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April 30, 2019

Board of Commissioners
Sullivan Housing Authority
200 N. Court

Sullivan, IN 47882

We have reviewed the audit report prepared by Barry E. Gaudette, CPA, Independent Public
Accountant, for the period April 1, 2017 to March 31, 2018. Per the Independent Auditor's Report, the
financial statements included in the report present fairly the financial condition of the Sullivan Housing
Authority, as of March 31, 2018 and the results of its operations for the period then ended, on the basis of
accounting described in the report.

In our opinion, the audit report was prepared in accordance with the guidelines established by the
State Board of Accounts.

The audit 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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Independent Auditor’s Report

Board of Commissioners
Sullivan Housing Authority
Sullivan County, Indiana

Report on the Financial Statements

We have audited the accompanying financial statements of the business-type activities of the Sullivan
Housing Authority, Indiana, as of and for the year ended March 31, 2018, and the related notes to the
financial statements, which collectively comprise the Sullivan Housing Authority, Indiana 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 these 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

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in 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 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 intetnal control relevant to the entity’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 entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the 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,
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Opinions

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the business-type activities of the Sullivan Housing Authority, Indiana as of March 31, 2018,
and the respective changes in financial position and cash flows thereof 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 4-11 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 inguiries, 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 opinions on the financial statements that collectively
comprise the Sullivan Housing Authority’s basic financial statements. The accompanying Financial Data
Schedule shown on pages 26 to 29 is presented for purposes of additional analysis and is not a required part
of the basic financial statements,

The financial data schedule is the responsibility of management and was derived from and relate directly
to the underlying accounting and other records used to prepare the basic financial statements. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such information
directly to the underlying accounting and other records used to prepare the basic financial statements or to
the basic financial statements themselves, and other additional procedures in accordance with auditing
standards generally accepted in the United States of America. In our opinion, the Financial Data Schedule
is fairly stated in all material respects, in relation to the basic financial statements as a whole.
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Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 3,
2018, on our consideration of the Sullivan Housing Authority, Indiana’s internal contro} 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 solely to describe the scope of our testing of
internal control over financial reporting and compliance and the resuits of that testing, and not to provide
an opinion on the effectiveness of the Sultivan Housing Authority, Indiana’s 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 Sullivan Housing Authority, Indiana’s internal control
over financial reporting and compliance.

Bany . Gendette, EPA. P

December 3, 2018




Sullivan Housing Authority
Management’s Discussion and Analysis (MD&A)
March 31,2018
(Unaudited)

As management of the Sullivan Housing Authority we offer reviewers of this audit report this narrative
discussion and analysis of the Sullivan Housing Authority’s financial activities for the fiscal year ended
March 31, 2018. This discussion and analysis letter of the Sullivan Housing Authority’s financial
performance should be read in conjunction with the auditor’s opinion letter and the following financial
statements, :

The combined financial statements reflect all of the Housing Authority’s federally funded programs and
activities in one place. The Housing Authority reports all its activities and programs using the Enterprise
Fund type model. HUD encourages PHAs to use this accounting method as it is normally used to account
for “business-type activities” — activities similar to those found in the private sector. Enterprise Fund types
use the accrual method of accounting, the same accounting method employed by most private-sector
businesses. Under this method, revenues and expenditures may be reported as such even though no cash
transaction has actually taken place.

FINANCIAL HIGHLIGHTS

The term “net position” refers to the difference between assets and liabilities. The Housing Authority’s
total net position as of March 31, 2018 was $5,603,720. The net position decreased by $391,895, a decrease
of 6.5% from the prior fiscal year.

Revenues and contributions for the Housing Authority were $1,249,525 for the year ended March 31, 2018.
This was a decrease of $257,618 or 17.1% from the prior fiscal year.

Expenses for the Housing Authority were $1,652,611 for the year ended March 31, 2018. This was a
decrease of $7,639 or 0.5% from the prior fiscal year.

HUD operating grants were $394,217 for the year ended March 31, 2018. This was an increase of $10,703
or 2.8% over the prior year. The capital grants were $93,389 for the fiscal year ended March 31, 2018, a
decrease of $(232,944) from the prior fiscal year.

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report contains this Management & Discussion Analysis report, the Basic Financial Statements
and the Notes to the Financial Statements. This report also contains the Financial Data Schedule (FDS) as
referenced in the section of Supplemental Information. The Housing Authority’s financial statements are
presented as fund financial statements because the Housing Authority only has proprietary funds.
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Sullivan Housing Authority
Management’s Discussion and Analysis (MD&A)
March 31, 2018
(Continued)

OVERVIEW OF THE FINANCIAL STATEMENTS (Continued)

Required Finoncial Statements

The Statement of Net Position includes the Housing Authority’s assets and liabilities and provides
information about the nature and amounts of investments in resources (assets) and obligations of the
Housing Authority creditors {liabilities). It also provides the basis for evaluating the liquidity and financial
flexibility of the Housing Authority.

