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INDEPENDENT AUDITORS” REPORT



“B c VELMA BgTLER & CO MPANYI L ! D. MEMBER OF: THE AMERICAN INSTITUTE OF CPAs

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS ' THE ILLINOIS CPA SOCIETY

INDEPENDENT AUDITORS' REPORT

Board of Commissioners U.S. Department of Housing and Urban Development
Housing Authority of the City of Muncie, Indiana Indianapolis Office
Muncie, Indiana Public Housing Division

151 North Delaware
Indianapolis, Indiana 46204-2526

We have audited the accompanying financial statements of the governmental and the business-type activities of
the Housing Authority of the City of Muncie, Indiana (the Authority), as of and for the year ended March 31,
2010, which collectively comprise the Authority’s basic financial statements as listed in the table 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 conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material misstaternent, 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 the significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinion.

Int our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental and business-type activities of the Housing Authority of the City of
Muncie, Indiana, as of March 31, 2010, and the respective changes in financial position and cash flows thereof
for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Gevernment Auditing Standards, we have also issued a report dated September 10, 2010, on
our consideration of the Authority’s internal control structure over financial reporting and our tests of
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters. The
putpose 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 cur audit.

In accordance with the U. 8. Office of Management and Budget’s (OMB) Circular A-133, Audits of States,
Local Governments and Non-Profit Organizations, we have also issued our report dated September 10, 2010, on
compliance with requirements applicable to each major program and internal controls over compliance. That
report is an integral part of an audit performed on the expenditure of federal awards and should be considered in
assessing the results of our engagement.

The management’s discussion and analysis on pages 3 — 8, are not a required part of the basic financial
statements but are supplementary information required by accounting principles generally accepted in the
United States of America. We have applied certain limited procedures, which consisted principally of inquiries
of management regarding the methods of measurement and presentation of the supplementary information.
However, we did not audit the information and express no opinion on it.

6 EAST MONROE, SUITE 400, CHICAGO, ILLINOIS 60603 OFFICE: (312) 419-1547  FAX: (312) 419-1798  EMAIL; VBANDCAQL, COM



Our audit was conducied for the purpose of forming an opinion on the financial statements that collectively
comprise the Housing Authority of Muncie, Indiana basic financial statements. The accompanying financial
data schedules are presented for purposes of additional analysis and are not a required part of the financial
statements. The accompanying schedule of expenditures of federal awards 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
of the Housing Authority. Such information has been subjected to the auditing procedures applied in the audit
of the basic financial statements and in our opinion, are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.
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Velma Butler & Company, Ltd.
Chicago, [llinois

September 10, 2010
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409 E. First St.
Muncie, IN 47302
www.anuncicha.com

September 10, 2010

To the Board of Comimnissioners of the
Housing Authority of the City of Muncie, Indiana
Muncie, Indiana

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Housing Authority of the City of Muncie, Indiana’s (the “Authority”) annual financial report
presents management’s discussion and analysis of the Authority’s financial performance during the fiscal year that
ended on March 31, 2010, with selective comparison to the financial performance for the fiscat year ended March 31,
2009, Please read it in conjunction with the Authority’s financial statements, which follow this section.

We are pleased to submit the financial statements of the Housing Authority of the City of Muncie, Indiana for the year
ended March 31, 2010. The accuracy of the data presented in the financial statements, as well as its completeness and
fairness of presentation, is the responsibility of management. All necessary disclosures to enable the reader to gain an
understanding of the Authority’s financial affairs have been included in the footnotes accompanying the general-
purpose financial statements. The purpose of the financial statements is to provide complete and accurate financial
information, which complies with reporting requirements of the U.S. Department of Housing and Urban Development
(“HUD} and the Governmental Accounting Standards Board.

FINANCIAL HIGHLIGHTS
s Net assets decreased by $1.5 million from $24.5 million at March 31, 2009 to $23 million at March 31, 2010.

»  The change in net assets increase from a deficit of $(159) thousand in fiscal year 2009 to a deficit of $(865)
thousand in fiscal year 2010. The change was due to lower reverues from HUD for operating grants and
higher depreciation expenses.

s Revenues decreased by $336 thousand or 4.5% to $7.2 million from $7.5million during 2010, HUD grants
during the period decreased by $254 thousand.

e Expenses increased by $307 thousand during the year, from §7.7 million during 2009 to $8.1 million during
2010, The increase occurred mainly in depreciation.

= Total assets decreased $1.2 million to $24.6 million at March 31, 2010 from $25.8 million at March 31, 2009.
s The change occurred primarily in fixed assets, Fixed assets decreased by $1.3 million from $18.5 million at

March 31, 2009 to $17.2 million at March 31, 2010. This decrease was the result of higher depreciation.
The Hope VI program was completed in fiscal year 2009, Depreciation began on those assets.

» Total liabilities increased by $287 thousand, from $1.3 million at March 31, 2009 to $1.6 million at March
31, 2010. This increase was primarily due to deferred interest on the outstanding loans for Millennium Place.



OVERVIEW OF THE FINANCIAL STATEMENTS

The Authority’s basic financial statements are presented as an enterprise fund. Operations include two separate and
distinct housing activities and various client service activities, The enterprise funds include the low rent housing
program and the housing choice voucher progtam. The Low Rent Housing program is funded by income-based rents
received from residents and operating subsidies from HUD.

Under the housing choice voucher program, the Authority enters into housing assistance payment contracts with
eligible landlords. HUD pays housing assistance payments, which includes tenant rents and a management fee to the
Authority for operating the program.

Client services and programs are supported by several grants - congregate housing, Ross and the neighborhoods
network grant, which allows the authority to provide the delivery and coordination of supportive services and other
activities to help residents attain economic self-sufficiency and elderly residents with disabilities to continue to live
independently. '

The financial statements are presented in three sections: management’s discussion and analysis (this section), the basic
financial statements and supplementary information.

The management discussion and analysis section includes information on the past and future accomplishments of the
Authority. It focuses on analysis of the financial statements and the improvements on the Authority’s management.

The financial section provides both long-term and short-term information about the Authority’s overall financial
status. The financial statements also include notes that explain some of the information in the financial statements and
provide more detailed data. The statements are followed by a section of other supplementary information that further
explains and supports the information in the financial statements.

The Authority’s financial statements are prepared in conformity with accounting principles generally accepted in the
United States of America (“GAAP”) as applied to government units, Enterprise Funds are used to account for the
flow of economic resources measurement focus and use the accrual basis of accounting. Under this method, revenues
are recorded when earned and expenses are recorded at the time liabilities are incurred. All assets and liabilities
associated with the operation of these funds are included on the balance sheet.

The bottom of the Statement of Revenues, Expenses and Changes in Net Assets reports the Authority’s net assets and
how they have changed from the previous year. Net assets are the difference between the Authority’s assets and
liabilities, which is one way to measure the Authority’s financial health or position.

Additionally, the Authority is required to undergo an annual single audit in conformity with the provisions of the
Single Audit Amendments of 1996 and the United States Office of Management and Budget’s (*OMB”) “Audits of
State and Local Governments” as provided in OMB Circular A-133. Information related to this single audit, including
a schedule of expenditures of federal assistance, the independent auditor’s repotts on internal controls and compliance
with applicable laws and regulations, and a schedule of findings and questioned costs will be issued with this report.

FINANCIAL ANALYSIS OF THE AUTHORITY

Net Assets

Net assets represent the difference between total assets and total liabilities. As shown in Table 1, the Authority’s total
net assets at March 31, 2010 were approximately $23 million, a 6.27 percent decrease from the March 31, 2009
balance of $24.5 million.

Total assets also decreased by 4.83 percent to approximately $24.6 million. This decrease due primarily to decreases
in fixed assets and cash on hand. :

The current assets portion of fixed assets decreased by 14.88 percent, or approximately $222 thousand, principally
due to a decreases in cash and cash equivalents and a slight decrease in accounts receivable.

Non-current assets decreased by 4.22 percent or approximately $1 million. This decrease due to the depreciation of
fixed assets.




The increase in deficit change met assets from the previous year occurred because mainly because the authority
received less operating and capital grants from HUD. As stated previously the construction for the HOPE V1 program
was completed. The operating subsidies were less because of fewer units and the decrease in subsidy amounts were
not offset by rents.

