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Independent Auditor’s Report

To the Board of Commissioners and Management of
Housing A'uthority of the City of Orange

Report on the Audit of the Financial Statements
Modified Opinion

I have audited the accompanying financial statements of the aggregate enterprise funds and business type
activities of the Housing Authority of the City of Orange (the “Authority”) as of and for the years ended
March 31, 2022 and 2021, 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.

In my opinion, except for the effects of the matter discussed in the Basis for Modified Opinion section of my
report, the accompanying financial statements present fairly, in all material respects the financial position
of the Housing Authority of the City of Orange as of March 31, 2022 and 2021 and the results of its
operations and its cash flows for the years then ended in accordance with the accounting principles
generally accepted in the United States of America.

Basis for Modified Opinion

As further discussed in Note 17 to the financial statements, under GASB 75 the Authority is required to report
current information on its Other Post-Employment Benefits (OPBE) liability and the related deferred inflows,
deferred outflows and OPEB expense (benefit). The information to be reported is taken from the annual audit
of the New Jersey State Health Benefits Program, which has not been completed as of the date of the
Authority’s audit report. As a result, for the year ended March 31, 2022, the amounts that should be reported
could not be recorded as of the appropriate measurement date, as required by the GASB 75, and could not be
reasonably estimated.

I conducted my audits in accordance with auditing standards generally accepted in the United States of
America (GAAS) and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States. My responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial Statements
section of my report. I am required to be independent of the Housing Authority of the City of Orange and
to meet my other ethical responsibilities, in accordance with the relevant ethical requirements relating to
my audit. [ believe that the audit evidence I have obtained is sufficient and appropriate to provide a basis
for my audit opinion.

Responsibilities of Management for the Financial Statements

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

In preparing the financial statements, management is required to evaluate whether there are conditions or
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events, considered in the aggregate, that raise substantial doubt about the Housing Authority of the City
of Orange’s ability to continue as a going concern within one year after the date that the financial
statements are available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

My objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes
my opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with GAAS and Government Auditing Standards
will always detect a material misstatement when it exists. The risk of not detecting a material
misstatement resulting from fraud is higher than for one resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal control
Misstatements are considered material if, individually or in the aggregate, they could reasonably be
expected to influence the economic decisions of users made on the basis of these financial statements.

In performing an audit in accordance with GAAS and Government Auditing Standards, 1.
® Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whetherdue
to fraud or error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the amounts and disclosures
in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressingan
opinion on the effectiveness of the Housing Authority of the City of Orange’s internal control.
Accordingly, no such opinion is expressed.

\

e Evaluate the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluate the overall presentation of the
financial statements.

e Conclude whether, in my judgment, there are conditions or events, considered in the aggregate,
that raise substantial doubt about Housing Authority of the City of Orange’ ability to continue as
a going concern for a reasonable period of time.

I am required to communicate with those charged with governance regarding, among other matters, the
planned ‘scope and timing of the audit, significant audit findings and certain internal control-related
matters that I identified during the audit.

Report on Other Legal and Regulatory Requirements
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis on pages 4 through 9 and the required pension and OPEB information on pages 32 and 33 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. I 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 my inquiries, the basic financial statements, and other knowledge I obtained during my
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audit of the basic financial statements. I do not express an opinion or provide any assurance on the information
because the limited procedures do not provide me with sufficient evidence to express an opinion or provide any
assurance.

Other Information

My audit was performed for the purpose of forming an opinion on the financial statements that collectively
comprise the Authority’s basic financial statements. The accompanying Schedule of Expenditures of Federal
Awards for the year ended March 31, 2022 is presented on page 29 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 (Uniform Guidance) and is not a required part of the basic financial
statements. The Financial Data Schedule presented on pages 34 through 40 are also not required parts of the
financial statements, but are presented for purposes of additional analysis as required by the U.S. Department
of Housing and Urban Development. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or to the financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In my opinion, the Schedule of Expenditures of
Federal Awards and the Financial Data Schedule are fairly stated in all material respects in relation to the basic
financial statements as a whole.

