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Board of Directors

Housing Authority of the City of Fort Wayne
P.O. Box 13489

Fort Wayne, IN 46869-3489

We have reviewed the audit report prepared by CohnReznick, LLP, Independent Public
Accountants, for the period July 1, 2011 to June 30, 2012. In our opinion, the audit report was prepared
in accordance with the guidelines established by the State Board of Accounts. Per the Independent
Public Accountants' opinion, the financial statements included in the report present fairly the financial
condition of the Housing Authority of the City of Fort Wayne, as of June 30, 2012 and the results of its
operations for the period then ended, on the basis of accounting described in the report.

The Independent Public Accountants' report is filed with this letter in our office as a matter of
public record.
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Independent Auditor's Report

To the Board of Commissioners - .
Housing Authority of the City of Ft. Wayne, Ft. Wayne, Indiana

We have audited the accompanying basic financial statements of Housing
Authority of the City of Ft. Wayne (the Authority) as of and for the year ended June 30,
2012, as listed in the index. These financial statements are the responsibility of the
Authority's management. Our responsibility is to express an opinion on these financial
statements based on our audit. We did not audit the financial statements of the
Brooklyn Manor, L.P.; the Authority’s sole discretely presented component unit which
statements reflect total assets and revenues constituting 13 percent and 2 percent,
respectively, of the total reporting entity. Those financial statements were audited by
other auditors whose report thereon has been furnished to us, and our opinion, insofar
as it relates to the amounts included for Brookiyn Manor, L.P. is based on the report of
the othér auditors.

We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and the basic standards applicable to financial
audits contained in Government Auditing Standards, issued by the Comptroller General
of the United States. Those standards require that we plan and perform the audit to
obtain reasonable assurance about whether the financial statements are free of material
misstatement. The financial statements of Brooklyn Manor, L.P. were not audited in
accordance with Government Auditing Standards. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the basic financial
statements. An audit also includes assessing the accounting principles used and”
significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit and the report of the other auditors
provide a reasonable basis for our opinions.

In our opinion, based on our audit and the report of the other auditors, the
financial statements referred to above present fairly, in all material respects, the
financial position of Housing Authority of the City of Ft. Wayne as of June 30, 2012, and
the changes in financial position and cash flows 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 March 19, 2013, on our consideration of the Authority's internal control
over financial reporting and 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 intemnal controf over financial reporting
and compliance and the resulfs of that testing, and not to provide an opinion on the
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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 resulfs of our audit.

The Management's Discussion and Analysis on pages 7 through 13 is not a
required part of the basic financial statements, but is supplementary information
required by accounling principles generally accepied in the United States of America
and the Governmental Accounting Standards Board. We have applied certain limited
procedures that consisted principally of inquiries of management regarding the methods
of measurement and presentation of the supplementary information. However, we did
not audit the information and we express no opinion on it.

Our audit was performed for the purpose of forming an opinion on the financial
statements of Housing Authority of the City of Ft. Wayne as a whole. The accompanying
supplemental information on pages 47 through 58 including the schedule of
expenditures of federal awards as required by U.S. Office of Management and Budget
Circular A-133, “Audits of States, Local Governments, and Non-Profit Organizations,”
and the Financial Data Schedule required by the U.S. Department of Housing and
Urban Development, are presented for purposes of additional analysis and are not a
required part of the basic financial statements. Such information is the responsibility of
management and is derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been
subjected to the auditing procedures applied by us and the other auditors in the audit of
the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records

~ used to prepare the financial statements or to the financial statements therriselves, and

other additional procedures in accordance with auditing standards generally accepted in
the United States of America. In our opinion, based on our audit and the report-of other
auditors, the information is fairly stated in all material respecis in relation to the financial
statements as a whole.

Mﬂ@yy@%ﬁ

Chicago, lllinois
March 19, 2013



Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Management’s Discussion and Analysis



Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Management’s Discussion and Analysis

June 30, 2012

.The management’s discussion and analysis of Housing Authority of the City of FL
Wayne's financial performance provides an overview of the Authority's financial
activities for the fiscal year ended June 30, 2012. Please read it in conjunction with the
financial statements, which begin on page 15.

FINANCIAL HIGHLIGHTS

e The assets of the Authority exceeded its liabiliies at June 30, 2012 by
approximately $21,283,000, a decrease of 1 3% from June 30, 2011. :

s The Authority's unrestricted investments and cash balances at June 30, 2012
were approximately $7,038,000, representing an increase of approximately
. $206,000 or 3%, from June 30, 2011.

« The Authority had total revenue of approximately $19,343,000 including capital
grants revenues of approximately $230,000, and total expenses of approximately
$22.399,000 for the year ended June 30, 2012.

e Net assets decreased by approximately $3,056,000 for the year.

« The Authority’s net capital asset reduction for the year was approximately
. $1,088,000. ‘

USING THIS ANNUAL REPORT

This discussion and analysis is intended to serve as an introduction to the Authority's
basic financial statements. The Authority’s basic financial statements are comprised of
two -components: (1) fund financial statements, and (2) notes to the financial
statements. This report also contains other supplementary information in addition to the
hasic financial statements themselves. The Authority is a special-purpose government
entity engaged only in business-type activities. Accordingly, only fund financial
statements are presented as the basic financial statements.

The financial statements are designed to provide readers with a broad overview of the
Authority’s finances in a manner similar to a private sector business.

The statement of net assets presents information on all of the Authority's assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Authority is improving or deteriorating, or otherwise changing in
a dramatic manner.



Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Management’s Discussion and Analysis - Continued

June 30, 2012

The statement of revenue, expenses and changes in net assets presents information
detailing how the Authority’s net assets changed during the fiscal year. All changes in .
net assets are reported as soon as the underlying event giving rise to the change
occurs, regardiess of the timing of related cash flows. Thus, revenues and expenses are
reported in this statement for some items that will only result in cash flows in future
fiscal periods (e.g., depreciation and earned but unused vacation leave).

The statement of cash flows provides information about the Authority’s cash receipts
and cash payments during the reporting period. The statement reports cash receipts,
cash payments, and net changes in cash resulting from operations, investing, and
capital and related financing activities.

These financial statements report on the functions of the Authority that are principally
supported by intergovernmental revenues. The Authority's function is to provide decent,
safe and sanitary housing to low-income and special needs populations, which is
primarily funded with grant revenue received from the U.S. Department of Housing and
Urban Development (HUD).

SIGNIFICANT PROGRAMS

The Authority has many programs that are consolidated into a single enterprise fund.
The largest programs consist of the following: '

Low-Income Public Housing - Under the Conventional Public Housing Program, the
Authority rents units it owns to low-income families. The Conventional Public Housing
Program is operated under an Annual Contribution Contract (ACC) with HUD, and HUD
provides an Operating Subsidy to enable the Authority to provide housing at a rent that
is based upon 30% of adjusted gross household income.

Capital Fund Program (CFP) - Thé Conventional Public Housing Program also includes
the” CFP, which is the primary funding source for physical and management
improvements to the Authority's properties and operations. CFP funding is based on a
formiuia aliocation that takes into consideration the size and age of the Authority's
housing stock.

American Reinvestment and Recovery Act (ARRA) - The Conventional Public Housing
Program also includes the ARRA, which are funds granted to promote economic
recovery and stabilize state and local government budgets. The primary use for these
funds by the Authority is a funding source for physical and management improvements
to the Authority’'s properties and operations.




Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Management’s Discussion and Analysis - Continued

June 30, 2012

Housing Choice Vouchers - The housing choice voucher program is the federal
government’s major program for assisting very low-income families, the elderly, and the
disabled to afford decent, safe and sanitary housing in the private market. Housing
Choice Vouchers are administered locally by Public Housing Authorities (PHAs). The
PHAs receive funds from HUD to administer the voucher program. A housing subsidy is
paid to the landlord directly by the PHA on behalf of the participating family. The family
then pays the difference between the actual rent charged by the landiord and the
amount subsidized by the program.

FINANCIAL ANALYSIS

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. The Authority, like other
state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. The Authority has only one fund
type, namely an enterprise fund which is a proprietary fund type. The financial
statements can be found on pages 15 through 19 of this report.

Notes to the Financial Statements

Notes provide additional information essential to a full understanding of the data
provided in the financial statements. Notes fo the financial statements can be found on
pages 20 through 35 of this report.



Housing Authority of the City of Ft. Wayne

Ft. Wayne, Indiana

Management’s Discussion and Analysis - Continued

June 30, 2012

Statements of Net Assets

The following table represents the condensed Statements of Net Assels as of June 30,

2012 and 2011:

2012 2011
Current assets $ 7,405,000 $ 7,195,000
Resftricted assets 2,200,000 4 318,000
Capital assets 15,198,000 16,286,000
Noncurrent assets 127,000 142,000
Total assets $24,930,000 $27,941,000
Current liabilities $ 647000 $§ 549,000
Long-term liabilities 3,000,000 3,054,000
Total Iiébiiities 3,647,000 3,603,000
Net assets:
Invested in capital assets, net of related debt 12,348,000 13,282,000
Restricted net assets 1,889,000 4,023,000
Unrestricted net assets (deficit) 7,046,000 _ 7,033,000
Total net assets 21,283,000 24,338,000
Total liabilities and net assets $ 24,930,000 _$ 27,941,000

{Rounded fo nearest $1,000)

As noted earlier, net assets may serve over time as a useful indicator of a government’s
financial position. In the case of the "Authority, assets exceeded liabilites by
approximately $21,283,000 at June 30, 2012 and $24,338,000 at June 30, 2011,

The majority of the Authority's net assets are invested in capital assets (e.g., buildings,
machinery and equipment). The Authority uses these capital assels to provide housing
services to residents; consequently, these assets are not available for future spending.
The unrestricted net assets of the Authority are available for future use to provide
program services.

-10 -



~ Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Management’s Discussion and Analysis - Continued

June 30, 2012

The $2,381,518 classified as “unrestricted” cash and cash equivalents on the balance

sheet is maintained to address two operating concerns:

1) Cash flow to fund regular operations
-2) Cash flows in the event HUD does not fund a grant payment

As such although the funds are technically classified as “unrestricted” these fund

balances are necessary to maintain a stabie operation.

Statements of Revenues, Expénses, ‘and Changes in Net Assets

The following table reflects the condensed Statements of Revenues, Expenses and
Changes in Net Assets for the year ended June 30, 2012 and 2011:

(Rounded to nearest $1,000)

2012 2011
Net tenant rental revenue $ 1,358,000 $ 1,241,000
HUD operating grants 17,622,000 19,194,000
HUD capital grants - 230,000 2,209,000
Other revenue (expenses) - _ 133,000 1,226,000
Total Revenue - 19,343,000 23,870,000
Operating expenses 20864000 20,493,000
Depreciation - 1,535,000 1,345,000
Total Expenses | 22,399,000 21,838,000
Net Increase (Decrease) in Net Assets - {3,056,000) 2,032,000
Net Assets, beginning of year - 24338000 22,279,000
Prior Period Adjustment - 27,000
Net Assets, beginning of year 24,338,000 22,306,000
$ 24,338,000

Net Assets, end of year $ 21,282,000

-11 -



Housing Authority of the City of Ft. Wayne
Ft. Wayne, indiana

Management’s Discussion and Analysis - Continued

June 30, 2012

The net assets of the Authority decreased by approximately $3,055,000 during the year
ended June 30, 2012 and increased by approximately $2.279,000 during the year
ended June 30, 2011. The Authority’s revenues are largely governmental revenues
received from cost reimbursement grants. The Authority draws down monies from the
grants’ for allowable program expenses, except for non-cash transactions, such as
depreciation expense and changes in' compensated absences. The Authority’s
governmental revenues and charges for services were sufficient to cover all expenses
incurred during the year.

CAPITAL ASSETS

As of June 30, 2012 and 2011,. the Authority's investment in capital assets for its
business-type activiies was approximately $15,198,000 and $16,286,000 (net of
accumulated depreciation), respectively, as reflected in the following schedule:

(Rounded to nearést $1,000)

2012 2011

Land _ $ 1,657,000 $ 1,657,000
Buildings 32,893,000 31,220,000
Furniture, equipment and machinery 2,035,000 1,934,000
Leasehold improvements 13,855,000 13,824,000
Construction in progress . 678,000 2,036,000
Accumulated depreciation ‘ (35,920,000) _ (34,385,000)

Total ’ | $15.198.000 $ 16,286.000

Major capital asset purchases during the year ended June 30, 2012 and 2011 include
dwelling structure improvements and dwelling equipment..

Additional information on the Authority’s'capital assets can be found in note 8 on page
31 of this report.

BONDS PAYABLE

The Authority has one loan recorded on the books in the form of bonds totaling
$2 850,000 as of June 30, 2012 for the construction of some of the Public Housing
sites. '

4
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Management’s Discussion and Analysis - Continued

June 30, 2012

ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Authority is primarily dependent upon HUD for the funding of operations; therefore,
the Authority is affected more by the Federal budget than by local economic conditions.
The budgets for 2012-2013 have already been approved by HUD.

CONTACTING THE AUTHORITY’S FINANCIAL MANAGEMENT

This financial report is designed to provide a general overview of the Authority’s
finances for all those with an interest. Questions conceming any of the information
provided in this report or requests for additional financial information should be
addressed to Carolyn Nichter, Fiscal Services Director, Housing Authority of the City of
Ft. Wayne, 2025 S. Anthony Blvd, Ft. Wayne, IN 46803 or call (260) 267-9300.

-13-
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Basic Financial Statements



Current assets

Cash and cash equivalents - unrestricted $

Investments - unrestricted

Accounts receivable - tenants {net of allowance)
Accounts receivable - HUD

Accounts receivable - other

Inventories (net of allowance}

Prepaid expenses and other assets

Total current assets

Restricted assets

Cash and cash equivalents - restricte

. Ilnvestments - restricted
Tenant security deposits

Total restricted assets

Capitat assets
Land

Buildings and leasehold improvements
Fumiture, equipment and machinery

Construction in progress

Accumulated depreciation
Total capital assets

Noncurrent assets
Other assets

Total noncurrent asseis

- Total assets

Housing Autherity of the City of Ft. Wayne
Ft. Wayne, Indiana -

Statement of Net Assets

June 30, 2012

Primary

Total Reporting
Government Component Unit Entity
2,381,518 $ 49,669 $ 2431187
4,656,905 - 4,656,905
41,121 4,273 45,394
46,439 - 46,432
33,474 - 33,474
. 76,672 - 76,672
169,284 152,229 321,513
7,405,413 206,171 7,611,584
‘ 1,886,160 - 1,886,160
238,475 - 238,475
75,400 - 14,571 89,971
2,200,035 14,571 2,214,606
1,657,002 183,000 1,840,092
46,748,454 3,900,879 50,649,333
2,034,658 135,928 2,170,586
678,343 - 578,343
51,118,547 4,219,807 55,338,354
(35,920,686) (703,660) (36,624,346}
15,197,861 3,516,147 18,714,008
127,320 = 127,320
127,320 - 127,320
$ 24,930,629 $ 3,736,889 $ 28667518

{continued)
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Statement of Net Assets - Continued

June‘30, 2012 .

