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Independent Auditors' Report

Board of Commissioners
The Housing Authority of the City of
Evansville, Indiana

We have audited the accompanying financial statements of the business-type activities (primary
government) and the discretely presented component units of The Housing Authority of the City of
Evansville, Indiana (the Authority) as of and for the year ended December 31, 2011, which collectively
comprise the Authority’s basic financial statements as listed in the table of contents. These financial
statements are the responsibility of the Authority’s management. Our responsibility is to express an
opinion on these financial statements based on our audit. We did not audit the financial statements of
Lincoln Estates Redevelopment, L.P., which is a discretely presented component unit of the Authority,
which represent 100% of the assets, net assets, and revenues of Lincoln Estates Redevelopment, L.P.
Those financial statements were audited by other auditors whose report thereon has been furnished to
us, and our opinion on the basic financial statements, insofar as it relates to the amounts included for
Lincoln Estates Redevelopment, L.P., a discretely presented component unit, is based solely on the
report of the other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States
and the standards applicable to financial audits contained in Governmental Auditing Standards issued
by the Comptroller General of the United States. Those standards require that we plan and perform the
audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement. The financial statements of Lincoln Estates Redevelopment, L.P. were not audited in
accordance with Government Auditing Standards. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit and the report of the
other auditors provides a reasonable basis for our opinion.

In our opinion, based on our audit and the report of the other auditor, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the business-type
activities and the discretely presented component units of The Housing Authority of the City of
Evansville, Indiana as of December 31, 2011, and the respective changes in financial position and,
where applicable, cash flows thereof for the year then ended, in conformity with accounting principles
generally accepted in the United States.




In accordance with Government Auditing Standards, we have also issued a report dated August 17,
2012 on 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 to describe the scope of our testing of internal control over
financial reporting and compliance and the results of that testing, and not to provide an opinion on the
internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

Accounting principles generally accepted in the United States require that the management’s
discussion and analysis on pages 3 through 9 as well as the retirement plan schedule of funding
progress and employer contributions on page 28 be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial
reporting for placing the basic financial statements in an appropriate operational, economic, or historical
context. We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States, which consisted of
inquiries of management about the methods of preparing the information and comparing the information
for consistency with management’s responses to our inquiries, the basic financial statements, and other
knowledge we obtained during our audit of the basic financial statements. We do not express an
opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidence to express an opinion or provide any assurance.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements of the
Authority taken as a whole. The schedule of expenditures of federal awards on pages 31-32 is
presented for purposes of additional analysis as required by U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and is not a
required part of the basic financial statements. The financial data schedule on pages 41-71 is
presented for purpose of additional analysis required by the Department of Housing and Urban
Development’s Real Estate Assessment Center and is also not a required part of the basic financial
statements. The schedule of expenditures of federal awards and the financial data schedule are the
responsibility of management and were derived from and relate directly to the underlying accounting
and other records used to prepare the financial statements. The 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 financial statements or the financial statements themselves, and
other additional procedures in accordance with auditing standards generally accepted in the United
States. In our opinion, the schedule of expenditures of federal awards and financial data schedule are
fairly stated in all material respects in relation to the basic financial statements taken as a whole.

Kt dnggst sy, 229

Indianapolis, Indiana
August 17, 2012
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

MANAGEMENT'’'S DISCUSSION AND ANALYSIS (UNAUDITED)
December 31, 2011

This section of The Housing Authority of the City of Evansville, Indiana’s (“the Authority”) annual financial report
presents management’s discussion and analysis of the Authority’s financial position, results of operations and
cash flows during the fiscal year ended December 31, 2011. This information is being presented to provide
additional information regarding the activities of the Authority and to meet the disclosure requirements of
Government Accounting Standards Board Statement No. 34, Basic Financial Statements — and Management's
Discussion and Analysis — for State and Local Governments. This analysis should be read in conjunction with the
Independent Auditors’ Report, financial statements and accompanying notes.

Introduction - The Housing Authority of the City of Evansville, Indiana

The Authority is a Public Housing Authority with a Board of Commissioners. The applicable jurisdictions appoint
the Board of Commissioners. However, the Authority has complete legislative and administrative authority and it
recruits and employs personnel. The Authority adopts a budget that is approved by the Board of Commissioners.
Subsidies for operations are received primarily from HUD. The Authority has substantial legal Authority to control
its affairs without local government approval; therefore, all operations of the Authority are a separate reporting
entity as reflected in this report. The Authority has two discretely presented component units: Lincoln Estates
Redevelopment, LP and Vision 1505, LP. Lincoln Estate Redevelopment, LP prepares separately issued
financial statements. The Authority is responsible for their debts and is entitled to surpluses.

The Authority’s financial statements include the operations of funds that the Authority has established to achieve
its purposes. The financial transactions of the Authority are recorded in the funds that consist of a separate set of
self-balancing accounts that comprise its assets, liabilities, net assets, revenues and expenses, as appropriate.
The Authority is a self-supporting entity and follows enterprise fund reporting.

This discussion and analysis is designed to assist the reader in focusing on significant financial issues and
activities and to identity any significant changes in net assets of the Authority. Readers are encouraged to
consider the information presented in conjunction with the financial statements as a whole, which follow this
section.

Financial Statements

The basic financial statements include three required statements, which provide different views of the Authority.
They are the Statement of Net Assets, the Statement of Revenue, Expenses and Changes in Net Assets and the
Statement of Cash Flows. These statements provide current and long-term information about the Authority and
its activities.

The Statement of Net Assets includes all assets and liabilities, both financial and capital, and short-term and long-
term, using the accrual basis of accounting, which is similar to the accounting method used by most private-sector
companies. Over time, changes in net assets may serve as a useful indicator of whether the financial position of
the Authority is improving or deteriorating.

All of the current year's revenues and expenses are accounted for in the Statement of Revenue, Expenses, and
Changes in Net Assets. This statement measures the success of the Authority’s operations over the past year
and can be used to determine whether the Authority has successfully recovered all of its costs through externally
funded programs, tenant rents and other revenue sources.



THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)
December 31, 2011

The primary purpose of the Statement of Cash Flows is to provide information about the Authority’s cash receipts
and cash payments during the accounting period. This statement reports cash transactions, including receipts,
payments, and net changes resulting from operations, noncapital financing, capital financing, and investing
activities.

The Notes to Financial Statements provide additional information that is essential to a full understanding of the
data provided in the basic financial statements.

Financial Highlights

e The Authority’s net assets increased by approximately $1.2 million during 2011 and $3.1 million during 2010.
These increases in net assets are primarily attributed to increased capital contributions under the capital
program which includes funds received from the American Recovery and Reinvestment Act (ARRA). The
increase in net assets declined in 2011 as the ARRA funding is winding down. Also, HUD issued fewer
vouchers under the Housing Choice Voucher program to require the Authority to start using the reserves.

e Operating revenues decreased by $375 thousand during 2011 and were approximately $14.8 million for 2011
and $15.2 million for 2010.

e The total operating expenses for Authority programs decreased by $1 million during 2011. Total expenses
were approximately $14.4 million for 2011 and $15.4 million for 2010.

¢ Non-operating income for the Authority decreased by $2.4 million during 2011. Total net non-operating
income was approximately $780 thousand for 2011 and $3.2 million for 2010.

The Authority has many programs that are consolidated into a single enterprise fund. The programs consist of
the following:

Low Rent Public Housing Program

This program is operated under HUD’s Annual Contribution Contract (ACC) and consists of the operations of the
low-rent public housing properties totaling approximately 958 units. The purpose of this program is to provide
decent and affordable housing to low-income families at reduced rents. The properties are owned, maintained,
and managed by the Authority. Funding for the program is provided by federal annual contributions and operating
subsidies and tenant rentals (determined as a percentage of family income, adjusted for family composition). The
Public Housing Program also includes the Capital Fund Program, which is the primary funding source for physical
and management improvements to the Authority’s properties

Housing Choice Voucher Program

Under the Housing Choice Voucher Program, the Authority provides rental housing assistance subsidies in
support of 1,906 housing units. The purpose of the program is to provide decent affordable housing to low-
income families and elderly and handicapped persons wherein rental assistance is provided by HUD. The

associated units are maintained and managed by private landlords.



THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

MANAGEMENT’'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

December 31, 2011

Other Programs

In addition to the significant programs noted above, the Authority also maintains other programs. Currently, the

Authority administers the following smaller programs:

Business Activities

Capital Funds

Youth Build Program

Resident Opportunity and Supportive Services
Residential Vocational Training

Net Assets

The following table is a condensed summary of net assets at December 31, 2011 and 2010:

2011 2010 $ Change % Change
Assets
Current assets $ 9,188,342 $ 6,875,770 $2,312,572 33.6%
Noncurrent investments 258,716 1,966,410 (1,707,694) (86.8%)
Capital assets, net 18,535,548 18,106,949 428,599 2.4%
Notes and mortgages receivable, long term, net 5,806 13,114 7,308 55.7%
Total assets $27,988,412  $26,962,243 $ 1,026,169 3.8%
Liabilities
Current liabilities $ 1,095,559 $ 1,429,974 $ (334,415) (23.4%)
Noncurrent liabilities 157,443 19,741 137,702 697.5%
Total liabilities $ 1,253,002 $ 1,449,715 $ (196,713) _13.0%
Net assets
Invested in capital assets $18,427,608  $18,106,949 $ 320,659 1.8%
Restricted 1,764,531 752,480 1,012,051 134.5%
Unrestricted 6,543,271 6,653,099 (109,828) _ (1.7%)
Total net assets $26,735,410  $25,512,528 $1,222,882 4.8%

Major Factors Affecting the Statement of Net Assets

Total assets of the Authority as of December 31, 2011 and 2010 amounted to $27,988,412 and $26,962,243,
respectively. Current assets primarily consist of cash and equivalents, certificates of deposits and receivables
from HUD. Non-current assets primarily consist of certificates of deposits and capital assets. Capital assets
include land, land improvements, leasehold improvements, structures, construction in progress and equipment.
All capital assets except for land and construction in progress are shown net of accumulated depreciation. The
principal changes in assets from December 31, 2010 to December 31, 2011 were increases in investments.



THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

MANAGEMENT’'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

December 31, 2011

Total liabilities of the Authority are $1,253,002 and $1,449,715 as of December 31, 2011 and 2010, respectively.
Current liabilities include accounts payable, accrued liabilities, deferred revenue, accrued compensated
absences, and notes payable. Current liabilities have decreased by $334,415 due to the decrease in accounts
payable. Noncurrent liabilities have increased by $137,702 due to the new loan liability for energy efficient

renovations.

Net assets represent the Authority’s equity, a portion of which is restricted for certain use. Net assets are divided
into three major categories. The first category, invested in capital assets, net of related debt shows the
Authority’s equity in land, structures, construction in progress, and equipment, net of related capital debt
outstanding. The next net asset category, restricted net assets, is reserved for the programs mandated by HUD.
The last category, unrestricted net assets, is available to use for any lawful and prudent purpose of the Authority.
Unrestricted net assets remained consistent with prior year.

Revenue, Expenses and Changes in Net Assets

The following table is a condensed summary of revenue, expenses and changes in net assets for the years ended

December 31, 2011 and 2010.

Operating Revenue

Tenant revenue

HUD grants

Investment income

Other governmental grants
Fraud recovery income
Other revenue

Total operating revenue
Operating Expenses

Administration

Tenant services

Housing assistance payments
Utilities

Ordinary maintenance and operations
Insurance

Other general expenses

Interest on notes payable
Depreciation

Total operating expenses
Operating income (loss)
Nonoperating income (expense)

Change in net assets

2011 2010 $ Change % Change

$ 2,536,754 $ 2,320,114 $ 216,640 9.3%
11,809,946 11,836,557 (26,611)  (0.2%)
51,961 98,853 (46,892)  (47.4%)
197,079 534,144  (337,065) (63.1%)
16,304 29,724 (13,420)  (45.1%)
235,530 317,573 (82,043) _(25.8%)
14,847,574 15136965 _ (289,391) _ (2.5%)
2,801,180 3,283,782  (482,602) (10.9%)
16,407 13,186 3221  24.4%
7,915,666 8,759,684  (844,018)  (9.7%)
1,051,355 989,769 61,586 6.6%
1,766,477 2,072,794  (306,317) (10.3%)
163,173 192,938 (29,765)  (15.4%)
683,343 178,855 504,488  147.8%
7,221 5,794 1,427  24.6%
1,610,232 1,432,572 177,660 _ 12.40%
16,015,054 _16,929.374 _ (914,320) _ (5.4%)
(1,167,480)  (1,792,409) 624,929 (34.87%)
2,390,362 4,870,284 (2,479.922) (50.92%)
$ 1222882 $ 3,077,875 $(1,854,993) _(60.3%)



THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

MANAGEMENT’'S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)

December 31, 2011

Major Factors Affecting the Statement of Revenue, Expenses and Changes in Net Assets

During 2011, the Authority’s operating loss was $1.2 million. Nonoperating income was $2.4 million which
consisted mostly of capital grant income.

During 2010, the Authority’s operating loss was $1.8 million. Nonoperating income was $4.9 million which
consisted mostly of capital grant income.

Operating revenues are shown in detail in the chart below:
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)
December 31, 2011

Operating Expenses are shown in detail in the chart below:

Operating Expenses — 2010 and 2011 (Dollars in Thousands)
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Capital Assets

As of December 31, 2011 and 2010, the Authority had $18.5 million and $18.1 million, respectively, invested in a
variety of capital assets as reflected in the following table:

2011 2010
Land $ 1,383,316 $ 1,372,716
Buildings and improvements 45,360,943 43,648,481
Furniture, equipment and machinery 2,205,218 2,306,772
Construction in progress 113,775 16,250
Accumulated depreciation (30,527,704) (29,237,270)
Net capital assets $18,535,548 $18,106,949

In 2011, the Authority made capital expenditures of $2.2 million while recognizing depreciation expense of $1.6
million and disposing of $170,000 worth of equipment.

In 2010, the Authority made capital expenditures of $3.9 million while recognizing depreciation expense of $1.4
million.
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MANAGEMENT’S DISCUSSION AND ANALYSIS (UNAUDITED) (CONTINUED)
December 31, 2011

Requests of Information

This financial report is designed to provide a general overview of the Authority’s finances and resources.
Questions concerning any of this information should be addressed to The Housing Authority of the City of
Evansuville, Indiana, 500 Court Street, Evansville, Indiana, 47708.

Requests for full financial information of the Component Units should be addressed to The Housing Authority of
the City of Evansville, Indiana, 500 Court Street, Evansville, Indiana, 47708.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA
STATEMENT OF NET ASSETS
December 31, 2011

ASSETS
Component Units

10

Primary Lincoln Estates Vision
Government Redevelopment, LP 1505, LP
CURRENT ASSETS
Cash and equivalents $ 1,178,987 $ 41,557
Restricted cash 191,531 130,739
Restricted cash - tenant security deposits 135,102 27,577
Investments 6,117,857
Restricted investments 1,314,284
Accounts receivable - HUD 161,329
Accounts receivable - other government 6,516
Accounts receivable - tenants, net 14,864 14,458
Accounts receivable - other 16,809
Accrued interest receivable 2,063
Prepaid expense and other current assets 48,300 $ 21,031
Notes and mortgages receivable - current portion 700 535
Total Current Assets 9,188,342 214,866 21,031
CAPITAL ASSETS
Land 1,383,316 467,800 126,000
Buildings and improvements 45,360,943 6,716,057
Furniture, equipment and machinery - dwellings 862,310 691,164
Furniture, equipment and machinery - administrative 1,342,908
Construction in progress 113,775 804,881
49,063,252 7,875,021 930,881
Less: Accumulated depreciation (30,527,704) (2,741,295)
Total Capital Assets 18,535,548 5,133,726 930,881
OTHER ASSETS
Notes and mortgages receivable, net of current portion 5,806
Restricted investments - long term 258,716
Deferred charges, net of accumulated amortization of $50,384 51,229
Total Other Assets 264,522 51,229
TOTAL ASSETS $ 27,988,412 $ 5,399,821 $951,912




THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA
STATEMENT OF NET ASSETS (CONTINUED)

December 31, 2011

LIABILITIES AND NET ASSETS

CURRENT LIABILITIES
Accounts payable
Tenant security deposits
Deferred revenue
Accrued compensated absences - current portion
Accrued wages and payroll taxes
Accrued expenses
Other current liabilities
Current portion of long-term debt
Total Current Liabilities

NONCURRENT LIABILITIES
Other liabilities
Accrued compensated absences, net of current portion
Loan liability, net of current portion
Mortgage payable, net of current portion
Notes payable and advances, due to primary government
Total Noncurrent Liabilities

Total Liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted net assets

Unrestricted net assets
Total Net Assets

TOTAL LIABILITIES AND NET ASSETS

See accompanying notes.

