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Mount Vernon, IN 47620

We have reviewed the audit report prepared by Pamela J. Simpson, CPA, Independent Public
Accountant, for the period January 1, 2007 to December 31, 2007. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the
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PAMELA J. SiMPSON, C.P.A.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

Independent Auditor’s Report

Board of Directors
Housing Authority City of Mt. Vernon
Mt. Vernon, Indiana

I have audited the accompanying financial statements of Housing Authority City of Mt. Vernon, as of
and for the year ended December 31, 2007, 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 basic financial statements based on my audit.

I conducted 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. Those standards require that I 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 the significant estimates made by management, as well as evaluating the overall financial statement
presentation. I believe that my audit provides a reasonable basis for my opinion.

In my opinion, the financial statements referred to in the first paragraph present fairly, in all material
respects, the financial position of Housing Authority City of Mt. Vernon, as of December 31,2007 and
the respective changes in financial position and cash flows for the year end in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, 1 have also issued my report dated August 13,
2008, on my consideration of the Housing Authority City of Mt. Vernon’s internal control over financial
reporting and my tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of my testing of
internal controls over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of my audit.

The management’s discussion and analysis and budgetary comparison information on pages 3 through
6, are not a required part of the financial statements but is supplementary information required by
accounting principles generally accepted in the United States of America. [ have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of
measurement and presentation of the supplementary information. However, I did not audit the
information and express no opinion on it.



My audit was conducted for the purpose of forming opinions on the financial statements of the Housing
Authority City of Mt. Vernon , taken as a whole. The accompanying schedule of expenditures of federal
awards is presented for purposes of additional analysis as required by the U. S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, and
is not a required part of the financial statements of the Housing Authority City of Mt. Vernon. The
accompanying financial data schedule and other additional statements and schedules listed as
supplemental data in the table of contents are presented for purposes of additional analysis and are not
a required part of the financial statements of the Housing Authority City of Mt. Vernon. Such
information has been subjected to the auditing procedures applied in the audit of the financial statements
and, in my opinion, is fairly stated in all materials respects in relation to the financial statements taken
as a whole.

Pamela J. Simpson
Decatur, Illinois Certified Public Accountant
August 13, 2008



MT. VERNON HOUSING AUTHORITY 3
MT. VERNON, INDIANA
MANAGEMENT’SDISCUSSION AND ANALYSIS
DECEMBER 31, 2007

As management of the Mt Vernon Housing Authority (“Authority”), we offer readers of
the Authority’s financial statements this narrative overview and analysis of the financial
activities of the Authority for the year ended December 31, 2007.We encourage readers
to consider the information presented here in conjunction with the Authority’s financia
statements, which begin on page 5.

FINANCIAL HIGHLIGHTS

» The assets of the Authority exceeded its liabilities at the close of the most recent
fiscal year by $2,107,718.

» The Authority’s cash and investment balance at December 31, 2007 was $373,733
representing an increase of $24,034 from December 31, 2006.

e Depatment of Housing and Urban Development grants amounting to $1,070,518
were reported as revenues, an increase of $59,464 from the prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

Thefinancial statementsincluded in this report are those of a special-purpose government
engaged only in a business-type activity. The following statements are included:

The statement of net assets presents information on al of the Authority’s assets and
liabilities, with the difference between the two reported as net assets. Over time,
increases or decreases in net assets may serve as a useful indicator of whether the
financial position of the Authority isimproving or deteriorating.

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

The basic financia statements can be found on pages 7 - 10 of this report.
Notes to the financial statements — The notes provide additional information that is

essential to a full understanding of the data provided in the basic financial statements.
The notes to the financia statements can be found on pages 11 - 18 of thisreport.




MT. VERNON HOUSING AUTHORITY 4

MT. VERNON, INDIANA

MANAGEMENT’SDISCUSSION AND ANALYSIS

DECEMBER 31, 2007

FINANCIAL ANALYSISOF THE AUTHORITY

Net assets may serve over time as a useful indicator of a government’s financial position.
In the case of the Authority, assets exceeded liabilities by $2,107,718 at the close of the

most recent fiscal year.

Mt Vernon Housing Authority — Net Assets

December 31, 2007 and 2006

Percentage
2007 2006 Variances Change
Current Assets 387,767 360,609 27,158 8%
Capital Assets 1,783,531 1,789,781 (6,250) 0%
Total Assets 2,171,298 2,150,390 20,908 1%
Current Liabilities 56,196 46,544 9,652 21%
Noncurrent Liabilities 7,384 0 7,384 100%
Total Liabilities 63,580 46,544 17,036 37%
Net Invested in Capital Assets 1,770,607 1,789,781 (19,174 -1%
Restricted Net Assets 145,026 0 145,026 100%
Unredtricted Net Assets 192,085 314,065 (121,980) -39%
Total Net Assets 2,107,718 2,103,846 3,872 0%

The Authority’s net assets increased $3,872 during the current fiscal year. The increase
was primarily due to an increase in funding and a decrease in operating expenses.



MT. VERNON HOUSING AUTHORITY 5
MT. VERNON, INDIANA
MANAGEMENT’SDISCUSSION AND ANALYSIS
DECEMBER 31, 2007

The Authority administers the following programs and the revenues generated from these
programs during Fiscal Y ear Ending December 31, 2007 were as follows:

Program Revenues Generated
Low Income Public Housing $98,385
Housing Choice Vouchers $113,732
Capital Fund Program $858,401

Total revenues for Fiscal Year Ending December 31, 2007 were $1,336,462 as compared
to the total revenues for Fisca Year Ending December 31, 2006 of $1,237,368.
Comparatively, Fiscal Year Ending 2007 revenues exceeded Fiscal Year Ending 2006
revenues by $99,094.

Mt Vernon Housing Authority — Changes in Net Assets
For The Y ear Ended December 31, 2007 and 2006

Per centage
2007 2006 Variance Change
Total Tenant Revenue 244,775 218481 26,294 12%
HUD Operating Grants 956,786 879,505 77,281 Yo
HUD Capital Grants 113732 131,549 (17,817) -14%
Investment Income 7,082 5,041 2,041 41%
Other Revenue 18,732 3713 15,019 405%
Gain/Loss on Sale of Fixed Assets (4,645) (921) (3,724) 404%
Total Revenue 1,336,462 1,237,368 99,094 8%

The increase in other revenue comes from a smal community grant given to the
Housing Authority.



