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| NDEPENDENT AUDI TOR S REPORT

The Board of Conmm ssioners
Portsnmout h Metropolitan Housing Authority:

We have audited the general purpose financial statenents of the Portsmouth
Met ropol itan Housing Authority as of and for the year ended June 30, 2001.
These general purpose financial statements are the responsibility of the
Housing Authority's managenent. Qur responsibility is to express an
opi nion on these general purpose financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally
accepted in the United States; the standards applicable to financial
audits contained in CGovernnent Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonabl e assurance about whether

the general purpose financial statements are free of mat eri al
nm sst at enment . An audit includes examning, on a test basis, evidence
supporting the amunts and disclosures in the general purpose financial
statenents. An audit also includes assessing the accounting principles

used and significant estinmates made by managenent, as well as eval uating
the overall financial statenent presentation. We believe that our audit
provi des a reasonabl e basis for our opinion.

In our opinion, the general purpose financial statenents referred to above
present fairly, in all material respects, the financial position of the
Portsnouth Metropolitan Housing Authority as of June 30, 2001, and the
results of its operations and cash flows for the year then ended in
conformty with generally accepted accounting principles.

In accordance with Governnment Auditing Standards, we have al so issued our
report dated Septenber 20, 2001 on our consideration of the Portsnouth
Metropolitan Housing Authority's internal control over financial reporting
and our tests on its conmpliance wth <certain provisions of |aws,
regul ations, contracts, and grants. That report is an integral part of an
audit performed in accordance wth Government auditing Standards and
should be read in conjunction with this report in considering the results
of our audit.



Qur audit was perforned for the purpose of formng an opinion on the
general purpose financial statements of the Portsnouth Metropolitan
Housing Authority taken as a whole. The acconpanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional
analysis as required by the U S Ofice of Managenent and Budget Circul ar
A-133, Audits of States, Local Governnents, and Non-Profit O ganizations,
and is not a required part of the basic financial statenents. Such
i nformati on has been subjected to the auditing procedures applied in the
audit of the financial statements and, in our opinion, is fairly stated,
in all material respects, in relation to the financial statenents taken as
a whol e.

Qur audit was performed for the purpose of forming an opinion on the
general purpose financial statements of the Portsnouth Metropolitan
Housing Authority taken as a whole. The acconpanying Certifications of

Actual Conprehensive Grant Program Costs, Actual Drug Elimnation Program
Costs and Financial Data Schedule is also presented for the purpose of

additional analysis as required by the U S Departnment of Housing and
Urban Developnent and is not a required part of the basic financial

statenents. Such information has been subjected to the auditing
procedures applied in the audit of the financial statenents and, in our

opinion, is fairly stated, in all material respects, in relation to the
financial statements taken as a whol e.

HJ FI NANCI AL GROUP, L.L.C

Sept enber 20, 2001
Toms River, New Jersey



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Conbi ned Bal ance Sheet - All Enterprise Funds

June 30, 2001

ASSETS

Current assets:
Cash $ 3, 263, 309
Accounts receivabl e — HUD ot her projects 30, 507
Accounts recei vabl e — m scel | aneous 6, 974
Tenant receivabl es 2,902
Accrued interest 27,782
Prepai d expenses 62, 839
I nventory 19, 222
Total current assets 3,413, 535

Fi xed assets:

Land 1, 444, 367
Bui | di ngs 42,017, 760
Furni ture, equi pnent and nachinery 707, 455
44,169, 582
Less: accumul at ed depreciation ( 21, 841, 340)
Net fixed assets 22,328, 242
Restricted cash 2,213,002

$ 27,954,779

LI ABI LI TIES AND EQUI TY
Current liabilities:

Accrued wages and payrol |l taxes $ 57, 153
Accrued conpensat ed absences 157, 662
Accrued interest 151, 313
Account s payabl e — PHA prograns 168, 211
Accounts payabl e — ot her gover nnent 23,506
Tenant security deposits 101, 442
Def erred revenues 177,070
Current portion of capital |ease 349, 486
Accrued liabilities - other 67,952
Total current liabilities 1, 253, 795
Capital |ease, excluding current potion 3,198,113
Equity:
Contributed capital 19, 400, 205
Ret ai ned ear ni ngs 4,102, 666
Total equity 23,502,871

$ 27,954,779
See acconpanyi ng notes to financial statenents



PORTSMOUTH METROPOLI TAN HOUSI NG AUTHORI TY

Conbi ned St atement of Revenues, Expenditures, and Changes in
Ret ai ned Earnings - Al Enterprise Funds

For the Year Ended June 30, 2001

Qperating i ncone:

