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SECTION1

AUDITOR'S REPORT
AND
MANAGEMENT'S DISCUSSION AND ANALYSIS




Sailor Certified Public Accountants

Khan & Co. LLC

INDEPENDENT AUDITOR'S REPORT

Board of Commissioners
Greencastle Housing Authority
Greencastle, Indiana

We have audited the accompanying basic financial statements of the Greencastle Housing Authority, Indiana, (Authority)
as of and for the year ended June 30, 2008, as listed in the table of contents. These basic financial statements are the
responsibility of the Authority's management. Our responsibility is to express an opinion on these basic financial
statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance
about whether the basic financial statements are free of material misstatement. An audit includes examining, on a fest
basis, evidence supporting the amounts and disclosures in the basic financial statements. An auditalso includes assessing
the accounting principles used and significant estimates made by management, as well as evaluating the overall basic
financial statement presentation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the financial
position of the Greencastle Housing Authority, Indiana, as of June 30, 2008, and the changes in its financial position and
its 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, we have also issued our report dated October 9, 2008, on our
cousideration of the Authority's internal controt over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance. That report is an integral
part of an audit performed in accordance with Government Auditing Standards and should be considered in assessing

the results of our audit.

The management's discussion and analysis on pages ii to vii is not a required part of the basic financial statements but
is supplemental information required by accounting principles generally accepted in the United States of America. We
have applied certain linited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the supplemental information, However, we did not audit the information and
express no opinion on it,

Our audit was conducted for the purpose of forming an opinion on the basic financial statements taken as a whole. The
accompanying schedule of expenditures of federal awards as required by the U.S. Office of Management and Budget
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information has been subjected to
the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated, in all
material respects, in relation to the basic financial statements taken as a whole.

L W Fr

Sailor, Khan & Co. LLC
October 9, 2008

P.O. Box 16180, St. Louis, MO 63105 314-726-3308 Fax: 314-726-6308




Greencastle Housing Authority

Management’s Discussion and Analysis (MD&A)
June 30, 2008
{Unaudited)

This section of the Greencastle Housing Authority, Indiana’s (Authority) annual financial report presents our
management’s discussion and analysis of the Authority’s financial performance during the fiscal year ended on June 30,
2008. This discussion and analysis is designed to assist the reader in focusing on the significant financial issues and
activities and to identify any significant changes in financial position. Please read and consider the information presented
in conjunction with the financial statements as a whole.

For accounting purposes, the Housing Authority is classified as an enterprise fund. Enterprise funds account for activities
similar to those found in the private business sector, where the determination of net income is necessary or useful to
sound financial administration. Enterprise funds are reported using the full accrual method of accounting in which all
assets and all liabilities associated with the operation of these funds are included on the balance sheet. The focus of
enterprise funds is on income measurement, which, together with the maintenance of equity, is an important financial

indication.

FINANCIAL HIGHELIGHTS
> The term “net assets” refers to the difference between assets and liabilities, The Authority’s total net
assets as of June 30, 2008 were $218,431. The net assets increased by $217, an increase of 0.1% over
the prior year.
> Revenues for the Authority were $1,007,499 for the year ended June 30, 2008, This was a decrease

of $460,462 or 31.2% from the ptior year.

> Expenses for the Authority were $1,007,282 for the year ended June 30, 2008. This was a decreasc
of $460,103 or 31.4% from the prior year.

> Rental revenue for the Authority was $36,560 for the year ended June 30, 2008, a decrease of $8,163
or 18.3% from the prior year, HUD operating grants for the Authority was $846,810 for the year
ended June 30, 2008, a decrease of $446,748 or 34.5% from the prior vear.

OVERVIEW OF THE FINANCIAY, STATEMENTS

This annual report includes this Management Discussion and Analysis report, the Basic Financial Statements
and the Notes to the Financial Statements. The Authority’s financial statements are presented as fund level
financial statements because the Authority only has proprietary funds.

Required Financial Statements

The financial statements of the Housing Authority report information of the Authority using accounting methods
similar to those used by private sector companies. These statements offer short- and long-term financial
information about its activities. The Statement of Net Assets includes all the Authority’s assets and liabilities
and provides information about the nature and amounts of investments in resources (assets) and obligations of
the Authority creditors (liabilities). It also provides the basis for evalvating the capital structure of the Authority
and assessing the liquidity and financial flexibility of the Authority.

i~




Greencastle Housing Authority
{Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

OVERVIEW OF THE FINANCIAL STATEMENTS (CONTINUED)

All of the current year’s revenues and expenses are accotnted for in the Statement of Revenues, Expenses, and
Changes in Fund Net Assets. This statement measures the success of the Authority’s operations over the past
year and can be used to determine whether the Authority has successfully recovered all its costs through its user
fees and other charges, profitability and credit worthiness.

The final required financial statement is the Statement of Cash Flows. The statement reports cash receipts, cash
payments, and net changes in cash resulting from operations, investing and financing activities and provides
answers o such questions as where did cash come from, what was cash used for, and what was the change in
the cash balance during the reporting period,

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the data provided in the
basic financial statements and provide more detailed data.

Supplemental Information

This report also contains the schedule of expenditures of federal awards as required by the U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Governmenis, and Non-Profit Organizations.

FINANCIAL ANALYSIS

Net assets may serve, over time, as a useful indicator of a government’s financial position. As stated in the table
on the following page, assets exceeded liabilities by $218,431 at the close of the year ended June 30, 2008 up
from $218,214 in fiscal year 2007. The increase in net assets of $217 was due to the reasons noted below.

