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Goldie Roberts

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

INDEPENDENT AUDITOR'S REFPCORT

Board of Commissioners

Housing Authority of the City of Elwood
1602 § A St

Elwood, Indiana 78071

Report on the Financial Statements

I have audited the accompanying financial statements of the Housing Authority of the City of
Eiwood {“the Authority”) which comprise the Statement of Net Position as of March 31, 2015,
and the related Statements of Revenues, Expenses and Changes in Pund Net Position, and Cash
Fiows for the year then ended, and the related Notes to the Financial Statements, which
collectively comprise the Housing Authority of the City of Elwood’s 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 these financial
statements in accordance with acceounting principles generally accepted in the United States
of BAmerica; 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.

Anditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. I
conducted my audit in accordance with auditing standards generally 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
regquire that ¥ plan and perform the audit to obtain reascnable assurance about whether the
financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit 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 contrecl relevant to the Authority’s preparation and fair presentation of
the financial statements in oxder to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinicn on the effectiveness of the
Buthority’s internal control. Accordingly, I express no such opinion. An audit also includes
evaluating the appropriateness of accounting peclicies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

I believe that the audit evidence I have obtained is sufficient and appropriate to provide a
basis for my audit opinion.

Opinion

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Housing Authority of the City of Elwood as of March
31, 2015, and the changes in financial position and cash flows therecf for the year then
ended in accordance with accounting principles generally accepted in the United Statas of
America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America regquire that the
Management’s Discussion and BRnalysis on pages i through vi be presented to supplement the
financial statements. Such informaticon, although not a part of the financial statements, is
required by the Governmental Accounting Standards Board who considers it to be an essential
part of financial reporting for placing the financial statements in an appropriate
operational, economic, or historical context. I have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally
accepted in the United States of BAmerica, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with
management’s responses to my inguiries, the financial statements, and other knowledge I
obtained during my avdit of the financial statements. I do not express an opinion or provide
any assurance on the information because the limited procedures do not provide me with
sufficient evidence to express an cpinion or provide any assurance.

Other Supplementary Information

My audit was conducted for the purpose of forming an opinion on the Authority's financial
statements as a whole. The accompanying Financial Data Schedule and the other supplemental
information as listed in the table of contents are presented for purposes of additional
analysis and are not a required part of the financial statements. Such informaticon is the
responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. Such information has
been subjected te the auditing procedures applied in the audit of the financial statements
and certain additiocnal procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the financial
statements or toc the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In my
opinion, the information is fairly stated in all material respects in relation te the
financial statements as a whole.

Cther Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, I have also issued my report dated December
18, 2015 on my consideration of the Housing Autheority of the City of Elwoed's intermnal
control over financial reporting and on 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 contrel over financial reporting
and compliance and the results of that testing, and not to provide an copinion on internal
contrel over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Govermment Auditing Standards in considering Housing
Authority of the City of Elweood’s internal control over financial reporting and compliance.

) dilohed:

Certified Public Accountant

Fredericksburg, Indiana
December 18, 2015



HOUSING AUTHORITY OF THE CITY OF ELW0OOD
Elwood, Indiana

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
MARCH 31, 2015

This section of the HOUSING AUTHORITY OF THE CITY OF ELWOOD ({“the Authority”)
annual financial report presents cur management’s discussicn and analysis of
the Authority’s financial performance during the fiscal vyear ended on March
31, 2015. This discussion and analysis is designed to assist the reader in
focusing on the significant financial issues and activities and to identify
any significant changes in financial position. Please read and consider the
information presented in conjunction with the financial statements as a whole.

For accounting purposes, the Housing Authority is classified as an enterprise
fund. Enterprise funds account for activities similar to those found in the
private business sector, where the determination of net income is necessary or
useful to sound financial administration. Enterprise funds are reported using
the full accrual method of accounting in which all assets, all deferred
outflows of resources, all liabilities, and all deferred inflows of resources,
associated with the operation of these funds are included on the Statement of
Net Position. The focus of enterprise funds is on income measurement, which,
together with the maintenance of equity, is an important financial indication.

FINANCIATL HIGHLIGHTS

¥ The term “net position” refers to the difference between assets plus
deferred outflows of resources less liabilities and deferred inflows of
resources. The Authority’'s total net position as of March 31, 2015 was
$19,2094. The net position decreased by $45,792, a decrease of 70.4%
from the prior year.

» Revenues for the ARuthority were $1,281,137 for the year ended March 31,
2015. This was a decrease of $144,310 or 10.1% from the prior year.

» Expenses for the Authority were $1,326,929 for the year ended March 31,
2015. This was a decrease of $132,948 or 9.1% from the prior year.

» Federsl operating grants for the Authority was $1,278,344 for the year
ended March 31, 2015. This was a decrease of $144,481 or 10.2% from the

prior year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report includes this Management Discussion and Analysis report,
the Basic Financial Statements and the Notes to the Financial Statements.
The Authority’'s financial statements are presented as fund level financial
statements because the Authority only has proprietary funds.



HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
MARCH 31, 2015

OVERVIEW OF THE FINANCTIAL, STATEMENTS (CONTINUED)

Regquired Financial Statements

The financial statements of the Housing Authority report information of the
Authority using accounting methods similar to those used by private sector
companies, These statements offer short- and long-term financial
information about its activities. The Statement of Net Position includes
all the Autheority’s assets, deferred outflows of resources, liabilities,
and deferred inflows of resources and provides information about the nature
and amounts of investments in resources (assets and deferred outflows of
rescurces) and cbligations of the Authority creditors (liabilities and
deferred inflows of rescurces). It also provides the basis for evaluating
the capital structure of the Authority and assessing the ligquidity and
financial flexibility of the Authority.

All of the current year’'s revenues and expenses are accounted for in the
Statement o¢f Revenues, Expenses, and Changes in Fund Net Position. This
statement measures the success of the Authority’s operations over the past
vear and can be used to determine whether the Authority has successfully
recovered all its c¢osts through its user fees and other charges,
profitability and credit worthiness.

The final required financial statement is the Statement of Cash Flows. The
statement reports cash receipts, cash payments, and net changes in c¢ash
resulting from operations, investing and financing activities and provides
answers to such questions as where did cash come from, what was cash used
for, and what was the change in the cash balance during the reporting
pericd.

Neotes to the Financial Statements

The notes provide additional informatien that 1is essential to a full
understanding of the data provided in the basic financial statements and
provide more detailed data.

HUD Reporting

HUD has established Uniform Financial Reporting Standards that require
Housing Authority’s to submit financial information electronicalliy to HUD
using the FDS format. This financial information was electronically
transmitted to the Real Estate Assessment Center (REAC} for the year ended
March 31, 2015 and is required tec be included in the audit reporting
package.

it



HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
MARCH 31, 2015

FINANCIAT, ANAT.YSIS

Net peosition may serve, over time, as a useful indicateor of a government's
financial position. As stated in the table below, assets and deferred
outflows o0f resources exceeded liabilities and deferred inflows of
resources by $19,294 at the close of the year ended March 31, 2015, down
from $65,08¢ in fiscal year 2014. The decrease in net position of $45,792
was due to the reasons noted below.

