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MC Cauley lc 0 las & Company, LLC  The Solution Is One Good Move Away

/ . Certified Public Accountants & Advisors
e independent Auditors’ Report

Board of Commissioners
The Housing Authority of
the City of New Albany
New Albany, Indiana 47150

We have audited the accompanying financial statement of the Housing Authority of the City of
New Albany as of and for the year ended March 31, 2007, as listed in the table of contents.
These financial statements are the responsibility of the Housing Authority of the City of New
Albany's management. Qur responsibility is fo express an opinion on these financial statements
based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Governmental
Auditing Standards issued by the Coniroller 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. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the 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 provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Housing Authority of the City of New Albany as of March 31, 2007,
and the results of its operations, changes in equity and cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

The Management’s Discussion and Analysis on pages 3 through 9 is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which 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 express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report dated
October 23, 2007, on our consideration of the Housing Authority of the City of New Albany’s
internal control over financial reporting and on our tests of its compliance with certain provisions
of laws, regulations, contracts, and grants. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be read in conjunction with this report in
considering the results of our audit.
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Our audit was conducted for the purpose of forming an opinion on the basic financial
statements, taken as a whole. The accompanying Financial Data Schedule on pages 21

through 25 are presented for purposes of additional analysis and are not a required part of the
financial statements. The accompanying schedule of expenditures of federal awards on page 18
is presented for purposes of additional analysis as required by U.S. Office of Management and
Budget Circular A-133, “Audits of States, Local Governments, and Non-Profit Organizations,”
and is also not a required part of the basic financial statements. Such information has been
subjected to the auditing procedures applied in the audit of the basic financiai statements and,
in our opinion, is fairly stated, in all material respects, in relation to the basic financial
statements, taken as a whole.

Mealaukss, Mecrlia e Grefaamy,zec

McCauley, Nicolas & Company, LLC
Certified Public Accountants

Jeffersonville, indiana
" QOctober 23, 2007



~ HOUSING AUTHORITY OF THE CITY OF NEW ALBANY

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
March 31, 2007

The Housing Authority of the City of New Albany management's discussion and analysis of the
Housing Authority of the City of New Albany’s financial statements includes a narrative overview
and discussion of the financial activities of the Housing Authority of the City of New Albany for
the year ending March 31, 2007.

FINANCIAL HIGHLIGHTS

s The Authority’s assets exceeded its liabilities by $19,941,340 at the close of the fiscal
year ended March 31, 2007. Net Assets are categorized as follows:

v Unrestricted assets of $5,801,528 may be used to meet the Authority’s ongoing
obligations to citizens and creditors.

v Restricted assets, $160,255 Section 8 dollars, will be used for providing housing
per HUD regulations.

v The remainder of $13,979,557 represents the net amount invested in land,
building, furnishings, equipment, and remodeling construction.

« Total net assets decreased 1.78% due to accumulated depreciation that decreased the
value of underlying assets.

s Total revenues decreased $1,274,179 due to receipt of fewer dollars in Capital Funds
(HUD contributions for capital improvements and for operations).

e Total expenses decreased 3.4% due to implementation of the stricter standards and
efficiencies of Project Based Management.

OVERVIEW OF THE FINANCIAL STATEMENTS

This MD&A is intended to serve as an introduction to the Authority’s basic financial statements.
The Authority is a special purpose government engaged in business-type activities. Accordingly,
only fund financial statements are presented as the basic financial statements, comprised of two
components: (a) fund financial statements and (b) a series of notes to the financial statements.
These provide information about the activities of the Authority as a whole and present a longer-
term view of the Authority’s finances. This report also contains other supplemental information in
addition to the basic financial statements themselves demonstrating how projects funded by
HUD have been completed.

REPORTING ON THE AUTHORITY AS AWHOLE

The Statement of Net Assets and the Statement of Revenues, Expenses, and Changes in Net
Assets, and Statement of Cash Flows report information about the Authority as a whole and
about its activities in a format that helps the reader assess the result of operations for fiscal year
2007. Each statement is a condensed presentation of sources of funding and major activities.
These statements include all assets and liabilities using the accrual basis of accounting, which
is similar to the accounting used by most private-sector companies. All of the current year's
revenues and expenses are taken into account regardless of when cash is received or paid.



FUND FINANCIAL STATEMENTS

All of the funds of the Authority are reported as proprietary funds. A fund is a grouping of related
accounts that is used to maintain control over resources that have been segregated for specific
activities or objectives. The Authority, like other enterprises operated by state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related
legal requirements.

The Authority’s financial statements report its net assets and changes in them. One can think of
the Authority's net assets — the difference between assets and liabilities — as one way to
measure the Authority’s financial health, or financial position. Over time, increases and
decreases in the Authority’s net assets are one indicator of whether its financial health is
improving or deteriorating. One will need to consider other non-financial factors, however, such
as the changes in the Authority’s occupancy levels or its legal obligations to HUD, to assess the
overall health of the Authority.

USING THIS ANNUAL REPORT

The Authority’s annual report consists of financial statements that show combined information
about the Authority’s most significant programs, the Low Rent Housing Program, Section 8
Housing Choice Voucher Program, Public Housing Capital Fund Program, Resident Opportunity
Self- Suffzmency, Nonfederal, and Valley View Court.

The Authority's auditors provided assurance in their independent auditors’ report located
immediately preceding the MD&A, that the basic financial statements are fairly stated. The
auditors provide varying degrees of assurance regarding the other information included in this
report. A user of this report should read the independent auditors’ report carefully to determine
the level of assurance provided for each of the other parts of this report.

REPORTING THE AUTHORITY’S MOST SIGNIFICANT PROGRAMS

The Authority’s financial statements provide detailed information about the most significant
programs. Some funds are required to be established by the Department of Housing and Urban
Development (HUD). However, the Authority establishes other funds to help it control and
manage money for particular purposes, or to show that it is meeting legal responsibilities for
using grants and other money.

The following analysis is provided to 1) assist the reader of our financial statements and 2)
describe the programs and services that the Authority provides for the residents of the Authority.

LOW INCOME PUBLIC HOUSING

The Authority owns approximately 1,083 units in developments in the City of New Albany. The
1,083 units owned by the Authority consist of elderly/disabled and family units. The Authority is
responsible for the management and maintenance for alf units and sites and certain utilities. On
an annual basis, the Authority submits a request for funding known as the Calculation of
Operating Fund Subsidy. The basic concept of the Calculation of Operating Subsidy is that the
Authority has an Allowable Operating Expense Level, Allowable Utilities Expenses Level, and
Audit Cost that becomes the Authority’s Total Allowable Expenses. HUD will fund a portion of
the difference between the Total Allowable Expenses and the amount of rents that the Authority
can charge their tenants based upon HUD eligibility calculation.