> Current and other assets include cash, receivables, and prepaid expenses. Of the $5,107 decrease in
this category, cashincreased $11,816, receivables decreased $15,569, and prepaid expenses decreased
$1,354.

> Restricted assets include cash and increased $27,794 over the prior year.

» Capital assets decreased $21,798 because current year depreciation exceeded capital asset additions.
Change in capital assets is explained in section titled “Capital Assets and Debt Administration” of this
analysis.

» Current liabilities increased $2,078 primarily due 1o a $1,356 increase in deferred revenues.

> Noncurrent liabilities decreased $1,406 mainly due to current year principal payments on long-term
debt.

The unrestricted net assets were $78,104 as of June 30, 2008. This amount may be used to meet the Authority’s
ongoing obligations. The restricted assets were $36,845 as of June 30, 2008. This amount may only be used
in the Housing Choice Voucher program for housing assistance payments. At the end of the current fiscal
year, the Authority is able to report positive balances in all categories of net assets. The same situation held
true for the prior fiscal year.

~iH-




Greencastle Housing Authority
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

FINANCIAL ANALYSIS (CONTINUED)
CONDENSED STATEMENTS OF NET ASSETS

JUNE 30,
Dollar Percent
2008 2007 Change Change
Current and other assets $ 88,068 % 93,175 % (5,107) -5.5%
Restricted assets 57,225 29,431 27,794 94.4%
Capital assets 767,479 789,277 {21,798) -2.8%
Total Assets 912,772 911,883 889 0.1%
Current liabilities 21,496 19,418 2,078 10.7%
Noncurrent liabilities 672,845 674,251 (1,406) -0.2%
Total Liabilities 694,341 693,669 672 0.1%
Net Assets
Invested in capital assets, net of related
debt 103,482 122,195 (18,713) -15.3%
Restricted for HAP 36,845 oo 36,845 100.0%
Unrestricted 78,104 96,019 (17,915) -18.7%
Total Net Assets $__ 218431 § 218214 $____ 217 0.1%

The largest portion of the Authority’s net assets reflects its investment in capital assets (e.g. land, buildings and
equipment) less accumulated depreciation. The Authority uses these capital assets to provide service and
consequently these assets are not available to liquidate liabilities or other spending.

While the Statement of Net Assets shows the change in financial p\osition of net assets, the Statements of
Revenues, Expenses, and Changes in Net Assets provides answers as to the nature and sousce of these changes.

As can be seen in the table on the following table, total revenues decreased $460,452 due to the reasons noted

below.

- Rental revenue decreased $8,163 or 18.3% mainly due to a decrease in the average rental charge per
unit of $22.01 or 18.6% in the Rural Rental Housing Program.

d Of the $446,748 decrease in HUD operating grants, new construction program assistance received
from HUD decreased $531,069 and housing choice voucher program assistance received from HUD
increased $84,321. The reason for such a large decrease in new construction program assistance is
that the Authority no longer has this program.

> Other government grants decreased $9,741 or 32.0% from FY 2007.

> Interest income decreased $2 or 0.3% from FY 2007.

- Other income increased $4,202 or 4.3% from FY 2007.

v




Greencastle Housing Aunthority
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

FINANCIAL ANALYSIS (CONTINUED)

Total expenses decreased $460,103 due to the reasons noted below.

>

Of'the $7,885 increase in personal services, employee wages increased $6,901 or 3.5% and employee
benefits increased $984 or 5.4%.

Of the $5,857 increase in utilities, water increased $1,941 or 51.5%, electricity increased $3,580 or
99.1%, gas decreased $76 or 2.8% and sewer increased $412 or 10.5%.

Operations and maintenance decreased $2,040 or 11.6% from FY 2007 mostly due to a decrease in
maintenance materials purchased during the current fiscal year of $1,834.

Insurance decreased $514 or 4.1% from the prior year.

Other supplies and expenses decreased $16,056 or 27.4% mainly due to a decrease in other
administrative expenses and other general expenses.

Housing assistance payments decreased $456,168 or 42.5% due to 5-1 decrease in housing assistance
payments for the New Construction Program. The Authority no longer has this program,

Interest expense decreased $224 or 0.4% from FY 2007 due to current year principal payments on
outstanding loans.

The Authority had a $1,157 or 4.1% increase in depreciation which is the write-off of capital assets
over their estimated useful life.




Greencastle Housing Authority
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

FINANCTAL ANALYSIS (CONTINUED)

CONDENSED STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET ASSETS

JUNE 30,
Dollar Percent
2008 2007 Change Change
Revenues
Operating - non-operating:
Rental revenue $ 36,560 $ 44,723 % (8,163) -18.3%
HUD operating grants 846,810 1,293,558 (446,748) -34.5%
Operating grants - other 20,652 30,393 (9,741) -32.1%
Interest income 664 666 (2) -0.3%
Other income 102,813 93,611 4,202 4.3%
Total Revenues 1,007,499 1,467,951 {460,452) -31.4%
Expenses

Personal services 221,153 213,268 7,885 3.7%
Utilities 19,860 14,003 5,857 41.8%
Operations and maintenance 15,580 17,620 (2,040) -11.6%
Insurance 11,953 12,467 (514) -4.1%
Other supplies and expenses 42,556 58,612 (16,056) -274%
Housing assistance payments 616,572 1,072,740 (456,168) -42.5%
Interest expense 49,907 50,131 (224) -0.4%
Depreciation 29.701 28.544 1,157 4.1%
Total Expenses 1,007,282 1,467,385 (460,103) -31.4%

Change in net assets 217 566 (349)

Beginning net assets 218,214 217,648 566

Ending net assets $ 218,431 § 218,214 § 217

The Authority had the following programs during the current fiscal year:

1. Northview Apartments - 24 units Section 8 New/Rural Development 515 owned and managed by the

Authority. The project had a 95.8% occupancy level in FY 2008, up from 93.4% in FY 2007,

2. Section 8 Housing Choice Vouchers - Authorized to assist 184 households with rental assistance. The
lease-up rate for FY 2008 was 100.0%, up from 96.9% in FY 2007.

