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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT

To the Board of Commissioners
Passaic Housing Authority:

Report on the Financial Statements

We have audited the accompanying financial statements of the Passaic Housing Authority ("the Authority") as of
and for the years ended December 31, 2013 and 2012, and the related notes to the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the accompanying table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America. This includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from materia! misstatement, whether due to fraud or error.

Auditor’s Responsibility

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

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

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

252 Washington Street 732-503-4257 Main
Suite B 732-341-1424 Fax
I'oms River, NJ 08753 www. falloncpa.com



INDEPENDENT AUDITOR'S REPORT (continued)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Passaic Housing Authority as of December 31, 2013 and 2012, and the respective changes in
financial position and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Passaic Housing Authority's basic financial statements. The schedule of expenditures of federal
awards, as required by Office of Management and Budget Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations is presented for purposes of additional analysis and is not a required part of the
basic financial statements. The accompanying financial data schedule and schedule of capital fund program costs
and advances are also not required parts of the financial statements and are presented for the purposes of
additional analysis as required by the U.S. Department of Housing and Urban Development.

The schedule of expenditures of federal awards, financial data schedule and schedule of capital fund program
costs and advances 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 audits 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 schedule of expenditures of federal awards, financial data schedule and schedule of capital
fund program costs and advances are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.

1=d



INDEPENDENT AUDITOR'S REPORT (continued)

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 27, 2014 on our
consideration of the Passaic Housing Authority’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 Passaic Housing Authority's internal control over financial reporting and
compliance.

June 27,2014 74%45 & Zm MP

Toms River, New Jersey
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PASSAIC HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
DECEMBER 31, 2013

As Management of the Authority, we offer readers of the Authority’s financial statements this
narrative overview and analysis of the financial activities of the Authority for the fiscal year
ended December 31, 2013. We encourage readers to consider the information presented here
in conjunction with the Authority's financial statements as presented elsewhere in this Report.

A- Financial Highlights

1- The assets of the Authority exceeded its liabilities at the close of the most recent
fiscal year by $17,446,026 (net position) as opposed to $19,268,718 for the prior fiscal
year.

2 — As of the close of the current fiscal year, the Authority's Proprietary Fund reported
ending Unrestricted Net Position of $5,018,455.

3 — The Authority’s cash and cash equivalent balance (excluding restricted cash) at
December 31, 2013 was $5,804,152 representing a decrease of $658,756 from the
orior fiscal year.

4 — The Authority had Total Operating Revenues of $21,893,437 and Total Operating
Expenses of $24,785,785 including $1,409,630 for depreciation for the year ended
December 31, 2013.

5 — The Authority’s capital outlays for the fiscal year were $1,065,501, of which
$815,349 was funded from the Authority's Capital Fund Program.

6 — The Authority’s Expenditures of Federal Awards amounted to $20,883,773 for the
fiscal year.

B - Using the Annual Report

1 — Management'’s Discussion and Analysis

The Management's Discussion and Analysis is intended to serve as an
introduction to the Authority’s financial statements. The Authority’s Financial
Statements and Notes to Financial Statements included in the this Report were
prepared in accordance with GAAP applicable to governmental entities in the
United States of America for Proprietary Fund types.

2 —Financial Statements

The financial statements are designed to provide readers with a broad
overview of the Authority's finances, in a manner similar to a private-sector
business. They consist of Comparative Statements of the Net Position,
Comparative Statements of Revenues, Expenses and Changes in Net Position
and Statements of Cash Flows.

The Comparative Statements of Net Position presents information on all the
Authority's assets and liabilities, with the difference between the two reported
as net position. Increases or decreases in net position will serve as a useful
indicator of whether the financial position of the Authority is improving or
deteriorating.



PASSAIC HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

B - Using the Annual Report (continued)
2 -Financial Statements {continued)

The Comparative Statements of Revenues, Expenses and Changes in Net
Position present information showing how the Authority’s net position changed
during the most recent fiscal year. All changes in net position are reported as
soon as the underlying event giving rise to the change occurs, regardless of
the timing of unrelated cash flows. Thus, revenues and expenses are reported
in this statement for some items that will only result in cash flows in future fiscal
periods (e.g.; depreciation and earned but unused vacation leave).

The financial statements report on the Authority's activities. The activities are
primarily supported by HUD subsidies and grants. The Authority's function is
to provide decent, safe and sanitary housing to low income and special needs
populations. The financial statements can be found on pages 12 through 15.

3 - Notes to Financial Statements

The Notes to Financial Statements provide additional information that is
essential to a full understanding of the data provided in the financial
statements. The Notes to Financial Statements can be found in this Report
after the financial statements.

4 - Supplemental Information

The Schedule of Expenditures of Federal Awards is presented for purpose of
additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-profit
Organizations. The schedule of expenditures of Federal awards can be found
on page 35 of this report.

C — The Authority as a Whole

The Authority’s Net Position decreased during the fiscal year by $1,822,692. The
Authority's revenues consist primarily of rents and subsidies and grants received from
HUD. The Authority receives subsidies each month based on a pre-approved amount
by HUD. Grants are drawn down based on need against a pre-authorized funding
level. During the current fiscal year, HUD required the Authority to utilize $1,169,964 of
restricted reserves for HAP expenses.

By far, the largest portion of the Authority’s net position reflects its net investment in
capital assets (e.g., land, buildings, equipment and construction in progress). The
Authority uses these capital assets to provide housing and services for its’ tenants,
consequently, they are not available for future spending. The unrestricted net position
of the Authority is available for future use to provide program services.



PASSAIC HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

D - Budgetary Highlights

For the year ended December, 2013, individual program or grant budgets were
prepared by the Authority and were approved by the Board of Commissioners. The
budgets were primarily used as a management tool and have no legal stature. The
budgets were prepared in accordance with the accounting procedures prescribed by
the applicable funding agency.