SECTION 8 HOUSING CHOICE VOUCHER PROGRAM

This grant program provides rental assistance to help extremely low and low-income families
afford decent, safe, and sanitary rent housing. Qualifying tenants have their income analyzed
utilizing HUD’s guidelines and their rents are assessed accordingly. The Authority receives a
fixed amount of budget authority on an annual basis to assist families. The Authority had
approval and funding for 408 vouchers during the year ended March 31, 2007.

CAPITAL FUND PROGRAM

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

RESIDENT OPPORTUNITY AND SELF-SUFFICIENCY

HUD awards this grant program on a competitive basis. Award periods vary with some lasting
as long as.three years. The purpose of this grant is to provide services to tenants that will assist
them with everyday activities and enhance their life experiences.

NON-FEDERAL FUNDS

These are grants awarded to the Authority by sources other than HUD. These grants were
researched and applied for by the Authority and funds are intended to provide services for
residents that were not funded under the HUD program.

VALLEY VIEW COURT

Valley View Court consists of 40 homes located in a subdivision in New Albany, indiana. For
many years the property functioned as a stand-alone entity, although the Authority wholly
owned i. ) ‘

The Authority has project based 40 of their vouchers allowed by HUD. Rents are calculated at
fair market value.

The homes of Vailey View Court were acquired in the 1930’s as the original properties of the
Authority. The homes and improvements were fully depreciated before inclusion in these
financial statements. The book value shown reflects original land value and recent
improvements.



~ AUTHORITY-WIDE CONDENSED FINANCIAL STATEMENTS

STATEMENT OF NET ASSETS
CURRENT AND OTHER ASSETS 2007 2006 Change
Cash - $ 1,519,590 $ 936,149 $ 583,441
Other current assets 5,307,250 5,150,073 157,177
Property and equipment (net) 13,979,557 15,097,835 (1,118,278)
TOTAL ASSETS 20,806,397 21,184,057 $ (377,660)
LIABILITIES -
Accounts Payable $ 336,376 $ 458,185 $ (121,809)
Other current liabilities 528,681 423,809 104,872
TOTAL LIABILITIES 865,057 881,994 (16,937)
NET ASSETS
Net investment in capital assets 13,979,657 15,097,835 (1,118,278)
Unrestricted 5,801,528 5,204,228 597,300
Restricted’ ‘ 160,255 - __ 160,255
TOTAL NET ASSETS 19,941,340 20,302,063 (360,723)

TOTAL LIABILITES AND NET ASSETS  $20,806.397 $21,184.057 $ (377.660)

MAJOR FACTORS AFFECTING THE STATEMENT OF NET ASSETS
Net Assets is preéented in conformity with GASB 34.

Total assets were $20,806,397 and $21,184,057 at March 31, 2007 and March 31, 2006,
respectively, representing a decrease of $377,660. The decrease in net capitalized assets was
due to accumulated depreciation. Depreciation expense ($1,845,921) is recorded to recover the
cost of assets over a specified period of time and reduces the carrying value of the underlying
asset. Depreciation does not affect the cash flow of operations.

Cash and current assets increased $740,618, despite a drop in revenue, which may be due to
management’s implementation of the business philosophies promoted by project-based
management that result in savings through improved administrative efficiency.

The decrease in current liabilities, $16,937, was due to accrued expenses and timing
differences in various payroll related accounts.

Net Assets is presented in conformity with GASB 34. Net Assets were $19,941,340 and
$20,302,063 at March 31, 2007 and March 31, 20086, respectively, representing a decrease of
$360,723 (1.78%). The change in Net Investment in Capital Assets is the largest factor
contributing to the decrease and explanation can be found in the Statement of Capital Assets.

The component Unrestricted Net Assets increased by $587,300. This component represents
funds that can be used to meet future obligations.



MAJOR FACTORS AFFECTING THE STATEMENT OF NET ASSETS—Continued

Restricted Net Assets increased by $160,255. These dollars represent funds available to house
Section 8 participants. HUD regulations identify these funds as Housing Assistance Payments
and as such are subject to restrictions of use.

STATEMENT OF AGENCY WIDE REVENUES, EXPENSES, AND CHANGES IN NET ASSETS

STATEMENT OF REVENUES

Source 2007 2006 Change
Tenant Revenue $1,974,816 $ 1,845,311 $ 129,505
HUD Operating Grants 6,320,008 6,641,075 (321,067)
Capital Grants 631,439 1,671,605 (1,040,166)
Other Income 254,578 297,026 (42,448)
Total Revenues $9,180.841 $10,455,017 $(1,274,176)

The decrease in revenue for the year ended March 31, 2007 is mainly attributable to the
difference in capital funds available for utilization ($1,040,166). These capital fund dollars are
used for assets that are capitalized and depreciated over time. Prior year funding was greater due
to the Administration Building project.

Capital Fund money is comprised of two components, capitalized money and expendable (a
component of HUD Operating Grants) money, $631,439 and $503,869, respectively. During the
year ended March 31, 2007, the Authority received Capital Fund operating grant money of
$503,869 compared to $991,066 received in the prior year. This change represents a decrease of
49.16%. '

The current year decrease in HUD Operating Grants of $321,067 is comprised of various
components. As stated above, the Capital Fund money decreased and the Housing Choice
Voucher program decreased $9,489 while the ROSS grant and the Low Rent Public Housing
program increased $114,549 and $61,070, respectively, over prior fiscal year.

Significant sources of other income for the year ended March 31, 2007, were $132,657 in interest
income and $51,266 of non-federal funds.

STATEMENT OF EXPENSES
Activity 2007 2006 Change
Administrative $1,183,231 $1,191,763 $ (8,532)
Tenant Services 278,787 189,493 89,294
Utilities 1,166,990 1,164,584 2,406
Maintenance 2,023,961 2,141,642 (117,681)
Housing Assistance Payment 2,079,498 2,131,068 (51,570)
Depreciation 1,845,921 1,781,973 63,948
Protective Services 143,963 272,261 (128,298)
General Expenses 811,772 987,120 (175,348)
Extraordinary Maintenance 7,441 20,931 (13,490)
Total Expenses - $9,541,564 $9,880,835 $ (339.271)



STATEMENT OF EXPENSES—Continued

The total decrease in operating expense was $339,271, a 3.4% decrease.

