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May 28, 2014

Board of Directors
Linton Housing Authority
1148 N. 1300 West
Linton, IN 47441

We have reviewed the audit report prepared by Pamela J. Simpson, CPA, Independent Public
Accountant, for the period January 1, 2012 to December 31, 2012. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the
Independent Public Accountant’s opinion, the financial statements included in the report present fairly the
financial condition of the Linton Housing Authority, as of December 31, 2012 and the results of its
operations for the period then ended, on the basis of accounting described in the report.

We call your attention to the findings in the report, on pages 32 and 33.

The Independent Public Accountant’s report is filed with this letter in our office as a matter of
public record.
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%AMELA% cg—;MPSON

Certified Public Accountant

Independent Auditor’s Report

Board of Directors
Linton Housing Authority
Linton, Indiana

| have audited the accompanying financia statementsof the Linton Housing Authority, asof and for the
year ended December 31, 2012 and the related notes to the financial statements, which collectively
compromisethe Linton Housing Authority’ sbasic financial statementsaslistedinthetable of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

My responsibility isto express an opinion on thesefinancial statementsbased on my audit. | conducted
my audit in accordance with auditing standards generally accepted in the United States of Americaand
the standards applicableto financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards requirethat | plan and perform the audit to
obtain reasonabl e assurance about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosuresin
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or
error. In making those risk assessments, the auditor considers internal control relevant to the Linton
Housing Authority’ spreparation and fair presentation of thefinancial statementsin order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion
on the effectiveness of the Linton Housing Authority’ sinternal control. Accordingly, | expressno such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as the overal
presentation of the financial statements.

| believe that the audit evidence | have obtained is sufficient and appropriate to provide a basis for my
audit opinion.

920 West Pershing Road ¢ Decatur, Illinois 62526
Office: (217) 872-1908 ¢ Fax: (217) 872-1911 ¢ Email: pjscpa3la@aol.com




Opinion

In my opinion, the financia statements referred to above present fairly, in all material respects, the net
position of the Linton Housing Authority, as of December 31, 2012 and the changesin its net position
and its cash flows for the year end in accordance with accounting principles generally accepted in the
United States of America.

Report on Required Supplemental Information

Accounting principlesgenerally accepted in the United Statesof Americarequirethat themanagement’s
discussion and analysison pages 3 through 7 be presented to supplement the basic financial statements.

Such information, although not apart of the basic financial statements, isrequired by the Governmental
Accounting Standards Board, who considersit to be an essential part of financial reporting for placing
the basic financia statements in an appropriate operational, economic, or historical context. | have
applied certain limited procedures on the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to my inquiries, the basic financial statements, and other
knowledge | obtained during my audit of the basic financial statements. | do not express an opinion or
provide any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an opinion or provide any assurance.

Report on Supplemental Information

My audit was conducted for the purpose of forming opinionson thefinancial statementsthat collectively
comprisethe Linton Housing Authority’ sfinancial statementsasawhole. The accompanying Schedule
of Expenditures of Federal Awardsis presented for purposes of additional analysis as required by the
Office of Management and Budget Circular A-133, Audits of Sates, Local Gover nmentsand Non-Profit
Organizations, and is not a required part of the financial statements. Further, the financial data
schedules shown on pages 36 to 40 are presented for purposes of additional analysis as required by
Uniform Financial Reporting Sandards issued by the U.S. Department of Housing and Urban
Development, and are not arequired part of the financial statements.

Such information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare thefinancia statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements or to the basic
financial statementsthemselves, and other additional proceduresin accordance with auditing standards
generally accepted in the United States of America. In my opinion, the above described supplemental
information isfairly stated in all material respectsin relation to the financial statements as awhole.

Report Issued in Accordance with Government Auditing Standards

In accordance with Government Auditing Sandards, | have also issued my report dated September 11,
2013 on my consideration of the Linton Housing Authority’ sinternal control over financia reporting
and on my tests of its compliance with certain provisions of laws, regulations, contracts, grant
agreements, and other matters. The purpose of that report is to describe the scope of my 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 financia reporting or on compliance. Thisreport isan integral
part of a Government Auditing Standards and should be considered in assessing the results of my audit.

ETWA /Q /& 2

Decatur, Illinois Certified Public Accountant
September 11, 2013


Owner
PJS


LINTON HOUSING AUTHORITY
LINTON, ILLINOIS

MANAGEMENT'SDISCUSSION AND ANALYSIS
DECEMBER 31, 2012

The management of the Housing Authority of Linton presents the following discussion
and analysis of the Housing Authority’s financial activities for the fiscal year ending
12/31/2012. This represents an overview of financial information. Please read this
discussion and analysis in conjunction with the Authority’s audited financial statements,
which follows.

FINANCIAL HIGHLIGHTS

e The Housing Authority’s assets exceeded its liabilities by $1,100,354 at the close of
the fiscal year ended 12/31/12.

Of this amount, $70,964 of unrestricted may be used to meet the Housing
Authority’s ongoing obligations to citizens and creditors. This amount, along
with $63,953 restricted for HAP payments, equals 32% of the total operating
expenses for the fiscal year 2012, which means the Authority could operate about
1.5 months using the unrestricted and restricted alone.

The remainder of $965,437 represents a restriction equal to the net amount
invested in land, building, furnishings, leasehold improvements, equipment, and
construction in progress.

e TheHousing Authority’s total net position decreased by $79,171, a -7% change from
the prior fisca year 2011. This decrease is attributable generally to a decrease in
grant funding.

e TheHousing Authority continues to operate without the need for debt borrowing.
OVERVIEW OF THE FINANCIAL STATEMENTS

This MD&A is intended to serve as an introduction to the Housing Authority’s basic
financia statements. The Housing Authority is a special-purpose government engaged in
business-type activities. Accordingly, only fund financial statements are presented as the
basic financial statements, comprised of two components: (1) fund financial statements
and (2) a series of notes to the financial statements. These provide information about the
activities of the Housing Authority as a whole and present a longer-term view of the
Housing Authority’s finances. This report also contains other supplemental information
In addition to the basic financia statements themselves demonstrating how projects
funded by HUD have been completed.



LINTON HOUSING AUTHORITY
LINTON, ILLINOIS

MANAGEMENT'SDISCUSSION AND ANALYSIS
DECEMBER 31, 2012

REPORTING ON THE HOUSING AUTHORITY ASA WHOLE

One of the most important questions asked about the Authority’s finances is, “is the
Housing Authority as a whole better off, or worse off, as a result of the achievements of
fiscal year 20127 The Statement of Net Position and the Statement of Revenues,
Expenses, and Changes in Fund Net Position report information about the Housing
Authority as a whole and about its activities in a way that helps answer this question.
These statements include all assets and liabilities using the accrual basis of accounting,
which is similar to the accounting used by most private-sector companies. All of the
current year’s revenues and expenses are taken into account regardless of when cash is
received or paid.

FUND FINANCIAL STATEMENTS

All of the funds of the Housing Authority are reported as proprietary funds. A fund isa
grouping of related accounts that is used to maintain control over resources that have
been segregated for specific activities or objectives. The Housing Authority, like other
enterprises operated by state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance-related legal requirements. For reporting purposes
all housing funds are reported in one housing enterprise fund.

The Housing Authority’ s financial statements report its net position and changes in them.
One can think of the Housing Authority’ s net position — the difference between assets and
liabilities — as one way to measure the Authority’s financia health, or financia position.
Over time, increases and decreases in the Authority’s net other non-financia factors,
however, such as the changes in the Authority’s occupancy levels or its legal obligations
to HUD, to assess the overall health of the Housing Authority.

USING THISANNUAL REPORT

The Housing Authority’s annua report consists of financial statements that show
combined information about the Housing Authority’s most significant three funds, the
Low Rent Housing Program, the Section 8 Voucher Program and Public Housing Capital
Fund Program.

The Housing Authority’s auditors provided assurance in their independent auditors
report, located immediately following the MD&A, that the basic financial statements are
fairly stated. The auditors provide varying degrees of assurance regarding the other
information included in this report. A user of this report should read the independent
auditors’ report carefully to determine the level of assurance provided for each of the
other parts of the report.



LINTON HOUSING AUTHORITY
LINTON, ILLINOIS

MANAGEMENT'SDISCUSSION AND ANALYSIS
DECEMBER 31, 2012

REPORTING THE HOUSING AUTHORITY'SMOST SIGNIFICANT FUNDS

The Housing Authority’s financial statements provide detailed information about the
most significant funds. Some funds are required to be established by the Department of
Housing and Urban Development (HUD). However, the Housing Authority establishes
other funds to help it control and manage money for particular purposes, or to show that
it is meeting legal responsibilities for using grants and other money.