» Current assets include cash, receivables, and prepaid expenses. 0f the
560,994 decrease 1in this category, cash decreased $62,265, receivables
increased $3,549, and prepaid expenses decreased $2,278.

» Capital assets decreased $2,273 due to current yesar depreciation expense
and capital asset disposal. Change in capital assets 1s explained in
section titled “Capital Assets” of this analysis.

¥» Current liabilities decreased 517,475 due to a decrease in accounts
payable of 56,317 and a decrease in accrued payroll and accrued payroll
taxes of 511,158.
CONDENSED STATEMENTS OF NET POSITION
Doliar Percent
FY 2015 FY 2014 Change Change
ASSETS
Current assets b 16,847 § 77,841 § {60,994) -78.4%
Capital assets, net 3,638 5,911 (2,273) -38.5%
TOTAL ASSETS h 20,485 § 83,752 & (63,267) -75.5%
LIABILITIES
Current liabilities $ L,i91 § 18,666 § (17,475 -93.6%
TOTAL LIABILITIES h 1,191 § 18,666 § (17,475) -93.6%
NET POSITION
Investment in capital assets 3 3638 § 5911 $ {2,273} -38.5%
Restricted 22,829 52,493 (29,664) -56.5%
Unrestricted (7,173) 6,682 {13.855) -207.3%

TOTAL NET POSITION $ 19,204 § 65,086 $ (45,792) 70.4%

iii



HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
MARCH 3%, 2015

FINANCIAL ANALYSIS (CONTINUED)

The unrestricted net position was §(7,173) as of March 31, 2015. This
amount may be used to meet the Aunthority’s ongoing obligations. The
restricted net position was $22,829 as of March 31, 2015. This may only be
used to assist families and individuals with housing assistance payments
for leased vouchers.

While the Statement of Net Position shows the change in financial position
of net position, the Statements of Revenues, Expenses, and Changes in Net
Position provides answers as to the nature and source of these changes.

CONDENSED STATEMENTS OF REVENUES, EXPENSES
AND CHANGES IN NET POSITION

Dollar . Percent
FY 2015 FY 2014 Change Change
REYENUES
Operating - non-operating - capital
contributions:
Federal operating grants $§ 1278344 § 1422825 § (144 481) -10.2%
Interest income 12 - 12 100.0%
Other income - 375 (375) -100.0%
Gain (loss) on sale of capital assets (439 - (439 -100.0%
Fraud recovery 3,220 2,247 973 43.3%
TOTAL REVENUES 1,281,137 1,425 447 {144,310) -10.1%
EXPENSES
Adminisirative 152,305 155,998 (3,693) -2.4%
Utilities 1,526 11,530 (10,004) -86.8%
General expense 2,839 13,326 (10,487) -78.7%
Depreciation expense 1,833 851 984 115.6%
Housing assistance payments 1,168,424 1,278,172 (109,748) -8.6%
TOTAL EXPENSES 1,326,929 1,459,877 (132,948) -9.1%
CHANGE IN NET POSITION (43,792) (34,430) (11,362)
NET POSITION - BEG OF YEAR 65,086 99,516 (34,430)

NET POSITION - END OF YEAR  § 18,294 § 65,086 § {45,792)




HOUSING AUTHORITY OF THE CITY OF ELWO0OO0D
Elwood, Indiana

MANAGEMENT’S DISCUSSTION AND ANATLYSIS (MD&A)
MARCH 31, 2015

FINANCIAL ANALYSIS (CONTINUED)

As can be seen in the table on the previocus page, total revenues decreased
5144, 310 due to the reasons noted below.

Y

Federal operating grants decreased $144,481 primarily due to a decrease
in funding for housing assistance payments.

¥ Interest income increased 312 from FY 2014.

¥ Other income decreased $375 from FY 2014,

#» The Authority had a $439 loss on disposal of capital assets in FY 2015.

» Fraud recovery increased $973 or 43.3% from FY 2014.

Total expenses decreased $132,948 due to the reasons noted below.

¥ Bdministrative expense decreased &3,693 or 2.41% mainly due to a
decrease in administrative wages of $13,429% or 10.9%. This was partially

offset by an increase in office expenses.

» Utilities decreased $10,004 or 86.81% from ¥Y 2014, mostly due to a
decrease in other utilities.

» General expense decreased 510,487 or 78.7% due to a $9,175 decrease in
cther general expenses and a $1,312 decrease in insurance expense.

» ‘The Authority had a $984 or 115.6% increase in Depreciation which is the
write-off of capital assets over their estimated useful 1life.

» Housing assistance payments decreased $109,748 primarily due to a
decrease in average housing assistance payment per unit of $18.86 or
4.7%, The Authority alsc had a 4.1% decrease in number of veouchers
issued and outstanding during FY 2015.

The Housing Choice Voucher leasing rate for fiscal year March 31, 2015 was
84.1%, down from 87.7% in FY 2014. The Authority currently has 301 Housing
Choice Voucher units.



HOUSING AUTHORITY OF THE CITY OF ELWOOD
Ilwood, Indiana

MANAGEMENT’S DISCUSSION AND ANAT ¥SIS (MD&A)
MARCH 31, 2015

CAPITAL ASSETS

Capital Assets — The Housing Authority of the City of Elwocod, Indiana's
investment in capital assets, as of March 31, 2015 amounts to $3,638. The
investment in capital assets includes equipment and accumulated
depreciation.

The total decrease in the Autheority’'s investment in capital assets for the
current fiscal year was 38.5% in terms of net book wvalue. Depreciation
charges for the vyear totaled 3$1,835. Additional information on the
Authority’s capital assets can be found in the notes to the financial
statements.

Beginning Depreciation Disposals Ending

Capital assets 55,912 $(1,835} 5(439) 53,638

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET AND RATES

The Board of Commissioners and Management of the Housing Authority
considered many factors when approving the fiscal year 2016 budget. The
amount of funding is established and approved by HUD.

