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William Daniel McCaskill, CPA

A Professional Accounting Corporation
415 Magnolia Lane
Mandeville, Louisiana 70471

Telephone 866-829-0993 Member of
Fax 225-664-4873 Louisiana Society of CPA’s
E-mail danny@highperformer.net American Institute of CPA’s

INDEPENDENT AUDITOR’S REPORT

Board of Commissioners
Housing Authority of the Town of Arcadia
Arcadia, Louisiana

| have audited the accompanying basic financial statements of the Housing Authority of
the Town of Arcadia (the authority) as of and for the year ended June 30, 2009, as listed
in the table of contents. These basic financial statements are the responsibility of the
authority’s management. My responsibility is to express an opinion on these basic
financial statements based on my audit.

| conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States. Those standards require that | plan and perform the audit to obtain reasonable
assttrance about whether the basic financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures in the basic financial statements. An audit also includes
assessing the accounting principles used and the significant estimates made by
management, as well as evaluating the overall financial statement presentation, |
believe that my audit provides a reasonable basis for my opinion.

in my opinion, the basic financial statements referred to above present fairly in all
material respects, the financial position of the Housing Authority of the Town of Arcadia
as of June 30, 2009, 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.
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In accordance with Government Auditing Standards, | have also issued my report dated
November 12, 2009 on my consideration of the authority’s internal control over financial
reporting and on my tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of interhal control over financial reporting and
compliance and the results of that testing, and not to provide an opinion on the internal
control over financial reporting or on compliance. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of my audit.

The management's discussion and analysis listed in the table of contents, is not a
required part of the basic financial statements but is supplemental information required
by accounting principles generally accepted in the United States of America. | have
applied cerain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required
supplementary information. However, | did not audit the information and express no
opinion on it.

My audit was conducted for the purpose of forming opinions on the financial statements
which collectively comprise the authority's basic financial statements. The financial data
schedule and other supplementary information schedules listed in the table of contents
are presented for the purpose of additional analysis and are not a required part of the
basic financial statements of the authority. Such supplementary information has been
subjected to the auditing procedures applied in the audit of the basic financial
statements, and in my opinion, is fairly stated in all material respects in relation to the
basic financial statements taken as a whole.

William Daniel McCaskill

William Daniel McCaskill, CPA
A Professional Accounting Corporation

November 12, 2009
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Housing Authority of Arcadia, LA

Management’s Discussion and Analysis (MD&A)
June 30, 2009

The management of Public Housing Authority of Arcadia, Louwisiana presents the following
discussion and analysls (MD&A) of the Housing Authority’s financial activities for the fiscal
year ending June 30, 2009. 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

. The primary scurce of funding for these activities continues fo be subsidies and grants from
the Department of Housing and Urban Development (HUD), whereas tenant rentals provide
a secondary but also significant source of funding.

. The Housing Authority's assets exceeded its liabilities by $1,035,436 at the close of the
fiscal year ended 2009.

¥ Of this amount $776,787 represents a restriction equal to the net amount invested in
land, building, fumishings, leasehold improvements, equipment, and construction in
progress.

¥ The remainder of $258,649 of unrestricted assets could be used to meet the Housing
Authority's ongoing obligations to citizens and creditors. As a measure of financial
strength, this amount equals 54% of the total operating expenses of $847,424 for the
fiscal year 2008, which means the Authority might be able to operate about 6 months
using the unrestricted assets alone, which compares less favorably with 7 months in
the prior fiscal year.

. The Housing Authority’s total net assets decreased by $347.933, a 25% change from the
prior fiscal year 2008. This decrease is attributable to significant increases in Federal grants
for both operations and capital improvements, described in more detail below.

. The decrease in net assets of these funds was accompanied by an increase in unrestricted
cash by $569 from fiscal year 2008.
. The Authority spent $10,891 on capital asset additions and $6,896 on construction in

progress during the current fiscal year.

. These changes led to a decrease in total assets by $376,984 and a decrease in total
liabilities by $29,051. As related measure of financial health, there are still over $3 of
current assets covering each dollar of total current and long-lerm liabilities, which compares
favarably with $3 covering the prior fiscal year's liabililies.

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



Housing Authority of Arcadia, LA

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

OVERVIEW OF THE FINANCIAL 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 components: (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-
terrn view of the Housing Authority's finances. This report also containg other supplemental information

in addition to the basic financial statements themselves demonstrating how projects funded by HUD
have been completed, and whether there are inadequacies in the Authority's internal controls.

