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Jean Sickels

Certified Public Accountant
8518 S Kays Chapel Rd
Fredericksburg, Indiana 47120

INDEPENDENT AUDITOR'S REPORT

Board of Commissicners

Housing Authority of the City of Richmend
58 South Fifteenth Street

Richmond, IN 47374

I have audited the accompanying financial statements of the Housing Authority of the City of Richmond
("the Authority") as of and for the year ended June 30, 2012 as listed in the table of contents.
These financial statements are the responsikbility of the Authority's management. My responsibility is
to express an opinion on these financial statements based on my audit.

T conducted my audit in accerdance 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 I plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements, 2An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. I believe that my audit provides a reasonable basis for my opinion.

In my ‘opinion, the financial statements referred to above present fairly, in all material respects,
the financial positiocn of the Housing Authority of the City of Richmond as of June 30, 2012, and the
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 Government Auditing Standards, I have also issued my report dated January 16, 2013
on my .consideration of the Housing Authority of the City of Richmeond’s internal control over financial
reporting and on my tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpese of that report is to describe the scope of my
testing of internal contrel over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control owver 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 my audit.

The Management's Discussion and Analysis on pages 1 through viii, is not a required part of the basic
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. I have appllied certain limited procedures, which consisted
principally of inquiries of management regarding the methods of measurement and presentation of the

reguired supplementary information. .However, I did not audit the information and express no opinion
on it.

My audit was conducted for the purpose of forming an opinion on the financial statements of the
Housing Buthority of the City of Richmond. The accompanying Schedule of Expenditures of Federal Awards
reguired by the U. 8. 0Office of Manadgement and Budget Circular A-133, Audits of States, Local
Governments and Non-Profit Crganizations and the other supplemental information as listed in the table
of contents are presented for purposes of additional analysis and are not a required 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 the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance
with auditing standards generally accepted in the United States of America. In my opinion, is fairly
stated, in all material respects, in relation toc the basic figancial statements taken as a whole.
- i

i !

Certified Public Accountant

Fredericksburg, Indiana
January 16, 2013



Housing Authority of the City of Richmond
Management’s Discussion and Analysis
June 30, 2012

The Richmond Housing Authority's management discussion and analysis of the RHA
financial statements including a narrative overview and discussion of the financial
activities of the RHA for years and periods ending June 30, 2011 vs. June 30, 2012.

The MD&A is specifically designed to: 1.) assist the reader in focusing on significant
financial issues; 2.) provide a broad scope overview of the RHA's financial activities;
3.) identify and explain changes in the RHAs financial position from 2011 to 2012;
and 4.) highlight any individual funding source issues or concerns.

Since the MD&A is designed to present basic financial in a narrative, executive
summary format, the reader is encouraged to consider the information presented
here in conjunction with the RHA's audited financial statements.

Questions concerning any of the information provided in this report or request for
additional information should be addressed to Mr. Derek White, Executive Director,
Richmond Housing Authority, 58 S 15" St., Richmond, IN 47374

This MD&A is intended to serve as an introduction to the Housing Authority’s basic
financial 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: {a) fund
financial statements and (b) a series of notes to the financial statements. These
provide information about the activities of the Housing Authority as a whole and
present a longerterm view of the Housing Authority's finances. This report also
contains other supplemental information in addition to the basic financial statements
themselves demonstrating how projects funded by HUD have been completed.



Housing Authority of the City of Richmond
Management’s Discussion and Analysis
June 30, 2012

Reporting On The Housing Authority As A Whole

One of the most important questions asked about the Authority’s finances are, “Is the
Housing Authority as a whole better off, or worse off, as a result of the achievements
of fiscal year 2012." The Statement of Net Assets and the Statement of Revenues,
Expenses, and Changes in Net Assets 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.

Financial Highlights

. RHA’s total assets decreased by only $4,893 from 2011 to 2012. The
reduction in total assets was due to the large change in net capital assets
and cash and cash equivalents which was almost off-set by other current
assets.

e Total liabilities decreased by $21,917 which was created by minimal
increases in accounts payable and a sizable reduction in other liabilities.

. Total net assets increased by $16,699 due to a reduction in net investment
in capital assets and unrestricted net assets which was almost off-set by an
increase in restricted assets.

s« Agency revenues diminished by $778,441 because of a combination of
decreases in all line items except for the category of other income and
gain/loss.

+«  The overall collective effect on operating expenses from 2011 to 2012 was a
$391,124 decrease due to an expense reduction in all categories except
maintenance and casualty loss.

»  Total assets were diminished by only $ 34,382 from 2011 to 2012 because
the sizeable losses created from decreases in equipment and furniture
values and accumulated depreciation almost off-set by increases in land and
building values.

» The Agency realized a net operating loss of $ 387,317 because of a sizeable

decrease in RHA revenues, which was partially off-set by a reduction in
operating expenses of $391,124,

1l



Housing Authority of the City of Richmond
Management’s Discussion and Analysis
June 30, 2012

Fund Financial Statements

All of the funds of the Housing Authority are reported as proprietary funds. A fund is
a 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.

The Housing Authority’s financial statements report its net assets and changes in
them. One can think of the Housing Authority’s net assets - the difference between
assets and liabilities - as one way to measure the Authority's financial health, or
financial position. Over time, increases and decreases in the Authority's net assets
are one indicator of whether its financial health is improving or deteriorating. One will
need to consider other non-financial 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 This Annual Report

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

The Housing Authority auditors provided assurance in their independent auditors’
report, located immediately preceding 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 this report.

i



Housing Authority of the City of Richmond
Management’s Discussion and Analysis
June 30, 2012

Reporting The Housing Authority’s Most 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 for
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 assets, is an important financial indicator. The
statements evaluated include:

« Statement of net Assets — reports the Authority's current financial resources
(short term spendable resources) with capital assets and long-term debt
obligations.

. Statement of Revenues, Expenses, and Changes in Fund Net Assets reports
the Authority's operating and non-operating revenues, by major source along
with operating and non-operating expenses.

e«  Statement of Capital Assets — reports the Authority's activities to improve
andfor expand its assets and reflects current renovation efforts and
accumulated depreciation.

The following analysis of the entity wide financial statement is provided to assist the
reader of our financial statements.

The RHA maintains its books and records utilizing the accrual basis of accounting.
Accrual accounting recognizes revenues and expenses when earned regardless of
when cash is received or paid.

