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Board of Commissioners
Housing Authority of the City of Cape May
Cape May, New Jersey

Report on the Financial Statements

We have audited the accompanying statements of net position of the Housing Authority of the City of
Cape May, Cape May, New Jersey, as of September 30, 2014 and 2013, the related statements of
revenues, expenses, and changes in net position and cash flows for the years then ended, and the related
notes to the financial statements, which collectively comprise the Authority'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 generaily accepted in the United Stales of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or

error.

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the 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 Authority'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



Board of Commissioners
Housing Authority of the City of Cape May

the Authority's internal contiol. Accordingly, we express no such opinion. An audit aiso includes
evaluating the appropriateness of accounting policies used and the reasonableness of significant
accounting estimates made by management, as well as evaluating the overall presentation of the
financial statements.

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

Opinion

In our opinion, the flnancial statements referred to above present fairly, in alt material respects, the net
position of the Housing Authority of the City of Cape May, Cape May, New Jersey as of September 30,
2014 and 2013, and the changes In its net position and its cash flows for the years then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 4 through 8 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, ot historical context. We have
applied certain limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audits of the basic financial statements, We do not express an opinion
or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance.

Other information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Housing Authority of the City of Cape May's basic financial statements. The
supplementary information presented on pages 20 through 32, including the financial data schedule, is
presented for purposes of additional analysis and is not a required par of the basic financial statements.
The supplemental information is the responsibility of management and was derived from and relates
directly to the underlying accounting and other records used to prepare the basic financial statements.
Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconclling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or
fo the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the supplemental
information is fairly stated, in all material respects, in relation to the basic financial statements as a whole.
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O uir rnment Audttin ndards

In accordance with Government Audifing Standards, we have also issued our report dated February 12,
2015 on our conslderation of the Housing Authority of the City of Cape May'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 festing, and not to provide
an opinion on Internal control over financlal reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering the Housing
Authority of the City of Cape May's internal control over financial reporting and compliance.

Dndcane Thawt, 4Gy LLP

BARBACANE, THORNTON & COMPANY LLP



HOUSING AUTHORITY OF THE CITY OF CAPE MAY
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED
SEPTEMBER 30, 2014 AND 2013

As management of the Housing Authority of the City of Cape May, we offer readers of the Authority's
financial statements this narative overview and analysis of the financial activity of the Authority for the
yvears ended September 30, 2014 and 2013. We encourage readers to consider the information
presented here in conjunction with the Authority's financial statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

- The assets of the Authority exceeded its liabilities as of September 30, 2014, 2013, and 2012 by
$1,495,904 (net position), $1,642,712 (net position), and $1,716,227 (net position), respectively.

The Authority’s cash and cash equivalents balance as of September 30, 2014 was $368,269,
representing a decrease of $198,694 from September 30, 2013. The Authority’s cash and cash
equivalents balance as of September 30, 2013 was $566,963, representing a decrease of
$56,691 from September 30, 2012.

- The Authority had intergovernmental revenues of $282,853, $303,373, and $346,974 in HUD

operating grants; and $84,062, $87,169, and $93,456 of capital fund grants (used for operations)
for the years ended September 30, 2014, 2013, and 2012, respectively.

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:

-  Statement of Net Posltion - reports the Authority's current financial resources (short-term spendable
resources) with capital assets and long-term debt obligations.

- Slatement of Revenues, Expenses, and Changes in Net Position - reports the Authority's operating
and nonoperating revenues 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)
Comparison of 2014 to 2013

Total assets decreased by $138,589, or 8.10 percent. Specifically, construction-in-progress increased
by $65,902, and cash and cash equivalents decreased by $198,694.

Other current assets decreased $1,748, or 17.6 percent, due mainly to a decrease in prepald
expenses.



HOUSING AUTHORITY OF THE CITY OF CAPE MAY
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)
SEPTEMBER 30, 2014 AND 2013

Total liabilities increased by $8,219, or 11.86 percent, primarily due to an increase in accounts
payable.

HUD operating grants and capital grants soft costs decreased in 2014 from 2013 by $23,627 due to a
significant decrease in HUD funding.

