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January 13, 2016

Board of Directors

Housing Authority of the City of Elkhart
1396 Benham Avenue

Elkhart, IN 46516

We have reviewed the audit report prepared by Mountjoy Chilton Medley, LLP, Independent
Public Accountants, for the period April 1, 2012 to March 31, 2013. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the
Independent Public Accountants' opinion, the financial statements included in the report present fairly the
financial condition of the Housing Authority of the City of Elkhart, as of March 31, 2013 and the results of
its operations for the period then ended, on the basis of accounting described in the report.

We call your attention to the findings in the report. One is referenced in the Independent
Auditor’'s Report on Internal Control Over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards and one is referenced in the Independent Auditor's Report on Compliance with Each Major
Federal Program and Report on Internal Control over Compliance. The first finding describes inadequate
internal controls over accounts receivable and net position with a recommendation to improve the controls
over account reconciliation and financial statement preparation to ensure that the financial statements are
free from misstatements. The second finding describes a lack of housing applicant documentation and
other deficiencies in the housing applicant selection process with a recommendation to improve controls
and add a review of the applicants added to the wait list monthly to ensure applicants are added to the
wait list based on their actual preferences and those preferences are in accordance with the current
Authority's Admissions and Continued Occupancy Policy.

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

Paul D. Joyce, CPA
State Examiner
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CPAs & Advisors

Independent Auditor's Report

Board of Commissioners
Housing Authority of the City of Elkhart

Report on the Financial Statements

We have audited the accompanying financial statements of the Housing Authority of the City of Elkhart
(the "Authority") as of and for the year ended March 31, 2013, and the related notes to the financial statements,
which collectively comprise the Authority's basic financial statements as listed in the table of contents.

; Management's Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
| accounting principles generally accepted in the United States of America; this includes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of financial statements that are

free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

i Our responsibility is to express an opinion on the financial statements based on our audit. We conducted our audit
- in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
_ the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
L whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain andit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor's judgment, including the assessment of the
risks of material misstatement of the financial statements, whether due to fraud or error. In making those risk
assessments, the auditor considers internal control relevant to the Authority's preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate in the circumstances, but not for the
purpose of expressing an opinion on the effectiveness of the Authority’s internal control. Accordingly, we express
no such opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
D reasonableness of significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit
opinion.

‘ Mountioy Chilton Medley LLP
McCauley Centre | 702 North Shore Drive, Suite 500 | Jeffersonville, 1N 47130

E;r;i;ca P 812.670.3400 | F 812.670.3400 : indiana

; 888.587.1718 | www.mcmcpa.com
\. .. i assaciaiton ef legally Indopendant firms. @hi@
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Independent Auditor's Report (Continued)
Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the Authority as of March 31, 2013, and its changes in financial position and cash flows for the year
then ended in accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management's Discussion
and Analysis on pages 3 through 14 be presented to supplement the basic financial statements. Such information,
although not a part of the basic financial statements, is required by the Governmental Accounting Standards Board,
who considers it to be an essential part of financial reporting for placing the basic financial statements in an
appropriate operational, economic, or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United States of
America, which consisted of inquiries of management about the methods of preparing the information and
comparing the information for consistency with management's responses to our inquiries, the basic financial
statements, and other knowledge we obtained during our audit of the basic financial statements. We do not express
an opinion or provide any assurance on the information because the limited procedures do not provide us with
sufficient evidence to express an opinion or provide any assurance. '

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements 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. In addition, the accompanying
statement and certification of actual capital fund grant costs and the financial data schedule are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records used to
prepare the financial statements. Such information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedutes, including comparing and reconciling such
information directly to the undetlying accounting and other records used to prepare the financial statements or to
the financial statements themselves, and other additional procedures in accordance with auditing standards
generally accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 31, 2013, on
our consideration of the Authority's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements and other matters. The purpose of that
report is to describe the scope of our testing of internal control over financial reporting and compliance and the
results of that testing, and not to provide an opinion on internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in
considering the Authority's internal contro! over financial reporting and compliance.

Wm@% Arfeell, L

Jeffersonville, Indiana
December 31, 2013
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MANAGEMENT DISCUSSION AND ANALYSIS
Fiscal Year 2013 Year End Audit Report

By: Joan Lau, Director Finance Elkhart Housing Authority

Housing Authority of the City of Elkhart - MD&A
MANAGEMENT'S DISCUSSION AND ANALYSIS

The Elkhart Housing Authority's (the Authority™) management's discussion and analysis is designed to (a) assist the
reader in focusing on significant financial issues, (b} provide an overview of the Authority's financial activity,
(¢) identify changes in the Authority's financial position (its ability to address the next and subsequent year
challenges), and (d) identify individual fund issues or concerns.

This Management Discussion and Analysis will be presented at the front of each year's financial statements.

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, please read it in conjunction with the Authority's financial statements
{beginning on page 15).




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Financial Highlights

The Authority's net position increased $292,645 (or 2%) during the year ended March 31, 2013. Since the
Authority engages in business-type, Comprehensive counseling, New Construction S/R Section 8, Low Rent
Public Housing, Housing Choice Voucher, and Capital Fund program activities, the increase in net position is
net profit of $§292,645. Our combined Net Position was as follows:

o 2013=813,086,629

o 2012=$12,793,984

o 2011=$12,405,698

Total assets increased by $324,633 due to an increase in capital assets of $257,758 and current assets
increasing by $66,875.

Capital assets increase was caused primarily by the following:
o Decreases in equipment both in dwelling & administration of $137,015 and $8,291, respectively:
o Annual depreciation expenses and sale of assets reducing accumulated depreciation to $655,293
o Increases in leasehold improvements of $965,567
o Increases in construction in progress of $92,792

Current assets increased by $66,875 consisting of:

o Cash decreased by $36,199. Restricted cash and tenant security deposit funds increased by
$118,430 and $5,601, respectively. Unrestricted cash decreased by $157,230.

o Investments in certificates of deposit increased by $300,000.

o Net receivables were down by $334,430 mostly due to:
»  Accounts receivable- HUD other projects down by $351,007
» A decrease in accounts receivable- tenant of $7,644
= Allowance for doubtful accounts decreased, adding back $8,199
»  Accrued interest was up $4,459.

o Prepaid expense was up by $152,674 due mostly to a purchase of new computer software for the
agency of $143,352.

o Inventories decreased by $15,630 by changing to a Just in Time "JIT" approach to inventory.

