available to Tiers 1 and 2 members before
reaching age 60, to Tiers 3 and 4 before age 62 with 25 or more years of service credit and Tier
5 with 30 or more years of service credit before age 65. Benefits are reduced by a fraction of
a percent for each month that a member retires prior to the age at which a member can receive
full early retirement benefits in accordance with their respective tier. Tier 1 members can
receive an unreduced benefit from age 50 to age 60 if they have at least 25 years of service.
Deferred retirement is available to members who have at least 10 years of service credit and
have not reached the service retirement age for the respective tier.

Police and Firemens’ Retirement System (PFRS)

Plan Description

The State of New Jersey Police and Firemen's Retirement System (PFRS), is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of New Jersey
Division of Pensions and Benefits (the "Division™), For additional information about the PFRS,
please refer to the Division's Comprehensive Annual Financial Report (CAFR) which can be

found at www.state.nj.us/treasury/pensions/annrpts.shtml.
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PENSION PLANS, (continued)

Police and Firemens’ Retirement System (PFRS), (continued)

Benefits Provided

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

Tier Definition

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

Service retirement benefits are available at age 55 and are generally determined to be 2% of
final compensation for each year of creditable service, as defined, up to 30 years plus 1% for
each year of service in excess of 30 years. Members may seek special retirement after achieving
25 years of creditable service, in which benefits would equal 65% (Tiers 1 and 2 members) and

60% (Tier 3 members) of final compensation plus 1% for each year of creditable service over
25 years but not to exceed 30 years. Members may elect deferred retirement benefits after
achieving ten years of service, in which case benefits would begin at age 55 equal to 2% of
final compensation for each year of service,

Defined Contribution Retirement Program

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

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

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

Contribution Requirements

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

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

Year PERS PFRS

2017 $384,529 $1,003,722
2016 359,206 884,785
2015 350,210 872,703

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

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

Public Employees Retirement System (PERS)

At December 31, 2017, the Borough had a liability of $9,662,442 for its proportionate share
of the PERS net pension liability. The net pension liability was measured as of June 30, 2017,
and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of that date. The Borough's proportion of the net pension liability was
based on a projection of the Borough's long-term share of contributions to the pension plan
relative to the projected contributions of all participating governmental entities, actuarially
determined. At June 30,2017, the Borough's proportion was .0415081846 percent, which was
an increase/(decrease) of .00107462 percent from its proportion measured as of June 30,2016.

For the year ended December 31, 2017, the Borough recognized pension expense of $384,529,
At December 31, 2017, deferred outflows of resources and deferred inflows of resources
related to PERS from the following sources:

Deferred Deferred
Qutflows of Inflows of
Resources Resources
Difference between expected and actual experience $227,517
Changes of assumptions 1,946,649 1,939,512
Net difference between projected and actual earnings
on pension plan investments 65,795
Changes in proportion and differences between the Borough’s
contributions and proportionate share of contributions 191.536 206.911
Total $2.431.497 $2,146,423

Amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date (June 30, 2017) will be recognized as a
reduction of the net pension liability in the subsequent year. Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to pensions (excluding
changes in proportion) will be recognized in pension expense as follows:
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PENSION PLANS, (continued)

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

Inflows of Resources Related to Pensions, (continued)

Public Employees Retirement System (PERS), (continued)

Year ended June 30;
2018
2019
2020
2021
2022

Changes in Proportion

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

2014 amounts, respectively.

Additional Information

$227,463
343,248
207,990
(276,628)
(201,625)

Local Group Collective balances at June 30, 2017 and June 30, 2016 are as follows:

Collective deferred outflows of resources
Collective deferred inflows of resources

Collective net pension liability

Borough's Proportion
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June 30, 2017
$6,424,455,842
5,700,625,981

23,278,401,588

041508184600%

June 30, 2016
$8,685,338,380
870,133,595

29,617.131,759

.040433563200%
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PENSION PLANS, (continued)

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

Public Emplovees Retirement Systém (PERS), (continued)

Actuarial Assumptions

The total pension liability for the June 30, 2017 measurement date was determined by an
actuarial valuation as of July 1, 2016, which rolled forward to June 30, 2017. This actuarial
valuation used the following assumptions, applied to all periods in the measurement.

