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INDEPENDENT AUDITOR'S REPORT 2035 HAMBURG TURNPIKE, UNIT H

Board of Commissioners WAYNE, NEW JERSEY 07470
Housing Authority of the City of Garfield TELEPHONE: (973) 831-6969
. FAX: (973) 831-6972

Garfield, New Jersey
‘E~-MAIL: POLCARICO@OPTONLINE.NET

We have audited the accompanying financial statements of the Housing Authority of the City of Garfield, which
comprise of the Comparative Statements of Net Position as of March 31, 2019 and 2018 and the related
Statements of Revenues, Expenses and Changes in Net Position and Cash Flows for the years then ended,

and the related notes to the financial statements.

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 material 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. 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 circumstances, but
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly,
we express no such opinion. An audit also includes evaluating the appropriateness of accounting policies used
and the reasonableness of significant accounting estimates made by management, as well as evaluating the

overall presentation of the financial statements.

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

Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects, the financial

position of the Housing Authority of the City of Garfield, as of March 31, 2019 and 2018, and the changes in net
position, and its cash flows for the years then ended, in accordance with the accounting principles generally

accepted in the United States of America.

Emphasis of Matter

During the fiscal year, the Authority adopted GASB 75, Accounting and Financial Reporting for
Postemployment Benefits Other Than Pensions. Additional information can be found in Note 1 to these
financial statements. Our opinion is not modified with respect to the matter of emphasis



INDEPENDENT AUDITORS' REPORT
(Continued)

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis presented on pages 1-5, the Schedule of Proportionate Share of Net Pension
Liability of the Public Employees Retirement System (PERS) on page 35, the Schedule of Authority
Contributions to the PERS on page 36 and the Schedule of Changes in OPEB liabilities and related ratios
on page 37 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 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 audit of the
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 of the Housing
Authority of the City of Garfield. The Financial Data Schedule is presented for the purpose of additional
analysis and is not a required part of the basic financial statements. The schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by Title 2 U.S. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards, and is also not a required part of the basic financial statements

The financial data schedule and schedule of expenditures of federal awards are the responsibility of
management and were derived from and directly relate 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 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 general accepted in the United States of America. In our opinion, the financial data
schedule and the schedule of expenditures of federal awards are fairly stated in all material respects in relation

to the financial statements as a whole.
Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards we have also issued our report dated October 4, 2019 on
our consideration of the Housing Authority of the City of Garfield'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 comphance That report is an integral part of an audit performed in accordance with
Govemment Auditing Standards in considering the Authonty’s internal control over financial reporting and

compliance. , o (‘1
POLC Rl&%AV 7% 7
CERTIFIED PUBLIC ACCOUNTANTS

Wayne, New Jersey
October 4, 2019

’ POLCAE] & co.

CERTIFIED PUBLIC ACCOUNTANTS



MANAGEMENT’S DISCUSSION AND ANALYSIS
Housing Authority of the City of Garfield

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
. March 31, 2019. 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 $3,765,764 (net position) as opposed to $6,821,016 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 $(5,478,974).

3 - The Authority’s cash and cash equivalent balances at March 31, 2019 were $429,312
(excluding tenant security deposits) representing a increase of $231,335 from the prior

fiscal year.

4 —Total operating revenues decreased by $56,459 to $3,503,383 which was primarily
attributed to a decrease in HUD operating subsidy. Total Operating Expenses for the
twelve month period ending March 31, 2019 were $3,879,325.

5 — The Authority’s capital outlays for the fiscal year were $352,153 of which $326,467
was funded by the Authority's Capital Fund Program. '

6 — The Authority’'s Expenditures of Federal Awards amounted to $1,224,163 compared
to $1,405,033 for the prior 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 this Report were
prepared in accordance with GAAP applicable to governmental entities in the
United States of America for Proprietary Fund types.




MANAGEMENT’S DISCUSSION AND ANALYSIS — CONTINUED

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 the Statement of Net Position, Statement of Revenues, Expenses
and Changes in Net Position and Statement of Cash Flows.

The Statement 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.

The Statement of Revenues, Expenses and Changes in Net Position presents
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 8 through 10.

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 on pages 11 through

25.

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
Uniform Guidance, Audits of States, Local Governments, and Non-profit
Organizations. The schedule of expenditures of Federal awards can be found on

page 26 of this report.



MANAGEMENT’S DISCUSSION AND ANALYSIS — CONTINUED

C — The Authority as a Whole

The Authority’s Unrestricted Net Position decreased during the fiscal year by $3,038,354
primarily due to a change in accounting principle. The Authority was required to adopt
GASB 75; Accounting and Financial Reporting for Postemployment Benefits Other Than
Pensions during the fiscal year. Under GASB 75, the Authority’s entire liability for health
care postemployment benefits was required to be reported resulting in a one- time charge
to equity of $3,035,494. Operating revenues are primarily pre-determined subsidies
received from HUD. Operating revenues for the year were $3,503,383 and operating
expenses excluding depreciation expense of $369,051 were $3,510,274.

By far, the largest portion of the Authority’s net position reflects its investment in capital
assets (e.g., land, buildings, equipment and construction in progress). During the current
fiscal year, the Authority received $326,467 in capital grants for modernization of its units.

D - Budgetary Highlights

For the year ended March 31, 2018 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. The budgets were prepared in accordance with the
accounting procedures prescribed by the applicable funding agency.

E — Capital Assets and Debt Administration

1 — Capital Assets

As of March 31, 2018, the Authority's investment in capital assets for its Proprietary Fund
was $9,244,738 (net of accumulated depreciation). This investment in capital assets
includes land, buildings, equipment and construction in progress.

Major capital assets purchased from grants of $326,467 during the fiscal year pertained
to expenditures made in accordance with the Authority's Capital Fund Programs. These

activities are funded by grants from HUD.

Additional informational on the Authority’s capital assets can be found in Note 6 to the
Financial Statements which is included in this Report

2 — Long Term Debt

The Authority does not have any long-term debt outstanding at this time.

F - 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 March 31, 2019.

1 — The state of the economy, particularly its effect on tenant incomes, which are
used in determining tenant rents paid to the Authority.

2 - The need for Congress to reduce the federal deficit and the possible
continued cut-backs in HUD subsidies and grants.

3



MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED

G — Summary of significant changes from March 31, 2018 to March 31, 2019

FDS Line 122 — Accounts Receivable HUD will fluctuate from year to year depending on
the timing of subsidy and CFP draws from ELOCCS.

FDS Line 167 — Construction in Progress will vary from year to year depending on the
Capital Projects accomplished during that current fiscal year.