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

The final required financial statement is the Statement of Cash Fiows. The statement reports cash receipts,
cash payments, and net changes in cash 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 period.

Notes to the F inancial Statements

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

Supplemental Information

This report also contains the Financial Data Schedule (FDS) as referenced in the section of Supplemental
Information. HUD has established Uniform Financial Reporting Standards that require Housing
Authorities to submit financial information electronically to HUD using the FDS format. This financial
information was electronically transmitted to the Real Estate Assessment Center (REAC) and is required
to be included in the audit reporting package.

FUND STATEMENTS

The Financial Data Schedule reports the Housing Authority’s operations in more detail. The Housing
Authority reports all its activities using Enterprise fund types. These funds are used to show activities that
operate more like commercial enterprises. The Financial Data Schedule is organized by the government
Catalogue of Financial Domestic Assistance (CFDA) numbers.
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_ Sullivan Housing Authority
Management’s Discussion and Analysis (MD&A)
March 31, 2018
(Continued)

FUND STATEMENTS (Continued)

Low Rent Public Housing Program: Under this program, the Housing Authority rents units that it owns to
low-income elderly and family households. This program is operated under an Annua! Contributions
Contract with HUD. HUD provides Operating Subsidies to enable the Housing Authority to lease these
units at a rate that is based on 30% of monthly adjusted income, or 10% of monthly income, or a $50.00
monthly minimum rent, or a flat rent.

Capital Fund Program: Under this program, the Housing Authority is awarded funds each year to use for
Capital needs. The Housing Authority also has the ability to use up to 100% of these funds, if need be, to
supplement Operating Subsidies, since the Housing Authority is considered a “small” PHA. This program
is the primary funding source for physical improvements to its properties.

 FINANCIAL ANALYSIS

Net position may serve, over time, as a useful indicator of a government’s financial position, As stated in
the following table, assets exceeded liabilities by $5,603,720 at the close of the fiscal year ended March 31,
2018 a decrease from $5,995,615 in the fiscal year ended March 31, 2017.

The unrestricted net position was $294,055 as of March 31, 2018, which can be used to meet the Housing
Authority’s ongoing obligations. The Housing Authority had no net position classified as restricted, At the
end of the current fiscal year, the Housing Authority is able to report positive balances in all categories of
net position,
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Sullivan Housing Authority _
Management’s Discussion and Analysis (MD&A)
March 31, 2018
{Continued)

FINANCIAL ANALYSIS (Continued)

CONDENSED STATEMENTS OF NET POSITION

Dollar

03/31/18 03/31/17 .Change
Current and other assets $ 488,008 $ 558,885 $ (70,877
Capital assets, net 5,309,665 5,645,127 (335,462)
Total Assets 5,797,673 6,204,012 (406,339)
Current liabilities 193,953 208,397 (14,444)
Total Liabilities 193,953 208,397 (14,444)

Net Position: :

Net Investment in capital assets 5,309,665 5,645,127 (335,462)
Unrestricted net position 294,055 350,488 (56,433)
Total Net Position $ 5,603,720 $§ 5995615 $ (391,895

Total current assets decrease of $(70,877) was due, in large part, to a decrease in investments of $(163,886),
partially offset by an increase in cash flow of $91,056.

Current liabilities decreased by $(14,444), in large part, due to accrued wages decreasing by $(9,791) from
the prior year.

The largest portion of the Housing Authority’s net position reflects its investment in capital assets (e.g,
land, buildings and equipment) less accumulated depreciation. The Housing Authority uses these capital
assets to provide service and consequently these assets are not available to liquidate liabilities or other
spending,

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.
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Sullivan Housing Authority

Management’s Discussion and Analysis (MD&A)
March 31,2018
(Continued)

FINANCIAL ANALYSIS (Continued)

CONDENSED STATEMENTS OF REVENUES, EXPENSES,
AND CHANGES IN NET POSITION

Dollar
03/31/18 03/31/17 Change

Revenues and contributions
Operating, non operating,

capital contributions:
Tenant revenue $ 727,961 $ 728,285 $ (324)
Tenant revenue — other 1,070 41,387 (40,317
Total Tenant revenue 729,031 769,672 (40,641)
HUD operating grants 394,217 383,514 10,703
Capital grants 93,389 326,333 (232,944)
Investment income 1,696 2,141 (445)
Other revenue 31,192 25,483 5,709

Total Revenues and
Contributions 1,249,525 1,507,143 (257,618)

Expenses
Personnel services 457,515 429,014 28,501
Tenant services 1,893 1,982 (89
Utilities 314,770 269,734 45,036
Maintenance 204,500 189,958 14,542
Insurance 109,884 99,574 10,310
General expenses 126,033 206,307 {80,274)
Depreciation 438,016 463,681 (25,665)

Total Expenses 1,652,611 1,660,250 (7.639)
Change in net position (403,086) (153,107) (249,979)
Beginning net position 5,995,615 6,147,195 {151,579
Prior period adjustment 11,191 1,527 9,664
Ending position $ 5,603,720 $ 5,995,615 $ (391,895)