Tenant Services increased $89,294 due to increased salary expense for administration of Youth
Grants received in ROSS.

Decreases in administrative and maintenance expenses totaling $126,213 can be attributed fo
efficient management practices promoted by project-based management.

The decrease in Housing Assistance Payments from HUD is aitributable fo an adjustment in the
Authority’s receipts in the Section 8 program for the fiscal year.

Depreciation expense increased due to a full year allocation for the Administration Building and
its contents and various Capital Fund projects. The second year of depreciation for all assets is
double the first year expense as our capitalization policy calls for first and last year depreciation
at fifty percent of the allowable expense. Also, additional assets were added during this fiscal
year that further increased depreciation expense.

Prior year Protective Services expense reflected the implementation of additional fixed security
measures at the new administration building and other sites. Current year expense does not
include any similar large dollar items.

General expenses include various categories of expense such as insurance, contract expense,
office supplies, employee training, all reflecting decreased expense despite rising costs from
providers and agency need for training due the requirements of HUD mandated project based
management. . ‘

The decrease of revenue and expense resulted in a deficiency of operating revenue under
expenses of $360,723 compared to prior year excess of aperating revenue over expenses of
$574,182. This turn around is largely due to fewer dollars received in Capital Funds as explained
in the Statement of Revenues section.

STATEMENT OF CAPITAL ASSETS

Source ' 2007 ) 2006 Change
Land : $ 598,285 $ 598,285 $ -
Buildings ' 31,986,188 31,447,073 539,115
Equipment-dweiling 720,239 591,427 128,812
Equipment-administration 2,063,819 2,042,394 21,425
Leasehold improvements 6,669,461 6,667,544 1,917
Accumulated depreciation (28,058,435) (26,248,888) (1.809,547)
Total $13,979,557 $15,097.835 $(1,118,278)



STATEMENT OF CAPITAL ASSETS—Continued

Capital Assets increased $691,269 without the implication of accumulated depreciation. Buildings
and Dwelling Equipment increased due to various improvements including the gas line project. At
Mark Eirod Tower, substantial improvements were made, including roof improvements, a
generator overhau! and fire alarm installation. There was an increase in Equipment-
Administration because furniture and office equipment were purchased for use in the new
building. The difference in the accumulated depreciation account was due to the net effect of
current year depreciation expense, purchases of new equipment, and writing off the accumulated
depreciation of obsolete and/or disposed equipment. The net effect is a decrease to capital
assets of $1,118,278.

LONG TERM DEBT

The Authority had no long-term debt outstanding at March 31, 2007.

ECONOMIC FACTORS

The Authority is primarily dependent upon HUD for the funding of operations; therefore, the
Authority is affected more by Federal budget than by local economic conditions. The amount that
each local housing agency is eligible to receive to cover the gap between public housing rent
revenues and operating costs is set by a federal formula. If Congress has failed to provide
sufficient funding to cover the full subsidies that we are eligible for under the formula, the agency
must find a way to raise revenue, cut costs, or tap other resources fo make up for the shortfall.
Funding for the fiscal year ended March 31, 2007 was at 83.6%.

This fiscal year saw a partial conversion to the asset management program. The key elements of
the program can be found in PIH Notice 2006-14. While the asset management does not change
our mission, it is designed to give us new tools to manage our resources more efficiently. We
anticipate further cuts in funding but fully expect that more effective use of our resources will
mitigate the negative effect on our residents.

Significant economic factors affecting the Authority are as follows:

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

e Local labor supply and demand, which can affect salary and wage rates.
Local inflationary, recessionary and employment trends, which can affect resident
incomes and therefore the amount of rent income.

¢ Income inflationary pressure on utility rates, supplies, and other costs.

CONTACTING THE AUTHORITY'S FINANCIAL MANAGEMEMT

Questions concerning any of the information provided in this report or request for additional
information should be addressed to:

Mr. Robert Lane, Executive Director
Housing Authority of the City of New Albany
P.O. Box 11

-New Albany, Indiana 47150



THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

STATEMENT OF NET ASSETS - PROPRIETARY FUND
March 31, 2007

See notes to financial statements.
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, : ASSETS
CURRENT ASSETS
Cash ‘ $ 1,519,590
Cash - tenants' escrow account 73,687
Accounts receivable - HUD 149,952
Accounts receivable - miscellaneous 67,608
Accounts receivable - tenants, net 4473
Accounts receivable - fraud recovery, net 25,378
Certificates of deposit - unrestricted 4,879,352
Prepaid expenses and other assets 2,787
Inventory - materjals and supplies 104,013
TOTAL CURRENT ASSETS 6,826,840
PROPERTY AND EQUIPMENT
Land 598,285
Buildings 31,986,188
Furniture, equipment and machinery - dwellings 720,239
Furniture, equipment and machinery - administration 2,063,819
Leasehold improvements 6,669,461
42 037,992
Less accumulated depreciation (28,058,435)
Property and equipment, net 13,979,557
TOTAL ASSETS $ 20,806,397
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Bank overdraft 5 85,333
Accounts payable 289,974
Accounts payable - other government 46,402
Tenant security deposits 162,299
Deferred revenue. 47,648
Accrued expenses 159,104
Other liabilities 74,297
TOTAL CURRENT LIABILITIES 865,057
NET ASSETS |
Invested in capital assets 13,879,557
Unresftricted net assets 5,801,528
Restricted net assets 160,255
TOTAL NET ASSETS 19,841,340
TOTAL LIABILITIES AND NET ASSETS $ 20,806,397




THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

STATEMENT OF REVENUE, EXPENSES AND CHANGES IN NET ASSETS-
PROFPRIETARY FUND
for the year ended March 31, 2007

OPERATING REVENUE

Tenant revenue $ 1,074,816
HUD PHA operating grants 6,320,008
Fraud recovery 8,030
Other revenue 120,331
.oss on disposal of fixed assets (6,440)
TOTAL OPERATING REVENUE 8,416,745 -
OPERATING EXPENSES
Administration 1,183,231
Tenant service : - 278,787
Utilities _ 1,166,990
Ordinary maintenance and operations 2,023,961
Protective services 143,983
General expenses 811,772
Housing assistance payments 2,072,498
Depreciation expense 1,845,921
TOTAL OPERATING EXPENSES 9,534,123
Operating loss (1,117,378)
NONOPERATING REVENUE (EXPENSE)
interest revenue . 132,657
Extraordinary maintenance and
casualty losses (7.441)
TOTAL NONOPERATING REVENUE 125,216
Loss before capital fund grant (992,162)
Capital fund grant 631,439
CHANGE IN NET ASSETS {360,723)
Net assets, beginning of year 20,302,063
Net assets, end of year $ 19,941,340

