








In preparing the financial statements, management is required to evaluate whether there
are conditions or events, considered in the aggregate, that raise substantial doubt about
the Housing Authority of the City of East Orange’s ability to continue as a going concern
for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial
statements as a whole are free from material misstatement, whether due to fraud or
error, and to issue an auditor’s report that includes our opinions. Reasonable assurance
is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing
standards and Government Auditing Standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Misstatements are considered material if there is a substantial likelihood that,
individually or in the aggregate, they would influence the judgment made by a reasonable
user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and
Government Auditing Standards, we:

e Exercise professional judgment and maintain professional skepticism
throughout the audit.

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

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

o Evaluate the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as
well as evaluate the overall presentation of the financial statements.
Conclude whether, in our judgment, there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Housing
Authority of the City of East Orange.

e Housing Authority of the City of East Orange’s ability to continue as a going
concern for a reasonable period of time.

2
Giampaolo & Associates






























HOUSING AUTHORITY OF THE CITY OF EAST ORANGE
MANAGEMENT’S DISCUSSION AND ANALYSIS
ON DECEMBER 31, 2023

FINANCIAL ANALYSIS OF THE AUTHORITY (ENTITY WIDE) - CONTINUED

The Authority primary government’s reported net position of $10,368,410 is made up of
three categories. The net investment in capital assets in the amount of $2,663,327
represents 26% percent of the total account balance. The net investment in capital
assets (e.g., land, buildings, vehicles, equipment, and construction in process); less any
related debt used to acquire those assets that are still outstanding. The Authority uses
these capital assets to provide housing services to the tenants; consequently, these
assets are not available for future spending. The schedule below reflects the activity in
this account for the current fiscal year:

Primary
Government
Balance December 31, 2022 $ 4,280,145
Fixed Asset Acquisitions 390,562
Fixed Asset Adjustments (1,592,942)
Disposal of Assets (358,390)
Depreciation Expense (56,048)
Balance December 31, 2023 $ 2,663,327

The Authority reported a restricted net position in the amount of $134,949 which
decreased $280,235 or 67% percent compared to the prior fiscal year. A full detail of this
account can be found in the Notes to the Financial Statements Section Note — 22.

The Housing Authority of the City of East Orange primary government operating results
for December 31, 2023, reported an increase in unrestricted net position of $217,052 or
3% percent for an ending balance of $7,570,134. A full detail of this account can be
found in the Notes to the Financial Statements Section Note — 23.
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HOUSING AUTHORITY OF THE CITY OF EAST ORANGE

STATEMENT OF NET POSITION
AS OF DECEMBER 31, 2023

December 31, 2023

Primary Component Total
Government Unit (Memorandum)
Liabilities
Current Liabilities:
Accounts Payable $ 207,655 26,203 $ 233,858
Accrued Liabilities 248,331 1,794 250,125
Tenant Security Deposits 24,230 28,681 52,911
Unearned Revenue 3,974 - 3,974
Lease Payable - Current Portion 4,593 - 4,593
Loan Liability - Current Portion - 9,906 9,906
Total Current Liabilities 488,783 66,584 555,367
Noncurrent Liabilities
Accrued Compensated Absences - Long-Term 128,790 - 128,790
Non Current Liabilties - Other 146,281 171,038 317,319
Loan Liability - Non Current - 1,513,167 1,513,167
Lease Payable - Non current 5,312 - 5,312
Accrued Pension and OPEB Liabilities 8,464,731 - 8,464,731
Total Noncurrent Liabilities 8,745,114 1,684,205 10,429,319

Total Liabilities 9,233,897 1,750,789 10,984,686
Deferred Inflow of Resources

State of New Jersey P.E.R.S. and OPEB 2,839,104 - 2,839,104
Net Position:
Net Investment in Capital Assets 2,663,327 1,447,224 4,110,551
Restricted 134,949 250,000 384,949
Unrestricted 9,163,076 23,261 9,186,337

Total Net Position 11,961,352 1,720,485 13,681,837
Total Liabilities, Deferred Inflow of Resources, and Net

Position $ 24,034,353 $ 3,471,274 $ 27,505,627

See accompanying notes to the financial statements.
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HOUSING AUTHORITY OF THE CITY OF EAST ORANGE

Notes to Financial Statements
December 31, 2023

Other accounting policies - Continued
4 ~ Repairs funded out of operations, such as painting, roofing and plumbing, are
charged against income for all programs.

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

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

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

8 — The Authority does not have any infrastructure assets for its Enterprise Fund.

9 - Inter-fund receivable and payables arise from inter-fund transactions and are
recorded by all funds in the period in which the transactions are executed.

10- Advertising cost is charged to expense when incurred.

11- Costs related to environmental remediation are charged to expense. Other
environmental costs are also charged to expense unless they increase the value of the
property and/or provide future economic benefits, in which event they are capitalized.
Liabilities are recognized when the expenditures are considered probable and can be
reasonably estimated. Measurement of liabilities is based on currently enacted laws and
regulations, existing technology, and undiscounted site-specific costs. Generally, such
recognition coincides with the Authority’s commitment to a formal plan of action.

12- When expenses are incurred where both restricted and unrestricted net positions are
available the Authority will first use the restricted funds until they are exhausted and
then the unrestricted net position will be used.

13 - Taxes
The Authority operates as defined by the Internal Revenue Code Section 115 and is
exempt from income taxes under Section 115.

