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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
MANAGEMENT'S DISCUSSION AND ANALYSIS
September 30, 2016

As Management of the Authority, we offer readers of the Authority’s financial statements this narrative
overview and analysis of the financial activities of the Authority for the fiscal year ended September 30,
20186. We encourage readers to consider the information presented here in conjunction with the

Authority’s financial statements as presented elsewhere in this Report.

A. Financial Highlights

1~ The assets of the Authority exceeded its liabilities at the close of the most recent fiscal year by
$8,624,093 {net position) versus $8,019,370 for the prior fiscal year.

2 — As of the close of the current fiscal year, the Authority’s Proprietary Fund reported an ending
Unrestricted Net Position deficit of $1,191,8386.

3 — The Authority’'s unrestricted cash and cash equivalent balance at September 30, 2016 was
$2,114,249, representing an increase of $334,654 from the prior fiscal year.

4 - The Authority had Total Operating Revenues of $5,828,429, and Total Operating Expenses of
$6,716,802 including depreciation and amortization expense of $591,539 for the year ended September

30, 2016.

5 — The Authority’s capital outlays for the fiscal year were $382,263, of which $346,850 was funded from
the Capital Fund Program. The remaining $35,413 was funded from operations.

6 - The Authority's Expenditures of Federal Awards amounted to $3,775,694 during the current fiscal
year.

B. Using the Annual Report

1 — Management’s Discussion and Analysis

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

2 — General Purpose Financial Statements

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

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

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

leave).




HCOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
MANAGEMENT’S DISCUSSION AND ANALYSIS
September 30, 2016

2 — General Purpose Financial Statements {(Continued)

The financial statements report on the Authority’s activities. The activities are primarily supported by HUD
subsidies and grants. The Authority's function is to provide decent, safe and sanitary housing to low
income and special needs populations. The financial statements can be found on pages 8 through 10.

3 — Notes to Financial Statements

The Notes to Financial Statements provide additional information that is essential to a full understanding
of the data provided in the financial statements. The Notes to Financial Statements can be found on
pages 11 through 24 of this report.

4 - Supplemental Information

The Schedule of Expenditures of Federal Awards (SEFA) is presented for the purpose of additional
analysis as required by Uniform Guidance, Audits of States, Local Governments, and Non-profit
Organizations. The SEFA can be found on page 26 of this report. The Statement and Certification of
Actual Modernization Grants is presented on page 31. Supplemental schedules pertaining to the Public
Employces Retirement System are also presented on pages 32-33 to supplement the basic financial

statements.

C. The Authority as a Whole

The Authority’s Total Net Position decreased by $381,625 during the current fiscal year. The Net
Investment in Capital Assets decreased by $209,276 because depreciation expense of $591,539
exceeded fixed asset purchases of $382,263. Restricted Net Position decreased $10,488 primarily
because HAP expenses exceeded HAP revenue. Unrestricted Net Position decreased $315,513 during
the current fiscal year primarily due to the required adjustments related to the GASB 68 Pension Liability
and GASB 45 OPEB Liability.

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 revenues were sufficient to cover all expenses,
after excluding depreciation during the fiscal year.

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

D. Budgetary Highlights

For the year ended September 30, 2016, Individual program or grant budgets were prepared by the
Authority and were approved by the Board of Commissioners. The budgets were primarily used as a
management tool and have no legal stature. The budgets were prepared in accordance with the
accounting procedures prescribed by the applicable funding agency. Operating results for the fiscal year
ended September 30, 2016 were consistent with its adopted budget.

E. Capital Assets and Debt Administration

1 — Capital Assels

As of September 30, 2016, the Authority’s net investment in capital assets for its Propriétary Fund was
$11,530,116 (net of accumulated depreciation). This investment in capital assets includes land,
buiidings, equipment and censtruction in progress.




HOUSING AUTHORITY OF THE TOWN CF MORRISTOWN
MANAGEMENT’'S DISCUSSION AND ANALYSIS
September 30, 2016

E. Capital Assets and Debt Administration {Continued)

Maijor capital assets purchased from grants of $346,850 during the fiscal year pertained principally to
expenditures made in accordance with the Authority’s Capital Fund Program. These activities are funded
by grants from HUD. An additional $35,413 of capital asset purchases were funded from operations.
Additional information on the Authority’s capital assets can be found in Note 5 to the Financial Statements
which is included in this Report.

2 — Long Term Debt

During the year ended September 30, 2005, the Authority entered into a Capital Fund Leveraging Pool.
The New Jersey Housing and Mortgage Finance Agency issued bonds and the funds were distributed to
the Housing Authority. In December 2004, the Authority received $2,918,636 to be used for capital
improvements to its building. Further details can be found in Note 10 to the financial statements. The
balance outstanding on this debt at September 30, 2016 is $1,720,000, $150,000 of which is included in

current liabilities.

F. Significant Changes from FYE September 30, 2015 to September 30, 2016

Total cash increased $348,683 during the current fiscal year. Cash provided by operating activities was
$356,390, cash used by financing activites was $35,413, and cash provided by investing activities
$27.706.

Accounts receivable from HUD decreased $88,376. The prior year balance of $198,292 (897,387 of
operating subsidy and $46,137 of capital fund} was collected during the current fiscal year. The current
year balance of 854,788 Is all related fo capital fund.

Net fixed assets decreased by $209,276 when compared fo the prior fiscal year. The Authority
purchased $382,263 of capital assets and incurred $591,539 of depreciation expense during the current

fiscal year.

Payment in Lieu of Taxes (PLIOT) liability increased $80,695 during the fiscal year ended September 30,
2016. The current year balance of $163,123 represents the 2015 expense of $82,428 and the 2016
expense of $80,695. The prior year balance of $82,428 was paid in October 2016.

Accrued pension and OPEB liability increased $1,975,879 due to the required adjustments related to the
most recent actuarial valuations for the Authority’s portion of the Public Employees’ Retirement System of
New Jersey and also it's Other Post Retirement Benefits.

Total operating revenues decreased $57,367 when compared to the prior fiscal year primarily because
HUD operating grants decreased $64,416. Public housing operating subsidy decreased $8,158, Housing
Choice Voucher HAP subsidy decreased $68,660, Housing Choice Voucher Admin subsidy increased
$3,636 and capital funds used for operations increased $8,766.

Total operating expenses increased $271,672 when compared to the prior fiscal year primarily because
administrative expenses increased $253,420 as administrative employee benefits increased $242,253.
This large increase is the result of the most recent Pension and OPEB actuarial valuations.

G. Economic Factors and Next Year's Budgets and Rates

The following factors were considered in preparing the Authority's budget for the fiscal year ending
September 30, 2017

1 — The state of the economy, particularly in light of current world affairs.
2 — The need for Congress to reduce the federal deficit and the possible continued cut-backs in HUD

subsidies and grants.
3




HOUSING AUTHCORITY OF THE TOWN OF MORRISTOWN
MANAGEMENT'S DISCUSSION AND ANALYSIS
September 30, 2016

H. Coniacting the Authgrity’s Financial Management

The financial report is designed to provide a general overview of the Authority’s finances for all those
with an interest. Questions concerning any of the information provided in this report or requests for
additional financial information should be addressed to the Executive Director, Housing Authority of
the Town of Morristown, 31 Early Street, Morristown, NJ 07960 or call (973) 538-6343.



HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
MANAGEMENT'S DISCUSSION AND ANALYSIS
September 30, 2016

Computation of Net Position are as follows:

Cash and Other Current Assets

Net Fixed Assets

D eferred Outflow of Resources
Total Assels

Less: Tofal Liabilities

Less: Deferred Inflow of Resources

Net Position

Invested in Capital Assets
Restricted Net Position
Urrestricted Net Position

Total Net Position

Computation of Changes in Net Position are as follows:
Operating Revenues
Tenant Revenues
HUD Operating Grants
Other
Total Operating Revenues
Operating Expenses
Operating Expenses Excl HAP and Depreciation
Housing Assistance Payments
Depreciation Expense
Total Operating Expenses

Excess (Deficiency) of Operating Revenue Over Expenses

Non-Operating Income / {Expenses)
Interest on Investments

Net Operating Income/(Loss} Before Capital Grants
Capital Grants
Excess (Deficiency) of Revenues Over Expenses

Beginning Net Position
Prior Period Adjustment

Ending Net Position

Year Ended
Sept. 30,2016 Sept. 30, 2015
$ 3,277,109 $ 3,006,614
11,530,116 11,739,392
1,688,066 334,629
16,495,291 15,080,635
(7,600,524) (5,673,317)
{270,674} {387,948)
$ 8,624,003 $ 9,019,370
9,810,116 9,879,392
18,465 29,953
{1,205,488) {889,975)
$ 8,624,093 $ 9,019370
$ 2,380,762 $ 2,364,766
3,288,844 3,353,260
158,823 167,770
$ 5,828,429 $ 5,885795
4,291,164 3,989,029
1,834,009 1,850,785
591,539 591,664
6,716,802 6,431,478
(888,373) (545,682)
6,246 6,033
{882,127} (539,649)
486,850 347,596
(395,277) (192,053)
98,019,370 11,780,335
- (2,568,912}
$ 8,624,093 $ 9,019,370




POLGAR

CERTIFIED PUBLIC ACCOUNTANTS

2035 HAMBURG TURNPIKE, UNIT H

WAYNE, NEW JERSEY 07470

TELEPHONE: {973) 831-6969

INDEPENDENT AUDITOR'S REPORT FAX: {973) 831-6972

E-MAIL: POLCARICO@OPTONLINE.NET

Board of Commissioners
Housing Authority of the Town of Morristown
Morristown, New Jersey

Report on the Financial Statements

We have audited the accompanying Statements of Net Position of the Housing Authority of the
Town of Morristown, herein referred to as the Authority, as of September 30, 2016 and 2015 and the
related Statements of Revenue, Expenses and Changes in Net Position and Cash Flows for the years
then and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

arror.
Auditor's Responsibility

Our 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 applicabie to financial audits contained in Government Auditing Standards
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free from
material misstatement.

