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Board of Commissioners
Housing Authority of Denham Springs
Denham Springs, Louisiana

We have audited the accompanying financial statements of the discretely presented component units
and cach major fund of the Housing Authority of Denham Springs, Louisiana as of and for the year
ended September 30, 2010, which collectively comprisc the Authority’s basic financial statements as
listed in the tablc of contents. These financial statements are the responsibility of the Housing
Authority of Denham Springs, Louisiana’s management. Qur responsibility is to express opinions 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, issucd 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 of material misstatement. An audit meludes examining, on a test basis, evidence supporting the
amounlts and disclosures in the financial staicments. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the overall
financial statement presentation. We believe that our gudit provides a reasonable basis for our
opinions.

As discussed in Note 4 10 the financial statements. the Authority has $433,991 due in receivables from
joint ventures and an investment in the joint ventures of 770,162, An allowance for doubtful accounts
is not provided since the uncollectible portion, if any, is not reasonably determinable. A reaspnable
allowance should be provided in the financial statements to conform with accounting principles
generally accepted in the United States of America. The effecis of that departure on the financial
staternents are not reasonably determinable.

In our opinion, except for the effects of the matter discussed in the preceding paragraph, the financial
statements referred to above present fairty, in all material respects, the respective financial position of
the discretely presented component units and each major fund of the Housing Authority of Denham
Springs, Louisiana, as of September 30, 2010, and the respective changes in financial position and cash
flows, thereof for the year then ended in conformity with accounting principles generally accepted in
the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated June 20,
2011. on our consideration of the Housing Authority of Denham Springs, Louisiana’s internal control
over financial reporting and on our tests of its compliance with ceitain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to describe the scope
of our testing of iaternal control over financtal reporting and compliance and the resuits of that testing,
and not to provide an opinion on the internal control over financral reporting, or on compliance. That
report 1s an integral part of an audit performed in accordance with Govenunent Auditing Siundards and
should be considered in assessing the results of our audit.

The Munagement™s Discussion and Analysis listed 1 the table of contents is not a required part of the
basic financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America.  We have applied certain limited procedures,
which consisted principatly of inquiries of management regarding the methods of measurement and
presentation of the supplementary information. However, we did not audit the information and express
no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Housing Authority of Denham Springs, [ouisiana’s basic financial
statements. The accompanying Schedule of Expenditures of Federal Awards is presented for purposes
of additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations, and is not a required parl of the basic
financial statements of the Housing Authority of Denham Springs, Louisiana. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in
our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken
as a whole. The accompanying Financial Data Schedules required by HUD and other accompanying
information identified in the table of contents are presented for purposes of additional analysis and arce
not a required part of the basic financial statcments. Such information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in relation to the basic financial statements taken as a whole.

Mike Estes, P.C.
Fort Worth, Texas
June 20, 2011



HOUSING AUTHORITY OF DENHAM SPRINGS, LA
REQUIRED SUPPLEMENTAL INFORMATION
MANAGEMENT DISCUSSION AND ANALYSIS (MD&A)

SEPTEMBER 20, 2010



Housing Authority of Denham Springs, LA

Management's Discussion and Analysis (MD&A)
Septzmber 30, 2009

The management of Public Housing Authority of Denham Springs, Louisiana presents the following
discussion and analysis (MD&A} of the Housing Authority’s financial aclivities for the fiscal year
ending September 30, 2010. This represents an overview of financial information. Please read this
discussion and analysis in conjunction with the Authority’s included audited financial statements.

FINANCIAL HIGHLIGHTS

P The primary source of funding for these activities continues to be subsidies and grants from the
Department of Housing and Urban Development {HUD), whereas tenant rentals provide a secondary
hut also significant source of funding. :

° The Housing Authority’s assels exceeded its liabilities by $2 662,928 at the close of the fiscal year
ended 2010,

v Of this amount $506,466 represents a restriction egual to the net amount invested in land,
building, furnishings, [easehold improvements, equipment, and construction in progress.

v Also of this amount, $258,296 of net assets are restricted for the Housing Choice Voucher
prograrm.

v The remainder of $1,515,746 of unrestricted assets could be used to meet the Housing
Authority’s ongoing obiigations to citizens and creditors. As a measure of financial strength, this
amount equals 114% of the total operating expenses of $1,321,952 for the fiscal year 2010,
which means the Authority might be able 1o operate about 13 months using the unrestricted
assets alone, but this compares favorabiy with 11 months in the priar fiscal year.

- The Housing Authority's total net assets increased by $433,872, a 19% change from the prior fiscal
year 2009. This increase is attnbutable to significant increases in Federal grants for both operations
and capitat improvements, described in more detail below.

- The increase in net assets of these funds was accompanied by a decrease in cash and cash
equivatents of $11,372.

° The Authority spent $235,020 on capital asset additions during the current fiscal year.

® These changes led to an increase in total assets by $293,166 and a decrease in total liabilties by
$140,706. As related measure of financial health, there are still over $2.61 of current assefs covering
each doliar of total current and long-term liahilities, but this compares less favarably with $1.83
covering the prior fiscal year's liabilities.

° The Housing Authority continues to operate without the need for debt borrowing.

OVERVIEW OF THE FINANGIAL STATEMENTS

This MD&A is intended to serve as an introduction to the Housing Authority’s basic financial statements. The
Housing Authority is a special-purpose government engaged in business-type activities. Accordingly, only
fund financial statements are presented as the basic financial statements, comprised of two companents: (1)
fund financial statements and (2) a series of notes to the financial statements. These provide information
about the activities of the Housing Authority as a whole and present a longer-term view of the Housing
Authority’s finances. This report also contains other supplemental information in addition to the basic financial
statements themselves demonsirating how projects funded by HUD have been completed, and whether there
are inadequacies in the Authority's internal controls.



Haousing Authority of Denham Springs, LA

Management's Discussion and Analysis (MD&A)
September 30, 2009

Reporting on the Housing Authority as a Whole

One of the most important guestions asked abolt the Authority's finances is, "Is the Housing Authority as a
whole belter off. or worse off, as a result of the achievements of fiscal year 2010?" The Statemnent of Net
Assets and the Swaiement of Revenues, Expenses, and Changes in Net Assets report information about the
Housing Authority as a whole and about ils aclivities in a way that helps answer this question. These
slaternents include all assets and liabilities using the accrual basis of accounting, which is similar to the
accounting used by most private-sector companies  All of the current year's revenues and expenses are
taken into account regardless of when cash is received or paid.

Fund Financial Statements

All of the funds of the Housing Authority are reported as proprietary funds. A fund is a grouping of related
accounts ihat is used to maintain contro! over resources that have been segregated for specific activities or
objectives. The Housing Authority, like other enterprises operated by state and local governments, uses fund
accounting o ensure and demonstrate compliance with finance-related legal requirements.

The Housing Autherity’s financial statements report its net assets and changas in them. One can think of the
Housing Authority's net assets — the difference between assets and liabilities — as one way to measure the
Authority's financial health, or financial position. Over time, increases and decreases in the Authority's net
assets are one indicator of whether its financial health is improving or deteriorating. One will need to consider
other non-financial factors, however, such as the changes in the Authcrity’s occupancy levels or its legal
obligations to HUD, to assess the overall health of the Housing Authority.

USING THIS ANNUAL REPORT

The Housing Authority's annual report consists of financial statements that show combined information about
the Housing Authority's most significant programs:

Low Rent Pubiic Housing
Capital Fund Program
Denham Springs Community Corporation — A blended component unit.

The above programs comprise the General Fund.

Housing Choice Voucher Program
Disaster Housing Assistance Payments (IKE)
Disaster Housing Assistance Payments (Katrina)

The above programs comprise the Housing Chaice Voucher Fund

Ashley Place |, I, and Ili, developed. operational low income apartment complexes. They
are shown combined, by a discrete presentation, in the far right column of the financial
statements.

This Management, Discussian, and Analysis concentrates on the activities of the primary
government.

The Housing Authority’s auditors provided assurance in their independent auditors’ report with which this
MD&A is included, that the basic financial statements are fairly stated. The auditors provide varying degrees
of assurance regarding the other information included in this report, A user of this report should read the
independent auditors' report carefully to determine the level of assurance provided for each of the other parls
of this report.

L



Housing Authority of Denham Springs, LA

Management's Discussicn and Analysis (MD&A)
Septermber 30, 2002

Reporting the Housing Authority’s Most Significant Funds

The Housing Authority's financial statements provide detailed information about the most significant funds.
Some funds are required to be established by the Department of Housing and Urban Development {HUD).
However, the Housing Authority establishes other funds to help it control and manage money for particular
purposeas, or to show that it is meeting legal responsibilities for using grants and other money.

The Housing Authority's enterprisé funds use the following accounting approach for Proprietary funds: All of
the Housing Authority's services are reported in enterprise funds. The facus of proprietary funds is on incame
measurement, which, tegether with the maintenance of net assets, is an important financial indicator.

FINANCIAL ANALYSIS

The Heusing Authority’s net assets were 32,662,928 as of September 30, 2010. Of this amount, $506,466
was invested in capital assets, and $1,515,748 was unrestricted. Also, there were $258,296 of general net
assets restricted for the Housing Choice Voucher Program. Also, S$S382,420 was restricted for amounts
required by the operating and replacement reserves of the Denham Springs Community Corporation,
required as the general partner. This is part of the Genreral Fund.