Dwel l'i ng rental $ 1,138,785
HUD grants 5,902, 338
O her incone 83, 429
Total operating income 7,124,552
Qper ati ng expenses:
Admi ni stration 1, 219, 263
Tenant services 98, 699
Uilities 899, 005
O di nary mai ntenance and operations 1,174, 456
Ceneral expense 130, 579
Extraordi nary nmi nt enance 15,129
Housi ng assi stance paynents 1, 734, 025
Depreci ati on 1, 692, 847
Total operating expenses 6, 964, 003
Net operating incone 160, 549
Non- operati ng revenues (expenses)
Interest on investnents 144, 755
Casualty | osses ( 8, 259)
Net non-operating revenues 136, 496
Net incone 297, 045
Add: Depreciation on fixed assets acquired
by capital grants that reduce contributed
capital 1,591, 602
Ret ai ned ear ni ngs, begi nning of year 2,214,019
Ret ai ned earni ngs, end of year $ 4,102, 666

See acconpanyi ng notes to financial statenents



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Conbi ned Statenent of Cash Flows - Al Enterprise Funds

For the Year Ended June 30, 2001

Cash Flows from Qperating Activities:

Cash received fromtenants and grantors $ 7,066,275
Cash paid to suppliers and enpl oyees ( 5,287,800)
I nterest received 134, 131

Net cash provi ded by operating

activities 1,912, 606
Cash Flows fromlnvesting Activities:
Restricted cash ( 2,213,002)
Property and equi pnent purchases ( 2,777,564)
Net cash used by investing
activities (4,990, 566)
Cash Flows from Financing Activities:
Long-term borrow ngs 3,547,599
Net cash provided by financing
activities 3,547,599
Net increase in cash 469, 639
Cash and cash equival ents, beginning of year 2,793,670
Cash and cash equival ents, end of year $_ 3,263, 309

See acconpanyi ng notes to financial statenents.
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PORTSMOUTH METROPOLI TAN HOUSI NG AUTHORI TY

Conbi ned Statenent of Cash Flows -

For the Year Ended June 30, 2001

Reconciliation of net incone to cash provided

by operating activities:
Net incone

Items which did not use cash:
Depr eci ation
Bad debts
Loss on di sposal of assets

Wor ki ng capital changes which provided
(used) cash:
Account s receivabl e
Accrued interest
Def erred revenue
Prepai d expenses
I nventory
Account s payabl e
Accrued expenses
Tenant security deposits

Net cash provi ded by operating
activities

Schedul e of non-cash investing and
financing activities:

Capitalized interest expense
Capitalized interest incone

See acconpanyi ng notes to financial statenents
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PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents

June 30, 2001

I nt roducti on

The Portsmouth Metropolitan Housing Authority was established for the
pur pose of engaging in the devel opnment, acquisition and adm ni strative
activities of the |owincone housing program and other progranms with
simlar objectives. The United States Departnent of Housing and Urban
Devel opment (HUD) has direct responsibility for administering the |ow
i ncone housi ng program under the United States Housing Act of 1937, as
anended. HUD is authorized to enter into contracts with local housing
authorities to make grants to assist the local housing authorities in
financing the acquisition, construction and/or |I|easing of housing
units and to make annual contributions (subsidies) to the Iloca
housing authorities for the purpose of maintaining the [|owrent
character of the local housing program

Reporting Entity

As required by generally accepted accounting principles, the genera
purpose financial statements of the reporting entity include those of
the Portsnouth Metropolitan Housing Authority and any conponent units.
Conponent units are separate |legal entities that; elected officials of
a primary governnent are financially accountable for the entity or the
nature and significance of the relationship between the entity and a
primary government are such that to exclude the entity from the
financial reporting entity would render the general purpose financial
statenents m sleading or inconplete. Based upon the application of
these criteria, this report includes all prograns and activities
operated by the Authority. There were no additional entities required
to be included in the reporting entity under these criteria in the
current fiscal year. Furthernmore, the Authority is not included in
any other reporting entity on the basis of such criteria. A sumary
of each program admnistered by the Authority included in the
financial statements is provided in note 2 to assist the reader in
interpreting the general purpose financial statenents. These prograns
constitute all prograns subsidized by HUD and operated by the
Aut hority.