MT. VERNON HOUSING AUTHORITY 6
MT. VERNON, INDIANA
MANAGEMENT’SDISCUSSION AND ANALYSIS
DECEMBER 31, 2007

BUDGETS

The Authority is required by contractual agreements to adopt annual, appropriated
operating budgets for funds receiving federa expenditure awards. All budgets are
prepared on a basis prescribed by HUD which is materially consistent with generally
accepted accounting principles. All annua appropriations lapse at year-end.

CAPITAL ASSET AND DEBT ADMINISTRATION

CAPITAL ASSETS 2007 2006
Land, Buildings & Improvements 3,926,856 3,807,003
Furniture, equipment and machinery

Dwellings 139,003 144,194
Less accumulated depreciation (2,282,328) (2,161,416)
Net Capital Assets 1,783,531 1,789,781

The Housing Authority financed the purchase of a vehicle during 2007 at zero percent
interest. Thiswas the only debt borrowed or outstanding in the current year.

ECONOMIC FACTORSAND NEXT YEAR'SBUDGET

Although the level of federa funding is sometime difficult to predict, the Housing
Authority will ook at numerous options in order continue to assist the maximum number
of households. They shall include restricting or denying portability moves, lowing
payment standards, increasing minimum rents, or reviewing occupancy standards.

REQUESTSFOR INFORMATION

This financia report is designed to provide a general overview of the Authority’s
finances for all those with an interest in the Authority’s finances. Questions concerning
any of the information provided in this report, or requests for additional financial
information should be addressed to the Executive Director, Mt Vernon Housing
Authority, 1500 Jefferson Street, Mt Vernon, Indiana 47620.



HOUSING AUTHORITY CITY OF MT. VERNON

MT. VERNON, INDIANA

STATEMENT OF NET ASSETS - PROPRIETARY FUNDS

ASSETS

CURRENT ASSETS
Cash and cash equivalents

AS OF DECEMBER 31, 2007

Accounts receivable (interfund eliminated)

Accrued interest receivable
Inventory
Deferred charges

Total Current Assets

CAPITAL ASSETS
Land, buildings and equipment
Less: Accumulated depreciation

Net Capital Assets

OTHER RESTRICTED
Cash - restricted

Total Assets

LIABILITIES

CURRENT LIABILITIES

Accounts payable (interfund eliminated)

Notes payable
Accrued liabilities
Deferred revenue

Total Current Liabilities

NONCURRENT LIABILITIES
Notes payable

Total Noncurrent Liabilities

NET ASSETS

Invested in capital assets
Restricted
Unrestricted

Total Net Assets

The notes to financial statements are an integral part of this statement.
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATEMENT OF REVENUE, EXPENDITURES AND CHANGES IN NET ASSETS -

PROPRIETARY FUNDS
DECEMBER 31, 2007

Operating Income

Tenant rental revenue $ 242,991
Tenant revenue - other 1,784

Total Rental Income $ 244,775
HUD grants - operating 956,786
Other income 18,732
Gain/loss on sale of fixed assets -4,645

Total Operating Income $ 1,215,648

Operating Expenses

Administration $ 201,906
Tenant services 2,568
Utilities 91,248
Ordinary maintenance and operation 115,054
General expense 41,570
Housing assistance payments 742,689
Depreciation expense 137,555
Total Operating Expenses $ 1,332,590
Net Operating Income (Loss) $§ -116,942

Nonoperating Income (Expense)

HUD grants - capital $ 113,732

Interest income 7,082

Total Nonoperating Income (Expense) $ 120,814
Changes in net assets $ 3,872
Net assets, beginning of year 2,103,846
Net assets, end of year $ 2,107,718

The notes to financial statements are an integral part of this statement.



HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHS ENDED DECEMBER 31, 2007

Operating Activities

Operating grants $ 956,786
Tenant revenue 248,809
Other revenue 14,087
Housing assistance payments -742,689
Payments to employees -143,751
Payments to suppliers and contractors -311,641

Net Cash Provided (Used) by Operating Activities $ 21,601

Investing Activities

Interest income $ 7,082
Net Cash Provided (Used) by Investing Activities $ 7,082

Capital and Related Financing Activities

HUD grants - capital $ 113,732
Additions (deletions) to fixed assets -131,305
Issuance of debt 12,924

Net Cash Provided (Used)

by Capital and Related Financing Activities $ -4,649
Net Change in Cash $ 24,034
Cash Balance at December 31, 2006 349,699
Cash Balance at December 31, 2007 $ 373,733

The notes to financial statements are an integral part of this statement.



HOUSING AUTHORITY CITY OF MT. VERNON

MT. VERNON, INDIANA

STATEMENT OF CASH FLOWS - PROPRIETARY FUNDS
TWELVE MONTHS ENDED DECEMBER 31, 2007

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities

Net operating income (loss)

Adjustment to Reconcile Operating Income (Loss)
to Net Cash Flows from Operating Activities:
Depreciation

(Increase) decrease in accounts receivable
(Increase) decrease in deferred charges
(Increase) decrease in inventories
(Increase) decrease in interest receivable

Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities

Increase (decrease) in deferred revenues

Net Cash Provided (Used) by Operating Activities

The notes to financial statements are an integral part of this statement.

$ -116,942

137,555

13,874
-1,445
4,428

-895

-13,033
6,745
170

$ 21,601

10
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007

Note 1 - Summary of Significant Accounting Policies

(a) Organization -

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

Under the United States Housing Act of 1937, as amended, the U.S. Department of Housing and
Urban Development (HUD) had direct responsibility for administering low-rent housing
programs in the United States. Accordingly, HUD has entered into a contract with the Authority
for the purpose of assisting in financing the acquisition, construction and leasing of housing units
and to make annual contributions (subsidies) to the program for the purpose of maintaining its
low-rent character.

In evaluating the Authority as a reporting entity, management has addressed its relationship with
the City of Mt. Vernon 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 evaluating the criteria set forth in Section 2100 and 2600 of
the Governmental Accounting Standards Board Codification, management has concluded that
the Housing Authority City of Mt. Vernon is a separate reporting entity. All funds and programs
of the Housing Authority are included in these statements. The Housing Authority has no
component units.