Total liabilities increased by $287 thousand or about 21.34 percent from $1.3 million at March 31 2009, to $1.6
million at March 31, 2010. The increase occurred because of deferred interest income.

Table 1
Muncie Housing Authority Net Assets
(in thousand dollars)

Total
Percentage
2010 2009 Change Change
Current Assets $ 1,276 § 1,492 § (222) -14.88 %
Non-cutrent Assets 23,336 24,363 (1,027) -4.22 %
Total Assets 24,606 25,855 §  (1,249) -4.83 %
Total Current Liabilities 227 228 § (1) -0.44 %
Total Non Current Liabilities 1,405 1,117 288 25.78 %
Total Liabilities 1,632 1,345 287 21.34 %
Invested in Capital Assets, Net 17,2062 18,479 (1,277} -6.91 %
Unrestricted 5,375 5,186 189 3.64 %
Restricted Net Assets 397 845 (448) -53.02 %
Total Net Assets 22,974 24,510 (1,536) -6.27 %
Total Liabilities and Net Assets $__ 24,606 § 25855 §__ (1,249) -4.83 %

Change in Net Assets

Overall net assets decreased by approximately $1.5 million or 6.27 percent at March 31, 2010. Revenues were §7.2
million and expenses were $8.1 million.

As shown in Table 2, the Authority’s total operating revenues, which included HUD Operating and Capital Grants,
tenant rents, interest and other income decreased by $336 thousand or 4.45 percent, while total operating expenses
increased by $370 thousand or 4.8 percent, from approximately $7.7 million in 2009, to $8.1 million at March 31,
2010.

Table 2
Changes in Muncie Housing Authority’s Net Assets
(in thousand dollars)

Total

Percent

2010 2009 Change Change

Revenues b 7.213 % 7,549 $ (336) -4.45%

Operating Expenses 6,567 6,547 20 0.31%
Pepreciation 1,512 1,162 350 30.12%

Total Operating Expenses 8,079 7,709 370 4.80%
Change in Net Assets (865) {159) {706) 444.03%
Total Net Asséts, Beginning 24,509 24,669 (160) -0.65%

Prior Period Adjustments (670) (670)
Total Net Assets, Ending $ 22,974% 245108 (1,536) -6.27%




As previously stated, operating expenses increased by approximately 4.8 percent, changes are shown below in Table 3:
Table 3
Muncie Housing Authority’s Operating Expense
(in thousand dollars)

2010 2009 Change Total Percent

Administrative Expenses $ 1,371% 1410% 39 (2.78) %
Tenant Services 1 9 (8 (88.10) %
Utilities Expenses 306 333 27 (7.96) %
Ordinary Maintenance 353 416 {63) (15.15) %
General Expenses 192 180 12 6.67 %
Extra Ordinary Maintenance 5 5 - - %
Housing Assistance Payments 4,339 4,194 145 346 %
Depreciation Expense 1,512 1,162 350 30.12 %
Total Qperating Expenses $  8079% 7709 % 370 4.80 %

Tncreases occurred in housing assistance payments and depreciation. The increase in depreciation is due to the
depreciation of assets placed in service because of the completion of the HOPE VI program, as previously discussed.
Once the program is complete, the assets are placed in use and begin to accumulate depreciation. The increase in
housing assistance payments also resulted in increases revenues from HUD.

BUDGETARY CONTROL

Budgetary control is exercised over programs through internal control methods that ensure compliance with legal
provisions incorporated in annual program budgets approved by HUD and the Board of Comunissioners. The activities
of the Authority’s enterprise fund are included in the annual budgeting process. Capital project budgets contained in
the Authority’s Low Rent Housing program are adopted for the length of the capital projects then annualized to
strength cost monitoring and completion of timetables.

CAPITAL: ASSETS

Capital assets decreased by $1,277,014 from $18,478,726 to $17,201,712, as shown in the table below:

Additions and
March 31, 2009 Deletions March 31, 2010
Land and Structures b 27,115,649 3% (301,113} $ 26,814,536
Equipment and Furniture 512,462 512,462
Construction in Progtess 7,954,882 531,685 §,486,567
Less Accumn. Depreciation (17,104,267) (1,507,586) (18,611,854)
Total Fixed Assets $ 18,478,726 $ (1,277,014) § 17,201,712

The decreases were attributable to a correction in soft cost previously capitalized and to depreciation.



MAJOR INITIATIVES
For the Year: The Authority’s highlights of major initiatives and discretionary policies for the year were as follows:

e The Authority constantly pursued the goal to always improve the public housing program (PHAS) score
through a more comprehensive approach to management and improvements to the physical nature of our
properties.

= The Authority conducted the admissions process in a manner in which all persons interested in admission to
any of its programs were treated fairly and consistently and did not discriminate at any stage of the
admissions process because of race, color, national origin, religion, creed, sex, age or disability.

s  The Authority followed the nondiscrimination requirements of Federal, State and Local Law.,

»  The Authority’s Admission and Occupancy Policy and Dwelling Lease have been revised to be in compliance
with Quality Housing and Work Responsibility Act of 1998 and have updated or created other necessary
policies.

s  The Authority has successfully acquired funding sources for the revitalization of Parkview Apts. through Tax
Credits and the Neighborhood Stabilization Program.

»  The Authority successfully acquired the option to purchase the building named Garfield Flementary School
‘ from the Muncie School Corporation.

Tt is the Authority’s goal to acquire or build additional units and/or developments, The Muncie Housing Authority
shall continue to focus its efforts on the revitalization of older housing units and seek out ways to construct new units
in order to expand our portfolio to better address the needs for affordable housing.

The Authority will continue to seck out ways to enhance a healthy and safe environment for the residents through
education, partnerships and identifying possible funding sources to aid in augmenting our cuirent security measures.

The Housing Authority of the City of Muncie, in keeping with its mission and that of the U.S, Department of Housing
and Urban Development, will provide safe, decent, sanitary housing in good repair to the citizens of Muncie, Indiana,

Futare Initiatives. The Authority will continue to provide a choice in housing recognizing the increase in need for
affordable housing. During the fiscal year, the Authority will continue to administer the HOPE VI grant. The
Authority has now completed Phase I, Phase II, Phase 111 and Phase IV of the HOPE VI Millennium rental units. We
will be preparing the close out documents for the Homeownership Phase. We will continue our efforts to the building
of a community center at Heeking Park and other HOPE VI non-dwelling components,

The Authority will submit to HUD a Demolition/Disposition application to revitalize the Parkview Apartments
development. The Authority aims to be more competitive in the housing market and to work towards increasing its
capacity as a developer of affordable housing through its instrumentality and will plan to develep other affordable
housing and address the need to identify funding sources such as applying for tax credits.

The Authority will continue to encourage its residents to become self-sufficient and thus contribute to the community
to the best of their abilities.

The Authority’s Strategic Goal includes the following:

»  Expanding the supply of affordable housing.

s Improving the quality of existing affordable housing.

s Increasing housing choices.

s  Providing an improved living environment.

s Promoting self-sufficiency through an increase of access and/or creating programs.



» Ensuring equal opportunity and affirmatively furthering fair housing.
»  Promote and support opportunities for homeownership.