The following is a description of the programs and services that the authority provides
for the residents of the Richmond Housing Authority:

v



Housing Authority of the City of Richmond
Management’s Discussion and Analysis
June 30, 2012

Low Income Public Housing

The RHA owns approximately 304 units in four developments in the City of
Richmond. Merle Henderson contains 104 elderly/disabled units, Southview Heights
has 50 family units, Jerry Geier Apariments has 50 family units and Bobby Smith
Apartments has 100 family units. The Authority is responsible for the management,
maintenance and utilities for ali units and sites. On an annual basis, the Authority
submits a request for funding known as the Calculation of Operating Fund Subsidy.
The basic concept of the Calculation of Operating Subsidy is that the Authority has
an allowable Operating Expense Level, Allowable utilities Expenses Level and Audit
Costs that becomes the Authority’s Total Allowable Expenses. HUD will fund the
difference between the Total Allowable Expenses and the amount of rents that the
Authority can charge their tenants based upon HUD eligibility calculation. The funds

are utilized to provide safe, affordable, clean housing to the residents of the City of
Richmond, Indiana.

Section 8 Housing Choice Voucher Program

This grant program provides Housing Assistance Payments to Landlords who
participate in the program. Qualifying tenants o the program have their income
analyzed utilizing HUD's guidelines and their rent are assessed accordingly. The
balance between the differences of the allowable rent amount set by HUD and the
tenant’s contribution is equal to the Housing Assistance Payment..

Capital Fund Program

This grant program is awarded by HUD on an annual basis. The purposes of this
grant is to maintain the physical improvements of the Authority’s sites and the
administrative management to ensure those improvements are completed in the most
effective and efficient manner. The Authority requisitions funds from HUD as the
Authority expends funds.

The Homeless Prevention & Rapid Re-Housing (HPRP) Program

The Homeless Prevention & Rapid Re-Housing (HPRP) Program provides financial
assistance and services to prevent individuals and families from becoming homeless.
It also assisted those who were experiencing homelessness to be quickly re-housed -
and stabilized. The funding for this program provided short-term or medium-term
rental assistance and housing relocation and stabilization services. These services
included assistance with security deposits, monthly rent, mediation, credit counseling,

utility payments, moving cost assistance and case management. The program closed
at the end of the fiscal year.



Housing Authority of the City of Richmond
Management’s Discussion and Analysis

Authority-Wide Condensed Financial Statements

June 30, 2012

Statement of Net Assets .

Current & Other Assets 2012 2011 Change
Cash & Cash Equivalents $ 2,018,524 $ 1,984,190 $ (34,334)
Other Current Assets 123,803 128,648 (4,845)
Capital Assets (Net) 5,166,364 5,200,746 (34,382)
Total Assets $7,308.691 $7,313,584 $ (4,893)
Liabilities

Accounts Payable $ 91,526 $ 83,537 $ 7,989
Other Liabilities 62,145 92,051 (29,906)
Total Liabilities $ 153,671 $ 175588 $ (21,917)

1 Net Assets

Net Investment in Capital Assets $ 5,166,364 $5,200,746 $ (34,382)
Unrestricted Net Assets 306,494 571,362 (174,868)
Restricted Net Assets 1,582,162 1,365,888 226,274
Total Equity/Net Assets $ 7,155,020 $7,137,996 $ 17,024

Major Factors affecting the statement of Net Assets

Total Equity/Net Assets for FYE 2012 are $7,155,020 and at FYE 2011 the amount
was $7,137,996. This represents an increase of $17,024 for which the major reason
was the large increase in restricted net assets for 2012 vs. 2011 of $226,274 which

was partially off-set by a decrease in unrestricted net assets of $174,868.

Total liabilities decreased by $21,917 with the major impact due to the decrease of

other Liability for 2012.

Total Assets decreased by only $5,128 from 2011 to 2012 with the major reason
being a reduction in net investment in Capital Assets and Cash & Cash Equivalents
of $82,757 which was almost off-set by an increase in other current assets of

$77,539.
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Housing Authority of the City of Richmond
Management’s Discussion and Analysis

June 30, 2012

Statement of Agency Wide Revenues, Expenses, and Net Assets

Statement of Revenues

Source 2012 2011 Change
Public Housing Rental $ 389,775 $ 564,698 $(174,923)
HUD Operating Subsidy 2,278,510 2,620,936 (242,426)
HUD Capital Fund 319,946 778,003 (458,057)
Other Income 153,542 57,786 95,756
Gain/Loss on sale of Fixed Assets 884 (325) 1,209
Total Revenues $3,142,657 $3,921,098 $(778,441) |

The combined effect of revenue sources for 2012 created a decrease of $778,441 vs.
2011. There were decreases of $875,406 in all categories except for other income
and gain/loss on sale of fixed assets.

Statement of Expenses

Activity 2012 2011 Change
Administrative $ 617,810 $ 640,382 $ (22,572)
Tenant Services 7,845 13,774 (5,929)
Utilities 262,465 263,793 (1,328)
Maintenance 612,934 598,121 14,813
| Protective Services 49,788 52,971 (3,183)
Housing Assistance Payment 968,562 1,041,301 (72,739)
Depreciation 451,100 626,875 (175,775)
General Expense 148,586 279,865 {131,279)
Casualty Losses 6,868 | . 0 6,868
Total Expenses $3,125,958 $3,517,082 $(391,124) |
Total operating expense decreased by $391,124 for 2012 vs. 2011. The major

expense decreases were in every line item except for maintenance operation and

casualty losses.

The combination of a decrease in Total Revenue by $778,441 with a decrease in
Total Operating expense of $391,124 resulted in a net operating loss of $387,317.
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Housing Authority of the City of Richmond
Management’s Discussion and Analysis
June 30, 2012

Statement of Capital Assets

Source 2012 2011 Change
Land $ 1,347,987 § 960,488 $ 387,499
Buildings 14,480,100 14,031,972 448,128
Equipment And Furniture 778,847 1,232,770 (453,823)
Construction in progress 423,526 523,058 (99,532)
Accumulated Depreciation {11,864.196) (11,647,542) (316,654)
Total Assets $ 5,166,364 | $ 5,200,746 $ (34,382)

Total Non-Current Asset value has decreased by $34,382 from 2011 to 2012. The
major negative impacts to capital asset were accumulated depreciation which
increased by $316,654 and the reduction in equipment and furniture value of
$453,823. This negative factor was reduced by increases in the value of land and
buildings by $835,627.

Eccnomic Factors

The Housing Authority’s 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 2012 fiscal year have already been
submitted to HUD for approval and no major changes are expected.