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

Description of prograns
a. Public Housing Program

The public housing program is designed to provide |ow cost housing
within the City of Portsmouth Metropolitan. Under this program HUD
provides funding via an annual contributions contract. These funds,
conmbined with the rental incone received from tenants, are available
solely to nmeet the operating expenses of the program

b. Capital Fund Program

The capital fund program provides funds annually, via a formula, to
Public Housing Agencies for <capital and nmanagenent activities,
i ncl udi ng noderni zati on and devel opment housi ng.

c. Housing Assistance Paynments Program — Section 8

The Authority administers a program of rental assistance paynents to
private owners on behalf of eligible |lowincone fanilies under Section
8 of the Housing and Urban Devel opment Act of 1974. The program
provi des paynents covering the difference between the naxi num rental
on a dwelling unit, as approved by HUD, and the anount of rent
contribution by a participating famly.

d. Conprehensive Grant Program

The purpose of the Conprehensive Grant Program is to provide another
source of funding to cover the cost of physical and managenent
i mprovenents and rehabilitation on existing |owincome housing and
improving the central office facilities. Funding for this programis
provi ded by grants from HUD.



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

Description of prograns (continued)
e. Public Housing Drug Elimnation Program

The Authority adm nisters the Public Housing Drug Elimnation Program
to provide its comunities with services such as comunity policing,
drug education intervention, and drug prevention prograns for youths.
Funding for the services is provided by grants from HUD and the
services fromlocal youth organizations.

2. Summary of Significant Accounting Policies
a. Basis of Accounting

The accounts of the Authority are organized on the basis of funds,
each of which is considered a separate accounting entity. The
Authority has created a nunber of funds within each enterprise fund
Each fund is accounted for by a separate set of self-balancing
accounts that conprise its assets, liabilities, fund equity, revenues,
and expenses. The individual funds account for the governnental
resources allocated to them for the purpose of carrying on specific
progranms in accordance with |aws, regulations, or other restrictions,
i ncluding those inmposed by HUD. The funds of the Authority are all
considered Proprietary Fund Types. The funds included in this
category are as foll ows:

e PHA Omed Housing Fund — This Fund accounts for all activities and
projects of the Public Housing Program (described previously)
i ncludi ng Public Housing, Conprehensive Gants and Drug Elim nation
Grants. The Authority either sets up separate funds within the PHA
Omed Housing Fund for each program or assigns a particular set of
general |edger accounts in order to account for incone and expenses
of each program separately. Al sub-accounts or funds are conbi ned
to produce the financial statenents of the Public Housing Agency

Omed Fund.

e Section 8 Fund - This fund accounts for the rental assistance
program nore fully described under the “Housing Assistance Paynents
Program” in note 1.

e Business Activities Fund - This fund accounts for fees earned

rendering contract admi nistration services to outside agenci es.



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

Sunmmary of Significant Accounting Policies (continued)
a. Basis of Accounting (continued)

Al proprietary funds are accounted for using the accrual basis of
accounti ng. In applying the provisions of Governnmental Accounting
Standards Board (GASB) Statenent No. 20, Accounting and Financial
Reporting for Proprietary Funds, the Authority applies all GASB
pronouncenents and al | Fi nanci al Account i ng St andar ds Boar d
pronouncenments which do not conflict wth or contradict GASB
Pronouncenent s.

The enterprise nethod is used to account for those operations that are
financed and operated in a nanner sinilar to private business, or
where the board has decided that the determi nati on of revenues earned,
costs incurred, and/or net incone is necessary for managenent
accountability. The intent of the governing body is that the costs
(expenses excl udi ng depreciation) of providing services to the genera
public on a continuing basis be financed or recovered primarily
t hrough user charges.

b. Use of Estinmates

The preparation of financial statenments in confornmity with generally
accepted accounting principles requires managenent to make estimates
and assunptions that affect certain reported anpbunts and discl osures.
Accordingly, actual results could differ fromthose esti mates.

c. Cash and Cash Equival ents

Cash and cash equivalents includes all cash bal ances and highly liquid
investnments with a maturity of three nonths or less. The Authority
places its tenporary cash investnments wth high credit quality
financial institutions.

d. Inventory

The Authority's inventory is conprised of nmintenance materials and
supplies. Inventory is valued at cost and the Authority uses the
first-in, first-out (FIFO flow assunption in determining cost.

The consunption nethod is used to record inventory. Under this nethod,

the acquisition of materials and supplies is recorded initially in
i nventory accounts and charged as expenditures when used.

10



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

Sunmmary of Significant Accounting Policies (continued)
e. Fixed Assets

Fi xed assets are stated at cost. Depreciation is calculated using the
straight-line nmethod over the estimted useful lives of three years to
forty years. Expenditures for repairs and nmmintenance are charged
directly to expense as they are incurred. Expenditures determned to
represent additions or betterments are capitalized.

f. I ncome Taxes

No provision for income taxes is recorded as the Authority is a non-
profit, tax exenpt entity under the Internal Revenue Code.

g. Budgets and Budgetary Accounting

The Authority is required by contractual agreenents to adopt annual
appropriated operating budgets for all its Enterprise Funds receiving
federal expenditure awards. All budgets are prepared on a HUD basis,
which is materially consistent with generally accepted accounting
principles. Al annual appropriations |apse at fiscal year end.