Other revenue increased in 2014 from 2013 by $1,494 primarily due to a gain on sale of capital
assets of $2,915.

Administrative expenses increased in 2014 from 2013 by $8,729 primarily due to an increase in salary
expenses.

Utilities expenses increased in 2014 from 2013 by $20,555 due to an increase in electricity and water
rates.

Maintenance expenses increased in 2014 from 2013 by $12,202 primarily due to an increase in salary
expenses in 2014,

Comparison of 2013 to 2012

Total assets decreased by $121,648, or 6.63 percent. Specifically, cash and cash equivalents
decreased by $56,691; and capital assets decreased by $64,383 primarily due to capital
improvements of $56,189 offset by depreciation of $120,572.

Other current assets decreased $574, or 5.46 percent, due mainly to a decrease in tenant
receivables.

Total llabilities decreased by $48,133, or 40.99 percent, primarily due to a decrease in accounts
payable.

HUD operating grants and capital grants soft costs decreased in 2013 from 2012 by $49,978 due to a
significant decrease in HUD funding.

Other revenue decreased in 2013 from 2012 by $12,816 primarily due to an insurance claim for
reimbursement of mold remediation costs of $15,769 in 2012 but none in 2013.

interest income increased in 2013 from 2012 by $168 due to slightly better interest rates.

Administrative expenses decreased in 2013 from 2012 by $4,800 primarily due to a decrease in legal
expenses of $6,028.

Utilities expenses Increased in 2013 from 2012 by $3,633 due to a slight increase in electricity and
water charges.



HOUSING AUTHORITY OF THE CITY OF CAPE MAY
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONT'D)
SEPTEMBER 30, 2014 AND 2013

Maintenance expenses decreased in 2013 from 2012 by $45,715 primarily due to a cut in materials
purchased of $18,106 and a cut in contract costs incurred of $32,120. No mold remediation or other
large maintenance expenses were necessary in 2013. Maintenance salaries increased by $5,390
due to overtime.

General expenses decreased in 2013 from 2012 by $8,024 due to a decrease in compensated
absences of $6,838, a decrease in PILOT of $407, and a decrease In bad debts of $779.

The following table summarizes the condensed statements of net position between September 30,
2014 and 2013, and September 30, 2013 and 2012 for the Authority as a whole:

ENTITY-WIDE 2014 2013 2012

Cash and cash equivalents $ 368,269 $ 566,963 $ 623,654
Other current assets 8,182 9,930 10,504
Capital assets 1,196,968 1,135,115 1,199,498
TOTAL ASSETS 1,573,419 1,712,008 1,833,656
Current liabilities 71,465 64,618 108,978
Noncurrent liabilities 6,050 4,678 8,451
TOTAL LIABILITIES 77,515 69,296 117,429
Net investment in capital assets 1,196,968 1,135,115 1,199,498
Restricted - 302,774 300,464
Unrestricted 298,936 204,823 216,265
TOTAL NET POSITION $ 1,495,904 $ 1,642,712 $ 1,716,227

Revenue by Funding Source

Capital Fund
12%




HOUSING AUTHORITY OF THE CITY OF CAPE MAY
MANAGEMENT'S DISCUSSION AND ANALYSIS - UNAUDITED (CONTD)
SEPTEMBER 30, 2014 AND 2013

The table below summarizes the condensed statement of revenues, expenses, and changes in net
position between FYE 2014 and FYE 2013, and FYE 2013 and FYE 2012 for the Authority as a whole
(entity-wide):

2014 2013 2012
REVENUE:
Tenant rental revenue $ 306,377 $ 306,932 $ 306,665
HUD PHA operating grants 282,853 303,373 346,974
Capital grants - soft costs 84,062 87,169 93,546
Investment income 1,423 2,340 2,172
Other revenue 7,882 6,388 19,204
TOTAL REVENUE 682,597 706,202 768,561
EXPENSES:
Administrative 196,962 188,233 193,033
Utilities 253,088 232,533 228,900
Tenant services 1,620 - 810
Maintenance 217,312 205,110 250,825
General expenses 12,311 9,951 17,975
Insurance expenses 21,963 23,318 24,677
Depreciation expense 126,419 120,572 115,929
TOTAL EXPENSES 829,405 779,717 832,149
CHANGE IN NET POSITION (146,808) (73,515) (63,588)
NET POSITION, BEGINNING 1,642,712 1,716,227 1,779,815
NET POSITION, ENDING $ 1,495,904 $ 1,642,712 $ 1,716,227

