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REPORT OF INDEPENDENT AUDITORS

To the Board of Commissioners of the
Housing Authority of the Township of Neptune:

Report on the Financial Statements

We have audited the accompanying financial statements of the Housing Authority of the Township of Neptune
(the "Authority") as of and for the year ended September 30, 2018, and the related notes to the financial
statements, as listed in the accompanying table of contents.

Management’s Responsibility for the Financial Statements

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

Auditors' Responsibility

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

An audit involves performing procedures fo obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors' 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 auditors consider internal control relevant to the Authority’s preparation and fair presentation of
the financial statements in order to design audif procedures that are appropriate in the circumstances, but not for
the purpose of expressing an opinion on the effectiveness of the Authority’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
ptesentation of the financial statements.

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

1433 Hooper Avenus, suitle 329, Toms River, New Jersey 08753
www.novoco.com | 732503 4257



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the net position
(deficit) of the Authority as of September 30, 2018, and the changes in its net position (deficit) and its cash flows
for the year then ended in accordance with accounting principles generally accepted in the United States of
America,

Emphasis of Matter

Change of Accounting Principle

As discussed in Note 12 to the financial statements, during the year ended September 30, 2018, the Authority
adopted GASB 75, Accounting and Financial Reporting for Postemployment Benefits Other than Pension Plans.
We did not modify our opinion regarding this matter,

Other Matters
Required Supplementary Information

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

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Authority's basic financial statements. The schedule of expenditures of federal awards is presented
for the purpose of additional analysis as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Adminisirative Requirements, Cost Principles, and Audit Requivements for Federal Awards and is not a required
part of the basic financial statements. The accompanying financial data schedule is also not a required part of the
basic financial statements and is presented for the purposes of additional analysis as required by the U.S.
Department of Housing and Urban Development.

The schedule of expenditures of federal awards and financial data schedule are the responsibility of management
and were derived from and relate directly to the underlying accounting and other records used to prepare the basic
financial statements. Such information has been subjected to the auditing procedures apptied in the audit of the
basic financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements
or to the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the schedule of expenditures of
federal awards and financial data schedule are fairly stated, in all material respects, in relation to the basic
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 August 1, 2019 on our
consideration of the Authority's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority's internal control over financial reporting and compliance.

Novrpoctec. & By K7

August 1, 2019
Toms River, New Jersey
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AT SEPTEMBER 30, 2018

As management of the Housing Authority of the Township of Neptune (‘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 September 30, 2018. 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 and deferred outflows of resources of the Authority exceeded its liabilities and
deferred inflows of resources at the close of the most recent fiscal year by ($798,549) (net
deficit) as opposed to $3,216,222 net position for the prior fiscal year.

As of the close of the current fiscal year, the Authority reported ending unrestricted net
deficit of ($6,544,831).

The Authority’s cash and cash equivalents balance (including restricted cash and tenant
security deposits) at September 30, 2018 totaled $1,380,577 representing an increase of
$407,180 from the prior fiscal year.

The Authority had total operating revenues of $6,280,355 and total operating expenses of
$6,863,454 for the year ended September 30, 2018.

The Authority’s Expenditures of Federal Awards amounted to $4,875,053 for the fiscal year.

B. Using the Annual Report

1.

Management's Discussion and Analysis

The Management's Discussion and Analysis is intended to serve as an introduction to the
Authority’s financial statements. The Authority’s financial statements including the 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.

Basic Financial Statements

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



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AT SEPTEMBER 30, 2018

Using the Annual Report {continued)

2. Basic Financial Statements (continued)

The Statement of Net Position presents information on all the Authority’s assets and
deferred outflows of resources and liabilities and deferred inflows of resources, with the
difference between the two groups 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, regardiess 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 Statement of Cash Flows presents relevant information about the Authority's cash
receipts and cash payments during the year.

The Basic 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 Basic
Financial Statements can be found on Pages 10 through 14 in this report.

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 Basic Financial Statements. The Notes to
Financial Statements can be found in this report after the Basic Financial Statements.

4. Supplemental Informaticn

The Schedule of Expenditures of Federal Awards is presented for purposes of additional
analysis as required by the Uniform Guidance, Audits of States, Local Governments, and
Non-Profit Organizations and State of New Jersey Circular 15-08. The Schedule of
Expenditures of Federal Awards can be found on page 38 of this report.



C.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AT SEPTEMBER 30, 2018

The Authority as a Whole

The Authority's Net Position decreased during the 2018 fiscal year as detailed on page 7. The
Authority’s revenues are primarily subsidies and grants received from HUD. The Authority
receives subsidies each month based on a pre-approved amount by HUD. Grants are drawn
down based on need against a pre-authorized funding level. The Authority's operating
revenues were not sufficient to cover all expenses, excluding depreciation during the fiscal
year.

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). The Authority uses these
capital assets to provide housing services {o its tenants. Consequently, these assets are not
available for future spending. The unrestricted net position (deficit) of the Authority is available
for future use to provide program services,

Significant account changes from 2017 to 2018 are detailed as follows:

» (Cash and cash equivalents increased $402,842 primarily due to an increase in HUD
funding during the year ended September 30, 2018.

« Capital assets, net decreased $59,950 as depreciation expense of $512,570 exceeded
capital asset additions of $452,620.

o Accounts payable decreased $75,760 primarily due to the accrual of PILOT owed to the
Township of Neptune.

e HUD capitai grants increased $233,615 primarily due to the Authority increasing its CFP
Expenditures in fiscal year 2018.

e Operating Expenses increased $390,981 primarily due to the following reasons:

i. Housing assistance payment expenses increased $183,338 due to an increase in
units months leased during year ending 2018.

i. Tenant services costs decreased $9,322, as there was a decrease in employee
benefits expenses.

i, Utilities expense increased from $1,005,280 in 2017 to $1,018,412 in 2018 or
$13,132. Water, sewer and gas costs all increased from 2017 to 2018.

iv. Ordinary repairs and maintenance expenses decreased $35,610 primarily due to
decreases in materials and contract costs as well as employee benefits.



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
MANAGEMENT’S DISCUSSION AND ANALYSIS

AT SEPTEMBER 30, 2018

The Authority as a Whole (continued)

Computations of Net Position {Deficit) is as follows:

Cash and Other Assets
Capital Assets — Net

Total Assets
Deferred Qutflows
Less: Total Liabilities
Deferred Inflows

Net Position

Net Invested in Capital Assets
Resfricted Nat Position
Unrestricted Net Position (Deficit}

Total Net Pasition (Deficit)

Computations of Changes in Net Position (Deficit) are as follows:

Revenues
Tenant Revenues
HUD Subsidies
Other Revenues

Total Operating Revenues

Expenses
Other Operating Expenses

Housing Assistance Payments
Depreciation Expense
Total Operating Expenses

Operating loss

Non-Operating Revenues
Interest on Investments

HUD Capital Grants
Total Non-operating revenues
Change in Net Position (Deficit)
Net Position, Beginning of Year

Change in Accounting Principle — Adoption of GASB 75
Net Position (Deficit), Beginning of Year (as restated)

Net Position (Deficit), End of Year

September 30, September 30,
2018 2017
$ 1,472,489 $ 1,077.658
5,670,220 _5730,240
7,142,779 6,807,898
876,950 1,223,092
(5,726,668) (3,763,073)
(3,191,810} {1,051,695)
$_(708,549) $.2.216,222
$ 5,670,289 $ 5,730,240
75,993 70,809
6,544,831 2,584,827
$_(798,540) $.3.216,220
September 30, September 30,
2018 2017
$ 1,740,908 $ 1,729,843
4,334,447 3,036,443
205,000 172,282
6,280,355 5.838,568
3,612,004 3,383,842
2,738,880 2,555,542
__ 512,570 533,289
6,863,454 6,472.473
583,099 633,905
7,570 7,243
452820 219,005
460,180 226,248
{122,900) {407.857)
3216222 3623879
3,891,862 -
{675.640) 3623879
$ {798.549) $ 3,216,222



D.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
MANAGEMENT'S DISCUSSION AND ANALYSIS
AT SEPTEMBER 30, 2018

Budgetary Highlights

For the year ended September 30, 2018, individual program or grant budgets were prepared
by the Authority and were approved by the Board of Commissioners. 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. As
indicated by the change in net position, the Authority’s net position decreased during the fiscal
year. This decrease is indicative that the Authority is having difficulty operating within its
budgetary limitations in total, for all its programs resulting from increased costs and a
continuing reduction in HUD subsidies.