Significant economic factors affecting the Authority are as follows:

. Federal funding provided by Congress to the Department of Housing and
Urban Development. '

. l.ocal labor supply and demand, which can affect salary and wage rates.

. Local inflationary, recessionary and employment trends, which can affect
resident incomes and therefore the amount of rental.

. Income Inflationary pressure on utility rates, supplies and other costs.

viii
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HOUSING AUTHORITY OF THE CITY COF RICHMOND

Richmond, Indiana

STATEMENT OF NET ASSETS
JUNE 30, 2012

ASSETS
Current Assets
Cash and cash equivalents S 518,760
Restricted cash and cash equivalents 1,499,764
Accounts receivable, net 68,539
Prepald expenses 43,349
Inventory, net 11,915
Current Assets 2,142,327

Capital Assets

Land and other nondepreciable assets 1,771,513
Depreclable capital assets, net 3,394,851
Total Capital Assets 5,166,364
Total Assets ' ' ‘ 7,308,691
LIABITLITIES
Current liabilities
Accounts payable 17,7135
Accrued liabilities 31, 654
Payable from restricted cash and cash equivalents:
Tenants security depcsits 47,805
beferred revenue 20,267
Total Current Liabilities 117,461
Nongurrent liabilities 7 36,210
Total Liabilities ' 153,671
NET ASSETS
Invested in capital assets 5,166,364
Restricted 1,592,162
Unrestricted 396,494
Total Net Assets 5 7,155,020

The accompanying notes are an integral part of these financial statements.
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HOUSING AUTHORITY OF THE CITY OF RICHMOND

Richmond, Indiana

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR TEE YEAR ENDED JUNE 30, 2012

OPERATING REVENUES
Rental income

Other income
TOTAT, OPERATING REVENUE

QPERATING EXPENSES
Administrative
Tenant services
Utilities
Ordinary maintenance and operation
Protective services
General expense
Housing Assistance Payments
Depreciation expense

TOTAL OPERATING EXPENSES
OPERATING INCCME (LOSS)
NONOPERATING REVENUES
Federal ocperating grants
Gain or loss on sale of capital assets
Interest income
NET NONOPERATING REVENUES -
CAPTTAL CONTRIBUTIONS
CHANGE IN NET ASSETS

TOTAL NET ASSETS - BEGINNING OF YEAR

TOTAL, NET ASSETS - END OF YEAR

The accompanying notes are an integral part of these financial statements.
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390,100
123,999

514,099

617,810
7,845
262,465
619,802
49,788
148,586
968,562
451,100

3,125,958

(2,611,859)

2,278,510
884
29,543

2,308,937

319, 946

17,024

7,137,996

7,155,020




HOUSING AUTHCRITY OF THE CITY OF RICHMOND

~ Richmond, Indiana

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2012

CASH FLOWS FRCOM OPERATING ACTIVITIES
Receipts from tenants and other depcsits
Payments to vendors
Payments to landlords
Payments to employvees

Net Cash Used by Operating Activities

Grants received

‘Net Cash From Noncapital Financing Activities

CASH FPLOWS FROM CAPITAT, AND RELATED FINANCING ACTIVITIES
Capital grants received .
Acguisition and construction of éapital assets
Net Cash Flows Provided (Used}
by Capital and Related Financing Activities

CASH FI.OWS FROM INVESTING ACTIVITIES
Interest received
Net Cash From Investing Activities

Net Increase in Cash and Cash Equivalents

Cash - Beginning of year
Cash - End of year

Reconciliaticn of- Deposits:

‘Cash and cash ‘equivalents
Restricted cash and cash equivalents
Total Deposits

Continued

511,041
(871,429)
(068,562)
(848, 881)

(2,177,831}

2,278,510

2,278,510

318,946
(415,834)

(95,888)

29,543

29,543

34,334

1,984,190

2,018,524

518,760
1,499,764

2,018,524




HOUSING AUTHORITY OF THE CITY CF RICHMOND

Richmond, Indiana

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2012

RECONCILIATIQN OF OPERATING (IL0OSS) TO
NET CASH USED BY OPERATING ACTIVITIES

Operating income (loss) 5 (2,611,859)
Adjustments to reconcile net operating loss to net cash
used by operating activities:
Depreciation 451,100
Changes in assets and liabilities:
(Increase) Decrease in:

Aocounts receivable ‘ {3,058)

Prepaid expenses 1,677

Inventory 6,226

Increase (Decrease) in: .

BLcoccounts payable {35,759)

Accrued liabilities 8,675

Deferred revenue 5,167
Net -Cash Used by Operating Activities 5 (2,177,831)

The accompanying notes are an integral part of these financial statements.



HOUSING AUTHORITY OF THE CITY COF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012

NOTE A - Summary of Significant Accounting Policies and Organization:

The financial statements of the HOUSING AUTHORITY OF THE CITY OF RICHMOND ("the
Authority") have been prepared in conformity with generally accepted accounting
principles (GBAP) as applied to government unlts, The Government Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles.

Reporting Entity

The entity 1s a public corporation, legally separate, fiscally independent, and
governed by the Board of Commissioners. As required by generally accepted
accounting principles, these financial statements present the financial position and
results of operations of the Housing Authority of the City of Richmeond, a primary
government. There are no component units to be included herewith, but this report
does include all programs which are controlled by the entity’s governing body.

The financial statements of the Housing Authority of the City of Richmond include
the following:

_Project- . L ‘ Units
Authority owned : : 304
Housing Assistance Payments Program:

Housing Choice Vouchers 273
Total 577
Basis of Presentation - The accounting pelicies of the Authoerity conform to

generally accepted accounting principles (GAAP) promulgated by the Governmental
Accounting Standards Board (GASB) and the Financial Accounting Standards Board
(FASB) as applicable to special-purpose governments engaged in business-type
activities. Pursuant to the election option made available by GASB Statement No.
20, pronouncements of the Financial Accounting Standards Board (FASB) issued before
November 30, 1989, in accounting and reporting for its proprietary cperations have

been applied, but has elected not to apply FASB pronouncements issued after November
30, 1989.

. Net Assets - Generally accepted accounting principles for state and local
_governments requires .that resources be classified for accounting and reporting
purposes into the following three net asset categories:

Invested in Capital Assets, Net of Related Debt ~ Capital assets, nst of accumulated
depreciation and cutstanding principal balances of debt attributable to the

acquisition, construction or improvement of those assets. The Authority does not
have any debt.

