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Parking Authority of the City of Newark

Essex County, New Jersey

Management’s Discussion and Analysis (Unaudited)
December 31, 2021 and 2020

As management of the Parking Authorlty of the City of Newark (the “Authority”), we offer readers of the Authority’s
financial statements this narrative overview and analysis of the Authority's financial activities for the years ended
December 31, 2021 and 2020. Please read this analysis in conjunction with the Authority’s financial statements
which foliow this section.

Overview of the Financial Statements

These financial statements present the Authority's financial activities and position in three parts. They include the
Management's Discussion and Analysis (this section), the Basic Financial Sfatements and Supplementary
Information. The financial statements of the Authority report information of the Authority using accounting methods

similar to those lised by private sector companies. These financial statemeants offer short and long-term financial
information about lts activities.

Basic Financial Statements

The statement of net deficit Includes all of the Authority's assets and liabifities and provides information about the
nature and amounts of investments in resources (assets) and the obligations to authority creditors (liabilities). It
also provides the basis for evaluating the capital structure of the Authority and assessing the liquidity and financial
flexihility of the Authority.

All of the current year's revenues and expenses are accounted for in the sfafement of revenues, expenses, and
changes in net deficit. This statement measures the results of the Authority's operations over the past year and can
be used to determine whether the Authority has recovered all its costs through its revenue sources and other
charges, operational stabiiity and credit worthiness.

The final required financial statement is the statement of cash flows, This statement reports cash receipts, cash
payments, and net changes in cash and cash equivalents resulting from operations, investing activities and capital
and related financing activities.

The notes to financial statements provide additional information that is essential to a full understanding of the data
provided in the financial statements, such as the Authority’s accounting methods and policies.

Financial Analysis of the Authority

The statement of net deficit and the statement of revenues, expenses, and changes in net deficit report information
about the Authority’s activities in a way that will help answer this question, These two statements report net deficit
of the Authority and the changes in those deficits. Over time, increases or decreases in the Authority's net deficit
are one indicator of whether its financial health improving or deteriorating, However, one will need to consider other
nonfinancial factors such as changes in conditions, population growth, development, contractual requirements and
new or changed government regulations.
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parking Authority of the City of Newark

Essex County, New Jersey

Management’s Discussion and Analysis (Unaudited)
December 31, 2021 and 2020

A summary of the Authority's statements of net posifion {deficit) are as follows:

CONDENSED STATEMENTS OF NET pOSITION (DEFICIT)

o 2021 2020 . 2019
Assets and Deferred Outflows of Resources

Unrestricted cutrent assels $ 1,973,801 ¢ 2,075,856 $ 3,539,648
Restricted current assets 28,268 4,395,802 19,396,521
Capital assets, net 41,961,619 41,210,821 21,846,070
Deferted outflows of resources

Pension related 341,222 708,223 1,323,841

Fair value of hedging derivatives 3,857,952 5,734,327 3,067,648

Tolal assets and deferred outflows of resources $ 47,962,862 $ 51,215,029 & 49,173,726

Liabiiities and Deferred Inflows of Resources

current liabilities $ 3,654,363 $ 3,054,294 $ 1,050,888
L ong-term liabilities 44,883,875 48 138,806 45,474,313
Deferred inflows of resources
Pensioh related 2,21 1 ,277 2,090,976 1 ,886,349
Total liabilities and deferred inflows of rasocurces __2&_7_‘@5)15 M M
Net Position (Deficit)
Net investment in capital assets 2,250,514 2,960,369 3,576,964
Restricted 33,182 4,400,716 19,401,435
Unrestricted (5,070,348) §6,430,132) (22,21 6,223}
Total net position (deficit) 2,786,662 2,069,047 762,176
Total liabilities, deferred inflows of resources
and net position (deficit) s 47,962,862 $_ 51 245029 §_ 491 73,728
Current Assets

Unrestricted cash was $1,521,808 at December 31, 2021 representing a net decrease of $293,872 as compared
to the December 31, 2020 balance. The decrease in cash is related to an increase in accounts receivable from
the City of Newark. Restricted cash had palance of $28,268 as of December 31, 2021, representing a decrease of
$1,367,534 as compared 0 December 31, 2020 This decrease is attriputed mainly to the transfer of funds to
unrestricted cash in order 10 finance the Green Street Project Facility.

Accounts receivable as of December 31, 2021 increased by $143,461 compared {0 December 31, 2020 The
changes are predominately due to the increase in the amount do from the City of Newark. Prepaid expenses as of
December 31, 2021 increased $48,356 compared to December 31, 2020. This increase is primarily due to the

Authority prepaying a large portion of its insurance premiums in 2021.
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Parking Authority of the City of Newark

Essex County, New Jersey

Management’s Discussion and Anaiysis (Unaudited)
December 31, 2021 and 2020

Non-current Assets

Non-current assets increased in 2021 by $750,798 compared to 2020, which was due to an increase in
depreciable capital assets, mainly from a completion of the Green Street Mixed-Use Parking Facility project, less
depreciation expense of $832,428.

Capital Assets

Capital assets al December 31, 2021 and 2020 are as follows:

2021 2020 2019
Non-depreciable capital assels '
Land $ 2,100,000 $ 2,100,000 $ 2,100,000
Construction in progress S 38286388 i 8,813,968
Total non-depreciable capital assets 2,100,000 40,386,393 20,813,568
Depreciable capital assets
Parking facilities 39,822,373 - -
Furniture and fixtures 97,424 72,670 72,670
improvements 39,382 39,382 39,382
Meters 2,191,116 2,191,116 2,191,116
Computers 08,190 75,686 75,696
Vehicles 414,997 414,997 332,168
Tota! depreciable capital assets 42,663,482 2,793,861 2,711,032
Less: Accumulated depreciation and amortization 2,801,863 4,869,433 1,778,830
Total depreciable capital assels, net 39,861,819 824,428 932,102
Capital assets, het $ 41961619 % 41,210,821 $ 21,846,070

Deferred Outflows of Resources

A deferred outflow of resources is'defined as “a consumption of net position by the government that is applicable
to a future reporting period”. Deferred outflows of resources related to pension decreased in 2021 by $457,001
compared to 2020. The decrease resulted from an overall decrease in pension fiability from the State actuarial
calculation. Deferred outflows of rescurces related to hedging derivatives decreased in 2024 by $2,076,375
compared to 2020 resulting from changes in fair vaiue of hedging derivatives.

Current Liabilties

Current liabilities will be paid in the next twelve (12) months after the balance sheet date. Current llabilities
increased by $600,088. The increase is primarily due to 2021 significant increase in payables related to the
payments for the Green Street Project Facility.
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Parking Authority of the City of Newark

Essex County, New Jersey

Management’s Discussion and Analysis (Unaudited)
December 31, 2021 and 2020

Non-current iabilities

Non-current liabilities will be paid beyond the next twelve (12) months after the balance sheet date. Non-current
liabilities decreased by $3,264,931. The decrease is primarily due to the decrease in accrued interest, in the fair
value of the Authority's interest rate swap liabilily and a decrease in the Authority's proportionate share of the
PERS net pension Hability.

Beferred inflows of Resources

A deferred inflow of resources is defined as "an acquisition of net position by the government that is applicable to
a future reporting period”, Deferred inflows 0f resources related to pension increased in 2021 by $120,301
compared to 2020. The increase resuited from the State aciuarial calculation of deferred inflows of resources
related to the Authority's proportionate share of the PERS net pension liability.

A summary of the Authority;s statements of revenues, expenses and changes in net deficit are as follows.
CONDENSED STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET POSITION (DEFICIT)

Operating Revenues

The Authority's operating revenues increased by $2.006,016. The increase was primarily from 2 significant
increase in ticket sharing revenue, meter collections revenue and revenue from Green Street Project Facility
completed in 2021.

2021 _p020 2009
Operating revenues $ 5262217 % 3,267,435 9§ 5,063,598
Non-operating revenues 503,026 63,820 449667
Tolal revenues ‘ 5,765,243 3,331,265 5,413,265
Operating expenses 4,047,507 4,474 291 5,625,783
Depreciation expense 832,429 190,503 163,231
Non-operating expenses 1,602,912 1,497 684 1,618,636
Total expenses 6,482,848. 6,162,478 7,437,650
Changes in net position {deficit) (717,605} (2,831,223) {1,024,385)
Net position (deficit), beginning of year (2,069,047) 762,176 1,786,561
Net position (deficit), end of year $  (2,786,652) $  (2,069,047) $ 762,176

Operating Expenses

Total operating expenses decreased by $415,552 hased on numbers above. This decrease was mainly from
decrease in NJPAC net profits received (see Note 6) and a decrease in lease payments to the City of Newark
(see note 10).
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Parking Authority of the City of Newark

Essex County, New Jersey

Management's Discussion and Analysis (Unaudited)
December 31, 2021 and 2020

Non-operating Revenues and Expenses

Total non-operating revenue and expenses increased by $333,977. The increase was primarily from the American
Rescue Plan grant the Authority received in 2021,

Net Position {Deficit)

Total assets and deferred outflows or resources of the Autherity for the year ended December 31, 2021, were
approximately $47.9 million, while total liabilities and deferred inflows of resources were approximately $50.7
million, resulting in liabilities and deferred inflows of resources exceeding liabilities and assets and deferred
outflows of resources by approximately $2,786,652.

Budgetary Highlights

The Authority prepares and submits an annual operating budget to the State of New Jersey, which approves the
budgets for adoption by the Authority prior to the beginning of the fiscal year. The Authority, upon approval of the
inter-local agreement with the City of Newark, amended its budget with the Division of Local Government
Services. The following table provides a 2021 combined budget to actual comparisomn:

2021 BUDGET VS, ACTUAL

Variance
Favorable
Budaet Actual {Unfavorable)
Revenues
Operating revenues $ 7,911,873 $ 5282217 $ (2,649,656)
Nonoperating revenues 8,600 503,026 484,026
Total reventes 7|920=873 5|7651243 (211 551630_)
Operaiing appropriations
Personnel and other 2,192,330 2,384,540 (192,210)
Fringe benefits 1,214,146 1,104,611 109,535
Administration and general 1,403,084 1,222 424 180,660
Total operating appropriations 4,809,560 4.711,575 97,985
Non-operating appropriations
Bond pringipal payment 759,462 40,579 718,883
Bond Interest payment 1,366,607 1,602,912 (236,395)
Total non-operating appropriations 2,126,069 1,643,491 482 K78
Total operating and non-operating
appropr]ations 6,035,628 6,355,066 580,663
Excess (deficit) - budgetary basis $ 985244 $  (589,823) § (1,575,067)
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parking Authority of the City of Newark

Essex County, New Jersey

Management’s Discussion and Analysis (Unaudited)
December 31, 2021 and 2020

Debt Administration

Upon execution of the inter-local agreement and transfer of certain parking assets {parking meters) on August 6,
2008 (see Note 1) the Authority is fiable to make payments to the City of Newark for the Rond Anticipation Nofes
in the amount of $1 425,000. The notes bear interest at 5%. See Note 7 for additional information.