Repeorting on the Housing Authority as a Whole

One of the most important questions asked about the Authority’s finances is, "ls the Housing Authority as
a whole better off, or worse off, as a result of the achievements of fiscal year 2009?" The Statement of
Net Assets and the Statement of Ravenues, Expenses, and Changes in Net Assets report informatian
about the Housing Authority as a whole and about its activities in a way that helps answer this question.
These statements include all assets and liabilities using the accrual basis of accounting, which is similar
to the accounting used by mast 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

The Housing Authority accounts for all financial activity in a single enterprise fund. A fund is a grouping
of related accounts that is used to maintain control over resources that have been segregated for specific
aclivities or objectives. The Housing Authority, like other enterprises operated by state and local
governments, uses fund accounting to ensure and demonstrate compliance with finance-related legal
requirements.

The Housing Authority's financial statements report its net assels and changes in them. One can think of
the Housing Authority’s net assels - the difference between assels 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 Authority'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 Public Housing
Public Housing Capital Fund Program



Housing Authority of Arcadia, LA

Management’s Discussion and Analysis {MD&A)
June 30, 2009

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 parts of this report.

FINANCIAL ANALYSIS

The Housing Authority’s net assets were $1,035,436 as of June 30, 2009. Of this amount, $776,787 was
invesled in capital assets, and the remaining $258,649 was unresiricted. No other specific Assets are
restricted. Also, there are no other restrictions on general Net Assets.

CONDENSED FINANCIAL STATEMENTS

Condensed Balance Sheet
(Excluding Interfund Transfers)
As of June 30, 2009

2009 2008
ASSETS
Current assels $ 373,748 $ 401,591
Capital assets, net of depreciation 776,787 1,125,928
Total assets 1,150,535 1,527,519
LIABILITIES
Current liabilities 108,650 138,307
Non-current liabilities 8,449 5,843
Total liabilities 115,099 144,150
NET ASSETS
Invested in capiial assets, net of depreciation 776,787 1,125,928
Unrestricted net assets 258,649 257,441
Total net assets 1,035,436 1,383,369
Total liabilities and net assets 1,150,535 1,527,519




Housing Authority of Arcadia, LA

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

CONDENSED FINANCIAL STATEMENTS {Continued)

The net assets of these funds decreased by $347,933, or by 25%, from those of fiscal year 2008, 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

(Excluding Interfund Transfers)
Fiscal Year Ended June 30,

OPERATING REVENUES
Tenant rental revenue
Federal Grantis for operations
Other tenant revenue

Total operating revenues

OPERATING EXPENSES
Depreciation
Maintenance and repairs
Administration
General
Utilities
Tenant services
Protective services

Total operating expenses
(Losses) from operations

NON-OPERATING REVENUES
Other non-tenant revenue
Interest income

Total Non-Operating Revenues

NON-OPERATING EXPENSES

{Losses) after non-operating revenues

OTHER CHANGES IN NET ASSETS
Federal grants for capital expenditures

NET (DECREASES) IN NET ASSETS

NET ASSETS, end of fiscal year

003 2008
154,859 $ 145,012
319,570 253,127

- 73

474,429 398,212
366,928 407,463
191,530 159,529
177,274 175,871
84,423 65,865
16,222 15,679
8,727 33,641
2,320 5,054
847,424 863,502
(372,995) (465,290)
16,027 2,996
3,925 14,781
19,952 17,777
(353,043) (447,513)
5,110 74,743
(347,933) (372,770)
1,035,436 1,383,369




Housing Authority of Arcadia, LA

Management’s Discussion and Analysis (MD&A)
June 30, 2009

EXPLANATIONS OF FINANCIAL ANALYSIS

Compared with the prior fiscal year, total operating and non-operating revenues decreased $46,828, or
by 10%, from a combination of larger offsetting factors. Reasons for most of this change are listed befow
in order of impact frem greatest to least:

Federal Capital Funds from HUD decreased by $69,633, or by 93% from that of the prior fiscal
year. The Housing Authority was still in the process of completing projects funded from grants
by HUD for fiscal years 2005 through 2009, and submitted a new grant during fiscal year 2010.
Total other non-operating revenue increased by $13,031 from that of the prior fiscal year. The
revenue increased because the authority received dividend money on Workman's Compensation
and General Liability.

Total tenant revenue increased from that of the prior fiscal year, due to these major factors:
Tenant rental revenues increased by $9,847, or by 7%, and because the amount of rent each
tenant pays is basad on a sliding scale of their personal income. Some tenants’ personal
incomes increased, so rent revenue from these tenants increased accordingly, raising the overall
total.

Interest income and Tenant revenues totaling $158,783, did not change significantly from the
prior to the current year.