CONDENSED FINANCIAL STATEMENTS
Condensed Statement of Net Assets

2010 2009
ASSETS
Current assets 1,570,858 1,469,618
Capital assets, net of depreciatian 506,466 350,213
Noncurrent other assels 1,204,153 1,168,480
Tolal assets 3,281 477 2,988,311
LIABILITIES
Current liabilities 601,517 742,629
Non-current liabilities 17,032 16,626
Total liabilives 618,549 758,255
NET ASSETS
Invested in capital assets, net of depreciation 506,466 350,213
Net assets restricted 640,716 416,826
Unrestricted net assets 1,515,746 1,462,017
Total net assets | 2,662,928 2,229,056

Total liabilities and net assets 3,281,477 2,988,311

§



Housing Authority of Denham Springs, LA

Management's Discussion and Analysis (MD&A)
September 30, 2009

CONDENSED FINANCIAL STATEMENTS (Continued)

The net assets of these funds increased by $433,872 or by 19%, from those of fiscal year 2009, as explained
below. In the narrative that follows. the detail factors causing this change are discussed:

Condensed Statement of Revenues, Expenses, and Changes in Fund Net Assets
Fiscal Year Ended September 30, 2010

2010 2009
OPERATING REVENUES
Dwelling rental 3 83,813 § 84,618
Governmental operating grants 1,301,904 1,526,701
Other 221,156 124,166
Total Operating Revenues 1,606,873 1,735,545
OQPERATING EXPENSES
Administration 204,239 180,061
Tenant services 15,687 48,409
Utilities 18,579 19.952
Ordinary maintenance & operations 66,828 63,430
General expenses 63,503 127,341
Depreciation 78.768 78,014
Extraordinary maintenance 900 0
Housing assistance payments 873.448 1,077,496
‘Total Operating Expcnses 1,321,952 1,594,703
Income (loss) from Operations 284,921 140,842
Non Operating Revenues (Expenses)
[nterest carnings 3417 9,903
Total Non-Operating
Revenues {Expenses) 3417 9.903
Income (loss) before contribution 288,338 150,745
Capital Contribution 145,534 38,744
Change in net assets 433,872 189,489
Total net assets - beginning 2,229,056 2,039,567
Total net assets ending $ 2,662,928 2,229.056




Housing Authority of Denham Springs, LA

Management's Discussion and Analysis (MD&A)
September 34, 2010

EXPLANATIONS OF FINANCIAL ANALYSIS

Gompared with the prior fiscal year, totzl operating revenues decreased 5128672, or by 8%, from a
combination of larger offselting factors. Reasons for most of this change are listed below in order of impact
from greatest to least;

Federal revenues from HUD for operations decreased by $224 B67, or by 14% from that of the prior
fiscal year. The determination of operating grants is based in part upon operations performange of
prior years. This amount fluctuates from year-tg-year because of the complexities of the funding
formula HUD employs. Generally, this formula calculates an aflowable expense level adjusted for
inflation, occupancy, and other factors, and then uses this final result as a basis for determining the
grant amcunl. The amount of rent subsidy received from HUD depends upon an eligibility scale of
each tenant. There was an increase in the number of eligible tenants receiving subsidies, so
Housing Assistance Grants increased accordingly, lowering the overall total.

Total cther operating revenue increased by $96,930, or by 78% from that of the prior fiscal year.

Federal Capital Funds from HUD increased by $106,780 from that of the prior fiscat year. The
Housing Authority was still in the process of completing projects funded from grants by HUD for fiscal
vears 2007 through 2009, and submitted a new grant during fiscal year 2011.

Interest income decreased by $6,486, or by 65% from that of the prior fiscal year, because the
Authority spent available cash mostly on capital assets instead of lemporary investments.

Compared with the prior fiscal year, tolal operating expenses decreased 5272,751, or by 17%, but this also
was made up of a combination of offsetting factors. Again, reasons for mos! of this change are listed below in
order of impact from greatest to least:

Housing Assisiance Payments {o landlords decreased by $204,048, or by 19% from that of the prior
fiscal year, because there was a decrease in the number of tenants qualifying for subsidy during the

year.
General Expenssas decreased by $63,838, or by 100% from that of the prior fiscal year.

Administrative Expenses increased by $24,178, or by 13% from that of the prior fiscal year, due to a
combination of factors: Administrative staff salaries increased by $11.698, or by 11%, and relaled
employee benefit contributions increased by 31,312, or by 10%,; therefore, total stafl salaries and
benefit costs increased by 11%. In addition, audit fees increased by $8,300, or by 69%, accounting
fees increased by $1,189, or by 6%.

Tenani Services decreased by $32,722 from that of the prior fiscal year.
Deprecialion expense increased by $754, of by 1% from that of the prior fiscal year.
Maintenance and repairs increased by $3,443 from that of the prior fiscal year.
Utilities Expense decreased by $1,373, or by 7% from that of the prior fiscal year.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

At September 30, 2010, the Housing Authority had a fotal cost of $3,301,582 invested in a broad range of
assets and construction in progress from projects funded in 2009 through 2010, listed below. This amount,
not including depreciation, represents increases of $235,020 from the prior year. More detailed information
ahout capital assels appears in the notes to the financial statements.



Housing Autharity of Denham Springs, LA

Maragemeant’s Discussion and Analysis (MD&A)
September 30, 2010

Capital Assets, Net of Accumutated Depreciation
As of September 30, 2010

2010 2009
Land $ 17.200 5 17,200
Buildings 437,701 274,582
Leasehold improvements 13,560 14,873
Furniture and equipment 44005 43,558
Total 508,466 350,213

As of the end of the 2010 fiscal year, the Authority is slill in the process of completing HUD grants of
$205,003 obtained during 2007 through 2009 fiscal years. A total remainder of $120,790 will be received and
$114,263 will be spent for completing these projects during fiscal year 2011.

Debt

Non-current liabilities also include accrued annual vacation and sick leave due to employees. The Housing
Authority has not incurred any mortgages, leases, or bond indentures for financing capitzl assets or
operations.

ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Housing Authority is primarily dependent upon HUD for the funding of operations, therefore, the Housing
Authority is affected more by Federal budget than by local economic conditions. The capital budgets for the
2011 fiscal year have already been submitted to HUD for approval and no major changes are expecied.

The Capital fund programs are mullipie year budgets and have remainad relatively stable. Capital Funds are
used for the modernization of public housing properties including administrative fees involved in the
modernization.

CONTACTING THE HOUSING AUTHORITY'S FINANCIAL MANAGEMENT

Qur financial report is designed to provide our citizens, investors, and creditors with a general overview of the
Housing Authority’s finances, and to show the Housing Authority’s accountability for the money it receives, f
you have guestions about this report, or wish to request additional financial information, contact Fred Banks,
at Public Housing Authoerity of Denham Springs, Louisiana; P.Q. Box 910; Denham Springs, LA.

9



EXHIBIT A

HOUSING AUTHORITY OF DENHAM SPRINGS
STATEMENT OF NET ASSETS
SEPTEMBER 3G, 2010

linusing ¢ haiee Taotal Privnary Component
Cremwerit] Vouchers Crovermmaonl Units Totf
ASSETS
Current asseis
Cash and cash equivalents % 6004 & 634651 § 640,745 & 22207 % 652,052
bvestiments - Unrestricted 189.447 0 389,447 {l 389 A7
Accounts receivable net a0 201 192 778 162,979 3679 166,638
Interest receivable 1.07% 0 rars 0 1,278
Prepaid items and other assels 29454 U 204584 18.196 47,680
Restuicted assets - cash and equivalents 3.500 242425 246025 407.661 754586
Totai Current Assels 491,004 1,079,654 1,570,858 471,743 32,042 601
Capital Assets. nel
Land and other non-depreciated assets 17.200 0 17,200 645,624 662.824
O:her capital asscts - net of depreciation 471,210 18.056 489,266 11.004.784 11.494.050
Total Capital Assets. net 488,410 18,056 506466 11650408 12156874
Moncurrent
Moncurrenl receivables 433,991 0 433,991 0 433,99)
Invesimznt in joint vemures 770.162 0 770,162 4] 770162
Other assets 0 0 G 365,965 KIRYN
Tatal Noncurrent Assets £204,153 0 1.204.153 365,863 15700118
Total Assets $ 2183567 S 1097910 $§  3.281477 § 1248816 3 15769503
LIABILITIES
Current Liabililies
Accounts payable s 14,565 § 84,120 3 95,604 § a0 § 137.616
Deferred revenue 33048 235,363 269,311 4,704 IMQ15
Compensated absences payable 2457 - 1044 1.48t 0 348
Accrued interest payable 0 0 0 11,223 11,223
Cuitent portion of notes payable 0 g 0 44,945 44 945
Accrucd liahilities other 224.506 . 1,023 225,551 203,240 428,771
Deposits due others 4.500 0 4,500 30,525 35025
Total Current Liabtiities 279.956 321.561 601517 333,559 935,076
Noncwrent Ligbilities
Compensaied absences payable 0.606 2831 9437 4] 9,437
Noncurrent portion of notes payable o 0 0 3,308.663 3.308.663
MNoncurrent liabilities ¢] 7,395 7,595 1.085.699 1,003,204
Total Noneurrent Liabilitics 6,606 10.426 17,032 4.394 302 4411304
Toral Liabilities 286,502 331,087 618,340 4,727,921 5,346,470
NET ASSETS
Invested in capital assers. nct of
related debt 483.410 18.0560 506.406 §.286.800 3,803,266
Restricted 382420 258.296 640716 ] 6417106
Unresiricted 1,026.175 489371 1.515,746 (530.605) 079,141
Net Assets 1,897,005 765,923 1.602,928 7,760,193 10,423,123

Total Liabilitics and Net Assets $ 2.83567 3§ LO97910 3 3281477 § 1248R.116 & 15.769.503

The Notes to the Financial Statements are an integral part of these statements.
10
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EXHIBIT B