REQUEST FOR INFORMATION

This financial report 1is designed to provide a general overview of the
Authority’s finances for all those with an interest in its finances.
Questions concerning any cof the information provided in this report cor
reguest for additional financial information should be addressed to
Executive Director, Housing Authcrity of the City Elwood, 1602 5 A Street,
Elwood, Indiana 46306. '

vi
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HOUSING AUTHORITY OF THE CITY OF ELWOOD
ELWOOD, Indiana

STATEMENT OF NET POSTTION
MARCH 31, 2015

Annual
Contributions
Contract
INQ79
Section 8
Youchers
ASSETS
Current Assets
Cash and cash equivalents 3 0
Restricted cash 10,359
Accounts receivable 3,549
Prepaid expenses 2,939
Total Current Assets 16,847
Capital Assets, net 3,638
Total Assets 20,485
LIABILITIES
Current liabilities
Accrued liabilities 1,191
Total Current Liabilities 1,191
NET POSTTION
Investment in capital assets ) 3,638
Restricted 22,829
Unrestricted (7,173}
Total Net Position 5 19,254

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



HOUSING AUTHORITY OF THE CITY OF ELWOOD
ELWOCD, Indiana

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
FOR THE YEAR ENDED MARCH 31, 2015

Annual
Contributions
Contract
INO79
Section 8
Vouchers
OPERATING REVENUES
Cther income 3 3,220
TOTAL QOPERATING REVENUE 3,220
CPERATING EXPENSES
Administrative 152,305
Utilities 1,526
General expense 2,839
Housing assistance payments 1,168,424
Depreciation expense 1,835
TOTAL OPERATING EXPENSES 1,326,929
OPERATING INCOME (LOSS) {1,323,709}
NONOPERATING REVENUES
Federal grants 1,278,344
Gain{Loss}! con Sale of Capital Assets (439)
Investment income iz
TOTAY, NONOPERATING REVENUES 1,277,917
CHANGE IN NET POSITION {45,792)
TOTAL NET POSITION - BEGINNING OF YEAR 65,086
TOTAL NET POSITION - END OF YEAR 3 19,254

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



HOUSING AUTHORITY OF THE CITY OF ELWOOD
EILWOOD, Indiana

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED MARCH 31, 2015

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from tenants and other deposits g {329)
Payments to vendors (44,835)
Payments to landlords {1L,168,424)
Payments to employees {127,032)

Net Cash Used by Operating Activities {1,340,620)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal operating grants received 1,278,344

Net Casgh Flows Provided
by Noncapital Financing Activities ' 1,278,344

CASH FIOWS FROM TNVESTING ACTIVITIES

Interest income i2
Net Cash Flows Provided
by Investing Activities 12

CASH FLOWS FROM CAPITAT AND RELATED FINANCING ACTIVITIES
Purchase of capital assets {1}

Net Cash Flows (Used)}

by Capital and Related Financing Activities {1}
Net Increase (Decrease) in Cash and Cash Equivalents {62,265)
Cash -~ Beginning of vear 72,624
Cash ~ End of year $ 10,359

Reconciliation to Statement of Position

Cash and Cash Eguivalents 3 0
Restricted Cash and Cash Egquivalents 10,359

Total Cash and Cash Equivalents 5 10,358
Continued



HOUSING AUTHORITY OF THE CITY OF ELWOOD
ELWOOD, Indiana

STATEMENT OF CASH FTL.OWS
FOR THE YEAR ENDED MARCH 31, 2015
{CONTINUED)

RECONCILIATION OF OPERATING (1038} TO
NET CASH USED BY OPERATING ACTIVITIES

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

The accompanying notes are an integral part of these financial statements

(1,323,709}

1,835

(3,549)

2,278

(17,475)

(1,340,620)




HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2015

NOTE A - Summary of Significant Accounting Policies:

The financial statements of the HQUSING AUTHORITY OF THE CITY OF ELWOOD ({"the
Authority") have been prepared In conformity with generally accepted accounting
principles (GARAP) as applied to government units. The Government Accounting
Standards Board (GASB) is the accepted standard-setting body for establishing
governmental accounting and financial reporting principles.

The HOUSING AUTHORITY OF THE CITY OF ELWOOD is a political subdivision both
corporate and politic and was established under the provision of Indiana
Statutes, to provide adequate housing at rents which persons of low-income can
afford in areas where there exists a shortage. To accomplish this purpose, the
Authority has entered into an annual contributions contract with the U.S.
Department of Housing and Urban Development (HUD} to be the Administrator of a
Section 8 Program (Contract No. IN-079.

Reporting Entity

The entity is a public corporatiocn, legally separate, fiscally independent, and
governed by the Board of Commissioners, As required by generally accepted
accounting principles, these financial statements present the financial position
and results of operations of the Heousing Authority of the City of Elwoed, a
primary government. There are no component units to be included herewith, but
this report does inciude all programs which are controiled by the entity’s
governing body.

The financial statements of the HOUSING AUTHORITY OF THE CITY OF ELWOOD include
the following:

The authority had 301 units in management at March 31, 2015:

Project Units
Vouchers 201

Basis of DPresentation and Accounting: In accordance with uniform financial
reporting standards for HUD housing programs, the financial statements are
prepared in accordance with U.S. generally accepted accounting principles (GRAP)
as applicable to special purpose governments engaged only in business type
activities.

Proprietary funds are accounted for using the “economic resources” measurement
focus and the accrual basis of accounting. Accordingly, all assets, deferred
ocutflow of resources, liapilities, and deferred inflow of resources are included
in the Statement of Net Position. The Statement of Revenues, Expenses and
Changes in Fund Net Position present increases {revenues) and decreases
(expenses) in net position. Under the Accrual basis of acgounting, revenues are
recognized in the pericd in which they are earned while expenses are recognized
in the period in which the liability is incurred.

This speclal purpose government engaged in activities similar to business
activities uses an enterprise fund to account for those operations that are
financed and operated in a manner similar to private business, or where the
Board has decided that the determination of revenues earned, c¢osts incurred,
and/or net income is necessary for management accountability. The intent of the
governing body is that the costs (expenses including depreciation} of providing
services to the general public on a continuing basis be financed or recovered
primarily through user charges.
7



HOUSING AUTHORITY OF THE CITY OF EILWOOD
Elwood, Indiana

NOTES TO FINANCIAT, STATEMENTS
MARCH 31, 2015
(Continued)

NOTE A ~ Summary of Significant Accounting Policies: {Continued}

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

Investment in Capital BAssets: Capital assets, net of accumulated depreciation
and outstanding principal balances of debt attributable to the acguisition,
construction or improvement of those assets. The Authority has no debt.

Restricted: Net position whose use by the Authority is subject to externally
imposed stipulations that can be fulfilled by actions of the Authority pursuant
to those stipulations or that expire by the passage of time. Such assets include
assets restricted for capital acquisitions and debt service.

Unrestricted: Net position that are not subject to externally impeosed
stipulations. Unrestricted net position may be designated for specific purposes
by actien of management or the Authority Board or may otherwise be limited by
contractual agreements with outside parties.

Aocounting Policies - The financial statements of the Authority have been
prepared in conformity with generally accepted accounting principles (GAAP} as
applied to government units. The Government Accounting Standards Board (GASB)

is the accepted standard setting body for establishing governmental accounting
and financial reporting principles.

Use of Enterprise Accounting - The Authority presents its financial statements
using enterprise accounting, as allowed by governments. Although the Authority
accounts for its programs using accounts for its internal reporting, the
Buthority is considered to be a unified enterprise fund for reporting purposes.
Accordingly, the Buthority uses the economic resources measurement focus and the
related accrual basis of accounting. Under the economic resources measurement
focus, the Authority accounts for all assets and liabilities. Under the accrual
basis of accounting expenses are recorded when the goods and services are
received, irrespective of when paid for, and revenues are recorded as earned,
irrespective of when cash is received.