Total Liabilities were up by $31,988 split with an increase in current liabilities of $54,917 and a decrease in
noncurrent liabilities of $22,929.
e Current liabilities increase was made up of the following:
¢ Accrued payable increased by $44,493
o Accrued payroll increased by $19,311 due payroll date falling mostly in the FYE of 2013
o Compensated absence current portion was reduced by $29,730
o Other small increases to:
»  Accounts payable- HUD $6,288- a new HUD ruling stating all interest based on the restricted
cash or investments will be an accounts payable to HUD.
»  Accounts payable - other government $4,567
*  Tenant security deposits up by $5,601
= Unearned revenue up by $7.480
e Non-current Liabilities were down by $22,929 consisting of:
o A reduction to FSS Escrow in other non-current liabilities of $23,969
o An increase in non-curtent accrued compensated absences of $28,667




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)

March 31, 2013

Financial Highlights (Continued)

J Total revenue increased by $59,585 (or .69%) from 2012's $8,554,274 to $8,613,859 in 2013.

o Capital grant revenue was up by $353,957 due to the finishing several grants in the current year.
Window replacement at Riverside High-rise and a new skin on our Waterfall High-rise building
malke up the majority of this increase.

o Secondly Operating Grants revenue was down by $441,097 due to higher pro-ration in our HCV
department's administration fees and a decision to postpone taking Administration fees from the
Capital Fund program for the Central Office until next year.

o Fraud recovery revenue was up by $17,439 due to the EIV (Enterprise Income Verification).

o Investment interest was down by a total of $7,302 split between unrestricted of $4,013 and $3,289
in restricted interest. This was due to lower restricted cash balances and a lower interest rate, and a
new ruling to place all interest on restricted cash in a payable to HUD.

. Total expenses of all Authority programs increased by $155,226. Total expenses were $8,321,214 for 2013
and $8,165,988 in 2012 respectively. This increase consisted of the following:

Administration expenses § 6,244
Tenant Services 1,719
Utilities 1,620
Ordinary maintenance and operations 9,585
Protective Services 24,722
Insurance premiums 1,458
Other general expenses (3,913)
Housing assistance payments 47,455
Depreciation expense 23,896
Casualty losses _ 42,440
$ 155,226

° The increase in total expenses of $155,226 was primarily made up of the following:

o Administrative expenses increased by $6,244.

Salary and benefits increased by $9,804. The Authority had turnover of employees. Increases
in benefits stemmed from unemployment taxes paid to the exiting employees.

Office expense decreased by $55,671 mostly due to a reduction in paper expense due to
scanning data and a reduction in office supplies usage.

Travel and training increased by $42,706. The EHA alternates training to reduce costs.
This was an on year for training.

Audit costs increased $11,239.

Increased advertising of $1,300 to increase occupancy.

Legal expense was down by $1,968 due to the Authority taking most cases to small claims
court.




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Financial Highlights (Continued)

&}

Maintenance costs increased by $9,585. Decreases in Benefits were due to employee turnover and a
delay in re-hiring.

= By far the largest decrease was $24,667 in contract costs.

* Maintenance material cost was increased by $31,876

&« Maintenance Labor increased by $8,238 and benefits decreased by $2,853

Tenant Services was up $1,719.
Utilities were up only slightly at $1,620.

Protection Services were up $24,722 from last year. This was a 30.37% increase. Funding from the
Capital Fund Grants allowed for increased services.

General expense was down by $3,912. This was caused by the following:
= Compensated absence expense was down $14,057 due to increased usage of time off.
»  Payment of lieu of taxes (PILOT) was down by $3,802
» Bad debt was up $13,947 due to the use of Enterprise Income Verification (EIV) - HUD's
system of income verification.

Insurance expense was just about level from last year.

Casualty losses were up by $50,785 due to a fire in a unit at Washington Gardens. The majority of the
expenses will hit our FYE2014 books, but the proceeds from the insurance check will show up on the
FYE 2013 books due to timing.

Casualty loss was about level to last year.

HAP (Housing Assistance Payments) expense was up by $47,455. This was due to increase in
occupancy and our payment standard ranging from 95-105% of fair market rent for our area. A higher
payment standard allows for more funds being placed at the tenant's disposal to rent higher priced
apartments under the voucher program.

HAP Port-in expense decreased by $88,656.The Authority elected to absorb those vouchers to increase
our accupancy numbers.

Depreciation expense increased by $23,896. Large dollar projects were finished last year. All
windows were replaced at our Riverside high-rise and a new skin was placed on our Waterfall high-
tise. This caused higher depreciation.




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Using this Annnal Report

MD&A

~ Management Discussion
And Analysis ~

Basic Financial Statements

~ Authority-wide Financial Statements - pgs. 15-19~
~ Notes to Financial Statements (expanded/restructured) - pgs 20-26 ~

Other Required Supplementary Information

~ Required Supplementary Information pg. 36~
{Other than MDé&A)

The primary focus of the Authority's financial statement (summarized fund-type information) has been discarded.
The new and clearly preferable focus is on both the Authority as a whole (Authority-wide) and the major individual
funds. Both perspectives (authority-wide and major fund) allow the user to address relevant questions, broaden a
basis for comparison (year to year or Authority to Authority} and enhance the Authority's accountability.

Authority-wide Financial Statements

The Authority-wide financial statements (see pgs. 15 - 19) are designed to be corporate-like in that all business type
activities are consolidated into columns which add to a total for the entire Authority.

These Statements include a Statement of Net Position, which is similar to a Balance Sheet. The Statement of
Net Position reports all financial and capital resources for the Authority. The statement is presented in a format,
where assets minus liabilities equal "Net Position". Assets and liabilities are presented in order of liquidity, and are
classified as "Current” (converiible into cash within one year), and "Non-current”.

-




Housing Authority of the City of Elkhart

Managemens's Discussion and Analysis (Continued)
March 31, 2013

Authority-wide Financial Statements - (Continued)

The focus of the Statement of Net Position (the "Unrestricted Net Position™) is designed to represent the net
available liquid (non-capital) assets, net of liabilities, for the entire Authority. Net Position is reported in three
broad categories:

Net Investment in Capital Assets: This component of Net Position consists of all capital assets, reduced by the
outstanding balances of any bonds, mortgages, notes or other borrowings that are attributable to the
acquisition, construction, or improvement of those assets.

Restricted Net Position: This component of Net Position consists of restricted assets, when constraints are
placed on the asset by creditors (such as debt covenants), grantors, contributors, laws, regulations, ete.

Unrestricted Net Position: Consists of Net Position that do not meet the definition of "Net Investment in
Capital Assets ", or "Restricted Net Position™.

The Authority-wide financial statements also include a Statement of Revenues. Expenses and Changes in Net
Position (similar to an Income Statement). This Statement includes Operating Revenues, such as rental income,
Operating FExpenses, such as administrative, utilities, maintenance, depreciation, Non-Operating Revenue and
Expenses, such as grant revenue, investment income and interest expense.

The focus of the Staternent of Revenues, Expenses and Changes in Net Position is the "Change in Net Posifion”,
which is similar to Net Income or Loss.

Finally, a Statement of Cash Flows is included, which discloses net cash provided by, or used for operating
activities, investing activities, non-capital financing activities, and from capital and related financing activities.

Fund Financial Statements
The Authority's Funds

Business Type Funds- the Housing Finance Corporation and the Elkhart Community Housing Corporations are
sister Not - For - Profit entities to encourage affordable housing for the low income clientele of Elkhart County.

Conventional Public Housing - Under the Conventional Public Housing Program, the Authority rents 672 units that
it owns to low-income households. The Conventional Public Housing Program is operated under an Annual
Contributions Contract (ACC) with HUD, and HUD provides Operating Subsidy and Capital Grant funding to
enable the PHA to provide the housing at a rent that is based upon 30% of household income. The Conventional
Public Housing Program also includes the Capital Fund Program, which is the primary funding source for physical
and management improvements to the Authority's properties.