Capital Assets and Debt Administration

1. Capital Assets

As of September 30, 2018, the Authority’s capital assets were $5,670,290 (net of accumulated
depreciation). This investment in capital assets includes land, buildings, equipment and
construction in progress.

Purchases of capital assets totaled $452,620.

Additional information on the Authority’'s capital assets can be found in the Notes to the
Financial Statements, which is included in this report.

2. Debt Administration

The Authority has no outstanding long-term debt at this time.

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 September 30, 2018.

1. The significant cut-back on HUD subsidies and grants.

2. The continued reduction in interest rates on funds invested.



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
MANAGEMENT’S DISCUSSION AND ANALYSIS
AT SEPTEMBER 30, 2018

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 Bart J. Cook, Executive
Director, Housing Authority of the Township of Neptune, 881 Alberta Avenue, Neptune, NJ
07753.
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
STATEMENT OF NET POSITION (DEFICIT)

SEPTEMBER 30, 2018
ASSETS
Current assets:

Cash and cash equivalents § 1,177,261
Tenant security deposits 127,323
Accounts receivable, net 54,837
Prepaid expenses 37.075
Total current assets 1.396.496

Non-current assets:
Restricted cash 75,993
Capital assets, net 5.670,290
Total non-current assets 5,746,283

Total assets 7,142 779

DEFERRED OUTFLOW OF RESOURCES

State of New Jersey P.ER.S. 845,889
State of New Jersey S.H.B.P, 131,061
Total deferred outflow of resources 076,950
Total assets and deferred outflow of resources $  8.119.729

See accompanying notes to financial statements.
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
STATEMENT OF NET POSITION (DEFICIT) (continued)

SEPTEMBER 30, 2018 :
LIABILITIES
Current liabilities:

Accounts payable $ 88,475
Accrued expenses 9,884
Accrued compensated absences, current : 27,548
Tenant security deposits 127,323
Prepaid rent 9,862
Other current liabilities 5,708
Total current liabilities 268.800

Non-~current liabilities:
Accrued compensated absences, non-current 247,924
Accrued pension liability 2,486,929
Accrued OPEB liability 2,723.015
Total non-current liabilities 5.457.868
Total liabilities 5726668

DEFERRED INFLOW OF RESOURCES

State of New Jersey P.E.R.S. : . 1,256,137
State of New Jersey S.H.B.P. 1,733,178
Grants received in advance

202,295

Total deferred inflow of resources 3,191,610

NET POSITION (DEFICIT)

Net position (deficit):
Net investment in capital assets 5,670,290
Restricted 75,993
Unrestricted {6.544.832)
Total net position (deficit) {798,549}

Total liabilities, deferred inflow of resources and net position (deficit) $__8.119,729

See accompanying notes to financial statements.
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
STATEMENT OF REVENULS, EXPENSES
AND CHANGES IN NET POSITION (DEFICIT)
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Operating revenues:
Tenant revenue $ 1,740,908
HUD operating grants 4,334,447
Other revenues 205.000

Total operating revenues 6,280.355

Operating expenses:

Administrative . 1,238,109
Tenant services 120,937
Utilities 1,018,412
Ordinary repairs and maintenance 998,424
Insurance © 147,460
(General expenses ' 88,662
Housing assistance payments 2,738,880
Depreciation 512.579
Total operating expenses 6.863.454
Operating loss (583,099)

Non-operating revenues:

Investment income 7.570

Loss before capital grants | (575,529)
Capital grants 452.620

Change in net position (deficit) (122,909)
Total net position, beginning of year 3216222
Change in accounting principle - adoption of GASB 75 {3.891.862)
Net position (deficit), beginning of year (as restated) ‘ (675.640)
Total net position (deficit), end of year $___(798,549)

See accompanying noles to financlal siatemenis.

12



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Cash Flows from Operating Activities:
Cash received from grantors
Cash received from tenants and others
Cash paid to vendors and suppliers
Cash paid to employees

Net cash provided by operating activities

Cash Flows from Capital and Related Financing Activities:

Proceeds from capital grants
Purchase of capital assets

Net cash provided by capital and related financing activities

Cash Flows from Investing Activities:
Investment income

Net cash provided by investing activities
Net increase in cash and cash equivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

Reconciliation of cash and cash equivalents

to the Statement of Net Position (Deficit) is as follows:

Cash and cash equivalents
Tenant security deposits
Restricted cash

Cash and cash equivalents at end of year

Sec accompanying notes to financial stotenients.
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$ 4,536,742
1,952,043
(4,849,653)
(1.239.522)

399.610

452,620
452,620

7,570

7.570

407,180

973.397

$___1,380.577

§ 1,177,261
127,323

75.993

$___1.380,577



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE

STATEMENT OF CASH FLOWS (continued)
FOR THE YEAR ENDED SEPTEMBER 30, 2018

Reconciliation of operating loss to net cash
provided by operating activities:

Operating loss

Adjustments to reconcile operating loss to net cash

provided by operating activities:

Depreciation

Changes in operating assets, deferred outflow of resources,

liabilities, and deferred inflow of resources:

Accounts receivable, net
Prepaid expenses

Deferred outflow of resources
Accounts payable

Accrued expenses

Tenant security deposits liability
Prepaid rent

Accrued compensated absences
Other liabilities

Accrued pension liability
Accrued OPEB liability
Deferred inflow of resources
Grants received in advance

Net cash provided by operating activities

See accompanying noies to financial statements.
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$ (583,099

512,570

9,600
2,749
246,142
(75,760)
(1,413)
(846)
(2,619)
(52,245)
(9,078)
(617,459)
(1,168,847
1,937,620
202.295

h 399.610



NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization

- The Housing Authority of the Township of Neptune (the "Authority") is a governmental, public

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

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

B. Basis of Accounting / Financial Statements Presentation

The Authority's financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America ("GAAP"). The Governmental Accounting
Standards Board (GASB) is responsible for establishing GAAP for state and local governments
through its pronouncements (Statements and Interpretations).

The programs of the Authority are organized as separate accounting entities. 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 programs of the
Authority are combined and considered an enterprise fund. An enterprise fund is used to account
for activities that are operated in a manner similar fo those found in the private sector.

The Authority's enterprise fund is accounted for using the economic resources measurement focus
and the accrual basis of accounting. Revenues, expenses, gains, and losses from assets and
liabilities resulting from exchange and exchange-like transactions are recognized when the
exchange takes place.

The Authority's financial statements are prepared in accordance with GASB 34, Basic Financial
Statements and Management's Discussion and Analysis for State and Local Governments, as
amended ("GASB 34"). GASB 34 requires the basic financial statements to be prepared using the
economic resources measurement focus and the accrual basis of accounting and requires the
presentation of a Statement of Net Position (Deficit), a Statement of Revenues, Expenses, and
Changes in Net Position (Deficit) and Statement of Cash Flows., GASB 34 also requires the
Authority to include Management's Discussion and Analysis as part of the Required
Supplementary [nformation.
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NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
B. Basis of Accounting / Financial Statements Presentation (continued)

The Authority's primary source of non-exchange revenue relates to grants and subsidies. In
accordance with GASB 33, Accounting and Financial Reporting for Non-exchange Transactions
("GASB 33"), grant and subsidy revenue are recognized at the time eligible program expenditures
occur and/or the Authority has complied with the grant and subsidy requirements.

On January 30, 2008, HUD issued PIH Notice 2008-9 which requires that unused housing
assistance payments ("HAP") under proprietary fund reporting should be reported as restricted net
position, with the associated cash and investments also being reported as restricted. Any unused
administrative fees should be reported as unrestricted net position, with the associated assets
being reported on the financial data schedule as unrestricted.

Both administrative fee and HAP revenue 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 these funds are expended. The Section
8 Housing Choice Voucher program is no longer a cost reimbursement grant; therefore, the
Authority recognizes unspent administrative fee and HAP revenue in the reporting period as
revenue for financial staterent reporting.

In accordance with 2 CFR 200.305(b)(9), any investment income earned up to $500 on these
funds may be retained by the Authority. Amounts in excess of $500 must be remitted annuaily to
the Department of Health and Human Services, Payment Management System.

The Authority adopted GASB 68, Accounting and Financial Reporting for Pensions ("GASB
68"). GASD 068 established standards for measuring and recognizing liabilities, deferred outflows
of resources, deferred inflows of resources, and expenditures associated with pension plans of
State and Local Governments. For defined benefit pensions, GASB 68 identifies the methods and
assumptions that should be used to project benefit payments, discount projected benefit payments
to their actual present value, and attribute that present value to periods of employee service, In
addition, GASB 68 details the recognition and disclosure requirements for employers with
liabilities to a defined benefit pension plan and for employers whose employees are provided with
defined contribution pensions.