Compared with the prior fiscal year, total operating and non-operating expenses increased $57,603, or
by 7%, but this also was made up of a combination of offsetting factors. Again, reasons for most of this
change are listed below in order of impact from greatest to least:

General and administrative expenses increased by $19,960, or by 8% from that of the prior fiscal
year, primarily due to increases in property and casualty insurance premiums.

Maintenance and repairs increased by $30082, or by 18% from that of the prior fiscal year,
primarily due to increased contract cost.

Depreciation expense decreased by $40,535, or by 10% from that of the prior fiscal year,
because there was an increase in capital asseis by $17,787.

Tenant Services decreased by $24,914, or by 74% from that of the prior fiscal year, due fo a
combination of factors: staff salaries decreased by $16,709, or by 78%, and related employee
benefit contnbutions decreased by $6,963, or by 74%.

Protective services decreased by $2,734, or by 54% from that of the prior fiscal year, duetoa

combination of factors: staff salaries decreased by $1,200, or by 34%, and related employee
benefit contributions decreased by $1,534.

Tenant services, totaling $8,727, did not change significantly from the prior to the current year.

CAPITAL ASSET AND DEBT ADMINISTRATION

Capital Assets

10



Housing Authority of Arcadia, LA

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

At June 30, 2009, the Housing Authority had a total cost of $5,770,392 invested in a broad range of
assets and construction in progress from projects funded in 2005 through 2009, listed below. This
amoeunt, not including depreciation, represents increases of $17,787 from the prior year. More detailed
information about capital assets appears in the notes io the financial statements.

Capital Assets, Net of Accumulated Depreciation

As of June 30, 2009
2009 2008
Land 3 38,695 5 38,695
Construction in progress 73,869 68,761
Buildings 530,376 857,968
Leasehold improvements 106,967 123,044
Furniture and equipment 26,880 37,460
Total 776,787 1,125,928

As of the end of the 2009 fiscal year, the Authority is stili in the process of completing HUD grants of
$970,846 obtained during 2005 through 2008 fiscal years.

Debt

Nen-cumrent liabilities also include accrued annual vacation leave due to employees. The Housing
Authority has not incurred any mortgages or bond indentures for financing capital 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 2010 fiscal year have already been submitted to HUD for approval and no major changes
are expected.

The Capital fund pragrams are multiple year budgets and have remained relatively stable. Capital Funds
are used for the modemization of public housing properties including administrative fees invoived in the
modemization,

CONTACTING THE HOUSING AUTHORITY’S FINANCIAL MANAGEMENT

Our financial repart is designed to provide our citizens, investors, and creditors with a genaral overview
of the Housing Authority's finances, and to show the Housing Authority’s accountability for the money it
receives. If you have questions about this report, or wish to request additional financial information,
contact Patti Martin, at Public Housing Authority of Arcadia, Louisiana; P.O. Box 210; Arcadia, LA 71001,

11



Housing Authority of the Town of Arcadia
Arcadia, Louisiana
Statermnent of Net Assets
As of June 30, 2009

ASSETS
Current assels

Cash and cash equivalents

Receivables:
HUD
Tenant rents, net of allowance
Accrued interest receivable
Miscellaneous, net of allowance

Prepaid insurance

Inventory, net of allowance

Total current assets

Restricted assets
Cash and cash equivalents

Noncurrent assets
Capital assets:
Nondepreciable capital assels:
Land
Construction in progress
Total nondepreciable capital assets

Depreciable capital assets:
Buildings and improvements
Furniture and equipment
Less accumulated depreciation

Total depreciable capital assets, net of accumulated depreciation

Total capital assets, net of accumulated depreciation

Total assets

12
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312,151

3,222
684
1,705
3,188
40,942
853

362,745

11,003

38,695
73,870
112,564

5,480,308
177,619

(4,993,605)
664,222
778,787

1,150,535

(continued)



Housing Authority of the Town of Arcadia
Arcadia, Louisiana
Statement of Net Assets
As of June 30, 2009

LIABILITIES
Current Liabilities
Accounts payable
Payable to other governmeants
Accrued wages payable
Accrued compensated absences
Deferrad revenue

Total current liabilities

Liabilities Payable from Restricted Assets
Security deposit lability

Noncurrent liabilities
Accrued compensated absences

Total noncurrent liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of related debt
Restricted

Unrestricted

Total net assets

The accempanying notes are an integral part of these financial statements.
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11,647
26,804
6,738
4,926
45532

95,647

11,003

8,449

8,448

115,098

778,787

268,649

1,035,436



Exhibit B
Housing Authority of the Town of Arcadia
Arcadia, Louisiana
Statement of Revenues, Expenses, and Changes In Net Assets
For the Year ended June 30, 2009