Housing Choice Voucher Program - Under the Housing Choice Voucher Program, the Authority administers
contracts with independent landlords that own the property. The Authority subsidizes the family's rent through a
Housing Assistance Payment made to the landlord. The program is administered under an Annual Contributions
Contract (ACC) with HUD. HUD provides Annual Contributions Funding to enable the Authority to structure a
lease that sets the participants' rent at 30% of household income.

Other Non-major Funds - In addition to the major funds above, the Authority also maintains the following non-
major funds. Non-major funds are defined as funds that have assets, liabilities, revenues, or expenses of at least 5%
or more of the Authority's total assets, liabilities, revenues or expenses:

Business Activities - represents non-HUD resources developed from a variety of activities.
-8-




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Authority-Wide Statement

Statement of Net Position

The following table reflects the condensed Statement of Net Position compared to prior year. The Authority is
engaged in Business-Type Activities, Conventional Housing & Housing Choice Voucher.

Authority-wide Statement

Statement of Net Position

Table 1
Statement of Net Position
2013 2012
(In thousand {In thousands
of dollars) of dollars)
Current and Other Assets $4,394.9 $4,328.0
Capital Assets 9,272.1 9,014.4
Total Assets $13,667.0 $13,342.4
Current Liabilities $ 4018 $ 3469
Long-Term Liabilities 178.6 201.5
Total Liabilities $ 5804 § 5484
Net Position:
Net Investment in Capital Assets 9,272.1 9.014.4
Unrestricted 3,229.0 3.309.3
Restricted 385.5 470.3
Total Net Position $13,086.6 $12,794.0

For more detailed information see pages 15 and 16 for the Statement of Net Position.




Housing Authority of the Cify of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2813

Major Factors Affecting the Statemen¢ of Net Position

Current assets were decreased by $66,875 Capital Assets increased by $257,758. Primarily these numbers changed

by the following:

Current Assets
Cash unrestricted
Cash restricted
Cash tenant security deposits
Accounts receivable PHA projects
Accounts receivable from HUD
Account receivable misc. net
Net tenant accounts receivable
Notes receivable current portion
Accrued interest receivable
Investmerits
Prepaid expenses

Inventories, net

Capital Assets
Land
Building
Furniture and equipment - dwellings
Furniture and equipment - administration
Leaschold improvements
Construction in progress {CIP)
Accumulated depreciation

The Dwellings and Administration lines were affected by the completion of several large capital fund projects. .
Constructions in Progress of $92,792 and large dollar projects completed caused a net increase of $321,625 in
assets. These came from Capital Fund Projects. Equipment both for Administration and Dwelling increase from
both Capital Fund purchase and management's decision to use cash to invest in Capital Assets. For more detail see

"Capital Assets and Debt Administration” below,

Liabilities increased by $31,988. The majority of the increase was due to Accounts Payables which increased by
$44.493. The majority of the increase in Accounts Payables was due to a timing issue on a Capital Fund project of
$38,420 paid in April 2013, OPEB liability was eliminated this year reducing total liabilities by $27,627.
FSS escrow was down by $23,969 due to a temporary reduction in FSS clients and from clients graduating from the

program or forfeiture by departures from the program.

$  (157.230)

118,430
2,601

(3,528)

(351,007)
15,091
555
4,459
300,000
152,674

(15,170)
$ 66875

$ .

(137.015)

(8,291)
965,567

(655,295)

92,792

$ 257.758

-10-




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Major Factors Affecting the Statement of Net Position (Continued)

Accounts payable-vendor $ 44,493
Accrued wages 19,311
Accrued compensated absences, current portion (29,730)
Accounts payable- HUD 6,288
Accounts payable - other government 4,567
Tenant security deposits 5.601
Unearned revenue 7,480
Other non-current liabilities (8.058)
Accrued liabilities 4,965
Other non-current liabilities {23,969)
Accrued compensated absences, non current 28,667
Accrued pension and other OPEB liabilities (27,627)

$ 31988

Table 2 presents details on the change in Unrestricted Net Position

Table 2
Change of Unrestricted Net Position

Thousands of dollars

Unrestricted Net Position 03/31/12 $3,309.3
Resulis of Operations - total 292.6
Results restricted net position {19.9)
Capital Assets (257.7)
Unrestricted Net Position 3/31/13 3,324.3

While the results of operations are a significant measure of the Authority's activities, the analysis of the changes in
Unrestricted Net Position provides a clearer change in financial well-being.

11-




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Table 3

Statement of Revenues, Expenses and Changes in Net Position

The following schedule compares the revenues and expenses for the current and previous fiscal year.

The Authority is engaged only in Business-Type Activities.

2013

{Thousands of

Revenues
Tenant revenue - rents and other
Operating subsidies and grants
Capital grants
Other grants
Investment income-unrestricted
Fraud recovery revenue
Other revenue
Investment-restricted
(Gain on sale of assets

Total Revenue

Expenses
Administrative
Tenant services
Utilities
Maintenance
Insurance
Protective services
General
Extraordinary maintenance
Casualty loss
Depreciation
Housing assistance payments

Total Expenses

Net Increase

dollars)

$1,053.7
6,360.0
819.2
33

14.1
69.6
287.7

6.3
8.613.9

1.600.2
14.2
2995
1,154.4
185.4
814
1237
50.8
1.1
737.2
4,073.4

83213

292,

2012
{Thousands of
dollars}

$1,045.9
6,801.1
465.2

18.1
522
168.5
33

_8.554.3

1,593.9
12.5
2979
1,144.8
183.9
56.7
127.6
8.8
.6
7133
4.026.0

8.166.0

388.3

Major Factors Affecting the Statement of Revenue, Expenses and Changes in Net Position

Tenant revenue increased $14,272 due to lower than expected occupancy. Other tenant revenue was decreased by
$6,407. There was an increase in tenant charges on work orders. Occupancy for the following years is listed:

2013 94.97%
2012 34.95%
2011 96.28%
2010 96.15%

-12-




Housing Authority of the City of Elkhart
Managemeni's Discussion and Analysis (Continued)
March 31,2013

Major Factors Affecting the Statement of Revenue, Expenses and Changes in Net Position (Continued)

Operating Subsidies decreased by 6.48%. This was due to the directive of HUD that a portion of our operating
subsidies would be taken out of reserves. The Authority elected to preserve our net position and receive fewer
subsidies. Capital grants revenue (financial data schedule line 706.1) increased by 76.08% or $353.957.
This increase was due to a large ticket projects finishing this year. Interest income was down by $7,302
($4,013-unrestricted and $3,289-restricted) mainly due to lower interest rates upon and a purchase of new
Certificate of Deposits towards the end of the year. The Authority sold vehicles that had expended their useful life
for a gain of $6,300.

