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PAMELA J. SIMPsON, C.PA.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

I ndependent Auditor’s Report

Board of Commissioners
Housing Authority of the City of Lafayette
Lafayette, Indiana

| have audited the accompanying financial statements of Housing Authority of the City of Lafayette, as
of and for the year ended March 31, 2008, as listed in the table of contents. Thesefinancial statements
are the responsibility of the Authority’s management. My responsibility is to express an opinion on
these basic financia statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Gover nment Auditing Standards,
issued by the Comptroller General of the United States. Those standardsrequirethat | 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 inthe financial statements. An audit also includes assessing the accounting principles used
and the significant estimates made by management, as well as evaluating the overall financial statement
presentation. | believe that my audit provides areasonable basis for my opinion.

In my opinion, the financial statements referred to in the first paragraph present fairly, in al material
respects, the financial position of Housing Authority of the City of Lafayette, as of March 31, 2008 and
the respective changes in financial position and cash flows for the year end in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Gover nment Auditing Standards, | have al so issued my report dated October 7, 2008,
on my consideration of the Housing Authority of the City of Lafayette' s internal control over financial
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of my testing of
internal controls over financia reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report isan
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in ng the results of my audit.

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



My audit was conducted for the purpose of forming opinions on the financial statements of the Housing
Authority of the City of Lafayette, taken as a whole. The accompanying schedule of expenditures of
federal awards is presented for purposes of additional analysis as required by the U. S. Office of
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not arequired part of the financial statements of the Housing Authority of the City
of Lafayette. The accompanying financial data schedule and other additional statements and schedules
listed as supplemental datain the table of contents are presented for purposes of additional analysis and
are not a required part of the financial statements of the Housing Authority of the City of Lafayette.
Such information has been subjected to the auditing procedures applied in the audit of the financia
statements and, in my opinion, is fairly stated in all materials respects in relation to the financial

statements taken as awhole.
S ocnllns - ficpp 22

Decatur, lllinois Certified Public Accountant
October 7, 2008


Owner
REPORT SIGNATURE


HOUSING AUTHORITY OF THE CITY OF LAFAYETTE 3
MANAGEMENT’SDISCUSSION AND ANALYSIS
MARCH 31, 2008

M anagement’s Discussion and Analysis

As management of the Housing Authority of the City of Lafayette, we offer the readers of the Authority’s
financia statements this narrative overview and analysis of the financia activities of the Authority for the
year ended March 31, 2008. We encourage readers to consider the information presented here in
conjunction with the Authority’ s financial statements.

Questions concerning any of the information provided in this report or requests for additional information
should be addressed to the Executive Director, Housing Authority of the City of Lafayette, 100 Executive
Drive, Suite J, Lafayette, Indiana 47903. (765) 771-1300.

Overview of the Financial Statements

The financia statements included in this annual report are those of a special-purpose government engaged
in abusiness-type activity. The following statements are included:

o Statement of Net Assets — reports the Authority’s current financial resources (short term spendable
resources) with capita assets and long-term debt obligations.

o 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 and capital contributions.

o Statement of Cash Flows — reports the Authority’s cash flows from operating, investing, capital
and non-capital activities.

e Comparison of budget vs. actual — reports the Authority’s actual operating revenues and expenses
versus the budgeted amounts.

Our analysis of the Authority as a whole begins on the next page. The most important question asked
about the Authorities finances is “Is the Authority as a whole better or worse off as a result of the year's
activities?’

The attached analysis of entity wide net assets, revenues, and expenses are provided to assist with
answering the above question. This analysis includes al assets and liabilities using the accrua basis of
accounting.

Accrua accounting is similar to the accounting used by most private sector companies. Accrual
accounting recognizes revenues and expenses when earned regardless of when cash is received or paid.

Our analysis aso presents the Authority’s net assets and changes in them. One can think of the
Authority’s net assets as the difference between what the Authority own'’s (assets) to what the Authority
owes (liabilities). The change in net assets anaysis will assist the reader with measuring the health or
financial position of the Authority.
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Over time, significant changes in the Authorities net assets are an indicator of whether its financial health
is improving or deteriorating. To fully assess the financial health of any Authority the reader must aso
consider other non-financial factors such as changes in family composition, fluctuations in the local
economy, HUD mandated program administrative changes, and the physical condition of the Authorities
capital assets.

To fully understand the financial statements of the Housing Authority, one must start with an
understanding of what the Authority actual does. The following is abrief description of the programs and
services that the Authority provides for the residents of Lafayette and West Lafayette:

Section 8 Housing Choice Vouchers (Section 8 Vouchers)

HUD has contracted with the Housing Authority support for 1099 Housing Choice Vouchers. The
Authority pays Housing Assistance Payments to Landlords for Low Income tenants. The Housing
Assistance Payment matches the difference between the total rent that the Landlord can charge, a or
below afair market rent amount supplied by HUD, and the amount that the tenant can pay. For each unit
that the Authority administers, HUD pays the Authority an administrative fee. The Housing Authority is
not responsible for the upkeep and maintenance of the units and properties associated with this program.

Section 8 Homeownership Vouchers

A subset of the Housing Choice Voucher program in which a qualified Section 8 participant uses the
subsidy provided by the Lafayette Housing Authority to purchase a home instead of renting. This
program is conducted in partnership with Lafayette Neighborhood Housing Services.

Family Self-Sufficiency Vouchers

The Family Self-Sufficiency program began in January, 1987, known then as Project Self-Sufficiency.
Family Self-Sufficiency is a HUD regulated supportive services program in which participants receive a
housing voucher and work with a caseworker from Family Services, Inc. to overcome barriers that the
family is facing which is preventing them from becoming economically self-sufficient. Barriers include
such things as education, job searching, childcare and more.