FDS Line 200 and 400 - Deferred Outflows and inflows of Resources vary from year to
year based on changes in actuarial calculations for the NJ State Pension Fund.

FDS Line 357 — As described in Section C of this MD&A, the Authority was required to
adopt GASB 75 which increased the OPEB liability by $3,035,494 and caused a one time
charge to equity in the form of a prior period adjustment.

FDS Line 915 and 945 — Employee Benefits decreased due to the decrease in actuary
computation for pensions and a decrease in health benefits and related payroll taxes due

to the retirement of the deputy director.

H — 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 concerning any of the information provided in this
report or requests for additional financial information should be addressed to the
Executive Director, Housing Authority of the City of Garfield, 71 Daniel P. Conte Court,

Garfield, New Jersey 07026, or call (973) 340-4170.



MANAGEMENT’S DISCUSSION AND ANALYSIS - CONTINUED

Cash and Other Current Assets
Capital Assets - Net
Deferred Outflows

Total Assets

Current Liabilities
Non Current Liabilities

Less: Total Liabilities
Deferred Inflows

Net Position

Invested in Capital Assets
Unrestricted Net Position

Total Net Position

Computations of Changes in Net Position are as follows:

Revenues

Tenant Revenues
HUD Subsidies and Other Government Grants

Other Income
Total Operating Revenues

Expenses
Administration
Tenant Services
Utilities
Maintenance

General Expense and Tenant Bad Debt
Depreciation Expense
Total Operating Expenses

Deficiency of Operating Revenues Over Expenses

Non-Operating Revenues
Interest on Investments

Deficiency of Revenues Over Expenses Before
Capital Grants Received

Capital Grants
HUD Capital Grants
Excess Revenues/(Deficiency)
Net Position Prior Year
Prior Period Adjustment
Total Net Position

March 31, 2019 March 31, 2018

1,975,543 § 1,833,908
9,244,738 9,261,636
833,241 775,037
12,053,522 11,870,581
526,898 496,110
6,731,437 3,729,927
7,258,335 4,226,037
1,029,423 823,528
3,765,764 $ 6,821,016
9,244,738 9,261,636
(5/478,974) (2,440,620)
3,765,764 $ 6,821,016

March 31, 2019 March 31, 2018

2,471,198 §$ 2,395,386
914,541 1,050,115
117,644 114,351

3,503,383 3,559,852
922,138 1,045,742
170,235 179,530
684,104 630,469

1,371,541 1,547,493
362,256 319,803
369,051 615,457

3,879,325 4,338,494

(375,942) (778,642)
29,717 24,547
(346,225) (754,095)
326,467 382,683
(19,758) (371,412)
6,821,016 7,192,428
(3,035,494) -
3,765,764 $ 6,821,016




HOUSING AUTHORITY OF THE CITY OF GARFIELD
Garfield, New Jersey
STATEMENT OF NET POSITION
At March 31, 2019 and 2018

March 31, 2019

March 31, 2018

ASSETS AND DEFERRED OUTFLOW OF RESOURCES

CURRENT ASSETS
Cash and Cash Equivalents - Unrestricted $ 429,312 $ 197,977
Cash - Tenant Security Deposits 173,470 173,840
Investments 1,254,621 1,231,610
Accounts Receivable - Tenants (Net of allowance of
$44,189 and $17,092) 11,591 12,931
Other Accounts Receivable (Net of Allowance
of $65,773 and $62,292) - 24,761
Acccount Receivable - HUD - 97,223
Prepaid Expenses and Other Current Assets 106,549 95,566
Total Current Assets 1,975,643 1,833,908
FIXED ASSETS
Land 732,912 732,912
Buildings and Improvements 22,520,150 22,643,125
Furniture, Equipment and Machinery 1,590,946 1,419,937
Construction in Progress 1,435,744 1,131,625
Total Fixed Assets 26,279,752 25,927,599
Less: Accumulated Depreciation {17,035,014) (16,665,963)
Net Fixed Assets 9,244,738 9,261,636
Deferred Outflow of Resources 833,241 775,037
Total Assets and Deferred Outflow of Resources $ 12,063,522 $ 11,870,581
LIABILITIES, DEFERRED INFLOW OF RESOURCES AND NET POSITION
CURRENT LIABILITIES
Accounts Payable:
Vendors and Contractors $ 35857 $§ 41,373
Accrued Payroll and Related Taxes 45,737 27,508
Accrued Liabilities - Other 52,551 61,724
Due to Tenants:
Security Deposits 173,470 173,840
Other Current Liabilities
Accrued Liabilities:
Compensated Absences - Current 11,277 - 9,005
Payment in Lieu of Taxes 175,405 176,347
Unearned Revenues 32,601 6,313
Total Current Liabilities 526,898 436,110
Compensated Absences - Noncurrent 101,494 81,050
Accrued Pension and OPEB Liability 6,629,943 3,648,877
Total Liabilities 7,258,335 4,226,037
DEFERRED INFL.OW OF RESOURCES 1,029,423 823,528
NET POSITION
Net Investment in Capital Assets 9,244,738 9,261,636
Unrestricted Net Position (5,478,974) (2,440,620)
Total Net Position $ 3,765,764 $ 6,821,016

See Notes to Financial Statements



HOUSING AUTHORITY OF THE CITY OF GARFIELD

Garfield, New Jersey

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
For the Years Ended March 31, 2019 and 2018

OPERATING REVENUES
Tenant Rental & Other Revenue
HUD Grants - Operating
Other Government Grants
Other Income

Total Revenues

OPERATING EXPENSES
Administration

Tenant Services

Utilities

Ordinary Maintenance & Operations
General Expense

Bad Debt -Other

Depreciation Expense

Total Operating Expenses

EXCESS OF OPERATING EXPENSES OVER REVENUES

Non Operating Revenues/(Expenses):
Interest Income

Income / (Loss) Before Contributions and Transfers
Capital Grants
DECREASE IN NET POSITION

Beginning Net Position
Prior Period Adjustment

Ending Net Position

See Notes to Financial Statements.