Operating expenses increased overall by $41,435. Administrative expenses increased $6,244 due to increased
auditing cost of $11,239 and increased training/travel cost of $42,706. These were offset by decreases in office
expense of $55,671 and legal expense of $1,968. Combined administrative salary and benefits increased by 89,804
Salary increased by $672 and benefits increased $9,132. Utilities increased by $1,620 - Electricity was up by only
$114. Gas was up by $1,284. Water expense was down by $2,353 but sewer expense was up by $2,575. This
increase was mainly due to high storm water drainage levees by the City of Elkhart. Protective services increased
by $24,722. Tnsurance premiums increased by $1,458 which was mainly level. Depreciation increased due to new
large capital assets were placed in service in the last year. Maintenance costs were increased by $9,585 due to
decreases in contract costs by a switch to fee for service from outside contractors. Material and Maintenance Labor
both increased due to the same reason of increased fee for service. Maintenance Benefits were reduced due to
employee turnover,

Capital Assets and Debt Administration
Capital Assets
As of the year end, the Authority had $9,272,146 invested in a variety of capital assets as reflected in the following

schedule, which represents a net increase (addition, deductions and depreciation) of $257,758 from the end of last
year.

Table 4

Capital Assets at Year-End
{Net of Depreciation)

Business-type

Activities
2013 2012
Land and land rights $ 1,065,518 $ 1,065,518
Buildings 16,091,717 16,091,717
Equipment - Administrative 646,731 474,769
Equipment - Dwelling 466,478 783,746
Leasehold Improvements 13,354,597 12,389,030
Accumulated Depreciation {22,456 ,401) (21,801,108)
Construction In Progress 103,508 10,716
Total $9,272,146 $9,014,388

-13-




Housing Authority of the City of Elkhart
Management's Discussion and Analysis (Continued)
March 31, 2013

Capital Assets and Debt Administration (Continued)

The following reconciliation summarizes the change in Capital Assets:

Table 5
Change in Capital Assets

Beginning Balance $9,014,388
Additions 895,940
Construction in Progress 103,508
Retirements {86,395)
Depreciation {655,295)
Ending Balance $9,272,146

This year's major additions are:

Business - Type Activities

Leasehold improvements $ 865,401

Equipment Purchases $ 30,539

Construction in progress $ 103,508
Debt Outstanding

As of year-end, the Authority had no outstanding debts.
Economic Factors
Significant economic factors affecting the Authority are as follows:

. Federal funding of the Department of Housing and Urban Development
J Local labor supply and demand, which can affect salary and wage rates

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

» Inflationary pressure on utility rates, supplies and other costs

. Rising fuel cost.

Financial Contact
The individual to be contacted regarding this report is Joan Lau, Director of Finance of the Housing Authority of

the City of Elkhart, at (574) 295-8392. Specific requests may be submitted to Joan Lau, Director of Finance,
Housing Authority of the City of Elkhart, 1396 Benham Ave, Elkhart, IN 46516.
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Housing Authority of the City of Elkkhart
Statement of Net Posifion
March 31, 2013

Assets

Current Assets
Cash and cash equivalents
Cash and cash equivalents - restricted
Investments
Accounts receivable - PHA projects
Accounts receivable - tenants, net
Accounts receivable - HUD
Accounts receivable - miscellaneous
Accrued interest receivable
Inventory, net

Other assets

Total Current Assets

Capital Assets
Land
Buildings
Furniture, equipment and machinery
Leasehold improvements

Construction in progress

Less: accumnulated depreciation

Capital Assets, Net
Total Assets

Deferred Outflows of Resources

-15-

1,738,980
682,572
1,600,000
7,640
29,834
3,222
57,602
10,650
55,296

209,056

4,394,852

1,065,518
16,091,717
1,113,209
13,354,597
103,508

31,728,549
(22,456,403)

9,272,146

13,666,998




Housing Authority of the City of Elkhart
Statement of Net Position (Continued)
March 31, 2013

Liabilities
Current Liahilities
Accounts payable
Accounts payable - HUD
Accounts payable - other government
Accrued compensated absences - current portion
Accrued wages/payroll taxes payable
Security deposits
Unearned revenue

Other current liabilities

Total Current Liabilities

Noncurrent Liabilities
Accrued compensated absences - net of current portion
Other noncurrent liabilities

Total Noncurrent Liabilities

Total Liabilities

Deferred Inflows of Resources

Net Position
Net investment in capital assets
Unrestricted net position

Restricted net position

Total Net Position

See accompanying notes.
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99,295
10,395
63,833
41,760
62,468
91,864
25,511

6.657

401,783

83,025
95,561

178,586

580,369

9,272,146
3,324,301

490,182

$

13,086,629




Housing Authority of the City of Elkhart

Statement of Revenues, Expenses and Changes in Net Position

Year Ended March 31, 2013

Operating Revenues
Tenant revenue
HUD PHA operating grants
Fraud recovery
Other revenue

Total Operating Revenues

Operating Expenses
Administration
Tenant service
Utilities
Ordinary maintenance and operations
Protective services
Insurance premiums
Other general expenses
Housing assistance payments
Depreciation

Total Operating Expenses
Net Operating Loss

Nonoperating Revenue (Expense)
Interest and investment revenue
Gain on disposal of capital assets
Casualty losses

Total Nonoperating Fxpense, Net
Net Loss Before Capital Fund Grant
Capital Fund Grant

Change in Net Position

Net Position, Beginning of Year

Net Position, End of Year

See accompanying notes.

$ 1,053,710
6,360,007
69,636

290,960

7,774,313

1,600,185
14,157
299,545
1,154,407
81,396
185,366
123,660
4,073,448
737,190

8,269,354

(495,041)

14,059
6,300
(51,860)

(31,501)

(526,542)
819,187

292,645

12,793,984

$ 13,086,629
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Housing Authority of the City of Elkhart
Statement of Cash Flows
Year Ended March 31, 2013

Operating Activities
Cash received from tenants
Cash received from HUD PHA grants
Other cash received
Cash payments for operating expenses

Net Cash Provided by Operating Activities

Investing Activities
Interest received
Net cash invested in certificates of deposit

Net Cash Used by Investing Activities

Capital and Related Financing Activities
Capital grant receipts

Proceeds from disposal of capital assets
Net cash used to purchase of capital assets

Net Cash Used by Capital and Related Financing Activities

Non-capital Financing Activities
Extraordinary maintenance and casualty losses

Cash Used by Non-capital Financing Activities

Net Decrease in Cash and Cash Equivalents

Cash and Cash Equivalents
Beginning of Year

End of Year

* Cash reconciliation as reported on the Statement of Net Position
Cash and cash equivalents
Cash and cash equivalents - restricted

-18-

1,053,155

6,721,720

344,615
(7,643,967)

475,523

9,599
(300,000)

(290.401)

819,187
4,600
{993,248)

(169,461)

(51,860)

(51,860)

(36,199)

2,457,751

2,421,552

1,738,980
082,572

2,421,552




Houging Authority of the City of Elkhart
Statement of Cash Flows (Confinued)
Year Ended March 31, 2013

Operating Activities
Net operating loss
Adjustments to reconcile net operating loss
to net cash provided by operating activities:

Depreciation expense

Bad debts

{Increase) decrease in:
Accounts receivable - PHA projects
Accounts receivable - tenants
Accounts receivable - HUD
Accounts receivable - miscellaneous
Inventory
Other assets

