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Member of American and Pennsylvania 6225 Rising Sun Avenue
Institutes of Certified Public Accountants Philadelphia, PA 19111
Voice: 215-742-3428

INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Housing Authority of the Borough of Highlands
Highlands, New Jersey 07732

Report on the Financial Statements

| have audited the accompanying financial statements of Housing Authority of the Borough of Highlands,
NJ , as of and for the year ended June 30, 2018, and the related notes to the financial statements, which
collectively comprise the Housing Authority of the Borough of Highland’s basic financial statements as
listed in the 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

My responsibility is to express opinions on these financial statements based on my audits. | conducted
my audits in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that | plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor's judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the entity’s
preparation and fair presentation of the financial statements in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
the entity’s internal control. Accordingly, | 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.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
modified audit opinion.



Basis for Modified Opinion

The Authority’s financial statements do not report or disclose other post employment retirement benefits.
In my opinion, disclosure of that information is required to conform with accounting principles generally
accepted in the United states of America.

Modified Opinion

In my opinion, except for the omission of the information discussed in the basis for Modified Opinion
paragraph, the financial statement referred to above present fairly, in all material respects, the respective
financial position of the Housing Authority of the Borough of Highland, NJ, as of June 30, 2018, and the
respective changes in financial position, and, where applicable, cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of America.

Prior Period Financial Statements

The financial statements of the Housing Authority of the Borough of Highlands as of June 30, 2017, were
audited by other auditors whose report dated October 30, 2017, expressed an unmodified opinion on
those financial statements.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis, the Schedule of the Authority’s Proportionate Share of the Net Pension Liability,
Schedule of the authority’s contributions as listed in the table of contents 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. | have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which consisted
of inquiries of management about the methods of preparing the information and comparing the
information for consistency with management’s responses to my inquiries, the basic financial statements,
and other knowledge | obtained during my audit of the basic financial statements. | do not express an
opinion or provide any assurance on the information because the limited procedures do not provide me
with sufficient evidence to express an opinion or provide any assurance.

Other Information

My audit was conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Housing Authority’s basic financial statements. The accompanying financial information, the
combining statements of net position, activities and changes in net position and Financial Data Schedule
as listed in other supplementary Information in the table of contents is presented for purposes of
additional analysis and is not a required part of the financial statements.

The combining statement of net position, activities and changes in net position, Financial Data Schedule
are the responsibility of management and were derived from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In my opinion, the combining statements of net position,
activities and changes in net position, financial data schedule are fairly stated in all material respects in
relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued my report March 15, 2019 on my
consideration of the Housing Authority of the Borough of Highland’s internal control over financial
reporting and on my tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements and other matters. The purpose of that report is to describe the scope of my testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on 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 Highlands Housing
Authority’s internal control over financial reporting and compliance.

Frances Welonnel
Francis J. McConnell
Certified Public Accountant

March 15, 2019



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

As Management of the Highlands 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 June 30, 2018. We
encourage readers to consider the information presented here in conjunction with the
Authority’s financial statements as presented elsewhere in this Report.

A.

Financial Highlights

1. The assets of the Authority exceeded its liabilities at the close of the most

recent fiscal year by $2,554,193 (net position) as opposed to $2,578,407 for
the prior fiscal year.

. At the close of the current fiscal year, the Authority reported ending

Unrestricted Net Position of $382,027 an increase of $181,841 from the prior
fiscal year.

3. The Authority’s cash and cash equivalents balance (including restricted cash)

at June 30, 2018 was $1,389,529 representing an increase of $746,214 from
the prior fiscal year.

. The Authority had Total Operating Revenues of $1,110,370 and Total

Operating Expenses (excluding depreciation) of $985,452 for the year ended
June 30, 2018.

. The Authority’s capital outlays for the fiscal year were $157,420.

. The Authority’s Expenditures of Federal Awards amounted to $ 738,985 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 statements. The Authority’s
basic financial statements and Notes to Financial Statements included in this
Report were prepared in accordance with Generally Accepted Accounting
Principles (“GAAP”) applicable to governmental entities in the United States
of America for Proprietary Fund types.

. Basic Financial Statements

The basic financial statements are designed to provide readers with a broad
overview of the Authority’s finances, in a manner similar to a private-sector
business. They consist of Statements of Net Position, Statements of
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

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, deferred outflows of resources, liabilities and deferred inflows of
resources, with the difference between them 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).

Statements of Cash Flows reports the Authority’s cash flows from operating,
investing, capital and non-capital activities.

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 7 through 10 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.

. Supplemental Information

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
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. Since the HHA expended less than
$750,000 there is no Schedule of Expenditures of Federal Awards in this
report.



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

The Authority as a Whole

The Authority’s net position decreased during the fiscal year as detailed on page
7. The Authority’s revenues are primarily subsidies and grants received from
HUD and tenant rent. 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 and reserves were
sufficient to cover all expenses, excluding depreciation during the fiscal year.

