HARRISON REDEVELOPMENT AGENCY

COUNTY OF HUDSON, NEW JERSEY

REPORT OF AUDIT
ON THE
FINANCIAL STATEMENTS

FOR THE YEAR ENDED DECEMBER 31, 2013

SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS



HARRISON REDEVELOPMENT AGENCY

TABLE QOF CONTENTS

Independent AUTIEOr'S REPOM. ... ..ot e
Management's DiscusSIon and ANAlYSIS ... ...ccoviiiiiii e
Roster of Officials as of December 31, 2013 i
EXHIBIT
A Comparative Net POSItION ...,
B Comparative Revenues, Expenses and Changes in Net Position..........................
C Comparative Cash FIOWS ...........o oot
NOTES TO FINANCIAL STATEMENTS ... ess e
SCHEDULE
Supplementary Information:
1 Schedule of Cash Receipts, Cash Disbursements and Changes in Cash
and Cash Equivalents - Unrestricted ACCOUNTS......ccoocoiiiiirn e
2 Schedule of Cash Receipts, Cash Disbursements and Changes in Cash and
Cash Eguivalents - Restricted ACCOUNIS ... e
3 Comparative Schedules of Operating Revenues and Expenditures Funded
by Operating Revenue Compared to Budget..............c..ooviicinc s
4 Analysis of Reserve for Grants Receivable..................o
5 Analysis of Accounts Payable ... e,
6 Analysis of Reserve Tor Grants..............co oo

REPORT ON INTERNAL CONTROL AND SINGLE AUDIT SECTION

Report on Internal Control Over Financial Reperting and on Compliance and

Other Matters Based on an Audit of Financial Statements Performed in

Accordance with Governiment Auditing Standards.............ccooocoiiieeeee e
Report on Compliance with Requirements Applicable to Each Major Program

and on Internal Control Over Compliance in Accordance with Federal OMB

Circular A-133 and State of New Jersey OMB Circular 04-04 ..o
Schedule of Expenditures of State Financial Assistance for the Year Ended

DeemMIDEr 371, 2073 i e et et e
Notes to the Schedule of Expenditures of State Financial Assistance - Year Ended

DECemMbBEr 31, 203 o
Schedule of Findings and Questioned Costs - Year Ended December 31, 2013 - Major

State AWATd PrOgraMS .. oo e e e B
Summary Schedule of Prior Year's Audit Findings - Year Ended December 31, 2013 -

Major State AWAID PIOOIAIMIS ...oi e irie it vaets et e e et oyt re e et e e

O~



GENERAL COMMENTS AND RECOMMENDATIONS

PAGE
LT 1= = R e ] 1= 10 1= T TSP URPPRUTR 35
0= oo 1 LN LA Lo = 11 Lo IR UTEO OO 36
ACKNOWIEAGMENL ... e e e e e 37



SAMUEL KLEIN AND COMPANY
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Fax (973) 624-8101 Fax (732) 78CG-1030

INDEPENDENT AUDITORS’ REPORT

The Board of Commissioners
Harrison Redevelopment Agency
Harrison, New Jersey 07028

Report on the Financial Statements

We have audited the accompanying financial statements of the Harrison Redevelopment Agency, a
compenent unit of the Town of Harrison, County of Hudson, State of New Jersey, as of and for the year
ended December 31, 2013, and the related notes to the fmancnal statements which comprlse the Harrison
Redevelopment Agency 3 fmanmal statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’'s Responsibility

Our respensibility is to express opinions on these financial statements based on our audit. 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. 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 entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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

Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Harrison Redevelopment Agency, State of New Jersey, as of December 31, 2013, and the
results of its operations and its cash flows for the year then ended in conformity with accounting principles
generally accepted in the United States of America.
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www.sarnuelklein-cpa-rma.com



Other Matters

Accounting principles generally accepted in the United States of America require that the management's
discussion and analysis on pages 3 through 5 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management's
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
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 opinions on the financial statements that collectively
comprise the Agency’s basic financial statements. The information included in the supplementary information
is presented for purposes of additionial analysis and is not a required part of the financial statements.

The supplementary information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlyng
accounting and other records used to prepare the financial statements or to the financial statements
themselves, and other additional procedures in accordance with auditing standards generally accepted in the
United States of America. In our opinion, the supplementary information is fairly stated, in all material
respects, in relation to the financial statements taken as a whole. :

The supplementary 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 financial
statements taken as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated April 24, 2014 on
our consideration of the Harrison Redevelopment Agency's internal control over financial reporting and on our
tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering Harrison Redevelopment Agency’'s internal control over

financial reporting and compliance.
SAMUEL KLEIN AND COMP’ZNY

CERTIFIED PUBLIC ACCOUNTANTS

Loyt Faciome

/ /JOSEPH J. FACCONE, RMA, PA

Newark, New Jersey
April 24, 2014



MANAGEMENT'S DISCUSSION AND ANALYSIS

Within this section of the Harrison Redevelopment Agency's (the “Agency”) annual financial report, the
management of the Agency provides a narrative discussion and analysis of the financial activities of the
Agency for the audit year ending December 31, 2013.