The Housing Authority’s enterprise funds use the following accounting approach or
Proprietary funds: All of the Housing Authority’s services are reported in enterprise
funds. The focus of proprietary funds is on income measurement, which, together with
the maintenance of net position, is an important financial indicator.

FINANCIAL ANALYSIS

The Housing Authority’s net position was $1,100,354 as of December 31, 2012. Of this
amount, $965,437 was invested in capital assets, $63,953 was restricted for HAP
payments, and the remaining $70,964 was unrestricted.

Per centage
2012 2011 Variances Change
Cash 149,918 340,301 (190,383) -56%
Other Current Assets 5,450 29,642 (24,192 -82%
Capital Assets 965,437 831,633 133,804 16%
Total Assets 1,120,805 1,201,576 (80,771) -T%
Deferred Outflows of Resources 709 0 709 0%
TOTAL 1,121,514 1,201,576 (80,062) -T%
Current Liabilities 21,160 22,051 (892) -4%
Noncurrent Liabilities 0 0 0 0%
Total Liabilities 21,160 22,051 (891) -4%
Deferred Inflows of Resources 0 0 0 0%
Net Investment in Capital Assets 965,437 831,633 133,804 16%
Restricted 63,953 41,853 22,100 53%
Unrestricted 70,964 306,039 (235,075) -17%
Total Net Position 1,100,354 1,179,525 (79,171) -T%

TOTAL 1,121,514 1,201,576 (80,062) %




LINTON HOUSING AUTHORITY

LINTON, ILLINOIS

MANAGEMENT'SDISCUSSION AND ANALYSIS
DECEMBER 31, 2012

CONDENSED FINANCIAL STATEMENTS (Continued)

Condensed Statement of Revenues, Expenses,
and Changes in Fund Net Position

Fiscal Year Ended December 31, 2012

OPERATING REVENUES

Rental Revenues

Other Tenant Revenue
Federal Grants — Operating
Other

Total Operating Revenues

OPERATING EXPENSES

Administration

Tenant Services

Utilities

Ordinary maint. and operations
General and Other
Extraordinary maintenance
Depreciation

HAP payments

Total Operating Expenses

Gain (loss) from operations

NON-OPERATING REVENUES

Federal Grants — Capital
Interest Income

Total Non-Operating Revenue

Net Increase (Decrease) in Net Position
Net Position, Beginning of Y ear

Net Position, End of Y ear

FYE 12/31/2011  FYE 12/31/2012
124,562 120,908
131 0
854,492 750,305
9,769 7.155
988,954 878,368
216,252 177,632
0 0

24,681 32,274
69,612 109,140
28,066 29,129
12,188 9,030
68,266 85,885
633,169 602,525
1,052,234 1,045,615

(63,280) (167,247)
10,532 87,948
256 128
10,788 88,076
(52,492) (79,171)
1,232,017 1,179,525
1,179,525 1,100,354




LINTON HOUSING AUTHORITY
LINTON, ILLINOIS

MANAGEMENT'SDISCUSSION AND ANALYSIS
DECEMBER 31, 2012

The decrease in net assets of these funds was primarily due to a decrease in grant
funding.

Compared with the prior fiscal year, total tenant revenues decreased $3,785 or by -3%.

Compared with the prior fiscal year, total expenses decreased by $6,619 with the most
significant cause(s) listed below

e Administrative costs decreased by $38,620.
e HAP payments decreased by $30,644.

These changes led to a decrease in total assets by $80,771 and a decrease in liabilities by
$891. With these changes, there is still aimost $7.34 of current assets covering each
dollar of liability.

ECONOMIC FACTORSAND NEXT YEAR'SBUDGETSAND RATES

The Housing Authority is primarily dependent upon HUD for the funding of operations;
therefore, the Housing Authority is affected more by Federal budget than by local
economic conditions. The capital budgets for December 2012 fiscal year have aready
been submitted to HUD for approval and no magjor changes are expected.

The Capital fund programs are multiple year budgets and have remained relatively stable.
Capital Funds are used for the modernization of public housing properties including
administrative fees involved in the modernization.

CONTACTING THE HOUSING AUTHORITY’'SFINANCIAL MANAGEMENT

Our financial report is designed to provide our citizens, investors, and creditors with a
general overview of the Housing Authority’s finances, and to show the Housing
Authority’s accountability or the money it receives. If you have questions about this
report, or wish to request additional financial information, contact J Ken Wright,
Executive Director, Linton Housing Authority, Rt. #2, Box 655, Linton, IN 47441.



LINTON HOUSING AUTHORITY

LINTON, INDIANA

STATEMENT OF NET POSITION - PROPRIETARY FUNDS

AS OF DECEMBER 31, 2012

ASSETS

Cash - operating

Cash - restricted

Cash - tenant security deposits
Receivables (net)

Inventory

Prepaid expenses

Capital assets:
Land, land improvements and construction in progress
Other capital assets, net of depreciation
Net Capital Assets
Total Assets

DEFERRED OUTFLOWS OF RESOURCES (Note 9)

TOTAL
LIABILITIES

Accounts payable and accrued expenses
Accrued liabilities
Unearned revenue

Tota Liabilities

DEFERRED OUTFLOWS OF RESOURCES

NET POSITION

Net investment in capital assets
Restricted
Unrestricted

Total Net Position

TOTAL

The notes to financial statements are an integral part of this statement.

$ 293481
671,956

$ 717,877
64,922

7,119

214

1,150

4,086

$ 965437
$ 1,120,805

$ 709
$ 1121514

$ 16,820
3,371

969

$ 21,160

$ 0

$ 965437
63,953
70,964

$ 1,100,354
$ 1121514




LINTON HOUSING AUTHORITY
LINTON, INDIANA

STATEMENT OF REVENUES, EXPENSES AND CHANGESIN NET POSITION -
PROPRIETARY FUNDS
TWELVE MONTHSENDED DECEMBER 31, 2012

Operating Income

Tenant rental revenue $ 120,908
Total Rental Revenue $ 120,908
HUD grants - operating 750,305
Other revenue 7,155
Total Operating Income $ 878,368
Operating Expenses
Administration $ 177,632
Utilities 32,274
Ordinary maintenance and operation 109,140
General expense 29,129
Extraordinary maintenance 9,030
Housing assistance payments 602,525
Depreciation 85,885
Total Operating Expenses $ 1,045,615
Net Operating Income (Loss) $ -167,247
Nonoperating Income
Interest income 128
Capital Contributions
Capital fund grants 87,948
Changesin net position $ -79171
Net position, beginning of year 1,179,525
Net position, end of year $ 1,100,354

The notes to financial statements are an integral part of this statement.



LINTON HOUSING AUTHORITY
LINTON, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHSENDED DECEMBER 31, 2012

Operating Activities

Operating grants $ 772,942
Tenant revenue 122,098
Other revenue 7,155
Housing assistance payments -602,525
Payments to employees -140,445
Payments to suppliers and contractors -217,995
Net Cash Provided (Used) by
Operating Activities $ -58,770

Investing Activities

Interest income $ 128
Net Cash Provided (Used) by
Investing Activities $ 128

Capital and Related Financing Activities

Capital fund grants $ 87,948

(Additions) deletions to fixed assets -219,689
Net Cash Provided (Used) by

Capital and Related Financing Activities $ -131.741

Net Changein Cash $ -190,383

Cash Balance at December 31, 2009 340,301

Cash Balance at December 31, 2012 $ 149918

The notes to financial statements are an integral part of this statement.

10



LINTON HOUSING AUTHORITY
LINTON, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHSENDED DECEMBER 31, 2012

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities

Net operating income (loss) $ -167,247
Adjustment to Reconcile Operating Income (Loss)
to Net Cash Flows from Operating Activities:

Depreciation 85,885
(Increase) decrease in accounts receivable 24,704
(Increase) decrease in prepaid expenses -783
(Increase) decrease in inventories 271
(Increase) decrease in deferred outflows -709
Increase (decrease) in accounts payable -1,548
Increase (decrease) in other liabilities 219
Increase (decrease) in unearned revenues 438

Net Cash Provided (Used) by Operating Activities $ -58,770

The notes to financial statements are an integral part of this statement.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHSENDED DECEMBER 31, 2012

Note 1 - Summary of Significant Accounting Policies

(a) Organization and Reporting Entity -

The Linton Housing Authority was established by the City pursuant to the laws of the State of
Indiana, to transact business and to have powers as defined therein. The Housing Authority was
established to providelow-rent housing for qualified individualsin accordancewiththerulesand
regulations prescribed by the Department of Housing and Urban Development and other
applicable Federal Agencies.