(b) Method of Accounting -

The financial statements of the Housing Authority have been prepared on the accrual basis of
accounting and accordingly, reflect all significant receivables, payables and other liabilities.

The Housing Authority applies all relevant Governmental Accounting Standards Board (GASB)
pronouncements.  The funds apply Financial Accounting Standards Board (FASB)
pronouncements and Accounting Principles Board (APB) opinions issued on or before November
30, 1989, unless those pronouncements conflict or contradict GASB pronouncements, in which
case, GASB prevails.



12

HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(c) Funds -

Each of the programs of the Housing Authority are organized on a basis of fund accounting,
using a separate set of self balancing accounts as prescribed by HUD. The programs of the
Housing Authority are:

*  Low Rent Public Housing
Section 8 Choice Vouchers
* Capital Fund Program

These programs are all accounted for within the ‘Proprietary’ (enterprise) fund as described
below:

Proprietary Fund Types:

Proprietary funds use the economic resources measurement focus and utilize the accrual basis
of accounting. All assets and liabilities associated with a proprietary fund’s activities are
included on the fund statement. Proprietary fund equity is segregated into Invested in Capital
Assets Net of Related Debt, Restricted Net Assets and Unrestricted Net Assets.

(d) Cash and Cash Equivalents -

For purposes of the statement of cash flows, the Housing Authority considers all highly liquid
investments to be cash equivalents. Highly liquid is defined as those investments that have a
maturity date of less than one month at the date of purchase.

(e) Accounts Receivable -

The tenants accounts receivable discloses the gross amount due from the tenants at December
31,2007, and does not take into consideration prepaid amounts. The Housing Authority provides
for an allowance for doubtful accounts, based on the estimated collections of current accounts
receivables. The Housing Authority periodically writes off uncollectible accounts receivable to
the allowance account based on a review of the current status of existing receivables and the
determination that the receivable will not be collected.
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(g) Fixed Assets -

For the purpose of determining, distinguishing and recording materials and non-expendable
equipment and personal property purchased or acquired in connection with development,
management, and maintenance of publish housing developments owned or operated, the Housing
Authority follows the following capitalization policy:

If the initial cost of a piece of equipment and/or other personal property is one thousand
dollars ($1,000) or more and the anticipated life or useful life of said equipment or property
is more than one (1) year, the same shall be capitalized and recorded as non-expendable
equipment and charged as a capital expenditure.

Land, buildings and equipment contains the following:

1) The total development construction costs incurred for each project at the end of the initial
operating period,

2) nonexpendable equipment, and
3) property betterments and additions
4) land acquisitions.

These are recorded at cost. Depreciation of property and equipment is provided using the straight
line method for financial reporting purposes at rates based on the following estimates:

Buildings 40 years
Equipment 5-10 years
Transportation equipment 5 years
Leasehold improvements 15 years

(h) Income Tax -

(1)

The Authority, organized as a non-profit corporation subsidized by the Federal government, is
exempt from Federal and State income taxes.

Annual Contributions/Subsidies and Other Grants

Annual contributions and subsidies received from the Department of HUD are recorded as grant
revenues.

Other grants (such as CFP grants) are recognized when program expenditures are incurred. Such
revenue is subject to review by the Department of Housing and Urban Development and may
result in disallowance in subsequent periods.
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 1 - Summary of Significant Accounting Policies

(j) The Housing Authority adopts a budget annually. The budget is submitted to the Board of
Commissioners for approval. Subsequent budget revisions may also be required to be submitted
to the Board of Commissioners.

(k) The preparation of financial statements in conformity with generally accepted accounting
principles require the Housing Authority to make estimates and assumptions that affect certain

reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

Note 2 - Cash and Investments

Statutes authorize the Housing 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 the depository financial institutions. The deposits
exceeding the insured or registered limits are public funds covered by the State of Indiana Public
Deposit Fund.

Custodial Credit Risk

a. Deposits - Custodial credit risk is the risk that in the event of a financial institution failure, the
Authority’s deposits may not be returned to or that the Authority will not be able to recover
collateral securities in the possession of an outside party.

b. Investments - Custodial credit risk is the risk that in the event of the failure of the depository,
the Authority will not be able to recover the value of its investments or collateral securities that
are in the possession of the outside party.

Credit Risk Investments, Concentration of Credit Risk and Interest Rate Risks - Investments

Credit Risk is the risk that an issuer or other counter party to an investment will not fulfill its
obligations. The Housing Authority has no investment policy that limits its investment choices
other than the limitation of state law and/or the Department of Urban Development regulations.

Concentrations of Credit Risk is the risk of loss attributed to the amount of the investment in a
single issuer. The Authority does not have a formal investment policy covering the
concentration of credit risk.

Investment Rate Risk is the risk that changes in interest rates will adversely affect the fair value
of an investment. The Housing Authority has no formal policy that limits investment maturities
as a means of managing its exposure to fair value loses arising from increasing interest rates.
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS

TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 2 - Cash and Investments

The cash deposits held at financial institutions can be categorized according to three levels of risk.
These three levels of risk are as follows:

Category 1 - Deposits which are insured or collateralized with securities held by the Housing
Authority or by its agent in the Housing Authority’s name.

Category 2 - Deposits which are collateralized with securities held by the pledging financial
institution’s trust department or agent in the Housing Authority’s name.

Category 3 - Deposits which are not collateralized or insured.

Based on the three levels of risk, all of the Housing Authority’s funds are classified as Category #1.

Program Book Balance Bank Balance
Low Rent $ 74,186 $ 81,611
Voucher 299,547 300,528

Total $ 373.733 $ 382.139

Note 3 - Compensated Absences

Annual leave will be computed on the basis of an employee’s regular wage or salary for a
comparable work period. Terminating employees who comply with the advance notice requirement
when resigning will be paid for unused annual leave which has been posted to the account. The
Housing Authority City of Mt. Vernon requires all employees to take their annual/vacation leave
each year as earned for the purpose of rest and relaxation; with no carryover of days.

Employees shall begin accruing sick leave at the rate of one (1) day per month, after they have
satisfactorily completed probation period. Sick leave may be accumulated not to exceed thirty (30)

days. In no event shall an employee be paid for sick leave not taken.