LOW INCOME PUBLIC HOUSING

Changes in Income and Expenses FY 14 - FY 13

$600,000

$400,000

$200,000

Bincome

$0

B Expenses




HOUSING AUTHORITY OF THE CITY OF CAPE MAY
MANAGEMENT'S DISCUSSION AND ANALYSIS — UNAUDITED (CONTD)
SEPTEMBER 30, 2014 AND 2013

CAPITAL ASSET AND DEBT ADMINISTRATION
Capital Assefs:

The following table summarizes the changes in capital assets between September 30, 2014, 2013,
and 2012, respectively:

2014 2013 2012

Land $ 30,200 3 30,200 $ 30,200
Buildings and building

improvements 3,610,855 3,499,893 3,443,704
Furniture, equipment, and

machinery - administration 88,338 93,896 93,896
Construction-in-progress 65,902 - -
TOTAL CAPITAL ASSETS 3,795,295 3,623,989 3,667,800
Accumulated depreciation 2,598,327 2,488,874 2,368,302
CAPITAL ASSETS, NET $ 1,196,968 $ 1,135,115 $ 1,199,498
Debt:

As of September 30, 2014, 2013, and 2012, respectively, 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, Cape May Housing Authority,
639 Lafayette Court, Cape May, NJ 08204-1518, 609-884-8703.



HOUSING AUTHORITY OF THE CITY OF CAPE MAY
CAPE MAY, NEW JERSEY
STATEMENTS OF NET POSITION
SEPTEMBER 30, 2014 AND 2013

2014 2013
ASSETS
CURRENT ASSETS:
Cash and cash equivalents $ 342,125 $ 238,164
Cash and cash equivalents - restricted - 302,774
Tenant security deposits 26,144 26,025
Accounts receivable, net 2,762 2,11
Prepaid expenses 5,420 7,819
Total Current Assets 376,451 576,893
NONCURRENT ASSETS:
Land 30,200 30,200
Construction-in-progress 65,902 -
Capital assets, net 1,100,866 1,104,915
Total Noncurrent Assets 1,196,968 1,135,115
TOTAL ASSETS $ 1,573,419 $ 1,712,008
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts payable and accrued expenses $ 43,305 $ 37,034
Accrued compensated absences 2,016 1,659
Tenant security deposits 26,144 26,025
Total Current Liabilities 71,465 64,618
NONCURRENT LIABILITIES:
Accrued compensated absences 6,050 4,678
Total Noncurrent Liabilities 6,050 4,678
TOTAL LIABILITIES 77,515 69,296
NET POSITION:
Net investment in capital assets 1,196,968 1,135,115
Restricted - 302,774
Unrestricted 298,936 204,823
TOTAL NET POSITION 1,495,904 1,642,712
TOTAL LIABILITIES AND NET POSITION $ 1,573,419 $ 1,712,008

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



HOUSING AUTHORITY OF THE CITY OF CAPE MAY
CAPE MAY, NEW JERSEY
STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION
FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013

2014 2013
OPERATING INCOME
Tenant revenue $ 306,377 $ 306,932
Government operating grants and capital grants (soft costs) 366,915 390,542
Other income 4,967 6,388
TOTAL OPERATING INCOME 678,259 703,862
OPERATING EXPENSES
Administration 196,962 188,233
Utilities 253,088 232,533
Tenant services 1,620 .
Maintenance 217,312 205,110
Insurance expense 21,963 23,318
General expense 12,311 9,951
Depreciation expense 126,149 120,572
TOTAL OPERATING EXPENSES 829,405 779,717
NET OPERATING LOSS (151,146) (75,855)
NONOPERATING INCOME
Interest on investments 1,423 2,340
Gain on sale of capital assets 2,915 -
TOTAL NONOPERATING INCOME 4,338 2,340
CHANGE IN NET POSITION (146,808) (73,515)
NET POSITION, BEGINNING OF YEAR 1,642,712 1,716,227
NET POSITION, END OF YEAR $ 1,495,904 $ 1,642,712