In August, 1999, the Lafayette Housing Authority applied for the first Family Self-Sufficiency Program
Coordinator grant from HUD for the purpose of paying the salary and benefits of the Program
Coordinator via a contract with Family Services, Inc. The grant was approved and the housing authority
has received the grant each year since.

Life Skill Vouchers
The Life Skills program which began in June 2004 is much like the Family Self-Sufficiency program

except that it is not a HUD program, but is conducted by Family Services Inc. and the Lafayette Housing
Authority provides vouchers for up to 40 Section 8 qualified participating households.
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Tenant Based Rental Assistance Vouchers (TBRA)

The Tenant Based Rental Assistance program began January, 2006. Participants on the TBRA program
receive rental assistance in the same manner as the Section 8 Housing Choice Voucher program, however,
the funding is provided with HUD’'s HOME funds by contract with the Housing Consortium and
administered by the City of Lafayette. These funds provide the assistance to households for the first year
on the program and then the household is transferred to the Section 8 Housing Choice Voucher program
in a seamless manner. This allows the housing authority to assist an additional 10 households from the
waiting list.

Security Deposit Micro-loan Program

Through a Venture Grant from United Way in 2005 of $5,000.00, the Lafayette Housing Authority
provides a micro-loan to eligible households that are coming onto the program for the first time. To
qualify for the micro-loan, the household must be elderly, disabled, or working. The participant is charged
a small fee instead of interest. This fee helps to grow the account to provide future loans and helps to
offset any losses due to default on the repayment agreement. As of March 2008, the Lafayette Housing
Authority has provided 83 loans.

Conduct Community Development | nspections for City of Lafayette

Through a contract with the City of Lafayette approved in August, 1998, the Lafayette Housing Authority
conducts inspections of homes that received city-funded rehabilitation loans. Inspections are required
annually for the life of the loan. As these loans expire, the number of inspections required will decrease
until which time al loans are complete.

Conduct Visual Lead Based Paint | nspections for Lafayette Neighborhood Housing Services

Visua Lead Based Paint Inspections must be conducted on units that are owned by Lafayette
Neighborhood Housing Services. A contract between Lafayette Housing Authority and Lafayette
Neighborhood Housing Services, Inc. was executed on November 5, 2002.

Redevel opment | nspections

The City of Lafayette’s Redevelopment Department entered into a contract with the Lafayette Housing

Authority on September 10, 2003 to conduct inspections for replacement units for persons being displaced
by the City of Lafayette.



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE 6
MANAGEMENT’SDISCUSSION AND ANALYSIS
MARCH 31, 2008

Future Events (New Business)

Bridgeway Apartments

The U.S. Department of Housing and Urban Development notified our agency regarding the decision
owner’s of the Bridgeway Apartments to opt-out of an expiring project-based Section Eight contract. The
Authority would possibly receive the 106 converted to tenant based vouchers with an agreement to
administer the vouchers. Management and the Board of Commissioners must evaluate future staffing
needs with eventuality of these additional vouchers and family units.

There are no additional future events planned by the Authority during the fiscal year ending March 31,
2009 that will significantly affect the Authority’s Net Assets either positively or negatively.

Condensed Comparative Financial Statements

Analysis of Entity Wide Net Assets (Statement of Net Assets)

Total Assets for FYE 2008 was $1,660,302 and at FYE 2007 the amount was $1,288,396.
This represents a net increase of $371,906 or 29%.

Cash increased by $346,412 or 28%. Cash increased because the Authority has under utilized available
HAP funds.

Other Current Assets decreased by $2,470. The Authority decreased was due to a net increase in
receivables from HUD and a prior year adjustment across projects.

Capital Assets increased by $27,964 or 167%. The change in Capital Assets will be presented in the
section of thisanaysis entitled Analysis of Capital Assets.

Current Liabilities increased $13,929 or 35%. The major cause of this was an increase in vendor
payable.

Long Term Liabilities decreased by $1,699 or 8%. The Authority’s net decreased its long-term debt isa
result of areduction in accrued compensated absences and an increase in FSS escrow payable.
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The table below illustrates our analysis:

Percentage
2008 2007 Variances Change
Cash 1,604,216 1,257,804 346,412 28%
Other Current Assets 11,349 13,819 (2,470) -18%
Capital Assets 44,737 16,773 27,964 167%
Total Assets 1,660,302 1,288,396 371,906 29%
Current Liabilities 53,498 39,569 13,929 35%
Long Term Liabilities 20,816 22,515 (1,699) -8%
Total Liabilities 74,314 62,084 12,230 20%
Net Invested in Capital Assets 44,737 16,773 27,964 167%
Restricted Net Assets 822,362 0 822,362 100%
Unrestricted Net Assets 718,889 1,209,539 (490,650) -41%
Total Net Assets 1,585,988 1,226,312 359,676 29%

Analysis of Entity Wide Revenues

The Authority administers the following programs and the revenues generated from these programs
during Fiscal Y ear Ending 2008 were as follows:

Program Revenues Generated
Section 8 Housing Vouchers $5,657,564
Disaster Housing Assistance Grant $13,358

Total revenues for Fisca Year Ending March 31, 2008 were $5,763,951 as compared to the total
revenues for Fiscal Year Ending March 31, 2007 of $5,677,495. Comparatively, Fiscal Y ear Ending 2008
revenues exceeded Fiscal Y ear Ending 2007 revenues by $86,456.