It will be the Authority’s continual mission to promote affordable, safe, decent, sanitary housing in good repair,
economic growth opportunity and a suitable living environment free from discrimination.

us

ief Bxecutive Officer

Sincerely,
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF NET ASSETS — ENTERPRISE FUNDS

FOR THE YEAR ENDED MARCH 31, 2010 (WITH COMPARATIVE TOTALS FOR 2609)

EXHIBIT A
CONGREGATE 2010 2009
LOW RENT SECTION 8 HOUSING HOPEYVI ROSS TOTAL TOTAL
ASSETS
CURRENT ASSETS
Cash and Cash Equivalents $ 187,305 § 773,579 § 14,001 § 242§ 11,015 § 986,142 § 1,187,936
Investments 168,000 168,000 168,000
Accounts Recetvable 19,877 5,493 65,144 90,514 111,744
Prepaid Expenses 11,704 11,704 12,131
Material Inventories 13,261 13,261 12,271
Total Current Assets 400,147 779,072 14,001 242 76,159 1,269,621 1,492 082
NON CURRENT ASSETS
Land, Structures and Equipment, net 10,791,767 6,406,945 17,201,712 18,478,726
Notes Receivable - Long Terin 1,100,000 3,762,442 4 862,442 4,862,442
Accrued Interest Receivable 507,622 764,551 1,272,173 1,021,839
Total Non-Current Assets 12,399,389 - - 10,936,938 - 23,336,327 24,363,007
TOTAL ASSETS $ 12,799,536 § 779,072 § 14,001 $ 10,937,180 % 76,159 % 24605948 § 25855089
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts Payable 3 114,492 § 30,029 § 3 242§ 5 144763 § 134,946
Accrued Liabilities 48,766 11,774 60,57C 54,420
Trust Deposits 20,990 20,990 24,794
Prepaid Rents 1,081 1,081 14,601
Total Carrent Liabilities 164,369 62,793 - 242 - 227 404 228,161
NONCURRENT LIABILITIES
Deferred Interest Income/Revenue 507,622 14,001 764,551 76,159 1,362,333 1,021,839
Trust Deposits - Non Current Pottion 42,489 42,489 95,608
Total Noncurrent Liabilities 507,622 42,489 14,001 764,551 76,159 1,404,822 1,117,307
Total Liabilities 671,991 105,282 14,001 764,793 76,159 1,632,226 1,345,668
NET ASSETS
Unrestricted Net Assets 1,291,730 320,958 - 3,762,442 - 5,375,130 5,185,678
Restricted Net Assets 44 048 352,832 - - - 396,880 845,017
Investment in Fixed Agsets 10,791,767 - - 6,409,545 - 17,201,712 18,478,726
Total Net Assets 12,127,545 673,790 B 10,172,387 - 229737122 24,509 421
TOTAL LIABILITIES AND NET ASSETS §$ 12,795,536 § 14,001 § 10,937,180 % 76,159 & 24605948 § 25,855,089

779,072 §

See Accompanying Notes to Financial Statements



HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF REVENUES, EXPENSES AND CHANGE IN NET ASSETS - ENTERPRISE FUNDS

FOR THE YEAR ENDED MARCH 31, 2016 (WITH COMPARATIVE TOTALS FOR 2009)

TXHIBIT B
CONGREGATE, 2010 2009
LOWRINT  SFCTION S8 HOUSING HOPEVI ROSS TOTAL TOTAL
‘OPERATING REVENUES |
Tenant Charges $ 401,724 § $ b $ $ 401,724 § 413,494
HUD Operating Granis 1,095,950 4,460,006 69,804 155,940 5,781,700 6,013,760
Other Income 144,568 68,842 213410 48,610
TOTAL REVENUES 1,642,242 4,528 848 69,804 155,540 6,396,834 6,475,864
OPFRATING EXPINSES
Administrative Expenses 31,871 138,880 144,094 135,940 1,370,785 1,410,364
Tenant Services 1,671 1,071 9,282
Utilities Expenses 306,477 306,477 332,418
Ordinary Maintenance 352,965 352,965 416,171
Ceneral Expenses 167,316 24421 191,737 179,732
Extra Ordinary Maintenance 4536 4,536 5286
Housing Assistance Payments 4,339,593 4,339,593 4,193,721
Depreciation Expense 1,361,521 12,633 337,366 1,511,520 1,162,020
TOTAL OPERA TING EXPENSES 2,725,751 4,715,527 481 460 155,940 8,078,084 7,708,954
OPERATING INCOME (LOSS) (1,083,515) {186,679) (411,656) (1,681,850) (1,233,130)
NON-OPERATING REVENUES AND (EXPENSES) |
[nterest Income 1,326 3,136 4462 8,089
HUD Capital Grants 631,900 180,196 812,006 1,065,620
TOTAL NON-OPERATING REV/(EXP) 633,226 3,135 180,196 816,558 1073700
CHANGES IN NET ASSETS (450,289 (183,543) (231,460) (865,292) (159,421)
NET ASSFEIS AT BEGINNING OF YEAR 13,248,241 837,333 10,403,847 24,50G.421 24,668,842
PRIOR PERIOD ADJUSTMENTS (670,407) (670,407)
NET ASSETS AT END OF YEAR § 1745 % 673,790 $ - § 10172387 § -8 22973722 § 0 24509421

See Accompanying Notes to Financial Statements
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF CASH FLOWS — ENTERPRISE FUNDS
FOR THE YEAR ENDED MARCH 31, 2010 (WITH COMPARATIVE TOTALS FOR 2009)

EXHIBIT C
2010 2009
CASHFLOWS FROM OPERATING ACTIVITIES |
Receipts from Tenants and Others hY 6,394258 & 6,475,864
Payments to Employees (1,075,744) (1,410,612)
Payments to Vendors and Suppliers (5,527.347) (5,157,220
MNet Cash Provided by Operating Activities (208.833) (91,975
CASH FLOWS FROM INVES TING ACTIVITIES l
Sale/(Purchase) of Investmonts 11,732
Interest on Investments 4,462 8,090
Net Cash (Used for) Investing Activities 4,462 19,822
CASH FLOWS FROM FINANCING ACTIVITIES l
Capital Grants 812.096 1,065,620
Investment in Iixed Assets (812,096) (1,063,375)
Net Cash (Used for) Financing Activities - 2,245
NET INCREASE IN CASHAND CASH EQUIVALENTS (204,371} (69,903)
CASHAND CASH EQUIVALENTS AT APRIL 1, 2009 1,187,936 1,257,839
CASHAND CASHEQUIVALENTS AT MARCH 31,2010 % 983,565 $ 1,187,936
Reconciliation of Operating Loss to Net Cash
Used by Operating Activities .
Operating Loss 5 (1,684,426} § (1,233,133)
Adustments To Reconcile:
Depreciation 1,511,520 1,162,020
Changes in Assets and Liabilities
(Increase)/Decrease in Accounts Receivable 21,230 (28.3373
(Increase)Decrease in Investments 11,732
(Increase)/Decrease in Prepaid Expenses 427 501
(Increase)/Decrease in Material Inventories (290) 5,482
(Increase)/Decrease in Note Receivables - -
(Increase)/Decrease in Accrued Interest Receivables (250,334) {305.479)
Increase/{Decrease) in Accounts Payable (9.817) 15,565
Increase/(Decrease) in Accrued Liabilities (26,474) (23,996)
Increase/{Decrease) in Trust Deposits 56,983 6,891
Increase/(Decrease) in Deferred Revenue {77,286} {8,700)
Increase/(Decrease) in Deferred Interest Income 250,334 305,479
MNet Cash Provided by (Used for) Operating Activities $ (208,833) 8 (91.973)

SUPPLEMENTAL DISCLOSURE OF NONCASH ACTIVITIES

None

See Accompanying Notes to Financial Statements
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
NOTES TO THE FINANCIAL STATEMENTS
FOR THE YEAR ENDED MARCH 31, 2010

Note 1 — Oreganization and Program Description

The Housing Authority of the City of Muncie, Indiana (the Authority) is a2 municipal corporation created and
organized under the Housing Authority Act of the State of Indiana to engage in the acquisition, development,
leasing and administration of a low-rent housing program and other federally assisted programs.

The governing body of the Authority is its Board of Commissioners (Board) composed of five members
appointed by the Mayor of the City of Muncie (City). The Board appoints an Executive Director to administer
the affairs of the Authority, The Authority is not considered & component unit of the City.

The United States Department of Housing and Urban Development (HUD) has direct responsibility for
administering housing programs under the United States Housing Act of 1937, as amended. HUD is authorized
to enter into contracts with local housing authorities and to provide funds to assist the Public Housing
Authorities (PHAs) in financing the acquisition, construction, and/or leasing of housing units; to make housing
assistance payments; and to make annual contributions (subsidies) to PHAs for the purpose of maintaining the
low rent character of the local housing program.