The Authority adopted GASB 75, Accounting and Financial Reporting for Postemployment
Benefits Other than Pensions ("GASB 75"). GASB 75 established standards for measuring and
recognizing liabilities, deferred outflows of resources, deferred inflows of resources, and
expenditures associated with post employment benefits other than pensions ("OPEBR") of State
and Local Governments, For defined benefit OPEB, GASB 75 identifies the methods and
assumptions that should be used to project benefit payments, discount projected benefit payments
to their actual present value, and attribute that present value to periods of employee service. In
addition, GASB 75 details the recognition and disclosure requirements for employers with
liabilities to a defined benefit OPEB plan and for employers whose employees are provided with
defined contribution OPEB.

16



NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
C. Reporting Entity

In accordance with GASB 61, The Financial Reporting Entity Omnibus - An Amendment of
GASB Statement No. 14 and No. 34, the Authority’s basic financial statements include those of
the Authority and any component units. Component units are legally separate, tax-exempt
organizations whose majority of officials are appointed by the primary government or the
organization is fiscally dependent on the primary government and there is a potential for those
organizations either to provide specific financial benefits to, or impose specific financial burdens
on, the primary government. An organization has a financial benefit or burden relationship with
the primary government if any one of the following conditions exist:

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

2. The primary government is legally obligated or has otherwise assumed the obligation to
finance the deficits of, or provide financial support to, the organization.

3 The primary government is obligated in some manner for the debt of the organization.

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

D. Deseription of Programs

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

Public and Indian Housing Program

The Public and Indian Housing Program is designed to provide low-cost housing within the
Township. Under this program, HUD provides funding via an annual contributions contract.
These funds, combined with the rental income received from tenants, are available solely to meet
the operating expenses of the program.

Section 8 Housing Choice Vouchers

The Authority administers a program of rental assistance payments to private ownets on behalf of
eligible low-income houscholds 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
household.

Public Housing Capital Fund Program
The purpose of the Public Housing 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,
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NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
E. Use of Management Estimates

The preparation of financial statements in accordance 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, deferred outflow of resources,
liabilities and deferred inflow of resources, and disclosure of contingent assets and liabilities at
the date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Significant estimates include the allowance for doubtful accounts, accrued
expenses and other liabilities, depreciable lives of properties and equipment, and contingencies.
Actual results could differ significantly from these estimates,

F. Cash and Cash Equivalents

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

N.J.S.A. 17:9-42 requires governmental units to deposit public funds enly in public depositories
located in New Jersey, when the funds are secured in accordance with the act.

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

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

For the Statement of Cash Flows, cash and cash equivalents include all cash balances and highly
liquid investments with a maturity of three months or less at time of purchase. It is the Authority's
policy to maintain collateralization in accordance with state and HUD requirements.

G. Accounts Receivable, Net

Rents are due from tenants on the first day of each month, As a result, accounts receivable
balances primarily consist of rents past due and vacated units. An allowance for doubtful
accounts is established to provide for accounts, which may not be collected in the future for any
reason. Collection losses on accounts receivable are charged against the allowance for doubtful
accounts, Also included in accounts receivable are those amounts that tenants owe the Authority
as payment for committing fraud or misrepresentation.
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NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 34, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
G. Accounts Receivable, Net (continued)

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

H. Allowance for Doubtful Accounts

The Authority periodically reviews all accounts receivable to determine the amount, if any, that
may be uncollectibie. If it is determined that an account or accounts may be uncollectible, the
Authority prepares an analysis of such accounts and records an appropriate allowance against
such amounts,

L. Prepaid Expenses

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

J. Capital Assets, Net

Capital assets are stated at cost. Expenditures for repairs and maintenance are charged directly to
expense as they are incurred. Expenditures determined to represent additions or betterments are
capitalized. Upon the sale or retirement of capital assets, the cost and related accumulated
depreciation 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 Buildings 40 Years
. Leasehold Improvements 15 Years
. Furniture and Equipment 3-5Years

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

K. Impairment of Long Lived Assets

The Authority evaluates events or changes in circumstances affecting long-lived assets to
determine whether an impairment of its assets has occurred. If the Authority determines that a
capital asset is impaired, and that the impairment is significant and other-than-temporary, then an
impairment loss will be recorded in the Authority's financial statements. During the year ended
September 30, 2018, there were no impairment losses incurred.
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NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)-
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
L. Inter-Program Receivables and Payables

[nter-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 setilements are made
periodically, and all inter-program balances net to zero. In accordance with GASB 34, 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.

M. Accounts Payable and Accrued Liabilities

The Authority recognizes a liability for goods and services received but not paid for as of year-
end. It also recognizes a liability for wages and fringe benefits related to services performed at
year-end but not yet paid to employees or taxing authorities.

N. Unearned Revenue

The Authority recognizes a liability for prepaid rents, which consists of the prepayment of rent by
residents applicable to future periods and for grants received in advance, which congists of grants
received in advance of meeting their timing requirements.

0. Compensated Absences )

Compensated absences represent amounts to which employees are entitled to based on
accumulated leave earned in accordance with the Authority's Personnel Policy. Employees may
be compensated for accumulated vacation leave in the event of retirement or termination from
service at the current salary. Employees may be compensated for sick leave af retirement or
termination at one half of the earned, accrued and unused sick leave at the current salary to a
maximum of 130 days or 182.5 days depending on length of service.

P. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred
inflows of resources related to pensions, and pension expense, 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. For this purpose, benefif payments (including refunds of employee contributions) are
recognized when due and payable in accordance with the benefit terms. Investments are reported
at fair value.
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NOTE 1.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Q. Other Post Employment Benefits

For purposes of measuring the net OPEB liability, deferred outflows of resources and deferred
inflows of resources related to the net OPEB, and OPEB expense, and information about the
fiduciary net position of the State Health Benefits Plan ("SHBP") and additions to/deductions
from SHBP's fiduciary net position have been determined on the same basis as they are reported
by SHBP. For this purpose, benefit payments are recognized when due and payable in accordance
with the benefit terms. There are no investments as this is a pay-as you-go plan.

R. Deferred Outflow of Resources / Deferred Inflow of Resources

In addition to assets, the statement of net position will sometimes report a separate section for
deferred outflow of resources. This separate financial statement element represents a consumption
of net position that applies to a future period and so will not be recognized as an outflow of
resources until that time,

In addition to liabilities, the statement of net position will sometimes report a separate section for
deferred inflow of resources. This separate financial statement element represents an acquisition
of net position that applies to a future period and so will not be recognized as an inflow of
resources until that time.

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

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

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

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

T. 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. The Authority receives annual operating subsidies from HUD. Operating subsidies ate
recorded at the time eligible program expenditures occur and/or the Authority has complied with
the subsidy requirements. Other confributions from HUD that are for development and
modernization of capital assets are reflected as capital grants. Operating expenses are costs
incurred in the operation of its program activities to provide services to residents and othars, The
Authority classifies all other revenues and expenses as non-operating.
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NOTE 1,

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTLES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
1J. Taxes

The Authority is a unit of local government under the New Jersey law and is exempt from real
estate, sales and income taxes by both the federal and state governments. However, the Authority
will pay a payment in lieu of taxes to cover municipal services provided by the local government
for certain properties owned throughout the Township.

V. Budgets and Budgetary Accounting

The Authority is required by contractual agreements to adopt annual, approptiated operating
budgets for all its Enterprise Funds receiving federal awards. All budgets are prepared on a HUD
basis, which is materially consistent with GAAP. All appropriations lapse at HUD's program year
end or at the end of grant periods. Pursuant to N.JL.S.A 40A:5A-10 and N.J.A.C. 5:31 each
authority is required to submit a budget for each fiscal year to the Director of the Division of
Local Government Services 60 days prior to the beginning of the fiscal vear.

W. Economic Dependency

The Section 8 Housing Choice Vouchers and Public and Indian Housing programs of the
Authority are economically dependent on operating grants and subsidies from HUD, The
programs operate at a loss prior to receiving the grants.

X. Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to and
destruction of assets; errors and omissions; injuries to employees; and natural disaster. The
Authority is a member of the New Jersey Public Housing Authorities Joint Insurance Fund
("JIE"), The joint insurance pool is both an insured and self-administered group of housing
authorities established for the purpose of insuring against property damage, general liability,
motor vehicles and equipment liability and workmen's compensation. The JIF will be self-
sustaining through member premiums. There have been no significant reductions in insurance
coverage. Settlement amounts have not exceeded insurance coverage except for deductibles for
the previous three years,
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30,2018

NOTE 2. CASH AND CASH EQUIVALENTS

As of September 30, 2018, the Authority had funds on deposit in checking, savings and money
market accounts. The carrying amount of the Authority’s cash and cash equivalents (including
restricted cash) was $1,380,577 and the bank balances approximated $1,407,838.

