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May 14, 2009

Board of Commissioners

Fulton County Housing Authority
P.O. Box 564

Rochester, IN 46975

We have reviewed the audit report prepared by Jean E. Sickels, CPA, Independent Public Accountant,
for the period July 1, 2007 to June 30, 2008. In our opinion, the audit report was prepared in accordance with
the guidelines established by the State Board of Accounts. Per the Independent Public Accountants’ opinion,
the financial statements included in the report present fairly the financial condition of the Fuiton County
Housing Autherity, as of June 30, 2008, and the results of its operations for the period then ended, on the
basis of accounting described in the report. '

The independent Public Accountants’ report is filed with this letter in our office as a matter of public
record.

We call your attention to the findings in the report. Page 18 contains the status of one prior audit
finding. The management letter contains one comment.
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Jean Sickels

Certified Public Accountant
8518 S. Kays Chapel R4d.
Fredericksburg, IN 47120

INDEPENDENT AUDITCR'S REPORT

Board of Commissioners
Fulton Co. Housing Authority
P.C. Box 564

Rochester, Indiana

I have audited the f{financial statements of the Fulton County Housing Authority {"the
Buthority™) as of and for the year ended June 30, 2008, as listed in the table of contents.
These financial statements are the responsibility of the Authority's management. My

responsibility is to express an opinion on these financial statements based on my audit.

I conducted my audit in accordance with auditing standards generally accepfed in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. Those standards
require that I plan and perform the audit to obtain reasonable assurance abcut 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
menagement, as well as evaluating the overall financial statement presentation. I believe that
my audit provides a reasonable basis for my opinicn.

in my opinion, the financial statements referred tc above present fairly, in all material
respects, the financial position of the Fulton County Housing Authority as of June 30, 2008,
and the changes in financial position and cash flows for the year then ended in conformity with
accounting principles generally acceptecd in the United States of America.

In accordance with Government Auditing Standards, 1 have also issued my report dated November
25, 2008, on my censideration of the Fulton County Housing Authority’s internal control over
financial reporting and on my tests of its compliance with certain provisions of laws,
requlations, contracts and grant agreementis and other matters. The purpose of that report is
to describe the scope of my testing of internal control over financial reporting and compliance
and the results of that testing, and not to provide an cpinion 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 c¢onsidered in assessing the
results of my audit.

The Management's Discussion end Analysis as detailed in this Report, is not a required part of
the financial statements but is supplementary information reguired by accounting principles
generally accepted in the United $tates of AEmerica. I have applied certain limited procedures,
which consisted principally of inguiries made of management regarding the methods of
measurement and presentation of the required supplementary informarion. However, I did not
audit the information and express no opinion on 1t.

My audit was conducted for the purpose of forming an opinion on the financial statements of the
Fulton County Housing BAuthority. The accompanying Schedule of Expenditures of Federal Awards
as reaquired by the U. S. 0Oiffice of Management and Budget Circular A-133, Audits of States,
Local Governments and Non-Profit Organizations, and the other supplemental information as
iisted in the table of contents are presented for purposes of additional analysis and are not a
required part of the financial statements. Such information has been subjected to the auditing
procedires applied in the audit of the fipancial statements and, in my opinion, is fairly
stated, in all material respects, in relation to the financial statements taken as a whole.

Certified Public Accountant

Frederickshurg, Indiana
November 75, 2008



FULTON COUNTY HOUSING AUTHORITY, IN069

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Year Ending June 30, 2008

The Fulion County Housing Authority’s (the Authority) Management’s Discussion and Analysis
Report is designed to (a) assist the reader in focusing on significant financial issues, (b) provide an
overview of the Authority’s financial activity, (c¢) identify changes in the Authority’s financial

position (its ability to address the next and subsequent year challenges), and (d) identify individual
fund 1ssues or concerns.

This Management Discussion and Analysis will be presented at the beginning of the basic financial
statements each year.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the current year’s

activities, resulting changes and currently known facts, it should be read in conjunction with the
Authority’s basic financial statements,

FINANCIAL HIGHLIGHTS

» The Authonity participated in the construction of the 56-unit Arbor Woods Apartments tax-
credit project. Project construction was completed in late 2006, and lease-up began in mid-
July 2007. This one-time project has enhanced the quantity, quality, and affordability of local
rental units. As of the fiscal year end June 30, 2008, the Authority subsidized 30 of the 56
urits 1n thas project.

* The Authority’s net assets increased by $104,400 (or 39.8%) during 2008. Net Assets were
$262,198 and $366,598 for 2007 and 2008 respectively. This increase of 39.8% is
attributable to an increase in cash balances due to under spending of HUD funding based on
HUD’s initial funding figures which reflected a cut of almost $100,000; HUD subsequently
granted the Authority additional funding in May 2008. The net asset increase of 39.8% is a
considerable difference from last year’s increase of 146.1% which was attributable to capital
for the Arbor Woods Apartments tax credit project.

» The Authority’s cash balance at June 30, 2008 was $250,734 representing an increase of
$105,661 (or 72.8%) from June 30, 2007. This 72.8% increase in cash is slightly higher than
the prior year’s increase of 66.6%.