Revenues:

As can be seen in the above table total revenues and contributions decreased by $(257,618), in large part,

due to capital grants decreasing by $(232,944).
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Sullivan Housing Authority
Management’s Discussion and Analysis (MD&A)
March 31, 2018
(Continued)

FINANCIAL ANALYSIS (Continued)
Sullivan Housing Authority’s primary revenue sources are subsidies and grants received by HUD. Please
note that Capital Fund Program grants are classified as either soft cost revenue or hard cost revenue. For

the year ending March 31, 2018, revenue generated by the Housing Authority accounted for $727,961 (or
58% of total revenue), while HUD contributions accounted for $487,606 (or 39% of total revenue).

Expenses:

Total expenses for the fiscal year ending March 31, 2018 were $1,652,611 while for the fiscal year ending
March 31, 2017 the expenses were $1,660,250. This represents a 0.5% decrease in our operating costs.

The following represents changes in Federal Assistance received:

Dotlar
03/31/18 (3/31/17 Change
Public Housing Operating .
Subsidy $ . 363,504 3 351,621 3 11,883
Capital Fund Program 124,102 358,226 {234,124)
Total $ 487,606 $ 700.847 % {222.241)

The above chart is segregated as to the Program source of funds, not the use of funds. The subsidy for
Public Housing increased mainly due to HUD increasing its funding formula amount for the Housing
Authority. The decrease in the Capital Fund Program was due to the CFP grant received this fiscal year
was less than one years grant where in the prior fiscal year the grant received was more than one fiscal year.

Budget Analysis:

A Low Rent Public Housing Operating Budget for the fiscal year ending March 31, 2018 was presented to
and approved by the Board of Commissioners. Actual results were in line with the budgeted amounts,




Sullivan Housing Authority
Management’s Discussion and Analysis (MD&A)
March 31, 2018
(Continued)

OPERATIONAL HIGHLIGHTS
The Sullivan Housing Authority provided the following housing for low-income individuais and families:

03/31/18 035117
Low Rent Public Housing Program 255 255

The Housing Authority had a lease up rate of 100% in the Low Rent program for the year.

CAPITAL ASSETS

The Sullivan Housing Authority’s investment in capital assets, as of March 31, 2018 amounts to $5,309,665
(net of accumulated depreciation). This investment in capital assets includes land, buildings,
improvements, and equipment.

CAPITAL ASSETS
NET OF ACCUMULATED DEPRECIATION
March 31,
Dollar
2018 2017 Change
Land $ 131,925 $ 152,709 $ (20,784)
Buildings 17,919,027 17,313,543 605,484
Furniture, equipment and machinery ‘
- dwellings 202,913 202,913 0
Furniture, equipment and machinery
- administration ‘ 200,211 200,210 1
Construction in progress 288,792 770,939 (482,147
18,742,868 18,640,314 102,554
Accumulated depreciation (13,433,203) {12,995,187) {438,016)
Total $ 5,309,663 $ 5,645,127 $ (335,462)

Capital assets decreased by $335,462 because of the capital outlays of $(102,554) and depreciation expense
of 438,016.

The Housing Authority did upgrades to bathrooms, kitchens, appliances, sidewalks and the parking lot.
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Sullivan Housing Authority
Management’s Discussion and Analysis (MD&A)
March 31,2018
(Continued)

CAPITAL ASSETS (CONTINUED)

Capital projects planned for the next year include the following:

The planned capital expenditures for the next year will be used for operational purposes
and to upgrade and modernize bathrooms in dwelling units,

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET AND RATES

The Housing Authority is primarily dependent upon HUD for the funding of operations as well as capital
needs. Therefore, the Housing Authority is affected more by the Federal Budget than by local economic
conditions. The funding of programs could be significantly affected by the Federal Budget.

Although the Housing Authority remains concerned about the future leveis of HUD funding due to the state
of the federal budget, we feel that we are both financially and operationally in a strong position to continue
to provide safe, sanitary, and decent housing to our residents,

We know of no other currently known facts, decisions, or conditions that are expected to have a significant
effect on financial position (net position) or results of operations (revenues, expenses, and other changes).

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Housing Authority’s finances for all
those with an interest in its finances, Questions or comments concerning any of the information contained
in this report or request for additional information should be directed to:

Toni Anderson, Executive Director
Sullivan Housing Authority
200 Sunrise Towers
Sullivan, Indiana 47882
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Sullivan Housing Authority
Statement of Net Position
March 31, 2018

ASSETS
Current Assets;
Cash and cash equivalents
Accounts receivable- net
Prepaid expenses
Total Current Assets

Capital Assets:
Land
Buildings
Equipment
Construction in progress

Less: accumulated depreciation
Net Capital Assets

Total Assets

LIABILITIES and NET POSITION
Current Liabilities:
Accounts payable
Accrued expenses
Tenant security deposit liability
Unearned revenue
Total Current Liabilities

