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Addendum #1

Question: We received your RFP for Auditing Services for fiscal years ending September 30, 2015, 2016,
and 2017. If possible, please send us a copy of your prior year Audit Report. The 2013 report will be fine
if the 2014 audit is not yet complete. This is standard information we typically like to keep on file.

Response: The Fiscal Year End September 30, 2013 Audit Report is provided on the website at
www.shanc.org, Contract and RFPs, SHA Audit Services RFP.
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Independent Auditor’s Report

Board of Commissioners
Sanford Housing Authority
Sanford, North Carolina

Report on the Financial Statements

I have audited the accompanying basic financial statements of the Sanford Housing Authority, which comprise
the statement of net position as of September 30, 2013, and the related statement of revenues, expenses, and
changes in net position, and cash flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

My responsibility is to express an opinion on these financial statements based on my audit. I conducted my audit
in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about
whether the financial statements are free from material misstatement.

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

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

Opinion

In my opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Sanford Housing Authority as of September 30, 2013, and the changes in its net position and its cash
flows for the year then ended in accordance with accounting principles generally accepted in the United States of

America.
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Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 3 through 10 be presented to supplement the financial statements. Such
information, although not a part of the financial statements, is required by the Governmental Accounting
Standards Board who considers it to be an essential part of financial reporting for placing the financial
statements in an appropriate operational, economic, or historical context. Ihave applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about the methods
of preparing the information and comparing the information for consistency with management’s responses
to our inquiries, the financial statements, and other knowledge I obtained during my audit of the financial
statements. I do not express an opinion or provide any assurance on the information because the limited
procedures do not provide me with sufficient evidence to express an opinion or provide any assurance.

Other Information

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

Report Issued in Accordance with Government Auditing Standards

In accordance with Government Auditing Standards, | have also issued a report dated January 23, 2014 on my
consideration of Sanford Housing Authority’s internal control over financial reporting and on my tests of its
compliance with certain provisions of laws, regulations, contracts, grant agreements, and other matters. The
purpose of that report is to describe the scope of my testing of internal 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 in considering the Sanford Housing Authority’s internal control over

- financial reporting and compliance.

Phillip C. Jarrell, LLC
Certified Public Accountant

Hazlehurst, Georgia
January 23, 2014



HOUSING AUTHORITY OF SANFORD
SANFORD, NORTH CAROLINA
MANAGEMENT’S DISCUSSION AND ANALYSIS
FYE: SEPTEMBER 30, 2013

Management’s Discussion and Analysis

The management of the Housing Authority of Sanford offers the readers of the
Authority’s financial statements this narrative overview and analysis of the Authority’s
financial activities for the year ended September 30, 2013. This discussion and analysis
is designed to assist the reader in focusing on significant financial issues, provide an
overview of the Authority’s financial activity, identify changes in the Authority’s
financial position, and identify individual fund issues or concerns. Readers should
consider the information presented here in conjunction with the Authority’s financial
statements to obtain a full understanding of its financial position.

‘This management discussion and analysis is presented in accordance with the
requirements of the Governmental Accounting Standards Board Statement No. 34
(GASB 34). We have made every effort to provide data that allows the reader to gain an
adequate understanding of the Authority’s annual operating results and financial position
as of September 30, 2013.

Questions concerning the information provided in this discussion or requests for
additional information should be addressed to the Authority’s Executive Director.

Financial Highlights

e The assets of the Authority exceeded its liabilities at the close of the most recent
fiscal year by $ 11,335,333 (net position) as opposed to $§ 11,556,124 for the prior
fiscal year.

e The Authority’s cash and investments balance as of September 30, 2013 was
$ 2,424,230 representing a decrease of $ 446,258 from September 30, 2012.

e The Authority had total revenues of $ 5,877,091 and total expenses of § 6,077,359
for the year ended September 30, 2013.

e The Authority administers 447 units of Low-Rent Public Housing, 464 units of
Housing Choice Vouchers, 11 units of Shelter Plus Care Program, a Building
Fund and an Affordable Housing Program.



Overview of the Financial Reports

The following outline describes the integral parts of this financial presentation and is a
guideline for understanding its components:

L MD&A
Serves as an introduction to the Authority’s basic financial statements

II. Basic Financial Statements
Financial Statements

Notes to the financial statements

III.  Other Required Supplementary Information

The financial statements in this report are those of a special purpose government entity
engaged in a business type activity. The following statements are included:

Statement of Net Position (Balance Sheet) — presents information about the
Authority’s assets and liabilities and is similar to a balance sheet. The Statement
of Net Position reports all financial and capital resources for the Authority. The
statement is presented in the format where assets, minus liabilities, equal “Net
Position,” formerly known as net assets. Assets and liabilities are presented in
order of liquidity and are classified as “current” (convertible to cash within one
year), and “non-current.” Increases or decreases in net position will serve as a
useful indicator of whether the financial position of the Authority is improving or
deteriorating.

Statement of Revenues. Expenses and Changes in Net Position — reports the
authority’s revenues by source and type and its expenses by category to
substantiate the change in net position for the fiscal year.

Statement of Cash Flows — discloses net cash provided by, or used for operating

activities, non-capital financing activities, capital and related financing activities,
and investing activities.

Our analysis of the Authority as a whole follows with the most important question, “Has
the Authority’s financial health improved or worsened as a result of the year’s
activities?” The following analysis of entity-wide net position, revenues, and expenses is
provided to assist with answering the above question. This analysis includes all assets
and liabilities using the accrual method of accounting, which recognizes revenue when
earned and expenses when incurred regardless of when cash is received or paid.



Analysis of Authority-Wide Net Position (Statement of Net Position)

ASSETS
Cash and Investments
Other Current Assets
Net Capital Assets

Total Assets

LIABILITIES
Current Liabilities
Long-Term Debt - Net of Current Portion
Non-Current Liabilities

Total Liabilities

NET POSITION

Investment in Net Capital Assets
Restricted Net Position
Unrestricted Net Position

Total Net Position

Total Liabilities and Net Position

2013 2012 ~Change
2,424,230 2,870,488 (446,258)
367,997 214,031 153,966
11,427,997 10,839,097 588,900
14,220,224 13,923,616 296,608
528,600 283,344 245,256
2,298,658 2,038,350 260,308
57,633 45,798 11,835
2,884,891 2,367,492 517,399
8,992,197 8,682,625 309,572
260,647 433,639 (172,992)
2,082,489 2,439,860 (357,371)
11,335,333 11,556,124 (220,791)
14,220,224 13,923,616 296,608

Cash and Investments decreased $ 446,258 based on the net effect of operations and

expenditures for capital improvements during the year ended September 30, 2013.

Other Current Assets increased based on a HUD receivable for the Capital Fund Program of
$ 206,491 which was received subsequent to September 30, 2013.