Under the United States Housing Act of 1937, asamended, the U.S. Department of Housing and
Urban Development (HUD) had direct responsibility for administering low-rent housing
programsinthe United States. Accordingly, HUD hasentered into acontract with the Authority
for the purpose of assistingin financing the acquisition, construction and leasing of housing units
and to make annual contributions (subsidies) to the program for the purpose of maintaining its
low-rent character.

In evaluating the Authority asareporting entity, management has addressed itsrel ationship with
the City of Linton and concluded that the City does not maintain an oversight responsibility for
the Authority'soperations. An independent Board of Commissioners, appointed by the Mayor,
is responsible for the activities of the Authority. The Authority recruits and employs its
executivestaff and hassubstantial legal authority to control itsaffairswithout requiring approval
of the City government. Debt incurred by the Authority isnot an obligation of the City; the City
doesnot review or approvethe Authority's budget, is not entitled to any surplus funds generated
by the Authority's operations and is not responsible for any deficits incurred by the Authority.

The Authority is governed by a Board of Commissioners appointed by the office of the Mayor,
and has governance responsibilities over all activitiesrelated to all housing activitieswithin the
City. The Board of Commissioners has decision making authority and the power to designate
management. The members do not serve as the discretion of the Mayor, i.e. they can only be
removed for cause. The Authority’s Board elects its own chairperson.

Consequently, in accordance with evaluating the criteria set forth in Section 2100 and 2600 of
the Governmental Accounting Standards Board Codification, management has concluded that
the Linton Housing Authority is a separate reporting entity. All funds and programs of the
Housing Authority areincluded in these statements. The Housing Authority has no component
units.

(b) Method of Accounting -

The financial statements of the Housing Authority have been prepared on the accrual basis of
accounting and accordingly, reflect al significant receivables, payables and other liabilities.

TheHousing Authority appliesall relevant Governmental Accounting StandardsBoard (GA SB)
pronouncements. The funds apply Financia Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unlessthose pronouncementsconflict or contradict GA SB pronouncements,
in which case, GASB prevails.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(c) Financia Statement Presentation

Although aformal policy has not been adopted, infinancial statement preparation the Authority
distinguishes operating revenues and expenses from non-operating items. Operating revenues
and expenses generaly 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 assi stance paymentsand other general expenses. All revenuesand expensesnot meeting
these definitions are reported as non-operating revenues and expenses.

(d) Funds -

Each of the programs of the Housing Authority are organized on a basis of fund accounting,
using a separate set of self balancing accounts as prescribed by HUD. The programs of the
Housing Authority are:

Low Rent Public Housing
* Housing Choice Vouchers
*  Capital Fund Program

These programs are al accounted for within the ‘Proprietary’ (enterprise) fund as described
below:

Proprietary Fund Types:

Proprietary funds use the economic resources measurement focus and utilize the accrual basis
of accounting. All assets and liabilities associated with a proprietary fund’s activities are
included on the fund statement. Proprietary fund equity is segregated into Invested in Capital
Assets Net of Related Debt, Restricted Net Assets and Unrestricted Net Assets.

(e) Cash and Cash Equivalents -

(f)

For purposes of the statement of cash flows, the practice of the Housing Authority isto consider
al highly liquid investments to be cash equivalents. The term “highly liquid” refers to
investments with a maturity of one (1) month or less when purchased to be cash equivaents.

Interprogram Receivables and Payables

During the course of operations, numerous transactions occur within individual programs that
may result in amounts owed between these programs. These receivables and payables are
classified as* duefrom other programs” or “dueto other programs’ on the combining statement
of net position and have been eliminated in the basic financial statements.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(9) Accounts Receivable -

The tenants accounts receivabl e discloses the gross amount due from the tenants at December
31, 2012, and does not take into consideration prepaid amounts. The Housing Authority
provides for an allowance for doubtful accounts, based on the estimated collections of current
accounts receivables. The Housing Authority periodically writes off uncollectible accounts
receivable to the alowance account based on a review of the current status of existing
receivables and the determination that the receivable will not be collected.

(h) Inventories and Materials -

(i)

()

Inventories and materials are stated at cost which approximates market determined on afirst-in,
first-out basis.

Investments -
Investments are stated at cost which approximates market.
Fixed Assets -

For the purpose of determining, distinguishing and recording materials and non-expendable
equipment and personal property purchased or acquired in connection with development,
management, and maintenance of public housing devel opments owned or operated, the Housing
Authority follows the following capitalization policy:

If the initial cost of a piece of equipment and/or other personal property is one thousand
(%$2,000) or more and the anticipated life or useful life of said equipment or property ismore
than one (1) year, the same shall be capitalized and recorded as non-expendabl e equipment
and charged as a capital expenditure.

Land, buildings and equipment contains the following:

1) Thetota development construction costs incurred for each project at the end of the initial
operating period,

2) nonexpendable equipment, and

3) property betterments and additions

4) land acquisitions.

These are recorded at cost. Depreciation of property and equipment is provided using the
straight line method for financial reporting purposes at rates based on the following estimates:

Buildings 25 years
Equipment 3 years
Transportation equipment 7 years
Furniture and fixtures 7 years

Leasehold improvements 10 years
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(K) Net Position -

()

GASB Statement 63 requiresthe classification of net position into three components as defined
below:

1) Netinvestmentin capital assets- capital assets, net of accumul ated depreciation, reduced by
the outstanding balances of debt and deferred inflows of resourcesrelated to the acquisition,
construction or improvement of those assets.

2) Restricted - restricted assets reduced by liabilities and deferred inflows of resources related
to those assets.

3) Unrestricted - amounts not required to be reported in the other components of net position.
Income Tax -

The Authority, organized as a non-profit corporation subsidized by the Federal government, is
exempt from Federal and State income taxes.

(m)Annual Contributions/Subsidies and Other Grants

Annual contributionsand subsidiesreceived from the Department of HUD arerecorded as grant
revenues.

Other grants (such as CFP grants) arerecognized when program expendituresareincurred. Such
revenue is subject to review by the Department of Housing and Urban Development and may
result in disallowance in subsequent periods.

(n) The Housing Authority adopts a budget annually. The budget is submitted to the Board of

Commissionersfor approval. Subsequent budget revisionsmay also berequired to be submitted
for approval.

(o) The preparation of financial statements in conformity with generally accepted accounting

principles require the Housing Authority to make estimates and assumptions that affect certain
reported amountsand disclosures. Accordingly, actual resultscould differ from those estimates.

(p) Leasing activities (aslessor) - the Authority isthelessor of dwelling units mainly to low income

and/or elderly and disabled residents. The rentsunder the lease are determined generally by the
resident’s income as adjusted by eligible deductions regulated by HUD, athough the resident
may elect for a flat rent option. Leases may be cancelled by the lessee at any time. The
Authority may cancel the lease only for cause.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(q) Rental income is recognized as rents become due.

(r) Atany time during the year and at year end, there are construction projects in process. These

projects include modernizing rental units. The projects are funded by HUD and funds are
requested periodically as costs are incurred.

Note 2 - Cash and Investments

Statutes authorize the Housing Authority to invest in certificates of deposit, money market funds,
United States government securitiesand repurchase agreementsfully collateralized by United States
government securities.

All cash and investments are insured up to $250,000 by the Federal Deposit Insurance Corporation
(FDIC) or other equivalent insurance company of the depository financial institutions. The deposits
exceeding the insured or registered limits are public funds covered by the State of Indiana Public
Deposit Fund.

Custodial Credit Risk

a

Deposits - Custodial credit risk istherisk that in the event of afinancia institution failure, the
Authority’s deposits may not be returned or that the Authority will not be able to recover
collateral securitiesin the possession of an outside party.

Investments- Custodial credit risk istherisk that in the event of thefailure of the depository, the
Authority will not be ableto recover the value of itsinvestments or collateral securitiesthat are
in the possession of the outside party.

Credit Risk Investments, Concentration of Credit Risk and Interest Rate Risks - Investments

Credit Risk isthe risk that an issuer or other counter party to an investment will not fulfill its
obligations. The Housing Authority has no investment policy that limitsitsinvestment choices
other than the limitation of state law and/or the Department of Urban Devel opment regulations.

Concentrations of Credit Riskistherisk of loss attributed to the amount of the investment in a
singleissuer. TheAuthority doesnot haveaformal investment policy coveringtheconcentration
of credit risk.