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

Budget compared to actual presentaticon has bkeen omitted because the ARuthority
does npot annually adopt a legally authorized budget. The Authority's budget is

adopted by the Authority's board. This budget does not represent an
appropriated budget that has been signed into law or a non appropriated budget
authorized by constitution. The Authority's budget represents budgetary
execution and management by its board; therefcore, budgetary data and

presentation is not required.

Cash and Cash Bguivalents - Deposits consist of Checking and Savings accounts
and Certificate of Deposit and are stated at fair wvalue. Deposits are fully
collateralized or vested in securities of the United States Government and are
identified specifically in the name cf the Authority. Certificates of deposit
that are redeemable immediately with 1little or no penalty are considered cash
equivalents.




HOUSING AUTHORITY OF THE CITY OF ELWOOD
’ Elwood, Indiana

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2015
(Continued)

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

For the purpose of the Statement of Cash Flows, the Ruthority considers all
highly liquid deposits (including restricted assets) with a maturity of three
months or less when purchased and non negotiable Certificates of Deposit to be
cash equivalents. There were no non cash investing, neon capital, capital and
financing activities during the year.

Tenant Receivables ~ Receivables (if any) for rentals and service charges are
reported at net of an allowance for doubtful accounts. The Authority board

takes monthly action as required to write off specific uncollectible accounts
receivable balances.

Prepaid - Prepaids represent payments made to vendors for services that will
benefit beyond March 31, 2015.

Inventories - Inventories (if any) are wvalued at cost, which approximates market
value, using the first-in/first/out (FIFC) method. The consumption method is
applied and expense is charged when inventory items are used for the units.

Capital Assets - <Capital assets purchased are- capitalized at the time of
purchase. Such assets are recorded at cost. Donated assets are recorded at
fair market wvalue at the date of donation. Because developments and major
capital repairs or improvements are financed fthrough cash advances from HUD,
there are no capiltalized interest costs in current programs. The Authority’s
policy 1s to capitalize assets costing $250 or more.

Depreciation of property and equipment is computed by the straight-line method
based upon the estimated useful lives of the assets as follows:

Class Life

Furniture, Equipment & Machinery 3-10 years
Compensated Absences -~ Compensated absences (if any) are those absences for
which employees will be paid, such as vacation and sick leave. A liability for

compensated absences that is attributable to services alresady rendered and that
are not contingent on a specific event that is outside the contrel of the
Authority and its employees, is accrued as employees earn the rights to the
benefits. Compensated absences that relate to future services or that are
contingent on a specific event that is outside the control of the Authority and
its employees, are accounted for in the period in which such services are
rendered or in which such events take place.

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

sales and services, administrative expenses and depreciation on capital assets.
All revenues and expenses not meeting this definition are reported as non
operating revenues and expenses.

Restricted Assets - When both restricted and unrestricted resources are
available for use, it is the Authority's policy te use unrestricted resources
first, and then restricted resources as they are allowed.

9



HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2015
{Continued)

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

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

NOTE B - Deposits, Cash and Cash Equivalents:

1. HUD Deposit Restrictions

HUD regqguires Authorities to invest excess HUD program funds in okligations of
the United States, certificates of deposit or any other federslly insured
instruments.

HUD also requires that deposits of HUD program funds be fully insured or
collateralized at all times. Acceptable security includes FDIC/FSLIC insurance
and the market value of securities purchased and pledged to the political
subdivision. Pursuant to HUD restrictions, obligations of the United States are
alicwed as security for deposits. Obligations furnished as security must be
held by the Authority or with an unaffiliated bank or trust company for the
account of the Authority.

2. Risk DPisclosures

A. Interest Rate Risk: Bs a means of limiting its exposure to fair wvalue
losses arising from rising interest rates, the Authority’'s investment pelicy
limits the Authority's investment portfelio to maturities not to exceed two
vears at time of purchase. At March 31, 2015, the Autheority’s depeosits and
investments were not limited and all of which are either available on demand or
have maturities of less than two years.

B. Credit Risk: This is a risk that a security or a portfolic will lose some
or all of its value due toc a real or perceived change in the ability of the
issuer to repay its debt. The Authority’s investment policy is that none of its

total portfolio may be invested in securities of any single issuer, other than
the US Government, its agencies and instrumentaiities.

C. Custodial Credit Risk: This is the risk that in the event of the failure
of the counterparty, the Authority will nct be able to recover the value of its
investments or collateral securities that are held by the counterparty. All of

the Aunthority’'s investments in securities are held in the name of the Authority.
The BAuthority’s custodial agreement policy prohibits counterparties holding
securities not in the Authority’s name.

The carrying amounts of the Authority’s cash deposits were $10,359 at March 31,
2015. Bank balances before reconciling items were $10,359 at that date, the
total amount of which was collateralized or insured with securities held by an
unaffiliated banking institution in the Authority’s name.

10



NOTE B - Deposits, Cash and Cash Equivalents:

NOTE C -

NOTE D —

NOTE E -

HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

NOTES TO FINANCIAIL STATEMENTS
MARCH 31, 2015
{Continued)

(Continued})

Deposits consist of the following:
Checking & Savings accounts $ 10,359
Accounts Receivable:
Accounts receivable at March 31, 2015, consist of the following:
Accounts receivable — HUD administrative fees $ 2,809
Accounts receivable - fraud recovery net allowance for

doubtful accounts of $740 740

Total

$ 3,519

Prepaid Expenses:

Prepaid expenses at March 31,

2015, consist of the following:

Prepaid insurance 5§ 2,939
Capital Assets:
L summary in changes in capital assets is as follows:
Beginning Ending
Balance Balance
03/31/14 Increases Decreases _Transfers 03/31./15
Capital Assets, being
depreciated:
Furniture, Eguipment
& Machinery 3 29,939 3 0§ (22,526) & 0 s 7,413
Total Capital Assets,
being depraciated 29,939 0 (22,526) 0 1,413
Less Accumulated
Depreciation: { 24,027y { 1,835) 22,087 0 { 3,775)
Total Capital Assets,
being depreciated, net 5,912 { 1,835} 22,087 0 3,638
Capital Assets, Net $ 5,912 $( 1,835} § { 439) 3 0 5 3, 638
For the year ended March 31, 2015, depreciation expense in the amount of $1,835

was recorded.
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NOTE F -

NOTE G -

NOTE H -

NOTE I -

NOTE J -

HOUSING AUTHORITY COF THE CITY OF ELWOOD
Elwood, Indiana

NOTES TO FINANCIAL STATEMENTS
MARCH 31, 2015
{Continued}

Accrued liabilities:

Accrued liabilities at March 31, 2015, consist of the following:

Accrued wages and payroll taxes $ 1,191

Federal Operating Grants:

Annual Contributions Contract C-2018

HUD contributed the following operating subsidies appreoved in the operating
budgets under the Annual Contributions Contracts:

Heousing Choice Vouchers $ 1,278,344

Commitments and Contingencies:

Litigation: At March 31, 2015, the Authority was not involved in any threatened
litigation.