Restricted - Net assets whose use by the Authority is subject to externally imposed
stipulatiocns that can be fulfilled by actions of the Authority pursuant to those
stipulations or that expire by the passage of time. Such assets include assets
restricted for capital acguisitions and debt service. The Authority has restricted
funds totaling $38,804 that represents excess HAP grant funding provided by the
Department of Housing & Urban Development for the sole purpose of providing
assistance payments to eligible individuals through the-  Housing Choice Voucher

Program. The requirements imposed by HUD represent a legally enforceable
reguirement upon this program.

Unrestricted - Net assets that are not subject toc externally imposed stipulatioms.
Unrestricted net assets may ke designated for specific purposes by action of
management or the Authority Board or may otherwise be limited by contractual
agreements with outside parties.



HOUSING AUTHORITY OF THE CITY OF RICHMCND
Richmond, Indiana

NCTES TO FINANCIAL STATEMENTS
JUNE 30, 2012
{Continued)

NOTE A - Summary of Significant Accounting Policies: (Continued)

Accounting Policies -~ The financial statements of the Authority have been prepared
in conformity with generally accepted accounting principles (GAAP) as applied to
government units. The Government Accounting Standards Board (GASB) 1s the accepted

standard setting body for establishing governmental accounting and financial
reporting principles.

Use of Enterprise Accounting - The Authority presents its financial statements using
enterprise accounting, as allowed by governments. Although the Authority accounts
for its programs using accounts for Lts internal reporting, the Authority is
considered to be a unified enterprise fund for reporting purposes. Accordingly, the
Authority uses the economic resources measurement focus and the related accrual
basis of accounting. Under the economic resources measurement focus, the Authority
accounts for all assets and liabilities. Under the accrual basis of accounting
expenses are recerded when the goods and services are received, irrespective of when

paid for, and revenues are recorded as earned, irrespective of when cash is
received.

Budgets - Budgets are prepared on an annual basis for each major operating program
and are used as a management tool throughout the accounting cycle. The capital fund
budgets are adopted on a "project length” basis.

Budget compared Lo actual presentation is not presented because the Authority does
not annually adopt a legally authorized budget. The Authority's budget is adopted
by the Authority's board and approved by HUD. This budget deces not represent a
legally binding appropriated budget that has been signed into law or a non-
appropriated budget authorized by constitution. The Authority's budget represents
budgetary execution and management by its board and HUD; thersfore, budgetary data
arnd presentation is not required.

Cash and Cash Equivalents ~ Deposits consist of checking accounts and Certificates
of Deposit and are stated at fair value. Depcsits are fully collateralized or
vested in securities of the United States Govermment and are identified specifically
in the name of the Authority.

For the purposes of the Statement of Cash Flows, the Authority considers all highly
liquid cash deposits and cash equivalents with a maturity of three months or less
when purchased and non negotiable Certificates of Deposit to be cash equivalents.
There were no noncash investing, capital, and financing activities during the year.

Tenant Receivables - Receivables for rentals and service charges are reperted at net
of an allowance for doubtful accounts. The Authority board takes monthly action as
required to write off specific uncollectible accounts receivable balances.

Prepaid - Prepaid represent payments made to vendors for services that will benefit
beyond June 30, 2012.

Inventories - Inventories are valued at cost, which approximates market value. The
Authority uses the average cost method.

Capital assets - Capital assets purchased are recorded on the Statement of Net
Assets at the time of purchase. Such assets are recorded at cost. The
capitalization policy of the Authority requires assets to be capitalized when their
cost is $1,000 or more. Donated assets are recorded at [air market wvalue at the date
of donation. Because developments and major capital repairs or improvements are

financed through cash advances from HUD, there are no capitalized interest costs in
current programs.



NOTE A -

NOTE B -

HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TC FINANCIAIL STATEMENTS
JUNE 30, 2012
{Continued)

Summary of Significant Accounting Policies: (Continued)

Depreciation of capital assets is computed by the straight-line method based upon
the estimated useful lives of the assets as follows:

Class Life

Buildings and Improvements 10-40 years

Furniture, Equipment and Machinery 5 years
Compensated Absences - Compensated absences are those absences for which employees

will be paid, such as vacation and sick leave. A liability for compensated absences
that is attributable to services already rendered and that are not contingent on a
specific event that is ocutside the control of the Authority and its employees, is
accrued &s employees earn the rights to the benefits. Compensated absences that
relate to future services or that are contingent on a specific event that is outside
the ceontrol of the Authority and its employees are accounted for in the period in
which such services are rendered or in which such events take place,

Operating Revenues and Expenses — Operating revenues and expenses generally result
from providing and producing goods and/or services in connection with providing low
income housing programs. Operating expenses include the cost of sales and services,
administrative expenses and depreciation on capital assets. All revenues and

expenses not meeting this definition are reported as non operating revenues and
expenses.

Restricted Assets - When both restricted and unrestricted resources are available

for use, it is the Authority's policy to use unrestricted resources first, and then
restricted resources as they are needed.

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

Leasing Activities (as Lessor) - The Authority is the lessor of dwelling units
primarily to low-income residents. The rents under the leases are determined
generally by the resident's income as adjusted for eligible deductions regulated by
HUD, although the resident may opt for a flat rent. Leases may be cancelled by the
lessee at any time. The Authority may cancel the lease only for cause.

Deposgits, Cash and Cash Equivalents:

1. HUD Deposit Restrictions

HUD requires RAuthorities to invest excess HUD program funds in cobligations of the
United States, certificates of deposit or any other federally insured instruments.

HUD also reguires that deposits of HUD program funds be fully insured or
collateralized at all times. Acceptable security includes FDIC/FSLIC insurance and
the market value of securities purchased and pledged to the political subdivision.
Pursuant to HUD restrictions, cbligations of the United States are allowed as
security for deposits. Obligations furnished as security must be held by the

Authority or with an unaffiliated bank or trust company for the account of the
Autherity. :



HOUSING AUTHORITY OF THE CITY OF RICEMOND
Richmond, Indiana

NOTES TO FINANCIAT, STATEMENTS
JUNE 30, 2012
{Continued)

NOTE B - Deposits, Cash and Cash Equivalents: (Continued)

2. Risk Disclosures

A. Interest Rate Risk: As a means of limiting its exposure to fair value losses
arising from rising interest rates, the Authority’'s investment policy limits

the Authority’s investment portfolio to maturities not to exceed two years at
time of purchase.

At vyear end, all the Authority’'s deposits and investments were either
available on demand or have maturities of less than two years.