Investment in Net Capital Assets increased based on capital expenditures of $§ 1,195,206 less

depreciation expense of § 606,306 for the year.

Current Liabilities increased based on the accrual of accounts payable at September 30, 2013.
This accrual included a large amount related to the Capital Fund Program which was paid

subsequent to September 30, 2013.

Long-Term Debt increased based on the net effect of transactions related to the purchase of the
Wilrik property and principal debt payments during the fiscal year.

Non-Current Liabilities increased based on the accrual of long-term compensated absences at

September 30, 2013.




Restricted Net Position decreased due to the use of Housing Choice Voucher funds for payment
of tenant housing assistance payments which were in excess of funding for the current period.

Total Net Position decreased by $ 220,791 which is outlined in detail on the Statement of
Revenues, Expenses and Changes in Net Position. It also includes a prior period adjustment of
$20,523.

Analysis of Entity-Wide Revenue and Expenses (Statement of Revenues, Expenses and
Changes in Net Position) ‘

With no signs of improvement in economic conditions in the foreseeable future, the Authority is
now using proactive measures to control expenses in future years by adopting a plan to review
staff - responsibilities and implementing cost management strategies.  The Authority
continuously looks for new ways to improve operations, control costs, maximize effectiveness,
and demonstrate accountability.

The following table illustrates changes in revenue from FY 2012 to FY 2013.

2013 2012 Change
REVENUES AND GRANTS

Tenant Revenue 967,076 894,478 72,598
Governmental Grants - HUD 4,721,684 4,101,997 619,687
Other Governmental Grants 30,000 - 30,000
Investment Income 3,409 3,740 (331)
Fraud Recovery 25,835 4,846 20,989
Gain/(Loss) on Sale of Capital Assets - 4,750 (4,750)
Other Revenue 129,087 119,906 9,181

Total Revenues and Grants 5,877,091 5,129,717 747,374

Total Revenues and Grants increased $ 747,374 for the year ended September 30, 2013.

The majority of the increase was related to HUD and Other Government Grants as follows:

Program

Public Housing Operating Grants $ (17,126)
Capital Fund Program 330,938
Resident Opportunity and Support Services 18,302
Housing Choice Voucher 314,008
Fair Housing Assistance Program 10,000
Shelter Care Plus (6.435)
Total $ 649,687

HUD Grants fluctuate on an annual basis depending on the Authority budget
process and Congressional approval of funding levels.
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Tenant Revenue increased $ 72,598 or 8.1% based on tenant reexaminations and a
corresponding increase in tenant dwelling rental charges and an increase in the number of unit
months leased for the year.

Investment Income decreased based on declining interest rates and funds available for
investment.

Fraud Recovery in the Housing Choice Voucher Program increased based on Authority efforts
to monitor fraud activity in the program.

Other Revenue remained basically unchanged for the year.

The following table illustrates changes in expenses from FY 2012 to FY 2013.

2013 2012 Change
EXPENSES

Administration and Tenant Services 1,280,059 1,111,215 168,844
Utilities ' " - 628,830 584,304 44,526
Ordinary Maintenance - 824,535 869,597 (45,062)
Protective Services 41,397 42,793 (1,396)
General Expenses 213,120 191,189 21,931
Housing Assistance Payments 2,365,830 2,126,637 239,193

Total Operating Expenses 5,353,771 4,925,735 428,036
Casualty Losses - Non-capitalized 15,705 1,000 14,705
Depreciation Expense 606,306 591,878 14,428
Amortization Expense 3,524 3,524 -
Interest Expense 93,663 96,489 (2,826)
Fraud Expense 4,390 9,732 (5,342)

Total Non-Operating Expenses 723,588 702,623 20,965

Total Expenses 6,077,359 5,628,358 449,001

Total Operating Expenses increased $ 428,036 or 8.7% for the year ended September 30, 2013.

Administration and Tenant Services increased based on the following activity:

Increase in administrative salaries / benefits $ 105,090
Increase in office and other sundry expenses 73,608
Increase in legal expenses 2,487
Decrease in travel expenses (2,154)
Decrease in tenant services other (10.187)
Total $ 168.844



Utilities increased based on gas consumption and cost for the year.

Ordinary Maintenance decreased $ 45,062 based on the following activity:

Decrease in maintenance salaries / benefits $ (2,986)
Decrease in maintenance materials / contract costs (42.076)
Total $ (45,062)

Materials and contract costs decreased based on expenditures for
preventative maintenance made in the prior year.

Protective services remained basically unchanged for the year.

General Expenses increased based on the following activity:

Decrease in property / liability insurance $ (4,025)
Increase in compensated absences expense 18,438
Increase in payment in lieu of taxes 2,942
Increase in tenant collection losses . 7,463 .
Decrease in other general expenses (2.887)
Total $ 21.931

Depreciation Expense increased based on standard calculations for the year.

Interest Expense decreased based on the retirement $§ 120,670 in long-term debt for the year
ended September 30, 2013.

Capital Assets
2013 2012 Change
Land 922,728 919,728 3,000
Buildings and Equipment 21,063,298 20,476,588 586,710
Construction in Progress 1,245,984 640,488 605,496
Accumulated Depreciation (11,804,013) (11,197,707) (606,306)
Net Capital Assets 11,427,997 10,839,097 588,900

Net Capital Assets increased $ 588,900 for the year ended September 30, 2013.




This increase was created by the following activity for the year:

Capital Fund Program expenditures $ 605,498
Purchase of Wilrik Property 390,786
Kitchen and bathroom renovations 188,300
Installation of central office heat pump 10,622
Depreciation expense (606,306)
Total $ 588,900
Capital Fund Program expenditures by program year were as follows:
Capital Fund 2010 $ 7,083
Capital Fund 2011 102,639
Capital Fund 2012 411,785
Capital Fund 2013 83.991
Total e o8 - 605498

Construction in Progress represents uncompleted capital projects which should be completed
during the year ending September 30, 2014.

Long-term Debt

As of September 30, 2013, the Authority had $ 2,346,343 in outstanding debt. In April of 2006,
the Authority borrowed $ 2,774,361 from Fannie Mae for total rehab of two properties owned
by the Authority. The interest rate on the loan is 4.35% to be paid over a twenty-year period.
Funds for payment on the loan are through the Capital Fund Financing Program (CFFP). The
CCFP allows for the Authority to use one-third of future Capital Funds received for debt
service. In July 2013, the Authority purchased the Wilrik Property and borrowed $400,000 from
BB&T Bank. The interest rate on the loan is 3.75% to be paid over a twenty year period with
monthly installments of $2,372.

Budgets

The Authority adopts a consolidated annual operating budget for all programs. The budget for
Low Rent Housing is adopted on the basis of accounting practices prescribed by the United
States Department of Housing and Urban Development. All adopted budgets differ in some
respects from generally accepted accounting principles. Capital Fund Program Funds utilize
program length budgets exceeding one year. Appropriations of the Capital Fund Program
Funds lapse at the close of the fiscal year to the extent that they have not been exceeded, but are
re-appropriated the following year under contract provisions.