The accompanying Statement and Certification of Actual Capital Grant Costs presented on page 31 is also not a
required part of the financial statements but is presented for purposes of additional information as required by the
U.S. Department of Housing and Urban Development. I have applied certain limited procedures to the
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 my inquiries, the basic financial
statements, and other knowledge I obtained during my audit of the basic financial statements. I do not express an
opinion or provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report dated December 19, 2022 on my
consideration of the Housing Authority of the City of Orange’s internal control over financial reporting and on my
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 my testing of internal control over financial reporting
and compliance and the results of that testing, and not to provide an opinion on the internal control over financial
reporting or compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Housing Authority of the City of Orange’s internal control over financial
reporting and compliance.

Cranford, New Jersey

Frank Glien, LLE, CPA

Frank Glien, LLC
Certified Public Accountant
December 19, 2022



Housing Authority of the City of Orange
Management’s Discussion and Analysis
March 31, 2022

As management of the Housing Authority of the City of Orange, 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, 2022. 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

e The current assets of the Authority exceeded its current liabilities at the close of the most recent fiscal
year by $2,241,329 which is line with last year’s results.

e The Authority’s total cash and cash equivalent balances at March 31, 2022 were $3,889,134,
representing an increase of $865,590 during the fiscal year.

e The Authority’s unrestricted cash and cash equivalent balances at March 31, 2022 were $3,193,556,
representing an increase of $623,212 during the fiscal year.

¢ The Authority’s restricted cash balance of $695,578 at March 31, 2022 reflects an increase of $242,378
from the prior year. Restricted cash includes $621,012 of Replacement Housing Factor funds received
as a part of HUD's Capital Fund Program and tenant security deposits of $74,566.

¢ The Authority had total operating revenues of $10,877,029 and total operating expenses of $10,174,666
(including depreciation of $114,650) for the year ended March 31, 2022. Operating revenues
increased by $789,500 when compared to the prior fiscal year. Tenant revenue increased $38,391.
HUD operating grants increased $570,618, and other revenue decreased $166,225. These changes are
discussed in detail later in this analysis.

o The Authority’s capital outlays for the fiscal year totaled $433,356, all of which were funded by HUD
capital grants.

e The Authority’s expenditures of federal awards amounted to $9,562,204 for the fiscal year.

B. Using the Annual Report

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 the financial statements included in
this report were prepared in accordance with accounting principles generally accepted in the United States of
America (U.S. GAAP) applicable to governmental entities proprietary fund types.

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 Statemént 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.
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Housing Authority of the City of Orange
Management’s Discussion and Analysis
March 31, 2022
B. Using the Annual Report (Continued)

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 related 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 Statement of Cash Flows presents information showing how the Authority’s cash and cash equivalents
position changed during the year. The statement classifies cash receipts and payments as resulting from
operating activities, capital and related financing activities and investing activities.

The financial statements report on the Authority’s activities. The activities are primarily supported by
subsidies and grants from the U.S. Department of Housing and Urban Development (HUD). 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 10 through 13.

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 the Financial Statements can be found in this
report after the financial statements.

Supplemental Information

The Schedule of Expenditures of Federal Awards is presented for purpose 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 (Uniform Guidance). The Schedule of Expenditures of Federal
Awards can be found on page 29 of this report.

C. The Authority as a Whole

The Authority’s net position increased by $1,177,805 during the fiscal year ended March 31, 2022. The
increase in net position is attributable primarily to the adoption of Government Accounting Standards Board
Statement No. 75 “Accounting and Financial Reporting for Post-Employment Benefit Excluding Pensions”
(GASB 75). GASB 75 requires government entities to include its net unfunded post benefit liability and the
related deferred inflows and deferred outflows of resources in its financial statements. The Authority
experienced a current operating gain of $702,365 which includes the receipt of capital grants of $433,356. The
operating gain of $702,365 also includes depreciation expense of 114,650.

The Authority’s revenues consist primarily of subsidies and grants received from HUD and rental payments
received from tenants. The Authority receives subsidies each month based on an amount pre-approved by
HUD. Grants are drawn down based on need against a pre-authorized funding level. Management's
budgets indjcate that the housing authority has been able to manage its cash flows now that Walter G.
Alexander Development has been officially removed from its inventory.



Housing Authority of the City of Orange
Management’s Discussion and Analysis (Continued)
March 31, 2022

C. The Authority as a Whole {Continued)

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 services to its tenants. Consequently, these assets are not available for future spending. The
unrestricted net position of the Authority is available for future use to provide program services.

D. Budgetafy Highlights

For the years ended March 31, 2022 and 2021 management prepared individual program or grant budgets
that were approved by the Board of Commissioners. The budgets were primarily used as a management tool
and have no legal stature. Also, the Authority adopted a comprehensive annual budget for the General Fund.
The budgets were prepared in accordance with the accounting procedures prescribed by the applicable
funding agency.