HOUSING AUTHORITY OF DENHAM SPRINGS
STATEMENT OF REVENUES,
EXPENSES AND CHANGES IN FUND NET ASSETS
YEAR ENDED SEPTEMBER 30, 2010

Huusing Choice  Totad Primary Component
General Vouclier Goverament Unit Tutal
OPERATING REVENUES
Dwelling rental S 83813 § 0 83,813 579,481 763,294
Govemnmental operating grants 140,642 1.161,262 1,301,904 0 1,301,904
Other 123,845 97,311 221,156 207 221,363
Total Operating Revenues 348,300 1,258,573 1,606.873 679,688 2.286.561
OPERATING EXPENSES
Administration 93,304 110,933 204,236 129,802 334,041
Tenant scrvices 0 15,687 15,687 0 15,687
Utilities 18.579 1] 18,379 73,664 92,243
Ordinary maintenance & operations 66,828 1] 66,828 117,676 184,504
Gienerdl expenses 57,893 3,608 63.503 206,307 269,810
Depreciation 71,361 7.407 78,768 463,745 542,515
Extraordinary maintenance 000 0 900 0 900
[lousing assistance payments Q 182,616 7826186 { 782,616
Port-in housing assisiance payments 0 90,832 90,832 ¢ 00,832
Total Operating Expenses 308,867 1,013,085 1,321,032 991,194 2.313,146
Income (loss) from Opcralions 39433 245 488 284,921 (311,500) (26,585)
Non Oneraiing Revenues (Expenses)
[ntercst earnings 3394 23 3,417 0 3417
Interest expense 0 0 0 {257,387) (257,387}
Total Non-Operating
Revenues {Expenses) 3,394 23 3.417 (257,387) (253.970)
Income (loss) before contribution 42 827 245 511 188,338 (368.893) (280,555)
Capital Contrbution 145,334 0 145,534 3,327,165 3,472,699
Change in net assets 188,361 245511 433,872 2,758,272 3,192,144
Total net asse1s - beginning 1,708,644 520412 2,229,056 5,001,923 7.230,979
Total net assers ending $ 1,897,005 765,923 2.662,928 7,760,193 10,423,123 7

The Notes to the Financial Statements are an integral part of these statements.
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HOUSING AUTHORITY OF DENHAM SPRINGS

STATEMENT OF CASH FLOWS

YEAR ENDED SEPTEMBER 30, 2010

CASH FLOWS FROM
OPFERATING ACTIVITIES

Rental recerpts
Other receipts Bishbursements
[ecderat Geants
Payinents 1o vendors
Payviments e emplovees - net
Paymunts 10 private landionds

Net cash provided (used) by
operating actisiiies

CASH FLOWS FROM NON-CAPITAL
FENANCING ACTIVITIES
Joint venture cost

Net eash provided {(used) by noa-
capitu] financing vetivities

CASH FLOWS FROM CAPITAL AND
RELATED FENANCING ACTIVITIES
Interest puid an revenue bonds
Purchase assets
Capitalfmortgage toan proceeds
Contribution from pantners
Federal capital grams
Net cash provided (used) by capital
anil related financing activitics
CASH FLOWS FROM INVESTING
ACTIVITIES

Interest income
Purchase of invesumignts

Net cash provided {used) hy
investing activitics
NET INCREASE (DECREASE) IN
CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS

Beginning of Fiscal Year

CASH AND CASH EQUIVALENTS
End of Fiscat ¥ear

Housing Choive

Totai Priminy

EXHIBITC

Componenit

General Vouclsor Governaent Linig ol
3 14250 5 (U 114,250 § 662,105 § 776,413
126914 122960 249574 {1048 247,926
91,849 1.061.535K 1,133.407 0 11532407
{223.0:% (130,225 {35%.375) {485,170 (443,590
{95.309) (76.782) (172.001) {60,474 (232,965)
0 (473,444 (873.445) ¢ (873,448
154631 97,963 112614 114172 17386
(35673} 0 (35,671) t] (35,673
(35,673) (i {35,673) 0 (315.673)
0 {1 0 (252,654) (252,654
217,267 {17,7153) (235.020) {645 385) {880,405)
0 { 4] (2,426,485) {2.426.485)
0 Q 0 3327163 3,327,165
145,534 [\ 145.534 0 143534
{71,734 {17750 (894801 2.641 (R6,845)
3410 23 3433 0 3433
(3.260) 0 {3.200 4] (3.2600
150 a3 173 0 173
(91,605} 80,233 {11,372) 116,813 105.441]
102,140 896,843 999,042 333,055 1.332.097
;3 100,594 977076 § 987670 5 449,668 1437.538

Continued
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HOUSING AUTHORITY OF DENHAM SPRINGS

STATEMENT OF CASH FLOWS

YEAR ENDED SEPTEMBER 30, 2010

Housing Choice

Total Primary

EXHIBIT C

Compenen:

Generat Voucher Governmznt Unit Tatal
RECONCILIATION OF OPERATING
INCOME (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING
ACTIVITIES :
Operating income {foss) 5 w433 8 245488 § 284921 % 1311.306) § (26,385}
Adjusunent lo reconcile operating
income oss) to net cash provided (used)
by operating activitics,
Depreciation Expense 71,361 7407 78.768 463,745 542,513
Allowance for doubsful accounts 368 (20.374) {20,006y } {30,008}
Change in assets and lahilities: 0 0
AP{Vendors 6,89 146,254) {3V.350) (20,000 (59,356}
Accrued Comp/PayrelliTaxes {1.041) 471 (570) ) (570)
Accrued PHA, HUD, or Other Gov't [48,793) {741,040 {122 837 #] {122,837
Other accruais (80,909 (153,727) {90,636) 205 {96,431
Prepaid items (3,172} 086 (4.176) (18.196) (22.372)
Security denosits (3500 1] {350y {2,368 (2.710%
Tenants ReceivablerDeterred Revenue 33,856 ¥ J3836 23R4 36,140
Net cash provided {used) by operativns 5 15,651 § 97963 % 3614 § 114,172 § 227,756
Concluded

The Notes to the Finrancial Statements are an integral part of these statements.
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HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES The accompanying
financial statements of the Housing Authority of Denham Springs have been prepared in conformity
with accounting principles gencrally accepted in the United States of America (GAAP) as applied to
governmental units. The Governmental Accounting Standards Board (GASB) is the accepted
standard-setting body for establishing governmental accounting and financial reporting principles.

A. REPORTING ENTITY Housing Authorities are chartered as public corporations under the laws
(LSA - R.S. 40.391) of the state of Louisiana tor the purpose of providing safe and sanitary dwellings
accommodations. This creation was contingent upon the local poverning body of the city or parish
declaring a need for the Housing Authonty to function in such city or parish. The Housing Authority
is governed by a five member Board of Commissioners. The members, appuinted by the Honorable
Mayor of Denham Springs, serve staggered multi-year terms.

The Housing Authority has the following units:

PHA Owned Housing Fw 52
Section 8
Housing Choicc Vouchers LA-120

GASB Statement 14 establishes criteria for determining the governmental reporting entity and
component units that should be included within the reporting entity. Under provisions of this
Statement, the Housing Authority is cousidered a primary government, since it is a special purpose
goverament that has a separate governing body. is legally separate, and is fiscally independent of other
state or local governments. As used in GASB Statement 14, fiscally independent means that the
Housing Authonty may, without the approval or consent of another governmental entity, determine or
modify its own budget, levy its own taxes or set rates or charges, and issue bonded debt with HUD
approval.

The Housing Authority is a related organization of the City of Denham Springs since the City of
Denham Springs appoints a voting majorily of the Housing Autherity’s governing board. The City of
Denham Springs is not financially accountable for the Housing Authority as it cannot impose its will
on the Housing Authority and there is no potential for the Housing Authority to provide financial
benefit to, or impose financial burdens on, the City of Denham Springs. Accordingly, the Housing
Authority is not a component unit of the financial reporting entity of the City of Denham Springs.

Governimental Accounting Standards Board (GASB) Codification Section 2100 establishes criteria for
determining which, if any, component units should be considered part of the Housing Authority for
financial reporting purposes. The basic criteria for including a potential component unit within the
reporting entity is financial accountability. The GASB has sct forth criteria to be considered in
determining financial accountability, which includes:
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HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

1)  Appointing a voting majority of an organization’s governing body, and:
a) The ability of the government to imposc its will on that organization and/or

b) The potential for the organization to provide specific financial benefits to or impose
speeific financial burdens on the government.

2)  Organizations for which the government does not appoint a voting majority but are fiscally
dependent on the government. )

3)  Organizations for which the reporting entity financial statements would be misleading if data of
the organization is not included because ot the nature or significance of the relationship.

Based on the previous criteria, the Housing Authority has determined that the following component
untits should be considered as part of the Housing Authority reporting, entity:

Ashley Place Limited Partnership (Ashley Place [), Ashley Place Development Il Limited Partnership
(Ashley Place II), and Ashley Place Development 11 Limited Partnership (Ashley Place IMI) are legally
scparatc cntities. The managing gencral partner of Ashley Place [ is the Denham Springs Community
Corporation. The managing general partner of Ashley Place 1 and Ashley Place 11T is Denham
Springs Community GP, LLC. The Board of Directors of Denham Springs Community Corporation
and the Denham Springs Community GP, LLC consists entircly of the Board of Commissioners of the
Housing Authority, which provides the Housing Authority with a voting majority of the goveming
bodies of Ashley Place {, [1, and III.