Examinations: The Authority is sublject to possible examinations made by federal
and state authorities who determine compliance with terms, conditions, laws, and
regqulations governing other grants given to the Authority in the current and
prior years. There were no examinations during the year ended March 31, 2015.

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

Risk Management:

The Authority is exposed to various risks of losses related to torts; theft of,
damage to, and destruction of assets; errors and ocmissicns; injuries to
employees; and natural disasters. The ZRuthority carries commercial insurance
coverage for these risks to the extent deemed prudent by Authority management
which includes public eofficials, workman’s compensation, and auto insurance.
Settlaed claims have not exceeded this commerciazl coverage in any of the past 3
years.

Economic Dependency:

The Authority receives approximately 99% of its revenues from HUD. If the
amount of revenues received from HUD falls below critical 1levels, the
Buthority's operations could be adversely affected.

12
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Housing Authority of the City of Elwood (IN078)
Elwood, IN
Entity Wide Balance Sheet Summary

Submission Type: Audited/A-133 Fiscal Year End: 03/31/2015

14.871 Housing

Choice Voudiers Sublotal Total

111 Cash - Unrestricled

112 Cash - Reatricted - Modemizalion and Development

113 Cash - Otner Resiricied 510,358 £10,359 $10,359

114 Cash - Tenant Securily Deposits.

115 Cash - Restricted for Payment of Current Liabilities

100 Yotal Cash $10,259 $10,359 $10,359

121 Accounts Receivable - PHA Projects

122 Accounts Receivable - HUD Other Projects §2,809 §2,809 $2.809

124 Acceunis Receivabis - Other Government

125 Accounts Recsivable - Miscellangous

126 Accounts Receivable - Tenants

126,1 Allowarnce for Doubtful Accounts -Tenanls

126.2 Allowance for Doubtful Accounts - Other 50 50 50
127 Notes, Loens, & Moflgages Receivable - Cument

128 Fraud Recovery $1.480 $1,480 $1.480
128.1 Aliowance for Doubtful Accounts - Fraud -5740 -§740 -5740
128 Accrued Interest Receivable

120 Total Receivablas, Net of Alswances for Doubtful Accounts 53,545 §3.549 $3,549

131 investimenis - Unresidicled

132 Investments - Restiicted

135 Investments « Reslricted for Payment of Current Liability

142 Prepaid Expenses and Other Assels $2,939 §2,838 $2.939

143 Inventories

1421 Aljowance for Obsolete Inventories

144 Inter Progmm Due From

145 Assets Held for Sala

150 Tolal Current Assets 516,847 516,847 $16,847
481 Land

362 Buildings

63 Fumiture, Equipment & Machinecy - Dwelings 57.413 57,413 $7.413

164 Fumiture, Equipment & Machinery - Administration

165 Leasehald Improvemants

166 Accumslated Depreciation -53.775 -$3,775 -83.775

167 Consinuction in Progress

168 Infrastructure

180 Total Capifal Assels, Nef of Accumutated Depreciation $3,638 $3638 $3,638

171 Notes, Loans and Morigages Receivable - Non-Cusrent

172 Notes, Loans, & Morlgages Receivable - Non Curenl - Past Due

173 Granis Receivabla - Non Current

174 Other Assets

176 Investments in Jeint Ventures

180 Tetal Non-Cument Assets $3,638 $3,638 53,608

200 Deferred Cutilow of Rescuces

290 Total Assets and Deferred Outfiow of Resources $20,485 520,485 320,485




S|

Bank Overdraft

32

Accounis Payable <= S0 Days

313

Accounls Payable »90 Days Past Due

3z{

Accrued Wage/Payroll Taxes Payable

$1,391

51,191

11

az2

Acciued Compansated Absences - Current Portion

324

Accrued Contingency Liability

325

Accrued Interest Payable

33

=S

Accounis Payable - HUD PHA Programs

332

Account Payable - PHA Projects

333

Actounts Payable - Olhar Government

341

Tenant Security Deposits

M2

Uneamed Revenue

3

Currant Portion of Lang-term Debt - Capital Projecis/Mortgage Revanue

344

Current FPortion of Long-term Debt « Operating Bomowings

345

Ofhver Current Liablities

346

Accrued Liavilies - Other

347

Inter Prograr - Due Ta

34

o

Loan Liabilily - Curent

o

Totat Current Liabilities

51,181

$1,191

$1, 11

35

-~

Long-lert Debt, Net of Current - Capital Projects/Morigage Revenus

352

Long-term Debt, Nel of Current - Oparafing Borrowings

353

Non-current Lizbifities - Other

354

Accruad Compensated Absences - Non Current

355

Loan Liabiity - Mon Gurrent

336

FASB & Liabiiifes

357

Accrued Penston and OPEB Llabllities

350

Telal Non-Curent Liabilities

0

50

S0

300

Totai Liabilies

51,191

31,191

51,191

400

Deferred Inflow of Resources

508.4 Net Investmant in Capitat Assets

§3,628

53,638

$3,538

511.4 Restricted Net Position

522,826

$22,828

$22,829

512.4 Unresiricied Nel Position

-$7,173

-$7.173

-$7,173

513 Tolal Equity - Net Assets / Position

§19,284

$15,204

518,264

600

Total Liabities, Defarred Inflows of Resources and Equily - Net

$20,485

520,485

$20,485




Housing Authority of the City of Elwood (INO79)

Elwood, [N

Entity Wide Revenue and Expense Summary

Submission Type: Audited/A~133

Fiscal Year End: 03/31/2015

14,871 Housing
Choice Vouchers

Subtatal Totat

70300 Met Tenant Rental Revenue

70400 Tenant Revense - Other

70500 Total Tenant Revenue

$0

e $a

70600 HLUD PHA Gpersting Grants

$1,278,344

31,276,344 $1,278,344

7061¢ Caplial Grants

70716 Management Fee

TOT2G Assel Management Fee

70730 Book Keeping Fee

70740 Front Line Service Fea

70750 Othpr Foes

70700 Totat Fee Revenue

70800 Other Government Grants

71400 | it income - Ui icled

S0 20

71200 Morlgage Interest income

71300 Proceads from Disposition of Assats Held for Sale

71210 Cost of Sala of Assats

71400 Fraud Recovery

83,220

$3,220 §3,220

74500 Other Revenue

71600 Galn or Loss on Sale of Capital Assels

-5439

-5439 -5438

72000 investmenl Income - Restricted

$12

$12 512

70000 Tolal Revenue

$1,281,137

1,281,137 $1,281,137

91100 Administrative Salaries

$109,544

§109,044 5$109,044

81200 Auditing Fees

7,500

£7.500 57.500

81300 Management Fee

91310 Book-keeping Fee

91400 Advertising and Marketing

91500 Employee Beneltt contributions - Administrative

$17,988

$17.988 17,988

91600 Office Expanses

516,134

$16,134 §16,134

91790 Lagat Expense

91800 travel

$1,356

$1,350 $1,350

91810 Allocatad Overhead

91800 Other

209

5289 5280

9100¢ Totai Operating - Administrative

$152,305

$152,305 $152,305

82000 Assel Management Fea

$2100 Tenant Services - Salaries

82200 Relocation Costs

92300 Empleyee Benefit Contributions - Tenant Services

92400 Tenant Services - Olher

82500 Total Tenant Senvices

o)