B. Credit Risk: This is a risk that a security or a portfolio will lose some or
all of its wvalue due to a real or perceived change in the ability of the
issuer to repay its debt. The Authority’s investment policy is that none of
its tectal portfolic may be invested in securities of any single issuer, other
than the US Government, its agencies and instrunentalitles.

C. Concentrations of Risk: The Authority has no policies limiting concentrations
of risk.

The carrying amounts of the Authority’s cash deposits were 52,018,524 at June 30,
2012, Rank balances before reconciling items were $2,021,869 at that date, the
total amount of which was ceollateralized or insured with securities held by an

unaffiliated banking institution in the Authority’s name except as noted above.
Deposits consist of the following:

Deposits in Bank 5 246,799
Certificates of Deposit 1,771,725
Total : 5 2,018,524

NOTE C - Accounts Receivable:

Accounts receivable at June 30, 2012, consist of the following:

Tenant accounts receivable, net of allowance for

doubtful accounts of 335,173 5 11,051
Fraud recovery, net of allowance of $39,7132 13,238
Miscellaneous accounts receivable 2,036
HUD 42,214
Total 5 68,539

NOTE D - Prepaid Expenses:

Prepaid expenses at June 30, 2012, consist of the fellowing:

Prepaid insurance § 43,349




HOUSING AUTHCRITY OF THE CITY OF RICHMOND
Richmend, Indiana

NOTES TCO FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)

NOTE E - Inventogz:

NOTE F -~

Inventory at June 30, 2012, consist of the following:

Materials and supplies $ 11,915
Materials inventcries are recorded at cost. The FIFQO inventory flow assumption is
used to determine expenditures. Expenditures are recorded when inventory is
consumed,

Capital Assets:

A summary in changes in capital assets is as follows:

Beginning Ending
Balance Balance
6/30/11 Increases Decreases 6/30/12
Capital assets, not
being depreciated:
Land $ 960,488 5 387,499 & 0 5 1,347,987
Construction in
Progress 523,058 319,946 { 419,478} 423,526
Total Capital Assets,
not being depreciated 1,483,546 707,445 { 419,478) 1,771,513
Capital Assets, being
depreciated:
Buildings &
Improvements 14,031,972 448,128 0 14,480,100
Furniture, equipment
& Machinery 1,232,770 { 319,5486) ( 134,277) 778,947
Total Capital Assets,
being depreciated 15,264,742 128,582 { 134,277 15,259, 647
Capital Assets, being
depreciated:
Buildings and '
Improvements (10,766,689) { 304,953} 0 (11,071,642)
Furniture, equipment
" & Machinery { 780,853) ({ 145,978) 134,277 { 792,554)
Less Accumulated
Depreciation: (11,547,542) { 450,931) 134,277 (11,864,196}
Total Capital Assets,
being depreciated, net 3,717,200 { 322,349) 0 3,394,851
Capital Assets, Net $§ 5,200,746 S 385,096 S${ 419,478y $ 5,166,364

Major constructicn renovation tThrough the Capital Fund Grant Program costs of
$779,592 that has yet to be expended under the current programs. HUD has approved
funding for the above amount.

Depreciation expense of $451,100 was incurred during the year.
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012
{Continued)

G - Accounts Payable:

Accounts Payable at June 30, 2012, consists of the following:

Accounts Payables

$17,735
Accrued Liabilities:

Accrued liabilities at June 30, 2012, consist of the following:

Accrued compensated absences s 17,327
Accrued Payroll and Withholdings 14,327
Total 5 31,654
Deferred Revenue:

Deferred revenue at June 30, 2012, consists of the following:

Prepald rent and other deferred revenue $ 20,267

Noncurrent liabilities:

Noncurrent liabilities at June 30, 2012, consist of the following:

06/30/11 Additions Deletions 06/30/12
Home Buyer Reserves 5 29,745 5 65,465 g 0 $ 36,210

Commitments and Contingencies:

Litigation - At June 30, 2012, the Authority was not involved in any threatened
litigation.

Examinations - The Autheority is subject to possible examinations made by federal and
state authorities who determine compliance with terms, conditicns, laws, and
regulations governing other grants given to the Authority in the current and prior
years. HUD has performed a management review during the year ended June 30, 2012.

Grant Disallowances - Bmounts receilved or receilvable from HUD are subject to audit
and adjustment by HUD. BAny disallowed claims, including amounts already collected,
would constitute a liability of the Authority. The amounts, if any, of expenses
which may be disallowed by the grantor cannot be determined at this time although
the Authority expects such amounts, if any, tc be immaterial.

Construction Projects — There are certain major construction projects in progress at
June 30, 2012. These include modernizing rental units at the project sites. These
projects are being funded by HUD. Funds are requested periodically as the cost is
incurred. These costs will be paid by grants committed to the Authority by HUD.

The Authority had outstanding construction commitments of $114,427 pertaining to its
Capital Fund Program.

11



NOTE L -

NOTE M -~

NOTE N -

NOTE O -

NOTE P -

HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012
{Continued)

Risk Management:

The Authority is exposed to various risks of losses related to torts; theft of,
damage to and destruction of assets; errors and omissions; injuries to employees;
and natural disasters. The Ruthority carries commercial insurance coverage for
these risks to the extent deemed prudent by Authority management, which includes
public officials, workman’s compensation, property, and aute insurance. Settled
claims have not exceeded this commercial coverage in any of the past 3 years.

The Authority participates in public entity risk poocls (Housing Authorities Risk
Retention Group) for general liability, and Directors’ and Officers’ liability and
workman's compensation. Settled claims resulting from these risks have not exceeded
risk poocl coverage in any of the past three fiscal vyears. Rights and
responsibilities of the Authority and the pool are contained within the pool
agreement and the scope of coverage documents.

Federal Operating Grants:

HUD contributed operating subsidies approved in the operating budgets under the
Annual Contributions Contracts. These subsidy contribution for the operating year
ended June 30, 2012 were as follows:

Low Income Public Housing 5 872,580
Capital Fund Program 275,128
Housing Choice Vouchers 1,084,626
Homeless Prevention & Rapid Re-Housing 46,176
Total $ 2,278,510

Capital Contributions:

The BAuthority receives capital grants Zfrom HUD for capital fund program
improvements. Capital contributions for the fiscal year ended June 30, 2012 were
$319,946.

Economic Dependency:

The Authority receives approximately 83% of its revenues from HUD. If the amount of
revenues received from HUD falls below critical levels, the Authority’s operations
could be adversely affected.

Conduit Type Debt:

Debt related to the original acguisition and early modernization of the public
housing developments is funded, guaranteed and serviced by HUD. There is no debt or
pledge of faith and credit on the part of the Authority. Accordingly, this debt has
not been recorded in the financial statements of the Authority.

