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BOWMAN & COMPANY rip

CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

INDEPENDENT AUDITORS’ REPORT

Board of Commissioners
Housing Authority of the Borough of Buena

We have audited the accompanying basic financial statements of the Housing Authority of the Borough of Buena, a
component unit of the Borough of Buena, as of and for the year ended March 31, 2011, as listed in the table of
contents. These financial statements are the responsibility of the management of the Housing Authority of the
Borough of Buena. Our responsibility is to express an opinion on these financial statements based on our audit.
The financial statements of the Housing Authority of the Borough of Buena as of March 31, 2010, were audited by
other auditors whose report dated July 15, 2010, expressed an unqualified opinion on those statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States, and in compliance with audit requirements as prescribed by the Local
Finance Board, Department of Community Affairs, State of New Jersey. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements. An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

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

In accordance with Government Auditing Standards, we have also issued our report dated December 29, 2011 on
our consideration of the Housing Authority of the Borough of Buena'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 the internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.

The accompanying management’s discussion and analysis, as referenced in the table of contents, is not a
required part of the basic financial statements but is supplementary information required by the Governmental
Accounting Standards Board. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.
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The accompanying Financial Data Schedule, Schedule of Expenditures of Federal Awards, and other
supplementary information were prepared for the purpose of additional analysis and are not a required part of the
financial statements but are required by the U.S. Department of Housing and Urban Development. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as a whole.

B owmon 00/"{70"“3 LLP
BOWMAN & COMPANY LLP
Certified Public Accountants
& Consultants

Woodbury, New Jersey
December 29, 2011
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CERTIFIED PUBLIC ACCOUNTANTS & CONSULTANTS

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

Board of Commissioners
Housing Authority of the Borough of Buena

We have audited the financial statements of the Housing Authority of the Borough of Buena, as of and for the year
ended March 31, 2011, and have issued our report dated December 29, 2011. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States and in compliance with audit requirements as prescribed by the Local Finance Board,
Department of Community Affairs, State of New Jersey.

Internal Control Over Financial Reporting

Management of the Housing Authority of the Borough of Buena 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 opinion on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the Authority’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Authority’s internal control 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 a 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 internal control over financial reporting was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control 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.
However, we identified a deficiency in intemal control over financial reporting, described in the accompanying
Schedule of Findings that we consider to be a significant deficiency in internal control over financial reporting,

Finding No. 2011-1. 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.

4
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the 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 or other matters that are required to be reported under Government Auditing
Standards and audit requirements as prescribed by the Local Finance Board, Department of Community Affairs,
State of New Jersey.

We noted certain matters that we reported to management of the Housing Authority of the Borough of Buena, in a
separate letter dated December 29, 2011.

Housing Authority of the Borough of Buena's response to the finding identified in our audit is described in the
accompanying Schedule of Findings. We did not audit Housing Authority of the Borough of Buena's responses
and, accordingly, we express no opinion on it.

This report is intended solely for the information and use of the audit committee and management of the Housing
Authority of the Borough of Buena, New Jersey; the U.S. Department of Housing and Urban Development; the
Local Finance Board, Department of Community Affairs, State of New Jersey, and other governmental agencies,
and is not intended to be and should not be used by anyone other than these specified parties.

:Ba-.umm 1 CON\()O»b L@
BOWMAN & COMPANY
Certified Public Accountants
& Consultants

Woodbury, New Jersey
December 29, 2011



Housing Authority of the Borough of Buena
MANAGEMENT'S DISCUSSION AND ANALYSIS-UNAUDITED

March 31, 2011

As management of the Housing Authority of the Borough of Buena, we offer readers of the Authority's
financial statements this narrative overview and analysis of the financial activity of the Authority for the
year ended March 31, 2011. We encourage readers to consider the information presented here

in conjunction with the Authority's financial statements.

FINANCIAL HIGHLIGHTS

- The assets of the Authority exceeded its liabilities as of September 30, 2011 by $1,985,078 (net
assets).