Operating Revenues

Operating Grants 319,570
Dwelling Rental 154,859
Total operating revenues 474,428
Operating Expenses
General and administrative 261,697
Repairs and maintenance 191,530
Utilities 16,222
Tenant services 8,727
Protection services 2,320
Depreciaticn and amortization 366,928
Total operating expenses 847,424
Operating income {loss) {372,904)
Nonoperating Revenues (Expenses):
Interest revenue 3.924
Interest (expense)

Miscellaneous revenues 16,027
Total nonoperating revenues (expenses) 19,951
Income (loss) before other revenues, expenses, gains, losses and transfers (353,043)
Capital contributions (grants) 5,110
Increase (decrease} in net assets (347,933)
Net assets, beginning of year 1,383,369
Net assets, end of year 3 1,035,438

The accompanying notes are an integral part of these financial statements.
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Housing Authcrity of the Town of Arcadia
Statement of Cash Flows
For the Year ended June 30, 2009

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from federal subsidies
Receipts from tenants
Payments to suppliers
Payments to employees

Net cash provided by operating activities
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Miscellaneous revenues
Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES

Procesds from capital grants
Purchase and construction of capital assets

Net cash (used in) capital and related financing activities
CASH FLOWS FROM INVESTING ACTIVITIES
Interest received

Net cash provided by Investing activities

Netincrease (decrease) in cash and cash equivalents
Cash and cash aquivalents - beginning of year

Cash and Cash equivalents - unrestricted
Cash and Cash equivalents - restricted
Total Cash and Cash Equivalents - end of year

Raconciliation of operating Income (loss) to net cash provided by
operating activities:

Dperaling (loss)

Adjustments to reconcile operating (loss) to net cash
provided by operating activities:
Depreciation and amortization

Changes in assets and liabilities:
HUD receivable
Tenant rents, net of allowance
Prepaid insurance
Inventories
Accounts payable
Accrued wages payable
PILOT Payable

Accrued compensated absences
Other liability

Security deposit fiability

Net cash provided by operating activities

The accompanying notes are an integrat part of the financial statements
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$ 319,570
154,075
(338,014)
(142,336}

(6,705)

16,027

—_—

16,027

———————

5,110
(17,788)

(12,678)

3.924
3,924

568
322 586

312191
11,003
3 323154

——

$ {372,994)

366,928

30,847
(211)
(5,851)
2,697
318
{1,188)
(4,548)
3,974
(26,103)

{574}
5 (6,709)



HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Notes to the Financial Statements
For Fiscal Year Ended June 30, 2009

NOTE A— SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The accompanying basic financial statements of the authority have been
prepared in conformity with accounting principles generally 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.

{1) Reporting Entity

The Housing Authority of The Town of Arcadia (the authority) was chartered as
a public corporation under the laws of the State of Louisiana for the purpose of
providing safe and sanitary dwelling accommodations for the residents of the
Town of Arcadia, Louisiana. This formation was contingent upon the approval of
the city.

The authority is governed by a Board of Commissioners (Board), which is
composed of five members appointed by the city and serve five-year staggered
terms. The Board of the authority exercises all powers granted to the authority.

GASB Statement No. 14 established criteria for determining the governmental
reporting entity. Under provisions of this statement, the authority is considered a
primary government, since it is a special purpose government that has a
separately elected governing body, is legally separate, and is fiscally
independent of other state and local governments. As used in GASB 14, fiscally
independent means that the authority may, without the approval or consent of
another governmental entity, determine or modify its own budget, control
collection and disbursements of funds, maintain responsibility for funding deficits
and operating deficiencies, and issue bonded debt. The authority has no
component units, defined by GASB 14 as other legally separate organizations
for which the elected authority members are financially accountable.

16



HOUSING AUTHORITY OF THE TOWN OF ARCADIA
- Arcadia, Louisiana
Notes to the Financial Statements, 2009 — Continued

The authority is a related organization of the Town of Arcadia, Louisiana since
the city appoints a voting majority of the authority's governing board. The city is
not financially accountable for the authority as it cannot impose its will on the
authority and there is no potential for the authority to provide financial benefit to,
or impose financial burdens on, the city. Accordingly, the authority is not a
component unit of the financial reporting entity of the city.

(2) Funds

The accounts of the authority are organized and operated on the basis of funds.
A fund is an independent fiscal and accounting entity 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 lega! and contractual provisions. The minimum number of funds
is maintained consistent with legal and managerial requirements.

All funds of the authority are classified as proprietary. The general fund
accounts for transactions of all of the authority’s programs.