As requited by accounting principles generally accepted in the United States of America, the accompanying
financial statements present the various program activities of the Authority. The Authority’s assets, liabilities
and results of operations are segregated into public housing and grant programs as follows:

Low Rent Housing - The low rent-housing program is the primary operating fund of the Authority. It provides
subsidized housing to low-income residents. The Authority is the owner of approximately 361 public housing
units located throughout the City. The Authority receives revenue from dwelling rental income and an
operating subsidy provided by HUD. “Capital Fund Grants,” provided by HUD, are used to improve the
physical condition, management and operation of existing public housing developments. The low rent program
is reported as an enterprise fund. \ :

Housing Choice Voucher Program - The Authority participates in the housing choice voucher program. This
program is designed to provide privately owned decent, sate and sanjtary housing to low-income families. The
Authority provides assistance to low-income persons seeking decent, safe and sanitary housing by subsidizing
rents between such persons and owners of existing private housing. Under the programs, the Aucthority enters
into housing assistance payment contracts with eligible landlords. To fund the program, the Authority enters
into annual contribution contracts with HUD for the receipt of rental subsidies. The housing choice voucher
program is also reported as an enterprise fund.

Congregate Housing Program - This program assist the elderly with housekeeping, transportation and personal
needs. HUD provides grants for this program. This program is also reported as a special revenue fund.

Neighborhooed Network Program — The purpose of the program is to assist the public housing authority
carrying out HOPE V1 revitalization programs promote economic self-sufficiency for its residents.

Resident Opportunities and Self Sufficiency - (ROSS) Program — The purpose of the program is to provide
funding to hire and maintain service coordinators {o assess the needs of residents and to coordinate available
re30urces.

Accounting Principles - The Authority applies all Government Accounting Standards Board (GASE)
pronouncements as well as the Financial Accounting Standards Board (FASB) pronouncements issued on or
before November 30, 1989, unless those pronouncements conflict with or contradict GASB pronouncements.

A. Reporting Entity

The financial statements of the Authority have been prepared in accordance with accounting principles
generally accepted in the United States of America, as applicable to governmental units.
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NOTES TO THE FINANCIAL STATEMENTS
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These principles define the reporting entity of the primary government, as well as its component units.
Component units are separate legal organizations for which the elected officials of the primary government are
financially accountable. Financial accountability is defined as appointment of a voting majority of the
component unit’s board, and either (a) the ability to impose will by the primary government, or (b) the
possibility that the component unit provides a financial benefit or impose a financial burden on the primary
government. There are no component units of the Authority. The accompanying financial data present the
financial statement of the Authority.

The reporting entity for the Authority includes all the funds of the Authority as the primary government.

B. Measurement Focus, Basis of Accounting and Basis of Presentation

The accounts of the Authority are organized and operated on the basis of fund accounts. A fund is an
independent fiscal and accounting entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. The minimum number of funds is maintained consistent with
legal and managerial requirements,

Enterprise Funds are accounted for on the flow of economic resources measurement focus and use the full
accrual basis of accounting. Under this method, revenues are recorded when earned and expenses are recorded
at the time liabilities are incurred. All assets and labilities associated with the operation of these funds are
included on the balance sheet.

C. Fund Accounting

The accounts of the Authority are organized and operated on the basis of funds and account groups. A fund is
an independent fiscal and accounting entity with a self-balancing set of accounts. Fund accounting segregates
funds according to their intended purpose and is used to aid management in demonstrating compliance with
finance-related legal and contractual provisions. The minimum number of funds is maintained consistent with
legal and managerial requirements.

Account groups are reporting devices to account for certain assets and liabilities of the governmental funds not
recorded directly in those funds. ' ‘

The Authority maintains the following fund types and account groups:

Proprietary Funds - The Authority’s proprietary funds are Enterprise Funds used to account for those
operations that are financed and operated in a manner similar to private business or where the Authority has
decided that the determination of revenues earned, costs incurred and/or net income is necessary for
management accountability.

Enterprise Funds are used to account for the activities of the low rent and housing choice voucher programs.
Under the low rent-housing program, the fund owns and operates several housing units throughout the City of
Muncie, Indiana. Financing for the acquisition and rehabilitation of these properties was obtained through
several HUD grants and long-term debt issues. Their operations and maintenance are funded principally
through tenant rentals and federal housing assistance programs. Under the housing choice voucher program, the
funds and monitors payment to privately owned housing units, Operations are funded through housing
assistance payments from HUD.

Budgets - Budgets are adopted for applicable special revenue and enterprise funds on a basis consistent with
accounting principles generally accepted in the United States of America. The Authority is not legally required
to adopt budgets for such funds. However, the Authority has contractual requirements to adopt budgets for
dpplicable HUD programs. All annual appropriations lapse at fiscal year-end.
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Multiyear appropriations for capital projects (all capital projects are currently accounted for in proprietary
funds) and special revenue funds are adopted for the length of the project and/or program and are annualized for
accounting purposes. Additional information on the Authority’s budgetary requirements and controls is
disclosed in Note 2.

Management’s Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires management to make estimates and
assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and
liabilities at the date of the financial statements and the reported amounts of revenues and expenditures during
the reporting period. Actual results could differ from those estimates.

Investments - Investments are stated at fair value in accordance with GASB Statement No. 31, Accounting and
Financial Reporting for Ceriain Investments and for External Investment Pools. Federal statutes authorize
investment of excess federal funds in instruments guaranteed by the federal government. The Authority has
adopted this policy for all invested funds, whether or not they are federal funds.

Aecounts Receivable — Include amounts due from HUD for current year program operating and housing
assistance subsidies earned but not received at year-end and tenant accounts receivables. These receivable may
also contain un-reimbursed capital costs.

Inventories - Inventories are stated at the lower of cost or market.

Prepaid Expenditures - Payments made to vendors for services that will benefit periods beyond March 31,
2010, are recorded as prepaid items,

Fixed Assets - The Authority capitalizes fixed assets with a cost of more than $500 and a useful life of one year
or more. Proprietary fund types focus on capital maintenance. Accordingly, land, structures and equipient are
recorded in the enterprise fund, which acquires such assets.

Fixed assets are stated at cost. The cost of maintenance and repairs is charged to operations as incurred and
improvements are capitalized. Fixed assets are depreciated over their useful lives using the straight-iine method
of depreciation as follows:

Building 40 years
Office Furniture and Equipment 5 years
Automobiles 5 years

Netes Receivables — Notes receivables primarily consist of amounts due from developers of mixed income
properties. All note receivable balances are reviewed to determine whether they are collectible. Allowarnce
account estimates are established for receivable amounts when collection is questionable.

Compensated Absences - Vested or accumulated vacation and leave have been recorded in the financial
statements.

Non-current Liabilities — The Authority’s non-current liabilities represent deferred interest income associated
with certain notes receivable for new construction,

Net Assets — The difference between assets and liabilities is net assets. Net assets are subdivided into two
categories: investment in fixed assets and unrestricted net assets. Each component of net assets is reported
separately on the statement of net assets.

Investment in fixed assets represents the balance of land, structures, and equipment less accumulated
depreciation.
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The unrestricted component of net assets represents the portion remaining after the “investment in fixed assets”
amounts have been determined. The Authority’s positive value of unrestricted net assets may be used to meet
ongoing obligations.

Financial Information for 2009

The financial statements include certain prior-year summarized comparative information in total but not by net
assets class. Such information does not include sufficient detail to constitute a presentation in conformity with
generally accepted accounting principles. Accordingly, such information should be read in conjunction with the
Authority’s financial statements for the year ended March 31, 2009, from which the summarized information
was derived.

Coucentration of Risk

f)uring the year ended March 31, 2010, the Authority received approximately 91 percent of its funding from
HUD.

Tetals - Memorandum Only Columns - Total columns on the financial statements are captioned memorandum
and are present only to facilitate financial analysis. Data in these columns do not present financial position,
results of operations or cash flows in conformity with accounting principles generally accepted in the United
States of America. Neither are such data comparable to a consolidation. Interfund eliminations have not been
made in the aggregation of these data.

Note 2 - Budget Information

The Authority is required by confractual agreements to adopt annual operating budgets for all its special
revenue and enterprise funds receiving federal expenditure awards. The Chief Financial Officer on a HUD
basis prepares all budgets, which is materially consistent with accounting principles generally accepted in the
United States of America. All annual appropriations lapse at fiscal year-end. Operating budgets ate not
prepared for capital projects, which are included in the low rent housing enterprise fund, Budgets are submitted
by the Authority’s Executive Director, and approved by resolutions of the Board of Commissioners.