March 31, 2019

March 31, 2018

$ 2,471,198 $ 2,395,386
897,696 1,022,350
16,845 27,765
117,644 114,351
3,503,383 3,559,852
922,138 1,045,742
170,235 179,530
684,104 630,469
1,371,541 1,547,493
333,251 311,997
29,005 7,806
369,051 615,457
3,879,325 4,338,494
(375,942) (778,642)
29,717 24,547
(346,225) (754,095)
326,467 382,683
(19,758) (371,412)
6,821,016 7,192,428
(3,035,494) -
$ 3,765,764 §$ 6,821,016




HOUSING AUTHORITY OF THE CITY OF GARFIELD

Garfield, New Jersey

COMPARATIVE STATEMENTS OF CASH FLOWS
For The Years Ended March 31, 2019 and 2018

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received:
From Tenants for Rental & Other Income
From Government Agencies for Operating Grants
For Other Operating Revenues
Cash Paid:
To Employees for Operations
To Suppliers for Operations
Net Cash Provided (Used) by Operating Activities
CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES
Capital Grants Received
Acquisition of Property and Equipment
Net Cash Provided/(Used) by Capital and
Related Financing Activities
CASH FLOWS FROM INVESTING ACTIVITIES
Purchase / (Sale of) Investments
Cash Received for Security Deposits
Investment Income
Net Cash Provided by Investing Activities
Net increase (decrease) in Cash and Cash Equivalents
Cash and Equivalents at Beginning of Period
Cash and Equivalents at End of Period

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operations |
Operating Income (Loss)
Adjustments to Reconcile Operating Income (Loss) to Net
Cash Provided (Used) by Operating Activities -
Depreciation
Deferred Outflow of Resources
Deferred Inflow of Resources

Decrease (Increase) in Assets
Accounts Receivable - Tenants
Accounts Receivable - HUD
Prepaid Expenses and Other Current Assets |

Increase(Decrease) in Liabilities
Accounts Payable
Accrued Payroll and Related Taxes
Compensated Absences
Deferred Revenue
OPEB and Pension Liability
PILOT Payable

Net Cash Provided/(Used) by Operating Activities

See Notes to Financial Statements
10

March 31, 2019

March 31, 2018

2,498,826 $ 2,399,244
1,011,764 970,305
117,644 114,351
(1,155,363) (1,174,659)
(2,222,556) (2,419,983)
250,315 (110,742)
326,467 382,683
(352,153) (382,683)
(25,686) - -
(23,011) (20,234)
(370) 10,364
29,717 24,547
6,336 14,677
230,965 (96,085)
371,817 467,882
602,782 $ 371,817
(375,942) $ (778,642)
369,051 615,457
(58,204) 275,723
205,895 452,314
1,340 10,421
97,223 (79,810)
13,778 (26,316)
(14,689) 22,303
18,229 (297)
22,716 (64,060)
26,288 (6,563)
(54,428) (534,898)
(942) 3,626
250,315 §$ (110,742)




HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 1 —Summary of Organization, Activities and Significant Accounting Policies:

1. Organization and Activities — The Housing Authority of The City of Garfield (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’). The Authority is governed by a
board of seven members who serve five year terms. The governing board is essentially autonomous
but is responsible to the U.S. Department of Housing and Urban Development 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. The Authority is responsible
for the development, maintenance and management of public housing for low and moderate income
families residing in the City of Garfield, New Jersey. Operating and modernization subsidies are
provided to the Authority by the federal government. The Authority has not identified any entities
which should be subject to evaluation for inclusion in the Authority’s reporting entity. The Authority
has concluded that it is excluded from the City’s reporting entity since the City does not designate
management, does not influence operations, does not have responsibility for fiscal matters and does
not have a funding relationship with the Authority.

The combined financial statements include all accounts of the Authority. The Authority is the lowest
level of government over which the Authority’s Board of Commissioners and Executive Director
exercise oversight responsibility. The federally funded programs administered by the Authority are
detailed on the Financial Data Schedule and the Schedule of Expenditures of Federal Awards, both of

which are included as Supplemental Information.

2. Significant Accounting Policies

Basis of Accounting — The financial statements of the Authority are prepared using the accrual basis
of accounting in order to recognize the flow of economic resources. Under the accrual basis of

accounting, transactions are recognized when they occur, regardless of when cash is received or
disbursed. Revenues are recognized in the accounting period in which they are earned and become
measurable, and expenses recognized in the period incurred, if measurable. Operating revenues and
expenses consist of those revenues and expenses that result from the ongoing principal operations of
the Authority. Non-operating revenues and expenses consist of those revenues and expenses that are
related to financing and investing types of activities and result from non-exchange transactions or
ancillary activities. All assets, liabilities, net position, revenue and expenses are accounted for using a

single enterprise fund for the primary government.

Revenue — The major sources of revenue are various subsidies and grants received from the United
States Department of Housing and Urban Development, charges to tenants and other miscellaneous

revenues discussed below.

Federal Grant Revenue — Operating subsidies, and Capital Fund Program revenue received from HUD
are recorded under the accrual method of accounting and are recognized in the period earned in
accordance with applicable HUD guidelines. The Authority is generally entitled to receive funds from
HUD under an established payment schedule or as expenditures are made under the Capital Fund

Program or Comprehensive Improvements Assistance Program.

1



HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019
(Continued)

NOTE 1 —Summary of Organization, Activities and Significant Accounting Policies (Continued):

Tenant Charges — Rental charges to tenants are determined and billed monthly and are recognized as
revenue when billed since they are measurable and collectible within the current period. Amounts not
collected at year-end are included in the balance sheet as accounts receivable, and amounts paid by
tenants for the subsequent fiscal year are recorded as deferred revenue.

Miscellaneous Income — Miscellaneous revenue consists primarily of miscellaneous service fees. The
revenue is recorded as earned since it is measurable and available.

Report Presentation — The financial statements included in this Report were prepared in accordance
with generally accepted accounting principles (GAAP) in the United States of America applicable to
governmental entities for Proprietary Fund Types. The Authority implemented the provisions of
Governmental Accounting Standards Board Statement No. 34 “Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments” (Statement No. 34). The
Authority also adopted the provisions of Statement No. 37 “Basic Financial Statements and
Management's Discussion and Analysis for State and Local Governments: Omnibus” and Statement NO.
38 “Certain Financial Statement Note Disclosures”, which supplement Statement No. 34. Statement No.
34 established standards for all state and local governmental entities that include a statement of net
assets, a statement of activities and a statement of cash flows. It requires the classification of net assets
into three components — Invested in Capital Assets, Net of Related Debt; Restricted Net Assets and
Unrestricted Net Assets. Statement No. 63 requires the re-naming of the Statement of Net Assets to the
Statement of Net Position. The Statement of Net Position reports all assets, deferred outflows of
resources, liabilities and deferred inflows of resources and net position. These classifications are defined

as follows:

Net Investment in Capital Assets — This component consists of land, construction in progress and
depreciable assets, net of accumulated depreciation and net of the related debt outstanding. If there are
significant unspent related debt proceeds as of year-end, the portion of the debt related to the unspent
proceeds is not included in the calculation of Invested in Capital Assets, Net of Related Debt. Rather,
that portion of the debt is included in the same net asset component as the unspent proceeds.