Component Units

Primary Lincoln Estates Vision
Government Redevelopment, LP 1505, LP
$ 80,860 $ 33,079

135,102 27,627
6,474
176,158
93,568
470,547 147,042
63,139
69,711 30,038
1,095,559 237,786
18,601
50,613
88,229
1,833,619 $ 236,253
1,149,507
157,443 2,983,126 236,253
1,253,002 3,220,912 236,253
18,427,608 2,120,562 694,628
1,764,531
6,543,271 58,347 21,031

26,735,410 2,178,909 715,659

$ 27,988,412 $ 5,399,821 $951,912




THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN
NET ASSETS
Year Ended December 31, 2011

OPERATING REVENUE

Tenant revenue

HUD PHA operating grants

Other government grants

Investment income - unrestricted

Fraud recovery income

Other revenue

Loss on sale of capital assets
Total Operating Revenue

OPERATING EXPENSES
Administration
Tenant services
Housing assistance payments
Utilities
Ordinary maintenance and operations
Insurance
Other general expenses
Interest expense
Depreciation expense

Total Operating Expenses

Operating Loss
NONOPERATING INCOME (EXPENSE)

Insurance proceeds

Extraordinary maintenance

Capital grants

Total Nonoperating Income (Expense)

INCREASE (DECREASE) IN NET ASSETS
CAPITAL CONTRIBUTIONS

NET ASSETS
Beginning of Year

End of Year

See accompanying notes.

Component Units

Primary Lincoln Estates Vision
Government Redevelopment, LP 1505, LP
$ 2,536,754 $ 630,722

11,809,946

197,079
51,961
16,304
246,233 14,423
(10,703)
14,847,574 645,145
2,801,180 111,957
16,407

7,915,666

1,051,355 76,254

1,766,477 186,636

163,173 17,625
683,343 84,319
7,221 120,072

1,610,232 276,108

16,015,054 872,971

(1,167,480) (227,826)

46,103
(6,500)

2,396,862

2,390,362 46,103

1,222,882 (181,723)

$ 715,659
25,512,528 2,360,632
$ 26,735,410 $2,178,909 $ 715,659
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

STATEMENT OF CASH FLOWS
Year Ended December 31, 2011

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from dwelling rent
Cash received from HUD grants
Cash received from other governmental grants
Cash received from other sources
Cash payments to employees for services
Cash payments for employee benefits
Cash payments to participants in the Housing Choice Voucher Program
Cash payments to other suppliers for goods and services
Net Cash Provided by Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES
Purchases of capital assets
Proceeds from sale of capital assets
Capital grants received
Net Cash Provided by Capital and Related Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from release of restricted cash
Net purchase of certificates of deposit
Interest received
Principal payments on mortgages receivable

Net Cash Used by Investing Activities

DECREASE IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS
Beginning of Year

End of Year

Reconciliation of Increase in Net Assets to Net Cash Provided by
Operating Activities:
Increase in net assets
Depreciation expense
Loss on sale of capital assets
Capital grants revenue
Interest revenue
Decrease in allowance for doubtful accounts - tenants receivable
(Increase) decrease in certain current assets:
Restricted cash - escrow accounts
Accounts receivable - HUD
Accounts receivable - other government
Accounts receivable - tenants
Accounts receivable - other
Prepaid expenses and other current assets
Increase (decrease) in certain liabilities:
Accounts payable
Deferred revenue
Other liabilities

Net Cash Provided by Operating Activities

See accompanying notes.

12

Primary

Government

$ 2,537,458
11,799,297
218,613
386,753

(2,152,985)
103,451
3,465,730
1,416,196

97,070
(3,241,697)

55,206

7,658
(3,081,763)

(2,984,869)

2,553,624

$ (431,245)

$ 1,222,882
1,610,232
10,703
(2,396,862)
(51,961)
(25,484)

51,606
(10,649)
21,534
25,837
72,610
(38,193)

(632,471)
351
430,795

$ 290930



THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS
December 31, 2011

NOTE 1 - SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of The Housing Authority of the City of Evansville, Indiana (the
“Authority”) is presented to assist in understanding the Authority’s financial statements. The financial statements
and notes are representations of the Authority’s management, who is responsible for their integrity and objectivity.
These accounting policies conform to accounting principles generally accepted in the United States and have
been consistently applied in the preparation of the financial statements.

Nature of Operations: The Authority, a governmental entity, is organized under the laws of the State of Indiana
(“State”) for the purpose of engaging in the development and administration of low-rent housing programs. The
Authority owns and operates 958 public housing units and administers 1,906 Section 8 units under an Annual
Contributions Contract (ACC) in Evansville, Indiana.

The Authority’s activities include the following programs:

Low Rent Public Housing Program — This program is operated under HUD’s ACC and consists of the operations
of the low-rent public housing properties totaling approximately 958 units. The purpose of this program is to
provide decent and affordable housing to low-income families at reduced rents. The properties are owned,
maintained, and managed by the Authority. Funding for the program is provided by federal annual contributions
and operating subsidies and tenant rentals (determined as a percentage of family income, adjusted for family
composition). The Public Housing Program also includes the Capital Fund Program, which is the primary funding
source for physical and management improvements to the Authority’s properties

Housing Choice Voucher Program — Under the Housing Choice Voucher Program, the Authority provides rental
housing assistance subsidies in support of 1,906 housing units. The purpose of the program is to provide decent
affordable housing to low-income families and elderly and handicapped persons wherein rental assistance is
provided by HUD. The associated units are maintained and managed by private landlords.

Other Programs: In addition to the significant programs noted above, the Authority also maintains other
programs. Currently, the Authority administers the following smaller programs:

Business Activities

Capital Funds

Youth Build Program

Resident Opportunity and Supportive Services
Residential Vocational Training

Reporting Entity: Governmental Accounting Standards Board (GASB) Statement No. 14, The Financial
Reporting Entity, GASB Statement No. 39, Determining Whether Certain Organizations are Component Units,
and GASB Statement No. 61, The Financial Reporting Entity, Omnibus, establishes criteria for determining the
governmental reporting entity and component units that should be included within the reporting entity. Under the
provisions of these statements, the Authority is considered a primary government, since it is a special purpose
government that has a separate governing body, is legally separate, and is fiscally independent of other state or
local governments.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 1 - SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

The 7-member Board of Commissioners of the Authority is appointed to 4 year staggering terms by the Mayor of
the City of Evansuville, but the Authority designates its own management. The City of Evansuville is not financially
accountable for the Authority as it cannot impose its will on the Authority, and there is no potential for the
Authority to provide financial benefits to, or impose financial burdens on the City of Evansville. Accordingly, the
Authority is not a component unit of the financial reporting entity of the City of Evansville.

The Authority has included as blended component units the activities for Advantix Development, Inc., a non-profit
organization, Lincoln Estates Redevelopment, Inc., a non-profit organization, and ADCV1505, Inc., a for-profit
organization. Advantix Development, Inc., Lincoln Estates Redevelopment, Inc. and ADCV1505, Inc. are shown
as blended component units because the Authority has financial accountability and control over their boards of
directors and management.

The Authority has included, as a discretely presented component unit, the activity for Lincoln Estates
Redevelopment Partnership, L.P. ("Lincoln Estates"). The discrete method presents the financial statements of
the component unit outside of the basic financial statement totals of the primary government. This entity is shown
as a discretely presented component unit because the Authority is financially accountable for it; however, they do
not have full ownership over the entity. Lincoln Estates Redevelopment, Inc. (which is included as a blended
component of the Authority) has a .01% general partner interest in Lincoln Estates. Lincoln Estates is a 112 unit,
residential apartment project known as Lincoln Estates Apartments located in Evansville, Indiana

The Authority has also included, as a discretely presented component unit, the activity for Vision 1505, L.P.
(“Vision™”). This entity is shown as a discretely presented component unit because the Authority is financially
accountable for it; however, they do not have full ownership over the entity. ADC V1505, Inc. (which is included
as a blended component of the Authority) has a .001% general partner interest in Vision. Vision is a 32 unit,
residential supportive apartment project known as Vision 1505 located in Evansville, Indiana. Rental operations
for Vision is expected to begin during 2012.