Enterprise Funds - Low rent housing enterprise fund operating budgets are prepared for the upcoming year by
the end of the current fiscal year and are approved by the Authority’s Board of Commissioners and HUD,
Appropriations for capital projects are authorized at the fund and expenditure level, and effective budgetary
control is achieved through period budgeting and reporting requirements.

Housing choice voucher program operating budgets is prepared for the upcoming fiscal year 90 days before the
end of the current fiscal year and are approved by HUD. The Authority’s Board of Commissioner approves
operating expenditure budgets. Budgetary control is at the fund level (excess/deficiency) of revenues over
expenditures.

Budgets for the congregate housing programs are approved for the length of the individual program or grant.

Appropriations are authorized at the fund and expenditure category level, and effective budgetary control is at
the fund level and achieved through the programs’ or grants’ periodic budgeting and reporting requirements.

15



HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
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Note 3 - Cash and Cash Equivalents

Cash and cash equivalents consist of amounts maintained in commercial checking and saving accounts and are
readily available. HUD regulations require authorities to maintain funds in accounts that are fully collateralized
by United States government securities. Cash amounts in excess of the $250,000 nsured by the government
were collateralized by government securities and held in the pledging financial institutions’ trust departments in
the Authority’s name. At March 31, 2010, cash totaled $986,142, of which $589,262 is unrestricted and
$396,880 is restricted. Of the restricted cash, $107,527 is restricted for payment of liabilities and $289,353 is
restricted for Housing Assistance Payments (HAP). Below is a breakdown of the unrestricted and restricted
cash:

Unrestricted Cash 5 589,262
Restricted

Tenant Security Depostis 44,048
Section 8 HAP Equity 280,353
FSS - Escrow 63,479
Total Restricted Cash 396,880
Total Cash $ 986,142

Note 4 - Accounts Receivable

Accounts receivable totaled $$90,514, at March 31, 2010, and consisted of the following:

HUD b 847
Tenants, net allowance 2,504
Accounts Receivable - Other 6,308
Accounts Receivable - Interfund 80,855
Total $ 90,514

Ninety days after tenants move out, their delinquent accounts are sent to the Board of Commissioners for write-
off approval. The amount written-off is the tenants’ past due rent, move-out charges and/or sewage fees
deemed uncollectible. Amounts written-off during fiscal year 2010 totaled $23,704.

Note 5 - Investments

At Decentber 31, 2009, investments totaled $168.000 which included marketable securities and money market
accounts. The Housing Authority’s investments in marketable securities are stated at fair value at year-end.
Tair values and unrealized gain/(loss) at March 31, 2010, are summarized as follows:

Category 1
Book Market Unrealized
Description Value Value Gain/(Loss)
Certificates of Deposits $ 168,600 $ 163,000 § -
Total 8 168,000 § 168,000 $ -

Category | — Investments are insured by the Federal Depositor Insurance Corporation and are further fully
collateralized by government security and held in the pledging financial institution’s trust department in the
Authority’s name.

Note 6 - Prepaid Expenses

Prepaid expenses totaled $11,704 at March 31, 2010, which consisted of prepaid insurance.
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Note 7 - Material Inventories

Material inventories totaled $13,261 at March 31, 2010, Maierial inventories are stated at the lower of cost or
matrket.

Note 8 - Land, Structures and Equipment

The changes in [and, structures and equipment during the year were as follows:

Additions and

March 31, 2009 Deletions March 31, 2010
Low Rent Housing
Land and Structures 5 27,115,649 $ (301,113) § 26,814,536
Equipment 480,893 480,893
Construction in Progress 7,654,882 531,685 8,486,567
Less Accumulated Depreciation (17,081,397) (1,498,887) (18,580,284)
Total Low Rent 18,470,026 (1,268,314) 17,201,712
Housing Choice Voucher
Equipment 31,570 31,570
Less Accumulated Depreciation (22,870) (8,700} (31,570)
Total Housing Choice Voucher 8,700 (8,700) -
Total Fixed Assets $ 18.478.726 $ (1.277.014) $ 17.201.712

Changes in fixed assets consist of equipment purchases and capital improvements made during the audit
periced. Also included write down of costs previously capitalized .

Fixed assets are recorded at cost. Depreciation is recorded over the useful lives of the assets using the straight-
fine method of depreciation. Depreciation expenses for 2010 totaled $1,511,520.

The Authority spent $631,900 on capital improvements, purchased totaling $171,187 and wrote off assets
previously capitalized totaling $670,408.

Note 9 — Notes Receivable

Mixed Income Financing Construction Loans

The Authority loaned funds to developers in conjunction with a mixed income financing arrangements to build
new properties. The developer agrees to designate a specific nummber of units for public housing throughout the
Muncie, Indiana area.

Notes receivable and accrued interest receivable totaled $4,862,442 and $1,272,173, respectively, and are
summarized as follows:

s At March 31, 2009, the Authority had loaned Millennium Place I, L.P. (an Indiana limited partnership)
$1,100,000 for 20 years at five and one-half (5.5%) percent per annum due March 13, 2023. This loan
was secured by a second priority mortgage lien on the real property. Interest shall be due and payable
annually subject to available cash flow. All unpaid interest and unpaid principal shall be due and
payable on the maturity date. Deferred interest income totaled $507,622.

o At March 31, 2009, the Authority had loaned Millennium Place II, L.P. (an Indiana limited partnership)
$1,070,061. The loan matures in 20 years. I[nterest is charged at six (6.0%) percent per annum and is
due at maturity on March 13, 2023, This loan was secured by a second priority mortgage lien on the
real property. Interest shall be due and payable annually subject to available cash flow. All unpaid
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interest and unpaid principal shall be due and payable on the maturity date, Deferred interest income
totaled $210,893.

e At March 31, 2009, the Authority had provided Millennium Place TII, LP. (an Indiana limited
partnership) two loans in the amount of $800,000 and $655236. The loans mature in 40 yeats,
Interest is charged at 5 (5.0%) percent and one (1.0%) percent per annum and both are due at maturity
on January 5, 2046. The loans were secured by a second priority mortgage lien on the real property.

Interest shall be due and payable annually subject to available cash flow. All unpaid interest and unpaid
principal shall be due and payable on the maturity date. Deferred interest income totaled $200,473.

e On March 2, 2005, the Authority had loaned Millennium Place 1V, L.P. (an Indiana limited
partnership) $1,070,061. The loan matures in 20 years. Interest is charged at six (6.0%) petcent per
annum and is due at maturity on March 2025, This loan was secured by a second priority mortgage lien
on the real property. Interest shall be due and payable annually subject to available cash flow. All
unpaid interest and unpaid principal shall be due and payable on the maturity date. Deferred interest
income totaled $369,219,

*+ At December 6, 2006, the Authority had loaned Millennium Place IV, L.P. (an Indiana limited
partnership) $1,200,000. The loan matures in 40 years. Interest is charged at six (5.0%) percent per
annum and is due at maturity on December 6, 2046. This loan was secured by a second priority
mortgage lien on the real property. Interest shall be due and payable annually subject to available cash
flow. All unpaid interest and unpaid principal shall be due and payable on the maturity date. Deferred
interest income totaled $194,859.

Ground Lease
In March 2005, the Authority entered into a 99-year operating ground lease agreement with a developer to
construct fifty-five (55) dwelling units on land owned by the Authority. The ground lease provides that the

Authority shall receive $1 per year for the entire term of the lease.

Note 10 - Accounts Payable

Accounts payable at March 31, 2010, totaled $144,763, and consisted of:

Tenant Security Deposits $ 44,048
Accounts Payable ~Interfund 80,855
Accounts Payabie - Other 19,860
Total . $_ 144763

Note 11 - Accrued Liabilities

Accrued liabilities at March 31, 2010, totaled $60,570, and consisted of the following:

Accrued Compensated Absences $ 34,806

Accrued Salaries 25,764
Total $ 60,570
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Note 12 - Trust Deposits

Trust deposits at March 31, 2010, totaling $63,479 consisted of amount due under the family self-sufficiency
program, as follows:.