During the fiscal year ended March 31, 2022, the Authority was able to operate within its budgetary
guideline.

E. Capital Assets and Debt Administration

Capital Assets

As of March 31, 2022, the Authority’s investment in capital assets for its proprietary fund was $5,566,564 (net
of accumulated depreciation). This investment in capital assets includes land, buildings, equipment and
construction in progress.

Major capital assets purchased from grants of $433,356 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 5 to the Financial Statements
which is included in this Report.

Long Term Debt
The Authority does not have any long-term debt outstanding at this time.
F. Significant Changes from FYE March 31, 2021 to March 31, 2022

Changes in the Statement of Net Position

Total cash and cash equivalents (restricted and unrestricted) increased by $865,590 during the fiscal year
ended March 31, 2022. The Authority’s unrestricted cash and cash equivalent balances at March 31, 2022
were $3,193,556, representing an increase of $623,212 during the fiscal year. The Authority’s restricted cash
balance of $695,578 at March 31, 2022 reflects an increase of $242,378 from the prior year.



Housing Authority of the City of Orange
Management’s Discussion and Analysis (Continued)
March 31, 2022

F. Significant Changes from FYE March 31, 2021 to March 31, 2022(Continued)

As of March 31, 2022, the Authority had a deficit in unrestricted net position of $6,904,817, an increase of
$457,974 from its deficit of $7,362,791 at March 31, 2021. As of March 31, 2022, the Authority had a restricted
net position of $424,603, an increase of $411,125 from the prior fiscal year. The Authority experienced a
current operating gain of $702,363 which includes the receipt of capital grants of $433,356. The operating gain
of $702,363 also includes depreciation expense of $114,650. As noted in previous discussions, the Authority
recorded a payable to HUD of $1,138,200 in 2006 due to an error in its operating subsidy computation for the
fiscal year ended March 31, 2005 and for the nine-month period ended December 31, 2005. Those requisitions
contained errors in the allowable utilities expense levels that resulted in the over-funding of subsidy and a
recapture in subsidy for those periods of $757,500 and $380,700. Thus, the Authority is required to refund the
overpayment of $1,138,200 to HUD over a forty-year period without interest. Annual payments under the
repayment agreement are $28,455. Management has requested that HUD forgive this debt in order to give
the Authority the ability to move forward in its efforts to restructure its operations. The Authority continues
to await a response to its request to have this debt forgiven.

Changes in the Statement of Revenues, Expenses and Changes in Net Position

Operating revenue increased from $10,087,529 for the fiscal year ended March 31, 2021 to $10,877,029 for the
fiscal year ended March 31, 2022, representing an increase of $789,500 because of the following:

¢ Tenant revenue increased $38,391 or 3% percent for an ending balance of $1,164,057.

e HUD operating grants increased by $570,618 or 7% for an ending balance of $9,128,848 due to an
increase in Housing Choice Voucher Program subsidy.

e  Other operating revenues increased $80,491 or 45% percent.
Operating expenses (including depreciation expense) decreased from $10,395,652 for the fiscal year ended
March 31, 2021 to $10,174,666 for the fiscal year ended March 31, 2022. This decrease of $220,986 or 2%
percent is due primarily to a decrease in tenant services expense and Housing Assistance Payments expense.

G. 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, 2023.

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

¢ Funding allocations from HUD cannot be predetermined before the expense budget is prepared.



Housing Authority of the City of Orange
Management’s Discussion and Analysis (Continued)
March 31, 2022

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
Orange, 340 Thomas Boulevard, Orange, New Jersey 07051, or call (973) 675-1250.