- The Authority's cash and investment balance as of March 31, 2011 was $279,572 representing a
decrease of $308,902 from March 31, 2010.

- The Authority had intergovernmental revenues of $148,153 from HUD operating grants and
$90,626 from HUD capital grants for the year ended March 31, 2011.

OVERVIEW OF THE FINANCIAL STATEMENTS

The financial statements included in this annual report are those of a special-purpose government
engaged only in a business-type activity. The following statements are included:

- Balance sheet - reports the Authority's current financial resources (short-term spendable
resources) with capital assets and long-term debt obligations.

- Statement of Revenue, Expenses and Changes in Net Assets - reports the Authority's
operating and nonoperating revenue, by major sources, along with operating and nonoperating
expenses and capital contributions.

- Statement of Cash Flows - reports the Authority's net cash from operating, investing, capital and
noncapital related financial activities.

FINANCIAL ANALYSIS OF THE AUTHORITY (ENTITY-WIDE) »

Total assets increased by $27,185 in 2011, specifically, capital assets increased by $341,291

and cash and investments decreased by $308,902 primarily due to the completed bathroom
renovations. Total assets increased by $11,496 in 2010, specifically, capital assets decreased by
$56,501 from the net effect of depreciation and minor purchases and cash and investments
increased by $70,371.

Other current assets decreased by $5,204 in 2011 due primarily to a decrease in prepaid insurance
and decreased by $2,374 in 2010 due primarily to a decrease in accrued interest receivable on
certificates of deposit.



Housing Authority of the Borough of Buena
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)
March 31, 2011

Current fiabilities increased by $6,948 in 2011, due primarily to an increase in accounts payable
and increased in 2010 by $4,032 due to an increase in accounts payable and compensated absences.

Noncurrent liabilities increased by $3,152 in 2011 and by $1,650 in 2010 due to an increase in
accrued compensated absences.

Federal operating grants decreased by $39,748 due to a decrease in Capital Fund operating expenses
and increased in 2010 by $10,997 due to an increase in Capital Fund operating expenses.

HUD capital grants increased by $82,376 in 2011 primarily due to a Stimulus grant of $90,626 used for the
completed bathroom renovations and increased in 2010 by $8,250 due to an increase in professional fee
costs related to the bathroom renovations.

Interest income decreased by $3,463 in 2011 due to the combination of lower cash and
investment balance maintained throughout the year along with lower interest rates which also
accounts for the decrease in 2010 of $4,305.

Administrative expenses increased by $18,808 in 2011 primarily due to management fees and
employee benefits and increased in 2010 by $7,965 due to salary and benefit increases.

The following table summarizes the changes in net assets between September 30, 2011, 2010 and
2009 for the Authority as a whole:

ENTITY-WIDE
2011 2010 2009

Cash and Investments $ 279,572 $ 588,474 $ 518,103
Other Current Assets 17,866 23,070 25,444
Capital Assets 1,769,699 1,428,408 1,484,909
TOTAL ASSETS 2,067,137 2,039,952 2,028,456
Current Liabilities 51,355 44,407 40,375
Noncurrent Liabilities 30,704 27,552 25,902
TOTAL LIABILITIES 82,059 71,959 66,277
Invested in Capital Assets, Net of Debt 1,769,699 1,428,408 1,484,909
Unrestricted Net Assets 215,379 539,685 477,270
TOTAL NET ASSETS $ 1,985,078 $ 1,967,993 $ 1,962,179

Comparatively, FYE 2011 revenue exceeded FYE 2010 revenue by $36,727 primarily
due to the Stimulus grant funding, but decreased in 2010 from 2009 by $5,654 primarily due to the
decrease in investment income.

mnnnnHHHHHHHHHHHHHH!HHH!H!EH!HH’



Housing Authority of the Borough of Buena

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

March 31, 2011

The following table summarizes the changes in operating income between FYE 2011, 2010 and 2009

for the Authority as a whole (entity-wide):

Housing Authority of the Borough of Buena

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

March 31, 2011

OPERATING REVENUE:

Tenant Rental Revenue $
Federal Grant Awards

Other Income

TOTAL OPERATING REVENUE

OPERATING EXPENSES:
Administrative
Tenant Services
Utilities
Maintenance
General Expenses
Depreciation Expense

TOTAL OPERATING EXPENSES

NONOPERATING REVENUE (EXPENSES):
Capital Grant Awards
Investment Income
Loss on Sale of Capital Assets

NET NONOPERATING REVENUE

CHANGE IN NET ASSETS $

2011 2010 2009
199,186 $ 202,141 $ 198,611
148,153 187,901 198,898
3,680 3,163 5,295
351,019 393,205 402,804
148,545 129,737 121,772
1,500 1,500 1,500
84,817 83,959 90,872
73,284 73,108 63,252
35,601 35,232 33,695
85,092 78,295 79,401
428,839 401,831 390,492
90,626 8,250 -
4,279 7,742 12,047
(1,552)

94,905 14,440 12,047
17,085 $ 5,814 $ 24,359




Housing Authority of the Borough of Buena

MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)

CAPITAL ASSETS

The following table summarizes the changes in capital assets between September 30, 2011, 2010

and 2009:

Land

Buildings and Improvements
Equipment-Dwelling
Equipment-Nondwelling
Construction-in-progress

TOTAL CAPITAL ASSETS
Accumulated depreciation

CAPITAL ASSETS, NET

March 31, 2011

2011 2010 2009

$ 313978 $ 313978 $ 313,978
3,125,263 2,696,405 2,691,094
111,727 102,749 102,749
42,780 48,517 48,517

- 14,877 -

3,593,748 3,176,526 3,156,338
1,824,049 1,748,118 1,671,429

$ 1,769,699 $ 1428408  $ 1,484,909
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Housing Authority of the Borough of Buena
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED {(CONT'D)
March 31, 2011

DEBT ADMINISTRATION

Debt:

As of March 31, 2011, the Authority had no outstanding debt.

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 information should be addressed to the Executive Director, Housing Authority of the
Borough of Buena, 600 Central Avenue, Minotola, NJ 08341-1014.

-10-
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) Housing Authority of the Borough of Buena
Statements of Net Assets
March 31, 2011 and 2010
2011 2010
ASSETS
Current assets
Unrestricted cash and cash equivalents $ 66,179 $ 379,301
Restricted cash and cash equivalents 18,549 18,146
Unrestricted investments 194,844 191,027
Accounts receivable, net of allowance for doubtful accounts
of $0in 2011 and 2010 - 250
Accrued interest receivable 1,852 2,994
Due from other governments 2418 -
Other receivables 4,398 -
Prepaid expenses 9,198 19,826
Total current assets 297,438 611,544
Non-current assets
Capital assets, net of accumulated depreciation 1,769,699 1,428,408
3 2,067,137 $ 2,039,952
LIABILITIES AND NET ASSETS
Current liabilities
Accounts payable $ 16,801 $ 10,460
Accrued expenses 1,503 1,510
Accrued compensated absences 3,064 2,473
Tenant security deposits 18,549 18,146
Due to other govermments 11,437 11,818
Total current liabilities 51,354 44 407
Non-current liabilities
Accrued compensated absences 13,628 10,675
Accrued pension costs 17,076 16,877
Total non-current liabilities 30,704 27,552
Total liabilities 82,058 71,959
Net assets
invested in capital assets, net of related debt 1,769,699 1,428,408
Unrestricted 215,380 539,585
Total net assets 1,985,079 1,967,993
$ 2,067,137 $ 2,039,952

The accompanying notes are an integral part of the financial statements.