$0 50

03100 Water

93200 Eiectriciy

83300 Gas

$1,526

$1,528 $1,526

93400 Fual

93500 Labar

93600 Sewer

63700 Employee Benafit Contrhutions - Utilifies

83600 Other titiliies Expense

3000 Total Uliliies

51,526

$1.526 51,528




24100 Ordinary Maintenance and Gperations - Labor

84200 Ordinary Maintenance and Operations - Matarials and Other

94300 Ordinary Mainlenance and Oparstions Contracts

94500 Employes Benafit Contributions - Ordinary Maintenance

S4000 Totel Maintenance

6

$0

§C

85100 Projeciive Services - Labor

95200 Protecliva Services - Other Contract Costs

95300 Prolective Services - Other

95500 Employee Benefit Contributions - Protective Services

95000 Total Prolective Services

50

50

30

96116 Property insurance

612G Lisbility insurance

896130 Warkmen's Compensation

86140 Alt Other insurance

$2,838

$2.839

52,839

96100 Totat insurance Premiums

$2,839

52,830

S2,83g

96200 Other General Expenses

98210 Compensated Absences

96500 Payments in Lieu of Toxes

56400 Bad debt - Tenant Rents

96500 Bad debt - Morlgages

96600 Rad debl - Cther

#5800 Sevarance Expense

85000 Talal Other General Expenses

30

0

96710 interest of Mortgage (or Bands) Payable

96720 Interest on Noles Payable {$hort and Long Term)

g6730 Amoertization of Bond Issue Costs

SB700 Toial Interest Expense and Amartizalion Cost

S0

S0

S0

26900 Total Operating Expenses

$156.870

$156,67C

$156,670

97000 Excess of Operating Revenue over Operating Expensas

§1,124.467

83,124,467

§1.424.487

97100 Extrecrdinary Maimenance

97200 Casusity Losses - Mon-capitalized

87300 Housing Assistance Payments

$1,168,424

§1,168,424

$1,168,424

97350 HAP Porizbifity-in

97400 Depredialion Expense

51,835

£1,835

31,835

97500 Fraud Losses

97600 Gapital Outiays - Govemmental Funds

§7700 Debt Principal Payment - Sovernmental Funds

S7800 Dwalling Unils Rent Expense

S0000 Total Expenses

51,326,929

%1,326,928

$1,326,929

10010 Operating Transfer In

10020 Operating transfer Cut

10030 Operating Transfers fromite Primary Government

10040 Operaling Transfers fromita Component Unit

10050 Precesds from Notes, Loans and Bonds

1666 Proceeds from Propesty Sales

1007C Exfraordinary Heins, Net Gainfiass

10080 Special #gms (Net Gainf.oss}

16081 inter Project Excess Cash Transfer In

10092 Inter Project Excess Cash Transfer Oumt

16083 Transfers between Program and Project - in

10094 Transiers beiween Project and Program - Out

10100 Total Other financing Sources (Lises)

¢

30

10000 Excess {Deficiency) of Total Revenue Qver {Under) Total Expenses

-545,782

-545,792

548,792




11020 Required Anpual Debl Principal Paymenis 50 0 $0
11030 Beginning Equity $55,065 $65,006 $65,086
11040 Prior Period Adjusiments, Equily Transfers and Cemeclion of Errors

$1050 Changes in Compensated Absence Balance

11060 Changes in Contingen Lisbiiity Balanca

11070 Changes In Unrecognized Pension Transifion Liabiity

11080 Changas in Spacial Term/Severance Benefits Liabifily

11080 Changas in Allowance for Doubiful Accounts - Dwelling Rants

1110¢ Changes in Alowance for Doubiful Acceunts - Other

11176 Adminisirative Fee Equity -53,535 -53,535 -£3,538
11180 Housing Assistance Payments Equity 522,629 §22,829 522,829
11180 Unit Months Availiable 3812 3612 3612
11290 Number of Unit Months Leased 3039 3038 3038

11270 Excess Cash

14610 Land Purchases

11620 Building Purchases

11630 Furpiure & Equipment - Dwatling Purchases

11640 Furnfture & Equipment - Adminisirative Purchases

11850 Loasehold Improvements Puschasas

11660 infrastructure Purchases

13510 CFFP Dabt Service Payments

13801 Replacemernt Housing Faclor Funds




HOUSING AUTHORITY OF THE CITY OF ELWOOD
Elwood, Indiana

NOTES TO SUPPLEMENTAL FINANCIAL INFORMATION
FOR THE YEAR ENDED MARCH 31, 2015

NOTE A - Financial Data Schedule:

As required by HUD, the Authority prepares its financial data schedule in accordance
with HUD requirements in a prescribed format. The schedule's format excludes
depreciation expense, housing assistance payments and extracrdinary maintenance
expense from operating activities, includes investment revenue, HUD capital grants,
revenue, gains and losses on the disposal of capital assets and interest expense in
cperating activities, and reflects tenant revenue and bad debt expense separately,
which differs from the presentation of the financial statements.
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HOUSING AUTHORITY OF 'THE CITY OF ELWOOD
Elwood, Indiana

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED MARCH 31, 2015

ANNUAL PROGRAM
CONTRIBUTION AND CFDA
CONTRACT ASSISTANCE TYPE NUMBER AWARD EXPENDITURES
U.S. DEPARTMENT OF HUD
A-2575 Section 8 Housing Choice
Voucher Program 14.871 5 1,278,344 5 1,278,344
TQTAL FEDERAL FINANCIAIL ASSISTANCE $ 1,278,344 § 1,278,344

Notes to Schedule of Expenditures of Federal Awards:

Note 1

The Schedule of Expenditures of Federal Awards is presented on the accrual

basis of accounting as described in Note A.
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Goldie Roberts

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

Report On Internal Contrel Over Financial Reporting and on Compliance and
Other Matters Based On An Audit Of Financial Statements Performed In
Accordance With Govermment Auditing Standards

Independent Auditor’s Report

Board of Commissioners

Housing Authority of the City of Elwcod
1602 8§ A 3t

Elwood, Indiana 78071

I have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the Housing Authority of the City of Elwood, as of and for the year ended March
31, 2015, and the related notes to the financial statements, which collectively comprise the
Housing Authority of the City of Elwood’s basic financial statements and have issued my
report thereon dated December 18, 2015.