Note 4 - Defined Contribution Plan

The Authority has established a pension plan with voluntary enrollment for all regular full-time
employees. After the probationary period is completed the employee may participate with the
minimum of $10 per pay period. The Authority participates for each employee that enrolls an
amount set at annual budget hearing minimum of $5 per pay period. Investment of the pension plan
is up to each employee. Employees contributed $900, while the Authority contributed $225 for the
fiscal year.



HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 5 - Accounts Receivable

Accounts receivable consists of the following accounts:

Tenants accounts receivable
Interfund
Total

Note 6 - Deferred Charges

This classification includes the following accounts:

Prepaid insurance

Note 7 - Fixed Assets

Balance as of December 31, 2007
Balance as of December 31, 2006
Net Increase (Decrease)
Reconciliation
Additions
Dispositions
Current year depreciation expense

Net Increase (Decrease)

Analysis

Land

Buildings

Equipment

Leasehold improvements
Construction in progress

Total
Accumulated depreciation

Total

16

$ 101

129,311

§ 129412

$ 4313

$ 1,783,531

1,789,781

$ -6,250

$ 135,950

-4,645

-137,555

$ -6,250
01/01/2007 Additions/ Deletions/ 12/31/2007

Balance Transfers Transfers Balance

$§ 322,428 0 $ 0 $ 322,428
1,600,442 92,773 0 1,693,215
144,194 26,543 31,734 139,003
1,758,303 76,264 0 1,834,567
125,830 118,253 167,437 76,646
$ 3,951,197 313,833 § 199,171 $ 4,065,859
-2,161,416 16,643 137,555 -2,282,328
§ 1.789.781 § 330.476 $§ 336,726 $ 1.783.531
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 8 - Accounts Payable

This classification includes the following accounts:

Vendors and contractors $ 15,290
Tenants security deposits 10,501
Payroll taxes payable 3,891
Subtotal $ 29,682
Interfund 129,311
Total § 158,993

Note 9 - Accrued Liabilities

Accrued liabilities consists of the following:

Current Portion:

Accrued compensated absences $ 4,711
Payment in lieu of taxes 16,092
Total $ 20,803

Note 10 - Deferred Revenue

This classification consists of the following accounts:
Prepaid rent $ 171

Note 11 - Long Term Debt

The Housing Authority financed a 2007 Chevy Equinox for $16,717.24. There are 36 payments
of $461.59 due the 18" of each month starting May 18, 2007.

Debt service requirements for the long term debt for the next five years are as follows:

Due Fiscal
Year Ending Principal Interest

2008 $ 5,540 $ 0
2009 5,540 0
2010 1,844 0
2011 0 0
2012 0 0

Thereafter 0 0
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

NOTES TO FINANCIAL STATEMENTS
TWELVE MONTHS ENDED DECEMBER 31, 2007
(CONTINUED)

Note 12 - Administrative Fee

The PHA receives an "Administrative Fee" as part of the annual contribution from HUD to cover the
costs (including overhead) of administering the HAP Program. The fee was based on a variable rate
determined by HUD annually.

Note 13 - Allocation of Costs

The PHA allocated expenses not attributable to a specific program to all programs under
management. The basis for this allocation was the number of units in each program. Management
considers this to be an equitable method of allocation.

Note 14 - Contingencies

Federal Grants

In the normal course of operations, the Housing Authority receives grant funds from the Department
of Housing and Urban Development. The programs are subject to audit by agents of HUD, the
purpose of which is to ensure compliance with conditions precedent to the granting of funds. Any
liability for reimbursement which may arise as a result of these audits is not believed to be material.

Note 15 - Risk Management

The Housing Authority carries commercial insurance coverage to cover exposure to the risk of losses
related to torts, thefts, damages, destruction of assets, errors and omissions, injuries, natural disasters
and defalcation.

For insured programs there has been no significant reduction in insurance coverages in the current
or past three years.

Note 16 - Economic Dependency

The Housing Authority received most of its revenue (80%) from the United States Department of
Housing and Urban Development. This funding is subject to federal government appropriations and
potential funding reductions.
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HOUSING AUTHORITY CITY OF MT. VERNON

MT. VERNON, INDIANA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE TWELVE MONTHS ENDED DECEMBER 31, 2007

Federal
CFDA Contract Grant
Federal Grantor/Program Number Number Period

U.S. Department of HUD

Direct Programs:
FYE
Public and Indian Housing 14.850a C-2006 12/31/07

Public Housing - FYE
Capital Funds 14.872 C-2006 12/31/07
Housing Choice FYE
Voucher Program* 14.871 C-2006V 12/31/07

Total Housing Assistance

*Denotes major program.

NOTES TO THE SCHEDULE OF FEDERAL AWARDS (SEFA)
TWELVE MONTHS ENDED DECEMBER 31, 2007

Receipts or
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Program Revenue Disbursements/
Amount Recognized Expenditures
98,385 $ 98,385 $ 98,385
181,645 $ 113,732 $ 113,732
858,401 $ 858,401 $ 858,401
1,138,431 $§ 1,070,518 $§ 1,070,518

Note 1: Expenditures to the Housing Choice Voucher Program are reported as equal to revenues
recognized. This method of expenditure recognition does not reconcile to the Housing Authority’s

financial statements, but is required by HUD.