Total Liabilities
Net Position;
Net investment in capital assets
Unrestricted net position
Total Net Position

Total Liabilities and Net Position

See notes to financial statements

422,650
7,059
58,299

488,008

131,925
17,919,027
403,124
288,792

18,742,868
(13,433,203)

5,309,665

3,797,673

64,879
60,392
64,809

3,873

193,953

193,953

5,309,665
294,055

5,603,720

5,797,673




Sullivan Housing Authority

Statement of Revenues, Expenses, And

Changes in Net Position
Year Ended March 31, 2018

OPERATING REVENUES:
Dwelling rent
Operating grants

Total operating revenues
OPERATING EXPENSES:
Administrative
Tenant services
Utilities
Maintenance
Insurance
General expenses
Casualty losses — non-capitalized
Depreciation
Total operating expenses
Operating income (loss)
NONOPERATING REVENUES:
Investment income
Other revenue
Total non operating revenues
CAPITAL CONTRIBUTIONS.
Change in net position
Net position, beginning

Prior period adjustment

Net position, ending

See notes to financial statements

=13~

$ 729,031
394,217

1,123,248

316,267
1,893
314,770
407,350
109,884
52,503
11,928
438,016

1,652,611

(529,363)

1,696
31,192

32,888

93,389

(403,086)
5,995,615

11,191

$ 5,603,720

P

8 Ty T WA T, YT T R T 1

g e

T re——T




Sullivan Housing Authority
Statement of Cash Flows
Year Ended March 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from dwelling and non dwelling rents
Cash received from operating grants
Cash payments to other suppliers of goods and services
Cash payments to employees for services
Payments in lieu of taxes

Net cash (used) by operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Tenant security deposits

Net cash provided by noncapital financing activities
CASH FLOW FROM CAPITAL AND RELATED FINANCING
Payments for capital acquisitions
Capital Grants
Net cash (used) by capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Sale of investments
Other revenue
Receipts of interest income
Net cash provided by investing activities
Net increase {decrease) in cash

Cash and cash equivalents, beginning

Cash and cash equivalents, ending

See notes to financial statements
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$

694,712
402,744
(742,439)
(456,127)

(2,477)

(103,587)

7,034

7,034

(102,554)
93,389

(9,165)

163,886
31,192
1,696

196,774

91,056

331,594

$

422,650




Sullivan Housing Authority
Statement of Cash Flows (Continued)
.Year Ended March 31, 2018

RECONCILATION OF OPERATING INCOME (LOSS) TO NET CASH
PROVIDED BY OPERATING ACTIVITIES:

Operating income (loss) $ {529,363)
Adjustments to reconcile operating (loss) to net cash provided (used) '
By operating activities:
Depreciation : 438,016
Changes in assets and liabilities:
(Increase) decrease in assets:

Accounts receivable-tenants (3.416)
Accounts receivable-HUD 8,527
Accounts receivable-other {105)
Prepaid expenses (6,959)
Increase (decrease) in liabilities:
Accounts payable-trade 12,212
Accounts payable-other government : : (2477)
Accrued wages/payroll faxes payable 1,400
Accrued compensated absences {2)
Accrued liabilities-other 9,378
Unearned revenue (30,798)
Net cash (used) by operating activities $ (103,587)

See notes to financial statements
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Sullivan Housing Authority
Notes to Financial Statements
March 31,2018

NOTE A: DESCRIPTION OF THE HOUSING AUTHORITY AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES

The Sullivan Housing Authority (“Housing Authority”) is an independent municipal entity created by the
City of Sullivan pursuant to Indiana state law and the National Housing Act of 1937, Although the Housing
Authority maintains close ties with the City of Sullivan in several respects, the Housing Authority is not a
component unit of the City, as defined by the Governmental Accounting Standards Board, since the City is
not financially accountable for the operations of the Housing Authority, and has no responsibility to fund
its deficits or receive its surpluses. The Housing Authority operates under a Board of Commissioner form
of government to provide safe and decent housing for eligible low and moderate income families and elderly
individuals. The Board is comprised of five members, all County of Sullivan residents, appointed by the
City Board. The Board appoints an Executive Director who acts as the Secretary of the Housing Authority.

1. Reporting Entity

The Housing Authority’s financial statements include the accounts of all of the Housing Authority’s
operations. The Housing Authority maintains its accounting records by program and operates the following
programs:

Low Income Public Housing

This program accounts for all activities relating to the leasing and operation of apartments in buildings that
were constructed and are owned by the Housing Authority. These units are rented to low income families
and low income elderly, disabled, and special needs individuals. The properties were constructed with
grants and/or loans provided by the U.S. Department of Housing and Urban Development (HUD). The
Housing Authority receives grants from HUD to subsidize operating costs, Tenants are charged rents based
on a percentage of their incomes, HUD subsidizes 255 federal public housing units through this program.