Current liabilities
Accounis payabte
Accounts payabie - other
Bank overdraft
Acerued interést payable
Accrued wages and payroll taxes payable
Accrued real estate tax
Tenant security deposits
Accrued compensated absences - current
Deferred revenue
Other post-employment benefits liability - current
Other current liabilities
Mortgages and other notes payable - current

Total current liabilities
Long-term liabilities

Mortgages and other notes payable - noncurrent
Other non curent liabilities

Accrued compensated absences - norcurrent portion

Family self-sufficiency liability
Total long-term liabilities
Total liabilities
Net assets
Invested in capital assets, net of related debt
Restricted net assets
Unrestricted net assets {deficit)

Total net assets

Total liabilities and net assets

Primary Total Reporting
Government Component Unit Entity

3 33,178 % 1,360 § 34,538

- 64,160 64,160

149,346 - 149,346

oo 2,179 2,179

87,063 - 87,063

- 42231 42 231

75,950 10,420 86,370

30,234 - 30,234

16,538 2,372 18,810

42 334 - 42,334

48,365 2,859 51,214

165,000 13,342 178,342

_647,998 138,923 786,921

2,685,000 1,042,926 3,727,926

- 82,466 82,466

79,544 - 79,544

235,760 - 235,760

3,000,304 1,125,302 4,125,696

4,648,302 1,264,315 4912617

12,347,861 2,459,879 14,807,740

1,888,814 - 1,888,814

7,045,652 12,695 7,058,347

21-',282,327 2,472,574 23,754,901

$ 24930629 § 3736880 § 28667,518

See notes to financial statements
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana
Statement of Revenue, Expenses
and Changes in Net Assets
Year ended June 30, 2012 '
Total
; Primary Component Reporting
- Government Unit Entity
Fl Operating revenue .
Net tenant rental revenue $ 1357631 $ 295558 § 1,653,189
HUD operating grants 17,621,662 e 17,621,662
Other revenue 260,785 4,935 265,720
Total gperating revenue 19,240,078 300,493 19,540,571
Operating expenses .
Administrative 2,237,049 54,794 2,291,843
Tenant services 176,217 - 176,217
Utilities : 557,043 19,131 576,174
Ordinary maintenance and operations 1,317,297 32,759 1,350,056
Protective services 175,352 - 175,352
General _ 181,583 - 181,583
Insurance 114,765 54,563 169,328
Housing assistance payments 16,021,059 - 16,021,059
Bad debt : 82,778 - 82,778
Depreciation 1,534,506 111,703 1,648,208
Total operating expenses 22,397,648 272,950 22,670,598
Operating income (loss) ' {3,157,570) 27,543 {3,130,027)
Non-operating revenue (expenses) ' ' '
Interest expense {137,592) {72,500) (210,092)
Other revenue {expenses) - {3,000) (3,000)
Investment revenue 10,216 - 10,216
Totai non-operating revenue {expenses} ) (127,376) (75,500} {202 ,876)
Laoss before capital grants (3,284,_946) (47,957) (3,332,903)
HUD capital grants 229,572 - 229,572 .
Change in net assets (3,055,374) {47,957) (3,103,331)
Net assets - heginning 24,337,701 2,520,531 26,858,232
Net assets - ending $ 21282327 $ 2472574 F 23,754,901

See noles to financial statements

-17 -



Housing Authority of the City of Ft. Wayne

Ft. Wayne, Indiana
Statement of Cash Flows

Year ended June 30, 2012

Cash flows from operating activities
Dwelling rent receipts
QOperating subsidy and grant receipts
Cther revenue receipts
Total feceipts
Payménts to vendors
Payments to employees
Housing assistance payments
Total disbursements
Net cash used in operating activities
Cash flows from investing aclivities
Invesiment income
Decrease in invastments
Net cash provided by investing activities
Cash flows from capital and related financing activities
Capital grants receipts
Capitat asset purchases
Repayments pf long-term borrcwings

Interest payments

Net cash used in capital and related financing activilies

NET DECREASE IN CASH AND CASH EQUIVALENTS
Cash and cash equivalents, beginning

Cash and cash equivalents, ending

Cash and cash eguivalents - unrestricted

Cash and cash equivalents - restricted

{continued)

18-

Primary

Govemnment

$ 1,322,332
17,617,591
296,305

18,236,228

(2,767,020)
(1,874,952)

- {18,021,059)

(20,663,031)

{1,426 803)

10,216
(9.675)

15,541

229,572
{447,088)
{155,000)
{137,592)

(510,108)

(1,921,368)
6,264,446

8 4343078

$ 2,381,618
1,961,560

$ 4,343,678



Housing Authority of the City of Ft. Wayne
Ft. Wayne, indiana

Statement of Cash Flows - Continued

Year ended June 30, 2012

Reconciliation of operating loss to nel
cash used in operating activities
Cperating loss
Adjustments to reconcile operating loss to net
cash usad in operating activities
Depreciation
Changes in asset and liability accounts
{Increase) decrease in assets
Accounts receivable - HUD
* Accounts receivabie - tenants
Accounts receivable - other
Inventories
Prepaid expenses and other assets
Increase (decrease} in liabilities
Accounts payable
Accounts payable - other government agencies
Accrued wages and payroll taxes payable
Tenaht security deposits
Accrued compensated absences
Deferred revenue
Other current liabilities
Accrued other post-employment benefits liability
Family self-sufficiency liability, net

Total adjustments

Net cash used in operating activities

See notes to financial statements
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Govemment

S (45180
1,534,505

(46,439)
8,485
34,829
(24,024)

" 25,571

107,596
(4,071)
10,120

3,015
15,625
1,840
34,024
404
31,467

1,730,767

5 (1.426.808)




Housing Authority of the City of Ft. Wayne
Ft. Wayne, indiana

Notes to Financial Statements

June 30, 2012

Note 1 - Organization and Summary of Significant Accounting Policies

Organization

Housing Authority of the City of Ft. Wayne (the Authority} was established by the
City of Ft. Wayne pursuant to laws of the State of Indiana to transact business and
to have powers as defined therein. The Authority was established to provide low-
rent housing for qualified individuals in accordance with the rules and regulations
prescribed by the Department of Housing and Urban Development (HUD) and other
applicable Federal Agencies. '

Reporting Entity

GASB Statement No. 14, “The Financial Reporting Entity,” and GASB Statement No.
39, “Determining Whether Certain Organizations are Comporient Units,” established
criteria for determining the governmental reporting entity and component units thai
should be included within the reporting entity. Under the provisions of these
Statements, the Authority is considered a primary government, since it is a special
purpose government that has a separate governing body, is legally separate, and is
fiscally independent of other state or local governments. '

The Authority is governed by a Board of Commissioners appointed by the office of
the Mayor, and has governance responsibiliies over all activities related to all
housing activities within the City. The Board of Commissioners has decision making
authority and the power to designate management. The members do not serve at
the discretion of the Mayor, meaning they can only be removed for cause. The
Authority’s Board elécts its own chairperson.