HUD no longer provides the Authority with debt service information since the
Authority has no obligation for the debt.
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BOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)

NOTE Q =~ Pension Plan:

The Housing Authority provides pensicn benefits for all of its full-time employees
through a defined contribution plan (IRA-SEP plan). In a defined contribution plan,
benefits depend solely on amounts contributed to the plan plus investment earnings.
Employees are eligible tc participate six months after the date of employment. The
plan requires the Housing Authority to contribute 14.5% of covered wages. The
Housing Authority’s contributions for each employee are vested immediately. In
fiscal year 2012, the Housing Authority contributed $85,321.

Basis of Accounting - The financial statements are prepared using the accrual basis
of acceunting. Plan member contributions are recognized in the period in which the
contributions are due. Enployer contributions are reccgnized when due and the
employer has made a formal commitment {o provide the contributions. Benefits and

refunds are receognized when due and payable in accordance with the terms of the
plan. '

Valuation of Investments - TInvestments are reported at fair wvalue. Short-term
investments are reported at cost, which approximates fair wvalue. Securities traded
on a naticnal or international exchange are valued at the last reported sales price
at current exchange rates. Mortgages are valued on the basis of future principal
and interest payments, and are discounted at prevailing interest rates for similar
instruments. The fair value of real estate investments is based on independent

appraisals. Investments that do not have an established market are reported at
estimated fair value.
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HOUSING AUTHORITY OF THE CITY OF RICHMOND

Richmond,

Indiana

COMBINING SCHEDULE CF PROGRAM NET ASSETS

ASSETS
Current Assets

Cash and cash equivalents

Restricted cash and cash equivalents

Accounts receivable, net
Prepaid expenses
Interfund

Inventory, net

Total Current Assets

Capital Assets

Land and other nondepreciable assets

Depreciable capital assets,
Total Capital Assets

Total Assets

LIABILITIES
Current liabilities

Accounts payable
Accrued liabilities
Interfund
Payable from restricted cash
and cash equivalents:
Tenants security deposits
Deferred revenue
Total Current Liabiilities

Noncurrent liabilities

Total Liabilities

NET ASSETS

Invested in capital assets
Restricted

Unrestricted

Total Net Assets

net

JUNE 30, 2012
Annual Contributions Contracts
C-853 C-853 INDOS
Low
Income Capital
Public Fund Section 8
Housing Programs Vouchers
S 311,529 S 0] 0
1,424,750 0 38,804
58, 977 o 9,237
40,762 o] 1,102
0 0 0
10,398 0 0
1,846,416 0 49,143
1,285,120 0
3,118,197 249
4,403,317 249
6,249,733 0 49,392
14,814 0 842
18,168 0 4,110
0 0 0
47,805 0 0
20,267 o] 0
101,054 0 4,952
0 0 o
101,054 0 4,952
4,403,317 0 249
1,356,678 0 235,484
388, 684 0 {191,293)
g 6,148,679 - S 0 44,440
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Homeless Central
Prevention State/ Business Office Interfund
Program Local Activities Cost Center Elimination Total

1,858 S 0 80,103 8§ 125,210 o 3 518,760

0 0 36,210 0 0 1,499,764

0 o 325 G 0 58,5309

0 0 532 953 0 43,345

0 0 O 2,470 (2,470) 0]

0 0 0] 1,517 0 11,915

1,858 0 117,230 130,150 (2,470) 2,142,327

0 11,600 442,962 31,831 1,771,513

1,855 81,131 144,859 48,560 3,394,851
1,855 92,731 587,821 80,391 0 5,166,364
3,713 82,731 705,051 210,541 (2L470) 7,308,691
1,833 0 0] 246 0 17,735

0 0 0 9,376 0 31,654

0 2,470 0 (2,470) 0

0 0 0 0 47,805

0 0] _ 0 0 20,267

1,833 2,470 9,622 (2,470) 117,461

0 0 36,210 0 0 36,210

1,833 0 38,680 9,622 (2,470) 153,671
1,855 52,731 587,821 80,391 0 5,166,364

0 0 0 0 0 1,592,162

25 0 78,550 120,528 0 396,494

1,880 5 92,731 7666,371 S 2‘99,919 0 3 7,155,020




HOUSTING AUTHORITY CF THE CITY OF RICHMOND

Richmond, Indiana

COMBINING SCHEDULE OF PROGRAM REVENUES, EXPENSES AND CHEANGES IN NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2012

Annual Contributions

C-853 C~853 INOO9
Low
Income Capital
Public Fund Section 8
Housing Programs Vouchers
OPERATING REVENUES .
Rental income § 386,050 & 0
Other income 22,646 8,358
TOTAL OPERATING REVENUE 408,696 8,358
OPERATING EXPENSES
Administrative 519,957 0 113,315
Tenant services 7,845 0 0
Utilities 256,801 0 1,137
Ordinary maintenance and operation 609,866 0 2,395
Protective services 49,788 0 0
General expense 101, 969 0 9,385
Housing Assistance Payments 0 0 968,562
Depreciation expenss 435,714 0 77
TOTAL OPERATING EXPENSES 1,582,040 0 1,094,871
OPERATING INCOME ‘{LOSS) {1,573,344) 0 {1,086,513)
NONOPERATING REVENUES
Federal operating grants 872,580 275,128 1,084,626
Loss on sale of capital assets 884 0 C
Interest income _ 27,818 0 4390
NET NONOPERATING REVENUES 901,282 275,128 1,085,116
CAPITAL CONTRIBUTTONS G 319, 846 ¢
CHANGE IN NET ASSETS (672,062) 585,074 {(1,397)
TOTAL NET ASSETS - BEGINNING
OF YEAR, as originally stated 6,458,505 0 45,837
Equity transfers 362,236 (595,074) 0
TOTAT, NET ASSETS - BEGINNING OF YEAR
as restated 6,820,741 (585,074) 45,837
TOTAL NET ASSETS - END OF YEAR 5 6,148,679 § 0 44,440
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Contracts