Increase (decrease) in:
Accounts payable
Accounts payable - HUD
Accounts payable - other government
Accrued compensated absences
Accrued wages/payroll taxes payable
Security deposits
Unearned revenue
Other current liabilities

Other non current liabilities

Net Cash Provided by Operating Activities

Supplemental Disclosure of Noncash Capital and Related
Financing Activities
Purchase of capital assets:
Cost of property and equipment additions
Trade in allowance on like-kind exchanges

Net Cash Used to Purchase Capital Assets

See accompanying notes.
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(495,041)

737,190
59,813

(890)
(60,368)
355,425
(15,091)

15,170
(152,674)

44,493
6,288
4,568

(1,063)
19,311
5,601
7,480

(3,093)

(51,596)

475,523

(999,4438)
6,200

(993,248)




Housing Authority of the City of Elkhart
Notes to Financial Statements
March 31, 2013

Note A - Nature of the Organization and Operations

The Housing Authority of the City of Elkhart (the "Authority™) was established by the City of Elkhart (the "City")
pursuant to the laws of the State of Indiana, to transact business and to have powers as defined therein.
The Authority was established to provide fow-rent housing for qualified individuals in accordance with the rules
and regulations prescribed by the Department of Housing and Urban Development ("HUD") and other applicable
Federal Agencies. Under the United States Housing Act of 1937, as amended, 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 refationship with the City and
concluded that the City does not maintain an oversight responsibility for the Autherity's operations. An independent

Board of Commissioners, appointed by the Mayor, 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 of Elkhart
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.

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

Consequently, in accordance with evaluating the criteria set forth in Section 2100 and 2600 of the Governmental
Accounting Standards Board Codification ("GASB"), management has concluded that the Housing Authority of the
City of Flkhart is a separate reporting entity. All funds and programs of the Authority are included in these
statements.

The Authority has a blended component unit consisting of two non-profit corporations. The first is known as
Housing Finance Corporation. The Housing Finance Corporation was formed to carry out or assist in carrying out
low-income housing projects, including assistance by borrowing and lending funds, with an emphasis on
low-income housing projects formed or financed in compliance with Section 8 of the United States Housing Act of
1937 and the regulations promulgated thereunder. The second non-profit corporation, Elkhart Community Housing
Corporation, was formed to provide affordable, decent, and safe housing to low and moderate income individuals
and families within the City and Elkhart County.

Note B - Summary of Significant Accounting Policies

This summary of significant accounting policies of the Authority is presented to assist in understanding the
Authority's financial statements. The financial statements and notes are representations of the Authority's
management, who is responsible for their integrity and objectivity. These accounting policies conform to
accounting principles generally accepted in the United States of America and have been consistently applied in the
preparation of the financial statements.
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Housing Authority of the City of Elkhart
Notes to Financial Statements (Continued)
March 31, 2013

Note B - Summary of Significant Acecounting Policies (Continued)

1.

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

In accordance with GASB, the Authority's proprietary funds follow all GASB pronouncements and those
Financial Accounting Standards Board Statements and Interpretations, Accounting Principles Board
Opinions, and Accounting Research Bulleting, except those that conflict with or contradict a GASB
pronouncement.

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

Each of the programs of the 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 Authority are:

. Low Rent Public Housing

. Housing Choice Vouchers

. Housing Counseling Assistance Program

. Capital Fund Program

. Resident Opportunity and Supportive Services

. Elkhart Community Foundation Grant {State and Local)

. Component Units (Housing Finance Corporation and Elkhart Community Housing Corp)

Use of Estimates: The preparation of financial statements, in conformity with accounting principles generally
accepted in the United States of America, requires management to make estimates and assumptions that
affect the reported amounts of assets and liabilities (and disclosure of contingent assets and liabilities, if any)
at the date of the financial statements and the reported amounts of revenues and expenses during the reporting
petiod. Actual results could differ from those estimates.

Cash and Cash Equivalents: For purposes of the statement of cash flows, the Authority considers all highly
liquid investments to be cash equivalents. The term "highly liquid" refers to investments with a maturity of
three (3) months or less at the time of purchase.

Interprogram Receivables and Payables: During the course of operations, numerous transactions occur within
individual programs that may result in amounts owed between these programs. These receivables and
payables have been eliminated in the financial statements.

Accounts Receivable: The Authority provides for an allowance for doubtful accounts, which is based on
historical experience, coupled with a review of the current status of existing receivables. The 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 certain receivables will not be collected. The
allowance for doubtful accounts related to accounts receivable - tenants was $15,130 at March 31, 2013,
Management believes all other receivables as of March 31, 2013 are collectible and no allowance is
necessary.
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Housing Authority of the City of Elkhart
Notes to Financial Statements (Continued)
March 31,2013

Nete B - Summary of Significant Accounting Policies (Continued)

7.

10.

11

Investments: Investments, consisting of certificates of deposit, are stated at cost which approximates market
value.

Inventories and Materials: Inventories, consisting of materials and supplies, are stated at the lower of cost
(determined by the weighted average method) which approximates market value determined on a first-in,
first-out basis. Management has established an allowance for obsolete inventory which totaled $915 at
March 31, 2013, and is deducted against inventory to properly reflect the lower of cost or market value.

Capital Assets: The Authority follows the following capitalization policy for capital asset additions:

If the initial cost of a piece of equipment and/or other personal property is five hundred dollars (3500) or
more and the anticipated useful life of the equipment or property is more than one (1} year, the equipment
shall be capitalized and recorded as non-expendable equipment and charged as a capital expenditure.

Capital assets contain the following:

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

» non-expendable equipment,

» property betterments and additions,

e land acquisitions.

Capital assets are recorded at cost. Depreciation is provided using the straight line method for financial
reporting purposes at rates based on the following estimates:

Buildings 10-50 years
Equipment 5-15 years
Transportation equipment 5-15 years
Furniture and fixtures 5-15 years
Leaschold improvements 10-50 years

Net Position: Net position is classified into three components as defined below:

) Net investment in capital assets - this component of net position consists of capital assets, net of
accumulated depreciation, costs to be recovered from future revenues and unamortized debt expense
reduced by outstanding balances of any bonds, mortgages, notes or other borrowings that are
attributable to the acquisition, construction or improvement of those assets.

. Restricted - this component of net position consists of net position whose use have been constrained
through external constraints imposed by creditors, contributors or laws and regulations of other
governments or constraints imposed by law through constitutional provisions or enabling legislation.

) Unrestricted - this component of net position consists of net assets that do not meet the definition of
"restricted” or "net investment in capital assets".

Income Tax: The Authority has qualified with the Internal Revenue Service and the Indiana Department of
Revenue as a tax-exempt organization for income tax purposes and, accordingly, there is no provision in the
financial statements for federal or state income taxes. Management has determined that the application of
FIN 48 has no effect on its financial statements.
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Housing Authority of the City of Elkhart
Notes to Financial Statements (Continued)
March 31, 2013

Note B - Summary of Significant Accounting Policies (Continued)

12.

3.

14.

15.

Annual Contributions/Subsidies and Other Grants: Annual contributions and subsidies received from the
HUD are recorded as grant revenues. Other grants (such as Capital Fund Program grants and ROSS grants)
are recognized when program expenditures are incurred. Such revenue is subject to review by HUD and may
result in disallowance in subsequent periods.