Per centage

2008 2007 Variance Change
HUD Operating Grants 5,670,922 5,550,718 120,204 2%
Other Government Grants 0 38,552 (38,552) -100%
[nvestment Income 25,650 39,364 (13,714) -35%
Fraud Recovery 20,586 27,318 (6,732) -25%
Other Revenue 15,053 21,543 (6,490) -30%
Gain/Loss on Sale of Fixed Assets 6,090 0 6,090 -
Investment Income - Restricted 25,650 0 25,650

Total Revenue 5,763,951 5,677,495 86,456 2%
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HUD Operating Grants increased by 2% in the current year due to improved utilization.

Investment Income experienced an increase in rates of interest and is reflected in a 35% change in
investment income.

The Authority’s Fraud Recovery revenue is in steep decline due to improved staff diligence and tenant
education. Staff maintains a high level of fraud alertness.

The Authority vehicle was replaced with a trade-in value affecting a Gain on Sale of Fixed Assets by
$6,090.

Analysis of Entity Wide Expenditures

Total Expenditures for Fiscal Year Ending March 31, 2008 were $5,406,237 as compared to $5,274,735
of total expenditures for Fiscal Year Ending March 31, 2007. Comparatively, Fiscal Year Ending 2008
expenditures exceeded Fiscal Year Ending 2007 expenditures by $131,502. Changes by major expense
category will be presented below.

Administrative expenditures increased by $2,346 or 1%. The major cause for this change is an increase
in Compensated Absences of $19,120 and an increase in Employee Benefit Contributions of $5,399.

Tenant Services expenditures increased by $403 or 1%. This was due to increase in alocation of a FSS
Program Coordinator grant from HUD.

Ordinary Maintenance and Operation expenditures increased by $1,134 or 16%. As projected, the
Authority experienced an increase in utility costs.

General Expense decreased 1% or $41 because the Authority has increased efficiency in operations.

Housing Assistance Payments increased by $115,929 or 3% because the LHA relaxed its occupancy
standards, allowing tenants larger bedroom options to better utilize HUD allocations during FY 2008.

The table below illustrates our analysis:

Per centage
2008 2007 Variance Change
Administative 594,305 591,959 2,346 0%
Tenant Services 38,955 38,552 403 1%
Utilities 6,417 0 6,417 100%
Ordinary Maintenance and Operation 8,084 6,950 1,134 14%
Genera Expense 4,804 4,845 (41) -1%
Housing Assistance Payments 4,735,408 4,619,479 115,929 2%
Depreciation Expense 18,264 12,950 5,314 29%

Total Expenses 5,406,237 5,274,735 131,502 2%
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Budgetary Analysis

The Authority adopts a consolidated annual operating budget for al programs. Program budgets for the
Section 8 Programs are approved by the U.S. Department of Housing and Urban Development.

Housing Authority Budgetary Highlights

Percentage
Budget Actual Variance Change

HUD Operding Grants 5,702,196 5,670,922 (3L,274) -1%
Investment Income 11,250 25,650 14,400 128%
Fraud Recovery 6,000 20586 14,586 243%
Cther Revenue 4,000 15053 11,053 276%
Garn/Losson SHeof Fixed Assts 5,000 6,090 1,090 2%
Invesment Income - Resticted 11,250 25,650 14,400 128%

Total Revenue 5,739,696 5,763,951 24,255 0%
Adminigative 539,041 594,302 5,264 1%
Tenant Sarvices- FSS 38,955 38,955 0 0%
Utilities 0 6,417 6,417 100%
Ordinary Maintenance 15100 804 (7,016) -46%
Ganerd BExpense 6,600 4844 (1,796 -2M%
Housng Ass sance Payments 5,037,500 4,735,408 (302092 -6%
Deprediation Expenses 15,000 18264 3264 2%

Total Expenses 5,702,196 5,406,237 (295,99) -5%
Net Income (Loss) 37,500 357,714 320214 854%

The Authority experienced reasonable budget variance in total revenue of less than $20,000 with a budget
of $5.7 million. The total expense projections were skewed due to higher than experienced HAP
expenditures.
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ANALYSISOF CAPITAL ASSET ACTIVITY

Furniture, Equipment & Machinery — Administration increased by a net amount $33,458 or 20%.
The following isalist of the assets purchased under this category during the fiscal year ending March 31,
2008:

New vehicle $ 20,635
New software 2,400
Door lock security 3,625
New s computer server and software upgrade 17,607
Old vehicle write off (10,809)

Accumulated Depreciation increased by $5,494. This is the amount of current year depreciation
expense combined with write offs and prior year adjustment.

Percentage
2008 2007 Variance Change
Furniture, Equipment, & Machinery - Administrative 198,520 165,062 33,458 20%
L easehold Improvements 0 0 0 0%
Total Fixed Assets 198,520 165,062 33,458 20%
Accumulated Depreciation 153,783 148,289 5494 4%
Net Fixed Assets 44,737 16,773 27,964 167%

OUTSTANDING DEBT

The Housing Authority had no long term debt during 2007 or 2008.



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA

STATEMENT OF NET ASSETS- PROPRIETARY FUNDS

ASOF MARCH 31, 2008

ASSETS

CURRENT ASSETS

Cash

Accounts receivable

Accrued interest receivable
Total Current Assets

RESTRICTED
Cash

CAPITAL ASSETS
Land, buildings and equipment
Less: Accumulated depreciation
Net Capital Assets
Total Assets

LIABILITIES

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Deferred revenues

Total Current Liabilities
NONCURRENT LIABILITIES
Accrued liabilities
FSS escrow

Total Noncurrent Liabilities

NET ASSETS

Invested in capital assets
Restricted
Unrestricted

Total Net Assets

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

$ 766,362
10,075
1,274

$ 777711

$ 837,854

$ 198,520

-153,783

$ 44,737

$ 1,660,302

$ 14,740
33,758
5,000

$ 53,498

$ 5,324
15,492

$ 20,816

$ 44,737

822,362
718,889
$ 1,585,988
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