The Agency's financial performance is discussed and analyzed within the context of the accompanying
financial statements and notes following this section.

Discussion of Financial Statements Included in Anhnual Audit

The Agency prepares and presents its financial statements on several different bases, because of accounting
requirements and for internal use purposes.

The first set of statements which consist of the Comparative Statements of Net Position, the. Comparative
Statements of Revenues, Expenses and Changes in Net Position, and the Comparative Statements of Cash
Flows is prepared on an accrual basis and is in accordance with accounting principles generally accepted in
the United States of America (GAAP) applicable to enterprise funds of state and local governments. These
statements are the official financial statements of the Harrison Redevelopment Agency.

After the first set of statements and the "Notes to Financial Statements” that follow are supplemental
schedules.

The Agency has historically presented its financial statements on a “GAAP Basis”, and continues to do so
because it relates more fairly to the annual budget for the same peried. The annual budget records all
encumbrances as charges against the adopted appropriation even if the items or services have not been
received.

Contained in the supplemental information are statements that report the Schedule of Operating Revenues
and Expenditures funded by Operating Revenues Compared to Budget. This statement compares the
“Budget” revenues and expenses to “Actual’ revenues and expenses. This includes operating revenues and
expenses, honoperating revenues and nonoperating expenses. '

The Budget to Actual statement is a very important statement to the Agency management staff, because it is
how we measure our financial performance, particularly as it compares to the approved and adepted annual
budget and how it relates to the operational performance.

Other information or statements incorporated within the annual audit report are the Schedules of Cash
Receipts, Cash Disbursements and Changes in Cash and Cash Equivalents - Unrestricted and the Analysis
of Accounts Payable,

For the purpose of the Management Discussion and Analysis, the ensuing discussion will review the financial
statements of the Agency, those prepared on an accrual basis and in accordance with accounting principles
generally accepted in the United States of America (GAAP) applicable to enterprise funds of state and local
governments. This is the first set of statements included in the annual audit report.

Comparative Statement of Net Position

The Harrison Redevelopment Agency's Total Assets decreased $1,980,002.00 due to decreases in grants
receivablé. Total liabilities decreased $2,119,678.98 due to a decrease in Reserve for Grants. Assets
exceeded liabilities by $320,844.40. This compares to 2012 where the liabilities exceeded assets by
$181,167.42.



Comparative Statement of Net Position (Continued)

The Harrison Redevelopment Agency had a Net Position of $320,844.40, comprised of the following:

Designated for Subsequent Year : $200,000.00
Unrestricted - Undesignated 120,844.40
$ 320,844.40

As of December 31,

201 2012
Total Current Assets $ 567,723.25 $ 260,673.34
Total Restricted Assets 3,237,018.72 5,624,070.63
Total Assets 3,804,741.97 5,784,743.97
Total Current Liabilities Payable _
from Current Assets © 246,878.85 79,505.92
Total Current Liabilities Payable
from Restricted Assets 3,237,018.72 5,524,070.83
Total Liabilities 3,483,807.57 5603,576.55
Net Position $ 320,844.40 $ 181,167.42

Total Current Assets increased because cash and cash equivalents have increased.

Total Current Liabilities Payable from Restricted Assets decreased because accounts payable has
decreased.

Comparative Statement of Revenues, Expenses and Changes in Net Position

Operating Expenses increased $36,326.96 due to the awarding of additional professional contracts for legal
services as it pertains to the redevelopment process.

Total Net Position as of December 31, 2013 increased $139,676.98, from a net position of $181,167.42 to a
net position of $320,844.40,

013 012
Operating Expenses $ 865,230.39 $ 828,903.43
Operating Loss {865,230.39) (828,903.43)
" Nonoperating Revenues/(Expenses) - Net 1,037,728.12 1,720,837.35
Net Income 172,497.73 891,933.92
Prior Year Receivable Cancelled 32,820.75 351,060.78
Change in Net Position 139,676.98 540,873.14
Net Position, Beginning (Deficit) 181,167.42 (359,705.72)

Net Position, Ending $ 320,844.40 $ 181,167.42




Statement of Cash Flows

The net increase in Cash and Cash Equivalents was $384,322.68.

Future Economic Qutlook

The Harrison Redevelopment Agency continUes to work toward the acquisition and redevelopment of the
areas designated as redevelopment.

Despite continued economic uncertainties in the region, the Agency expects that increasing growth and
development in the area and the strong demand for residential, commercial and retail projects in the Hudson
County area will be beneficial to the ongoing redevelopment efforts of the Agency.
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HARRISON REDEVELOPMENT AGENCY.

COMPONENT UNIT

COMPARATIVE STATEMENTS OF NET POSITION

DECEMBER 31, 2013 AND DECEMBER 31, 2012

ASSETS
Current Assets:
Cash and Cash Equivalents
Accounts Receivable
Total Current Assets
Restricted Assets:
Cash and Cash Equivalents

Grants Receivable

Total Restricted Assets

TOTAL ASSETS

LIABILITIES

‘Current Liabilities Payable from Current Assets: -
Accounts Payable
Prepaid Administration Fee

Total Current Liabilities Payable from
Current Assets

Current Liabilities Payable from Restricted Assets:

Reserve for Escrows
Reserve for Grants

Total Current Liabilities Payable from
Restricted Assets '

Total Liabilities

NET POSITION

Designated for Subsequent Year
Unreserved - Undesignated

Total Net Position

See accompanying notes to financial statements.