The Denham Springs Community Corporation and the Denham Springs Community GP, LLC, are
included in the financial statements as blended entities, as part of the General Fund. Ashley Place L. 11
and Il are included in the financial statcments through discrete presentation as one combined fund.
According to GASBS 14, neither Ashley Place 1, {1, or III are considered major funds. According to
GASBS 14, non-major component units should be aggregated in a single column.

The financial position, changes in net assets and cash flows of the Denham Springs Community
Corporation and the Denham Springs Commuonity GP, LLC are presented for the ycar cnded
September 30, 2010,

Ashley Place [, 11, and 1l have been audited for the year ended September 30, 2010, all by one other
accounting firm. Those are the numbers presented by discrcte presentation. GASBS 14 encourages
the presentation of component units’ year end statements to be the closest year end to the primary
entity’s year end as practicable.

The separate financial statements of Ashley Place 1, II and III can be obtained from the Housing
Authority of the City of Denham Springs, 600 Eugene Street, P.O. Box 910, Denham Springs,
Louisiana. Denham Springs Community Corporation and Denham Springs Communtty GP, LLC do
not issue separate financial statements.



HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

B. FUNDS The accounts of the Housing Authority are organized and operated on the basis of funds.
A fund is an independent fiscal and accounting cntity with a self-balancing set of accounts. Fund
accounting segregates funds according to their intended purpose and is used to aid management in
demonstrating compliance with finance-related legal and contractual provisions. The minimum
number of tfunds arc maintained consistent with legal and managenal requirements.

The transactions of the Housing Authority are reported in a proprietary enterprise fund. The peneral
fund accounts for the transactions of the public housing Low Rent program and the Capital Fund
program, and the blended component units. The housing choice voucher fund accounts for the Section
8 Housing Choice Voucher program, the Disasier Voucher Program, and the Disaster Housing
Assistance Program.

C. MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

PROPRIETARY FUNDS Proprictary funds are accounted for on the flow of economic resources
measurement focus and the accrual basis of accounting.  Undcr this method, revenues are recorded
when eamed and expenses are recorded at the lime the liabilities are incurred. 'With this measurcment
focus, all assets and all liabilities associated with the operation of these funds are included on the
balance sheet. The Housing Authority has elected, pursuant to GASB Statement No. 20, to apply all
GASB pronouncements and only FASB pronouncements issued before November 30, 1989,

Proprietary funds distinguish operating revenucs and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprictary funds” principal ongoing operations. The principal operating revenues of
the Housing Authority are rent and maintenance charges to residents and operating fees earned.
Operating expenses for proprietary funds include the administrative costs of providing the service and
the housing assistance payments o lundlords. All revenues and expenses not meeting this definition
are reported as non-operafing revenues and expenses.

D. CASH AND CASH EQUIVALENTS Cash includes amounts in demand deposits and interest-
bearing demand deposits. Cash equivalents include amounts in time deposits, of less that ninety days,
and cash with fiscal agent. Under state law, the Housing Authority may deposit funds in demand
deposits, interest-hearing demand deposits, money market accounts, or time deposits with state banks
organized under Louisiana law and national banks having their principal offices in Louisiana.

On the Statement of Cash Flows, cash and cash equivalents, end of the year, is §1,437,538. This is

comprised of cash and cash equivalents of $682.952 and restricted assets - cash ot $754,586, on the
statement of net assets sheet.
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HOUSING AUTHCRITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

E. INVESTMENTS Investments arc limited to L.S.-R.5. 33:2955 and the Housing Authority’s
investment policy. If the original maturities of investments excced 90 days, they are classified as
investments; however, if the original maturities are 90 days or less, they are classified as cash
cquivalents.

The iavestments are reflected at quoted market prices except for the following which are
required/permitted as per GASB Statement No. 31:

Investments in ponpyrticipating intercst-carning contracts, such as nonnegotiable certificates of
deposit with redemption terms that do not consider market rates, are reported using a cost-
hased mcasure.

The Housing Authority reported at amortized cost money market investments participating
mterest-earning invesiment contracts that have a remaining maturity at time of purchase of one
year or less.

Deflinitions:

Interest-carning investment contract include time deposits with financial institutions (such as
certificates of deposit), repurchase agreements, and guaranteed investment contracts.

Moncy market investients are short-term, highly liquid debt instruments that include U.S.
Treasury obligations,

F. REVENUE RECOGNITION Revenues and other governmental fund financial resource
increments are recognized in the accounting period in which they become susceptible to accrual - that
is, when they become measurable and available to the finance expenditures of the fiscal period.
"Available" 1s determined as collectible within the 12 months of the fiscal year or soon enough
thereafter to be used in pay liabilities of the current period.

G. PREPAID ITEMS Certain payments to vendors reflect costs applicable to future accounting
periods and arc recorded as prepaid items.

H. CAPITAL ASSETS Capital assets are recorded at historical cost and depreciated over their
estimated useful lives (excluding salvage value). The capitalization threshold is $1.000. Donated
capital assets are recorded at their estimated fair value at the date of donation. Estimated useful live is
management’s cstimate of how long (he asset is expected to meet service demands. Straight line
depreciation is uscd based on the following estimated useful lives:

Site improvements 15 years
Buildings 33-40 years
Building improvements 15 ycars
Furniture and equipment 5-7 years
Computers 3 years
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HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

I. DEFERRED REVENUES The Housing Authority reports deferred revenues on its balance shect.
Deferred revenues arise when resources are received by the Housing Authority before it has a legal
claim: to them, as when grant monies are received prior to the oceurrence of qualifying expenditures.
In subscquent periods, when the Housing Authority has a legal claim to the resources, the lability for
deferred revenue is removed from the statement of net assets sheet and the revenuc is recogntzed.

J. COMPENSATED ABSENCES The Housing Authority follows Louisiana Civil Service
regulations for accumulated annual and sick leave. Employees may accumulate up to three hundred
hours of annual leave which may be received upon termination or retirement.  Sick leave hours
accumulate, but the employee is not paid for them if not used by his/her retirement or termination date.

K. RESTRICTED NET ASSETS Net assets are reported as restricted when constraints placed on net
asset use are either:

Externally imposed by creditors (such as debt covenants), grantors, contributors, or laws or regulations
of other governments or imposed by law through constitutional provisions or enabling legislation.

Restricted resources are used first when an expense is incurred for purposes for which both restricted
and unrestricted net asscts are available.

L. POST EMPLOYMENT BENEFITS The Authority does not recognize or pay any post
employment benefits, Accordingly, Governmental Accounting Standards Board (GASB) Siatement
Number 45 does not apply.

M. 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 asscts and liabilities and disclosure of contingent
assets and liabilities at the date of the financial statements and the reported amounts of revenues,
expenses and other financing sources and uses during the reporting period. Actual resuits could differ
from those estimates.

NOTE 2 - DEPOSITS AND INVESTMENTS The Housing Authority has reported their
investments with a maturity at time of purchase of one year or less at amortized cost. Investments with
maturity at time of purchase of greater than one year are presented at fair value at September 30, 2010,
Deposits are stated at cost, which approximates fair value.

Interest Rate Risk: The Housing Authority’s policy does not address interest rate risk.

Credit Rate Risk: GASB 40 disclosure of credit rate risk does not apply, since the Authority’s only
investments are certificates of deposit.

Custodial Credit Risk: The Authority’s policy requires the financial imstitution fo cover the first
$250,000 of deposits with FDIC coverage. Any excess deposits must be collateralized with securities
held by the pledging financial institution, with a fair market value that equals or exceeds the amount of
cxcess deposits.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

Restricted Cash: 54,500 is restricted in the General Fund for security deposits. $258,296 is restricled
in the Housing Choice Voucher fund for HAP Equity and $84,129 is in DHAP-IKE for Sccurity and
Utility deposits due to HUD.

At September 30, 2010, the Housing Authority’s carrying amount of deposits was $1,376,992 and the
bank balince was 31,434,573 which includes $389,447 in certificates of deposits classified as
investments, Petty cash consists of 3125, Of the bank balance, $934,573 was exposed to custodial
credit risk because it was uninsured aind collateralized with securities held by the pledging financial
institution’s trust department or agent but not in the Housing Authority’s name.

Even though the pledged securitics are considered uncollateralized (Category 3) under the provisions
of GASD Statement 40, Louisiana Revised Statute 39:1229 imposcs a statutory requirement on the
custodial bank to advertise and sell the pledged securities within ten days of being notified by the
Housing Authority that the fiscal agent has failed to pay deposited funds upon demand. [nvestments
during the year were solely in time deposits at banks.