Internal Contreol Over Financial Reporting

In planning and performing my audit of the financial statements, I considered the Housing
Authority of the City of Elwood’s internal control over financial reporting (internal
control) to determine the audit procedures that are appropriate in the circumstances 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 of the City of Elwood's
internal control. Accordingly, I do not express an opinion on the effectiveness of the
Housing Authority of the City of Elwood’s internal control.

My 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 and therefore, material
weaknesses or significant deficiencies may exist that were not identified. However, as
described in the accompanying Schedule of Findings and Questioned Cost, I identified certain
deficiencies in internal control that I consider to be material weaknesses.

A defieciency in internal control exists when the design or operation of a control deoes not
allew management or employees, in the normal course of performing their assigned functions,
to prevent, or detect and correct, misstatements on a timely basis. A significant deficiency
18 a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important encugh to merit attention by these charged with
governance. A material weakness is a deficiency, or combination of deficiencies, in internal
contrel, such that there is a reascnable possibility that a material misstatement of the
entity’s financial statements will not be prevented, or detected and corrected on a timely
basis. I did identify deficiencies, described in the accompanying Schedule of Findings and
Questioned Cost, that I consider to be material weaknesses as items 2015-001 and 2015-002.

Compliance and Other Matters

As part of obtaining reascnable assurance about whether the Housing Authority of the City of
Blwood's financial statements are free from material misstatement, I performed tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliiance 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 such an
opinion. The results of my tests disclosed instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards and which are described in
the accompanying Schedule of Findings and Questioned Cost as items 20i5-001 and 2015-002.
290



Housing Authority of the City of Elwocod’s Response to Findings

The Housing Authority of the City of BElwocod’s responses to the findings identified in my
audit is described in the accompanying Schedule of Findings and Questioned Cost. Housing
Authority of the City of Elwood’'s response was ncot subjected to the auditing procedures

applied in the audit of the financial statements and, accordingly, I express no opinicn on
it.

I noted certaln matters that I reported to management of Housing Buthority of the City of
Elwood in a separate letfer dated December 18, 2015.

Purpose Of This Report

The purpcese of this report is solely to describe the scope of my testing of internal control
and compliance and the results of that testing, and not to provide an opinion con the
effectiveness of the entity’s internal contrel or compliance. This report is an integral part
of an audit performed in accordance with Geovernment Auditing Standards in considering the
entity’s internal control and compliance. Bccordingly, this communication is not suitable for

any other purpose. 6& d‘(‘L @ [9},1} >

Certified Public Accountant
Fredericksburg, Indiana

December 18, 2015
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Goldie Roberts

Certified Public Accountant
8518 5 Kays Chapel Rd.
Fredericksburg, IN 47120

Report on Compliance For Each Major Federal Program; Report on Internal Control Over
Compliance Required by OMB Circular A-133

INDEPENDENT AUDITOR’S REPORT

Board of Commissioners

Housing Authority of the City of Elwoced
1602 § A st

Elwood, Indiana 78071

Report on Compliance for Each Major Federal Program

I have audited the Housing Authority of the City of Elwood'=s compliance with the types of
compliance reqguirements described in the OMB Circular A-133 Compliance Supplement that could
have a direct and material effect on each of the Housing Authority of the City of Elwood’s
major federal programs for the year ended March 31, 2015. The Housing Authority of the City
of Elwood’'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,
contract, and grants applicable to its federal programs.

Auditor’s Responsgibility

My responsibility is to express an opinion on compliance with each of the Heusing Authority
of the City of Elwood's major federal programs based on my audit of the types of compliance
requirements referred to above. I conducted my audit of compliance in accordance with the
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, ILocal
Governments, and Non-Profit Organizations., Those standards and OMB Circular A-133 require
that I plan and perform the audit to chbtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test
basis, evidence about the Housing Authority of the City of Elwood’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 on compliance for each
major federal program. However, my audit does not provide a legal determination of the
Housing Authority of the City of Elwood's compliance.

Basis for Qualified Opinion on the Housing Choice Voucher Program
As described in the accompanying Schedule of Findings and Questioned Cost, the Housing
Anthority of the City of Elwood did not comply with requirements regarding the following:

Finding # CFDA # Program Name Compliance Regquirement
2015-003 14.871 Housing Choice Activities Allowed or
Voucher Unallowed

Compliance with such requirements is necessary, in my opinion, for the Housing Authority of
the City of Elwood to comply with requirements applicable to that program,

Qualified Opinion on the Housing Cheoice Voucher Program

In my opinicn, except for the noncompliance described in the Basis for Qualified Opinion

paragraph, the Housing Authority of the City of Elwood, complied in all material respects,

with the types of compliance reguirements referred to above that could have a direct and

material effect on each of its major federal programs for the year ended March 31, 2015.
22



Cther Matters

The results of my auditing procedures disclosed instances of noncompliance, which are
required to he reported in accordance with OMB Circular A-133 and which are described in the
accompanying Schedule of Findings and Questioned Cost as item 2015-003. My opinion on each
major federal program is not modified with respect to these matters. The Housing Authority of
the City of Elwood’'s response to the noncompliance findings identified in my audit is
described in the accompanying Schedule of Findings and Questioned Cost. Housing ARuthority of
the City of Elwood’s response was not subjected to the auditing procedures applied in the
audit of compliance and accordingly I express no opinien on the response.

Report on Internal Control Over Compliance

Management of the Housing Authority cof the City of Elwood is responsible for establishing and
maintaining effective internal control over compliance regquirements referred to above. In
planning and performing my audit of the financial statements, I considered the Housing
Authority of the City of Elwocd’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 audit procedures that are appropriate in the circumstances for the purpose of
expressing my opinion on compliance for each maior federal program and to 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, I do not express an opinion on the effectiveness of the Housing Authority of the
City of Elwood’s intermal control over compliance.

My 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. However, as described below, I identified certain deficiencies in
internal control over compliance that I cconsider to be a material weaknesses.

A deficiercy 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 reguirement of a federal program on a timely basis. A significant
deficiency in internal control cover 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. 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 reascnable
possibility that a material noncompliance with a type of compliance requirement of a federal
program will not be prevented, or detected and corrected on a timely basis. I consider the
deficiencies in internal control over compliance described in the Schedule of Findings and
Questioned Cost as item 2015-003 to be a material weakness.

Housing Authority of the City of Elwoecd’s response to the internal control over compliance
findings identified in my audit is described in the accompaunying Schedule of Findings and
Questioned Cost. Housing Authority of the City of Elwood’s response was not subjected to the
auditing procedures applied in the audit of compliance and accordingly I express no opinicn
on the response.