Balance
Dec. 31, 2013

$ 560,927.00
6,796.25

567,723.25

Exhibit A

Balance
Dec. 31, 2012

$ 215733.09
44.940.25

1,508,166.07
1,728,852.65

260,673.34

3,237,018.72

1,469,037.30
4,055,033.33

$3,804,741.97

5,5624,070.63

$ 192,585.85
54,293.00

$5,784,743.97

246,878.85

$ 7950592

50,006.95
3,187,011.77

79,505.92

3,237,018.72

5,624,070.63

$3,483,807.57

5,624,070.63

$ 200,000.00
120,844 .40

3 5,603,576.55

$ 320,844.40

$
181,167.42

$ 181,167.42




HARRISON REDEVELOPMENT AGENCY

COMPONENT UNIT

COMPARATIVE STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

FOR THE FISCAL YEARS ENDED DECEMBER 31, 2013 AND DECEMBER 31, 2012

Operating Expenses:
Administrative
Cost of Providing Services
Total Operating Expenses

Operating Loss

Nonoperating Revenues:
Developer's Fees
Developer Reimbursements
Red Bull Reimbursements
Other Reimbursements
Settlement - Redevelopers
Miscellaneous
Interest Earned

Total Nonoperating Revenues

Net Income

Prior Year Receivables Cancelled
Change in Net Position

Net Position (Deficit), Beginning of Year

Net Position, End of Year

See accompanying notes to financial statements.

Dec. 31, 2013

3

95,956.55
769,273.84

865,230.39

Exhibit B

Dec. 31, 2012

$

152,124.84
676,778.59

(865,230.39)

828,903.43

140,080.64

280,254.82
36,5622.00
580,663.05

207.61

(828,903.43)

1,037,728.12

86,891.30
180,180.23

1,453,214.94
390.00
160.88

172,497.73

32,820.75

1,720,837.35

139,676.98

181,167.42

891,933.92

351,060.78

$ 320 844 40

540,873.14

(359,705.72)

$

181,167.42




HARRISON REDEVELOPMENT AGENCY

COMPONENT UNIT

COMPARATIVE STATEMENTS OF CASH FLOWS

FOR THE FISCAL YEARS ENDED DECEMBER 31, 2013 AND DECEMBER 31, 2012

Cash Flows from Operating Activities:
Net Income

Adjustments to Reconcile Change in Net Position to Net
Cash Provided by (Used in} Operating Activities:

Change in Assets and Liabilities:
(Increase)/Decrease in Grants Receivable
(Increase)/Decrease in Accounts Receivable

. Increase/{Decrease) in Reserve for Grants
Increase/(Decrease) in Reserve for Escrows
Increase/(Decrease) in Prepaid Administration Fee
Increase/(Decrease) in Accounts Payable

Total Adjustments to Change in Net Position

Net Cash Provided by {Used in} Operating Activities

Net Increase/(Decrease) in Cash and Cash Equivaients

Exhibit C
- Dec. 31. 2013 Dec. 31, 2012
$ 17249773 $ 891,933.92
2,326,180.68 (3,726,286.85)
5,323.25 121,856.00
(2,337,058.86) 2,158,271.78
50,006.95
54,283.00 _
113,079.93 (14,449.08)
211,824.95 (1,460,608.15)
384,322.68 (568,674.23)
384,322.68 (668,674.23)
1,684,770.39 2,253,444 62

Cash and Cash Equivalents, Beginning of Year

Cash and Cash Equivalents, End of Year

$ 2,069,093.07

Reconciliation to Balance Sheet;
Unrestricted Cash and Cash Equivalents
Restricted Cash and Cash Equivalents

$ 560,927.00
1,508,166.07

$ 1,684,770.39

$ 2,069,093.07

$ 215,733.09
1,469,037.30

See accompanying notes to financial statements.

5 1684770.39
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HARRISON REDEVELOPMENT AGENCY.
COMPONENT UNIT '

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2013

REPORTING ENTITY

The Harrison Redevelopment Agency (the “Agency”) is a public body corporate and politic of the State of
New Jersey. The Agency was created by municipal ordinance on March 28, 1999 pursuant to the
provisions of N.J.S.A. 40A:12A-1 et seq., for the purpose of carrying out the urban renewal program
activities for the Town of Harrison. The Agency is empowered to exercise public and essential
government functions, including acquisition, condemnation, clearance, renovation and redevelopment of
property in designated blighted areas and to carry out redevelopment plans for the Town of Harrison.

The Agency is governed by a Board of Commissioners consisting of seven members, who are appointed
by the Mayor of the Town of Harriscn. No more than 2 members shall be officers or employees of the
Town. The Board of Commissioners determines policy actions, approves resolutions and selects an
executive director to be responsible for the overall operation of the Agency. 'Based upon this criteria and
the possibility of the Agency providing a financial benefit to the Town, the Agency is considered a
component unit of the Town.