Investment Rate Risk isthe risk that changesin interest rateswill adversely affect thefair value
of aninvestment. The Housing Authority hasno formal policy that limitsinvestment maturities
as ameans of managing its exposure to fair value losses arising from increasing interest rates.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 2 - Cash and Investments (Continued)

The cash deposits held at financial institutions can be categorized according to three levels of risk.
These three levels of risk are as follows:

Category 1- Deposits which are insured or collateralized with securities held by the Housing
Authority or by its agent in the Housing Authority’ s name.

Category 2- Deposits which are collateralized with securities held by the pledging financial
institution’ s trust department or agent in the Housing Authority’ s name.

Category 3- Deposits which are not collateralized or insured.

Based on the three levels of risk, all of the Housing Authority’s funds are classified as Category 1

Program Book Balance Bank Balance
Low Rent $ 31,051 $ 33,304
Voucher 118,867 120,394

Tota $ 149,918 $ 153,698

Note 3 - Compensated Absences

Vacation Leave

1. Vacationleavewith pay shall beearned by al regular full timeemployeesat thefollowing rates:
Upon completion of one (1) year continuous service employeeswill earn one (1) weeks pay.
Upon compl etion of two (2) years continuous serviceemployeeswill earntwo (2) weeks pay.
Upon completion of ten (10) years continuous service employees will earn three (3) weeks
pay. Continuous service defined as an employee who has worked for the same office or has
worked for various county offices for ten continuous years or more.

2. Employees shall not be granted pay in lieu of vacation.

3. All vacation must be taken during the calendar year of eligibility.

4. Employees who terminate without proper notification shall forfeit all right to vacation pay.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 3 - Compensated Absences

Sick Leave

1. Employees may be paid for leave taken because of illness or accident. An employee must work
six (6) consecutivemonthsbeforethe employeebecomeséligiblefor paidsick leave. All eligible
employees shall be entitled to six (6) full dayswith pay for sick leave in any twelve (12) month
period, which twelve month period shall be measured from anniversary date of such employee’s
employment. Any employee may accumulate hisor her unused sick leavetoward increasing the
period of sick leave to which her or sheis entitled in any given twelve months period, up to a
maximum of twelve (12) days of sick leave in any given twelve (12) month period.

2. Sick leave may be accumulated not to exceed twelve (12) days.
3. Inno event shall an employee be paid for sick leave not taken.

Note 4 - Defined Contribution Plan

The PHA participates in PERF (Public Employee Retirement Fund), a defined contribution
retirement program. The Housing Authority and the participants are required to contribute a
percentage of annual covered payroll. The plan requires the Housing Authority and the employee
to contribute 20% and 3% of covered wages, respectively. For thefiscal year ended December 31,
2012, required contributions by the Housing Authority were $19,234. Total annual payroll expense
was $140,664.

Note 5 - Post-Employment Benefits

TheHousing Authority does not provide post employment retirement benefits. Asaresult thereare
no disclosures included in these statements as required by GASB 45.

Note 6 - Accounts Receivable

Accounts receivable consists of the following accounts:

Tenants accounts receivable $ 385
Allowance for doubtful accounts -171

Subtotal $ 214
Interfund 10,356

Total $ 10,570



LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
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TWELVE MONTHSENDED DECEMBER 31, 2012

Note 7 - Prepaid Expenses

This classification includes the following accounts:

Prepaid insurance

Note 8 - Capital Assets

Balance as of December 31, 2012
Balance as of December 31, 2011
Net Increase (Decrease)
Reconciliation
Betterments and additions
Replacement of equipment

Current year depreciation expense

Net Increase (Decrease)

Analysis
Land
Buildings
Equipment and furniture
Leasehold improvements
Total
Accumulated depreciation

Net Assets

*Current year depreciation expense recognized.

Note 9 - Deferred Outflows of Resources

(CONTINUED)

01/01/2012  Additions/

$ 4,086

965,437

831,633

$ 133,804

210,794

8,895

-85,885 *

133,804

Deletions/ 12/31/2012
Transfers Balance

0$ 293481
0 2,902,618
22,835 107,901
0 1,242

$ 3,088,853

-2,257,220

22,835 $ 3,305,242

85,885 *_ -2,339,805

831,633 $

o A— L ALY

108,720 $ 965437

HUD - CFP funds

709



20

LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2012
(CONTINUED)

Note 10 - Accounts Payable

This classification includes the following accounts:

Vendors and contractors $ 9,701
Tenants security deposits 7,119
Subtotal $ 16,820
Interfund 10,356
Total $ 27,176

Note 11 - Notes Payable

On August 4, 1987, the U.S. Department of Housing and Urban Development (HUD) issued notice
PIH 87-212 to implement the provisions of the Housing and Community Devel opment Reconciliation
Amendments of 1985 (PL 99-272, enacted April 7, 1986). Thisnotice states, in part, the following:

Project debt to HUD (HUD-held notes) will be forgiven after adebt forgiveness amendment
to the consolidated Annual Contributions Contract has been executed by HUD and the Public
Housing Authority and after the Actual Development Cost Certificate has been included in
an audit and approved.

As apart of the HUD mandated GAAP conversion and the above referenced notice, al HUD-held
notes were recorded as debt forgiveness during a prior fiscal year.

Note 12 - Other Liabilities

Other liabilities consists of the following:

Current Portion:

Accrued wages and payroll taxes $ 3371

Note 13 - Unearned Revenue

This classification consists of the following accounts:

Tenants prepaid rent $ 969
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHSENDED DECEMBER 31, 2012
(CONTINUED

Note 14 - Administrative Fee

ThePHA receivesan "Administrative Fee" aspart of the annual contribution from HUD to cover the
costs (including overhead) of administering the HAP Program. Thefeeis calculated by HUD on an
annual calendar year basis.

Note 15 - Allocation of Costs

The PHA dlocated expenses not attributable to a specific program to all programs under
management. The basis for this allocation was the number of units in each program. Management
considers this to be an equitable method of alocation.

Note 16 - Contingencies

Federa Grants

Inthe normal course of operations, the Housing Authority receives grant funds from the Department
of Housing and Urban Development. The programs are subject to audit by agents of HUD, the
purpose of which is to ensure compliance with conditions precedent to the granting of funds. Any
liability for reimbursement which may arise asaresult of these auditsis not believed to be material.

Note 17 - Risk Management

The Housing Authority carries commercial insurance coverage to cover exposure and the risk of
losses related to torts, thefts, damages, destruction of assets, errors and omissions, injuries, natural
disaster and defal cation.

For insured programs there has been no significant reduction in insurance coverage. Settled claims
have not exceeded insurance coverages in the current or past three years.

Note 18 - Economic Dependency

The Housing Authority received most of its revenue (87%) from the Units States Department of
Housing and Urban Development. Thisfunding issubject to federal government appropriationsand
potential funding reductions.

Note 19 - Restricted Net Position

Restricted net position is restricted for the following:

HAP $ 63,953



SUPPLEMENTAL DATA



LINTON HOUSING AUTHORITY
LINTON, INDIANA

SCHEDUL E OF EXPENDITURES OF FEDERAL AWARDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2012

Federal Receipts or
CFDA Contract Grant Program Revenue Disbursements/
Federal Grantor/Program Number Number Period Amount Recognized Expenditures
U.S. Department of HUD
Direct Programs:
FYE

Public and Indian Housing 14.850a C-2080 12/31/12 $ 5913 $ 5913 $ 5,913

Housing Choice FYE

Vouchers* 14871 C2021v 12/3112 $ 727892 $ 727892 $ 727,892

Public Housing - FYE

Capital Fund 14872 C-2080 12/31/12 $ 125115 $ 104448 $ 104,448
Total Housing Assistance $ 858920 $ 838253 $ 838,253

*Denotes major program.

23
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

PHA’sSTATEMENT AND CERTIFICATION OF ACTUAL MODERNIZATION COST
PHASE IN36P05501-11

. The Actua Modernization Costs of Phase IN36P05501-11 are as follows:

Funds approved $ 65,510
Funds expended 65,510
Excess of Funds Approved $ 0
Funds advanced
Grants $ 65510
Funds expended 65,510
Excess of Funds Advanced $ 0

. The distribution of costs by project, as shown on the final Statement of Modernization Cost, dated
January 30, 2013, accompanying the Actual Modernization Cost Certificate submitted to HUD for
approval, isin agreement with the PHA’ s records.

. All modernization costs have been paid and all related liabilities have been discharged through
payment.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

PHA’sSTATEMENT AND CERTIFICATION OF ACTUAL MODERNIZATION COST
PHASE IN36P05501-12

. The Actua Modernization Costs of Phase IN36P05501-12 are as follows:

Funds approved $ 59,605
Funds expended 59,605
Excess of Funds Approved $ 0
Funds advanced
Grants $ 59,605
Funds expended 59,605
Excess of Funds Advanced $ 0

. The distribution of costs by project, as shown on the final Statement of Modernization Cost, dated
January 30, 2013, accompanying the Actual Modernization Cost Certificate submitted to HUD for
approval, isin agreement with the PHA’ s records.