Comparison Budget vs. Actual - Low Income Public Housing Exculding the COCC

Fav. /{Unfav.) %
Budget Actual Variance Variance

Tenant Rental Revenue $ 2956998 $ 2939532 § (17,467) -0.59%
Other Income 108,863 133,321 24,458 22.47%

Total Operating Revenue 3,065,862 3,072,853 6,991 0.23%
Operating Expenses:
Administrative 1,330,040 1,397,141 (67,101) -5.05%
Tenant Services 301,371 315,025 {13,654) -4.53%
Utilities 1,689,024 1,740,039 {51,015) -3.02%
Maintenance 2,137,293 2,100,471 36,822 1.72%
Protective Services 398,394 221,675 176,719 44.36%
General Expense 478,833 428,339 50,494 10.55%

Total Operating Expenses 6,334,955 6,202,690 132,265 2.09%
Residual Receipts/{Deficit) (3,269,093) (3,1208,837) 139,256 4.26%
Operating Subsidy 2,887,085 2,710,235 (176,850) -6.13%
Operating Transfer Inf{Out) 280,000 89,839 {190,161) -67.91%
Gain on Disposal of Cap Assets - 209,635 209,635 0.00%
Depreciation Expense - (1,360,277) {1,360,277) 100.00%
Residual Receipts/{Deficit) $ (102,008) $ (1,480,405) $ (1,378,397) -1351.26%

Although the Authority does not budget for depreciation or disposal of assets, it has
recorded depreciation for fiscal year ended December 31, 2013. Since depreciation
does not affect unrestricted net position, the residual receipts account, when adjusted
for depreciation would decrease to $120,128.



PASSAIC HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

Net Position:
Cash & Equivalents
Other Assets
Capital Assets

Total Assets
Current Liahilities
Non Current Liabilities

Total Liabilities
Net Investment in Capital Assets
Restricted Net Position
Unrestricted Net Position
Total Net Pasition

Net Position & Liabilities
Revenues & Expenses:
Tenant Rental Revenue
HUD Operating Grants
Other Revenue

Total Operating Revenue
Operating Expenses:
Administrative
Tenant Services
Utilities
Maintenance
Insurance and General Expenses
Houisng Assistance Payments
Depreciation
Protective Services
Total Operating Expenses

Operating Income (Loss)

Gain (Loss) on Sale of Fixed Assets
Interest Income

Capital Grants

Increasef(Decrease) in Net Position

Beginning Net Position
Ending Net Position

12/31/2013  12/31/2012 2 Net Change

5804,152 $ 7,632,872 $  (1,828,720)
613,335 230,291 383,044
12,630,808 13,013,241 (382,433)
19,048,295 20,921,608~ (1,828,109)
649,179 691,059 (41,880)
953,090 916,627 36,463
1,602,269 ' 1,607,686 (5,417)
12,427,571 13,013,241 (585,670)
. 1,169,964 {1,169,964)
5,018,455 5,085,513 {67,058)
17,446,026 19,268,718 (1,822,692)
19,048,295 § 20,876,404 $  (1,828,109)
2,939,532 $ 2,949,283 $ (9,751)
18,796,890 20,103,178 {1,306,288)
157,015 284,815 (127,800)
21,893,437 23,337,276 (1,443,839)
2,452,823 2,276,508 176,315
354,387 287,973 66,414
1,740,039 1,621,431 118,608
2,143,995 2,323,979 (179,984)
597,435 624,155 (26,720)
15,672,755 15,314,396 358,359
1,409,629 1,313,385 96,244
414,722 457,395 (42,673)
24,785,785 24,219,222 566,563
(2,892,348) (881,946) (2,010,402)
209,635 {4,938) 214,573
44,672 28,542 16,130
815,349 589,220 226,129
{1,822,692) (269,122) (1,553,570)
19,268,718 19,537,840 {269,122)
17,006,026 S 19,268,718 $ (1,822,692




PASSAIC HOUSING AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

The Following Charts illustrate the Authority’s financial activity on the previous
page.

Revenue by Category

Operating Grants, Other Revenue,
3,156,138 411,322

Tenant Revenue,

. 2,939,532
Capital Grants,

815,349

HCV Grants,

15,640,752

December 2013 Revenuesvs. December 2012
Revenues
$25,000,000 +
P
$20,000,000 <
$15,000,000 -+
$10,000,000 -
$5,000,000 -+
s‘ - B
2013 2012
® Tenant Rental Revenue $2,939,532 $2,949,283
B HUD Operating Grants 18,796,890 20,103,178
= Other Revenue 411,322 308,419
B HUD Capital 815,349 589,220




PASSAIC HOUSING AUTHORITY
MANAGEMENT'S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

Operating Expenses 2013

Tenant
General Protective  DEPrECIation Services
: 6% 1%
Expenses Services . .
2% 2%, Administration

Maintenace 10%

9%

2013 Expenses vs. 2012 Expenses

16,000,000
L o - m Administrative
14,000,000
e | Tenant Services
12,000,000
L = Utilities
10,000,000
L~ | Maintenance
8,000,000
B Protective Servi
6,000,000 jve Services
HG I
4,000,000 < enera
P Pa Tils
2,000,000 w HAP Payments
o Depreciation

2013 2012

E - Summary of Programs Administered

Conventional Public Housing — Under the Conventional Public Housing Program, the
Authority rents units that it owns to low-income households. The Conventional Public
Housing Program is operated under an Annual Contributions Contract (ACC) with
HUD, and HUD provides Operating Subsidy and Capital Grant funding to enable the
PHA to provide the housing at a rent that is based upon 30% of household income.
The Conventional Public Housing Program alse includes the Capital Fund Program,
which is the primary funding source for physical and management improvements to the
Authority’s properties.



PASSAIC HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

Housing Choice Voucher Program — Under the Housing Choice Voucher Program,
the Authority administers contracts with independent landlords that own the property.
The Authority subsidizes the family's rent through a Housing Assistance Payment
made to the landlord. The program is administered under and Annual Contributions
Contract (ACC) with HUD. HUD provides Annual Contributions Funding to enable the
Authority to structure a lease that sets the participants’ rent at 30% of household
income.

F — Summary of Significant Changes from Fiscal Year December 31, 2012 to 2013:

) Cash and cash equivalents {excluding restricted cash) decreased $658,756
primarily as a result of the Authority replacing in excess of $247,000 in capital
assets damaged by storms; spending $116,233 in costs to convert to HUD's
Rental Assistance Demonstration program and an increase in operating
expenses of $111,959 (excluding HAP and depreciation expense).

. Accounts Receivable Miscellaneous increased primarily due to insurance
claims submitted for damages related to Hurricane Irene during August 2011
that were not received.

o Restricted cash decreased $1,169,964 as HUD required the Authority to utilize
all of its previously restricted reserves to pay housing assistance payments to
landlords.

) Other assets increased $116,233 as the Authority is accumulating the costs for

future amortization relating to the costs to convert certain developments to
HUD's Rental Assistance Demonstration program.

) The Authority’s operating grants decreased $1,306,288. The following
accounts showed significant variances:

1. Low Rent Public Housing Operating subsidies decreased $621,655
2. Housing Choice Voucher Subsides decreased $553,827
3. Capital Fund Operating grants decreased $124,272
4. R.0.S.S. Grant decreased $6,534
) Other revenues decreased $127,800 primarily due to the Authority recognizing

$68,379 in revenues from insurance proceeds from damages sustained from
Hurricane Irene in 2011 and a reduction of portable tenant admin fees.