See notes to financial statements.
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

STATEMENT OF CASH FLOWS -PROPRIETARY FUND

for the year ended March 31, 2007
OPERATING ACTIVITIES

Cash received from tenants $ 2,016,283
HUD PHA grants 6,906,176
Interest earned 132,657
Other cash received 140226
9,195,342
Administrative expenses 1,186,018
Tenant service 278,787
Utilities 1,166,290
Ordinary maintenance and operating 2,086,637
Protective services 143,963
General expenses 806,439
Extracrdinary maintenance 7,441
Housing assistance payments 2,087,773
7,774,048
Net cash provided by operating activities 1,421,284
INVESTING ACTIVITIES '
Purchase of property and equipment (734,083)
Purchase of certificates of deposit {128,554)
Net additions to tenants’ escrow account (18,275)
Nat cash used by investing activities (880,912}
Net increase in cash 540,382
OPERATING CASH AND CASH EQUIVALENTS
Beginning of year 893,875
End of year $ 1,434,257
OPERATING ACTIVITIES :
Change in net assets $ (360,723)
Adjustment to reconcile change in net assets to
net cash provided by operafing activities:
Depreciation expense 1,845,921
Bad debt expense 62,682
L oss on disposal of equipment 6,440
(Increase) decrease in:
Tenants' accounts receivable (64,502)
Accounts receivable - HUD (8,587)
Accounts receivable - fraud recovery (9,319)
Accounts receivable - miscellaneous 21,184
Prepaid expenses and other assets (2,787)
Inventory - materials and supplies {9,019)
Increase (decrease) in:
Accounts payable (90,458}
Accounts payable - HUD (36,684)
Accounts payable - other government 5,333
Tenant security deposits 26,520
Deferred revenue 16,767
Accrued expenses (654)
Other liabilities 19,180
Net cash provided by operating activities $ 1,421,294
* Cash reconclliation as reported on the Statement of Net Assets:
Cash $ 1,519,590
Bank Overdraft (85,333}
$ 1,434,257

See notes to financial statements.
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

NOTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

This summary of significant accounting policies of the Housing Authority of New Albany (the
“‘Authority”) is presented to assist in understanding the Authority’s financial statements. The
financial statements and notes are representation of the Authority’s management, who is
responsible for their integrity and objectivity. These accounting policies conform to accounting
principles generally accepted in the United States of America and have been consistently
applied in the preparation of the financial statements.

Nature of Operations

The Authority, a nonprofit organization, is organized under the laws of the State of Indiana for
the purpose of engaging in the development and administration of low-rent housing programs.
The Authority owns and operates 1,083 public housing units and administers 408 Section 8
units under Annual Contributions Contract C-912 in New Albany, Indiana.

Reporting Entity

In evaluating the Authority as a reporting entity, management has addressed its relationship with
the City of New Albany and concluded that the City does not maintain an oversight responsibility
for the Authority’s operations. An independent Board of Commissioners, appointed by the City, is
responsible for the activities of the Authority. The Authority recruits and employs its executive staff
and has substantial legal authority to control its affairs without requiring approval of the City
government. Debt incurred by the Authority is not an obligation of the City; the City does not
review or approve the Authority’s budget; is not entitled to any surplus funds generated by the
Authority’s operations; and is not responsible for any deficits incurred by the Authority.
Consequently, in accordance with the criteria set forth in Section 2100 and 2600 of the
Governmental Accounting Standards Board Codification, management has concluded that the
Housing Authority of the City of New Albany is a separate reporting entity.

Basis of Presentation

All of the Authority’s programs are accounted for as one business-type activity for financial
reporting purposes. This financial statement presentation provides an indication of the financial
performance of the Authority as a whole. Enterprise designations are used to account for
aciivities (a) which are financed with debt that is solely secured by pledge of the net revenues
from fees and charges of the activity; (b) which are governed by laws or regulations that require
that the activity’s costs of providing services be recovered with fees and charges, rather than
taxes or similar revenues; or (c) that the pricing policies of the activity establish fees and
charges designated to recover its cosis.

In accordance with Governmental Accounting Standards Board (GASB) Statement 20,
Accounting and Financial Reporting for Proprietary Funds and Other Governmerntal Entities
That Use Proprietary Fund Accounting, the Authority’s proprietary funds follow all GASB
pronouncements and those Financial Accounting Standards Board Statements and
Interpretations, Accounting Principles Board Opinions, and Accounting Research Bulletins that
were issued on or before November 30, 1989, except those that conflict with or contradict a
GASB pronouncement.

13



THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

" NOTES TO FINANCIAL STATEMENTS—Continued
March 31, 2007

NOTE 1—SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES—Continued

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, if any) 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.

Cash Equivalents
The Authority considers all short-term investments with an original maturity of three months or
less to be cash equivalents. There were no cash equivalents at March 31, 2007.

Allowance for Doubfful Accounts

The Authority uses the allowance for bad debts method of valuing doubtful accounts receivable
which is based on historical experience, coupled with a review of the current status of existing
receivables. The allowance for doubtful accounts was $40,270 for accounts receivable —
tenants. The allowance for doubtful accounts was $25,378 for accounts receivable — fraud
recovery. '

Inventories
Inventories, consisting of materials and supplies, are stated at the lower of cost or market,
reported on a first-in, first-out basis.

Property and Equipment
Property and equipment are stated at cost. Maintenance and repairs are charged to expense as

incurred: renewals or betterments are capitalized. Gain or loss on retirements and disposition of
assets is credited or charged to operations, and respective costs and accumulated depreciation
are eliminated from the accounts.

Depreciation is provided on the basis of the estimated useful lives of the assets using the
straight-line method. The estimated useful lives are 10 - 30 years for building and improvements
and 5 - 10 years for building equipment, furniture, maintenance equipment and miscellaneous
assets.

Revenue and Expenses
Revenue from rentals is recorded as earned over the life of the lease, and expenses are

charged against such revenue as incurred without regard to the date of receipt or payment of
cash. _
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

NOTES TO FINANCIAL STATEMENTS—Continued
March 31, 2007

NOTE 2—CASH DEPOSITS

In March 2003, the GASB issued Statement No. 40 “Deposits and investment Risk Disclosures,”
which is effective for periods beginning after June 15, 2004. Risk disclosures in previous
financial statements (under the provisions of GASB Statement No. 3) focused only on custodial
credit risk. GASB Statement No. 40 not only addresses custodial credit risk but other common
areas of investment risk as well, including interest rate risk, credit risk, and concentration of
credit risk.