Requests for full financial information of the Component Units should be addressed to The Housing Authority of
the City of Evansville, Indiana, 500 Court Street, Evansville, Indiana, 47708.

Basis of Presentation: The Authority’s financial statements have been prepared in accordance with accounting
principles generally accepted in the United States as prescribed by the Governmental Accounting Standards
Board (GASB). The Authority accounts for all of its activity as a Proprietary Fund which includes Business-Type
activities that are financed in whole or in part by fees charged to external parties.

Estimates: The preparation of financial statements, in conformity with accounting principles generally accepted
in the United States, requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities (and disclosure of contingent assets and liabilities, if any) at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 1 - SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Measurement Focus, Basis of Accounting and Financial Statement Presentation: The Authority’s financial
statements are reported using the economic resources measurement focus and the accrual basis of accounting.
The Authority applies all applicable Governmental Accounting Standards Board (GASB) pronouncements, as well
as all Financial Accounting Standards Board (FASB) pronouncements issued on or before November 30, 1989
and those issued after that date which do not contradict any previously issued GASB pronouncements.

The Authority distinguishes operating revenues and expenses from non-operating items. Operating revenues and
expenses generally result from providing services in connection with the Authority’s principal ongoing operations.
Principal operating revenues are tenant rents and HUD grants. Operating expenses include administration,
maintenance, insurance, depreciation, utilities, housing assistance payments and other general expenses. All
revenues and expenses not meeting these definitions are reported as non-operating revenues and expenses.
This includes capital subsidy for the capital fund program.

Revenue Recognition: Tenant rent revenue is recorded as rentals become due. Rental payments received in
advance, if any, are deferred until earned.

The Authority has entered into ACCs with HUD to develop, manage and own public housing projects and to
administer the federal Section 8 programs whereby the Authority pays the owner a portion of the rent, a housing
assistance payment (HAP), on behalf of the family. Such contributions are reflected as HUD grants in the
accompanying financial statements.

The Component Units recognize net rent revenue in the period in which the rent is earned. In accordance with
HUD financial reporting requirements, gross potential rent revenue represents total possible rent revenue as if all
units are 100% occupied during the year. Net rent revenue earned represents gross potential rent revenue less
vacancies. Rents collected in advance are deferred until the rental income is earned.

Cash and Equivalents: For purposes of reporting cash flows, cash and equivalents include cash on hand and
on deposit and investments with an original maturity of three months or less.

Investments: All investments are reflected at fair value. Investments are restricted by the provisions of the HUD
regulations. Investments consist primarily of bank certificates of deposits with original maturities greater than
three months.

Accounts Receivable: Receivables consist of amounts invoiced to tenants for rents. The Authority provides an
allowance for doubtful accounts, which is based upon a review of outstanding receivables, historical collection
information and economic conditions. Delinquent accounts are written off based on management’s review of the
specific circumstances of each tenant. As of December 31, 2011, the allowance for doubtful accounts totaled
$11,001. In addition, other receivables consist of amounts due from HUD under reimbursements due under
grants.

Notes and Mortgages Receivable: Notes and mortgages receivable are carried at the principal amount

outstanding net of an allowance for doubtful accounts. As of December 31, 2011, allowance for doubtful accounts
totaled $1,149,507.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 1 - SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Capital Assets: Capital assets are recorded at cost. Maintenance and repairs are charged to expense as
incurred; renewals or betterments are capitalized. The Authority is in the practice of capitalizing capital asset
purchases over $500. Gain or loss on retirements and disposition of assets is credited or charged to operations,
and respective costs and accumulated depreciation are eliminated from the accounts.

Capital assets are depreciated using the straight-line method over the estimated useful lives as follows:

Buildings and improvements 10-39 years
Furniture, equipment and machinery 5-7 years

The Authority evaluates prominent events or changes in circumstances affecting capital assets to determine when
impairment of a capital asset has occurred. Impaired capital assets that will no longer be used are reported at the
lower of carrying value or fair value. Impairment of capital assets with physical damage generally should be
measured using the restoration cost approach, which uses the estimated cost to restore the capital asset to
identify the portion of the historical cost of the capital asset that should be written-off. No such impairment loss
was incurred during 2011.

Deferred Charges: Certain loan costs are being amortized on the straight-line method over the life of the related
loan, which approximate the effective interest method.

Compensated Absences: Compensated absences are those for which employees will be paid, such as vacation.
A liability for compensated absences that is attributable to services already rendered and that are not contingent
on a specific event that is outside of the control of the Authority and its employees are accounted for in the period
in which such services are rendered or in which such events take place.

Net Assets: The Authority classifies net assets for accounting and financial reporting purposes in the following
net asset categories:

= |nvested in capital assets, net of related debt — This component of net assets consists of capital assets, net of
accumulated depreciation, costs to be recovered from future revenues, and unamortized debt expense
reduced by the outstanding balances of any bonds, mortgages, notes, or other borrowings that are attributable
to the acquisition, construction, or improvement of those assets.

= Restricted - This component of net assets consists of constraints placed on net assets use through external
constraints imposed by creditors (such as through debt covenants), contributors, or laws or regulations of other
governments or constraints imposed by law through constitutional provisions or enabling legislation.

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

Use of Restricted and Unrestricted Resources: When both restricted and unrestricted resources are available
for use, it is the Authority’s policy to use restricted resources first, and then unrestricted resources as they are
needed.

Property Taxes: The component units expense real estate and personal property taxes in the year of lien on the
property. The Authority is exempt from state and local property taxes.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 1 - SUMMARY OF ORGANIZATION AND SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Payments in Lieu of Taxes: Pursuant to an agreement with the County, the Authority may make payments in
lieu of taxes (PILOT). During 2011, the Authority made $144,130 of payments in lieu of taxes to the office of
Vanderburgh County Treasurer.

Primary Government Income Taxes: Income received or generated by the Authority is not subject to federal
income tax, pursuant to Internal Revenue Code Section 115. Interest paid on obligations issued by the Authority
is excludable from the gross income of the recipients, pursuant to Section 103(a) of the Internal Revenue Code of
1986, as amended. Contributions to the Authority are tax deductible contributions, pursuant to Sections
170(b)(1)(A)(v) and 170(c)(1) of the Internal Revenue Code of 1986, as amended.

Component Units Income Taxes: No provision for federal or state income taxes has been made in the
component units’ financial statements as the federal and state income tax effect on the component units’ activities
accrues to their partners.

Subsequent Events: The Authority has evaluated the financial statements for subsequent events occurring
through August 17, 2012, the date the financial statements were available to be issued. .

NOTE 2 — CASH DEPOSITS AND INVESTMENTS

During the year ended December 31, 2011, the Authority held cash deposits and investments with several
financial institutions. Investments are primarily certificates of deposit.

Investment Policy: It is the policy of the Authority to invest its funds in a manner, which will provide the highest
investment return with maximum security while meeting the daily cash flow needs of the Authority, and comply
with all federal, state and local statutes or ordinances governing the investment of public funds. The Authority’s
investment policy requires investment in instruments authorized by HUD Notice PIH 96-33.

Custodial Credit Risk: Custodial credit risk is the risk that the Authority will not be able to recover the value of its
deposits, investments or collateral securities that are in the possession of an outside party if the counterparty fails.
Investment securities are exposed to risk if the securities are uninsured, are not registered in the name of the
Authority, and are held by either the counterparty of the counterparty’s trust department or agent but not in the
Authority’s name. As of December 31, 2011, the Authority had not entered into any agreements subject to
custodial credit risk.

Cash is exposed to risk if it is not covered by depository insurance in the pledging financial institution. The
Authority’s cash is held at multiple financial institutions and is insured up to the FDIC limit of $250,000 for interest
bearing accounts, and unlimited insurance for non-interest bearing accounts. As of December 31, 2011, the
Authority had $9,196,477 of cash and investments, with a maximum risk of $1,776.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 2 — CASH DEPOSITS AND INVESTMENTS (CONTINUED)

Interest Rate Risk: Interest rate risk is the risk that changes in interest rates of investments will adversely affect
the fair value of an investment. The Authority’s investment policy limits investments to provide the optimum return
on the investment consistent with the cash management program of the Authority.