Cash Category Amount

Unrestricted $ 1,177,261
Tenant security deposits 127,323
Restricted 75,993
Total cash and cash equivalents $_1.380,577

Of the bank balances, $508,952 was covered by federal depository insurance and the remaining
$898,886 was collateralized by GUDPA as of September 30, 2018.

Custodial credit risk is the risk that, in the event of a bank failure, the government's deposits may

not be returned to it. The Authority does not have a formal policy for custodial credit risk. As of
September 30, 2018, the Authority's bank balances were not exposed to custodial credit risk.

NOTE 3. ACCOUNTS RECEIVABLE, NET

As of September 30, 2018, accounts receivable, net consisted of the following;:

Description Amount
Accounts receivable - tenants, net $ 21,927
Accounts receivable - miscellaneous 32910
Total accounts receivable, net 3 54,837

Accounts Receivable - Tepants, Net
Tenant accounts receivable represents amounts owed to the Authority by tenants for outstanding
rent. The balance is shown net of an allowance for doubtful accounts of $36,716.

Accounts Receivable - Miscellaneous

Accounts receivable - miscellancous consists of amounts owed to the Authority by tenants for
misceilaneous items such as late fees and key replacements. Management estimates the amount to
be fully collectible and therefore no allowance for doubtful accounts has been established.

NOTE 4. RESTRICTED DEPOSITS

As of September 30, 2018, restricted deposits consisted of the following:

Description Amount
Housing assistance payment reserves § 75,993
Tenant security deposits 127,323
Total restricted deposits $__203.316

£l
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TC FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

NOTE 4. RESTRICTED DEPOSITS (continued)

Housing assistance payment reserves are restricted for use only in the Section 8 Housing Choice
Vouchers Program for future housing assistance payments.

Tenant security deposits represent amounts held by the Authority on behalf of tenants
participating in the Public and Indian 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 5. CAPITAL ASSETS, NET

The following is a summary of changes in capital assets during the year ended
September 30, 201 8:

September 30, September 30,
Degcription 2017 Additions Disposals Transfers 2017
Non-depreciable:
Land $ 656,954 § - 5 - § - % 656,954
Construction in progress 468.067 452.620 (295,339 625,348
Total 1,125,021 452.620 (295,339 1,282,302
Depreciable;
Buildings 18,311,724 - - 237,703 18,549,427
Furniture and equipment 633,412 - - - 633,412
Leascehold improvements 4687413 - - 57.636 4.745.051
Total 23.632.551 - - 295.339 23,927.890
Less: accumulated depreciation 16.027.332 512,570 - - 19,539,602
Net capital assets $ 5730240 % (59.950) $ - % - % 5.670,250

Depreciation expense for the year ended September 30, 2018 amounted to $512,570.

NOTE 6. ACCOUNTS PAYABLE

As of September 30, 2018, accounts payable consisted of the following:

Description Amount
Accounts payable - vendors $ 18,266
Accounts payable - other government 70.209
Total accounts payable $___88.475
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NOTE 6.

NOTE 7.

NOTE 8.

NOTL Y,

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

ACCOUNTS PAYABLE (continued)

Accounts Payable - Vendors
Accounts payable - vendors represents the amounts payable to contractors and vendors for
materials received or services rendered.

Accounts Payable - Other Governments
Accounts payable - other governments represents amounts due and payable to the Township for
payments in lieu of taxes.

PAYMENTS IN LIEU OF TAXES

Under Federal, State and Local law, the Authority's programs are exempt from income, property
and excise taxes. However, the Authority is required to make a payment in lieu of taxes
("PILOT"} for the PHA Owned Program in accordance with the provisions of its Cooperation
Agreement with the Township. Under the Cooperation Agreement, the Authority must pay the
City the [esser of 10% of its net shelter rent or the approximate full real property taxes. During
the year ended September 30, 2018, the Authority incurred PILOT expense in the amount of
$70,209.

NON-CURRENT LIABILITIES

Non-current liabilities activity during the year ended September 30, 2018 consisted of the
following:

September 30, September 30, Duein

2017 Additions = Retirements 2018 One Year
Accrued compensated absences § 327,717  § 136,516  $(188,761) $ 275472 $ 27,548
Accrued pension liability 3,104,388 - (617,459) 2,486,929 -
Accrued OPEB liability 31.891.862 - 1,168.847) 2,723,015 -

Total non-current liabilities  $_7.323.967  $ 136516  $L.975.067) $.5.485416 $ 27.548

PENSION PLAN
A, Plan Description

The State of New Jersey Public Employees' Retirement System ("PERS"} is a cost-sharing
multiple-employer defined benefit pension plan administered by the State of New Jersey,
Division of Pensions and Benefits (the "Division"). For additional information about PERS,
please refer to the Division's Comprehensive Annual Financial Report, which can be found at
http:/fwww.nj.gov/treasury/pensions/financial-reports.shtml.

B. Benefits

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.
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NOTE 9.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

PENSION PLAN (continued)
B. Benefits (continued)
The following represents the membership tiers for PERS:

Members who were enrolled prior to July 1, 2007

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

bW -

Service retirement benefits of 1/55™ of final average salary for each year of service credit is
available to tiers 1 and 2 members upon reaching age 60 and to tier 3 members upon reaching age
62. Service retirement benefits of 1/60™ of final average salary for each year of service credit is
available to tier 4 members upon reaching age 62 and tier 5 members upon reaching age 65,

Early retirement benefits are available to tiers 1 and 2 before reaching age 60, tiers 3 and 4 before
age 62 with 25 years or more of service credit before age 62, and tier 5 with 30 years or more of
service credit before age 65. Benefits are reduced by a fraction of a percent for each month a
member retires prior to the age at which a member can receive full early retirement benefits in
accordance with their respective tier. Tier I 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 the service retirement age for
the respective tier.

C. Contributions

The contribution policy for PERS is set by N.J.S.A. 15A and requires contributions by active
members and contributing employers. State legislation has medified 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 the normal cost and unfunded accrued liability, Chapter 19, 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 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 the assets.
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NOTE 9.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TG FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

PENSION PLAN (continued)

D. Pension Liabilities, Pension Expense, and Deferred Qutflow of Resources and Deferred
Inflow of Resources Related to Pensions

At September 30, 2018, the Authority reported a liability of $2,486,929, for its proportionate
share of the net pension liability. The net pension liability was measured as of July 1, 2017 and
rolled forward io June 30, 2018.

For the year ended September 30, 2018, the Authority recognized pension benefit of $35,814. At
September 30, 2018, the Authority reported deferred outflow of resources and deferred inflow of
resources from the following sources,

Deferred Deferred

Outflow of Inflow of

Resources Resources
Changes of Assumptions $ 409,805  § 795,188
Changes in Proportion 388,658 424,799
Differences between expected and actual experience 47,426 12,823

Net differences between projected and actual

earnings on pension plan investments - 23,327
Total b 845880 % 1256137

Other amounts reported as deferred outflow of resources and deferred inflow of resources related
to pensions will be recognized in pension expense as follows:

Year ending September 30: Amouni
2019 18,928
2020 (26,206)
2021 (187,919)
2022 (162,891)
2023 — (52,160}
$ (410,248)

E. Actuarial Assumptions
The collective total pension liability for the June 30, 2018 measurement date was determined by

an actuarial valuation as of July 1, 2017, which was rolled forward to June 30, 2018. This
actuarial valuation used the following assumptions:
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

NOTE 9. PENSION PLAN (continued)

E. Actuarial Assumptions (continued)

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%

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

F. Long-term Expected Rate of Return

The [ong-term expected rate of return on plan investments is determined by the Staie Treasurer,
after consultation with the Directors of the Division of Investments and the Division of Pensions
and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic rates of return
for each major asset class included in PERS’s target asset allocation as of June 30, 2018 are
summarized in the following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Risk Mitigation Strategies 5.00% 5.51%
Cash Equivaients 5.50% 1.00%
U1.S. 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 1.60% 6.61%
Private Real Asset 2.50% 11.83%
Eguity Related Real Estate 6.25% 9.23%
U.S. Equity 30.00% 8.19%
Non-U.S. Developed Market Equity 11.50% 9.00%
Emerging Markets Equity 6.50% 11.64%
Buyouts/Venture Capital 8.25% 13.08%
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NOTE 9.