A. Custodial Credit Risk

Custodial credit risk for deposits and investments is the risk that, in the event of failure by a
financial institution, the Authority may not be able to recover the value of its deposits and
investments or collateral securities that are in the possession of the financial institution.
Statutes authorize the Authority to invest in certificates of deposit, money market funds,
United States government securities and repurchase agreements fully collateralized by
United States government securities. All cash and investments are insured up to $100,000
by the Federal Deposit Insurance Corporation (FDIC) or other equivalent insurance
company of depository financial institutions. The deposits exceeding the insured or
registered limits are collateralized with securities held by the Authority’s financial institution.

B. Interest Rate Risk

Interest rate risk is the risk that changes in interest rates of investments will adversely affect
the fair value of an investment. The Autherity’s investment policy limits investments to
provide the optimum return on the investment consistent with the cash management
program of the Authority.

Investments are made based upon prevailing market conditions at the time of the
transaction. The Authority reviews its cash and investment needs in order to maintain
adequate liquidity to meet its cash flow needs. Investments will typically be limited to
securities maturing in periods of up o one year, or such lesser period that coincides with.
expected disbursements by the Authority. '

C. Credit Risk

Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its
obligations. Investments are made under the ‘prudent investor' standard to ensure that (a)
due diligence is exercised in accordance with State law, (b) any negative deviations are
reported timely and (c) reasonable action is taken to control any adverse developments.
The Authority's investment policy requires investment in instruments authorized by HUD
Notice PiIH 95-27. '
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

NOTES TO FINANCIAL STATEMENTS—Continued
March 31, 2007

NOTE 2—CASH DEPOSITS—Continued

D. Concentratioh of Credit Risk

The Authority’s investment policy requires diversification of the overall portfolio to eliminate
the risk of loss resulting from an over-concentration of assets in a specific maturity, a
specific issuer and/or a specific class of securities.

The carrying value of cash and certificates of deposit owned at March 31, 2007 was
$1,434,257 and $4,879,352, respectively. The bank balance of cash and certificates of
deposit owned at March 31, 2007 was $1,613,005 and $4,879,352, respectively.

NOTE 3—PROPERTY AND EQUIPMENT

The following is the detail of property and equipment transactions during the year ended
March 31, 2007:

Balance Balance
3/31/06 Additions Disposals 3/31/07
Land $ 598,285 § - § - $ 598285
Buildings 31,447,073 539,115 - 31,086,188
Furniture, equipment and
machinery — dwellings 591,427 171,626 (42,814) 720,239
Furniture, equipment and
machinery — administration 2,042,394 21,425 - 2,063,819
Leasehold improvements 6,667,544 1,917 - 8,669,461

$41,346.723 $734.083 $(42,814) $42,037,992
Total depreciation expense for the year ended March 31, 2007 was $1,845,921.

NOTE 4—RETIREMENT PLAN

The Authority has a non-contributory retirement plan which covers substantially all employees
and is approved by the Department of Housing and Urban Development. Monthly premiums are
based on a percentage of participants' annual salaries. Total expense under the plan was
$186,739 for the year ended March 31, 2007, and is included within Administrative Expenses in
the Combined Statement of Revenue and Expenses.

The Authority also has a 457(b) deferred compensation plan. Eligible employees may contribute
a portion of their annual salary to the plan. The Authority may, but is not required, fo make
matching contributions on behalf of eligible employees. As of March 31, 2007, the Authority had
made no contributions to the plan.
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

NOTES TO FINANCIAL STATEMENTS—Continued
March 31, 2007
NOTE 5—COMPENSATED ABSENCES

Regular full and part-time employees receive Paid Time Off (PTO) based upon length of
employment. PTO benefits accumulate and can be carried forward to successive years.
Accordingly, at March 31, 2007, a liability of $88,336 has been recorded for accrued

compensated absences and is included in accrued expenses in the financial statements.

NOTE 6—INCOME TAXES

The Authority has qualified with the Internal Revenue Service and the Indiana Department of
Revenue as a tax-exempt organization for income tax purposes and, accordingly, there is no
provision in the financial statements for federal or state income taxes.

NOTE 7—MAJOR FUNDING SOURCE

The Authority is substantially funded by Federal awards. Management does not anticipate any
material change in funding.
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
) New Albany, Indiana

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

for the year ended March 31, 2007

Federal
CFDA Federal
Federal Grantor/Pass-Through Grantor/Program Number _ Expenditures
Title
U.S. Department of Housing and Urban
Development:
Low Rent Public Housing 14.850 $3,239,695
Resident Opportunity and Supportive Services 14.864 232,942
Section 8 Housing Choice Vouchers 14.871 2,343,502
Public Housing — Capital Fund Program
Operating Grant Funds 14.872 $ 503,869
Capital Grant Funds 14.872 631,439
1,135,308
$6.951.447

Basis of Presentation

The above schedule of expenditures of federal awards includes the federal grant activity of the
Authority and is presented on the accrual basis of accounting. The information in this schedule is
presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local
Governments, and Non-Frofit Organizations. Therefore, some amounts presented in this scheduie
may differ from amounts presented in, or used in the preparation of, the basic financial statements.
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INDEPENDENT ACCOUNTANT'S REPORT ON APPLYING AGREED-UPON PROCEDURE

Board of Commissioners

The Housing Authority of
the City of New Albany

New Albany, Indiana 47150

We have performed the procedure described in the second paragraph, which was agreed to by the
Housing Authority of the City of New Albany (the Housing Authority) and the U.S. Department of
Housing and Urban Development, Real Estate Assessment Center (REAC), solely to assist them in
determining whether the electronic submission of certain information agrees with related hard copy
documents included within the OMB Circular A-133 reporting package. The Housing Authority is
responsible for the accuracy and completeness of the electronic submission. This agreed-upon
procedures engagement was conducted in accordance with the attestation standards established by
the American Institute of Certified Public Accountants, The sufficiency of the procedure is solely the
responsibility of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedure described below either for the purpose for which this report
has been requested or for any other purpose.

We compared the electronic submission of the items listed in the “UFRS Rule Information”
column with the corresponding printed documents listed in the “Hard Copy Documents” column.
The results of the performance of our agreed-upon procedure indicate agreement or non-
agreement of the electronically submitted information and hard copy documents as shown in the
attached chart. '

We were engaged to perform an audit in accordance with OMB Circular A-133, Audits of States,
Local Governments, and Non-Profit Organizations, for the Housing Authority as of and for the year
ended March 31, 2007, and have issued our reports thereon dated October 23, 2007. The
information in the “Hard Copy Documents” column was included within the scope, or was a by-
product of that audit. Further, our opinion on the fair presentation of the Financial Data Schedule
(FDS) dated October 23, 2007, was expressed in relation to the basic financial statements of
the Housing Authority taken as a whole.