Investments are made based upon prevailing market conditions at the time of the transaction. The Authority
reviews its cash and investments in order to maintain adequate liquidity to meet its cash flow needs. Investments
will typically be limited to certificates of deposit maturing in periods of up to one year, or such lesser period that
coincides with expected disbursements by the Authority.

Credit Risk: Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations.

Concentration of Credit Risk: The Authority’s investment policy requires diversification of the overall portfolio to
eliminate the risk of loss resulting from an over concentration of assets in a specific maturity, a specific issuer
and/or a specific class of securities.

Foreign Currency Risk: Foreign currency risk is the risk that changes in exchange rates will adversely affect fair
value of an investment or a deposit. All of the Authority’s cash deposits and investments are denominated in
United States currency.

At December 31, 2011, the cash deposits and investments of the Authority with financial institutions were insured
as follows:

Balance per
Statement of Bank
Net Assets Balance
Cash and equivalents insured by FDIC
(up to $250,000 per bank for interest bearing,
unlimited for non-interest bearing) $1,503,844 $1,563,680
Certificates of deposit insured by FDIC
(up to $250,000 per bank) 7,690,857 7,690,857
Total Insured 9,194,701 9,254,537
Uninsured 1,776 1,776
Total Cash and Equivalents and Certificates of Deposit $9,196,477 $9,256,313

At December 31, 2011, the Authority had the following investments and maturities:

Credit Investment Maturities (in years)
Rating Fair Value <1 1-<5
Certificates of deposit N/A $ 7,690,857 $7,432,141 $ 258,716
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 2 — CASH DEPOSITS AND INVESTMENTS (CONTINUED)

Component Unit Deposits — As of December 31, 2011, Lincoln Estates’ carrying amount of deposits (excluding
petty cash) was $199,873. The bank balances held with financial institutions are entirely insured and are
classified as cash and equivalents on the statement of net assets.

Restricted Deposits — Regulations of the U.S. Department of Housing and Urban Development require that
security deposits be segregated from general funds of the Authority. Accordingly, the Authority and its
Component Units hold all security deposits in a separate interest-bearing account. At December 31, 2011,
amounts held for security deposits totaled:

Security Deposits — Primary Government $135,102
Security Deposits — Lincoln Estates 27,577

Pursuant to various agreements, the Authority and its Component Units must hold amounts in escrow for
restricted use. At December 31, 2011, amounts held in escrow totaled:

Escrow Deposits — Primary Government $ 18,601
Escrow Deposits — Lincoln Estates 130,739

Pursuant to regulations of the U.S. Department of Housing and Urban Development, housing assistance payment
funds must be restricted. At December 31, 2011, the amount held in restriction for these payments totaled:

Housing Assistance Payments — Primary Government $172,930
NOTE 3 - NOTES AND MORTGAGES RECEIVABLE

To aid low income families in purchasing homes through the Homebuyers Program, the Authority loans the buyer
a down payment on the mortgage and takes a promissory note secured by a subordinated deed of trust upon the
real estate. Providing the borrower does not refinance, sell, or transfer the property and is not in default of any
other deed of trust on the property, no payments are required and, in fact, the Authority is forgiving a portion of
the loan over a period of time. The balance of the mortgage receivable as of December 31, 2011 was $6,506.

The Authority has gross notes receivable and advances and an offsetting allowance of $1,149,507 for a loan

made to the Component Unit. The allowance fully covers the loan which is payable to the Authority and
dependent on uncertain cash flows.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 4 — CAPITAL ASSETS

The following is a summary of changes in the capital assets of the Authority for the year ended December 31,

2011;
Balance at Balance at
January 1, December 31,
2011 Additions Disposals Transfers 2011
Non-depreciable capital assets:
Land $ 1,372,716 $ 10,600 $ 1,383,316
Construction in progress 16,250 113,775 $ (16,250) 113,775
Total Non-Depreciable
Capital Assets 1,388,966 124,375 (16,250) 1,497,091
Depreciable capital assets:

Buildings and improvements 43,648,481 1,956,258 $260,046 16,250 45,360,943
Furniture, equipment
and machinery 2,306,772 72,352 173,906 2,205,218
Total Depreciable
Capital Assets 45,955,253 2,028,610 433,952 16,250 47,566,161
Total Accumulated
Depreciation 29,237,270 1,610,232 319,798 30,527,704
Total Depreciable
Capital Assets, Net 16,717,983 418,378 114,154 17,038,457
Total Capital Assets, Net  $18,106,949 $ 542,753 $114,154 $18,535,548
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 4 — CAPITAL ASSETS (CONTINUED)

The following is a summary of changes in the capital assets of Lincoln Estates for the year ended December 31,
2011:

Balance at Balance at
January 1, December 31,
2011 Additions Disposals Transfers 2011
Non-depreciable capital assets:
Land $ 467,800 $ 467,800
Total Non-Depreciable
Capital Assets 467,800 467,800
Depreciable capital assets:
Buildings and improvements 6,716,057 6,716,057
Furniture, equipment
and machinery 691,164 691,164
Total Depreciable
Capital Assets 7,407,221 7,407,221
Total Accumulated
Depreciation 2,470,267 $ 271,028 2,741,295
Total Depreciable
Capital Assets, Net 4,936,954 (271,028) 4,665,926
Total Capital Assets, Net $5,404,754 $ (271,028) $5,133,726

The following is a summary of changes in the capital assets of Vision for the year ended December 31, 2011:

Balance at Balance at
January 1, December 31,
2011 Additions Disposals Transfers 2011
Non-depreciable capital assets:
Land $ 126,000 $ 126,000
Construction in progress 804,881 804,881
Total Non-Depreciable
Capital Assets 930,881 930,881
Total Capital Assets $ 930,881 $ 930,881

21



THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 5 — RETIREMENT PLAN
Plan Description

The Authority elected to become a participating employer in the Indiana Public Retirement System (INPRS).
INPRS resulted from legislation passed in 2010 that merged the Public Employees’ Retirement Fund (PERF) and
the Teachers’ Retirement Fund (TRF), with the merger of the funds being effective July 1, 2011. The Authority
contributes to the INPRS, an agent multiple-employer retirement system that acts as a common investment and
administrative agent for units of state and local government in Indiana. INPRS is governed by state statutes
I.C.S. 5-10.2 and 5-10.3. As such, itis INPRS’s responsibility to administer the law in accordance with the
expressed intent of the Indiana General Assembly. INPRS is a qualified plan under the Internal Revenue Code
Section 401(a) and is tax exempt.

INPRS is a contributory defined benefit plan that covers substantially all Authority employees. INPRS retirement
benefits vest after 10 years of service. Senate Bill 74 enabled INPRS patrticipants to be eligible for early
retirement with 100% of the defined benefit pension if certain conditions were met. A participant may retire with
full benefits at age 60 with 15 or more years of service or at age 55 if the participant’s age plus years of service
equals 85 or more (Rule of 85). If neither of the above conditions is met, a participant may retire with 100% of the
pension benefit at age 65 with 10 or more years of service. This annual pension benefit is equal to 1.1% times
the average annual salary times the number of years and months of INPRS-covered employment. The average
annual salary used for calculating the pension benefit is an average of the participant’s highest five years of
employment earning within the 10 years preceding retirement.

Participants who retire between the ages of 50 and 65 with 15 or more years of service receive a pension benefit
that is reduced by various percentages according to the participant’s age.

Participants have two choices regarding their annuity savings account. They may elect to receive the
contributions and accumulated earnings in a lump sum at retirement, or, they may choose to receive the annuity
amount as a monthly supplement to their employer-provided pension described in the paragraph above.

INPRS issues a publicly available financial report that includes financial statements and required supplementary
information. That report may be obtained by writing to INPRS, One North Capitol, Suite 001, Indianapolis, Indiana
46204.

