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FALLON
LARSEN v

INDEPENDENT AUDITOR'S REPORT

To the Board of Commissioners
Carteret Housing Authority:

Report on the Financial Statements

We have audited the accompanying financial statements of the Carteret Housing Authority ("the Authority") as of
and for the years ended December 31, 2012 and 2011, and the related notes fo the financial statements, which
collectively comprise the Authority’s basic financial statements as listed in the accompanying table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

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

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

252 Washington Strect 732-503-4257 Main
Suite B 732-341-1424 Fax
Toms River. NJ 08753 www. falloncpa.com




LLEILTE

INDEPENDENT AUDITOR'S REPORT (continued)

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Carteret Housing Authority as of December 31, 2012 and 2011, and the respective changes in
financial position and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Required Supplementary Information

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

Other Information

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

The schedule of expenditures of federal awards, financial data schedule and schedule of capital fund program
costs and advances are the responsibility of management and were derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audits of the basic financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generatly accepted in the United States of America.
In our opinion, the schedule of expenditures of federal awards, financial data schedule and schedule of capital
fund program costs and advances are fairly stated, in all material respects, in relation to the basic financial
statements as a whole.
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INDEPENDENT AUDITOR'S REPORT (continued)

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 12, 2013 on our
consideration of the Carteret Housing Authority's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering Carteret Housing Authority's internal control over financial reporting and
compliance.

July 12,2013 Fallow & Laen LLP

Toms River, New Jersey
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CARTERET HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

As Management of the Carteret Housing Authority (“the Authority”), we offer
readers of the Authority’s financial statements this narrative overview and
analysis of the financial activities of the Authority for the fiscal year ended
December 31, 2012. 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 $4,972,813 (net position) as opposed to
$6,090,253 for the prior fiscal year.

. As of the close of the current fiscal year, the Authority’'s proprietary

fund reported ending unrestricted net position of $1,152,454.

. The Authority's cash and cash equivalent balance (including restricted

cash) at December 31, 2012 was $2,050,641 representing a decrease
of $312,750 from the prior fiscal year.

. The Authority had total operating revenues of $8,410,565 and total

operating expenses of $9,229,174 for the year ended December 31
2012.

. The Authority’s capital outlays for the fiscal year were $10,733.

. The Authority's expenditures of federal awards amounied to

$7,525,310 for the fiscal year.

Using the Annual Report

1. Management's Discussion and Analysis

The Management's Discussion and Analysis is intended to serve as an
introduction to the Authority’'s basic financial statemenis. The
Authority's basic financial statements and notes to financial statements
included in this report were prepared in accordance with GAAP
applicable to governmental entities in the United States of America for
proprietary fund types.




B.

CARTERET HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

Using the Annual Report {continued)

2. Basic Financial Statemenis

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

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

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

The Statements of Cash Flows presents relevant information about the
Authority’s cash receipts and cash payments during the year.

The basic financial statements report on the Authority's activities. The
activities are primarily supported by HUD subsidies and grants. The
Authority’s function is to provide decent, safe and sanitary housing to
low income and special needs populations. The basic financial
statements can be found on pages 11 - 14 in this report.

. Notes to Financial Statements

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




CARTERET HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

B. Using the Annual Report {continued)

4. Supplemental information

The Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-profit Organizations. The Schedule of
Expenditures of Federal Awards can be found on page 33 of this
report.

C. The Authority as a Whole

The Authority’s net position decreased during the fiscal year as detailed
on the next page. 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 not sufficient to cover all expenses, excluding depreciation expense
during the fiscal year.

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

Computations of Net Position are as follows:

2012 2011 Change
Cash and other assets $ 1,616,077 $ 168878 3 (72,708)
Restricted cash 461,902 708,186 (246,284)
Capital assets, net 4,863,457 5.669,275 {805,818)
Total assets 6,941,436 8,066,246 {1,124,810)
Less: Total liabilities 1,868,623 1,975,993 (7.370)
Net position $ 4972813 $ 6,080,253 3 {(1,117.440)




CARTERET HOUSING AUTHORITY

MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

Components of Net Position are as follows:

Net Investment in capital assets

Restricted net position
Unrestricted net position
Net position

Change

Computations of Changes in Net Position are as follows:

Revenues
Tenant revenues
HUD operating grants
Other revenues
Total operating revenues