Housing Authority of the City of Orange
Management's Discussion and Analysis
For the Year Ended March 31, 2022

L]

Composition of net position is as follows: Increase /
March 31,2022 March 31,2021  (Decrease) % Change

Cash and other current assets $ 4,543,056 $ 3,343,963 $1,199,093 26.4%
Capital assets, net and other assets 5,601,564 5,292,858 308,706 5.5%
Deferred Outflows of Resources 1,545,571 1,800,074 (254,503)  -16.5%

Total asets and Deferred Outflows of Resources 11,690,191 10,436,895 1,253,296 10.7%
Total Liabilities and Deferred Inflows of resources 12,603,841 12,528,350 75,491 0.6%
Net Position $ (913,650) $ (2,091455) $1,177805  -128.9%
Net Investment in Capital Assets $ 5566564 $ 5,257,858 $ 308,706 5.5%
Restricted Net Position 424,603 13,478 411,125 96.8%
Unrestricted Net Position (6,904,817) (7,362,791) 457,974 6.6%
Total Net Position $ (913,650) $ (2,091,455) _$1,177,805  -128.9%
Revenues
Tenant Revenue $ 1,164,057 $ 1,125,666 $ 38391 3.3%
HUD Operating Grants 9,128,848 8,558,230 570,618 6.3%
Other Income 584,124 403,633 180,491 30.9%
Total Operating Revenues 10,877,029 10,087,529 $ 789,500 7.3%
Expenses
Operating Expenses excluding depreciation 10,060,016 10,282,911 (222,895) -22%
Depreciation Expense 114,650 112,741 1,909 1.7%
Total Operating Expenses 10,174,666 10,395,652 $ (220,986) -2.2%
Excess(Deficiency) of Operating Revenues Over Expenses 702,363 (308,123) 1,010,486 125.0%

Non-Operating Revenues

Investment Income 3,436 6,988 (3,552) -103.4%
Gain on sale of assets 38,650 50,625 (11,975)  -31.0%
Net Income Before Capital Grants 744,449 (250,510) 994,959 -397.2%
Capital Grants 433,356 357,041 76,315 21.4%

Change in Net Position 1,177,805 106,531 1,071,274 91.0%

Net position, beginning of year (2,091,455) (2,197,986) 106,531 100.0%
Total net position, end of year $ (913,650) $ (2,091,455) $1,177,805 -128.9%




Housing Authority of the City of Orange

Statements of Net Position
As of March 31, 2022 2021
Assets
Current assets:
Cash and cash equivalents-unrestricted $ 3,193,556 $ 2,570,344
Cash and cash equivalents-restricted 695,578 453,200
Accccounts receivable 408,176 88,802
Inventories 41,043 35,066
Prepaid expenses 204,703 196,551
Total current assets 4,543,056 3,343,963
Capital assets, net ¢ 5,566,564 5,257,858
Other assets 35,000 35,000
Total assets 10,144,620 8,636,821
Deferred outflows of resources 1,545,571 1,800,074
‘Total assets and deferred outflows of resources $11,690,191 $10,436,895,
Liabilities and net position
Liabilities:
Current liabilities:
Accounts payable and accrued liabilities $ 2,214,275 $ 1,333,237
Tenant security deposits 74,566 69,407
Unearneded revenue 12,886 204,487
Total current liabilities 2,301,727 1,607,131
Long term liabilities:
Net pension liability 1,248,594 2,086,010
Net OPEB liability 4,133,643 4,133,643
Accrued compensated absences, non-current 359,372 366,929
Other long term liabilities 936,239 942,567
Total long term liabilities 6,677,848 7,529,149
Total liabilities 8,979,575 9,136,280
Deferred inflows of resources 3,624,266 3,392,070
Net position:
Invested in capital assets, net of related debt 5,566,564 5,257,858
Restricted 424,603 13,478
Unrestricted (6,904,817) (7,362,791)
Total net position (913,650) (2,091,455)
Total liahilites, net position and deferred inflows of resources $11,690,191 $10,436,895

The accompanying notes are an integral part of the financial statements.



Housing Authority of the City of Orange

Statements of Revenues, Expenses and Changes in Net Position

For the Year Ended March 31, 2022 2021
Operating revenues

Tenant revenue $ 1,164,057 $ 1,125,666
HUD operating grants 9,128,848 8,558,230
Other revenues 584,124 403,633
Total operating revenues 10,877,029 10,087,529
Operating expenses

Administrative 1,952,397 2,177,603
Tenant services 242,303 209,943
Utilities 502,356 415,241
Ordinary repairs and maintenance 601,177 584,122
Protective services 159,553 151,079
General expenses 338,448 299,079
Housing assistance payments 6,263,782 6,445,844
Depreciation 114,650 112,741
Total operating expenses 10,174,666 10,395,652
Operating loss 702,363 (308,123)
Non operating revenues