-11-
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Housing Authority of the Borough of Buena
Statements of Revenue, Expenses, and Changes in Net Assets
For the Years Ended March 31, 2011 and 2010

Operating revenue
Federal grant awards
Tenant charges
Other income

Total operating revenue
Operating expenses
Administration
Tenant services
Utilities
Ordinary maintenance and operations
General expenses
Depreciation expense
Total operating expenses
Operating loss
Non-operating revenue (expenses):
Capital grants
Interest income
Loss on sale of capital assets
Net non-operating revenue
Increase in net assets

Net assets at the beginning of the year

Net assets at the end of the year

The accompanying notes are an integral part of the financial statements.

-12-

2011 2010

$ 148,153 $ 187,901
199,186 202,141

3,680 3,163

351,019 393,205
148,544 129,737

1,500 1,500

84,817 83,958

73,284 73,108

35,601 35,232

85,092 78,295
428,838 401,830
(77,819) (8,625)

90,626 8,250

4,279 7,742
- (1,553)

94,905 14,439

17,086 5,814
1,967,993 1,962,179

$ 1,985,079 $ 1,967,993
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* Housing Authority of the Borough of Buena
Statements of Cash Flows
For the Years Ended March 31, 2011 and 2010

2011 2010
Cash flows from operating activities
Cash received from federal programs $ 145,735 188,031
Cash received from tenants 199,840 203,010
Other operating cash receipts 3,680 3,163
Payments to employees (135,813) (128,010)
Payments for goods and services (192,008) (191,145)
Net cash provided by operating activities 21,434 75,049
Cash flows from capital and related financing activities
Purchase of capital assets (426,383) (23,347)
Capital grants received 90,626 8,250
Net cash used in capital and related financing activiies (335,757) (15,097)
Cash flows from investing activities
Purchase of investments (194,844) (191,027)
Proceeds from sales of investments 191,027 346,668
Interest income received 5,421 10,419
Net cash provided by investing activities 1,604 166,060
Increase (decrease) in cash and cash equivalents (312,719) 226,012
Cash and cash equivalents, beginning of year 397,447 171,435
Cash and cash equivalents, end of year $ 84,728 397,447
Reconciliation of operating loss to net cash provided by operating activities
Operating loss $ (77,819) (8,625)
Adjustments to reconcile operating loss to net cash provided by
operating activities
Depreciation 85,002 78,295
(Increase) decrease in assets
Accounts receivable 250 650
Due from HUD 130
Due from other governments (2,418)
Other receivables (4,398)
Prepaid expenses 10,628 (1,083)
Increase (decrease) in liabilities
Accounts payable 6,341 2,415
Accrued expenses and other liabilities (7) 9
Tenant security deposits 403 219
Due to other governments (381) 103
Liability for compensated absences 3,544 2,710
Accrued pension costs 199 226
Net cash provided by operating activities $ 21,434 75,049
Reconciliation of cash and cash equivalents to the statement of net assets
Cash and cash equivalents - unrestricted $ 66,179 379,301
Cash and cash equivalents - restricted 18,549 18,146
$ 84,728 397,447

The accompanying notes are an integral part of the financial statements.

-13-
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) HOUSING AUTHORITY OF THE BOROUGH OF BUENA

Notes to Financial Statements

Note 1: ORGANIZATION AND ACTIVITY

The Housing Authority of the Borough of Buena (the "Authority”) was created under federal and state
housing laws as defined by state statute (N.J.S.A. 40A:12A-1, et seq., the "Housing Authority Act"). The
Authority is governed by a Board of seven members who serve five-year terms. The governing Board is
essentially autonomous but is responsible to the U.S. Department of Housing and Urban Development and
the New Jersey State 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 is responsible for the
development, maintenance and management of public housing for low and moderate income families
residing in the Borough of Buena, New Jersey. Operating and modemization subsidies are provided to the
Authority by the federal government.

The Authority is a component unit of the Borough of Buena. The Council of the Borough of Buena
appoints six out of seven commissioners.

As of March 31, 2011, the activities of the Authority include the ownership and/or management of the
following housing projects in Buena, New Jersey:

The Public Housing Program consists of 60 rental units constructed or purchased and operated by
the Authority. The purpose of this program is to provide decent, safe, and sanitary housing to eligible low-
income families and the elderly at rents they can afford. HUD provides assistance to the Authority in the
form of operating subsidies.