On August 5, 1992, the Legislature of the State of New Jersey adopted the Local Redevelopment and
Housing Law (N.J.S.A. 40A:12A-1 et seq.) which became effective on a retroactive basis to January 1,
1892. This law requires all redevelopment agencies to be subject to the provisions of the “Local
Authorities Fiscal Control Law’. As a result of this change, the Agency is subject to the laws, rules and
regulations promulgated for Authorities in the State of New Jersey and must report to the Bureau of
Authority Regulation, Division of Local Government Services, Department of Community Affairs, State of
New Jersey.

The Agency meets the criteria established by the Governmental Accounting Standards Board (GASB) to
be deemed a component unit of the primary government unit, the Town of Harrlson This classification
does not diminish the autonomous character of the Agency.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Financial Statements

The financial statements of the Agency have been prepared on the accrual basis of accounting,
with certain elimination entries, in accordance with governmental accounting standards
applicable to local government units for enterprise funds. The Agency’s operations. are
segregated into unrestricted operations, which include financial assistance and administrative
functions for redevelopment of property in designated blighted areas for the Town of Harrison
and the restricted operations of the Agency, which include the administration of the various.
financing programs for grants. All interfund balances and transactions have been eliminated for
the purpose of financial reporting.

B. Use of Estimates

The preparation of financial statements in conformity with accounting principles generally
accepted in the United States of America requires management to make estimates and
assumptions that affect the amounts reported in the financial statements and accompanying
notes. Actual results could differ from those estimates.

11



2.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C.

Unrestricted - Cash,; Cash Equivalents and Invesimenis

Cash includes petty cash, change funds, cash in banks, savings accounts, money markets, or
highly liquid securities with a maturity date of three (3) months or less from the date of purchase
which may be withdrawn at any time without prior notice or penalty. Cash equivalents are
defined as short-term, highly liquid securities that are both readily convertible to known amounts
of cash and so near their maturity that they present insignificant risk of changes in value because
of changes in interest rates. Generally, only securities with original maturity dates of three (3)
months or less meet this definition. For the Statements of Cash Flows the Agency includes all
cash, cash equivalents and investments,

Restricted - Cash, Cash Equivalents and Investments

Contributions received from various sources as grants are recorded in the period they become
measurable. Developer financed construction is recorded in the period in which the system is
donated to the Agency. Donated assets are recorded at fair market value at the date of the gift.
Grants not externally restricted and utilized to finance operations are identified as non-operating
revenues.

Intergovernmental Regeivables and Payables

Transactions between the Agency and the Town of Harrison and other Town agencies that are
representative of capital allotments/grant awards arrangements outstanding at the end of the
fiscal year are referred to as intergovernmental receivables.

Amounts owed to the Town of Harrisen and other governmental agen‘cies at the end of the fiscal
year as a result of contractual arrangements or advancements are reported as intergovernmental
payables.

Deferred Revenue

There was no deferred revenue as of December 31, 2013,

Restricted Assets

Certain assets are restricted as a result of certain agreements entered into between the Agency
and third parties. The cash balance of $1,508,166.07 is money being used for grants and other
uses in the redevelopment zone.

Net Position

Net position represents the difference between assets and liabilities. Net position invested in
capital assets, net of related debt to the extent expended consists of capital assets, net of
accumulated depreciation, reduced by the outstanding balances of any borrowings used for the
acquisition, construction or improvement of those assets. Net position is reported as restricted
when there are limitations imposed on their use either through the enabling legislation adopted
by the Agency or through external resfrictions imposed by credifors, grantors or laws or
regulations of other governments. Unrestricted consists of all other net position not included
above.

Budgetary Information

An operating budget is adopted each fiscal year by the Agency. The Board may at their
discretion modify the budget subsequent to adoption. The Board made one supplemental
appropriation or transfer during the audit period. The legal leve! of budget control is defined in
the Agency as the current budget plus other available funds.

12



3.

CASH, CASH EQUIVALENTS AND INVESTMENTS
New Jersey statutes permit the Agency to purchase the following types of securities:

Bonds or other obligations of the United States of America or obligations guaranteed by the
United States of America. This includes instruments such as Treasury bills, notes and
bonds. :

Government Money Market Mutual Funds.

Any federal agency or instrumentality obligation authorized by Congress that matures within
397 days from the date of purchase, and has a fixed rate of interest not dependent on any
index or external factors.

Bonds or other obligations of the local unit or school districts of which the local unit is a part.

Any other obligations with maturities not exceeding 397 days, as permitted by the Division of
Investments.

Local Government investment pools, such as New Jersey CLASS, and the New Jersey
Arbitrage Rebate Management Program.

New Jersey State Cash Management Fund.
Repurchase agreements of fully collateralized securities, subject to special conditions.

New Jersey Statutes authorize the Agency to invest in obligations which are obligations of or guaranteed
by the Federal Government and certain State managed funds whose investments are primarily in Federal
securities and certain banking institutions. All marketable securities with a maturity date of more than
ninety (90) days from the date of purchase are deemed to be investments of the Agency as defined in
GASB No. 3, as amended by GASB Statement No. 40.