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

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

our apinion.

Opinion :
In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Housing Authority of the Town of Morristown, as of September 30, 2016 and
2015, and the changes in net position, and its cash flows for the years then ended, in accordance with the
accounting principles generally accepted in the United States of America.

As discussed in Note 15 to the financial statements, the Housing Authority of the Town of Morristown
adopted new accounting guidance, GASB Statement No. B8 Accounting for Pensions. Our opinion is not

modified with respect to this matter.
6




INDEPENDENT AUDITOR'S REPORT
(Continued)

Other Matters

Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the

management's discussion and analysis presented on pages 1-5 and the Supplemental Schedules
pertaining to the Public Employees Retirement System presented on pages 32-33 be presented to
supplement the basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board, who considers it to be an
essential part of financial reporting for placing the financial statements in an appropriate operational,
economic, or historicai context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States
of America, which consisted of inquiries of management about the methods of preparing the information
and comparing the information for consistency with management's responses to our inquiries, the basic
financial statements, and other knowledge we obtained during our audit of the financial statements. We
do not express an opinion or provide any assurance on the information because the limited procedures
don not provide us with sufficient evidence to express an opinion ar provide any assurance.

Other Information

Our audits were conducted for the purpose of forming an opinion on the financial statements of
the Housing Authority of the Town of Morristown. The Financial Data Schedule is presented for purposes
of additional analysis and is not a required part of the basic financial statements The schedule of
expenditures of federal awards is presented for purposes of additional analysis as required by Title 2 U.S.
Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, and is also not a required part of the basic financial statemenits.

The financial data schedule and the schedule of expenditures of federal awards for the year
ended September 30, 2016 are the responsibility of management and were derived from and directly
relate to the underlying accounting and other records used to prepare the basic finahcial statements.
Such information has been subjected to the auditing procedures applied in the audit of the financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial statements or to the
financial statements themselves, and other additional procedures in accordance with auditing standards
general accepted in the United States of America. In our opinion, the financial data schedule and the
schedule of expenditures of federal awards are fairly stated in all material respects in relation to the
financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards we have also issued our report dated June
29, 2017 on our consideration of the Housing Authority of the Town of Morristown'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-eompliance. P
;e S T s

POLCARI & COMPANY

CERTIFIED PUBLIC ACCOUNTANTS #
Wayne, New Jersey
June 29, 2017

POILGAR] & co.

7 CERTIFIED PUBLIC ACCOUNTANTS



HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
Morristown, New Jersay
COMPARATIVE STATEMENTS OF NET POSITION
At September 30, 2016 and 2015

ASSETS AND DEFERRED OUTFLOW OF RESQURCES

2016 2015
CURRENT ASSETS
Cash and Cash Equivalents - Unrestricted 3 2114249 % 1,779,595
Cash - Restricted - Modernization & Development 2,128 1,955
Cash - Other Restricted 16,538 27,998
Cash - FSS Escrows 50,520 29,379
Cash - Tenant Security Deposits 202,466 198,292
Accounts Receivable - Tenants (Net of Allowance of $41,266 and $27,614) 34,611 30,668
Accounts Receivable - HUD 54,788 143,524
Investments - Unrestricted 728,890 725,833
Prepaid Expenses 72,918 69,370
Total Cutrent Assets 3,277,109 3,008,614
FIXED ASSETS
Land 250,000 250,000
Buildings 22,139,884 21,885,408
Furniture and Equipment - Administration 1,547,889 1,535,906
Furniture and Equipment - Dwelling 897,835 871,374
Construction in Process 633,647 544,304
Total Fixed Assets 25,469,255 25,086,992
Less: Accumulated Depreciation (13,939,139) (13,347,600)
Net Fixed Assets 11,530,116 11,739,392
Deferred Outflows of Resources 1,688,066 334,628
TOTAL ASSETS $ 16485291 $15,080,635

LIABILITIES, NET POSITION AND DEFERRED INFLOW OF RESOURCES
CURRENT LIABILITIES

Accounts Payable 3 92151 § 144,820
Accrued Interest Payable 32,945 35,497
Accrued Wages and Payroll Taxes £3,069 36,522
Current Portion of Compensated Absences 19,297 18,500
Payment in Lieu of Taxes 163,123 82,428
Current Portion of Long Term Debt 150,000 140,000
Security Deposits Payable 202,466 198,292
Deferred Revenue - Tenant Prepaid Rents 4,688 7,763
Total Current Liabilities 717,740 661,912
LONG TERM LIABILITIES
Family Self Sufficiency Escrows 49,722 29,379
Accrued Pension and OPEB Liability 5,089,403 3,113,624
Compensated Absences 173,659 148,602
Long Term Debt 1,570,000 1,720,000
Total Long Term Liabilities 6,882,784 5,011,405
TOTAL LIABILITIES 7,600,524 5,673,317
Deferred Inflow of Resources 270,674 387,948
NET POSITION
Net Investment in Capital Assets 9,810,116 9,879,392
Restricted Nef Position 19,465 29,953
Unrestricted Net Position {1,205,488) {889,975)
TOTAL NET POSITION $ 8,624,093 § 9,019,370

See Notes to Financial Statements



HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN

Morristown, New Jersey

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

For the Years Ended September 30, 2016 and 2015

OPERATING REVENUES
Dwelling Rentals $
HUD Operating Grants

Other

2016 2015

2,380,762 § 2,364,768
3,283,844 3,353,260

158,823 167,770

Total Revenues

5,828,429 5,885,786

OPERATING EXPENSES
Administration

Housing Assistance Payments
Utilities

Ordinary Maintenance & Operations
Tenant Services

General Expense

Interest Expense

Depreciation Expense

1,590,871 1,337,451
1,834,009 1,850,785
1,222,228 1,156,970
1,113,127 1,090,327

2,028 1,128
279,248 313,532
83,662 89,621
591,639 591,664

Total Operating Expenses

6,716,802 6,431,478

Operating [ncome/(Loss)

Non Operating Revenues/(Expenses):
Interest

(888,373)  (545,682)

6,246 6,033

Net Operating Income/(Loss) Before Capital Grants

Capital Grants

(882,127)  (539,649)

486,850 347,596

Net income/(Loss)
Beginning Net Position

Prior Period Adjustment

(395,277)  (192,053)

9,019,370 11,780,335

- (2,568,912)

Ending Net Position 3

8,624,093 § 9,019,370

See Notes to Financial Statements



HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN

Morristown, New Jersey
COMPARATIVE STATEMENTS OF CASH FLOWS

For the Years Ended September 30, 2016 and 2015

CASH FLOWS FROM OPERATING ACTIVITIES
Cash Received:
From Tenants for Rental & Other Income
From Government Agencies for Operating Grants
From Other Operating Revenues
Cash Paid
To Employees for Operations
To Suppliers for Operations
For Housing Assistance Payments

Net Cash Provided by Operating Activities

CASH FLOWS FROM CAPITAL & RELATED FINANCING ACTIVITIES

016 2015

2,373,755 § 2,391,103
3,377,580 3,218,010
155,275 164,653

(1,168,778)  (1,181,086)
(2,547,343)  (2,648,516)
(1,834,008) _ (1,851,050)

356,380 93,114

Capital Grants Received
Repayment of Debt
Acquisition of Property & Equipment

Net Cash Provided by Capital & Related Financihg Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Investment Income
Security Deposits Received Net of Returns
FSS Escrow Returned
{Purchase)/Sale of Investments

Net Cash Provided by Investing Activities

Net Increase {Decrease) in Cash & Cash Equivalents

Cash & Equivalents at Beginning of Period

Cash & Equivalents at End of Period

RECONCILATION OF OPERATING INCOME/(LOSS)TO NET CASH

486,850 347,596
(140,000)  (140,000)
(382,263) _ (272,278)

(35,413) (64,682)
6,246 6,032
4,174 8,216

20,343 422
(3,057) (12,463)
27,706 2,207

348,683 30,839

2,037,219 2,008,580

2,385,902 § 2,037,219

PROVIDED /{USED) IN OPERATING ACTIVITIES
Operating Income/(Loss)

Adjustments to reconcile Operating Income/(Loss) to Net Cash

Provided/(Used) in Operating Activities:
Depreciation

Decrease/{Increase) in Assets
Accounts Receivable - Tenants
Accounts Receivable - HUD Operating Grants
Prepaid Expenses
Deferred Outflow of Resources

Increase/(Decrease) in Liabilities
Accounts Payable
Due to HUD
Accrued Interest Payable
PILOT Payable

Deferred Revenue
Compensated Absences
Other Current Liabilities
OPEB Liability
Deferred Inflow of Resources
Net Cash Provided to Operating Activities

See Notes to Financial Statemenis
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(888,373) $ (545,682)

591,539 591,664
(3,943) 26,959
88,736 (135,250)
(3,548) (3,117)

(1,353.437)  (334,629)

(36,222) 38,229

- (265)
(2,552) (2,414)
80,695 (8,464)
(3,064) (622)
27,954 22,169
1,975,879 56,588
(117,274) 387,948

356,380 $ 93,114




HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
NOTES TO FINANCIAL STATEMENTS
September 30, 20186

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

A. Organization — The Housing Authority of the Town of Morristown (The Authority) is a governmental,
public corporation created under the laws of the state of New Jersey to provide housing for qualified
individuals in accordance with rules and regulations prescribed by the United States Department of
Housing and Urban Development. The Authority is governed by a Board of Commissioners which is
essentially autonomous but is responsible to the U.S. Department of Housing and Urban Development
and the New Jersey Department of Community Affairs. An executive director is appointed by the housing
authority’s Board to manage the day-to-day operations of the Authority. The Authority is responsible for
the development, maintenance and management of public housing for low and moderate income families
residing in the Town of Morristown. Operating and modernization subsidies are provided to the Authority

by the federal government.