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

Computations of Net Position are as follows:

6/30/2017 6/30/2018
Cash and Other Assets $ 871,361 $ 1,609,772
Capital Assets — Net 2,703,221 2,457,166
Total Assets 3,574,582 4.066,938
Deferred Outflows Related to Pensions 182,378 157,165
Total Assets and Deferred
Outflows of Resources 3,756,960 4,224,103



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

C. The Authority as a Whole (continued)
Less: Total Liabilities 994,302 1,442,010
Less: Deferred Inflows of Resources 184,251 227,900
Net Position $ 2,578,407 $ 2,554,193
Net Investment in Capital Assets $ 2,378,221 $ 2,172,166
Unrestricted Net Position 208,186 382,027
Net Position $ 2,578,407 $ 2,554,193
Computations of Changes in Net Position are as follows:
Revenues
Tenant Revenues $ 493,217 $ 523,908
HUD Operating Grants 512,323 528,590
Other government grants 209,557 52,975
Other Revenues 15,330 4,897
Total Operating Revenues 1,230,427 1,110,370
Expenses
Other Operating Expenses 961,583 985,452
Depreciation Expense 281,822 299,031
Total Operating Expenses 1,243,405 1,284,483
Operating Income (Loss) (12,978) (174,113)
Non-Operating Revenues (Expense):
Interest Expense (15,764) (15,374)
Interest on Investments 3,080 7,853
HUD Capital Grants 52,210 157,420
Total Non-operating Revenues (expenses) 39,526 149,899
Change in Net Position 26,548 (24,214)
Net Position, Beginning of Year 2,527,121 2,578,407
Prior Period Adjustment 24,738 -
Net Position - Beginning of Year, Restated 2,551,859 2,578,407
Net Position - End of Year $ 2,578,407 $ 2,554,193




HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

The Authority as a Whole (continued)

Cash and cash equivalents increased $390,495 mainly due to the HHA’s
conversion to RAD as of 7/1/18 that included a loan from Investor’s bank in the
amount of $500,000. These monies will be used to perform the capital
improvements required to be undertaken for the RAD conversion.

Restricted cash-increased $355,719 as the HHA set aside monies to pay off its
debt leveraging balance as part of the RAD conversion. Debt was paid off
subsequent to 6/30/18.

Net capital assets decreased $246,055 due to depreciation of $299,031 for the
fiscal year ending 6/30/18 offset by capital additions of $52,976.

Deferred outflows, deferred inflows, and the net pension liability changed as a
result of the State of New Jersey’s recalculation of the unfunded pension liability
to comply with GASB 68.

Accounts Payable increased $62,610 all attributable to RAD expenses incurred
as of 6/30/18 but not paid until July 2018.

Short term and Long-term debt increased $460,000 as the Authority paid its
annual debt service due on the bond leveraging bonds and in addition took out a
loan of $500,000 to complete repairs under its RAD conversion.

Net investment in capital assets decreased $206,055 due to depreciation of
$299,031 offset by capital additions of $52,376 and the principal debt payment of
$40,000.

Unrestricted Net Position increased $181,841 due to the Authority’s transfer from
its capital fund to help subsidize its RAD conversion.

Tenant revenue increased $30,691 as the HHA saw a decrease in its vacancy
rate for the fiscal year ending 6/30/18.

Other government grants decreased $156,582 as the HHA received the majority
of a grant from FEMA for the installation of a new generator during the fiscal year
ending 6/30/17.

Other income decreased $10,433 as the HHA charged less to tenants for late
charges and sales/services.

Administrative expenses increased $64,937 due to the costs associated with the
HHA's conversion to HUD’s Rental Assistance Demonstration program. “RAD”
Utilities decreased $85,977 due to less usage of gas and electric and a reduction
in gas rates.

Maintenance increased $18,135 due to additional work completed in preparation
of the HHA’s RAD conversion.



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

Budgetary Highlights

For the year ended June 30, 2018, individual program or grant budgets were
prepared by the Authority and were approved by the Board of Commissioners.
The budgets were required by HUD and primarily used as a management tool
and have no legal stature. Also, the Authority adopted a comprehensive annual
budget for the general fund. The budgets were prepared in accordance with the
accounting procedures prescribed by the applicable funding agency.

Capital Assets and Debt Administration

. Capital Assets

As of June 30, 2018, the Authority’s investment in capital assets, net of related
debt for its Proprietary Fund was $2,172,166. This investment in capital assets
includes land, buildings, equipment and construction in progress.

Major capital assets purchased from grants of $157,420 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.

. Long Term Debt

During the fiscal year ended June 30, 2005, the Authority entered into a Capital
Fund Leveraging Pool. The New Jersey Housing and Mortgage Finance Agency
issued the bonds and the funds were distributed to the Housing Authority. In
December 2004, the Authority received $583,608 to be used for capital
improvements to its buildings. All funds have been obligated as of June 2008. In
anticipation of the HHA’s RAD conversion this debt will be paid off. The HHA set
aside funds as of 6/30/18 to satisfy the balance of the debt which was paid off
subsequent to 6/30/18.

In order to complete rehab work required for the HHA’s RAD conversion a
mortgage loan of $500,000 was solicited from Investors Bank. Proceeds from the
loan were received as of 6/30/18 and will be used in the next fiscal year to meet
all the HHA'’s requirement for the RAD conversion.

Further details can be found in the Notes to the Financial Statements.



F.

HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2018
UNAUDITED

Economic Factors and Next Year's Budget and Rates

The following factors were considered in preparing the Authority’s budget for the
fiscal year ending June 30, 2018.

. The need for Congress to cut-back on HUD subsidies and grants.

. The use of the Authority’s Unrestricted Net Position of $382,027 to fund any

shortfalls rising from a possible economic downturn and reduced subsidies and
grants. The Authority’s Unrestricted Net Position appears sufficient to cover any
shortfall.