Economic Factors

Several significant economic factors affecting the Housing Authority are as follows:

e Congressional funding of the Department of Housing and Urban Development

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

o Inflationary pressure on utility rates, supplies and other costs

e Health care and other insurance costs are expected to increase dramatically over the next
several years.

e HUD recapture of reserves

Financial Contact

Questions concerning any of the information provided in this Management Discussion &
Analysis should be addressed to:

Mr. Ken Armstrong
Executive Director
Housing Authority of Sanford
1000 Carthage Street / P.O. Box 6
Sanford, North Carolina 27330 / 27331
(919) 776-7655
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT OF NET POSITION — PROPRIETARY FUND TYPE
As of September 30, 2013

ASSETS
Current Assets:
Cash and cash equivalents - unrestricted $ 2,077,418
Restricted cash 342,410
Tenant rents receivable (net of $6,590 allowance) 8,755
Investments 4,402
Due from HUD 207,319
Accounts receivable - other (net of $552 allowance) 18,167
Accrued interest receivable 26
Supplies inventory (net of $4,630 allowance) 41,677
Prepaid expenses 92,053
Total current assets 2,792,227
Noncurrent Assets:
Capital Assets:
Nondepreciable capital assets 2,168,712
Depreciable capital assets, net 9,259,285
Total capital assets 11,427,997
Total noncurrent assets 11,427,997
Total assets 14,220,224
LIABILITIES
Current Liabilities:
Accounts payable and accrued liabilities 216,114
Accrued wages payable 22,692
Tenant security deposits 51,510
Unearned revenues 5,175
Accrued compensated absences 19,212
Due to other governments 28,671
Due to HUD 399
Notes and bonds payable 137,142
Other current liabilities 47,685
Total current liabilities A 528,600

Noncurrent Liabilities:

Notes and bonds payable 2,298,658
Accrued compensated absences 57,633
Total noncurrent liabilities 2,356,291
Total liabilities 2,884,891
NET POSITION
Investment in net capital assets 8,992,197
Restricted net position 260,647
Unrestricted net position 2,082,489
Total net position $ 11,335,333

The notes to the financial statements are an integral part of this statement.
-11-



SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN
FUND NET POSITION — PROPRIETARY FUND TYPE

For the Year Ended September 30, 2013

Operating revenues:

Tenant rental revenue (net) $ 967,076
HUD PHA grants : 4,028,065
Other revenue 154,922

Total operating revenues 5,150,063

Operating expenses:

Administration 1,234,797
Tenant services 45,262
Utilities : 628,830
Ordinary maintenance 824,535
Protective services 41,397
Insurance o 112,114
Other general expenses 101,006
Housing assistance payments 2,365,830
Depreciation 606,306
Fraud losses 4390
Casualty losses 15,705
Total operating expenses 5,980,172
Operating income (loss) (830,109)

Nonoperating revenue (expenses):

Interest income . 3,409
Interest expense (97,187)
Total nonoperating revenue (expenses) (93,778)
Net income (Loss) before contributions (923,887)
Contributions — capital grants 723,619
Increase (decrease) in net position (200,26 8)
Net position, beginning of year as restated 11,535,601
Net position, end of year $ 11,335,333

The notes to the financial statements are an integral part of this statement.
-12-



SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT OF CASH FLOWS - PROPRIETARY FUND TYPE

For the Year Ended September 30, 2013

Cash flows used by operating activities:
Cash received from tenants/others
Cash paid for goods and services
Cash paid to employees for services
HUD PHA grants

Net cash used by operating activities

Cash flows used by capital and related financing activities:
Proceeds from capital grants
Acquisition of capital assets
Proceeds from debt
Principal paid on debt
Interest paid on debt
Net cash used by capital and related financing activities

Cash flows provided from investing activities:
Purchase of investments
Proceeds from maturities of investments
Interest on investments
Net cash provided from investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents at beginning of year
Cash and cash equivalents at end of year

Reconciliation of cash/cash equivalents:
Cash - unrestricted
Cash - restricted

Reconciliation of operating income (loss) to net cash
used by operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss) to net
cash used by operating activities:
Depreciation
(Increase) decrease in accounts receivable

(Increase) decrease in supplies inventory and prepaid expenses

Increase (decrease) in accounts payable
accrued liabilities, security deposits

Increase (decrease) in unearned revenue

Increase (decrease) in accrued compensated absences
Total adjustments

Net cash used by operating activities

The notes to the financial statements are an integral part of this statement.
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$ 1,185,978
(4,452,863)
(919,616)

4,025,754

(160,747)

521,556
(992,597)
400,000
(120,670)
(97,187)

(288,898)

(4,402)
7,339
3,387

6,324

(443,321)
2,863,149

$ 2,419,828

$ 2,077,418
342,410

$ 2,419,828

$ (830,109)

606,306
57,862
(9,743)

(4,650)
3,807
15,780

669,362

$ (160,747)




SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 1: Summary of Significant Accounting Policies:

A. Reporting Entity

The Sanford Housing Authority (“the Authority”) is a public body corporate and politic pursuant to the
Chapter 157 of the General Statutes of North Carolina. The Authority was created for the purpose of
providing safe and sanitary housing for the low-income citizens of Sanford, North Carolina.

In determining how to define the reporting entity, management has considered all potential component units.
Management considered criteria established by the Governmental Accounting Standards Board for inclusion
of the Authority in the City of Sanford's financial statements. These criteria include manifestation of
oversight responsibility including financial accountability, appointment of a voting majority, imposition of
will, financial benefit or burden on a primary organization, financial accountability as a result of fiscal
dependency, potential for dual inclusion, and organizations included in the reporting entity although the
primary government.is not financially accountable. The Board of Commissioners of the Housing Authority
is appointed by the Mayor of the City of Sanford but the Authority designates its own management. The City
of Sanford provides no financial support to the Authority and is not responsible for the debts or entitled to
the surpluses of the Authority. The Authority has the power to approve its own budget and maintains its own
accounting system. Although the Board is appointed by the City of Sanford, no other criterion is met.
Therefore, a separate financial report is prepared for the Authority. All of the operations of the Authority are
included in the audited financial statements and there are no operations or activities which have been
excluded.

Blended Component Unit
Blended component units are separate legal entities that meet the component unit criteria described above

and are blended into the Authority’s financial statements by appropriate activity type to compose the primary
government presentation. Currently, the Authority has one component unit that meets the criteria for
blending. The Sanford Affordable Housing Development Corporation, a 501(c)(3) organization, is a blended
component unit of the Authority. It was created on March 9, 1998, to develop and maintain housing units for
very-low and low income families in the Sanford area. Due to the criteria above, this entity was considered a
component unit beginning October 1, 2010.