Restricied Cash - Component Unit

Ashley Place I, 11 and IT1

12-31-10
Tax and insurance escrow 3 33,375
Tenant’s security deposits 15,167
Operating reserve 331,145
Replacement reserve 27,974
Balance, ending $ 407,661

NOTE 3 - ACCOUNTS RECEI VABLE The reccivables at September 30, 2010, are as follows:

Housing Choice

General Voucher Total
Class of Receivables
Local sources:
Tenants $ 18 § 0 3 18
[nsurance Proceeds 10,705 4 10,705
Ashley Place 685 28.754 29,439
Due from other PHA 0 10,803 10,803
Federal sources:
Grams 48,793 63,221 112,014
Total s 60,201 § 102,778 § 162,979




HOQUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS

SEPTEMBER 30. 2010

NOTE 4 - NONCURRENT ASSETS These amounts originate from Ashley Place I, I and il
Those entities arc described in Note 1, A, Reporting Entity. The noncurrent asscts as of September 30,

2010 are as tollows:

Ashley Ashley Ashley
Place | Place 11 Plage 111 Total
Developer fee $ 214310 & 483,024 $ 413,482 $ 1,110.816
Partners fec 45,337 24,000 24,000 93,337
239,647 507,024 437,482 1,204,133
Investment in joint ventures 0 407,713 362,449 770,162
Total Non-current receivables 259.647 99,311 75,033 433,091

T

Investment in joint ventures consist of deferred developer fees, which will be paid only after positive

cash flow from operations results from Ashley Place [1 and 111

NOTE 5 - CAPITAL ASSE'TS The changes in capital assets are as follows:

Beginning Ending
Balance Additions  Deletions Balance
Non-depreciable assets
Land $ 17,200 $ 05 03 17,200
Buildings 2,854,967 198,085 3,053,052
Fumiture and Equipment 194,405 36,935 231,340
Total 3,066,572 235,020 0 3,301,592
Less: accumulated depreciation
Buildings 2,534,106 533,684 0 2.607,790
Furniture and equipment 162,253 25,083 0 187,336
Total 2,716,359 78,767 0 2,795,126
Fixed Asset, Net i 350213 S 136,253 % 0 S 506,466




HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

Discretely Presented Component Units

Beginning Ending
Balance Additions  Dclctions Balance
Non-depreciable assets
Land $ 645,624 § 0 3s 0% 645,024
Buildings 11,212,991 0 11,212,991
Furmture and Equipment 1,051,351 3,118 1,054,469
Total 12,909,966 3,118 0 12,913,034
Less: accumulated depreciation 798,931 463,745 1,262,676
Total 708,931 403,743 0 1,262,676
Capital assets, net $ 12,111,035 & (460,627) % 0% 11,650,408

NOTE 6 - ACCOUNTS PAYABLE The payables at $369,368 are as follows:

Housing Choice
General Voucher Fund Total
Payroll taxes &

Retirement withheld $ 3271 § 0% 3,271
Vendors 11,294 0 11,294
Federal sources:;

Grants 0 84,129 84,129

Total $ 14,565 § 84,129 % 98,694

NOTE 7 — COMPENSATED ABSENCES At September 30, 2010, cmployees of the Housing
Authority have accumulated and vested $12,918 of employee leave computed in accordance with
GASB, Codification Scction C60.

o
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HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

NOTE 8 — LONG — TERM OBLIGATIONS The following is a summary of the long — term
obligation transactions for the year ended Scptember 30, 2010, and for notes payable, September 30,
2010, the year end for the component units.

Compensated  Total Primary

Abscnces Government
Balance, beginning § 12,317 § 12,317
Additions 3.246 3,245
Deaductions 2,645 2,645
Balance, ending 12,918 12,918
Amount due in one year 3,481 3,481
Discretelv Presented Component Units
Notes Developer and Deferred
Payable Other Fees  Development Fee Total
Balance, beginning $ 6338434 § 994,636 3 226,025 § 7,559,095
Additions 0 0 544,137 544137
Deductions (2,984,826) (475,859) 0 (3,460,685)
Balance, ending 3,353,608 518,777 770,162 4,642,547
Amount due in one year 44,945 203,240 0 248,185
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SEPTEMBER 30, 2010

NOTE 9 - NOTES PAYABLE Notes payable on discretely presented component units at December
31, 2010 are as follows:

Ashley Place |

Construction Loan

Construction [inancing for the development of the project was acquired through First Guaranty Bank
of Ponchatoula, Louisiana in the principal sum of up to $2,330,000. On January 29, 2008, the
construction loan was converted to a permanent loan.

Permanent Loan

Permanent financing has been obtained through First Guaranty Bank of Ponchatoula, Louisiana in the
amount of $1,362,787. Interest is computed using the Wall Street Journal Prime plus 1.50% adjusted
every five years, starting at 7.50% per annum, with a floor of 7.50 per annum, and a ceiling of 9.00%
per annum. The maximum intcrest rate change every five years is 1.00%. The payment amount is sct
at principal and interest payments of $10,110 monthly and remain the same for the life of the loan.
The permancent loan is collateralized primarily by the Partoership’s real estalc and improvements
thercon. The permanent loan shall have a term of 17 years with an amortization of 30 years and
matures on January 29, 2025, at which time all unpaid principal and interest amounts are due and
payable. As of December 31, 2010, the balance duc on the loan was 51,324,822, The current portion
due at December 31, 2010 was $24,442.

Ashley Place 1]

Pre-Development Loan

The Partnership entered into a pre-development loan agreement with Local Initiatives Support
Corporation on December 21, 2007. The maximum loan amount that can be drawn is $1,485,669.
Interest on the loan is based on a default rate of 5% per annum in cxcess of the rate of interest
otherwise payable under the note. At December 31, 2008, the interest rate was 7%. The Partnership is
to make monthly payments of interest only and the loan matures on May 1, 2009. The loan is
primarily collateralized by a mortgage on real property and a security agreement on the first
installment of non-developer fee equity. As of December 31, 2008, the balance on the pre-
development loan was $1,416,622. During 2009, the Partnership paid the loan balance in full.

Construction Loan

The Partnership entered into a construction loan agreement with Bank of America on Decembcr 27,
2007. The maximum loan amount that can be drawn is $2,687,642. Interest on the loan is based on a
30 day LIBOR rate, floating. At December 31, 2008, the intercst rate was 2.86%. The Partnership is
to make monthly payments of intercst only and the loan matures on December 27, 2009. The loan is
primarily collateralized by a mortgage on rcal property and a security agrcement. As of December 31.
2008, the balance on the construction loan was $1,650,848. During 2009, the Partnership borrowed
additional funds in the amount of $762,112. The loan balance at December 31, 2010 was $2,412,960
and was converted to a permanent loan on June 27, 2010.
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Permarnent 1.oan

Permanent financing has becen obtained through Bank of America of Charlotte, North Carolina in the
amount of $1,224,783. Interest is compounded at an annual rate of 7.01%. The payment amount is set
at principal and interest payments of $8,156.75 monthly and remain the same until the entire unpaid
principal is paid in full. The permanent loan is collateralized primarily by the Parlnership's real estate
and improvements thercon. The permanent loan shall have a term of 18 years with an amontization of
30 years and matures on June 24, 2028, at which time the wapaid prineipal will continue to bear
interest at the default ratc until the remaining principal is paid in full, As of Dccember 31, 2010, the
balance due on the Joan was $1,221,762.

Ashloy Place I11

Pre-Development Loun

The Partnership entered into a pre-development loan agreement with Local Initiatives Support
Corporation on December 21, 2007, The maximum loan amount that can be drawn is $1.503,454,
Intcrest on the loan is based on a default rate of 5% per annum in excess of the rate of intercst
otherwise payable under the note. At December 31, 2008, the interest rate was 7%, The Partnership is
to make monthly payments of interest only and the loan matures on May 1, 2009. The loan is
primarily collateralized by a mortgage on real property and a security agreement on the first
installment of non-developer tee equity. As of December 31, 2009, the pre-development loan was paid
in full.

Constreetion Loan

The Partnership entered into a construction loan agreement with Bank of America on December 27,
2007. The maximum loan amount that can be drawn is $2,891,616. Interest on the loan is based on a
30 day LIBOR, floating. At December 31, 2009, the interest ratc was 2.63%. The Partnership is to
make monthly payments of inferest only and the loan matures on December 27, 2009. The loan is
primarily collateralized by a mortgage on real property and a securily agreement. On September 24,
2010, the construction loan was converted to a permanent loan.

Permancnt Loan

Permanent financing has been obtaired through Bank of America of Charlotte, North Carolina in the
amount of $767,000. Interest is compounded at an annual rate of 7.01%. The payment amount is set
at principal and interest payments of §5,108.02 monthly and remain the same uatil the entire unpaid
principal is paid in full. The permanent loan is collateralized primarily by the Partnership's real estate
and improvements thereon. The permanent loan shall have a term of 18 years with an amortization of
30 years and matures on September 24, 2028, at which time the unpaid principal will continuc to bear
interest at the default rate until the remaining principal is paid in full. As of December 31, 2010, the
balance due on the loan was $765.741.
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Aggregate maturities of long-term debt for the next five vears and thereafier are as follows:

Year Ending

December 31, Amount
10 S 44,945
2011 R 48,328
2012 5 51.965
2013 ) 55.876
2014 S 60,081
Thereafter S 3,028,401

NOTE 10 - RETIREMENT SYSTEM The Housing Authority participates in the Housing Rencwal
and Local Agency Retirement Plan. which is a defined contribution plan. The plan consists of
employees of various local and regional housing authoritics, urban rencwal agencics, and other similar
organizations. Through this plan, the Housing Authority provides pension benefits for all of its full-
time employees. All full-time employees are eligible to participate in the plan after completing one
year of employment.

Under a defined contribution plan, benefits depend solely on amounts contributed 1o the plan plus
investment earnings. Each participant in the plan 1s requircd to make a monthly contribution cqual to
6% of his effective compensation, and may make additional contributions. The employer is required to
make monthly contributions equal to 8% of each participant’s effective compensation.

The Housing Authority's contribution for each cmployee and income allocated to the employee’s
account is fully vested after five years of continuous service. The Housing Authority’s contributions
and interest forfeited by employees who Icave cmployment before five years of service are used to
offset future contributions of the Housing Authority.

The Housing Authority has the right to establish or amend retirement plan provisions. The Housing
Authority’s Joinder Agreement with the Housing Renewal and Local Agency Retirement Plan may be
amended or modified by Board Resolution. Amendment of the Joinder Agreement is limited to
provisions affecting plan specifications.

The Housing Authority made the required contributions of $11,522 for the year ended September 30,
2010, of which $6,761 was paid by the Housing Authority and $4,761 was paid by employees. No
payments were made out of the forfeiture account.
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NOTE 11 - COMMITMENTS AND CONTINGENCIES

Commitments
On October t, 2009, the Authority entered into an Employment Agreement with the Executive
Director. The agreement is for five years, unless terminated carlier by cither party.