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

-10 -



HOUSING AUTHORITY OF THE CITY OF CAPE MAY

CAPE MAY, NEW JERSEY

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED SEPTEMBER 30, 2014 AND 2013

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash receipts from tenants

Cash receipts from HUD

Other operating cash receipts

Cash payments to employees for services

Cash payments to suppliers of goods or services
NET CASH USED BY OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES:

Purchase of capital assets

Proceeds from sale of capital assets

NET CASH USED BY CAPITAL AND RELATED FINANCING
ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest received
NET CASH PROVIDED BY INVESTING ACTIVITIES

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR
CASH AND CASH EQUIVALENTS, END OF YEAR

CASH FLOWS FROM OPERATING ACTIVITIES;
Operating loss
Adjustments to reconcile operating loss to net cash
used by operating activities:
Depreciation
Changes in assets and liabilities:
(Increase) Decrease in accounts receivable
Decrease (Increase) in prepaid expenses
Increase (Decrease) in accounts payable and accrued expenses
Increase (Decrease) in compensated absences

Increase in tenant security deposits
NET CASH USED BY OPERATING ACTIVITIES

SUMMARY OF CASH:

Cash and cash equivalents

Cash and cash equivalents - restricted
Tenant securit deposits

Total cash and cash equivalents

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

-1 -

2014

$ 305420

367,179
5,009
(165,292)

(527,346)
(15.030)

(188,002)

2,915

(185,087)

1,423

1,423

(198,694)

566,963
$ 368,269

$ (151,146)

126,149

(651)
2,399
6,271
1,829

119

$ (15,030)

$ 342125

26,144

$ 368,269

2013

$ 308239
390,278
6,346
(155,084)

(553,814)
(4,035)

(56,189)

(56,189)

3,533
3,633

(56,691)
623,654
$ 566,963

$ (75855)

120,572

1,001
(1,620)

(46,827)
(5,031)
3,725

$ (4,035)

$ 238,164
302,774
26,025

$ 566,963



NOTE 1

NOTE 2

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

ORGANIZATION AND ACTIVITY

The Housing Authority of the City of Cape May, New Jersey (the "Authority") is a nonprofit
corporation which was organized under the laws of the State of New Jersey to provide housing for
qualified individuals in accordance with the rules and regulations prescribed by HUD. It is not
subject to federal or state income taxes, nor is it required to file federal and state income tax

returns.

The Authority was created through a resolution of the City Council of the City of Cape May in the
County of Cape May, New Jersey, in 1964. Organized as a public housing authority ("PHA") as
defined by state statute (N.J.S.A. 40A:12A-1, et seq., the Housing Authority Act), the Authority
functions under the supervision of the U.S. Department of Housing and Urban Development ("HUD")
and the New Jersey State Department of Community Affairs. The Board of Commissioners of the
Authority is a seven-member board with members appointed by the Mayor of the City of Cape

May.

As of September 30, 2014 and 2013, the activities of the Authority included the ownership and
management of 85 units of public housing in the City of Cape May.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Reporing Presentation

The financial statements were prepared in accordance with generally accepted accounting
principles ("GAAP") as applicable to governmental units. The Governmental Accounting
Standards Board ("GASB") is the accepted standard-setting body for establishing governmentai
accounting and financial reporting principles. Accounting records are maintained on the
accrual basis of accounting, under which revenues are recorded when they are earned and
expenses are recorded when the comnesponding liabilities are incurred. The Authority applies all
relevant Governmental Accounting Standards Board ("GASB") pronouncements.

Reporting Entity

The Authority’s financial statements include the accounts of all Authority operations.

The criteria for including organizations within the Authority's reporting entity, as set forth in GASB
Statement No. 14, "'The Financial Reporting Entity,” as amended by GASB Statement No. 61, relate
to financial accountability. On the basis of these criteria, the Authority has no other entities that
are required to be included in its financial statements, nor is the Authority includable in the
financial statements of any other reporting entity.