. The increase in utility costs of $118,608 can be atiributed to an increase in
electricity costs of $60,311 and utility labor and benefits of $41,311.

. The increase in administrative costs of $176,314 can be attributed primarily to
an increase in salaries and employee benefits costs of $131,660 and other
costs (FDS Line 91900) of $33,962.

- The decrease in maintenance costs of $179,984 is primarily attributable to
extensive storm damage in AMP 2 in which expenditures were capitalized in
accordance with the Authority's capitalization policy.

. The Authority's HAP payments increased $358,359 from 2012 to 2013

primarily due to the Authority leasing an additional 132 unit months and
increasing the payment standards for participating landlords.

10



PASSAIC HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (continued)
DECEMBER 31, 2013

G — Capital Assets and Debt Administration

1 - Capital Assets

As of December 31, 2013, the Authority's investment in capital assets for its Proprietary
Fund was $12,630,808 (net of accumulated depreciation). This investment in capital
assets includes land, buildings, equipment and construction in progress.

Additional informational on the Authority's capital assets can be found in Note & to the
Financial Statements which is included in this Report.

2 —Long Term Debt

As of December 31, 2013, the Authority has no interest bearing long-term debt.
However, as discussed in note 13 of the financial statements, the Autherity has entered
into a repayment agreement with HUD. The original amount of that agreement was
$590,042.

Beginning in 2007, the Authority is to repay HUD in the amount of $19,668 per annum

through 2036. The amount is interest free and unsecured. As of December 31, 2013,
$452,366 remains payable.

H - Economic Factors and Next Year's Budgets and Rates

The following factors were considered in preparing the Authority’s budget for the fiscal
year ending December 31, 2014

1 = The state of the economy, particularly, unemployment and current world affairs.
2 — The possible cut-back on HUD subsidies and grants by Congress.

3 - The continued increases of health insurance costs.

| — Contacting the Authority’s Financial Management

The financial report is designed to provide a general overview of the Authority’s
finances for all those with an interest. Questions conceming any of the information
provided in this report or requests for additional financial information should be
addressed to Vincent Wynter, Director of Finance and Operations, Housing Authority of
the City of Passaic, 52 Aspen Place, Passaic, NJ 07055

11
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PASSAIC HOUSING AUTHORITY

COMPARATIVE STATEMENTS OF NET POSITION

AS OF DECEMBER 31, 2013 AND 2012

ASSETS

Current assets:
Cash and cash equivalents
Accounts receivable - HUD
Accounts receivable - tenants, net
Accounts receivable - miscellaneous
Prepaid expenses

Total current assets

Non-current assets:
Restricted cash and cash equivalents
Other assets
Capital assets, net

Total non-current assets

Total assets

LIABILITIES

Current liabilities:

Accounts payable

HUD liability - current portion

Accounts payable - other government

Accrued expenses

Accrued compensated absences, current

Tenant security deposits

Prepaid tenant rent

Total current liabilities

Non-current liabilities:
Accrued compensated absences, non-current
Non-current liabilities, other

Total non-current liabilities

Total liabilities

NET POSITION
Net position:
Net investment in capital assets
Restricted
Unrestricted

Total net position

See accompanying noles to financial statements.

2013 2012
$ 5804152 $ 6,462,908
- 966
20,319 41,698
258,090 2,109
218.693 185,518
6,301,254 6,693,199
. 1,169,964

116,233 -
12,630.808  _13.013.24]
12,747,041 14,183,205
19,048205  _20,876.404
163,611 167,820
19,668 19,668
121,545 130,820
83,273 88,183
57,821 74,532
191,208 190,409
12,053 19,627
649,179 691,059
520,392 464,261
432,608 452,366
953,090 916,627
1,602,269 1.607.686
12,427,571 13,013,241
- 1,169,964
5018455 5085513
$_17.446,026  $_19268.718




PASSAIC HOUSING AUTHORITY

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES

AND CHANGES IN NET POSITION

FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Operating revenues:
Tenant revenue
HUD grants
Other revenues

Total operating revenue
Operating expenses:
Administrative
Tenant services
Utilities
Ordinary maintenance and operations
Protective services
Insurance and general expenses
Housing assistance payments
Depreciation
Total operating expenses
Operating income (loss)
Non-operating revenues (expenses):
Gain (loss) on disposal of fixed assets
Investment income
Net non-operating revenues {expenses)
Income (loss) before capital grants
Capital grants
Changes in net position

Total net position, beginning of year

Total net position, end of year

See accompanying notes to financial statements.

2013 2012
$ 2939532 § 2949283
18,796,890 20,103,178
157.015 284,815
21.893.437 23.337.276
2,452,822 2,276,508
354,387 287,973
1,740,039 1,621,431
2,143,995 2,323,979
414,722 457,395
597,435 624,155
15,672,755 15,314,396
1,409,630 1.313.385
24,785,785 24.219.222
(2.892.348) (881.946)
209,635 (4,938)
44.672 28.542
254,307 23.604
(2,638,041) (858,342)
815,349 589220
(1,822,692) (269,122)
19.268.718 19.537.840
$_17.446026  $_19.268.718



PASSAIC HOUSING AUTHORITY
COMPARATIVE STATEMENTS OF CASH FLOWS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

2013 2012
Cash Flows from Operating Activities:

Cash received from tenants and other revenues $ 3,003,108 §$ 3,363,102

Cash received from grantors 18,797,856 19,997,582

Cash paid to suppliers {20,994,561) (20,345,156)

Cash paid to employees (2.509.975) (2.298.717)
Net cash flows provided (used) by operating activities (1.603.572) 716.811

Cash Flows from Capital and Related Financing Activities:

Purchases of capital assets {1,065,501) {614,240)

Proceeds from insurance recovery - 45,706

Capital grants 815349 589.220
Net cash flows provided (used) by capital

and related financing activities (250.152) 20.686
Cash Flows from Noncapital Financing Activities:

Repayment of ineligible costs {19.668) (19.668)

Net cash flows provided (used) by noncapital financing activities (19.668) (19.668)
Cash Flows from Investing Activities:

Investment income 44.672 28,542
Net cash flows provided by investing activities 44,672 28.542
Net increase (decrease) in cash (1,828,720) 746,371

Cash and cash equivalents, beginning of year 7.632.872 6.886.501
Cash and cash equivalents, end of year $__5804.152 §__7.632.872

See accompanying notes to financial statements.