On December 21, 2018, the Authority issued Parking Revenue Bonds, Series 2018 in the amount of 437,386,600
to finance the construction of the Green Street Mixed-Use Parking Facility. Principal on the bonds is payable the
first day of each month that is commencing on January 1, 2022. The bonds mature on June 20, 2050. See Note 7
for more information.

Economic Factors, Future Years Budgets and Rates

The Commissioners and management of the Authority consider many factors when preparing each year's budget.
Some of the factors that were considered are: traffic patterns, increase in vehicle traffic due to development of
various areas in Newark, the improved efficiency of the Authority's equipment and personnel in issuing sUMMmans.

in connection with the normal conduct of the Authority’s business, it could from time to time be involved in various
claims and litigation which may result in positive or negative effects on the financial‘statements.

Contacting the Authority

These financial statements are designed to provide our customers and creditors with @ general overview of the
Authority’s finances and to demonstrate the Authority’s accountability for the fees it receives. If you have any
guestions about this repott or need additional information, contact the Parking Authority of the City of Newark,
located at 47-63 Green Street, Newark, New Jersey 07102,
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DVESURY . DIT
INDEPENDENT AUDITOR’S REPORT

The Honorable Members of the Board of Commissioners of
Parking Authority of the City of Newark
Essex County, New Jersey:

Report on the Audit of the Financial Statements

‘Opr'm'on

We have audited the accompanying financial statements of Parking Authority of the Gity of Newark (the "Authority”),
a proprietary fund, which comprise the statements of net position (deficit) as of December 31, 2021 and 2020, and
the related statements of revenues, expenses and changes in net position {deficif) and cash flows for the years

then ended, and the related notes to financial statements, which collectively comprise the Authority's basic financial
statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of Parking Authority of the City of Newark as of December 31, 2021 and 2020, and the changes in its net position
{deficit) and its cash flows for the years then ended in sccordance with accounting principles generally accepted in
the United States of America.

Basis for Opinion

We conducted our audits in accordance with auditing standards generally accepted in the United States of America
(“GAAS") and the standards applicable to financial audits contained in Government Auditing Standards, issued by
the Comptroller General of the United States. Our responsibilities under those standards are further described in
the Auditor's Responsibilities for the Audit of the Financial Statements section of our report. We are required to he
independent of the Authority and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We belleve that the audit evidence we have obtained is sufficient and approptiate
to provide a basis for our audit opinions.

Responsibilities of Management for the Financial Statements

The Authority’s 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, and for 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.

in preparing the financial statements, management is required to evaluaie whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Authotity’s ability to continue as a going concern

for twelve months beyond the financial stalement date, including any currently known information that may raise
substantial doubt shortly thereatter.

WithumSmith+Brown, P 331 Newman Springs Read, Suile 125, Red Bank, New Jersey 077016765 T (7321 842 3113 F(732) 741 7292 withum.com
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Auditor's Responsibilities for the Audit of the Financial Statements

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

fn performing an audit in accordance with GAAS, we:
s Exercise professional judgment and maintain professional skepticism throughout the audit,

e \dentify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive 1o those risks. Stich procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

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

e Evaluate the appropriateness of accounting policies used and the reasonhableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements,

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, thal raise
substantial doubt about the Authority's ability fo continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned

scope and timing of the audit, sighificant audit findings, and certain internal control-related matters that we identified
during the audit.

Required Supplementary [nformation

Accounting principles generally accepted in the United States of America require that the management’s discussion
and analysis, schedule of the Authority’s proportionate share of the net pension liabiiity - PERS, schedule of
Authority's contributions - PERS, schedule of the Authority’s proportionate share of the net OPEB liability - SHBP,
and schedule of Authority's contributions - SHBP, as presented in the table of contents, be presented to
supplement the basic financial statements, Such information, although not a part of the basic financial statements,
is required by the Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the pasic financial statements in an appropriate operational, economic, or historical context.
We have applied certain limited procedures tc the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inguiries 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 stalements. We do not express an opinion or provide any assurance on the information because the
limited procedures do hot provide us with sufficient evidence to express an opinion or provide any assurance.




Supplementary Information

Our audits were conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Authority's basic financial statements. The accompanying schedule of operating revenue and costs
funded by operating revenue compared to budget s presented for purposes of additional analysis and is not a
required part of the basic financial statements.

The schedule of operating revenue and costs funded by operating revenue compared to budget is the responsibility
of management and was derived from and relates directly to the underiying accounting and other records used o
prepare the basic financial statements. Such information has been subjected to the auditing procedures applied in
the audit of the basic financial statements and certain additional procedures, including comparing and reconciling
such information directly to the underlying accounting and other records used to prepare the basic financial
statements or 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 schedule of operating
revenue and costs funded by operating revenue compared to budget is fairly stated, in all matetial respects, in
relation to the financial statements as whole.

Other Information Included in the Annual Report

Management is responsible for the other information included in the annual report. The other information comprises
the roster of officials but does not include the financial statements and our auditor's report thereon. Our opinions on
the financial statements do not cover the other information, and we do not express an opinion or any form of
assurance thereon. In connection with our audit of the financiai statements, our responsibility is to read the other
information and consider whether a material inconsistency exists between the other information and the financial
statements, or the other information otherwise appears to be materially misstated. If, hased on the wark performed,
we conclude that an uncorrected material missiatement of the other information exists, we are required to describe
it in our report.

Other Reporting Required by Government Auditing Standards

In accordance with Government Audifing Standards, we have also issued our report dated June 27, 2023, oh our
consideration of the Authority'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 solely to describe the scope of our testing of internal control over financial reporting and compliance and
the results of that testing, and not to provide an opinion on the effectiveness of internal control over financial
reporting of on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards In considering the Authority's internal control over financial reporting and compliance.

/(/ZMMW%%W, /OL
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Parking Authdrity of the City of Newark

Essex County, New Jersey

Statements of Net Position (Deficit)

December 31, 2021 and 2020

Assets and Deferred Outflows of Resources

Current assels
Cash and ¢ash equivalents
Restricted cash
Investmenis in cerificate of deposit
Accounts receivable

Prepaid expenses
Total current assets

Capital assets, nat
Total assets

Deferred outflows of resources
Pension related

Fair value of hedging derivatives
Total deferred oufflows of resources

Total assets and deferred oulflows of resources

Liabilities, Daferred Inflows of Resources and Net Deficlt

Current liabilities
Accounts payable
Accrued expenses
Accrued interest, current
Current portion of long-term debt
Total current liabitities

Non-cugrent liabilities
Accrued Interest, net of current portion
Long-term debt, net of current portion
Net pension Hability
Derlvative instrument - interest rate swap
Totai non-current liabilitlies

Total liabilities

Deferred inflows of rosources
Pension related

Net position (deficit)
Net investment in capital assets
Restricted for:
Parking asset acquisition and upgrade
Construction
Unrestricled
Total net deficit

Tota} liabilities, deferred inflows of resources and net deficit

The Notes to Financial Statements are an integral part of these statements.

2024 2020
$ 1521808 § 1815680
28,268 1,395,802
40,548 40,548
329,290 185,829
82,155 33,799
2,002,069 3,471,658
41,961,619 44,210,821
43,863,668 44,682,479
341,222 798,223
3,667,952 5.734,327
3,099,174 6,532,550

$ 47,962,862

$ 51,215,029

$ 1,763,286 § 2,618,010
241,575 122,129
653,642 131,076
995,860 183,079
3,654,363 3,054,204
384,822 768,649

37,890,876 37,444,236
2,850,224 4,491,594
3,857,052 5,734,327
44,883,874 48,138,806
48,538,237 51,193,100
2,241,277 2,090,976
2,250,514 2,960,369
4,914 4914
28,268 1,395,802
{5,070,348) (6,430,132)
(2,786,652) (2,069,047)
§ 47,062,862 § 51,215,029




Parking Authority of the City of Newark
Essex County, New Jersey

Statements of Revenues, Expenses, and Changes in Net Position (Deficit)

Years Ended December 31, 2021 and 2020

2021 2020
QOperafing revenues
Meter collections $ 2,243,287 1,985,489
Ticket sharing ' 2,137,477 1,102,727
Green Street Garage
City of Newark lease 604,057 -
Parking 212,276 -
MPG lease 57,532 102,468
Food truck permit program 5,400 3,600
Event parking 2,188 58,125
Miscellahecus ingome - 15,026
Toial operating revenues 5,282,217 3,267 435
Cperating expenses
Salarles 2,384,540 2,085,739
Fringe benefits and payroll taxes 1,104,611 4,055,898
Pension (benefit) expense, net {372,461) 281,167
Professional fees 133,659 58,761
Lease payment - City of Newark 4,008 73,897
Rent 38,718 241,100
Adminlstrative and general expenses 764,432 707,729
Depreciation and amortization 832429 190,503
Total operating expenses 4,879,936 4,664,794
Operating income (loss) 382,281 (1,397,359)
Non-operating revenues {expenses)
Investment Income 418 57,145
Interest income 2,608 6,675
Grant income 500,000 -
interest expense (1,602,912) (1,497,684)
Total non-operating revehues (expenses) (1,099,886) (1,433,864)
Changes in net position {deficit) (717,605) (2,831,223)
Net position (deficit)
Beginning of year (2,089.047) 782,176
End of year $ (2,786,652) $ {2,069,047)

The Notes to Financial Statements are an integral part of these statements.
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Parking Authority of the City of Newark
Essex County, New Jersey

Statements of Cash Flows

Years Ended December 31, 2021 and 2020

Operating activities
Cash received from ficket sharing
Cash received from meter collections
Cash received from event parking
Cash received from lease and other
Payments to employees
Payments for employee benefits and payrel! taxes

Payments to suppliers
Net cash provided by (used in) operating activities

Noﬁcapital financing activities
Grant income received

Capital and related financing activities
Purchases of capital assets
Proceeds from sale of bonds
Principal paid on deht
Interest paid on debt
Net cash used in capital and related financing actlvities

Investing activities
Interest and investment income received

Net change in cash and cash equivalents

Cash and cash equivalents
Beginning of year

End of year

Cash and cash equivalents - statements of net position (deficit)
Cash and cash equivalents
Restricted cash
Total cash and cash equivalents -
statements of net position (deficit)

“I'he Notes {o Financial Statements are an integral part of these statements.