Proprietary funds distinguish operating revenues and expenses from
nonoperating items. Operating revenues and expenses generally result from
providing services and producing and delivering goods in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues
of the authority’s enterprise fund are HUD operating grants and subsidies, and
tenant dwelling rents. Operating expenses include General and Administrative
expenses, repairs and maintenance expenses, utiliies and depreciation and
amortization on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

The accompanying basic financial statements of the authority have been
prepared in conformity with governmental accounting principles generally
accepted in the Unites States of America. The GASB is the accepted standard
setting body for establishing governmental accounting and financial reporting
principles. The accompanying basic financial staterments have been prepared in
conformity with GASB statement No. 34. Basic Financial Statements and
Managements discussion and Analysis—for State and Local Governments,
which was unanimously approved in June 1999 by the GASB.

(3) Measurement focus and basis of accounting

17



HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Noles to the Financial Staterments, 2009 — Continued

Proprietary finds are accounted for on the flow of economic resources
measurement focus and the accrual basis of accounting. Under this method,
revenues are recorded when earned and expenses are recorded at the time the
liabilities are incurred. With this management focus all assets and all liabilities
associated with the operation of these funds are included on the statement of net
assets. The authority has elected, pursuant to GASB Statement No. 20, to apply
all GASB pronouncements and only FASB pronouncements issued before
November 30, 1989.

(4) Assets, liabilities, and net assets

(a) Deposits

The authority’s cash and cash equivalents are considered to be cash on
hand, demand deposits, and short-term investments with original maturities
of three months or less from the date of acquisition. HUD regulations, state
law and the authority's investment policy allow the housing authority to
invest in collateralized certificates of deposit and securities backed by the
federal government.

(b) Inventory and prepaid items

All inventories are valued on a first-in first-out (FIFO) basis. Inventories
consist of expendable building materials and supplies held for consumption
in the course of the authority’s operations.

Certain payments to vendors reflect costs applicable to future accounting
periods and are recorded as prepaid ilems.

{c) Restricted Assets

Cash equal to the amount of tenant security deposits is reflected as
restricted.

(d) Capital assets
Capital assets of the authority are included in the statement of net assets
and are recorded at actual cost. The capitalization threshold is $500.

Depreciation of all exhaustible fixed assets is charged as an expense
against operations.

18



HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Notes to the Financial Statements, 2009 — Continued

Property, plant, and equipment of the Authority is depreciated using the
straight line method over the following estimated useful lives:

Buildings 20 years
Modernization and improvements 10 years
Furniture and equipment 3-5 years

(e) Due from/to other governments or agencies

Amounts due from/to the authority to/by other governments or agencies are
generally for HUD grants or programs under which the services have been
provided by the authority. The authority also records an amount due to the
various taxing districts within the region for payments in lieu of taxes.

{f) Allowance for doubtful accounts

The authority provides an allowance for doubtful accounts, as needed, for
accounts deemed not collectible. At June 30, 2009, the management of
the authority established an allowance for doubtful accounts of
approximately $7,304.

{g) Compensated absences

It is the authority’s policy to permit employees to accumulate earned but
unused vacation and sick pay benefits. In accordance with the provisions of
GASB Statement No. 16, “Accounting for Compensated Absences,”
vacation and sick pay is accrued when incurred and reported as a liability.
Employees may accumulate an unlimited number of annual and sick leave
hours. Employees may accumulate an unlimited number of annual leave
hours. Depending on their length of service, employees receive payment far
up to 300 annual leave hours upon termination or retirement at their then
current rate of pay. Employees are not compensated for unused sick leave.
The cost of current leave privileges, computed in accordance with GASB
Codification Section CB0 is recognized as a current year expense when
leave is earned.

{(h) Use of estimates

The preparation of financial statements in conformity with generally
accepted accounting principles requires management to make estimates
and assumptions that affect the reported amounts of assetis and liabilities
and disclosure of contingent assets and liabilities at the date of the
government-wide financial statements and reported amounts of revenues

19



HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Notes to the Financial Statements, 2009 — Continued

and expenses during the reporting period. Actual results could differ from
those estimates.

NOTE B - DEPOSITS

Deposits are stated at cost, which approximates fair value. Under state law
and/or federal regulation, these deposits, or the resulting bank balances, must
be secured by federal deposit insurance or the pledge of federal securities. The
fair value of the pledged securities plus the federal deposit insurance must at all
times equal the amount on deposit with the fiscal agent.

As of June 30, 2009, the authority’s carrying amount of deposits was $323,154,
which includes the following:

Cash and cash equivalents-unrestricted $312,151
Cash and cash equivalents- resfricted 11,003
Total $323,154

Interest Rate Risk—The authority’s policy does not address interest rate risk.

Credit Rate Risk—Since all of the authority’s deposits are federally insured
and/or backed by federal securities, the authority does not have credit rate risk.