HOUSING AUTHORITY CITY OF MT. VERNON

ASSETS

CURRENT ASSETS

Cash and cash equivalents
Accounts receivable
Accrued interest receivable
Inventory

Deferred charges

Total Current Assets
CAPITAL ASSETS
Land, buildings and equipment
Less: Accumulated depreciation

Net Capital Assets

OTHER RESTRICTED
Cash - restricted

Total Assets

LIABILITIES

CURRENT LIABILITIES
Accounts payable

Notes payable

Accrued liabilities
Deferred revenue

Total Current Liabilities

NONCURRENT LIABILITIES
Notes payable

Total Noncurrent Liabilities

NET ASSETS

Invested in capital assets
Restricted
Unrestricted

Total Net Assets

MT. VERNON, INDIANA

STATEMENT OF NET ASSETS
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DECEMBER 31, 2007
Low Rent Capital Funds  Voucher
$ 74,186 $ 0 154,521
129,412 0 0
305 0 976
8,339 0 0
4,160 0 153
$ 216402 $ 0 155,650
$ 3,882,667 $ 169,419 13,773
-2,276.867 -1,507 -3,954
$ 1,605800 $§ 167,912 9,819
$ 0 S 0 145,026
$ 1822202 § 167912 310,495
$ 29,578 $ 0 129,415
2,770 0 2,770
19,543 0 1,260
171 0 0
$ 52,062 $ 0 133,445
$ 3,692 § 0 3,692
$ 3,692 § 0 3,692
$ 1,599,338 $§ 167,912 3,357
0 0 145,026
167,110 0 24,975
$ 1,766,448 $§ 167,912 173,358




HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATEMENT OF REVENUE AND EXPENDITURES
TWELVE MONTHS ENDED DECEMBER 31, 2007

Operating Income

Tenant rental revenue
Tenant revenue - other

Total Rental Income
HUD grants - operating
Other income

Gain/loss on sale of fixed assets

Total Operating Income

Operating Expenses

Administration

Tenant services

Utilities

Ordinary maintenance and operation
General expense

Housing assistance payments
Depreciation expense

Total Operating Expenses
Net Operating Income (Loss)

Nonoperating Income (Loss)

HUD grants - capital
Interest income

Total Nonoperating Income (Loss)

Changes in Net Assets
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Low Rent Capital Funds  Voucher
242991 $ 0 S 0
1,784 0 0
244,775 $ 0 S 0
98,385 0 858,401
12,000 0 6,732
-4,397 0 -248
350,763 $ 0 § 864,885
107,604 $ 09 94,302
2,568 0 0
91,248 0 0
114,893 0 161
40,066 0 1,504
0 0 742,689
134,717 1,206 1,632
491,096 $ 1,206 § 840,288
-140,333 § -1,206 $ 24,597
0§ 113,732 § 0
2913 0 4,169
2913 § 113,732 § 4,169
-137420 § 112,526 $ 28.766




HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATEMENT OF CHANGES IN NET ASSETS
TWELVE MONTHS ENDED DECEMBER 31, 2007

Invested in Capital Assets

Balance at December 31, 2006
Transfer
Current year net income (loss)
Balance at Balance at December 31, 2007

Restricted Net Assets

Balance at December 31, 2006
Transfer
Current year net income (loss)
Balance at Balance at December 31, 2007

Unrestricted Net Assets

Balance at December 31, 2006
Transfer
Current year net income (loss)
Balance at Balance at December 31, 2007

Total Net Assets

23

Low Rent Capital Funds  Voucher

$ 1,653,494 § 134896 § 1,391
79,510 -79,510 0
-133,666 112,526 1,966

$ 1599338 § 167912 § 3,357
$ 0 S 0 S 0
0 0 113,251

0 0 31,775

$ 0% 0 § 145,026
$ 170,864 $ 0 § 143,201
0 0 -113,251

-3,754 0 -4,975

$§ 167,110 § 039S 24,975
$ 1766448 § 167912 § 173,358




HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATEMENT OF CASH FLOWS
TWELVE MONTHS ENDED DECEMBER 31, 2007

Operating Activities

Operating grants

Tenant revenue

Other revenue

Housing assistance payments
Payments to employees

Payments to suppliers and contractors

Net Cash Provided (Used) by
Operating Activities

Investing Activities

Interest income

Net Cash Provided (Used) by
Investing Activities

Capital and Related Financing Activities

HUD grants - capital
Additions (deletions) to fixed assets
Issuance of debt

Net Cash Provided (Used) by

Capital and Related Financing Activities

Net Change in Cash
Cash Balance at December 31, 2006

Cash Balance at December 31, 2007
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Low Rent Capital Funds  Voucher
$ 98,385 $ 0 § 858,401
248,809 0 0
7,603 0 6,484
0 0 -742.,689
-93,933 0 -49,818
-262,621 0 -49,020
$ -1,757 § 0 S 23,358
$ 2913 § 0 S 4,169
$ 2913 § 09 4,169
$ 0% 113,732 § 0
-7,513 -113,732 -10,060
6,462 0 6,462
$ -1,051 §$ 0 S -3,598
$ 105 $ 09 23,929
74,081 0 275,618
$ 74,186 $ 0§ 299,547




HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATEMENT OF CASH FLOWS
TWELVE MONTHS ENDED DECEMBER 31, 2007

Reconciliation of Operating Income (Loss) to Net Cash
Provided (Used) by Operating Activities

Net operating income (loss)

Adjustment to Reconcile Operating Income (Loss)
to Net Cash Flows from Operating Activities:
Depreciation

(Increase) decrease in accounts receivable
(Increase) decrease in deferred charges
(Increase) decrease in inventories
(Increase) decrease in interest receivable

Increase (decrease) in accounts payable
Increase (decrease) in accrued liabilities
Increase (decrease) in deferred revenues

Net Cash Provided (Used) by
Operating Activities
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Low Rent Capital Funds  Voucher
$ -140,333 $ -1,206 $ 24,597
134,717 1,206 1,632
7,774 6,100 0
-1,930 0 485
-4,428 0 0
-305 0 -590
-2,907 -6,100 -4,026
5,485 0 1,260
170 0 0
$ -1,757 $ 0% 23,358




PAMELA J. SiMPSON, C.P.A.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

Report on Internal Control Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance With
Government Auditing Standards

Board of Commissioners
Housing Authority City of Mt. Vernon
Mt. Vernon, Indiana

I have audited the financial statements of the governmental activities of Housing Authority City of Mt.
Vernon as of and for the year ended December 31, 2007, which collectively comprise the Housing
Authority City of Mt. Vernon’s basic financial statements and have issued my report thereon dated
August 13, 2008. I conducted 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 Housing Authority City of Mt. Vernon’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 Housing Authority City of Mt. Vernon’s internal control over financial
reporting. Accordingly, I do not express an opinion on the effectiveness of the Housing Authority City
of Mt. Vernon’s internal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employee, in the normal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Housing Authority City of Mt. Vernon’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
Housing Authority City of Mt. Vernon’s financial statements that is more than inconsequential will not
be prevented or detected by the Housing Authority City of Mt. Vernon’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 Housing Authority City of Mt. Vernon’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 not necessarily identify all deficiencies in internal control
that might be significant deficiencies or material weaknesses. I did not identify any deficiencies in
internal control over financial reporting that I consider to be material weaknesses, as defined above.
This report is intended solely for the information of management, the Board of Commissioners and
federal awarding agencies and is not intended to be and should not be used by anyone other than these
specified parties.