B. Description of a Public Housing Authority

Funding for public housing authorities is received from the United States Department of Housing and Urban
Development (HUD) and from participants in public housing programs. Under the Low Rent Housing
Assistance Program, low income tenants pay monthly rents which are determined by their need for
assistance. HUD pays the annual debt service contributions directly to a fiscal or paying agent under the
terms of the annual contributions contract. HUD also pays operating subsidies to the housing authority to
enable the authority to maintain the low-income character of the neighborhood while providing adequate
services and maintaining adequate reserves.

The Authority’s capital funds are received from the Federal Government through a formula driven
computation. These funds are used to upgrade the facilities at various developments to give the residents the
decent and safe living environment they need. Each year’s grant funds must be entirely obligated within two
years of inception of the grant, and entirely expended within four years.

=14-



SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 1: Summary of Significant Accounting Policies: (Continued)

B. Description of a Public Housing Authority (continued)

The Section 8 Housing Choice Voucher Program provides rental supplements to the owners of existing
private housing who rent to qualified individuals. The Authority processes all applicants for the Section 8
Housing Choice Voucher Program, places approved applicants in housing, and pays the owners of the
private housing monthly rental supplements. Under the conditions of an annual contributions contract, HUD
reimburses the Authority for the rental supplements and the administrative costs of managing the program up
to a per unit limit established in the annual contributions contract.

The Authority was administering a low-rent program, capital fund program, business activities program,
shelter plus care program, resident opportunity and supportive services program, housing choice voucher
program and a fair housing assistance program.

C Basis of Presentation

The accounts of the Authority are organized and operated on a fund basis. A fund is an independent fiscal
and accounting entity with a self-balancing set of accounts recording its assets, liabilities, net position,
revenues, and expenses.

The Authority accounts for its operation in one fund type, the enterprise fund that reflects all the business
type activities of the Authority. An enterprise fund is used to account for operations (a) that are financed and
operated in a manner similar to private business enterprises - where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges; or (b) where the governing body
has decided that periodic determination of revenue earned, expenses incurred, and/or net income is
appropriate for capital maintenance, public policy, management control, accountability, or other purposes.
The Sanford Housing Authority maintains one enterprise fund which includes the following programs: Low
Rent Housing Program, Capital Fund Program, Section 8 Housing Choice Voucher Program, Shelter Plus
Care Program, Resident Opportunity and Supportive Services Program, Business Activities, and a Fair
Housing Assistance Program.

D. Measurement Focus and Basis of Accounting

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus.
The enterprise fund is accounted for on a flow of economic resources measurement focus. With this
measurement focus, all assets and all liabilities associated with the operation of this fund are included on the
statement of net position. Enterprise fund type equity (i.e., total net position) is segregated into investment in
net capital assets, restricted net position, and unrestricted net position components. Operating activities for
this fund present increases (e.g., revenues) and decreases (e.g., expenses) in total net position. The fund of
the Authority is maintained on the modified accrual basis during the year. The financial statements for the
Authority have been presented on the accrual basis. Under this basis, revenues are recorded when earned
and expenses are recorded when incurred. In converting from the modified accrual basis to the full accrual
basis, the changes required may include adjustments for unpaid interest, depreciation, prepaid tenant rents,
payments of principal on outstanding debt, and capital outlay.
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SANFORD HHOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 1: Summary of Significant Accounting Policies: (Continued)

D. Measurement Focus and Basis of Accounting (continued)

Payments of outstanding debt and accrued interest by HUD which have been earned by the Authority, but
not yet realized, are recorded as revenue. Operating income reported includes rental income, other tenant
charges, operating grants, and other revenue for the continuing operations of the fund. Operating expenses
are the costs of providing goods and services. Other revenues and expenses are classified as non-operating in

the financial statements.

GASB 45 was reviewed by the Authority’s management and it was determined that this does not apply to the
Sanford Housing Authority as the Authority has no postemployment benefits other than pensions.

E. Budgetary Data
The Authority maintains budgetary controls over its fund, as required by North Carolina General Statute 159-

42(c-d) and the terms of the Authority’s annual contributions contract with HUD. An annual budget is
adopted for the enterprise fund. Tt was determined that all revenues and expenses were in accordance with
the program budgets. Expenses may not legally exceed appropriations at the departmental level for the
enterprise fund. All increases in appropriation to administration and capital expenditures must be approved
by the Board. The budget was prepared on the modified accrual basis of accounting. The capital fund
budgets are prepared on a “project length” basis. The budget presented in these statements is the budget
ordinance as amended through September 30, 2013.

F. Assets, Liabilities, and Net Position

Deposits and Investments

All deposits of the Authority are made in board-designated official depositories and are secured as required
by HUD regulations. The Authority may designate as an official depository any bank or savings and loan
association whose principal office is located in North Carolina. Also, the Authority may establish time
deposit accounts such as NOW and Super NOW accounts, money accounts and certificates of deposit.
Section 401(e) of the annual contribution contract authorizes the Authority to invest in the following types of

securities:

1. Obligations of the Federal Government which are backed by the full faith and credit of the Federal
Government.

2. Obligations of any agency or instrumentality of the Federal Government if the payment of interest
and principal on such obligations is fully guaranteed by the Federal Government.

3. Obligations of the Federal Intermediate Credit Banks, the Federal Home Loan Banks, the Federal
National Mortgage Association, the Banks for Cooperatives, and the Federal Land Banks which
mature no later than 18 months after the date of purchase.

As required by the annual contributions contract, the Authority prepares cash forecasts for each program to
determine the amount of funds available for investment and to maximize investment earnings. During the
fiscal year and at year-end, all cash was held in the form of interest bearing accounts. The deposits and the
above described investments with an original maturity of ninety days or less are considered cash and cash

equivalents for the Statement of Cash Flows.
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SANFORD IHHOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 1: Summary of Significant Accounting Policies: (Continued)
F. Assets, Liabilities, and Net Position (continued)

Fair value of financial instruments
The carrying amount of the Authority’s financial instruments at September 30, 2013, including cash,

investments, accounts receivable and accounts payable closely approximates fair value.

Due from the United States Department of Housing and Urban Development
The amount due from HUD as of September 30, 2013 consisted of capital fund program funds earned as of
September 30th but not received as of that date.

Prepaid Items
Payments made to vendors for services that will benefit periods beyond the fiscal year-end are recorded as

~ prepaid.

Inventories

Inventories are valued at cost, which approximates market, using the first-in/first-out (FIFO) method. The
costs of inventories are recorded as expenses when consumed rather than when purchased. If inventory falls
below cost due to damage, deterioration, or obsolescence, the Authority establishes as allowance for obsolete

inventory.