-12-



NOTE 2

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Basis of Presentation

The Authority’s accounts are organized as an enterprise fund. The operations are accounted for
with a set of self-balancing accounts that comprise its assefs, liabilities, net position, revenues,
and expenses. Enterprise funds are used to account for operations that provide a service to the
public financed by charges to users of that service and acfivities for which the perlodic
measurement of net income is deemed appropriate for capital maintenance, public policy,
management control, accountability, or other purposes.

Measurement Focus/Basis of Accounting

The Authority's enterprise fund is accounted for on the flow of economic resources measurement
focus. Accounting records are maintained on the accrual basis of accounting, under which
revenues are recorded when they are earned and expenses are recorded when the
corresponding liabilities are incurred. The Authority applies all relevant Governmental Accounting
Standards Board ("GASB") pronouncements.

The Authority adheres to the provisions of GASB Statement No. 34, "Basic Financial Statements -
and Management's Discussion and Analysis - for State and Local Governments," and GASB
Statement No. 38, "Certain Financial Statement Note Disclosures." Statement No. 34 establishes
standards for external financial reporting for all state and local governmental entities, which
includes a statement of net position; a statement of revenues, expenses, and changes in net
position; and a statement of cash flows. It requires the classification of net position into three
components — net investment in capltal assets, restricted, and unrestricted. These classifications
are deflned as follows:

¢ NetIinvestment in capltal assets — This component of net position consists of capital assets,
including restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortigages, notes, or other borrowings that are
attributable to the acquisition, construction, or improvement of those assets. If there are
signiticant unspent related debt proceeds at year end, the portion of the debt attributable
to the unspent proceeds is not included in the calculation of net investment in capital
assets. Rather, that portion of the debt is included in the same net position component as
the unspent proceeds.

e  Restricted - This component of net position consists of constraints placed on net position use
through external constraints imposed 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. It is comprised of assets, net of
related liabilities that are required to be set aside by revenue bond covenants for
operations, maintenance, and renewal and replacements.

-13-



NOTE 2

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

e Unrestricted — This component of net position consists of net position that does not meet the
definition of "restricted" or "net investment In capital assets." Administrative expenses are
paid with the use of unrestricted resources.

Cash and Cash Equlvalents

For purposes of the statement of cash flows, the Authority considers all deposit and certificate of
deposit accounts with an original maturity of three months or less to be cash equivalents.

Revenue

The major sources of revenue are various operating subsidies and grants received from HUD and
rental charges to tenants.

Federal grant revenue — Operating subsidies and Capital Fund Program ("CFP"} grant revenue
recelved from HUD are susceptible to accrual and are recognized during the fiscal year earned.
The Authority generally is entitled to receive moniles under an established payment schedule or,
for the CFP grant, as expenditures are made. All revenues and receivables are shown net of
allowances for uncollectible accounts. Allowances are based on historic trends or specific
account evaluation as necessary.

Tenant charges - Tenant charges consist of rental income. Rents are recognized as revenue
when assessed. Amounts not received by year end are considered to be accounts receivable,
and amounts paid for in the current year for the subsequent fiscal year (if any) are recorded as
deferred revenue. As of September 30, 2014 and 2013, the Authority had tenant receivables of
$2,762 and $1,805, respectively, net of allowances of $920 and $601, respeciively. The Authority
had other receivables for the years ended September 30, 2014 and 2013 totaling $0 and $306,
respectively.

Other income — Other income is composed primarily of miscellaneous service fees and is
recorded when earned.

Budgets and Budgetary Control

The accounting records of the Authority generally are maintained on the budgetary basis
prescribed by HUD, which is a comprehensive basis of accounting other than generally accepted
accounting principles. Sufficient supplemental records generally are maintained to allow for the
presentation of GAAP basis financial statements. Formal budgetary integration into the
accounting system is not employed.

-14-



NOTE 2

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (conf'd)

The Authority prepares an annual comprehensive budget, as required by N.J.S.A. 40A: 5A-10, the
Housing Authority Act, for submission to the New Jersey Department of Community Affairs. The
budget includes all operations of the Authority. Unexpended appropriations for annually-
budgeted funds lapse at fiscal year end. Original budgets and budget amendments must be
approved by Board resolutions. There were no budget amendments during the years ended
September 30, 2014 and 2013.