STATEMENT OF REVENUE, EXPENDITURES AND CHANGESIN NET ASSETS -

PROPRIETARY FUNDS
TWELVE MONTHS ENDED MARCH 31, 2008

Operating Income

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

HUD grants - operating $ 5,670,922
Fraud recovery 20,586
Other revenue 15,053
Gain/loss on sale of fixed assets 6,090
Total Operating Income $ 5,712,651
Operating Expenses
Administrative expense $ 594,305
Tenant services 38,955
Utilities 6,417
Ordinary maintenance and operation 8,084
Genera expense 4,804
Housing assistance payments 4,735,408
Depreciation expense 18,264
Total Operating Expenses $ 5,406,237
Net Operating Income (L0ss) $ 306,414
Nonoperating Income (Expense)

Interest income 51,300
Changes in net assets $ 357,714

Net assets, beginning of year 1,226,312

Prior period adjustments 1,962

Net assets, end of year $ 1,585,988



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHS ENDED MARCH 31, 2008

Operating Activities

Operating grants

Other revenue

Housing assistance payments
Payments to employees

Payments to suppliers and contractors

Net Cash Provided (Used) by Operating Activities

Investing Activities

Interest income
Net Cash Provided (Used) by Investing Activities

Capital and Related Financing Activities

(Additions) deletions to fixed assets

Net Cash Provided (Used) by
Capital and Related Financing Activities

Net Changein Cash
Cash Balance at March 31, 2007

Cash Balance at March 31, 2008

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

$ 5,664,387
41,729
-4,735,408
-376,485
-252,883

$ 341,340

$ 51,300

$ 51,300

$ -46,228

$  -46,228
$ 346412

1,257,804

$ 1,604,216



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHS ENDED MARCH 31, 2008

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

Net operating income (10ss)

Adjustment to Reconcile Operating Income (Loss)
to Net Cash Flows from Operating Activities:
Depreciation
Adjustments to net assets

(Increase) decrease in accounts receivable
(Increase) decrease in other assets

Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities
Increase (decrease) in other liabilities

Net Cash Provided (Used) by Operating Activities

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

$ 306414

18,264
1,962

1,774
696

6,565
1,549
4,116

$ 341,340
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008

Note 1 - Summary of Significant Accounting Policies

(a) Organization and Reporting Entity -

The Housing Authority of the City of Lafayette was established by the City of Lafayette 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 provide low-rent housing for qualified individualsin
accordance with the rules and regulations prescribed by the Department of Housing and Urban
Development and other applicable Federal Agencies.

As of April 1, 2008 the Housing Authority of the City of Lafayette absorbed the annual
contributions contract of the Housing Authority of the City of West Lafayette. Asaresult of the
absorption, the Housing Authority obtained all assets of the Housing Authority of the City of
West Lafayette as well as the responsibility for al liabilities and contract obligations.

Under the United States Housing Act of 1937, as amended, 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 assistinginfinancing 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 as a reporting entity, management has addressed its rel ationship with
the City of Lafayette and concluded that the City does not maintain an oversight responsibility
for the Authority's operations. Anindependent Board of Commissioners, appointed by the City,
is responsible for the activities of the Authority. The Authority recruits and employs its
executive staff and has substantial legal authority to control its affairs without requiring approval
of the City government. Debt incurred by the Authority isnot an obligation of the City; the City
does not review or approve the Authority's budget, i< not entitled to any surplus funds generated
by the Authority's operations and is not responsible for any deficits incurred by the Authority.
Conseguently, 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 Housing Authority of the City of Lafayette is a separate reporting entity. All funds and
programs of the Housing Authority are included in these statements. The Housing Authority has
Nno component units.

(b) Method of Accounting -

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

The Housing Authority appliesall relevant Governmental Accounting Standards Board (GA SB)
pronouncements. The funds apply Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before
November 30, 1989, unlessthose pronouncements conflict or contradict GASB pronouncements,
in which case, GASB prevails.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(c) Financia Statement Presentation

The Authority distinguishes operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing servicesin connection with the
Authority’s principal ongoing operations. Principal operating revenues are HUD grants.
Operating expenses include administration, maintenance, insurance, depreciation, utilities,
housing assi stance payments and 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:

*  Section 8 Choice Vouchers
*  Disaster Housing Assistance Grant

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. The accounting objectives
are determination of net income, financial position, and cash flows. All assets and liabilities
associated with aproprietary fund’ s activities are included onits balance sheet. Proprietary fund
equity is segregated into contributed capital and retained earnings.

(e) Cash and Cash Equivalents -

For purposes of the statement of cash flows, the Housing Authority considers al highly liquid
investments to be cash equivalents. The term “highly liquid” refers to investments with a
maturity of 1 month or less when purchased to be cash equivalents.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies (Continued)

(f) 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 mai ntenanceof publish housing devel opmentsowned or operated, theHousing
Authority follows the following capitalization policy:
If theinitial cost of a piece of equipment and/or other personal property is one thousand five
hundred dollars ($1,500) or more and the anticipated life or useful life of said equipment or
property is more than one (1) year, the same shall be capitalized and recorded as non-
expendable equipment and charged as a capital expenditure.
Land, buildings and equipment contains the following:
1) Nonexpendable equipment, and
2) property betterments and additions
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:
Equipment 3-10 years
(g9) Income Tax -

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

(h) Annual Contributions/Subsidies and Other Grants -

Annual contributions and subsidies received from the Department of HUD are recorded as grant
revenues.