Capital Assets
Capital assets are recorded at historical cost at the date of acquisition. Assets are depreciated on a straight-

line basis over the following years:

Dwelling structures 40 years
Dwelling structures improvements 27.5 years
Leasehold improvements 15 years
Furniture and equipment 5-7 years

The Authority capitalizes purchases of items with an initial cost that exceeds $5,000 and a useful life
exceeding one year. Maintenance and repairs expenditures are charged to operations when incurred.

Unearned Revenue
Unearned revenues consist of rental payments made by tenants in advance of their due date.

Vacation and Sick Leave Compensation .

The Sanford Housing Authority allows its full time employees to accumulate vacation leave, and such leave
is fully vested when earned. Full-time employees with less than ten years of service earn 1 day per month,
and full-time employees with greater than ten years of service earn 1.5 days per month. The maximum
number of days of annual leave that may be paid for upon separation or carried forward to the next calendar
year is 30 days. Sick leave is earned by employees but will not be paid upon termination.

-17-



SANFORD HOUSING AUTHCRITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 1: Summary of Significant Accounting Policies: (Continued)

Net Position
Investment in Net Capital Assets
Investment in net capital assets represents funds received for development and modernization of the
Authority’s dwelling units. In addition, this amount represents capital assets purchased through
operations and grant programs less accumulated depreciation and any associated debt.

Restricted Net Position

Restricted net position includes excess Section 8 Housing Choice Voucher housing assistance
payments restricted for payments of housing assistance to landlords on behalf of tenants and debt
service funds established for the Capital Fund Financing debt.

Unresiricted Net Position
Unrestricted net position includes assets remaining after deducting liabilities and investment in net
capital assets and restricted net position. It provides a basis of assessing the liquidity and financial

flexibility of the Authority.

Estimates

The preparation of the financial statements in conformity with accounting principles generally accepted in
the United States requires management to make estimates and assumptions that affect the amounts reported
in the financial statements and accompanying notes. Actual results may differ from those estimates.

NOTE 2: Stewardship, Compliance, and Accountability
The Authority appeared to have met its responsibilities regarding stewardship, compliance, and
accountability for its fund.

NOTE 3: Detail Notes on All Programs

A. ASSETS

Deposits and Investments

The Authority’s deposits include deposits with financial institutions. The Authority’s deposits are either
insured or are collateralized using the dedicated method. Under the dedicated method of collateralization, all
deposits that exceed the federal depository insurance coverage level are collateralized with securities held by
the Authority’s agent in the Authority’s name. The carrying amount of the Authority’s deposits for cash and
investments was $2,424,230. The total amount of bank balances and investments was $2,438,939. Of the
bank balances $924,986 was covered by federal depository insurance and $1,513,953 was covered by
collateral held under the dedicated method. Restricted cash consists of cash restricted for the payment of
security deposits, debt service, FSS escrows, and future HAP payments.

The Authority’s cash consist of checking and money market accounts which are short-term highly liquid
investments that are considered cash and cash equivalents. The Authority considers all highly liquid
investments with a maturity of three months or less when purchased to be cash and cash equivalents.

The Authority’s investments consist of certificates of deposit from FDIC insured state banks with an original
maturity in excess of ninety days. Investments are stated at cost, which approximates fair value.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 3: Detail Notes on All Programs (continued)

Deposits and Investments (continued)
Interest rate risk—The Sanford Housing Authority has no specific policy regarding interest rate risk.

Credit risk— The Authority has no policy regarding credit risk. The Authority investments were limited to Certificates
of Deposits that were 100% collateralized.

Custodial credit risk - For an investment, the custodial risk is the risk that in the event of the failure of the counterparty,
the Authority will not be able to recover the value of its investment or collateral securities that are in the possession of
an outside party. The Authority has no policy on custodial credit risk.

Concentration of credit risk—The Authority places no limit on the amount that the Authority may invest in any one
issuer.

Due from HUD
The Authority had the following amounts due from HUD as of September 30, 2013:

Capital Fund Program (Safety CFP 501-12) $118,620

Capital Fund Program (CFP 501-12) 3,880
Capital Fund Program (CFP 501-13) 83,991
Shelter Plus Care 828

Total $207,319

The amounts were received from HUD subsequent to year end.

Prepaid Expenses

Prepaid expenses are comprised of prepaid insurance and unamortized portion of loan costs for the acquisition for the
CFFP note payable. The cost is amortized over 20 years at $3,524 per year, with 12 years 8 months remaining. As of
September 30, 2013, prepaid expenses consisted of the following:

Prepaid Insurance $ 47,413
Unamortized loan costs 44.640
Total $ 76.135
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS
September 30, 2013

NOTE 3: Detail Notes on All Programs (continued)

Capital Assets
The capital assets (at cost) of the Sanford Housing Authority at September 30, 2013 consisted of the

following:
Balance at Adjustments/ Balance at
Sept. 30, 2012 Additions Deletions Transfers Sept. 30, 2013
Nondepreciable Capital Assets:
Land (nondepreciable) $ 919,728 $ 3,000 $ - 8 -3 922,728
Construction in progress 640,488 605,498 (2) - 1,245,984
Total Nondepreciable Assets 1,560,216 608,498 (2) - 2,168,712
Depreciable capital assets: '
Buildings and improvements 19,913,869 586,711 - - 20,500,580
Furniture, equip., vehicles 562,719 - (€)) - 562,718
Total Depreciable Assets 20,476,588 586,711 (N - 21,063,298
Less accumulated depreciation for:
Buildings and improvements : - 10,699,087 581,047 - - 11,280,134 -
Fumniture, equip., vehicles 498,620 25,259 - - 523,879
Total Accumulated Depreciation 11,197,707 606,306 - - 11,804,013
Total Depreciable Assets, net 9,278,881 (19,595) [¢)) - 9,259,285
Total Capital Assets, Net $ 10,839,097 § 588,903 § 3) % - § 11,427,997

Depreciation expense was $606,306 for the year ended September 30, 2013.

A summary of capital assets at September 30, 2013 is as follows:

Low-Rent Voucher Business Activities ~ Component Unit C0oCC Total

Land $ 72212 § - § 90545 $ 19426 § 903545 § 922,728
Construction in progress 1245984 - - ' - 1245984
Buildings and improvements 19,130,850 - 366,800 491,943 510,987 20,500,580
Equipment 325467 53,240 7003 - 177008 562,718

21424513 53240 464,348 511,369 778,540 23232010
Less: accumulated depreciation (11,218945) (52,766) (116,681) (25,304) (390317) (11,804,013)
Capital assets, net § 10205568 § 44§ 347667 S 486065 0§ 388213 & 11427997

B. LIABILITIES

Pension Plan Obligation

The Authority provides a defined contribution pension plan through the MVP Plan Administrators, Inc. for
eligible employees working more the 20 hours per week on a regular basis after six months of service. The
Board of Commissioners authorized participation in the plan effective September 1, 1982. The Authority
contributes an amount equal to 7.5% of each employee's annual compensation to the plan. Pension expense
totaled $64,776 for the year ended September 30, 2013. Covered payroll was $863,673 for the year ended
September 30, 2013. Employees are required to contribute 5.5% of their annual compensation as Pre-tax
employee contributions. Employees contributed $47,599 for the year ended September 30, 2013.

