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ﬁ BERMAN HOPKINS

CPAs & ASSOCIATES, LLP

INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Housing Authority of South Bend
South Bend, Indiana

Report on the Audit of the Financial Statements
Opinion

We have audited the accompanying financial statements of the business-type activities of the
Housing Authority of South Bend (the “Authority”), as of and for the year ended September
30, 2022, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the business-type activities of the Authority as of
September 30, 2022, and the changes in financial position and cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United
States of America.

Basis for Opinion

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. Our responsibilities
under those standards are further described in the Auditor's Responsibilities for the Audit of the
Financial Statements section of our report. We are required to be independent of the Authority
and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinions.

Emphasis of a Matter

As described in Note B-10 to the financial statements, a prior period adjustment was made to
adjust the Authority’s accounts receivable and accumulated depreciation as of the beginning of
the year. Our opinion is not modified with respect to this matter.

Responsibilities of Management for the Financial Statements

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

MELBOURNE ORLANDO
8035 Spyglass Hill Road 255 South Orange Avenue, #1200
Melbourne, FL 32940 Orlando, FL 32801
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In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the
Authority’s ability to continue as a going concern for twelve months beyond the financial statement
date, including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a
whole are free from material misstatement, whether due to fraud or error, and to issue an auditor’s
report that includes our opinion. Reasonable assurance is a high level of assurance but is not
absolute assurance and therefore is not a guarantee that an audit conducted in accordance with
generally accepted auditing standards and Government Auditing Standards will always detect a
material misstatement when it exists. The risk of not detecting a material misstatement resulting
from fraud is higher than for one resulting from error, as fraud may involve collusion, forgery,
intentional omissions, misrepresentations, or the override of internal control. Misstatements are
considered material if there is a substantial likelihood that, individually or in the aggregate, they
would influence the judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards and Government
Auditing Standards, we:

o Exercise professional judgment and maintain professional skepticism throughout the
audit.

¢ Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly,
no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Authority’s ability to continue as a going
concern for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other
matters, the planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis as listed in the table of contents be presented to
supplement the basic financial statements. Such information is the responsibility of management
and, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical
context.



We have applied certain limited procedures to the required supplementary information in
accordance with auditing standards generally accepted in the United States of America, which
consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management’s responses to our inquiries, the
basic financial statements, and other knowledge we obtained during our audit of the basic
financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion
or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Authority’s basic financial statements. The accompanying financial data
schedule and schedule of capital fund program costs and advances are presented for purposes
of additional analysis as required by U.S. Department of Housing and Urban Development, and
is not a required part of the basic financial statements of the Authority. The accompanying
schedule of expenditures of federal awards is presented for purposes of additional analysis as
required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards and is also not a
required part of the basic financial statements.

Such information is the responsibility of management and was derived from and relates directly
to the underlying accounting and other records used to prepare the basic financial statements.
The information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the supplemental information is fairly stated, in all material respects, in
relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
June 8, 2023 on our consideration of the Authority’s internal control 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 solely 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 effectiveness of the Authority’s internal control
over financial reporting or on compliance. That report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Authority’s internal
control over financial reporting and compliance.

June 8, 2023 Berman Hopline Whight & LaHam
Melbourne, Florida ép;% and A, . 40D



Housing Authority Of South Bend
MANAGEMENT DISCUSSION AND ANALYSIS

For the year ended September 30, 2022

As management of the Housing Authority of South Bend (the “Authority”), we offer the readers of
the Authority’s financial statements this narrative overview and analysis of the financial activities
of the Authority for the year ended September 30, 2022. We encourage readers to consider the
information presented here in conjunction with the Authority’s financial statements.

Questions concerning any of the information provided in this report or requests for additional
information should be addressed to Catherine Lamberg, Executive Director, Housing Authority of
South Bend, 501 Alonzo Watson Dr. South Bend, IN 46601.

Financial Highlights

e The assets of the Authority exceeded its liabilities as of September 30, 2022 by
$6,937,395 (net position).

e The Authority’s total cash balances as of September 30, 2022 were $2,840,947,
representing an increase of $837,477.

e The Authority had revenue from the U.S. Department of Housing and Urban Development
(“HUD”) of $23,328,672 which includes funds for capital asset activities.

e The Authority’s liabilities include amounts due to HUD of $1,124,925 consisting of
repayment agreements and other amounts due that resulted from reviews performed in
2014 and 2020 by the U.S. Department of Housing and Urban Development Quality
Assurance Division.

Overview of Financial Statements

The financial statements included in this annual report are those of a special-purpose government
engaged in a single business-type activity prepared on an accrual basis. Over time, significant
changes in the Authority’s net position serve as a useful indicator of whether its financial health
is improving or deteriorating. To fully assess the financial health of any authority, the reader must
also consider other non-financial factors such as changes in family composition, fluctuations in
the local economy, HUD mandated program administrative changes, and the physical condition
of capital assets. The following statements are included:

o Statement of Net Position - reports the Authority’s assets, liabilities and net position at
the end of the fiscal year. You can think of the Authority’s net position as the difference
between what the Authority owns (assets) and what the Authority owes (liabilities).

o Statement of Revenues, Expenses, and Changes in Net Position - presents
information showing how the Authority’s net position increased or decreased during the
current fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of when cash is received or paid. Thus,
revenues and expenses are reported in this statement for some items that will result in
cash inflows and cash outflows in the future periods.



Overview of Financial Statement (continued)

Statement of Cash Flows - presents information showing the total cash receipts and
cash disbursements of the Authority during the current fiscal year. The statement reflects
the net changes in cash resulting from operations plus any other cash requirements during
the current year (i.e. capital additions, debt service, prior period obligations, etc.). In
addition, the statement reflects the receipt of cash that was obligated to the Authority in
prior periods and subsequently received during the current fiscal year (i.e. receivables,
notes receivable etc.).

Notes to the Basic Financial Statements - provide additional information that is
essential to a full understanding of the data provided. These notes give greater
understanding on the overall activity of the Authority and how values are assigned to
certain assets and liabilities and the longevity of these values. In addition, notes reflect
the impact (if any) of any uncertainties the Authority may face.

In addition to the basic financial statements listed above, our report includes supplementary
information. This information is to provide more detail on the Authority’s various programs and
the required information mandated by regulatory bodies that fund the Authority’s various
programs.

Financial Analysis

Condensed Statement of Net Position

2022 2021 Net Change
Current assets $ 3991189 $§ 2,323,336 $ 1,667,853
Capital assets, net 4,708,323 5,143,882 (435,559)
Other noncurrent assets 21,367 28,506 (7,139)
Total assets 8,720,879 7,495,724 1,225,155
Current liabilities 639,263 730,470 (91,207)
Due to HUD - noncurrent 1,109,934 1,122,334 (12,400)
Other noncurrent liabilities 34,287 28,506 5,781
Total liabilities 1,783,484 1,881,310 (97,826)
Net investment in capital assets 4,708,323 5,143,881 (435,558)
Restricted net position 737,541 1,439,772 (702,231)
Unrestricted net position 1,491,531 (969,239) 2,460,770
Total net position $ 6937395 § 5614414 $ 1,322,981




Financial Analysis (continued)

Current Assets increased by $1,667,853 during the fiscal year 2022 as compared to the previous
fiscal year primarily due to decreases in restricted cash of $137,524 offset by increases in
unrestricted cash of 975,001. The decrease in restricted cash is mainly due to HUD holding the
HCV HUD held reserves, providing just enough to pay the monthly bills in that program. The
increase in unrestricted cash is mainly due to a surplus from operations in the projects. HCV due
from other governments increased by $876,937 due to the recording of receivables for VASH
ports in that were recorded in the current fiscal year.

Net Capital Assets decreased by $435,559 mainly due to the depreciation expense of $497,653
and the prior period adjustment of $135,375 offset by current year additions of $197,469.

Net Position - The difference between the Authority’s rights (assets and deferred outflows of
resources) and the Authority’s obligations (liabilities and deferred inflows of resources) is its net
position. Net position is categorized as one of three types:

1. Netinvestment in capital assets - The Authority’s capital asset balance, net of accumulated
depreciation and related long-term debt as of September 30, 2022 is $4,708,323.

2. Restricted - The Authority’s net position whose use is subject to constraints imposed by
law or agreement. The statement of net position of the Authority reports $737,541 of
restricted net position which consists entirely of Section 8 Housing Choice Voucher HAP
reserves.

3. Unrestricted - The Authority’s net position that is neither invested in capital assets nor
restricted which change principally due to operations. These resources are available to
meet the Authority’s ongoing obligations to its residents and creditors. The Authority has
$1,491,531 in unrestricted net position as of September 30, 2022.