. The HHA converted it entire portfolio of 125 units to RAD on 7/1/18. The HHA

chose to convert under HUD’s Project-Based Rental Assistance Program (PBRA)
and will now be under the guidelines of HUD’s Multifamily Division. HHA will
receive contract rents agreed to under its conversion and will request monies
each month from HUD to support its monthly budget.

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 Douglas G. Dzema, Executive Director, Housing
Authority of the Borough of Highlands, 215 Shore Drive, Highlands, NJ 07732, or
call (732)872-2022.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLSNDS, NEW JERSEY
STATEMENTS OF NET POSITION
JUNE 30, 2018 and 2017

ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

2018 2017
ASSETS
Current Assets
Cash and cash equivalents $ 1,032,972 $ 642,477
Restricted cash and cash equivalents 356,557 838
Accounts receivable, net 220,243 228,046
Total Current Assets 1,609,772 871,361
Noncurrent assets
Capital assets, net of deprecition 2,457,166 2,703,221
Total Noncurrent Assets 2,457,166 2,703,221
Deferred Outflow of Resources
Deferred outflows related to pensions 157,165 182,378
Total deferred outflows of resources 157,165 182,378
Total Assets and Deferred Outflow of Resources 4,224,103 3,756,960

LIABILITIES, DEFERRED INFLOWS OF RESOURCES AND NET POSITION

LIABILITIES:
Current Liabilities
Accounts Payable 121,041 58,431
Accrued Liabilities 5,727 2,500
Compensated Absences 13,130 9,791
Trusts and deposits 50,323 37,877
Deferred credits and other liabilities 33,608 29,193
Current portion of long-term debt 307,129 40,000
Total Current Liabilities 530,958 177,792
Noncurrent liabilities
Long-term debt, net of current portion 477,871 285,000
Accrued Pension 433,181 531,510
Total Noncurrent Liabilities 911,052 816,510
Total Liabilities 1,442,010 994,302
Deferred Inflowe of Resources
Deferred inflows related to pensions 227,900 184,251
Total Deferred Inflow of Resources 227,900 184,251
NET POSITION
Net Investments in capital assets 2,172,166 2,378,221
Unrestricted net assets (Deficit) 382,027 200,186
Total net position 2,554,193 2,578,407
Total Liabilities, Deferred Inflow of Resources, and Net Position $ 4,224,103 $ 3,756,960

The accompanying notes are an integral part of this statement
11



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS, NEW JERSEY
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
YEARS ENDED JUNE 30, 2018 and 2017

2018 2017
OPERATING REVENUES
Tenant Revenue $ 523,908 $ 493,217
HUD Operating grants 528,590 512,323
Other government grants 52,975 209,557
Other Income 4,897 15,330
Total operating revenues 1,110,370 1,230,427
OPERATING EXPENSES
Administrative 408,479 343,542
Tenant services 2,783 2,345
Utilities 201,555 242,914
Maintenance 305,667 287,532
General 66,968 85,250
Depreciation Expense 299,031 281,822
Total Operating Expenses 1,284,483 1,243,405
NET OPERATING INCOME (LOSS) (174,113) (12,978)
NONOPERATING REVENUES (EXPENSES)
Interest Expense (15,374) (15,764)
Investment Income 7,853 3,080
Total nonoperating revenues (7,521) (12,684)
Income (loss) before capital grants (181,634) (25,662)
Capital Grants 157,420 52,210
Change in net position (24,214) 26,548
Total net position - beginning 2,578,407 2,527,121
Prior Period Adjustments - 24,738
Total net position - ending $ 2,554,193 $ 2,578,407

The accompanying notes are an integral part of this statement
12



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS, NEW JERSEY

STATEMENTS OF CASH FLOWS

YEARS ENDED JUNE 30, 2018 and 2017

CASH FLOWS FROM OPERATING ACTIVITIES

hud operating grants

Receipts from residents and others
Payments to suppliers

Payments to and on behalf of employees

Net cash provided by (used) in operating activities

CASH FLOWS FROM CAPITAL AND
RELATED FINANCING ACTIVITIES

Capital grants received
Acquisition of capital assets
Interest paid on debt
Gross proceeds from debt
Trust deposits
Principal payments on long term debt
Net cash (used) in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES

Investment Income
Net cash provided by investing activities

NET INCREASE (DECREASE) IN CASH AND CASH EQUIVALENTS

CASH AND CASH EQUIVALENTS, JULY 1

CASH AND CASH EQUIVALENTS, JUNE 30

SEPTEMBER 30, CASH AND CASH EQUIVALENTS

Unrestricted
Restricted

Total Unrestricted and Restricted

2018 2017
$ 534,313 $ 512,325
581,071 515,594
(709,305) (807,926)
(230,046) (194,874)
176,033 25,119
157,420 52,210
(52,976) (237,397)
(14,562) (15,764)
500,000 -
12,446 -
(40,000) (30,000)
562,328 (230,951)
7,853 3,080
7,853 3,080
746,214 (202,752)
643,315 846,067
$ 1,389,529 $ 643,315
$ 1,032,972 $ 642,477
356,557 838
$ 1,389,529 $ 643,315

The accompanying notes are an integral part of this statement
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS, NEW JERSEY
STATEMENTS OF CASH FLOWS
YEARS ENDED JUNE 30, 2018 and 2017