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Authority have been prepared in conformity with accounting principles
generally accepted in the United States of America (GAAP) as applicable to governmental units. The
Govemmental Accounting Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles. The Authority applies authoritative U.S.
accounting and reporting standards for nongovernmental entities issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict GASB pronouncements, in which case, GASB
prevails, and all of the GASB pronouncements issued subsequently. The more significant of the Authority’s
accounting policies are described below.

Basis of accounting

The financial statements of the Authority have been prepared under the accrual basis of accounting
in order to recognize the flow of economic resources. Revenue is recognized when eamed and expenses
are recognized when a liability is incurred. The activities of the Authority are accounted for in an enterprise
fund, used to account for governmental operations that are financed and operated in a manner similar to
provide business enterprises. Enterprise fund accounting is used when the govemning body has decided
that periodic determination of revenues earned, expenses incurred, and net income is appropriate.

-14-



30200
HOUSING AUTHORITY OF THE BOROUGH OF BUENA

Notes to Financial Statements (continued)

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Revenue

The major sources of revenue are various subsidies from the U.S. Department of Housing and Urban
Development, charges to tenants, and other income as discussed below.

Operating revenues and expenses consist of those revenues and expenses that result from the
ongoing principal operations of the Authority. Non-operating revenues and expense consist of those
revenues and expenses that are related to financing and investing types of activities and result from
nonexchange transactions or ancillary acfivities.

Federal grant revenue - Operating subsidies, Capital Fund program revenue received from the U.S.
Department of Housing and Urban Development, and other Federal grants are susceptible to accrual and
are recognized during the fiscal year earmned in accordance with applicable HUD and other Federal program
guidelines. The Authority is generally entitled to receive monies under an established payment schedule
or, for the Capital Fund program, as expenditures are made. Advance payments received for the
subsequent fiscal year are recorded as deferred revenue.

Tenant charges - Tenant charges consist of rental income and fees. Charges are determined and
billed monthly and are recognized as revenues when assessed because they are measurable and are
collectible within the current period. Amounts not received by year-end are considered to be accounts
receivable, and amounts paid for the subsequent fiscal year are recorded as deferred revenue.

Other income - Miscellaneous income is composed primarily of miscellaneous service fees. This
revenue is recorded as earned since it is measurable and available.

Budgets and budgetary control

The Authority prepares an annual budget as required by N.J.S.A. 40A:5A-10. The Authority’s budget
includes all operations of the Authority, exclusive of its component units. Planned Capital Fund expenditures
are included in a capital budget, which is part of the annual budget. The original budget and budget
amendments must be approved by Board resolution. Budget amendments during the years ended March
31, 2011 and 2010 were not significant.

Annual budgets are prepared on the modified accrual basis of accounting. This basis differs in certain
respects from the full accrual basis of accounting that the Authority utilizes for financial reporting.

Non-appropriated capital budgets are prepared for the Capital Fund Program. Expenditures for these
funds are controlled on the basis of applicable separate annual grant awards from HUD and are carried
forward each year until the projects are completed or the grant award has been expended.

The Authority's annual budget is prepared on a detailed line item basis. Revenues are budgeted by
source. Expenditures are budgeted by function and nature. The total amount of appropriations constitutes
the legal level of control. Expenditures may not exceed appropriations at this level without approval of the
State of New Jersey Department of Community Affairs.

-15-
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HOUSING AUTHORITY OF THE BOROUGH OF BUENA
Notes to Financial Statements (continued)

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Cash and cash equivalents and investments

Cash and cash equivalents include petty cash, cash in banks, and all highly liquid investments with
an original maturity of three months or less at time of purchase.

Cash and cash equivalents are reported at fair value, which approximates cost.

HUD authorizes public housing authorities to invest in U.S. obligations, U.S. agencies, money
market funds limited to U.S. obligations, certificates of deposit, savings accounts, and repurchase
agreements fully collateralized by U.S. obligations (with certain restrictions).