The Authority has included as a discretely presented component unit the activity for

Brookiyn Manor, L.P. This entity is shown as a discretely presented component unit
. because the Authority is financially accountable for it but they do not have any

ownership over the entity. Housing Opportunities Program, Inc. serves as one of the

developers for the project. The Authority serves at the property manager for the
- project.

The Authority has included as a blended component unit the activity for Housing
Opportunities Program, Inc. (HOP), A Non-Profit Development Corporation whose
mission is to promote home ownership among participants. This entity is shown as
a blended component unit because the authority owns 100% of HOP.

-20 -



Housing Authority of the City of Fi. Wayne
Ft. Wayne, Indiana

Notes to Financial Statements - Continued

June 30,2012

Programs Administered by the Authority

The Authority administers annual contribution contracts to provide low-income
housing with primary financial support from HUD. Significant programs administered
by the Authority are as follows: -

Low Rent Public Housing - The Authority owns, operates, and maintains 743 units of
Public Housing in four properties throughout the City of Ft. Wayne. Under the Low
Rent Housing Assistance Program, low-income tenants pay monthly rent, which are
determined by their need for assistance. Revenues consist primarily of rents and
other fees collected from tenants and an Operating Subsidy from HUD.

Housing Choice Voucher Program (HCVP) - Section 8 of the Housing and
Community. Development Act of 1974 provides Housing Assistance Payments on
behalf of lower-income families to participating housing owners. Under this program,
the landlord-tenant relationship is between a housing owner and a family rather than
the Authority and a family as in the Public Housing program. HUD contracts with the
Authority to enter into contracts with owners to either make assistance payments or
to pay the difference between the approved contract rent and the actual rent paid by
the lower-income families. Housing Assistance Payments made to landiords and
some participants are funded through Annual Contributions Contracts, as well as the
administrative cost of managing the program up to a per unit limit established in the
contracts. As of June 30, 2012, the Authority administered 2,989 tenant based
vouchers authorized by Section 8. '

Capital Fund Programs (CFP) - Funds from the Capital Fund Program provided by
HUD are used to maintain and improve the Public Housing portfolio. Substantialfy all
additions to land, structures, and equipment for these properties are accomplished

by using capital grant funds.

American Reinvestment and Recovery Act (ARRA) - The Low Rent Housing
Assistance Program also includes the ARRA, which are funds granted to promote
economic recovery and stabilize state and local government budgets. The primary
use for these funds by the Authority is a funding source for physical and
management improvements to the Authority’s Public Housing portfolio.

Basis of Presentations and Accounting

In accordance with uniform financial reporting standards for HUD housing programs,
the financial statements are prepared in accordance with accounting principles
generally accepted in the United States of America (GAAP). The Governmental
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June 30, 2012

Accounting Standards Board (GASB) is the accepted standard setling body for
establishing governmental accounting and financial reporting principles.

The Authority reports under the proprietary fund type (enterprise fund), which uses .
the accrual basis of accounting. The enterprise fund emphasizes the flow of
economic resources as a measurement focus. In this fund, revenues are recorded
-when earned and expenses are recorded at the time the liabilities are incurred.
Pursuant to the election option made available by GASB Statement No. 20,
“Accounting and Financial Reporting for Proprietary Funds and Other Governmental
Entities That Use Proprietary Fund Accounting,” pronouncements of the Financial
Accounting Standards Board (FASB) issued after November 30, 1989 are applied in
the preparation of the financial stglements.

The enterprise method is used to account for those operations that are financed and
operated in a manner similar to private business, or where the Board has decided
that the determination of revenues earned, costs incurred, and/or net income
necessary for management accountability is appropriate. The intent of the governing -
body is that the costs (expenses including depreciation) of providing services to the
general public on a continuing basis be financed or recovered primarily through
funding from HUD and charges to residents for rent and other fees. :

All of the Authority’s programs are accounted for as one business-type ‘activity
reported in a single enterprise fund.

Budgets

The Authority is required by its HUD Annual Contributions Contracts to adopt annual
budgets for the Low-Rent Public Housing Program and the Housing Assistance
Program. Annual budgets are not required for Capital Fund as their budgets are
approved for the length of the project. Annual, project and grant length budgets
require grantor approval. : _

Appropriations are authorized at the function level. Management may transfer
budget authorization between functions. All appropriations which are not used lapse
at year end. Budgeted amounts are as originally adopted or as amended by the
Board.

Cash, Cash Equivalents and Investments

Cash and cash equivalents include amounts in demand deposits, interest-bearing
demand deposits, time deposits, and other investments with original maturities of 80
days or less. I is the Authority’s policy for deposits to be secured by collateral
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June 30,2012

valued at market or par, whichever is lower, less the amount of the Federal Deposit
Insurance Corporation (FDIC) insurance. Investments consist of certificates of
deposits. Investments are stated at cost which approximates their fair value due to
the short-term and highly liquid nature of the Authority’s investments. Investments
are secured by and up to the amount of FDIC insurance.

Accounts Receivable and Bad Debts

Accounts receivable aré reported net of an allowance for doubtful accounts.
Management's estimate of the allowance is based on historical collection experience
and a review of the current status of accounts receivable. It is reasonably possible
that management's estimate of the allowance will change.

Inter-Program Receivables and Payables

Inter-program receivables/payables are all classified as either current assets or
current liabilities, and are the result of the use of the Public Housing Program as the
common paymaster for shared costs of the Authority. Cash seltlements are made
periodically, and all inter-program balances are reconciled. These inter-program
receivables and payables have been eliminated in the preparation of the basic
financial statements. The detail by program can be found in the Financial Data
Schedule Summaries included in the supplemental information to this report.

Prepaid items

Payments made to vendors for services that will benefit periods beyond the fiscal
year end are recorded as prepaid items.

Operating Revenue and Expenses

Operating revenue and expenses consist of revenue earned and expenses incurred
as a result of the principal operations of the Authority. Operating revenue results
from exchange transactions associated with providing housing and related services,
and federal operating subsidies and housing assistance payments that are directly
related to the Authority's mission. This revenue is recognized as eamned under the
respective Annual Contributions Contracts executed with HUD. Non-operating
revenue includes capital and noncapital federal grants, interest revenue, and other
revenue not meeting the definition of operating. Operating expenses consist of all
expenses incurred to provide housing services. '
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June 30, 2012

Restricted Assets

Certain assets may be classified as restricted assets on the balance sheet because
their use is restricted for family self-sufficiency, modernization and development, or
for resident participation. - '

Restricted Net Assets

Net assets are reported as restricted when constraints placed on net asset use are
either: Externally imposed by creditors (such as debt covenants), grantors,
contributors, or laws or regulations: of other governments, imposed by law through
constitutional provisions or enabling legislation.