Expenses
Other operating expenses

Housing assistance payments
Depreciation expense
Total operating expenses

Operating gain (loss)
Non operating revenues:
Interest expense

Casualty loss
Investment incoms

Net non-operating expense
Loss before capital grants
Capital grants

Change in net assets

2012 2011

$ 3,358,457 $ 4,074,275 $ (715818)
461,902 708,186 (246,284)
1,152 454 1,307,792 {155.338)
$ 4,972,813 $ 6,090,253 $ (1.117.440)

012 2011 Change

$ 1,094,077 $ 1,053,458 3 40,619
6,750,377 7,105,705 (355,328)
566,111 581,708 {15,687}
8,410,565 8,740,871 (330.308)
3,001,177 3,037,413 53,764
5,711,588 5,852,236 (140,848)
426,409 398.415 27,994
8,229,174 9,288,064 (58,890)
(818.609) (547.193) (271.416)
(69,240) (75,842) {5,902)
{340,142) - (340,142)
10,518 22 307 {11,789
(399,564) {53,535) (348 029}
{1,218,173) (600,728) (617,445}
100,733 284,740 (184.007)
1,117,440 315,988 801,452




CARTERET HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

C. The Authority as a Whole (continued)

Capital Assets — Net decreased $805,818 for the year due to the Amps 1
& 2 sustaining major damage during Hurricane Sandy. The Authority also
acquired $10,733 in new capital assets which was offset by $426,409 in
depreciation expense.

Cash and cash equivalents (including restricted cash) decreased
$312,750 primarily because the Authority used $303,328 in cash from
operations.

Bonds payable decreased $90,000 as the Authority utilized their portion of
their capital fund allocation fo pay bond payments due in 2012.

HUD Operating grants decreased $355,328 primarily as a result of the
Housing Choice Voucher Program receiving $388,648 less in subsidy in
2012 than in 2011.

Tenant service costs increased as the Authority utilized a full-time
employee for tenant services in the Low Rent Public Housing Program.

Utility expenses decreased $66,584 as costs for electric, water and gas all
decreased.

Housing Assistance Payments decreased $140,648 as the Authority
decreased monthly payments to landlords from 2011 to 2012 and had
forty-six (46) less units months under lease in the Housing Choice
Voucher Program.

Capital grants decreased $174,007 as the Authority utilized capital funds
in 2011 which it did not have in available in 2012.

Budgetary Highlights

For the year ended December 31, 2012, individual program or grant
budgets were prepared by the Authority and were approved by the Board
of Commissioners. Also, the Authority adopted a comprehensive annual
budget for the general fund. The budgets were prepared in accordance
with the accounting procedures prescribed by the applicable funding
agency. As indicated by the Statement of Revenue, Expenses and
Changes in Net Position, the Authority’s net position decreased during the
fiscal year.




CARTERET HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

C. The Authority as a Whole (continued)

b.

Capital Assets and Debt Administration

. Capital Assets

As of December 31, 2012, the Authority’s investment in capital assets for
its Proprietary Fund was $3,358,457. This investment in capital assets net
of related debt includes fand, buildings, equipment and construction in
progress, offset by accumulated depreciation and capital debt.

Major capital assets purchased from grants of $100,733, during the fiscal
year pertained to expenditures made in accordance with the Authority’s
Capital Fund Program. These activities are funded by grants from HUD.

Additional information on the Authority’s capital assets can be found in the
notes to the financial statements, which is included in this report.

. Bonds Payable

Bonds Payable relate to the leveraging of the Authority’s future Capital
Grants.

During 2004, the Authority entered into a Capital Fund leveraging pool.
The New Jersey Housing and Morigage Finance Agency issued tax
exempt, twenty year Capital Fund Program Revenue Bonds, 2004 Series
A on December 23, 2004. The Authority's share of funds from the bond
issue pool amounted to $2,050,000.

Repayment of the funds leveraged shall be budgeted from Capital Fund
allocations received by the Authority from the Department of Housing and
Urban Development. Interest accrues at 4.12% and is payable semi-
annually on May 1st and November 1st.

See Note 9 in the Notes fo the Financial Statements for more information.




CARTERET HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION & ANALYSIS
DECEMBER 31, 2012

Economic Factors and Next Year's Budgets and Rates

The following factors were considered in preparing the Authority’s budget
for the fiscal year ended December 31, 2012:

. The state of the economy.

. The need for Congress to fund the war on terrorism.