The Public Housing Program prepares its budget annually. The Board of
Conmi ssi oners adopts the budget through passage of a budget resolution
and submits it to HUD at |east ninety days prior to the beginning of
the fiscal year.

The Section 8 Program prepares annual budgets for each of the Housing
Program Types using HUD form 52673 - Estimate of Total Required
Contributions. The budgets are adopted by the Board of Conmi ssioners
via a budget resolution

Cash and cash equi val ents

The Authority is authorized by HUD to invest in time deposits,
certificates of deposits and obligations of the U S. Treasury.

At year end the carrying anpbunt of the Authority's deposits was
$5, 476,311 and the bank bal ances approxi mated $5, 533, 219. Al funds
are covered by the federal depository insurance or by collateral held
by the Authority's agent in the Authority’s nane.

As of June 30, 2001 all investnments consisted of tine deposits and

certificates of deposit which are reflected in cash and cash
equi val ents at June 30, 2001

11



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

Tenant Account Recei vabl es

Tenant account receivables are shown net of an allowance for doubtful
accounts of $4, 200.

Pensi on Pl an

The Authority and its enployees are nenbers of the State of GChio

Public Enployees Retirement System (P.E R S.). As a nenber of
P.ERS., enmployees are required to contribute 8.5% of earnable
salary. Enployers are required to nake contributions to the systemin
the amount of 13.55% of reportable payroll. The Authority’s

contribution for the year ended June 30, 2001 anpunted o $49, 678 which
has been charged to the enpl oyee fringe benefit account.

Capi tal Lease

Energy perfornmance contract |ease payable to a finance conpany for the
acquisition and installation of energy efficient building fixtures.
Amounts advanced under the lease total $3,547,599 wth repaynent
beginning in October, 2001. The assets and liabilities under capital
| eases are recorded at the lower of the present value of the mininum

| ease paynments or the fair value of the asset. The assets are
depreciated over the lower of their related lease terns or their
estimated productive |ives. Depreci ati on under the aforenentioned

capital |ease ampunted to $17, 406

Future mninum |ease paynents under capital |eases over the next
several years are as foll ows:

June 30, 2002 $ 513,748

2003 684, 997

2004 684, 997

2005 684, 997

2006 684, 997

Thereafter 1, 377,535

Total m ninmum | ease paynents 4,631, 271
Anobunts representing interest 1, 083, 672
Present val ue of |ease paynents 3,547,599
Less: current portion 349, 486

Capital |ease, excluding
current portion $ 3,198,113

12



10.

11.

PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

Conpensat ed Absences

The Authority uses the vesting nethod for the recording of conpensated
absences whereas benefits are accrued as of the bal ance sheet date for
whi ch paynment is probable.

Conpensat ed absences are those absences for which enployees wll be
paid, such as sick and vacation |eave. A liability for conpensated
absences that are attributable to services already rendered and that
are not contingent on a specific event that is outside the control of
the Authority and its enployees, is accrued as enployees earn the
rights to benefits.

Def erred Revenues

Def erred revenues consist of HUD operating subsidies and tenant rents
received in advance.

Contri buted Capita

The changes in contributed capital during the year ended June 30, 2001
were as foll ows:

Contributed capital as of
June 30, 2000 $ 20,991, 807

Depreci ation on fixed assets
acquired through capital
grants from HUD ( 1,591, 602)

Contributed capital as of
June 30, 2001 $ 19,400, 205

Econom ¢ Dependency

Both the PHA Owmed Housing Program and the Section 8 Program are
econom cal ly dependent on annual contributions and grants from HUD.
Both prograns operate at a loss prior to receiving the contributions
and grants.

Ri sk Managenent

Significant |osses are covered by commercial insurance for all nmjor
progranms, there have been no significant reductions in insurance
cover age. Settlement amounts have not exceeded insurance coverage
except for deducti bl es.