NOTE 10.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

PENSION PLAN (continued)
G. 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
the plan members will be made at the current member contribution rates and that contributions
from employers will be made based on the contribution rate in the most recent fiscal year. The
State employer contributed 50% of the actuarially determined contributions and the local
employers contributed 100% of their actuarially determined contributions. Based on those
assumptions, the plan’s fiduciary net position was projected to be available to make projected
future benefit payments of current plan members through 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 the total pension liability.

H. Sensitivity of the Authority's Proportionate Share of the Net Pension Liahility to
Changes in the Discount Rate

The following presents the Authority’s proportionate share of the net pension liability calculated
using the discount rate of 5.66 percent, as well as what the Authority’s proportionaie share of the
net pension liability would be if it were calculated using a discount rate that is 1 percentage point
lower (4.66 percent) or 1 percentage point higher (6.66 percent) than the current rate,

1% Decrease Discount Rate 1% Increase
{4.66%) (5.66%) {6.66%)
Authority's proportionate share of
the net pension liability $_ 3127025 $__2.486.,928 $§ 1,949,927

OTHER POST-RETIREMENT BENEFITS PLAN
A. Plan Description

The State Health Benefit Local Government Retired Employees Plan ("SHBP") is a cost-sharing
multiple-employer defined benefit OPEB plan administered by the State of New Jersey, Division
of Pensions and Benefits (the "Division™). It covers employees of local government employers
that have adopted a resolution to participate in the SHBP. For additional information about
SHBP, please refer to the Division's Comprehensive Annual Financial Report ("CAFR"), which
can be found at hitps://www.state.nj.us/treasury/pensions/financial-reports.shtml.
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NOTE 10.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

OTHER POST-RETIREMENT BENEFITS PLAN (continued)
B. Benefits

SHBP provides medical and prescription drug to retirees and their covered dependents of the
employers. Under Chapter 88, local employers elect to provide benefit coverage based on the
eligibility rules and regulations promulgated by the State Health Benefits Commission. Chapter
48 allows local employers to establish their own age and service eligibility for employer paid
health benefits coverage for retired employees. Under Chapter 48, the employer may assume the
cost of postretirement medical coverage for employees and their dependents who: 1) retired on a
disability pension; or 2) retired with 25 or more years of services credit in a State of locally
administered retirement system and a period of service of up to 25 years with the employer at the
time of retirement as established by the employer; or 3) retired and reached the age of 65 with 25
or more years of service credit in a State or locally administered retirement system and a period of
setvice of up to 25 years with the employer at the time of retirement as established by the
employer; or 4) retired and reached age 62 with at least 15 years of service with the employer.
Further, the law provides that the .employer paid obligations for retiree coverage may be
determined by means of a collective negotiations agreement.

Pursuant to Chapter 78, P.L., 2011, future retirees eligible for postretirement medical coverage
who have less than 20 years of creditable service on June 28, 2011 will be required to pay a
percentage of the cost of their health care coverage in retirement provided they retire with 25 or
more years of pension service credit. The percentage of the premium for which the retiree will be
responsible will be determined based on the retiree's annual retirement benefit and level of
coverage.

C. OPEB Liabilities, OPEB Expense, and Deferred Outflow of Resources and Deferred
Inflow of Resources Related to OPEB

At September 30, 2018, the Authority reported a liability of $2,723,015, for its proportionate
share of the net OPEB liability. The net OPEB liability was measured as of June 30, 2017 and
rolled forward to June 30, 2018.

For the year ended September 30, 2018, the Authority recognized OPEB expense of $433,270. At
September 30, 2018, the Authority reported deferred outflow of resources and deferred inflow of
resources from the following sources.

" Deferred Deferred
Outflow of Inflow of
Resources Resources
Changes of Assumptions : - % - % 650,728
Changes in Proportion - 489,581
Differences between expected and actual experience - 552,869
Net ditferences between projected and actual
investment earnings on OPEB plan investments 1,439 -
Contributions made subsequent to the
measurement date 129,622 -
Total 3 131,061 $  1.733.178
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NOTE 10.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

OTHER POST-RETIREMENT BENEFITS PLAN (continued)

C. OPEB Liabilities, OPEB Expense, and Deferred Outflows of Resources and Deferred
Inflows of Resources Related to OPEB (continued)

Other amounts reported as deferred outflow of resources and deferred inflow of resources related
to OPEB will be recognized in OPEB expense as follows:

Amount
Year ending September 30:

2019 $  (235.250)
2020 (235,250)
2021 (235,250)
2022 (235,446)
2023 (235,763)
Thereafter _ (425160

5__(1,602.119)

D, Actuarial Assumptions

The total OPEB liability for the June 30, 2018 measurement date was determined by an actuarial
valuation as of June 30, 2017, which was rolled forward to June 30, 2018. This actuarial
valuation used the following assumptions:

Inflation Rate 2.50%

Salary increases:

Through 2026 1.65 - 8.98%, based on age
Thereafter 2.65 - 9.98%, based on age

Preretirement mortality rates were based on the RP-2006 Headcount-Weighted Healthy Employee
Male/Female mortality table with fully generational mortality improvement projections from the
central year using the MP-2017 scale. Postretirement mortality rates were based on the RP-2006
Headcount-Weighted Healthy Annuvitant Male/Female mortality table with fully generational
improvement projections from the central year using the MP-2017 scale. Disability mortality was
based on the RP-2006 Headcount-Weights Disabled Male/Female mortality table with fully
generational improvement projections from the central year using the MP-2017 scale,

Certain actuarial assumptions used in the July I, 2017 valuation were based on the resulis of the
pension plang' experience studies of the State of New Jersey's defined benefit pension plans for
which 100% of active members are considered to participate in the SHBP upon retirement,
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NOTE 10.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNLE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

OTHER POST-RETIREMENT BENEFITS PLAN (continued)
E. Discount Rate

The discount rate used to measure the total OPEB liability was 3.87% as of June 30, 2018. This
represents the municipal bond return rate chosen by the State. The source is 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. As the long-term rate of return is less than the
municipal bond rate, it is not considered in the calculation of the discount rate, rather the discount
rate is set at the municipal bond rate.

F. Sensitivity of the Authority's Proportionate Share of the Net OPEB Liability to
Changes in the Disconnt Rate

The following presents the Authority’s proportionate share of the net OPEB liability calculated
using the discount rate of 3.87%, as well as what the Authority’s proportionate share of the net
pension liability would be if it were calculated using a discount rate that is | percentage point
lower (2.87%) or 1 percentage point higher (4.87%) than the current rate.

1% Decrease Discount Rate 1% Increase
{2.87%) {3.87%) (4.87%)
Authority's proportionate share of
the net OPEB liability $ 3.194.816 $_ 2723015 b 2,346,152

G. Health Care Trend Assumptions

For pre-Medicare preferred provider organization ("PPO") and health maintenance organization
("HMO") medical benefits, the trend rate is initially 5.8% and decreases to a 5.0% long-term
trend rate after eight years. For self-insured post-65 PPQ and HMO medical benefits, the trend
rate is 4.5% For prescription drug benefits, the initial trend rate is 8.0% decreasing to a 5.0%
trend rate after seven years. The Medicare Advantage trend rate is 4.5% and will continue in all
future years.

H. Sensitivity of the Authority's Proportionate Share of the Net OPEB Liability to
Changes in the Health Care Trend Rate

The following presents the Authority’s proportionate share of the net OPEB liability calculated
using the healthcare frend rate as disclosed above, as well as what the Authority’s proporticnate
share of the net pension liability would be if it were calculated using a heafthcare trend rate that is
1 percentage point lower or 1 percentage point higher than the current rate.

1% Decrease Discount Rate 1% Increase
Authority's proportionate share of
the net OPEB liability $ 2,271.431 b 2,723,015 $_ 3.307.432

32



NOTE 11,

NOTE 12.

NOTE 13.

NOTE 14.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO FINANCIAL STATEMENTS (continued)
SEPTEMBER 30, 2018

RESTRICTED NET POSITION

As of September 30, 2018, restricted net position consists of housing assistance payment reserves
totaling $75,993, which are restricted for use only in the Section 8 Housing Choice Vouchers
Program.

CHANGE IN ACCOUNTING PRINCIPLE

During the year ended September 30, 2018, the Authority adopted GASB 75. As a result of
adopting GASB 75, the Authority recorded a beginning OPEB liability and a charge to
unrestricted net position (deficit) as of October 1, 2017 on the Authority's statement of net
position (deficit) in the amount of $3,891,862.