Restricted Net Position — This component includes net assets subject to restrictions placed on net asset
use through external constraints imposed by creditors (such as debt covenants), grantors, contributors, or
laws or regulations of other governments or constraints imposed by the law through constitutional

provisions or enabling legislation.

Unrestricted Net Position — This component consists of net assets that do not meet the definition of
Restricted Net Position or Invested in Capital Assets, Net of Related Debt. The adoption of
Governmental Accounting Standards Board Statements 34, 37 and 38 have no significant effect on the
basic financial statements, except for the classification of net position in accordance with Statement No.

34.

12



HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019
(Continued)

NOTE 1 —Summary of Organization, Activities and Significant Accounting Policies (Continued):

Significant accounting policies are as follows:

1 — Cash and cash equivalents are stated at cost, which approximates market. Cash and cash
equivalents include cash in banks, petty cash and certificates of deposit, and other investments with
original maturities of less than three months from the date of purchase. Investments are recorded at fair
value based on quoted market prices. Fair value is the amount at which a financial instrument could be

exchanged in a current transaction between willing parties.

2 — Collection losses on accounts receivable are charged against an allowance for doubtful accounts.

3 — Buildings and equipment are recorded at cost for all programs and depreciation is computed on the
straight line basis. Interest costs necessary to place a Capital Asset in its intended location and condition

are capitalized.

4 - Repairs funded out of operations, such as painting, roofing and plumbing, are charged against income
for all programs.

5 — The Authority is subsidized by the Federal Government. The Authority is not subject to Federal or
State income taxes, nor is it required to file Federal and State income tax returns.

6 — Operating subsidies received from HUD are recorded as income when earned.

7 — The cost of accumulated unpaid compensated absences, including fringe benefits, is reported in the
period earned rather than in the period paid. ’

8 — Prepaid expenses represent payments made by the Authority in the current year to provide services
occurring in the subsequent fiscal year.

9 - Inventories in the Proprietary Fund consist of supplies and are recorded at the lower of first-in first-
out, cost or market.

10 - The preparation of financial statements in conformity with GAAP requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities, disclosure of
contingent assets and liabilities at the date of the financial statements, and reported amounts of revenues

and expenses during the reporting period.

11 - The Authority has elected not to apply to its proprietary activities Financial Accounting Standards
Board Statements and Interpretations, Accounting Principles Board Opinions, and Accounting Research
Bulletins of the Commiittee of Accounting Procedure issued after November 30, 1989.

12 — The Authority does not have any infrastructure assets for its Proprietary Fund.

13 - Inter-fund receivables and payables arise from inter-fund transactions and are recorded by all funds
affected in the period in which the transactions are executed.
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 1 -~Summary of Organization, Activities and Significant Accounting Policies  (Continued):

Accounting for Impairment or Disposal of Long Lived Assets

Long-lived assets to be held and used are tested for recoverability whenever events or changes in
circumstances indicate that the carrying amount may not be recoverable. When required, impairment
losses on assets to be held and used are recognized based on the fair value of the asset, and long-lived
assets to be disposed of by sale are reported at the lower of carrying amount or fair value less cost to
sell. As of March31, 2019, the Authority has not recognized any reduction in the carrying value of its fixed

assets.

Budgetary Policy and Control — The housing authority submits its annual operating and capital budgets
to the State of New Jersey Department of Community Affairs in accordance with New Jersey statute.
After the New Jersey Department of Community Affairs approves the budget, it is formally adopted by
resolution of the Housing Authority's Board of Commissioners. Once adopted, the Board of
Commissioners may amend the legally adopted budget when unexpected modifications are required in
estimated revenues and expenses. Each fund’'s budget is prepared on a detailed line item basis.
Revenues are budgeted by source and expenditures are budgeted by expense classification within each

revenue source.

Adoption of Accounting Pronouncement — During the current fiscal year, the Authority adopted GASB
Statement 75, Accounting and Financial Reporting for Postemployment Benefits Other Than Pensions which

requires employers to recognize their proportionate share of the collective net healthcare liability
excluding that attributable to employer-paid member contributions. Additional information regarding the
adoption of GASB 75 can be found in Note 10 to these financial statements.

NOTE 2 — Cash and Cash Equivalents

The Authority maintains cash and investments in local banks. These funds are covered by the
Governmental Unit Deposit Protection Act of the state of New Jersey as required by state statute N.J.S.A
17: 9-41, which requires the institutions to pool collateral for all of governmental deposits and have the
collateral held by an approved custodian but not in the Authority's name.

Cash and Cash Equivalents (including tenant security deposits) of $602,782 and $371,817 at March 31,
2019 and 2018, consisted of the following:

3/31/2019  3/31/2018

Checking Accounts $ 429,312 $ 197977
Tenant Security Deposit Accounts 173,470 173,840
Total Cash and Equivalents $ 602,782 $ 371,817

The carrying amount of the Authority’s cash and cash equivalents including tenant security deposits as of
March 31, 2019 $602,782 and the bank balances were $634,200. Of the bank balances, $250,000 was
covered by FDIC insurance and $384,200 was covered by a third party collateral pool maintained by the
banks as required by News Jersey statutes and New Jersey's Governmental Unit Deposit Protection Act
(GUDPA) which collateralizes securities held by the pledging institutions trust department but are not in
the Authority’s name. Cash equivalents, except petty cash are held in the Authority's name. The
Authority’s cash and cash equivalents are categorized as prescribed in GASB 40 to give an indication of

the level of risk assumed by the Authority.
14



HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 3 — Investments
Investments of $1,254,621 and $1,231,610 at March 31, 2019 and 2018, respectively, consist of eight

certificates of deposit.

The certificates of deposit have varying maturity dates greater than three months from the date of
purchase and are stated at fair value in the Statement of Net Position, with all gains and losses included
in the Statement of Activities. Fair value is the price that would be received to sell an asset or paid to
transfer a liability in an orderly transaction between market participants at the measurement date.

Interest income is recorded on the accrual basis.

Interest rates on the certificates varied from 1% to 2.15% during the current fiscal year.
Investments are measured at fair value. Generally accepted accounting principles establishes a fair
value hierarchy that prioritizes the inputs used to measure fair value. The three levels of the fair value

hierarchy are as follows:

Level 1 inputs are adjusted quoted market prices in active markets for identical assets or liabilities that the
Organization has the ability to access at the measurement date. Level 1 inputs provide the most
realizable measure of fair value as of the measurement date.