Financial Analysis (continued)

Changes in Net Position

Operating revenue
HUD revenue
Other revenue

Total operating revenue

Operating expenses

Administrative

Tenant services

Utilities

Maintenance

Protective services

General

Depreciation

Housing assistance payments

Total operating expenses

Operating income
Nonoperating revenues
Interest income

Capital contributions

Change in net position
Total net position - beginning
Prior period adjustment

Total net position - ending

HUD Revenue increased by $3,172,750 during the fiscal year ending 2022 as compared to the
previous fiscal year, this is mainly due to the increased usage of Capital funds of $1,578,762. The
HUD revenue also includes shortfall funds of $697,802 for unit turns within the projects in the
fiscal year ending September 30, 2022. In addition, HCV operating grants increased by $677,621

2022 2021 Net Change

$ 23,131,563 $ 19,958,813 § 3,172,750
2,340,084 2,351,317 (11,233)
25,471,647 22,310,130 3,161,517
2,566,314 2,407,521 158,793
132,206 676,503 (544,297)
601,264 533,416 67,848
4,771,832 2,179,657 2,592,175
52,923 87,745 (34,822)
1,024,018 897,918 126,100
497,653 1,031,800 (534,147)
15,634,144 14,293,083 1,341,061
25,280,354 22,107,643 3,172,711
191,293 202,487 (11,194)
1,390 592 798
197,109 481,744 (284,635)
389,792 684,823 (295,031)
5,614,414 4,929,591 684,823
933,189 - 933,189

$ 6937395 $ 5614414 § 1,322,981

in the fiscal year ending 2022. This is due to increased utilization and new voucher awards.

Total Operating Expenses increased by $3,172,711 from the prior fiscal year, this is mainly due

to the following:

Tenant services expenses decreased by $544,297 from the previous fiscal year mainly due to an
expense decrease of $436,474 for emergency meal compensation, moving expenses, relocation
specialist staff, hotel expenses, etc. that were needed in the prior year due to the Rabbi Shulman

Apartments gas leak.



Financial Analysis (continued)

Total Operating Expenses (continued)

Maintenance costs increased by $2,592,175 from the previous fiscal year, mainly due to an
increase in unit turns, an increase in routine maintenance, maintenance contracts and an increase
in material costs. In addition, there was extraordinary maintenance of $436,474 in 2021 for the
gas leak repair that was prevalent last fiscal year at the now vacated Rabbi Shulman building.

Depreciation expense decreased by $534,147 due to numerous building improvements becoming
fully depreciated during the prior year.

Housing assistance payments increased by $1,341,061 from the previous year, mainly due to
utilization increases and the agency also received a waiver to set the payment standard to 120%
of Fair market rent. As a result, the Authority is paying more to Landlords on a per unit basis.

Capital Contributions decreased by $284,635 during fiscal year 2022 as compared to the prior
fiscal year. The decrease is primarily due to limited capital fund activity for fiscal year 2022 as
the focus was on unit turns.

Capital Asset and Debt Activity

During the fiscal year 2022, the Authority’s net capital assets decreased by $435,559 mainly due
to depreciation expense of $497,653 and the prior period adjustment of $135,375 offset by current
year additions of $197,469. The additions consist of items such as roofs, A/C units, water heaters,
etc. The write-offs included two automobiles.

At the end of the fiscal year 2022, the Authority had no long-term debt, however there are amounts
due to HUD for repayment agreements of $1,124,925, of which $1,109,934 is classified as
noncurrent.

Factors Affecting Next Year’s Budget

The Authority is primarily dependent upon HUD for the funding of its Low Rent Public Housing,
Housing Choice Voucher and Capital Fund programs; therefore, the Authority is affected more by
the federal budget than by local economic conditions. The funding of programs could be
significantly affected by the 2022 and 2023 federal budgets.

Economic Factors and Events Affecting Operations

The Housing Authority has been under review with the HUD’s Quality Assurance Division (QAD)
office for its voucher rental assistance and homeownership program several times and the
financial reviews of voucher program resulted in repayment agreements due to the
mismanagement and inadequate financial controls in place from the previous administration,
which was also investigated by the FBI in July 2019. Carrying the liability owed to HUD is a
tremendous burden to the agency as repayments must be made from non-federal funds. The
Authority earns limited non-federal funds and is not in a position to repay the debt any time soon,
if at all. Additionally, having federal liabilities owed to HUD also restricts the Authority’s ability to
obtain other funding streams or apply for grant opportunities.



Economic Factors and Events Affecting Operations (continued)

Not being able to apply for certain grant funding and obtain Moving-To-Work (“MTW”) status is
punitive to the Authority and prohibits the Authority to move forward with new leadership put in
place January 2022. The current team in place still deals with the effects from prior management.

Additional significant economic factors and decisions affecting the Authority are as follows:

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

e Fluctuation in proration values capping funds to the Authority based on congressional
funding availability.

e Program participant fraud, which adversely affects the Housing Choice Voucher Program
and Public Housing Programs. This can affect operations in terms of both dollars spent
and manpower.

e Local labor supply and demand, which can affect salary and wage rates;

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

e Inflationary pressure on utility rates, housing costs, supplies and other costs;

e Trends in the current housing market.



Housing Authority of South Bend
STATEMENT OF NET POSITION

September 30, 2022

ASSETS
CURRENT ASSETS

Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted
Receivables, net

Due from other governments, net
Prepaid expenses

Total current assets
NONCURRENT ASSETS
Cash and cash equivalents - restricted
Capital assets, net

Total assets

LIABILITIES
CURRENT LIABILITIES
Accounts payable
Accrued salaries
Accrued compensated absences
Due to HUD
Tenant security deposits
Family self-sufficiency escrow
Unearned revenue
Other current liabilities

Total current liabilities
NONCURRENT LIABILITIES
Accrued compensated absences

Family self-sufficiency escrow
Due to HUD

Total liabilities
NET POSITION
Net investment in capital assets

Restricted
Unrestricted

Total net position

1,983,782
835,798
199,955
876,937

94,717

3,991,189

21,367
4,708,323

8,720,879

215,164
106,181
73,209
14,991
82,120
16,137
76,501
54,960

639,263

12,920
21,367
1,109,934

1,783,484

4,708,323
737,541
1,491,531

6,937,395

The accompanying notes are an integral part of this financial statement.
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Housing Authority of South Bend

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

For the year ended September 30, 2022

OPERATING REVENUES
HUD operating revenue
Tenant revenue, net
Other grant revenue
Portability revenue
Other operating revenue
Total operating revenues
OPERATING EXPENSES
Administrative
Tenant services
Utilities
Maintenance
Protective services
General
Depreciation
Housing assistance payments
Total operating expenses
OPERATING INCOME

NONOPERATING REVENUES
Interest income - unrestricted

Change in net position before capital contributions

CAPITAL CONTRIBUTIONS
HUD capital grants

Change in net position
Total net position - beginning, as previously reported
Prior period adjustment (see Note B-10)
Total net position - beginning, restated

Total net position - ending

$ 23,131,563

1,135,324
57,993
651,762
495,005

25,471,647

2,566,314
132,206
601,264

4,771,832

52,923

1,024,018

497,653
15,634,144

25,280,354

191,293

1,390

192,683

197,109

389,792

5,614,414
933,189

6,547,603

$

6,937,395

The accompanying notes are an integral part of this financial statement.
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Housing Authority of South Bend
STATEMENT OF CASH FLOWS

For the year ended September 30, 2022

CASH FLOWS FROM OPERATING ACTIVITIES

HUD operating grants received $ 23,217,286
Collections from tenants 1,128,486
Collections from other sources 1,378,996
Payments to employees (2,690,072)
Payments to suppliers (6,564,105)
Housing assistance payments (15,634,144)
Net cash provided by operating activities 836,447
CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Capital grants received 197,109
Purchase of property and equipment (197,469)
Net cash used in capital and related financing activities (360)
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received 1,390
NET INCREASE IN CASH AND CASH EQUIVALENTS 837,477
Cash and cash equivalents at beginning of the year 2,003,470
CASH AND CASH EQUIVALENTS END OF THE YEAR $ 2,840,947

AS PRESENTED IN THE STATEMENT OF NET POSITION:

Cash and cash equivalents - unrestricted $ 1,983,782
Cash and cash equivalents - restricted 835,798
Cash and cash equivalents - restricted noncurrent 21,367

$ 2,840,947

The accompanying notes are an integral part of this financial statement.
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Housing Authority of South Bend
STATEMENT OF CASH FLOWS (continued)

For the year ended September 30, 2022

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES
Operating income $ 191,293
Adjustments to reconcile operating income to net cash
provided by operating activities:

Depreciation 497,653
Change in provision for allowance for doubtful accounts 435,294
(Increase) decrease in assets:
Receivables, net (275,321)
Due from other governments 84,771
Prepaid expenses 584
(Decrease) increase in liabilities:
Accounts payable (70,574)
Accrued salaries 8,388
Accrued compensated absences 35,743
Due to HUD (28,448)
Tenant security deposits (18,068)
Family self-sufficiency escrow (100,772)
Unearned revenues 26,445
Other current liabilities 49,459
Net cash provided by operating activities $ 836,447

The accompanying notes are an integral part of this financial statement.
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

1. Reporting entity

The Housing Authority of South Bend (the “Authority”), is governmental agency created under
the Housing Authority Act of the State of Indiana to provide Public and Indian Housing for
qualified individuals in accordance with the rules and regulations prescribed by the
Department of Housing and Urban Development (“HUD”). The primary purpose of the
Authority is to develop, acquire and operate safe, decent, sanitary, and affordable housing
for low-income families in the City of South Bend, Indiana (the “City”) in accordance with
federal legislation and regulations.