The contract can be terminated with cause, for non performance of the duties on the part of the
Executive Director, or other good and valid cause which has proven detricuental effect to the operation
of the Authority., Due process is required to terminate with cause. The process is outlined In the
Agreement.

[f the Executive Director is terminated without cause, the Director is entitled to receive the remainder
of his compensation for the current contract year and the base compensation for one additional year.

In addition, the Executive Dirvector is entitled to all carned annual leave at the time of separation,
regardiess of the reason for the separation.

Litigation 'The Housing Authority is not presently involved in litigation.

Grant_Disallowances The Housing Authority participates in a number of tederally assisted grant
programs. The programs are subject o compliance audits under the single audit approach. Such audits
could Jead to requests for reimbursement by the grantor agency for expenditures disallowed under
terms of the grants. Housing Authority management believes that the amount of disallowance, il any,
which may arise from future audits will not be material.

Construction Projects There are certain renovation or construction projects in progress at September
30, 2010. Thesc include modernizing rental units. These projects are being funded by HUD. Funds
are requested periodically as the cost is incurred.

Risk Management The Housing Authority 1s exposed to various risks of loss related to torts; theft of,
damage to and destruction of assets; errors and omissions; and natural disasters for which the Housing
Authority camries commercial insurance.

The Housing Authority transfers risk of loss by participating in a public entity risk pool and
contracting with a commercial insurance carrier {or all major categories of exposed risk.

This includes coverage of property, gencral liability, public liability, and worker’s compensation. The
risk pool and insurance contracted are obligated to meet settlements up to the maximum coverage, after
the PHAs premiums and deductions are met.

Louisiana State law prohibits onc governmental cntity asscssing another entity. If the Louisiana
Housing Council Group Self Insured Fund (LHC) risk pool is unable to meet its obligations, the risk to

the Housing Authority is only that it s own claim would be unpaid.

Coverage has not significantly changed from the previous year and settlements for each of the past
three years have not exceeded insurance coverage.
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NOTES TO THE BASIC FINANCIAL STATEMENTS
SEPTEMBER 30, 2010

Guaranty The Housing Authority has entered into a Guaranty Agrecment {the “Guaranty™) with
respect to Ashley Place Limited Partnership in favor of First Guaranty Bank, and with respecet to
Ashley Place Developmeni IT Limited Parnership. and Ashley Place Development 1T Limited
Partnership in favor of Bank of Amcrica, N.A.  Under the terms of each Guaranty, the Housing
Authority unconditionally guarantees the due payment, pertormance, and fulfillment to Ashley Place [,
I, and Il their limited partners, and specified aftiliates of the limited partners, certain guaranteed
obligations of Denbam Springs Community Corporaton.  Such obligations shall be payment and
performance of each and every guaranteed obligation of the Denham Springs Community Corporation
and/or Denham Springs Conununity GP, LLC arising under the Amended and Restated Agreement of
Limited Partnership and under the General Partner Closing Certificate of each partnership.  Each
Guaranty includes all of the assets of the Housing Authority now owned or hereafter required, except
for (1) the property of the Hoeusing Authority located at 600 Eugenc Street, Denham Springs,
Louisiana, {ii) the property and funds controlled by the Consolidated Annual Contributions Contract,
including amendments, (the *ACC™), and (iit) the funds received by the Housing Authority as proceeds
dircetly pursuant to the ACC. Each Guaranty will remain in force until all of the guaranteed
obligations of the Denham Springs Community Corporation and/or Denham Springs Community GP,
[.LLC have expired or been fully performed in accordance with each partnership’s Amended and
Restated Agreement of Limited Partnership.

NOTE 12 - ECONOMIC DEPENDENCE The Department of Housing and Urban Development
provided $1,447 438 1o the Housing Authority, which represents approximately 82% of the Housing
Authority’s total revenue and capital contributions for the year.

NOTE 13 - CAPITAL CONTRIBUTION $145534 of federal grants composed capital
contributions to the General Fund. $3,327,165 of limiled partner contributions were made to
Component Units.  $1,295287 and 52,031,878 were contributed to Ashley Place II and II],
respectively,

NOTE 14 — NET ASSETS — RESTRICTED $258,296 of general net assets are restricted for the
Housing Choice Voucher Fund. In addition, $382,420 are restricted for amounts required by the
operating and replacement reserves of the Denham Springs Community Corporation, required as the
general partner, This Corporation is part of the General Fund.
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Report on Internal Control Over Financial Reporting and on Compliance and
Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Govermment Auditing Standards

To 1he Housing Authority of Denham Springs
1>enham Springs, Louisiana

We have audited the basic financial statements of the Housing Authority of the City of Denham
Springs. louisiana. as of and for the year ended September 30, 2010 and have issued our report
thereon dated June 20. 2011, 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, 1ssued by the Comptroller General of the United States.

Imternal Conurol OQver Financial Reporting

In planning and performing our audit, we considered the Housing Authority of the City of Denham
Springs, Louisiana’s internal conirol over financial reporting as a basis for designing our auditing
procedures for the purpose of expressing our opinion on the financial statements, butl not for the
purpose of expressing an opinion on the effectiveness of the Housing Authority of the City of Denham
Springs, Lowisiana’s internal control over financial reporting. Accordingly, we do not express an
opinion on the effectiveness of the Housing Authority of the City of Denham Springs, Louisiana’s
internal control over financial reporting.

Our consideration of internal control over financial reporting was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control over
financial reporting that might be significant deficiencies or material weaknesses and therefore, there
can be no assurance that all deficiencies, significant deficiencies, or material weaknesses have been
identified. However, as described in the accompanying Schedule of Findings and Questionad Costs,
we identified certain deficiencies in internal control over financial reporting that we consider to be
material wealknesses, and another deficiency that we consider to be a significant deficiency.

A deficiency in inlernal 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 &
timely basis. We consider the deficiencies described in the accompanying Schedule of Findings and
Questioned Costs as Audit Findings 10-01, 10-02, and 10-03 to be material weaknesses.
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A signmificant deficiency is a deficiency or a combination of deficiencies in internal control that is less
severe than a material weakness, yet important enough to mcrit attention by those charged with
governance. We consider the deficiency desenibed in the accompanying Schedule of Findings and
Questioned Costs as Audit Finding 10-04 to be a significant deficicncy.

As part of obtaining reasonable assurance about whether the Housing Authority of the City of Denham
Springs, louisiana’s financial statements are {ree of materiul misstatement. we performed tests of its
compliance with certain provisions of laws, repulalions, contracts, and grant agrcements,
noncompliance with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an apinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not ¢xpress such an opinion. The results of our tests
disclosed instances of noncompliance or other matters that are required to be reported under
Govermuent Auditing Standurds and which are deseribed in the accompanying Schedule of Findings
and Questioned Costs as Audit Findings [0-01. [0-02, and 10-03.

We noted certain matters that we reported to management of the Housing Authonity of the City of
Denharr Springs in a separate letter dated June 20, 201 1.

This report is intended solely for the information and use of management, the Board of
Commussioners, and federal awarding agencies and pass-through cntities and is not intended to be and
should not be used by anyone other than these specified partics.

Mike Estes, P.C.
Fort Worth, Texas
June 20, 2011
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Report on Compliance with Reguirements Applicable 1o Each
Major Program and Internal Contro! Over Compliance in
Accordance with OMB Circular A-133

Housing Authority of Denham Springs
Denham Springs, Louisiana

Compliance

We have audited the Housing Authority of the City of Denham Springs, Louisiana compliance with the
types of compliance requirements described in the OMB Circular A-133 Compliance Supplement that
could have a direct and material effect on each of the Housing Authority of the City of Denham
Springs, Louisiana’s major federal programs for the year ended September 30, 2010. The Housing
Authority of the City of Denham Springs, Louisiana’s major federal programs are identified in the
sumrary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts, and grants applicable to each of its
major tederal programs is the responsibility of the Housing Authority of the City of Denham Springs,
Louisiana’s management. Our responsibility is to express an opinion on the Housing Authority of the
City of Denham Springs, ].ouisiana’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generaily 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,
Audity of States, Local Governments, and Non-Profit Organizations. Those standards and OMB
Circular A-133 require that we plan and perform the audit to obtain reasonable 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 Denham Springs, Louisiana’s compliance
with those requirements and performing such other procedures as we considered necessary in the
circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does
not provide a legal determination of the Housing Authority of the City of Denham Springs, Louisiana’s
compliance with those requirements.

As described in Audit Findings 10-01, 10-02, and 10-03 in the accompanying Schedule of Findings
and Questioned Costs, the Housing Authority of the City of Denham Springs, Louisiana did not
comply with requirements regarding Reporting (Findings 10-01, 10-02, and 10-03), and Special Tests
and Provisions (Findings 10-02 and 10-03) that are applicable to its Section Eight programs.
Compliance with such requirements is necessary, in our opinion, for the Housing Authority of the City
of Denhamn Springs to comply with the requirements applicable to those programs.
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[n our opinion, except tor the noncompliance described in the preceding paragraph, the Housing
Authority of the City of Denham Springs. Louisiana complied, in all material respects, with the
compliance requirements referred to above that could have a direct and material eftect on each of its
major federal programs tor the year ended September 30, 2010,

Internal Control Over Compliance

Management of the Housing Authority of the City of Denham Springs, Louisiana is responsible for
establishing and maintaining cffective internal contrel over compliance with the requircments of laws,
regulations, contracts. and grants applicable to federal programs. In planning and performing our
audit, we considered the Housing Authority of the City of Denham Springs, Louisiana’s internal
control over compliance with the requirements that could have a direet and material effect on a major
federal program to determine the auditing procedures for the purpose of expressing our opinicn on
compliance 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, we do not express an opinion on the effectiveness of the
Housing Auihority of the City of Denham Springs. Loutsiana’s internal control aver compliance.