Level 2 inputs are based on significant observable inputs, including unadjusted quoted market prices for
similar assets and liabilities in active markets, unadjusted quoted prices for identical or similar assets or
liabilities in markets that are not active, or inputs other than quoted prices that are observable for the

asset or liability.

i.evel 3 inputs are significant unobservable inputs for the asset or liability.
The level of the fair value hierarchy within which a fair value measurement in its entirety falls is based on

the lowest level input that is significant to the fair value measurement in its entirety.
All of the Authority’s investments at March 31, 2019 and 2018 are included in Level 1 of the hierarchy

$250,000 of the Certificates of Deposit were covered by FDIC Insurance and the remainder is covered by
third party collateral agreements and GUDPA as required by NJ statute and HUD.

NOTE 4 — Tenant Accounts Receivable

The Authority carries its tenant accounts receivable at cost less the allowance for uncollectable accounts.
On a periodic basis the Authority reviews its receivable and establishes an allowance for uncollectable
accounts based on previous history, collections and age of receivables. Accounts are written off when
management determines that a sufficient period of time has elapsed without receiving payment. The

accounts to be written off are present to the board for approval.
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 6 - Fixed Assets

Fixed assets consist primarily of expenditures to acquire, construct, place in operation and improve the
facilities of the Authority and are stated at cost, less accumulated depreciation. The following is a
summary of the changes in general fixed assets for the fiscal years ended March 31, 2019 and 2018:

Balance Transfers/ Balance

April 1, 2018 Additions Disposals Other Mar. 31, 2019
Land $ 732912 $ - $ - $ - $ 732,912
Buildings and Improvements 22,643,125 - - (122,975) 22,520,150
Dwelling Equipment 595,022 - - - 595,022
Furniture and Equipment 824,915 25,686 - 145,333 995,934
Construction in Progress 1,131,625 326,467 - (22,358) 1,435,734
Total Fixed Assets 25,927,599 352,163 - - 26,279,752
Accumulated Depreciation (16,665,963) (369,051) - - (17,035,014)
Net Fixed Assets $ 9,261,636 $ (16,898) 3 - $ - $ 9,244,738

Balance Transfers/ Balance

April 1, 2017 Additions Disposals Other Mar. 31, 2018
Land $ 732912 % - $ - $ - $ 732,912
Buildings and Improvements 22,252,542 - - 390,583 22,643,125
Dwelling Equipment 595,022 - - - 595,022
Furniture and Equipment 809,915 - - 15,000 824,915
Construction in Progress 1,154,525 382,683 - (405,583) 1,131,625
Total Fixed Assets 25,544,916 382,683 - - 25,927,599
Accumulated Depreciation (16,050,506) (615,457) - - (16,665,963)
Net Fixed Assets $ 9494410 $ (232,774) $ - $ - $ 9,261,636

Depreciation expense for the fiscal years ended March 31, 2019 and 2018 was $369,051 and $603,649,
respectively.

Expenditures are capitalized when they meet the Authority's Capitalization policy. Under that policy,
assets purchased or constructed at a cost not exceeding $2,000 are expensed when incurred.

Depreciation of Fixed Assets is provided using the straight-line method for reporting purposes at rates
based upon the following estimated useful lives:

Years
Buildings and 40
Improvements 16
Furniture 5
Equipment 5
Vehicles 5
Computers 3
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 7 — Payment in Lieu of Taxes (PILOT)

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 City. Under the
Cooperation Agreement, the Authority must pay the City the lesser of 10% of its net shelter rent or the
approximate full real property taxes. During the fiscal year ended March 31, 2019 and 2018, respectively,
PILOT expense was accrued in the amount of $175,405 and $176,347.

NOTE 8 — Accrued Compensated Absences

Accrued compensated absences of $112,771 and $20,055 at March 31, 2019 and 2018 represents the
amount of accumulated leave for which employees are entitled to receive payment in accordance with the
Authority’s Personnel Policy. Employees may be compensated for accrued vacation leave earned in the
event of retirement or termination of service. Employees may be compensated for accumulated sick
leave in the event of retirement, at the rate of ¥z of the employee’s daily rate based on the average
compensation received during the employee’s final year of employment, exclusive of any overtime or
special payments, subject to a maximum of $15,000.

NOTE 9 — Pension Plan

Plan Description - The Authority participates in the New Jersey Public Employees Retirement System
(PERS) which is sponsored and administered by the New Jersey Division of Pensions and Benefits.
PERS is a cost-sharing, multiple-employer defined benefits pension plan administered by the State of
New Jersey, Division of Pensions and Benefits (the Division). PERS issues a publicly available report that
can be obtained at the following website: www.state.nj.us/terasury/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:

e Tier 1 — Members who were enrolled by July 1, 2007.
e Tier 2 - Members who were eligible to enroll on or after July 1, 2007 and prior to November 2,

2008.
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 9 —- Pension Plan

e Tier 3 - Members who were eligible to enroll on or after November 2, 2008 and prior to May 22,
2010.

« Tier 4 - Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011.
Tier 5 — 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
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, 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 55 to age 60 if they have at least 25 years of service. Deferred retirement is
available to members who have at least 10 years of service credit and have not reached service

retirement age for the respective tier.

Contributions - The contribution policy for PERS is set by N.J.S.A. 15A and requires contributions by
active members and contributing employers. Plan member and employer contributions may be amended
by state of New Jersey legislation. PERS provided for employee contributions of 6.5% of employees’
annual compensation, as defined. The employee rate was increased from 6.5% to 7.0% of base salary
effective July 1, 2012 plus an additional 1% phased in over 7 years beginning in fiscal year 2013. The
housing authority's contribution amounts are based on an actuarially determined rate which includes the
normal cost and unfunded accrued liability. The actuarially determined contribution includes funding for
cost of living adjustments and a noncontributory death benefit. Chapter 9, P.L. 2009 provided an option
for local employers of PERS to contribute 50% of the normal and accrued liability contribution amounts
certified for payments due in 2009. The Authority’s contribution for fiscal year March 31, 2019 was
$123,261. Such employers will be credited with the full payment and any such amounts will not be
included in their unfunded liability. The actuaries will determine the unfunded liability of those retirement
systems, by employer, for the reduced normal and accrued liability contributions provided under this law.
The unfunded liability will be paid by the employer in level annual payments over a period of 15 years
beginning with the payments due in the fiscal year ended June 30, 2012 and will be adjusted by the rate

of return on the actuarial value of assets.