. All modernization costs have been paid and all related liabilities have been discharged through
payment.
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Independent Auditor’s Report on Internal Control Over Financial Reporting
and on Compliance and Other M atters Based on an Audit
of Financial Statements Performed in Accordance with
Government Auditing Standards

Board of Commissioners
Linton Housing Authority
Linton, Indiana

| have audited in accordance with the auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller Genera of the United States, the financial statements of the Linton Housing
Authority, which comprise the statement of net position as of December 31, 2012, and the related
statements of changesin net position and cash flows for the year then ended, and the related notesto the
financial statements, which collectively comprise the Linton Housing Authority’s basic financial
statements and have issued my report thereon dated September 11, 2013.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, | considered the Linton Housing
Authority’ sinternal control over financial reporting (internal control) to determine the audit procedures
that are appropriate in the circumstances for the purpose of expressing my opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the Linton Housing
Authority’ sinternal control. Accordingly, | do not express an opinion on the effectiveness of the Linton
Housing Authority’ sinternal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on atimely basis. A material weaknessis adeficiency, or combination
of deficiencies, ininternal control, such that thereisareasonable possibility that amaterial misstatement
of the Linton Housing Authority’ s financial statementswill not be prevented, or detected and corrected
on atimely basis. A significant deficiency is adeficiency, or acombination of deficiencies, in internal
control that is less severe than a material weakness, yet important enough to merit attention by those
charged with governance.

My consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control, that might be material
weaknesses or significant deficiencies. Given these limitations, during my audit | did not identify any
deficienciesininternal control that | consider to be material weaknesses. However, material weaknesses
may exist that have not been identified.

920 West Pershing Road ¢ Decatur, Illinois 62526
Office: (217) 872-1908 ¢ Fax: (217) 872-1911 ¢ Email: pjscpa3la@aol.com




Compliance and Other Matters

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

| noted certain mattersthat | reported to the management of the Linton Housing Authority in a separate
letter dated September 11, 2013.

Purpose of this Report

The purpose of thisreport issolely to describe the scope of my testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Linton Housing
Authority’sinternal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standardsin considering the Linton Housing Authority’ sinternal
control and compliance. Accordingly, this communication is not suitable for any other purpose.

il § o

Decatur, lllinois Certified Public Accountant
September 11, 2013


Owner
PJS
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Independent Auditor’s Report on Compliance with Requirements
That Could Have a Direct and Material Effect on Each Major HUD-Assisted Program
and on Internal Control over Compliance in Accordance with OMB CIRCULAR A-133

Board of Commissioners
Linton Housing Authority
Linton, Indiana

Report on Compliancefor Each Major Program

| have audited the Linton Housing Authority’ s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement, that could have a direct and material
effect on each of the Linton Housing Authority’s major federal programs for the year ended December
31, 2012. The Linton Housing Authority’s major federal programs are identified in the summary of
auditor’ s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility
Management is responsible for compliance with the requirements of laws, regulations, contracts and
grants applicableto its federal programs.

Auditor’s Responsibility

My responsibility is to express an opinion on compliance for each of the Linton Housing Authority’s
major federal programs based on my audit of the types of compliance requirements referred to above.

| conducted my audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicableto financial audits contained in Gover nment Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
Sates, Local Governments, and Non-Profit Organizations (OMB Circular A-133). Those standardsand
OMB Circular A-133 require that | 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
materia effect on the major federal programs occurred. An audit includes examining, on atest basis,
evidenceabout the Linton Housing Authority’ scompliancewith thoserequirements and performing such
other procedures as | considered necessary in the circumstances.

| believethat my audit providesareasonabl e basi sfor my opinion on compliancefor each major program.
However, my audit doesnot providealegal determination of the Linton Housing Authority’ scompliance.

Opinion on Each Major Program

In my opinion, the Linton Housing Authority complied, in al materia respects, with the compliance
requirements referred to above that could have a direct and materia effect on each of its major federal
programs for the year ended December 31, 2012.

920 West Pershing Road ¢ Decatur, Illinois 62526
Office: (217) 872-1908 * Fax: (217) 872-1911 ¢ Email: pjscpa3la@aol.com




Other Matters

The results of my auditing procedures also disclosed immaterial instances of noncompliance which are
to be reported in accordance with OMB Circular A-133, which are described in the accompanying
schedule of findings and questioned costs as items 2012-001 and 2012-002. My opinion isnot modified
with respect to this matter.

The Linton Housing Authority’s responses to the noncompliance findings identified in my audit are
described in the accompanying schedule of findings and questioned costs. The Linton Housing
Authority’ sresponsewas not subjected to theauditing procedures appliedintheaudit of complianceand,
accordingly, | express no opinion on the responses.

Report on Internal Control Over Compliance

Management of the Linton Housing Authority is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In
planning and performing my audit of compliance, | considered the Linton Housing Authority’ sinternal
control over compliance with the types of requirementsthat could have adirect and material effect on a
major federal program to determine the auditing proceduresthat are appropriate in the circumstancesfor
the purpose of expressing my opinion on compliance for each major federal program 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,
| do not express an opinion on the effectiveness of the Linton Housing Authority’ sinternal 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 and correct, noncompliance with a type of compliance requirements of a federal
program on atimely basis. A material weaknessin internal control over complianceis adeficiency, or
combination of deficiencies, ininternal control over compliance, such that thereisareasonabl e possibility
that material noncompliance with atype of compliance requirement will not be prevented, or detected
and corrected, on a timely basis. A significant deficiency in internal control over compliance is a
deficiency, or combination of deficiencies, ininternal control over compliancewith atype of compliance
requirement of afederal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit the attention by those charged with governance.

My consideration of 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 material weaknesses or significant deficiencies. | did not identify any
deficiencies in internal control over compliance that | consider to be material weaknesses, as defined
above. However, material weaknesses may exist that have not been identified.

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

The purpose of this report on internal control over compliance is solely to describe the scope of my
testing of internal control over compliance and the results of my testing based on the requirements of
OMB Circular A-133. Accordingly, thisreport is not suitable for any other purpose.

Decatur, lllinois Certified Public Accountant
September 11, 2013


Owner
PJS


LINTON HOUSING AUTHORITY
LINTON, INDIANA

STATUS OF PRIOR AUDIT FINDINGS

The prior audit report for the period ended December 31, 2011 contained three findings.
Finding 2011-1: Financial Statements L ack Required Detail

The Housing Authority is not maintaining the proper detail in their general ledger to properly complete
the electronic reporting to REAC/HUD. The Housing Authority engages afee accountant to assist with
general ledgersand financial statement preparation, however, the fee accountant’ s software has not been
updated to comply with HUD’ s most recent chart of accounts and reporting requirements. The Housing
Authority must maintain their general ledgers and financia statements to comply with HUD
requirements. This finding continues.

Finding 2011-2: Depreciation Schedules Not Reconciled (SAS 12 L ack of Internal Controls)

The Authority is required to have internal controls over their financial statement preparations. Proper
procedures had not been devel oped to determinethat all transactionswere properly recorded. Asaresult
the fixed asset accounts lacked support or reconciliations.

The Housing Authority should develop and standardize the internal controls over financial statement
preparation. The standardized procedures should be documented in awritten manual and reviewed with
all personnel. The standardized controls should encompassall aspects of financial statement preparation
including the use and reliance upon the fee accountant. 1t should be written and designed to the current
systems, software and personnel in place. This finding continues.