Compliance and Other Matters

As part of obtaining reasonable assurance about whether Housing Authority City of Mt. Vernon’s
financial statements are free of material misstatement, I performed tests of its compliance with certain
provisions of laws, regulation, contracts, and grant agreements, noncompliance with which could have
a direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of my audit, and accordingly, I
do not express an opinion. The results of my tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

I noted certain matters that we reported to management of Housing Authority City of Mt. Vernon, in a
separate letter dated August 13. 2008.

This reported in intended solely for the information of management, the Board of Commissioners, 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.

Pamela J. Simpson
Decatur, Illinois Certified Public Accountant
August 13, 2008



PAMELA J. SiMPSON, C.P.A.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

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
Housing Authority City of Mt. Vernon
Mt. Vernon, Indiana

Compliance

I have audited the compliance of Housing Authority City of Mt. Vernon 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
December 31, 2007. Housing Authority City of Mt. Vernon’s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major federal programs is the responsibility of Housing Authority City of Mt. Vernon’s management.
My responsibility is to express an opinion on Housing Authority City of Mt. Vernon’s compliance based
on my audit.

I conducted my 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 I plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about Housing Authority City of Mt. Vernon’s compliance with those requirements and
performing such other procedures as I considered necessary in the circumstances. I believe that my
audit provides a reasonable basis for my opinion. My audit does not provide a legal determination of
Housing Authority City of Mt. Vernon’s compliance with those requirements.

In my opinion, Housing Authority City of Mt. Vernon 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 December 31, 2007. However, the results of my auditing procedures disclosed no instances of
noncompliance with those requirements.

Internal Control Over Compliance

The management of Housing Authority City of Mt. Vernon is responsible for establishing and
maintaining effective internal control over compliance with the requirements of laws, regulations,
contracts, and grants applicable to federal programs. In planning and performing my audit, I considered
Housing Authority City of Mt. Vernon’s internal control over compliance with the requirements that
could have a direct and material effect on a major federal program ir order to determine my auditing
procedures for the purpose of expressing my opinion on compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, I do not
express an opinion on the effectiveness of the Housing Authority City of Mt. Vernon’s internal control
over compliance.



A control deficiency in an entity’s internal control over compliance exists when the design or operation
ofa 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 entity’s ability to administer a federal program such that there
is more than a remote likelihood that noncompliance with a type of compliance requirement of a federal
program that is more than inconsequential will not be prevented or detected by the 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 material noncompliance with a type of compliance requirement
of a federal program will not be prevented or detected by the entity’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 internal control that might
be significant deficiencies or material weaknesses. I did not identify any deficiencies in internal control
over compliance that I consider to be material weaknesses, as defined above.

In addition, I noticed other matters involving the internal control and its operation that I have reported
to management of Housing Authority City of Mt. Vernon in a separate letter dated August 13, 2008.

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

Pamela J. Simpson
Decatur, Illinois Certified Public Accountant
August 13, 2008



HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

STATUS OF PRIOR AUDIT FINDINGS

The prior audit report for the period ended December 31, 2006 contained no findings.
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - SUMMARY
FOR THE YEAR ENDED DECEMBER 31, 2007

Section I - Summary of Auditor’s Results

Low Risk Auditee yes X no
Financial Statements

Type of auditor’s report: ~ Unqualified

*  Material weakness(es) identified? yes X no
*  Significant deficiency(ies) identified that are not
considered to be material weaknesses? yes X none reported
Noncompliance material to financial statements noted yes X no
Federal Awards
Internal control over major programs:
* Material weakness(es) identified? yes X no
*  Significant deficiency(ies) identified that are not
considered to be material weaknesses? yes X none reported
Type of auditor’s report issued on compliance for major programs: Unqualified
Any audit findings disclosed that are required to be reported in
accordance with section 510(a) of Circular A-133? yes X no
Major Programs: (Threshold $300,000) CFDA Number(s)

Housing Choice Voucher Program 14.871
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

CURRENT FINDINGS AND RECOMMENDATIONS

Section 11 - Financial Statement Findings

There were no financial statement audit findings discussed with Terri Austin, Executive Director, during
the course of the audit or at an exit conference held August 5, 2008.

Section III - Federal Award Findings

There were no federal award audit findings discussed with Terri Austin, Executive Director, during the
course of the audit or at an exit conference held August 5, 2008.
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HOUSING AUTHORITY CITY OF MT. VERNON
MT. VERNON, INDIANA

SCHEDULE OF ADJUSTING JOURNAL ENTRIES

DECEMBER 31, 2007
Audit Posting
Low Rent Account Number Debit Credit Account Number
(1)
Tenant revenues 3420 $ 496.00 2806.512
Cash - unrestricted 1111.04 $ 496.00 1111.04
(To adjust cash to actual for two cash reconciling items that will not clear)
)
Furniture, equipment - admin 1400.09 $ 1,058.66 1400.09
Loan payable - auto 2119.01 $ 1,058.66 2119.012
(To adjust the value of the vehicle and the loan payable to actual)
3)
Maintenance materials 4420 $ 608.32 2806.512
Electricity 4320 8,640.61 2806.512
Office expense 4190.02 188.03 2806.512
Other admin & sundry 4190.512 2,542.15 2806.512
Vendors and contractors 2111 $ 11,979.11 2111
(To record additional vendor payables per examination of subsequent payments)
4
Insurance expense 4510 $  3,664.33 2806.512
Interfund to/from Voucher 1295.002 $ 90.70 1295.002
Prepaid insurance 1211 3,573.63 1211

(To correct prepaid insurance based on terms of policies and to correct amount allocated to Voucher
program per discussion with Housing Authority)