B. Activities — The combined financial statements include all the accounts of the Authority. The Authority
is the lowest level of government over which the Authority's Board of Commissioners and Executive
Director exercise oversight responsibility. The Authority is not included in any Governmental “reporting
entity” since its board members, while they are appointed primarily by the mayor, have decision making
authority, the power fo designate management, the responsibility to significantly influence operations, and
primary responsibility for accounting and fiscal matters. The Authority has not identified any entities which
should be subject to evaluation for inclusion in the Authority’s reporting entity.

C. Significant Accounting Policies

a. Basis of Accounting — The accrual basis of accounting is used for measuring financial position and
operating results of Proprietary Fund Types. Under the accrual basis of accounting, transactions are
recoghized when they occur, regardiess of when cash is received or disbursed. Proprietary Fund
revenues and expenses are recognized on the accrual basis, with revenues recognized in the accounting
period in which they are earned and become measurable, and expenses recognized in the period
incurred, if measurable. Thus, for example, proprietary funds recognized revenue in the period in which a
service is provided, regardless of how long after the end of the period the revenue is expected to be

collected.

Using the accrual basis of accounting is consistent with the proprietary fund focus on measuring all the
costs of providing goods or services for the period and matching those costs with the revenues earned
during the period by providing the goods or services.

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

are defined as follows:

11



HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

b. Report Presentation — (continued}

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

debt is included in the same net position component as the unspent proceeds.

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

Unrestricted Net Position — This component consists of net position that does not meet the definition of
Restricted Net Position or Invested in Capital Assets, Net of Related Debt.

The adoption of Governmental Accounting Standards Board Statements 34, 37 and 38 have no significant
effect on the basic financial statements, except for the classification of net position in accordance with

Statement No. 34.
The Enterprise Fund is used for activities which are financed and operated in a manner similar to a private
business enterprise where the intent is that the costs (expenses, including depreciation) of providing

goods or services to its clients on a continuing basis be financed or recovered primarily through user
charges or operating subsidies. All of the Authority’s assets, liabilities, revenues, and expenses are

reported using a single enterprise fund.
Significant Accounting Policies are as follows:

1 — Cash and cash equivalents are stated at cost, which approximates market. Cash and cash
equivalents include cash in banks, petty cash, certificates of deposit, and other investments with original
maturities of less than three months from the date of purchase.

Investments are recorded at fair value based on quoted market prices. Fair value is the amount at which
a financial instrument could be exchanged in a current transaction between willing parties.

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

3 — Buildings and equipment are recorded at cost for all programs and depreciation is computed on the
straight [ine basis.

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

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

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

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

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

9 — Inventories in the Proprietary Fund consist of supplies and are recorded at the lower cost or market.
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HQUSING AUTHORITY OF THE TOWN OF MORRISTOWN
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

Significant Accounting Policies — {continued)

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

and expenses during the reporting period.

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

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

13 — Inter-fund receivables and payables arise from inter-fund transactions and are recorded by all funds
affected in the period in which the transactions are executed.

14 — Long-lived assets to be held and used are tested for recoverability whenever events of changes in
circumstances indicate that the carrying amount may nof be recoverable. When required, impairment
losses on assets to be held and used are recognized based on the fair value of the asset and long-lived
assets to be disposed of by sale are reported at the lower of carrying amount or fair value less cost to sell.
As of September 30, 2016 and 2015, the Authority has not recognized any reduction in the carrying value
of its fixes assets when considering SFAS 144.

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

each revenue source,

d. New Accounting Pronouncements — The Authority was required to adopt GASB Statement 68,
Accounting and Financial Reporting for Pensions which requires employers to recognize their
proportionate share of the collective net pension liability, collective deferred outflows of resources,
collective deferred inflows of resources and collective pension expense excluding that atiributable to
employer-paid member contributions. Additional information regarding the adoption of GASB 68 can
be found in Note 8 to these financial statements.

NOTE 2 — Cash and Cash Equivalents

The Authority maintains cash and investments in local banks. These funds are covered by the
Governmental Unit Depository Protection Act of the State of New Jersey, which requires the institution to
pool collateral for all governmental deposits and have the collateral held by an approved custodian in the

Authority’s name.

HUD’s Financial Management Handbook (Number 7475.1) authorizes public housing authorities to invest
in US obligations, US agencies, money market funds limited to US obligations, certificates of deposit,
savings accounts, and repurchase agreements fully collateralized by US obligations (with certain

restrictions).

Cash and Cash Equivalents of $2,385,902 at September 30, 2016 and $2,037,219 at September 30,
2015, consisted of the following:
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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE 2 — Cash and Cash Equivalents {Continued)

2016 2015
Checking Accounts $2,130,688 $1,807,493
Restricted Debt Service Accounts 2,128 1,955
Security Deposits 202,466 198,292
FSS Escrow Account 50,5620 29,379
Petty Cash 100 100

$2,385,902 $2,037,219

The carrying amount of the Authority's cash and cash equivalents as of September 30, 2016 was
$2,385,902 and the bank balances were $2,483,932. Of the bank balances, $252,128 was covered by
FDIC insurance and $2,231,804 was covered by collateral agreements as required by New Jersey statute.
Cash and cash equivalents, except petty cash are held in the Authority's name.

The Authority's cash and cash equivalents are categorized as prescribed in GASB 40 to give an indication

of the level of risk assumed by the Authority. As described above, $2,231,804 of the authority’s deposits
exceeded FDIC insurance and were collateral agreements required by the State of New Jersey.

NOTE 3 — Investments

The Autharity's investments include four certificates of deposit with a maturity greater than one year from
the date of purchase and are stated at fair value in the Statement of Net Position, with all gains and losses
included in the Statement of Activities. Fair value is the price that would be received to sell an asset or
paid to transfer a liability in an orderly transaction between market participants at the measurement date.
Interest income is recorded on the accrual basis. Realized gains or losses on the sale of investments are
calculated using the specific-identification method. Unrealized gains and losses represent the change in
fair value of the individual investments for the year, or since the date of acquisition, if acquired during the
year. Investments consisted of the following at September 30, 2016 and 2015:

2016 2015

Certificate of Deposit with a maturity of
one year from date of acquisisiton $ 728,890 § 725,833

Investments are measured at fair value. Generally accepted accounting principles establishes a fair value
hierarchy that prioritizes the inputs used to measure fair value. The three levels of the fair value hierarchy

are as follows:

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

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

or liability.
Level 3 inputs are significant unobservabie inputs for the asset or liability.

The level of the fair value hierarchy within which a fair value measurement in its entirety falls is based on
the lowest level input that is significant to the fair value measurement in its entirety.

All of the Authority’s investments at September 30, 2016 and September 30, 2015 are included in Level 1
of the hierarchy.
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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE 4 — Tenant Accounts Receivable

Tenant accounts receivable are stated net of an allowance for doubfful accounts. Management has
determined that allowances for doubtful accounts of $41,266 and $27,614 were required at September 30,
2016 and 2015, respectively.

NOTE 5 - Fixed Assets

Fixed assets consist primarily of expenditures to acquire, construct, place in operation and improve the
facilites of the Authority and are stated at cost less accumulated depreciation. The following is a
summary of the changes in fixed assets for the year ended September 30, 2016 and 2015.

9/30/20156 Additions  Deletions  Transfers 9/30/2016

Land $ 250,000 $ - $ - $ - $ 250,000
Buildings 21,885,408 - - 254,476 22,139,884
Furniture and Equipment 2,407,280 35,413 - 3,031 2,445 724
Construction In Progress 544,304 346,850 - (257,507) 633,647
Total Fixed Assets 25,086,992 382,263 - - 25,468,255
Accumuiated Depreciation {13,347,600) (591,5639) - - {13,939,139)
Net Fixed Assets $ 11,739,302 $ (209,276) $ - $ - $ 11,530,118

9/30/2014 Additions  Deletions Transfers 9/30/2015

Land $ 250,000 $ - $ - $ - $ 250,000
Buildings 21,684,983 - - 290,425 21,885,408
Furniture and Equipment 2,336,600 64,682 - 5,998 2,407,280
Construction In Progress 633,131 207,598 - (296,423) 544,304
Total Fixed Assets 24,814,714 272,278 - - 25,086,982
Accumulated Depreciation {12,755,936) (501,664) - - {13,347,600)
Net Fixed Assets $ 12,058,778 $ (319,386) $ - $ - $ 11,739,392

Depreciation expense for 2016 and 2015 was $591,539 and $591,664 respectively.

Expenditures are capitalized when they meet the Capitalization Policy requirements. Under that policy
assets purchased or constructed at a cost not to exceed $1,000 are expensed when incurred.

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

Years
Buildings 40
Components 20
Site Improvements 15
Furniture 10
Equipment 5
Vehicles 5
Computers 3
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September 30, 2016

NOTE 6 — Payment in Lieu of Taxes (PILOT}

Under Federal, State and local law, the Authority’s programs are exempt from income, property and
excise taxes. However, the Authority is required to make a payment in lieu of taxes (PILOT) for the PHA
Owned Program in accordance with the provisions of its Cooperation Agreement with the Town of
Morristown. Under the Caoperation Agreement, the Authority must pay the municipality the lesser of 10%
of its net shelter rent or the approximate fult real property taxes. During the fiscal years ended September
30, 2016 and September 30, 2015, PILOT expense of $163,123 and $82,428 respectively was accrued.
The prior year balance of $82,428 was paid in October 2016.

NOTE 7 — Accrued Compensated Absences

Accrued compensated absences of $192,056 at September 30, 2016 and $165,002 at September 30,
2015 represents amounts to which employses are entitled to based on accumulated leave earned in
accordance with the authority's Personnel Policy. Employees may be compensated for accumulated
vacation leave to a maximum of one year in the event of retirement or termination from service at the
current salary. Employees may be compensated for sick leave at retirement at 50% of the earned,
accrued and unused sick leave or at 25% upon termination at the current salary to a maximum of $15,000.
The current portion was $19,297 and $16,500 at September 30, 2016 and 2015 respectively.