= The Authonity’s revenue decreased by $408,005 (or 33.4%) during 2008, and was $1,219,229
and $811,224 for 2007 and 2008 respectively. This is due to prior year receipi of HOME
grants for the Arbor Woods Apartment project, which are not expected to continue. '

= The total expenses of the Authority’s programs decreased by $367,599 (or 34.2%). Total
expenses were $1,074,423 and $706,824 for 2007 and 2008 respectively. Administrative
expenses decreased $414,795 (or 78.0%) due to prior year’s HOME grant received and
mvested m Arbor Woods Apartment project, General decreased $267 (or 11.3%), HAP
increased 546,772 (or 8.7%) due to increased HUD funding, and Depreciation increased $691
(or 21.0%). .

* The Authority had HUD PHA operating grants of $801,109, investment income of $5,332,
HUD funds interest income of $50, and fraud recovery income of $4,733 for the year ended
June 30, 2008.

= The assets of the Authority exceeded its habilities at the close of the most recent fiscal year by
$366,598 (net assets). This represents an increase of $104,400 from last year.




FULTON COUNTY HOUSING AUTHORITY, IN069

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Year Ending June 30, 2008

USING THIS ANNUAL REPORT

The following is provided to outline the contents of the Authority’s MD&A Report. This report

precedes and is required-supplementary information to the Authority’s basic financial statements for
the annual period ending June 30, 2008.

¢ Financial Statement Overview

o Authority-Wide Financial Statements
o Financial Statements
o The Authority’s Programs

¢ Authority-Wide Statements

o Table 1 - Statement of Net Assets and Statement Analysis
o Table 2 — Statement of Revenues, Expenditures and Changes in Net Assets

e Changes in Capital Assets

e Financial Contact
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FULTON COUNTY HOUSING AUTHORITY, IN069

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Year Ending Jure 30, 2008 :

FINANCIAL STATEMENT OVERVIEW

AUTHORITY-WIDE FINANCIAL STATEMENTS

The Authority-Wide financial statements include a Statement of Net Assets, which is similar to a
Balance Sheet. The Statement of Net Assets reports all financial and capital resources for the
Authority. The statement is presented in the format where assets, minus habilities, equal “Net
Assets”, formerly known as equity. Assets and liabilities are presented in order of liquidity, and are
classified as “Current” (convertible into cash within one year), and “Noncurrent”.

The focus of the Statement of Net Assets is designed to represent the net available hquid (noncapital)
assets, net of liabilities, for the Authority.

The Authority-Wide financial statements also include a Statement of Revenues, Expenses and
Changes in Net Assets (similar to an Income Statement). This Statement includes Operating

Revenues, Operating Expenses, and Non-Operating Revenue and Expenses, such as grant revenue,
investment income and interest expense.

The focus of the Statement of Revenues, Expenses and Changes in Net Assets is the “Change in Net
Assets”, which 1s sumilar to Net Income or Loss.

Finally, a Statement of Cash Flow is included in the financial statements, which discloses net cash
provided by or used for operating activities.
FINANCIAL STATEMENTS

The Authority consisis of exclusively Enterprise Funds. Enterprise funds utilize the full accrual basis

of accounting. The Enterprise method of accounting is similar to accounting utilized by private
sector accounting,

THE AUTHORITY’S PROGRAMS

Housimg Choice Voucher Program — Under the Housing Choice Voucher Program, the Authority
administers contracts with independent landlords that own rental property. The Authority subsidizes

the family’s rent through a Housing Assistance Payment made to the landlord. The program is

administered under an Anmual Contributions Centract {ACC) with HUD. HUD provides Amnual
Contributions Funding to enable the Authority to structure assistance that mandates the participants’

rent 1s 30% of household income.

HOME Investment Partnerships Program — The Housing Authority received HOME funds for a 56-
unit tax credit apartment project ‘Arbor Woods’.

11



FULTON COUNTY HOUSING AUTHORITY, IN069

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Year Ending June 30, 2008

AUTHORITY-WIDE STATEMENTS

TABLE 1
Statement of Net Assets
Net
2008 2007 Change

Cash - Unrestricted ' $ 103,634 $ 145,073 $ (41,439)
Cash - Restricted 147,100 - 147,100
Accrued Interest Recejvable 1,146 879 267
Prepaid Expenses 1,455 1,559 (104)

Current Assets 253,335 147,511 105,824
Office Equipment - net 13,873 14,803 (930)
Invesiment in Joint Ventures 100,051 100,095 (44)

Noncurrent Assets 113,924 114,898 (974)

TOTAL ASSETS 367,259 262,409 104,850
Accrued Salaries Payable 661 211 450

Current Liabilities 661 211 450
Invested in capital assets 13,874 14,803 (929)
Restricted net assets 147,100 - 147,100
Unrestricted net assets 205,624 247,395 (41,771)
Net Assets $ 366,598 $ 262,198 $ 104,400

*Current assets increased $105,824, while current liabilities also increased by $450. The large
increase in cash balance is attributed to larger than expected HUD funding after initial funding
figures forced the Authority to stop pulling names from the waiting list, thereby creating a ‘playing
catch up’ scenario in which the Authority is now rapidly pulling names from the waiting list in an
attempt to utilize the additional HUD funding it was granted in May 2008.