Investment income 3436 6,988
Gain on sale of assets 38,650 50,625
Total non operating revenues 42,086 57,613
Net income(los)s before capital grants 744,449 (250,510)
Capital grants 433,356 357,041
Change in net position 1,177,805 106,531
Net position at beginning of year 2,091,455 2,197,986
Net position at end of year $ (913,650) $(2,091,455)

The accompanying notes are an integral part of the financial statements.
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Housing Authority of the City of Orange

Statements of Cash Flows
March 31, 2022 2021
Net cash provided by(used in)
Operating activities:
Cash received from:
Tenants $1,433,966 $1,978,052
Grantors 9,128,848 8,558,230
Cash paid for:
Employees (1,416,128) (1,272,790)
Vendors and contractors (869,727) (976,679)
Utilities (502,356) (415,241)
Insurance (8,152) (52,831)
General expenses (1,175,864) 605,829
Housing assistance payments (6,263,782) (6,445,844) -
Cash flows from operating activities 326,805 1,978,726
Capital and related financing activities:
Purchase of capital assets (433,356) (374,796)
Capital grants 433,356 357,041
Deferred outflows of resources 254,503 (562,005)
Increase in insurance reserve - -
Cash flows from capital and financing activities 254,503 (579,760)
Investing activities:
Interest received on investments 3,436 6,988
Proceeds from disposal of assets 48,650 164,344
Deferred inflows of resources 232,196 (335,753)
Cash flows from investing activities 284,282 (164,421)
Net increase(decrease) in cash and cash equivalents 865,590 1,234,545
Cash and cash equivalents, beginning of year 3,023,544 1,788,999
Cash and cash equivalents, end of year $3,889,134 $3,023,544

4
-

The accompanying notes are an integral part of the financial statements.
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Housing Authority of the City of Orange

Statements of Cash Flows
March 31, 2022 2021
Reconciliation of operating income to net cash
used inoperating activities:
Operating loss $ 702,363 $ (308,123)
Items which did not use cash:
Depreciation 114,650 112,741
Gain on sale of asset - (50,625)
Increase(decrease) in cash from:
Accounts receivable (319,374) 454,357
Inventories (5,977) (4,967)
Prepaid expenses (8,152) (52,831)
Accounts payable 881,038 739,641
Accrued liabilities and unearneded revenue (199,158) 208,552
Security deposits 5,159 (5,604)
Unfunded pension and OPEB obligations (837,416) 904,908
Other liabilities (6,328) (19,323)
- $ 326805 1,978,726

The accompanying notes are an integral part of the financial statements.
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Housing Authority of the City of Orange
Notes to the Financial Statements
March 31, 2022 and 2021

Note 1. Nature of Organization and Description of Programs

The Housing Authority of the City of Orange (the “Authority”) is a governmental, public corporation
created under federal and state housing laws as defined by State statute (NJ, 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 Orange, New Jersey. 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 US. Department of Housing and Urban
Development and the State of New Jersey Department of Community Affairs. An executive director is
appointed by the Authority’s board of commissioners to manage the day-to-day operations of the
Authority. 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. Significant
programs of the Authority include:

. Low Income Public Housing Program
This program is designed to provide low-cost housing within the City of Orange. Under the 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.

Section-8 Housing Choice Vouchers Program

The Authority administers a program of rental assistance payments to private owners on behalf of
income eligible 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 Service Program

The Resident Opportunity and Supportive Services(ROSS) grant provides funds for job training and
supportive services to help residents of public housing transition from welfare to work. The program
also provides funding to connect elderly/disabled residents to critical services which help them
continue to live independently.

Note 2. Summary of Significant Accounting Policies

Reporting Entity

The Authority’s financial statements include those of the Housing Authority of the City of Orange and
any component unit. Component units are legally separate, tax-exempt organizations that meet all of
the following criteria:

¢ The economic resources received by the separate organization are almost entirely for the direct
benefit of the Authority.

¢ The Authority has the ability to access a majority of the economic resources held by the separate
organization.

e . The economic resources referred to above are significant to the Authority.
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Housing Authority of the City of Orange
Notes to the Financial Statements
March 31, 2022 and 2021

Note 2. Summary of Significant Accounting Policies(Continued)

Based upon the application of these criteria, this report includes all programs and activities operated
by the Authority. There were no 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.