Unearned Revenues
The Authority had unearned revenues as follows at September 30, 2013:
Prepaid rents $ 5.175
$ 5175
-20-




SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013
B. LIABILITIES (continued)

Long-Term Debt

On May 5, 2006, the Authority received proceeds of $2,774,361 from Fannie Mae for the total rehabilitation -
of two properties owned by the Authority. The net proceeds were deposited into the construction project fund
and debt service reserve fund. The Authority is expected to make payments of debt service from future
revenue of its capital fund programs.” The Authority has entered into an ACC Financing Amendment that
provides for the use of capital fund program monies to pay principal and interest on the note. The Authority’s
debt service reserve requirement is $209,592. The Authority is in compliance with all significant
requirements of the loan agreement. The CFFP allows for Sanford Housing Authority to use one-third of
future Capital Funds received for debt service. Monthly payments are $17,466. The interest rate is 4.35%.
The maturity date is 2026. The debt is secured by the rehabilitated buildings.

Debt service payments over the life of the note are as follows:

Year Principal Interest Total
2014 123,364 86,228 § 209,592
2015 128,839 80,753 209,592
2016 134,556 75,036 209,592
2017 140,528 69,064 209,592
2018 146,763 62,828 209,591
2019-2023 837,489 210,468 1,047,957
2024-2026 526,811 32,080 558,891
Total $ 2,038350 § 616457 § 2,654,807

On July 12, 2013, the Component Unit of the Authority (SAHDC) received proceeds of $380,000 from a
local financial institution for the purchase of the Wilrik Hotel Apartments, a 42 unit apartment building.
SAHDC made an additional draw on the loan of $20,000 by 09/06/13. The note requires SAHDC to make
119 monthly payments of $2,372 for principal and interest and a final payment of all remaining principal on
July 5, 2023. Interest is charged at 3.75%. The debt is secured by the land and building.

Debt service payments over the life of the note are as follows:

Year Principal Interest Total
2014 $ 13,778 $ 14,686 $ 28,464
2015 14,304 14,160 28,464
2016 14,849 13,615 28,464
2017 15,416 13,048 28,464
2018 16,004 12,460 28,464
2019-2023 323,100 52,660 375,760
Total $ 397,451 § 120,629 § 518,080
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SANFORD HHOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013
B. LIABILITIES (continued)

Changes in Long-term liabilities:
Less Amounts  Noncurrent

Balance Balance Due Within Balance
Sept. 30,2012 Additions  Reductions Sept. 30,2013 One Year  Sept. 30,2013
Notes Payable $ 2156472 $ 400000 § (120672) § 2435800 § 137142 § 2298658
FSS Escrow Payable 40,358 19,466 (29,793) 30,031 30,031 -
Accrued Compensated Absences 61,065 41314 (25,534) 76,845 19,212 57,633
Total $ 2257895 & 460780 § (175999) $§ 2542676 & 186385 § 2356291

C. NET POSIITION

Schedule of Restatement of Net Position:

Investment In Net ~ Unrestricted Restricted
Capital Assets Net Position Net Position Total

Balance - beginning of year, restated $ 8,682,625 $ 2,419337 § 433,639 $ 11,535,601
Decrease in net position ‘ - (200,268) - (200,268)
Transfer to/from restricted net position - 172,992 (172,992) -
Changes in investment in net capital assets 309,572 (309,572) - -
Balance - end of year $ 8,992,197 $ 2,082,489 $ 260,647 $ 11,335,333
* Adjustments to restate beginning balance:

To record equity from absorption of Harnett County HCV program $ (20,523)

Total $ (20,523)

The effect of the adjustment is to decrease beginning balance — amount of decrease in
change in net position for the year ended September 30, 2012.

NOTE 4: Related Organization :
There were no related organization transactions for the year ended September 30, 2013.

NOTE 5: Claims and Judgments
At September 30, 2013, the Authority was not a defendant to any lawsuit whose outcome would be material

. to the financial statements. No provision was made in the audited financial statements for any contingent
liabilities. In the opinion of management and the Authority’s attorney, there is no legal matter that will have
a materially adverse affect on the Authority’s financial position.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 6: 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 participates in
public entity risk pool, North Carolina Housing Authority’s Risk Retention Pool (NCHARRP) for all risks
of loss, including worker’s compensation, general liability, fire and extended coverage, fidelity bond,
automobile, and Director and Officers liability. Through this pool, the Authority obtains general liability
and auto liability coverage of $1 million per occurrence, property coverage up to the total insurance values
of the property policy, and workers’ compensation coverage up to statutory limits. Rights and
responsibilities of the Authority and the pool are contained within the pool agreement and the scope of the

- coverage documents. There have been no significant reductions in insurance coverage in the prior year, and
settled claims have not exceeded coverage in any of the past three fiscal years.

In accordance with G.S. 159-29, the Authority’s employees that have access to $100 or more at any given
time of the Authority’s funds are performance boiided through a commercial surety bond. The finance
officer is individually bonded for $175,000. The remaining employees that have access to funds are bonded
under a blanket bond for $175,000.

NOTE 7: Conduit Type Debt
Debt related to the original acquisition and early modernization of the public housing developments is

funded, guaranteed and serviced by the United States Department of HUD. There is no debt or pledge of
faith and credit on part of the Authority. Accordingly, this debt has not been recorded in the financial
statements of the Housing Authority.

HUD no longer provides the Authority with debt service information since the Authority has no obligation
for the debt.

NOTE 8: Subsequent Events

Events that occur after the balance sheet date but before the financial statements were available to be issued
must be evaluated for recognition or disclosure. The effects of subsequent events that provide evidence
about conditions that existed at the balance sheet date are recognized in the accompanying financial
statements. Subsequent events which provide evidence about conditions that existed after the balance sheet
date require disclosure in the accompanying notes. Management has evaluated the activity of the Authority
through January 23, 2014 (the date the financial statements were available to be issued) and concluded that
no subsequent events have occurred that would require recognition in the financial statements or disclosure
in the notes to the financial statements.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

NOTES TO FINANCIAL STATEMENTS

September 30, 2013

NOTE 9: Commitments and Contingencies

Examinations: The Authority is subject to possible examinations made by federal and state authorities who
determine compliance with terms, conditions, laws, and regulations governing grants given to the Authority
in the current and prior years. There were no examinations during the year ended September 30, 2013.

Grant Disallowances: Amounts received or receivable from HUD are subject to audit and adjustment by
grantor agencies. If expenses are disallowed as a result of these audits, the claims for reimbursement to the

* grantor agency would become a liability of the Authority. In the opinion of management, any such
adjustments would not be significant.