*Investments in Joint Ventures decreased by $44 due to a net operating loss from the Arbor Woods
Apartments tax credit project.

*Office equipment decreased by $930 due to two assets expiring or being replaced.

*The minor increase in accrued liabilities can be attributed to the fact there were more days accrued
for the current year than the prior year.

*Restricted net assets increased by $147,100 due to HUD requirements to now consider HAP Equity
as a restricted net asset, rather than an unrestricted net asset as previously considered.

v



FULTON COUNTY HOUSING AUTHORITY, IN069
MANAGEMENT’S DISCUSSTON AND ANALYSIS (MD&A)

Year Ending June 30, 2008

Section 8 Housing Choice Voucher Program

Changes in Net Assets FY 2007 - FY 2008
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FULTON COUNTY HOUSING AUTHORITY, IN069

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Year Ending June 30, 2008

TABLE 2
Statement of Revenues, Expenses & Changes in Net Assets
2008 2007 Net Change
OPERATING REVENUES /
Govemment operating grants $ 801,109 $ 1,077,373 $ (276,264)
Interest Income - HUD funds : 50 44 $ 6
Other Income - 133,717 $ (133,717
Fraud Recovery 4,733 3,968 S 765
Total operating revenues 805,892 1,215,102 (409,210)
OPERATING EXPENSES
Administrative 116,417 531,212 (414,795)
General 2,104 2,371 (267)
Housing assistance payments : 584,333 537,561 46,772
Depreciation 3,970 3,279 691
Total operating expenses 706,824 1,074,423 (367,599)
Operating income (loss) 99,068 140,679 (41,611)

NONOPERATING REVENUES (EXPENSES)

Interest and investment revenue 5,332 4,127 1,205
Total nonoperating revenue
(expenses) 5,332 ' 4,127 1,205

Income (loss) before contributions

and transfers 104,400 144,806 (40,4006)
Change in net assets 104,400 144,806 (40,406)
‘Total net assets - beginning 262,198 117,392 144,806
Total net assets - ending $ 366,598 $ 262,198 $ 104,400

Operating revenues decreased due to last year’s receipt of HOME funds for tax credit project Arbor
Woods Apartments and developer fees received by the Housing Authority — this additional funding
was not received again this year. Administrative expenses decreased by a similar amount since we
did not transfer the HOME funds mto the Arbor Woods project. HAP expenses increased by $46,772
due to mcreased HUD funding renewal.

Vi



FULTON COUNTY HOUSING AUTHORITY, IN069

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A )
Year Ending June 30, 2008

Section 8 Housing Choice Voucher Program
Changes in Revenue and Expenses FY 2007 - FY 2008
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FULTON COUNTY HOUSING AUTHORITY, IN069
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
Year Ending June 30, 2008

CHANGES IN CAPITAL ASSETS

7.1.07 Beginning Balance Capital Assets, net $ 14,803
Plus: New equipment purchases in current year 3,040
Less: Current period depreciation (3.970)
6.30.08 Ending Balance Capital Assets, net $ 13,873
FINANCIAL CONTACT

Questions concerning any of the information provided in this report or requests for additional
information should be addressed to the Authority’s Executive Director:

Fulton County Housing Authority
PO Box 564 / 824 Main Street
Rochester, IN 46975
574.223.2733

viii
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FULTON COUNTY HOUSING AUTHORITY

Current Assets
Cash and cash equivalents
Restricted cash and cash equ
Accounts receivable, net
Prepaid expenses

Total Current Assets

Capital Assets
Depreciable capital assets,
Total Capital Assets

Investments in Joint Ventures
Total Assets
LIABTLITIES
Current liabilities

Accrued wages payable

Total Current Liabilities

Total Liabilities
NET ASSETS
Iinvested in capital assets
Restricted net assets

Unrestricted

Total Net Assets

The accompanyling notes ares an 1

Rochester, Indiana

STATEMENT OF NET ASSETS
JUNE 30, 2008

ivalents

net

ntegral part of these financial statements.

$

$

I

1
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03, 634
47,100
1,146
1,455
53,335

00,0501

367,259

1
2

3

66,598

13,874
47,100

05,624



FULTON COUNTY HOUSING AUTHORITY

Rochester,

Indiana

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

FOR THE YEAR ENDED JUNE 30, 2008

OPERATING REVENUES

Rental income

Other income

TOTAL OPERATING REVENUE

OPERATING EXPENSES

Administrative

General expense
Housing assistance payments

Depreciation expense

TOTAT. CPERATING EXPNESES
OPERATING INCOME (LOSS)
NONOPERATING REVENUES (EXPENSKES)

Federal operating grants
Interest income

TOTAL NONOPERATING REVENUES {(EXPENSES}

CHANGE IN NET ASSETS

TOTAL NET ASSETS — BEGINNING OF YEAR

TOTAL NET ASSETS — END OF YEAR

4,783

4,783

116,417
2,104
584,333
3,970

706,824

(702,041)

801,109

806,441

104,400

262,198

The accompanying notes are an integral part of these financial statements.