New Jersey local units are limited as to the types of investments and types of financial institutions
they may invest in. New Jersey statute 40A:5-15.1 provides a list of pemissible investments that may be
purchased which include, but are not limited to bonds or other obligations of, or guaranteed by, the United
States of America, government market mutual funds, bonds or other obligations of the local unit, and

deposits with the State of New Jersey Cash Management Fund established pursuant to section 1 of P.L.
1977, c.281.

The Authority has adopted a cash management plan that requires it to deposit public funds in public
depositories protected from loss under the provisions of the Govermnmental Unit Deposit Protection Act
("GUDPA”). GUDPA was enacted in 1970 to protect Governmental Units from a loss of funds on deposit
with a failed banking institution in New Jersey and requires that no governmental unit shall deposit public
funds in a public depository unless such funds are secured in accordance with the N.J.S.A. 17:9-41 et seq.

Public depositories include banks (both state and national banks), and savings banks the deposits of -
which are federally insured. All public depositories must pledge collateral, having a market value at least
equal to ten percent of the average daily balance of collected public funds, to secure the deposits of
governmental units. If a public depository fails, the collateral it has pledged, plus the collateral of all other
public depositories, is available to pay the full amount of their deposits to the governmental units.

Restricted assets

Certain cash of the Authority is restricted for tenant security deposits or for other specified purposes.

-16-
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HOUSING AUTHORITY OF THE BOROUGH OF BUENA
Notes to Financial Statements (continued)

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Capital assets

Land, buildings, and furniture and equipment are carried substantially at cost. All additions and
betterments are charged to the capital asset accounts. The Authority has no infrastructure fixed assets.

Expenditures, which enhance the asset or significantly extend the useful life of the asset are
considered improvements and are added to the fixed asset's currently capitalized cost. The cost of normal
repairs and maintenance are not capitalized. Interest has been capitalized during the construction period on
buildings and equipment.

Assets capitalized generally have an original cost of $500 or more and a useful life in excess of three
years. Dwelling equipment (ranges and refrigerators) is capitalized irespective of cost. Depreciation has
been provided on each class of depreciable property using the straight-line method. Estimated useful lives
are as follows:

Buildings 40 years
Building improvements 10 to 20 years
Furniture and equipment 3to 10 years

Compensated absences

Employees earn vacation and sick leave in varying amounts based upon length of service in
accordance with the Authority’s Personnel Policy. Sick leave can accrue without limit, but accrued vacation
leave cannot exceed 2 years. In the event of retirement, employees may be compensated for accumulated
vacation leave based on any accumulated and unpaid annual leave at the current rate of pay under the
Personnel Policy. In the event of retirement, employees may be compensated for accumulated sick leave
based on any accumulated and unpaid annual leave at the current rate of pay under the Personnel Policy

Amounts accrued are charged to expense with a corresponding liability.

Net assets

* In accordance with the provisions of Statement No. 34 (“Statement 34”) of the Governmental
Accounting Standards Board “Basic Financial Statements ~ and Management’s Discussion and Analysis —
for State and Local Govemments”, the Authority has classified its net assets into three components —
invested in capital assets, net of related debt; restricted; and unrestricted. These classifications are defined
as follows:

Invested in capital assets, net of related debt — This component of net assets consists of capital

assets, net of accumulated depreciation, and unamortized debt acquisition costs, reduced by the
outstanding balances of any bonds, notes, or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets. If there are significant unspent related
debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds is not
included in the calculation of invested in capital assets, net of related debt. Rather that portion of
the debt is included in the same net assets component as the unspent proceeds.

17-
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HOUSING AUTHORITY OF THE BOROUGH OF BUENA

Notes to Financial Statements (continued)

Note 2: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)
Net assets (continued)

Restricted — This component of net assets consists of net assets upon which external constraints
have been imposed upon by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments or constraints imposed by law through constitutional
provisions or enabling legislation.