PASSAIC HOUSING AUTHORITY

COMPARATIVE STATEMENTS OF CASH FLOWS (continued)
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

Reconciliation of operating gain (loss) to
net cash provided (used) by operating activities:

Operating gain (loss)

[tems which did not use cash:
Depreciation
Bad debts

Changes in operating assets and liabilities:
Accounts receivable - HUD
Accounts receivable - tenants
Accounts receivable - miscellaneous
Prepaid expenses
Other assets
Accounts payable
Accounts payable - other government
Accrued expenses
Accrued compensated absences
Tenant security deposits
Prepaid tenant rent
Other liabilities

Net cash provided (used) by operating activities

A reconciliation of cash and cash equivalents
to Statements of Net Position is as follows:

Unrestricted cash and cash equivalents
Restricted cash and cash equivalents

See accompanying notes to financial statements.
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$ (2,892,348) § (881,946)

1,409,630 1,313,385
5417 8,973
966 -
15,962 (17,832)
(8,043) 211,971
(33,175) (1,130)
(116,233) -
(13,484) 117,858
- (108,799)
(4,910) 11,298
39,420 105,041
799 2,278
(7,573) 4,169
- (48.455)

$_(1603.572) S___ 716811
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$ 5,804,152 $ 6,462,908
- 1.169.964

$ 5.804.152 § 7.632.872
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NOTE 1.

PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization

The Passaic Housing Authority ("the Authority”) is a governmental, public corporation created
under federal and state housing laws as defined by State statute (N.J.S.A. 4A: 12A-1, et. Seq., the
“Housing Authority Act™) for the purpose of engaging in the development, acquisition and
administrative activities of the low-income housing program and other programs with similar
objectives for low and moderate income families residing in the City of Passaic. The Authority is
responsible for operating certain low-rent housing programs administered by the U.S. Department
of Housing and Urban Development ("HUD"). These programs provide housing for eligible
families under the United States Housing Act of 1937, as amended.

The Authority is governed by a board of commissioners which is essentially autonomous but is
responsible to HUD and the State of New Jersey Department of Community Affairs, An
executive director is appointed by the Housing Authority’s Board to manage the day-to-day
operations of the Authority.

B. Description of Programs

The Authority maintains its accounting records by program. A summary of the significant
programs operated by the Authority is as follows:

Low Rent Public Housing Program
The public housing program is designed to provide low-cost housing. Under this program, HUD

provides funding via an annual contributions contract. These funds, combined with the rental
income received from tenants, are available solely to meet the operating expenses of the program.

Housing Assistance Payments Program - Section 8
The Authority administers a program of rental assistance payments to private owners on behaif of

eligible low-income families under Section 8 of the Housing and Urban Development Act of
1974. The program provides payments covering the difference between the maximum rental on a
dwelling unit, as approved by HUD, and the amount of rent contribution by a participating
family.

Public Housing Capital Fund Program

The purpose of the Capital Fund Program is to provide another source of funding to cover the
cost of physical and management improvements and rehabilitation on existing low-income
housing and improving the central office facilities. Funding for this program is provided by grants
from HUD.

Resident Opportunity and Supportive Services Program

The purpose of the Resident Opportunities and Self Sufficiency (ROSS) grant program is to
provide funds for job training and supportive services to help residents of public housing
transition from welfare to work. ROSS also provides funding to link elderly/disabled residents to
critical services which can help them continue to live independently.
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PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Reporting Entity

In accordance with Statement No. 61 of the Government Accounting Standards Board (“GASB™),
the Authority’s basic financial statements include those of the Passaic Housing Authority and any
component units. Component units are legally separate, tax-exempt organizations whose majority
of officials are appointed by the primary government or the organization is fiscally dependent on
the primary government and there is a potential for those organizations either to provide specific
financial benefits to, or impose specific financial burdens on, the primary government. An
organization has a financial benefit or burden relationship with the primary government if any
one of the following conditions exist:

1. The primary government (Authority) is legally entitled to or can otherwise access the
organization's resources.

2. The primary government is legally obligated or has otherwise assumed the obligation to
finance the deficits of, or provide financial support to, the organization.
3. The primary government is obligated in some manner for the debt of the organization.

Based on the application of the above criteria, this report includes all programs and activities
operated by the Authority. There were no additional entities required to be included in the
reporting entity under these criteria in the current fiscal year. Furthermore, the Authority is not
included in any other reporting entity on the basis of such criteria.

D. Basis of Accounting

The Authority's financial statements are prepared in accordance with GASB Statement No. 34,
Basic Financial Statements and Management's Discussion and Analysis for State and Local
Governments ("GASB 34"), as amended. GASB 34 requires the basic financial statements to be
prepared using the economic resources measurement focus and the accrual basis of accounting
and requires the presentation of a Statement of Net Position, a Statement of Revenues, Expenses
and Changes in Net Position and Statement of Cash Flows. GASB 34 also requires the Authority
to include Managements' Discussion and Analysis as part of the Required Supplemental
Information.

The Authority's primary source of non-exchange revenue relates to grants and subsidies. In
accordance with GASB Statement No. 33, Accounting and Financial Reporting for Non-
exchange Transactions, grant and subsidy revenue are recognized at the time eligible program
expenditures occur and/or the Authority has complied with the grant and subsidy requirements.
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NOTE 1.

PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
D. Basis of Accounting (continued)

In accordance with GASB Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Activities that Use Proprietary Fund Accounting, the
Authority has elected to apply all Financial Accounting Standards Board pronouncements,
Accounting Principles Board Opinions, and Accounting Research Bulletins issued that do not
conflict with or contradict GASB Pronouncements.

On January 30, 2008, HUD issued P/H Notice 2008-9, which among other things, clarifies
HUD’s reporting position that unused housing assistance payments ("HAP"), under proprietary
fund reporting, should be reported as restricted net position with the associated cash and
investments also being reported as restricted. Any unused administrative fees should be reported
as unrestricted net position, with the associated assets being reported as unrestricted.

In accordance with GASB Statement No. 9, Reporting Cash Flows of Proprietary and
Nonexpendable Trust Funds and Governmental Entities that Use Proprietary Fund Accounting,
the aforementioned funds are treated as restricted cash and cash equivalents on the Authority's
Statements of Net Position and Cash Flows.

Both administrative fee and HAP revenues continue to be recognized under the guidelines set
forth in GASB Statement No. 33. Accordingly, both the time and purpose restrictions, as defined
by GASB 33, are met when these funds are available and measurable, not when these funds are
expended. The Housing Choice Voucher program is no longer a cost reimbursement grant,
therefore the Authority recognizes unspent administrative fee and HAP revenue in the reporting
period as revenue for financial statement reporting.