6

2021 2020
2,051,945 1,325,017
2,178,457 2,048,783
2,188 58,125
886,166 188,322
(2,310,871) (2,079,501)
(1,339,974) (1,328,900)
(675,456) (980,849)
792,455 (771,003)
500,000 .
(2,752,135) (17,536,345)
1,300,000 -
(40,579) (38,311)
(1,464,173) (778,046)
(2,056,887) (18,352,702)
3,026 63,820
(1,661,408) (19,059,885)
3,211,482 22,271,367
1,550,076 3,211,482
1,521,808 1,815,680
28,268 1,395,802
1,550,076 3,211,482




Parking Authority of the City of Newark
Essex County, New Jersey

Statements of Cash Flows

Years Ended December 31, 2021 and 2020

Operating activities
Operating income (loss)
Adjusiments to reconcile operating income (loss)
to net cash used in operating activities:
Depreciation expense
Change in
Accounts receivable
Prepaid expenses
Accounts payable
Accrued expenses
Unearned revenue
Intergovernmental accounts payable
Net pension liability
Deferred outflows of resources related to pension
Deferred inflows of resources related to pension

Net cash provided by (used in) operating activities

Noncash Capital and Related Financing Activities
increase in fair value of hedging derivatives

The Notes to Financial Statements are an integral part of these statements.

-

2021 2020
$ 382281 § (1,397,359
832,429 190,503
(143,461) 365,841
(48,357) 38,785
314,185 184,916
119,446 2,445
- (15,029)
- (141,093)
(1,241,370) (730,257)
457,001 525,618
120,301 204,627
$ 792455 $ _ (771,003)
$ 2078374 $ 2,666,681




Parking Authority of the City of Newark
Essex County, New Jersey

Notes fo Financial Statements
December 31, 2021 and 2020

1.

GENERAL

Authorizing Legislation

The Parking Authority of the City of Newark, hereinafter called the "Authorily,” was created and established
by virtue of an ordinance duly adopted by the Gity Council of the City of Newark entitled "An Ordinance
Creating the Parking Authority of the City of Newark, Adopted by the Municipal Council August 3, 1955,"
adopted on April 4, 1956, creating the Parking Authority of the City of Newark (collectively, the "Creation
Ordinance”), pursuant to the Parking Authority Law {N.J.8.A. 40p:11a-1 et seq.) of the State of New Jersey,
as amended and supplemented (the “Act"). The Authority is a public body corporate and politic of the State
of New Jersey and an agency of the City with ali the powers, privileges and authority conferred by the Act. It
conslsts of five members appointed by the Mayor of Newark with the advice and consent of the City
Council, The Authority has no stockholders or equity holders. Accounts of the Authority are maintained in
conformity with accounting principles generally accepted in the United States of America ("U.S. GAAP").

It is the purpose and policy of the Authority, among other things, to provide such services and facilities as
permitted under the Act and by contract with the City of Newark including (i) enforcing applicable statutes,
ordinances, and regulations governing parking in the City of Newark, including ticketing and the provision,
either directly or indirectly, of towing services and storage and impound facilities; (ii) operating the parking
meter operation of the City, including maintenance, service, and enforcement relating thereto; and (iil)
management of the Parking Enforcement Officers in the performance of their duties.

On August 6, 2008, the City of Newark, upon approval of resolution 7R1-BE “Inter-local Agreement”,
authorized the delivery of certain parking assets (parking meters) to the Parking Authority of the City of
Newark, and obligating the Authority to make certain periodic payments fo the City in respect of debt
service on City obligations to finance such parking assets. The Authority took control of the parking assets
and meter collections on September 8, 2008. The Inter-local Agreement also gave the Newark Parking
Authority the pawer to issue meter violation tickets, motor vehicle towing services, operate storage facilities,
and issue residential parking permits.

Upon execution of the above agreement, the Authority received parking assets (parking meters) worth
$0957,739 and cash in the amount of $542 261. The cash proceeds are restricted by the City of Newark for
the future purchase of parking assets only. As of December 31, 2021 and 2020 the unspent restricted funds
amounted to $4,914. The Authority was held liable for Bond Anticipation Notes in the amount of $1,425,000,
which is explained in detail in Note 7.

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Basis of Financial Statements

The Authority presents its financial statements in accordance with U.S. GAAP, as established by the
Governmental Accounting Standards Board (“GASB"). For financial reporting purposes, the Authority is
considered a special-purpose government engaged in business-type activities. The financial statements are
prepared using the economic resources measurement focus and the accrual basis of accounting. Under the
accrual basis, revenues are recoghized when earned, and expenses are recorded when ihcurred. All
significant intra-Agency fransactions have been aliminated.

" The Authority adopted the provisions of GASB Statement No. 34, Basic Financial Statements - and

Management Discussion and Analysis - for State and Local Governments, Statement No. 34 established
standards for external financial reporting for all state and local governmental entities, which includes a
statement of net deficit, a statement of revenues, expenses, and changes in net deficit, and a statement of
cash flows. It requires the classification of net deficit into three components, invested in capital assets, net
of related debt, restricted and unrestricted.
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The classifications of net deficit are defined as follows:

e Invested in capital assets, net of related debt - 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, mortgages, notes or other borrowings that are aftributable to the
acquisition, construction, or improvement of those assets. If there are any significant unspent related
debt proceeds at year-end, the portion of the debt attributable to the unspent proceeds are not
included in the calculation of invested in capital assets, net of related debt. Rather that portion of the
debt is included in the same net position component as the unspent proceeds.

« Restricted - this component of net position consists of constraints placed on net position use through
external constraints imposed by creditors (stich as debt covenants), grantors, contributors, or faws or
regulations of other governments or constraints imposed by law through constitutiona provisions or
enabling legislation.

o Unrestricted - this component of net position consists of net position that does not meet the definition
of “restricted” or “invested in capital assets, net of related debt.”

The Authority's policy is to first apply restricted resources when an expense is incurred for purposes in
which both restricted and unrestricted funds are available.

The Authority's financial statements include all the accounts of all the Authority’s operations. The primary
criterion for inciuding activities within a reporting entity, as set forth in Section 2100 of the GASB
Codification of Governmental Account and Financial Reporting Standards, is whether:

» The organization is legally separate {can sue or be sued in their own name);

» The primary government holds the corporate powers of the organization;

« The primary government appoints a voling majority of the organization’s board;

« The primary government is able to impose its will on the organization,

» The organization has the potential to impose a financial benefit/burden on the primary Qovemment;

e Thereis a fiscal dependency by the organization on the primary government.

Based on the above criterion, the Authority is a component unit of the Gity of Newark. The Authority does
issue separate financial statements from the City of Newark.

Based on the aforementioned criterion, the Authority has no component units.

Non-Exchange Transactions

The Authority also adopted the provisions of Governmental Accounting Standards Board Statement No. 33,
Accounting and Financial Reporting for Non-Exchange Transactions. This statement required that capital
contributions to the Authority be presented as a change in net position.

Use of Estimates :

Preparation of financial statements in conformity with U.S GAAP requires management to make estimates
and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent
liabilities at the date of the financial statements and the reported amounts of revenues and expenses during
the reporting period. Estimates are used for, but not limited to, depreciation and contingencigs. Actual
results could differ from those estimates. Significant estimates include the useful lives of capital assets and
depreciation expense, the net pension liability and related deferred outflows and inflows of resources, and
derivative swap liability.
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Operating Revenues and Revenue and Cost Recognition

Enterprise fund operating revenues, such as charges for services, result from exchange transactions
associated with the principat activity of the fund. Exchange transactions are those in which each party
receives and gives up essentially equal values. Non-operating revenues, such as subsidies and investment
earnings, result from non-exchange transactions or ancillaty activities. The Authority recognizes meter
revenues as ihey are coliected and recognizes all other revenues in accordance with customer agreements.
The costs of such services are accrued as incutred.

Compensated Absences

The Authority follows the guidance under provision of GASB Statement Number 16, Accounting for
Accumulated Absences. Vacation pay may be taken as time off or paid upon retirement at an agreed upon
rate. Vacation leave may be carried to the next succeeding calendar year only. Sick pay may only be taken
as time off or paid upon retirement with no more than twenty-four accumulated sick days at rate determined
by the Board or designee. Accumulated compensated absences amounted to $170,594 and $96,922 as of
December 31, 2021 and 2020, respectively. Such amount is reflected on the statements of net deficit in
accrued expenses.

Accounts Receivable

Accounts receivable is primarily comprised of amounts due from the City of Newark of the Authority’s
portion of ticket sharing revenue. The Authority believes that an allowance for doubtfu! accounts is not
necessarily due to its past history of collecting all accounts from the City of Newark.

Impairment of Capital Assets

In accordance with the provisions of the pronouncement related o accounting and financial reporting for
impairment of capital assets, the Authority assesses capital assets for impairment whenever events or
changes in circumstances indicate that the service utility of the capital asset have both significantly and
unexpectedly declined. For the years ended December 31, 2021 and 2020, management has defermined
that there was no impairment of capital assefs. '

Deferred Outflows/inflows of Resources

GASB Statement Number 63, Financial Reporting of Deferred Outflows of Resources, Deferred Inflows of
Resources, and Net Position, establishes standards for reporting deferred outflows of resources, deferred
inflows of resources, and net position. Deferred outflows of resources represent a consumption of net
position that applies to a future period(s) and so will not be recognized as an outflow of resources
(expenselexpenditure) until then. Deferred inflow of resources represents an acquisition of net position that
applies to a future period(s) and so wiil not be recognized as an inflow of resources {revenue) until then.
The deferred outflows of resources related to hedging derivative instruments represent the cumulative
change in its fair value.

The Authority's other deferred outflows and deferred inflows are a result of its participation in the pension
plan {Note 8).

Pension

For purposes of measuring the net pension liability, deferred outflows of resources, deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the New
Jersey Public Employees’ Retirement System (‘PERS") and additions to/deductions from PERS' fiduciary
net position have been determined on the same basis as they are reported by PERS. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.
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Derivative Instruments - Interest Rate Swap

The Authority entered into an interest rate swap agreement with a counterparty to hedge the interest rate
exposure associated with variable-rate debt and to reduce the overall borrowing costs. The swap is
structured whereby the Authority pays a fixed interest rate to counterparty in exchange for the same
counterparty paying to the Authority a variable interest rate, which is established based upon a common
market index.

The swap is reported at fair vatue and classified as a hedging derivative. The hedging derivative includes a
swap with critical terms that has not changed since its inception. The fair value of the hedging derivative is
reported as a deferred outflow of resources in the statements of net position (deficit), which equals the
value of the corresponding swap liability.

Recent Adopted Accounting Pronouncements ‘

Accounting for Interest Cost Incurred Before the End of a Construction Period

The Authority adopted GASB Statement No.89, Accounting for Interest Cost incurred before the End of a
Construction Period. The objectives of this statement are to enhance the relevance and comparability of
information about capital assets and the cost of borrowing for a reporting period and fo simplify accounting
for interest cost incurred before the end of a construction period.