Public Housing Capital Fund

HUD provides grant funds to authorities with Low Rent Public Housing units on a formula basis. The
funds are predominantly used to make physical improvements to buildings and dwelling units owned by
the Housing Authority under the Low Income Public Housing Program. A designated portion of these
funds may also be used to support operations and to make improvements in the management and operation
of the Housing Authority’s Low Income Public Housing Program.

-16-




NOTE A: DESCRIPTION OF THE HOUSING AUTHORITY AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

1. Basis of Presentation

GOVERNMENT-WIDE FINANCIAL STATEMENTS

The statement of net position and the statement of activities (the government-wide financial statements)
present information for the primary government. When applicable, interfund activity has been eliminated
in the preparation of these statements.

The Housing Authority is a special-purpose government entity engaged only in business-type activities and,
as such, the financial statements are presented as a single enterprise fund.

2. Measurement Focus

The government-wide financial statements are presented using the economic resources measurement focus,
similar to that used by business enterprises

3. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the accounts and reported
in the financial statements. Basis of accounting relates to the timing of the measurement made, regardless
of the measurement focus applied.

Proprietary funds are accounted for using the accrual basis of accounting. Their revenues are recognized
when they are earned, and their expenses are recognized when they are incurred,

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of the
Housing Authority are charges to customers for rents. 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.

Subsidies received from HUD or other grantor agencies, for operating purposes, are recorded as operating
revenue in the operating statement while capital grant funds are added to the net position below the

nonoperating revenue and expense.

Iffwhen, both restricted and unrestricted resources are available for use, it is the Housing Authority’s policy
to use restricted resources first, then unrestricted resources as they are needed.

-17-




NOTE A: DESCRIPTION OF THE HOUSING AUTHORITY AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

4. Budgets and Budgetary Accounting

The Housing Authority adopts a formal operating budget each year for its operating programs and on a
project-length basis for its capital expenditures, which are approved by the board of Commissioners and
submitted to the U.S. Department of Housing and Urban Development for their approval, if required.

5. Cash and Cash Equivalents

Cash and cash equivalents consist of checking accounts, certificate of deposits, and money market accounts.
The cash equivalents are recorded at cost, which approximates market.

6. Tenant Accounts Receivable and Allowance for Bad Debts

Tenant accounts receivable are stated at net rent amounts. Tenant accounts generally are collectible as long
as the tenant is occupying the unit; thus, no allowance for bad debts has been established by management.
When the tenant vacates the unit, any unpaid balance remaining after application of the security deposit and
after procedures have been followed to recover outstanding amounts, is charged as a reduction of rental
revenue.

7. Prepaid Expenses

Prepaid expenditures, such as insurance premiums and deferred costs, which are expected to be written off
within the next fiscal year, are included in net current assets.

8. Compensated Absences

Housing Authority employees are granted vacation and sick leave in varying amounts. In the event of
termination, an employee is paid for accumulated vacation days according to contract or personnel policies.
In the event of termination by retirement or death, an employee is paid for accumulated sick days according
to contract or personnel policies.

9. Inter-Program Activity

During the course of operations, transactions occur within individual programs that may result in amounts
owed or transfers between programs. Offsetting inter-program receivables and payables as well as
offsetting inter-program transfers are eliminated for financial statement presentation, For the year ended
March 31, 2018, there were no inter-program receivables and payables nor operating transfers, but there
was a $93,389 equity transfer from the capital fund program to the low rent program.
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NOTE A: DESCRIPTION OF THE HOUSING AUTHORITY AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

10. Buildings and Equipment

Buildings and equipment are recorded at historical cost, Costs in excess of $1,000 that materially add to
the productive capacity and extend the life of an asset longer than one year are capitalized, while
maintenance and repair costs are expensed as incurred. Buildings and equipment are depreciated using the
straight-line method over the following estimated useful lives:

Buildings 20 - 40years
Building improvements 7 - 20 years
Site improvements 5 - 20vyears
Equipment and furnishings 3 - 10years

Land and land improvements include approximately $131,925 of capitalized land that is not subject to
depreciation,

11. Income Taxes

The Housing Authority is a quasi-governmental entity. The Housing Authority is not subject to Federal or
State income taxes. :

12. 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 at the date of the financial
statements and the reported amounts of revenue and expenses during the period. Actual results could differ
from those estimates.

13. Deferred Outflows/Inflows of Resources

In addition to assets and liabilities, the statement of financial position will, when applicable, report separate
sections for deferred outflows or resources and deferred inflows of resources, Deferred outflows of
resources, a separate financial statement element, represents a consumption of net position or fund balance,
respectively, that applies to a future period and will not be recognized as an outflow of resources
(expense/expenditure) until that time, Deferred inflows of resources a separate financial statement element,
represents an acquisition of net position or fund balance, respectively, that applies to a future period and so
will not be recognized as an inflow of resources (revenue) until that time.