NOTE 8 - Pension

General Information about the Pension Plan

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

Benefits Provided - The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides
retirement, death and disability benefits. All benefits vest after ten years of service, except for medical
benefits which vest after 25 years of service or under the disability provisions of PERS. The following
represents the membership tiers for PERS:

s Tier 1 - Members who were enrolfed by July 1, 2007.

s Tier 2 — Members who were eligible to enroll on or after July 1, 2007 and prior to November 2,
2008.

+ Tier 3 — Members who were eligible fo enroll on or after November 2, 2008 and prior to May 22,
2010.
Tier 4 — Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011,
Tier 5 — Members who were eligible to enroll on or after June 28, 2011.

Service retirement benefits of 1/55™ of final average salary for each year of service credit is available to
tiers 1 and 2 members upon reaching age 60 and to tier 3 members upon reaching age 62. Service
benefits of 1/60™ of final average salary for each year of service credit is available to tier 4 members upon
reaching age 62 and to tier 5 members upon reaching age 65. Early retirement benefits are available to
tiers 1 and 2 members before reaching age 60, tiers 3 and 4 before age 62 with 25 or more years of
service credit and tier 5 with 30 or more years of service credit hefore age 65. Benefits are reduced by a
fraction of a percent for each month that a member retires prior to the age at which a member can receive
full early retirement benefits in accordance with their respective tier. Tier 1 members can receive an
unreduced benefit from age 55 to age 60 if they have at least 25 years of service. Deferred retirement is
available to members who have at least 10 years of service credit and have not reached service

retirement age for the respective tier.

Contributions - The contribution policy for PERS is set by N.J.S.A. 15A and requires contributions by
active members and contributing employers. Plan member and employer contributions may be amended
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NOTE 8 — Pension {Continued)

by state of New Jersey legislation. PERS provided for employee contributions of 6.5% of employees’
annual compensation, as defined. The employee rate was increased from 6.5% to 7.0% of base salary
effective July 1, 2012 plus an additional 1% phased in over 7 years beginning in fiscal year 2013. The
housing authority’s contribution amounts are based on an actuarially determined rate which includes the
normal cost and unfunded accrued liability. The actuarially determined contribution includes funding for
cost of living adjustments and a nencontributory death benefit. Chapter 9, P.L. 2009 provided an option
for local employers of PERS to contribute 50% of the normal and accrued liability contribution amounts
certified for payments due in 2009. Such employers will be credited with the full payment and any such
amounts will not be included in their unfunded liability. The actuaries will determine the unfunded liability
of those retirement systems, by employer, for the reduced normal and accrued liability contributions
provided under this law. The unfunded liability will be paid by the employer in level annual payments over
a period of 15 years beginning with the payments due in the fiscal year ended June 30, 2012 and will be
adjusted by the rate of return on the actuarial vaiue of assets.

Pension Liabilities, Pension Expense, Deferred Qutflows of Resources and Deferred Inflows of Resources
Related to Pensions

At the June 30, 2016 and June 30, 2015 measurement dates, the Authority reported $4,347,027 and
$2,549,5682, respectively, for its proportionate share of the net pension liability. The Authority’s portion of
the net pension liability was based on a projection of the Authority's long-term share of contributions to the
pension plan relative to the projected contributions of all participating employers, actuarially determined,
The Authority’s allocation percentages as of June 30, 2016 and June 30, 2015 were 0.014677% and

0.011358%, respectively.

The components of the Authority’s net pension liability as of June 30, 2016 and 2015, the most recent
evaluation dates, are as follows:

2016 2015
Total Pension Liability $ 7,261,604 $4,896,269
Plan Fiduciary Net Position 2,914,576 2,346,687
Net Pension Liability $ 4,347,027 $2549,582

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

Actuarial Assumptions - The total pension liability as of June 30, 2016 measurement date was determined
by an actuarial valuation as of July 1, 2015, which was rolled forward to June 30, 2016. This actuarial

valuation used the following actuarial assumptions:

Inflation Rate 3.08%

Salary Increases
Through 2026 1.65% - 4.156%
' based on age

Thereafter 2.65% - 5.15%
based on age
Investment Rate of Return 7.65%

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality Tables (setback

2 years for males and 7 years for females) for service retirement and beneficiaries of former members

with adjustments for mortality improvements from the base year of 2013 based on projection Scale AA.

The RP-2000 Disabled Mortality Tables (setback 3 years for males and setback 1 year for females) are

used to value disabled retirees. The actuarial assumptions used in the July 1, 2014 valuation were based

on the resuilts of an actuarial experience study for the period July 1, 2011 to June 30, 2014. It is likely that
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NOTE 8 — Pension {Continued)

future experience will not exactly conform to these assumptions. To the extent that actuarial experience
deviates from these assumptions, the emerging liabilities may be higher or lower than anticipated. The
more the experience deviates, the larger the impact will be on future financial statements.

In accordance with State statute, the long-term expected rate of return on plan investments (7.65% at
June 30, 2016) is determined by the State Treasurer after consultation with the Director of the Division of
Pensions and Benefits, the board of trustees and the actuaries. Best estimates of arithmetic real rates of
return for each major asset class included in the PERS's farget allocation as of June 30, 2016 are

summarized in the following table:

Long-Term
Expected Real

Target Rate of

Asset Class Allocation : Return
Cash 5.00% 0.87%
U.S. Treasuries 1.50% 1.74%
Investment Grade Credit 8.00% 1.79%
Mortgages 2.00% 1.67%
High Yield Bonds 2.00% 4,56%
Inflation-Indexed Bonds 1.50% 3.44%
Broad U.S. Equities 26.00% 8.53%
Developed Foreign Equities 13.25% 6.83%
Emerging Market Equities 6.50% 9.95%
Private Equity 9.00% 12.40%
Hedge Funds / Absclute Return 12.50% 4.68%
Real Estate {Property) 2.00% 6.91%
Commedities 0.50% 5.45%

Discount Rate - The discount rate used to measure the total pension lability was 3.98% as of June 30,
2016.This single blended discount rate was based on the long-term expected rate of return on pension
plan investments of 7.65%, and a municipal rate of 2.85% as of June 30, 2016 based on the Bond Buyer
Go 20-Bond Municipal Bond Index, which includes tax-exempt general obligation municipal bonds with an
average rating of AA/Aa or higher. The projection of cash flows used to determine the discount rate
assumed that contributions from plan members will be made at the current member contribution rates and
that contributions from employers will be made as the current member contribution rates and that
contributions from employers will be made based on the contribution rate in the most recent fiscal year.
Based on those assumptions, the plan’s fiduciary net position was projected to be available to make future
projected future benefit payments of current plan members through 2034. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit payments through 2034, and
the municipal bond rate was applied to projected benefit payments after that date in determining the total

pension liability.

Sensitivity of the Authority's proportionate share of the net pension liability to changes in the discount rate
- The following presents the collective net pension [iability of the Authority as of June 30, 2016 and June
30, 2015, respectively, calculated using the discount rate as disclosed above as well as what the collective
net pension liability would be if it was calculated using a discount rate that is 1-percentage point lower or
1-percentage point higher than the current rate:
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NOTE 8 — Pension (Continued)

At June 30
At 1% Discount At 1%
Decrease Rate {ncrease

2016 $ 5,326,774 § 4,347,027 § 3,538,161
2015 §$ 3,168,818 § 2,549,582 $ 2,030,419

At June 30, 2016 and 2015, the Authority reported deferred outflows and‘ inflows of resources related to
pensions from the following sources:

2016 2018 2015 2015
Deferred Deferred Deferred Deferred
Outilows of inflows of Outflows of Infiows of
Resources Resources Resources Resources
Changes of assumptions $ 900472 3 - $ 273,805 & -
Differences hetween expected and actual
experience 80,842 - 60,824 -
Net differences between projected and actual
earnings on plan investments 165,756 - - 40,991
Changes in proportion 540,996 270,674 - 346,957
Authority's contribufions subsequent to the
measurement date ~ - - -
TOTAL $ 1,688,066 $§ 270674 § 334629 § 387,948

The amounts reported as deferred outflows of resources and deferred inflows of resources (excluding
employer specific amounts) relate to pensions will be recognized in pension expense as shown in the
below chart. The amounts do not include employer specific deferred outflows of resources and deferred
inflows of resources related to changes in proportion. These amounts should be recognized (amortized)
over the average of the expected remaining service lives which is 5.57 and 5.72 for the years 2016 and
2015, respectively.

Year ended June 30:

2017 $ 380,053
2018 380,053
2019 440,304
2020 369,920
2021 117,737
Total $ 1,688,066

NOTE 9 — Other Post Employee Retirement Benefits — OPEB

The Authority participates in the State Health Benefits Plan. The State Health Benefits Commission is the
executive body established by statute to be responsible for the operation of the SHBP. The State of New
Jersey Division of Pensions and Benefits issues a publicly available financial report that includes financial
statements and required supplementary information for the SHBP.

That report may be obtained by writing to:

State of New Jersey Division of Pensions and Benefits, PO Box, 295, Trenton, NJ 08625-0285 or by visiting
their website at www, State.nj.us/treasury/pensions/gasb43-sept2008.pdf.

Participating employers are contractually required to contribute based on the amount of premiums
attributable to their retirees. Post-retirement medical benefits under the plan have been funded on a pay-
as-you-go bhasis since 1994.
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NOTE 9 — Other Post Employee Retirement Benefits - OPEB (Continued)

The Authority’s annual other postemployment benefit (*OPEB") cost (expense) is calculated based on the
annual required contribution of employer ("ARC"), an amount actuarially determined in accordance with
parameters of GASB Statement No. 45 . The ARC represents a level of funding that, if paid on an ongoing
basis, is projected to cover normal costs each year and amortize any unfunded actuarial fiabilities over a
period not to exceed thirty (30) years. The following table shows the components of the Authority's annual
OPEB costs for the fiscal year, the amount actually contributed to the plan and changes in the Authority’s
net OPEB obligation to the plan.