This statement establishes accounting requirements for interest cost incurred before the end of a
construction period. Such interest cost includes all interest that previously was accounted for in accordance
with the requirements of paragraphs 5-22 of Statement No. 82, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASE and AICPA Pronouncements, which are
superseded by this statement. This statement requires that interest cost incurred hefore the end of &
construction period be recoghized as an expense in the period in which the cost is incurred for financial
statements prepared using the economic resources measurement focus. As a result, interest costs incurred
before the end of a construction period will not be included in the historical cost of a capital asset reported
in a business-type activity or enterprise fund.

The Authority adopted the economic resources measurement focus therefore interest cost has been

expensed in the period the costs were incurred. In June 2021, the construction of Green Street Project was
completed.

Recent Accounting Pronouncements Not Yet Effective

Leases ‘

On June 28, 2017, the GASB issued GASB Statement No. 87, Leases, a new lease accounting standard
which creates accounting standards for governmental entities under GAAP. Previously, governmental
entities reported their leases similar to how private entities reported leases.

11
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The objective of fhis statement is to betler meet the information needs of financial statement users by
improving accounting and financlal reporting for leases by governmental entities. This statement increases
the usefulness of government financial statements by requiring recoghition of certain lease assets and
liabilities for leases that previously were classified as operaling leases and recognized as inflows of
resources or outflows of resources based on the payment provisions of the contract, it establishes a single
madel for lease accounting based on the foundational principles that leases are financing of the right to use
an underlying asset. Under this statement, a lessee is required fo recognize a lease fiability and an
intangible right-to-use asset, and a lessor is required to recognize a lease receivable and a deferred inflow
of resources, thereby enhancing the relevance and consistency of information about a government's
leasing activities. This statement was effective for years beginning after December 15, 2019. In May 2020,
the GASRB issued GASB Statement No. 95, Posiponement of the Effective Dates of Certain Authoritalive
Guidance, which delays the effective date for one and a half years. This statement is now effective for
perlods beginning after June 15, 2021. Earlier application is permitted.

3. STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY

Compliance with Finance Related Legal and Contractual Provisions

The management of the Authority is not aware of any violations of finance related legal and contractual
provisions.

Legal Compliance - Budgets

New Jersey Budget Law requires that all funds have legally adopted budgets and appropriations. Total
expenditure for each fund may not exceed the arount appropriated. Appropriations for a fund may be
increased provided they are offset by unanticipated revenues. All appropriations lapse at the end of each
fiscal year to the extent that they have not been expended or encumbered. Authotization to transfer
budgeted amounts befween programs andfor depariments within any fund and reallocation of budget fine
items within any program and/or department rests with the Authority's Board of Commissioners.

The accompanying schedule of operating revenues and expenditures - budget and actual has been
prepared on a legally prescribed basis of accounting, which differs from U.S. GAAP in certain respects.
Note 12 has been prepared to identify these revenue and expenditure differences. .

The Authority's budget is prepared for its funds on the modified accrual basis of accounting. Annual
appropriated budgets are adopted for all general and enterprise-type funds. Any material modification within
the adopted budget cannot be made by the Board of Commissioners without the Division of Local
Government Services' approval, '

4, CASH, CASH EQUIVALENTS, AND INVESTMENTS

Deposits
New Jersey statutes permit the deposit of public funds in institutions located in New Jersey, which are
insured by the Federal Deposit Insurance Corporation.("FDIC”), the Savings Association Insurance Fund

(“SAIF™), or by any other agencies of the United States that insures deposits or the State of New Jersey
Cash Management Fund.

12
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New Jersey siatutes require public depositoties to maintain collateral for deposits of public funds that
exceed insurance limits as follows:

e The market value of the coliateral must equal 5% of the average daily balance of public funds; or

« If the public funds deposited exceed 75% of the capital funds of the depository, the depository must
provide collateral having a market value equal to 100% of the amount exceeding 75%.

All collateral must be deposited with the Federal Reserve Bank, the Federal Home Loan Bank Board, or a
banking institution that is @ member of the Federal Reserve System and has capital funds of not iess than
425 000,000, The Authority has complied with all statutes and regulations applicable to deposits and
investments.

Cash eguivalents include money market funds. Investments include certificates of deposit with an initial
maturity of more than three months. Cash equivalents and investments are stated at cost, which
approximates market. Cash equivalents and investments were held by the Authority's. Trustee in the
Authority's name.

Credit Risk
Credit risk is the risk that an issuer or other counter party to an investment will not fulfill its obligation. The
standard of prudence to be used by the Authority shall be the “prudent person’ standard which states.

Investments shall be made with judgment and care, under circumstances then prevailing, which persons of
prudence, discretion, and intelligence exercise in the management of their own affairs, not for speculation,
but for investment, considering the probable safety of their capital as well as the possible income to be
derived.

The above standard is established as the standard for professional responsibility and shall he applied in the
context of managing the Authority's overall porifolio. At December 31, 2021 and 2020, the Authority’s
investments representing greater than 5% of their portfolio were -non-negotiable certificates of deposit,
which totaled $40,548.

Custodial Credit Risk .

This is the risk that in the event of the failure of the counterpatty (e.g., broker-gealer) to a transaction, an
authority will not be able to recover the value of its invesiment or collateral securities that are in the
possession of another party. The Authority does not have & policy for custodial credit risk. Federal

depository insurance and New Jersey's Governmental Unit Deposit Protection Act mitigate this risk.

interest Rate Risk

This is the risk that changes in market interest rates will adversely affect the fair value of an invesiment.
Generally, the longer the maturity of an investment the greater the sensitivity of its fair value to changes in
market interest rates. The Authority's investment poticy does not include limits on investment maturities as
a means of managing its exposure to fair value losses arising from incteasing interest rates.

Concentrations

The Authority has significant cash balances at financial institutions which throughout the year regularly
exceed the federally insured iimit of $250,000. Any loss incurred or a lack of access 0 such funds could
have a significant adverse impact on the Authority's financial condition, results of operations, and cash

flows. The Authority’s policy is to maintain a diversified portfalio to minimize the risk of loss resuliing from
over concentration of assets.
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The carrying amount of the Authority’s cash, cash equivalents, and investments consisted of the following
at December:

2021 2020
Bank Book Bank Book
Unrestricted cash $ 754158 $ 1,521,808 $ 2,060,673 § 1,815,680
Restricted cash 28,268 28,268 1,395,802 1,395,802
Certificate of deposit 40,719 40,548 40,651 40,548

$ 823,145 § 1590624 $ 3,606,126 $ 3,252,030

Of the bank balance at December 31, 2021 and 2020, $724,895 and $1,666,908, respectively, was covered
by Federal Depository Insurance. The remaining bank balances were covered by the Governmental Unit
Deposit Protection Act ("GUDPA"), N.J.S.A. 17:9-41, et sed., for all New Jersey governmental units’
deposits in excess of the federal deposit maximums.

Investments
New Jersey statutes establish the following securities as eligible for the investment of Authority funds:

(a) Bonds or other obligations of the United States or obligations guaranteed by the United States.

(b) Bonds of any Federal Intermediate Credit Bank, Federal Home Loan Bank, Federal National Mortgage
Associates or of any United States Bank for Cooperatives which have a maturity date not greater than
twelve months from the date of purchase.

(c) Bonds or other obligations of the district or bonds or other obligations of school districts of which the .

disfrict is a part or within which the school district is located.

(d) Bonds or other obligations, having a maturity date of not more than twelve months from the date of
purchase, which are approved by the New Jersey Depariment of Treasury, Division of investments.

(e) Qualified mutual funds with portiolios limited to (f) bonds or other obligations of, or guaranteed by, the
United States of America; and (i} repurchase agreements fully collateralized by such obligations.
These investments must be transacted only through nhational, or state banks located within New
Jersey.

investments at December 31, 2021 and 2020 consist of nonnegotiable certificates of deposit.
Based upon existing investment policles, the Authority is generally not exposed fo interes! rate risk as
investments mature one year or less or are held to maturity. All current investments or underlying

investments are nonnegotiable certificates of deposit, thereby mitigating credit risk, concentration of credit
risk and interest rate risks nor are its deposits and investments exposed to foreign currency risks.
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5. CAPITAL ASSETS, NET

Capital assefs, which include furniture and fixtures, vehicles, and equipment, are reported at cost less
accumulated depreciation. The Authority depreciates all assets using the straight-line method ranging from
3 to 20 years. Leasehold improvements and intangibles are amoriized over the shorter of the useful life or
lease term.

Capital asset activity for the years ending December 31, 2021 and 2020 was as follows:

Balance Ratirements/ Balance
11412021 Additions Reclassifications 1213412021
Capiial assets nof being depreciafed
Land $ 2,100,000 $ - % - $ 2,100,000 -
Construction In progress 38,286,393 - 38,286,393 -
Total 40,386,393 - 38,266,303 2,100,000
Capital assels heing depreciated
Parking facliifies - 30,822,373 - 39,822373
Furniture and fixtures 72,670 24,754 - 97,424
Improvemenis 35,382 - - 39,382
Meters 2,191,116 - - 2,191,116
Compulers 75,606 22,494 . 98,160
Vehicles 414.997 - - 414,997
Totai 2,793,861 39,869,621 - 42 663,482
Less: Accumulated depreciation
Parking faciliiies - 663,706 - 863,705
Furniture and fixiures 72,670 - - 72870
improvements 30,382 - - 39,382
Meters 1,466,322 127,673 - 1,593,996
Computers ‘ 75,696 - - 75,6498
Vehicles 315,363 41,06¢ - 356,413
Total 1,068,433 832,429 - 2,801,863
Tolal capial assets being deprecialed,
net of accumulated depreciation 824,428 39,097,192 - 30,861,619
Capital assets, net $ 41210821 § 30037192 § 38,286,393 $_ 41,964,619
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Balahce Retirements/ Balance
112020 Additions Reclassifications 1213112020
Non-depreciable capital assets
Land $ 2,100,600 % - $ “ $ 2,100,000
Construction in progress 18,613,868 19,472, 425 - 38,286,393
Total 20,913,968 19,472,425 - 40,386,393
Depreciable capital assets
Furniture and fixtures 72,670 _ . - 72,870
Improvements : ‘ 30,382 - - 39,382
Meters 2,191,116 - - 2,181,116
Office equipment 75,698 - - 75,606
Vehicles 332,168 82,820 - 414,097
Total 2,711,032 82,829 - 2,793,861
Less: Accumulated depreciation
Furniture and fixiures 71,878 692 - 72870
Improvements - 38,088 394 - 39,382
Meters 1,307,488 168,834 - 1,466,322
Office eguipment 75,696 - - 75,696
Vehicies 284,780 30,583 - 315,363
Total 1,778,530 190,503 - 1,868,433
Total depreciable capital assats,
net of accumulated depreciation 932,102 {107,674 - 824,428
Capiltal assets, net $ 21,845,070 $ 19,364,781 & - $ 41,210,821

Depreciation and amortization expense for the years ended December 31, 2021 and 2020 was $832,429
and $180,503, respectively.