Construction Commitments: The Authority may have major construction projects in progress from time to
time. These may include modernizing rental units at the project sites. As of September 30,2013, the
Authority had $196,928 in construction related commitments. :

NOTE 10: "Concentrations

For the year ended September 30, 2013, approximately 80.85% of revenues are received from the
Department of Housing and Urban Development through various grants.

The Authority operates in a heavily regulated environment. The operations of the Authority are
subject to the administrative directives, rules and regulations of federal, state and local regulatory
agencies, including, but not limited to HUD. Such administrative directives, rules and regulations
are subject to change by an act of congress or an administrative change mandated by HUD. Such
changes may occur with little notice or inadequate funding to pay for the related costs and the
additional administrative burden to comply with the changes.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT AND CERTIFICATION OF ACTUAL
CAPITAL FUND PROGRAM COSTS

September 30, 2013

CFP 501 (2010)

. The actual capital fund program costs are as follows:

Funds approved
Funds expended

Excess (deficiency) of funds approved
Funds advanced
Funds expended

Excess (deficiency) of funds advanced

. Costs incurred during the current audit period totaled $32,675.

. All costs have been paid and all liabilities have been discharged through
payment.

. The Actual Modernization Cost Certificate, filed with HUD, is in
agreement with the Authority's records.

See auditor's report.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT AND CERTIFICATION OF ACTUAL
CAPITAL FUND PROGRAM COSTS

September 30, 2013

CFP 501 (2011)

1. The actual capital fund program costs are as follows:

Funds approved $ 650,616
Funds expended (650,616)
Excess (deficiency) of funds approved - $ -
Funds advanced $ 650,616
Funds expended (650,616)
Excess (deficiency) of funds advanced S | -

2. Costs incurred during the current audit period totaled $365,788.

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

4. The Actual Modernization Cost Certificate, filed with HUD, is in
agreement with the Authority's records.

See auditor's report.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT OF CAPITAL FUND PROGRAM COSTS - UNCOMPLETED
September 30, 2013

CFP - 501 (2012)

1. The capital fund program costs are as follows:

Funds approved $ 570,529
Funds expended (360,513)
Excess (deficiency) of funds approved $ 210,016
Funds advanced $ 356,633
Funds expended ' (360,513)
Excess (deficiency) of funds advanced $ (3,880)

2. Costs incurred during the current audit period totaled $353,063.

See auditor's report.
-29-



SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT OF CAPITAL FUND PROGRAM COSTS - UNCOMPLETED
September 30, 2013

Safety CFP - 501 (2012)

1. The capital fund program costs are as follows:

Funds approved $ 244,500
. Funds expended (118,620)
Excess (deficiency) of funds approved $ 125,880
Funds advanced $ -
Funds expended (118,620)
Excess (deficiency) of funds advanced $ (118,620)

2. Costs incurred during the current audit period totaled $118,620.

See auditor's report.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

STATEMENT OF CAPITAL FUND PROGRAM COSTS — UNCOMPLETED
September 30, 2013

CFP - 501 (2013)

1. The capital fund program costs are as follows:

Funds approved $ 570,529
Funds expended (86,991)
Excess (deficiency) of funds approved $ 483,538
Funds advanced . $ 3,000
Funds expended (86,991)
Excess (deficiency) of funds advanced by (83,991)

2. Costs incurred during the current audit period totaled $86,991.

See auditor's report.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

LOW RENT PUBLIC HOUSING PROJECTS
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET TO ACTUAL (NON-GAAP)

For the Year Ended September 30, 2013

Variance
Favorable
Budget Actual (Unfavorable)
Operating revenues: '
Tenant rental revenue (net) $ 843,000 $ 889,022 §$ 46,022
HUD PHA grants 1,510,000 1,181,687 (328,313)
Other revenue 134,000 70,346 (63,654)
Total operating revenues 2,487,000 2,141,055 (345,945)
" Operating expenses:
Administration ’ 832,769 795,902 36,867
Asset management fee ' 52,920 51,780 1,140
Tenant services - _ 35,166 32,208 2,958
Utilities 709,800 608,535 101,265
Ordinary maintenance 534,623 381,453 153,170
Protective services 40,000 40,210 (210)
Insurance 106,000 89,961 16,039
Other general expenses 77,500 71,377 123
Casualty losses - 15,705 (15,705)
Total operating expenses 2,388,778 2,093,131 295,647
Operating income (loss) 98,222 47,924 (50,298)
Nonoperating revenue (expenses):
Interest income 3,000 2,716 (284)
Total nonoperating revenue (expenses) 3,000 2,716 (284)
Net income (Loss) before transfers 101,222 50,640 (50,582)
Transfers from (to) other programs - - -
Increase (decrease) in net assets $ 101,222 § 50,640 § (50,582)

Reconciliation of modified accrual basis net income to
full accrual net income:

Net income (loss) - operating fund (as above) $ 50,640
Depreciation expense (566,016)
Net loss - full accrual basis $ (515,376)

See Auditor's report.
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

CENTRAL OFFICE COST CENTER
SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET TO ACTUAL (NON-GAAP)

For the Year Ended September 30, 2013

Operating revenues:
Fee revenue
Other revenue
Total operating revenues

Operating expenses:
Administration
Utilities
Ordinary maintenance
Protective services
Insurance
Other general expenses

Total operating expenses

Operating income (loss)
Nonoperating revenue (expenses):
Interest income
Total nonoperating revenue (expenses)
Net income (Loss) before transfers

Transfers from (to) other programs

Increase (decrease) in net assets

Reconciliation of modified accrual basis net income to
full accrual net income:
Net income (loss) - operating fund (as above)
Depreciation expense
Net loss - full accrual basis

See Auditor's report.

Variance
Favorable
Budget Actual (Unfavorable)
$ 405,030 $ 437,048 § 32,018
12,000 41,708 29,708
417,030 478,756 61,726
273,570 322,091 (48,521)
12,500 12,341 159
88,410 140,651 (52,241)
- 1,187 (1,187)
4,500 6,083 (1,583)
2,500 14,756 (12,256)
381,480 497,109 (115,629)
35,550 (18,353) (53,903)
2,000 176 (1,824)
2,000 176 (1,824)
37,550 (18,177) (55,727)
3 37,550 $ (18,177) $ (55,727)
$ (18,177)
(17,660)
$ (35,837)
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

SECTION 8 HOUSING CHOICE VOUCHER

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET TO ACTUAL (NON-GAAP)

For the Year Ended September 30, 2013

Operating revenues:
HUD PHA grants
Other revenue
Total operating revenues

Operating expenses:
Administration
Ordinary maintenance
Insurance
Other general expenses
Housing assistance payments
Fraud losses

Total operating expenses

Operating income (loss)
Nonoperating revenue (expenses):
Interest income
Total nonoperating revenue (expenses)
Net income (Loss) before transfers

Transfers from (to) other programs

Increase (decrease) in net assets

Reconciliation of modified accrual basis net income to
full accrual net income:
Net income (loss) - operating fund (as above)
Depreciation expense
Net loss - full accrual basis

See Auditor's report.