Inflation 2.25 Percent
Salary Increases:
Through 2026 1.65-4.15 Percent (based on age)
Thereafter 2.65-5.15 Percent (based on age)
Investment Rate of Return 7.00 Percent

The actuarial assumptions used in the June 30, 2016 valuation were based on the results of an
actuarial experience study for the period July 1, 2011 to June 30, 2014. It is likely that future
experience will not exactly conform to these assumptions. To the extent that actual experience
deviates from these assumptions, the emerging liabilities may be higher or lower than
anticipated. The more the experience deviates, the larger the impact on future financial
statements,

Mortality Rates

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

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

Public Employees Retirement System (PERS), (continued)

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments
(7.00% at June 30, 2017) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investments and Division of Pensions and Benefits, the board of
trustees and the actuaries, The long-term expected rate of return was determined using a
building block method in which best-estimate ranges of expected future real rates of return
{expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class. These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation. Best estimates of arithmetic real rates of return for each
major asset class included in PERS's target asset allocation as of June 30, 2017 are summarized
in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Absolute return/risk mitigation 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
Public high yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real asset 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. equity 30.00% 8.19%
Non-U.S. developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% [1.64%
Buyouts/venture capital 8.25% 13.08%
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PENSION PLANS, (continued)

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

Public Employees Retirement System (PERS), (continued)

Discount Rate

The discount rate used to measure the total pension liability was 5.00% as of June 30, 2017.
This single blended discount rate was based on the long-term expected rate of return on
pension plan investments of 7.00% and a municipal bond rate of 3.58% as of June 30, 2017
based on the Bond Buyer GO 20-Bond Municipal Bond Index, which includes tax-exempt
general obligation municipal bonds with an average rating of AA/Aa or higher. The projection
of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current member contribution rates and that contributions from
employers will be made based on the contribution rate in the most recent fiscal year. The State
employer contributed 40% of the actuarially determined contributions and the local employers
contributed 100% of their actuarially determined contributions. Based on those assumptions,
the plan's fiduciary net position was projected to be available to make projected future benefit
payments of current plan members through 2040. Therefore, the long-term expected rate of
return on plan investments was applied to projected benefit payments through 2040 and the
municipal bond rate was applied to projected benefit payments after that date in determining
the total pension liability.

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

The following presents the collective net pension liability of the participating employers as of
June 30, 2017, respectively, calculated using the discount rate as disclosed above as well as
what the collective net pension liability would be if it was calculated using a discount rate that
is 1 -percentage point lower or 1- percentage-point higher than the current rate:

June 30, 2017

1% At Current 1%
Decrease Discount Rate Increase
4.00% 5.00% 6.00%
Borough's proportionate share of
the pension liability $11,986,915 $9,662,442 $7,725,868

Pension Plan Fiduciary Net Position

Detailed information about the pension plan’s fiduciary net position is available in the
separately 1ssued Financial Report for the State of New Jersey Public Employees Retirement
System (PERS). The financial report may be accessed at www.state.nj.us/treasury/pensions.
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PENSION PLANS, (continued)

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

Police and Firemen's Retirement System (PFRS)

At December 31, 2017, the Borough had a liability of $17,508,705 for its proportionate share
of the PFRS net pension liability, The net pension liability was measured as of June 30, 2017,
and the total pension liability used to calculate the net pension liability was determined by an
actuarial valuation as of that date. The Borough's proportion of the net pension liability was
based on a projection of the Borough's long-term share of contributions to the pension plan
relative to the projected contributions of all participating governmental entities, actuarially
determined. At June 30, 2017, the Borough's proportion was .1134125499 percent, which was
an increase/(decrease) of .00489532 percent from its proportion measured as of June 30, 2016.