Funding Policy
The Authority contributes the participant’s required contribution of 3% of their annual salary to an annuity savings
account that may be withdrawn at any time with interest should a participant terminate employment. The

Authority is required by State statute to contribute at an actuarially determined rate. The current rate is 7.0% of
annual covered payroll. The contribution requirements of participants are determined by State statute.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 5 — RETIREMENT PLAN (CONTINUED)
Annual Pension Cost

For the 2011 plan year, the Authority's annual contribution of $113,857 was less than the required contribution of
$215,725. The INPRS funding policy provides for actuarially determined periodic contributions at rates that
change so that sufficient assets will be available to pay benefits when due. The required contributions were
determined as part of the June 30, 2011 actuarial valuation using the entry age normal cost method. The asset
valuation method is 4-year smoothing of gains/losses on market value with a 20% corridor. The actuarial
assumptions included (a) a rate of return on investment of present and future assets of 7.0% per year,
compounded annually; (b) projected salary increases based on INPRS experience from 2005 to 2010; and (c)
assumed annual post retirement benefit increases of 1.0%. INPRS uses the method of establishing a new gain or
loss base each year to amortize the unfunded liability over a 30-year open period.

NOTE 6 — COMPENSATED ABSENCES

Authority employees are granted vacation and sick leave in varying amounts. In the event of termination, an
employee is reimbursed for accumulated vacation. Sick leave is not vested and is not paid to an employee upon
separation. Vested or accumulated vacation is recorded as an expense and liability as the benefits accrue to
employees. Sick leave is recorded as an expense as the employee utilizes it. A liability has been recorded for
compensated absences totaling $226,771 at December 31, 2011.

NOTE 7 — LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS

Primary Government

On November 29, 2010, the Authority obtained a loan from the Corporation for Supportive Housing, in the amount
of $50,000. The note is to cover predevelopment fees for the Vision 1505, LP project. The loan bears an interest
rate of 10% annually, matures at the earlier of either December 31, 2012, or the closing of the construction
financing. The loan was disbursed to the Authority on January 31, 2011. All principle and interest is due upon
maturity. As of December 31, 2011, the principle balance was $50,000.

On November 23, 2011, the Authority entered into a financing agreement to purchase energy efficient equipment
for $1,079,391. As of December 31, 2011, $107,940 had been drawn on the loan. Beginning July 15, 2012,
monthly payments of $7,533, including principle and interest are required. The loan bears interest at 4.70%
annually and matures November 15, 2026. The loan is secured by the purchased equipment.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 7 — LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS (CONTINUED)

Debt service requirements of the Authority as of December 31, 2011 are as follows:

Payable In Principal Interest
2012 $ 69,711 $ 30,488
2013 4,221 4,555
2014 4,704 4,746
2015 5,201 4,514
2016 5,769 4,257
2017-2021 37,952 16,450
2022-2026 30,382 6,029
Total Requirements $157,940 $ 71,039
Balance at Balance

January 1, Additions/ December 31, Due within

2011 Transfers Retirements 2011 one year

Loan payable to the Corporation

for Supportive Housing $ 50,000 $ 50,000 $ 50,000
Loan payable to bank 107,940 107,940 19,711
Total Loans Payable $157,940 $157,940 $69,711

Component Unit — Lincoln Estates

The mortgage note, dated February 8, 2002, is due to the Class B Special Limited Partner. The note was
originally due in monthly installments of principal and interest through February 8, 2022, at which time the
remaining balance was due. The mortgage note had an original balance of $2,060,000. The note is secured by a
first deed of trust on the rental property and an assignment of tenant rents.

On January 13, 2009, the terms of the note were modified. Effective March 8, 2009, monthly payments, including
principal and interest of $13,689 were required. The loan bore interest at 7.375% annually through February 8,
2011. On March 8, 2011, the lender at its option adjusted the interest rate to the prime rate plus 3.1%. The
effective rate as of December 31, 2011 was 6.35%. At December 31, 2011, the note had an outstanding balance
of $1,863,657. The note now matures on October 8, 2036.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 7 — LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS (CONTINUED)

Debt service requirements of Lincoln Estates as of December 31, 2011 are as follows:

Payable In Principal Interest
2012 $ 30,038 $ 137,956
2013 33,348 135,949
2014 37,023 133,788
2015 41,095 131,463
2016 45,615 127,031
2017-2021 233,388 587,952
2022-2026 337,081 484,259
2027-2031 486,844 334,496
2032-2036 619,225 126,879

Total Requirements $1,863,657 $2,199,773

On June 4, 1999, Lincoln Estates obtained a loan from the primary government, in the amount of $567,800. The
loan is noninterest-bearing, matures in 2029 and is secured by a second deed of trust on the rental property and
an assignment of rents.

Also on June 4, 1999, Lincoln Estates obtained a loan from the Original General Partner, in the amount of
$392,000. The loan is noninterest bearing, matures in 2029 and is secured by a third deed of trust on the rental
property and an assignment of rents. In 2007, the loan was assigned to the primary government.

Balance at Balance
January 1, Additions/ December 31, Due within
2011 Transfers Retirements 2011 one year
Mortgage payable to Class B
Special Limited Partner $1,894,033 $30,376  $1,863,657 $30,038
Loans payable to primary
government 959,800 959,800
Advances due to primary
government (see Note 12) 189,707 189,707
Total Notes Payable
and Advances $3,043,540 $30,376 $3,013,164 $30,038

Component Unit — Vision

In October 2011, Vision obtained a loan from the Indiana Housing and Community Development Authority
(IHCDA), in the amount of $500,000. The loan bears interest at 3%, which accrues on all advances during
construction with a one-time interest payment at the conversion date. The loan matures on October 1, 2028. The
term of the loan is 17 years with a two year construction term, when the loan will convert to a term note. The loan
requires annual payments of $25,510 beginning on September 1, 2014. At December 31, 2011, $236,253 was
drawn on the loan.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 7 — LONG-TERM DEBT AND OTHER LONG-TERM OBLIGATIONS (CONTINUED)

Balance at Balance
January 1, Additions/ December 31, Due within
2011 Transfers Retirements 2011 one year
Loan payable to IHCDA $236,253 $236,253

NOTE 8 — RISK MANAGEMENT

The Authority is exposed to various risks of loss from torts, theft of, damages to, or destruction of assets,
business interruption, errors or omissions, job related illnesses or injuries to employees, and natural disasters.
The Authority has purchased commercial insurance to mitigate its exposure to such losses. The various
insurance policies are subject to deductible amounts and maximum coverages. If the deductible and maximums
are exceeded, this could cause the Authority to suffer losses if a loss is incurred from any such incidents. The
ultimate outcome of such uninsured losses cannot presently be determined, and no provision for any liability that
may result, if any, has been made in the financial statements. Settled claims to date have not exceeded coverage
levels, and insurance coverage levels, and insurance coverage, by major categories of risk, is consistent with
coverage in the prior year.

NOTE 9 — CONCENTRATIONS

The Authority is substantially funded by federal awards. The Authority received 82% of its total revenue from a
single Federal Agency during the year ended December 31, 2011. Management does not anticipate any material
change in funding.

A portion of the labor costs of the Authority are attributable to employees under a collective bargaining
agreement. Consequently, the Authority is subject to this agreement with respect to wages and other labor-
related matters.

NOTE 10 — CONTINGENCIES

The Authority is party to various legal proceedings, which seek damages or injunctive relief generally incidental to
its operations and pending projects. The Authority’s management is of the opinion that the ultimate disposition of
various claims and legal proceedings will not have a material effect, if any, on the financial condition of the
Authority.

The Authority has received several federal grants for specific purposes which are subject to review and audit by
the grantor agencies. Such audits could lead to requests for reimbursements to grantor agencies for
expenditures disallowed under the terms of the grant. Based upon prior experience, management believes such
disallowances, if any, will be immaterial.

Pursuant to the HUD Office of Inspector General audits conducted in 2002 and 2004, the Authority had an initial
contingent repayment of $1,518,517 to HUD which was subsequently reduced to $1,145,883. The Authority and
HUD have agreed to negotiated terms for resolution of these audits that requires the Authority to continue with its
Homeownership program. As long as the Authority is maintaining the Homeownership program, HUD will not seek
repayment of the amounts due from the audits and eventually, over time as homes continue to be sold, the
contingent liability will be reduced to zero. Therefore this contingent repayment is not recorded as a liability on the
statement of net assets.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTES TO FINANCIAL STATEMENTS (CONTINUED)
December 31, 2011

NOTE 11 — RELATED PARTY INFORMATION

The Authority has advanced funds to Lincoln Estates in the amount of $1,149,507 during prior years.
Management has declared the entire amount uncollectible and has set up an allowance for doubtful accounts in
the amount of $1,149,507 as of December 31, 2011.