3. A-Way Home Shelter — 36 bed homeless shelter partially funded through state administered HUD

Emergency Shelter Grant, Balance of funding from donations and other grants,

vi-



Greencastle Housing Authority
(Unaudited)
Management’s Discussion and Analysis (MD&A) - Continued

CAPITAIL ASSETS AND DEBT ADMINISTRATION

The Greencastle Housing Authority, Indiana’s investment in capital assets, net of related debt as of June 30,
2008 amounts to $103,482 (net of accumulated depreciation). The investment in capital assets includes land,
buildings, improvements and equipment,

Capital Assets - The total decrease in the Authority’s capital assets for the current fiscal year was 2.8% in terms
of net book value. Actual expenditures to purchase or construct capital assets from revenues and capital
contributions were $7,913 for the year. Depreciation charges for the year totaled $29,701, Additional
information on the Authority’s capital assets can be found in the notes to the financial statements of this report.

Beginning Additions Depreciation Ending

Capital assets $789,277 $7.903 $(29,701) $767,479

Debt Administration - The Authority has amortgage on its apartment complex known as Northview Apartments
held by U.S. Department of Agriculture Rural Development as pait of their Section 515 Loan Program. Total
mortgage debt as of June 30, 2008 was $663,997 down from $667,082 in FY 2007. Additional information
on the Authority’s long-term debt can be found in the notes to the financial statements of this report,

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The Authority is eligible to receive $513,940 for housing assistance payments for the months of July 2008
through March 2009 in the Housing Choice Voucher Program. The Authority also has $36,845 available in
HAP Reserves to be used for housing assistance payments. Based on the average housing assistance payment
per unit of $278.87 for FY 2008, the Authority will have sufficient fanding and reserves to lease 89.4% of its
authorized vouchers from July 2008 through March 2009, HUD has not established funding levels for the
remaining three months of next fiscal vear. Administrative fees for the Housing Choice Voucher program will
be based on actual utilization in FY 2009 and adjusted for pro-ration which is currently at 90.597%.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Authority’s finances for all those with an
interest in its finances. Questions concerning any of the information provided in this report or request for
additional financial information should be addressed to Greencastie Housing Authority, 309 East Franklin
Street, Greencastle, Indiana 46135.

-vij-
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana

STATEMENT OF NET ASSETS

June 30, 2008

ASSETS
Current Assets;
Cash and cash equivalents $ 70,229.21
Receivable - net of allowances:
Accounts 5,890.17
Prepaid expenses 11,948.90
Total Current Assets 88,068.28
Noncurrent Assets:
Restricted assets:
Cash and cash equivalents , 57,224.64
Total restricted assets 57,224.64
Capital assets;
Land, improvements, and construction in progress 73,120.00
Other capital assets, net of depreciation 694,359.52
Total capital assets- net 767,479.52
Total Noncurrent Assets 824,704.16
Total Assets $ 912,772.44

See notes to financial statements

-1-




GREENCASTLE HOUSING AUTHORITY

Greencastle, Indiana
STATEMENT OF NET ASSETS (CONTINUED)

June 30, 2008

LIABILITIES
Current Liabilities:
Accounts Payable 3 618.55
Accrued salaries, wages and benefits 2,766.90
Accroed compensated absences 4,057.26
Tenant security deposit lability 4,066.00
Interest payable . 4,145.98
Current portion of long term debt 3,324.30
Deferred revenues 2,513.05
Total Current Liabilities 21,496.04

Noncurrent Liabilities:

Long term debt 660,673.18
Accmed compensated absences 12,171.77
Total Noncurrent Liabilities 672,844.95
Total Liabilities 694,340.99
NET ASSETS
Invested in capital assets 103,482.04
Restricted for:
HAP 36,845.00
Unrestricted 78,104.41
Total Net Assets 21843145
Total Liabilities and Net Assots $ 912,772.44

Sece notes to financial statements

.




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS

For Year Ended June 30, 2008

Operating Revenues:
Rental revenue $ 36,560.27
Operating subsidies- HUD grants 846,810.00
Operating subsidies- other grants 20,651.94
Other revenues 102,812.89
Total operating revenues 1,006,835.10

Operating Expenses:
Personal services 221,152.73
Utilities 19,860.11
Operations and maintenance 15,580.27
Insurance 11,953.28
Other supplies and expenses 42,555.50
Housing assistance payments 616,572.00
Depreciation 29,700.87
Total operating expenses 957,374.76
Operating income (loss) 49,460.34

Non-operating revenues {(expenses):

Interest and investment earnings 664.21
Interest expense (49,907.33)
Net non-operating revenues (expenses) (49,243.12)
Change in net assets 217.22

Net assets at beginning of year 218,214.23
Net assets at end of year 3 218,431.45

See notes to financial statements
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
STATEMENT OF CASH FLOWS

For Year Ended June 30, 2008

Cash flows from operating activities:
Cash received from tenants
Cash received from HUD grants- operating
Cash received from other grants
Cash received from other operating activities
Cash payments for goods and services
Cash payments to employees-salaries
Cash payments for emplovee benefit contributions