Any investment income earned on these funds are reflected in the net position account on which
the investment income was earned. That is; investment income earned on HAP cash balances are
credited to the HAP restricted net position account and investment income earmed on
administrative fee cash balances are credited to the unrestricted net position account.

E. Cash and cash equivalents

New Jersey Authorities are required by N.J.S.A. 40A:5-14 to deposit public funds in a bank or
trust company having its place of business in the State of New Jersey and organized under the
laws of the United States, or the State of New Jersey, or the New Jersey Cash Management Fund.
N.J.S.A. 40A:5-15.1 provides a list of securities which may be purchased by New Jersey
Authorities. The Authority is required to deposit funds in public depositories protected from loss
under the provisions of the Governmental Unit Deposit Protection Act ("GUDPA"). GUDPA
was enacted in 1970 to protect governmental units from a loss of funds on deposit with a failed
banking institution in New Jersey,

N.J.S.A. 17:9-42 requires governmental units to deposit public funds only in public depositories
located in New Jersey, when the funds are secured in accordance with the act.
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PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
E. Cash and cash equivalents {continued)

HUD requires housing authorities to invest excess funds in obligations of the United States,
Certificates of Deposit, or any other federally insured investment.

HUD also requires that deposits be fully collateralized at all times. Acceptable collateralization
includes FDIC insurance and the market value of securities purchased and pledged to the political
subdivision. Pursuant to HUD restrictions, obligations of the United States are allowed as security
for deposits. Obligations furnished as security must be held by the Authority or with an
unaffiliated bank or trust company for the account of the Authority.

It is the Authority's policy to maintain collateralization in accordance with state and HUD
requirements,

F. Accounts Receivable - tenants, net

Rents are due from tenants on the first day of each month. As a result, accounts receivable
balances primarily consist of rents past due and vacated tenants. An allowance for doubtful
accounts is established to provide for all accounts, which may not be collected in the future for
any reason. Collection losses on accounts receivable are charged against the allowance for
doubtful accounts.

The Authority recognizes a receivable from HUD and other governmental agencies for amounts
billed but not received and for amounts unbilled, but earned as of year-end.
G. Prepaid Expenses

Prepaid expenses represent amounts paid as of year-end that will benefit future operations.

H. Inventory

Inventory, consisting mainly of materials and supplies, is valued at its lower of cost or market
using the first-in first-out cost method.

1. Capital Assets, net

Capital assets are stated at cost. Expenditures for repairs and maintenance are charged directly
to expense as they are incurred. Expenditures determined to represent additions or betterments
are capitalized. Upon the sale or retirement of capital assets, the cost and related accumulated
depreciation is eliminated from the accounts and any related gain or loss is reflected in the
Statement of Revenues, Expenses and Changes in Net Position.
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PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
1. Capital Assets, net (continued)

Depreciation is calculated using the straight-line method based on the estimated useful lives of
the following asset groups:

o Buildings 40 Years

° Leasehold Improvements 15 Years
Furniture and Equipment 5 Years

° Computers 3 Years

The Authority has established a capitalization threshold of $2,000.

J. Compensated Absences

Compensated absences represent amounts to which employees are entitled to based on
accumulated leave earned in accordance with the Authority's Personnel Policy. Employees may
be compensated for accumulated vacation leave in the event of retirement or termination from

service at the current salary. Employees may be compensated for sick leave at retirement or
termination at the current salary to a maximum of $15,000.

K. Prepaid Rent

The Authority’s prepaid rent primarily consists of the prepayment of rent by residents.

L. Grants advanced

The Authority's grants advanced primarily consists of receipts of HUD and other governmental
program funding applicable to future periods.

M. Inter-program Receivables and Payables

Inter-program receivables/payables are current, and are the result of the use of the Public Housing
Program as the common paymaster for shared costs of the Authority. Cash settiements are made

periodically, and all inter-program balances net zero. In accordance with GASB Statement No.
34, interprogram receivables and payables are eliminated for financial statement purposes.

N. Taxes

The Authority is a unit of local government and is exempt from real estate, sales and income
taxes.
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PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
O. Operating Revenues and Expenses

The Authority defines its operating revenues as income derived from charges to residents and
others for services provided, as well as government subsidies and grants used for operating
purposes. Operating expenses are costs incurred in the operation of its program activities to
provide services to residents and others. The Authority classifies all other revenues as non-
operating.

P. Use of Management Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain 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. Significant estimates include the allowance
for doubtful accounts, accrued expenses and other liabilities, depreciable lives of properties and
equipment, and contingencies. Actual results could differ significantly from these estimates.

Q. Equity Classifications
Equity is classified as net position and displayed in three components:

Net investment in capital assets - Consists of capital assets including restricted capital assets,
net of accumulated depreciation and reduced by the outstanding balances of any bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction or
improvement of those assets.

Restricted net position - Consists of net position with constraints placed on the use either by (1)
external groups such as creditors, grantors, contributors, laws or regulations of other
governments; or (2) law through constitutional provisions or enabling legislation.

Unrestricted net position - All other net position that do not meet the definition of "restricted” or
"net investment in capital assets."

R. Economic Dependency

The Section 8 and Low Rent Housing programs of the Authority are economically dependent on
operating grants and subsidies from HUD. The programs operate at a loss prior to receiving the
grants.
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NOTE 2.

PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
S. Budgets and Budgetary Accounting

The Authority is required by contractual agreements to adopt annual, appropriated operating
budgets for all its programs receiving federal expenditure awards. All budgets are prepared on a
HUD basis, which is materially consistent with accounting principles generally accepted in the
United States of America.

All appropriations lapse at HUD's program year end or at the end of grant periods.

T. Impairment of Long Lived Assets

The Authority evaluates events or changes in circumstances affecting long-lived assets to
determine whether an impairment of its assets has occurred. If the Authority determines that a
capital asset is impaired, and that impairment is significant and other-than-temporary, then an
impairment loss will be recorded in the Authority's financial statements.

CASH AND CASH EQUIVALENTS

At December 31, 2013 and 2012, the Authority had funds on deposit in checking and money
market accounts.

For the fiscal years ended December 31, 2013 and 2012, the carrying amount of the Authority's
cash (including restricted cash) was $5,804,152 and $7,632,872 and the bank balances were
$5,957,646 and $7,821,288, respectively.

Of the bank balances, $518,070 and $259,401 were covered by federal depository insurance and
the remaining $5,439,576 and $7,561,887 were collateralized with the pledging financial
institution for the fiscal years ended December 31, 2013 and 2012, respectively.