Annual Required Contribution $ 159,179
Interest on net OPEB obligation 17,895
Adjustment to annual required contribution 20,360
Annual OPEB cost (expense) 197,434
Contributions made (49,929)
Net OPEB Cost 147,505
Net OPEB Obligation — Beginning of Year 594,870
Net OPEB Obligation — End of Year $ 742,375

The Authority's annual OPEB cost, the percentage of the annual OPEB cost contributed to the plan, and
the net OPEB obligation for the current fiscal year and the two preceding years were as follows:

Fiscal Year Annual OPEB % of Annual OPEB Net OPEB

Ended Cost Cost Contributed Obligation
9/30/2013 § 169,425 29.0% $ 330,788
9/30/2014 197,434 25.3% 594,870
9/30/2015 197,434 25.3% 742,375

FUNDED STATUS AND FUNDING PROGRESS

As of September 30, 2015, the most recent valuation date, the plan was 0.0% funded. The actuarial
liability for benefits was $2,139,908, and the actuarial value of assets was $0, resulting in an unfunded
actuarial accrued liability {UAL) of $2,139,806.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrences of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contribution of the employer are subject to
continual revision as actual results are compared with past expectations and new estimates are made
about the future. The schedule of funding progress, presented in the required supplementary information
following the financial statements, presents muitiyear trend information about whether the actuarial value
of the plan assets is increasing or decreasing over time relative to the actuarial accrued liabilities for
benefits.

EFFECT OF 1% CHANGE IN HEALTHCARE TREND RATES

In the event that healthcare trend rates were 1% higher than forecast and employee contributions were to
increase at the forecast rates, the Actuarial Accrued Liability would increase to $2,700,880.
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NOTE 9 — Other Post Employee Retirement Benefits - OPEB (Continued)

ACTUARIAL METHODS AND ASSUMPTIONS

Projections of benefits for financial reporting purposes are based on the substantive plan (the plan as
understood by employer and plan members) and include the types of benefits provided at the time each
valuation and the historical pattern of sharing benefit costs between employer and plan members to that
point. The actuarial methods and assumptions used include technigues that are designed to reduce the
effects of short-term volatility in actuarial accrued liabilities and the actuarial value of assets, consistent
with the long-term perspective of the calculations.

Actuarial Cost Method Projected Unit Credit
Investment Rafe of Return 6.00% per annum

Healthcare Trend Rates

Year Medical Including Prescription
2015 Costs are Known
20186 Costs are Known
2017 8.0%
2018 7.0%
Actuarial Value of Assets: N/A
Amortization of UAAL: Amortized as level dollar amount over 30 years at transition

' Remaining Amortization Period: 29 years at October 1, 2015

Active Emplovyees at 3/30/15
Average Service 4.9
Average Current Age 487

NOTE 10 — Long Term Debt

During the fiscal year ended September 30, 2005, the Authority entered into a Capital Fund leveraging
pool. The New Jersey Housing and Mortgage Finance Agency issued tax exempt, twenty year Capital
Fund Program Revenue Bonds, 2004 Series A. The Authority’s share of the funds from the bond issue
pool amounted to $3,000,000. The related closing costs of $81,364 have been fully amortized. The net
funds received from the leveraging pool were restricted and spent in accordance with the Authority’s
capital fund budget within four years. Repayment of the funds leveraged shall be budgeted from Capital
Fund Allocations received by the Authority from the Department of Housing and Urban Development.
The following Is a schedule of required principal payments for the next five years and thereafter:

Year Principal Interest Total
2017 150,000 77,428 227,428
2018 150,000 70,766 220,766
2019 160,000 64,194 224,194
2020 170,000 57,084 227,084
2021 180,000 49,115 229,115
Thereafter 910,000 110,651 794,792

$ 1,720,000 § 429238 § 1,923,379
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NOTE 11 — Risk Management

The Authority is exposed to various risks of loss related to torts, theft damage to and destruction of assets;
errors and omissions and natural disasters for which the Authority carries commercial insurance. During
the years ended September 30, 2016 and 2015, the Authority's risk management program, consisted of
various insurance policies for fire, general liability, crime, auto and public officials’ errors and omissions in
order to deal with potential liabilities. Periodically, but not less than once annually, the Authority conducts a
physical inspection of its Projects for the purpose of determining potential liability issues. Liabilities are
reported when it is probable that a loss has occurred and the amount of the loss can be reasonably
estimated. Settled claims relating to the commercial insurance have not exceeded the amount of
insurance in any of the past three fiscal years.

NOTE 12 — Construction Commitments

At September 30, 2016 and September 30, 2015, the authority's outstanding construction commitments
pertaining to its capital fund were not material. The costs perfaining to such commitments will be paid by
grants approved and committed to the authority by the U.S. Department of Housing and Urban

Development.

NOTE 13 — Economic Dependency

For the year ended September 30, 2016 and September 30, 2015, a substantial portion of the Authority's
revenues were received from the U.S. Dept. Housing & Urban Development, which are subject fo
availability of funds and Congressional approval, as well as the Authority’s compliance with Federal rules

and regulations.

NOTE 14 — Restricted Net Position — Housing Choice Voucher Program

Prior to January 1, 2005 excess funds advanced by HUD to the Authority for the payment of housing
assistance payments were returned to HUD at the end of the Authority’s fiscal year. In accordance with
HUD's PIH Notice 2008-03, starting January 1, 2005 excess funds disbursed by HUD to the Authority for
the payment of Housing Assistance Payments that are not so utilized are not returned to HUD, but
become part of the restricted fund balance and may only be used to assist additional families up to the
number of units under contract.

Administrative fees paid by HUD to the Authority in excess of administrative expenses are also part of the
undesignated fund balance and are considered to be "administrative fee reserves”. Administrative fee
reserves accumulated prior to January 1, 2005 are subject to all requirements applicable fo administrative
fee reserves including, but not limited to, 24 CFR982.155 — i.e. "other housing purposes permitted by state
or local law”. Excess administrative fees earned in 2005 and subsequent years must be used for activities
related to the provision of tenant-based rental assistance authorized under Section 8 of the United States
Housing Act of 1937, including related development activities.

The restricted fund balance also includes interest income on HAP investments, family self sufficiency
program forfeitures and fraud recoveries. The housing authority's portion of fraud recoveries (i.e., the
higher of 50% of the amount collected or the reasonable and necessary costs that the PHA incurred
related to the collection) must continue to be used for activities related to the provision of voucher
assistance authorized under Section 8 of the United States Housing Act of 1937. The balance of the
recovery amount must be maintained in the restricted fund balance account as excess HAP.
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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN

NOTES TO FINANCIAL STATEMENTS
September 30, 2016

NOTE 14 — Restricted Net Position — Housing Choice Voucher Program (Continued)

In accordance with HUD requirements, the Agency's fund balance consists of the following components

as of September 30, 2016 and 2015:

Administrative Fee Equity included in Unrestricted Net Position

Beginning Balance 3

Net Administrative Fee Income / (Loss)
investment income
Ending Balance

Housing Assistance Payment Reserves included in Restricted Net Position

Beginning Balance
Unspent HAP Revenue for Current Fiscal Year
Investment Income

Ending Balance

Total Housing Choice Voucher Program Net Position at September 30, 2016

Administrative Fee Equity included in Unrestricted Net Position

Beginning Balance $

Net Administrative Fee Income / (Loss)
Investment income

Ending Balance

Housing Assistance Payment Reserves included in Restricted Net Position

Beginning Balance
Unspent HAP Revenue for Current Fiscal Year
Investment Income

Ending Balance

Total Housing Choice Voucher Program Net Position at September 30, 2015

NOTE 15 ~ Long-Term Liabilities

(276,633)
(82,529)
603

$ (358,559)
27,998
(10,661)

17,337

$ (341,222)
32,158
(311,258)
2,467

$ (276,633)
27,998

27,998

$ (248,635)

In addition to the long-term debt discussed in Note 8, long-term liabilites of the housing authority at
September 30, 2016 and 2015 include accrued compensated absences, family self-sufficiency escrow
accounts and the accrual for Pension and Other post-employment benefits of discussed in Note 8.

Activity in the long-term liabilities for the fiscal year consisted of the following:
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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN

September 30, 2016

NOTE 15 — Long-Term Liabilities (Continyed)

NOTES TO FINANCIAL STATEMENTS

Amounts Due

Oct. 1, 2015  Additions Payments Sept. 30, 2016 Within 1 Year

Capital Fund Revenue Bonds $ 1,860,000 $ - $(140,000) $ 1,720,000 $ 150,000
FSS Escrow 29,379 20,343 - 49,722 -

Accrued Compensated Absences 165,002 27,954 - 192,956 19,297
Pension & OPEB Benéfits 3,113,624 1,975,879 - 5,080,403 -

$5167,005 $2,024176 $(140,000) § 7,052,081 § 169,297

Amounts Due

Oct. 1, 2014 Additions Payments Sept. 30, 2015 Within 1 Year

Capital Fund Revenue Bonds $2,000000 $ - $(140,000) $ 1,860,000 $ 140,000
FSS Escrow 28,957 422 - 29,379 -

Accrued Compensated Absences 142,833 22,169 - 165,002 16,500
Pension & OPEB Benefits 447365 2,666,159 - 3,113,524 -

$2619,155 §$2,688,750 $(140,000) § 5167905 $ 156,500

NOTE 16 — Contingencies

Amounts received or receivable from HUD are subject to audit and adjustment by HUD. Any disallowed
claims, including amounts afready collected, may constitute a liability of the Authority. The amounts of
expenditures that may be disallowed by the grantor, if any, cannot be determined at this time although the

Authority expects such amounts, if any, to be immaterial.