FULTON COUNTY HOUSING AUTHORITY

Rochester, Indiana

STATEMENT OF CASH FLOWS

FOR THE YEAR ENDED JUNE 30,

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from tenants and other deposits
Payments to vendors and employees
Payments to landlords

Net Cash Used by Operating Activities

CASE FLOWS FROM NONCAPITAT, FINANCING ACTIVITIES

Operating grants received

Net Cash Provided by Noncapital Financing Activities

CASH FLOWS FROM INVESTING ACTIVITIES

Interest income

Net Cash Flows Provided by Investing Activities

CASH _FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Investment in partnerships
Purchase of capital assets
Net Cash Flows {Used)
by Capital and Related Financing Activities

Net Increase (Decrease} in Cash and Cash Equivalents
Cash - Beginning cf year
Cash - End of year

Reconciliatrtion of cash and cash eguivalents:
Cash and cash eguivalents

Restricted cash and cash equivalents

RECONCILIATION OF OPERATING (1053} TO

NET CASH USED BY OPERATING ACTIVITIES

Operating income
Adjustments to reconcile net income to net cash
Provided by operating activities:
Depreciation
Changes in operating assets and liabilities:
{(Increase) Decrease in:
Accounts receivable
Prepaid expenses
Increase (Decrease) in:
Accrued pavables
Net Cash Flows Used by Operating Activities

4,516
(117, 967)
{(584,333)
(697,784)

801,109

801,109

5,332

5,332

44
(3,040)

{2,9986)

105,661
145,073

250,734

103, 634
147,100

250,734

(702,041}

3,970

{267)

104

450

(697,784)

The accompanying notes are an integral part of these financial statements.
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FULTON COUNTY HOUSING AUTHORiTY
Rochester, Indiana

NOTES TO FINANCIAIL STATEMENTS
JUNE 30, 2008

NOTE A - Summary of Significant Accounting Policies and Organization:

Reporting Entity

The entity is a public corporaticn, legally separate, fiscally independent and
governed by the Board of Commissioners. As required by generally accepted
accounting principlies, these financial statements present the financial position
and results of operations of the Fulton County Housing Authority, a primary
government . Although it ig legally separate from the Fulton County Housing
Authority, the Rochester Affordable Housing, Inc. is reported as if they were
part of the primary government because its sole purpose ig to work in
conjunction with the Housing Authority to assist with providing housing for low
and moderate incowe individuals and have the same governing boards,
the Rochester Affordable Housing Inc.’s financial information {
have been blended with the Fulton County Housing Authority.

accordingly
component units)

At June 30, 2008, the Housing Authority has 175 units under management .

Project Units

Vouchers 175

Basis of Accounting and Presentation

In accordance with uniform financial reporting standards for HUD housing
programs, the financial statements are prepared in accordance with U, 5.
generally accepted accounting principles (GAAP) as applicable to special purposs
government:s engaged only in business type activities.

The accounting policies of the Authority conform to generally accepted
accounting principles (GAAP) promulgated by the Govermmental Accounting
Standards Board (GASB) and the Financial Accounting Standards Beard (FASB) as
applicable to special-purpose governments engaged in business-type activities.
Pursuant to the election option made available by GASB Statement No. 20,
pronouncements of the Financial Accounting Standards Roard (FASB) issued before
November 30, 1989, in accounting and reporting for its proprietary operations

have been applied, but has elected not to apply FASB pronouncements issued after
November 30, 1989,

This special purpose government engaged in activities sagimilar to business
activities uses an enterprise fund to account for those operations that are
financed and operated in a manner similar to private business, or where the
Board has decided that the determination of revenues earned, costs incurred,
and/or net income is necessary for management accountability. fThe intent of the
governing body is that the costs (expenses including depreciation) of providing

services to the general public on a continuing basis be financed or recovered
primarily through user charges.

The Authority presents 1its financial statements using enterprise accounting.
Although the Authority accounts for its programs using accounts for its internal
reporting, the Authority is considered to be a unified enterprise fund for
reporting purposes. Accordingly, the Authority uses
measurement focus and the related accrual basis of
economic resources measurement focus,
liabilities.

the economic resources
accounting. Under the
the Authority accounts for all asszets and
Under the accrual basis of accounting, expenses are recorded when
the goods and services are received, irrespective of when paid for, and revenues
are recorded as earned, irrespective of when cash is received.

5




FULTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
(Continued)

NOTE A - Summary of Significant Accounting Policies: {Continued)

Net Assets

Generally accepted accounting principles for state a&and local governments
requires that resources be classified for accounting and reporting purposes into
the following net asset categories:

Invested in Capital Assets, Net of Related Debt - Capital assets, net of
accumulated depreciation and outstanding principal balances of debt attributable

to the acguisition, construction or improvement of those asgsets. The Authority
has no debt.