Finding 2011-3: Incomplete Section 8 Participant Files

HUD regulations require that all participant files contain adequate documentation to support a
participant’ seligibility and the accurate cal cul ation of Housing Assistance Payments(HAP). TheLinton
Housing Authority’ sfiles examined lacked adequate documentation. Thisfinding is considered closed.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS- SUMMARY
FOR THE YEAR ENDED DECEMBER 31, 2012

Section | - Summary of Auditor’s Results

Financial Satements

Type of auditor’s report: Unqualified

*  Materia weakness(es) identified? yes X no

*  Significant deficiency (ies) identified? X yes none reported
Noncompliance material to financial statements noted? yes X no
Federal Awards
Internal control over maor programs:

*  Materia weakness(es) identified? yes X no

*  Significant deficiency (ies) identified? yes X none reported
Type of auditor’s report issued on compliance
for magjor programs: Unqualified
Any audit findings disclosed that are required
to be reported in accordance with
Section 510(a) of OMB Circular A-133? X yes no
|dentification of major programs:

CFDA Number(s) Name of Federal Program or Cluster

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? yes X no
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

CURRENT FINDINGS, RECOMMENDATIONS AND GRANTEE RESPONSE

Section Il - Financial Statement Audit Findings

Therewerethreefinancial statement audit findingswere discussed with J. Ken Wright, during the course
of the audit and at an exit conference held September 11, 2013

Finding 2012-001: Financial Statements L ack Required Detail

Condition and Criteria: HUD has developed a*Financial Data Schedule and Line Definition Guide”
dated FY E 06/30/2008 (Updated most recently in 2012) that providesthe prescribed chart of account and
FDS Definition Guideto beused in financial statement preparation. The Financial Data Schedule (FDS)
was created to standardize the financial information reported by Public Housing Authorities (PHAS) to
the Department of Housing and Urban Development (HUD) Real Estate Assessment Center (REAC).
REAC currently requires PHAS to report their accounting information using Generally Accepted
Accounting Principles (GAAP). REAC usesthe FDSto analyze PHA financial datain conjunction with
other performance measurements, to help ensure the success of PHA programs. The Housing Authority
has not updated their chart of account to correspond to HUD’ s prescribed chart of accounts.

In addition to not using the prescribed chart of accounts, in the prior year, Governmental Accounting
StandardsBoard (GA SB) approved Statement No. 63 which changeshow governmentswill organizetheir
statements of financial position. The Housing Authority’ s statements do not reflect these new standards.

Effect: The Housing Authority is not preparing its financial statements in the prescribed format .
Additionally, theHousing Authority isnot maintaining the proper detail intheir general ledger to properly
complete the el ectronic reporting to REAC/HUD.

Cause: The Housing Authority engages a fee accountant to assist with general ledgers and financial
statement preparation, however, the fee accountant’s software has not been updated to comply with
GASB No. 63 or HUD’ s most recent chart of accounts and reporting requirements.

Auditor’ s Recommendation: The Housing Authority must maintain their general ledgers and financia
statements to comply with GASB and HUD requirements.

Grantee Response: The Executive Director will contact the fee accountant to require that the changes be
made prior to the end of the next fiscal reporting period.
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LINTON HOUSING AUTHORITY
LINTON, INDIANA

CURRENT FINDINGS, RECOMMENDATIONS AND GRANTEE RESPONSE

Section 11 - Financial Statement Audit Findings (Continued)

Finding 2012-002: Depr eciation Schedules Not Reconciled (SAS 12 L ack of Internal Controls)

Condition and Criteria: The Authority isrequired to haveinternal controlsover their financial statement
preparations. Proper procedures had not been devel oped to determinethat all transactionswere properly
recorded. Asaresult thefixed asset accountslacked previously lacked support or reconciliations. Inthe
current year, it was noted that adjustments were made to the detail ed schedul e, but the adjustments made
and the final detail did not properly reflect current year transactions.

*  Many improvements and additions were purchased with Capital Fund funds, however, they
were not capitalized in accordance to the agency’ s capitalization policy.

*  Prior audit adjustments to asset basis had been ignored in the reconciliation of the detailed
schedule and the general ledger.

*  Current year capital fund transactions and the closing of the prior CFP projects were not
properly reconciled and added to the schedule.

Effect: There was inadequate reconciliation of the cash transaction, transactions in the general ledger
(improvements and their capitalization) of fixed assets and the detailed depreciation schedul e, therefore,
neither thedetail ed depreciation schedul eor thegeneral ledger accurately reflected thefixed asset activity
paid with Capital Fund grants for the year for the fiscal year.

Cause: TheHousing Authority had prepared an analysis of CFP expenditures, but the fee accountant had
not used the analysis during the preparation of the depreciation schedule or recording the CFP
transactions in the general ledger.

Auditor’s Recommendation: The Authority should develop and standardize the internal controls over
financial statement preparation. The standardized procedures should be documented in awritten manual
and reviewed with all personnel. The responsibilities and expectations of the fee accountant should be
detailed in awritten memorandum. The standardized controls should encompass all aspects of financial
statement preparation including the use and reliance upon the fee accountant. Correct charts of accounts
and financia statement format should be included in the design and the development of the controls.

Grantee Response: All internal control policies/procedures are currently being reviewed. By the end of
the next fiscal year, the Executive Director will work with the fee accountant to insure that all accounts
are properly reconciled. New policies will be developed as required and included in a formal written
internal control document. The need for correct financial statement format will be emphasized in our
development of an understanding with the fee accountant.

Section |11 - Federal Award Audit Findings

There were no federa award audit finding discussed with J. Ken Wright, during the course of the audit
and at an exit conference held September 11, 2013.



LINTON HOUSING AUTHORITY
LINTON, INDIANA

SCHEDULE OF ADJUSTING JOURNAL ENTRIES
DECEMBER 31, 2012

Audit Posting

Low Rent Account Number Debit Credit Account Number

1)
Modernization costs 1400.5 $ 853210 1400.5
Interest payable bonds - HUD 2133 3,152.00 2133
Vendors and contractors 2111 29 2111
Development costs 1400.2 $ 8,531.24 1400.2
Unreserved surplus 2810 .61 2810
Prepaid insurance 1211 .39 1211
HUD 1125 .06 1125
Payroll deductions 2117 3,152.09 2117

(To post prior year audit adjustments not posted)

(2
Employee benefits 4540 $ 28.83 2810
Sundry 4190 189.99 2810
Vendors and contractors 2111 $ 21882 2111

(To reverse prior year audit adjustments and record 4™ quarter PERF payable)

©)
Payroll deductions 2117 $ 33753 2117
Employee benefit contributions 4540 $ 33753 2810

(To adjust payable withholdings for December 2012 federal tax liability paid 1/9/2013 and for penalty
for 4™ quarter 941 paid 3/27/2013)

(4)
Compensated absence expense 4592 $ 4,107.20 2810
Admin saaries 4110 $ 3,652.20 2810
Maintenance - labor 4410 455.00 2810

(To record earned vacation time @ 12/31/12)

5
Admin salaries 4110 $ 3,518.00 2810
Interest payable bonds - non HUD 2133 $ 3,152.00 2133
Maintenance - labor 4410 366.00 2810

(To adjust wages payable to actual)

(6)
Invested in capital assets $ 2,000.00 2810
Development costs 1400.2 $ 2,000.00 1400.2

(To correct entry for trade in of mower for new mower and weed eater)



LINTON HOUSING AUTHORITY
LINTON, INDIANA

SCHEDULE OF ADJUSTING JOURNAL ENTRIES
DECEMBER 31, 2012

Audit

Low Rent Account Number Debit Credit

(7)
Invested in capital assets $ 869107 $ 2.00
Development costs 1400.2 2.00 15,439.00
M odernization costs 1400.5 6,747.93

(To correct closing entries 31-39)

8
Invested in capital assets $ 12,095.00
Depreciation expense 4470 $ 12,095.00

(To correct journal entry recording depreciation for CFP assets)

9)

Modernization costs 1400.5 $ 16,500.00
Invested in capital assets $ 26,074.93
Unrestricted net assets 20,667.00
HUD capital grants - 501-12 8029.2 8,795.00
Development costs 1400.2 19,887.07
(To correct entries 31-39 related to posting of prior audit adjustments)
Voucher
(1)
HUD subsidy - admin 8020 $ 1,970.00
HUD 1125 $ 1,9700
(To reclassify receipt 5/15/12 related to FY E 2011 final reconciliations)
@)
Accounts payable - vendor 2111 $ 2,690.00
Unrestricted net assets 2810 $ 01
Accounting & auditing 4170 2,500.00
Sundry - printing 4190 120.00
Sundry - telephone 4190 69.99
(To reverse prior year payable balances still on general ledger)
©)
Restricted net assets 2820 $ 22,465.55
Unrestricted net assets 2810 $ 22,465.55
(To correct posting of JV 12-016 per analysis of NRA and subsidy)
(4)
Compensated absence expense 4592 $ 3,065.91
Admin salaries 4110 $ 3,065.91

(To record earned vacation time @ 12/31/12)

Posting
Account Number

2810
1400.2
1400.5

2810
2810

1400.5
2810
2810
2845
1400.2

2810
1125

2811
2810
2810
2810
2810

2820
2810

2810
2810

35



Linton Housing Authority (IN055)