CONTINGENCIES

The Authority receives financial assistance from HUD in the form of grants and subsidies.
Entitlement to the funds is generally conditional upon compliance with terms and conditions of
the grant agreements and applicable regulations, including the expenditure of funds for eligible
purposes, Substantially all grants, entitlements and cost reimbursements are subject to financial
and compliance audits by HUD. As a result of these audits, costs previously reimbursed could be
disallowed and require payments to HUD. As of September 30, 2018, the Authority estimates
that no material liabilities will result from such audits.

SUBSEQUENT EVENTS

Events that occur after the financial statement date but before the financial statements were
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent
events that provide evidence about conditions that existed at the financial statement date are
recognized in the accompanying financial statements, Subsequent events which provide evidence
about conditions that existed after the financial statement date require disclosure in the
accompanying notes to the financial statements. Management evaluated the activity of the
Authority through August 1, 2019 (the date the financial statements were available to be issued)
and concluded that no subsequent events occurred that would require disclosure in the notes to
the financial statements.
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_ NOVOGRADAC
Q & C M pAN Y LLPe CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners of the
Housing Authority of the Township of Neptune:

We have audited, in accordance with the auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards issued by the
Comptroller General of the United States and audit requirements as prescribed by the Division of Local
Government Services, Department of Community Affairs, State of New Jersey, the financial statements of the
Housing Authority of the Township of Neptune (the "Authority"), which comprise the statement of net position
(deficit) as of September 30, 2018, and the related statements of revenues, expenses and changes in net position
(deficit), and cash flows for the year then ended September 30, 2018 and the related notes to the financial
statements, which collectively comprise the Authorify's basic financial statements, and have issued our report
thereon dated August 1, 2019.

Internal Control Over Financial Reporting

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

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this section
and was not designed to identify all deficiencies in internal control thai 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.

1433 Hooper Avenue, Buite 329, Toms River, New Jersey (08753
www. novoco.com 1 732 503 4257
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Compliance and Other Matters

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

Purpose of this Report

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

suitable for any other purpose.

August 1, 2019
Toms River, New Jersey
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NOVOGRADAC
& COMPANY LLpe CERTIEIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE
FOR EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE AND
STATE OF NEW JERSEY OMB CIRCULAR 15-08

To the Board of Commissioners of the
Housing Authority of the Township of Neptune:

Report on Compliance for Each Major Federal Program

We have audited the Housing Authority of the Township of Neptune's (the "Authority") compliance with the
types of compliance requirements described in the OMB Compliance Supplement and the State of New Jersey
OMB Circular 15-08 that could have a direct and material effect on each of the Authority’s major federal
programs for the year ended September 30, 2018. The Authority’s major federal programs are identified in the
summary of auditors' results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of federal statutes, regulations, and the terms
and conditions of its federal awards applicable to its federal programs.

Auditors' Responsibility

Our responsibility is to express an opinion on compliance for each of the Authority's major federal programs
based on our audit of the types of compliance requirements referred to above. We conducted our audit of
compliance in accordance with auditing standards generally accepted in the United States of America; the
standards applicable to financial audits contained in Government Auditing Standards, issued by the 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) and the State of New Jersey OMB Circular 15-08. 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 occwrred. An audit includes examining, on a test basis, evidence about the Authority's
compliance with those requirements and performing such other procedures as we considered necessary in the
circumstances.

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

1433 Hooper Avenue, Buite 329, Toms Hiver, New Jersey 08753
WWW.NOVOCo. com 1 732.503 4257
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Opinion on Each Major Federal Program

In our opinion, the Authority complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for the year
ended September 30, 2018,

Report gn Internal Control Over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above, In planning and performing our audit of
compliance, we considered the Authority's internal control over compliance with the types of requirements that
could have a direct and material effect on each major federal program to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major
federal program and to test and report on internal control over compliance in accordance with the Uniform
Guidance and State of New Jersey OMB Circular 15-08, 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 Authority's internal control over compliance.

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

Our consideration of internal control ever 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
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 on the requirements of the Uniform
Guidance and the State of New Jersey OMB Circular 15-08. Accordingly, this report is not suitable for any other
purpose.

August I, 2019
Toms River, New Jersey
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ITOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Federal
Grantor/Program Title

LS, Department of Housing and Urban Development

Housing Voucher Cluster

Section 8 Housing Choice Vouchers
Total Housing Voucher Cluster

Public and Indian Housing Pregram
Public Housing Capital Fund Program

Total U.S. Department of Housing and Urban Bevelopment

See Report of [ndependent Auditors.

FOR THE YEAR ENDED SEPTEMBER 30, 2018

Federal
CFDA
MNumber

14.871

14.850
14.872

State
Pass-through
Number

N/A

NiA
N/A

38

Grant Period

From /__Te
10712017 9/30/2018
/12016 12/31/2018
471372016 5/28/2020

Grant Fiscal Year Cumulative
Award Expenditures Expenditures
P 2961477 § 3049463 § 3049463
2961477 3,049,463 3,049,463
3,114,065 1,148,960 3,114,065
1.793.273 676.624 1.0§85.249
$ 7868815 § 4875053 % 7248777




NOTE 1.

NOTE 2.

NOTE 3.

NOTE 4.

HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED SEFTEMBER 30, 2018

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards (the "Schedule") includes the
federal grant activity of the Authority under programs of the federal government for the year
ended September 30, 2018. The information in the Schedule is presented in accordance with the
requirements of Title 2 US. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance)
and State of New Jetsey OMB Circular 15-08. Because the Schedule presents only a selected
portion of operations of the Authority, it is not intended to and does not present the financial
position, changes in net position or cash flows of the Authority. Therefore, some amounts
presented in the Schedule may differ from amounts presented in, or used in the preparation of the
financial statements.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the Schedule are reported on the accrual basis of accounting, Such
expenditures are recognized following the principles contained in the Uniform Guidance and the
State of New Jersey OMB Circular 15-08, wherein certain types of expenditures are not allowable
or are limited as to reimbursement. Pass-through entity identifying numbers are presented where
available,

INDIRECT COST RATE
The Authority has not elected to use the ten percent de minimus indirect cost rate allowed under
the Uniform Guidance.

SCHEDULE OF CAPITAL FUND PROGRAM COSTS AND ADVANCES

The total amounts of Capital Fund Program Costs and Advances incurred and earned by the
Authority as of and for the year ended September 30, 2018 are provided herein.

501-16 501-17 501-18 Totals

Budget $§ 471672 8§ 541,555 8§ 780,046 § 1,793,273
Advances:

Cumulative through 9/306/17 $ 392,825 § - % - $ 392,825

Current Year 78.847 522 983 74,794 676,624

Cumulative through 9/30/18 471,672 522.983 74,794 1.069.449
Costs:

Cumulative through 9/30/17 392,825 - - 392,825

Current Year 78,847 522.983 74,794 676,624

Cumulative through 9/30/18 471.672 522 983 74.794 1.069.449
Excess / (Deficiency) b - 3 - 3 - 3 -

See Report of Independent Auditors.

39



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2018

I. Summary of Auditors’' Results

Financial Statement Section

1.

2.

3.

Type of auditors' report issued: Unmaodified

Internal control over financial reporting

a. Material weakness(es) identified? No
b. Significant deficiency(ies) identified? No
Noncompliance material to the financial statements? No

Federal Awards Section

1.

Internal control over compliance:
a. Material weakness(es) identified? No
b. Significant deficiency(ies) identified? No

Type of auditors' report on compliance
for major programs: Unmodified

Any audit findings disclosed that are required
to be reporied in accordance with 2 CFR 200.516(a)? No

Identification of major programs:

CFDA Numbet Name of Federal Program

14.871 Section 8 Housing Choice Vouchers
14.850 Public and Indian Housing Program
Dollar threshold used to distinguish between

Type A and Type B Programs: $750,000
Auditee qualified as low-risk Auditee? No

See Report of Independent Auditors.

40



HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
SCHEDULE OF FINDINGS AND QUESTTONED COSTS (continued)
SEPTEMBER 34, 2018

11. Financial Statement Findings

There were no findings relating to the financial statements which are required to be reported in
accordance with Government Auditing Standards.