Net cash provided (used) by operating activities
Cash flows from capital and related financing activities:
Payments for capital assets
Principal paid on capital debt
Interest paid on capital debt
Net cash (used) for capital and related financing activities
Cash flows from investing activities:
Interest and dividends
Receipts (payments) from tenant security deposits

Net cash provided (used ) from investing activities

Net increase (decrease) in cash and cash equivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year

Cash and cash equivalents
Restricted cash and cash equivalents

Total cash and cash equivalents at end of year

See notes to financial statements

-4

$ 37,861.07
859,614.06
20,651.94
105,633.69
(704,804.77)
(199,657.15)
(19,150.33)

100,148.51
(7,912.71)

(3,084.71)
(49,926.61)

(60,924.03)

664.21

278.00

386.21

39,610.69

$ 127,453.85

b 70,229.21
57,224.64

5___ 12745385




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
STATEMENT OF CASH FLOWS (CONTINUED)

For Year Ended June 30, 2008

Recenciliation of operating income (loss) to net cash

provided (used) by operating activities:
Operating income (loss) $ 49.460.34
Adjustments to reconcile operating income to net cash provided
(used) by operating activities:

Depreciation expense 29,700.87
Allowance for doubtful accounts (921.46)
Changes in assets and fiabilities:

Receivables 16,490.65
Prepaid expenses 1,354.50
Accounts and other payables 361.89
Deferred revenues 1,356.47
Compensated absences 2,557.42
Accrued expenses {212.17)

Net cash provided (used) by operating activities $ 100,148.51

See notes to financial statements
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS

June 30, 2008

-NOTE 1 - Summary of Significant Accounting Policies

The Greencastie Housing Authority (Authority) is a non-profit entity established to provide low-rent housing,
under the low rent program Annual Contributions Contract for qualified individuals in accordance with the rules
and regulations prescribed by the Department of Housing and Urban Development and other Federal agencies.

The Housing Authority complies with generally accepted accounting principles (GAAP). GAAP includes all
relevant Governmental Accounting Standards Board (GASB) pronouncements. In the financial statements for
the proprietary fund, Financial Accounting Standards Board (FASB) pronouncements and Accounting
Principles Board (APB) opinions issued on or before November 30, 1989, have been applied unless those
pronouncements conflict with or contradict GASB pronouncements, in which case, GASB prevails. For
enterprise funds, GASB Statement Nos. 20 and 34 provide the Housing Authority the option of electing to apply
FASE pronouncements issued after November 30, 1989, except for those that conflict with or contradict a
(GASB pronouncement. The Housing Authority has elected not to apply those pronouncements, The accounting
and reporting framework and the more significant accounting policies are discussed in subsequent subsections

of this Note.
Ia. Financial Reporting Entity
The Housing Authority’s financial reporting entity comprises the following:

Primary Government: Housing Authority

In determining the financial reporting entity, the Housing Authority complies with the provisions of GASB
Statement No. 14 as amended by GASB No. 39, “The Financial Reporting Entity,” and incIudes all component
units, if any, of which the Housing Authority appointed a voting majority of the units’ board; the Housing
Authority is either able to irapose its will on the unit or a financial benefit or burden relationship exists. There
are no agencies, organizations or activities meeting this criteria,

1h. Basis of Presentation

Financial statements of the reporting entity’s programs are organized and reported as an enterprise fund and are
accounted- for by providing a set of self-balancing accounts that constitute its assets, liabilities, fund equity,
revenues, and expenditure/expenses. Enterprise funds are used to account for business-like activities provided
to its tenants. These activities are financed primarily by user charges and/or Federal funding and the
measurement of financial activity focuses on net income measurement similar to the private sector. The
reporting entity includes all of the Authority’s programs as an enterprise fund.




GREENCASTLE HOUSING AUTHORITY

Greencastle, Indiana

NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

1b. Basis of Presentation (Continued)

Foltowing is a description of the Authority's programs:

Program

Housing Choice Vouchers

New Construction

Rural Rental Housing

Emergency Shelter Program

Business Activities

Brief Description

Accounts for activities of the Voucher program which assists very low-
income farnilies, the elderly, and the disabled to afford decent, safe and
sanitary housing in the private market,

Accounts for activities of the New Construction program which assists
very low-income families, the elderly and the disabled to have decent, safe
and sanitary housing through the housing assistance payments receive by
the housing authority.

Accounts for activities of the Northview Apartments which is a HUD
Section 8§ New Construction/Rural Development 515, apartment cornplex.
The complex consists of four buildings divided into 24 units. There are
6 one-bedroom apartments, 14 two bedroom apartments and 4 three
bedroom apartments. The mortgage for the property is held by U.S.
Department of Agriculture Rural Development (Formerly the Farmers
Home Administration) as part of their Section 515 Loan Program. The
low income tenants pay income bases rent with the balance of the rent
subsidized through the HUD Section 8 New Construction Program. The
Housing Authority obtained the property in December of 1995, with
assistance from both Rural Development and HUD because the original
owner defaulted on his mortgage with Rural Development,

Accounts for activities of the A-Way Home Shelter provides temporary
housing for homeless men, women and children. Average occupancy is
12 people per day. The shelter receives Federal funding through the
FEMA Emergency Food and Shelter Program and the Emergency Shelter
Grant, which is passed through the State of Indiana. The majority of the
funding comes from private sources such as the United Way, foundations,
churches, businesses and individuals.

The Greencastle Housing Authority maintains an account for housing
activities that it is involved in that are not funded by HUD. Activities
would include management activities for non-profit housing, inspections
for other entities or any other activity that would result in revenue to the
Greencastle Housing Authority for activities that do not receive Federat
funding.