The Housing Authority does not have any items that qualifies for reporting in these categories.
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NOTE A: DESCRIPTION OF THE HOUSING AUTHORITY AND SUMMARY OF
SIGNIFICANT ACCOUNTING POLICIES (CONTINUED

14. Unearned Revenue

The Housing Authority reports unearned revenue in connection with resources that have been received, but
not yet earned.

15. Comparative Data

Comparative data for the prior year has not been presented in the accompanying financial statements since
their inclusion would make the statements unduly complex and difficult to read.

16. Net Position

Net positions are comprised of three categories (1) net investment in capital assets, (2) restricted, and (3)
unrestricted.  The Housing Authority’s positive value of uarestricted net position in the primary
government may be used to meet ongoing obligations. When an expense is incurred for purposes for which
both restricted and unrestricted net position is available, the Housing Authority’s policy is to first apply
restricted resources. Each component of net position is reported separately on the statement of net position.

i Net Investment in capital assets ~ This category consists of capital assets (including restricted
capital assets), net of accumulated depreciation and reduced by any outstanding balances of bonds,
mortgages, notes, or other borrowings that are attributable to the acquisition, construction, and
improvements of those assets.

ii. Restricted — This category equals the restricted cash of the Housing Authority and consists of net
position restricted for use by (1) external groups such as grantors, creditors, or laws and regulations

of other governments or (2) law through constitutional provisions or enabling legisiation.

iii. Unrestricted — This category includes all of the remaining net position that do not meet the
definition of the other two categories.

17. Subseguent Events

The financial statements and related disclosures include evaluation of events through and including
December 3, 2018, which is the date the financial statements were available to be issued.

-20-
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NOTE B: CASH AND CASH FOUIVALENTS

Indiana Code authorizes local governmental units to make deposits and invest in the accounts of federally
insured banks, credit unions, and savings and loan associations that have offices in Indiana. The local unit
is allowed to invest in bonds, securities, and other direct obligations of the United States or any agency or
instrumentality of the United States; repurchase agreements; bankers’ acceptances of United States banks;
‘commercial paper rated within the two highest classifications, which matures not more than 270 days after
the date of purchase; obligations of the State of Indiana or its political subdivisions, which are rated as
investment grade; and mutual funds composed of investment vehicles that are legal for direct investment
by local units of government in Indiana.

The Housing Authority has designated two banks for the deposit 6f its funds. The deposits are included on
the balance sheet under the classification cash and cash equivalents and consist of the following:

Cash — operations . 111,616
Money market account _ 146,764
Certificate of deposit 164,330

Total - 422,650

The above deposits are classified by Governmental Accounting Standards Board Statement Nos. 3 and 40
in the following categories as of March 31, 2018:

Bank deposits (checking, certificate of deposit, money market accounts) $ 422,450
Petty cash 200
Total 3 422,650

Custodial Credit Risk of Bank Deposits — Custodial credit risk is the risk that in the event of a bank
failure, Sullivan Housing Authority’s deposits may not be returned to it. The Housing Authority does not
have a deposit policy for custodial credit risk. At year end, the Housing Authority had no bank deposits
(checking accounts) that were uninsured and uncollateralized. The Housing Authority believes that due to
the dollar amounts of cash deposits and the limits of FDIC insurance, it is impractical to insure alt deposits.
As a result, the Housing Authority evaluates each financial institution with which it deposits funds and
assesses the level of risk of each institution; only those institutions with an acceptable estimated risk level
are used as depositories.
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NOTE C: CAPITAL ASSETS

Capital asset activity for the year ended March 31, 2018, was as follows:

Balance Additions/ Retirements/ Balance
03/31/17 Transfers Transfers 03/31/18
Low Rent Program
Land $ 152,709 $ 0 $ (20,784) § 131,925
Buildings 17,313,543 605,484 0 17,919,027
Furniture, equipment
& machinery -
dwellings ' 202,913 0 0 202,913
Furniture, equipment
& machinery -
administration 200,210 0 0 200,211
Construction in progress 770,939 {482,147) 0 288,762
18,640,314 123,337 $ (20,784) 18,742,868
Less accumulated '
depreciation (12,995,187) $ (438,016) $ 0 {13,433,203)
Total 5 5,645,127 $ 5,309,665
Depreciation expense was charged to functions/programs of the government as follows:
Business-type activities:
Low Rent Program $ 438,016

NOTE D: NON-CURRENT LIABILITIES

As of March 31, 2018, the Housing Authority had no non-current liabilities.
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NOTE E: COMMITMENTS AND CONTINGENCIES
Commitments — Construction
At March 31, 2018, the Housing Authority had the following capital fund grants:

IN36P034501-15 IN36P034501-16

Funds Approved $ 274982 § 308,934
Funds Expended {218,675) (121,405)
Excess of Funds Approved b 56,307 $ 187,529
Funds Advanced (HUD Grants) . § 218,675 $ 121,405
Funds Expended (218,675) - (121,405)
Excess of Funds Advanced $ ¢ $ 0

IN36P034501-17

Funds Approved $ 333,707

Funds Expended (27,000)

Excess of Funds Approved $ 306,707

Funds Advanced (HUD Grants) $ 27,000

Funds Expended (27,000)

Excess of Funds Advanced -3 0
Contingencies

The Housing Authority is subject to possible examination by Federal and State authorities who determine
compliance with terms, conditions, laws and regulations governing other grants given to the Housing
Authority in the current and prior years. No significant violations of finance-related legal or contractual
provisions occurred.