Pension_Liabilities, Pension Expense and Deferred Outflows of Resources and Deferred Inflows of

Resources Related to Pensions

At June 30, 2018, the measurement date, the Authority reported $2,439,936 for its proportionate share of
the net pension liability. The Authority’s portion of the net pension liability was based on a projection of
the Authority’s long-term share of contributions to the pension plan relative to the projected contributions
of all participating employers, actuarially determined. The Authority’s allocation percentage as of June

30, 2018 was 0.0001239206%.
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 9 — Pension Plan

The components of the Authority’s net pension liability as of June 30, 2018 and 2017, the most recent
evaluation date is as follows:

2018 2017
Total Pension Liability $ 5,258,146 $ 5,059,243
Plan Fiduciary Net Position 2,818,210 2,433,494
Net Pension Liability $ 2,439,936 $ 2,625,749

Detailed information about the pension plan’s fiduciary net position is available in the separately issued
PERS financial report.

Actuarial Assumptions - The Authority’s net pension liability for the fiscal year ended March 31, 2019 was
determined at a measurement date of June 30, 2018. The total pension liability for the June 30, 2018
measurement date was determined by an actuarial evaluation as of July 1, 2017, which was rolled
forward to June 30, 2018. That actuarial valuation used the following assumptions, applied to all periods

in the measurement:

Inflation Rate 2.25%
Salary Increases:
Through 2026 1.65-4.15%
based on age
Thereafter 2.65-5.15%

based on age

Investment Rate of Return 7.00%

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables
(setback 2 years for males and 7 years for females) for service retirement and beneficiaries of former
members with adjustments for mortality improvements from the base year of 2013 based on projection
Scale AA. The RP-2000 Disabled Mortality Tables (setback 3 years for males and setback 1 year for

females) are used to value disabled retirees.

The actuarial assumptions used in the July 1, 2017 valuation were based on the results of an actuarial
experience study for the period July 1, 2011 to June 30, 2014. |t is likely that future experience will not
exactly conform to these assumptions. To the extent that actuarial experience deviates from these
assumptions, the emerging liabilites may be higher or lower than anticipated. The more the experience
deviates, the larger the impact will be on future financial statements. In accordance with State statute,
the long-term expected rate of return on plan investments (7 % at June 30, 2018) is determined by the
State Treasurer after consultation with the Directors of the Division of Investment and Division of
Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real rates of
return for each major asset class included in the PERS's target allocation as of June 30, 2018 are

summmarized in the following table:
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HOUSING AUTHORITY OF THE CITY OF GARFIELD

NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 9 — Pension Plan

Long-Term
Expected Real
Asset Class Target Allocation Rate of Return
Risk Mitigation Strategies 5.00% 5.51%
Cash Equivalents 5.50% 1.00%
US Treasuries 3.00% 1.87%
Investment Grade Credit 10.00% 3.78%
High Yield 2.50% 6.82%
Global Diversified Credit 5.00% 7.10%
Credit Oriented Hedge Funds 1.00% 6.60%
Debt Related Private Equity 2.00% 10.63%
Debt Related Real Estate 1.00% 6.61%
Private Real Asset 2.50% 11.83%
Equity Related Real Estate 6.25% 9.23%
U.S Equities 30.00% 8.19%
Non U.S Deweloped Markets Equity 11.50% 9.00%
Emerging Markets Equity 6.50% 11.64%
8.25% 13.08%

Buyouts/Venture Capital

Discount Rate - The discount rate used to measure the total pension liability was 5.66% as of June 30,
2018. This single blended discount rate was based on the long-term expected rate of return on pension
plan investments of 7.00%, and a municipal bond rate of 3.87% as of June 30, 2018, based on the Bond
Buyer Go 20-Bond Municipal Bond Index which includes tax-exempt general obligation municipal bonds
with an average rating of AA/Aa or higher. The projection of cash flows used to determine the discount
rate assumed that contributions from plan members will be made at the current member contribution rates
and that contributions from employers will be made based on the average of the last five years of
contributions made in relation to the last five years of actuarially determined contributions. Based on
those assumptions, the plan's fiduciary net position was projected to be available to make projected
future payments of current plan members through 2046. Therefore, the long-term expected rate of return
on plan investments was applied to projected benefit payments through 2046, and the municipal bond
rate was applied to projected benefit payments after that date in determining total pension liability.
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019
NOTE 9 — Pension Plan

Sensitivity of the Authority’s proportionate share of the net pension liability to changes in the discount
rate. The following presents the net pension liability of the Authority as of June 30, 2018, 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;
1% Current 1%
Decrease Assumption Increase
(4.66%) (5.66%) (6.66%)
2018 $ 3,067,938 $ 2,439,936 $ 1,913,082
1% Current 1%
Decrease Assumption Increase
(4.00%) (5.00%) (6.00%)
2017 $ 3,257,421 §$ 2,625,750 $ 2,099,489

For the year ended March 31, 2019, the Authority recognized pension expense of $102,688. At March
31, 2019 the Authority reported deferred outflows of resources and deferred inflows of resources related

to pensions from the following sources:

2019 2019 2018 2018
Deferred Deferred Deferred Deferred
Outflows of Inflows of Outflows of Inflows of
Resources Resources Resources Resources
Changes of assumptions $ 402,061 $ 780,162 $ 528998 $ 527,059
Differences between expected and actual
experience 46,530 12,581 61,827 -
Net differences between projected and actual
earnings on plan investments - 22,887 17,880 -
Changes in proportion 215,707 213,793 14,939 296,469
Subtotal $ 664,298 $1,029423 $ 623644 $ 823,528
Authority's contributions subsequent to the
measurement date 168,943 - 151,393 -
$ 833241 $1.029423 $ 775037 § 823.528

The amounts reported as deferred outflows of resources and deferred inflows of resources (excluding
employer specific amounts) relate to pensions will be recognized in pension expense as shown in the
below chart. The 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)
over the average of the expected remaining service lives which is 5.63, 5.48, 5.57, 5.72 and 6.44 for the
years 2018, 2017, 2016, 2015 and 2014 respectively.

Year ended June 30:

2018 $ (30,649)
2019 42,434
2020 304,288
2021 263,762
2022 84,463
Total
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 10 — Post Employment Retirement Benefits

The Authority also provides post-employment health care benefits to all eligible retirees. Eligibility
requires that employees have 25 years of service.

ANNUAL OPEB COST AND NET OPEB OBLIGATION

The Authority’s annual other postemployment benefit (“OPEB”) cost ( expense) is calculated based on the
annual required contribution of employer (“ARC") , an amount actuarially determined in accordance with
parameters of GASB Statement No. 75 . Vested employees are eligible for postemployment medical care
benefits, including prescription drug benefits, as part of the plan. Benefits are insured through the state of
New Jersey State health Benefits Program. Retired employees paying Medicare Part B premiums are
reimbursed by the Authority under the Plan. Contribution rates for retirees are based on the state of New

Jersey's formula under Chapter 78.