Restricted - Net assets whose use by the Authority is subject to externally
imposed stipulations that can be fulfilied by actions of the Authority pursuant
to those stipulations or that expire by the passage of time. Such assets

include assets restricted for capital acguisitions and debt service. The
Authority has restricted funds totaling $147,100 that represents excess HAP
grant funding provided by the Department of Housing & Urban Development for the
sole purpose of providing assistance payments to eligible individuals through
the Housing Choice Voucher Program. The requirements imposed by HUD represent a
legally enforceable requirement upon this program.

Unrestricted - Wet assets that are not subject to externally imposed
stipulations. Unrestricted net assets may be designated for specific purpcses
by action of management or the Authority Board or may otherwise be limited by
contractual agreements with outside parties.

Budgets - Budgets are prepared on an annual basis for each major operating
program and are used as a management teol throughout the accounting cycle.

Budget compared to actual presentation is not presented because the Authority
does not annually adopt a legally authorized budget. The Authority's budget is
adopted by the Authority's board. This budget does not repregent a legally
binding appropriated budget that has been signed into law or a nonappropriated
budget authorized by constitution. The Authority's budget represents budgetary

execution and management by its board; therefore, budgetary data and
presentation is not required.

Cash and Cash Equivalents - Deposits consist of checking accounts and
Certificates of Deposit and are stated at failr wvalue. Deposits are fully
collateralized or vested in securities of the United States Government and are
identified specifically in the name of the Authority. Certificates of depesit
that are redeemable immediately with little or no penalty are considered cash
equivalents.

For the purposes of the Statement of Cash Flows, the Authority considers all
highly liquid cash deposits and cash eguivalents with a maturity of three months
or less when purchased and non negotiable Certificates of Deposit to be cash

equivalents. There were no noncash investing, capital, aand financing activities
during the year.

Tenant Receivables - Receivables for rentals and service charges are reported at
net of an allowance for doubtful accounts. The Authority board takes monthly
action as required to write off specific uncollectible accounts receivable
kalances.



FUOLTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
{Continued)

NOTE A - Summary of Significant Accounting Policies: (Continued)

Prepaid - TPrepaids represent payments made to vendors for services that wilil
benefit beyond June 30, 2008.

Inventories - Inventories (if any)} are valued at cost, which approximates market
value, using the first-in/first/cut (FIFO} method.

Capital assets - Capital assets purchased are recorded on the Statement of Net
Agsets at the time of purchase. Such assets are recorded at cost. The
capitalization policy of the Authority requires assets to be capitalized when
their cost is $1,000 or more. Donated assets are recorded at fair market value
at the date of donation. Because developments and major capital repairs or
improvements are financed through cash advances from HUD,
capitalized interest costs in current programs.

there are no
Depreciation of capital assets is computed by the straight-line method based
upon the estimated useful lives of the agsets as follows:

Class
Furniture, Equipment and Machinery

Life
3-7 vears

Compensated Absences - Compensated absences are those absences for which
employees’ will be paid, such as vacation and sick Ileave. A liability for
cowpensated absences that is attributable to services already rendered and that
are mnot contingent on a specific event that i3 outside the control of the
Authority and its employees, is accrued as employees earn the rights te the
benefits. Compensated absences that relate to future services or that
contingent on a specific event that is ocutside the control of the Authority
its employees are accounted for in the period in which such
rendered or in which such events take place.

are
and
services are

Operating Revenues and Expenses - Operating revenues and expenses generally
result from providing and producing goods and/or services in connection with
providing low income housing programs. Operating expenses include the cost of

sales and services, administrative expenses and depreciation on capital assets.

All revenues and expenses not meeting this definition are reported as non
operating revenues and expenses.

Restricted Assets - When both restricted {(if any)

and unrestricted rescurces

are available for wuse, it is the Authority's policy toc use unrestricted
- resources first, then restricted resources as they are needed.
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 discleosure of contingent liabilities at
the date of the financial statements and reported amounts
expenses during the reporting period.
estimates.

of revenues and
Actual results could differ from those



FULTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
(Continued)

NOTE B - Deposits, Cash and Cash Egquivalents:

NOTE C

NCTE D

HUD Deposit Restrictions

HUD requires Authorities to invest excess HUD program funds in obligations of

the United States, certificates of deposit or any other federally insured
instruments.

HUD also requires that deposits of HUD program funds be fully insured or
collateralized at all times. Acceptable security includes FDIC/FSLIC insurance
and the market value of securities purchased and pledged to the political
subdivigion. Pursuant to HUD restrictions, obligations of the United States are
allocwed as security for deposits. Obligations furnished as security must be

held by the Authority or with an unaffiliated bank or trust company for the
account of the Authority.

Risk Disclosures

A

Interest Rate Risk: As a means of limiting its exposure to fair wvalue
losses arising from rising interest rates, the Authority’s investment
policy 1limits the Authority’s investment portfolio to maturities not to
exceed two years at time of purchase.

At year end, all the Authority's deposits were either available on demand
or have maturities of legs than two years.