6. LEASE AND SUBLEASE OF MILITARY PARK GARAGE

On August 14, 1997, the City of Newark leased to the Authority the property known as the Military Park
Garage for a term of 50 years. Under the terms of the lease, the Authority is required to pay approximately
$36,000 each month to the City of Newark, the basic rent which equals the City's debt service payments on

~ the Redevelopment Bonds. After July 2016, the Authotity was not required to pay the basic rent as the debt
was retired by new financing. In addition, the lease requires the Authority to pay the City 70% of the net
profits as defined in the lease. The remaining 30% is retained by the Authority for aperations.

For the years ended December 31, 2021 and 2020, the amount due to the City was §$-0- and $-C-,
respectively, and total lease expense to the City for 2021 and 2020 was $4,008 and $66,897 respectively.

The Authority subleased the Military Park Garage to New Jersey Performing Arts Center Corporation
{*NJPAC") for a term of 50 years. Under the terms of the lease, NJPAC operates and manages the facility.
NJPAC is required to pay the Authority each month the basic rent which equals the City's debt service
payments on the Redevelopment Bonds which Is approximately $36,000 per month. After July 2016, the
NJPAC was not required to pay the basic rent as the debt was retired by a new financing secured by
NJPAC described in the next paragraph. NJPAC was also required to pay the Authority 45% of the net
profits as defined in the lease.
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In July 2016, this sublease was amended whereas the NJPAC agreed to and secured a $3,321,000 Loan.
Of this Loan, $2,321,000 was for the retirement of the Redevelopment Bonds and the remaining $1,000,000
was to finance the Renovation Project. The term of the Loan is 10 years, and the debt service will be
considered an operating expense for the duration of the Loan. '

The net profits paid to the Authority by NJPAC were $57,532 and $102,468 for the years ended
December 31, 2021 and 2020, respectively. Of the net profits paid fo the Authority, $4,008 and $66,897
was remitted to the City of Newark for the years ended December 31, 2021 and 2020, respectively. Less
than 70% was remitted during 2021 due to monthly net losses from 2021 and 2020 offsetting monthly net
profits.

7. LONG-TERMDEBT

Parking Meter Bond

Upon execution of the inter-local agreement and transfer of certain parking assets {parking meters) on
August 8, 2008, the Authority became liable to make payments to the Gity of Newark for Bond Anticipation
Notes issued in the amount of $1,425,000. The notes, originaliy igsued January 24, 2008 with a maturity of
January 23, 2009, were renewed through January 2C, 2010, Upon maturity, the debt service payments of
the notes were negotiated, and repayments began June 1, 2011 with the final payment due June 1, 2022.
The annual principal repayments of $142,500 are due until maturity. The notes bore interest at 5.00%.

Interest expense for the years ended December 31, 2021 and 2020, amounted to $7,125 and $7,125,
respectively.

Bond Series 2018

On December 21, 2018, the Authority issued Parking Revenue Bonds, Series 2018 in the amount of
$37,386,500 to finance the construction of the Green Street Mixed-Use Parking Facllity. Principal is payable
on the first day of each month, commencing on July 1, 2020, The Bonds mature on December 20, 2048,

On July 30, 2020, the Authority entered into a first amendment to the Series 2018 bond agreement which
deferred the principal payment date until January 1, 2021 and the bond maturity date to June 20, 2049. The
amendment also deferred unpaid interest for the period June 1, 2020 through and including November 30,
5020 in the amount of $768,649 (*2020 deferred Interest”), payable in six monthly instaliments beginning
January 1, 2021. After the amendment, the Bonds were set to mature on June 20, 2048.

On Nevember 5, 2020, the Authority entered into a second amendment to the Series 2018 bond agreement

which extended the construction period for the Green Street Construction Project through December 31,
2020,

On January 29, 2021, the Authority entered into a third amendment to the Series 2018 bond agreement
which deferred the principal payment date and 2020 deferred interest payment date until January 1, 2022.
After the amendment, the Bonds were set to malure on June 20, 2050,

On May 28, 2021, the Authority entered into a fourth amendment to the Series 2018 bond agreement which
extended the construction period for the Green Street Construction Project through the earlier of June 30,
2021 or the completion of construction of the project.

Interest on the bond is payable monthly using variable interest rates reset on a monthly basis based on the
London Interbank Offered Rate (‘LIBOR”). At December 31, 2021 and 2020, the variable interest rate
payable was 1.71% and 1.76%, respectively.
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The Authority is required to annually satisfy certain covenant requirements, including maintaining an
EBITDA ratio and furnishing audited financial statements within one hundred and fifty days after the close of
each fiscal year. The Authority was not in compliance with these covenants as of December 31, 2021 and
2020 and received a waiver for each year.

Swap Payments and Associated Dobt
Net swap payments and related debt service requirements subsequent tc December 31, 2021, assuming
current interest rates remain the same for the term of the agreement, are as follows:

Year Ending December 31 Principal Interest Total
2022 $ 701,770 $ 1,625,003 $ 2,227,873
2023 731,208 1,496,464 2,227,672
2024 761,882 1,465,791 2,227,673
2025 789,892 1,437,781 2,227,673
2026 826,978 1,400,685 2,227,673
2027-2031 4,681,761 6,456,603 11,138,364
2032-2036 5,749,704 5,388,660 11,138,364
2037-2041 7,059,812 4,078,552 11,138,364
2042-2046 8,673,853 2,464,511 11,138,364
2047-2050 ‘ 7,409,640 572,855 7,982 485

$ 37,385,500 $ 26,287,815 3 63,674,315

As rates vary, variable-rate bond interest payments and net swap payments will vary.

Fair Vaiue of Financial Instruments

The fair value of the bonds payable, estimated based on market prices for similar bond issues as based on
a recent bond issuance and market interest rates (4% rate utilized), is approximately $38 million and $37.6
miflion at December 31, 2021 and 2020, respectively.

Subordinate Mortgage Note

On January 29, 2021 Parking Authority of Newark entered into a Credit Agreement- Subordinate Mortgage,
Security Agreement and Fixture Filing with TD Bank, National Association (the “Note”). The Note in the
aggregate principal amount of $1,300,300 may be amended, modified and/or restated. The Note bears
interest at 4.43% per annum and is payable in consecutive monthly instaliments during the Drawdown
Period. During the Amortization Period, the Note principal and interest are payable on the first day of the
month commencing on March 1, 2022 and continuing until the Maturity Date. The Note matures on January
28, 2031.
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Aggregate remaining principal maturities and interest on the subordinate mortgage note are as follows as of
December 31, 2021:

Year Ending December 31 Principal Interest Total
2022 $ 108,609 $ 56,365 $ 164,974
2023 123,579 50,984 174,563
2024 129,112 45,451 174,563
2025 135,165 39,397 174,562
2026 141,362 33,200 174,562
2027-2031 662,173 65,168 727,342

$ 1,300,000 $ 290,566 $ 1,590,566

Debt Service Requiremenis
The Authority is leasing pay and display meters totaling $172,787 under capital leases. The following is a
schedule of future lease payments as of December 31, 2021:

Year Ending December 31 Total
2022 $ 44,762
2023 14,920

Total minimum lease payments 59,682
i ess: Amount representing interest {1,848)
Present value of net minimum lease payments 3 57,736

The tables below summarizé the total additions and total reductions in long-term liabiiities during fiscal
years 2021 and 2020.

Balance Balance Cutrent
1112021 Additions Reductions 1213112021 Portion
Long-term debt
pParking meter hond $ 142,800 % - $ - $ 142500 % 142,500
Series 20118 bond 37,386,500 - - 37,386,500 701,770
Capital lease 98,315 - (40,579) 57,736 42,981
TD Bank note - 1,300,000 - 1,300,006 108,609
Total long-term debt 37,627,315 1,300,000 {40,579} 38,886,736 895,880
Accrued interest 899,725 1,602,912 (1,464,173} 1,038,464 653,642
Net pension liability 4,191,604 - (1,241,370) 2,950,224 -
Derivative Instrument
- interest rate swap 5,734,327 - (2,076,@ 3,857,952 -
Total $ 48,452,961 $ 2902912 $ (4,822497) § 46,633,376 $ 1,649,502
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Balance Balance Current
11112020 Additions Reductions 12134/2020 Portion
Long-term debt
Parking meter bond $ 1425800 % - $ - $ 142,500 $ 142,500
Series 2018 bond 37,386,500 - - 37,386,500 -
Capital lease 136,626 - {38,311) 98,315 40,579
Total long-lerm debt 37,865,626 - (38,311} 37,627,315 183,079
Accrued interest 180,087 1,497,684 (778,046) 899,725 131,076
Net pension liability 4,921,851 - (730,257) 4,191,594 -
Derivative instrument
- interest rate swap 3,087 646 2,666,681 - 5,734,327 -
Total $ 45,835,210 $ 4,164,385 $ (1,546,614) § 48,452,961 $ 314,186

8. HEDGING DERiVATIVElINSTRUMENT - INTEREST RATE SWAP

in order to both reduce the Authority’s overali cost of borrowing long-term capital and protect against the
potential of rising interest rates, the Authority entered into a pay-fixed receive-varable interest rate swap
agreement. The objective of the swap is to hedge against changes in the cash flows of the associated
variable-rate honds.

Swaps are deemed either hedging derivative instruments or investment derivative instruments based upon
the effectiveness of the agreements to hedge against interest rate exposure associated with vatiable-rate
debt. The regression analysis method is used to determine whether the swaps are an effective hedge.
Based upon these criteria, the Authority's derivative is considered a hedging derivative.

The fair value of hedging derivatives is reported as Derivative Instruments - interest Rate Swap. The
changes in fair value of hedging derivative instruments are reported within Deferred Oulflows of Resources.
Fair values are obtained from calculations prepared by a valuation provider and approximate the current
economic value using market indexes, interest rates and cash flow models. The fair value represents the
current price to settle the swap in the marketplace if the swap agreement were to end unexpectedly.