Employees Covered Under the Plan

At October 1, 2017, the census date in the most recent plan valuation report, the following employees

were covered under the plan:
Inactive Employees or Beneficiaries Receiving Benefits
Active employees
Total Employees included in Plan

R~

Plan Assets

The Authority has not accumulated plan assets in an irrevocable trust designated for plan participants. '

Total OPEB Liability

The Authority's total other postemployment benefit ("OPEB”) liability of $4,190,006 was measured as of
April 1, 2018, and was determined by an actuarial valuation as of that date.

Actuarial Assumptions and Other Inputs. The total OPEB liability in the April 1, 2018 actuarial evaluation
was determined using the following actuarial assumptions and other inputs, applied to all periods included

in the measurement, unless otherwise specified:

Discount Rate 3.5%
Heathcare Cost Trend Rates 8.0% beginning in 2020, decreasing 0.5% per year until an

ultimate trend rate of 5.0% for 2026 and later years
Retiree's Share of Benefit-Related Cost  Contribution rates for future retirees will be based on the
state of New Jersey's new contribution formuls per imple-
mentation of Chapter 78. Contributions are calculated
using a varying formula based on the retirees' base salary
at retirement with a minimum of 1.5% of base salary. Con-
tributions for current and future retirees with 20 or more
years of senice at June 28, 2011 are 0% (non-contributory).
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

'NOTE 10- Other Post Employee Retirement Benefits (OPEB) - Continued

The discount rate is based on the prescribed discount interest rate methodology under GASB 75 based
on average of three 20-year indices (e.g., Bond Buyer-20 Bond GO, S&P Municipal Bond 20 Year High

Grade Rate Index, Fidelity GA AA 20 Years) as of March 29, 2019.

Mortality rates are based on the RP 2014 Combined Healthy Table for both pre & post retirement
projected with mortality improvements using Projection Scale AA for 2.5 years, plus 7 years generational

improvement.

The actuarial assumptions used in the March 31, 2019 valuation were based on the results of an actuarial
experience study for the period April 1, 2018 through March 31, 2019.

Changes in the Total OPEB Liability are as follows:

Balance at 3/31/2018 $ 1,023,128
Changes for the Year
Change in Accounting Principle 3,035,494
Senice Cost 63,752
Interest 140,771

Changes in Benefit Terms -
Changes in Expected to Actual Experience -
Changes in Assumptions or Other Inputs -

Benefit Payments (73,139)
Net Changes 3,166,878
Balance at 3/31/2019 $ 4,190,006

Sensitivity of the total OPEB liability to changes in the discount rate - The following presents the total
OPERB liability of the Authority as of March 31, 2019, as well as what the Authority’s total OPEB liability
would be if it were calculated using a discount rate that is 1 percentage point lower (2.5%) or 1
percentage point higher (4.5%) than the current discount rate:

1% Decrease Discount Rate 1% Increase
2.50% 3.50% 4.50%
Total OPEB Liability $ 5,177,536 $ 4,190,006 $ 3,464,007

Sensitivity of the total OPEB liability to changes in the healthcare cost trend rates - The following presents
the total OPEB liability of the Authority as of March 31, 2019, as well as what the Authority’s total OPEB
liability would be if it were calculated using healthcare cost trend rates that are 1 percentage point lower
(7.0% decreasing to 4.0%) or 1 percentage point higher (9.0% decreasing to 6.0%) than the current

healthcare cost trend rates:
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

NOTE 10— Other Post Employee Retirement Benefits (OPEB) - Continued

1% Decrease Trend Rates 1% Decrease
(7.0% decreasing (8.0% decreasing  (9.0% decreasing
to 4.0% to 5.0% t0 6.0%

Total OPEB Liability $ 3,416,666 $ 4,190,006 $ 5,260,635

OPEB_Expense and Deferred Outflows of Resources and Deferred Inflows of Resources Related to
OPEB

For the year ended March 31, 2019, the Authority recognized OPEB expense of $204,523. At March 31,
2019, the Authority did not report deferred outflows of resources or deferred inflows of resources related

to OPEB.

NOTE 11 — Risk Management

The Authority is exposed to various risks of loss related to forts, theft, damage to and destruction of
assets; errors and omissions; and natural disasters for which the Authority carries commercial insurance.
During the year ended March 31, 2019, the Authority's risk management program, in order to deal with
potential liabilities, consisted of various insurance policies for fire, general liability, crime, auto and public-
officials errors and omissions. Periodically, but not less than once annually, the Authority conducts a
physical inspection of its Projects for the purpose of determining potential liability issues. Liabilities are
reported when it is probable that a loss has occurred and the amount of the loss can be reasonably
estimated. Settled claims relating to the commercial insurance have not exceeded the amount of

insurance in any of the past three fiscal years.

NOTE 12 — Construction Commitments

At March 31, 2019, the Authority’s outstanding construction commitments pertaining to its Capital Fund
Programs were not material. The costs pertaining to such commitments will be paid by grants approved
and committed to the Authority by the U.S. Department of Housing and Urban Development.

NOTE 13 — Economic Dependency

For the year ended March 31, 2019, a substantial portion of the Authority’s revenues were received from
the United States Department of Housing and Urban Development, which are subject to availability of
funds and Congressional approval, as well as the Authority’s compliance with Federal rules and

regulations.
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
NOTES TO FINANCIAL STATEMENTS
March 31, 2019

Note 14 — Subsequent Events

Events that occur aifter the balance sheet 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 balance sheet date are recognized in the accompanying
financial statements. Subsequent events which provide evidence about conditions that existed after the
balance sheet date require disclosure in the accompanying notes. Management has evaluated
subsequent events through October 4, 2019, the date on which 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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HOUSING AUTHORITY OF THE CITY OF GARFIELD
Garfield, New Jersey
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended March 31, 2019

Beginning Revenue Ending
Balance Recognized Expenditures Balance

Resident Opportunity and Supportive

Services (CFDA # 14.870) $ - $ 65975 § 65975 $ -
LOW INCOME HOUSING PROGRAM
Operating Subsidy (CFDA#14.850a) - 644,222 644,222 -
Capital Fund Program (CFDA# 14.872) - 513,966 513,966 -
TOTAL FEDERAL FINANCIAL
ASSISTANCE $ - $1,224,163 §$ 1,224,163 $ -

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Basis of Presentation - The Schedule of Expenditures of Federal Awards is presented in accordance with generally

accepted accounting principles and is presented in accordance with the requirements of the Uniform Guidance.
Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the

preparation of the general purpose financial statements.
2. There were no subrecipient activities during the audit period.
3. The Authority has elected not to use the 10% de minimis cost rate.
4. The Authority received no non-cash assistance.