NOTE 17 — Prior Period Adjustment

There was no prior period adjustment recorded during the fiscal year ended September 30, 2016. During
the fiscal year ended September 30, 2015, the Authority recorded a $2,568,912 prior period adjustment.
$2,609,571 was related to the implementation of GASB 68 Accounting and Financial Reporting for
Pensions and reduced equity by this same amount. $40,659 was related to PILOT and increased the

Authority’s equity balance.

NOTE 18 — Subsequent Events
\

Events that occur after the balance sheet date but before the financial statements were available to be
issued must be evaluated for recognition or disclosure. The effects of subsequent events that provide
evidence about conditions that existed at the balance sheet date are recognized in the accempanying
financial statements. Subsequent events which provide evidence about conditions that existed after the
batance sheet date requite disclosure in the accompanying notes. Management has evaluated
subseguent events through June 29, 2017, the date on which the financial statements were available to be
issued and concluded that no subsequent events have occurred that would require recognition in the
financial statements or disclosure in the notes to the financial statements.
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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN
Morristown, New Jersey
SCHEDULE QF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended September 30, 2016

Beginning Revenue Ending
Balance Recognized Expenditures Balance
LOW INCOME HOUSING PROGRAM
Operating Subsidy (CFDA # 14.850) - 1,199,050 1,198,050 -
Capital Fund Program (CFDA # 14.872) - 649,359 649,359 -
Subtotal - 1,848,409 1,848,409 -
HOUSING CHOICE VOUCHER PROGRAM
Section 8 Voucher - (CFDA # 14.871) - 1,827,285 1,927,285 -
Total Federal Financial Assistance $ - $ 3,775694 % 3,775694 $ -

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
1. Basis of Presentation - The Schedule of Expenditures of Federal Awards is presented in accordance with generally
accepted accounting principles and is presented in accordance with the requirements of the Uniform Guidance.

Therefore, some amounts presented in this schedule may differ from amounts presented in, or used in the
preparation of the general purpose financial statements.

2. There were no subrecipient activities during the audit period.
3. The Authority has elected not to use the 10% de minimis cost rate.

4, The Authority received no non-cash assistance.
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Morristown Housing Authority (NJ0O23})

MORRISTOWN, NJ

Entity Wide Balance Sheet Summary

Submission Type: Audited/Single Audit

Fiscal Year End: 09/30/2016

14.871 Housing

Project Total Choice Vouchers Subtota ELIM Total
111 Cash - Unreskricted $2,086,938 $27,311 $2,114,249 52,114,249
112 Cash - Restiicled - Modemization and Daveloprent $0 $0 §0 $0
113 Cash - Other Restricted $2,128 $67,059 $69,187 $69,187
114 Cash - Tenant Security Deposits $7202,466 $0 $202,466 $202,466
115 Cash - Restricted for Payment of Cuirent Liabilitles 30 $0 30 $0
100 Total Cash $2,291,532 $94,370 $2,385,802 $0 $2,385,902
121 Accounts Receivable - PHA Projects $0 $0 $0 $0
122 Accounts Receivable - HUD Other Projecis $54,788 $0 $54,788 $54,708
124 Accounts Receivable - Other Government 50 %0 50 3C
125 Accounts Receivable - Miscellaneous $0 30 30 3c
126 Accounts Receivable - Tenanls $75,877 $0 $75,877 $75,877
126.1 Allowance for Doubtiul Accounts -Tenants -§41,266 $0 -$41,266 -$41,266
126.2 Allowance for Doubtful Accounts - Other $0 $0 $0 $0
127 Notes, Loans, & Mortgages Receivable - Curent 30 30 $0 $0
128 Fraud Recovery $C $0 $0 $0
128.1 Aliowance for Doubtful Accounts - Fraud $c %C 30 $0
129 Accrued Interest Recelvable $o $0 $0 $0
120 Tolal Receivables, Nat of Alowances for Doubtiul Accourds $89,306 $0 $89,39% $0 $689,398
131 investments - Unrestricted $728,890 30 $728,890 $728,890
132 Invesiments - Resticted $0 $0 $0 %0
135 Investments - Restedcled for Payment of Current Liability $0 $0 $0 $0
142 Prepaid Expenses and Other Assefs $72,918 $0 $72,918 $72,918
143 Inventories $0 $0 50 $0
143,1 Allowance for Gbsolete Inventories $0 50 $0 $0
144 Inter Program Due From $0 $0 30 $0
145 Asselts Held for Sale $0 $0 $0 $G
150 Total Current Assels $3,182,739 $94,370 $3,277,109 $0 $3,277,109
161 Land $260,000 $0 $250,000 $250,000
162 Bulldings $22,139,884 $0 $22,139,884 $22,139,884
163 Fumiture, Equipment & Machinery - Dwelings $807,835 $0 §897,835 $867,835
164 Fumniture, Equipment & Machinery - Administration $1,547,689 $0 $1,547,889 $1,547,889
165 Leaseheld Improvements $C ] $0 $0
168 Accumulated Depreclation -$13,930,139 G -$13,939,139 -$13,039,139
167 Construction in Progress $633,647 $0 $633,647 $633,647
168 Infrastructure $0 $0 3 $0
160 Total Capital Assefs, Net of Accumulated Depreciation $11,530,116 $0 $11,530,116 $0 $11,530,116
171 Motes, Leans and Mortgages Receivable - Non-Current 50 30 §0 $0
172 Notes, Loans, & Mortgages Receivable - Non Current - Past Due 30 $0 $0 $0
173 Grants Recelvable - Non Current 30 30 $0 $0
174 Other Assels $0 30 $0 $0
176 Investments in Joint Ventures $0 $0 $0 $C
180 Total Noa-Current Assels $11,630,116 $0 $11,520,1186 50 $11,530,116
200 Deferred Qutfiow of Resources $14,522,636 $165,430 $1,688,066 $1,688,0686
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Morristown Housing Autherity (NJ023)

MORRISTOWN, NJ

Entity Wide Balance Sheet Summary

Submission Type: Audited/Single Audit

Fiscal Year End: 09/30/2016

14.871 Housing

Project Total Chailce Vouchers Sublotal ELIM Total
290 Total Assets and Deferred Qutfiow of Resources $16,235,491 $259,800 $16,495,201 $0 $16,495,201
311 Bank Qverdraft 30 $0 30 30
312 Accounts Payable <= 90 Days $69,737 $0 $608,737 $69,737
313 Accounts Payabfe >80 Days Past Dus $0 30 $0 $0
321 Accrued Wage/Payroll Taxes Payable $49,961 $3,108 $53,069 $53,069
322 Accrued Compensaled Absences - Current Portion $17,291 $2,006 $19,297 $19,297
324 Accrued Conlingency Liability $0 30 $0 $0
325 Accrued interest Payable $32,945 50 $32,945 $32,945
331 Accounts Payable - HUD PHA Programs 30 $0 $0 $0
332 Account Payable - PHA Projects 30 50 $0 50
333 Accounts Payable - Other Government $163,123 30 $163,123 $163,123
344 Tenant Security Deposits $202,466 $0 $202,466 $202,466
342 Unzamed Revenue $4,689 $0 54,689 $4,689
343 Cumrent Porticn of Long-term Debf - Capital ProjectsfMortgage Revenue $150,000 $0 $150,000 $150,600
344 Curent Portion of Long-term Debt - Operaling Borrowings $C $0 $0 $0
345 Other Current Liabliities $o $0 $0 $0
346 Accrued Liabilities - Other $21.065 $1,369 $22,414 $22,414
347 inter Program - Due To 30 $0 %0 30
348 Loan Liability - Current 30 B¢ 50 30
310 Total Current Liabilities $711,267 $6,473 $717,740 $C $717,7490
351 Long-term Debt, Net of Current - Gapital ProjecisiMorigage Revenue $1,570,000 $0 $4,570,000 $1,570,000
352 Long-term Debt, Met of Curent - Gperating Borrowings $0 30 $0 50
353 Non-curent Lizbilities - Other $0 $40,722 $40,722 $49,722
354 Accrued Compensated Absences - Non Current $155,805 $18,054 $173,859 $173,66¢
355 Loan Liability - Non Gurrent 50 50 $0 30
356 FASB 5 Liabilities $0 30 $0 30
357 Accrued Pension and OPEB Liabilifies $4,569,156 $500,247 $5,088,402 $5,089,403
350 Total Nen-Current Liabililies $6,314,761 $568,023 $6,882,784 50 $6,882,704
300 Total Liablilties $7,026,028 $574,495 $7,600,524 50 $7,800,524
400 Deferred Inflow of Rescurces $244,148 $26,626 $270,674 $270,674
508.4 Net Investment in Capitat Assets $9,810, 118 $0 $9,810,116 $9,810,116
511.4 Resliricled Net Position $2,128 $17,337 $19,465 $168.465
5124 Unreskricted Net Position -$846,929 -$358,559 -$1,205,488 -$1,205,488
613 Total Equity - Net Assets / Position $8,865,315 -$341,222 $8,624,003 $0 $8,624,083
800 Total Liabilities, Deferred inflows of Resources and Equily - Net $16,235,491 $259,800 $16,495,2¢1 30 $16,406,201
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Morristown Housing Authority (NJ023)