A copy of the financial statement package required by OMB Circular A-133, which includes the
auditor’s reports, is available in its entirety from the Housing Authority. We have not performed
any additional auditing procedures since the date of the aforementioned audit reports. Further,
we take no responsibility for the security of the information transmitted electronically to the U.S.
Department of Housing and Urban Development, REAC.

This report is intended solely for the information and use of the Housing Authority and the U.S.
Department of Housing and Urban Development, REAC, and is not intended to be and should
not be used by anyone other than these specified parties.

h\c,d..laf, /I/W;Mzzd

McCauley, Nicolas & Company, LLC
Certified Public Accountants

Jeffersonville, Indiana
December 27, 2007
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ATTACHMENT TO INDEPENDENT ACCOUNTANT'S REPORT
ON APPLYING AGREED-UPON PROCEDURE

UFRS Rule Information Hard Copy Document(s} Findings
Balance Sheet and Revenue and Expense | Financial Data Schedule, all CFDAs Agrees
(data line items 111 to 1121)
Footnotes (data element G5000-010) Footnotes to audited basic financial Agrees

statementis.

Type of opinion on FDS (data element Auditor’'s supplemental report on FDS | Agrees
G5100-010) '
Audit Findings Narrative (data element Schedutle of Findings and Questicned | Agrees
G5200-010) Costs '
General information (data element series OMB Data Collection Form Agrees
G2001, G2100, G2200, G2300, G000,
G9100)
Financial statement report information Schedule of Findings and Questioned | Agrees
(data element G3000-010 to G3000-030, Costs, Part 1 and OMB Data
G3100-010 to G3100-030, G3200-010 fo Collection Form
G3200-030, G3300-010 to G3300-060,
G3400-010 to G3400-020)
Federal progrém report information (data Schedule of Findings and Questioned | Agrees
element G4000-010 to Costs, Part 1 and OMB Data
G4000-040) Collection Form
Federal agencies required to receive OMB Data Collection Form Agrees
reporting package (data element G4000-
050)
Basic financial statements and auditor’'s Basic financial statements (inclusive Agrees

reports required to be submitted
electronically

of auditor reports)
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
: New Albany, indiana

FINANCIAL DATA SCHEDULE

PHA; IN0t2  FYED: 0313112007

Resident
Opportunity Putlle
LowRent  |and Housing Housing
Business  [Public Supportive  [Chaice Capital Fund
Line lfem No. Account Descriplion Activiies  {Housing Services  |Vouchers  |Program StatefLacal Tolel
141|Cash - Unrestricted ) $2497441 8769128 $0| 969,819 §01 $119.888] $1,208,547
113{Cash - Other Restricted $0 50 §0| 160255 $0 §0|  $160,25
114{Cash - Tenant Security Deposils 30| §150,788 0 $0 $0 $0| $150,788
100(Total Cash $249714 ] 3916914 $0{ $230074 $0] §$110,888 | $1518,580
122 Accounts Receivabie - HUD Other Projects 0 %0 $15,255 §0|  $134.697 50| $149.952
126)Accounts Receivable - Miscellaneous $12,628 $35,185 %0 §115 50 §10.680 $67,608
126|Accounts Raeceivable - Tenants - Dwelling Rents $0 $44.743 30 0 ] $0 §44.743
426.1|Allowance for Doubtful Accounts - Dweling Rents $0{ (540,270) 50 $0 50 $07 (840270
126.2Mlowance for Dloubtful. Accounts - Other $0 30 50 0 - 50 $0 50
128iFraud Recovery ) $0 30 $0)  $50756 30 $0|  §50.758
128.1{Allowance for Doubiful Accounts - Fraud $0 30 $0] (325378} 0 $0]  (325,378)
420|Total Receivables, net of allowances for doubtful accounts $12,628 $39.658 $15,265 $25493 1 $134,687 $18680 ) 8247411
131[investments - Unrestricted $C| $4879352 $0 $0 $0 $0| $4,878,352
135 lnvestments - Restricted for Payment of Current Liakiities 50 $0 $0{ $58.250 $0 50 $58,260
132|Investmants Restricled §0|  $15437 $0 50 $0 $0 $15,437
142|Prepaid Expanses and Other Assels ' %0 $2.484 $0 $303 0 $0 $2.787
143 Inventories $0F  $104,013 $0 0 50 S0 $104013
443.1|Allowance for Obsoleté Inventories $0 $0 $0 0 50 80 $0
150G Total Current Assets - $262,342 | 55,980,858 $15255 | $M4120| $134697] $139,568] §6,826,840
161{Land $3915| " $s94370| $ $0 $0 $0] 5598285
162|Buildings $0 $31,530,481 $0 $0| $455707 $0| 31,986,188
163|Fumiture, Equipment & Machinery - Dwellings $11,700|  $536,885 §0 301 $171675 $01 §72023
164{Furniture, Equipmént & Machinery - Administration $01 $1.9836783 30 $122.979 4,057 $0| $2063819
165] Leasehold Improvements $146811 $6,654,780 $0 $0 $0 $0| $6,563481
188{Accumulated Depreciation {52,868} ($27,956,388) 30| ($60808) ($29371))  $0(§28.058,435)
180[Total Fixed Assets, Net of Accumulated Depreciation $27.437 | $13,295,8681 $0 §534711  $602,068 80 | $13,979.567
160[Total Non-Current Assets 527,437 | $13,296,861 $0|  $53174| 602,068 §0 | $12.979 857
1907 Total Assets $280770 1 $16,267,739 | $15255| $367,201] §736,765| 139,568 | 20,806,397
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