The Authority's governing board consists of a seven member Board of Commissioners (the
“Board”), which is appointed by the Mayor of the City. The Authority is not a component unit
of the City, as defined in Governmental Accounting Standards Board’s (“GASB”) Codification
of Governmental Accounting and Financial Reporting Standards, Section 2100, Defining the
Financial Reporting Entity, as the Board independently oversees the Authority’s operations.

The definition of the reporting entity as described by GASB Codification Section 2100 is
based primarily on the notion of financial accountability. A primary government is financially
accountable for the organizations that make up its legal entity. It is also financially
accountable for legally separate organizations if its officials appoint a voting majority of an
organization’s governing body and either it is able to impose its will on that organization or
there is a potential for the organization to provide specific financial benefits to, or impose
specific financial burdens on, the primary government.

2. Government-wide and fund financial statements

The government-wide financial statements report information about the reporting
government as a whole excluding fiduciary activities. The statements distinguish between
governmental and business-type activities. Governmental activities generally are financed
through taxes, intergovernmental revenues and other non-exchange revenues. Business-
type activities rely, to a significant extent, on fees and charges for support.

Governments use fund accounting, whereby funds are generally organized into three major
categories: governmental, proprietary and fiduciary. Each fund is accounted for by providing
a separate set of self-balancing accounts that constitute its assets, deferred outflows of
resources, liabilities, deferred inflows of resources, fund equity, revenues and
expenditures/expenses.

For financial reporting purposes, the Authority reports all of its operations as a single business

activity in a single enterprise fund. Therefore, the government-wide and the fund financial
statements are the same.

14



Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

2. Government-wide and fund financial statements (continued)

Enterprise funds are proprietary funds. Proprietary funds distinguish operating revenues and
expenses from non-operating items. Operating activities generally arise from providing
services in connection with a proprietary fund’s principal activity. The operating revenues of
the Authority consist primarily of rental charges to tenants and operating grants from the U.S.
Department of Housing and Urban Development (“HUD”), and include, to a lesser extent,
other government grants and certain operating amounts of capital grants that offset operating
expenses.

Operating expenses for the Authority include the cost of administrative, tenant services,
utilities, maintenance, protective services, general, depreciation and housing assistance
payments. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses, except for capital contributions, which are presented
separately.

When restricted resources meet the criteria to be available for use and unrestricted resources
are also available for use, it is the Authority’s policy to use restricted resources first, and then
unrestricted resources, as needed.

3. Measurement focus and basis of accounting

Measurement focus is a term used to describe which transactions are recorded within the
various financial statements. The proprietary fund utilizes an economic resources
measurement focus. The accounting objectives of this measurement focus are the
determination of operating income (loss), change in net position and cash flows. All assets
and liabilities (whether current or noncurrent) associated with activities are reported.
Proprietary fund equity is classified as net position.

Basis of accounting refers to when transactions are recorded regardless of the measurement
focus applied. The basis of accounting used is similar to businesses in the private sector,
thus, these funds are maintained on the accrual basis of accounting. Revenues are
recognized when earned and expenses are recorded when the liability is incurred or
economic asset used.

For financial reporting purposes, the Authority considers its HUD grants associated with
operations as operating revenue because these funds more closely represent revenues
generated from operating activities rather than nonoperating activites. HUD grants
associated with capital acquisition and improvements are considered capital contributions
and are presented after nonoperating activity on the accompanying statement of revenues,
expenses and changes in net position. As provided by GASB Codification Section P80.115,
Proprietary Fund Accounting and Financial Reporting: Defining Operating Expenses, and
related guidance, tenant revenue is reported net of accounts written-off in the amount of
$435,294.
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

4. Summary of programs

The accompanying basic financial statements include the activities of several housing
programs subsidized by HUD at the Authority. A summary of each significant program is
provided below.

Low Rent Housing Programs

The Low Rent Housing Programs include the asset management projects (“AMPS”),
which collect both operating and capital fund subsidies, as well as various other related
HUD programs.

The purpose of the low rent public housing program is to provide decent and affordable
housing to low-income families at reduced rents. The developments are owned,
maintained and managed by the Authority. The developments/units are acquired,
developed and modernized under the Capital Fund program.

Funding of the program operations and development is provided by federal annual
contributions, operating subsidies and tenant rentals (determined as a percentage of
family income, adjusted for family composition and other allowances).

Central Office Cost Center

The Central Office Cost Center (“COCC”) is a business unit within the Authority that
generates revenue through charges for services from other Authority programs and
business-type activities.

Housing Assistance Payments Programs

The Housing Assistance Payments Programs utilize existing privately owned family
rental housing units to provide decent and affordable housing to low-income families.
Funding of the programs is provided by federal housing assistance contributions from
HUD for the difference between the approved landlord contract rent and the rent paid
by the tenants.

5. Budgets
Budgets are prepared on an annual basis for each program and are used as a management

tool throughout the accounting cycle. Budgets are not, however, legally adopted nor required
in the basic financial statement presentation.
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

6. Assets, liabilities and net position

a. Cash and cash equivalents

For financial statement purposes cash and cash equivalents are considered to be
cash in banks and certificates of deposit with original maturities of three months or
less.

Receivables

Receivables consist of revenues earned during the fiscal year and not yet received.
Amounts due from HUD represent reimbursable expenses or grant subsidies earned
that have not been collected as of September 30, 2022. Allowances are determined
by management based on periodic aging and prior experience of specific accounts.

Due from other governments

Due from other governments consists of a receivable from the Indiana Housing and
Community Development Authority (“IHCDA”) for subsidy associated with the
Veterans Affairs Supporting Housing program (“VASH”). In prior years, the Authority
administered the program for IHCDA and expended HAP funds to landlords
associated with the program but IHCDA did not reimburse the Authority with the
subsidy amount to offset the required HAP payments. As of September 30, 2022,
IHCDA owes the Authority $983,793 in subsidy payments. The Authority has
recorded an allowance of $106,856 against this amount. These amounts were not
previously reported and have been recorded as a prior period adjustment for the year
ended September 30, 2022 (see Note B-10).

Capital assets

The Authority’s policy is to capitalize equipment with a value in excess of $1,000 and
a useful life in excess of one year. Capital assets are valued at historical cost or
estimated historical cost if actual historical cost is not available. Contributed capital
assets are valued at fair value on the date contributed.

Depreciation has been calculated using the straight-line method over the estimated
useful lives, which range as follows:

Buildings and improvements 10 - 40 Years
Equipment 3-10 years
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

6. Assets, liabilities and net position (continued)

e. Accrued compensated absences

Compensated absences are those absences for which employees will be paid, such
as vacation and sick leave. A liability for compensated absences that is attributable
to service already rendered and that is not contingent on a specific event that is
outside the control of the Authority and its employees and is accrued as employees
earn the rights to the benefits. Compensated absences that relate to future services
or that are contingent on a specific event that is outside the 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.

Eliminations

For financial reporting purposes, certain amounts are internal and are therefore
eliminated in the accompanying financial statements. The following have been
eliminated from the financial statements:

i.) Interprograms

In the normal course of operations, certain programs pay for common costs
or advance funds for operations that create interprogram receivables and
payables. These interprogram receivables or payables are eliminated for the
presentation of the Authority as a whole. In addition, as a result of HUD’s
Quality Assurance Division (“QAD”) review (see Note B-4), the Authority has
additional material amounts that are owed from the HCV program to the
COCC. As of September 30, 2022, $3,632,162 of total internal receivables
and payables have been eliminated.

ii.) Fee for service

The Authority’'s COCC internally charges fees to the AMPs and other
programs of the Authority. These charges include management fees,
bookkeeping fees, front line service fees, other fee revenue and asset
management fees. For financial reporting purposes, $1,189,268 of fee for
service charges have been eliminated for the year ended September 30,
2022.
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

6. Assets, liabilities and net position (continued)

g. Net position

In accordance with GASB Codification Section 1800.155, Reporting Net Position in
Government-Wide Financial Statements, total equity as of September 30, 2022, is
classified into three components of net position:

i)

Net investment in capital assets

This component consists of capital assets (including restricted capital
assets), net of accumulated depreciation and reduced by any outstanding
balances of bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction and improvements of those
assets.