MORRISTOWN, NJ

Entity Wide Revenue and Expense Summary

Fiscal Year End: 09/30/2016

Submission Type: Audited/Single Audit

Project Total (;ﬁ;?:.: \:'O‘L‘ﬁgfs Subtotai £LIM Total
70300 Net Tenant Rental Revenue $2,337,715 $0 $2,.337,715 30 $2,337,715
70400 Tenant Revenue - Other $43,047 $0 $43,047 $0 $43,047
70500 Total Tenant Revenue $2.380,762 %0 $2,380,762 30 $2,380,762
70600 HUD PHA Operaling Granls $1,361,559 $1,027,285 $3,288,844 $0 $3,288,844
70610 Gapital Grants $486,850 0 $486,850 $0 $486,850
70710 Management Fee $0 $0 $0
70720 Asset Management Fee $0 $0 30
70730 Book Keeping Fee $0 $0 $0
70740 Front Line Service Fee 50 30 $0
70750 Other Fees $0 50 $0
70700 Tetal Fes Revenue 50 $0 30
70800 Other Goverament Granis 50 $0 $C $0 $0
71100 investment Income - Unreslricted $5,643 $603 $6,246 $0 $6,246
71200 Morigsge Interest Inceme $0 30 30 L] %0
71300 Procesds from Disposition of Assets Held for Sale 50 $0 $0 $0 30
71310 Cost of Sale of Assets $0 $0 $0 30 50
71400 Fraud Recovery $0 30 $0 $0 30
71500 Other Revenue $72,106 $86,717 $158.823 $0 $158,823
71600 Gain or Loss on Sale of Capitat Asssts %0 $0 $0 %0 30
72000 Investment Inceme - Restricted $C 30 30 $0 $C
70000 Total Revenue $4,306,920 $2,014,605 $6,321,525 $0 $6,321,625
$1100 Administrative Salaries $513,133 $102,870 $616,003 %0 $616,003
91200 Auditing Fees $15,514 $3,215 $18,730 $0 $18,730
81400 Management Fee $0 $0 $0 $0 $0
91310 Book-keaping Fes $0 $0 30 $0 $0
91400 Advertising and Marksting $4,311 $0 $4.311 $0 $4,311
91500 Employea Bensfit contributions - Administrative $423,157 $102,188 $525,345 30 $525,345
91600 Office Expenses $145,552 $34,933 $160,485 $0 $180,485
91700 Legal Expense $224,951 $17,580 $242,541 $0 $242,541
91800 Travel $2,429 $1,027 $3,456 $0 $3,456
91810 Allocated Overhead $o 30 50 $0 $0
91300 Other $0 3G 0 $0 $0
91000 Total Operating - Administrative $1,329,047 $261,824 $1,690,871 $0 $1,590,871
G2000 Asset Managemesnt Fee $0 30 $0 $0 $0
92100 Tenant Services - Salaries $0 $0 $G 50 $0
92200 Relocation Cosls 50 30 $0 30 30
92300 Employee Benetit Contributions - Tenant Services 30 $0 $C Eel $0
92400 Tenant Services - Other $2,028 30 $2,028 ¢ $2,628
92500 Tetal Tenant Services $2,028 $0 $2,028 $C $2,028
93100 Water $467,638 $0 $167,638 $0 $167,638
83200 Electricity $367,213 $0 $367,213 $0 $367,213
93300 Gas $200,255 $0 $200,255 $0 $200,255
93400 Fuel $G $0 $0 30 $0
43500 Labor $141,801 $0 $141,80% %0 $141,801
93500 Sewer $2286,361 $0 $228,361 $0 $228.361
93700 Employse Benefit Contribuiions - Ulilitles $116,960 $0 $116,860 $0 $116,960
93800 Other Utilities Expsanse $0 %0 30 30 $0
83000 Total Utilities $1,222,228 $0 $1,222,228 30 $1,222,228
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Morristown Housing Authority (NJ023)
MORRISTOWN, NJ
Entity Wide Revenue and Expense Summary

Submission Type: Audited/Single Audit

Fiscal Year End: 09/30/2016

Project Total é:o?‘;: \];ziizgs Subtotal ELIM Tolal
94100 Ordinary Maintenance and Operations - Labor $410,974 $0 $410,974 $0 $410,974
94200 Ordinary Maintenance and Operations - Materiais and Other $90,345 $0 $90,345 $0 $80,345
94300 Ordinary Mainienance and Cperations Contracts $272.672 $0 $272,672 %0 $272672
94500 Employee Benefit Gontributions - Ordinary Maintenance $339,136 $G $339,136 $0 $339,138
94000 Total Maintenance $1,113,127 30 $1,113,127 $0 $1,113,127
98100 Protective Services - Labor $0 $0 $0 30 $0
95200 Protective Services - Other Contract Cosls 30 30 30 $0 $0
95300 Protective Services - Other $0 $0 $0 30 $0
95500 Employee Benefit Contributions - Pretective Services $0 30 30 $0 $¢
85000 Total Protective Services $0 $0 $0 $0 $C
86110 Propsrty Insurance $70,174 %0 $70,174 30 $7C,174
96120 Liability Insurance $35,088 $0 $35,088 $0 $35,088
496130 Workmen's Compensation $35,088 $3,006 $38,004 $0 $38,094
66140 All Other Insurance $0 $0 $0 $0 %0
95100 Totat insurance Premiums $140,350 $3,008 $143,356 30 $143,256
95200 Other Ganeral Expenses $3,847 $8,263 $12,110 $0 $12,14G
956210 Compensated Absences $26,435 $20,435 0 $29,435
96300 Paymenis in Lieu of Taxes $60,695 $0 $80,695 30 $80,695
96400 Bad debt - Tenant Rents $10,642 $0 $10,642 $0 $10,642
98500 Bad debt - Mortgages $3,010 $0 $3,010 $0 $3,010
98600 Bad debt - Other $0 86 $e $0 $0
98800 Severance Expense 30 o] $0 $0 $0
96000 Total Other General Expenses $127,629 $8,263 $1356,892 $0 $135,802
86710 Interest of Mortgage (or Bonds) Payable $83,662 $0 $63,662 $C $83,662
96720 Interest on Notas Payable (Short and Long Term) $0 $0 $0 $G 0
g9673C Amortization of Bond Issue Costs $0 $0 $0 $0 $0
$670C Tolal Interest Expense and Amortization Cost $83,662 30 $83,662 30 $83,662
96800 Totai Cperating Expenses $4,018,071 $273,092 $4,291,164 $0 $4,291,164
97000 Excess of Operating Revenus over Operating Expenses $288,649 $1,741.612 $2,030,361 $0 $2,030,361
97100 Extraordinary Maintenance $0 $0 30 $0 $0
97200 Casually Losses - Nor-capitalized 30 $0 $G $0 $0
97300 Heusing Assistance Payments $0 $1,767,642 $1,767,542 $0 $1,757.542
97350 HAP Portabiiity-In 30 $76,557 $76,557 0 $76,657
97400 Depreciaticn Expense $591,539 $c $591,539 $0 $591,539
97500 Fraud Losses $0 30 $0 $0 $C
97600 Capita! Outlays - Governmental Funds
97700 Debt Principal Payment - Govammental Funds
97800 Dwelling Units Rent Expense $0 $0 $0 G $0
90000 Total Expanses $4,609,610 $2,107,192 $6,716,802 30 $6,716,802
10010 Operating Transfer In $0 $0 50 $0 $0
10020 Qperating fransfer Out $0 50 50 $0 %0
10030 Qperating Transfers fromfto Primary Government 30 $0 $0 $0 $0
10040 Operating Transfers fromfto Componant Unit sC $0 $0 30 30
10050 Proceeds from Noles, Loans and Bonds
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Morristown Housing Authority (NJ023)
MORRISTOWN, NJ

Entity Wide Revenue and Expense Summary

Submission Type: Audited/Single Audit Fiscal Year End: 09/30/2016

. 14.871 Housing
Prejact Total Choice Vouchers Subtotal ELM Telal

10080 Proceeds from Property Safes

10070 Extraordinary ltems, Net GainfLoss $0 $0 $0 50 $0
40080 Special ltems {Net Gainfloss) $C 50 50 30 $0
40091 Inter Project Excess Cash Transfer in $0 $0 50 $0
10092 Inter Projact Excess Cash Transfer Out 30 $0 30 30
10093 Transfers betwesn Program and Project - In %0 $0 §0 30 $0
10084 Transfers between Project and Program - Gut $0 $0 $0 $0 30
10100 Total Other financing Sources (Uses) $0 30 30 30 $0
10000 Excess {Deficiency) of Total Revenue Over (Under} Total Expenses -$302,680 -$92,587 ~$395,277 $0 -$395,277
14020 Requirad Annual Debt Principal Payments $140,000 30 $140,000 $0 $140,000
11030 Beginning Equity $9,268,005 -$248,635 $9,019,37¢ $0 $9,018,370
14040 Prior Period Adjustments, Equity Transfers and Correction of Errers $0 $0 $0 $0 $0

14050 Changes in Compensated Absence Balanca
14080 Changes in Contingant Liability Balance
14070 Changes in Unrecognized Pension Fransition Lisbility

11080 Changes in Special TermfSeverance Banefits Liabilily

411090 Changes in Allowance for Doubiful Accounts - Dwalling Rents

11100 Changes in Allowance for Joubtful Accounts - Other

1170 Adminisirative Fee Equity -$358,659 -$358,559 -$358,55¢
11180 Housing Assislance Payments Equity $17,337 $17,337 $17,337
11480 Unit Months Available §840 2208 7848 0 7848
11210 Number of Unit Monihs Leased 55644 2100 7644 0 7644
11270 Excess Cash $2,076,267 $2,076,267 $2,076,267
11610 Land Purchases 30 $0 $0
11620 Building Purchases 30 $0 $0
116830 Furniture & Equipment - Dweling Purchases $24,471 $24,471 $24,471
11640 Furniture & Equipment - Admirdstralive Purchases $10,942 $10,942 $10,942
14650 Leasshold Improvements Purchases $0 $0 %0
11660 Infrastruciure Purchases 30 $0 30
13510 CFFP Debt Service Payments $223,662 $223,862 $223,682
13901 Replacement Housing Factor Funds $0 $0 $0
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HOUSING AUTHORITY OF THE TOWN OF MORRISTOWN

Morristown, New Jersey

STATEMENT AND CERTIFICATION OF ACTUAL MODERNIZATION COSTS

Funds Approved
Funds Expended

Excess/(Deficiency) Approved

Funds Advanced
Funds Expended

Excess/(Deficiency) of Advances

As of September 30, 2016

2013 Capital Fund

NJ39P023501-13 Total
$ 517,388 § 517,388
517,388 517,388
$ - 3 .
$ 517,388 $ 517,388
517,388 517,388
$ - % -

NOTES TO STATEMENT AND CERTIFCIATION OF COMPLETED MODERNIZATION GRANTS

1. The distribution of cost by project and account classification accompanying the Financial Status Reporis
and Actual Modernization Cost Certificate submitted to HUD for approval were in agreement with the

Authority's records.