Cash Account 2013 2012
Insured:
FDIC $ 518070 § 259,401
Collateralized:
Governmental Unit Depository
Protection Act 5,439.576 7.561.887

$_5.957.646 $_7.821.288

Custodial credit risk is the risk that, in the event of a bank failure, the government's deposits may
not be returned to it. The Authority does not have a formal policy for custodial credit risk. As of
December 31, 2013 and 2012, the Authority's bank balances were not exposed to custodial credit
risk.

I
[EN]



NOTE 3.

NOTE 4.

NOTE 5.

PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

ACCOUNTS RECEIVABLE
A. Accounts receivable - tenants, net

Accounts receivable - tenants, net are shown net of an allowance for doubtful accounts of
$16,704 and 34,041 as of December 31, 2013 and 2012, respectively.

B. Accounts receivable - miscellaneous

Accounts receivable - miscellaneous consisted of amounts due from the Public Housing
Authorities Joint Insurance Fund for insurance claims as a result of damages caused by Hurricane
Irene in 2011, portable tenants in the Housing Choice Voucher program and unreimbursed
expenditures from various grant programs. The amounts are shown net of an allowance for
doubtful accounts of $40,050 and $40,050, respectively, as of December 31, 2013 and 2012,
respectively.

PREPAID EXPENSES

The Authority contributed funds to Housing Authority Risk Retention Group at inception.
Amounts are held as prepaid insurance expenses as balances will be used to supplement insurance
as needed. For the years ended December 31, 2013 and 2012 prepaid insurance expense totaled
$218,693 and $185,518, respectively .

RESTRICTED CASH

Restricted cash consists of the following at December 31, 2013 and 2012:

Cash Category 2013 2012
Housing Assistance Payments reserves b : $ 1.169.964

Housing assistance payment reserves are restricted for use only in the Housing Choice Voucher
Program for tenant rents.



PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 6. CAPITAL ASSETS, NET

A summary of the changes in capital assets during the year ended December 31, 2013 were as

follows:
December 31, December 31,
Description 2012 Additions Disposals Trnsfers 2013
Non-depreciable capilal assets:
Land $ 1,946,351 § - $ - 5 - § 1,946,351
Construction in progress 1.425.361 815,349 - (692.213) 1.548.497
Total 3371.712 R15.349 - (692.213) 3.494.848
Depreciable capital assets:
Buildings and improvements 62,944,843 58,483 (66,085) 607,479 63,544,720
Leasehold improvements 2,606,080 44,954 (28,000 28,128 2,651,162
Furniture and equipment 1.892.713 146,715 (85.888) 56.606 2.010.146
Total 67.443.636 250.152 {179,973} 692.213 68.206,028
Less: accumulated depreciation 57.802.107 1.409.630 (141.669) - 59.070.068
Net capital assets $ 13013241 §__(344.129} $__ {38.304) ) - $_12.630.808

A summary of the changes in capital assets during the year ended December 30, 2012 were as

follows:
December 31, December 31,
Description 2011 Additions Disposals Transfers 2012
Non-depreciable capital asscts:
Land $ 1,946,351 $ - $ - $ - § 1,946,351
Construction in progress 3.070.888 587.924 (50,645} {2.182.806} 1.425.361
Total 5.017.239 587.924 (50.645) (2.182 R0} 3.371.712
Depreciable capital assets:
Buildings and improvements 61,574,334 - - 1,370,509 62,944,843
Leasehold improvements 1,936,267 - - 669,813 2,606,080
Furniture and equipment 1,723.913 26,316 - 142,484 1.892.713
Total 65.234.514 26.316 - 2.182.806 67.443.636
Less: accumulated depreciation 56.488.723 1.313.385 (1 - 57.802,107
Net capital assels $_13.763.030  $_(699.145) $___{50644) § - $ 13.013.241

For the years ended 2013 and 2012, depreciation expense totaled $1,409,630 and $1,313,385,
respectively.



PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

NOTE 7. ACCRUED COMPENSATED ABSENCES

The Authority uses the vesting method for the recording of compensated absences whereas
benefits are accrued for which payment is probable. As of December 31, 2013 and 2012, the
Authority had accrued compensated absences as follows:

2013 2012
Beginning compensated absences $ 538,793 % 433,752
Compensated absences earned 261,086 247,074
Compensated absences redeemed (221.,666) (142.033)
Ending compensated absences 578,213 538,793
Less: current portion 57.821 74,532
Compensated absences, net of current portion $___520392 §___464.261

NOTE 8. PAYMENTS IN LIEU OF TAXES

Under Federal, State and local law, the Authority's programs are exempt from income, property
and excise taxes. However, the Authority is required to make a payment in lieu of taxes (PILOT)
for the PHA owned program in accordance with the provisions of its Cooperation Agreement
with the Township. Under the Cooperation Agreement, the Authority must pay the Township the
lesser of 10% of its net shelter rent or the approximate full real property taxes. During the fiscal
years ended December 31, 2013 and 2012, PILOT expense amounted to $121,545 and $130,820,
respectively.

NOTE9. OTHER NON-CURRENT LIABILITIES
Non-current liabilities - other consist of the following at December 31, 2013 and 2012:

December 31, December 31, Due within
Description 2012 Additions Deletions 2013 one year

Other - non-current;
Due to HUD $__472.034 - (19.668) $ 452366 $ 19.668

ﬂ—
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NOTE 14.

PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

OTHER NON-CURRENT LIABILITIES (continued)

December 31, December 31, Due within
Description 2011 Additions Deletions 2012 one year
Other - non-current:
Due to HUD $ 491,702 § - $ (19,668) & 472,034 % 19,668
FSS Escrows 48,455 s (48.455) § - 5 -
Total $ 540,157 % - $__(68.123) § 472,034 §___19.668

PENSION PLAN

Description of Plans — All required employees of the Authority are covered by the Public
Employees’ Retirement System which has been established by state statute and is administered by
the New Jersey Division of Pension and Benefits (Division). According to the State of New
Jersey Administrative Code, all obligations of the System will be assumed by the State of New
Jersey should the System terminate. The Division issues a publicly available financial report that
includes the financial statements and required supplementary information for the Public
Employees Retirement System. This report may be obtained by writing to the Division of
Pensions and Benefits, PO Box 295, Trenton, New Jersey, 08625.

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

Vesting and Benefit Provisions — The vesting and benefit provisions for PERS are set by N.J.S.A.
43:15A and 43:3B. All benefits vest after ten years of service, except for medical benefits that
vest after 25 years of service. Retirement benefits for age and service are available at age 60 and
are generally determined to be 1/55 of the final average salary for each year of service credit, as
defined. Final average salary equals the average salary for the final three years of service prior
to retirement (or highest three years’ compensation if other than the final three years). Members
may seek early retirement after achieving 25 years of service credit or they may elect deferred
retirement after achieving eight to ten years of service in which case benefits would begin the first
day of the month after the member attains normal retirement age. Members are always fully
vested for their own contributions and, after three years of service credit, become vested for 2%
of related interest earned on the contributions. In the case of death before retirement, members’
beneficiaries are entitled to full interest credited to the members’ accounts.