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities
and disclosure of contingent assets and liabilities at the date of the financial
statements, and reported amounts of revenue and expenses during the reporting
period. Actual results could differ from those estimates. The most significant
estimates relate to allowance for uncollectible accounts receivable, inventory
obsolescence, the liability for post employment benefits and depreciation. These
estimates may be adjusted as more current information becomes available and any
adjustment could be significant. ‘

Capital Assets

All purchased capital assets are valued at cost when historical records are available.
When no historical records are available, capital assets are valued at estimated
historical cost. Land vaiues were derived from deveiopment cioseout docuimentation.
Donated capital assets are recorded at their fair value at the time they are received.
All normal expenditures of preparing an asset for use are capitalized when they
meet or exceed the capitalization threshold.

The cost of buildings and improvements are depreciated over the estimated useful
lives of the related assets using the straight-line method. The cost of equipment is
depreciated over the estimated useful lives of the related assets using the straight-
liné method. Depreciation commences on modernization and development additions
in the year of completion. The useful lives of buildings and equipment for purposes
of computing depreciation are as follows:
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Buildings 40 years
Building improvements 7 - 40 years
Furniture, equipment and machinery 3 - 10 years

Maintenance and repairs expenditures are charged to operations when incurred.
Betterments in excess of $500 are capitalized. When land, buildings and equipment
are sold or otherwise disposed of, the asset account and related accumulated
depreciation account are relieved, and any gain or loss is included in operations.

" Impairment of Long-Lived Assets

The Authority accounts for impairments in accordance with GASB No. 42,
Accounting and Financial Reporting for Impairment of Capital Assets and for
Insurance Recoveries. Under provisions of the statement, prominent events or
changes in circumstances affecting capital assets are required to be evaluated to
determine whether impairment of a capital asset is required to be evaluated to
determine whether impairment of a capital asset has occurred. Impaired capital
assets that will no longer be used should be reported at the lower of carrying value
or fair value. Impairment of capital assets with physical damage generally should be
measured Using the restoration cost approach, which uses the estimated cost to
restore the capital asset to identify the portion of the historical costs of the capital
asset that should be written off. No such impairment loss was incurred during the
year ended June 30, 2012. ]

Compensated Abseneces

Compensated absences are those absences for which employees wilt be paid, such
as vacation, computed in accordance with GASB No. 16. A liability for compensated
absences that is attributable to services already rendered and that are not
contingent on a specific event that is outside of the control of the Authority and its
employees are accounted for in the period in which such services are rendered or in
which such events take place. The liability for accrued but unused annual leave as of
June 30, 2012 is reported on the balance sheet, of which, $30,234 is considered
current and $79,544 is considered noncurrent.

Income Taxes

Income received or generated by the Autharity is not subject to federal income tax,
pursuant to Internal Revenue Code Section 115. The Authority is exempt from state
and local property taxes. Interest paid on obligations issued by the Authority is
excludable from the gross income of the recipients, pursuant to Section 103(a) of the
Internal Revenue Code of 1986, as amended. Contributions to the Authority are tax
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deductible contributions, pursuant to Sections 170(b)(1)}A)v) and 170(c)1) of the
Internal Revenue Code of 1986, as amended.

Note 2 - Deposits and Investments
Risks

Concentration of credit risk is the risk of loss that may occur due to the amount of
investments in a single issuer (not including investments issued or guaranteed by
the U.S. government, investments in a mutual fund, or external investment pools).

Credit risk of investments is the risk that an issuer or other counterparty will not meet
its obligations. This credit risk is measured by the credit quality rating of investments
in debt securities, as described by a national statistical rating organization such as
Standard & Poors (S&P). The Authority's policy provides that investments in
corporate bonds and other fixed income securities must have a rating of A or better.

Interest rate risk is the risk that changes in interest rates will adversely affect the fair
value of an investment. The Authority’s policy is to select investments of varied
maturities to mitigate this risk.
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The following charts show the Authority’s exposure to these risks:

S&P N/A or less ' More than
credit rating than 1 year 1-5 years 10 years Total
Money market accounts nfa $ 3,783,850 $ . - 8 - § 3,783,850
Ceriificates of deposit - n/a 1,111,530 - = 1,111,530
Total investments $ 4895380 § - % - $ 4895380
2 Balance
- - reported on the Balance : FDIC
' authority’s deposited with _ Uninsured
: financial " the financial FDIC amount {Fully
statements institutions insurance Collateralized)
Bank deposits $ 4,343,078 $ 4,207,953 $ 968,257 $ 3,239,696
Certificates of deposits
and maney market accounts ___ 4,895,380 - 4,895,427 750,000 4,145,427
Total 3 9,238,458 $ 9,103,380 $ 1,718,257 $ 7,385,123
Cash, cash equivalents, and investments are reported on the statement of net

assets as follows:

Cash and cash equivalents - unrestricted $ 2,381,518

Cash and cash equivalents - restricted 1,886,160
Security deposits 75,400
Totai cash .and cash equivalents 4,343,078
investments - unrestricted 4 656,905
Investments - restricted 238,475
Total investments 4,895,38_0
Total ‘ $ 9,238,458

-7 -



Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana '

Notes to Financial Statements - Continued

June 30, 2012

Note 3 - Accounts Receivable

Accounts receivable as of June 30, 2012 consisted of the following:

Dwelling rents | ' $ 41,950
Allowance for doubtful accounts (829)
Net tenant receivables ' - 41,121
HUD (see note 4 for detail) 46,439

Other ,
Miscellaneous receivables 26,895
Fraud recovery 402,748
Allowance for doubtful accounts (396,200)
Net other receivables 33,443

Interest receivable -

$ 121,003

The allowances for doubtful accounts are estimates of the amounts owed by
. residents and other nonprofits that the Authority expects to become uncollectible.
The estimate was based on an analysis of the actual past collection losses and the
amount owed by vacated tenants.

Mote 4 - Due from/to U.S. Department of Housing and Urban De\;elopment

Accounts receivable from HUD represents program draws submitted to HUD for
expenditures prior to year end June 30, 2012 for which reimbursement had not yet
been received.

Amounts due from HUD as of June 30, 2012 were as follows:

Capital Fund Program ' % 46,439

-28-



Housing Authority of the City of Fi. Wayne
Ft. Wayne, Indiana

Notes to Financial Statements - Continued

June 30, 2012

Note 5 - Restricted Assets

Restricted cash and investments as of June 30, 2012 consisted of the following:

Family self-sufficiency program $ 238,475
HCV restricted cash : 1,886,160
Tenant security deposits 75,400

$ 2,200,035

The Family Self-Sufficiency Program (FSS) is a program that both HUD and the
State of Indiana developed to promote economical independence for residents living
in assisted housing. The Authority holds the escrow in an interest bearing account
and funds are restricted to certain uses described in the FSS program.

Note 6 — Defined Benefit/Defined Contribution Plan

The Authority provides benefits for all of its full-time employees through the Public
Employee’s Retirement Fund (PERF) of Indiana, an agent multiple-employer
pension plan administered by the State of Indiana Public Retirement System (IPRS)
under the -guidelines of GASB Statement No. 5, “Disclosure of Pension Information
by Public Employee Retirement Systems and State and Local Governmental
Employers”. PERF was established to provide retirement, disability, and survivor
henefits to full-ime employees of the state and to full-ime employees of those
political subdivisions that elect to participate in the PERF. PERF acts as an agent for
all participating governmental units. [PRS issues a publicly available financial report
that includes financial statements and required supplementary information. That
report may be obtained online at www.in.gov.