Under federal, state, and local law, the Authority's program is exempt from income,
property and excise taxes. However, the Authority is required to make payments in lieu
of taxes (PILOT) for the low-income housing program in accordance with the provision of
a Cooperation Agreement. Under the Cooperation Agreement, the Authority pay the
municipality a 10% of its net shelter rent.
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HOUSING AUTHORITY OF THE CITY OF EAST ORANGE

Notes to Financial Statements
December 31, 2023

NOTE 4 - CASH, CASH EQUIVALENTS

The Housing Authority of the City of East Orange cash, cash equivalents are stated at
cost, which approximates market. Cash, cash equivalents and investment include cash
in banks, petty cash and a money market checking account and certificates of deposit,
and other investments with original maturities of less than three months from the date of
purchase. For the statement of cash flows, cash and cash equivalents include all cash
balances and highly liquid investments with a maturity of three months or less at time of
purchase.

Concentration of Credit Risk

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 always collateralized. 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 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.
These funds at various banks are collateral pledge under the New Jersey Government
Code of the Banking Law.

Risk Disclosures

Collateral for Deposits

New Jersey Authorities are required by N.J.S.A. 40A:5-14 to deposit public funds in a
bank or trust company having its place of business in the State of New Jersey and
organized under the laws of the United States or 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 deposits with a failed banking institution in New Jersey.

Interest Rate Risk

As a means of limiting its exposure to fair value losses arising from rising interest rates,
the Authority's investment policy limits the Authority's investment portfolio to
maturities not to exceed two years at the time of purchase. On December 31, 2023, the
Authority's deposits and investments were not limited and all of which are either
available on demand or have maturities of less than two years.
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HOUSING AUTHORITY OF THE CITY OF EAST ORANGE

Notes to Financial Statements
December 31, 2023

NOTE 4 - CASH, CASH EQUIVALENTS - CONTINUED

The restricted cash in the amount of $23,751 for 2023 was reported under the Housing
Voucher Program as a HAP reserve for fund use. In accordance with HUD’s PIH Notice
2007-03, the reserve fund balance may only be used to assist additional families up to
the number of units under contract.

Restricted Cash -Component Unit

The East Orange Housing and Community Development Corporation placed $250,000 in
a Certificate of Deposit for the purpose of funding future construction costs. There was
also a restricted cash balance of $28,681. This is held as security deposits for the
tenants.

Investments
The Component Unit investments on December 31, 2023, included the following:

Date of Fair Value
Investments Maturity December-23
Certificate of Deposit 24-Apr-24 $ 250,403
Money Market Account Upon Demand 30,210
Total Investments $ 280,613
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HOUSING AUTHORITY OF THE CITY OF EAST ORANGE

Notes to Financial Statements
December 31, 2023

NOTE 10 - RIGHT TO USE ASSETS

Right of use (ROU) assets represent the Authority’s right to use an underlying asset for
the lease term and lease liabilities represent their obligation to make lease payments
arising from the lease. The lease liability is based on the future estimated cash payments
discounted over the non-cancellable portion of the lease term. An implicit discount rate
is included in the Authority’s lease agreement. The operating lease ROU assets also
includes any lease payments made and excludes lease incentives. Lease terms may
include options to extend or terminate the lease when it is reasonably certain that we will
exercise that option. Lease expense for lease payments is recognized on a straight-line
basis over the lease term ROU asset (operating lease) and on the straight-line basis over
lease term.

The Authority entered several leases with a copy company to lease three (3) copiers as
well as a postage machine. The copier’s lease agreement requires 60 monthly payments
of $445 in total. The postage machine requires 60 monthly payments of $154. The
Authority has recorded the right to use lease assets as a result of implementing GASB
87. The right to use assets are initially measured at an amount equal to the initial
measurement of the related lease liability plus any lease payments made prior to the
lease term, less lease incentives, and plus ancillary charges necessary to place the lease
into service. The discount rate used was 2.00 % for all the leases. As of December 31,
2023, the weighted average discount rate for the remaining lease term is 0.97%. The
right to use assets are amortized on a straight-line basis over the life of the related lease.
The amount of amortization expense for the fiscal year ended December 31, 2023, was
$16,575.

Copiers Postage Total
Initial Present Value $ 25,473 $ 8,796 $ 34,269
Less: Accumulated Depreciation (19,922) (3,494) (23,416)
Net Right to Use Asset $ 5551 $ 5,302 $ 10,853

Future minimum lease payments under operating leases as of December 31, 2023, are as
follows:

Copiers Postage Total
December-24 $ 2,915 $ 1,678 $ 4,593
December-25 1,678 1,791 3,469
December-26 - 1,843 1,843
Total Lease Payable $ 4,593 $ 5,312 $ 9,905
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and
for the design, implementation, and maintenance of effective internal control over
compliance with the requirements of laws, statutes, regulations, rules, and provisions of
contracts or grant agreements applicable to Housing Authority of the City of East
Orange’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material
noncompliance with the compliance requirements referred to above occurred, whether
due to fraud or error, and express an opinion on Housing Authority of the City of East
Orange’s compliance based on our audit. Reasonable assurance is a high level of
assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance will always detect material
noncompliance when it exists. The risk of not detecting material noncompliance resulting
from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about
Housing Authority of the City of East Orange’s compliance with the requirements of each
major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards,
Government Auditing Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout
the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding Housing
Authority of the City of East Orange’s compliance with the compliance
requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

e Obtain an understanding of Housing Authority of the City of East Orange’s internal
control over compliance relevant to the audit in order to design audit procedures
that are appropriate in the circumstances and to test and report on internal
control over compliance in accordance with the Uniform Guidance, but not for the
purpose of expressing an opinion on the effectiveness of Housing Authority of the
City of East Orange’s internal control over compliance. Accordingly, no such
opinion is expressed.
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