2018 2017
RECONCILIATION OF OPERATING INCOME TO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Net Operating Loss $ (174,113) $ (12,978)
Add back non-cash Items:
Depreciation expense 299,031 281,822
Bad Debts 1,915 4,544
Pension Credit (29,467) 2,824
Decrease (Increase) in Assets/Deferred outflows/inflows
Accounts Receivable 5,888 (219,809)
103,254 56,403
Increase (Decrease) in Liabilities
Accounts Payable and Accrued Expenses 65,025 5,438
other Liabilities and deferred credits 7,754 (36,722)
72,779 (31,284)
Net Cash provided by operating activities $ 176,033 $ 25,119

The accompanying notes are an integral part of this statement
14



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 1-SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Organization and Program Description

The Housing Authority of the Borough of Highlands, New Jersey was organized under the laws of the State of
New Jersey and operates under an Annual Contributions Contract (ACC) with the United States Department of
Housing and Urban Development (HUD) to provide low-income housing to eligible participants under the United
States Housing Act of 1937, as amended. The formation and operation of the Housing Authority is governed by the
Act, and administered by HUD under the Annual Contributions Contracts.

The Authority is governed by a Board of Directors appointed locally. An Executive Director is appointed by the
housing authority’s Board to manage the day to day operations of the Authority.

Low Rent Housing Program

This program provides low-rent housing to qualified residents of the Borough of Highlands, New Jersey. All units
are owned and operated by the Housing Authority. The operations of the program are subsidized by HUD through
an Annual Contributions Contract. Operating subsidy contributions for the years ended June 30, 2018 and 2017 were
$414,596 and $512,323 respectively, and are included in operating subsidies in the combined statement of revenues,
expenses and changes in net position.

Capital Fund Program Grants
Capital fund grants are recognized as revenues in the combined statement of revenues, expenses and changes in net

assets in accordance with GASB Statement No. 34. Capital grants support the development, modernization and
operation of public housing developments.

B Reporting Entity

In determining how to define the reporting entity, management has considered all potential component units. The
decision to include a component unit in the reporting entity is made by applying the criteria set forth by GASB.
These criteria include manifestation of oversight responsibility including financial accountability, appointment of a
voting majority, imposition of will, financial benefit to or burden on primary organization, financial accountability
as a result of fiscal dependency, potential for dual inclusion, and organizations included in the reporting entity
although the primary organization is not financial accountable. Based on these criteria, There are no additional
agencies which should be included in the financial statements of Highlands Housing Authority.

C Change in Accounting Policy

During FY 2016, CHA adopted the accounting standard under Government Accounting Standards Board (GASB)
No. 68 “Accounting and Financial Reporting for Pensions” and, accordingly, changed its accounting policy for its
defined benefit pension plan, which was previously accounted for on a cash basis. Under GASB No. 68, CHA is
required to include in its financial statements the net pension liability and any related unrecognized experience gain
and loss as deferred inflows and deferred outflows, respectively (see also Note 10). There was no restatement of the
prior period.

15



HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

D - Basis of Accounting

HHA accounts for it operations in a single enterprise fund. Enterprise funds account for those operations financed
and operated in a manner similar to a private business or where HHA has decided that determination of revenue
earned, costs incurred and net revenue over expense is necessary for management accountability.

Enterprise funds are proprietary funds used to account for business activities of special purpose governments for
which a housing authority qualifies under GASB No. 34, “Basic Financial Statements — Management’s Discussion
and Analysis—for State and Local Governments.” Proprietary funds are accounted for using the economic resources
measurement focus and the accrual basis of accounting, whereby all revenues are recognized in the period in which
they are earned and expenses are recognized in the period in which the liability is incurred regardless of the timing
of the related cash flows. All assets and deferred outflows and liabilities and deferred inflows associated with the
operation of the Authority are included in the statements of net position. The statements of revenues, expenses and
chages in net position present increases (revenue and capital contributions) and decreases (expenses) in total net
position.

Budgeting and Budgetary Accounting

The Authority prepares an annual operating and capital budget for all programs in accordance with HUD
requirements. The budget is formally adopted by resolution of the Authority’s Board of Directors. Once adopted, the
Board of Directors may amend the adopted budget when unexpected modifications are required in estimated
revenues and expenses. The budget is prepared on a detailed line item basis.

Recently Issued Accounting Pronouncements

In June 2015, the GASB issued GASB No. 73, Accounting and Financial Reporting for Pensions and related assets
that are not within the Scope of GASB No. 68, and Amendments to Certain Provisions of GASB No. 67 and 68. The
objective of this statement is to improve the usefulness of information about pensions included in the general
purpose financial reports of state and local governments for making decisions and assessing accountability. The
requirements of this standard for pension plans that are within the scope of GASB NO. 67 or 68 are effective for
fiscal years beginning after June 15, 2015. The adoption of this standard did not have a significant impact on the
Authority’s financial statements.

In June 2015, the GASB issued GASB No, 76, The Hierarchy of Generally Accepted Accounting Principles for
State and Local Governments. The objective of this standard is to identify the sources of accounting principles used
to prepare financial statements of state and local governmental entities in conformity with GAAP and the framework
for selecting those principles. This standard establishes the hierarchy of GAAP for state and local governmental
entities. This standard is effective for financial statements for fiscal years beginning after June 15, 2015. The
adoption of this standard did not have a significant impact on the Authority’s financial statements.