Unrestricted net assets — This component of net assets consists of net assets that do not meet the
definitions of “restricted” or “invested in capital assets, net of related debt.”

Income Taxes

The Authority operates as defined by the Intemal Revenue Code Section 115 and is exempt from
income taxes under Section 115.

Use of Estimates

Management of the Authority has made certain estimates and assumptions relating to the reporting
of assets, liabilities and revenues and expenses to prepare these financial statements in conformity with
accounting principles generally accepted in the United States of America. Actual results may differ from
those estimates.

Note 3: CASH, CASH EQUIVALENTS, AND INVESTMENTS

Custodial credit risk — Custodial credit risk is the risk that, in the event of a bank failure, the
Authority’s deposits may not be returned to it. The Authority’s formal policy regarding custodial credit risk
is the same as described in Note 1, N.J.S.A. 17:9-41 et seq. and included in its cash management plan.
N.J.S.A. 17:9-41 et seq. requires that governmental units shall deposit public funds in public depositories
protected from loss under the provisions of the Governmental Unit Deposit Protection Act (GUDPA).
Under the Act, the first $250,000 of governmental deposits in each insured depository is protected by the
Federal Deposit Insurance Corporation (FDIC). Public funds owned by the Authority in excess of FDIC
insured amounts are protected by GUDPA. However, GUDPA does not protect intermingled trust funds
such as salary withholdings or funds that may pass to the Authority relative to the happening of a future
condition. As of March 31, 2011, all of the Authority’s bank balances of $95,919 were insured by Federal
depository insurance.

Investments

Custodial credit risk —~ For an investment, custodial credit risk is the risk that, in the event of the
failure of the counterparty, the Authority will not be able to recover the value of its investments or
collateral securities that are in the possession of an outside party. Investment securities are exposed to
custodial credit risk if the securities are uninsured, are not registered in the name of the Authority, and are
held by either the counterparty or the counterparty’s trust department or agent but not in the Authority’s
name. Allinvestments are held in the Authority’s name.

Interest rate risk — Interest rate risk is the risk that changes in interest rates will adversely affect the
fair value of an investment.

-18-
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Notes to Financial Statements (continued)

Note 3: CASH, CASH EQUIVALENTS, AND INVESTMENTS

Credit risk ~ Credit risk is the risk that an issuer or counterparty to an investment will not fulfill its
obligations. The Authority does have investment policies that are governed by HUD and N.J.S.A 40A
which limit the risks associated with investing as listed above. See note 2 for detail of these policies.

Concentration of credit risk — Concentration of credit risk is the risk that there is no limit on the
amount that may be invested in any one issuer. The Authority's investments are in certificates of deposit.

As of March 31, 2011, the Authority’s investments totaled $194,844.

Note 4. RESTRICTED ASSETS

The Authority established restricted cash accounts as required by HUD to report the associated cash
associated with holding tenant security deposits. As of March 31, 2011 and 201 0, the Authority’s restricted
cash balances are $18,549 and $18,146, respectively.
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HOUSING AUTHORITY OF THE BOROUGH OF BUENA

Notes to Financial Statements {continued)

Note 5: CAPITAL ASSETS

The Authority's capital asset activity for the years ended March 31, 2011 and 2010 was as follows:

Land-

Buildings

Fumiture & equipment — dwelling
Fumiture & equipment - nondwelling
Construction in progress

!
Less accumulated depreciation

Net capital assets

Land

Buildings

Furniture, equipment - dwelling
Fumiture & equipment - nondwelling
Construction in progress

Less accumulated depreciation

Net capital assets

Balance Balance
March 31, March 31,
2010 Additions Reductions 2011
$ 313,978 $ 313978
2,696,405 $ 428,858 3,125,263
102,749 8,978 111,727
48,517 3,424 $ 9,160 42,781
14,877 14,877 0
3,176,526 441,260 24,037 3,593,749
1,748,118 85,092 9,160 1,824,050
$ 1,428,408 $ 356,168 $ 14,877 $ 1,769,699
Balance Balance
March 31, March 31,
2009 Additions Reductions 2010
$ 313,978 $ 313,978
2,691,094 $ 8,470 $ 3,159 2,696,405
102,749 102,749
48,517 48,517
14,877 14,877
3,156,338 23,347 3,159 3,176,526
1,671,429 78,295 1,606 1,748,118
$ 1,484,909 $ (54,948) $ 1,553 $ 1,428,408
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Note 6: PENSION PLAN