Since interest rates have generally decreased since the swap became effective, the Authority's porifolio of
swaps had a negative fair value at December 31, 2021,

Fair Value

Interest rate swaps are reported at fair value measured by Level 2 inputs based upon observable values

other than quoted prices, including interest rates and yield curves observable at commonly quoted intervals,

implied volatilities, and other market-corroborated inputs. '
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The fair value and notional amount of the derivative instrument outstanding at December 31, 2021 and
2020, and the changes in fair value of the derivative instrument for the years then ended as reported in the
2021 and 2020 financial statements are as follows:

Flxed Current
Bond Effective Maturily Rate Variable-rate Notlonal Moody's! 2021
Serles Date Date Pald Recelved* Amount Counterparty S&P Faly Value

81.5% of 1-month

2016 Parking LIBOR plus
RKevenua Bond December 24, 2018 December 20, 2050 4,06% 463 basls points 30 TD Bank Aatidh- § (3,657,953}
Flxed Current
Bond Effestive Maturity Rate Vartzble-rate Netional Moody's! 2020
Series Date Date Paid Recolved* Anmount Counterparly S&p Fair Valuc
81,6% of 1-month
2018 Parking LIBOR plus
Revente Bond December 21, 2018 Decamber 20, 2048 4.06% 163 basls pelnis $0 70 Bank AaildA- $ (6,734,327}

The terms and other information respective of the Authotity's hedging derivative instrument outstanding at
December 31, 2021, are detailed as foliows:

December 31, Changes in Fair Value at Decembar 31, 2021
2020 Claseltication Amount Glassification _ Amount Netlanal
Cash How hedges
Pay-fixed Inlerest Defered Qutflow Non-current
rate swap $ {5,744,327) of Resotrtes § 2078374 lahllities $ (3,657,053 ¢ 37,388,600
December 34, Changes [n Falr Valus i at December 31, 2020
2018 Classificatlon Amotint Classiflcation Amount Notional
Cash flow hedges
Pay-fixed Interest Deferred Outflow MNon-current
rate swap & (3,067,646) of Rescurces 3 2,666,681 Hzhilitles $ (5,734,327} % 37386500

"ariable-rate was 1.71% and 1.76% at December 31, 2021 and 2020 respectively.

Credit Risk

On December 31, 2021 and 2020, the Authority’s hedging derivative was not exposed to credit risk. The
Authority's swap relies upon the performance of the counierparty. If the interest rate rises and the total fair
value of the swap with the counterparty becomes nositive, the Auihority may be exposed to credit risk on
the agreement - the risk that the counterparty fails to perform according to contractual ohligations.

Rasis Risk and Interest Rate Risk

The Authority is exposed to basis risk to the extent the changes in the rates associated with the Authority's
variable-rate bonds do not exactly offset the changes in the index rates associated with the corresponding
swap. The Authority is not exposed to interest rale risk on its swap.

Rollover Risk '

Rollover risk Is the risk that a swap associated with a bond issue does not extend to the maturity of that
debt, thereby creating unhedged variable-rate debt. The swap is exposed to rollover risk. The Bond maturity
date is June 20, 2050, and the swap termination date is December 20, 2028,
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Termination Risk
The Authority maintains the option to terminate its swap at any time, while the Authority or the counterparty
may terminate a swap if either party fails fo perform under the terms of the agreement. if a swap has a

negative fair value at the time of termination, the Authority would be liable to the counterparty for an amount
equal to that negative fair value.

9.  PENSION PLAN

Employees of the Authority that are eligible participate in the State of New Jersey, Public Employees’
Retirement System (“PERS"). PERS is a cost-sharing muitiple-employer defined benefit pension plan
administered by the State of New Jersey, Division of Pensions and Benefits (“Division"). For additional
information about PERS, please refer to Division's Annual Comprehensive Financial Report ("ACFR”) which
can be found at www.state, nj.us/treasury/pensions/financial-reports.shtmi.

The vesting and benefit provisions are set by N.J.S.A. 43:15A. PERS provides retirement, death, and
disability benefits. : :

The following represents the membership tiers for PERS:

Tier Definition
1 Members who were enrolled prior to July 1, 2007
2 Members who were eligible to enroll on or after July 1, 2007 and prior to November 2, 2008
3 - Members who were eligible to enroli on or after November 2, 2008 and prior to May 22, 2010
4 Members who were eligible to enroll on or after May 22, 2010 and prior to June 28, 2011 .
5 Members who were eligible to enrell on or after June 28, 2011

Service retirement benefits of 1/55 of final average salary for each year of service credit is available to tiers
1 and 2 members upon reaching age 60 and to tier 3 members upon reaching age 62. Service retirement
benefits of 1/80 of final average salary for each year of service credit is available fo fier 4 members upon
reaching age 62 and tier 5 members upon reaching age 65. Early retirement benefits are available to tiers 1
and 2 members before reaching age 80, fiers 3 and 4 before age 62 and 25 or more years of setvice credit
and tier 5 with 30 or more years of service credit before age 65. Benefits are reduced by a fraction of a
percent for each month that a member retires prior to the age at which a member can receive full early
retirement benefits in accordance with their respective tier. Tier 1 members can receive an unteduced
benefit from age 55 to age 60 if they have at least 25 years of service, Deferred retirement is available to
members who have at least 10 years of service credit and have not reached the service retirement age for
the respective tier,

Employer and Employee Contributions

The contribution policy for PERS is set by N.J.S.A. 15A and requires contributions by active members and
contributing employers. State legislation has modified the amount that is contributed by the State. The
State’s pension contribution is based on an actuarially determined amount which includes the employer
portion of the normal cost and an amortization of the unfunded accrued liability. Funding for noncontributory
group insurance benefits Is based on actual claims paid. For fiscal year 2021, the State's pension
contribution was less than the actuarial determined amount.
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The local employers’ contribution amounts are based on an actuarially determined rate which includes the
normal cost and unfunded accrued liability. Chapter 18, P.L. 2009 provided an option for local employers of
PERS to contribute 50% of the normal and accrued liability contribution amounts certified for payments due
in the State fiscal year 2009. Such employers will be credited with full payment and any such amounts will
not be inciuded in their unfunded liability. The actuaries determine the unfunded liability of those retirement
systems, by employer, for the reduced normal and accrued liability contributions provided under this law.
This unfunded liability will be paid by the employer in level annual payments over a period of 15 years
beginning with the payments due in the fiscal year ended June 30, 2012 and will be adjusted by the rate of
return on the actuarial value of assets.

During the years ended December 31, 2021 and 2020, the PERS received employer and employee
contributions as follows:

2021 2020
Employer contributions $ 291,652 $ 281,185
Employee contributions $ 132,716 % 117,050
Salary basis for contributions $ 1,769,544 % 4,560,668
Percent of base wages 7.50% 7.50%

summary of Significant Accounting Pollcies

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows of
resources related to pensions, and pension expense, information about the fiduciary net position of the
PERS and additions to/deductions from PERS fiduciary net position have been determined on the same
basis as they are reported by PERS. For this purpose, benefit paymernts (including refunds of employee
contributions) are recognized when due and payable in accordance with the benefit terms, Investments are
reported at fair vajue.

Although the Division administers one cost-sharing multipie-employer plan, separate (sub) valuations are
prepared to determine the actuarially determined contribution rate by group. Following this method, the
measurement of the collective net pension liability, deferred outflows of resources, deferred inflows of
resources, and pension expense are determined separately for each individual employer of the State and
local groups of the plan.

Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of
Resources Related to Pensions

The net pension liability was measured as of June 30, 2021 and 2020, and the total pension liability to
calculate the net pension liability was determined by an actuarial valuation as of July 1, 2020 and 2018,
respectively. In accordance with GASBE 68, the measurement date shall not be earlier than 1 year from the
statement of net position date; therefore, the Authority has elected to utilize June 30, 2021 and 2020,
respectively, as the measuremant date. .

The Authority's proportion of the net pension ltability is based on the ratio of the contributions as an
individual employer fo total contributions to the PERS during the years ended June 30, 2021 and 2020.
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At December 31, the Authority's proportionate share and net pension liability was as follows:

2021 2020
Authority net pension Hability $ 2,950,224 % 4,191,594
Authority’s propottion 0.0240037622%  0.0257036530%

Pension expense, het is comprised of the following for the years ended December 3t

2021 2020
Proportionate share of allocable plan pension expense $ (664,068) $ {12)
Net amoriization of deferral amounts from
changes in proportion 291,807 281,178
Total employer pension expense exciuding that
atiributable to employer-paid member contributions $ (372,481) § 281,167

At December 31, 2021 and 2020, the Authority reported deferred outflows of resources and deferred inflows
of resources related to PERS as follows:

2021
Deferred Deferred
Outfiows of Inflows of
Resollrees Resources
Changes of assumptions $ 15,365 % 1,060,269
Difference beiween expected and actual
experience 46,520 21,120
Net difference beiween projected and actual
earnings on pension plan invesiments - 777,167
Changes in proporiion and differences between
the Authority contributions and proportionate
279,328 362,691

share of contributions

$ 341222 § 2,211,277
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Changes of assumplions

Difference between expected and actual
experience

Net difference between projected and actual
earnings on pension plan investments

Changes in proportion and differences between
contributions and proporticnate
share of contiibutions

2020
Deferred Deferred
Qutflows of Inflows of
Resources Resources

135980 § 1,755,060

76,322 14,823
143272 -
440 549 321,003

798,223 $ 2,090,876

Amounts reported as deferred outflows of resources and deferred inflows of resources (excluding employer
specific amounts) related to pensions will be recognized in pension expense as follows:

2022
2023
2024
2025
2028

Actuarial Assumptions

Authority
Share

3 (728,604)

(520,222)

(354,702)

(266,631)
104

$  (1,870,055)

The collective total pension liability for the June 30, 2021 and 2020 measurement date was determined by
an actuarial valuation as of July 1, 2018 and 2018, respectively, which was rolled forward to June 30, 2021
and 2020, respectively. This aciuarial vaiuation used the following actuarial assumptions:

2021 2020
Inflation rate
Price 2.75% 2.75%
Woage 3.25% 3.25%
Salary increases through 2026 2.00%-6.00% 2.00%-6.00%
based on years of service based oh years of service
Thereatter 3.00%-7.00% . 3.00%-7.00%
based on years of service based on years of sarvice
invesiment rate of return 7.00% 7.00%
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For June 30, 2021 and 2020, the following assumptions were used:

Preretirement mortality rates were based on the Pub-2010 General Below-Median Income Employee
mortality table with an 82.2% adjustment for males and 101.4% adjustment for females, and with future
improvement from the base year of 2010 on a generational basis.

Postretirement mortality rates were based on the Pub-201C General Below-Median Income Healthy Retiree
mortality table with a 91.4% adjustment for males and 99.7% adjustment for females, and with future
impravement from the base year of 2010 on a generational basis. Disability retirement rates used to value
disabled retirees were based on the Pub-2010 Non-Safety Disabled Retiree mortality table with a 127.7%
adjustment for males and 117.2% adjustment for females, and with future improvement from the base year
of 2010 on a generational basis. Mortality improvement is based on Scale MP-2021 and Scale MP-2020,
respectively.

The actuarial assumptions used in the July 1, 2620 and 2019 valuations were based on the results of an
actuarial experience study for the pericd from July 1, 2014 to June 30, 2018.