Restricted component of net position

This component consists of net position restricted in its use by (1) external
groups such as grantors, creditors or laws and regulations of other
governments; or (2) law through constitutional provisions or enabling
legislation. The statement of net position of the Authority reports $737,541 of
restricted net position which consists entirely of Section 8 Housing Choice
Voucher HAP reserves.

iii.) Unrestricted component of net position

This component includes all of the remaining net position that does not meet
the definition of the other two components.

7. 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 the reported
amounts of revenues and expenses during the reporting period. Actual results could differ
from those estimates.

8. Income taxes

The Authority qualifies as a tax-exempt governmental entity; accordingly, no provision for
Federal or State income tax is required.
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

9. Impairment of long-lived assets

The Authority evaluates events or changes in circumstances affecting long-lived assets to
determine whether an impairment of its assets has occurred. If the Authority determines
that a capital asset is impaired, and that impairment is other-than-temporary, then an
impairment loss will be recorded in the Authority’s financial statements. Management has
determined that there were no such impairments as of September 30, 2022. However,
during the fiscal year, the Authority received approval from HUD to demolish the Rabbi
Shulman public housing site.

10. Leasing activities

The Authority is the lessor of dwelling units to low-income residents. The rents under the
leases are determined generally by the resident’'s income as adjusted for eligible
deductions regulated by HUD, although the resident may opt for a flat rent. Leases may
be cancelled by the lessee at any time or renewed every year. The Authority may cancel
the leases only for cause. Revenues associated with these leases are recorded in the
accompanying financial statements and related schedules within tenant revenue.
Primarily all of the capital assets of the Authority are for these leasing activities except for
certain administrative offices and equipment.

Under GASB Statement No. 87, Leases, the determination of whether an arrangement is a
lease is made at the lease’s inception and a contract is, or contains, a lease if it conveys the
right to control the use of an identified asset for a period of time in exchange for consideration.
Control is defined under the standard as having the right to direct the use of the asset.
Management only reevaluates its determination if the terms and conditions of the contract
are changed. Management determined that there were no significant impacts to the financial
statements as a result of the implementation of this standard.

11. Impact of recently issued accounting principles

In May 2020, the GASB issued Statement No. 96, Subscription-Based Information
Technology Arrangements. This statement is effective for the Authority’s September 30,
2023 fiscal year end.

In June 2022, the GASB issued Statement No. 101, Compensated Absences. This
statement is effective for the Authority’s September 30, 2025 fiscal year end.

Management is currently evaluating the impact of the adoption of these statements on the
Authority’s financial statements.
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Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE B - DETAILED NOTES

1. Cash and cash equivalents

As of September 30, 2022, the Authority’s unrestricted and restricted cash and cash
equivalents consist of cash with carrying amounts of $2,840,947.

The Authority’s risk and exposure to its cash and cash equivalents is as follows:

Interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of an investment. The Authority’s policy to limit its exposure to declines
in fair values of its investment portfolio is to only invest in HUD allowed investments and to
monitor investments. As of September 30, 2022, the Authority had no investments, and
therefore was not exposed to interest rate risk.

Credit Risk. Credit risk is the risk that an issuer or other counterparty to an investment will
not fulfill its obligations. Itis the Authority’s policy to follow the HUD regulations by only having
direct investments and investments through mutual funds to direct obligations, guaranteed
obligations, or obligations of the agencies of the United States of America. As of
September 30, 2022, the Authority was not exposed to credit risk.

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
Authority’s deposits may not be returned. The Authority’s deposit policy for custodial credit
risk requires for all deposits to be secured by collateral valued at market or par, whichever
is lower, less the amount of the Federal Deposit Insurance Corporation (“FDIC”)
insurance. However, public funds deposited in approved financial institutions which
exceed the limits of coverage provided by FDIC are covered by the Indiana Public Deposit
Insurance Fund. As of September 30, 2022, none of the Authority’s total bank balance
was exposed to custodial credit risk, as all funds were either fully insured or collateralized.

Restricted cash and cash equivalents

As of September 30, 2022, restricted cash and cash equivalents consists of:

Current:
Voucher HAP reserves $ 737,541
Family self-sufficiency escrow 16,137
Tenant security deposits 82,120
Subtotal current 835,798
Noncurrent:
Family self-sufficiency escrow 21,367
Total restricted cash and cash equivalents $ 857,165
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NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE B - DETAILED NOTES (continued)

2. Receivables, net

At September 30, 2022, receivables, net consist of:

Tenant receivables $ 206,304
Due from HUD 27,709
Fraud recovery 64,467
Other receivables 66,235
Total receivables 364,715
Allowance for doubtful accounts - tenant receivables (136,849)
Allowance for doubtful accounts - fraud recovery (27,911)
Total receivables, net $ 199,955
3. Capital assets, net
A summary of changes in capital assets, net is as follows:
Balance at Balance at
October 1, September 30,
2021, restated Additions Deletions 2022
Non-depreciable:
Land $ 1325275 § - % - $ 1,325,275
Depreciated:
Buildings and improvements 66,686,236 69,646 - 66,755,882
Equipment 2,460,736 127,823 (23,550) 2,565,009
Total depreciated 69,146,972 197,469 (23,550) 69,320,891
Total capital assets 70,472,247 197,469 (23,550) 70,646,166
Less accumulated depreciation:
Buildings and improvements  (63,189,386) (459,276) - (63,648,662)
Equipment (2,274,354) (38,377) 23,550 (2,289,181)
Total accumulated depreciation (65,463,740) (497,653) 23,550 (65,937,843)
Capital assets, net $ 5008507 $ (300,184) $ - $ 4,708,323

The beginning balance above reflects a reduction of construction in progress to remove $135,375 of
capital assets that should not have been capitalized in the prior fiscal year. This amount is classified

as a prior period adjustment (see Note B-10).
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For the year ended September 30, 2022

NOTE B - DETAILED NOTES (continued)

4. Noncurrent liabilities

A summary of changes in noncurrent liabilities is as follows:

Payable at Payable at
October 1, September 30, Current
2021 Additions Reductions 2022 Portion
Due to HUD $ 1,153,373 $ 678 $ (29,126) $§ 1,124,925 $§ 14,991
Compensated
absences 50,386 97,654 (61,911) 86,129 73,209
Family self-sufficiency
"FSS" escrow 138,276 50,489 (151,261) 37,504 16,137
Total noncurrent
liabilities $ 1,342,035 $ 148,821 § (242,298) $ 1,248558 $ 104,337
Due to HUD

On March 10, 2014, QAD issued a review report indicating that HCV program funds were
inappropriately spent, resulting in a cash/investment balance that was insufficient to support
the validated Net Restricted Assets (“NRA”) balance and that the Authority should repay from
non-federal funds the amount of $512,861 to reimburse the HCV program (and payable back
to HUD). In addition, on September 25, 2015, the HUD Office of Inspector General (“OIG”)
issued a report based on an audit of the Authority's Housing Choice Voucher (“HCV”)
program wherein it recommended that the Authority (1) reimburse the HCV program (and
payable back to HUD) $79,884 from non-Federal funds for ineligible housing assistance and
utility allowance payments, (2) support or reimburse the HCV program (and payable back to
HUD) $411,382 from non-Federal funds for unsupported payments, (3) reimburse HUD
$24,088 for unearned Family Self-Sufficiency grant funds, and (4) implement adequate
controls to address the findings cited in the audit report. During the year ended
September 30, 2017, HUD approved repayment agreements for the above to be paid out of
non-federal funds (COCC).

During the year ended September 30, 2016, the Authority drew down funds of $140,811 for
capital fund grant ("CFP") costs that were not eligible for reimbursement because the invoices
were already reimbursed in a prior year or the backup documentation to support the cost was
not accurate or appropriate.

During the fiscal year ended September 30, 2019, the Authority drew down funds of $67,508
for capital fund grant ("CFP") costs that were not eligible for reimbursement because the
invoices were already reimbursed on a prior draw or the backup documentation for the cost
was not properly supported.

23



Housing Authority of South Bend
NOTES TO BASIC FINANCIAL STATEMENTS

For the year ended September 30, 2022

NOTE B - DETAILED NOTES (continued)

4. Noncurrent liabilities (continued)

On March 18, 2020, QAD issued an additional Financial Management Review. Amongst
other things, the report mentioned the March 10, 2014 QAD report requiring the repayment
of $512,861. It was determined that this amount should be repaid from the HCV program and
not the COCC. During the year ended September 30, 2022, HUD has turned the collection
of this amount over to the Department of Justice.