Other grants are recognized when program expenditures are incurred. Such revenue is subject
toreview by the Department of Housing and Urban Devel opment and may result in disallowance
in subsequent periods.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies (Continued)

(i) 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
to the Board for approval.

() 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 amounts and disclosures. Accordingly, actual resultscould differ from those estimates.

Note 2 - Cash and Investments

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

All cash and investments are insured up to $100,000 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 i< the risk that in the event of a financial institution failure, the
Authority’ s deposits may not be returned to or that the Authority will not be able to recover
collateral securitiesin the possession of an outside party.

Investments - Custodial credit risk is the risk that in the event of the failure of the depository, the
Authority will not be able to recover the value of its investments or collateral securities that are
in the possession of the outside party.

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

Credit Risk is the 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 Risk is the risk of loss attributed to the amount of the investment in a
singleissuer. TheAuthority doesnot haveaformal investment policy covering the concentration
of credit risk.

Investment Rate Risk is the risk that changes in interest rates will adversely affect the fair value
of aninvestment. The Housing Authority hasno formal policy that limitsinvestment maturities
as ameans of managing its exposure to fair value loses arising from increasing interest rates.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(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
ingtitution’ 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
V oucher $ 1,602,653 $ 1,607,911
Disaster Housing Assistance Grant 1,563 1,563

Tota $ 1.604,216 $ 1609474

Note 3 - Compensated Absences

Vacation Leave

The Housing Authority allows regular full-time employees to earn vacation time. The method of
earning is seniority based, rewarding those for long-term service. The following is atable of the
vacation amounts:

Service Annual Maximum Buy-Out
Requirements Hours Earned Allowed After Carry-Over
0-4 years 75 hours 0 hours
5-9 years 112.5 hours 37.5 hours
10-14 years 150 hours 75 hours
15 or more years 187.50 hours 75 hours

Vacation time will be allotted on a calendar basis. During the first year of employment, vacation
time will be earned at the rate of 6.25 hours per month. Newly hired employeeswill not be eligible
for vacation until successful completion of the probationary period.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 3 - Compensated Absences

Sick Leave

Sick leave is a benefit provided to regular full-time employees of the Housing Authority to protect
against loss of income during periods of illness/injury. Sick leave begins the date of hire and will
be provided after six months of probation at the rate shown below. Employees are not alowed to
use sick time until successful completion of their probationary period.

New Employee 1% Year Sick L eave Based on Hire Month Sick Leave
January and February 45 hours
March and April 37.5 hours
May and June 30 hours
July and August 22.5 hours
September and October 15 hours
November and December 7.5 hours

Note 4 - Defined Contribution Plan

All eligible employees of the Authority are required to participate and be enrolled in the Indiana
Public Employees Retirement Fund (PERF). Theterms, conditions, benefits, eligibility requirements
and contributions rates for PERF are defined by statute and/or the fund. The Lafayette Housing
Authority contributes 5% of eligible salaries and the employee contribute 3% of eigible salaries.
The total amount contributed for the fiscal year was $30,037.

The Authority is required to maintain and update a listing for all positions eligible for PERF
coverage.

Note 5 - Accounts Receivable

Accounts receivable consists of the following accounts:

Security deposit note receivable $ 2,776
Accounts recelvable - HUD 6,535
Accounts receivable - other 764

Total $ 10,075



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 6 - Fixed Assets
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Balance as of March 31, 2008 $ 44737
Balance as of March 31, 2007 16,773
Net Increase (Decrease) $ 27,964
Reconciliation
Additions $ 44,266
Adjustment to accumul ated depreciation 1,962
Current year depreciation expense -18,264 *
Net Increase (Decrease) $ 27,964
04/01/2007  Additionsy  Deletions/ 03/31/07
Analysis Baance Transfers Transfers Baance
Equipment $ 165,062 44,266 $ 10,808 $ 198,520
Total Assets $ 165,062 44,266 $ 10,808 $ 198,520
Accumulated depreciation -148,289 12,770 18,264 * _ -153,783
Total Net Assets $ 16,773 57,036 $ 20072 $ 44,737
* Current year depreciation expense recognized.
Note 7 - Accounts Payable
This classification includes the following accounts:
Vendors and contractors $ 11,639

Payroll withholding

Total

3,101

$ 14,740
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 8 - Accrued Liabilities

Accrued liabilities at March 31, 2008 consists of the following:

Current Portion:

Accrued compensated absences $ 25,596

Accrued wages 8,162
Tota Current Portion $ 33,758

Noncurrent Portion:

Accrued compensated absences 5,324
Total $ 39,082

Note 9 - Accrued Liabilities

The PHA receives an "Administrative Fee" as part of the annual contribution from HUD to cover
the costs (including overhead) of administering the HAP Program.

Note 10 - Summary of Long Term Liabilities

A summary of long term liabilities as of March 31, 2008:

04/01/2007 03/31//2008

Balance Increase Decrease Balance

Accrued compensated absences $ 11,139 $ 0% 5815 $ 5,324
FSS escrow 11,376 4116 0 15,492
Tota $ 22515 $ 4116 $ 5815 $ 20,816

Note 11 - Deferred Revenue

This classification consists of the following accounts:
Other - grant revenue deferred $ 5,000

Note 12 - 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 as a result of these auditsis not believed to be material.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

NOTESTO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED MARCH 31, 2008
(CONTINUED)

Note 13 - Changes Posted Directly to Surplus

Adjustment to accumul ated depreciation $ 1,962

Note 14 - Risk Management

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

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

Note 15 - Economic Dependency

The Housing Authority received most of its revenue (98%) from the United State Department of

Housing and Urban Development. Thisfundingissubject to federal government appropriationsand
potential funding reductions.