Investments in the various funds are stated at cost, which approximates market. The Agency’s
investments are guaranteed by the federal government, bank certificates of deposit and investments in
the New Jersey Cash Management Fund. All of the Agency's investments are permitted under New
Jersey State Statutes.

All bank deposits as of the balance sheet date are entirely insured or collateralized by a collateral peol
maintained by public depositories as required by the Governmental Unit Deposit Protection Act. '

As of December 31, 2013, the Agency had funds invested and on depaosit in checking, in the amount of-

$1,746,818.79. These funds constitute "deposits with financial institutions” as defined by GASB
Statement No. 3 and amended by GASB Statement No. 40. There were no securities categorized as
investments as defined by GASB Statement No. 40.

CONTINGENT LIABILITIES

The Agency is party to various legal proceedings. These legal proceedings are not likely to have a
material adverse impact on the Agency, based upon inquiry of management and direct conflrmatlon from
the Agency Attorney.

The Agency has no accrued liability for compensated absences at December 31, 2013.

13



PENSION PLANS

Plan Description

The Agency contributes to the Public Employees’ Retirement System (PERS), a cost-sharing multiple-
employer defined benefit pension plan administered by the Division of Pensions in the Department of the
Treasury, State of New Jersey. The plan provides retirement, death, disability benefits and medical
benefits to certain qualifying plan members and beneficiaries, The Public Employees’ Retirement
System was established January 1, 1955 under the provisions of N.J.S.A. 43:15A. The Public
Employees' Retirement System issues publicly available financial reports that include financial
statements and required supplementary information. This report may be obtained by writing to the State
of New Jersey, Division of Pensions.

Funding Policy

Employee contributions are based on a statutorily defined percentage of employees’ annual
compensation. Employer's contributions are actuarially determined annually by the Division of Pensions.
The Agency’s contributions to the PERS for the year ending December 31, 2013 were funded by the
Pension Security Act Credit. All contributions were equal to the required contributions. The employees’
contributions for PERS for the year ended December 31 was as follows:

Year Ended Employees'

December 31 Contributions
2013 $ 3,268.32
2012 2,863.28
201 2,741.18

DEFINED CONTRIBUTION RETIREMENT PROGRAM

Description of System

The Defined Confribution Retirerment Program (DCRP) was established on July 1, 2007 for certain public
employees under the provisions of Chapter 92, P.L. 2007 and Chapter 103, P.L. 2007. The program
provides eligible members, with a minimum base salary of $1,500.00 or more, with a tax-sheltered,
defined contribution retirement benefit, in addition to life insurance and disability coverage. [f the eligible
elected or appointed official will earn less than $5,000.00 annually, the official may choose to waive
participation in the DCRP for that office or position. This waiver is irrevocable.

As of May 21, 2010, the municipal base salary required for eligibility in the DCRP was increased fo
$5,000.00.

The DCRP is jointly administered by the Division of Pensions and Benefits and Prudential Financial.

This retirement program is a new pension system where the value of the pension is based on the amount
of the contribution made by the employee and employer and through investment earnings. It is similar to
a Deferred Compensation Program where the employee has a portion of tax deferred salary placed into
an account that the employee manages through investment options provided by the employer.

The taw requires that three classes of employees enroll in the DCRP, detailed as follows:

. All elected officials taking office on or after July 1, 2007, except that a person who is reelected to
an elected office held prior to that date without a break in service may remain in the Public
Employees’ Retirement System (PERS).

. A Governor appointee with the advice and consent of the Legislature or who serves at the
pleasure of the Governor only during that Governor's term of office.

14



6.

10.

DEFINED CONTRIBUTION RETIREMENT PROGRAM (Continued)

Description of System {Continued)

. Employees enrolled in the PERS on or after July 1, 2007 or employees enrolled in the PFRS
after May 21, 2010 who earn salary in excess of established *maximum compensation” limits.

Employees otherwise eligible to enroll in the PERS on or after November 2, 2008 who do not
earn the minimum salary for PERS Tier 3, but who earn salary of at least $5,000.00.

Employees otherwise e'Iigible to enroll in the PERS after May 21, 2010, who do not work the
minimum number of hours per week required for PERS Tier 4 or Tier & enrollment (32 hours per
week) but who earn salary of at least $5,000.00 annually. '

Notwithstanding the foregoing requirements, other employees who hold a professional license or
certificate or meet other exceptions are permitted to remain to join or remain in PERS.

Contributions Required and Made

Contributions made by employees for DCRP are cutrently at 5.5% of their base wages. Member
contributions are matched by a 3.0% employer contribution,

During the Year 2013 there were no officials or employees enrolled in the DCRP.

DEFERRED COMPENSATION PLAN

There is currently no deferred compensation plan offered by the Agency.

CAPITAL ASSETS

The Agency did not have any capital assets at December 31, 2013.