Basis of Accounting
Financial statements of the Authority are prepared in accordance the Governmental Accounting

Standards Board (GASB) Statement 34, Basic Financial Statements and Management's Discussion and
Analysis for State and Local Governments. The GASB is responsible for establishing GAAP for state and
local governments through its pronouncements. In following this standard, the Authority prepares its
financial statements using the economic resources measurement focus and the accrual basis of
accounting. The standard requires the presentation of a Statement of Net Position, a Statement of
Revenues, Expenses and Changes in Net Position and a Statement of Cash Flows and it requires the
Authority to include management’s discussion and analysis and pension and OPEB information as
required supplementary information.

The programs of the Authority are organized as separate accounting entities (funds). Each program is
accounted for by a separate set of self-balancing accounts that comprise its assets, deferred outflows of
resources, liabilities, deferred inflows of resources, net position (program equity), revenues, and
expenses. The individual programs account for the governmental resources allocated to them for the
purpose of carrying on specific programs in accordance with laws, regulations, or other restrictions,
including those imposed by HUD. The funds of the Authority combined are considered enterprise
funds that are used to account for activities that are operated in a manner similar to those found in the
private sector.

The Authority’s enterprise funds are reported on the accrual basis of accounting and are accounted for
using the economic resources measurement focus. Revenue, expenses, gains, and losses resulting from
exchange and exchange-like transactions are recognized when exchanges take place.

* The Authority accounts for non-exchange transaction in accordance with GASB Statement 33,
Accounting and Financial Reporting for Non-exchange Transactions, which establishes accounting and
financial reporting standards for non-exchange transactions, including financial or capital resources.
The Authority’s primary source of non-exchange revenue relates to grants and subsidies. Grant and
subsidy revenues are recognized at the time eligible program expenditures occur and/or the Authority
has complied with the grant and subsidy requirements.

The Authority follows HUD’s PIH Notice 2008-9 which requires unused housing assistance
payments(HAP) under proprietary fund reporting to be reported as restricted net position, with the
associated cash and investments also reported on HUD's Financial Data Schedule(FDS) as unrestricted.
Any unused administrative fees are reported as unrestricted net position, with the associated assets
reported on the FDS as unrestricted.

Revenues from administrative fees and Housing Assistance Payments (HAP) of the Section 8 Housing
Choige Vouchers program continue to be recognized under the guidelines set forth in GASB 33.
Accordingly, both the time and purpose restrictions as defined by GASB 33 are met when these funds
are available and measurable, not when funds are expended. The Housing Choice Vouchers program is
no longer a cost reimbursement grant, therefore the Authority recognizes unspent administrative fees
in the reporting period as revenue from financial statement reporting.
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Note 2. Summary of Significant Accounting Policies(Continued)

Budgets and Budgetary Accounting

The Authority is required by contractual agreements to adopt annual, appropriated operating budgets
for all its enterprise funds receiving federal expenditure awards. The budgets are submitted to the
State of New Jersey Department of Community Affairs (DCA) in accordance with New Jersey statute.
After the New Jersey DCA approves the budget, it is formally adopted by resolution by the Authority’s
Board of Commissioners. Once adopted, the Board of Commissioners may amend the adopted budget
when unexpected modifications are required in estimated revenues and expenses. 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.

Use of 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 estimated allowance for doubtful accounts, accrued
expenses and other liabilities, depreciable lives of properties and equipment, amortization of leasehold
improvements and contingencies. Actual results could differ significantly from these estimates.

Taxes
The Authority is a federally subsidized unit of local government under New Jersey law and is not
subject to Federal or state income, real estate, or sales taxes.

Cash and Cash Equivalents

New Jersey statutes require authorities 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 State

of New Jersey or the New Jersey Cash Management Fund. State law provides a list of securities that
« may be purchased by New Jersey authorities.

In accordance with the statutes, the Authority deposits funds in public depositories protected from loss
under the provisions of the Governmental Unit Deposit Protection Act (GUDPA). GUDPA was enacted
to protect governmental units from loss of funds on deposit with failed banking institutions in New
Jersey. All of the Authority’s funds are deposited in accordance with N.J.S.A. 17:9-42, which requires
government units to deposit public funds only in public depositories located in New Jersey, when
funds are secured in accordance with the act.

HUD requires housing authorities to invest excess funds in obligations of the United State, 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 affiliated bank or trust company for the account of the
Authority. The Authority maintains collateralization in accordance with state and HUD requirements.

For statement of cash flow purposes, cash and cash equivalents include all cash balances and highly
liquid investments with initial maturity of three months or less.
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Note 2. Summary of Significant Accounting Policies(Continued)

Accounts Receivable and Collection Losses

Accounts receivable includes tenant rents which are due from tenants on the first day of each month.