13



PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Notes to Financial Statenents (continued)

June 30, 2001

I nterfund Recei vabl es and Payabl es

At June 30, 2001 interfund receivabl es and (payabl es) consisted of the
fol | owi ng:

Public Section Busi ness
Housi ng 8 Activities Total s
June 30, 2001 $ 147 ( 972) 825 -

Segnent | nformation

The Authority maintains three enterprise funds; Public Housing,
Section 8 and Business Activities. Segrment infornmation for the year
ended June 30, 2001 was as foll ows:

Public Section Busi ness
Housi ng 8 Activities Total s
Operating revenues $ 1,150,988 135 71,091 1, 222,214
Depr eci ation 1,674, 310 1,131 17, 406 1, 692, 847
Operating incone 128, 594 13, 655 18, 300 160, 549
Qperating grants 3,895,172 2,007, 166 - 5,902, 338
Net incone 251, 581 27,164 18, 300 297, 045
Property, plant and
equi pnent additions 1,423,378 2,270 1, 503, 229 2,928, 877
/ (del etions) ( 32, 668) - - ( 32,668)
Net working capital 2, 389, 939 252,213 ( 482,412) 2,159, 740
Total assets 23, 664, 899 598,524 3,720, 314 27,983, 737
Material long-term
liabilities - - 3,198,113 3,198,113
Total equity 23,229,519 255, 052 18, 300 23,502, 871
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| NDEPENDENT AUDI TOR S REPORT ON COVPLI ANCE AND ON | NTERNAL
CONTROL OVER FI NANCI AL REPCRTI NG BASED ON AN AUDI T OF FI NANCI AL STATEMENTS
PERFORMED | N ACCORDANCE W TH GOVERNMENT AUDI TI NG STANDARDS

The Board of Conmi ssioners
Port smout h Metropolitan Housing Authority:

W have audited the financial statenments of Portsnouth Metropolitan Housing
Aut hority as of and for the year ended June 30, 2001, and have issued our
report thereon dated Septenber 20, 2001. We conducted our audit in
accordance with generally accepted auditing standards and the standards
applicable to financial audits contained in CGovernment Auditing Standards,
i ssued by the Comptroller General of the United States and the provisions of
the Public and I ndian Housi ng Conpliance Suppl ement dated May 29, 1996.

Conpl i ance

As part of obtaining reasonable assurance about whether Portsnouth
Metropolitan Housing Authority's financial statements are free of nmaterial
m sstatenment, we perfornmed tests of its conpliance with certain provisions
of laws, regulations, contracts and grants, nonconpliance with which could
have a direct and material effect on the determination of financial
statenent anounts. However, providing an opinion on conpliance with those
provisions was not an objective of our audit and, accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of
nonconpliance that are required to be reported under Government Auditing
St andar ds.

Internal Control Over Financial Reporting

In planning and perform ng our audit, we considered Portsnouth Metropolitan
Housing Authority’s internal control over financial reporting in order to
determi ne our auditing procedures for the purpose of expressing our opinion
on the financial statenents and not to provide assurance on the internal
control over financial reporting. Qur consideration of the internal control
over financial reporting would not necessarily disclose all matters in the
internal control over financial reporting that mght be material weaknesses.
A material weakness is a condition in which the design or operation of one
or nmore of the internal control conponents does not reduce to a relatively
low level the risk that misstatenents in anmounts that would be material in
relation to the financial statenents being audited may occur and not be

15



detected within a tinely period by enployees in the normal course of
performng their assigned functions. W noted no nmatters involving the
internal control over financial reporting and its operation that we consider
to be material weakness.

This report is intended for the information of the audit committee,
managenment and the U S. Departnent of Housing and Urban Devel opnent and

federal awardi ng agencies and is not intended to be and should not be used
by anyone other than these specified parties.

HJ FI NANCI AL GROUP, LLC

Sept ember 20, 2001
Toms River, New Jersey
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| NDEPENDENT AUDI TOR S REPORT ON COVPLI ANCE W TH REQUI REMENTS
APPLI CABLE TO EACH MAJOR PROGRAM AND | NTERNAL CONTROL
OVER COVPLI ANCE | N ACCORDANCE W TH OB Cl RCULAR A-133

The Board of Commi ssioners
Port smout h Metropolitan Housing Authority:

Conpl i ance

We have audited the conpliance of Portsmouth Metropolitan Housing Authority,
with the types of conpliance requirenments described in the US Ofice of
Managenent and Budget (OvB) G rcular A-133 Conpliance Supplenent that are
applicable to each of its mjor federal prograns for the year ended June 30,
2001. Portsmouth Metropolitan Housing Authority’s major federal prograns are
identified in the summary of auditor’s results section of the acconpanying
schedul e of findings and questioned costs. Conpliance with the requirenents
of laws, regulations, contracts and grants applicable to each of its nmjor
federal prograns is the responsibility of Portsmuth Metropolitan Housing
Authority’s managenent. Qur responsibility is to express an opinion on
Port smout h Metropolitan Housing Authority’s conpliance based on our audit.