III. Federal Award Findings and Questioned Costs

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

Iv. Schedule of Prior Year Federal Audit Findings

There were no findings or questioned costs in the prior year

See Report of Independent Auditors,
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNE
REQUIRED PENSION INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2018

SCHEDULE OF AUTHORITY CONTRIBUTIONS FOR THE LAST TEN FISCAL YEARS***

September 30,  September 30,  September 30,  September 30,  September 30,

2014 2015 2016 2017 2018

Contractually required contribution s 119,197 % 108,731 § 94022 % 123,543 % 125,635
Centributicus in relation to the contractually

required contribution 119,197 108.731 94,022 123543 125,635
(Over) / under funded 3 - 3 - § - 3 - 3 -
Authority's covered-employee payroll $§ 1162930 § 1136756 $ 1033638 $ 1054138 $ 1042408
Contributions as a percentage of covered-
employee payroll 10.25 % 9.57 % 9,10 % 1172 % 12.05 %

#% = Until a full 10 year trend is compiled the Authority {s presenting information for those years that are available.

See Report of Independent Auditors,
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HOUSING AUTHORITY OF THE TOWNSIIP OF NEPTUNE
REQUIRED PENSION INFORMATION
FOR THE YEAR ENDED SEPTEMBER 306, 2018

SCHEDULE OF THE AUTHORITY'S PROPORTIONATE SHARE OF THEIR NET PENSION LIABILITY FOR THE LAST TEN FISCAL YEARS***

September 30,  September 30,  September 30, September 30,  September 30,

2014 2015 2016 2017 2018

_Authority's proportion of the net pension liability 0.0145 % 0.0126 % 00106 % 0.0133 % 0.0126 %
Aauthority's proportionate share of the '

net pension liabitity $ 2707100 $ 2839017 $ 3.134519 $ 3104388 § 2486929
Authority's covered-employec payroll $ 1162939 3§ 1136756 § 1033658 $§ 1.054.138 §__ 1.042408
Authority's proportienate share of the net pension

liability (assct) as a percentage of its covered-

employee payroll 232.78 % 249.75 % 303.23 % 204 50 % 238.58 %
Plan fidociary net position as a percentage of the

total pension liability 52.08 % 47.93 % 40.14 % 48.10 % 53.60 %

*#% = Tntil a full 10 year trend is compiled the Authority is presenting information for those years that are available.

Sec Report of Independent Auditors.
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HOUSING AUTHORITY OF THE TOWNSIIP OF NEPTUNE
REQUIRED OTHER POST EMPLOYMENT BENEFITS INFORMATION
FOR THE YEAR ENDED SEPTEMEBER 30, 2018

SCHEDULE OF AUTHORITY CONTRIBUTIONS FOR THE LAST TEN FISCAL YEARS**#

September 30,  September 30,

2017 2018

Statutorily required contribution $ 492,235 $ 482,144
Contributions in relation to the statutorily .

required contribution 492,233 482 144
Contribution deficiency (excess) k3 : 3 -
Autherity's covered-employee payroll § 1.054138 § 1042408
Coniributions as a perceniage of covered-
employee payroll 46.70 % 4625 %

**¥% =Until a full 10 year trend is compiled the Authority is presenting information for those years that are available.

See Report of Independent Auditors.
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HOUSING AUTHORITY OF THE TOWNSHIP OF NEPTUNLE
REQUIRED OTHER POST EMPLOYMENT BENEFITS INFORMATION
FFOR THE YEAR ENDED SEPTEMBER 30, 2018

SCHEDULE OF THE AUTHORITY'S PROPORTIONATE SHARE OF THEIR NET OPEB LIABILITY FOR THE LAST TEN FISCAL YEARS*#**

September 30,  September 30,

2017 2018

Authority's proportion of the net OPEB liability 0.0191 % 0.0174 %
Authority's proportionate share of the

net OPER liability § 3891862 § 2723015
Authority's covered-employee payroll § 1054138 3§ 1.042408
Authority's proportionate share of the net OPEB

liability as a percentage of ils covered- :

employee payroll 36920 % 26122 %
Plan fiduciary net position as a percentage of the

total OPEB liability 1.03 % 197 %

*#% = Until a full L0 year trend is compiled the Authority is presenting information for those years that are available.

See Report of Independent Auditors,
45



1lousing Authority of the Township of Neptunc
NJoas | [ ]
Finaticlal Data Schodule (P38}
R RO R o |
Sepl a0, 2018
14.873 Housing Cholee
Acconnl Descripli Project Toial { Vouchers TOTAL
Lire Itcin 4]
ASSETS;
CURRENT ASSETS:
Cash:
111 Cash - wnresircted H 957271 1 % 17999 | § LI77.261
12 Cash - restricted = modemizalion aud develop - - -
13 Cash - other restricted - 75993 75.993
114 Cash - lenant securily deposii 121323 - 127323
115 |Cask = resiricied for payment of current liabililic - - -
1t Tolal cash 11245 255,983 1.380.577
]
Aceounts aud notes reccivibles )|
121 Accounis receivable - PHA projects - . -
122 Accounls receivable - HUD olher project: - - -
124 Accounls receivablz « oiher govemmen - - -
125 Accounl fe - I 32.910 - 32910
136 Accounts receivable- lonanle 43,856 - 13,8356
126.1 Allowance for doubtiful accounis + lenant {21,029); - 0,99
126.2 Allowanee for doublful nceounts - othe - - -
127 Males and morpages receivable- clrren - - -
124 Fmud recovery 14,787 - 11787
[FA| Altowance for deublful acconnts - lfmad (14.787) - {14,787
129] Accrued inferes! reccivable - - B
120 "Toinl receivables, nel of allowances for dobiful sceownt 54,837 - 54437
Currenl jnvesiments
131 Inveslmes ~ wnresiriclet - - -
132 Tnvesinenls - résiicled - - B
135 Trwestments - resiricted fer paynkent of enrrent iabillt - - -
142 Picpaid expenses and other assels 37075 - 37.075
143 Invenlonies - - -
13,1 Allowance for obsolete {nwventorie « N -
Lt [nferproguim ~ dug fromw - - -
145 Asscls held for sale - . -
130 TOTAL CURRENT ASSETE 1.216.30 235,983 1472487
[
NONCUORRENT ASSETS:
Fixed assls:
161 Land 656,954 | - 656.954
162 ilding 18.519.427 ¢ - 18.540.427
53 Funiilure, equip & machinery - dwelling - ! - -
164 Furnilure, cyuig & wachinery - administrati 31312, f [E5EIH
163 Lessehold improvemgnt: 4,745,051, - 4,745,051
166 A d depreciation (19,539,902, - (19.539,902)]
167 C ioit In Progres: 625,318 - 625,338
[ 168] Tud) - - z
160 Toia! fixed asscts, nei of . d depreciatio 3.670,290 - 5.070). 29
Other non-current assels.
171 Notes and morigagses receivalle - non-curren - - n
172 Noles and moitpages receivablc-non-gurrent ~ past du - - -
173 Grants Recelvable Mon Cumrenl - - -
K] Other 13523 - - -
i Tudsirbuied debii d - .
17 Invesimant in joint venture - - -
P
180 TOTAL NONCUORREMT ASSELE 567,20 - 3670290
i
200 Dul‘Lm:A OIIE‘ﬂa\\‘s ol Resurce: TR018S 1 195,765 076,950
290 TOTAL ASSETS AND DEFERRED DUTFLOYWS OF RESOURCES k] 7.666.981 ! § 452,48 | § %.119.729

See Report of Independent Auditors. 46



Housing Authority of the Township of Neptunc .
NJOJ8
Finuncial Data Schedule (FDS)
T T T 7T
September 30, 2018
14 871 Housing Cholee
Accounl Deseription Projecl Tolal Vonehers TOTAL
Line llem # I
LIABILITIES AND EQUITY
Liabilitfes: | |
Curent LTnbifliies;
3 Bark overdrafl $ - - -
312 Accounts payable < 50 days 12,739 5.527 LB.266
K1E] Accounls payablc > H days past dwc - - -
3zl Accmied wage/payroll isxes payablc 9.884 - 2384
322, Acertied I 1 ubscilces - enment portio 25.046 2,502 27518
324 Acgrued conti Tiability - - -
325 Accried inieiest puyable - - -
31 Acceunis payable - HUD PEA prograni - - -
32 A payable - PHA projsclt - - -
EEEK] Accauits payable - otficr govemmen 70,200 | -
EEL] Tenant security deposiu 127323 .
342 Uneamed revenue 9,862 -
341 Current periton of L-T debl « copital praject - " - -
34 Current pertion of L-T debl - operating botrowing - - -
345 Ciler corrent ligbilitics 3,70% - 5.708
346 Accrued Hubllilles - oiher - - -
3 Intery - due 1 - - -
348 Loan Hability « Current - - -
310 TOTAL CURRENT LIABILITIED 260,771 ¢ 8129 268800
NONCURRéN'l‘ LIABILITIES
351 Lowg-lenin 2bE, niet ol curtenl - capilel #Iojcel - - <
352 Lotig-lenn debl, nef ol currenl - eperaling borrowing . - N
353 Non-carrent Habililies- other - T - -
354 Accried compensaled absences « Aoncuren 225471 23,513 247914
355 Loan Liabilily - NMon Crorem - - -
154] FASB 5 Liabilities - - -
157 Acaned pension sl CPED liabilitie: 262,107 - U47.837 3.209.944
150 [TOTAL NONCURRENT LIABILITIES 4.187.518 970,350 3457868
i TOTAL LIABILITIES 4,748,285 ¢ VIR 3.726.608
[
400 Del'r.-rm:% [uﬂ‘nws of Resource 2,444 160 747450 3191610
EQUITY:
5081 Tnvesled in Capital Assols. Nel of Related Deb 5.671.289 - 5,670,280
SILI|  |Reslricicd Not Posilior 73053 75003
512.1 i icted Net Positior {5.195.757) {1201 (6.544.831)
I 1
503 T()"I'AL EQUITY 474,532 - (1.273.081) {708,544
i) TOTAE LIARILITIES, DEFERRED INFLOWS AND EQUITY ] 7.666.581 | § 45218 | § B.119.729
l'rn‘uf oI! wnlccpt - T - -
| T 1 !