Public Employees' Retirement System

The Authority contributes to the State of New Jersey Public Employees Retirement System
(PERS), a cost-sharing multiple-employer defined benefit pension plan administered by the New Jersey
Division of Pensions and Benefits. PERS provides retirement, death, disability and medical benefits to
certain qualified plan members and beneficiaries. PERS was established in January 1955 under the
provisions of N.J.S.A 43:15A. Membership in PERS 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. The Board of Trustees of PERS is primarily responsible for the administration of PERS.

According to the State of New Jersey administrative code, all obligations of PERS will be assumed by
the State of New Jersey should PERS terminate.

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 for PERS. 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 contribution requirements of plan members are determined by State statute. In accordance with
Chapter 62, P.L. 1994, plan members enrolled in the Public Employees' Retirement System are required to
contribute 5% of their annual covered salary. Effective July 1, 2008, however, in accordance with Chapter
92, P.L. 2007 and Chapter 103, P.L. 2007, plan members are required to contribute 5.5% of their annual
covered salary. N.J.S.A. 43:15A-24 authorizes the reduction in member rates based on the existence of
surplus pension assets in the retirement system.

The Authority is billed annually for its normal contribution plus any accrued liability. Public Law 2009,
c. 19 (S-21) was enacted on March 17, 2009 and allowed the Division of Pension and Benefits to provide
non-state government pensions system employers the option of paying the full amount, or an amount that
reflect a 50 percent reduction of the normal and accrued liability component of the PERS obligations. The
Authority elected to pay the full amount of the employer normal and accrued liability portion of the PERS
obligation. The Authority's total contributions to the plan, equal to the required contribution for each year
were $6,032, $5,084, and $3,750 for the years ended March 31, 2011, 2010, and 20089, respectively.

Early Retirement Incentive Program

Legislation enacted in 1991 and 1993 made early retirement available through Early Retirement
Incentive Programs. These programs, which were subject to the approval of the Authority’s governing
body (within a iimited period of time), were available to employees who met certain minimum
requirements. The governing body of the Authority approved the program for eligible members of the
PERS. Program costs are billed annually by the Division of Pensions. As of March 31, 2011 and 2010,
the accrued liability to the PERS for the 1993 program was $17,076 and 16,877, respectively, payable in
annual installments to April 1, 2033. For 2011, 2010, and 2009, payments were made in the amounts of
$1,135, $1,091 and $1,049, respectively. These payments are scheduled to increase 4% annually.
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Note 7: LONG-TERM DEBT

The following summarizes compensated absences at year end:

March 31,
2011 2010
Beginning balance $ 13,148 $ 10,438
Increase 7,421 6,410
Decrease 3,877 3,700
Ending balance 16,692 13,148
Current portion $ 3,064 $ 2473

Note 8: MANAGEMENT AGREEMENTS

original agreement is effective until December 31, 2011. The agreement will renew one more year
through December 31, 2012 unless written notice is received 30 days prior to expiration. The total
management fees paid for the year ended March 31, 2011 was $9,833.

Note 9: RISK MANAGEMENT

The Authority manages risk through the procurement of a commercial insurance policy. There have
been no significant reductions in insurance coverage during the year ended March 31, 2011. Settled claims
have not exceeded commercial coverage in any of the past three years.

Note 10: OTHER MATTERS

Certain claims have been filed against the organizations. In the opinion of management, all matters
are adequately covered by insurance or are without merit.

Note 11: RECLASSIFICATIONS

Certain reclassifications have been made to the financial statements for the year ended March 31,
2010 to conform to the presentation of the current year.
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