We conducted our audit of conpliance in accordance with generally accepted
auditing standards and the standards applicable to financial audits
contained in CGovernnent Auditing Standards, issued by the Conptroller
General of the United States; and OVMB Grcular A-133, Audits of States,
Local Governnents, and Non-Profit O ganizations. Those standards and OVB
Crcular A-133 require that we plan and perform the audit to obtain
reasonabl e assurance about whether nonconpliance wth the types of
conpliance requirenents referred to above that could have a direct and
material effect on a mmjor federal program occurred. An audit includes
exam ning, on a test basis, evidence about Portsmouth Metropolitan Housing
Aut hority’s conpliance with those requirenents and performng such other
procedures, as we considered necessary in the circunstances. W believe
that our audit provides a reasonable basis for our opinion. Qur audit does
not provide a legal determination on Portsnouth Metropolitan Housing
Aut hority’s conpliance with those requirenents.
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In our opinion, Portsmouth Metropolitan Housing Authority, conplied, in all
material respects, wth the requirenents referred to above that are
applicable to each of its nmmjor federal prograns for the year ended June 30,
2001.

Internal Control Over Conpliance

The managenent of Portsmouth Metropolitan Housing Authority is responsible
for establishing and nmaintaining effective internal control over conpliance
with requirenents of laws, regulations, contracts and grants applicable to
federal prograns. In planning and performing our audit, we considered
Portsmouth Metropolitan Housing Authority’s internal control over conpliance
with requirenents that could have a direct and naterial effect on a mgjor
federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on conpliance and to test and report on
internal control over conpliance in accordance with OVMB G rcul ar A-133.

Qur consideration of the internal control over conpliance would not
necessarily disclose all matters in the internal control that mght be
mat eri al weaknesses. A material weakness is a condition in which the design
or operation of one or nore of the internal control conponents does not
reduce to a relatively low level the risk that nonconpliance with applicable
requi renents of laws, regulations, contracts and grants that would be
material in relation to a nmajor federal program being audited may occur and
not be detected within a tinely period by enployees in the normal course of
performng their assigned functions. W noted no nmatters involving the
internal control over conpliance and its operation that we consider to be
mat eri al weakness.

This report is intended for the information of the audit conmmttee,
managenment and the U S. Departnent of Housing and Urban Devel opnent and

federal awardi ng agencies and is not intended to be and should not be used
by anyone other than these specified parties.

HJ FI NANCI AL GROUP, LLC

Sept ember 20, 2001
Tons River, New Jersey
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PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Schedul e of Expenditures of Federal Awards

For the Year Ended June 30, 2001

CFDA

Federal Grantor / Program T Title Nurber
U S. Department of Housing and Urban Devel opnent:

Public and I ndi an Housi ng

Qperati ng Subsi dy 14. 850

Conpr ehensi ve Grant Prograns 14. 859

Drug Elim nation Programns 14. 854

Publ i ¢ Housi ng Capital Fund 14.872

CDBG — Econonic Devel opnent Initiative 14. 246

Lower | ncome Housi ng Assistance Paynents
Section 8 Choi ce Voucher Program 14.871
Section 8 New Construction 14.182

19

Feder al
Expendi t ur es

$ 2,196, 685
1, 028, 210

169, 994

100, 283

400, 000

1, 810, 984
196, 182

$ _ 5,902, 338



PORTSMOUTH METROPQOLI TAN HOUSI NG AUTHORI TY
Notes to Schedul e of Federal Awards

June 30, 2001

Basis of Presentation

The acconpanying schedule of expenditures of federal awards includes
the federal grant activity of Portsnouth Metropolitan Housing Authority
and is presented on the accrual basis of accounting. The information
in this schedule is presented in accordance with the requirenments of
OVB Circular A-133, Audits of States, Local Governnents, and Non-Profit
Organi zations. Therefore, sone anounts presented in this schedule my
differ from amounts presented in, or used in the preparation of the
basi ¢ financial statenents.
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PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Schedul e of Findings and Questioned Costs

June 30, 2001

Sunmary of Auditor’s Results

Fi nanci al Statenent Section

1. Type of auditor’s report issued:
2. Internal control over financial reporting
a. Material Wakness(es) identified?

b. Were reportable conditions identified not
considered to be material weaknesses?