Homeless Central
Prevention State/ Business Office
Program Local Activities Cost Center Total
s 0 s 0 s 4,050 3 0 3 390,100
92,900 0 290,928 123,999
82,900 4,050 290,928 _ Bl4,098
34,364 0 1,310 239,697 617,810
0 G 0 0 7,845
0 0 0 4,427 262,465
0 0 0 7,041 619,802
0 4] 0 0 49,788
20,765 _ 0 662 15,805 148,586
& & 0 0 968, 562
695 169 7,502 6,943 451,100
55,824 o 169 9,474 274,413 3,125,958
{55,824} 92,731 (5,424) - 16,515 {2,611,859)
46,176 0 0 0 2,278,510
0 0 0 0 884
6 0 0 1,229 29,543
46,182 0 0 1,229 2,308,937
0 ) 0 0 0 319, 946
(9,642) 92,731 (5,424} 17,744 17,024
9,703 0 438, 957 184,994 7,137,996
1,819 ¢ 232,838 (1,819} 0
11,522 0 671,795 183,175 7,137,99¢

S 1,880 92,731 8§ 666,371 S 200,919 3 7,155,020
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

SCHEDULE COF EXPENDITURES OF FEDERAL AWARDS
FR THE YEAR ENDED JUNE 30, 2012

ANNUAL FPROGRAM
CONTRIBUTION AND CFDA

CONTRACT ASSISTANCE TYPE NUMBER AWARD EXPENDITURES

U. 8. DEPARTMENT OF HUD

C-853 Homelessness Prevention 14.257 s 46,176 $ 46,176
C-BE3 Public & Indiana Housing 14.850=a 872,580 B72,580
INQO9VO Housing Choice Voucher Program 14.871 1,084,626 1,084,626
C-853 Capital Fund Program 14.872 1,858,134 595,074
TOTAL U.S. DEPARTMENT OF HUD $ 3,861,516 $ 2,598,456

Notes to Schedule of Expenditures of Federal Awards:

Note 1 The Schedule of Expenditures of Federal Awards is presented on the accrual
basis of accounting as described in Note A.
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Jean Sickels

Certified Public Accountant
8518 S Kays Chapel Rd
Fredericksburg, Indiana 47120

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

Board of Commissioners

Housing Authority of the City of Richmond
58 South Fifteenth Street

Richmond, IN 47374

T have audited the financial statements of the Housing Authority of the City of Richmond, as
of and for the year ended June 30, 2012, and have issued my report thereon dated January 16,
2013, which included a disclaimer of opinion on Management's Discussion and Analysis. I
coenducted my audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable tc 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 my audit, I considered the Housing Authority of the City of
Richmond’s internal control over financial reporting as a basis for designing my auditing
procedures for the purpose of expressing my opilnion on the financial statements, but not for
the purpose of expressing an opinion on the effectiveness cof the Housing Authority of the
City of Richmond’s internal control over financial reporting. Accordingly, I do not express

an opinion on the effectiveness of the Housing Authority o¢f the City of Richmond’s internal
control over financial reporting.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal c¢ontrol 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.

My consideration of internal control over financial reporting was for the limited purpcse
described in the first paragraph of this secticn and was not designed to identify all
deficiencies in internal control over financial reporting that might be deficiencies,
significant deficiencies or material weaknesses. I did not identify any deficiencies in
internal control over financial reporting that I consider to be material weaknesses, as
defined above. However, I identified certain deficiencies in internal control over financial
reporting, described in the accompanying schedule of findings and questioned costs that I
consider to be significant deficiencies in internal contrel over financial reporting. The
finding reference number i1is 2012-01. A significant deficiency is a deficiency, or a
combination of deficiencies, in internal control that is less severe +than a material
weakness, yet important enough to merit attention by those charged with governance.

Compliance and Other Matters

As part of obtaining reascnable assurance about whether the Housing ARuthority of the City of
Richmond’s financial statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulaticns, contracts, and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of my audit, and accordingly, I do not express such an
opinion. The results of my tests disclosed instances of noncompliance or other matters that
are reguired to be reported under Government Auditing Standards and which are described in
the accompanying Schedule of Findings and Questioned Costs as item 2012-01.
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1 noted certain matters that I reported to management of Housing Authority of the City of
Richmond in a separate letter dated January 16, 2013.

The Housing Authority of the City of Richmond’s respense to the finding identified in my
audit is described in the accompanying Schedule of Findings and Questioned Costs. I did not

audit the Housing Autherity of the City of Richmond’s response and, accordingly, 1 express
no opinion on it.

This report is intended solely for the information and use of the Authority's management,
the U.8. Department of HUD, and is nect intended to be and should not be used by anyone other

than these specified parties.
!
i 5/6/@49

Certified Public Accountant

Fredericksburg, Indiana
January 16, 2013

23



Jean Sickels

Certified Public Accountant
8518 S Kays Chapel Rd
Fredericksburg, Indiana 47120

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERIAT, EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

TNDEPENDENT AUDITOR'S REPORT

Board of Commissioconers

Housing Authority of the City of Richmend
58 South Fifteenth Street

Richmond, IN 47374

Compliance

T have audited the compliance of the Housing Authority of the City of Richmond with the
types of compliance requirements described in the OMB Circular A-133 Compliance Supplement
that could have a direct and material on each of the Housing Autherity of the City of
Richmond’s majcr federal programs for the year ended June 30, 2012. The Housing Authority
of the City of Richmond's major federal programs are identified in the summary of auditor's
results section of the accompanying Schedule of Findings and Questioned Costs. Compliance
with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of the Housing Authority of the City of
Richmond's management. My responsibility is to express an opinion on the Housing Authority
of the City of Richmond’s compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standards generally accepted
in the United States of America; the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that T plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance reguirements
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 Housing
Authority of the City of Richmend’s compliance with those requirements and performing such
other procedures as I considered necessary in the circumstances. T believe that my audit
provides a reasonable basis for my opinion. My audit does not provide a legal determination
on the flousing Authority of the City of Richmond’s compliance with theose requirements.

In my opinion, the Housing Authority of the City of Richmond complied, in all material
respects, with the compliance requirements referred to above could have a direct and
material effect on each of its major federal programs for the year ended June 30, 2012.