. The use of the Authority’s unrestricted net position to fund any shorifalls
rising from an economic downturn and reduced subsidies and grants. The

Authority's unrestricted net position appears sufficient to cover any
shortfall.

Contacting the Authority’s Financial Management

The financial report is designed to provide a general overview of the
Authority's finances for all those with an interest. Questions concerning
any of the information provided in this report or requests for additional
financial information should be addressed to Eric Chubenko, Executive
Director, Carteret Housing Authority, 96 Roosevelt Avenue, Carteret, NJ
07201.

10
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CARTERET HOUSING AUTHORITY
STATEMENTS OF NET POSITION
AS OF DECEMBER 31, 2612 AND 2011

ASSETS

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

Total current assets

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

Total non-current assets

Total assets

LIABILITIES

Current liabilities:

Accounts payable

Accounts payable - other government

Accrued expenses

Accrued compensated absences, current

Tenant security deposits

Prepaid tenant rent

Current portion of bonds payable

Total current liabilities

Non-current liabilities:
Accrued compensated absences, noncurrent
Bonds payable, net of current portion

Total non-current liabilities

Total liabilities

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

Total net position

See accompanying notes to financial statements.
1

2012 2011
1,588,739 § 1,655,205
- 2,830
25,130 25,310
2.208 5.440
1.616.077 1,688,785
461,902 708,186
4,863.457 5.669.275
5,325,359 6.377.461
6.941.436 8.066.246
129,123 76,816
49,262 53,505
38,177 32,313
149,609 138,136
80,930 77,105
8,594 3,118
90.000 90.000
545,695 470,993

7,928 -

1,415,000 1,505,000
1,422,928 1,505,000
1,968,623 1.975.993
3,358,457 4,074,275
461,902 708,186
1152454 $__1.307.792
4972813 $_ 6,090,253




CARTERET HOUSING AUTHORITY
STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION
FOR THE YEARS ENDED DECEMBER 31, 2612 AND 2011

012 2011
Operating revenues:
Tenant revenue $ 1,004,077 § 1,053,458
HUD grants 6,750,377 7,105,705
Other revenues 566,111 581.708
Total operating revenue 8,410,565 8.740.871
Operating expenses:
Administrative 1,307,678 1,325,493
Tenant services 77,194 13,168
Utilities 807,503 874,087
Ordinary maintenance and operations 682,118 641,108
General expenses 216,684 183,557
Housing assistance payments 5,711,588 5,852,236
Depreciation 426.409 398415
Total operating expenses 9,220.174 9.288.064
Operating gain (loss) (818.609) (547,193)
Non-operating revenues (expenses):
Interest expense (69,940) (75,842)
Casualty loss (340,142) -
Investment income 10,518 22,307
Net non-operating revenues (expenses) (399.564) (53.53%)
Income (loss) before capital grants (1,218,173) (600,728)
Capital grants 100,733 284,740
Changes in net position (1,117,440) (315,988)
Total net position, beginning of year, as restated 6,090,253 6,406,241
Total net position, end of year $_ 4972813 $_ 6.090.253

See accompanying notes to financial statements,
12




CARTERET HOUSING AUTHORITY
STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

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

Net cash flows provided (used) by operating activities
Cash Flows from Capital and Related Financing Activities:

Purchases of capital assets

Capital grants

Interest paid on bonds payable

Principle payments on bonds payable

Insurance proceeds from casualty loss

Net cash flows provided (used) by capital
and related financing activities

Cash Flows from Investing Activities:
Investment income

Net cash flows provided (used) by investing activities
Net increase (decrease) in cash
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

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

Unrestricted cash and cash equivalents
Restricted cash and cash equivalents

See accompanying notes to financial statements.
13

2012 011

$ 1,668275 $ 1,660,072
6,753,207 7,102,875
(7,571,041} (7,831,361)
(1,153.769) (1,134,924)

(303.328) (203.338)
(10,733) (199,740)
100,733 284,740
(69,940) (75,842)
(90,000) (85,000)

50,000 )
(19,940) (75.842)
10,518 22307
10518 22307
(312,750 (256,873)
2.363.391 2,620,264

$__2050641 §__ 2363391

[yl
—
[
[\
—_
—

§ 1,588,739 § 1,655,205
461,902 708,186

$__2.050.641 $_ 2,363,391




CARTERET HOUSING AUTHORITY
STATEMENTS OF CASH FLOWS (continued)
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