3. Nonconpliance material to the financial statenments?

Federal Awards Section

1. Dollar threshold used to distinguish
Bet ween type A and type B prograns:

2. Auditee qualified as lowrisk Auditee?

3. Type of auditor’'s report on conpliance
for major prograns:

4. Internal control over nmmjor prograns:
a. Material weakness(es) identified?

b. Were reportable conditions identified
not considered to be materi al weaknesses?

c. Any audit findings disclosed that are required
to be reported in accordance with OvB Circul ar

Unqual i fied

No

None reported

No

$300, 000

No
Unqual i fied
No

None reported

A-133 (section .510(a)) No
5. ldentification of mmjor prograns:
CFDA Nunber Nane of Federal Program
14. 850 Publ i ¢ Housi ng Operating Subsidy
14. 859 Conpr ehensi ve Grant Program
14. 871 Section 8 Choi ce Voucher Program
14. 246 CDBG — Economi c Devel opnent Initiative
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PORTSMOUTH METROPCLI TAN HOUSI NG AUTHORI TY
Schedul e of Findings and Questioned Costs (continued)

June 30, 2001

Sunmary of Financial Statenment Findings

There are no financial statenent findings reported.

Sunmary of Findings Related to Federal Awards

There are no findings related to federal awards reported.
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PORTSMOUTH METROPOLI TAN HOUSI NG AUTHORI TY

Certification of Actual Conprehensive G ant Program Costs
Proj ect Nunmber OH16P010707

June 30, 2001

The actual costs of the Conprehensive G ant Program Costs, Project
Nunber COHL6POL0707 are as foll ows:

Grant Excess /

I ndi vi dual Funds Act ual Funds (Deficiency)
Pr oj ect Appr oved Cost s Advanced of Funds
OH16POL0707 $ 1,226,172 1,226,172 1,226,172 -
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PORTSMOUTH METROPOLI TAN HOUSI NG AUTHORI TY

Certification of Actual Drug Elimnation G ant Program Costs
Proj ect Number OH16DEP0100199

June 30, 2001

The actual costs of the Drug Elinmination Grant Program Project Nunber
OH16DEP0100199 are as foll ows:

G ant Excess /

I ndi vi dual Funds Act ual Funds (Deficiency)
Pr oj ect Appr oved Cost s Advanced of Funds
OH16DEP0100199 $ 194,867 194, 867 194, 867 -
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PORTSMOUTH METROPOLI TAN HOUSI NG AUTHORI TY

Certification of CDBG - EDI G ant Program Costs
Proj ect Number B-99- SP- OH 0249

June 30, 2001

The actual costs of the CDBG - EDI Grant Program Project Nunber B-99-
SP-OH 0249 are as foll ows:

G ant Excess /
I ndi vi dual Funds Act ual Funds (Deficiency)
Pr oj ect Appr oved Cost s Advanced of Funds
B- 99- SP- OH 0249 $ 400, 000 400, 000 400, 000 -
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PORTSMOUTH METROPOLITAN HOUSING AUTHORITY

Financial Data Schedule (FDS) - All Enterprise Funds

June 30, 2001

Community Comprehensive Public Housing Section 8 Housing Section 8 Rental Section 8 New
Development Block | Grant Program Drug Elimination Capital Fund Choice Vouchers Section 8 Rental Voucher Program Construction
Account Description Low Rent 14.850 Grant 14.859 Program 14.854 Program 14.857 Certificate Program 14.855 Program 14.856 Business Activities TOTAL
Line Item #
ASSETS:
CURRENT ASSETS:
Cash:
111 Cash - unrestricted 2,487,975 464,109 - 128,416 14,190 3,094,690
112 Cash - restricted - modernization and development 2,213,002 2,213,002
113 Cash - other restricted 66,947 18 66,965
114 Cash - tenant security deposits 101,654 101,654
100/ | {Total cash 2,656,576 - - - 464,127 - - 128,416 2,227,192 5,476,311
Accounts and notes receivables:
121 Accounts receivable - PHA projects - -
122 Accounts receivable - HUD other projects 997 27,815 1,695 30,507
124 Accounts receivable - other government -
125 Accounts receivable - miscellaneous 500 6,474 6,974
126 Accounts receivable- tenants - dwelling rents 7102 7102
126.1 Allowance for doubtful accounts - dwelling rents (4,200) (4,200)
126.2 Allowance for doubtful accounts - other -
127 Notes and mortgages receivable- current -
128 Fraud recovery -
128.1 Allowance for doubtful accounts - fraud - -
129 Accrued interest receivable 27,782 27,782
120, | |Total receivables, net of allowances for doubtful accounts 31,184 - 997 27,815 1,695 - - - - 6,474 68,165
Current investments
131/ | |Investments - unrestricted - -
s 132 | |Investments - restricted -
) T z
D 142| | |Prepaid expenses and other assets 59,697 2,985 - 157 62,839
143 Inventories 19,222 19,222
143.1] | |Allowance for obsolete inventories -
144 Interprogram - due from 28,133 - - - 825 28,958
146| | |Amounts to be provided -
150} {TOTAL CURRENT ASSETS 2,794,812 - 997 27,815 1,695 467,112 - - 128,573 2,234,491 5,655,495
NONCURRENT ASSETS:
Fixed assets:
161 Land 1,427,333 17,034 1,444,367
162 Buildings 38,427,838 400,000 1,635,318 69,094 1,485,510 42,017,760
163 Furniture, equipment & machinery - dwellings 5,904 - 5,904
164 Furniture, equipment & machinery - administration 574,000 67,668 7,331 5,556 29,277 - - 683,832
165 Leasehold improvements 17,719 17,719
166 | |Accumulated depreciation (21,737,870) (13,333) (45,004) (657) (632) (26,438) - - (17,406) (21,841,340)
160{ | |Total fixed assets, net of accumulated depreciation 18,697,205 386,667 1,675,016 6,674 74,018 2,839 - - - 1,485,823 22,328,242
Other non-current assets:
171] | |Notes and mortgages receivable - non-current -
172| | [Notes and mortgages receivable-non-current - past due -
174| | |Other assets - - -
175{ | |Undistributed debits -
176/ | {Investment in joint ventures -
180 {TOTAL NONCURRENT ASSETS 18,697,205 386,667 1,675,016 6,674 74,018 2,839 - - - 1,485,823 22,328,242
190{ TOTAL ASSETS 21,492,017 386,667 1,676,013 34,489 75,713 469,951 - - 128,573 3,720,314 27,983,737