The repayment agreements approved by HUD and current amounts payable back to HUD
are summarized below:

Payable at Payable at
October 1, September Current
2021 Additions Reductions 30, 2022 Portion
Net restricted assets $ 456,861 $ - $ (12,000) $ 444861 $ 12,000
Unsupported payments 411,382 - - 411,382 -
Ineligible payments 79,884 - - 79,884 -
FSS 14,288 - (2,400) 11,888 2,400
Interest 14,639 678 (14,726) 591 591
CFP Ineligible costs 176,319 - - 176,319 -
Total Due to HUD $ 1,153,373 $ 678 $ (29,126) $1,124925 $ 14,991

5. Retirement plan

The Authority maintains a profit sharing plan providing for discretionary employer
contributions to be determined annually by the Authority. The Plan covers all permanent
full-time employees who worked for at least six months and at least 20 hours weekly.
Participants' benefits in the Authority matching contributions are fully vested after five
years of participation. All employees are 100% vested when they reach the age of 55,
regardless of their years of service. The Plan's assets are accumulated in pooled
investments maintained by Fidelity Investments. The Authority contributed $67,622 during
the year ended September 30, 2022.

6. Risk management

The Authority is exposed to various risks of loss to torts; theft of, damages to, and
destruction of assets; errors and omissions; injuries to employees; and natural disasters.
As part of the Authority’s risk management program, the Authority has commercial
insurance to manage its risks of loss.
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For the year ended September 30, 2022

NOTE B - DETAILED NOTES (continued)

6. Risk management (continued)

There were no significant reductions of insurance coverage from prior years and actual
settlements did not exceed insurance coverage for each of the past three years.

7. Commitments and contingencies

a. Legal

The Authority is party to various pending or threatened legal actions arising in the
normal course of operations. Although the outcome of these actions is not presently
determinable, it is the Authority's opinion that any ultimate liability is not expected
to have a material adverse effect on the Authority's financial position.

b. Grants and contracts

The Authority participates in various federally-assisted grant programs that are
subject to review and audit by the grantor agencies. Entitlement to these resources
is generally conditional upon compliance with the terms and conditions of grant
agreements and applicable federal regulations, including the expenditure of
resources for allowable purposes. Any disallowance resulting from a federal audit
may become a liability of the Authority. As of the date of this report, except for the
QAD review reports (see Note B-4), management is not aware of any such
examinations.

In accordance with applicable standards, the amount of current year program subsidy
received in excess of associated qualifying expenses of the Housing Choice Voucher
program is presented as net program income or loss with the cumulative excess
funding being reflected in restricted net position in the basic financial statements.

c. Troubled status

As a result of significant financial and compliance issues, HUD has placed the agency
into "troubled" status. HUD more closely monitors an Authority in troubled status and
places significant oversight on the Authority's ability to receive federal grant funds and
on its ability to make disbursements. HUD has the ultimate right to take over
operations of the Authority or to require changes in management of the Authority.
Currently, the Authority is working very closely with HUD under a recovery plan to
implement changes to improve its finances and operations in order to get out of
troubled status.
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NOTE B - DETAILED NOTES (continued)

7. Commitments and contingencies (continued)

d. Investigation

On July 31, 2019, the Federal Bureau of Investigation ("FBI") conducted an operation
at the offices of the Authority. The Authority received notice of a federal grand jury
investigation led by the US Attorney's Office for the Northern District of Indiana, in
conjunction with the FBI, Department of Housing and Urban Development, and
Internal Revenue Service. The Authority has produced internal records requested by
the grand jury and is cooperating with the investigation, which remains ongoing. As
the results of the investigation are not yet known, possible resulting actions are
undeterminable and no amounts are recorded in the financial statements for this
possible contingency.

e. Funds awarded
The Authority receives funding from HUD through Capital Fund and Capital Fund
Replacement Housing programs to help subsidize the cost of project repairs,
improvements and certain operating costs. Unspent funded awards as of
September 30, 2022, amounted to $3,748,904 for the Capital Fund program.

8. Concentrations

The Authority operates in a heavily regulated environment. The operations of the Authority
are subject to the administrative directives, rules and regulations of federal, state, and local
regulatory agencies including, but not limited HUD. Such administrative directives, rules and
regulations are subject to change by an act of congress or an administrative change
mandated by HUD. Such changes may occur with little notice or inadequate funding to pay
for related costs, and the additional administrative burden to comply with the changes. For
the year ended September 30, 2022, approximately 89% of revenues and 91% of current
receivables reflected in the basic financial statements are due from other governments.

9. Financial data schedule

As required by HUD, the Authority prepares its financial data schedule in accordance with
HUD requirements in a prescribed format which differs from the presentation of the basic
financial statements. The schedule’s format presents certain operating items as non-
operating such as depreciation expense, and housing assistance payments. In addition, the
schedule’s format includes non-operating items as operating such as investment revenue,
HUD capital grants revenue, interest expense and gains and losses on the disposal of capital
assets. Furthermore, the schedule reflects tenant revenue and bad debt expense separately.
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NOTE B - DETAILED NOTES (continued)

10. Prior period adjustment

For the fiscal year ended September 30, 2022, the statement of revenues, expenses, and
changes in net position reflects a prior period adjustment increasing net position by $933,189.
This adjustment reflects $1,068,564 of amounts due from other governments that have been
recorded as of October 1, 2021 (see Note A-6-c) offset by the reduction of the beginning
balance of capital assets of $135,375 (see Note B-3).

11. Subsequent events

Management has evaluated subsequent events through June 8, 2023, the date which the
financial statements were available to be issued, and noted no additional significant items
to be disclosed.
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Housing Authority of South Bend

FINANCIAL DATA SCHEDULE

For the year ended September 30, 2022

PHA: INO15 FYED: 9/30/2022
14.218 Community
Section 8 Resident Opportunity Development
AMP 1 AMP 1 AMP 2 AMP 2 AMP 3 AMP 3 AMP 4 AMP 4 Housing Choice and Supportive Block
Line ltem Operating Capital Fund Operating Capital Fund Operating Capital Fund Operating Capital Fund Voucher Program Central Office Services Grants/Entitlement
No. Account Description 14.850 14.872 14.850 14.872 14.850 14.872 14.850 14.872 Total Projects 14.871 2 State/Local Cost Center 14.870 Grants Elimination Total
111|Cash - Unrestricted 503,137 392,629 400,554 399,389 1,695,709 6,553 32,007 249,513 - - - 1,983,782
113|Cash - other restricted - - - - - 758,908 - - - - - 758,908
114|Cash - Tenant Security Deposits 18,615 20,275 18,150 25,080 82,120 - - - - - - 82,120
115|Cash - Restricted for payment of current liability - - 2,112 - 2,112 14,025 - - - - - 16,137
100| Total Cash 521,752 412,904 420,816 424,469 1,779,941 779,486 32,007 249,513 - - - 2,840,947
122|Accounts Receivable - HUD 419 1,967 1,890 1,626 5,902 - - - 9,427 12,380 - 27,709
124|Accounts Receivable - other government - - - - - 983,793 - - - - - 983,793
125|Accounts Receivable - Miscellaneous 53,485 8,462 1,113 3,175 66,235 - - - - - - 66,235
126]Accounts Receivable - Tenants Dwelling Rents 58,695 57,278 41,641 48,690 206,304 - - - - - - 206,304
126.1|Allowance for Doubtful Accounts - Dwelling Rents (44,619) (37,157) (31,815) (23,258) (136,849) - - - - - - (136,849)
126.2| Allowance for Doubtful Accounts - Other - - - - - (106,856) - - - - - (106,856)
128|Fraud recovery - 6,983 2,712 18,216 27,911 36,556 - - - - - 64,467
128.1|Allowance for doubtful accounts - fraud - (6,983) (2,712) (18,216) (27,911) - - - - - - (27,911)
120|Total Receivables, net of allowances for doubtful accounts 67,980 30,550 12,829 30,233 141,592 913,493 - - 9,427 12,380 - 1,076,892
142|Prepaid Expenses and Other Assets 12,212 26,701 14,496 13,866 67,275 16,008 - 11,434 - - - 94,717
144]Interprogram due from 1,312,884 - 678,863 134,790 2,126,537 - - 1,505,625 - - (3,632,162) -
150] Total Current Assets 1,914,828 470,155 1,127,004 603,358 4,115,345 1,708,987 32,007 1,766,572 9,427 12,380 (3,632,162) 4,012,556
161|Land 254,278 659,839 227,252 183,906 1,325,275 - - - - - - 1,325,275
162|Buildings 15,290,619 21,966,220 11,869,397 17,005,659 66,131,895 - - 623,987 - - - 66,755,882
163|Furniture, Equipment & Machinery - Dwellings 165,308 258,884 212,585 111,728 748,505 - - - - - - 748,505
164 |Furniture, Equipment & Machinery - Administration 251,082 559,011 265,709 254,905 1,330,707 296,550 - 189,247 - - - 1,816,504
166|Accumulated Depreciation (14,675,208) (22,065,797) (11,799,196) (16,348,669) (64,888,870) (273,954) - (775,019) - - - (65,937,843)
160|Total Fixed Assets, Net of Accumulated Depreciation 1,286,079 1,378,157 775,747 1,207,529 4,647,512 22,596 - 38,215 - - - 4,708,323
180 Total Non-Current Assets 1,286,079 1,378,157 775,747 1,207,529 4,647,512 22,596 - 38,215 - - - 4,708,323
190|Total Assets 3,200,907 1,848,312 1,902,751 1,810,887 8,762,857 1,731,583 32,007 1,804,787 9,427 12,380 (3,632,162) 8,720,879