Custodial Credit Risk—This is the risk that in the event of a bank failure, the
authority's deposits may not be returned to it. The authority does not have a
policy for custodial credit risk. $343,537 of the authority's total deposits were
covered by federal depository insurance, and do not have custodial credit risk.
The remaining $11,050 of deposits have custodial credit risk, but were
collateralized with securities held by the pledging financial institution trust
department or agent. The bank balances as of June 30, 2009 totaled $354,587.

20



HOUSING AUTHORITY OF THE TOWN OF ARCADIA

Arcadia, Louisiana

Notes to the Financial Statements, 2009 — Continued

NQOTE C - CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2009 was as follows:

30-Jun- 30-Jun-
08 Additions Deletions Adjustment 09
Nondepraciable
Assets.
Land 38,695 38,695
Construction in
Progress 68,760 5,110 - - 73,870
Depreciable Assets:
Building and
improvements 5,478,521 1,786 - - 5,480,307
Furniture and
egquipmeant 166,628 10,892 - - 177,520
Total 5,752,604 17,788 - - 5,770,382

Less accumulated depreciation
Building and
improvements 4,495,346 348,161 - - 4,843,507
Furniture and
equipment 131,330 18,767 - - 150,097
Total accumulated
depreciation 4,626,676 366,928 - 4,993,604

Net Capital Assets 1,125,928 {349,140} - 776,787

NOTE D - LEASES

During the year ended June 30, 2007, the authority enterec into a capital lease
for a copier. The lease is considered immaterial and has been presented as an

operating lease.

The lease reguires monthly payments of $191 for 60 months beginning July
2007. Rent expense for the fiscal year ended totaled $2,292 and is included in
administrative expenses in the accompanying financial statements. The minimum
annual commitments under the non-cancelable lease is as follows:
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HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Notes to the Financial Statements, 2009 — Continued

Fiscal Year Ending Amount

2010 $2,292
2011 2,292
2012 2,292
Total $6,876

NOTE E — CONSTRUCTION COMMITMENTS

The authority has active construction projects as of June 30, 2009. At year end,
the commitments with contractors are as follows:

Expended to Remaining
Projects Date Commitment
CFP 2006 $85,828 $72,267
CFP 2007 117,335
CFP 2008 ' 94,648
Total $85,828 $284,250

NOTEF - COMPENSATED ABSENCES

At June 30, 2009, employees of the authority have accumulated and vested
$13,375 of employee leave benefits, which was computed in accordance with
GASB Cauodification Section C60. The leave payable is recorded in the
accompanying financial statements. $8,449 is reported in long-term debt.

NOTE G - RETIREMENT PLAN

The authority provides a Simplified Employee Pension whereby the employer
agrees to provide discretionary contributions to the individual retirement accounts
(IRAs) of its eligible employees. During the year the authority contributed
$12,746 to employee IRAs.
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HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Notes to the Financial Statements, 2009 — Continued

NOTE H- RISK MANAGEMENT

The authority is exposed to various risks of loss related to torts; theft of, damage
to, and destruction of assets; errors and omissions, injuries to employees; and
natural disasters. The authority’s risk management program encompasses
obtaining property and liability insurance.

The authority transfers risk of loss by participating in a public entity risk pool and
contracting with a commercial insurance carrier for all major categories of
exposed risk.

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

There has been no significant reduction in insurance coverages from coverages
in the prior year. In addition, there have been no significant claims that have
exceeded commercial insurance coverages in any of the past three fiscal years.

NOTE I - COMMITMENTS AND CONTINGENCIES

Please see Management Letter Comment number ML-2009-1, included with the
printed audit report, for further details of this issue.

Prior to current management being hired the Arcadia Housing Authority (AHA)
maintained a credit card with a national credit card company. After current
management was hired neither current management nor the Board of
Commissioners was aware that the credit card account was still in existence.

It appears that a former staff member had the credit card company use a
personal mailing address mailing statements and other communications. It
appears that the former staff member utilized the credit card for personal uses
after employment termination and paid the monthly balances using personal
funds. It appears the result is that AHA incurred immaterial payables (the credit
card credit limit identified to me was immaterial to the AHA financials).
Accordingly, AHA has not recorded any transactions in the GL to reflect potentiai
commitments and ¢contingencies.

23



HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana
Notes to the Financial Statements, 2009 — Continued

NOTE J - FEDERAL COMPLIANCE CONTINGENCIES

The authority is subject to possible examinations by federal regulators who
determine compliance with terms, conditions, laws and regulations governing
grants given to the entity in the current and prior years. These examinations may
result in required refund by the entity to federal grantors and/or program
beneficiaries.