2012 2011
Reconciliation of operating gain (loss) to
net cash provided (used) by operating activities:
Operating gain (loss) $  (B1B609) §  (547,193)
Items which did not use cash:
Depreciation 426,409 398,415
Bad debis 1,394 1,394
Changes in operating assets and liabilities:
Accounts receivable - HUD 2,830 (2,830)
Accounts receivable - tenants (1,214) (23,251)
Prepaid expenses 3,232 (3,368)
Accounts payable 52,307 {23,928)
Accounts payable - other government (4,243) 19,984
Accrued expenses 5,864 11,954
Accrued compensated absences 19,401 (7,922)
Tenant security deposits 3,825 492
Deferred revenues 5,476 746
Other liabilities - (27,831
Net cash provided (used) by operating activities $_ (303.328) $_ (203.338)

See accompanying notes to financial statements.
14




NOTE 1.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A, Organization

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

The governing board is essentially autonomous but is responsible to the U.S. Department of
Housing and Urban Development ("HUD"™) and the State of New Jersey Department of
Community Affairs. An executive director is appointed by the Authority’s Board to manage the
day-to-day operations of the Authority.

The Authority maintains its accounting records by program. The following programs atre
operated by the Authority:

B. Description of Programs

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

Low Rent Public Housing Program

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

Housing Assistance Payments Program - Section 8

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

Public Housing Capital Fund Program

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

15




NOTE 1,

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2612 AND 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

C. Reporting Entity

In accordance with statement No. 39 Government Accounting Standards Board ("GASB"), the
Authority's financial statements include those of the Carteret Housing Authority and any
component units. Component units are Iegally separate, tax-exempt organizations that meet all of
the following criteria;

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

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

3. The economic resources referred to in No. 2 are significant to the Authority.

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

D. Basis of Accounting

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

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

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

16




NOTE L

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

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

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

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

E. Cash and cash equivalents

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

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

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

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

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

F. Accounts Receivable

Rents are due from tenanis on the first day of each month, As a result, accounts receivable
balances primarily consist of rents past due and vacated tenants. An allowance for doubtful
accounts is established to provide for all accounts, which may not be collected in the future for
any reason. Collection losses on accounts receivable are charged against the allowance for
doubtful accounts.
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NOTE 1.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
F. Accounts Receivable (continued)

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

G. Prepaid Expenses

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

H. Inventory

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

I. Capital Assets, net

Capital assets are stated at cost. Expenditures for repairs and maintenance are charged directly
to expense as they are incurred. Expenditures determined to represent additions or betterments
are capitalized. Upon the sale or retirement of capital assets, the cost and related accumulated
depreciation is eliminated from the accounts and any related gain or loss is reflected in the
Statement of Revenues, Expenses and Changes in Net Position. Depreciation is calculated using
the straight-line method based on the estimated useful lives of the following asset groups:

. Buildings 40 Years
) Leasehold Impraovements 15 Years
. Office Furniture 10 Years
. Equipment and Vehicles 5 Years
. Computers 3 Years

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

J. Compensated Absences

The Authority uses the vesting method for the recording of compensated absences whereas
benefits are accrued at the balance sheet date for which payment is probable. Compensated
absences represent amounts to which employees are entitled to based on accumulated leave
earned in accordance with the Authority's Personnel Policy. Unused sick leave may be carried
to future periods and used in the event of extended illness. Upon normal retirement employees
hired prior to July 21, 1998 shall be reimbursed at the current rate of 100% of accumulated sick
leave. Employees hired after July 21, 1998 shall be reimbursed for 50% of accumulated sick
leave up to a maximum of $15,000. Generally, employees may be compensated for unused
vacation in the event of retirement or termination of service.
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NOTE 1.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR TIIE YEARS ENDED DECEMBER 31, 2012 AND 2011

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
K. Prepaid Tenant Rents

The Authority's prepaid tenant rents primarily consists of the rental income received from
residents applicable to future periods.

L. Inter-program Receivables and Payables

Inter-program receivables/payables are current, and are the result of the use of the Public Housing
Program as the common paymaster for shared costs of the Authority. Cash settlements are made
periodically, and all inter-program balances net zero. In accordance with GASB Statement No.
34, interprogram receivables and payables are eliminated for financial statement purposes.

M. Operating Revenues and Expenses

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

N. Taxes

The Authority is a unit of local government and is exempt from real estate, sales and income
taxes.