Our consideration of internal control over compliance was for the himited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in intemal control over
compliance that might be significant deficiencies or material weakoesses and therefore, there can be no
assurance that all deficiencics, significant deficiencies, or material weaknesses have been identified.
However, as discusscd below, we identified certain deficiencies in internal control over compliance
that we consider to be material weaknesses,

A deficicney in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or cmployees, in the normal course of performing their
assigned functions, to prevent, or detect and correct. noncompliance with a type of compliance
requirement of a federal program on a timely basis. A materiu]l weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
We consider the deficiencies in internal control over compliance described in the accompanying
Schedule of Findings and Questioned Costs as Findings 10-¢1, 10-02, and 10-03 to bc material
weaknesses.

The Housing Authority of the City of Denham Springs, Louisiana’s responses 1o the finding
indentified in our audit arc described in the accompanying schedule of findings and questioned costs.
We did not audit the Housing Authority of the City of Denham Springs, Louisiana’s responses and.
accordingly, we express no opinion ¢n the responses.

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

Mike Estes, P.C.

Fort Worth, Texas
June 20, 2011
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED SEPTEMBER 30, 2010

FEDERAL GRANTOR CDFA PROGRAM
PROGRAM TITLE NO. EXPENDITURES

2. S. Department of Housing and Urban Development
Direct Programs:

Low-Income Housing Operating Subsidy 14.850a 3 109,403
Capital Fund Cluster
Capitat Fund Propram 14.872 . 90,74
American Recovery and Reinvescment Act 14.885 86,032
Total Capiral Fund Cluster 176,773
Housing Choice Voucher 14,871 979.160
Katrina Disaster Housing
Assistance Payments 97.109 855
Housing Assistance Payments (IKE) 14.IKE 181.241
Total United States Departinent
of Housing and Urban Development $ 1,447,438
Total Expenditures of Federal Awards : S 1,447,438
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HOUSING AUTHORITY OF DENHAM SPRINGS
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

YEAR ENDED SEPTEMBER 30, 2010

NOTE 1 - GENERAL The accompanying Schedule of Expenditures of Federal Awards presents the
activity of all federal awards programs of the Housing Authority of Denham Springs, Louistana (the
“*Housing Authorily”). The Housing Authorily reporting entity is defined in note 1{A} to the Housing
Authority’s basic financial statements. Federal awards received directly from federal agencies, as well
as {ederal awards passed through other government agencies, are included on the schedule.

NOTE 2 — BASIS OF ACCOQUNTING The accompanying Schedule ot Fxpenditures of Federal
Awards is presenited using the accrual basis of accounting, which is described in Note 1(C) o the
Housing Authority’s basic financial statements.

NOTE 3 - RELATIONSHIP TO BASIC FINANCIAL STATEMENTS Federal swards revenues
are reported In Lhe Housing Authorily’s basic {inancial statements as follows:

Federal Sources

Operating grants 8 1,301,904
Capital contributions 145,534
Total $ 1,447,438

NOTE 4 — RELATIONSHIP TO FEDERAL FINANCIAL REPORTS Amounts reported in the
accompanying schedule agree with the amounts reported in the related federal financial reports except
for changes made to reflect amounts in accordance with generally aceepted uccounting principles.
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OT FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010

Section 1 — Summary of the Auditor’s Resalts

Financial Statement Audit

1. The type of audit report issued was qualified.

1,  Thoere was one significant deficiency required 1o be disclosed by Government Auditing Standards
issued by the Comptroller General of the United States. '

iii.  There were three instances of noncompliance considered material, as defined by the Govermment
Audditing Srandards 1o the financial statements.

Audit of Federal Awards

iv. There were three material weaknesses required to be disclosed by OMB Circular No. A-133.
v.  The type of report the audilor issued on compliance for major programs was qualified.

vi. The audit disclosed three audit findings which the audifor is required to report under OMB
Circular No, A-133, Section .510(a).

vii. The major federal programs are:

CFDA¥ 14.871 Section 8 Housing Choice Voucher
CFDA# 14.JKE Disaster Voucher Assistance Payments (IKE)
CFDA# 97.109 Disaster Housing Assistance Payments (Katrina)

viii. The dollar threshold used to distinguish between Type A and Type B programs as described in
OMB Circular No. A-133, Section .5320(b) was $300,000.

ix. The auditee did not qualify as a low-risk auditee under OMB Circular No. A-133, Section .530.

35



HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010

Section I — Findings related to the financial statcments which _are required to be reported in

accordance with Governmental Auditing Standards generally accepted in the United
States of America:

All Programs

1001 - Lack of Adequate Control Check of Financial Statements

Statement of Condition

Material audit adjustments were nceessary that were not brought to our attention by management. Jt
appears adequate information was not timely supplied to the fee accountant (scc 10-02}. In addition,
the PHA did not perform a supervisory review, to an adequate extenl, to detect the material
misstatements, hetore the unaudited statements were released.

This is considered a material weakness in firancial reporting.
Crteria

The July 2007 Revision {and earlier versions) of Government Auditing Standards state that generally
accepted povernment auditing standards incorporate AICPA auditing standards.

Under Statement on Auditing Standards (SAS) #115, effective for years ended 12/31/09 and after,
fprior to this, SAS #112 was in effcct with similar language), material audit adjustments are evidence
of a weakness in the internal control over reporting, which are usually deemcd to be at least a
significant deficiency, if not 2 material weakness.

In addition, the Government Accountability Otfice (GAO) adopted the SAS #112 internal control
terminology in January 2007, and later adopted SAS #115 terminology. In June 2007, the OMB
revised Circular A-133 to adopt SAS #112 intenal control terminology, and later adopted SAS #115
terminology.

Effect

The Section Eight total assets, total equity, total income, and total expenses werc materially misstated.

Causc

The keeping of accounting records and information maintained at the PHA office, including the HAP
Register, as noted in Finding [0-02, needs to improve. In addition, the accountant, who is experienced
and conscientious, made accounting errors. Accounting for this Authority’s Emergency Section Eight
Programs, Development Corporation and Component units is complex. Management cannot be faulted
for all of the crrors.



HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010
Section Il — Findings related to the financial statements which are required to be reported in

accordance with Governmental Auditing Standards generally accepted in the United
States of America:

Questioned Cost

None

Recommendation

The errors have been discussed with the Executive Director and the accountant. The supervisory
review procedures should be reviewed, and revised if necessary. Also, see the recommendation in
Finding 10-02.

10 ~ 01 — Corrective Action Plan-Response

| am Fred Banks, Executive Director and Designated Person to answer this finding. We believe we
have an excelient fee accountant. But, we have discussed the situation with them. They assure us they
will perform an adequate review in the future. Regarding the keeping of better in-house records and
information, we belicve we have already improved since year end, as we discusscd with the auditor.
However, we will strive to improve maore.

All Section Eight Programs

10 — 02 — Deficiencies Noted in Accounting for HAP and Related Payments

Statement of Condition

The Authority's Housing Assistance Payments (HAP) Register was not maintained in a manner to
provide the information required by tederal regulations. We had to resort to the most elemental level,
the use of check stubs and microfiche of cancelled checks, to test much of the information normally
supplied by the HAP Register. Port-ins, port-outs, and admin fees were difficult to recalculate, In
addition, the Authority did not maintain a separate HAP Register for DHAP-IKE, which made
accounting for the disaster program difficult.

Criteria

A Section Eight Housing Assistance Payments (HAP) Register is required to be maintained in
accordance with 24 CFR Section 982.158, 982 subpart K, and by Notice PIH 2008-39 Scction [u].

Effect

Issucs noted inciuded, but were not limited, to the following;:
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010

Section Il — Findines related to the financial statements which are required to he reported in

bo

)

accordance with Governmental Auditing Standards cenerally accepted in the United
States of America;

Port-out fees and admivistrative fees were not determinable from a review of the HAP
Register, as required. Every check stub had to be reviewed to recaleulate this.

Port-ins reimbursement fees were not detenminable from a review of the HAP Register, as
required. The port in reimbursements detail had to be reviewed to determine this. Betore
audit adjustment, the port in HAP reimbursement was netted with HAP payments.

Port-ins admin lees were not determinable from a review of the HAP Register or Accounts
Reeeivable, as required. In many instances, the PHA reimbursing the Denham Springs
Authority for port-ins did not list an admin fee separately from the amount paid.

The Authonty did not appear to keep up with the accounts receivable and payable balances
with the other PHASs, on any monthly or other period basis, as required. It is not possibie
to verify the accuracy of this information, on a periodic basis, without an adequately
maintained HAP Register.

The number of unit months leased (UML) is not determinable from the FMAP Register.
This ts required for a number of reasons, including to verify the monthly VMS reports. To
review the UML, every check voucher had to be reviewed and counted from February
through September 2010. A report for October 2009 through January 2010 listed out the
check number and amount, along with the number of vouchers paid with each check. We
reviewed this on a samplc basis.

A HAP Register did not list the landlord, as required. To determine the landlord in our
tests, apart from the tenant file, we traced to the bank’s copy of the cancelled check.

The HAP Register did not list all monthly participants, us required. The tenant-voucher
holders, in most cases, were listed on the check stub. Types of vouchers for Housing
Choice Voucher (HCV), HAP, DHAP-HVC, and Port-Outs were listed reasonably on the
first four months' registers, along with the number of vouchers paid on the same check
voucher. For the remaining four months, it was unclear, and much additional work was
required.