Current 3 20,990
Long-Term 42,489
Total $ 63,479

Note 13 - Deferred Revenue

Deferred revenue at March 31, 2010, totaling $90,160 consisted of receipts in excess of expenditures for a grant
program.

Note 14 — Deferred Interest Income Receivable

Due to uncertainty created by the length of time preceding payment of interest, and due to provisions of certain
notes that interest payment is contingent upon the existence of surplus cash, interest earned on notes receivable
has been deferred. For the year ended March 31, 2010, the cumulative amount of such deferred interest
receivable was $1,272,173. :

Note 15 - Employee Benefit Plans

The Authority participates in the Public Employees' Retirement Fund of Indiana (the Plan), which is a qualified
defined contribution retirement plan administered by The State of Indiana, The Plan covers all full-time
employees. The maximum contribution is 3 percent of the employee’s monthly salary. Participants’ benefits
are fully vested afler ten years of participation. Participants who retire at or after age 65 with ten years of
credited service are entitled to a monthly benefit at retirement.

Contributions are determined by the State of Indiana. The State requests additional payments when it
determines that deficiencies exist. Assets and liabilities are carried on the State of Indiana's books and records.

Pension expense payments requested by the State of Indiana, for the year ended March 31, 2010, totaled
$44.615; the minimum employer required contribution is 5 percent. Employees contribute 3 percent of their
wages. Contributions for the year represented 5 percent of payroll. The Authority's total payroll expense was
$714,007 for the vear ended March 31, 2010. The Authority made all the required contributions to the Plan.

Note 16 — Commitments and Contingencies

Loan Cominitments

The Authority has entered into financing agreements with private developets to construct new mixed income
properties. The Authority has agreed to provide loans to private developers to assist in the construction of new
dwelling units, of which a specific number will be designated as public housing. The total loans outstanding as
of March 31, 2010 were $4,862,442,

Operating Lease Commitments

As of March 31, 2010, the Authority is a party of two auto feases and one copier lease through 2010. The firture
minimum lease payments are estimated at $4,173, and are set to expire in various dates in 2010.
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Other Contingencies

The Authority receives financial assistance from federal governmental agencies in the form of grants and
operating subsidies. Disbursements of funds received under these programs require compliance with terms and
conditions specified in the agreements and are subject to audit by the grantor agencies. Any disallowed claims
resulting from such audits could become a liability of the Authority. In the opinion of management, any such
disallowed claims would not have a material effect on the overall financial position of the Authority at March
31,2010.

The Authority also has certain contingent liabilities resulting from litigations, claims, and commitments incident
to the ordinary course of business, Management expects the final resolution of such contingencies will not have

a material adverse affect on the financial position of the Authority at March 31, 2010.

Note 17 - Administrative Fees

The Authority receives an "Administrative Fee" ag part of each of the annual contributions from HUD to cover
the costs (including overhead) of administering the Housing Choice Voucher Program.

Note 18 - Allocation of Cost

The Authority allocates expenses not atiributable to a specific program to all programs under management. The
basis for this allocation was the number of units in sach program. Management considers this to be an equitable
method of allocation. :
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
FINANCIAL DATA SCHEDULE
FOR THE YEAR ENDED MARCH 31, 2010

Cytera . CAeck # 7 AccGut Deg biiaong

Assefs
Current Assets;
111 111101 General Fund Cash 5 181,178 % 400 § 242 8 14,001 § 1,015 § 420,747 & £27,583
111 111110 Modemization/Development Cash 4,891 4,851
114 111400 Restrictad Cash 836 43,212 352,832 396,880
100 Total Cash 182,014 48,503 242 14,001 11,015 773,579 1,028,354
121 112500 Accouants Receivable - HUD 847 847
126 112200 Accoants Receivable - Tenants 2,947 2,947
126.1 112298 Allowance for Doubtfizl Accounts - Tenants {443) (443)
112900 Accounts Receivabla —Other 815 5,493 6,308
112900 Accounts Receivable - Intertund 15,711 7 _ 63,144 0,855
129 117600 Accrued Interest Recelvable 507,622 764,551 1,272,173
120 Total raceivables 524,148 3,351 764,551 - 65,144 5,493 1,362,687
131 116200 Investments General and Security Deposits 168,000 168 000
Tatal Investmenis 168,000 - - - - - 168,000
142 121100 Prapaid insurance ! 1,056 10,648 11,704
143 125000 Material Inventories 1,893 11,369 13,262
Total Prepaids 2,049 22,017 - - - - 34,966
150 Total Corrent Assets 877,111 73,871 764,793 14,001 76,159 779,072 2,585,007
Non Current Azsseis: -
161 140002 Land 141,674 1,275,067 1,416,741
162 140002 Building 12,750,674 12,750,674
164 147501 Furniture, Equipment and Machinery - Administratior 480,393 180,196 31,570 692,659
165 140010 Leasebold Improvements 12,466,925 6,567,115 15,034,040
166 140005 Accumulated Depreciation (480,853) (17,762,025) {357,366) (31,570) (18,611,859
167 140009 Construction In Progress 1,919,451 1,819,451
Total Fixad Assets 141,674 10,650,092 6,409,945 - - - 17,201,711
171 115800 Notes Receivable 1,100,000 3,762,442 - - - 4,862,442
180 ‘Total Non Current Asseis 1,241,674 10,650,062 10,172,387 - . - - 22,064,153
190 Total Assets b3 2,118,785 § 10,723.963 % 10,937,180 & 14,001 % 76,159 § 779,072 % 24,649,160
Liabilities and Net Assets
Linkilities;
312 211100 Accounts Payable - Vendors and Contractors % kS 5 % $ £ kS -
341 211400 Accounts Payable - Tenant Security Deposits 836 . 43,212 44,048
211902 Accounts Payabie -Interfund 65,144 15711 20,855
345 211903 Accounts Payable - Other 2,054 3,247 24% 14,318 19,861
Total Accounts Payable 68,034 46,459 242 - - 30,029 144,764
322 233400 Accrued Compensated Absences 8,148 17,961 8,696 34,805
321 233500 Accrued Salates 3,123 19,563 3,078 25,764
Total Accrued Liabilities 14,271 37,524 - - - 11,774 60,565
353 218200 F55 Escrow 63,479 63,475
224000 Prepaid Rents . 1,081 1,081
‘Total Other Liabilities - 1,081 - - - 63,479 64,560
342 229000 Deferred Revenua 14,001 76,159 90,160
342 229000 Deferred Intetest Receivable 507,622 764,551 1,272,173
Total Deferred Credits 507,622 - 764,551 14,001 76,159 - 1,362,333
300 Total Liabilities S86,927 85064 764,793 14,001 76,159 105,252 1,632,226
INet Assets:
508.1 280500 Invastment in Fixad Assets 141,674 10,650,002 6,409,945 - - - 17,201,711
5111 280000 Restricted Net Assets 836 43,212 - - - 352,832 396,830
5121 280000 Unprestricted Nat Asstes 1,389,348 (54,405} 3,762,442 - - 320,958 5418343
‘Toinl Equity 1,531,858 10,638,899 10,172,387 - - 673,750 23,016,934
Totul Linbilities and Fquity 3 2,118,785 $ 10,723,963 & 10,937,180 § 14,001 % 76,155 % TI072 % 24,649,160
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Lime