2. All modernization costs have been paid and all related liabilities have been discharged through payment.

3. The actual modernization cost certificates submitted to HUD are in agreement with the Authority's records.
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Housing Authority of the Town of Morristown

Schedule of Proportionate Share of the Net Pension Liability

of the Public Employees Retirement System (PERS)
For the Years Ended September 30, 2016 and 2015

Housing Authority's Proportion of the Net Pension Liability
Housing Authority's Proportionate Share of the Net Pension Liability
Housing Authority's Covered Employee Payroll

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

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

32

2016 2015

0.014677% 0.011358%
$4,347,027 $2,549,582
$1,168,778 $1,181,086

371.93% 215.87%

40.14% 47.93%




Housing Authority of the Town of Morristown
Schedule of Authority Contributions to the
Public Employees Retirement System (PERS)
For the Years Ended September 30, 2016 and 2015

2016 2015
Contractually Required Contribution $ 130,392 $ 106,394
Contribution in Relation to the Contractually Required Contribution $ (130,392) $ (106,394)
Contribution Deficiency/(Excess) 3 - $ -
Authority's Covered Payroll $1,168,778 $1,181,088
Contribution as a Percentage of Covered Employee Payroll 11.16% 9.01%
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CERTIFIED PUBLIC ACCOUNTANTS

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

FAX: (973) 831-6972

E-MAIL: POLCARICO@OPTONLINE.NET

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

Board of Commissioners
Housing Authority of the Town of Morristown
Morristown, New Jersey

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing Standards
issued by the Controller General of the United States, the financial statements of the Housing Authority of
the Town of Morristown as of and for the year ended September 30, 2016 and have issued our report

thereon dated June 29, 2017.
Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Housing
Authority of the Town of Morristown’s internal control over financial reporting (internal control} as a basis
for designing our audit procedures for the purpose of expressing our opinion on the financial statements,
but not for the purpose of expressing an opinion on the effectiveness of the Authority’s internal control
over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the Authority’s
internal control.

A deficiency in internal controf exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or
detect and correct misstatements on a timely basis. A material weakness is a deficiency or combination
of deficiencies in internal contral, 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 the internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. Given these limitations, during our
audit we did not identify any deficiencies in internal control that we consider to be material weaknesses,
as defined above. However, material weakness may exist that have not been identified.
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL QVER FINANCIAL REPORTING
AND COMPLIANGE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
(Continued)

Compliance and Other Matters

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

Purpose of This Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

Board of Commissioners
Housing Authority of the Town of Marristown
Morristown, New Jersey

Report on Compliance for Each Major Federal Program

Report on Compliance for Each Major Federal Program

We have audited the Housing Authority of the Town of Morristown’s (the Authority) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have direct
and material effect on each of the Entity's major federal programs for the year ended September 30,
2016. The Housing Authority of the Town of Morristown’s major federal programs are identified in the
summary of auditor's results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Audifor's Responsibility

Our responsibility is to express an opinion on compliance for each of the Housing Autherity of the Town of
Morristown’s major federal programs based on our audit of the types of compliance requirements referred
to above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Those standards and
the Uniform Guidance require that we plan and perform the audit to obtain reasonable assurance about
whether noncompliance with the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about the 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.

Basis for Qualified Opinion on Low Rent Public Housing Program

As described in the accompanying schedule of findings and questioned costs, the Authority did not
comply with requirements regarding the Low Rent Public Housing Program CFDA 14.850Q as described in
Finding 2016-1 for Eligibility. Compliance with stich requirements is necessary, in our apinion, for the
Authority to comply with the requirements applicable to that program.
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Qualified Opinion on Low Rent Public Housing Program

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, 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 the Low Rent Public Housing Program for the year ended

September 30, 2016.
Basis for Qualified Opinion on Housing Choice Voucher Program

As described in the accompanying schedule of findings and questioned costs, the Authority did not
comply with requirements regarding the Housing Choice Voucher Program CFDA 14.871 as described in
Finding 2016-2 for Eligibility and Special Tests,. Compliance with such requirements is necessary, in our
opinion, for the Authority to comply with the requirements applicable to that program.

Qualified Opinion on Housing Choice Youcher Program

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, 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 the Housing Choice Voucher Program for the year ended

September 30, 2016.
Report on Internal Control Over Compliance

Management of the Housing Authority of the City of Hoboken 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, 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.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify ali deficiencies in internal control over compliance
that might be material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that were not identified. However, as discussed below, we identified
certain deficiencies in internal control over compliance that we consider to be material weaknesses and

significant deficiencies.
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INDEPENDENT AUDITOR’'S REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANGE
{Continued)

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 malerial 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. 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.

A significant deficiency in internal confrol 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. We consider the deficiencies in internal
control over compliance described in the accompanying schedule of findings and questioned costs as
items 2016-1 and 2016-2 to be significant deficiencies.

The Housing Authority of the Town of Morristown’s response to the internal control over compliance
findings identified in our audit is described in the accompanying schedule of findings and questioned
costs. The Authority’s response was not subjected to the auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.

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. Accordingly, this report is not suitable for any other purpose.
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Housing Authority of the Town of Morristown
Morristown, New Jersey
September 30, 2016

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

The prior audit contained no findings

SECTION 1 - SUMMARY OF AUDIT RESULTS

Financial Statements

Type of Auditor's Report Issued: Unmedified
Internal Control over Financial Reporting:
Significant Deficiencies Identified? yes X no
Significant Deficiencies identified that are -
considered fo be material weakness(es)? yes X none reported

Noncompliance Material to Financial Statements Noted? ves X no

Federal Awards

Internal Control over Major Programs:

Significant Deficiencies Identified? X yes no
Significant Deficiencies identified that are
considered {o be material weakness(es)? ves X none reported

Type of audit report issued on compliance for
major programs; Modified

Any audit findings disclosed that are required to be
reported in accordance with 2 CFR 200.516(a) X vyes no

Identification of Major Programs

CFDA
Number Name of Federal Program or Cluster
14.871 Housing Choice Voucher Pregram

Dollar Threshokd used to distinguish between type A
and type B Programs $750.000

Auditee qualified as low-risk? X vyes no

SECTION 2 — FINANCIAL STATEMENT FINDINGS

None.

SECTION 3 — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

2016-1 and 2016-2
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MORRISTOWN HOUSING AUTHORITY
MORRISTOWN, NEW JERSEY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2016

Finding 2016-1

l.ow Rent Public Housing (CFDA#14.850)

Type of Deficiency: Significant Deficiency

Compliance Requirement: Eligibility and Special Tests

During the course of our audit, the Assistant to the Executive Director informed us that several of the Low
Rent Public Housing tenants had not been recertified annually, as required by 24CFR section 5.230,
5.609 and 960.2569

Cause:

The Authority did not implement the proper controls to ensure that all tenants are properly recertified each
year.

Condition:

The Authority did not follow the compliance requirements of 24CFR sections 5.230, 5.609 and 960.259.

Effect of Condition:

The effect of not complying with the requirements in the Compliance Supplement may result in ineligible
individuals being admitted to the program and improper rent calculations

Recommendation:

We recommend that the Authority adopt controls and procedures to ensure compliance with the
requirements of the Low Rent Public Housing Program.

Questioned Costs -30-

Response:

In a timely manner at least once each year will secure third party documentation of the family's income to
use to determine the rent the family will pay for the next 12 months if no interim changes are reported by
the family. Approximately four months prior to a resident’'s re-exam date, the Authority will send a notice
informing resident of their date for recertification and the resident’s requirement to supply all necessary
documentation for income verification and changes in the family composition. Ensure that residents signs
HUD-9886 release form authorizing the housing office consent to obtain income information. Notify
resident of any rent changes amending their current lease. The Authority will file the annual recertification

accordingly.
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MORRISTOWN HOUSING AUTHORITY
MORRISTOWN, NEW JERSEY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
SEPTEMBER 30, 2016

Finding 2016-2

Hausing Choice Veoucher Program (CFDA#14.871)

Type of Deficiency: significant Deficiency

Compliance Requirement: Eligibility and Special Tests

We selected forty files for the Housing Choice Voucher Program. Five of the files were not recertified
annually as required by 24CFR section 5,230, 5.609 and 982.516. Tenants were not asked to provide the
necessary information, documentation and releases to verify income eligibility.

Cause:

The Authority did not implement the proper controls to ensure that all tenants are properly recertified each
yeat.

Condition:

The Authority did not follow the compliance requirements of 24CFR sections 5.230, 5.609 and 982.516.

Effect of Condition:

The effect of not complying with the requirements in the Compliance Supplement may result in ineligible
individuals being admitied to the program and improper rent calculations

Recommendation:

We recommend that the Authority adopt controls and procedures o ensure compliance with the
requirements of the Housing Choice Voucher Program.

Questioned Costs -$0-

Response:

In a timely manner will enforce procedures in place to ensure compliance, for annual re-certifications and
interim changes. Once a year will secure third party verification of the family's income to use to
determine the participant’s portion of rent to the owner for the next twelve months. Approximately four
months prior to a participant recettification date, the HCV office will send a notice informing participant of
their recertification date. The participant will be required to supply all necessary documentation for
income verification, changes in household composition and utilities. Ensure that participants signs all
required documents and release forms (HUD-9886). Notify participant and landlord of any rent changes.
File 50058 and family documentation accordingly
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