Budget: The 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 for approval.

Leasing activities (as lessor): The Authority is the lessor of dwelling units mainly to low income and/or
elderly and disabled residents. The rents under the leases are determined generally by the resident's income as
adjusted by eligible deductions regulated by HUD, although the resident may elect for a flat rent option.
Leases may be cancelled by the lessee at any time. The Authority may cancel the lease enly for cause.

Revenue Recopnition: Rental income is recognized as rents become due and expenses are recognized as
incurred without regard to the date of receipt or payment of cash.

Subsequent Events: The Authority has evaluated events and transactions for potential recognition or
disclosure through the date of the Tndependent Auditor's Report, the date the accompanying financial
statements were available for issuance.

Note C - Cash and Investments

Statutes authorize the Authority to invest in certificates of deposit, money market funds, United States government
securities and repurchase agreements fully collateralized by United States government securities.

All cash and investments are insured up to $250,000 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:

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

Concentration of Credit Risk:

Concentration 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.
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Housing Authority of the City of Elkhart
Notes to Financiai Statements (Continued)
March 31,2013

Note C - Cash and Investments (Continued)

Interest Rate Risk:

Interest rate risk is the risk that changes in interest rates will adversely affect the fair value of an investment.

The Authority has no formal policy that limits investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates.

The carrying value of cash and cash equivalents and certificates of deposit owned at March 31, 2013 was
$2,421,552 and $1.600,000, respectively. The bank balance of cash and cash equivalents and certificates of deposit
owned at March 31, 2013 was $2,666,572 and $1,600,000, respectively.

Restricted cash totaled $682,572 at March 31, 2013, and was comprised of the following:

FSS program tenant escrow accounts $ 95,561
Tenant security deposits ~ 91,864
HCYV housing assistance payments 490,182
Payment of current liabilities 4,965

$ 682,572

A corresponding liability for the tenant escrow accounts has been shown as other noncurrent liabilities on the
Statement of Net Position. See Note F for details on the restricted net position which corresponds to the Housing
Choice Voucher program housing assistance payment restricted cash.

Note D - Investments

At March 31, 2013, investments consist of 16 certificates of deposit totaling $1,600,000 with varying interest rates
ranging from .40% to 2.00%, and maturing at various dates through November 2015. The certificates of deposit are
held with three financial institutions.

Note E - Capital Assets

The following is the detailed transactions of capital assets during the year ended March 31, 2013:

Balance at Balance at
04/01/12 Additions Disposals Transters 03/31/13
Land $ 1,065,518 $ - b - $ - $ 1,065,518
Buildings 16,091,717 - - - 16,091,717
Equipment and furniture 1,258,515 30,539 (86,395) (89,450) 1,113,209
Leasehold improvements 12,389,030 865,401 - 100,166 13,354,597
Construction in progress 10,716 103,508 - (10,716) 103,508
$ 30,815,496 § 999,448 $ (86,395) § - $ 31,728,549

Total depreciation expense for the year ended March 31, 2013, was $737,190.

yn




Housing Autherity of the City of Elkhart
Notes to Financial Statements (Continued)
March 31, 2013

Note F - Restricted Net Position

In accordance with guidelines established by HUD, any housing assistance payment (HAP) budget authority
provided to a housing authority in excess of actual program expenses for the same period must be maintained as
restricted net position to be used only for HAP payments incurred in the running of the Housing Choice Voucher
program. Accordingly, the Authority has recorded $490,182 as restricted net position at March 31, 2013, in the
Housing Choice Voucher Program.

Note G - Compensated Absences

Sick Leave:

Employees may be paid for leave taken due to illness. Sick leave is accumulated at the rate of 3.69 hours per pay
period. Any employee having more than four hundred eighty (480) hours accumulated sick leave forfeits
accumulated pay for any hours over four hundred eighty (480) hours. An employee may take hours in excess of
four hundred eighty (480) hours for illness at the discretion of the Executive Director.

Employees who voluntarily terminate employment shall be paid a lump sum for fifty percent (50%) of any

“accumulated sick leave up to two hundred forty (240) hours for four hundred eighty (480) or more hour's

accumulated sick leave.

However, if the separation is the result of retirement at or after the age of 62 and the employee has five (5) or more
years of continuous service prior to retirement, the employee shall be paid one hundred percent (100%}) of the
accumulated sick leave up to four hundred eighty (480) hours pay for four hundred eighty (480) or more hours of
accumulated sick leave.

Annual Leave:

Annual leave with pay shall be earned by all full time employees at the following rates:

Beginning the first pay date following employment, the employces shall earn 3.08 hours of annual leave time per
pay period. The employee shall continue to earn annual leave at this rate through the end of the fifth year of
continuous service.

After five (5) full years of continuous employment and beginning on the first pay date of the sixth year of
continuous employment, the employee shall earn 4.62 hours of annual leave time per pay period.

After ten (10) years of continuous service and beginning in the first month of the eleventh year of employment, the
employee shall earn 6,15 hours of annual leave time per pay period.

After fifteen (15) years of continuous service and beginning in the first month of the sixteenth year of employment,
the employee shall earn 7.15 hours per pay period.

Employees may accrue time up to twenty-five (25) working days (200 hours). Hours accrued in excess of 200 shall
not be posted and shall not be paid. Tt will be at the discretion of the Department Director/Executive Director to
waive the loss of excess hours accrued over 200 when an employee is not able to take any annual time off at the
time the excess hours are accrued.

The accrued compensated absence liability at March 31, 2013, was $124,785, of which $41,760 is recoghized as
current.
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Housing Authority of the City of Elkhart
Notes to Financial Statements (Continued)
March 31, 2013

Note H - Defined Contribution Plan

The Authority provides pension benefits for all of its full-time employees through a defined coniribution plan.
In a defined contribution plan, benefits depend solely on amounts contributed to the plan plus investment earnings.
The Plan requires the Authority to centribute 12.5% of the employee's base salary each month. The Authority's
contribution for each employee is vested after 5 years. The Authority's contributions forfeited by employees who
leave employment prior to vesting are used to reduce current costs and contribution requirements. For the fiscal
year ended March 31, 2013, actual contributions by the Authority were $147,622 based on §1,383,157 of wage and
salary expense.

Note I - Contingencies

In the normal course of operations, the Authotity 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. Management believes any liability for reimbursement which
may arise as a result of these audits will not be material.

Note J - Major Funding Source

The Authority is substantially funded by Federal awards. This funding is subject to federal government
appropriations and potential funding reductions. Management does not anticipate any material change in funding.

