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Update to credit analysis
Summary
The Borough of Edgewater, NJ (Aa2 long-term, MIG 1 short-term), is well positioned due
to its favorable location on the Hudson River across from New York City (Aa2 stable). The
borough benefits from strong resident income and wealth, manageable leverage, and a
healthy reserve position.
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Credit strengths
» Strong resident income and wealth
» Favorable location near New York City

Credit challenges
» Elevated taxpayer concentration

Rating outlook
Moody's does not typically assign outlooks to local governments with this amount of debt.

Factors that could lead to an upgrade
» Strengthening of the borough's tax base and resident income and wealth
» Continued growth in reserves
» Material decrease in debt and pension liabilities

Factors that could lead to a downgrade
» Material deterioration of the tax base and resident income and wealth
» Significant decrease in reserves and liquidity
» Increased debt and pension liabilities
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Key indicators
Exhibit 1
Edgewater (Borough of) NJ

2016

2017

2018

2019

2020

$3,275,409

$3,533,995

$3,742,502

$4,088,938

$3,999,156

11,998

12,165

12,184

12,403

12,890

$272,996

$290,505

$307,165

$329,673

$310,253

185.4%

181.7%

183.2%

189.7%

188.5%

Operating Revenue ($000)

$27,296

$30,020

$29,697

$30,260

$30,358

Fund Balance ($000)

$10,583

$10,063

$9,820

$10,125

$9,723

Cash Balance ($000)

$9,224

$11,363

$10,322

$10,838

$11,192

Fund Balance as a % of Revenues

38.8%

33.5%

33.1%

33.5%

32.0%

Cash Balance as a % of Revenues

33.8%

37.9%

34.8%

35.8%

36.9%

Net Direct Debt ($000)

$51,466

$50,775

$50,613

$47,622

$45,450

3-Year Average of Moody's ANPL ($000)

$43,218

$48,484

$49,244

$49,869

$55,359

1.6%

1.4%

1.4%

1.2%

1.1%

1.9x

1.7x

1.7x

1.6x

1.5x

Moody's - adjusted Net Pension Liability (3-yr average) to Full Value (%)

1.3%

1.4%

1.3%

1.2%

1.4%

Moody's - adjusted Net Pension Liability (3-yr average) to Revenues (x)

1.6x

1.6x

1.7x

1.6x

1.8x

Economy/Tax Base
Total Full Value ($000)
Population
Full Value Per Capita
Median Family Income (% of US Median)
Finances

Debt/Pensions

Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)

Fund balance figures reflect Moody's adjustments
Sources: US Census Bureau, Edgewater (Borough of) NJ’s financial statements and Moody’s Investors Service

Profile
Edgewater is a borough with a population of approximately 12,000 located in northern New Jersey (A2 stable), within commuting
distance of New York City.

Detailed credit considerations
Economy and tax base: wealthy residential tax base with favorable location
Although the pandemic led to a loss of market value, particularly in the commercial space, the borough's tax base has already partially
rebounded and will remain stable due to its proximity to New York City and continued residential and commercial redevelopment.
Edgewater, located immediately across the Hudson River from New York City, is a primarily residential community with a strong
commercial base. For the 2022 tax year, the equalized value of $3.9 billion was fractionally below it's pre-covid peak. Resident income
is strong with median family income equal to 188.5% of the national level or 144% of the state. Wealth is strong at approximately
$310,000.
Although the borough is largely built out, there is considerable ongoing redevelopment. Most notably, the old Hess site, which has
remained fallow for years, is now ready to be redeveloped. While the site had been the subject of a law suit with the developer, a
settlement has been reached which will not only allow redevelopment, it will also help satisfy the borough's affordable housing needs.
Much of the new development has been in the form of large, high end apartment buildings. While this has driven much of the recent
growth, it has also led to above average concentration. The top ten taxpayers, as of 2021, accounted for 21.8% of the total base.

This publication does not announce a credit rating action. For any credit ratings referenced in this publication, please see the issuer/deal page on https://ratings.moodys.com for the
most updated credit rating action information and rating history.
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Favorably, tax appeals, which had previously been common though generally not terribly financially serious, are likely to be reduced
even further. The borough has recently switched to a five year rolling reassessment schedule has numerous advantages including
reducing appeals.
Edgewater's unemployment rate as of April 2022 was strong with the county at 3.3%, better than the state (3.5%) and equal to the
nation. Additionally, while the pandemic delayed various redevelopment projects, management reports that most major projects are
back on track.
Financial operations and reserves: stable finances with solid reserves
The borough's financial position will remain strong in the near to medium term due to conservative budgeting. Current fund balance
dipped slightly in 2020 to $6.5 million, or 21.4% of revenues from $7 million, or 23.2% of revenues in 2019. Moody's makes certain
adjustments to New Jersey local governments' fund balances to include receivables and reserves that would be eligible to be included
in fund balance under GAAP accounting but are excluded as a result of state statutory accounting regulations. The borough's Moody's
adjusted Current Fund balance decreased slightly to $9.7 million (21%) from $10.1 million (33.5%) in 2019.
The modest drop in fund balance is almost entirely attributable to the $500,000 grant to its embattled school district — the district
is a separate entity but the borough believes that a healthy school district is vital to the borough's long-term health. This funding was
not enough to completely offset the district's financial woes but it bought the district enough time to go to voters and get a large tax
increase.
The majority of the borough's revenue comes from property taxes (78.8% in 2020), which held steady. State aid accounts for another
2.5% with the residue from various miscellaneous sources.
Although audited 2021 results are not yet available, preliminary figures are positive with both reported and adjusted fund balance
increasing modestly. This increase was aided by the receipt of federal funding. The borough's ARPA grant totaled $1.4 million, half in
2021 and half in 2022. The bulk of the funding is being used for revenue replacement.
Liquidity