0. Use of Management Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect certain reported amounts of assets and liabilities, and disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenues and expenses during the reporting period. Significant estimates include the allowance
for doubtful accounts, accrued expenses and other liabilities, depreciable lives of properties and
equipment, and contingencies. Actual results could differ significantly from these estimates.
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NOTE 1.

NOTE 2.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2611

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

P. Equity Classifications

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

Net investment in capital assets - Consists of capital assets including restricted capital assets, net
of accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages,

notes, or other borrowings that are attributable to the acquisition, construction or improvement of
those assets.

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

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

Q. Economic Dependency

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

R. Budgets

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

The Authoirty also adopts an annual operating and capital budget which it submits to the State of
New Jersey, Department of Community Affairs as required by New Jersey State law.
CASH AND CASH EQUIVALENTS

At December 31, 2012 and 2011, the Authority had funds on deposit in checking and money
market accounts.

For the fiscal years ended December 31, 2012 and 2011, the carrying amount of the Authority's

cash (including restricted cash) was $2,050,641 and $2,363,391 and the bank balances were
$2,149,836 and $2,708,708, respectively.
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NOTE 2,

NOTE 3.

NOTE 4.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2(12 AND 2011

CASH AND CASH EQUIVALENTS (continued)

Of the bank balances, $258,450 and $577,775 were covered by federal depository insurance and
the remaining $1,891,386 and $2,130,933 were collateralized with the pledging financial
institution for the fiscal years ended December 31, 2012 and 2011, respectively.

Cash Account 2012 011

Insured:

FDIC $ 258450 $ 577,775
Collateralized:

Collateralized amount held by pledging

financial institution 1,891,386 2,130.933

$_2.149.836 $_2,708.708

Custodial credit risk is the risk that, in the event of a bank faiture, the government's deposits may
not be returned to it. The Authority does not have a formal policy for custodial credit risk. As of
December 31, 2012 and 2011, the Authority's bank balances were not exposed to custodial credit
risk,

ACCOUNTS RECEIVABLE

A, Accounts receivable - HUD

Accounts receivable - HUD consists of unreimbursed expenditures in the CFP program and
amounted to $- and $2,830 as of December 31, 2012 and 2011, respectively. The Authority
considers these amounts fully collectible and accordingly, has made no allowance for doubtful
accounts.

B. Accounts receivable - tenants, net

Accounts receivable - tenants, net are shown net of an allowance for doubtfid accounts of
$25,130 and $25,313 as of December 31, 2012 and 2011, respectively.

RESTRICTED CASH AND RESTRICTED NET POSITION

As of December 31, 2012 and 2011, restricted cash and restricted net position consists of housing

assistance payments reserves which are restricted for use in the Housing Choice Voucher program
for the payment of tenant rents.
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NOTE 5.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

CAPITAL ASSETS, NET

A summary of the changes in capital assets during the year ended December 31, 2012 were as
follows:

December 31, December 31,
Description 2011 Additions Dispositions Transfers 2012
Non-depreciable capital assets:
Land $ 100,000 § - $ - 3 - 3 100,000
Construction in progress 353,568 10,733 - (144.077) 220.224
Total 453,568 10,733 - (144,077} 320.224
Depreciable capital assets:
Buildings and improvements 12,190,154 - (1,603,112) 115,018 10,702,060
Furniture and equipment 335,034 - (85.116) 29.059 278.977
Total 12,525,188 - {1.688.228) 144.077 10.981.037
Less: accumulated depreciation 7.309.481 426.409 {1.298.086) - 6,437,804
Net capital assets $_ 5669275 §_(415.676) §_ (390.142) 3 - $_4,863.437

A summary of the changes in capital assets during the year ended December 31, 2011 were as
follows:

December 31, December 31,
Description 2010 Additions Dispositions Transfers 2011
Non-depreciable capital assets:
Land $ 100,000 § - $ - b - $ 100,000
Construction in progress 842.082 199.740 - (688.254) 353,568
Total 942,082 199,740 - {688.254) 453.568
Depreciable capital assets:
Buildings and improvemenis 11,514,530 - - 675,624 12,190,154
Fumniture and equipment 322404 - - 12,630 335,034
Total 11.836.934 - - 688.254 12,525,188
Less: accumulated depreciation 6,911,066 368.415 - - 7,309,481
Net capital assets $_5867950 §_ (198.67%) § - $ - $_ 5669275

Depreciation expense for the years ended December 31, 2012 and 2011 amounted to $426,409
and $398,415, respectively.