IMPRCGVEMENT AUTHORIZATIONS

The Town of Harrison adopted Ordinance #1133 which provides funding for the acquisition of property
within the waterfront redevelopment area. There was no down payment required in accordance with
Section 37 of the Redevelopment Law. The purpeose for funding is to provide financial assistance to the
Harrison Redevelopment Agency, pursuant to N.J.S.A. 40A:12A-37, for the acquisition of real and
personal property within the Redevelopment Area by the Agency in furtherance of the Redevelopment
Plan. In addition to any real and personal property to be acquired, the Agency may also use such funds
for the planning, clearing, grading and remediating any parcel of real property so acquired within the
Redevelopment Area and for the payment of any necessary and incidental cost associated with the
acquisition of the real and personal property, legal cost, planning cost and redevelopment related costs
incurred or to be incurred by the Agency in implementing the Redevelopment Plan,

This Ordinance and related debt are shown on the Town of Harrison’s financial records however, the
Redevelopment Agency authorizes the spending against it.

RISK MANAGEMENT

The Agency is exposed to various risks of loss related to torts, theft of damage to and destruction of
assets, errors and omissions, injuries to its employees and natural disasters. The Agency maintains
commercial insurance coverage for general liability, damage and destruction of assets, errors and
omissions, injuries to employees and natural disasters.
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11.

LITIGATION

- The Agency attorney’s letter did not indicate any litigation, claims or contingent liabilities that would have

12

13.

a material impact on the Agency.

SECONDARY MARKET DISCLOSURE

Solely for purposes of complying with Rule 15c2-12 of the Securities and Exchange Commission, as
amended and interpreted from time to time (the "Rule”), and provided that the Bonds are not exempt from
the Rule and provided that the Bonds are not exempt from the requirements in accordance with
Paragraph (d) of the Rule, for so long as the Bonds remain outstanding (unless the Bonds have been
wholly defeased), the Agency shall provide for the benefit of the holders of the Bonds and the beneficial
owners thereof various financial documents relating to the financial conditions of the Municipat Securities
Rulemaking Board through the Electronic Municipal Access Data Port (the “MSRB”). The Agency has no
outstanding debt and is not subject to this disclosure. '

SUBSEQUENT EVENT

The Harrison Redevelopment Agency has evaluated subsequent events that occurred after the balance
sheet date, but before April 24, 2014. No items were determined to require disclosure.
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HARRISON REDEVELOPMENT AGENCY

COMPONENT UNIT

SCHEDULE OF CASH RECEIPTS, CASH DISBURSEMENTS

AND CHANGES IN CASH AND CASH EQUIVALENTS

UNRESTRICTED ACCOUNTS

FOR_THE FISCAL YEAR ENDED DECEMBER 31, 2013

Cash and Cash Equivalents, December 31, 2012:
Unrestricted

Cash Receipts:
Accounts Payable
Developer's Fees
Prepaid Developer's Fee
Accounts Receivable
Other Reimbursements
Red Bull Reimbursements
Developer's Reimbursement
Interest Earned

Cash Disbursements:
Accounts Payable 7
Administrative Expenses
Cost of Providing Services

Cash and Cash Equivalents, December 31, 2013:
Unrestricted

$ 10,237.50
140,080.64
54,293.00
5,323.25
580,663.05
36,522.00
280,254.82
207.61

79,080.92
95,956.55

587,340.49

Schedule 1

S 215,733.09

1,107,581.87

- 1,323,314.96

762,387.96

$ 660,927.00
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HARRISON REDEVELOPMENT AGENCY
COMPONENT UNIT
SCHEDULE QF CASH RECEIPTS, CASH DISBURSEMENTS
AND CHANGES IN CASH AND CASH EQUIVALENTS
RESTRICTED ACCOUNTS
FOR THE FISCAL YEAR ENDED DECEMBER 31, 2013

Cash and Cash Equivalents, December 31, 2012:
Restricted

Cash Receipts:

Escrow Receipts $ 50,000.00
Interest on Escrow 6.95
Grants Received 2,326,180.68

Cash Disbursed:
Grant Reserves

Cash and Cash Equivalents, December 31, 2013:
Restricted

Schedule 2

$ 1,469,037.30

2,376,187.63

3,845,224 93

2,337,058.86

$ 1,508,166.07
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Balance December 31, 2012

Increased by:
Unpaid Charges 2013:
Cash Receipts
Budget Appropriations

Decreased by;
Cash Disbursed

Balance December 31, 2013

F

HARRISON REDEVELOPMENT AGENCY
COMPONENT UNIT
ANALYSIS OF ACCOUNTS PAYABLE
OR THE FISCAL YEAR ENDED DECEMBER 31, 2013

$ 10,237.50

181,933.35

Scheduie 5

$ 79,505.92

192,170.85

.271,8676.77

79,000.92

$ 192,585.85
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REPORT ON INTERNAL CONTROL AND
GENERAL COMMENTS AND RECOMMENDATIONS

YEAR ENDED DECEMBER 31, 2013

23



SAMUEL KLEIN AND COMPANY

- CERTIFIED PUBLIC ACCOUNTANTS

550 BroAD STREET, 11TH FLOOR 36 WesT Maw STREET, SUITE 303
NEwarK, NJ.07102-9960 FrEEgpOLD, N.J. 07728-2291
PHONE (973) 624-6100 PrONE(732) 780-2600

Fax (973) 624-6101 Fax (732) 780-1030

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

Independent Auditor's Report

The Board of Commissioners
Harrison Redevelopment Agency
Harrison, New Jersey 07029

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 Harrison Redevelopment Agency
as of and for the year ended December 31, 2013, and the related notes to the financial statements, which
collectively comprise Harrison Redevelopment Agency’s basic financial statements, and have issued our
report thereon dated April 24, 2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered Harrison Redevelopment
Agency'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 opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of Harrisorn Redevelopment Agency's
internal control. Accordingly, we do not express an opinion on the effectiveness of Harrison Redevelopment
Agency’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A malerial weakness is a deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s financial
statements will not be prevented, or detected and corrected on a timely hasis. 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, during our audit we did not identify any deficiencies in
internal control that we consider to be material weaknesses. However, material weaknesses may exist that
have not been identified.

MeEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
www.samuelklein-cpa-rma.com
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether Harrison Redevelopment Agency's financial
statements are free from 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.

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 to provide an opinion on the effectiveness of the entity’s internal control or
on compliance. This report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the entity’s internal control and compliance. Accordingly, this communication is not

Dubffistpe

SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

suitable for any other purpose.

Newark, New Jersey
April 24, 2014
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SINGLE AUDIT SECTION
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SAMUEL KLEIN AND COMPANY

CERTIFIED PUBLIC ACCOUNTANTS

550 BroOAD STRERT, 11TH FLOOR 36 WEsST Matw STREERT, SUTTE 303
Newarr, N.J. Q7102-0969 FrEEROLD, N.J.07728-2201
Pmonm(973)624-6100 ProNE{(7232) 780-2600

Fax (978)624-6101 Fax (732) 780-1030

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH FEDERAL OMB CIRCULAR A-133 AND
STATE OF NEW JERSEY OMB CIRCULAR 04-04

The Board of Commissioners
Harrison Redevelopment Agency
Harrison, New Jersey 07029

Compliance

We have audited the compliance of the Harrison Redevelopment Agency (“Agency”), in the County of

Hudson, State of New Jersey with the types of compliance requirements described in the U.S. Office of.

Management and Budget (OMB)} Circular A-133 Compliance Supplement, and the New Jersey State Grant
Compliance Supplement that are applicable to each of its major state programs for the year ended December
31, 2013. The Agency’s major state programs are identified in the Summary of Auditor's Results Section of
the accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal and major state programs is the
responsibility of the Agency's management. Our responsibility is to express an opinion on the Agency's
compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States; the audit requirements as prescribed by the Division
of Finance, State of New Jersey; OMB Circular A-133 Audits of States, Local Governments, and Non-Profit
Organizations, and New Jersey OMB's Circular 04-04, “Single Audit Policy for Recipients of Federal Grants,
State Grants and State Aid". Those standards, OMB Circular A-133 and New Jersey OMB's Circular 04-04,
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with
the types of compliance requirements referred to above that could have a direct and material effect on a
major state program occurred. An audit includes examining, on a test basis, evidence about the Agency's
compliance with those requirements and performing such other procedures as we considered necessary in
the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not
provide a legal determination on the Agency's compliance with those requirements.

In our opinion, the Harrison Redevelopment Agency, in the County of Hudson, State of New Jersey complied,
in all material respects, with the requirements referred to above that are applicable to each of its major state
programs for the year ended December 31, 2013.

Internal Control Over Compliance

The management of the Agency is responsible for establishing and maintaining effective internal contral over
compliance with requirements of laws, regulations, contracts and grants applicable to federal and major state
programs. In planning and performing our audit, we considered the Agency's internal control over compliance
with requirements that could have a direct and material effect on a major state program in order to determine
our auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Agency's internal control over compliance.

MEMBERS AMERICAN INSTITUTE OF CERTIFIED PUBLIC ACCOUNTANTS
vwww,sarmuelklein-cpa-macom
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A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirements of a state program on a
timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies, that
adversely affects the entity’s ability to administer a state program such that there is more than a remote
likelihood that noncompliance with a type of compliance requirement of a federal or state program that is
more than inconsequential will not be prevented or detected by the entity’s infernal control.

A material weakness is a significant deficiency, or combination of deficiencies, that results in more than a
remote likelihood that material noncompliance with a type of compliance requirement of a state program WI||
not be prevented or detected by the entity’s mternal control.

Our consideration of the internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might be
_ significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control over
compliance that we consider to be material weaknesses, as defined above. The Agency’s responses to the
findings identified in our audit are described in the accompanying schedule of findings and questloned costs.
We did not audit the Agency’s response and, accordingly, express no opinion on it.

This report is intended solely for the information of the management and members of the Agency's Board,

federal and state awarding agencies and for filing with the Division of Local Government Services,
Department of Community Affairs, State of New Jersey and is not intended to be and should not be used by

anyone other than these specified parties.
Aﬂ . ,wﬁ%@/

SAMUEL KLEIN AND COMPANY
CERTIFIED PUBLIC ACCOUNTANTS

,ﬂ7//’//// ﬁd(m
OSEPH J. FAGCONE, RMA, PA

Newark, New Jersey
April 24, 2014
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HARRISON REDEVELOPMENT AGENCY
NOTES TO THE SCHEDULE OF EXPENDITURES
OF STATE FINANCIAL ASSISTANCE
YEAR ENDED DECEMBER 31, 2013

GENERAL

The accompanying schedule of expenditures of state financial assistance includes state award activity of
the Harrison Redevelopment Agency (“Agency”). The Agency is defined in Note 1(A) to the Agency’s
basic financial statements. All state awards received directly from state agencies, as well as state
financial assistance passed-through other government agencies are mcluded on the schedule of
expenditures of state financial assistance.