NOTE F: RISK MANAGEMENT

The Housing Authority is exposed to various risks of loss related to torts; theft of, damage to, or destruction
of assets; errors and omissions; injuries to employees; employees health and life; and natural disasters. The
Housing Authority manages these various risks of loss as follows: Management believes such coverage is
sufficient to preclude any significant uninsured losses to the Housing Authority. Settled claims have not
exceeded this insurance coverage in any of the past three fiscal years.

NOTE G: PRIOR PERIOD ADJUSTMENTS

There was a $11,191 adjustment to set up the correct amount of accrued wages and payroll taxes as of
March 31, 2017.
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arry E. Gaudette, cpa, pC.

CERTIFIED PUBLIC ACCOUNTANT

731 South Garfisld Avenue
Traverse City, Michigan 49486

Ind dent tant’s R i - Work {231) 746-8930
ndependent Accountant’s Report on Applying Agree-Upon Procedure Cell {231) 4097526

Fox [231) 946-1377
To the Board of Commissioners :

Sullivan Housing Authority

We have performed the procedure described in the second paragraph of this report, which was agreed to by
the Sullivan Housing Authority (the “Housing Authority”) and the U.S. Department of Housing and Urban
Development, Real Estate Assessment Center (PTH-REAC); on whether the electronic submission of certain
information agrees with the related hard copy documents inciuded within the audit reporting package. The
Housing Authority is responsible for the accuracy and completeness of the electronic submission. The
sufficiency of the procedure is solely the responsibility of the Housing Authority and PIH-REAC.
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 lisied in the “Hard Copy Documents” column. The associated
findings from 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.

This agreed-upon procedure engagement was conducted in accordance with attestation standards
established by the American Institute of Certified Public Accountants and the standards applicable to
attestation engagements contained in Government Auditing Standards issued by the Comptroller General
of the United States. We were not engaged to and did not conduct an examination or review, the objective
of which would be the expression of an opinion or conclusion, respectively, on whether the electronic .
submission of the items listed in the “UFRS Rule Information” column agrees with the related hard copy
documents within the audit reporting package. Accordingly, we do not express such an opinion or
conclusion. Had we performed additional procedures, other matters might have come to our attention that
would have been reported to you.

We were engaged to perform an audit 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 for the Sullivan Housing Authority as of
and for the year ended March 31, 2018, and have issued our report thereon dated December 3, 2018. 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 supplementary information dated
December 3, 2018, was expressed in relation to the basic financial statements of the Sullivan Housing
Authority taken as a whole,
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Independent Accountant’s Report on Applying Agreed-Upon Procedure
Page Two

A copy of the reporting package which includes the auditor’s reports is available in its entirety from the
Sullivan 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, PIH-REAC,

The purpose of this report on applying the agreed-upon procedure is solely to describe the procedure
performed on the electronic submission of the items listed in the “UFRS Rule Information” column and the
associated findings, and not to provide an opinion or conclusion, Accordingly, this report is not suitable for
any other purpose.

Bany E. Gandette, (P4, PP

December 3, 2018

Attachment to Independent Accountant’s Report on Applying Agreed-Upon Procedures

UFRS Rule Does Not
Procedure Information Hard Copy Documents Aprees Agree
1 Business Sheet, Revenue Financial Data Schedule X

and Expense and Cash Flows

2 Footnotes Footnotes to Audited Basic Financial X
Statements
3 Type of Opinion on the Auditor’s Reports on the Financial X
Financial Statements and Statements, Compliance, and
Auditor Reports Internal Control
4 Type of Opinion on Auditor’s Supplemental Report on X
Financial Data Schedule Financial Data Schedule

By £, Ganddette, EPA,PL

December 3, 2018
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FDS
Line
Item
No.

111
114
115
100

122
124
126
120

142

150

161
162
163
164
166
167
160

180

290

Sullivan Housing Authority
Financial Data Schedule
Year Ended March 31, 2018

ASSETS

Current assets:

Cash-unrestricted

Cash-tenant security deposits

Cash-restricted for payment of current liabilities
Total cash

Receivables:
A/R-HUD other projects
A/R-other government
A/R-tenants

Total receivables, net

Other Curtent Assets:
Prepaid expenses

Total current assets

Noncurrent Assets:

Fixed Assets:

Land

Buildings

Furn, equip & mach-dwell

Furn, equip & mach-admin

Accumulated depreciation

Construction in progress
Total fixed assets, net

Total non-current assets

Total Assets and Deferred Outflow of Resources
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Low Rent
Program
14.850

353,968
64,809
3,873

422,650

1,651
105
5,303

7,059

58,299

488,008

131,925
17,919,027
202,913
200,211
(13,433,203)
288,792

5,309,665

5,309,665

5,797,673




FDS
Line
Item

No.