Long-Term Expected Rate of Return

In accordance with State statute, the long-term expected rate of return on plan investments (7.00% at
June 30, 2021 and 2020 respectively) is determined by the State Treasurer, after consultation with the
Directors of the Division of Investment and Division of Pensions and Benefits, the board of trustees and the
actuaries, The long-term expected rate of return was determined using a building block method in which
best-estimate ranges of expected future real rates of refurn (expected returns, net of pension plan
investment expense and inflation) are developed for each major asset class. These ranges are combined to
produce the long-term expected rate of return by weighting the expected future real rates of return by the
target assef allocation percentage and by adding expected inflation.

Best estimates of arithmetic real rates of return for each major asset class included in PERS's target asset
allocation as of June 30, 2021 are summarized in the following fable:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
U.S. Equity 27.00% 8.09%
Non-U.3. Developad Markets Equity 13.50% 8.71%
Emerging Markets Equity 5.50% 10.96%
Private Equity . 13.00% 11.30%
Real Estate 8.00% 9.15%
Real Assets 3.00% 7.40%
High Yield 2.00% 3.75%
Private Credit 8.00% 7.60%
Investment Grade Credit 8.00% 1.68%
Cash Equivalents ) 4,00% 0.50%
U.S. Treasuries 5.00% 0.95%
Risk Mitigation Strategies 3.00% 3.35%
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Bes! estimates of arithmetic real rates of return for each major asset class included in PERS’s target asset
allocation as of June 30, 2020 are summarized in the follawing tabie:

Long-Term

Target Expected Real

Asset Class Allocation Rate of Return
U.S. equity 27.00% 7.71%
Non-U).S. developed markets equity 13.50% 8.57%
Emerging markels equity 5.50% 10.23%
Private equity 13.00% 11.42%
Real assets 3.00% 9.73%
Real esiale B.00% 9.56%
High yield 2.00% 5.95%
Private credit 8.00% 7.59%
Investment grade credit 8.00% 2.867%
Cash equivalents 4.00% 0.50%
U.S. Treasurles 5.00% 1.94%
Risk mitigation strategies 3.00% 3.40%

Discount Rate

The discount rate used to measure the total pension liability was 7.00% and 5.00% as of June 30, 2021 and
2020, respectively. The projection of cash flows used to determine the discount rate assumed that
contributions from pltan members will be made at the current member contribution rates and that
contributions from employers and the nonemployer contributing entity will be based on 100% of the
actuarially determined contributions for the State employer and 100% of actuarially determined
contributions for the local employers. Based on those assumptions, the plan’s fiduciary net position was
projected to be available to make all projected future benefit payments of current plan members. Therefore,
the long-term expected rate of return on plan investments was applied to all projected benefit payments in
determining the total pension liability.

For the year ended June 30, 2020, the projection of cash flows used to determine the discount rate
assumed that contriblitions from plan members will be made at the current member contribution rates and
that contributions from employers will be based on 78% of the actuarially determined contributions for the
State employer and 100% of actuarially determined contributions for the locai employers for the year ended
June 30, 2020.
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10.

Sensitivity of the Collective Net Pension Liability to Changes in the Discount Rate

The following presenis the Authorily’s proportionate share of the net pension labllity measured as of
December 31, 2021 and 2020, calculated using the discount rate as disclosed above as well as what the
Authority's proportionate share of the net pension liability (local group) wolid be i it were calculated using a
discount rate that is 1-percentage-point lower or 1-percentage-point higher than the current rate:

2021
At Current
At 1% Decrease Discount Rate At 1% Increase
{6.00%) {7.00%) (8.00%)
Authoerity's proporiionate share of
the net pension liability $ 4,017,807 $  2950,224 5 20443098
2020
At Current
At 1% Decrease Discount Rate At 1% Increase
{6.28%) {6.28%} {7.28%)
Authority's proporiionate share of
the net pension liability $ 5,276,518 3 4,191,594 $ 3,271,007

Pension Plan Fiduciary Net Position

Detailed information about the pension plan's fiduciary net position is availabie in the separately issued
State of New Jersey Divisions of Pensions and Benefits financial report which can be found at the following
link www.state.nj.usftreasury/pensionsffinancial-reports.shtml.

NET DEFICIT

At December 31, 2021 and 2020, the Authority had an unrestricted net deficit of $5,070,348 and
$6,430,132, respectively. There are several reasons for the deficit. The recoghition of the Authority's
proportionate share of the net pension liability and related deferred inflows and outflows of resources for
financial reporling purposes resulted in a reduction of the Authority’s net position of $4,820,279 and
$5,484,347 as of December 31, 2021 and 2020, respectively. This deficit will be etiminated as resources
are obtained (e.g., from revenues, long-term debt issuances, transfers in, and market performance of Pian
investments managed by the New Jersey Division of Investmenf) to make the scheduled pension
payments. The COVID-19 pandemic had a significant adverse effect on the revenue streams of the
Authority. Parking enforcement and meter revenue were significantly impacted by the lockdowns and the
hybrid working envirenment which many businesses in the City embraced. Additionally, legislation signed
by the Governet, eliminating the use of mandatory driver's license suspensions as a penalty for certain non-
moving offenses, negatively impacted the ticket share revenue received from the City, The legisiation led to
a reduction in the overall number of driver's license suspensions and, therefore, a reduction in
corresponding state, county, and municipal revenues related fo license suspensions. The Authority has
experienced a substantial revenue loss in ticket share due to thousands of tickets dismissed by Municipal
Court and the Administrative Office of the Courts.
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11. COMMITMENTS

Operating Leases

Lessee

The Authority leases office space under operating leases, The office lease was renewed on December 23,
2014 for a period of five years. On December 24, 2019, the term of the lease was extended on a month-to-
month basis with either party having the right to terminate upon at least thirly days’ prior written notice. Rent

expense for the years ended December 31, 2021 and 2020 amounted to $49,952 and $185,028,
respectively.

Lessor

The Authority leases office space to the City of Newark under a non-cancelable lease arrangement which
expires in May 2051, Lease arrangements which contain escalating rent are measured on a straight-line
basis and the associated asset (liability) is shown in the statements of net deficit as rent receivable

(unearned rent). Rental income from the lease was $604,057 and $-0- for the years ending December 31,
2021 and 2020, respectively.

Minimum annual rentals under the non-cancelable lease arrangement are as follows at December 31, 2021:

Year Ending December 31 Total
2022 $ 724,869
2023 724,869
2024 ' 755,072
2025 761,112
2028 761,112
Thereafter 23,020,881

$ 26,747,915

12. CONTINGENT LIABILITIES
" Litigation
In the hormal course of business, the Authority is involved in certain legal matters. The Authority is currently
involved in a litigation maiter which pertains to a contract dispute that relates to one of the Authotily’s
capital projects. The Plaintiff has presented a settlement demand of $850,000, which has been accepted.

Consequently, the Authority recognized $850,000 in liability and added additional costs to the projact. In
July 2021 the project was completed, and total costs are capitalized. See also note 14.

28




Parking Authority of the City of Newark
Essex County, New Jersey

Notes to Financial Statements
December 31, 2021 and 2020

13.

14,

RECONCILIATION OF BUDGETARY BASIS AND GAAP

The accompanying schedule of operating revenues and expenditures compared to budget for the year
ended December 31, 2021 presents comparisons of the legally adopted budget with actual data on a
budgetary basis. Because accounting principles applied for purposes of developing data on a budgetary
basis differ significantly from those used fo present financial statements in conformity with U.S GAAP, a
reconciliation of resultant basis, timing, perspective, and entity differences hetween excess of revenues
under expenditures - budgetary basis and change in net deficit as presented in the statement of revenues,
expenses, and changes in net deficit for the year ended December 31, 2021 is presented below.

Excess of revenues under expenditures - budgetary basis 3 {685,823)
Adjustments to budgetary basis
Depreciation expense {832,429)
Bond principal payment 40,579
Pension expense - net (GASB 68 adjustment) 664,068
Total adjustments (127,782)
Change in net deficit $  (717,805)
SUBSEQUENT EVENTS

The Authority has evaluated subsequent events occurring after the statement of net deficit date through the
June 27, 2023, the date the financial statemenis were available to be issued. Based on this evaluation, the
Authority has determined that, other than the matter noted below, no additional subsequent events have
occurred which require adjustment to or disclosure in the financial statements.

On July 27, 2022, the Authority entered info a settlement agreement regarding a contract dispute. The
parties settled all existing differences and disputes in connectioh with the capital project and closed out the
parties' obligations to each other under the contract. The Authority accrued the agreed upon final contract
payment of $850,000 as a component of accounts payable as of December 31, 2021,
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Parking Authotrity of the City of Newark

Essex County, New Jersey

Notes to Required Supplementary Information
Years Ended December 31, 2021 and 2020

1. SUMMARY OF ACTUARIAL METHODS AND ASSUMPTIONS USED IN THE CALCULATION OF THE

2021 CONTRIBUTION RATE

Valuation Date
Actuarial Cost Method
Remaining Amortization Period

Asset Valuation Method

Wage Growth

~ Price Inﬂatioﬁ
Salary Increases
Investment Rate of Return

Mortality

See Independent Auditor's Report.

June 1, 2020
Projected Unit Credit Cost Method
30-year closed period

The actuarial value of assets is adjusted to reflect actual confributions,
henefit payments and administrative expenses, and an assumed rate of
return on the previous year's assets and current year’s cash flow at the
prior year's aciuarial valuation interest rate, with a further adjustment to
reflect 20% of the difference between the resulting value and the actual
market value of Plan assets.

3.25%
2.75%

2% to 7%, varying by years of service and time period

7%

Pre-Retirement Mortality: The Pub-2010 General Below-Median Income
Employee mortality table [PubG-2010(B) Employee] as published by the
Society of Actuaries with an 82.2% adjustment for males and 101.4%
adjustment for females, and with future improvement from the base year
of 2010 on a generational basis. For purposes of calculating projected
cash flows used to determine the GASB discount rate, mortality
improvement is based on SOA's Scale MP-2018, Upon direction from
the DPB, for purposes of calculating the Total Pension Liability, mortality
improvement is based on SOA's Scale MP-2021, :

All pre-retirement deaths are assumed to be ordinary deaths.

Healthy Retirees and Beneficiaries (Healthy Annuitants): The Pub-2010
General Below-Median Income Healthy Retiree mortality table iPubG-
2010(B) Healthy Retiree] as published by the Soclety of Actuaries with a

- 91.4% adjustment for males and 99.7% adjustment for females, and

with future improvement from the base year of 2010 on a generational
basls. For purposes of calculating projected cash flows used to
determine the GASB discount rate, mortality improvement is based on
SOA's Scale MP-2018. Upon direction from the DPB, for purposes of
calculating the Totai Pension Liability, mortality improvement is based
on SOA’s Scale MP-2021.
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Parking Authority of the City of Newark

Essex County, New Jersey

Notes to Required Supplementary Information
Years Ended December 31, 2021 and 2020

Mortality {Continued)

Disabled Retirees (Disabled Annhuitants): The Pub-2010 Non-Safety
Disabled Retiree mortality table {[PubNS-2010. Disabled Retiree] as
published by the Sociely of Actuaries with a 127.7% adjustment for
males and 117.2% adjustment for females, and with future improvement
from the base year of 2010 on a generational basis. For purposes of
calculating projected cash flows used to determine the GASB discount
rate, mortality improvement is based on SOA’s Scale MP-2018. Upon
direction from the DPB, for purposes of caiculating the Total Pension
Liability, mortality improvement is based on SOA's Scale MP-2021.