LINTON, IN
Entity Wide Balance Sheet Summary
Submission Type: Audited/A-133 Fiscal Year End: 12/31/2012
Project Total | 14871 Housing Subtotal ELIM Total
111 Cash - Unrestricted $22,963 $54,914 $77,877 $77,877
112 Cash - Restricted - Modernization and Development
113 Cash - Other Restricted $63,953 $63,953 $63,953
114 Cash - Tenant Security Deposits $7,119 $7,119 $7,119
115 Cash - Restricted for Payment of Current Liabilities $969 $969 $969
100 Total Cash $31,051 $118,867 $149,918 $0 $149,918
121 Accounts Receivable - PHA Projects
122 Accounts Receivable - HUD Other Projects $709 $709 $709
124 Accounts Receivable - Other Government
125 Accounts Receivable - Miscellaneous
126 Accounts Receivable - Tenants $385 $385 $385
126.1 Allowance for Doubtful Accounts -Tenants -$171 -$171 -$171
126.2 Allowance for Doubtful Accounts - Other $0 $0 $0 $0
127 Notes, Loans, & Mortgages Receivable - Current
128 Fraud Recovery
128.1 Allowance for Doubtful Accounts - Fraud
129 Accrued Interest Receivable
120 Total Receivables, Net of Allowances for Doubtful Accounts $214 $709 $923 $0 $923
131 Investments - Unrestricted
132 Investments - Restricted
135 Investments - Restricted for Payment of Current Liability
142 Prepaid Expenses and Other Assets $4,086 $4,086 $4,086
143 Inventories $1,150 $1,150 $1,150
143.1 Allowance for Obsolete Inventories $0 $0 $0
144 Inter Program Due From $10,356 $10,356 -$10,356 30
145 Assets Held for Sale
150 Total Current Assets $46,857 $119,576 $166,433 -$10,356 $156,077
161 Land $293,481 $293,481 $293,481
162 Buildings $2,862,987 $39,631 $2,902,618 $2,902,618
163 Furniture, Equipment & Machinery - Dwellings
164 Furniture, Equipment & Machinery - Administration $107,901 $107,901 $107,901
165 Leasehold Improvements $1,242 $1,242 $1,242
166 Accumulated Depreciation -$2,300,174 -$39,631 -$2,339,805 -$2,339,805
167 Construction in Progress
168 Infrastructure
160 Total Capital Assets, Net of Accumulated Depreciation $965,437 $0 $965,437 $0 $965,437
171 Notes, Loans and Mortgages Receivable - Non-Current
172 Notes, Loans, & Mortgages Receivable - Non Current - Past Due
173 Grants Receivable - Non Current
174 Other Assets
176 Investments in Joint Ventures
180 Total Non-Current Assets $965,437 $0 $965,437 $0 $965,437
190 Total Assets $1,012,294 $119,576 $1,131,870 -$10,356 $1,121,514




Linton Housing Authority (IN055)

LINTON, IN

Entity Wide Balance Sheet Summary

Submission Type: Audited/A-133

Fiscal Year End:

12/31/2012

Project Total

14.871 Housing
Choice Vouchers

Subtotal

ELIM

Total

311 Bank Overdraft

312 Accounts Payable <= 90 Days

$6,641

$3,060

$9,701

$9,701

313 Accounts Payable >90 Days Past Due

321 Accrued Wage/Payroll Taxes Payable

$3,371

$3,371

$3,371

322 Accrued Compensated Absences - Current Portion

324 Accrued Contingency Liability

325 Accrued Interest Payable

331 Accounts Payable - HUD PHA Programs

332 Account Payable - PHA Projects

333 Accounts Payable - Other Government

341 Tenant Security Deposits

37,119

$7,119

$7,119

342 Deferred Revenues

$969

$969

$969

F

343 Current Portion of Long-term Debt - Capital Projects/Mortgage Revenue

344 Current Portion of Long-term Debt - Operating Borrowings

345 Other Current Liabilities

346 Accrued Liabilities - Other

347 Inter Program - Due To

$10,356

$10,356

-$10,356

$0

348 Loan Liability - Current

310 Total Current Liabilities

$18,100

$13,416

$31,516

-$10,356

$21,160

351 Long-term Debt, Net of Current - Capital Projects/Mortgage Revenue

352 Long-term Debt, Net of Current - Operating Borrowings

353 Non-current Liabilities - Other

354 Accrued Compensated Absences - Non Current

355 Loan Liability - Non Current

356 FASB 5 Liabilities

357 Accrued Pension and OPEB Liabilities

350 Total Non-Current Liabilities

30

$0

$0

30

30

300 Total Liabilities

$18,100

$13,416

$31,516

-$10,356

$21,160

508.1 Invested In Capital Assets, Net of Related Debt

$965,437

$965,437

$965,437

511.1 Restricted Net Assets

$63,953

$63,953

$63,953

512.1 Unrestricted Net Assets

$28,757

$42,207

$70,964

$70,964

513 Total Equity/Net Assets

$994,194

$106,160

$1,100,354

$0

$1,100,354

600 Total Liabilities and Equity/Net Assets

$1,012,294

$119,576

$1,131,870

-$10,356

$1,121514




Linton Housing Authority (IN055)

LINTON, IN

Entity Wide Revenue and Expense Summary

Submission Type: Audited/A-133

Fiscal Year End:

12/31/2012

Project Total

14.871 Housing
Choice Vouchers

Subtotal

ELIM

Total

70300

Net Tenant Rental Revenue

$120,908

$120,908

$120,908

70400

Tenant Revenue - Other

70500

Total Tenant Revenue

$120,908

$0

$120,908

$0

$120,908

70600

HUD PHA Operating Grants

$22,413

$727,892

$750,305

$750,305

70610

Capital Grants

$87,948

$87,948

$87,948

70710

Management Fee

70720

Asset Management Fee

70730

Book Keeping Fee

70740

Front Line Service Fee

70750

Other Fees

70700

Total Fee Revenue

$0

$0

$0

70800

Other Government Grants

71100

Investment Income - Unrestricted

$68

$60

$128

$128

71200

Mortgage Interest Income

71300

Proceeds from Disposition of Assets Held for Sale

71310

Cost of Sale of Assets

71400

Fraud Recovery

71500

Other Revenue

$7,155

$7,155

$7,155

71600

Gain or Loss on Sale of Capitai Assets

72000

Investment Income - Restricted

70000

Total Revenue

$238,492

$727,952

$966,444

$0

$966,444

91100

Administrative Salaries

$58,033

$50,076

$108,109

$108,109

91200

Auditing Fees

$5,000

$5,000

$5,000

91300

Management Fee

91310

Book-keeping Fee

91400

Advertising and Marketing

91500

Employee Benefit contributions - Administrative

$5,545

$25,833

$31,378

$31,378

91600

Office Expenses

$11,097

$9,870

$20,967

$20,967

91700

Legal Expense

91800

Travel

$5,768

$5,768

$5,768

91810

Allocated Overhead

91900

Other

$4,040

$2,370

$6,410

$6,410

91000

Total Operating - Administrative

$89,483

$88,149

$177,632

$0

$177,632

92000

Asset Management Fee

92100

Tenant Services - Salaries

92200

Relocation Costs

92300

Employee Benefit Contributions - Tenant Services

92400

Tenant Services - Other

92500

Total Tenant Services

$0

$0

$0

30

$0




Linton Housing Authority (IN055)

LINTON, IN
Entity Wide Revenue and Expense Summary
Submission Type: Audited/A-133 Fiscal Year End: 12/31/2012
Project Total CTFTO?J; \}/_{O?JUCTJZ?S Subtotal ELIM Total
93100 Water $9,654 $9,654 $9,654
93200 Electricity $4,093 $4,093 $4,093
93300 Gas $619 $619 $619
93400 Fuel
93500 Labor
93600 Sewer $17,908 $17,908 $17,908
93700 Employee Benefit Contributions - Utilities
93800 Other Utilities Expense
93000 Total Utilities $32,274 $0 $32,274 $0 $32,274
94100 Ordinary Maintenance and Operations - Labor $25,382 $25,382 $25,382
94200 Ordinary Maintenance and Operations - Materials and Other $26,956 $26,956 $26,956
94300 Ordinary Maintenance and Operations Contracts $54,171 $54,171 $54,171
94500 Employee Benefit Contributions - Ordinary Maintenance $2,631 $2,631 $2,631
94000 Total Maintenance $109,140 $0 $109,140 $0 $109,140
95100 Protective Services - Labor
95200 Protective Services - Other Contract Costs
95300 Protective Services - Other
95500 Employee Benefit Contributions - Protective Services
95000 Total Protective Services $0 $0 30 $0 30
96110 Property Insurance $16,511 $16,511 $16,511
96120 Liability Insurance $233 $233 $233
96130 Workmen's Compensation $2,010 $2,010 $2,010
96140 All Other Insurance $3,090 $3,090 $3,090
96100 Total insurance Premiums $21,844 $0 $21,844 $0 $21,844
96200 Other General Expenses
96210 Compensated Absences $4,107 $3,066 $7,173 $7,173
96300 Payments in Lieu of Taxes
96400 Bad debt - Tenant Rents $112 $112 $112
96500 Bad debt - Mortgages
96600 Bad debt - Other
96800 Severance Expense
96000 Total Other General Expenses $4,219 $3,066 $7,285 $0 $7,285
96710 Interest of Mortgage (or Bonds) Payable
96720 Interest on Notes Payable (Short and Long Term)
96730 Amortization of Bond Issue Costs
96700 Total Interest Expense and Amortization Cost $0 $0 $0 30 $0
96900 Total Operating Expenses $256,960 $91,215 $348,175 $0 $348,175
97000 Excess of Operating Revenue over Operating Expenses -$18,468 $636,737 $618,269 $0 $618,269