The borough's liquidity will remain strong in the medium term. In fiscal 2020 ending net cash was $11.2 million.
Debt and pensions: modest debt and pension burden
Edgewater's debt will remain average in the near to medium term. The borough has no large capital projects planned but intends to
issue notes annually before bonding out when old issuances mature, thus keeping debt service level. Following the July 2022 sale, net
direct debt will be approximately 1.3% of full value or 1.6x revenues.
Legal security

Debt service on the borough's debt is backed by the pledge of its full faith and credit and legal obligation to levy ad valorem tax on all
taxable property for the payment of debt service without limit as to rate or amount.
Debt structure

All of Edgewater's debt is fixed rate. The borough is a frequent market participant and has issued short-term notes in each of the last
five year. Management has also historically sold refunding notes with adequate time before note maturity.
Debt-related derivatives

The borough is not party to any interest rate swaps or other derivatives.
Pensions and OPEB

The borough's pension burden is larger than its debt and OPEB burdens and, though manageable at this time, represent credit
challenges. Edgewater participates in two state sponsored multiple employer cost-sharing pension plans and funds retiree healthcare
(OPEB) on a pay-go basis. The table below summarizes the total 2020 pension and OPEB unfunded liabilities.
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Exhibit 2

Sources: Edgewater audited financial statements and Moody's Investors Service

The state-sponsored boards that control the pension funds have historically set contribution rates at a level insufficient to allow the
plans to tread water. In addition, the tread water gap does not take into account the very aggressive assumptions underpinning the
actuarial analysis, which likely would make the gap even larger. To the extent that the multiple-employer pension plans in which
Edgewater participates experience returns on assets that fall short of their assumptions, the township’s required pension contribution
will increase. Because it is not pre-funding OPEB benefits as they accrue, OPEB costs will likely escalate as the number of retirees it
covers grows and retirees age.

ESG considerations
Environmental
Although environmental risks are of consequence for the borough of Edgewater, they are offset by its very favorable location. According
to data from Moody's affiliate Four Twenty Seven, the borough has medium exposure to water stress, heat stress, and sea level rise. The
borough has high exposure to hurricanes.
Social
Social factors, including wealth and resident income are important to Edgewater's credit quality. These factors are discussed above in
the economy section.
Governance
The borough has a history of conservative budgeting and routinely increases the tax levy by modest amounts, which has led to
materially stronger finances. Management also routinely appropriates only what it expects to be able to replenish.
New Jersey municipalities have an Institutional Framework score 1 of "Aa," or strong. Revenues are moderately predictable and mostly
consist of property taxes; however, cities are required to make county and school district tax levies whole in the event of tax appeals.
Revenue-raising ability is moderate as cities are constrained by a 2% cap on the property tax levy. Cities can raise the levy above the
cap for debt service, pensions and certain qualified expenses. Expenditures, which primarily consist of personnel and public safety, are
highly predictable. Cities have a moderate ability to adjust costs given the presence of collective bargaining and high fixed costs.
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Rating methodology and scorecard factors
The US Local Government General Obligation Debt methodology includes a scorecard, a tool providing a composite score of a local
government’s credit profile based on the weighted factors we consider most important, universal and measurable, as well as possible
notching factors dependent on individual credit strengths and weaknesses. Its purpose is not to determine the final rating, but rather to
provide a standard platform from which to analyze and compare local government credits.
Exhibit 3
Edgewater (Borough of) NJ
Scorecard Factors and Subfactors

Economy/Tax Base (30%)

Measure

Score

[1]

Tax Base Size: Full Value (in 000s)
Full Value Per Capita
Median Family Income (% of US Median)

$3,880,473

Aa

$301,045

Aaa

188.5%

Aaa

32.0%

Aaa

4.5%

A

36.9%

Aaa

8.2%

A

Aa

Aa

1.0x

A

1.3%

Aa

Finances (30%)
Fund Balance as a % of Revenues
5-Year Dollar Change in Fund Balance as % of Revenues
Cash Balance as a % of Revenues
5-Year Dollar Change in Cash Balance as % of Revenues
Management (20%)
Institutional Framework
Operating History: 5-Year Average of Operating Revenues / Operating Expenditures (x)
Debt and Pensions (20%)
Net Direct Debt / Full Value (%)
Net Direct Debt / Operating Revenues (x)
3-Year Average of Moody's Adjusted Net Pension Liability / Full Value (%)
3-Year Average of Moody's Adjusted Net Pension Liability / Operating Revenues (x)

1.6x

A

1.4%

Aa

1.8x

A

Scorecard-Indicated Outcome

Aa2

Assigned Rating

Aa2

[1] Economy measures are based on data from the most recent year available.
[2] Notching Factors are specifically defined in the US Local Government General Obligation Debt methodology.
[3] Standardized adjustments are outlined in the GO Methodology Scorecard Inputs publication
Fund balance figures reflect Moody's adjustments
Sources: US Census Bureau, Borough of Edgewater’s financial statements and Moody’s Investors Service

Endnotes
1 The institutional framework score assesses a municipality’s legal ability to match revenues with expenditures based on its constitutionally and legislatively
conferred powers and responsibilities. See US Local Government General Obligation Debt (July 2020) methodology report for more details.
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