Note K - Risk Management

The Authority is exposed to various risks of loss from torts, theft of, damages to, or destruction of assets, business
interruption, errors or omissions, job related ilinesses or injuries to employees, and natural disasters. The Authority
has purchased commercial insurance to mitigate its exposure to such losses. The various insurance policies are
subject to deductible amounts and maximum coverages. If the deductible and maximums are exceeded, this could
cause the Authority to suffer losses if a loss is incurred from any such incidents. The ultimate outcome of such
uninsured losses cannot presently be determined, and no provision for any liability that may result, if any, has been
made in the financial statements.
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CPAs & Advisors

Independent Auditor's Report on Internal Control Over Financial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards

‘g i To the Board of Commissioners
Housing Authority of the City of Elkhart

o We have audited, in accordance with the auditing standards generally accepted in the United States of America and
i the standards applicable to financial audits contained in Government Auditing Standards issued by the Comptroller

General of the United States, the financial statements of the Housing Authority of the City of Elkhart
o (the "Authority”) which comprise the statement of net position as of March 31, 2013, and the statements of
revenues, expenses, and changes in net position and cash flows for the year then ended, and the related notes to the
' financial statements, and have issued our report thereon dated December 31, 2013.

Internal Control Over Financial Reporting

- In planning and performing our audit of the financial statements, we considered the Authority's internal control over
financial reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
L the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
7 on the effectiveness of the Authority's internal control. Accordingly, we do not express an opinion on the
, | effectiveness of the Authority's internal control.

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

‘ i Our consideration of internal control was for the limited purpose described in the first paragraph of this section and
was not designed to identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies. Given these limitations, during our audit we did not identify any deficiencies in internal control that
we consider to be material weaknesses. However, material weaknesses may exist that have not been identified.
We did identify a deficiency in internal control, described in the accompanying schedule of findings and questioned
costs as item 2013-01.
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Independent Auditor's Report on Internal Control Over i?‘inancial Reporting and on
Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Government Auditing Standards (Continued)

Compliance and Other Matters

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

Authority's Response to Findings

The Authority's response to the finding identified in our audit is described in the accompanying schedule of
findings and questioned costs. The Authority's response was not subjected to the auditing procedures applied in the
audit of the financial statements and, accordingly, we express no opinion on it.

Purpose of this Report

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

WMW a2

Jeffersonville, Indiana
December 31, 2013
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CPAs & Advisors

Independent Auditor's Report on Compliance for Each Major Federal Program
and Report on Internal Control over Compliance

To the Board of Commissioners
Housing Authority of the City of Elkhart

Report on Compliance for Each Major Federal Program

We have audited the Housing Authority of the City of Elkhart's (the "Authority's") compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement that could have a direct
and material effect on each of the Authority's major federal programs for the year ended March 31, 2013
The Housing Authority's major federal programs are identified in the summary of auditor's results section of the
accompanying schedule of findings and questioned costs.

Management's Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants
i applicable to its federal programs.

Auditor's Responsibility

Our responsibility is to express an opinion on compliance for each of the Authority's major federal programs based
on our audit of the types of compliance requirements referred to above. We conducted our audit of compliance in
accordance with auditing standards generally accepted in the United States of America; the standards applicable to
financial audits contained in Govermment Auditing Standards, issued by the Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable
P assurance about whether noncompliance with the types of compliance requirements referred to above that could
have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the Housing Authority's compliance with those requirements and performing such other procedures
0 as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major federal
- program. However, our audit does not provide a legal determination of the Housing Authority's compliance.

Opinion on Each Major Federal Program
‘ In our opinion, the Authority complied, in all material respects, with the types of compliance requirements referred

to above that could have a direct and material effect on each of its major federal programs for the year ended
March 31, 2013,
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Independent Auditor's Report on Compliance for Each Major Federal Program
and Report on Internal Control over Compliance (Continued)

Other Matters

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be reported in
accordance with OMB Circular A-133 and which is described in the accompanying schedule of findings and
questioned costs. Our opinion on each major federal program is not modified with respect to this matter.

The Authority's response to the noncompliance finding identified in our audit is described in the accompanying
schedule of findings and questioned costs. The Authority's response was not subjected to the auditing procedures
applied in the audit of compliance and, accordingly, we express no opinion on the response.

Report on Internal Control over Compliance

Management of the Authority is responsible for establishing and maintaining effective internal control over
compliance with the types of compliance requirements referred to above. In planning and performing our audit of
compliance, we considered the Authority's internal control over compliance with the types of requirements that
could have a direct and material effect on each major federal program to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and 1o test and report on internal control over compliance in accordance with OMB Circular A-133, but
not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly,
we do not express an opinion on the effectiveness of the Housing Authority’s internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant deficiencies may
exist that were not identified. We did not identify any deficiencies in internal control over compliance that we
consider to be material weaknesses, However, we identified a deficiency in internal control over compliance, as
described in the accompanying schedule of findings and questioned costs as item 2013-02, that we consider to be a
significant deficiency.

The Authority's response to the internal control over compliance finding identified in our audit is described in the
accompanying schedule of findings and questioned costs. The Housing Authority's response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of
internal control over compliamce and the results of that testing based on the requirements of OMB Circular A-133.
Accordingly, this report is not suitable for any other purpose.

%W /’/‘4/3- Lep
Jeffersonville, Indiana
December 31, 2013
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Housing Authority of the City of Elkhart
Schedule of Findings and Questioned Costs
For The Year Ended March 31, 2013

Section I - Summary of Independent Auditor's Results
Financial Statements
Type of auditor's report issued:
Internal control over financial reporting:
Material weakness(es) identified?
Significant deficiency(ies) identified not considered to
be material weaknesses?
Noncompliance material to financial statements noted?
Federal Awards
Internal control over major programs:
Material weakness(es) identified?
Significant deficiency(ies) identified that are not

considered to be material weakness(es)?

Type of auditor's report issued on compliance for
major programs:

Any audit findings disclosed that are required to be reported

Ungualified

yes _ X no

X _ves _  none reported

. ves_X no

yes X no

Xx_ yes__ none reported

Ungualified

in accordance with Section 510(a) of Circular A-1337 _X _Ves__ no
Identification of major programs:
CFDA Number Name of Federal Program ot Cluster
14.871 Section 8 Housing Choice Vouchers $ 4,386,543
14.850 Public and Indian Housing § 1,775,015
Dollar threshold used to distinguish between Type A and Type B programs: $ 300,000

Auditee qualified as low-risk auditee? yes_ X no
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Housing Authority of the City of Elkhart
Schedule of Findings and Questioned Costs (Continued)
For The Year Ended March 31, 2013

Section II - Findings - Financial Statemen{ Audit

Ttem 2013-01 - Lack of Timely Account Reconciliations and Internal Controls over Financial Statement
Preparation - Significant Deficiency

Condition;

Adjusting journal entries were necessary to accounts receivable - HUD and net position as a result of misstatements
detected by audit procedures.

Criteria:
The Authority is required to have sufficient internal controls in place to ensure all accounts are consistently
reconciled to supporting documentation.

Effect:
Prior to audit adjustments, accounts receivable - HUD and net position were misstated.

Cause: :
Sufficient controls were not in place to ensure net position was properly rolled forward from the prior fiscal year
end and to ensure that accounts receivable - HUD was properly reconciled to supporting documentation.

Recommendation:
The Authority should improve controls over the account reconciliation and financial statement preparation process,
to ensure the financial statements are consistently free from misstatements.

Response:

Due to ongoing difficulties with our current software system the Elkhart Housing Authority has purchased a new
software system from Tenmast Software Systems which we anticipate will correct this deficiency in future financial
statement preparation.