Credit Risk: This is a risk that a security or a portfolio will lose some
or all of its value due to a real or perceived change in the ability of
the issuer to repay its debt. The Authority’s investment policy is that
none of its total portfolio may be invested in securities of any singie
issuer, other than the US Government, its agencies and instrumentalities.

The carrying amounts of the Authority’s cash deposits were $250,734 at
June 30, 2008. Bank balances before reconciling items were $254,742 at
that date, the total amount of which was collateralized or insured with

securities held by an unaffiliated banking institution in the Authority’s
name.

Deposits consist of the following:

Certificates of Deposit

§109,415
Checking accounts 141,319
Total 5250,734
Accountg Receivable:
Accounts recelivable at June 30, 2008, consist of the following:
Fraud recovery receivable net of allowance of $8,530 5 0
Accrued interest receivable 1,145
Total $ 1,148
Prepaid EXpenses:
Prepaid expenses at June 30, 2008, consist of the following:
Prepaid insurance 5 1,455



FULTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
{Continued)

NOTE E - Investments in Partnerships:

NOTE F

NOTE G

Investments at June 30, 2008 consist of the following:

Partnership - Arbor Woods Apartments L.P. $160,051

100,051

The Eousing Authority’s compornent unit, Rochester Affordable Housing, TInc.
entered into a limited partnership -(Arbor Woods) agreement for purpose of
constructing and managing a 56-unit complex of one, two, and three Dbedroom
apartments. The partnership has received tax credits from the State of Indiana.
The Rochester Affordable Housing, Inc. holds a 1% general partnership interest,
with the remaining 99% limited partnership interests held by unrelated

investors. The Housing Authority contributed $100 to the partnership for its 1%
interest. The Housing Authority accounts for this investment on the equity
basis of accounting.

Capital Assets:

A summary in changes in capital assets is ag follows:

Beginning

Ending
Balance Balance
7/1/07 . Increases Decreases 6/30/08
Capital Assets, being
depreciated:
Furniture, egquipment
& Machinery g 21,881 4 3,040 & 1,320 $ 23,601
Total Capital Assets, :
being depreciated 21,881 3,040 1,320 23,601
Less Accumulated
Depreciation: ( 7,078) { 3,970) 1,320 { 9,728)
Total Capital Assets,
being depreciated, net 14,803 { 930} 0 13,873
Capital Assets, Net $ 14,803 % _(_930) $ a % 13,873

Depreciation expense of $3,970 was incurred during the yvear.

Commitmenkts and Contingencies:

Examinations:

The Authority is subject to possible examinations made by Federal
and State authorities who determine compliance with .terms, conditions, laws and
regulations governing other grants given to the huthority im the current and
prior years. There was one examination during the year ended June 230, 2008.

Grant Disallowances: Amounts received or receivable from HUD are subject to
audit and adjuastment by HUD. Any disallowed claimg, including amounts already
collected, would constitute a liability of the Authority. The amounts, if any,
of expenses which may be disallowed by the grantor cannot be' determined at this
time although the Authority expects such amounts, if any, to be immaterial.




NOTE H -

NOTE I -

NOTE J -

NOTE K -

FUOLTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2008
{(Continued)

Federal Operating Grants:

HUD contributed the following operating subsidies approved

in the operating
budgets under the Annual Contributions Contracts:

Housing Choice Vouchers - $ 796,109
HOME Investment Partnerships Program 5,000
Total 8 801,105

Risk Management:

The Authority is exposed to various risks of losses related to torts; theft of,
damage to and destruction of assets; errors and omissions; injuries to
employees; and natural disasters. The Authority carries commercial insurance
coverage for these risks to the extent deemed prudent by Authority management .

Settled claims have not exceeded this commercial coverage in any of the past 3
years.

Economic Dependency:

The Authority receives approximately 98% of its revenues from HUD. If the
amount of revenues received from HUD falls below critical levels, the
Authority’s operations could be adversely affected.

Related Party:

The Authority is related to Arbor Woods Apartments, L.P. tax credit project.
The Housing Authority’'s non-profit component unit is a partner in the Arbor
Woods partnership for purposes of providing additional Section 8 housing.
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FULTON COUNTY HOUSING AUTHCRITY

Rochester,

COMBINING SCHEDULE OF PROGRAM NET ASSETS

Indiana

JUNE 30, 2008
ACC
C-2014
Section § Component
Vouchers Unit Total
ASSETS
Current Assets
Cash and cash equivalents S 89,545 14,089 $ 103,634
Restricted cash and cash eguivalents 147,100 0 147,100
Accounts receivable, net 1,146 0 1,146
Prepaid expenses 1,455 0 1,455
Total Current Assets 239,246 14,089 253,335
Capital Assets, net 13,873 0 13,873
Investments in Joint Ventures 0 100,051 100,051
Total Assets 5 253,119 114,140 $ 367,259
LIABILITIES AND EQUITY
Current liabilities
Accrued wages payable 5 661 0o s 661
Current liabilities 661 0 661
Net assets
Invested in capital assets 13,874 0 13,874
Restricted net assets 147,100 0 147,100
Unrestricted net assets 91,484 114,140 205, 624
Total Net assets 5 252,458 114,140 5 366,598
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FULTON COUNTY HOUSING AUTHORITY
Rochester,