Voucher
(1)
Furniture, equipment & mech 1490.092 $ 1,058.58 1490.09
Loan payable 2119.01 $ 1,058.58 2119.01
(To adjust the value of vehicle and the loan payment to actual)
()
Insurance expense 4510 $ 303.75 2810.002
Interfund to/from Low Rent 2145.001 90.70 2145.001
Prepaid insurance 1211 $ 394.45 1211
(To correct prepaid insurance per policy terms and amount that was allocated to Voucher program)
3)
Other admin & sundry 4190 $ 103.88 2810.002
Vendors and contractors 2111 $ 103.88 2111

(To record additional vendor payable per examination of subsequent payments)



PHA:INO3T  FYED: 12/31/2007

cine et
i,

Accouni Dascnpion

o Re
HOouUS

Housing Choice
Wounhers

Fublic Heusing Capital
Fund Prograrm

I'la

Cash - Lnrestriciad

63085

2154 524

bhL

a8, 200

Canh - Other Resiricied

5145 026

B0

518026

Cash - Tananl Security Deposils

20

0

510,501

Total Cash

5499, 547

B

5aT, Tad

128 Accounts Recalvable - Miscellzrecus 5101 50 B0 5000
126, 2 Allawarics for Doubllul Acoounts < Oiner 8 k] B0 50
120 Accrued Inlorest Recelvalils 5205 54076 b gt 281
120 Total Receivalles, hel ol allowarces 'or douttfil accoants BLlE 878 kK 51 382
145 Prapold Exponses ang Clher Assels 1541640 5153 k1 hd 13
145 I lonas $8.330 50 kN hi 109

Allowiarnico for Chioletn iventonia

E1H

0

Inlarpragean Dus From

R4

Blanaii

Tatal Curtol Aksais

SI00 676

HE

el FOFH

L inel

S0

hdd 20

Building s

PR

fil 003 215

] §

15 5
143 Furtiturg, Equipment & Machinery - Dwelliigs 552,028 ) Y fise m2n
1434 Furnitung, Equipmant & Machinery - Admmisirliod [ r2.302 813,793 &0 e 075
1415 LAl nlprovaments 1, i 5 500 b1, B34 66T
14i3 Accumalilod Dopraciohon 152, 276 06T S, 854 1,807 h-2 282,320
i Conslructhon n Propress 0 ki EREEL SRR
14300 Tenal Fleed Ausetn, Nel ol Accumulates Denres K1 B0% B00 S5.819 E1EY 012 51, P HE A1
1HO Tafal Mor-Uurrenl Assals 151,605,501 59,818 S187.812 1,785 597
14101 Tutal Asisols 51 822 202 3310495 S107.91% hat, 300,005

B 22008 4:50:24 PM

34



PHA IND37 FYED. 12/131/2007

N

i Hiem

Azicoun! Description

Law Rant Public
LS

Haowsing Ghoica

fauohars

Fubilis Haousing Capltal
FUnd Hrogram

Tatel

312 Accounls Payable == 80 Davs 215,186 5104 2K 515,400
el Actruad Wape/Payroll Tases Payshle 53,5891 50 1t} 54,850
K \ooried Compensaled Absences - Currenl Portign 53.45 51,260 ] Sd.711
kK] Aecourls Pavable - Cther Sovernment 516,002 50 &0 516.082
34 Teranl Sesunly Degosits 310,50 51 i S 10500
142 Diferrad Revenoas S171 50 50 BT

48 |Lan Liability - Curren) 52, 170 32,770 K] &5, 50
47 Intorprogram Due To %0 =129,34%¢ Sul b 29311
10 Total Currenl Liabillos 52,062 EEERT 50 B an AT
55 Lazon Lintilily - Non Gurpnd 53,682 50 b, a04

Tatal Morcurmant Linblities

i

54

b7 044

Linrasticlod Wel Aasels

524, 878

50

A0 Tatal Linlilifics 155, 754 137,137 S 16851
S Tetanl Contribated Capial 50 1] 50 bl

N Inwastad In Capiol Assols, Mol ol Reloled Sebl 51 555 138 B AhT BIAT 012 S a0y
511 Tolnl Rasaread Fund Balnnce po & =0 S0

5411 Fisstriciod Mol As 50 5145 026 0

i 5167110

Tolil EnultyNol Absais

51 766 448

570,180

B1ET 912

[ELA]K]

Tolil Llabilitieas and Equilyihet Assels

51823, 202

BT H1E

52 000,500

$12/2D08 4:50024 PM

a5



FPHA INO37

FYED: 123112007

36

Lire Hom

Low Rant Pubiic

Housing Chaina

Fublic Hausing Capltal

[4ia Accoun! Descnpliod Higk i PWauchars Fund Pragram Tralal
B el Teranl Renlal Revenue [5242.591 0 ] et 2 A
i F'enant Revenue - Oiher 5 1. 704 O 34 b1, 754
Vih Tolal Tonan! Ravanae [5244 775 kB0 54 padd 775

PG HLID PHA Dperaling Grants

[508,285

SHSH 401

50

hahG, TRE

TG, Capilal Granls 50 50 5113732 P13 702
711 Insasimant (ncome - Jrresineed e 513 3878 50 B, TEE
14 CHnear Revviniue 512,000 58,732 S0 318,702
74 san/Lass on Sole ol Flxed Assets Sl 307 5248 50 il 45
P JIrwastimant neomie - Resiricied 30 54,283 ] 54,200
[ IT.':-I:I Rbvinua 151,676 SHED 054 5112 a7l .-"l:!-|!|ﬂ|[]:‘

(AR s A TATRLY]

AETv-1 T r»2v a



FPHAIND3T  FYED. 12131/2007

37

Ling b
M

Accounl Descnplion

i oy Henl Pubilic
Housing

Fauging Choice
W ouChneg

Fublic Housing Capila
Furd Fragram

Towal

H11 Anminisirative Salenes AL 712 245 B15 501 G001 50
2 Auniting Fres 22,100 52,100 50 54 200
114 Compensased Absdncas 51,260 50 54,7110
115 Ermiplovas Banalil Coninbutions - Adminstralve 510,162 50 532 BET
116 Other Sporating - Adminisitalive 330,962 50 SE0, 48
1249 Tananl Services - Cnr 50 50 52508
03 el 518,705 50 50 596,705