Variance
Favorable
Budget Actual (Unfavorable)
$ 2,485,000 $ 2,398,084 $ (86,916)
74,226 34,436 (39,790)
2,559,226 2,432,520 (126,706)
302,537 325,056 (22,519)
- 2,230 (2,230)
4,000 7,343 - (3:343)
- 4,673 (4,673)
2,240,000 2,320,999 (80,999)
- 4,390 (4,390)
2,546,537 2,664,691 (118,154)
12,689 (232,171) (244,860)
1,000 133 (867)
1,000 133 (867)
13,689 (232,038) (245,727)
$ 13,689 § (232,038) $ (245,727)

-34-
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(632)
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SANFORD HOUSING AUTHORITY

Sanford, North Carolina

ADMINISTRATIVE CFFICES PROGRAM

SCHEDULE OF REVENUES AND EXPENDITURES - BUDGET TO ACTUAL (NON-GAAP)

For the Year Ended September 30, 2013

~Operating revenues:
Tenant rental revenue (net)
Other revenue
Total operating revenues

Operating expenses:
Administration
Tenant services
Utilities A
Ordinary maintenance
Insurance
Other general expenses

Total operating éxpenses

Operating income (loss)
Nonoperating revenue (expenses)::
Interest income
Total nonoperating revenue (expenses)
Net income (Loss) before transfers

Transfers from (to) other programs

Increase (decrease) in net assets

Reconciliation of modified accrual basis net income to
full accrual net income:
Net income (loss) - operating fund (as above)
Depreciation expense
Net loss - full accrual basis

See Auditor's report.
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Variance
Favorable
Budget Actual (Unfavorable)

$ 42,000 $ 42,000 $§ -
25,000 19,662 (5,338)
67,000 61,662 (5,338)

60,468 44,707 15,761

14,000 10,554 3,446

500 - 500

4,000 20 3,980
- 248 (248)
1,000 1,174 (174)

79,968 56,703 23,265

(12,968) 4,959 17,927

- 101 101

- 101 101

(12,968) 5,060 18,028

$ (12,968) § 5,060 § 18,028

$ 5,060
(14,685)
$ (9,625)
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SINGLE AUDIT SECTION



Member:
American Institute of CPA'’s
Georgia Society of CPA's

Phillip C. Jarrell, LLC

Certified Public Accountant
266 Baxley Hwy. % Hazlehurst, Georgia 31539 * (Ph 912-307-4555 Fax 912-375-5559)

INDEPENDENT AUDITOR’S REPORT ON INTERNAL
CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Sanford Housing Authority
Sanford, North Carolina

I have audited, 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, the financial statements of the Sanford Housing
Authority, which comprise the statement of net position as of September 30, 2013, and the related
statements of revenues, expenses, and changes in net position, and cash flows for the year then ended,
and the related notes to the financial statements and have issued my report thereon January 23, 2014.

Internal Control Over Financial Reporting

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

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

My consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control, that might be material
weaknesses or significant deficiencies. Given these limitations, during my audit I did not identify any
deficiencies in internal control that I consider to be material weaknesses. However, material weaknesses

may exist that have not been identified.
-42-



Compliance and Other Matters

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

Purpose of this Report

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

other purpose.

A got
Phillip C. Jarrell, LLC
Certified Public Accountant

Hazlehurst, Georgia
January 23, 2014
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Member:
American Institute of CPA’s
Georgia Society of CPA's

Phillip C. Jarrell, LLC

Certified Public Accountant
266 Baxley Hwy. * Hazlehurst, Georgia 31539 * (Ph 912-307-4555 Fax 912-375-5559)

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE
WITH REQUIREMENTS THAT COULD HAVE A DIRECT
AND MATERIAL EFFECT ON EACH MAJOR PROGRAM AND ON INTERNAL
CONTROL OVER COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
Sanford Housing Authority
Sanford, North Carolina

Report on Compliance for Each Major Program

I have audited Sanford Housing Authority’s compliance with the types of compliance requirements
described in the OMB Circular A-133 Compliance Supplement that could have a direct and material
effect on each of Sanford Housing Authority’s major federal programs for the year ended September 30,
2013. Sanford Housing Authority’s major federal program is identified in the summary of auditor’s
results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

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

Auditor’s Responsibility

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

I believe that my audit provides a reasonable basis for my opinion on compliance with each major
program. However, my audit does not provide a legal determination of Sanford Housing Authority’s

compliance.
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Opinion on Each Major Program

In my opinion, Sanford Housing Authority complied, in all material respects, with the compliance
requirements referred to above that could have a direct and material effect on each of its major federal
programs identified above for the year ended September 30, 2013.

Report on Internal Control Over Compliance

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

compliance.

A deficiency in internal control over compliance 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, noncompliance with a type of compliance requirements of a federal
program on a timely basis. A material weakness in internal control over compliance is a deficiency, or
combination of deficiencies, in internal control over compliance, such that there is a reasonable
possibility that material noncompliance with a compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance with a
type of compliance requirement of a federal program that is less severe than a material weakness in
internal control over compliance, yet important enough to merit the attention by those charged with

governance.

My consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. I did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above. However, material weaknesses may exist that have not been identified.

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

Phillip C. Jarrell, LLC
Certified Public Accountant

Hazlehurst, Georgia
January 23, 2014
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SANFORD HOUSING AUTHORITY
Sanford, North Carolina

September 30, 2013

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

SectionI - Summary of Auditor’s Results:

Financial Statements

Type of report issued on the financial statements: Unqualified
Internal control over financial reporting:
Material weakness(es) identified? No
Significant deficiencies identified not considered
to be material weaknesses? No
Noncompliance material to the financial statements noted? None Reported
Federal Awards
Internal controls over major program:
Material weakness(es) identified? No
Significant deficiencies identified not considered
to be material weaknesses? None Reported
Type of report issued on the compliance for major program: Ungqualified

Any audit findings disclosed that are required to be reported
In accordance with Circular A-133, Section .510(a)? No

Identification of major programs: 14.871 Section 8 Housing Choice Voucher

Dollar threshold used to distinguish between
Type A and Type B programs: $300,000

Did the Authority qualify as a low-risk auditee? No
Section I -  Financial Statement Findings:

There were no audit findings disclosed relating to this area for the period ended September 30, 2013.

Section III - Federal Awards:

There were no audit findings disclosed relating to this area for the period ended September 30, 2013.

A



SANFORD HOUSING AUTHORITY
Sanford, North Carolina

September 30, 2013

SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

The prior audit report for the year ended September 30, 2012 contained no audit findings.
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