5. The Authority did not have any HUD issued mortgages or loans.
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Housing Authority's Proportion of the Net Pension Liability

Housing Authority of the City of Garfield
Schedule of Proportionate Share of the Net Pension Liability
of the Public Employees Retirement System (PERS)
For the Year Ended March 31, 2019

Housing Authority's Proportionate Share of the Net Pension Liability

Housing Authority's Covered Employee Payroll

Housing Authority's Proportionate Share of the Net Pension Liability
as a Percentage of Its Covered Employee Payroll

Plan Fiduciary Net Position as a Percentage of the Total Pension Liability

The amounts determined for each fiscal year were determined as of June 30.

2018 2017
. 0.0123920600%  0.0112797676%
2,439,936 2,625,749
1,125,341 933,674
216.82% 281.23%
53.60% 48.10%

35

N

2016 2015 2014
0.0113161432% 0.0135940068%  0.0134444371%
3,361,517 § 3,051,582 § 2,517,166
1,117,004 $ 1,116,699 $ 1,032,331
300.05% 273.27% 243.83%
40.14% 47.93% 52.08%



oe

'0€ 8UNr Jo se paulusep s1am Jeak [eosy yoes Joy paulwIsiep sjunowe ay

%69°CL %L2 0l %S0EL - %lZ9l %L0'GL lloJAed @akojdwz pesenod jo ebejussiag e se uognquuon
TLSBYLL $ 669'OLL'L § 00'LLL'L § bi9'tes Lve'szL'L lloihed pasano) sAuoyiny
- $ - $ - $ - $ - $ (sseox3)/housioneq uonngiuon
(zg8'svl) ¢ (000'vLL) ¢ (z68'ShL) (e6g'151) (6¥6'891) tonnqLauog pasinbey Ajlenjoenuog ey o} uopejey Uy uoyngLIucy
Bw.mvwl $ ooo.IvF $ nmm_MF mmm_lrml_‘ me..wol_. uoynquiuod pasinbay Ajenjoenuon
¥10¢ G102 910¢ I102 8102

610C ‘L€ Youe papus Jesa A 8y Jo4
(Syad) weishg jusuwaipey seakoldw olgng
843 0} suonqLyuoD Ajoyiny Jo ajnpayog
PisILeD Jo AiD By Jo Auoyiny Buisnoy



P0LCAR

CERTIFIED PUBLIC ACCOUNTANTS

2035 HAMBURG TURNPIKE, UNIT H
WAYNE, NEW JERSEY 07470
TELEPHONE: (973) 831-6969

FAX: (973) 831-6972

E-MAIL: POLCARICO@OPTONLINE.NET

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

Board of Commissioners
Housing Authority of the City of Garfield
Garfield, New Jersey

We have audited, 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, the financial statements of the Housing Authority
of the City of Garfield's (“the Program”) as of and for the year ended March 31, 2019 and the related
notes to the financial statements, which collectively comprise the Housing Authority of the City of Garfield
basic financial statements-and have issued our report thereon dated October 4, 2019. ‘

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Housing Authority of
the City of Garfield'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 opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness the Housing
Authority of the City of Garfield’s internal control over financial reporting. Accordingly, we do not express

an opinion on the effectiveness of the Program’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 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
and was not designed to identify all 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.



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

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Housing Authority of the City of Garfield's
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the 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 resuits of that testing, and not to provide an opinion on the effectiveness of the entity’s internal
control or on compliance. The 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.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH AJORFEDERALPROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Commissioners
Housing Authority of the City of Garfield
Garfield, New Jersey

Report on Compliance for Each Major Federal Program

We have audited the Housing Authority of the City of Garfield’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of Housing Authority of the City of Garfield's major federal programs for the year ended March
31, 2019. The Housing Authority of the City of Garfield’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 each of its major federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Housing Authority of the City of
Garfield’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 Comptroller General of the United States; and the audit requirements
of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and the
Uniform Guidance 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 the Housing Authority of the City of Garfield’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 legal determination of the Housing Authority of the City of

Garfield’s compliance.

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 legal determination of the Housing Authority of

the City of Garfield's compliance.
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INDEPENDENT AUDITOR'’S REPORT ON COMPLIANCE FOR EACH JORFEDERALPROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Opinion on Each Major Federal Program

In our opinion, the Housing Authority of the City of Garfield 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 March 31, 2019.

Report on Internal Control Over Compliance

The management of the Housing Authority of the City of Garfield 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 the Housing Authority of
the City of Garfield’s internal control over compliance with the types of requirements that could have a
direct and material effect on each major federal program in order to determine the auditing procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on compliance for
each major federal program and to test and report on internal control over compliance in accordance with
the Uniform Guidance, 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 the Housing -

Authority of the City of Garfield’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
compllance 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 all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies or 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.

Purpose of this Report

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 p-the requirements of the

Uniform Guidance. Accordingly, the report is not [ le for any other pu
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HOUSING AUTHORITY OF THE CITY OF GARFIELD
Garfield, New Jersey
March 31, 2019

STATUS OF PRIOR AUDIT FINDINGS

None.

SCHEDULE OF FINDINGS AND QUESTONED COSTS

SECTION 1 - SUMMARY OF AUDIT RESULTS

Type of Auditor's Report Issued: Unmodified
Internal Control over Financial Reporting:
Material Weakness(es) Identified? yes X no
Significant Deficiencies identified that are
not considered to be material weakness(es)? yes X none reported
Noncompliance Material to Financial Statements Noted? yes X no
Federal Awards
Internal Control over Major Programs:
Material Weakness(es) Identified? yes X no
Significant Deficiencies identified that are
not considered to be material weakness(es)? yes X  none reported

Type of audit report issued on compliance for
major programs: Unmodified

Any audit findings disclosed that are required to be
reported in accordance with section 2 CFR 200.516(a)
of the Uniform Guidance. yes

Identification of Major Programs

CFDA

Number Name of Federal Program or Cluster
14.872 Public Housing Capital Fund Program

Dollar Threshhold used to distinguish between type A
and type B Programs $750,000

Auditee qualified as low-risk? yes X no

SECTION 2 - FINANCIAL STATEMENT FINDINGS
None.

SECTION 3 — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
None. ’
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