Tenants’ receivable balances primarily consist of rents past due and vacated tenants. The Authority

periodically reviews for the collectability of tenant accounts. When accounts are deemed to be
_ uncollectible the Authority establishes an appropriate reserve. Write offs of tenant accounts must be

approved by the Board of Commissioners. When this occurs the amounts are charged against the

allowance account. ‘

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

Inventory
The Authority’s inventory is comprised of office supplies and maintenance materials. Inventory is

valued at the lower cost or market, and the Authority uses the first-in, first-out (FIFO) flow assumption
in determining cost. If inventory falls below cost due to damage, deterioration or obsolescence, the
Authority establishes an allowance for obsolete inventory.

Capital Assets
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 a capital asset, the cost and related accumulated
depreciation are eliminated from the accounts and any related gain or loss is reflected in the Statement
of Revenues, Expenses and Changes in Net Position. Depreciation is calculated using the straight-line
method based on the estimated useful lives of the following asset groups:

e Furniture and Equipment 3-5 Years
- o Site Improvements 15 Years
e Buildings 40 Years

The Authority has established a capitalization threshold of $1,000.

Asset Impairment
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 March 31, 2022 and 2021, the Authority has not recognized any reduction in the carrying
value of its capital assets.

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
up to a maximum of 25 days. Employees may be compensated for sick leave at retirement at the
current salary to a maximum of 120 days, plus 20% of the days in excess of 120.

Unearned Revenue
The Authority’s unearned revenue primarily consists of the prepayment of rent by residents and the
receipt of HUD and other governmental program funding applicable to future periods.
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March 31, 2022 and 2021

Note 2. Summary of Significant Accounting Policies(Continued)

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 settlements are made
periodically, and all inter-program balances net zero. Inter-program receivables and payables are
eliminated for financial statement purposes. However, they are reflected in the accompanying
Financial Data Schedule as required by HUD.

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.

Equity Classifications

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

Invested in Capital Assets, Net of Related Debt — 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 assets 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. Restricted Net Position includes the
Housing Assistance Payment reserve.

Unvrestricted Net Position — All other net assets that do not meet the definition of “restricted” or
“invested in capital assets, net of related debt.”

Pensions(GASB 68)

The Authority has adopted GASB Statement No. 68 Accounting and Financial Reporting for Pensions.
Accordingly, for purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expenses, information about the
fiduciary net position of the Public Employees Retirement System(PERS) and additions to/deductions
from PERS's fiduciary net position have been determined on the same basis as they are reported by
PERS. Benefit payments, including refunds of employee contributions, are recognized when due and
payable in accordance with the benefit terms. Investments are reported at fair value.

Other Post Employment Benefits-OPEB(GASB 75)

In accordance with GASB 75, the Authority accounts for its other postemployment benefits in essentially
the same way as it accounts for pension benefits. Other post-employment benefits include medical,
prescription drug, dental, vision, life insurance and disability benefits provided to retirees and certain
terminated employees.

New GASB Pronouncements

The Authority is in the process of reviewing recent GASB pronouncements that are expected to become
effective in year 2021 and thereafter. Currently, the Authority has not determined whether or not the
adoption of any of these pronouncements will have a material effect on the Authority’s financial
statements. A final determination will be made upon the completion of the evaluation.
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Housing Authority of the City of Orange
Notes to the Financial Statements
March 31, 2022 and 2021

Note 3. Cash and Cash Equivalents

At March 31, 2022 and 2021, the Authority had funds on deposit in checking and money market
accounts. All bank deposits as of the balance sheet date are covered by the Government Unit
Depository Protection Act of the State of New Jersey, which requires the institution to pool collateral
for all governmental deposits and have the collateral held by an approved custodian in the Authority’s

name.
4

For the fiscal years ended March 31, 2022 and 2021, the carrying amount of the Authority’s cash was
$3,023,544 and $1,788,999 and the bank balances approximated $ 2,377,090 and $2,076,978 respectively.

\!