BASIS OF ACCOUNTING .

. The accompanying schedule of expenditures and state financial assistance are presented on the accrual
basis of accounting. These bases of accounting are described in Note 1 to the Agency’s basic financial
statements. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audit of States, Local Governments, and Non-Profit Organizations. Therefore, some
amounts presented in this schedule may differ from amounts presented in, or used in the preparation of
the basic financial statements.

RELATIONSHIP TO BASIC FINANCIAL STATEMENTS

Amounts reported in the accompanying schedules agree with the amounts reported in the Agency's basic
financial statements.

RELATIONSHIP TO STATE FINANCIAL REPORTS

Amounts reported in the accompanying schedule agree with the amounts reported in the related state
financial reports.

STATE LOANS OUTSTANDING

The Agency had no loans outstanding payable to federal or state entities at December 31, 2013.
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HARRISON REDEVELOPMENT AGENCY
COUNTY OF HUDSON, NEW JERSEY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2013

MAJOR STATE AWARD PROGRAMS

Section | - Summary of Auditors’ Results

Financial Statements

Type of auditor's report issued: : Unmodified Dated April 24, 2014
Internal control over financial reporting:
Material Weakness(es) identified? ' Yes X No

Reportable condition(s) identified that are not
considered to be material weaknesses? ‘ : Yes X No

Noncompliance material to general purpose
financial statements noted? Yes X No

State Financial Assistance

Internal control over major state programs:;
Material weakness(es) identified? Yes X _ No

Reportable condition(s) identified that are not
considered to be material weaknesses? Yes X No

Type of auditor's report issued on compliance
for major programs: Unmodified Dated April 24, 2014

Any audit findings disclosed that are required to

be reported in accordance with OMB Circular

04-047 Yes X _ No
identification of major state programs:

State Grant Number(s) Name of State Program or Cluster

N/A New Jersey Economic Development Aufhorlty

Dollar threshold used to distinguish
between Type A and Type B

Programs: $ 300.000.00

Auditee qualified as low-risk auditee? X_ Yes No



HARRISON REDEVELOPMENT AGENCY
COUNTY OF HUDSON, NEW JERSEY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
YEAR ENDED DECEMBER 31, 2013

MAJOR STATE AWARD PROGRAMS
' {Continued)

Section Il - Financial Statement Findings:

NONE

Section lll - State Financial Assistance Fihdings and Questioned Costs:

NONE
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HARRISON REDEVELOPMENT AGENCY
COUNTY OF HUDSON, NEW JERSEY
SUMMARY SCHEDULE OF PRIOR YEAR'S AUDIT FINDINGS
YEAR ENDED DECEMBER 31, 2013

MAJOR STATE AWARD PROGRAMS

There were no findings for the year ended December 31 2012,
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GENERAL COMMENTS AND RECOMMENDATIONS
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- GENERAL COMMENTS

Corrective Action Plan

In accordance with regulations promulgated by the Single Audit Act and the Division of Local Geovernment
Services, all authorities are required to prepare and submit to the Division of Local Government Services
within 60 days from the date the audit is received, a Correcfive Action Plan with regard to audit deficiencies.

Such a plan was submitted in regard to the 2012 Report of Audit.
Miscellaneous

The propriety of deductions from employee salaries for pension, Social Security, withholding tax and other
purposes from employee payrolls were not verified as part of this audit. Remittances of deductions and
withholdings to authorized agencies, however, were ascertained.

Revenue and receipts were established and verified as to source and amount only insofar as the local records
permitted. '

In verifying expenditures, computations were made on a test basis for claims approved and paid. No attempt
was made in this connection to establish proof of rendition, character or extent of services, nor quantities,
nature, or receipt of materials, these elements being left necessarily te internal review in connection with
approval of claims.

A summary or synopsis of this report was prepared for publication and filed with the Executive Director.
Other

The Agency bills the redevelopers for allowable legal, engineering and other allowabie expenditures. There
are no formal accounting procedures set in place to frack non-reimbursements from the redevelopers.

It is recommended that formal procedures be implemented to track billings, receipts and unpaid invoices as it
relates to allowable reimbursements from the redevelopers.

The Agency paid the sum of $2,327,813.18 to JM Sorge Inc. for remedial invesiigation and action. The
disbursements were charged to Grant P29784, the former Hartz Mountain Facility and reimbursements were
made by the New Jersey Economic Development Agency. Although the Agency was a pass-through entity, a
resolution for this work was not approved until 2014.

There was one vendor who received payment in excess of the total amount authorized by the Agency. During
2014 the Agency amended the contract for the excess.
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RECOMMENDATION

That formal procedures be implemented to track billings, receipts and unpaid invoices as it relates to
allowable reimbursements from the redevelopers.
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