Employees become vested in PERF after 10 years of membership acquired through
service in a governmental unit in Indiana that participates in PERF. Vested
employees are eligible to retire with 44% of full benefits at age 50 with 15 years of
service, adjusted on a prorated basis up to age 60 at 5/12 of a percent per morith for
retirement prior to age 60, or with full benefits for retirement at age 65. :

The Authority has elected to contribute an employer portion of 6-6.5% of each
employee’s eligible compensation, which is paid into an annuity savings account
(defined benefit plan). The required employee portion of 3% is paid into a defined
contribution plan. The Authorily also pays the employee portion. The portion that is
contributed to the defined benefit plan belongs to the member and not the state or
the Authority. The benefit payment obligation is transferred in total from the Housing
Authority to PERF on a quarterly basis. '
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Fiscal Year Annual Pension Pencentage of Net Pension
Ending Cost (APC) APC Contributed Obligation
6/30/2012 $ 172,450 100% $0
6/30/2011 166,627 100% 0
6/30/2010 161,207 100% 0 .

For June 30, 2012, the Authority’s annual pension cost of $172,450 for PERF was
equal to the Authority’s required and actuai contributions. The required contribution
was determined as part of the June 30, 2011 actuarial valuation using the entry age
actuarial cost method. The actuarial assumptions included (a) 7% investment rate of
return (net of administrative expenses), (b) 7% interest on member ASA balances,
(c) projected salary increases ranging from 3.25% to 4.5% per year, and (d) 1%
cost-of-living adjustments. Each of (a}, (b) and (c) included an inflation component of
3%. The actuarial value of the Authority's contributions was determined using
techniques that smooth the effecls of short-term volatility in the market value of

investments over a 4-year period.

For the fiscal year ended June 30, 2012, actual contributions by the Authority and
plan participants were $112,164 and 856,094, respectively. Total annual payroff
expense was $1,900,143.

Note 7 — Other Current and Long-term Liabilities

Other current and long-term liabilities as of June 30, 2012 consisted of the following:

Other Current Liabilities

Accrued tenant services - HRPI ) $ - 4,893
Accrued retainage 42 876
Accrued prepaid legal expenses 30
Tenant refunds 556

$ 48,355

Other Long-term Liabilities
Family self-sufficiency escrow liability $ 235,760
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“The Authority has accrued liabilities in the form of tenant servic'es, retainage, legal
expenses, and tenant refunds. As of June 30, 2012, the total amount of other

current liabilities was $48,355 and is disclosed in other current liabilittes on the
statement of net assets. )

The Family Self-Sufficiency Program (FS$S) is a program HUD developed fo promote
economic independence for residents living in assisted housing. The liability
recorded is contingent upon compliance with the program and as of June 30, 2012,
the fliability is $235,760 and is disclosed in other non-current liabilities on the
statement of net assets. '

Note 8 - Capital Assets

The following is a 3ummary of changes in capital assets dUring the fiscal year ended

June 30, 2012.
Primary Government
Balance Transfers, Balance
June 30, reclassifications and June 30,
2011 Additions deletions 2012
Non-depreciable: -
Land $ 1,657,092 ¥ - $ - $ 1,657,092
Construction in_progress 2,035,717 334,615 {1,691,989) 678,343
Depreciable:
Buildings and leasehold
improvements 45,044,937 30,819 1,672,828 46,748,454
Furn#ture, equipment
and machinery 1,034,406 &1,652 18,600 2,034,658
50,672,152 447,086 (691) 51,118,647
Accurnulated depreciation (34,386,181) {1,534,505) - {35,920,6886)
Total capital assels $ 16,285,571 5 (1,087.419) 5 . {691) $ 15,197,861
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Component Unif
t Balance Transfers, Balance
R | December 31, reclassifications and December 31,
“a 2040 Additions deletions 2011
Non-depreciable: :
Land $ 183,000 $ - $ - $ 183,000
Depreciable: _
Buildings and ieasehold
improvements 3,900,879 - - 3,900,579
Furniture, equipment N
and machinery 135,928 - - . 135,928
4,219,807 - 4,219,807
Accurnulated depreciation (592,404} {111,256} - {703,660}
Totat capital assets 5 3,627,403 §  (111.256) & - $ 3,516,147

Note 9 - Developer Fee Receivable
Primary Government - Developer Fee Receivable

Housing Opportunities Program is the developer for Brooklyn Manor, L.P. and has
earned a developer fee in the amount of $561,993. As of June 30, 2012, the
outstanding amount of the developer fee was $43,806 and is included in prepaid
expenses and other assets.

Note 10 - Long-Term Debt

Primary Government

A loan in the form of bands payable are due to Wells Fargo Bank Minnesota, N.A.
for the construction of properties owned by the Authority, bears interest at a rate of
4.70% per annum, with a maturity date of September 1, 2024. Monthly payments of
principal and interest shall be in an amount calculated to amortize the oufstanding
principal balance in equal monthly installments of principal and interest over a 21-
year period. The note is secured by a deed of trust on the property. As of June 30,
2012, the outstanding portion of the note was $2,850,000.

Component Unit

Brooklyn Manor, L.P. holds a mortgage note with Americana Bank and Trust in the
amount of $1,100,000. The note bears interest at 6.75% annually and the note
matures on March 23, 2023. Principal and interest payments of $7,135 began April
24,2008. The note is secured by certain real estate. As of December 31, 2011, the
outstanding portion of the note was $1,056,268.
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Aggregate mathrities of long-term debt for the primary government for principal and
interest payments due in each of the following years are as follows:

Primary Govermment

Due Fiscal Year Ending Principal. Interest Total
June 30, 2013 $ 165,000 $ 130,073 $ 295,073
2014 - 170,000 122,200 292,200
2015 180,000 113,975 293,975
2016 190,000 105,280 295,280
2017 200,000 96,115 296,115
Thereafter 1,945,000 346,625 2,291,625
Total $ 2850000 3 914,268 $ 3,764,268
Camponent Unit
Due Fiscal Year Ending . Principal Interest Total
December 31, 2012 ' $ 13,342 $ 70,524 $ 83,866
2013 14,289 69,473 83,762
2014 15,304 68,349 83,653
2015 16,391 67,146 83,537
2016 17,555 65,860 83,415
Thereafter 979,387 653,601 1,632,888 _
Total $ 1,056,268 $ 994,953 $ 2,051,221

The 'following is a summary of changes in long-term obligations for the pﬁmary

government:
Balance Balance
June 30, Proceeds Paymentis June 30,
2011 2011-2012 2011-2012 2012
Revenue Bonds - $ 3,005,000 & - $ {155,000} § 2,850,000

Note 11 - Risk Management

The Authority is exposed to various risks of losses related to torts; theft of, damage
to, and destruction of assets; errors and omissions; injuries to employees; and
natural disasters. The Authority has mitigated this risk by obtaining insurance
coverage from commercial insurance companies. Premiums paid for insurance
coverage are recorded as expenses over the coverage period. Insurance coverage
provided includes property and casualty, general liability, fidelity bond and
workmen's compensation. .
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Note 12 - Economic Dependency

The Authority received approximately 90% of its revenue from HUD during the fiscal
year. If the amount of revenue received from HUD falls below critical levels, the
Authority’s operating results could be adversely affected.