The Authorlty’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. Annual budgets lapse at fiscal year end.

Capital Assets

Property and equipment are carried at historical cost. All additions and betterments are charged
to the property and equipment accounts. Expenditures that enhance the asset or significantly
extend the useful life of the asset are considered improvements and are added to the asset's
currently capitalized cost. The cost of normal repairs and maintenance are not capitalized. The
Authority has no infrastructure fixed assets.

Assets capitalized generally have an original cost of $2,000 or more and a useful life of more
than one year. 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, equipment, and machinery 3 to 10 years

Compensated Absences

Employees earn vacation and sick leave in varying amounts based upon length of service. The
Authority’s policy allows employees to accumulate unused sick leave on an unlimited basis to be
taken as needed. Fifty percent of the value of an employee's accumulated sick leave is
payable upon refirement, not to exceed $17,500. A liability for accumulated sick leave for
eligible employees is recorded in the financiol statements. No accrual for vacation time has
been recorded In the financial statements, as the policy stales employees are not aliowed to
carry over unused vacation time earned from year to year.

Revenues and Expenses

Revenues and expenses are distinguished between operating and nonoperating items.
Operating revenues generally result from providing services in connection with the Authority's
principal ongoing operations. The principal operating revenues of the Authority are tenant rentals
and operating grants from HUD.

-15-



NOTE 2

NOTE 3

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (cont'd)

Operating expenses include the costs associated with the day-to-day operations of the Authority
and depreciation on capital assets. All revenues and expenses not meeting these definitions are
reported as nonoperating revenues and expenses.

Use of Restricted/Unrestricted Net Position

When an expense is incurred for purposes for which both restricted and unrestricted net position is
available, the Authority's policy is to apply restricted net position first.

Implementation of GASB Statement

The Authority implemented the provisions of GASB Staternent No. 65, “ltems Previously Reported as
Assets and Liabilities.” This new guidance establishes accounting and financial reporting
standards that reclassify, as deferred outflows of resources or deferred inflows of resources,
certain items that were previously reported as assets and liabilities. The Authority did not have
any deferred outflows or deferred inflows as of September 30, 2014 and 2013.

Use of Estimates in the Preparation of Financial Statements

The preparation of financial statements in conformity with generally accepted accounting
principles requires management 1o make estimates and assumptions that affect certain reported
amounts and disclosures. Accordingly, actual results could differ from those estimates.

DEPOSITS
Deposits

Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank failure, the government's deposits may
not be returned. At September 30, 2014, the carnrying amount of the Authority's deposits was
$368,269, and the bank balance was $395,370. Of the bank balance, $318,619 was covered
by federal depository insurance, and $76,751 was covered by the Governmental Unit Depository
Protection Act of the State of New Jersey, which requires the institution to pool collateral for all
governmental deposits and have the collateral held by an gpproved custodian in the institution's
name. At September 30, 2013, the carrying amount of the Authority's deposits was $566,963, and
the bank balance was $568,874. Of the bank balance, $296,206 was covered by federal
depository insurance, and $272,668 was covered by the Governmental Unit Depository Protection
Act of the State of New Jersey, which requires the institution to pool collateral for all governmental
deposits and have the collateral held by an approved custodian in the Institution's name.
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NOTE 4

HOUSING AUTHORITY OF THE CITY OF CAPE MAY

SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

CAPITAL ASSETS

The changes in capital assets for the year ended September 30, 2014 are as follows:

Capital assets not being depreciated:
Land
Construction in progress

Total Capital Assets Not Being Depreciated

Capital assets being depreciated:
Buildings and building improvements
Furniture, equipment, and machinery -

administration

Total Capital Assets Being Depreciated

Accumulated depreciation
Total Capital Assets Being Depreciated, Net

CAPITAL ASSETS, NET

The changes in capital assets for the year ended September 30, 2013 are as follows:

Capital assets not being depreciated:
Land
Total Capital Assets Not Being Depreciated