SUPPLEMENTAL DATA
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE
FOR THE TWELVE MONTHS ENDED MARCH 31, 2008

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.
Housing Choice - FYE
Voucher Program* 14871 C-2031 03/31/08 $ 5657564 $ 5657564 $ 5,657,564
Disaster Assistance FYE
Housing Grant 97.109 C-2031  3/31/08 $ 13358 $ 13358 $ 13,358

Total Housing Assistance $ 5670922 $§ 5670922 § 5670922

*Denotes major program.

NOTESTO THE SCHEDULE OF FEDERAL AWARDS (SEFA)
TWELVE MONTHSENDED MARCH 31, 2008

Note 1. Expenditures to the Housing Choice Voucher Program are reported equal to revenues
recognized. This method of expenditure recognition does not reconcile to the Housing Authority’s
financial statements, but is required by HUD.



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA

STATEMENT OF NET ASSETS- PROPRIETARY FUNDS

ASSETS

CURRENT ASSETS

Cash

Accounts receivable

Accrued interest receivable
Total Current Assets

RESTRICTED
Cash

CAPITAL ASSETS
Land, buildings and equipment
Less: Accumulated depreciation
Net Capital Assets
Total Assets

LIABILITIES

CURRENT LIABILITIES
Accounts payable
Accrued liabilities
Deferred revenues

Total Current Liabilities
NONCURRENT LIABILITIES
Accrued liabilities
FSS escrow

Total Noncurrent Liabilities

NET ASSETS

Invested in capital assets
Restricted
Unrestricted

Total Net Assets

ASOF MARCH 31, 2008
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Voucher DHAP
$ 766,362 $ 0
10,075 0
1,274 0
$ 777711 $ 0
$ 836291 $ 1,563
$ 198520 $ 0
-153,783 0
$ 44737 $ 0
$ 1658739 $ 1,563
$ 14,740 $ 0
33,758 0
5,000 0
$ 53,498 $ 0
$ 5324 $ 0
15,492 0
$ 20,816 $ 0
$ 44737 $ 0
820,799 1,563
718,889 0
$ 1584425 $ 1,563




HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA
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STATEMENT OF REVENUE, EXPENDITURES AND CHANGESIN NET ASSETS -

PROPRIETARY FUNDS

TWELVE MONTHS ENDED MARCH 31, 2008

Operating Income

HUD grants - operating

Fraud recovery

Other revenue

Gain/loss on sale of fixed assets

Total Operating Income

Operating Expenses

Administrative expense

Tenant services

Utilities

Ordinary maintenance and operation
Genera expense

Housing assistance payments
Depreciation expense

Total Operating Expenses

Net Operating Income (L0ss)

Nonoperating Income (Expense)

Interest income

Changesin net assets

Voucher DHAP
$ 5,657,564 $ 13,358
20,586 0
15,053 0
6,090 0
$ 5699293 $ 13,358
$ 582510 $ 11,795
38,955 0
6,417 0
8,084 0
4,804 0
4,735,408 0
18.264 0
$ 5394442 $ 11,795
$ 304851 $ 1,563
51,300 0
$ 356,151 $ 1,563



HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA

STATEMENT OF CHANGESIN NET ASSETS
TWELVE MONTHS ENDED MARCH 31, 2008

Invested in Capital Assets

Balance at March 31, 2007
Current year net income (10ss)
Balance at March 31, 2008
Restricted
Balance at March 31, 2007
Current year net income (10ss)
Transfer
Balance at March 31, 2008

Unrestricted Net Assets

Balance at March 31, 2007
Current year net income (loss)
Transfer
Prior year adjustment

Balance at March 31, 2008

Total Net Assets
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Voucher DHAP
$ 16,773 $ 0
27,964 0
$ 44,737 $ 0
$ 0$ 0
315,686 1,563
505,113 0
$ 820,799 $ 1,563
$ 1,209,539 $ 0
12,501 0
-505,113 0
1,962 0
$ 718889 $ 0
$ 1584425 $ 1,563
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE

LAFAYETTE, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHS ENDED MARCH 31, 2008

Operating Activities

Operating grants

Other revenue

Housing assistance payments
Payments to employees

Payments to suppliers and contractors

Net Cash Provided (Used) by Operating Activities

Investing Activities

Interest income
Net Cash Provided (Used) by Investing Activities

Capital and Related Financing Activities

(Additions) deletions to fixed assets

Net Cash Provided (Used) by
Capital and Related Financing Activities

Net Changein Cash
Cash Balance at March 31, 2007

Cash Balance at March 31, 2008

Voucher DHAP
$ 5,651,029 $ 13,358
41,729 0
-4,735,408 0
-376,485 0
-241,088 -11,795

$ 339777 $ 1,563

$ 51,300 $ 0
$ 51,300 $ 0
$ -46228 $ 0
$ -46228 $ 0
$ 344849 $ 1,563

1,257,804 0

$ 1602653 $ 1563
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHS ENDED MARCH 31, 2008

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

Net operating income (10ss) $ 304,851 $ 1,563
Adjustment to Reconcile Operating Income (Loss)
to Net Cash Flows from Operating Activities:

Depreciation 18,264 0
Adjustments to net assets 1,962 0
(Increase) decrease in accounts receivable 1,774 0
(Increase) decrease in other assets 696 0
Increase (decrease) in accounts payable 6,565 0
Increase (decrease) in accrued liabilities 1,549 0
Increase (decrease) in other liabilities 4,116 0