Ttem “Acct # iAcco it Déseriptions
Operating Revenues
703 3il0 Dwelling Rentals $ % 375,532 % % $ $ $ 375,532
704 3510 Other ‘Tenant Charges and Excess Utilities 26,192 26,192
Total Tenant Revenae - 401,724 - - - - 401,724
e A020 HUD Operating Grants 120,329 975,621 69,804 155,940 4,460,006 3,781,700
061 RO29 HUD Capital Grant i 631,900 180,196 812,096
It G0 Interest on Investiments 1,326 3,136 © 4,462
714 330001 Family Self Sufficiency Fartunitures .
F15 IAS0 Olher Tncome 139,219 5349 6], 842 213,410
70 ‘Total Operating Revemies 260,874 1,612,870 250,000 - 155,940 4,531,984 6,811,668
Talal Revenne % 260,874 % 2,014,594 % 250,000 % - % 155940 % 4. 531,584 § 7,213,392
Operating Expenses
18| F1H0 Administrative Salaries % 219919 § 177,116 3 56,804 % 4 66,746 % 217,033 % 750618
915 4510 Employee Benefit Contribution 78,763 119,540 24,954 87,760 311,017
y12 4170 Accounting and Auditing 4,134 16,301 12,985 33,420
e A 190 Crther Operating - Administratives Expenses 6,665 109,433 74,290 54,240 21,102 275,730
‘Fotal Administeative Expenses 309,481 422 390 144,004 - 155,940 338,880 1,370,785
924 4220 Recreation, Publications and Other Services 1,071 1,071
Total Tenant Services - 1,071 - - - - 1071
93| 4310 Waler 1,070 40,065 41,135
w32 4320 Electricity 10,938 89,256 100,194
u33 4330 Gas 5,021 64,176 69197
PR 4300 Other Utilities Expenses 747 95,204 95,951
Total Utililies 17,776 288,701 - - - - 306,477
Wil 410 Ordinary Maintenance and Operation - Labor 204,243 204,243
w45 4510 Employee Benefit Contribution - Ord. Maint. -
942 4420 Maint. and Operations - Materials and Other 67,745 67,745
043 4430 Ord, Maint. and Operations - Contracts Costs 27 80,940 80,967
4480 Pretective Services 10 i0
‘Fotal Ordinary Maintenance and Materials 37 352,928 - - - - 352,965
onl 4310 Insurance ' 12,413 91,593 16,571 120,577
ond 4570 Had Debis - Collection Losses (440) 24,180 23740
262 4590 Other General Expenses 39,570 7,850 47,420
Total General Expenses 11.973 155,343 - - - 24.421 191,737
71 4610 Extraordinary Maintenance - Contract Costs 2,584 1,952 4,556
w73 4718 House Assistance Payments 4,339,593 4,339,593
974 SO0 Depreciation Expense 1,161,521 337,360 12,633 1,511,520
Total Other 2,584 1,163,473 337,366 - - 4,352,226 5,855,649
K} Total Operating Expenses 341,851 2,383,906 481,460 - 155,540 4. 715,527 3,078,684
Net Tncomne (BD,977) {369,312) (231,460) - - (183,543) (865,292)
Prior Period Adjustmenis {(670,407) (670,407}
Change In Net Assets ¥ {751,384) % (369312} % (2314600 8 - % - % f183,543)% {1,535,69%9)
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
SCHEDULE OF FEDERAL EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED MARCH 31,2010 EXHIBIT D
ANNUAL PROGRAM FEDERAL TOTAL
FEDERAL GRANTOR CONTRIBUTION OR AWARD AWARDS PROGRAM
CONTRACT # CFDA # EXPENDED  EXPENDITURE

Major Programs - US Department of Housing and Urban Development

Direct Program

Low Rent Housing Program

Low Rent Housing Programs C-348 14.850 §$ 886,789 §$ 1,884,696
Capital Fund Program C-348 14.872 841,061 841,061
Total Low Rent Housing Programs 1,727,850 2,725,757

Housing Assistance Payment Program

Section 8 - Housing Choice Voucher Program C-2025 14.871 4,460,006 4,715,527

Total Housing Assistance Program Payments 4,460,006 4,715,527

Total U S Department of Housing and Urban
Development (Major Programs) 6,187,856 7.441.284

Non-Major Programs

US Department of Housing and Urban Development

Revitalization of Severely Distressed Public Housing C-348 14.866 250,000 481,460

Resident Opportunities and Self Sufficiency (ROSS) C-348 14.870 155,940 155,940

Total U,S. Department of Housing and Urban
Development (Non-Major Programs) 405,940 637,400

Total All Programs - US Deparitment of Housing and Urban Development $ 6,593,796 $ 8,078,684

Note I - Basis of Presentation

The Schedule of Expendilures of Federal Awards includes the federal grant activity of Housing Authority ofthe City of
Muncie, Indiana and is presented on the accrual basis of accounting. The information in the schedule is presented in accordance
with the requirement of OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Otganizations.

See Accompanying Notes to the Financial Statements
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF ACTIVITIES - RESIDENT OPPORTUNITIES AND SELF SUFFICIENCY

FOR THE YEAR ENDED MARCH 31, 2010, (WITH COMPARATIVE TOTALS FOR 2009) EXHIBITE
2010 2009

REVINUES
HUD Prograrm Granis 155,940 67,424
TOTALREVENUES 155,940 67,424

|EXPENSES
Administrative 155,940 67,424
TOTAL EXPENSES 155,940 67424
CHANGEIN NET ASSETS - -

NET ASSETS ATMARCH 31, 2609

NET ASSETS AT MARCH 31,2010
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA

STATEMENT OF ACTIVITIES

BUDGET AND ACTUAL - RESIDENT OPPORTUNITIES AND SELF S UFFICIENCY

FOR THE YEAR ENDED MARCH 31, 2010 EXHIBIT F

BUDGET ACTUAL VARIANCE

REVENUES

HUD Program Grants $ 155940 % 155,940 § -

TOTAL REVENUES , 155,940 155,940 -

EXPENSES

Administrative 155,940 155,940 -

TOTAL EXPENSES 155,940 155,940 .

CHANGE IN NET ASSETS - - -

NEF ASSETS AT APRIL 1, 2009 - - -

NET ASSEIS AT MARCH 31,2010 $ - § - % -
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HOUSING AUFHORITY OF THE CETY OF MUNCIE, INDIANA

STATEMENT OF URBAN REVITILIZATION PROGRAM (HOPE V)

PUBLIC HOUSING PROGRAM COSTS - COMPLETED

FOR THE YEAR ENDED MARCE 31, 2010 EXHIBIT G

ANNUAL CONTRIBUTION CONTRACT C- 348
PHASES IN36URDOOL163

1 The total amount of Development Costs (herein called the " Actual Development Cost") of the Urban Revitilizatfon
Program(Hope VI). Costs are shown below for Program Number IN36-URDG0SN103

Funds Approved $ 250,000
Funds Bxpended 250,000
fixcess\(Deficit) of Funds Approved $

Funds Advanced $ 250,000
Funds Expended 250,600
Ixcess\(Deficit) of Funds Advanced $ -

2 The Revitilation of Severely Distressed Public Housing Program Costs are shown above.

3 Cost additions for the audit period totaled $250.000 for IN 36-URDOOL103, and, accordingly, were audited by
Yelma Butler & Company, Ltd.
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF REVITALIZATION OF SEVERELY DISTRESSED

PUBLIC HOUSING PROGRAM COSTS - COMPLETED

FOR THE YEAR ENDED MARCH 31, 2010

EXHIBIT G

ANNUAL CONTRIBUTION CONTRACT C - 348
PHASES IN36URDOOL 102

I The total amount of Development Costs (herein called the "Actual Development Cost") of the Revitilation of

Severely Distressed Public Housing. Costs are shown below for Program Number IN36-URDOOL 102

Funds Approved
Funds Expended
Excess\(Deficit) of Funds Approved
Funds Advanced
Funds Expended

Excess\(Deficit) of Funds Advanced

2 The Revitilation of Severely Distressed Public Housing Program Costs ate shown above,

3 Cost additions for the audit period totaled $0 for IN 36-URDO0L102, and, accordingly, were audited by

Velma Butler & Company, Ltd.
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF CAPITAL FUND PROGRAM COSTS - UNCOMPLETED
FOR THE YEAR ENDED MARCH 31,2010 EXHIBIT H

ANNUAL CONTRIBUTION CONTRACT C - 348
PHASES IN36PO10 - 501-05 ,50§-07, 501-08 AND 501-09

501-65 50107 501-08 501-09 Total
Funds Approved $ 836,277 § 568,680 $ 573,772 § 581,948 § 2,580,677
Funds Expended 807,512 489,164 418,757 37,932 1,773,365
Excess\(Deficit) of Funds Approved $ 48,765 § 79516 $ 155015 § 524016 % 307312
Funds Advanced ' $ 807512 § 480,164  § 418757 § 57085 3§ 1,772,518
Funds Expended 807,512 489,164 418,757 57,932 1,773,365
Excess\(Deficit) of Funds Advanced $ - 3§ - 5 - § 847) § {847