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)
lc. Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe “which” transactions are recorded within the various financial
statemnents. Basis of accounting refers to “when” transactions are recorded regardless of the measurement focus

applied.
Measurement Focus

In the financial statements, the “economic resources” measurement focus is used as follows:

> The proprietary fund utilizes an “economic resources’” measurement focus. The accounting objectives
of this measurement focus are the determination of operating income, changes in net assets (or cost
recovery), financial position, and cash flows. All assets and liabilities {whether current or noncurrent)
associated with their activities are reported. Proprietary fund equity is classified as net assets.

Basis of Accounting

In the financial statements, the proprietary fimd utilizes the accrual basis of accounting, Under the accrual basis
of accounting, revenues are recognized when earned and expenses are recorded when the liability is incurred

or economic asset used.
1d. Assets, Liabilities, and Equity
Cash

For the purpose of the Statement of Net Assets, “cash and cash equivalents” inchides all demand, savings
accounts, and certificates of deposits or short-term investments with an original maturity of three months or less.
For the purpose of the Statement of Cash Flows, “cash and cash equivalents” include all demand and savings
accounts, and certificates of deposit or short-term investments with an original mahurity of three months or less.

Interprogram Receivables and Payables

During the course of operations, numerous transactions occur within individual programs that may result in
amounts owed between these programs. Offsetting interprograms, if any, are eliminated for financial statement
presentation.

Receivables

Receivables consist of all revennes earned at year-end and not yet received, Tenant accounts receivable, accrned
interest receivable and accounts receivable from U.S. Department of Housing and Urban Development compose
the majority of receivables. Allowances for uncollectible accounts receivable are based upon historical trends
and the periodic aging of accounts receivable.
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)
1d. Assets, Liabilities, and Equity (Continued)
Buedgets and Budgetary Accounting

The Authority adopts a formal operating budget each year for it's operating programs and on a project length
basis for it's capital expenditures which are approved by the Board of Commissioners and submitted to the
Department of Housing and Urban Development for their approval, if required.

Estimates and Assumptions

The Authority uses estimates and assumptions in preparing financial statements. These estimates and
assumptions affect the reported amounts of assets and liabilities, the disclosuré of contingent assets and

lighilities, and reported revenues and expenses.

Capital Assets
The accounting treatment over property, plant, and equipment (capital assets) is as follows:

In the financial statements, capital assets purchased or acquired with an original cost of $500.00 or more are
accounted for as capital assets. All capital assets are valued at historical cost, or estimated historical cost if
actual is unavailable, except for donated capital assets which are recorded at their estimated fair value at the

date of donation.

-Depreciation of all exhaustible capital assets is recorded as an allocated expense depending on the program
where the asset is shown, inthe Statement of Revenues, Expenses and Changes in Net Assets, with accumulated
depreciation reflected in the Statement of Net Assets. Depreciation is provided over the assets’ estimated useful
lives using the straight-line method of depreciation. The range of estimated useful lives by type of asset is as

follows:
Buildings 10-40 years
Furniture, equipment and machinery - dwelling 3-10 vyears
Fumiture, equipment and machinery - administration 3-7 vyears
Restricted Assets

Restricted assets include cash and investments legally restricted as to their use. The primary restricted assets
are related to Rural Rental Housing which is a USDA program and Housing Choice Vouchers which is a HUD

program.




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 1 - Summary of Significant Accounting Policies (Continued)

1d. Assets, Liabilities, and Equity (Continued)

Compensated Absences

The Housing Authority’s policies regarding vacation time permit employees to accumulate earned but unused
vacation leave. The liability for these compensated absences is recorded as short-term and long-term liabilities
based on historical trends. In accordance with the provisions of GASB Statement No. 16, no Liability is
recorded for non-vesting accumulating rights to receive sick pay benefits.

Equity Classifications
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt—Consists of capital assets including restricted capital
assets, net of accumulated depreciation and reduced by the outstanding balances of any bonds,
meortgages, notes, or other borrowing that are attributable to the acquisition, construction, or
tmprovement of those assets. The Authority had no related debt.

b. Restricted net assets - Consists of net assets with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2)
law through constitutional provision or enabling legislation.

c. Unrestricted net assets - All other net assets that do not meet the definition of “restricted”’ or “invested
i capital assets, net of related debt.”

te. Revenues, Expenditures, and Expenses

Operating Revenues and Expenses

Operating revenues and expenses are those that result from providing services and delivering goods and/or
services. It also includes all revenue and expenses not related to capital and related financing, noncapital

financing, or investing activities.

Non-operating revenues and expenses are those that are not operating ih nature.

Interfund Transfers

For the purposes of the Statement of Revenues, Expenses and Change in Net Assets, all interfand transfers
between individual programs, if any, have been eliminated.
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 2 - Stewardship, Compliance, and Accountability

The Authority and its component units, if any, are subject to various federal, state, and local laws and
contractual reguiations. An analysis of the Authority’s compliance with significant laws and regulations and
demonstration of its stewardship over Authority resources follows.

2a. Program Accounting Requirements

The Authority complies with all state and local laws and regulations requiring the use of separate programs. The
programs used by the Authority are as follows:

Program Required By
Housing Choice Vouchers U.S. Department of Housing and Urban Development
New Construction U.S. Department of Housing and Urban Development
Emergency Shelter Program U.S. Department of Housing and Urban Development
Emergency Food and Shelter
Management Program U.S. Department of Homeland Security - Federal
Emergency Management Agency
Rural Rental Housing U.8. Department of Agriculture
Business Activities Greencastle Housing Authority
2b. Deposits and Investments Laws and Regulations

In accordance with state law, all uninsured deposits of the Authority in financial institutions must be secured
with acceptable collateral valued at the lower of market or par. All financial institutions pledging collateral to
the Authority must have a written collateral agreement. As reflected in Note 3a., all deposits were fully insured

or collateralized.