NOTE K- ECONOMIC DEPENDENCE

Statement of Financial Accounting Standard (SFAS) No. 14 requires disclosure
in financial statements of a situation where one entity provides more than 10% of
the audited entity's revenues. The Department of Housing and Urban
Development pravided $324,680 to the authority, which represents approximately
65% of the authority’s total revenue for the year.
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William Daniel McCaskill, CPA

A Professional Accounting Corporation
415 Magnolia Lane
Mandeville, Louisiana 70471

Telephone B66-826-0993 Member of
Fax 225-664-4873 Louisiana Society of CPA’s
E-mail danny@highperformer.net American Institute of CPA’s

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE
AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFCORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Housing Authority of the Town of Arcadia
Arcadia, Louisiana

| have audited the financial statements of the Housing Authority of the Town of Arcadia
{the authority), as of and for the year ended June 30, 2009 se the authority’s basic
financial statements and have issued my report thereon dated November 12, 2009. |
conducted my audit in accordance with auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United
States.

Internal Control Over Financial Reporting

In planning and performing my audit, | considered the authority’s internal control over
financial reporting in order to determine my auditing procedures for the purpose of
expressing my opinion on the financial statements and not to provide an opinion on the
internal control over financial reporting. Accordingly, | do not express an opinion on the
effectiveness of the authority’s internal control over financial reporting.

A control deficiency 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 misstatements on a timely basis. A significant deficiency is a control
deficiency, or combination of control deficiencies, that adversely affects the authority’s
ability to initiate, authcrize, record, process, or report financial data reliably in
accordance with generally accepted accounting principles such that there is mare than a
remote likelihood that a misstatement of the authority’s financial statements that is more
than inconsequential wili not be prevented or detected by the authority’s internal contral .
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HOUSING AUTHORITY OF THE TOWN OF ARCADIA
Arcadia, Louisiana

Report on Internal Control... Government
Auditing Standards, 2009

Page Two

A material weakness is a significant deficiency, or combination of significant deficiencies,
that results in more than a remote likelihood that a material misstatement of the financial
statements will not be prevented or detected by the authority's internal control.

Qur consideration of internal control over financial reporting was for the limited purpose
described in the first paragraph of this section and would not necessarily identify all
deficiencies in internal control that might be significant deficiencies or material
weaknesses. We did not identify any deficiencies in intemal control over financial
reporting that we consider to be material weaknesses, as defined above.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the authority’s financial
statements are free of material misstatement, | performed tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions
was not an cobjective of my audit and, accordingly, | do not express such an opinion.
The results of my tests disciosed no instances of noncompliance or other matters that
are required to be reported under Government Auditing Standards. However, | noted a
certain matter that |1 reported tc management of the authority in a separate letter dated
November 12, 2009,

This report is intended solely for the information and use of the board of commissioners
and management, others within the organization, the Louisiana Legislative Auditor and
federal awarding agencies and is not intended to be and should not be used by anyone
other than these specified parties. Under Louisiana Revised Statute 24:513, this report is
distributed by the Legislative Auditor as a public document.

William Daniel McCaskill

William Daniel McCaskill, CPA
A Professional Accounting Corporation

November 12, 2009
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Schedule 1
HOUSING AUTHORITY OF THE TOWN OF ARCADIA

Arcadia, Louisiana

Schedule of Current Audit Findings
Fiscal Year Ended June 30, 2009

Summary Schedule of Auditor’'s Results:

1. The auditor's report expresses an unqualified opinion on the basic
financial statements of the authority.

2. There were no significant deficiencies required to be disclosed by
Govemnment Auditing Standards issued by the Comptroller General of the
United States of America.

3. There were no instances of noncompliance considered material, as
defined by the Government Auditing Standards, to the financial
statements.

FINDINGS - FINANCIAL STATEMENTS AUDIT

None
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Schedule 2
HOUSING AUTHORITY OF THE TOWN OF ARCADIA

Arcadia, Louisiana

Schedule of Prior Year Audit Findings
Fiscal Year Ended June 30, 2009

There were no findings in the prior audit.
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Schedule 3

HOUSING AUTHORITY OF THE TOWN OF ARCADIA

Bonnie Critton
Eula Murphy
Travis Stewart
Marsha Weaver
Mattie Nelson

Arcadia, Louisiana
Compensation Paid Board Members
For Fiscal Year Ended June 30, 2009

1,800
1,200
1,200
1,200
1,200
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HOUSING AUTHORITY OF THE TOWN OF ARCADIA

Arcadia, Louisiana

Status of Prior Year management Letter ltems
Fiscal Year Ended June 30, 2009

ML 2008-1 Late Audit

This is not repeated
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William Daniel McCasklll, CPA
A Professional Accounting Corporation
415 Magnolia Lane
Mandeville, Louisiana 70471
Phone 214-240-8303 Fax 985-845-4244
danny@highperformer.net

Management Letter

Board of Commissioners
Arcadia Housing Authority
Arcadia, Louisiana

In planning and performing my audit of the financial statements of the Housing Authority
of the Town of Arcadia for the year ended June 30, 2009, | considered the Authority’s
internal control to plan my auditing procedures for the purpose of expressing my opinion
on the financial statements and not to provide assurance on the internal control.