OPERATING REVENUES
Rental income
Other income

TOTAT, OPERATING REVENUE

Administrative
General expense
Housing assistance payments
Depreciation expense
TOTAL OPERATING EXPNESES

OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)

Federal operating grants
Interest income

Indiana

S AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED .JUNE 30, 2008

TOTAL NONOPERATING REVENUES (EXPENSES)

CHANCE IN NET ASSETS

TOTAL NET ASSETS -~ BEGINNING OF YEAR

TOTAL NET ASSETS - END OF YEAR

ACC
C-2014
Section 8 Component.
Vouchers VUnit ] Total
0 $ 0 s 0
4,783 0 4,783
4,783 0 4,783
91,453 24,964 116,417
2,104 0 2,104
584,333 0 584,333
3,970 0 3,9%70
681,860 24,964 706,824
(677,077) (24,964) {702,041)
796,109 5, 000 801,109
5,153 179 . 5,332
801,262 5,179 806,441
124,185 (19,785) 104,400
128,273 133,925 262,198
B 252,4537 344‘ 114,140 S 366,598

1z




FULTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

SCHEDULE OF EXPENDITURES OF FEDERATL AWARDS
FOR THE YEAR ENDED JUNE 30, 2008

ANNUAL PROGRAM
CONTRIBUTION AND CFDA
CONTRACT ASSISTANCE TYPE NUMBER Awards Expenditures

¥.5. DEPARTMENT OF HUD

C-2014 Section 8 Housing Choice
Voucher Prodram 14.871 $ 796,109 $ 796,109
N/A Home Investment
Partnerships 14.239 460,000 5,000
TOTAL HUD 51,256,109 § 801,109

Notes to Schedule Of Expenditures 0f Federal Awards:

Mote 1 - The Schedule of Expenditures of Federal Awards is presented on the accrual basis of
accecunting as described in Neote A.
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Jean Sickels

Certified Public Accountant

8518 S. Kays Chapel Rd.
Fredericksburg, IN 47120

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 Commissicnerxrs

Fulton County Housing Authority
P.O. Box 564

Rochester, Indiana

I have audited the financial statements of the Fulton County Housing Authority ("the Authority"”) as of and
for the year ended June 30, 2008, and have 1ssued my report thereon dated November 25, 2008, which
included a disclaimer of opinion on Management’s Discussion and Analysis. I conaucted my 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 my audit, I considered the Authority's internal control over financial
reporting as a basis for designing my auditing procedures for the purpose of expressing my opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the

internal control over financial reporting. Accordingly, I do pot express an opinion on the effectiveness
of the entities internal control cover 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 thelr assigned functions, to prevent or detect misstatements
on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the entity’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 remeote likelihocod that a misstatement of the entity’s financial statements that is more
than inconsequential will not be prevented or detected by the entity’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 entity’s internal control.

My consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would nect necessarily identify all deficiencies in internal
contrel that might be significant deficlencies or material weaknesses. I did not identify. any

deficiencies in internal contrcl cover financial reporting that 1 consider to be material weaknesses, as
defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Autherity's financial statements are free of
material misstatement, I performed tests of its compliance with certaln provisign of laws, regulations,
contracts and grant agreements, nencompliance with which could have a

z 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 my audit, and accordingly, 1 do not express such an opinion. The
results of my tests disclosed no instances of noncempliance or other matters that are reguired to be
reported under Government Auditing Standards.

1 noted certain matrters that I reported to the management of the Fulton County Heusing Authority in a
separate letter dated November 25, 2008.

This report is intended solely for the information and use of, management, others within the
autherity, and federal awarding agencies and pass—through entities and is not intended to be and
should not be used by anyone other than these specified parties.

Certified Public Accountant
Fredericksburg, Indiana

November 25, 2008
14



Jean Sickels

Certified Public Accountant

8518 S. Kays Chapel Rd.
Fredericksburg, IN 47120

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND TNTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE
WiTH OMB CIRCULAR A-133

Board of Commissicners

Fulton County Housing Authority
P.C. Box 564

Rochester, Indiana

Compliance

I have sudited the compliance of the Fulton County Housing Authority with the types of
compliance requirements described in the U.S. Office of Management and Budget {(OMB) Circular
A-133 Compliiance Supplement that are applicable to each of its major federal programs for the
year ended June .30, 2008. The Fulton Ccocunty Housing Authority’ major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of
findings and qguestioned costs. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the responsibility
of Fulton County Housing Authority’s management. My responsibility is to express an opinion
on the Fulton County Housing Authority’s compliance based on my audit.

I conducted my audit of compliance in accordance with auditing standards generally accepted
in the United States of ARmerica; 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 1 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 pregram
occurred. An audit includes examining, on a test basis, evidence about Fulton County Housing
Authority’s compliance with those requirements and performing such other procedures as I
considered necessary in the circumstances. T believe that my audit provides a reasonable

basis for my opinion. My audit dees not provide a legal determination of Fulton County
Housing Autherity’s compliance with those requirements.