During the year ended December 31, 2012, the Authority incurred a casualty foss of $340,142 as
the result of damages incurred from Super Storm Sandy. Capital assets of $1,688,228, the related
$1,298,086 accumulated depreciation and insurance proceeds of $50,000 were charged to casualty
loss on the accompanying statements of revenues, expenses and changes in net position.
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NOTE 6.

NOTE 7.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31,2012 AND 2011

COMPENSATED ABSENCES

Accrued compensated absences activity for the years ended December 31, 2012 and 2011
consisted of the following:

December 31, December 31, Due in
2011 Additions  Retirements 2012 One Year
Accrued compensated
absences $_ 138,136 % 40,021 $_ 20720 $_ 157,537  $149.609
December 31, December 31, Duein
2010 Additions  Retirements 2011 One Year
Accrued compensated
absences $_ 146,058 $_ 21991 $ 20913 §_ 138136 $138,136

BONDS PAYABLE

During 2004, 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 on December 23, 2004, The Authority's share of funds from the bond issue
pool amounted to $2,050,000. The related closing costs of $55,664 are to be amortized over the
life of the bonds. The funds received from the leveraging pool are restricted and must be 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. Interest accrues at
4.12% and is payable semi-annually on May 1st and November 1st.

Debt service activity for the years ended December 31, 2012 and 2011 consisted of the following!

December 31, Principal  December 31, Duein
Description 2011 Additions  Payments 2012 One Year
Capital Fund Revenue
Bonds $ 1595000 & - $ (90.000) $ 1505000 $ 90,000
December 31, Principal  December 31, Due in
Description 2010 Additions  Payments 2011 One Year
Capital Fund Revenue $ 1680000 $ - $_(85,000) $ 1,595.000 % 90,000
Bonds
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NOTE 7,

NOTE 8.

NOTE 9.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

BONDS PAYABLE (continued)

The following is a schedule of required principal and interest payments for the next five years and
in five year increments thereafier:

Year Principal Interest Total
2013 90,000 66,610 156,610
2014 90,000 63,190 153,190
2015 100,000 59,475 159,475
2016 100,600 55,102 155,102
2017 105,600 50,725 155,725
2018-2022 595,000 178,200 773,200
2023-2025 425,000 35.838 460,838

$ 1,505,000  § 509,140 $___2.014,140

PAYMENTS IN LIEU OF TAXES

Under Federal, State and local law, the Authority's programs are exempt from income, property
and excise taxes. However, the Authority is required to make a payment in lieu of taxes (PILOT)
for the PHA owned program in accordance with the provisions of its Cooperation Agreement
with the Township. Under the Cooperation Agreement, the Authority must pay the Township the
lesser of 10% of its net shelter rent or the approximate full real property taxes. During the fiscal
years ended December 31, 2012 and 2011, PILOT expense amounted to $43,111 and $19,984,
respectively.

PENSION PLAN

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

Public Employees® Retirement System (PERS) — The Public Employees’ Retirement System
(PERS) was established as of January 1, 1955 under the provisions of N.J.S.A. 43:15A to provide
retirement, death, disability and medical benefits to certain qualified members. The Public
Employees® Retirement System is a cost-sharing multiple-employer plan. Membership is
mandatory for substantially all full-time employees of the State of New Jersey or any county,
municipality, school district, or public agency, provided the employee is not required to be a
member of another state-administered retirement system or other state or local jurisdiction.
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NOTE 9.

NOTE 10.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

PENSION PLAN (continued)

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

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

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

Three Year Trend Information for PERS

Annual Percentage of
Year Pension Cost APC Net Pension
Funding {APC) Contributed Obligation
December 31,2010 § 29,571 100 % -
December 31, 2011 § 36,237 100 % -
December 31,2012 § 28,199 100 % -

POST-RETIREMENT BENEFITS

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

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

A retiree may also receive Authority-paid health benefits in accordance with labor agreements if
they have twenty-five (25) or more years enrolled in the pension system.
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NOTE 11.