FINANCIAL DATA SCHEDULE—Continued

PHA: INM12  FYED: 03/31/2007

Resident
Opportunity Public
l.owRent  |and Housing Housing
) Business  |Public Supportive  |Choice Capitai Fund
Line ltem No, Account Description Aclivitiss  |Housing Services Vouchers  |Program StatefLocal Total
341]Bank Overdraft $0 $0 $14,898 $0 $70,438 0 $85.333
312|Accounts Payable <= 90 Days $48.672 §474,754 $1,660 $2.162 $64,262 $1,464 $289,974
321|Accrued Wage/Payroll Taxes Payable 50 $67,042 %0 $3,726 §0 30 $70,768
322 Acoruad Compensated Absences - Current Partion $0 $81,811 $0 $6,525 $0 $0 $88,335
333 Accounts Payable - Other Government §0 $46,402. $0 $0 30 0 $46,402
341 Tenart Security Deposits $11,511|  $150,788 30 50 $0 80 $162,299
342\ Deferred Revenues $0 $22,270 $0 $25,378 $0 %0 $47,648
345\0ther Current Liabilities $0 316,047 $0 $58,250 50 §0 $74,297
310|Total Currant Liabilifies $60,183 $556,114 16,558 $36,041 §134,607 $1,464 $865,057
350| Total Noncurrent Liabilities $0 $0 0 $0 $0 $0 30
300|Tofal Liabilifies $60,1831  $556,114 $16,558 $96,041 3134687 $1.464| $865,057
508|Total Contribuied Capital $0 $0 $0 30 $0 30 $0
508, 1{invested in Capital Assets, Nei of Related Debt $27,437 | $13,296,881 $0 $53,471|  $602,088 $0 | $13,979,557
51| Total Reserved Fund Balance $0 $0 $0 $0 $0 §0 $0
511.1|Restricted Net Assets 30 %0 30 $160,255 $0 $01  $160,255
512.%|Unresfricted Net Assefs $202.458 | $5.404,744 {$1,303) $57,824 $0 $138,104 | §5,801,528
513(Total Equity/Net Assets $229,595 | $18,701,625 ($1,303)] $271,250 $502,088 $138,104 | $19,941,340
B00| Total Liahikties ang Equity/Nst Asssts $289,779 | $18,257,739 $15,255 | $367.201 $736,765 - $139,588 | $20,806,357
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY

New Albany, Indiana

FINANCIAL DATA SCHEDULE-—Continued

PHA: INM2  FYED: 03/31/2007

Resident
Opportunity Public
LowRent  fand Housing Housing
: Business  |Public Supportive  {Choice Capital Fund
Line Item No, . Accaunt Description Activiies  |Housing Services Vouchers  |Program Stateftocal Total

703iNet Tenant Rental Revenue §0| $1,666,248 $0 $0 $0 30| $1,666,248
704{Tenant Revenue - Other $186,0271  §122,541 $0 $0 $0 $0) 3308568
705|Total Tenant Revenue §186,027 1 34,788,709 $0 $0 $0 §01 $1.874818
704|HUD PHA Operating Grants $01 $3,230605| $232,042 | $2,343502 $503,869 30| $6,320,008

706, 4| Capital Grants $0 §0 $0 $0 $631,430 $0 §631,430
711 Investment Income - Unresiricted $01 §131,168 $0 $1,491 $0 $01 $13z657
T14\Fraud Recovery 0 0 $0 $8,030 $0 $0 $8,030
715i0ther Revenle $20.738 $43,736 $1,103 $3488 1 . $0 $51,266 $120,331
7461Gain/l.oss on Sale of Fixed Assets $0 {$6,440) $0 0 $0 $0 {$6,440)
720]Investment incoma - Restricted $0 %0 50 $0 $0 $0 30
700[Total Revenue $206,765 | $5,196,946 $234,045 | $2356,541 | $1,135,308 3512661 §9,18084%
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
' New Albany, Indiana

FINANCIAL DATA SCHEDULE—Continued

PHA: INM2  FYED: 03/31/2007
' Resident
Opperunity Public
LowRent  {and Housing Housing
Business Public Supporiive  {Choice Capltal Fund
Line ltem No, Account Description Activities Housing Services Vouchers Program State/Local Total

911jAdministrative Salaries $5,547 | 676,388 $C $60,507 $0 §01  $742,442
912|Auditing Fees $285 $10,120 30 34,770 $5,750 $0 $20,825
914|Compensated Absences $0 381,811 30 $6,525 30 §0 $88,336
915|Employee Benefit Contributions - Administrative $1,673 | $214,909 $0 $18,715 $13,008 $0| $248,303
916]Cther Operating - Adminisirative 16,287 30 30 $19,984 $56,044 30 $83,225
$21|Tenant Services - Safarles 30 $4823 |  §$150421 38,096 $14,428 $0|  $177,768
g23|Employee Benafi Contributions - Tenant Services $0 §1,440 $47,976 2,261 $3,868 $0 §55,545
924\ Terant Services - Other 30 $14,483 $24,037 $0 $6,054 30 345,474
931iWater $2.071 $138,323 30 $0 30 301 $140,304
932\ Electricity $889 $343,004 $0 30 30 30 $344,793
933)Gas $3,153|  $413,860 $0 30 $0 §01  $417,013
938|Othier Utliities Expense 30| $284010 $0 $?BD $0 $01 $264790
941| Qrginary Maintenance and Operations - Labor $13,032 $880,19%6 %0 $26,367 $0 $0 $919,595
942|0rdinary Maintenance and Operatlons - Materials and Other $55177 | $246,305 30 $451 $126,807 30| $428,740
943t0rdinary Maintenance and Operations - Contract Costs 30 $418,838 30 30 30 30 $418,838
945 Employee Benefit Contributions - Ordinary Maintenance $3.931 $244.861 30 $7.361 $535 30 $256,788
951)Protective Services - Labor 30 $34,626 50 30 30 $0 334,626
952| Protective Services - Clher Contract Costs 30 $98,219 30 30 30 $0 $98,219
955/ Employee Benefi Contributions - Protective Services 30 $11,118 $0 $0 $0 $0 $11,118
861[insurance Premiums §7423| $388,503 $0 $0 $0 $0| $395926
96240ther General Expenses 30 $230,908 $12,014 $37,787 $22,792 $3.271 $306,762
963 Payments in Liey of Taxes 30 $45,402 30 §0 $0 30 $45,402
9641Bad Debt - Tenant Rents $0 $62,682 30 $0 $0 50 462,682
989 Total Operating Expenses $00468 | $48268201 $23534B| $1935M4 $250,174 $3271} $5,608,704
970|Excess Cperating Revenue over Operating Expenses $107,297 §370,117 ($1,303)] $2,162,807 $085,134 $47.095 | $3.572,137
974{Extraordinary Maintenance $0 $5,008 $0 30 30 $0 $5.008
§72Casualty Losses - Non-Capitalized $0 §2433 $0 50 $0 $0 $2,433
873 Housing Asslstance Payments 30 $0 $0| $2,072,498 $0 30| $2,070.498
§74) Pepreciation Expense 31,6441 $1,704,833 $¢ $20,073 $28,371 30| $1,845921
800| Total Expenses $101,112 | $6,629,103 $235,348 | $2.293,185 $279,545 $3271| $9,541,564