Investments of the Authority are limited by state law to the following:

a. Direct obligations of the U.S, Government or its agencies or instramentalities to which acceptable
collateral is pledged.

b. Certificates of deposit or savings accounts that are either insured or secured with acceptable collateral.

2c. Revenue Restrictions

The Authority has various restrictions placed over certain revenue sources. The primary restricted revenue
sources include;

Revenue Source Legal Restrictions of Use
Emergency Food and Shelter Management Program Emergency shelter program

For the year ended June 30, 2008, the Authority complied, in all material respects, with these revenue
restrictions,
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 3 - Detail Notes on Transaction Classes/Accounts

The following notes present detail information to support the amounts reported in the basic financial statements
for its various assets, liabilities, equity, revenues, and expenditures/expenses.

3a. Cash

Deposits

Custodial Credit Risk - Deposits. Custodial credit risk is the risk that in the event of a bank failure, the
Authority’s deposits may not be returned o it or the Authority will not be able to recover collateral securities
in the possession of an outside party. As of June 30, 2008, the Authority’s bank balances of $97,803.33, were
insured by federal depository insurance or collateralized with securities held by the pledging financial

institutions in the Authority’s name.
3h. Restricted Assets

The restricted assets as of June 30, 2008, are as follows:

Cash
Including Time
Type of Restricted Assets Deposits Investments Total
Rural Rental Housing Reserve Acct. $ 3560145 § — % 35,601.45
Unspent Housing Assistance Payments 21,623.19 - 21,623.19
5 57,224.64 % ~—  § 57,224.64

Restticted assets arc considered non-current since their utilization in the next operating cycle is neither required
nor expected.
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 3 - Detail Notes on Transaction Classes/Accounts {Continued)
3c, Accounts Receivable

Receivables detail at June 30, 2008, is as follows:

Tenant accounts receivable $ 1,358.59

Allowance for doubtful accounts (135.86)
Tenanits accounts receivable - net 1,222.73
Fraud recovery 352.00

Allowance for doubtful accounts (70.40)
Fraud recovery - net 281.60
Accounts receivable - HUD 4,385.84

$ 5,890.17

3d. Capital Assets

Capital asset activity for the year ended June 30, 2008, was as follows:

Balance Balance
July 1, June 30,
2007 Additions (Deductions) 2008
Land $ 73,12000 § @ - 58— $ 73,120.00
Building 97643433 —- 976,434.33
Furniture, equipment and machinery-
dwelling 19,079.71 2,195.00 — 21,274.71
Furniture, equipment and machinery-
administration 43,556.28 5,708.00 e 49,.264.28
1,112,190.32 § 7.903.00 $ -—-- 1,120,093.32
Accumulated depreciation 322,912.93 § 29.700.87 $ — 352,613.80
Total 3 789.277.39 $__ 767.479.52
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 3 - Detail Notes on Transaction Classes/Accounts (Continued)
3e, Accounts Payable
Accounts payable at June 30, 2008 consists of accounts payable - vendors in the amount of $618.55.
31, Compensated Absences

Accumulated unpaid compensated absences are accrued. The liability for compensated absences at June 30,
2008 is $16,229,03,

3g. Non-current Liabilities

As of June 30, 2008, the non-current liabilities are comprised of the following;

Accrued compensated absences - non cutrent portion $ 12,171,777
Total $ 12,171.77

The following is a summary of changes in non-current liabilities for the year ended June 30, 2008:

Balance Balance Amounts
June 30, June 30, Due within

2007 Additiens Deductions 2008 One Year
Accrued compensated absences $ 1025370 § 191807 § -——- & 12,171.77 $ 4,057.26
Total $ 1025370 $ 1918067 § @ - $ 1217177 § 4,057;26

3h. Long-term Debt
Changes in Long-term Debt

The following is a summary of changes in long-term debt for the year ended June 30, 2008:

Balance Balance Amounts
Type of Debt June 30, June 30, Due within
200677 Additions Deductions 2008 One Year
Notes Payable-RRH $_663.997.19 § -~ $__332401 $_ 660673.18 $ 332430
Total $_663997.19 $ - $_ 332401 $_660,673.18 $__ 3,324.30
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30. 2008

NOTE 3 - Detail Notes on Transaction Classes/Accounts (Continued)
3h. Long-term Debt (Continned)
Annual Debt Service Requirements

Obligations of business-type activities under capital bases at June 30, 2008 are as follows:

Date of Length Maturity Original Interest Current
Project/Loan # Note of Note Date Amount Rate Balance
Rural Rental Housing Loan-
Northview Apartments 12.01-95  50years 12-01-45 $ 690,000.00 750% §$__66399748

The annual debt service requirements to maturity, including principal and interest, for long-term debt as of June
30, 2007, are as follows:

Year Ending Notes Payable  Notes Payable
June 30 Principai Interest

2009 $ 332476 § 49,687.05
2010 3,582.37 4642897
2011 3,860.48 49,150.86
2012 4,160.17 48.851.17
2013 4,483.14 48,528.20
2014-2018 28,209.12 236,847.59
2019-2023 40,996.15 224,060.56
2024-2028 59,579.48 205,477.23
2029-2033 86,586.52 178,470.19
2034-2038 125,835.70 139,221.00
2039-2043 182,876.33 82,180.38
2044-2045 120,503.26 12,025.10
Total $ 663,097.48 $__1,323,928.30
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

June 30, 2008

NOTE 3 - Detail Notes on Transaction Classes/Accounts (Continued)
3i. Interprogram Transactions

Transfers are used to move revenues from the program that is authorized to transfer them to the program in
accordance with budgetary authorizations, Offsetting operating transfers, if any, are eliminated for financial
statement presentation.