NOTE 12,

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2611

POST-RETIREMENT BENEFITS (continued)

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

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

Year Amount

2012 $ 60.205
2011 $ 44,693
2010 $ 39,201

RETROSPECTIVE CHANGE IN ACCOUNTING PRINCIPLE AND PRIOR PERIOD
ADJUSTMENT

The Authority adopted GASB 65 "Trems previously Reported as Assets and Liabilities” for the
fiscal years ended December 31, 2012 and 2011. The Authority had previously accounted for
loan origination costs as an asset as defined by GASB Concepts Statement No. 4, and had
maintained records that are adequate to apply GASB 65 retrospectively. GASB 65 requires that
loan origination costs be reported as an ouniflow of resources in the period in which they are
realized. The Authorify concluded that GASB 65 was the preferable method fo account for loan
origination fees currently and retrospectively because implementation becomes mandatory in the
next accounting cycle and management wanted to take the more conservative and proactive
accounting approach,

The effects of the change in accounting principle on net position is that assets and unrestricted net
position decreased $36,183 as of January 1, 2011.

CONTINGENCIES

The Authority receives financial assistance from HUD in the form of grants and subsidies.
Entitlement to the funds is generally conditional upon compliance with terms and conditions of
the grant agreements and applicable regulations, including the expenditure of the funds for
eligible purposes. Substantially all grants, entitiements and cost reimbursements are subject to
financial and compliance audits by HUD. As a result of these audits, costs previously reimbursed
could be disallowed and require payments to HUD. As of December 31, 2012 and 2011, the
Authority estimates that no material liabilities will result from such audits.
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NOTE 14.

CARTERET HOUSING AUTHORITY
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED DECEMBER 31, 2012 AND 2011

RISK MANAGEMENT

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

SUBSEQUENT EVENTS

Events that occur afler the financial statement date but before the financial statements were
available to be issued must be evaluated for recognition or disclosure. The effects of subsequent
events that provide evidence about conditions that existed at the financial statement date are
recognized in the accompanying financial statements, Subsequent events which provide evidence
about conditions that existed after the financial statement date require disclosure in the
accompanying notes to the financial statements. Management evaluated the activity of the
Authority through July 12, 2013 (the date the financial statements were available to be issued)
and concluded that no subsequent events have occurred that would require recognition in the
financial statements or disclosure in the notes to the financial statements.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Commissioners
Carteret Housing Authority:

We have audited the financial statements of Carterct Housing Authority (‘the Authority") as of and for the year
ended December 31, 2012, and have issued our report therein dated July 12, 2013. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptrolier General of
the United States.

Internal Control Over Financial Reporting

Management of the Authority is responsible for establishing and maintaining effective internal control over
financial reporting, In planning and performing our audit, we considered the Authority's internal control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinions on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Authority's
internal control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
Authority's internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the Authority's financial
statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control over financial
reporting that might be deficiencies, significant deficiencies, or material weaknesses, We did not identify any
deficiencies in internal control over financial reporting that we consider to be material weaknesses, as defined
above.

252 Washington Street 732-503-4257 Main
Suite B 732-341-1424 Fax
Toms River, NI 08753 www.falloncpa.con
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INDEPENDENT AUDITORS' REPORT ON INFERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS (continued)

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Authority'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 sofely 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.

July 12, 2013
Toms River, New Jersey Fallow & Lavsen LLP
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners
Carteret Housing Authority:

Report on Compliance for Each Major Federal Program

We have audited Carteret Housing Authority compliance with the types of compliance requirements described in
the OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of
Carteret Housing Authority's major federal programs for the year ended December 31, 2012. Carteret Housing
Authority's major federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

Qur responsibility is to express an opinion on compliance for each of Caiteret Housing Authority's major federal
programs based on our audit of the tfypes 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 OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on
a test basis, evidence about Carteret Housing Authority's compliance with those requirements and performing
such other procedures as we considered necessary in the circumstances.

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

252 Washington Street 732-503-4257 Main
Suite B 732-341-1424 Fax
Toms River, NI 08753 www. falloncpa.com
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (continued)

Opinion on Each Major Federal Program

In our opinion, Carteret Housing Authority complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major federal programs
for the year ended December 31, 2012.

Report on Internal Control Over Compliance

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

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

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

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of

internal control over compliance and the results of that testing based on the requirements of OMB Circutar A-133.
Accordingly, this report is not suitable for any other purpose.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 (continued)

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

We have audited the financial statements of Carteret Housing Authority as of and for the year ended December
31, 2012, and have issued our report thereon dated July 12, 2013, which contained an unmodified opinion on
those financial statements. Our audit was conducted for the purpose of forming an opinion on the financial
statements as a whole. The accompanying schedule of expenditures of federal awards is presented for purposes of
additional analysis as required by OMB Circular A-133 and is not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
schedule of expenditure of federal awards is fairly stated in all material respects in relation to the financial
statements as a whole.