Also, the Authority has transacted certain activity with various entities that are managed by a member of the
Board of Commissioners. The Board member does not have any ownership in these entities. The Board
member's management company receives a management fee for managing the operations of these entities.
These entities (not the Board member) received housing assistance payments of approximately $167,158 during
2011 through the Authority’s Housing Choice Voucher Program. The HUD Indianapolis office has provided the
Authority a waiver allowing the Board member to serve in the capacity as a commissioner and continue his role in
managing these entities.

Component Unit — Lincoln Estates

Advances

The original general partner had advanced funds to the Project in order for it to meet financial obligations. These
advances were assigned to the Authority. As of December 31, 2011, outstanding advances amounted to
$133,713.

The Authority also advanced funds in the amount of $55,994 to the Project in order for it to meet financial
obligations. As of December 31, 2011, the outstanding advances amounted to $55,994.

Limited Partner Reporting Fee

The partnership agreement provides that an annual limited partner reporting fee of $7,500 be paid to the Limited
Partner from available net operating income. During the year ended December 31, 2011, $7,500 was charged to
operations. As of December 31, 2011, $52,500 was payable to the Limited Partner.

Incentive Management Fee

The partnership agreement provides that an incentive management fee be paid to the General Partner for
services in connection with the management of the Project. The fee is equal to 70% of available net operating
income and does not accrue. No incentive management fee was incurred for the year ended December 31, 2011.

Net Operating Income
Net Operating Income, as defined in the partnership agreement, is available for distribution after year end in
accordance with the partnership agreement. As of December 31, 2011, there was no Net Operating Income
available for distribution.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

RETIREMENT PLAN SCHEDULE OF FUNDING PROGRESS AND EMPLOYER CONTRIBUTIONS (UNAUDITED)

Year Ended December 31, 2011

(2) (2-1) [(2-1)/3]
1) Actuarial (Unfunded) UAAL as a Annual
Actuarial Accrued Overfunded (1/2) 3) Percentage Pension Percentage
Asset Value Liability (AAL) AAL Funded Covered of Covered Cost of APC
Valuation Date of Assets Entry Age (UAAL) Ratio Payroll Payroll (APC) Contributed
June 30, 2011 $ 2,246,115 $ 3,447,863 ($1,201,758) 65% $2,666,116 45% $217,045 52%
June 30, 2010 2,544,119 3,096,665 ($552,546) 82% 2,659,454 21% 125,835 90%
June 30, 2009 3,284,134 2,848,922 435,212 100% 2,631,337 -17% 102,637 104%
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Independent Auditors' Report on Internal Control over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

Year Ended December 31, 2011

Board of Commissioners
The Housing Authority of the City of Evansville, Indiana

We have audited the financial statements of the business-type activities (primary government) and the
discretely presented component units of The Housing Authority of the City of Evansville, Indiana (the
"Authority") as of and for the year ended December 31, 2011, which collectively comprise the
Authority’s basic financial statements and have issued our report thereon dated August 17, 2012. Our
report includes a reference to other auditors. We conducted our audit in accordance with auditing
standards generally accepted in the United States and the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United States.
Other auditors audited the financial statements of Lincoln Estates Redevelopment Partnership, L.P., as
described in our report on The Housing Authority of the City of Evansville, Indiana’s financial
statements. The financial statements of Lincoln Estates Redevelopment Partnership, L.P. were not
audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority’s internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority’s internal control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a material
misstatement of the entity’s financial statements will not be prevented, or detected and corrected on a
timely basis.
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Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
financial reporting that might be deficiencies, significant deficiencies or material weaknesses. We did
not identify any deficiencies in internal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority’s financial statements are free
of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

We noted certain matters that we reported to management of the Authority in a separate letter dated
August 17, 2012.

This report is intended solely for the information and use of the Board of Commissioners, management,
others within the Authority, and federal awarding agencies and is not intended to be and should not be
used by anyone other than these specified parties.

Katy, doggt st Ly

Indianapolis, Indiana
August 17, 2012
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
Year Ended December 31, 2011

Federal
CFDA
Federal Grantor Number
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT:
Low Rent Public Housing 14.850a
Section 8 Housing Choice Vouchers (a) 14.871
Capital Fund Program Cluster:
Public Housing Capital Fund Program 14.872
ARRA - Public Housing Capital Fund Competitive* 14.884
ARRA - Public Housing Capital Fund Stimulus* 14.885
Public Housing Family Self-Sufficiency under Resident
Opportunity and Supportive Services 14.877
Resident Opportunity and Supportive Services - Service Coordinators 14.870
U.S. DEPARTMENT OF LABOR
ARRA - Youthbuild* 17.274

TOTAL EXPENDITURES OF FEDERAL AWARDS

*  Grant relates to the American Recovery and Reinvestment Act of 2009

Total
Federal
Expenditures

$ 2,087,276

8,895,673

1,348,460
19,462

1,028,940
7,940

38,194

197,079
$ 13,623,024

(a) The Authority's expenditures include $7,915,666 of Housing Assistance Payments.

See accompanying note to schedule of expenditures of federal awards.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

NOTE TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE 1 - BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant activity of The Housing
Authority of the City of Evansville, Indiana (the Authority), a governmental entity. The information in this schedule
is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local Governments,
and Non-Profit Organizations. Therefore, some amounts presented in this schedule may differ from amounts
presented in, or used in the preparation of, the basic financial statements.
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Independent Auditors’ Report on Compliance with
Requirements that Could Have a Direct and
Material Effect on Each Major Program and

on Internal Control over Compliance
in Accordance with OMB Circular A-133

Year Ended December 31, 2011

Board of Commissioners
The Housing Authority of the City of Evansville, Indiana

Compliance

We have audited The Housing Authority of the City of Evansville, Indiana's (the "Authority") compliance
with the types of compliance requirements described in the U. S. Office of Management and Budget
(OMB) Circular A-133 Compliance Supplement that could have a direct and material effect on each of
the Authority’s major federal programs for the year ended December 31, 2011. The Authority’s major
federal programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility the
Authority’s management. Our responsibility is to express an opinion on the Authority’s compliance
based on our audit.

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

In our opinion, the Authority complied, in all material respects, with the compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs for
the year ended December 31, 2011. However, the results of our auditing procedures disclosed
instances of noncompliance with those requirements, which are required to be reported in accordance
with OMB Circular A-133 and which are described in the accompanying schedule of findings and
guestioned costs as items 2011-02, 2011-03, 2011-04, and 2011-05.




Internal Control Over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the Authority’s internal control over
compliance with the requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing our opinion on
compliance and to test and report on internal control over compliance in accordance with OMB Circular
A-133, but not for the purpose of expressing an opinion on the effectiveness of internal control over
compliance. Accordingly, we do not express an opinion on the effectiveness of the Authority’s internal
control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such that
there is a reasonable possibility that material noncompliance with a type of compliance requirement of a
federal program will not be prevented, or detected and corrected, on a timely basis.

Our consideration of the internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be deficiencies, significant deficiencies, or material weaknesses. We did not
identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, we identified certain deficiencies in internal control over
compliance that we consider to be significant deficiencies as described in the accompanying schedule
of findings and questioned costs as items 2011-01, 2011-02, 2011-03, 2011-04, and 2011-05. A
significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet important
enough to merit attention by those charged with governance.

The Authority’s responses to the findings identified in out audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the Authority’s responses and,
accordingly, we express no opinion on the responses.

This report is intended solely for the information and use of the Board of Commissioners, management,

others within the Authority, and federal awarding agencies and is not intended to be and should not be
used by anyone other than these specified parties.