In June 2015, the GASB issued GASB No, 75, Accounting and Financial Reporting for Postemployment Benefits
other than Pensions. The objective of the standard is ti improve accounting and financial reporting by state and local
governments for postemployment benefits other than pensions. The standard establishes standards recognizing and
measuring liabilities, deferred outflows of resources, deferred inflows of resources and expense/expenditures. This
statement replaces GASB No. 45, Accounting and Financial Reporting by Employers for Postemployment Benefits
Other Than Pensions, as amended and GASB No. 57, OPEB Measurements by Agent Employers and Agent
Multiple-Employer Plans. This standard is effective for financial statements for fiscal years beginning after June 15,
2017. The authority’s adoption of the standard will not have a significant impact on its financial statements.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

E — Cash and Cash Equivalents

The Authority considers all securities, including certificates of deposits and short term investments , with maturities
of three months or less to be cash equivalents.

F — Accounts Receivable

Rents are due from tenants on the first day of each month. An allowance for doubtful accounts is established to
provide for accounts which may not be collected in the future for any reason. The authority recognizes receivables
from HUD and other governmental agencies for amounts earned and billed but not received and for amounts earned
but unbilled, as of year end.

G — Capital Assets

Capital assets include land, structures and equipment recorded at cost and is comprised of property betterments and
additions, and modernization program costs. Charges for maintenance and repairs are expensed when incurred. The
authority depreciates these assets over their estimated useful lives using the straight-line method of depreciation..

Category Useful lives (in Years)
Buildings 40 years
Building Improvements 15 years
Furniture and Equipment 3 - 5years
Machinery 3 - 5years

Long-lived assets are reviewed annually for impairment under the provisions and in accordance with GASB No. 42,
“Accounting and Financial Reporting for Impairment of Capital Assets and for Insurance Recoveries.”

H — Accrued Compensated absences

Accumulated unpaid leave time is accrued at the estimated amounts of future benefits attributable to services already
rendered.

| — Equity Classifications

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

Net Investment in Capital Assets — consists of any capital assets, net of accumulated depreciation and reduced by
any outstanding balances of loans, notes or mortgages

Restricted Net Position -.consists of the net amount of assets with constraints placed on the use either by (1) external
groups such as creditors, grantors, laws or regulations of other governments, or (2) law through constitutional
provisions or enabling legislation.

Unrestricted Net Position — all other net amounts of assets that do not meet the definition of “restricted” or “net
investment in capital assets”.

J — Use of Restricted Assets

When both restricted and unrestricted resources are available for a particular restricted use, it is the Authority’s
policy to use restricted resources first, and then unrestricted resources as needed.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

K - Operating Revenues and Expenses

The Authority defines its operating revenues as income derived from charges to residents and others for services
provided, and in the management of Authority assets. Its operating expenses are costs incurred in the operation of its
program activities to provide services to residents and others. The Authority classifies other revenues and expenses
as non-operating.

L - Income Taxes

HHA is a New Jersey municipal authority and, as such, is exempt from income taxes and other state and local taxes.
HHA believes it has not engaged in any activities for which its tax-exempt status would not be sustained under
Internal Revenue Service examination or that would require filing of an income tax return for unrelated business
income taxes.

M- Use of Estimates

The preparation of financial statements in conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect the reported amounts of
assets and liabilities and disclosures of contingent liabilities at the date of the financial statements and reported
amounts of revenues and expenditures during the reporting period. Actual results could differ from these estimates.

N — Economic Dependency

The Low Rent Housing Program of the Authority is economically dependent on operating grants and subsidies from
HUD.

NOTE 2 - CASH AND INVESTMENTS

HUD requires that deposits be fully collateralized at all times. Acceptable collateralization includes FDIC/FSLIC
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 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 the requirements of HUD. Authority
cash and investment balances are covered by the Federal Deposit Insurance Corporation up to $250,000 with the
balance being covered by the Governmental Unit Deposit Protection act of the State of New Jersey.

As of June 30, 2018 and 2017, cash and investment balances consist of the following:

2018 2017
Unrestricted cash $1,032,972 $597,599
Tenant Security Deposits 49,585 44,878
Restricted Cash 306,972 838
Total Cash and cash equivalents "8 1,389,529 '5643,315
bank balances S 1,448,300 $647,810
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 3 - RECEIVABLES
Accounts Receivable as of June 30, 2018 and 2017

2018 2017
Tenant accounts receivable 4,753 7,103
Due from Hud 216,202 -
Other - 221,925
Total accounts receivable 220,955 229,028
Less: allowance for doubtful accounts (712) (982)
220,243 228,046
NOTE 4 — CAPITALASSETS
Changes in capital assets for 2018 consisted of:
2017 additions disposals  transfers 2018
Non-depreciable capital assets:
Land 54,433 - - 54,433
Construction in Progress 286,442 52,977 (339,419) -
340,875 52,977 (339,419 54,433
Depreciable capital assets:
Buildings and Improvements 8,971,300 - - 339,419 9,310,719
Equipment - Admin & Dwelling 124,465 - - d 124,465
Totals 9,095,765 - - 339,419 9,435,184
Total capital assets 9,436,640 52,977 9,489,617
Accumulated Depreciation: (6,733,419) (299,031) - (7,032,450)
Net Capital Assets 2,703,221 (246,054) - - 2,457,167
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 4 — CAPITAL ASSETS - continued

Changes in capital assets for 2017 consisted of:

2016 additions disposals  transfers 2017

Non-depreciable capital assets:
Land 54,433 - - 54,433
Construction in progress 111,453 262,135 (87,146) 286,442
165,886 262,135 (87,146) 340,875