Net Cash Provided (Used) by Operating Activities $ 339777 $ 1,563




PAMELA J. SIMPsON, C.PA.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

Board of Commissioners
Housing Authority of the City of Lafayette
Lafayette, Indiana

| have audited the financial statements of the governmental activities of Housing Authority of the City
of Lafayette as of and for the year ended March 31, 2008, which collectively comprise the Housing
Authority of the City of Lafayette’ s basic financial statements and have issued my report thereon dated
October 7, 2008. | conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in Gover nment
Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered Housing Authority of the City of Lafayette’ sinternal
control over financia reporting as a basis for designing my auditing procedures 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 Housing Authority of the City of Lafayette's internal control over financial
reporting. Accordingly, | do not express an opinion on the effectiveness of the Housing Authority of the
City of Lafayette’ sinternal control over financia reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employee, in the norma course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Housing Authority of the City of Lafayette’ s ability to
initiate, authorize, record, process, or report financial datareliably in accordancewith generally accepted
accounting principles suchthat thereis more than aremote likelihood that a misstatement of the Housing
Authority of the City of Lafayette's financial statements that is more than inconsequential will not be
prevented or detected by the Housing Authority of the City of Lafayette’ sinternal control.

A material weakness i< a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the Housing Authority of the City of Lafayette’ sinternal control.

My consideration of the internal control over financial reporting was for the limited purpose described
inthefirst paragraph of this section and would not necessarily identify all deficienciesininternal control
that might be significant deficiencies or material weaknesses. | did not identify any deficiencies in
internal control over financial reporting that | consider to be material weaknesses, as defined above.
This report is intended solely for the information of management, the Board of Commissioners and
federal awarding agencies and i< not intended to be and should not be used by anyone other than these
specified parties.



Compliance and Other Matters

As part of obtaining reasonabl e assurance about whether Housing Authority of the City of Lafayette' s
financial statements are free of material misstatement, | performed tests of its compliance with certain
provisions of laws, regulation, contracts, and grant agreements, noncompliance with which could have
adirect and materia 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, | do
not express an opinion. Theresultsof my testsdisclosed no instances of noncomplianceor other matters
that are required to be reported under Government Auditing Standards.

| noted certain matters that we reported to management of Housing Authority of the City of Lafayette,
in a separate letter dated October 7, 2008.

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

Decatur, Illinois Certified Public Accountant
October 7, 2008


Owner
REPORT SIGNATURE


PAMELA J. SIMPsON, C.PA.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

Report on Compliance With Requirements Applicableto Each Major Program and on
Internal Control Over Compliancein Accordance With OMB Circular A-133

Board of Commissioners
Housing Authority of the City of Lafayette
Lafayette, Indiana

Compliance

| have audited the compliance of Housing Authority of the City of L afayette with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that are applicable to each of its major federal programs for the year ended
March 31, 2008. Housing Authority of the City of Lafayette’ s major federal programs are identified in
the summary of auditor’ s results section of the accompanying schedul € of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs isthe responsibility of Housing Authority of the City of Lafayette’ smanagement.
My responsibility is to express an opinion on Housing Authority of the City of Lafayette’s compliance
based on my audit.

| conducted my audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicabl e to financial audits containedin Gover nment Auditing
Sandards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits
of Sates, Local Gover nments, and Non-Profit Organizations. Thosestandardsand 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 direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about
Housing Authority of the City of Lafayette’s compliance with those requirements and performing such
other procedures as | considered necessary in the circumstances. | believe that my audit provides a
reasonabl e basis for my opinion. My audit does not provide alegal determination of Housing Authority
of the City of Lafayette’s compliance with those requirements.

In my opinion, Housing Authority of the City of Lafayette complied, in al materia respects, with the
requirements referred to above that are applicable to each of its mgjor federa programs for the year
ended March 31, 2008. The results of my auditing procedures disclosed instances of noncompliance
with those requirements.

Internal Control Over Compliance

The management of Housing Authority of the City of Lafayette is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicabl e to federal programs. In planning and performing my audit, | considered
Housing Authority of the City of Lafayette’ sinternal control over compliance with the requirements that
could have a direct and material effect on a major federal program ir order to determine my auditing
procedures for the purpose of expressing my opinion on compliance, 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 Housing Authority of the City of Lafayette's interna
control over compliance.



A control deficiency in an entity’ sinternal control over compliance exists when the design or operation
of a control does not allow management or empl oyees, inthe normal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal
program on atimely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’ s ability to administer a federal program such that thereis
more than aremote likelihood that noncompliance with a type of compliance requirement of a federd
program that is more than inconsequential will not be prevented or detected by the entity’s interna
control.

A material weakness i< a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that material noncompliance with a type of compliance requirement
of afederal program will not be prevented or detected by the entity’ sinternal control.

My consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficienciesininternal control that might
be significant deficiencies or material weaknesses. | did not identify any deficienciesininternal control
over compliance that | consider to be material weaknesses, as defined above.

In addition, | noticed other mattersinvolving the internal control and its operation that | have reported
to management of Housing Authority of the City of Lafayette in a separate |etter dated October 7, 2008.

Thisreport isintended solely for the information and use of management, the Board of Commissioners,
others within the entity, and federal awarding agencies and pass-through entities and i< not intended to
be and should not be used by anyone other than these specified parties.

C T Toerin O > P o e

Decatur, Illinois Certified Public Accountant
October 7, 2008


Owner
REPORT SIGNATURE


HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

STATUS OF PRIOR AUDIT FINDINGS

The prior audit report for the period ended March 31, 2007 contained no findings.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED MARCH 31, 2008

Section | - Summary of Auditor’s Results

Low Risk Auditee X yes no

Financial Satements

Type of auditor’s report: Unqualified
Material weakness(es) identified? yes X no
*  Significant deficiency (ies) identified that are not
considered to be material weaknesses? yes X 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 that are not
considered to be material weaknesses? yes X none reported

Type of auditor’s 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-1337 yes X no

Maior Programs: (Threshold $300,000) CEDA Number(s)

Housing Choice Voucher Program 14.871
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

FINDINGS, RECOMMENDATIONS AND REPLIES

Section Il - Financial Statement Findings

There were no audit findings discussed with Ms. Edie Pierce-Thomas, Executive Director, Albert Davis,
Director of Finance, Vida Hoyer, Deputy Director and members of the Board, during the course of the
audit or at an exit conference held October 7, 2008.