-32-




Housing Authority of the City of Elkhart
Schedule of Findings and Questioned Costs (Continued)
For The Year Ended March 31, 2013

Section I11 - ¥indings - Major Federal Award Programs Audit

Ttem 2013-02 - Public Housing Waitlist - Significant Deficiency
Public and Indian Housing Program (CFDA #14.850)

Condition:

We were unable to verify that applicants were properly selected for housing in accordance with the selection
policies detailed in the Authority’s Admissions and Continued Occupancy Policy ("ACOP"). This was due to the
fact that the Authority's policies do not call for waitlists or other documentation to be maintained after applicants
are selected for housing from the respective list, and applicants with multiple preferences oftentimes are not added
to the waitlist. Several Public Housing Program applicants were not added to the wait list in the proper order based
upon the Authority’'s ACOP.

More specifically, the following deficiencies were noted related to the Authority's public housing waitlist:

. Waitlists were not consistently maintained in order to provide documentation showing that applicants were
selected for housing in the proper order.

) Some applicants were immediately selected for housing upon receipt of their application and were never
added to the waitlist

. Applicants were awarded preferences based upon the preferences detailed in an outdated version of the
Authority’s ACOP.

. Three (3) applicants out of twenty-five (25) applicants tested were not awarded preferences which
documentation showed they were eligible for.

Criteria:

Documentation must be maintained to prove that all applicants are selected for housing in accordance with the
Authority's ACOP. All Public Housing Program applicants must be consistently awarded preferences and added to
the wait list based upon the preferences and policies detailed in the Authority's ACOP.

Effect:

Applicants may not have been added to the Authority’s wait list and housed in accordance with the Authority's
ACOP.

Cauge:
Controls were not in place to ensure a proper audit trail was maintained, all applicants were added to the waitlist,

and that applicants were awarded preferences based upon the Authority's Admissions and Continued Occupancy
Policy.

Questioned Costs:
The exact total of questioned costs, if any, could not be determined.

Recommendation:

The Authority should improve controls around the wait list process to ensure a sufficient audit trail is maintained
and all applicants are added to the wait list in accordance with the Authority's ACOP. We recommend that the
Director of Asset Management or another supervisory individual review a sample of applicants added to the wait
list each month to help ensure that all applicants are being added to the wait list based upon their actual preferences
and that those preferences are in accordance with the current ACOP.
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Housing Authority of the City of Elkbart
Schedule of Findings and Questioned Costs (Continued)
For The Year Ended March 31, 2013

Section III - Findings - Major Federal Award Programs Audit (Continued)

Item 2013-02 - Public Housing Waitlist - Significant Deficiency (Continued)
Public and Indian Housing Program (CFDA #14.850)

Response:

The Director of Asset Management will be required to review the Authority's current ACOP and ensure proper
controls are maintained and waitlists are consistently maintained as described in our ACOP. The Director of Asset
Management will review monthly reports to determine accuracy of the reports and train staff if needed to comply
with the preferences in accordance with the current ACOP.
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Housing Authorify of the City of Elkhart
Summary Schedule of Prior Audit Findings
For The Year Ended March 31, 2013

None.
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Housing Authority of the City of Elkhart
Schedule of Expenditures of Federal Awards
For the Year Ended March 31, 2013

Federal
CFDA Federal
F¥ederal Grantor/Pass-Through Grantor/Program Title Number Expenditures
U.8. Department of Housing and Urban Development:
Housing Counseling Assistance Program 14.169 $ 9,780
Public and Indian Housing 14,850 1,775,015
Resident Opportunity and Supportive Services 14.870 54,342
Section 8§ Housing Choice Vouchers 14.871 4,386,543
Public Housing Capital Fund Program 14.872 953.514

7,179,194

Basis of Presentation

The above schedule of expenditures of federal awards includes the federal grant activity of the Authority and is presented
on the accrual basis of accounting. The information in this schedule is presented in accordance with the requirements of
OMB Circular A<133, Audits of States, Local Governments, and Now-Profit Organizations. Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the preparation of, the basic financial
statements.
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Housing Authority of the City of Elkhart
Statement and Certification of Actual Capital Fund Gran{ Costs
March 31, 2813

Grant: IN36P0O2650108:

1Y Funds Approved £ 1,096,235
Funds Expended 1,096,235
Excess of Funds Approved 3 -
Funds Advanced $ 1,096,235
Funds Expended 1,096,235
Excess of Funds Advanced - $ -

2) The distribution of costs as shown on the Actual Modernization Cost Certificate submitted to HUD for
approval is in agreement with the Authority's records.

3) All modernization costs have been paid and all related liabilities have been discharged through payment.

Grant: IN36P02650107:

1) Funds Approved $ 1,007,648
Funds Expended 1,007,648
Excess of Funds Approved $ -
Funds Advanced $ 1,007,648
Funds Expended 1,007,648
Excess of Funds Advanced $ -

2) The distribution of costs as shown on the Actual Modernization Cost Certificate submitted to HUD
for approval is in agreement with the Authority's records.

3) All modernization costs have been paid and all related liabilities have been discharged through payment.
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CPAs & Advisors

Independent Accountant's Report on Applying Agreed-Upon Procedure

Board of Commissioners
Housing Authority of the City of Elkhart

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

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

L We were engaged to perform an audit in accordance with OMB Circular A-133, Audits of States, Local Governments, and

P Non-Profit Organizations, for the Housing Authority as of and for the year ended March 31, 2013, and have issued our

reports thereon dated December 31, 2013. The information in the "Hard Copy Documents” column was included within the

scope, or was a by-product of that audit. Further, our opinion on the fair presentation of the Financial Data Schedule (FDS)

1 dated December 31, 2013, was expressed in relation to the basic financial statements of the Housing Authority taken as a
whole.

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

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

mw Srfuall, Lo
Jeffersonville, Indiana
December 31, 2013
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Attachment to Independent Accountant's Report
on Applying Agreed-Upon Procedure

DOES
UFRS RULE HARD COPY NOT
PROCEDURE INFORMATION DOCUMENT(S) AGREES | AGREE
Balance Sheet and Revenue and | .. .
1 Expense (data line items 111 to lél?gn }(\:;al Data Schedule, all X
13901)
2 Footnotes (data element G5000-010) Footnqtes o andited basic X
financial statements
3 Type of opinion on FDS (data | Auditor's supplemental report on X
element G3100-040) FDS
4 Audit Findings Narrative (data = Schedule of Findings and x
element G5200-010) Questioned Costs
General information (data element
5 series  G2000, G2100, G2200, | OMB Data Collection Form X
(9000, G9100)
Financial statement report | Schedule of  Findings  and
6 information (data element G3000- | Questioned Costs, Part 1 and OMB X
010 to G3000-056) Data Collection Form
Federal program report information | Schedule of  Findings and
7 (data element G4000-020 to G4000- | Questioned Costs, Part 1 and OMB X
040) Data Collection Form
Type of Compliance Requirement .
8 (G4200-020 & G4000-030) OMB Data Coliection Form X
Basic financial statements and Basic financial statements
9 auditor reports required fto be X

submitted electronically

{(inclusive of auditor reports)
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