Note 4. Accounts Receivable

As of March 31, accounts receivable consisted of the following:

2022 2021
Due from State of New Jersey, Congregate Housing $ 331,265 $ -
Tenant receivables, net ) 31,449 22,398
Fraud recovery receivables, net 45,462 66,404

$ 408,176 $ 883802

Note 5. Capital Assets

A summary of the changes in capital assets during the period ended March 31, 2021 is as follows:

R . 2001 - (Disposals) . Transfers - 2022
Land $ 772,671 $ (10,000) 762,671
Buildings and improvements 9,061,604 32,797 - 9,094,401
Furniture and equipment 346,792 (32,797) - 313,995

) 10,181,067 (10,000) - 10,171,067
Less; accumulated depreciation  (5,888,997) (114,650) - (6,003,647)

4,292,070 (124,650) - 4,167,420
Construction in progress 965,788 433,356 - 1,399,144
$5257,858 _$ 308,706 $ - $5,566,564

Depreciation expense for the years ended March 31, 2022 and 2021 amounted to $ 114,650 and 112,741
respectively.

Note 6. Other Assets
Other assets consist of surplus insurance deposits held with the Housing Authority Risk Retention

Group & Housing Authority Property Insurance, Inc. Amounts are initially invested to provide excess
insurance to housing authorities and equity dividends are earned and reinvested annually.
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Note 7. Non-current Liabilities

Non-current liabilities as of March 31, 2022 and 2021 consist of the following:

Balance at Balance at Due Within
Description March 31,2021  Additions Deletions March 31,2022  One Year
Pension liability $ 2,086,010 $ 837416 $ 1248594 $ -
OPEB liability 4,133,643 - - 4,133,643 -
Compensated absences 405,882 (6,580) - 399,302 39,930
Other long term liabilities 942,567 6,328 936,239 28,455

$ 7568102 $ (6580) $ 843,744 $ 6717778 $§ 68,385

« Note 8. Tenant Security Deposits

Tenant security deposits represent amounts held by the Authority on behalf of tenants participating in
the Low Income Public Housing Program. Upon termination from the program, the tenant is due
amounts deposited plus interest earned less any amounts charged for damage to the unit.

Note 9. 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 housing program in accordance with the provisions of its cooperation agreement with the
City of Orange. Under the cooperation agreement, the Authority must pay the City the smaller of 10%
of its net shelter rent or the approximate full real property taxes. For the years ended March 31, 2022
and 2021 liability for PILOT amounted to $190,399 and $143,342 respectively. The Authority is
currently negotiating with the city of Orange to have the PILOT forgiven.

Note 10. Accounts Payable-HUD and Other

During the fiscal year ending March 31, 20607, the Authority received $1,138,200 in excess funding due
to an error in calculating utility expenses. During the same fiscal year, the Authority reached a
preliminary agreement to pay the amount back to HUD over a period of 40 years at 0% interest, with
payments of $ 28,455 due annually. As of March 31, 2022 and 2021, the Authority has recorded current
amounts due of $ 398,370 and $ 369,915 recorded as other current liabilities and non-current amounts
due of $ 739,830 and $ 768,285 recorded as other long term liabilities in relation to this agreement.
Management has requested that HUD forgive this debt in order to give the Authority the ability to
move forward in its efforts to restructure its operations in light of the demolition of one of its low
income housing projects. The Authority continues to await a response to have this debt forgiven.

Note 11. Construction Commitments
At March 31, 2022 and 2021, the Authority retained outstanding construction commitments pertaining

to its capital fund. 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.
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Note 12. Pension Plan

General Information about the 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. ERS 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:

Tier 1 - Members who were enrolled by July 1, 2007.

Tier 2 - Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008.
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
sewice. 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. 43:15A and requires contributions
by active members and contributing employers. State legislation has modified the amount that is
contributed by the State. The State’s pension contribution is based on an actuarially determined
amount, which includes the employer portion of the normal cost and an amortization of the
unfunded accrued liability. Funding for noncontributory group insurance benefits is based on actual
claims paid.

The local employers’ contribution amounts are based on the actuarially determined rate which
includes normal cost and unfunded accrued liability. 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 State fiscal year 2009. 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. This 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. Contributions to the pension plan from the Authority for the year ended March 31, 2022 and
2021 amounted to $ 222,337 and $250,000 respectively.
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Note 12. Pension Plan(Continued)

Pension liabilities, pension expense and deferred outflows of resources and deferred inflows of
resources related to pensions- At March 31, 2022 and 2021, the Authority reported $2,086,010 and
$2,086,010 respectively, for its proportionate share of the net pension liability. The Authority’s
portion of the net pension liability was based on a