NOTE 4 - Other Notes
4a. Employee Retirement Plan

Defined Contribution Plan: The Authority has also provided a defined contribution plan. The defined
contribution plan is available to all full-time employees not already participating in another plan. In a defined
contribution plan, benefits depend solely on amounts contributed to the plan, investment eamings, and
forfeitures of other participants’ benefits that may be allocated to such participant’s account. Benefits vest at
the start of employment. The Authority contributed 7 percent of covered payroll. Employees also contribute.

For the year ended June 30, 2008, the following amounts related to the defined contribution plan:

Aauthority total payroll $ 199,444 .98
Payroll for covered employees $ 199,444 98
Employer (Authority) contributions made $ 14,318.20

4b. Risk Management

The Authority is exposed to various risks of loss related to torts; theft of, damage to, or destruction of assets;
errors and omissions; injuries to employees; employees health and life; and natural disasters. The Authority

mhanages these various risks of loss as follows:

Type of Loss Method Managed
a. Torts, errors and omissions Purchased insurance with Hunter, Brush & Gossard Insurance &
Bonds and Auto Owner’s Insurance
b. Injuries to employees Purchased insurance with Westfield Group Insurance; Claims are
{workers' compensation) administered by Hunter, Brush & Gossard Insurance & Bonds
¢. Physical property loss and Purchased commercial insurance with $1,000 deductibles.

natural disasters

Management believes such coverage is sufficient to preclude any significant uninsured losses to the Authority.
Settled claims have not exceeded this insurance coverage in any of the past three fiscal years.
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GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
NOTES TO THE BASIC FINANCIAL STATEMENTS (CONTINUED)

Jane 30, 2008

NOTE 4 - Other Notes (Continued)
4c. Economic Dependency

The Greencastle Housing Authority reccives a significant portion of its revenue from funds provided through
Federal grants. The grant amounts are appropriated each year at the Federal level. The amount of the funds
the Authority receives could be reduced significantly and have an adverse impact on its operations.

4d. Contingencies

The Authority is subject to possible examination by Federal and State authorities who determine compliance
with terms, conditions, laws and regulations governing other prants given to the Authority in the current and
prior years. No significant violations of finance-related legal or contractual provisions oceurred.
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GREENCASTLE HOUSING AUTHORITY

Greencastle, Indiana

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS AND
NOTES TO THE SCHEDULE OF FEDERAL AWARDS

Year Ended June 30, 2008

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Fiscal

Year

Federal Grantor

Federal
CFDA No. Expenditures

2008

2008

2008

2008

U.S. Department of HUD

Low Inceme Public Housing

Major - Direct Program

Bousing Choice Vouchers

Low Hhtcome Public Housing
Nonmajor - Direct Program
New Construction

Public and Indian Housing

Nonmajor - Direct Program

Emergency Shelter Program

U.S. Department of Homeland Security

Nonmajor - Direct Program

Emergency Food and Shelter Management Program

Total

NOTES TO THE SCHEDULE OF FEDERAL AWARDS

NOTE 1 - Significant Accounting Policies

14871 $ 714,708.00

14.182 % 132,102.00

14231 § 13,813.00

97.024 § 6,838.94

$ 867,461.94

The schedule of federal awards has been prepared on the accrual basis of accounting,
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Sall_()l’ Certified Public Accountants

Khan & Co. LI.C

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
Greencastle Housing Authority
Greencastle, Indiana

We have audited the basic financial statements of the Greencastle Housing Authority, Indiana, (Authority) as of and for
the year ended June 30, 2008, and have issued our report thereon dated October 9, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards applicable to
financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States.

Internat Control Over Financial Reporting

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

reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in the preceding
paragraph and would not necessarily identify all deficiencies in internal control over financial reporting that might be
significant deficiencies or maferial weaknesses. However, as discussed below, we identified certain deficiencies in
internal control over financial reporting that we consider to be significant deficiencies.

A control deficiency 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 misstatements on a timely basis. A significant
deficiency is a control deficiency, or combination of control deficiencies, that adversely affects the Authority's ability
to initiate, authorize, record, process, or report financial data reliably in accordance with generally accepted accounting
prineiples such that there is more than a remote likelihood that a misstatement of the Authority's financial statements that
is more than inconsequential will not be prevented or detected by the Authority's internal control. We consider the
deficiencies described in the accompanying Schedule of Findings and Questioned Costs to be significant deficiencies

in internal control over financial reporting,

A material weakness is 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

Authority's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the first paragraph
of this section and would not necessarily identify all deficiencies in internal contro] that might be significant deficiencies
and, accordingly, would not necessarily disclose all significant deficiencies that are also considered to be material
weaknesses. However, we believe that none of the significant deficiencies above are material weaknesses.
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Sailor

Khan & Co. LLC

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements, noncompliance with which could have a direct and material effect on the determination of financial statement
amounits. However, providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards and which are described in the

accompanying Schedule of Findings and Questioned Costs.

The Authority's written response to the significant deficiencies identified in our audit has not been subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express no opinion on it.

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

specified parties.

/r:/’f/; (han For.