Note 13 - Contingencies
Legal

The Authority is involved in various litigation proceedings arising in the ordinary
course of business. In the opinion of management, the ultimate disposition of these
matters will not have a material adverse effect on the Authority’s financial position,
resulis of operations or liquidity.

Examinations

The Authority is subject to possible examinations made by Federal regulators who
determine compliance with terms, conditions, laws and regulations governing other
grants given to the Authority in the current and prior years. There were no such
exarminations for the year ended June 30, 2012. :

Note 14 - Annual Contributions Contract
Annual Contributions Contracts

Pursuant to the Annual Contributions Confract (P-159), HUD contributes an

operating subsidy approved in the operating budget. Operating subsidy contributions

for the year ended June 30, 2012 were $1,378,286 for the Authority’'s managed Low-
" Rent Public Housing Program. )

Housing Choice Voucher Program Annual Contributions Contracts (P-1551) provide
for housing assistance payments fo private owners of residential units on behalf of
eligible fow- or very low-income families. The program provides. for such payments
with respect to existing and moderately rehabilitated housing covering the difference
between the maximum rental on a dwelling unit and the amount of rent contribution
by a participating family and related administrative expense.
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HMUD contributions for the Housing Choice Voucher Program for the year ended
June 30, 2012 were as follows: '

Rental vouchers $ 13,886,840
Program administration fee 1,388,533
$ 15275373

Note 15 - Interprogram Elimination

Interprogram due frorﬁ and due to accounts, totaling $1,032,318, have been
eliminated from the financial statements.

Central Office Cost Center revenues ahd Low Rent Public Housing expenses in the.
amount of $513,028 have been eliminated from the financial statements.

Central Office Cost Center revenues and Housing Choice Vouchers expenses in the
amount of $462,744 have been eliminated from the financial statements.

Note 16 - Subsequent Event

Events that occur after the date of the statement of net assets but before the
financial statements were issued must be evaluated for recognition or disclosure.
The effects of subsequent events that provide evidence about conditions that existed
at the date of the statement of net assets are recognized in the accompanying
financial statements. Subsequent events which reflect significant matters but which
provide evidence about conditions that existed after the date of the statement of net
assets, require disclosure in the accompanying notes. Management evaluated the
activity of the Authority through March 19, 2013 (the date the financial statements
were available to be issued) and concluded that no subsequent events have ‘
occurred, that would require recognition in the Financial Statements or disclosure in
the Notes to the Financial Statements, except as discussed below.

On December 31, 2012, the Authority withdrew from their pension plan with PERF.

~35-




COHN#REZNICK B

ACCOURTING « TAX « ALV ORY

Independent Auditor's 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

To the Board of Commissioners
Housing Authority of the City of Ft. Wayne

We have audited the basic financial statements of the Housing Authority of the
City of Ft. Wayne as of and for the year ended June 30, 2012 and have issued our
report thereon dated March 19, 2013. 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. The financial statements of the
discrete component unit were audited by other auditors and were not audited in
accordance with Government Auditing Standards. Accordingly, this report does not
include reporting on internal control over financial reporting or instances of repertable
noncompliance associated with the discrete component unit.

Internal Control over Financial Reporting

Management of Housing Authority of the City of Ft. Wayne is responsible for.
establishing and maintaining effective internal control over financial reporting. In
planning and performing our audit, we considered Housing Authority of the City of Ft.
Wayne's internal control over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinions on the financial statements, but
not for the purpose of expressing an opinion on the effectiveness of Housing Authority -
of the City of Ft. Wayne’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Housing Authority of the City of Ft.
Wayne’s internal control over financial reporting. -

A deficiency in internal control exists when the design or operation of a control
does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct misstatements on a timely basis. A
material weakness is a deficiency, or a combination of deficiencies, in internal contro!
such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis.
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‘Our consideration of intemal control over financial reporting was for the limited
purpose described in the first paragraph and was not designed to identify all
deficiencies in internal control over financial. reporting that might be deficiencies,
significant deficiencies or material weaknesses. We did not identify any deficiencies in
internal control over financial reporting that we consider to be material weaknesses, as
defined above. '

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Housing Authority of
the City of Ft. Wayne’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 amounts. However, providing an

" opinion on compliance with those provisions was not an objective of our audit, and

accordingly, we do not express such an opinion. The results of our tests disclosed two
instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards, which are described in the accompanying schedule of
findings and questioned costs as items 2012-2 and 2012-3. '

We noted certain matters that we reported to management of Housing Authority
of the City of Ft. Wayne in a separate letter dated March 19, 2013.

Housing Authority of the City of Ft. Wayne's response 10 the findings identified in
our audit is described in the accompanying schedule of findings and questioned costs.
We did not audit Housing Authority of the City of Ft. Wayne's response and,
accordingly, we express no opinionon it. '

~ This report is intended solely for the information and use of management, the
Board of Commissioners, others within the entity, and federal awarding agencies and is
not intended to be and should not be used by anyone other than these specified parties.

Chicago, Hllinois
March 19, 2013
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Independent Auditor's Report on Compliance with Requirements that Could Have a
Direct and Material Effect on Each Major Program and on internal Control over
Compliance in Accordance with OMB Circular A-133

To the Board of Commissioners
Housing Authority of the City of Ft. Wayne

Compliance

We have audited Housing Authority of the City of Ft. Wayne’'s compliance with
the types of compliance requirements described in the OMB Circular A-133 Compliance
Supplement that could have a direct and material effect on each of Housing Authority of
the City of Ft. Wayne's major federal programs for the year ended June 30, 2012.
Housing Authority of the City of Ft. Wayne'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 Housing
Authority of the City of Ft. Wayne's management. Our responsibility is to express an
opinion on Housing Authority of the City of Ft. Wayne's compliance based on 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 Comptrolier 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 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 Ft. Wayne'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 of
Housing Authority of the City of Ft. Wayne’s compliance with those requirements.

As described in items 2012-1 in the accompanying schedule of findings and
questioned costs, Housing Authority of the City of Ft. Wayne did not comply with
requirements regarding major federal programs as follows:

Maijor Federal Program Compliance Requirement

Low Rent Public Housing Special Tests & Provisions
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Compliance with such requirements is necessary, in our opinion, for Housing
Authority of the City of Ft. Wayne to comply with the requirements applicable to that
program. :

In our opinion, except for the noncompliance described in the preceding -
paragraph, Housing Authority of the City of Ft. Wayne complied, in all material respects,
“with the compliance requirements referred to above that could have a direct and
material effect on each of its major federal programs for the year ended June 30, 2012.