Security deposit payments were originally counted as HAP expenses. Attempts to recoup
the security deposits paid to the landlord or the participant on the disaster program were
not adequately documented.
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010
Scetion IT — Findings related to the financial statements which are required to be reported in

accordance with Governmental Auditing Standards generally accepied in the United
States of America:

Cause

The Section Eight program is handted by only two cmployees, neither of which can devote all of their
time to Scction Eight. Both the long-time Executive Dircctor and the Scetion Eight assistant are
conscientious, and attend {raining. But traiming needs to be attended especially for the Section Eight
requirements. The quality control documentation was not adequate, which contrbuted to the
deficicncy.

Queshioned Cost

Naone

Reccommendation

The HAP Register needs to be revised, and include the following information: voucher number/tenant
name and contact information, landlord. monthly amount, date, check number paid, excess utility, type
of voucher, such as HCV or DHAP-HCV, and record of possible reimbursable fees paid, such as
security deposits,

A separate HAP Register should be maintained for DHAP-IKE, with similar information.

We also rccommend that separate registers be kept for port-ins and port-outs, clearly listing the same
information noted above and in addition: the record of payments disbursed, an accumulative accrual
balance, admin fees owed and received, and a clear segregation between amounts earned and amounts
owed.

The Authonity should consider, in our opinion, hiring a qualified individual, expcrienced [preferably]
with Section Eight. More man hours need to be devoted to Section Eight. At least two individuals
need to know how to.maintain the HAP Register and other functions, noted above. One person needs
to perform quality control checks on a heavy basis, and document those checks. Section Eight
requirements are too complicated to expect one person in-house to figure everything out, without
regular assistance. In addition, to comply with auditing standards, quality control must be performed
and documented, by a person with the demonstrated knowledge to do the checks.
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010
Section Il — Findings related to the financial statements which are required to be reported in

accordance with Governmental Auditing Standards generally accepted in the United
Statcs of America:

10-02-Corrective Action Plan-Responsc

I will discuss the above matter with the Board of Commissioners at our next board meeting. | pointed
out o the auditor that we arc now preparing a software report that contains much of the information
included in 2a HAP Register. However, 1 realize we need to further improve our record keeping, as the
auditor suggests.

All Section Eight Proprams

10-03 - Issues Noted with Tenant Files, 10995

Statement of Condiiion

1. We revicwed thirteen Housing Choice Voucher files. Six were current year move-ins. The
required rent reasonableness comparisons were not performed. Or, if they were, there was no
documentation in the file,

2. We reviewed eight DHAP-IKE files. In four of the eight, there was no cxecuted, signed
Lease Agreement of Trailer and Property. In six of the eight, the Disaster HAP-IKE Family
Obligations Certificate was not signed by a PHA representative. In all eight, there was no
rent reasonableness comparison. In six of the cight, there was not a move-in ingpection
prepared and sipned by a PHA representative. In addifion, there was no documentation of
quality control checks in any file.

3. According to both employees who work with Section Eight, 1099s were issucd to landlords.
The 1099s were available to us. However, the Authority did not keep a copy of the 1096
transmittal that was sent to the IRS. Without that, we are unable to determine that all 1099s
that were generated by the software were issued to fandlords, and transmitted to the IRS.

Criteria

Tenant files arc required to contain the information required by federal regulations. The 1096
transmittal is required to be kept by the issuer to help prove that the required 1099s were issucd.
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010
Section II — Findings related to the financial statements which are required to be reported in

accordance with Governmental Auditing Standards generally accepted in the United
Stuates of America:

Effect

Federal regulations were not followed in the above instances.

Cause

In part, the reason is that a Section Eight program of this magnitude, considering the disaster
assistance, should have had more man hours devoted to 11

Questioned Cost

None.

Recommendation

As noted in 10-02, above, the Authority should strongly consider hiring an additional experienced
Section Eight person. More Section Eighi training should be attended. Quality control checks need to

be made on a heavy basis by a qualified person.

10-03-Corrective Action Plan-Response

We will comply with the auditor's recommendation.
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HOUSING AUTHORITY OF DENHAM SPRINGS
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

YEAR ENDED SEPTEMBER 30, 2010

Scction 111 -Findings and guestioned costs for federal awards which arc required to be reported
under OMB Circular No. A-133 Section 510 (a):

The Audit Findings shown in Part [T also apply here.
Findings 10-01 - Reporting

Findings 10-02 and 10-03 - Reporting, Special Tests and Provisions
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HOUSING AUTHORITY OF DENHAM SPRINGS
SUMMARY SCHEDULE OF OTHER FINDINGS

YEAR ENDED SEPTEMBER 30, 2010

Low Rent Program - Non Major

Finding 10-04 - Quality Control Not Documented

Statement of Condition

We reviewed six Low Rent tenant files. We found no exceptions. The filcs appear to be well
maintained. However, there was not documentation of a quality control review.

Criteria

Statement-on Auditing Standard (SAS) #1135, deems it to be a significant deficiency, as defined by the
Standard. when there are no documented, repeesentative, quality control checks on the calculation of
tenant rent or the related compliance issues.

Eftect

The risk of material noncompliance or misstatement was not reduced to the level required by SAS
#115.

Cause

Unknown.

Rccommendation

Quality control checks need to be performed and documented. However, the checks do not have to be
as extensive as reccommended for Section Eight, because the Low Rent Program is presently not as

complicated, and the Low Rent assistant i{s very experienced.

10-04 - Corrective Actior. Plan-Response

We will do as the auditor sugpests.
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HOUSING AUTHORITY OF DENHAM SPRINGS
SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

YEAR ENDED SEPTEMBER 30, 2010

The following prior audit findings were required to be reported under OMB Circular No. A-133,
Scction 510(a) (for the major program) for the prior ycar:

Section Eight Program

09-01 — Lack of Adequate Control Check of Financial Stalements

Condihon
Material audit adjustments were necessary that were not brought to our attention by management. The
PHA did not perform a supervisory review sufficient to detect these matenal adjustments before the

unaudited statements were released.

Recommendation

We recommended that the supervisory process be improved.
Current Status

This finding is repeated in the current audit.

44



HOUSING ALTHORITY OF DENHAM SPRINGS
SCHEDULE OF MANAGEMENT LETTER ITEMS

YEAR ENDED SEPTEMBER 30, 2010

To Management and the Board of Commissioners:

The audited financial statements were not submitied to the Louisiana Legislative Auditor until late
June 2011.

The Legislative Auditor approved an extension request through June 30, 2010, subject to confirmation
by the Legislative Advisary Council.

But, Louisiana Revised Statuics 24:513 and 24:514 require attesiation rcports preparcd by a CPA be
submitted to the Louisiana Legislative Auditor no fater than six months after fiscal year end. For the
Authority, this is no later than March 31,

We realize that the Authority audit report cannot be completed until the three audited financial
statements for the compaonent units, Ashley Place 1, H, and 11T are reccived. The Authority uses
another auditor to perform those three audits.

We also realize that once those three reports are received, time is required to A) combine the
information into onc reporting component unit and prepare the disclosures, and B) to prepare the
accounting for the general partner, Denham Springs Community Corporation, which is part of the
Authority’s General Fund.

The Authority did not receive the final drafl of the audited firancial statements for Ashley Place [I[
until late May 201 1.

The Authority should obtain assurance from the auditors of the component units that they will make
every effort to have final drafts of the audits for the year ended September 30, 2011 to you no later
than February 28, 2012, We realize for the year ended September 30, 2010, events may have been
beyond their control.

Correction Action Plan — Response

1 am Fred Banks, Executive Director and Designated Person to address this Manapgement Letter
Comment. I will try to obtain this assurance from the auditors of the component units. We will
endeavor to mect the March 31, 2012 and all future state filing deadlines.




SUPPLEMENTARY INFORMATION
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FIQUSING AUTHORITY OF DENHAM SPRINGS
STATEMENT OF AND CERTIFICATION OF ACTUAL MODERNIZATION COSTS
ANNUAL CONTRIBUTION CONTRACT

Funds approved

Funds expended
Excess of funds approved

Junds advanced

Funds expended

Excess of funds advanced

YEAR ENDED SEPTEMBER 30, 2010

CASH BASIS

EXHIBIT D(1)

2009
Capital Fund 2005 2006
Recovery Girant Capital Fund Capital Fund
$ 86,032 § 70,256 $ 67.821
86,032 70,256 67,821
$ 05 0% 0
S 86,032 § 70,256 § 67,821
86,032 70,256 67,821
5 0% 0% 0

The Actual Modemnization Costs are as follows:

The distribution of costs by project as shown on the Final Statement of Modemization Costs
dated May 31. 2011, June 13, and June 12, 2011, respectively, accompanying the Actual
Modernization Costs Certificate submitied to HUD for approval is in agreement with the PHA's

records.

All modernization costs have been paid and all related liabilities have been discharged through

payment.
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HOUSING AUTHORITY OF DENHAM SPRINGS
STATEMENT OF MODERNIZATION COSTS - UNCOMPLETED

YEAR ENDED SEPTEMBER 30, 2010

EXHIBIT D(2)

CASH BASIS
2007 2008 2009
Capital Fund  Capital Fund ~ Capital Fund
Funds approved $ 09423 § 67,967 $ 67,613
Funds expended 61,975 17,765 11,000
Excess ol funds approved S 7.448 S 50,202 § 56,613
Funds advanced 5 21,300 § 20,100 $ 42,613
Funds expended 61,975 17,765 11,000
Excess (deficiency) of funds advanced $ (40,473) § 2335 % 31,613
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