For the year ended December 31, 2017, the Borough recognized pension expense of
$1,003,722. At December 31, 2017, deferred outflows of resources and deferred inflows of
resources related to PFRS from the following sources:

Deferred Deferred
Outflows of Inflows of
Resources Resources
Difference in actual and expected experience $113,586 $102,762
Changes of assumptions 2,159,018 2,867,414
Net difference between projected and actual earnings
on pension plan investments 334,107
Changes in proportion and differences between Borough
contributions and proportionate share of contributions 1,332,424
Total $3.939.135 $2.970.176
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PENSION PLANS, (continued)

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

Police and Firemen's Retirement System, (continued)

Amounts reported as deferred outflows of resources related to pensions resulting from
contributions subsequent to the measurement date (June 30, 2017) will be recognized as a
reduction of the net pension liability in the subsequent year, Other amounts reported as
deferred outflows of resources and deferred inflows of resources related to pensions (excluding
changes in proportion) will be recognized in pension expense as follows:

Year ended June 30:
2018 $213,050
2019 577,006
2020 118
2021 {799,660)
2022 (353,978}

Changes in Proportion

The previous amounts do not include employer specific deferred outflows of resources and
deferred inflows of resources related to changes in proportion. These amounts should be
recognized (amortized) by each employer over the average of the expected remaining service
lives of all plan members, which is 5,59, 5.58, 5.53 and 6.17 years for 2017, 2016, 2015 and
2014 amounts respectively.

Additional Information

Local Group Collective balances at June 30, 2017 and June 30, 2016 are as follows:

June 30,2017 June 30,2016
Collective deferred outflows of resources $2,941,952,753 $4,547,316,543
Collective deferred inflows of resources 3,262,432,093 688,197,590
Collective net pension liability 17,167,260,198 20,706,699,056
Borough's Proportion 113412549900%  .108517226700%
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PENSION PLANS, (continued)

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

Police and Firemen's Retirement System, (continued)

Actuarial Assumptions

The collective total pension liability for the June 30, 2017 measurement date was determined
by an actuarial valuation as of July 1, 2016, which rolled forward to June 30, 2017, This
actuarial valuation used the following actuarial assumptions:

Inflation 2,25 Percent
Salary Increases:
Through 2026 2.10-8.98 Percent (based on age)
Thereafter 3.10-9.98 Percent (based on age)
Investment Rate of Return 7.00 Percent

Mortality Rates

Pre-retirement mortality rates were based on the RP-2000 Pre-retirement mortality tables
projected thirteen years using Projection Scale BB and then projected on a generational basis
using the plan actuary’s modified 2014 projection scales. Post-retirement mortality rates for
male service retirements and beneficiaries are based on the RP-2000 Combined Healthy
Mortality Tables projected one year using Projection Scale AA and two years using the plan
actuary’s modified 2014 projection scales. Post-retirement mortality rates for female service
retirements and beneficiaries are based on the RP-2000 Combined Healthy Mortality Tables
projected thirteen years using Projection Scale BB and then two years using the plan actuary’s
modified 2014 projection scales, which was further projected on a generational basis using the
plan actuary’s modified 2014 projection scales. Disability mortality rates were based on
special mortality tables used for the period after disability.

The actuarial assumptions used in the July 1, 2016 valuation were based on the results of an
actuarial experience study for the period July 1, 2010 to June 30, 2013.

Long-Term Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments
{7.00% at June 30, 2017) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investments and Division of Pensions and Benefits, the board of
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PENSION PLANS, (continued)

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

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

Long-Term Rate of Return, (continued)

trustees and the actuaries, The long-term expected rate of return was determined using a
building block method in which best-estimate ranges of expected future real rates of return
(expected returns, net of pension plan investment expense and inflation) are developed for each
major asset class, These ranges are combined to produce the long-term expected rate of return
by weighting the expected future real rates of return by the target asset allocation percentage
and by adding expected inflation, Best estimates of arithmetic real rates of return for each
major asset class included in PFRS's target asset allocation as of June 30, 2017 are summarized
in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Absolute return/risk mitigation 5.00% 5.51%
Cash equivalents 5.50% 1.00%
U.8, Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
Public high yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related real estate 1.00% 6.61%
Private real asset 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. equity 30,00% 8.19%
Non-U.S. developed markets equity 11.50% 9.00%
Emerging markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%