Depreciable capital assets:

Buildings and Improvements 8,884,154 - - 87,146 8,971,300
Equipment - Admin & Dwelling 124,465 - - d 124,465
Totals 9,008,619 - - 87,146 9,095,765
Total capital assets 9,174,505 374,324 - 87,146 9,436,640
Accumulated Depreciation: (6,451,597) (182,775) - (6,733,419)
Net Capital Assets 2,722,908 191,549 2,703,221

NOTE 5 - RISK MANAGEMENT

The Authority is exposed to various risks of potential liabilities, such as theft of, damage to and destruction of
assets; errors and omissions; injuries to employees and natural disasters. In order to deal with these potential
liabilities, the Authority’s risk management program consisted of various insurance policies covering each of these
risks. The Authority believes such coverage is sufficient to preclude any significant uninsured losses to the
Authority.

NOTE 6 - PAYABLE TO OTHER GOVERNMENT AGENCIES - (PILOT)

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 Borough of Collingswood, New Jersey. Under the
cooperation agreements, the Authority must pay the lesser of 10% of its net shelter rent or the appropriate full real
property taxes. During the fiscal years ended June 30, 2018 and 2017, PILOT expense was accrued in the amounts
of $ 32,234 and $25,030, respectively. Shown on statement of net position as other liabilities..

NOTE 7 - COMPENSATED ABSENCES
Accrued compensated absences represent the amount of accumulated leave for which employees are entitled to
receive payment in accordance with the authority’s personnel policy. Accumulated leave will be paid up to 50% of

an employee’s accumulated vacation days, up to $7,500. For the years ended June 30, 2018 and 2017, the Authority
accrued compensated absences in the amount of $13,130 and $9,791, respectively.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 AND 2017

Note 8 - Long-Term Debt

Long-Term Debt is summarized as follows:

Balance Balance
June 30, 2017 Additions Repayments June 30, 2018
capital RevenueBonds S 325,000 40,000 S 285,000
Investors Mortgage S - 500,000 S 500,000
r S 325,000 500,000 40,000 785,000
Less: Current portion 40,000 307,129
Net Long Term Debt 285,000 477,871
Balance Balance
June 30, 2016 Additions Repayments June 30, 2017
capital RevenueBonds S 355,000 30,000 S 325,000
i S 355,000 - 30,000 325,000
Less: Current portion 30,000 40,000
Net Long Term Debt 325,000 285,000
Description 2018 2017
Capital Fund Revenue Bond, 2004 series A, interest accriesat 4.418% 285,000 325,000

and is payable semi-annually on May 1st and November 1st

Mortgage Loan with Investors Bank, at the rate of 5.410% with a maturity 500,000 -
date of July 1, 2033. Loan is secured by property at 215 Shore Drive and
125 Waterwitch Avenue both in Highlands, Nj, Monmouth County.

785,000 325,000

The amortization schedule for the long term debt of HHA is as follows:

Year Ending
June 30 Principal Interest Total

2019 305,195 28,029 333,224
2020 23,184 25,811 48,995
2021 24,558 24,437 48,995
2022 25,942 23,053 48,995
2023 27,399 21,596 48,995
Thereafter 378,722 115,319 494,041
785,000 238,245 1,023,245
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 9 — Deferred Outflows/Inflows of Resources — Deferred outflows of resources represent a consumption of
net position that applies to a future period(s) and will not be recognized as an outflow of resources (expense) until
then. Deferred outflows of resources consist of unrecognized items not yet charges to pension expense and
contributions from the employer after the measurement date but before the end of the employer’s reporting period.

Deferred inflows of resources represent an acquisition of net position that applies to a future period(s) and will not
be recognized as an inflow of resources until that time. These inflows consist of unamortized portion of the net
difference between projected and actual earnings on pension plan investments.

NOTE 10 - PENSION PLAN

Description of Plan

The Authority participates in the Public Employees Retirement System (PERS), a cost-sharing multiple employer
defined benefit pension plan administered by the Division of Pensions within the Department of Treasury, State of
New Jersey. It is a cost-sharing, multiple-employer defined benefit pension plan. The PERS was established on
January 1, 1955 under the provisions of N.J.S.A. 43:15A. to provide coverage, including post-retirement health care,
for substantially all full time employees of the state, its counties, municipalities, school districts or public agencies,
provided the employee is not a member of another state administered retirement system. Membership is mandatory
for such employees.

Vesting and Benefit Provisions

The vesting and benefit provisions for the PERS are set by N.J. S.A. 43:15A and 43:3B. All benefits vest after ten
years of services, 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.

Funding Requirements - PERS

The contribution policy is set by N.J.S.A. 43:15A, Chapter 62, P.L. of 1994 and Chapter 115, P.L. of 1998, and
requires contributions by active members and contributing employers. Plan member and employer contributions
may be amended by State of New Jersey legislation. Employers contributions are actuarially determined annually by
the

The Authority’s total contributions to PERS for the year ended were $ 17,239.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 10 — PENSION PLAN - continued

Net Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions — at June 30, 2018 , the Authority reported a liability of $ 433,181 for its
proportionate share of the net pension liability. The net pension liability was measured as of June 30, 2017, and the
total pension liability used to calculate the net pension liability was determined by an actuarial valuation as of that
date. The Authority’s proportion of the net pension liability was based on the authority’s share of contributions to
the pension plan relative to the contributions of all PERS participating employers. At June 30, 2017, the authority’s
collective proportion percentage was .00186%.