100%|Operating Transfers In $0| $253,895 30 30 30 30| $253,6%

1002{Operating Transfers Qut $0 30 30 30| ($253,695) $01  ($253,695)

1010 Total Other Financing Sources (Uses) 30 $253,655 $0 301 ($253,695) $0 $0

1000{Excess {Deficiency) of Operating Revenue Over (Under) Expenses $105,653 | (31,178.462) ($1,303) 363,326 $602,068 947,995 | ($380,723)
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

FINANCIAL DATA SCHEDULE—Continued

PHA: IND12  FYED: 03/31/2007

Resident
Opportunity Puslic
LowRent  |and Housing Housing
Business  {Public Supporlive  {Choica Capital Fund
Line Item No. Account Description Activities  [Housing Services Vouchers  |Program Statellocal Tofal
4102} Debt Prinipal Payments - Enterprise Funds 30 %0 30 $0 $0 $0 $0
1103|Beginning Equity §123,943 | §18,246,458 $01 $207824) 31,633,529 $80,109 | $20,302,083
1104|Prior Period Adjustments, Equity Transfers and Corraction of Errors $0] $1,633629 §0 $01 (31,633,629 §0 $0
1413|Maximum Annual Cortributions Commitment (Per ACC) $0 30 $0 $0 30 $0 $0
PrTaTE WA ANTUE] CorDIRINS AppICaDIe 10 8 Fenod of 1633 -

1114jthan Tweive Months $0 0 30 $0 $0 $0 50
1115} Contingency Reserve, ACC Program Reserva 0 $0 30 50 $0 0 $0
1116{Total Annual Confributions Available $0 $0 $0 50 30 $0 $0
1420{Unit Manths Avallable 0 13,020 0 4,696 0 0 17,818
1121|Numbsr of Unit Months Leased 0 12,116 0 4842 0 0 16,658
1117|Administrative Fea Equity 30 80 301 $110.995 50 50| $110,985
1118|Housing Assistance Payments Equity §0 0 501 $160265 0 50| $180,255
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
for the year ended March 31, 2007

A. SUMMARY OF AUDIT RESULTS

1. The auditor’s report expresses an unqualified opinion on the financial statements of
the Housing Authority of the City of New Albany (the "Authority”).

2. No reportable conditions relating to the audit of the financial statements are reported in
the 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.

3. No reportable condition relating to the audit of the major federal award programs is
reported in the Report on Compliance with Requirements Applicable to Each Major
Program and on Internal Control over Compliance in Accordance with OMB
Circular A-133.

4. No instances of noncompliance material to the financial statements of the Authority
were disclosed during the audit.

5. The auditor's report on compliance for the major federal award programs for the
Authority expresses an unqualified opinion.

6. The audit disclosed no audit findings relating to major programs which are required to be
reported under Section 510(a) of OMB Circular A-133.

7.  The programs tested as a major program included:

Federal
Description CFBA No.
Low Rent Public Housing 14.850

8. The threshold for distinguishing Type A and B programs was $300,000.

9. The Authority was determined to be a low-risk auditee.
B. FINDINGS—FINANCIAL STATEMENTS AUDIT

None.

C.FINDING—MAJOR FEDERAL AWARD PROGRAMS AUDIT

There were no findings or questioned costs.
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THE HOUSING AUTHORITY OF THE CITY OF NEW ALBANY
New Albany, Indiana

"SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
‘ for the year ended March 31, 2007

None.
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MC C&Lule N IC O lﬁlS & Company, LLC
y} LT Certified Public Accountants

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
The Housing Authority of
the City of New Albany
New Albany, Indiana 47150

We have audited the financial statements of the Housing Authority of the City of New Albany
(the “Authority”) as of and for the year ended March 31, 2007, and have issued our report thereon
dated October 23, 2007. 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..

internal Control over Financial Reporting

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

A control deficiency exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent or detect misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of deficiencies, that adversely affects the Authority's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with generally
accepted accounting principles, such that there is more than a remote likelihood that a
misstatement of the Authority’s financial statements that is more than inconsequential will not be
prevented or detected by the Authority’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that
results in more than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Authority’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily disclose all
deficiencies in internal control that might be 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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grants, 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 resuits of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

This report is intended solely for the information and use of the Board of Commissioners,
management and grantor agencies and is not intended to be and should not be used by anyone
other than these specific parties.

Melledev, Nsrbra & Canfrany, £2.C

McCauley, Nicolas & Company, LLC
Certified Public Accountants

Jeffersonv'ille, Indiana
October 23, 2007
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
The Housing Authority of
the City of New Albany
New Albany, indiana 47150

Compliance ,
We have audited the compliance of the Housing Authority of the City of New Albany (the

“Authority”) with the types of compliance requirements described in the U.S. Office of
Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to
each of its major federal programs for the year ended March 31, 2007. The Authority’s major
federal programs are identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs. Compliance with the requirements of laws,
regulations, contracts and grants applicable to each of its major federal programs is the
responsibility of the Authority’s management. Our responsibility is to express an opinion on the
Authority’s compliance based 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 Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those
standards and OMB. Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance 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 the Authority's
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances. We believe that our audit provides a reasonable basis for our
opinion. Our audit does not provide a legal determination on the Authority's compliance with
those requirements.

In our opinion, the Authority complied, in all material respects, with the requirements referred to

above that are applicable to each of its major federal programs for the year ended March 31,
2007.
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internal Controt Qver Compliance

The management of the Authority is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, reguiations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered the
Authority’s internal control over compliance with requirements that could have a direct and
material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on the internal control
over compliance in accordance with OMB Circular A-133.

Our consideration of the internal control over compliance would not necessarily disclose all
matters in the internal control that might be material weaknesses. A material weakness is a
reportable condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that noncompliance with applicable
requirements of laws, regulations, contracts and grants caused by error or fraud that would be
material in relation to a major federal program being audited may occur and not be detected
within a timely period by employees in the normal course of performing their assigned functions.
We noted no matters involving the internal control over compliance and its operation that we
consider to be material weaknesses.

This report is intehded solely for the information and use of the Board of Commissioners,

management and grantor agencies and is not intended to be and should not be used by anyone
other than these specific parties.

Welhdey, Mocatho & Comfrng, 22

McCauley, Nicolas & Company, LLC
Certified Public Accountants

New Albany, Indiana
October 23, 2007
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