Discount Rate

The discount rate used to measure the total pension liability was 6.14% as of June 30, 2017,

This single blended discount rate was based on the long-term expected rate of return on
pension plan investments of 7.00%, and a municipal bond rate of 3.58% as of June 30, 2017
based on the Bond Buyer GO 20-Bond Municipal Bond Index which includes tax-exempt
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PENSION PLANS, (continued)

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

Police and Firemen's Retirement System, (continued)

Discount Rate, (continued)

general obligation municipal bonds with an average rating of AA/Aa or higher. The projection
of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current member contribution rates and that contributions from
employers and the non-employer contributing entity will be made based on the contribution
rate in the most recent fiscal year, The State employer contributed 40% of the actvarially
determined contributions and the local employers contributed 100% of their actuarially
determined contributions, Based on those assumptions, the plan's fiduciary net position was
projected to be available to make projected future benefit payments of current plan members
through 2057. Therefore, the long-term expected rate of return on plan investments was applied
to projected benefit payments through 2057, and the municipal bond rate was applied to
projected benefit payments after that date in determining the total pension liability.

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

The following presents the collective net pension liability of the participating employers as of
June 30, 2017, respectively, calculated using the discount rate as disclosed above as well as
what the collective net pension liability would be if it was calculated using a discount rate that
is 1 -percentage point lower or I- percentage-point higher than the current rate:

June 30, 2017

1% At Current 1%
Decrease Discount Rate Increase
5.14% 6.14% 7.14%
Borough's proportionate share of
the pension liability $25,653,101 $17,508,705 $14,389,565

Pension Plan Fiduciary Net Position

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

On March 16, 2010, the Borough of Palisades Park approved a resolution to participate in the
Health Program provided by the New Jersey State Health Benefits Act of the State of New
Jersey (N.J.S.A. 52:14-17.25 et seq.) and to authorize coverage for all the employees and their
dependents thereunder in accordance with the statute and regulations adopted by the State
Health Benefits Commission. The State Health Benefits Program was established in 1961 to
provide health benefits to State employees, retirees and their dependents.

The SHBP was extended to employees, retirees, and dependents of participating local public
employers in 1964. Local employers must adopt a resolution to participate in the SHBP. Rules
governing the operation and administration of the program are found in Title 17, Chapter 9 of
the New Jersey Administrative Code. SHBP provides medical, prescription drugs, mental
health/substance abuse, and Medicare Part B reimbursement to retirees and their covered
dependents.

The State Health Benefits Commission is the executive body established by statute to be
responsible for the operation of the SHBP. The State of New Jersey Division of Pensions and
Benefits issues a publicly available financial report that includes financial statements and
required supplementary information for the SHBP. That report may be obtained by writing to:
State of New Jersey Division of Pensions and Benefits, P.O. Box 295, Trenton, NJ 08625-0295
or by visiting their website at hitp.//www.state.nj. us/treasury/pensions/pdf/financial/gasb-43-

july2013 . pdf.

Plan Coverage

Any employee who retires after twenty-five (25) years or more of service within the Borough
shall be entitled to be continued in the above health insurance coverage on a family-plan basis,
with the cost thereof to be paid by the Borough, This does not include dental benefits,

Funding Policy

Participating employers are contractually required to contribute based on the amount of
premiums attributable to their retirees. Post-retirement medical benefits under the plan have
been funded on a pay-as-you-go basis since 1994. Prior to 1994, medical benefits were funded
on an actuarial basis.
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OTHER POST EMPLOYMENT BENEFITS, (continued)

Contributions to pay for the health premiums of participating employees in the SHBP are billed
to the Borough of Palisades Park on a monthly basis. The rates charged by the system for the
years ended December 31, 2017 and 2016 were as follows:

The Borough of Palisades Park contributions to SHBP for post-retirement benefits for the year
ended December 31, 2017 was $629,107 and $577,018 for 2016, which equaled the required

contribution for each year.