In my opinion, the Fulton County Housing Authority complied, in all material respects, with

the requirements referred to above that are applicable to each of its major federal programs
for the year ended June 30, 2008.

Internal Control Over Compliance

The management of the Fulton County Housing Authority is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws,
regulatiocns, contracts, and grants applicable to federal programs. In planning and performing
my audit, 1 considered the Fulton County Housing Authority’ internal contrcl over compliance
with the requirements that could have a direct and material effect on a majer federal program
in order to determine my auditing procedures for the purpose of expressing my opinicn on
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal

control over compliance. Accordingly, 1 do not express an opinion cn the effectiveness of the
Authority’s internal control over compliance.

A control deficiency in an authority’s internal control over compliance exists when the
design or operation of a control does.-not allow management or employees, in the normal course
of performing their assigned functions, to prevent or detect noncompliance with a type of
compliance requirement of a federal program on a timely basis. A significant deficiency is a
control deficiency, or combination of control deficiencies, that adversely affects the
autherity’s ability to administer a federal program such that there is more thanr 2 remote
likelihood that noncempliance with a type of compliance requirement of a federal program that

is more than inconsequential will not be prevented or detected by the authority’s internsal
control .
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Internal Control Over Complia_nce (CONTINUED)
A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that material noncompliance with a type of

compliance requirement of a federal program will not be prevented or detected by the
authority’”s internal control.

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

This report is intended solely for the information and use of, management, others within the
authority, and federal awarding agencies and pass—through entities and is not intended to be
and sheould not be used by anyone other than these specified parties.

Certified Public Accountant

Fredericksburg, Indiana
November 25, 2008
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FULTON COUNTY HQUSING AUTHORITY
Rochester, Indiana

JUNE 30, 2008

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SECTION I - SUMMARY, OF AUDITOR'S RESULTS

FINANCIAL STATEMENTS

Type of auditor's report issued: Unqualified

Internal control over financial reporting:
~ Material weakness(es) identified?

yes X no
~ 3Bignificant deficiencie{s) identified that are
not considered to be material weaknesses? ___yes X mnone reported
Noncompliance material to financial statements
noted? ' yes X no
FEDERAT, AWARDS
Internal ceontrol over major programs:
~ Material weakness{es} ildentified? _ . yes X no
~ Significant deficiencie({s) identified that are
not considered to be material weakness(es}?

Type cf auditor’s report issued on compliance
for major programs:

Any audit findings disclosed that are required
to be reporied in accordance with secticn 510(a)
of Circular A-1337?

yes _ X no
Identification of major programs:
CFDA Number Name of Federal Program
14 .871 Housing Choice Vouchers

Dollar threshold used to distinguish

between type A and type B programs: $ 300,000

Auditee gualified as low-risk auditee? X vyes no

SECTION TJ — FINANCIAL STATEMENT FINDINGS

There were no Financial Statement Findings.

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were no Federal Award Findings.

yes __ X none reported



FULTON COUNTY HOUSING AUTHORITY
Rochester, Indiana

JUNE 30, 2008

STATUS OF FINDINGS AND QUESTIONED COSTS

PRIOR YEAR FINDINGS

2007-1
CONDITION: COMPONENT UNITS NOT INCLUDED
The Authority did not include the component unit transactions.
CURRENT S5TATUS: The Authority has brought the component unit under general ledger control

and eccounted for the transactions throughout the fiscal year.

THIS FINDING 15 CLEARED
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Jean Sickels

Certified Public Accountant

8518 S. Kays Chapel Rd.
Fredericksburg, IN 47120

Telephone No. (812) 472-3527
Facsimile No. (812) 472-3649
Mobile No. (404) 307-5903

November 25, 2008

Management and

Board of Commissioners of the
Fulton County Housing Authority
Rochester, Indiana

In planning and performing my audit of the financial statements of the Fulton County Housing Authority
as of and for the year ended June 30, 2008, I considered the Authority’'s internal contrcl in order to

determine my auditing procedures for the purpose of expressing an cpinion on the financial starements
and not to provide assurance on internal control.

However, during my audit, I became aware of a matter that is an opportunity for strengthening internal

controls and operating efficiency. This letter does not affect my rveport dated November 25, 2008 on
the financial statements of the Aunthority. ‘

I will review the status of the comments during my next andit engagement. I have already discussed the
comment and suggestion with Authority persomnnel, and will be pleased to discuss the comment in further
detail at your convenience, to perform any additional study of the matier, or to assist you in
implementing the recommendation. My comments are summarized as follows:

CONDITION: CLIENT FILES
During the review of client files it was noted that one 9886 was pot properly dated, and one
214 immigration status form did not have the proper name in the appropriate place.

RECOMMENDATION:

The Authority should thoroughly check all client forms and make sure they are 211 complete
and accurate.

I wish to thank the Executive Director and the staff of the Authority for their support and
assistance during my audit.

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

Management, and others within the Authority and is not intended to be and should not be used

by
anyone other than these specified parties.

Sincerely,

Jean Sickels
Certified Public Accountant