See independent auditor's report.
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For the year ended September 30, 2022

PHA: INO15 FYED: 9/30/2022
14.218 Community
Section 8 Resident Opportunity Development
AMP 1 AMP 1 AMP 2 AMP 2 AMP 3 AMP 3 AMP 4 AMP 4 Housing Choice and Supportive Block
Line Item Operating Capital Fund Operating Capital Fund Operating Capital Fund Operating Capital Fund Voucher Program Central Office Services Grants/Entitlement
No. Account Description 14.850 14.872 14.850 14.872 14.850 14.872 14.850 14.872 Total Projects 14.871 2 State/Local Cost Center 14.870 Grants Elimination Total
312|Accounts Payable <= 90 Days 107,880 - 32,336 - 31,230 - 31,333 - 202,779 8,050 - 4,335 - - - 215,164
321|Accrued Wage/Payroll Taxes Payable 8,297 - 8,003 - 11,918 - 29,486 - 57,704 17,153 - 28,729 2,595 - - 106,181
322|Accrued Compensated Absences 8,159 - 6,254 - 11,662 - 7,633 - 33,708 10,753 - 28,748 - - - 73,209
331|Accounts Payable - HUD PHA Programs - - - - - - - - - 12,591 - 2,400 - - - 14,991
341|Tenant Security Deposits 18,615 - 20,275 - 18,150 - 25,080 - 82,120 - - - - - - 82,120
342|Deferred Revenues 6,634 - 4,114 - 14,479 - 19,267 - 44,494 - 32,007 - - - - 76,501
345|Other current liabilities - - - - 2,112 - - - 2,112 14,025 - - - - - 16,137
346|Accrued liabilities - other 13,378 - 11,923 - 10,544 - 5,974 - 41,819 8,604 - 4,537 - - - 54,960
347]Interprogram due to - - 2,207,958 - - - - - 2,207,958 1,404,992 - - 6,832 12,380 (3,632,162) -
310| Total Current Liabilities 162,963 - 2,290,863 - 100,095 - 118,773 - 2,672,694 1,476,168 32,007 68,749 9,427 12,380 (3,632,162) 639,263
353|Noncurrent Liabilities - Other 25,517 - 99,768 - 25,517 - 25,517 - 176,319 454,228 - 500,754 - - - 1,131,301
354|Accrued compensated Absenses - Non Current 1,440 - 1,104 - 2,058 - 1,347 - 5,949 1,898 - 5,073 - - - 12,920
350| Total Noncurrent Liabilities 26,957 - 100,872 - 27,575 - 26,864 - 182,268 456,126 - 505,827 - - - 1,144,221
300|Total Liabilities 189,920 - 2,391,735 - 127,670 - 145,637 - 2,854,962 1,932,294 32,007 574,576 9,427 12,380 (3,632,162) 1,783,484
508.4[Net investment in capital assets 1,286,079 - 1,378,157 - 775,747 - 1,207,529 - 4,647,512 22,596 - 38,215 - - - 4,708,323
511.4|Restricted Net Position - - - - - - - - - 737,541 - - - - - 737,541
512.4|Unrestricted Net Position 1,724,908 - (1,921,580) - 999,334 - 457,721 - 1,260,383 (960,848) - 1,191,996 - - - 1,491,531
513|Total Equity 3,010,987 - (543,423) - 1,775,081 - 1,665,250 - 5,907,895 (200,711) - 1,230,211 - - - 6,937,395
600| Total Liabilities and Equity 3,200,907 - 1,848,312 - 1,902,751 - 1,810,887 - 8,762,857 1,731,583 32,007 1,804,787 9,427 12,380 (3,632,162) 8,720,879

See independent auditor's report.
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Housing Authority of South Bend
FINANCIAL DATA SCHEDULE

For the year ended September 30, 2022

PHA: INO15 FYED: 9/30/2022
14.218 Community
Section 8 Resident Opportunity Development
AMP 1 AMP 1 AMP 2 AMP 2 AMP 3 AMP 3 AMP 4 AMP 4 Housing Choice and Supportive Block
Line ltem Operating Capital Fund Operating Capital Fund Operating Capital Fund Operating Capital Fund Voucher Program Central Office Services Grants/Entitlement

No. Account Description 14.850 14.872 14.850 14.872 14.850 14.872 14.850 14.872 Total Projects 14.871 2 State/Local Cost Center 14.870 Grants Elimination Total

70300|Net Tenant Rental Revenue 286,717 - 504,410 - 357,238 - 350,699 - 1,499,064 - - - - - - 1,499,064
70400 Tenant Revenue - Other 12,200 - 11,565 - 27,048 - 20,741 - 71,554 - - - - - - 71,554
70500] Total Tenant Revenue 298,917 - 515,975 - 384,286 - 371,440 - 1,570,618 - - - - - - 1,570,618
70600|HUD PHA Grants 970,748 688,303 897,638 1,154,382 1,316,918 1,041,009 529,382 451,793 7,050,173 15,973,554 - - 71,093 36,743 - 23,131,563
70610|HUD PHA Capital Grants - - - 75,646 - 90,506 - 30,957 197,109 - - - - - - 197,109
70710|Management Fee Revenue - - - - - - - - - - - 905,163 - - (905,163) -
70720|Asset Management Fee Revenue - - - - - - - - - - - 59,760 - - (59,760) -
70730|Bookkeeping Fee Revenue - - - - - - - - - - - 224,345 - - (224,345) -
70800|Other government grants - - - - - - - - - - 57,993 - - - - 57,993
71100]Investment Income - Unrestricted - - - - - - - - - 500 - 890 - - - 1,390
71400|Fraud recovery - - - - - - - - - 112,390 - - - - - 112,390
71500|Other revenue 148,519 - 9,609 - 43,028 - 52,190 - 253,346 708,815 - 72,216 - - - 1,034,377
70000|Total Revenue 1,418,184 688,303 1,423,222 1,230,028 1,744,232 1,131,515 953,012 482,750 9,071,246 16,795,259 57,993 1,262,374 71,093 36,743 (1,189,268) 26,105,440
91100|Administrative Salaries 118,659 - 102,178 - 96,096 - 72,583 - 389,516 345,175 - 701,787 - 34,132 - 1,470,610
91200]Auditing Fees 15,206 - 21,530 - 13,428 - 11,719 - 61,883 23,604 - 14,811 - - - 100,298
91300|Management Fee 98,105 53,191 115,106 90,194 88,913 46,253 85,153 41,628 618,543 286,620 - - - - (905,163) -
91310|Book-keeping Fee 11,452 - 13,436 - 10,379 - 9,940 - 45,207 179,137 - - - - (224,345) 1)
91400|Advertising and Marketing - - - - - - - - - - - 298 - - - 298
91500|Employee Benefit Contributions - Administrative 34,128 - 29,465 - 30,161 - 13,547 - 107,301 120,443 - 124,255 - 2,611 - 354,610
91600] Office Expenses 28,712 - 39,245 - 20,719 - 18,508 - 107,184 87,771 - 97,796 - - - 292,751
91700]Legal Expense 12,679 - 20,606 - 1,972 - 24,922 - 60,179 - - 14,037 - - - 74,216
91800] Travel 169 - - - - - - - 169 - - - - - - 169
91900|Other 9,660 26,995 5,033 31,341 6,955 24,508 1,621 21,485 127,598 108,395 - 37,370 - - - 273,363
92000|Asset Management Fee Expense 22,560 - - - 19,800 - 17,400 - 59,760 - - - - - (59,760) -
92100] Tenant services - salaries - - - - - - - - - - 20,505 - 54,128 - - 74,633
92300|Employee benefit contributions - tenant services - - - - - - - - - - 5,547 - 14,085 - - 19,632
92400] Tenant Services - Other - - - 6,000 - - - - 6,000 - 31,941 - - - - 37,941
93100|Water 60,435 - 97,800 - 64,804 - 31,052 - 254,091 - - - - - - 254,091
93200]Electricity 10,822 - 148,696 - 27,727 - 43,358 - 230,603 - - 496 - - - 231,099
93300|Gas 21,230 - 42,664 - 27,592 - 24,588 - 116,074 - - - - - - 116,074
94100]Ordinary Maintenance and Operations - Labor 172,720 - 128,169 - 159,440 - 101,134 - 561,463 - - - - - - 561,463
94200|OMO - Materials and Other 133,771 - 169,530 - 142,247 - 97,185 - 542,733 - - 3,133 - - - 545,866
94300|OMO - Contract Costs 252,662 529,087 256,403 536,358 831,257 698,031 110,018 249,261 3,463,077 - - 3,694 - - - 3,466,771
94500|Employee Benefit Contributions - Ordinary Maintenance 53,938 - 49,305 - 38,466 - 13,892 - 155,601 - - - - - - 155,601