FUND BALANCE APPROPRIATED

The fund balances at December 31, 2017 and December 31, 2016 which have been
appropriated as revenue in the 2018 and 2017 budgets are as follows:

017 2016
Current Fund $2,750,000 $2,500,000
Swimming Pool Utility 132,200 - 148,185

FIXED ASSETS

The following is a summary of changes in the General Fixed Assets Account Group as of
December 31, 2017.

Balance Balance
Dec. 31, 2016 Additions Deletions Dec. 31,2017

General Fixed Assets:

Land and Land Improvements $5,494,992 $ 3 $5,494,992

Building and Building Improvements 3,557,832 3,557,832

Machinery and Equipment 9,219,432 295,535 202,731 9,312,236

$18.272.256 $295.535 $202,731 $18.365.060

Investment in Fixed Assets $18,272.256 $18.365.060
NOTE 10. ACCRUED SICK AND VACATION BENEFITS

The Borough permits employees to accrue (with certain restrictions) unused vacation and sick
pay, which may be taken as time off or paid at a later date at an agreed-upon rate, It is
estimated that the current cost of such unpaid compensation would approximate $1,581,533
and $1,323,995 as of December 31, 2017 and 2016, respectively. The amount is not reported

either as a liability or an expenditure.

-61-




NOTE 11.

NOTE 12.

BOROUGH OF PALISADES PARK
Notes to Financial Statements
Years Ended December 31, 2017 and 2016
(continued)

INTERFUND BALANCES AND ACTIVITY

Balances due to/from other funds at December 31, 2017 consist of the following:

$14,182 Due to the Current Fund from the General Capital Fund for interest on investments not
turned over.
236,725 Due to the Federal and State Grant Fund from the Current Fund for grants received
less expenditures made.
6,084 Due to the Current Fund from the Payroll Account for monies in excess of that
required to cover payroll,
7,702 Due to the Current Fund from the Animal License Trust Fund for current and prior
years' statutory excess.
204 Due to the Assessment Trust Fund from the Current Fund for the collection of
assessments received in the Current Fund.
1,385 Due to the Federal and State Grant Fund from the Law Enforcement Trust Fund to
correct deposit errors.
849 Due to the Current Fund from the Developer's Escrow Trust Fund for the
municipality's share of interest earned on developer's deposits.
10,462 Due to the Current Fund from the Public Defender Trust Fund for deposits made in
error.
$277.593

It is anticipated that all interfunds will be liquidated during the fiscal year.
RISK MANAGEMENT

The Borough is exposed to various risks of loss related to general liability, automobile
coverage, damage and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. The Borough has obtained insurance coverage to guard against these events
which will provide minimum exposure to the Borough should they occur. During the 2017
calendar year, the Borough did not incur claims in excess of their coverage and the amount of
coverage did not significantly decrease.

The Borough of Palisades Park is a member of the Bergen County Joint Insurance Fund
(BCJIF) and Municipal Excess Liability Joint Insurance Fund (MEL). The joint insurance
funds are both an insured and self-administered group of municipalities established for the
purpose of insuring against property damage, general liability, motor vehicles and equipment
liability and worker’s compensation. The BCJIF and MEL coverage amounts are on file with
the Borough.
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NOTE 14.

BOROUGH OF PALISADES PARK
Notes to Financial Statements
Years Ended December 31, 2017 and 2016
{continued)

RISK MANAGEMENT, (continued)

The relationship between the Borough and respective insurance funds is governed by a contract
and by-laws that have been adopted by resolution of each unit’s governing body. The Borough
is contractually obligated to make all annual and supplementary contributions to insurance
funds, to report claims on a timely basis, cooperate with the management of the Fund, its
claims administrator and attorneys in claims investigation and settlement, and to follow risk
management procedures as outlined by the insurance funds. Members have a contractual
obligation to fund any deficit of the insurance funds attributable to a membership year during
which they were a member.

The funds provide its members with risk management services, including the defense of and
settlement of claims, and established reasonable and necessary loss reduction.and prevention

procedures to be followed by the members.

There has been no significant reduction in insurance coverage from the previous year nor have
there been any settlements in excess of insurance coverages in any of the prior three years,

TAXES COLLECTED IN ADVANCE

Taxes collected in advance are recorded as cash liabilities in the financial statements.
Following is 