For the year ended the authority recognized pension expense of $ 1,904. At June 30, 2018, the authority reported
deferred outflows of resources and deferred inflows of resources related to pensions from the following sources:

Deferred Deferred
Outflows Inflows
Differences between expected and
actual experiences $ 10,200 $ -
Changes in assumptions 87,271 86,951
Net difference between projected and actual 2,950
earnings on pension plan investments
Changes in proportion and differneces between 42,614 140,949
Authority contributions and proportionate share
of contributions
Authority contributions subsequent to the 14,130
measurement date
Total $ 157,165 $ 227,900

$ 14,130 reported as deferred outflows of resources related to pensions resulting from the Authority contributions
subsequent to the measurement date will be recognized as a reduction of the net pension liability in the year ended
June 30, 2019. Other amounts reported as deferred outflows and deferred inflows of resources related to pensions
will be recognized in pension expenses as follows:

Year
Ended
June ., 30 Total

2019 S (16,973)
2020 (16,973)
2021 (16,973)
2022 (16,973)
2023 (16,973)

S (84,865)
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 10 — PENSION PLAN - continued

Actuarial assumptions — the total pension liability in the June 30, 2017 actuarial valuation was determined using the
following actuarial assumptions, applied to all periods included in the measurement:

Rate of inflation : 2.25%

Rates of salary increases:
Through 2026 1,65 - 4.15%
based on age

Thereafter 2.65-5.15%
based on age

Investment rate of return 7.00%

Mortality rates were based on the RP-2000 Combined Healthy Male and Female Mortality tables, as appropriate,
with adjustments for mortality improvements based on Scale AA.

The long-term expected rate of return on pension plan investments is determined by the State Treasurer, after
consultation with the Directors of the Division of Investments and Division of Pension and Benefits, the board of
trustees and the actuaries. The long-term expected rate of return was determined using a building block method in
which best estimate ranges of expected future real rates of return are developed for each major class. These ranges
are combined to produce the long-term expected rate of return by weighting the expected future real rates of return
by the target asset allocation percentage and by adding expected inflation. Best estimates of arithmetic rates of
return for each major class included in PERS’s target asset allocation as of June 30, 2017 are summarized in the
following table:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
Absolute return/risk mitigation 5.00% 5.51%
Cash 5.50% 1.00%
U.S. Treasuries 3.00% 1.87%
Investment grade credit 10.00% 3.78%
Public High Yield 2.50% 6.82%
Global diversified credit 5.00% 7.10%
Credit oriented hedge funds 1.00% 6.60%
Debt related private equity 2.00% 10.63%
Debt related rel estate 1.00% 6.61%
Private real estate 2.50% 11.83%
Equity related real estate 6.25% 9.23%
U.S. Equity 30.00% 8.19%
Non-US developed markets equity 11.50% 9.00%
Emerging Markets equity 6.50% 11.64%
Buyouts/venture capital 8.25% 13.08%
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 10 — PENSION PLAN — continued

Discount Rate - the discount rate used to measure the total pension liability was 5.00% as of June 30, 2017. This
single blended discount rate was based on the long-term expected rate of return on pension plan investments of
7.00%, and a municipal bond rate of 3.58% as of June 30, 2017, based on the Bond Buyer Go 20-Bond Municipal
Bond Index which includes tax-exempt general obligation municipal bonds with an average rating of AA/Aa or
higher. The projection of cash flows used to determine the discount rate assumed that contributions from plan
members will be made at the current member contribution rates and that contributions from employers will be made
based on the average of the last five years of contributions made in relation to the last five years of actuarially
determined contributions. Based on those assumptions, the plan’s fiduciary net position was projected to be
available to make projected future benefit payments of current plan members through 2040. Therefore, the long-term
expected rate of return on plan investments was applied to projected benefit payments through 2040, the municipal
bond rate was applied to projected benefit payments after that date in determining the total pension liability.

Pension Plan Fiduciary Net Position — detailed information about the pension plan’s fiduciary net position is
available in the separately issued PERS financial report which is available on the PERS website.

Sensitivity of the Authority’s Proportionate Share of Net Pension Liability to changes in the Discount Rate —
the following represents the Authority’s proportionate share of the net pension liability calculated using the discount

rate of 4.90 percent, as well as what the authority’s proportionate share of the net pension liability would be if it
were calculated using a discount rate that is 1-percentage point lower (3.90 percent) or 1-percenatge point higher
(5.90 percent) than the current rate,

4.00% 5.00% 6.00%

Authority's proportionate share of
the net pension liability 537,191 433,181 346,362

Note 11 - POST EMPLOYMENT RETIREMENT BENEFITS

The Authority participates in the New Jersey State Health Benefits Program (“the SHBP”), which qualifies as a cost-
sharing, multiple 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.

A -Contribution Requirements - SHBP

Contributions to pay for the health premiums for participating employees in the SHBP — Local are collected from
the State of New Jersey, participating local employers, active members, and retired members.

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.

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.