See independent auditor's report.
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Housing Authority of South Bend

FINANCIAL DATA SCHEDULE

For the year ended September 30, 2022

PHA: INO15 FYED: 9/30/2022
14.218 Community
Section 8 Resident Opportunity Development
AMP 1 AMP 1 AMP 2 AMP 2 AMP 3 AMP 3 AMP 4 AMP 4 Housing Choice and Supportive Block
Line Item Operating Capital Fund Operating Capital Fund Operating Capital Fund Operating Capital Fund Voucher Program Central Office Services Grants/Entitlement

No. Account Description 14.850 14.872 14.850 14.872 14.850 14.872 14.850 14.872 Total Projects 14.871 2 State/Local Cost Center 14.870 Grants Elimination Total

95200 Protective Services - Other Contract Costs 243 - 52,101 - 215 - 364 - 52,923 - - - - - - 52,923
96110|Property Insurance 13,647 - 108,991 - 35,889 - 49,233 - 207,760 - - - - - - 207,760
96120|Liability Insurance 63,419 - 52,813 - 52,813 - 35,060 - 204,105 99,412 - 71,008 - - - 374,525
96130|Workmen's Compenasation 3,502 - 2,999 - 2,999 - 1,991 - 11,491 5,644 - 4,032 - - - 21,167
96140]All Other Insurance 4,928 - 3,214 - 4,071 - 6,642 - 18,855 - - - - - - 18,855
96200|Other General Expenses - 79,030 10,609 108,074 - 57,980 - 39,059 294,752 9,305 - - - - - 304,057
96210|Compensated Absences 8,290 - 10,906 - 12,322 - 10,678 - 42,196 18,509 - 34,069 2,880 - - 97,654
96400|Bad Debt - Tenant Rents 69,228 - 117,302 - 81,979 - 58,966 - 327,475 107,819 - - - - - 435,294
96900| Total Operating Expenses 1,220,165 688,303 1,598,101 771,967 1,770,244 826,772 839,554 351,433 8,066,539 1,391,834 57,993 1,106,786 71,093 36,743 (1,189,268) 9,541,720
97000|Excess Operating Revenue over Operating Expenses 198,019 - (174,879) 458,061 (26,012) 304,743 113,458 131,317 1,004,707 15,403,425 - 155,588 - - - 16,563,720
97100|Extraordinary Maintenance - - - 19,881 - 22,250 - - 42,131 - - - - - - 42,131
97300|Housing Assistance Payments - - - - - - - - - 15,033,663 - - - - - 15,033,663
97350|HAP Portability In - - - - - - - - - 600,481 - - - - - 600,481
97400|Depreciation Expense 206,827 - 44,633 - 96,717 - 123,105 - 471,282 19,711 - 6,660 - - - 497,653
90000] Total Expenses 1,426,992 688,303 1,642,734 791,848 1,866,961 849,022 962,659 351,433 8,579,952 17,045,689 57,993 1,113,446 71,093 36,743 (1,189,268) 25,715,648
10010|Operating transfers in - - 362,534 - 191,987 - 100,000 - 654,521 - - - - - 654,521 1,309,042
10020|Operating transfers out - - - (362,534) - (191,987) - (100,000) (654,521) - - - - - (654,521) (1,309,042)
10100] Total other financing sources (Uses) - - 362,534 (362,534) 191,987 (191,987) 100,000 (100,000) - - - - - - - -

Excess (deficiency) of total revenue over (under) total
10000|expenses (8,808) - 143,022 75,646 69,258 90,506 90,353 31,317 491,294 (250,430) - 148,928 - - - 389,792

See independent auditor's report.
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Housing Authority of South Bend

FINANCIAL DATA SCHEDULE

For the year ended September 30, 2022

PHA: INO15 FYED: 9/30/2022

14.218 Community
Section 8 Resident Opportunity Development
AMP 1 AMP 1 AMP 2 AMP 2 AMP 3 AMP 3 AMP 4 AMP 4 Housing Choice and Supportive Block
Line ltem Operating Capital Fund Operating Capital Fund Operating Capital Fund Operating Capital Fund Voucher Program Central Office Services Grants/Entitlement
No. Account Description 14.850 14.872 14.850 14.872 14.850 14.872 14.850 14.872 Total Projects 14.871 2 State/Local Cost Center 14.870 Grants Elimination Total

11020|Required Annual Debt Principal Payments - - - - - - - - - - - -
11030|Beginning Equity 3,023,587 (1,320,355) - 1,593,864 - 1,547,876 - 4,844,972 (316,490) 1,085,932 - 5,614,414
11040.1|Prior Period Adjustment of Interprograms 8,242 661,741 31,963 5,058 707,004 (702,355) (4,649) -
11040.2|CIP Writeoff (12,034) (103,477) (10,510) (9,354) (135,375) - (135,375)
11040.3|AR from IHCDA - 1,068,564 1,068,564
11040.4|CFP Hard Cost Transfer - 75,646 (75,646) 90,506 (90,506) 30,957 (30,957) - -
11040 Total 11040 Amoun (3,792) 633,910 (75,646) 111,959 (90,506) 26,661 (30,957) 571,629 366,209 (4,649) - 933,189
11040(Prior Period Adjustments, Equity transfer and correction of errors (3,792) 633,910 (75,646) 111,959 (90,506) 26,661 (30,957) 571,629 366,209 (4,649) - 933,189
11190]Unit Months Available 2,256 3,792 - 1,980 - 1,740 - 9,768 25,680 - - 35,448
11210|Number of Unit Months Leased 1,537 1,801 - 1,451 - 1,355 - 6,144 23,885 - - 30,029
11170|Administrative Fee Equity - - - - - - - - (938,252) - - (938,252)
11180|Housing Assistance Payments Equity - - - - - - - - 737,541 - - 737,541
11270|Excess Cash 1,637,973 (1,980,584) - 864,893 - 400,756 - 923,037 - - - 923,037
11620|Building Purchases - - 75,646 - 90,506 - 30,957 197,109 - - - 197,109

See independent auditor's report.
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PROGRAM
BUDGET

ADVANCES
Cash receipts - prior years
Cash receipts - current year
Cumulative as of September 30, 2022
COSTS
Prior years
Current year

Cumulative as of September 30, 2022
RECEIVABLE FROM HUD
SOFT COSTS

Prior years
Current year

Cumulative as of September 30, 2022
HARD COSTS

Prior years
Current year

Cumulative as of September 30, 2022
CUMULATIVE HARD AND SOFT COSTS

Housing Authority of South Bend

SCHEDULE OF CAPITAL FUND PROGRAM COSTS AND ADVANCES

For the year ended September 30, 2022

Emergency Emergency Emergency

501-19 501-20 501-21 501-22 501-20 501-21 501-22 Total
2,073,517 2,227,822 $ 2,312,670 $ 2,830,526 $ 620,330 103,461 122,076 $ 10,290,402
1,652,311 680,841 $ - $ $ 592,377 - - $ 2,925,529
421,206 1,491,447 1,608,048 16,377 72,989 - 3,610,067
2,073,517 2,172,288 1,608,048 608,754 72,989 - 6,535,596
1,717,506 699,019 - 592,377 - - 3,008,902
356,011 1,474,806 1,612,413 16,377 72,989 - 3,532,596
2,073,517 2,173,825 1,612,413 608,754 72,989 - 6,541,498
- 1,537 $ 4,365 $ $ - - - $ 5,902
1,354,797 601,906 $ - $ $ 592,377 - - $ 2,549,080
317,740 1,363,745 1,564,636 16,377 72,989 - 3,335,487
1,672,537 1,965,651 1,564,636 608,754 72,989 - 5,884,567
362,709 97,113 - - - - 459,822
38,271 111,061 47,777 - - - 197,109
400,980 208,174 47,777 - - - 656,931
2,073,517 2,173,825 $ 1,612,413 $ $ 608,754 72,989 - $ 6,541,498

See independent auditor's report.
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Housing Authority of South Bend
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the year ended September 30, 2022

Assistance
Federal Grantor/Pass-Through Grantor/ Listing Federal
Program or Cluster Title Number Expenditures
Direct from the U.S. Department of Housing and Urban
Development:
Public and Indian Housing 14.850 $ 3,714,686
Public Housing Capital Fund Program 14.872 3,532,596
Housing Voucher Cluster:

Housing Choice Voucher Program 14.871 15,973,554
Resident Opportunity and Supportive Services 14.870 71,093
Community Development Block Grant 14.218 36,743

TOTAL EXPENDITURES OF FEDERAL AWARDS $ 23,328,672

NOTE A: BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of the Housing Authority of South Bend and is presented on the accrual basis of
accounting. The information on this schedule is presented in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.
Therefore, some amounts presented in this schedule may differ from amounts presented in,
or used in the preparation of, the basic financial statements.