July 12,2013 74%“ &Jm Mp

Toms River, New Jersey
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CARTERET HOUSING AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2012

Federal CFDA
Federal and State Grantor/Program Title Number
U.8. Department of Housing and Urban Development:
Low Rent Public Housing Program 14.850a
Housing Choice Vouchers 14.871
Public Housing Capital Fund Program 14,872
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Grant
Expenditures

$ 1,053,663
6,224,084
247.563

$ 7,525,310




NOTE I.

NOTE 2.

NOTE 3.

NOTE 4.

CARTERET HOUSING AUTHORITY
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2012

BASIS OF PRESENTATION

The accompanying Schedule of Expenditures of Federal Awards includes the federal grant
activity of the Carteret Housing Authority under programs of the federal government for the year
ended December 31, 2012, The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Because the schedule presents only a selected portion of operations of the Carteret
Housing Authority, it is not intended to and does not present the financial position, changes in net
assets or cash flows of the Carteret Housing Authority.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the principles contained in OMB Circular A-87, Cost
Principles for State, Local and Indian Tribes, wherein certain types of expenditures are not
allowable or are limited as to reimbursement. Negative amounts shown on the Schedule represent
adjustments or credits made in the normal course of business to amounts reported as expenditures
in prior years. Pass-through entity identifying numbers are presented where available.

SUBRECIPIENTS

The Authority was not a subrecipient of any federal awards and did not pass-through any federal
awards to subrecipients.

NON-CASH FEDERAIL ASSISTANCE

The Authority did not receive any non-cash Federal assistance for the year ended December 31,
2012. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Because the
schedule presents only a selected portion of operations of the Carteret Housing Authority, it is not
intended to and does not present the financial position, changes in net position or cash flows of
the Carteret Housing Authority.
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CARTERET HOUSING AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

DECEMBER 31, 2012

Summary of Auditor's Results

Financial Statement Section

I, Type of auditor's report issued: Unmodified
2. Internal control over financial reporting
a, Material Weakness(es) identified? No
b. Were significant deficiencies identified
not considered to be material weaknesses? No
3. Noncompliance material to the financial statements? No
Federal Awards Section
1. Dollar threshold used to determine Type A Programs
from Type B Programs; $ 300,000
2, Auditee qualified as low-risk Auditee? Yes
3. Type of auditor's report on compliance
for major programs: Unmodified
4. Internal Control over compliance:
a. Material weakness(es) identitied? No
b. Were significant deficiencies identified
not considered to be material weaknesses? No
c. Any audit findings disclosed that are required
10 be reported in accordance with OMB Circular
A-133 (section .510(a))? No
5. Identification of major programs:
CFDA Number Name of Federal Program
14.850a Low Rent Public Housing Program
14.871 Housing Choice Voucher Program
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CARTERET HOUSING AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (continued)
DECEMBER 31, 2012

IL, Financial Statement Findings

None.

1. Federal Award Findings and Questioned Costs

None.

1v. Summary of Prior Audit Findings

None reported.
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CARTERET HOUSING AUTHORITY
SCHEDULE OF CAPITAL FUND PROGRAM

FOR THE YEAR ENDED DECEMBER 31, 2012

Budget

Advances:
Cumulative through 12/31/2011
Current year
Cumulative through 12/31/2012

Costs:
Cumulative through 12/31/2011
Current year
Cumulative through 12/31/2012

Excess / (Deficiency)

Summary

Soft Costs:
Cumulative through 12/31/2011
Current year
Cumulative through 12/31/2012

Hard Costs:
Cumulative through 12/31/2011
Current year
Cumulative through 12/31/2012

Cumulative

COSTS AND ADVANCES

501-10 501-11 501-12 Totals
$___468.994 389,678 358983  $_1.217.655
§ 424,481 32,428 - $ 456,909

- 242,877 4.686 247,563
424.481 275,305 4.686 704.472
424,481 32,428 - 456,909

- 242,877 4.686 247.563

424,48 275,305 4,686 704,472
$ - - - $ -
$ 222,156 25,263 - $ 247419

- 232,144 4,686 236,830
222,156 257,407 4,686 484 249
202,325 7,165 - 209,490

- 10,733 - 10,733

202,325 17,898 - 220,223
$___ 424481 275.305 4686 $__ 704477
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