See Report of Independent Auditors.
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Housing Authority of the Township of Neptune

NJ048

Financlal Data Schedule (FI3$)
|REN)

Scplenber 3%, 2018

14871 Housing Chioice

Account B OPERATING CAPITAL Vouchers TOTAL
Line ftom #
- REVENUE:
T0INY; Net teuani renll revenne E 1,720,501 - 3 n 1,720,501
FHG! [ Tenant revenue - alher 20.407 - - 20407
70500 | [Tolal 1enan revene T 740508 - - 1.740.908
70600] [HUD PHA grauts 1.148.966 221.004 2961477 4334947
70610| {Capital grants - 152,620 - 452,620
0716] [Management fee - - 0 -
70720 |Assel feg - - - -
70730] [Boak keeping fee - - - -
T0H0] |Pront line serviee feg - - - -
70750 jCiher fees - - - -
THRO0] [Ciler govemment grant: - - - -
71190] [favesument lucome - nuresiricted 6,659 - vt 7.5
71200| [Morpage inlerest income - - - -
71300[ |Proceeds from dispositian of asseets held for sat - - - -
7101 [Casl of sale of asscts - - - -
FUO0[ [Froond recovery 6,382 - - 6,381
71509] Oiher revenue 198.61% - - 198,618
71600] | Gait or loss on sale of Tixed assclr - - - -
72000 Thiveshiment income - testricter - - - -
70000 | TOTAL REVENUE 3,101.533 676,624 2,962,388 6,740,545
TR
Ad'mlnfslmti\'c
9L Admini ive salarics 282,554 40,616 102,134 425314
')]202' Aunditing fegs 11,360 - 2,000 13.360
H3007 [ [Outside fee! - - - -
91310 | |Book-keeping fec - - - -
214004 | [Adverising and mark - - - -
91500] | [Empleyee beuefil conributions- nd 4784 13,53 151,352 613332
21600 | [Ofice expenses 50,074 - 576 50,650
91700] 1 |Lepal expenses 18,140 - 18.759 R[ETR)
91800] | [Travel - L5 1016 38586
51810 | [Allocated overhend - - - -
Z1900| | |Other - 29.968 - 29,968
[Total A %0569 115,603 281347 238,109 |
[
92008 | | fAssei Management Fec - - . =
Tehait seivices
9le}ﬁi" Tenant services - salatics 72,009 - -
9220%) Relocation cosis - - -
'Jlﬁﬂﬁl Enpioyes benelit contnbutions- tennnt service 48,137 - -
92400 Tenanl services - ol 795 - -
[Total Tenan Services 120,937 - .
Ulilities
93160 Waler 176.575 - - 176.975
23200 Electriciiy 72,140 - - T2040
93300 Cas 292,861 - - 192,860
83400 Fuel - - -~ -
93500, Labor 121027 - - 191,027
53600 Sewer 139,160 - - 159,160
9370 Enployee benefil contribulions- uiititc 126,350 - - 126,350
03800 Other ylilities cxpense - - - -
[Towl Utilities 1018412 - < Lolg 02
Crdinary wainicnonee & opertlog
FRIGD] Ordinary 1nai i openions - labo 384605 - - 381,605 |
91200 Ordibiury i sind operations - maleials & athe 158,950 - - 198.950
04300 Ordliary mai and operations - cOLMKCT CosL 174.202 B - 170302
H500) Employee benelil contrbullzis- ordinary maintensne 240,667 - - 240,667
998,424 - - 908,424

[Total Crdinary Maintcnauce
I

Protective setvices

95100 Proleclive services - labol

05200 Ptoleclive services- other conlragl cost:

03300 Proleclive services - olhe

95500 Employce benefit contribitions- proleclive service

[Totat Protective Servioer

See Report of Independent Auditors.
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1lousing Authority ol the Township of Neptunc
NJ048 |
Financial Dala Schedule (FDS)
I
Seprember 30. 2018
14.871 Honsing Cligice
Accound D OPERATING CAPITAL Vouchers TOTAL
Line e i
Geueral cxpenses
96110 Properly insurance - - . z
96120, Ligbilily {tsuntise - - - -
96130 Workmgn's comp - - - B
06 [40] Allolher fnsurangcg 132,355 - 15,105 147,160
[Toml Insunince 132,355 - 15,03 137,460
06200 Other gencral expenses - - 1,295 1,205
96210 Comp { absehces - . 12,36 12,336
96,300, Eayments in lieo of taxe: 70,209 - - 70,209
06400) Bud debi - lenant rems 4,822 - . EX 5]
D6504) Bad debi- morigages - - N -
96600 Bad (leb( - othet - - - -
95700 Tulerest expense . - - -
96710 Interest of morigege (or bonds) payabk - - - -
96720 Tsterest on Noles Payable (Short and Long Term - - - -
26730] Amertization ol hond [sste cosk: - - - -
D680 Severance expense - - - -
Total General Expenses 75021 - 13,631 BE,662
26900 TOTAL GPERATING EXPENSES 3,185,728 §15.573 310,583 3,612,004
97000 \
EXCESS OPERATING REVENUE OVER OPERATING EXPENSES i3.195) 561,931 2.651.805 3128541
IT0| [ [[E divary . - - =
972MH)) Casually losses - non eapitalizge - - - -
97300 Housing assistunce paymenl: - - 2.738.830 2. 718880
97350 HAP Portabilily - in - - - -
97400, Dep ion exXpense 513,570 - - 512,570
EEENT Fraud losses - - - -
27800 DiweHling units rent expenst - - - -
G0N TOTAL EXPENSES 1658298 115,593 3049463 6,863,454
OTHER FINANCING SOURCES (USES)
10610 Operling transfers in 108,311 - - 108311
10030 Cperting Irmsfers oul - {108311) - {L08.311Y
1030 Gpemiing musfers fipmfto primary govenument - - - -
10040 Operating Imisfers froni/to unit - - - -
107N Fxtrordinary items. uet gainloss - - - -
10080 Special items (net galn/loss) - - - -
15091 Inter Projeel excess ensh transfer in - - - -
10092 Tnter Project excess cash transfer ont - - - -
3 Trnsfers betwveen program and profeet in - - - -
10094 'Trans{ers between program and praject oul - - - -
10100 TOTAL OTHER FINANCING SOURCES (USES) 108311 (LhB.311) - -
] f
10000) EXCESS (DEFICIENCY) OF REYENUE OVER EXPENSES (4838 454} 452,620 (87.0°75), (122,009
LT
MEMO ACCOUNT INFORMATION:
11020 | |Required anmal debt pringipal payments - - - -
11030 itk equily 2,900,805 468,066 {152,643 1,216,222
L4 | |Prior pedod adj it equity Iranslers (2,5G3,166) (295,33%) (1,031,357} {3.391,862)
11170| | |Administrative fee equiy - - (210.1%5) (216,185}
11180 | tHousing assistance paymenis ity - - 75,993 75,903
- - (13L192) {134,192}
111907 | |Unit moniks available L4 - 3816 7,956
L1210 | [Nombor of unit months leased 4033 - 2715 6,718
Equity Roll Fonwvard Tesl
Catculation from R/E Slatement $ 474,532 | 8 - $ (L.273.081)] $ (798,549
Bf§ Line 513 £ 474,512 | § - $ (1, 273080} $ (798.549)
3 - |3 - |8 - % -
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