The purpose of this report on internal control over compliance is sclely to describe the

scope of my testing of internal control over compliance and the results of that testing based
on the requirements of OMB Circular A-133. Accordingly, this report is not suitable for any

&60d iv. Pobouts

Certified Public Accountant

Fredericksburg, Indiana
December 18, 2015
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HOUSING AUTHCORITY OF TEHE CITY OF ELWOOD
Elwocod, Indiana

MARCH 31, 2015

SCHEDULE OF FINDINGS AND QUESTICNED COSTS

SECTION T ~ SUMMARY OF AUDITOR'S RESULIES

FINANCIAL STATEMENTS

Type of auditor's report issued: Unmodified

Internal control over financial reporting:

~ Material weakness({es) identified? X vyes no
~ Significant deficiency identified that are
not considered to be material weaknesses? ‘ yes X none repocrted

Noncompliance material to financial statements
noted? yes X no

FEDERAT, AWARDS

Internal control over major programs:

~ Material weakness(es) identified? X vyes no
~ Significant deficiency identified that are -
not considered te be material weakness({es)? yes X none reported

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

Any audit findings disclosed that are required

to be reported in accordance with section 510(a)
of Circular A-1337 X yes no

Identification of major programs:

CFDA Number Name of Federal Program
j4.871 Housing Choice Vouchers
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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2014-001

2014-002

2015~-001

HOUSING AUTHORITY OF THE CITY OF ELWOCD

Elwood, Indiana '

MARCH 31, 2015

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

PRIOR
CONDITION:
CURRENT
CONDTION:

PRIOR
CONDITION:
CURRENT
CONDTION:

PRIOR YEAR FINDINGS

FINANCIAL REPORTING — IMADEQUATE ACCOUNTING PRESONNEL

The HUD field office has not cleared this finding.

Finding is Continued as 2015-001

FINANCIAL REPORTING ~ INADEQUATE SEGREGATION OF DUTIES

The HUD field office has not c¢leared this finding.

Finding is Continued as 2015-~002

CURRENT YEAR FINDINGS

SECTION II - FINANCIAL STATEMENT FINDINGS

CURRENT
CONDITION:

CAUSE/EFFECT:

RECOMMENDATTION

INADEQUATE ACCOUNTING PERSCNNEL

During my audit, I noted that the authority does not have
general ledgers that support the REAC unaudited
submission. The Authority does not have a system for
completing monthly general ledgers and filimg them for
audit. There were not controls in place throughout the
vear to check general ledger balances. The Authority
does not have procedures in place to perform bank
reconciliations, accounts receivable reconciliations
(repayment agreements), cash disbursements, and document
journal vouchers or toc moniter the accuracy of any other
general ledger accounts on a menthly or annual basis.

Management did not adeguately monitor the financial reports
to make sure balances were correctly reported as they did not
have the necessary competencies to do so. Financial reporting
is not effectively designed in regards to preparing financial
transactions 1in accordance with GAAP or HUD reporting
requirements. The accounting systems in place are not
adequately understood by Housing Authority staff and many
recording errors were made throughout the year.

I recommend the BAuthority review the internal controls over
financial reperting to improve the detection of misstatements
and to make sure balances are correctly reported. The controls
should include a thorough review of the Authority’'s financial
statements prior o the statements beilng audited. I alsc
recommend the Authority reevaluate their accounting systems and
either obtain additional training for these systems or lock
into obtaining a gualified fee accountant that can perform all
of the Autherity’'s reporting needs.
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2015~001

2015002

BEQUSING AUTHORITY OF THE CITY OF ELWOOD

Elwood, Indiana

March 31, 2015

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

{Continued)

CURRENT YEAR FINDINGS

SECTION II -~ FINANCIAL, STATEMENT FINDINGS

CURRENT
CONDITION:

REPLY:

DISCUSSED WITH:

CURRENT
CONDITION:

CAUSE/EFFECT:

RECOMMENDATION:

REPLY:

DISCUSSED WITH:

{Continued)

INADEQUATE ACCOUNTING PERSONNEL {Continued)

The Executive Director agrees with the finding and has taken
action to improve financial reporting and oversight. The
Housing Authority Board met on November 24, 2015 and approved
the hiring of a gualified fee accountant to complete monthly
general ledgers and balance all accounts including monthly bank
reconciliations. Housing Authority Board will review financial
reports prepared by the fee accountant on a regular basis to
make sure balances are correctly reported. Anticipated Date of
Resclution — The Housing Authority Board approved the hiring of
a qualified fee accountant on November 24, 2015. Fee accountant
is in the process of commencing services with the Housing
Authority. We anticipate Finding 2015-001 to be resolved by
September 30, 2016,

Kimala Hanlin, Executive Director & Rex Landrum, Board Member

INADEQUATE SEGREGATION OF DUTIES

The Authority does not have enough staff to adequately
segregate duties. Internal controls have not been designed to
allow for preparation processes and then review processes.

The Authority’'s staff 1s not accurately documenting
financial information or maintaining internal controls that
are necessary to document segregation of duties for the
accounting systems. Tasks are completed by one individual
without any review processes.

I recommend the Authority review the internal controls over
the processing of financial information. The Authority should
consider training or the use of a qualified fee accountant.

The Executive Director agrees with the finding and has taken
action to improve segregation of duties. The Housing Authority
Board met on November 24, 2015 and approved the hiring cf =z
qualified fee accountant. Fee accountant will assist with
preparation processes for Authority’s accounting systems and
regoncile balances on a monthly basis. Anticipated Date of
Resolution - The Housing Authority Board approved the hiring of
a qualified fee accountant on November 24, 2015. Fee accountant
is in the process of commencing services with the Housing
Authority. We anticipate Finding 2015-002 to be resoclved by
September 30, 2016.

Kimala Hanlin, Executive Director & Rex Landrum, Board Member.
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2015-003

HOUSING AUTHORITY OF THE CITY OF ELWOOD

Elwood, Indiana

MARCH 31, 2015

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

(Continued)

CURRENT YEAR FINDINGS
(Continued)

SECTION IITI — FEDERAL AWARD FINDINGS AND QUESTICONED COSTS

CURRENT
CONDITION:

QUESTIONED
COST:

CAUSE/EFFECT:

RECOMMENDATION :

Reply:

DISCUSSED WITH:

PAYMENTS TO ROARD MEMBER

The former executive director was paid as the fee acccuntant
while being a member of the board of directors.

Approximately §7,762.

After the retirement of the executive director {from that
position}, the Authority lacked personnel that was able to
complete general ledger work. The Authority alse lacked board
members.

The Authority should discuss with the HUD office, how to
resclve this situation. The Authority should strive to be
aware of all rules and regulations and to stay in compliance
with the applicable rules and regulaticns.

The Executive Director agrees with the finding and has taken
action to contract with an outside fee accountant. The Housing
ARutherity Board met on November 24, 2015 and approved the
hiring of a qualified fee accountant to complete monthly
general ledgers and balance all accounts. Anticipated Date of
Resclution — The Housing Authority Board approved the hiring
of a qualified fee accountant on November 24, 2015. Fee
accountant is in the process cof commencing services with the
Housing Authority. We anticipate Finding 2015-003 to be
resclved by September 30, 2016.

Kimala Hanlin, Executive Director & Rex Landrum, Board Member.
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