In accordance with HUD regulations, HUD considers the Annual Budget Authority for the
Section 8 Housing Choice Voucher Program ("HCV"), CFDA No. 14.871, to be an expenditure
for the purposes of this schedule. Therefore, the amount in this schedule is the total amount
received directly from HUD and not the expenditures paid by the Authority.

NOTE B: INDIRECT COST RATE
The Authority did not elect to use the 10-percent de minimis indirect cost rate.

NOTE C: SUB-RECIPIENTS
During the year ended September 30, 2022, the Authority had no sub-recipients.

NOTE D: NONCASH ASSISTANCE AND OTHER
The Authority did not receive any noncash assistance, federal loans, or federally funded
insurance during the year ended September 30, 2022.

See independent auditor's report.
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ﬁ BERMAN HOPKINS

CPAs & ASSOCIATES, LLP

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

Board of Commissioners
Housing Authority of South Bend
South Bend, Indiana

We have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the business-type activities of the Housing Authority of South Bend (the “Authority”),
as of and for the year ended September 30, 2022, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements, and have
issued our report thereon dated June 8, 2023.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Authority’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control. Accordingly, we do not express an opinion on the effectiveness of the
Authority’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses or significant deficiencies may exist that were not identified.
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Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are
free from 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 financial statements. 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 no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards.

Purpose of this Report

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

June 8,2023 Berman Foplins Whight & LaHam
Melbourne, Florida @Pﬂa and A ates, LID
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ﬁ BERMAN HOPKINS

CPAs & ASSOCIATES, LLP

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED
BY THE UNIFORM GUIDANCE

Board of Commissioners
Housing Authority of South Bend
South Bend, Indiana

Report on Compliance for the Major Federal Program
Opinion on the Major Federal Program

We have audited the Housing Authority of South Bend'’s (the “Authority”) compliance with the types
of compliance requirements described in the OMB Compliance Supplement that could have a direct
and material effect on the Authority’s major federal program for the year ended September 30, 2022.
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.

In our opinion, the Authority compiled, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on the major federal
program for the year ended September 30, 2022.

Basis for Opinion on the Major Federal Program

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 the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Our responsibilities under those standards and the Uniform Guidance are further described in the
Auditor’s Responsibilities for the Audit of Compliance section of our report.

We are required to be independent of the Authority and to meet our other ethical responsibilities,
in accordance with relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major federal program. Our audit does not provide a legal determination of
the Authority’s compliance with the compliance requirements referred to above
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Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules, and provisions of contracts of grant agreements
applicable to the Authority’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with
the compliance requirements referred to above occurred, whether due to fraud or error, and
express an opinion on the Authority’s compliance based on our audit. Reasonable assurance is
a high level of assurance but is not absolute assurance and therefore is not a guarantee that an
audit conducted in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance will always detect material noncompliance when it exists.
The risk of not detecting material noncompliance resulting from fraud is higher than for that
resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that,
individually or in the aggregate, it would influence the judgment made by a reasonable user of the
report on compliance about the Authority’s compliance with the requirements of each major
federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government
Auditing Standards, and the Uniform Guidance, we:

o Exercise professional judgment and maintain professional skepticism throughout the
audit.

¢ Identify and assess the risks of material noncompliance, whether due to fraud or error,
and design and perform audit procedures responsive to those risks. Such procedures
include examining, on a test basis, evidence regarding the Authority’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances.

e Obtain an understanding of the Authority’s internal control over compliance relevant to the
audit in order to design audit procedures that are appropriate in the circumstances and to
test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
Authority’s internal control over compliance. Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among other

matters, the planned scope and timing of the audit and any significant deficiencies and material
weaknesses in internal control over compliance that we identified during the audit.
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Report on Internal Control Over Compliance

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 internal
control over compliance is a deficiency, or a 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 by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor's Responsibilities for the Audit of Compliance section above and was not designed to
identify all deficiencies in internal control over compliance that might be material weaknesses or
significant deficiencies in internal control over compliance. Given these limitations, during our
audit we did not identify any deficiencies in internal control over compliance that we consider to
be material weaknesses, as defined above. However, material weaknesses or significant
deficiencies in internal control over compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

June 8,2023 Berman Foplins Whight & LaFam
Melbourne, Florida @Pﬂa aud 4 ates., 1‘4;;
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Housing Authority of South Bend
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

September 30, 2022

A. SUMMARY OF AUDITOR’S RESULTS

Financial Statements
Type of auditor’s report issued: Unmodified

Internal control over financial reporting:
Material weakness identified? No
Significant deficiency identified? None reported

Noncompliance material to financial statements noted? No

Federal Awards
Internal control over major program:
Material weakness identified? No
Significant deficiency identified? None reported

Type of auditor’s report issued on compliance for major program:
¢ Housing Voucher Cluster - Unmodified
There are no audit findings that are required to be reported in accordance with 2 CFR 200.516(a).
The programs tested as major programs are as follows:
e Housing Voucher Cluster
The threshold for distinguishing types A and B programs was $750,000

Did the auditee qualify as a low-risk auditee? No

B. FINDINGS - FINANCIAL STATEMENTS AUDIT

None

C. FINDINGS — FEDERAL AWARDS PROGRAMS AND QUESTIONED COSTS

None
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Housing Authority of South Bend
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

September 30, 2022

SUMMARY OF PRIOR YEAR FINDINGS

2021-001 Allowability - Cash Coverage
Material Noncompliance
Repeated in part from 2020 audit (see prior year Finding No. 2020-003)

Condition: The Authority does not have sufficient cash in the HCV program to cover the
HAP restricted net position (“RNP”) as well as an amount due to HUD for interest, which
results in a shortfall of $697,607. Total cash in the HCV program of $895,080 is insufficient
to cover the FSS escrow liability of $138,276, HAP RNP of $1,439,772 and accrued
interest owed to HUD of $14,639 totaling $1,592,687.

Auditor Recommendations: The Authority should set aside enough cash to cover the HAP
restricted net position.

Current Year Status: Cleared.

2021-002 Eligibility

Public and Indian Housing Program - CFDA 14.850

Significant Deficiency in Internal Control

Other Matter to Reported Under the Uniform Guidance

Repeated in part from 2020 audit (see prior year Finding No. 2020-005)

Condition: Out of an approximate population of 650 tenants, 40 tenant files were tested
and the following deficiencies were noted:

e One file had an late annual recertification,

e Two files were missing birth certificates for dependents,

¢ One file had income calculation errors,

e One recertification was missing all permanent documentation.

Auditor Recommendations: The Authority should continue to train staff on the established
procedures and controls in place to ensure full compliance in regards to eligibility. The
Authority needs to correct the deficiencies noted in the tested files and consider the impact
to the rest of the population of tenant files that were not selected as part of the auditor’s
sample.

Current Year Status: Cleared.
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Housing Authority of South Bend
SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

September 30, 2022

SUMMARY OF PRIOR YEAR FINDINGS (continued)

2021-003 Special Tests and Provisions - Housing Quality Standard (HQS) Failed Inspections

Housing Voucher Cluster

Significant Deficiency in Internal Control

Other Matter to Reported Under the Uniform Guidance

Repeated in part from 2020 audit (see prior year Finding No. 2020-008)

Condition: The Authority was not able to provide supporting documentation providing
evidence that units which failed inspection were reinspected in a timely manner.

Auditor Recommendations: The Authority should make sure that failed HQS
inspections are properly documented on the inspection report, and done within the
required time frame or are properly abated. If the Authority does not reperform the
inspection within the required time frame and does not abate the HAP payment,
the Authority should document the reason in order to determine if it was
reasonable. Also, the Authority should assure that all critical repairs for life
threatening deficiencies are completed within 24 hours.

Current Year Status: Cleared.
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