312
321
322
333
341
342
346
310

300
508.4
512.4
513

600

Sullivan Housing Authority
Financial Data Schedule
{(Continued)

Year Ended March 31, 2018

LIABILITIES and NET POSITION
Current liabilities:
Accounts payable
Accrued wage/payroll taxes payable
Accrued compensated absences
Accounts payable — other government
Tenant security deposits
Unearned revenue
Accrued liabilities — other

Total current liabilities

Total liabilities
Net Position:
Net investment in capital assets
Unrestricted net position

Total net position

Total Liabilities, Deferred Inflows of Resources and
Net Position
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Low Rent

Program
14.850

$ 20,571

13,518
17,620
44,308
64,809

3,873
29,254

193,953

193,953

5,309,665
294,053

5,603,720

$ 5,797,673
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FDS

Line
Ttem
No,

70300
70400
70500
70600
70610
71100
71500
70000

91100
91200
91400
91500
91600
01800
91900
91000

92400
92500

93100
93200
93300
93600
938060
93000

94100
94200
94300
94500
94000

Sullivan Housing Authority
Financial Data Schedule
(Continued)

Year Ended March 31, 2018

Revenues
Net tenant rental revenue
Tenant revenue-other

Total tenant revenue
HUD PHA operating grants
Capital grants
Investment income-unrestricted
Other revenue

Total revenue

Expenses

Administrative:

Administrative salaries
Auditing fees

Advertising and marketing
Employee benefit contributions
Office expenses

Travel

Other

Total operating-administrative

Tenant services:
Tenant services-other
Total tenant services

Utilities:

Water

Electricity

Gas

Sewer

Other utilities expense
Total utilities

Ordinary maintenance and operations;
Labor
Materials and other
Contracts
Employee benefit contributions
Total maintenance
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Low
Rent
Program
14.850

$ 727,961
1,070

729,031
394,217
93,389
1,696
31,192

1,249,525

193,523
5,265
4,870

49,224
23,868

205
39312

316,267

1,893

1,893

42,537
163,858
15,866
79,297
13,212

314,770

157,958
81,488
111,084
36,820

$ 407,350

e g e e 4T R e

e S NP MU

[P

o e e« S g 1o e




FDS
Line
{tem
No.

96110
96120
96130
96140
96100

96200
96300

96000 .

96900

97000

97200

97400

96000

10000

11030

11040

11190
11210

Sullivan Housing Authority

Financial Data Schedule
(Continued)
Year Ended March 31, 2018

Expenses (continued)
Insurance:
Property insurance
Liability insurance
Workmen’s compensation
All other insurance

Total insurance premiums

Other general expenses:
Other
Payments in lieu of taxes

Total other general expenses

Total operating expenses
Excess revenue over operating expenses
Other Expenses:
Casualty losses — non-capitalized
Depreciation expense

Total other expense

Total expenses

Excess(deficiency) of revenue over(under) expenses
Beginning nét position

Prior period adjustments

Ending net position

Unit months available
Unit months leased

9.

Low Rent
Program
14.850

$ 64,973
28,541

7,384

8,986

109,884

8,196
44,307

_ 52,503

1,202,667

46,858

11,928
438,016

449,944

1,652,611

(403,086)
5,995,615

11,191

$ 5,603,720

3,060
3,060



arry E.Gaudette, cpa,pC.

CERTIFIED PUBLIC ACCOUNTANT

731 South Garfield Avenue

Traverse City, Michigan 49684

Work [231) 944-8930

Independent Auditor’s Report on Internal Control over Financial Reporting Coll (231) 409.7524

EEPS——

and on Compliance and Other Matters Based on an Fax (231) 9461377

Audit of Financial Statemenis Performed in Accordance
with Government Auditing Standards

To the Board of Housing Commissioners
Sullivan Housing Authority
Sullivan County, Indiana

We 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 Genera! of the United States, the financial statements of the business-type
activities of the Suilivan Housing Authority, Indiana, as of and for the year ended March 31, 2018, and the
related notes to the financial statements, which collectively comprise the Sullivan Housing Authority,
Indiana’s basic financial statements, and have issued our report thereon dated December 3, 2018,

Internal Control over Financial Reporting’

In planning and performing our audit of the financial statements, we considered the Suilivan Housing
Authority, Indiana’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the Sullivan
Housing Authority, Indiana’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Sullivan Housing Authority, Indiana’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 a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material misstatement of the entity’s
financial statements will not be prevented, or detected and corrected on a timely basis. A significant
deficiency is a deficiency, or a 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,

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.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Sullivan Housing Authority, Indiana’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

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 entity’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 entity’s internal control and compliance. Accordingly,
this communication is not suitable for any other purpose. .

Bavey E. Gendette, OPA, PE

December 3, 2018
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