2. SUMMARY OF ACTUARIAL METHODS AND ASSUMPTIONS USED IN THE CALCULATION OF THE

2020 CONTRIBUTION RATE

Valuation Date
Actuarial Cost Method
Remaining Amortization Period

Asset Valuation Method

Wage Growth

Price Inflation

Salary Increases
investment Rate of Return

Mortality

See Independent Auditor's Report.

June 1, 2019
Projected Unit Credit Cost Method
30-year closed period

The actuarial value of assets is adjusted {o reflect actual contributions,
benefit payments and administrative expenses, and an assumed rate of
return on the previous year's assets and current year's cash flow at the
prior year's actuarial valuation interest rate, with a further adjustment to
reflect 20% of the difference between the resulting value and the actual
market value of Plan assets.

3.25%
2.75%

2% to 7%, varying by years of service and time period

7%

Pre-Retirement Mortality: The Pub-2010 General Below-Median Income
Employee mortality table [PubG-2010(B) Employee] as published by the
Society of Actuaries with an 82.2% adjustment for males and 101.4%
adjustment for ferales, and with future improvement from the base year
of 2010 on a generational basis. For purposes of calculating projected
cash flows used to determine the GASB discount rate, mortality
improvement is based on SOA's Scale MP-2018. Upon direction from
the DPB, for purposes of calculating the Total Pension Liability, mortality
improvement is based on SOA's Scale MP-2020.

Al pre-retirement deaths are assumed to be ordinary deaths.
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Parking Authority of the City of Newark

Essex County, New Jersey

Notes to Required Supplementary Information
Years Ended December 31, 2021 and 2020

Mortality (Continued)

See independent Auditor's Repott.

Healthy Retirees and Beneficiaries {Healthy Annuitants): The Pub-2010
General Below-Median Income Healthy Retiree mortality table [PubG-
2010(B) Healthy Retiree] as published by the Society of Actuaries with a
91.4% adjustment for males and 89.7% adjustment for females, and
with future improvement from the base year of 2010 oh a generaticnal
basis. For purposes of calculating projected cash flows Lised to
determine the GASB discount rate, mortality improvement is based on
S50A's Scale MP-2018. Upon direction from the DPB, for purposes of
calculating the Total Pension Liability, martality improvement is based
oh SOA’s Scale MP-2020,

Disabled Retiress (Disabled Annuitants): The Pub-2010 Non-Safsty
Disabled Retiree mortality table [PubNS-2010 Disabled Retiree] as
published by the Society of Actuaries with a 127.7% adjustment for
males and 117.2% adjustment for females, and with future improvement
from the base year of 2010 on a generational basis. For purposes of
calculating projected cash flows used to determine the GASB discount
rate, mortality improvemant is based on SOA's Scale MP-2018. Upon
direction from the DPB, for purposes of calculating the Total Pension
Liability, mortality improvement is based on SOA's Scale MP-2020.
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Parking Authority of the City of Newark

- Essex County, New Jersey

Schedule of Operating Revenues and Expenditures - Budget to Actual

Year Ended December 31, 2021

Operating revenue
Ticket sharing
Meter collection
Event parking
Food truck permit program
MPG lease
City of Newark office rent
Prudential arena annual rent
Office rent
Green street garage user fees
Non operating revenue
interest income
Grant income

Total revenues

Administrative and cost of providing services
Salaries
Fringe benefits and payroll taxes
Accounting fees and audit examination
Legal fees

EE screening
Professional fees

Office expenses

Bank fees and visa debit
Telephone and wireless

Travel, conference, and training
Payroll expense

Luncheon meeting

Advertising

Uniforms

IT support

See independent Auditor's Report

2021 2021 Favorable
Budget Actual {Unfavorahle)
$ 2,900,000 $ 2137477 § 37,477
3,884,200 2,243,287 (1,640,913)
- 2,188 2,188
- 5,400 5,400
36,500 57,632 21,032
724,869 604,067 (120,812)
300,000 - (300,000)
200,000 - (200,000)
666,304 212,276 (454,028)
9,000 3,026 (5,974)
- 500,000 500,000
$ 7920873 § 5765243 % (2,155,830)
$ 2,192,330 $ 2384540 § (192,210)
1,214,146 1,104,611 109,535
70,000 67,000 3,000
25,000 30,945 (6,945)
1,500 675 925
- 35,714 (35,714)
10,500 41,192 {30,692)
35,000 37,8617 (2,617)
24,000 50,477 (28,477)
15,500 56,417 (40,817)
15,000 16,279 (1.279)
2,500 6,324 (3,824)
4,000 11,924 (7,924)
12,500 18,610 (6,110)
31,200 68,491 (37,201)
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Parking Authority of the City of Newark

Essex County, New Jersey

Schedule of Operating Revenues and Expenditures - Budget to Actual

Year Ended December 31, 2021

Insurance

Pastage

Rent

Printing and badges
Parking permits
Parking studies

Office and officers communications

Eticket

ER Annual PERS Liability

MPG Net Profits/City

NPA Fleet FueliMaintenance

Meter Maintenance/Supplies

Armored service

Computer Upgrade & Hardware

Website Hosting

Utilities

Green street mixed use faclility
Tolal administrative and general

Non-operating expense
Bond principal payments
Interest expense
Total non-operating expense

Total costs funded by operating revenues

Budgetary revenues aver (LUnder) expenses

See Independent Auditor's Report

2021 2021 Favorable
Budget Actual (Unfavorable)

320,000 121,240 198,760
650 762 (112)
224,600 38,718 185,882
2,500 - 2,500
- 7,867 (7,867)
69,800 63,054 5,846
27,000 - 27,000
63,500 96,358 (32,858)
- 291,607 (291,607)
51,093 4,008 47,085
45,000 77,210 (32,210)
31,000 45,072 (14,072)
20,000 15,123 4,877
/7,000 - 7,000
3,000 4,175 (1,175)
- 14,765 (14,765)
294,241 - 294 241
4,809,560 4,711,575 97,985
759,462 40,579 718,883
1,366,607 1,602,912 (236,305)
2,126,069 1,643,491 482 578
6,935,628 6,355,066 580,563
$ 985244 $  (589,823) $  (1,575,067)
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Parking Authority of the City of Newark
Essex County, New Jersey

Roster of Officials

Year Ended December 31, 2021

Board of Commissioners

Raquel Cagley
Andre Hollis
Niathan Allen
Tarsha Prindle
Marquis Lewis
James Parrilio
Roy Hargrove, Jr.

Other Officials
Anthony C, Mack, Esq.

C. Lawrence Crump, Esq.
Gabriela Santos

Form of Government

Number of empioyses
Number of parking spaces Military Park Garage

Number of parking meter spaces

See Independent Auditor's Report
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Position

Chairperson
Vice Chairperson
Treasurer
Sectetary
Commissioner
Commissioner
Commissioner

Executive Director
General Counsel and Director of Development
Manager of Fiscal Operations and Control

Authority

50
980

2,176




ADVISORY TAX AUDIT

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPILIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL

STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

INDEPENDENT AUDITOR’S REPORT

Honorable Members of the Board of Commissioners,
Parking Authority of the City of Newark
Essex County, New Jersey:

We have audited, in accordance with auditing standards generally accepted in the United States of America, and
fhe standards applicable to finanhcial audits contained In Government Auditing Standards, issued by the Comptrolier
General of the United States and the audit requirements prescribed by the Division of Local Government Services,
Department of Communily Affairs, State of New Jersey, the financial statements of Parking Authority of the Gity of
Newark (the “Authority”), as of and for the year ended December 31, 2021, and the related notes to the financial

slatements, which collectively comprise the Authority's basic financial statements, and have issued our report
thereon dated June 27, 2023,

Report on Internal Control over Financial Reporting

In planning and performing cur audit of the financial statements, we considered the Authorily's infernal control over
financial reporting (internal control) as a basis for desighing 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 Authority's internat control. Accordingly, we do not express an
opinion on the effectiveness of the Authority's internal control.

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

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 deficlencles in internal control that we
censider to be material weaknesses. However, material weaknesses may exist that have not bean identified,

WithumSmith+Brown, PC 331 Newman Springs Road, Suile 125, Red Bank, New Jersey 07701-4765 T {722] 8423113 F[732) 741 7292  withum.com
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority'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 oh the financial statements,
However, providing an opinion on compliance with those provisions was not an objective of our audi, and
accordingly, we do not express such an opinionh. The results of our tests disclosed no Instances of nohcompliance
or other matters that are required to be reported under Government Auditing Standards or audit requiremenis as
prescribed by the Local Finance Board and by the Division of Local Government Services, Department of
Community Affairs, State of New Jersey.

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
resulis of that testing, and not to provide an opinion on the effectiveness of the entity's internal control or on
compliance. This repori is an integral part of an audit performed in accordance with Government Auditing
Standards and audit requirements as prescribed by the Local Finance Board and by the Division of Lecal
Government Services, Department of Community Affairs, State of New Jersey in considering the Authority’s internal
control and compliance, Accordingly, this communication is not suitable for any other purpose.

Wi %ﬁwﬁ%ﬁgmw, -

June 27, 2023
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Parking Authority of the City of Newark
Essex County, New Jersey

Schedule of Findings and Recommendations
Years Ended December 31, 2021 and 2020

Schedule of Financial Statement Findings

This section identifies the significant deficiencies and instances of noncompliance related to the financial
statements that are required to be reported in accordance with Government Audiiing Standards and with audit
requiremenis as prescribed by the Bureau of Authority Regulations, Division of Local Gavetnment Services,
Department of Communily Affairs, and Siate of New Jersey.

Material Weaknesses

None to repott,
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Parking Authority of the City of Newark
Essex County, New Jersey

Schedule of Prior Year Findings

Years Ended December 31, 2021 and 2020

Schedule of Financial Statement Findings

This section identifies the status of prior year findings related to the financial statements that are required to be
reported in accordance with Government Auditing Standards.

Material Weaknesses

Finding 2020-001,

Condition; The Authority did not properly close the December 31, 2020 financial statements in a timely manner in
accordance with U.S. GAAP. This resulted in the heed to record post-closing entries and adjusting journat entries
throughout the auditor review process, including a material adjustment to Construction in Progress and Accounts
Payable. In addition, restatement of net position was required to correct a misstatement in the prior year financial
statements.

Current Status: No simitar instances noted in the current year.
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