Capital assets being depreciated:
Buildings and building improvements
Furniture, equipment, and machinery -

- administration
Total Capital Assets Belng Depreciated

Accumulated depreciation
Total Capital Assets Being Depreciated, Net

CAPITAL ASSETS, NET
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Beginning Ending
Balance Deletions/ Balance
10/01/13 Additions  Adjustments 09/30/14
$ 30200 $ - 8 - § 30,200
- 65,902 - 65,902

30,200 65,902 - 96,102
3,499,893 110,962 3,610,855
93,896 11,138 (16,696) 88,338
3,593,789 122,100 (16,696) 3,699,193
2,488,874 126,149 (16,696) 2,598,327
1,104,915 (4,049) - 1,100,866
$1,135115 § 61,853 § - 81,196,968
Beginning Ending
Balance Deletions/ Balance
10/01/12 Additions  Adjustments  09/30/13
$ 30200 § § - § 30,200
30,200 - 30,200
3,443,704 56,189 3,499,893
93,896 - 93,896
3,537,600 56,189 3,593,789
2,368,302 120,572 2,488,874
1,169,298 (64,383) 1,104,915
$1,199,498 § (64,383) § - §1,135,115




NOTE 5

NOTE 6

NOTE 7

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

PENSION PLAN
Plan Description

The Authotity contributes to the Public Employees’ Retirement System ("PERS"), a governmentai
cost-sharing multiple-employer defined benefit pension plan administered by the State of New
Jersey under the provisions of N.J.S.A. 43:15A.

The PERS' designated purpose is to provide retirement, death, disability, and medical benefits to
certain qualified members. Membership in the PERS is mandatory for substantially ail 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’s pension fund. The PERS' Board of Trustees is
primarily responsible for the administration of the plan. The State of New Jersey, Department of
the Treasury, Division of Pensions and Benefits, issues publicly-available financial reports that
include the financial staotements and required supplementary information for PERS. The
financlal reports may be obtained by wiiting to the State of New Jersey, Department of the
Treasury, Dlvision of Pensions and Benefits, P.O. Box 295, Trenton, New Jersey 08625-0295.

Funding Policy

The contribution policy is set by N.J.S.A. 43:15A and requires contributions by active members
and contributing employers. Plan member and employer contributions may be amended by
State of New Jersey legisiation. Members contribute at a uniform rate. The full normal employee
contribution rate is 6.78 percent of base salary. The rate for members who are eligible for the
Prosecutors Part of the PERS (Chapter 366, P.L. 2001) is 8.5 percent of base salary. Employers are
required o contribute at an actuarially determined rate. The annual employer contributions
include funding for basic retirement allowances, cost-of-living adjustments, and noncontributory
death benefits.

The total employee contributions for the years ended September 30, 2014, 2013, and 2012

were $12,084, $9,385, and $7,421, respectively. Total employer contributions for the years
ended September 30, 2014, 2013 and 2012 were $8,795, $8,141, and $12,177, respectively.

ECONOMIC DEPENDENCY

The Authority is economically dependent upon the subsidies received from HUD.

RESTRICTED CASH

For the years ended September 30, 2014 and 2013, restricted cash in the amount of $0 and
$302,774, respectively, represents unspent capital fund program requisitions designated for future
capital activities and future operating needs.
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NOTE 8

NOTE ¢

HOUSING AUTHORITY OF THE CITY OF CAPE MAY
SEPTEMBER 30, 2014 AND 2013

NOTES TO FINANCIAL STATEMENTS

COMMITMEN

As of September 31, 2014, the Authorlty has the following construction commitment. The
anficipated construction commitment Is as follows:

Completed Estimated
Contract at Balance to
Amount 09/31/2014 Complete
Ocean Construction (Bathrooms) § 72,000 $§ 63,830 $ 8,170

In addition, the Authority has Incurred costs related to the other capliial projects in the amount of
$2,072 that are not under formal commitments as of September 31, 2014.