[Ha Elecirigity 572 53 S0 e 872,543
11 Drdiary Manlanance and Qaeralions - Labor 543,308 50 all el A0

aE Cirdinpry Manlananes and Qaarplicns - Matenals and Odbor 510 G506 S0 500

<14 Crgirary Mainlonancs and Qparpliong - Sonlme! Costs S48 278 5167 a0l

i Eimiployaa Banell: Conlibutions - Ordinary Maosmnlenance ELL b0l

1131 |isurance Prsmilims 5479 50

I Citlser Ganaral Exponses 525 b0

HLER Fagimiente in L of Toxes 50 [h0 ERAERA

i Eod Dalt - Terant Rents 50 hid L]
I Tatal Ciporpting Expongas 5356, 170 R Eh( fd b2 341

Excess Dperating Reverue over Cpersting Exosrg

BT ORY

b1, 732

FaHd 110

Houging Assislnnoe Paymerls

h742 800

L

R T

Dapracialion Expansa

51,832

61,208

Tolial Exoorsa:

41,204

Tatal Crher Financong Soutces [Ukes)

a1k

Exponsen

BOH, T

5112526

53,672

8/12/2008 4:50:24 PM



PHA: INO3?  FYED: 1213112007

g4

Lot e

Laow Rent Public

Housimg Sholca

Fublic Hauzing Capital

(0] Agcourl Dasgription Housing [Vruchars Furid Program Tobn
1103 Debl Principal Paymanis - Enterpise Funds ul Bl B0 hit

1105 [Seoinning Equily

5 tdd 552

B 124 BO8

b 1003 el

Prior Patod Adjusimuems, Eauily Transters and Coraction o

1104 EFIors

F

a0

F-T510

B

1120 il Months Avaliable 12,003 [&] 5001
1124 Mumbar ol Linil Months Laassd e 1,046 & 2 G35
1117 Acminislraive Fee Equily 50 Sof 332 30 thal 332
RE Housing Assislance Payments Eguily 50 3 145,026 &0 L O

MNO12/2008 4:50:24 P'M

oport Gonorafod GWT EGI008 D6 51
Dude Sudymivaian Creatoa! Q52020060




PAMELA J. SimpsoN, C.P.A.

433 WEST PERSHING ROAD
DECATUR, ILLINOIS 62526
(217) 872-1908

Board of Commissioners
Housing Authority City of Mt. Vernon
Mt. Vernon, Indiana

In planning and performing my audit of the financial statements of the Housing Authority of Mt. Vernon
as of and for the year ended December 31, 2007, in accordance with auditing standards generally
accepted in the United State of America, I considered the Housing Authorities internal control over
financial reporting (internal control) as a basis for designing my auditing procedures for the purpose of
expressing my opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Housing Authority of the City of Mt. Vernon ’s internal control.
Accordingly, I do not express an opinion on the effectiveness of the Housing Authority of the City of
Mt. Vernon ’s internal control.

The administration of the Housing Authority is responsible for establishing and maintaining a system
of internal accounting control. In fulfilling this responsibility, estimates and judgements by the
administration are required to assess the expected benefits and related costs of control procedures. The
objectives of a system are to provide reasonable, but not absolute, assurance that assets are safeguarded
against loss from unauthorized use of disposition and that transactions are executed in accordance with
authorization and recorded properly to permit the preparation of financial statements in accordance with
generally accepted accounting principles.

Because of inherent limitations in any system of internal accounting control, errors or irregularities may
nevertheless occur and not be detected. Also, projection of the system to future periods is subject to the
risk that procedures may become inadequate because of changes in conditions or that the degree of
compliance with the procedures may deteriorate.

My study and evaluation made for the limited purpose described in the first paragraph would not
necessarily disclose all material weaknesses in the system. However, my study and evaluation disclosed
certain conditions in the following areas of which you should be aware in order to improve operating
efficiencies and strengthen internal controls:

1. HUD regulations require the Housing Authority to obtain a fully executed form HUD 51999.
During my review of current depositories, I noted that the housing authority did not have a current
executed form from at least one financial institution holding agency funds. I recommend that the
Authority execute new depository agreements with all new financial institutions and for any that
have undergone ownership or name changes.

2. During my review of insurance coverage, I noted that the Housing Authority maintains a “position’
surety bond. While this type of bond coverage is allowable, it only provides surety coverage for
those individuals/positions named in the bond. Isuggest that the Housing Authority investigate the
possibility of adding a more comprehensive blanket bond for surety/bonding insurance purposes.



3. While reviewing the Housing Authority’s system of internal controls, it came to my attention that
not all internal control procedures being followed have been included in the written
policy/procedural manual.

In addition to the current policies/procedures, I suggest that the written manual be expanded to
include: (a) approval of journal entries (hard copies initialed or signed) (b) documentation of
approval of payroll (payroll registers should be initialed or signed) (c) credit card use (full
explanation of the purpose of travel, meals and meetings attached to supporting invoices) (d)
personal use of agency assets (such as automobile, cell phone, etc) (e) reconciliation of rent rolls and
HAP registers with written documentation of approval and (f) method of maintenance inventory
physical inventory reconciliation and valuation methods. The written policies should also cover the
extent that outside consultants are used to provide internal controls.

A more detailed written manual will aid in the training of new staff, assure management of
consistency in policy application as well as accurate financial reporting. Expand internal controls
for more specific procedures.

4. During the review of cash reconciliations, it was noted that some reconciling items from prior
periods were still being used in the reconciliations. The Housing Authority should adopt a policy
for investigating and clearing reconciling items on a monthly basis.

5. Itwasnoted that at the end of the current fiscal year, some employees were given special permission
to carry over accrued time off to the subsequent fiscal year. The liability was properly recorded in
the financial statements, but a complete detailed calculation could not be provided. All accounts and
amounts recorded in the financial statements must be fully supported.

6. During the test of Section 8 files, the following comments were discussed: (1) a prior year medical
deduction was given for current year, (2) wage income not calculated consistently, and (3) a child
listed on 50058 was not listed on personal declaration.

This communication is intended solely for the information and used of management, the Board of
Commissioners, and others within the housing authority, and is not intended to be and should not be
used by anyone other than these specified parties. Please feel free to contact me if you have any
questions.

Pamela J. Simpson
Decatur, Illinois Certified Public Accountant
August 13, 2008
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