Under the new GASB, “GASB 757, the state of New Jersey is requiring employers to report their share of the OPEB

liability and expense. Because the audit of the State of New Jersey post employment benefits plan has not been
completed we are unable to disclose fully our allocated liability and expense as of the year end.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2018 and 2017

NOTE 12 - RAD PROGRAM EXPENSES

The Highlands Housing Authority “HHA” has been in the process of converting its entire public housing portfolio of
123 units to HUD’s Rental Assistance Demonstration Program. “RAD” the RAD program allows PHA’s to change
from its current Section 9 funding platform to Section 8 Project Based Assistance. The HHA has chosen to move to
Section 8 Project Based Rental Assistance. “PBRA” The RAD program releases the HUD declaration of trust on the
properties and allows the HHA to use its properties as collateral to finance capital improvements throughout the
Authority.

The HHA performed a physical condition assessment to identify what the capital needs of the Authority are over the
next 20 years. Based on that assessment the HHA has prepared a plan to finance the program. The HHA in June
2018 obtained a conventional mortgage from Investors Bank in the amount of $500,000. The HHA will also
contribute to a reserve for replacement reserve each year to cover the needs over the remaining 18 years.. In order to
help in the conversion, the HHA has contracted with various firms to help in this endeavor.

NOTE 13 - SUBSEQUENT EVENTS
In preparing the financial statements, the Housing Authority has evaluated events and transactions for potential

recognition or disclosure through March 15, 2019 the date the financial statements were available to be issued. No
transactions were found for recognition or disclosure.
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
SCHEDULE OF THE AUTHORITY'S PROPORTIONATE SHARE OF THE NET PENSION LIABILITY
PUBLIC EMPLOYEES' RETIREMENT SYSTEM OF NEW JERSEY

YEAR ENDED JUNE 30, 2018

2018 2017 2016 2015 2014
Authority's proportions of the net pension 0.00186% 0.00179% 0.00267% 0.00233% 0.00274%
liability (asset)
Authority's proportionate share of the net pension liability $ 433,181 $ 531,510 599,470 436,985 523,787
Authority's covered-employee payroll $ 137,256 134,475 126,674 120,702 181,398
Authority's proportionate share of the net pension liability 315.60% 395.25% 473.24% 362.04% 288.75%
as a percentage of its covered-employee payroll
Plan fiduciary net position as a percentage of the total 47.93% 40.14% 47.93% 52.08% 48.72%

pension liability

Note: GASB Statement NO 68 requires ten years of information to be presented in this table.
However, until a full 10 year trend is compiled, the Authority will present information for those
years for which information is available.

See accompanying independent auditor's report
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS

PUBLIC EMPLOYEES' RETIREMENT SYSTEM OF NEW JERSEY

Statutorily required contributions

Contributions in relation to the
statutorily required contributions

Contributions deficiency (excess)

Authority's covered-employee payroll

Contributions as a percntage of
covered-employee payroll

SCHEDULE OF AUTHORITY'S CONTRIBUTIONS

YEAR ENDED JUNE 30, 2018

2018 2017 2016 2015 2014
17,239 15,943 22,959 19,241 20,650
17,239 15,943 22,959 19,241 20,650

137,256 134,475 126,674 120,702 181,398
12.56% 11.86% 18.12% 15.94% 11.38%
28
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
SCHEDULE OF ACTUAL MODERNIZATION COST CERTIFICATES
YEAR ENDED JUNE 30, 2018

PROGRAM/GRANT NJ39-PO41-501-17 NJ39-PO41-501-16
BUDGET - ORIGINAL FUNDS APPROVED $ 137,726 $ 131,557
FUNDS DISBURSED 137,726 131,557
FUNDS EXPENDED $ 137,726 $ 131,557

EXCESS (DEFICIENCY) OF ADVANCES DUE TO (FROM) HUD $ - 3 -

THE ACTUAL MODERNIZATION COST CERTIFICATES ARE IN AGREEMENT WITH THE RECORDS OF THE
HOUSING AUTHORITY OF THE BOROUGH OF COLLINGSWOOD, NEW JERSEY.
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FRANCIS J McCONNELL
CERTIFIED PUBLIC ACCOUNTANT

Member of American and Pennsylvania 6225 Rising Sun Avenue
Institutes of Certified Public Accountants Philadelphia, PA 19111
Voice: 215-742-3428

Independent Auditors’ Report on Internal Control over Financial Reporting
and on Compliance and Other Matters Based on an Audit of Financial
Statements Performed in Accordance with Government Auditing Standards

Board of Directors
Housing Authority of the Borough of Highlands
Highlands, New Jersey

I have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the basic financial statements
of Housing Authority of the Borough of Highlands, as of and for the year ended June 30, 2018,
and the related notes to the financial statements, which collectively comprise Highlands Housing
Authority’s basic financial statements, and have issued our report thereon dated March 15, 2019.
My report modifies an opinion on such financial statements because of non-reporting and
disclosure of post employment retirement benefits.

Internal Control over Financial Reporting

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

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

My consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or, significant deficiencies. Given these limitations, during my audit | did not
identify any deficiencies in internal control that | consider to be material weaknesses. However,
material weaknesses may exist that have not been identified.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Highlands Housing Authority’s financial
statements are free from material misstatement, | 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 my audit, and
accordingly, | do not express such an opinion. The results of my tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of my 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.

Francis J. McConnell
Certified Public accountant

March 15, 2019
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HOUSING AUTHORITY OF THE BOROUGH OF HIGHLANDS
SCHEDULE OF FINDINGS OF NONCOMPLIANCE
June 30, 2018

FINDINGS

NONE

General comments
GASB 75 - Reporting for Other Post Employment Benfits was not reported or

disclosed in the footnotes. Because of these omission the opinion on the
financial statements was modified.
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