" Internal Control Over Compliance

Management of Housing Authority of the City of Ft. Wayne is responsible for
establishing and maintaining effective interal control over compliance with the
requirements of laws, regulations, contracts, and grants applicable to federal programs.
In planning and performing our audit, we considered Housing Authority of the City of Ft.
Wayne's internal control over compliance with the requirements that could have a direct
and material effect on a major federal program to determine the auditing procedures for
the purpose of expressing our opinion on compliance and to test and report on internal
control over compliance in accordance with OMB Circular A-133, but not for the purpose
of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, we do not express an opinion on the effectiveness of Housing Authority of
the City of Ft. Wayne's internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose
described in the preceding paragraph and was not designed to identify all deficiencies in
internal control over compliance that might be deficiencies, significant deficiencies, or
material weaknesses and thereon, there can be no assurance that all deficiencies,
significant deficiencies, or material weaknesses have been identified. However, as
discussed below, we identified certain deficiencies in internal control over compliance
that we consider to be material weaknesses and other deficiencies that we consider to
be significant deficiencies. )

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

A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material
weakness in internal control over compliance, yet important enough to merit attention of
those changed with governance. We consider the deficiencies in internal control over

-39 -



compliance described in the accompanying schedule of findings and questioned costs
as items 2012-1 to be a significant deficiency. '

Housing Authority of the City of Ft. Wayne's responses to the findings identified
in our audit are described in the accompanying schedule of findings and questioned
costs. We did not audit Housing Authority of the City of Ft. Wayne’s response and,
accordingly, we express no opinion on the response.

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

Chicago, lllinois
March 19, 2013
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Schedule of Findings and Questioned Costs

June 30, 2012

A. Summary of Auditor’'s-Resuits

1.

The independent Auditor's report expresses an unqualified opinion on the basic
financial statements of the Housing Authority of the City of Ft. Wayne.

No material weaknesses or significant deficiencies related to the audit of the
financial statements were reported in the Independent Auditors Report on
Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with
Govermnment Auditing Standards.

Two instances of noncompliance material to the financial statements of the
Housing Authority of the City of Ft. Wayne were disclosed during the audit.

No material weaknesses and one significant deficiency related to the audit of the
major federal award programs were disclosed in the Independent Auditor's
Report on Compliance with Requirements that Coulid Have a Direct and Material
Effect on Each Major Program and on Internal Control Over Compliance in
Accordance with OMB Circular A-133.

The independent Auditor's report on compliance for the major fe‘dera[ award
programs for the Housing Authority of the City of Ft. Wayne expresses a
qualified opinion.

There are three audit findings relative to the major federal award pfograms for
Housing Authority of the City of Ft. Wayne.

The programs tested as major programs include:
« CFDA #14.871 Section 8 Housing Choice Vouchers
» CFDA #14.850 Public and Indian Housing
o CFDA #14.872 Public Housing Capital Fund
e CFDA #14.885 Public Housing Capital Fund Stimulus - ARRA

The threshold for distinguishing Type A and B programs was $535,537.

The Housing Authority of the City of Fi. Wayne. does not qualify as a low-risk
auditee. ' )
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Schedule of Findings and Questioned Costs - Continued

June 30, 2012

B. Findings and Questioned Costs - Financial Statement Audit
None
C. Findingsrand Questioned Costs - Major Federal Award Programs Audit

Finding No. 2012-1 Declaration of Trust Not Including all Public Housing
Properties

Type of finding: | Compliance: Special Tests & Provisions
internal Controf: Significant Deficiency

Condition: The Authority has not updated the Declaration of Trust to include the: public .
housing properties acquired since the original was filed.

Effect: The Authority must file an updated Declaration of Trust in order to be in
compliance with this requirement. :

Cause: The Authority had forgotten about this HUD requirement and recently found the
original Declaration of Trust which does not include all public housmg properties owned
by the Authority.

Criteria: HUD Uniform Financial Reporting Standards.

Recommendation: The Authority should update the Declaration of Trust to include all
public housing properties.

Corrective Action Plan: The Authority updated the Declaration of Trust with the two new
properties built/added to the Authority portfolio. The Declaration of Trust was updated'
in October 2012 and the auditors were given a copy for their records.

Responsible Person: Carolyn Nichter

Finding No. 2012-2 Section 8 Housing Choice Voucher Disbursements

Type of finding: Compliance: Special Tests & Provisions
, Internal Control: Significant Deficiency

Condition: Of the 40 Section 8 Disbursements tested, the following deficiencies were
noted:
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Schedule of Findings and Questioned Costs - Continugd

“June 30, 2012

¢ 1 out of the 40 was :nconSIstent with the tenant's HUD 50058 calculated
disbursement.

Effect: The Authority’s internal controls failed to catch an :ncorrect HCV disbursement
being made to the tenant’s landlord.

Cause: The Authority did not have adequate controls to ensure that the correct subs;dy
payments were being disbursed.

Criteria: HUD Uniform Financial Reporting Standards.
Recommendation: The Authority should update its internal controls to ensure the HCV

" disbursement agrees to the tenant s HUD 50058 certmcatlon before dlsbursmg it to the
landlord.

Corrective_Action Plan: The housing authority’s computer soffware has a designated
check box that is used to automatically override changes in cerfain circumstances. This
checkbox is marked by ‘default’ by the computer software. In this particular instance,
the check box was unmarked due to hurman error based on our review. This caused the
new HAP amount on the 50058 to not be recognized causing an error in the HAP
amount paid. The FWHA will update our internal controls to guard against this type of
error in the future. Staff training will alert Housing Specialists to be guard against this
accidental situation. Also, FWHA will explore a computerized safeguard as well which
will either make it very difficult to override the system; or to write a script report that will
periodically alert the program manager if the override exists with any of the
computerized records.

Responsible Person: Paula Garretson

Finding No. 2012-3 Overcharge of Bookkeeping Fee

Type of finding: Compliance:  Special Tests & Provisions
Internal Control: Significant Deficiency

Condition: The Authority failed to charge the correct bookkeeping fee as specified by
HUD for its Low Rent Public Housing program and the Housing Choice Voucher
program '.

Effect: The Authority did not have the procedures in place to correctly calculate
bookkeeping fees, creating an overcharge in the amount of $3,000.
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Housing Authority of the City of Ft. Wayne
Ft. Wayne, Indiana

Schedule of Findings and Questioned Costs - Continued
© June 30, 2012
Cause: The -Authority’s staff charged a bookkeeping fee based off of unit-monfhs
avallable instead of unit months occupied specified by HUD guidelines.
Criteria: HUD Uniform Financial Reporting Standards.
Recommendation: The Authority should reimburse the AMP’s for the amounts

overcharged and follow HUD specifications in regards to the correct percentage to be
charged. '

Corrective Action Plan: The Authority established a recurring journal entry to post the
book keeping fees based on an estimated amount of occupied units not based on the
available unit months. At the end of the year, the book keeping fees were not adjusted
to the actual leasing amounts causing an overcharge of $3,000. The Authority did not
- adjust this specific fee because the fees in total for the AMPs were undercharged by
$118,180 in total. The book keeping fees in Fiscal Year Ending 2013 for the AMPs
were credited for the $3,000 overcharge.

Responsible Person: Carolyn Nichter
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Housing Autherity of the City of Ft. Wayne
Ft. Wayne, Indiana

Schedule of Prior Year Findings
June 30, 2012
The prior audit report for the year ended June 30 2011 contained two.audit findings.
The status of each finding is as follows:

2011-1: Prior Period Adjustment

Recommendation: Management should adopt internal eontrol procedures to review
balances at year end for proper statement of financial statement balances.

Corrective Action Taken: Yes

Status: Cleared

2011-2: No Declaration of Trust filed

Recommendation: The Authority must execute a filing of form HUD-52190-B of all
property housing property in order to be in compliance with this requirement.

Corrective Action Taken: Yes

Status: Cleared
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