Sailor, Khan & Co. LLC
October 9, 2008




Sailor Certified Public Accountants

Khan & Co. LLC

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

Board of Commissioners
Greencastle Housing Authority
Greencastle, Indiana

Compliance
We have andited the compliance of the Greencastle Housing Authority, Indiana, {(Authority) with the types of compliance

requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended June 30, 2008. The Authority'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 Authority's management. Our responsibility is to express an opinion
on the Authority's compliance based en our audit.

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

In our opinion, the Authority complied, in all material respects, with the requirements referred to above that are
applicable to each of its major federal programs for the year ended June 30, 2608.

Internal Control Over Compliance
The management of the Authority is responsible for establishing and maintaining effective internal control over

compliance with requirements of laws, regulations, contracts and grants applicable to federal program. In planning and
performing our audit, we considered the Authority's internal control over compliance with the requirements that could
have a direct and material effect on 2 major federal program in order to determine our aunditing procedures for the
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness
of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of the Authority's

internal control over compliance,

A control deficiency in an Authority's internal control over compliance exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their assigned functions, fo prevent or
detect noncompliance with a type of compliance requirement of a federal program on a timely basis. A significant
deficiency is a confrol deficiency, or combination of control deficiencies, that adversely affects the Authority's ability
to administer a federal program such that there is more than a remote likelihood that noncompliance with a type of
compliance requirement of a federal program that is more than inconsequential will not be prevented or detected by the

Authority’s internal control.
-3
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results in more than a
remote likelihood that a material noncompliance with a type of compliance requirement of a federal program will not
be prevented or detected by the Authority's internal control.

Our 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 deficiencies in the Authority's internal control that might be significant
deficiencies or material weaknesses. We did not identify any deficiencies in internal control over compliance that we
considered to be material weaknesses as defined above.

This report is intended for the information and use of the Greencastle Housing Authority, Indiana's management, and
federal awarding agencies and is not intended to be and should not be used by anyone other than these specified parties.

//; hon Fo.

Sailor, Khan & Co, LLC
October 9, 2008




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
SIGNIFICANT DEFICIENCIES COMMUNICATED IN PRIOR YEARS

June 30, 2008

The prior audit report for the year ended June 30, 2007 contained a total of one significant deficiency:

Financial Statement Findings

Finding: Internal Centrol Policy

Status: Partiaily implemented - see current finding #1
Federal Awards Findings

None




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

June 30, 2008

SECTION I- SUMMARY OF AUDITOR RESULTS
Financial Statement:
Type of auditor's report issued: Unqualified

Internal control over financial reporting;

> Material weakness(es) identified? No
4 Significant deficiency (ies) identified that are not
considered to be material weaknesses? Yes
Noncompliance material to financial statements noted? No
Is 2 "going concern" explanatory paragraph included in andit report? No
Federal Awards:

Internal control over major programs:

> Material weakness(es) identified? No
. Significant deficiency (ies) identified that are not

considered to be material weaknesses? 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) on Circular A-1337 No

Identification of major programs:

CFDA
Number(s) Name of Federal Program

14-871 Section 8 Housing Choice Vouchers

Dollar threshold used to distinguish between

type A and type B programs: $300,000

Auditee qualified as low-risk auditec? Yes




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30. 2003

SECTION II - FINANCIAL STATEMENT FINDINGS

The current audit report for the year ended June 30, 2008 disclosed the following Financial Statement audit findings:
1. Internal Control Procedures
Criteria:

To ensure effectiveness of internal control procedures and the reconciliation process, it is necessary to provide
procedures to achieve adequate internal controls and required reconciliation work.

Condition:

During our review of internal controls we were not satisfied with the level of internal control procedures in the
following circumstances.

Written acknowledgment of internal control procedures were not completed by all relevant employees.
r Payroll was not being reconciled quarterly and annually to Federal tax forms.

Questioned Costs:
None.

Effect:

This condition results in the weakening of the internal control system, thereby effecting the integrity of the
financial information and the safeguarding of assets.

Cause:

The Housing Authority staff was unaware of the necessity of the above procedures.

Recommendation;

We recommend the Authority’s management implement the aforementioned internal control procedures and
reconciliation processes to further strengthen their internal control structure.

Management's Response/Action Plan:

The Internal Control Policy has been approved by the Housing Authority’s Board of Commissioners and is
being utilized. Official approval was made at the December 11, 2008Board meeting, The Executive Director,

Debbie Zigler is responsible for implementation of policy.




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTIN UED)

June 30. 2008

SECTION II - FINANCIAL STATEMENT FINDINGS (CONTINUED)

2,

Payroll Deductions
Criteria:

The Housing Authority must take steps necessary to ensure the accuracy and completeness of payroll deduction
accounts.

Condition:

Payroll deductions were not recorded in their relevant general ledger accounts.
Questioned Costs:

None.

Effect:

Liabilities for the Housing Authority appear to be understated.

Cause;
Staff was unaware of how to properly account for payroll deductions.

Recommendation;

We recommend the Housing Authority research the amounts owed as payroll deductions and establish these
amounts as payroll deduction liabilities. Future payroll processing must be recorded with due consideration
of payroll deductions and proper recognition in the relevant liability account.

Management’s Response/Action Plan:

We have conferred with our fee accountant and have made the necessary corrections to recording payroll
deductions. They are now being recorded in the relevant general ledger accounts. The Executive Director,

Debbie Zigler is responsible for immediate implementation. -




GREENCASTLE HOUSING AUTHORITY
Greencastle, Indiana
SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)

June 30, 2008

SECTION HI - FEDERAL AWARD FINDINGS

The current audit report for the year ended June 30, 2008 disclosed no Federal Awards audit findings.