Section |1 - Federal Award Findings

There were no audit findings discussed with M s. Edie Pierce-Thomas, Executive Director, Albert Davis,
Director of Finance, Vida Hoyer, Deputy Director and members of the Board, during the course of the
audit or at an exit conference held October 7, 2008.
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HOUSING AUTHORITY OF THE CITY OF LAFAYETTE
LAFAYETTE, INDIANA

SCHEDULE OF ADJUSTING JOURNAL ENTRIES
MARCH 31, 2008

Audit Posting

Voucher Account Number Debit Credit Account Number

1)
Bank One - general fund 1111.10 $ 4519.01 1111.10
Other income 3690 $ 4519.01 2806

(To void checks from prior year per PHA policy.)

2
Employee benefits 4540 $ 9,045.05 2806
PERF withheld 2117.51 $ 3,101.19 2117.51
Land, structures and equipment 1400.4 2,400.00 1400.4
Training 4140 3,295.00 2806
Accounts payable - vendor 2111 11,638.86 2111

(To set up year end payables per examination of subsequent payments.)

)

Collection losses/bad debt 4570 $ 250.00 2806
Security deposit micro loan 1169.99 $ 250.00 1169.99
(To adjust loan balance - prior year check #1074 not properly recorded)
(4)
Collection losses/bad debt 4570 $ 917.00 2806
Security deposit notes 1131 $ 917.00 1131
(To write off loan receivable balances deemed uncollectible)
)
Administrative salaries 4110 $ 816161 2806
Accrued wages 2134 $ 816161 2134
(To adjust accrued wages for year)
(6)
Depreciation expense 4800 $ 242117 2806
Accumulated depreciation 1400.5 $ 459.98 1400.5
Net HUD PHA contributions 2802 1,961.19 2802

(To adjust accumulated depreciation to actua per schedule prepared by PHA)
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515 Total Reserved Fund Balance g1 E kit

n11.1 Hoglncled Nat Assols 820 TO0 =1,583 LT FERE
YR Unrastticlod Ml Aussts ST LH HAD 50 718,801
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Lire e Housing Choica Chaastar Hauzirg Assislance
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Lkl Cidinary Mainterpnee and Cpoamalicns - Conlrac! Cosld 34, 084 30 58, 0L

ALek] Inaurance Promiums 52652 S0 52,650
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PAMELA J. SiIMPsON, C.PA.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

Board of Commissioners
Housing Authority of the City of Lafayette
Lafayette, Indiana

In planning and performing my audit of the financial statements of Housing Authority of the City of
Lafayette as of and for the year ended March 31, 2008, in accordance with auditing standards generally
accepted in the United State of America, | considered the Housing Authorities internal control over
financial reporting (internal control) as a basis for designing my auditing procedures for the purpose of
expressing my opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of Housing Authority of the City of Lafayette’ s internal control. Accordingly, | do not
express an opinion on the effectiveness of Housing Authority of the City of Lafayette’ sinternal control.

The administration of the Housing Authority is responsible for establishing and maintaining a system of
internal accounting control. In fulfilling this responsibility, 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 absol ute, assurance that assets are safeguarded
against loss from 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 irregul arities may
neverthel ess occur and not be detected. Also, projection of the system to future periodsis subject to the
risk 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 made for the limited purpose described in the first paragraph would not
necessarily disclose all material weaknesses in the system. However, my study and eval uation disclosed
certain conditions in the following areas of which you should be aware in order to improve operating
efficiencies and strengthen internal controls:

1. Whilereviewing the Housing Authority’ s system of internal controls, it came to my attention that not
all internal control procedures being followed have been included in the written policy/procedural
manual.

In addition to the current policies/procedures, | suggest that the written manual be expanded to
include: (@) approval of journal entries (hard copies initialed or signed) (b) documentation of
approval of payroll (payroll registers should beinitialed or signed) (c) credit card use (full explanation
of the purpose of travel, meals and meetings attached to supporting invoices) (d) persona use of
agency assets (such as automobile, cell phone, etc) and (e) reconciliation of rent rolls and HAP
registers with written documentation of approval.

The written policies should also cover the extent that outsi de consultants are used to enhance internal
controls. The policies should include the detail of level of responsibility the fee accountant is
assuming in the preparation and review of the year end financia statements as compared to the level
responsibility the housing i< authority is maintaining. The written procedures should indicate who
will prepare and maintain copies of year end schedules, journa entries and reconciliations. However
the Housing A uthority management should keep in mind that you have the ultimate responsibility for
preparation of accurate and complete financial statements.



2. Management needs to review their procedures in anticipating income for the calculation of housing
assistance payments and the related quality control reviews of those files. Inareview of twenty five
Section 8 participant files immaterial discrepancies were noted in the calculation of anticipated
income. In some of these instances, the discrepancy related to inconsistent methods of anticipating
income between different files. In other filesimmaterial math errors were noted.

Management should review the proper/preferred methods of anticipating income with al housing
intake staff. Additionally it issuggested that management increase the number of quality assurance
reviews that are completed on al files.

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 shoul d not be used
by anyone other than these specified parties. Please fedl free to contact meif you have any questions.

Soorl2n 9. flupp e

Decatur, Illinois Certified Public Accountant
October 7, 2008
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