Contribution Requirements — The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L.
of 1994, Chapter 115, P.L. of 1997 and N.J.S.A. 18:66, and requires contributions by active
members and contributing employers. Plan member and employer contributions may be amended
by State of New Jersey legislation. PERS provides for employee contributions of 6.64% of
employees’ annual compensation (as of July 1, 2012), as defined. Employers are required to
contribute at an actuarially determined rate for the PERS.
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PASSAIC HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

PENSION PLAN (continued)

The actuarially determined contribution includes funding for cost-of-living adjustments,
noncontributory death benefits, and post-retirement medical premiums.

Three Year Trend Information for PERS

Annual Percentage of
Year Pension Cost APC Net Pension
Funding (APO) Contributed Obligation
December 31,2011 § 203.897 100§ -
December 31,2012 § 212,135 100 % -
December 31,2013 % 215.760 100§ -

POST-RETIREMENT BENEFITS

The Authority participates in New Jersey State Health Benefits Program (“the SHBP™), which
qualifies as a cost-sharing, multiple-employer plan in accordance with GASB Statement 45
“Accounting and Financial Reporting by Employers for Post-employment Benefits Other Than
Pensions” (“OPEB”). The SHBP is administered by the State of New Jersey, Department of
Treasury, Division of Pension and Benefits.

Under the SHBP, retirees may continue the health benefits programs in which they are enrolled at
the time of retirement, provided the retiree pays the costs of the benefits (at group rates) for
themselves and their eligible dependents.

A retiree may also receive Authority-paid health benefits in accordance with labor agreements if
they have twenty-five (25) or more years enrolled in the pension system.

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

The SHBP is established under the authority of N.J.S.A. 52:14-17.25 et seq. and regulations
adopted by the State Health Benefits Commission. The required contribution rate is determined
on an annual pay as you go basis. The following were the required contributions:

Year Amount

2013 $ 226,546
2012 $ 207.744
2011 $ 213.438
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NOTE 13.

NOTE 14.

PASSAIC HOUSING AUTHORITY
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FOR THE YEARS ENDED DECEMBER 31, 2013 AND 2012

RESTRICTED NET POSITION

As of December 31, 2013 and 2012, restricted net position consisted of the following:

[

13 2012

Housing assistance payments 5 §__1.169.964

Housing assistance payment reserves are restricted for rent payments to landlords as part of the
Housing Choice Voucher Program.

HUD OFFICE OF INSPECTOR GENERAL AUDIT

In 2006, HUD's Office of Inspector General ("OIG") concluded an audit of the Authority's
operations. Results of the audit, which impacted the financial statements of the Authority, are as
follows:

D The OIG found that the Authority made an ineligible transfer of funds in the amount of
$1,000,000 from the Section 8 Program to the Low Rent Public Housing Program in
fiscal year 2002. Accordingly, the 2005 financial statements and supplemental
information reflect a $1,000,000 equity transfer from the Low Rent Public Housing
Program to the Section 8 Program in order to repay Section 8 program funds.

2) As a result of finding #1 above and according to Section 8 Program regulations, $590,042
was not available for recapture by HUD. Therefore OIG has determined that this amount
is owed back to HUD. The Authority has committed to repay HUD $19,668 per annum,
through 2036 from the Housing Choice Voucher Program. As of December 31, 2013 and
2012, $452,366 and $472,034 remains payable, of which $432,698 and $452,366 is
considered long-term as of 2013 and 2012,

3) The OIG also found that in fiscal year 2005, the Authority made an ineligible transfer of
Capital Funds to the Section 8 Program. As a result, $401,046 is owed back to the
Capital Fund Program from the Section 8 Program. The Authority has agreed to charge
$13,368 per annum through 2036, to the Housing Choice Voucher Program for protective
services. Protective service expenses are normally funded by the capital fund program.
Included in protective services expense in 2013 and 2012 is $13,368 for this transaction.

CONTINGENCIES

The Authority receives financial assistance from HUD in the form of grants and subsidies.
Entitlement to the funds is generally conditional upon compliance with terms and conditions of
the grant agreements and applicable regulations, including the expenditure of the funds for
eligible purposes. Substantially all grants, entitlements and cost reimbursements are subject to
financial and compliance audits by HUD. As a result of these audits, costs previously reimbursed
could be disallowed and require payments to HUD. As of December 31, 2013 and 2012, the
Authority estimates that no material liabilities will result from such audits.
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RISK MANAGEMENT

The Authority is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets: error and omission, injuries to employees; and natural disaster. The
Authority is a member of the New Jersey Public Housing Authorities Joint Insurance Fund (JIF).
The joint insurance pool is both an insured and self-administered group of housing autherities
established for the purpose of insuring against property damage, general liability, motor vehicles
and equipment liability and workmen's compensation. The Joint Insurance Fund will be self-
sustaining through member premiums. There have been no significant reductions in insurance
coverage. Settlement amounts have not exceeded insurance coverage except for deductibles for
the previous three years.

The authority has also purchased flood insurance with the Selective Insurance Company for
certain properties included in flood zones.

SUBSEQUENT EVENTS

Events that occur after the financial statement date but before the financial statements were
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent
events that provide evidence about conditions that existed at the financial statement date are
recognized in the accompanying financial statements. Subsequent events which provide evidence
about conditions that existed after the financial statement date require disclosure in the
accompanying notes to the financial statements. Management evaluated the activity of the
Authority through June 27, 2014 (the date the financial statements were available to be issued)
and concluded that no subsequent events have occurred that would require recognition in the
financial statements or disclosure in the notes to the financial statements.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
Passaic Housing Authority:

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States and audit requirements as prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, the financial statements of the
Passaic Housing Authority ("the Authority") as of and for the year ended December 31, 2013, and the related
notes to the financial statements, which collectively comprise Passaic Housing Authority's basic financial
statements, and have issued our report thereon dated June 27, 2014.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify ali deficiencies in internal control that might be material weaknesses or
significant deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal

control that we consider to be material weaknesses. However, material weaknesses may exist that have not been
identified.