Internal Control Over Compliance

Management of the Housing Authority of the City of Richmond is respensible for establishing
and maintaining effective internal contrel over compliance with requirements of laws,
regulations, contracts and grants applicable to federal programns. In planning and
performing my audit, I considered the Housing Authority of the City of Richmond’s internal
control over compliance with the requirements that could have a direct and material effect
on a major federal program to determine +*he auditing procedures for the purpose of
expressing my opinion on compliance and to test and report on internal contrel over
compliance in accordance with OMB Circular A-133, but not for the purpose cf expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, I do not
express an opinion on the effectiveness of the Housing Authority of the City of Richmond’s
irternal contrel over compliance.
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Internal Contrcl Over Compliance {(Continued)

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

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 ke deficiencies, significant deficiencies, or
material weaknesses. I did not identify any deficiencies in internal contreol over compliance
that I consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the Authority’'s management,
the U.S. Department of HUD, and is not intended to be and should not be used by anyone other

than these specified parties.
Gt
Al i
{

_ Certified Public Accountant
Fredericksburg, Indiana

January 16, 2013
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HOUSING AUTHORITY OF THE CITY OF RICHMOND
Richmond, Indiana

June 30, 2012

SCEEDULE OF FINDINGS AND QUESTIONED COSTS

SECTION I - SUMMARY OF AUDITORS RESULTS

FINANCIAL STATEMENTS

Type of auditors' report issued: Unqualified
Internal control over financial reporting:
~ Material weakness(es) identified? yes X no
~ Bignificant deficiencies identified that are
not considered to be material weaknesses? X  yes none reported

Noncompliance material to financial statements
noted? X vyes no

FEDERAL AWARDS

Internal centrel over major programs:

~ Material weakness(es) identified? yes X no
~ Significant deficiencies identified that are
not considered toc be material weakness(es)? yes X none reported

Type of auditors' report issued on compliance
for major programs: Unqualified

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

Identification of major precgrams:

CFDA Number Name of Federal Program
14.871 Heusing Choice Voucher

Dollar threshold used to distinguish
between type A and type B programs: _ $ 300,000

Auditee gualified as low-risk audites? yes X no
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HOUSING AUTHORITY OF THE CITY OF RICHMCND
Richmond, Indiana

June 30, 2012

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - CONTINUED

PRIOR AUDIT FINDINGS

2011-01 HOUSING CHOICE VQUCHER-NEGATIVE EQUITY

PRICR
CONDITION: HUD oprovides the Housing Authority with subsidy for
administrative fees, and Housing Assistance Payments. At the

end of the fiscal year the administrative equity of the
Housing Authority was a deficit balance,.

CUORRENT

CONDITION: The Housing Cheice Voucher program still has negative
equity.
This finding continues as 2012-0L.

CURRENT AUDIT FINDINGS
SECTION II — FINANCTIAI, STATEMENT FINDINGS
2012-01 CURRENT

CONDITIOCN;: HOUSING CHOICE VOUCHER-NEGATIVE EBQUITY:
HUD provides the Housing Authority with subsidy for
administrative fees, and Housing Assistance Payments. At the
end of the fiscal year the administrative equity of the
Housing Buthority was a deficit balance.

CFDA%: 14.871

CRITERIA: Under HUD requirement each Housing authority is to administer
the program within the budget (subsidy) provided. When the
administrative expenses exceed available funds, restricted
HAP eqguity is used. This use of restricted funds is not
allowed.

CAUSE/EFFECT: The Hcusing Authority was not monitoring expenditures and
was using restricted funds for unallowed purposes.

RECOMMENDATION: The Hecusing Autheority must monitor funds available and
operate within the budgetary constraints.

REPLY: Derek White is the person responsible for correcting this

issue. The Housing Authority of the City of Richmond
anticipates having this issued resclved by 6/30/2013. The
Housing Autherity is working with Lawrence Jones, Program
Analyst for HUD, tc allocate funds to cover the shortfall.
We are now budgeting so that we will not be in an overspent
position in the future.

SECTION IIT - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There are no federal award findings.
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FINDING

2011-01

HOUSING AUTHORITY QF THE CITY OF RICHMOND
Richmond, Indiana

June 30, 2012

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

CONDITION STATUS

Housing Cholce Voucher-Negative Egquity Continues
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Jean Sickels

Certified Public Accountant
8518 S Kays Chapel Rd.
Fredericksburg, IN 47120

Telephone No. (812) 472-3527
Facsimile No. (812) 472-3649
Mobile No. (404) 307-5903

January 16, 2013

Board of Commissioners

Housing Ruthority of the City of Richmond
58 South Fifteenth Street

Richmond, IN 47374

In planning and performing my audit of the financial statements of the Housing Authority of
the City of Richmond as of and for the year ended June 30, 2012, I considsred the Authority's
internal contrel in order to determine my auditing procedures for the purpose of expressing
an opinion on the financial statements and not to provide assurance on internal control.

However, during my audit, T became aware of matters that are opportunities for strengthening
internal controls and operating efficienmcy., This letter does not affect my repcrt dated
January 16, 2013 on the financial statements of the Autherity.

I will review the status of the comments during my next audit engagement. I have already
discussed the comments and suggestions with Authority personnel, and will be pleased to
discuss the comments in further detail at yeour convenience, to perform any additional study

of the matter, or to assist vyou in implementing the recommendation. My cocmments are
summarized as follows:

1. CONDITION: 214 IMMIGRATION STATUS FORMS

During the review of the client files it was noted that 214 forms were not always
present.

RECOMMENDATION:

The Authority should ensure that all individuals receiving housing subsidy have a
completed 214 Immigration Status form.

2. CONDITION: SCHEDULE OF ALL PCSITIONS AND SALARIES

The Authority does not have a current feorm. The Beoard did not review and approve the
revised schedule.

RECOMMENDATION:
The Authority should utilize the form and show the allocations to the various programs.

3. CONDITION: SEMAP CERTIFICATION
The Authority was not able to provide worksheets that support the indicators submitted.

RECOMMENDATION:

The Authority should seek training and follow the regulations in 24 CFR. Documentation
for each indicator shculd be filed and available for audit.

4, CONDITION: ZERO INCCME DOCUMENTATION

buring the review of the Section 8 client files 1t was noted that there was little
documentation for zero income.

RECOMMENDATION:

The Authority should review its policy for dealing with =zero income clients and
determine i1f any changes are necessary.



5. CONDITION: LEAD BASE PAINT NOTICES
During the review of the client files it was noted that the lead base paint notices
were not in the current files.

RECCMMENDATION:
The Authority should review its procedures for utilizing the checklist and fer purging
files and determine if any changes to the procedures are necessary.

6. CONDITION: LCW RENT BUDGET
Tow rent expenses per the FDS are $1,522,963. The allcowable budget is $1,489,620.

RECCMMENDATION:
The Authority should monitor the budget more closely and file revisions if necessary.

I wish to thank the Executive Director and the staff of the Authority for their support and
assistance during my audit.

This report is intended solely for the information and use of the Authority's management, the
U.S. Department of HUD, and is not intended to be and should not be used by anyone other than
these specified parties.

Sincerely,

%\érfd

Jeah Sickels
Certified Public Accountant