However, during my audit, | noted certain matters involving internal control that is
presented for your consideration. This fetter does not affect my report dated November
12, 2009, on the financial statements of the authority. Management’s response has also
been included.

ML 2009-01 -

Prior to current management the Arcadia Housing Authority (AHA) maintained a credit
card with a national credit card com pany. It appears that a former staff member had the
credit card company use a personal address for statements and other communications.
It appears that the former staff member utilized the credit card for personal uses after
employment termination and paid the monthly balances using personal funds. It appears
the result is that AHA incurred immaterial payables (the credit card credit limit identified
to me was immaterial to the AHA financials). Accordingly, AHA has not recorded any
transactions in the GL to reflect potential commitments and contingencies.

The AHA ED became aware of the existence of the credit card in April 2009 and
immediately authorized termination of the account.

I am issuing a clean AHA audit report as of and for the year ending 6-30-2005. Based on

the information provided | conclude the potential a mount of AHA liability is immaterial to
the financial statements.
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Management letter (continued)

Recommendations for AHA to further address the issues include the following:

Require the credit card company to provide monthly statements for the missing
periods of 8-23-05, 10-23-05, 11-23-05, 5-23-06, 8-23-06, 9-23-06, 12-23-06, 7-23-
07, 1-23-09 and 4-23-09 through the present.

When the monthly statements are provided review them and confirm that all were
paid timely and that any amount due did not amount tc a material balance.

Confirm that the account was closed in 4-2008 when the ED instructed the credit
card company to do so and that there is no balance due on t he account.

If there is any account balance due per the credit card company at this time the
AHA should dispute the balance and include with the dispute a description that
the AHA Board of Commissioners did not authorize any credit activity on this
account. This dispute wording should be included in any bonding claim.

State law requires AHA to notify the proper authorities immediately upon
discovering any possible fraud relating ta AHA activities. In an attempt to comply
with State law AHA should immediately notify the local District Attorney (or City
Police) and the AHA bonding company of the potential misuse of an AHA credit
card. As soon as AHA receives the missing documents described in this
Management Letter and arrives at a conclusion(s) it should provide them to the
DA and the bonding com pany for consideration.

Request copies of AHA credit reports from all 3 of the major credit reporting
agencies and compare the credit reports to the credit accounts the AHA actually
uses. Investigate any accounts that appear unusual.

Management Response:

Management discovered this issue, immediately cancelled the credit card account, and
notified the auditor of the issue. We are committed to aggressively disputing any AHA
hahility relating to this issue.

We concur with all of the audilors comments and agree to implement all of the auditors
recommendations in order to properly deal with the issues. Recommendations we intend
to follow include:

Securing copies of credit card monthly statements as identified above.

Review the monthly statements when received and confirm the balances were
paid and did not exceed m atenality.

Confirm the date the credit card account was closed as instructed by the ED.
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Management letter (continued)

If there is any remaining account balance reported by the credit card company
we will 1) dispute the balance with the credit card company, 2) include in the
dispute that the Board of Commissicners did not authorize the charges to the
account, 3) file a claim with the AHA bonding company.

AHA will immediately refer the matter to the District Attorney and the bonding
company. After we gather additional documentation we will provide this to the DA
and the bonding company

Request copies of AHA credit reports from ali 3 major credit reporting agencies,
compare reported account activity to our actual activity, and investigate any
unusual differences.

Our audit procedures are designed primarily to enable us to form opinions on the
financial statements of the authority, as of and for the year ending June 30, 2009, which
collectively comprise the authority’s basic financial statements, and therefore, may not
reveal all weaknesses in policies and procedures that may exist.

This report is intended solely for the information and user of the Board, management,
federal awarding agencies, and pass-thru entities and is not intended to be and should
not be used by anyone other than these specified users. Although the intended use of
these reports may be limited, under LRS 24:513 this report is distributed by the Office of
the Louisiana Legislative Auditor as a public docum ent.

William Dantel McCaskill
William Daniel McCaskill, CPA, APAC
A Professional Accounting Corporation

November 12, 2009
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