Katyy, g irey 20

Indianapolis, Indiana
August 17, 2012
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2011

SECTION | — Summary of Auditors’ Results

Financial Statements
Type of auditor’s report issued [unqualified, qualified, adverse, or disclaimer]: Unqualified

Internal control over financial reporting:

o Material weakness(es) identified? yes v no
o Significant deficiency(ies) identified that are
not considered to be material weaknesses? yes v none reported
e Noncompliance material to financial statements
noted? yes v no
Federal Awards
Internal control over major programs:
e Material weakness(es) identified? yes v no
¢ Significant deficiency(ies) identified that are
not considered to be material weaknesses? v yes none reported

Type of auditor’s report issued on compliance for major programs
[unqualified, qualified, adverse, or disclaimer]: Unqualified

Any audit findings disclosed that are required to be
reported in accordance with section 510(a) of OMB
Circular A-133? v yes no

Identification of major programs:

CFDA
Numbers Name of Federal Program
14.850a Low Rent Public Housing
14.871 Section 8 Housing Choice Vouchers
14.872 Public Housing Capital Fund Program (CFP Cluster)
14.884 ARRA — Public Housing Capital Fund Competitive (CFP Cluster)
14.885 ARRA — Public Housing Capital Fund Stimulus (CFP Cluster)

Dollar threshold used to distinguish between
type A and type B programs: $408,691

Auditee qualified as low-risk auditee? yes v no
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended December 31, 2011

SECTION Il — Financial Statement Findings

None

SECTION Il — Federal Award Findings and Questioned Costs

U.S. Department of Housing and Urban Development

2011-01 Section 8 Housing Choice Voucher Program — CFDA #14.871
Significant Deficiency — Allowable Costs

Criteria: Per 24 CFR sections 982.151 and 982.152, PHAs may use HCVP funds only for
housing assistance payments to participating owners and for administration fees. Therefore,
internal controls should be in place to ensure purchases related to Federal programs are
appropriately authorized.

Condition and Context: We selected 40 disbursements for our testing of compliance with
allowable cost requirements. We noted that two of the disbursement’s department purchase
requisition (DPR) did not match what was ordered on the purchase order (PO). The amount
ordered was greater than the amount approved per the DPR.

Cause and Effect: A significant deficiency in internal control over compliance exists, as adequate
approval for purchases with Federal funding was not maintained for all disbursements. A failure
in the purchase approval process could result in unauthorized or unallowable disbursements.

Recommendations: The Authority should implement adequate internal controls and procedures
to ensure that purchases do not exceed the amount approved on DPRs.

Management Response: Management agrees with this finding. The recommended procedures
will be implemented as described above.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

2011-02

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended December 31, 2011

Section 8 Housing Choice Voucher Program — CFDA 14.871
Significant Deficiency — Special Tests — Housing Assistance Payments

Criteria: Per 24 CFR section 982.158 and 982 subpart K, HUD requires there to be a written
agreement between the Authority and the owner of the unit occupied by a housing choice
voucher program participant, known as a HAP contract. In addition, per 24 CFR sections 982.4,
982.54(d)(15), 982.158(f)(7), and 982.507, HUD requires that the tenant and the owner enter and
execute a written lease for a unit. These documents should be maintained in the tenant files.
There should be proper controls in place to prevent and detect when the tenant files are
incomplete.

Condition and Context: We selected 40 participant files for our testing of compliance with
eligibility requirements. We noted that 1 of the participant files did not contain a signed lease
agreement or a signed HAP contract. Thus, we were unable to verify the Authority’s compliance
with the related requirements for this file.

Cause and Effect: A significant deficiency in internal control over compliance exists, as adequate
documentation to demonstrate compliance with requirements was not maintained in all participant
files. Inadequate documentation could result in an incorrect housing assistance payment being
made on behalf of a participating family.

Recommendations: The Authority should implement adequate internal controls and procedures
to ensure that required documentation is maintained in the participant files.

Management Response: Management agrees with this finding. The recommended procedures
will be implemented as described above.
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2011-03

THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended December 31, 2011

Section 8 Housing Choice Voucher Program — CFDA 14.871
Significant Deficiency — Special Tests — Housing Assistance Payments

Criteria: HUD requires the Authority to fill out a HUD form 50058 every time a change in status
occurs. The rental payment amount per the HUD-50058 must match the HAP contract, which is
an agreement between the Authority and the owner of the unit, per 24 CFR section 982.158 and
982 subpart K.

Condition and Context: We selected 40 participant files for our testing of compliance with special
test requirements. We noted that 1 of the participant files’ HUD form 50058 rental payment did
not match the rental payment in the HAP contract. Thus, we were unable to verify the Authority’s
compliance with the related requirements for this file.

Cause and Effect: A significant deficiency in internal control over compliance exists, as the rental
payment per the HUD-50058 did not match the HAP contract for all participant files.
Inconsistencies in the documentation could result in an incorrect housing assistance payment
being made on behalf of a participating family.

Recommendations: The Authority should implement adequate internal controls and procedures
to ensure that the HUD-50058 form'’s rental payments match the HAP contracts

Management Response: Management agrees with this finding. The recommended procedures
will be implemented as described above.
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2011-04

2011-05

THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended December 31, 2011

Low Rent Housing Program — CFDA 14.850a
Significant Deficiency — Allowable Costs — Missing Timecard

Criteria: OMB Circular A-87 requires the Authority to maintain personnel activity reports
supporting the distribution of time charged for employees working on multiple activities or cost
objectives.

Condition and Context: We selected 40 timecards for our testing of compliance with allowable
costs. We noted that 1 of the 40 timecards was unable to be located. Thus, the Authority did not
maintain adequate documentation for all personnel costs selected.

Cause and Effect: A significant deficiency in internal controls over compliance resulted in the
missing timecard. Thus, the Authority was not in compliance with OMB Circular A-87 for the
selected cost item.

Recommendations: The Authority should implement adequate internal controls and procedures
to ensure that all timecards are maintained for each pay period in which an employee is charging
time directly to the grant.

Management Response: Management agrees with this finding. The recommended procedures
will be implemented as described above.

Low Rent Housing Program — CFDA 14.850a
Significant Deficiency — Special Tests — Declaration of Trust

Criteria: The Authority is required under 24 CFR part 941, subpart F, to have on file a current
Declaration of Trust (DOT) in a form acceptable by HUD for every public housing property owned
by the Authority that has been acquired, developed, maintained, or assisted with funds from the
Low Rent Housing funding.

Condition and Context: The Authority maintains 15 properties with Low Rent Housing Funding.
Of these 15 properties, only 8 were found to have current Declaration of Trust documents on file.

Cause and Effect: A significant deficiency in internal control over compliance resulted in the
Authority failing to maintain current Declaration of Trust documents. Thus, the Authority was not
in compliance with the related requirement.

Recommendations: We recommend that the Authority implement adequate internal controls to
ensure that Declarations of Trust documents are filed for every property maintained by the Low
Rent Housing Program

Management Response: Management agrees with this finding. The recommended procedures
will be implemented as described above.
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THE HOUSING AUTHORITY OF THE CITY OF EVANSVILLE, INDIANA

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year Ended December 31, 2011

U.S. Department of Housing and Urban Development

2010-03

2010-04

Section 8 Housing Choice Voucher Program — CFDA #14.871
Special Tests and Provisions — General Depository Agreement

Condition: This finding was a significant deficiency in internal control related to general
depository agreements maintained with banking institutions. The Authority maintains Housing
Choice Voucher funds with two banking institutions. The required depository agreement was in
place with only one banking institution as of the beginning of the year. A depository agreement
was obtained for the other institution in September 2010. A similar finding was noted in the 2009
schedule of findings and questioned costs as finding 09-03.

Recommendations: The auditors recommend that the Authority implement adequate internal
controls to ensure that general depository agreements are obtained from all banks in which the
Authority’s funds are deposited.

Current Status: The Authority obtained HUD Form 51999 in September 2010 from the second
banking institution, in response to the similar finding noted in the 2009 schedule of findings and
guestioned costs. The Authority now has depository agreements with both banking institutions.
No similar findings were noted in the 2011 audit.

Section 8 Housing Choice Voucher Program — CFDA 14.871

Eligibility — Incomplete Tenant Files

Condition: This finding was a compliance finding related to incomplete tenant files. One of the 40
participant files selected by the auditors for testing did not contain a signed lease agreement or a
signed HAP contract.

Recommendations: The auditors recommended that the Authority should implement adequate
internal controls and procedures to ensure that required documentation is maintained in the

participant files.

Current Status: Management is in the process of implementing the recommended procedures.
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