Linton Housing Authority (IN055)
LINTON, IN

Entity Wide Revenue and Expense Surnmary

Submission Type: Audited/A-133 Fiscal Year End: 12/31/2012

14.871 Housing

Choice Vouchers Subtotal ELIM

Project Total

Total

97100

Extraordinary Maintenance $9,030 $9,030

$9,030

97200

Casualty Losses - Non-capitalized

97300

Housing Assistance Payments $602,525 $602,525

$602,525

97350

HAP Portability-In

97400

Depreciation Expense $85,885 $85,885

$85,885

97500

Fraud Losses

97600

Capital Outlays - Governmental Funds

97700

Debt Principal Payment - Governmental Funds

97800

Dwelling Units Rent Expense

90000

Total Expenses $351,875 $693,740 $1,045,615 $0

$1,045,615

10010

Operating Transfer In

10020

Operating transfer Out

10030

Operating Transfers from/to Primary Government

10040

Operating Transfers from/to Component Unit

10050

Proceeds from Notes, Loans and Bonds

10060

Proceeds from Property Sales

10070

Extraordinary Items, Net Gain/Loss

10080

Special ltems (Net Gain/Loss)

10091

Inter Project Excess Cash Transfer In

10082

Inter Project Excess Cash Transfer Out

10093

Transfers between Program and Project - In

10094

Transfers between Project and Program - Out

10100

Total Other financing Sources (Uses) 30 $0 30 $0

30

10000

Excess (Deficiency) of Total Revenue Over (Under) Total Expenses -$113,383 $34,212 -$79,171 30

-$79,171

11020

Required Annual Debt Principal Payments $0 $0 $0

$0

11030

Beginning Equity $1,107,577 $71,948 $1,179,525

$1,179,525

11040

Prior Period Adjustments, Equity Transfers and Correction of Errors

11050

Changes in Compensated Absence Balance

11060

Changes in Contingent Liability Balance

11070

Changes in Unrecognized Pension Transition Liability

11080

Changes in Special Term/Severance Benefits Liability

11090

Changes in Allowance for Doubtful Accounts - Dwelling Rents

11100

Changes in Allowance for Doubtful Accounts - Other

11170

Administrative Fee Equity $42,207 $42,207

$42,207

11180

Housing Assistance Payments Equity $63,953 $63,953

$63,953

11190

Unit Months Available 588 2628 3216

3216

11210

Number of Unit Months Leased 576 2573 3149

3149

11270

Excess Cash $3,483 $3,483

$3,483

11610

Land Purchases $4,318 $4,318

$4,318

11620

Building Purchases $206,476 $206,476

$206,476

11630

Furniture & Equipment - Dwelling Purchases $0 $0

$0

11640

Furniture & Equipment - Administrative Purchases $8,895 $8,895

$8,895

11650

Leasehold Improvements Purchases $0 $0

$0

11660

Infrastructure Purchases $0 $0

$0

13510

CFFP Debt Service Payments 30 30

30

13901

Replacement Housing Factor Funds $0 $0

30




(pAMELA% cg?MPSON

Certified Public Accountant

Board of Commissioners
Linton Housing Authority
Linton, Indiana

In planning and performing my audit of thefinancial statementsof Linton Housing Authority as
of and for the year ended December31, 2012, in accordance with auditing standards generally
accepted in the United States of America, | considered the Housing Authoritiesinternal control
over financial reporting (internal control) asabasisfor designing my auditing proceduresfor the
purpose of expressing my opinions on the financial statements, but not for the purpose of
expressing an opinion on the effectiveness of Linton Housing Authority ‘s internal control.
Accordingly, | do not express an opinion on the effectiveness of Linton Housing Authority ’s
internal control.

The administration of the Housing Authority is responsible for establishing and maintaining a
system of internal accounting control. Infulfilling thisresponsibility, estimates and judgements
by the administration are required to assess the expected benefits and related costs of control
procedures. The objectives of a system are to provide reasonable, but not absolute, assurance
that assets are saf eguarded agai nst |ossfrom unauthorized use of disposition and that transactions
are executed in accordance with authorization and recorded properly to permit the preparation
of financial statements in accordance with generally accepted accounting principles.

Because of inherent limitations in any system of internal accounting control, errors or
irregularities may nevertheless occur and not be detected. Also, projection of the system to
future periodsis subject to therisk that procedures may become inadequate because of changes
in conditions or that the degree of compliance with the procedures may deteriorate.

My study and evaluation madefor thelimited purpose described in thefirst paragraph would not
necessarily disclose all material weaknesses in the system. However, my study and evaluation
disclosed certain conditions in the following areas of which you should be aware in order to
improve operating efficiencies and strengthen internal controls:

1. WhilereviewingtheHousing Authority’ ssystem of internal controls, it cameto my attention
that not al internal control procedures being followed have been included in the written
policy/procedural manual. A procedural manual is essential to any system of internd
controls.

920 West Pershing Road ¢ Decatur, Illinois 62526
Office: (217) 872-1908 ¢ Fax: (217) 872-1911 ¢ Email: pjscpa3la@aol.com




In addition to the current policies/procedures, | suggest that the written manual be expanded
toinclude: (a) approval of journal entries(hard copiesinitiaed or signed) (b) documentation
of approval of payroll (payroll registers should beinitialed or signed) © credit card use (full
explanation of the purpose of travel, meal sand meetings attached to supporting invoices) (d)
personal use of agency assets (such as automobile, cell phone, etc) (€) reconciliation of rent
rolls and HAP registers with written documentation of approva and (f) method of
mai ntenance material sphysical inventory reconciliation and val uation methods. Thewritten
policies should also cover the extent that outside consultants are used to provide interna
controls.

A more detailed written manual will aid in the training of new staff, assure management of
consistency in policy application as well as accurate financial reporting.

2. Whilereviewing the agency’s SEMAP certification, the Housing could not provide written
documentation to substantiate that al of the SEMAP indicators had been properly tested.
The Housing Authority should expand and retain its documentation of quality control
reviews of the Section 8 HCV files.

3. During our review of insurance coverage, it was noted that none of the insurance premiums
had been allocated to the Section 8 Housing Choice Voucher Program. The PHA should
allocate a portion of applicable insurance expenses to the Section 8 program (for example:
worker’s compensation). It was aso noted that none of the 2011 audit expense had been
allocated to the HCV program. OMB Circular A-122 requires a uniform alocation of all
shared expenses.

4. The Board of Commissioners operated with only 4 members in fiscal year 2012 when
Indiana Statute requires that the agency maintain a5-7 person board. The Mayor should be
contacted to appoint additional board members as soon as possible.

5 It wasnoted that the fee accountant’ s monthly reconciliation of the security deposit reports
doesnot coincidewiththe PHA’ srecords. Thefeeaccountant should beinstructed to confer
with the housing personnel on all adjustments required to be posted to the detail.

6. In reviewing payroll withholding liabilities, | noted that they year end liability had been
adjusted improperly. The fee accountant should work closely with housing personnel prior
to adjusting balances. The Housing personnel should then closely review the financial
statement to insure the accuracy of all adjustment posted.

7. PHA should provide fee accountant with the information needed to calculate the
compensated absence expensefor Low Rent and V oucher; expenseisfor the earned portion
for each employee in the fiscal year.

This communication is intended solely for the information and used of management, the

Board of Commissioners, and others within the housing authority, and is not intended to be
and should not be used by anyone other than these specified parties. Please fedl free to

contact me if you have any questions.
Gl § foep™

Decatur, lllinois Certified Public Accountant
September 11, 2013


Owner
PJS