1 Capital Fund Progtam costs for Phases IN 36 - 501-05, IN 36 - 501-07, IN 36-501-08 and IN 36-501-09 are shown above.

2 Coestadditions for the audit period totaled $33,193 for IN 36 - 501-05, $319,483 for IN 36 - 501-07, $379,549 for IN - 36 - 301-08 and,
57,932 for IN - 36 -501-09, and accordingly, were audited by Velma Butler & Company Ltd,
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF CAPITAL FUND PROGRAM COSTS - UNCOMPLETED
FOR THE YEAR ENDED MARCH 31, 2010 EXHIBIT I

ANNUAL CONTRIBUTION CONTRACT C- 348
PHASES IN36P010 - 501-04 AND 501-06

501-04 501-06 Total
Funds Approved $ 862,770 % 845423 % 1,708,193
Funds Expended 862,770 845,423 1,708,193
Excess\(Deficit) of Funds Approved $ - % - % -
Funds Advanced h 862,770 % 845423 % 1,708,193
Funds Expended 862,770 845,423 1,708,193
Excessy{Deficit) of Funds Advanced $ - 3 - 8 -

1 Capital Fund Program costs for Phases [N 36 - 501-04, and IN 36-501-06 are shown above.

2 Cost additions for the audit period totaled $0 for IN 36 - 501-04 and $50,904 for IN - 36 - 501-06, and
accordingly, were audited by Velma Butler & Company Ltd.

29



SINGLE AUDIT REPORTS



“B c VELI!!A BQTLER & CO MPANYI LTD- - MEMBER OF: THE AMERICAN INSTITUTE OF GPAS

CERTIFIED PUBLIC ACCOUNTANTS AND CONSULTANTS THE ILLINOIS GPA 8OCIETY

Report on Internal Controls Over Financial Reporting and on Compliance
and Other Matiers Based on an Audit of Financial Statements Performed
in Accordance with Government Anditing Standards

Board of Commissioners U.S, Department of Housing and Urban Development
Housing Authority of the City of Muncie, Indiana Indianapolis Office
Muncie, Indiana Public Housing Division

151 North Delaware
Indianapolis, Indiana 46204-2526

We have audited the financial statements of the governmental activities and the business-type activities of the
Housing Authority of the City of Muncie, Indiana (the Authority) as of and for the year ended March 31, 2010,
which collectively comprise the Authotity’s basic financial statements and have issued our report thereon dated
September 10, 2010. We conducted our audit in accordance with auditing standards generally accepted in the
United States of Ametica and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

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
confrof 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 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.

Our consideration of the 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 effoct 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 Standard,

6 BAST MONROE, SUITE 400, CHICAGO, ILLINOIS 60603 OFFICE: (312)419-1547  FAX; (3121 419-1798  EMAIL: VBANDCEAOL.COM



This report is intended solely for the information and use of the audit committee, management, Board of
Directors, and federal awarding agencies and pass-through entities and is not intended to be and should not be
used by anyone other than these specified parties.

I[,eﬁ&,, Wb s
N M%{ ey _,LL

Velma Butler & Company, Ttd.
Chicago, llinois

September 10, 2010
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“B e VEL A BUTLER C MPANY LTD: MEMBER OF: THE AMERIGAN INSTITUTE OF GPAs

CERTIFIED PURLIC ACCOUNTANTS AND CONSULTANTS THE ILLINGIS CRA SOTETY

Report on Compliance with Requirements Applicable to Each
Major Program and Internal Control Over Compliance in
Accordanee with OMB Circular A-133

Board of Commissioners 1.8, Department of Housing and Urban Development
Housing Aunthority of the City of Muncie, Indiana Indianapolis Office
Muncie, Indiana Public Housing Division

151 North Delaware
Indianapolis, Indiana 46204-2526

Compliance

We have audited the compliance of the Housing Authority of the City of Muncie, Indiana (the Authority) with
the types of compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular
A-133 Compliance Supplement that are applicable to each of its major federal programs for the year ended
March 31, 2010. The Awuthority’s major federal programs are identified in the surmmary of auditor’s results
section of the accompanying schedule of findings and questioned costs. Compliance with the requirements of
laws, regulations, contracts and grants applicable to each of its major federal programs is the responsibiity of
the Authority’s management. Our responsibility is to express an opinion on the Authority’s compliance based
on owr audit. '

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Govermment Auditing Standards,
issued by the Comptroller General of the United States, and OMB Circular A-133, Audits of States, Local
Governments and Nown-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 on the Authority’s compliance with those requirements.

In our opinion, the Authority complied in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended March 31, 2010.

Internal Control Qver Compliance

Management of the Authority is responsible for establishing and maintaining effective internal controls over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs. In
plamiing and performing our audit, we considered the Authority’s internal controls over compliance with
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
controls 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 does not allow
management or employees, in the normal course of performing their assigned functions, to prevent or detect
noncompliance with a type of compliance requirement of a federal program on a timely basis. A material
weakness over 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.

6 EAST MONROE, SUITE 400, CHICAGO, [LLINOIS 60603 CFFICE: (312) 419-1547  FAX: (312)419-1798  EMAIL: VIZANDC@AOL.COM



Our consideration of the internal controls over compliance was for the limited purpose described in the first
paragraph of this section and was not design 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 a material weakness, as defined above,

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

within the organization and federal awarding agencies and pass-through entities and is not intended to be and
should not be used by anyone other than these specified parties.

e b b 00

Velma Butler & Company, Ltd.
Chicago, llinois

September 10, 2010
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SUMMARY OF AUDITORS’ RESULTS



HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
SCHEDULE OF FINDINGS AND QUESTIONED COST
FOR THE YEAR ENDED MARCH 31, 2010

Financial Statements
The type of report issued:
Internal control over financial reporting;
Material weakness(es) identified? Yes X No

Significant deficiencies identified not considered to be material weaknesses?

__ Xes __ X No
Noncompliance material to financial statements noted?
 Yes X No
Federal Awards
Internal control over major programs:
Material wealkness(es) identified? _ Yes X No

Significant deficiencies identified not considered to be material weaknesses?
Yes X Neo

Type of auditors’ report issued on compliance for major programs: Ungualified

Any audit findings disclosed that are required to be reported in accordance with Circular A-133, Section .510(a)?

Yes X No
Identification of major program:
U.S. Department of Housing and Urban Development
CFDA Number Name of Federal Program

Low Rent Rental Assistance Programs

14.850 ELow Rent Housing

14,872 Capital Fund Grant Program
Housing Choice Voucher Program

14.871 Housing Choice Voucher Program

Dollar threshold used to distinguish between Type A and Type B programs:  $.300.000

Auditee qualified as low-risk auditee? X _Yes No

34



HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
SCHEDULE OF CURRENT YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED MARCH 31, 2010

Section 11 — Financial Statement Findings

There were no reportable findings for the fiscal year ended March 31, 2010.

Section 18] — Federal Award Findings and Questioned Costs

There were no reportable findings for the fiscal year ended March 31, 2010,
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATLUS OF PRIOR YEAR FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED MARCH 31, 2010

Section TV — Summary of Prior Year Audit Findings

There were no reportable findings for the fiscal vear ended March 31, 2009,
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF COMPLIANCE WITH

SECTION 8 MANAGEMENT ASSESSMENT PROGRAM

FOR THE YEAR ENDED MARCH 31, 2010

Velma Butler & Company, Ltd. audited the Authority’s compliance with the Section 8 Housing Management
Assessment Program and did not observe any material instances of noncompliance.
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HOUSING AUTHORITY OF THE CITY OF MUNCIE, INDIANA
STATEMENT OF COMPLIANCE WITH

PUBLEC HOUSING ASSESSMENT SYSTEM PROGRAM

FOR THE YEAR ENDED MARCH 31, 2010

Velma Butler & Company, Ltd. audited the Authority’s compliance with the Public Housing Assessment System
Program and did not observe any material instances of noncompliance.
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