SUBSEQUENT EVE

The Authority has evaluated all subsequent events through February 12, 2015, the date the
financial statements were available to be issued.
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HOUSING AUTHORITY OF THE CITY OF CAPE MAY
CAPE MAY, NEW JERSEY

SUPPLEMENTAL INFORMATION
FOR THE YEAR ENDED SEPTEMBER 30, 2014
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HOUSING AUTHORITY OF THE CITY OF CAPE MAY
CAPE MAY, NEW JERSEY

RECONCILIATION OF CAPITAL FUNDS ADVANCED WITH COST - EXCESS OR DEFICIENT

Funds Approved
Funds Expended

Excess of Funds Approved

Funds Advanced
Funds Expended

Excess of Funds Advanced

ADVANCES - PHA OWNED HOUSING
SEPTEMBER 30, 2014
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Capital Fund
2014

$ 91,089

$ 91,089

$ =

$ -



HOUSING AUTHORITY OF THE CITY OF CAPE MAY
CAPE MAY, NEW JERSEY
STATEMENT OF CERTIFICATION OF ACTUAL MODERNIZATION
COSTS - COMPLETED PROJECTS
SEPTEMBER 30, 2014

Project No. NJ39P06250107

Approved Actual
Budget Costs Overrun
Operations $ 107,984 $ 107,984 $ .
TOTAL COSTS $ 107,984 $ 107,984 $ -
1. The actual 2007 modernization costs are as shown above.
2. The distribution of costs by major cost accounts as shown on the Annual Statement/Performance and

Evaluation Report dated September 27, 2008, accompanying the actual modernization cost certificate
submitted to HUD for approval, is in agreement with the Housing Authority's records.

3. All costs have been paid, and all refated liabilities have been discharged through payment.

4. There were no budget overruns noted.
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HOUSING AUTHORITY OF THE CITY OF CAPE MAY
CAPE MAY, NEW JERSEY
STATEMENT OF CERTIFICATION OF ACTUAL MODERNIZATION
COSTS - COMPLETED PROJECTS
SEPTEMBER 30, 2014

Project No. NJ39P06250113

Approved Actual
Budget Costs Overrun
Operations $ 84,062 $ 84,062 $ -
TOTAL COSTS $ 84,062 $ 84,062 $ -
1. The actual 2013 modernization costs are as shown above.
2. The distribution of costs by major cost accounts as shown on the Annual Statement/Performance and

Evaluation Report dated July 30, 2014, accompanying the actual modernization cost certificate submitted
to HUD for approval, is in agreement with the Housing Authority's records.

3. All costs have been paid, and all related liabilities have been discharged through payment.

4. There were no budget overruns noted.
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Barbacane, Thornton & Company LLP
2010 Springer Building
3411 Silverside Road

INDEPENDENT AUDITOR'S Wilmington, Delaware 19810
REPORT ON INTERNAL CONTROL e
OVER FINANCIAL REPORTING AND ON F 302 468 4001
COMPLIANCE AND OTHER MATTERS BASED www.btcpa com

ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

February 12, 2015

Board of Commissioners
Housing Authority of the City of Cape May
Cape May, New Jersey

We 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 financial statements of the Housing Authority of
the City of Cape May, Cape May, New Jersey as of and for the year ended September 30, 2014, and the
related notes to the financial statements, and have issued our report thereon dated February 12, 2015.

Internal Control Over Financial Reporting

in planning and performing our audit of the financial statements, we considered the Housing Authority of
the City of Cape May's internal control over financial reporting (“internal control”) to determine the audit
procedures that are appropriate in the circumstances 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 Housing
Authority of the City of Cape May's internal control. Accordingly, we do not express an opinion on the
effectiveness of Housing Authority of the City of Cape May'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, fo 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 defected and corrected, ona
timely basis. A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by those charged with
governance,

Our consideration of 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, dusing our audit we did not identify any
deficiencies in internal controt that we consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.
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Board of Commissioners
Housing Authority of the City of Cape May

Compliance and Other ers

As part of obtaining reasonable assurance about whether the Housing Authority of the City of Cape May's
financlal siatements are free from materlal 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 tesis 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 our testing of internal control and compliance
and the results of that testing, and not fo provide an opinion on the effectiveness of the Authority'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 Authority’s infernal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

B Thaints, 4 Gy LLP

BARBACANE, THORNTON & COMPANY LLP
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