252 Washingion Street 732-503-4257 Main
Suite B 732-341-1424 lFax
Toms River, NJ 08753 www.falloncpa.com
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (continued)

Compliance and Other Matters

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

Purpose of this Report

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

June 27,2014 & f z !P
Toms River, New Jersey ?ﬂ%‘t m
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CERTIFIED PUALIC ACTOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners
Passaic Housing Authority:

Report on Compliance for Each Major Federal Program

We have audited the Passaic Housing Authority compliance with the types of compliance requirements described
in the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of
Passaic Housing Authority's major federal programs for the year ended December 31, 2013. Passaic Housing
Authority's major federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of Passaic Housing Authority's major federal
programs based on our audit of the types of compliance requirements referred to above. We conducted our audit
of compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier
General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about Passaic Housing Authority’s compliance with those requirements and performing such
other procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
program. However, our audit does not provide a lega! determination of Passaic Housing Authority's compliance.

252 Washington Street 732-503-4257 Main
Suite B 732-341-1424 Fox
Toms River, NJ 08753 www.falloncpa.com



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (continued)

Opinion on Each Major Federal Program

In our opinion, Passaic Housing Authority complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs
for the year ended December 31, 2013.

Report on Internal Control Over Compliance

Management of Passaic Housing Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered Passaic Housing Authority's internal control over compliance
with the types of requirements that could have a direct and material effect on each major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of expressing an
opinion on compliance for each major federal program and to test and report on internal control over compliance
in accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of Passaic
Housing Authority's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over compliance
does not allow management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or detected and
corrected, on a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance requirement of a
federal program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify ali deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not
been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (continued)

Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of Passaic Housing Authority as of and for the year ended December 31,
2013, and have issued our report thereon dated June 27, 2014, which contained an unmodified opinion on those
financial statements. Our audit was conducted for the purpose of forming an opinion on the financial statements as
a whole. The accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by OMB Circular A-133 and is not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditure of federal awards is fairly stated in all material respects in relation to the financial
statements as a whole.

June 27,2014

Toms River, New Jersey ?4%“ & Am MP
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PASSAIC HOUSING AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2013

Federal CFDA Grant
Federal and State Grantor/Program Title Number Expenditures
U.S. Department of Housing and Urban Development:
Low Rent Public Housing 14.850a 3 2,710,235
Housing Choice Vouchers 14.871 16,912,286
Public Housing Capital Fund Program 14.872 1,221,890
Resident Opportunity and Support Services 14.870 39.362

20,883.773

$=—hﬁ—
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NOTE 1.

NOTE 2.

NOTE 3.

NOTE 4.

PASSAIC HOUSING AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2013

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of Passaic Housing Authority under programs of the federal government for the year
ended December 31, 2013. The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Because the schedule presents only a selected portion of operations of the Passaic
Housing Authority, it is not intended to and does not present the financial position, changes in net
assets or cash fiows of the Passaic Housing Authority.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the principles contained in OMB Circular A-87, Cost
Principles for State, Local and Indian Tribes, wherein certain types of expenditures are not
allowable or are limited as to reimbursement. Negative amounts shown on the Schedule represent

adjustments or credits made in the normal course of business to amounts reported as expenditures
in prior years. Pass-through entity identifying numbers are presented where available.

SUBRECIPIENTS

The Authority did not pass-through any federal awards to subrecipients.
NON-CASH FEDERAL ASSISTANCE

The Authority did not receive any non-cash Federal assistance for the year ended December 31,
2013.

k1



PASSAIC HOUSING AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

DECEMBER 31, 2013
Summary of Auditor's Resuits
Financial Statement Section
1. Type of auditor's report issued: Unmodified
2. Internal control over financial reporting
a. Material Weakness(es) identified? No
b. Were significant deficiencies identified
not considered to be material weaknesses? No
3. Noncompliance material to the financial statements? No
Federal Awards Section
l. Dollar threshold used to distinguish Type A Programs
from Type B Programs: $ 626,513
2. Auditee qualified as low-risk Auditee? Yes
3 Type of auditor's report on compliance
for major programs: Unmedified
4. Internal Control over compliance:
a. Material weakness(es) identified? No
b. Were significant deficiencies identified
not considered to be material weaknesses? No
c. Any audit findings disclosed that are required
to be reported in accordance with OMB Circular
A-133 (section .510(a))? No
5. Identification of major programs:
CFDA Number Name of Federal Program
14.871 Housing Choice Voucher Program
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1.

I1I.

IV.

PASSAIC HOUSING AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued)
DECEMBER 31, 2013

Financial Statement Findings

There were no findings relating to the financial statements which are required to be reported in
accordance with government auditing standards generally accepted in the United States of America.

Federal Award Findings and Questioned Costs

There were no findings or questions costs relating to federal awards.

Summary of Prior Audit Findings

None reported.
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PASSAIC HOUSING AUTHORITY
SCHEDULE OF CAPITAL FUND PROGRAM
COSTS AND ADVANCES
FOR THE YEAR ENDED DECEMBER 31, 2013

501-10 501-11 501-12 01-1 Totals

Budget $1223.4)6 $1011.387 §_035015 $__ROR3R9 §_ 4.068.207
Advances:

Cumulative through 12/30/2012 $1.083.814 § 548463 $ 370,405 % - $ 2,002,682

Current year 139.601 446 402 366,369 269,517 1.221.889

Cumulative through 12/31/2013 1.223.415 994.865 736.774 269,517 3,224,571
Costs:

Cumulative through 12/30/2012 1,083,814 548,463 370,405 - 2,002,682

Current year 139.601 446.402 366,369 269.517 1,221,889

Cumulative through 12/31/2013 1.223.415 994,863 736,774 269.517 3,224,571
Excess / (Deficiency) $ - $ - $ - $ - $ -
Summary
Soft Costs:

Cumulative through 12/30/2012 § 541978 $ 443,595 § 280,500 § - $ 1,266,073

Current year - 18.054 118.970 269.517 406.541

Cumulative through 12/31/2013 541,978 —461.649 399.470 269,517 1.672.614
Hard Costs:

Cumulative through 12/30:2012 541,836 104,868 89,905 - 736,609

Current year 139.602 428.348 247.399 - 815.349

Cumulative through 12/31/2013 681,438 533.216 337.304 - 1.551.958
Cumulative $1,223416  S_994865, S_736774 §_269517 §_3.224572

NOTES TO SCHEDULE OF CAPITAL FUND PROGRAM COSTS AND ADVANCES

The total amount of Capital Fund Program Costs and Advances incurred and earned by the Passaic
Housing Authority as of and for the year ended December 31, 2013 are provided herein.

1} Capital Fund Grant No. NJ39P013501-10 with approved fundings of $1,223,416 have been fully
drawn down and expended as per Capital Fund Grant Regulations.
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