PORTSMOUTH METROPOLITAN HOUSING AUTHORITY

Financial Data Schedule (FDS) - All Enterprise Funds

June 30, 2001

Community Comprehensive Public Housing Section 8 Housing Section 8 Rental Section 8 New
Development Block |~ Grant Program Drug Elimination Capital Fund Choice Vouchers Section 8 Rental Voucher Program Construction
Account Description Low Rent 14.850 Grant 14.859 Program 14.854 Program 14.857 Certificate Program 14.855 Program 14.856 Business Activities TOTAL
Line Item #
LIABILITIES AND EQUITY:
Liabilities:
Current Liabilities:

311} | [Bank overdraft -

312| | |Accounts payable < 90 days - -

313| | |Accounts payable > 90 days past due - -

321} | |Accrued wage/payroll taxes payable 50,229 - 827 1,695 3,326 - 175 901 57,153

322| | |Accrued compensated absences 130,154 24,042 - 1,265 2,201 157,662

324| | |Accrued contingency liability -

325/ | |Accrued interest payable 151,313 151,313

331} | |Accounts payable - HUD PHA programs 30,412 62,928 - 74,871 168,211

332| | |Accounts payable - PHA projects -

333| | |Accounts payable - other government 23,506 23,506

341} | Tenant security deposits 101,442 101,442

342 | |Deferred revenue 1,195 160,000 - 15,875 177,070

343/ | |Current portion of L-T debt - capital projects 349,486 349,486

344/ | \Current portion of L-T debt - operating borrowings -

345| | |Other current liabilities -

346] | Accrued liabilities - other 67,934 18 67,952

347 Interprogram - due to - 997 26,989 - 923 - 49 - 28,958

310{ :TOTAL CURRENT LIABILITIES 404,872 - 997 27,816 1,695 251,237 - - 92,235 503,901 1,282,753

NONCURRENT LIABILITIES:

351 | [Long-term debt, net of current - capital projects 3,198,113 3,198,113
o 352| | |Long-term debt, net of current - operating borrowings -
@ 353] | [Non-current liabilities- other - - -

350{ {TOTAL NONCURRENT LIABILITIES - - - - - - - - 3,198,113 3,198,113

300, {,TOTAL LIABILITIES 404,872 - 997 27,816 1,695 251,237 - - 92,235 3,702,014 4,480,866

EQUITY:
501 | {Investment in general fixed assets -
Contributed Capital: -

502/ | |Project notes (HUD) -

503| | |Long-term debt - HUD guaranteed -

504, | Net HUD PHA contributions 18,611,173 789,032 - - 19,400,205

505/ | {Other HUD contributions -

507| | |Other contributions - -

508 Total contributed capital 18,611,173 - 789,032 - - - - - - - 19,400,205

Reserved fund balance:

509 | |Reserved for operating activities -

510| | |Reserved for capital activities -

511 Total reserved fund balance - - - - - - - -

512} | |Undesignated fund balance/retained earnings 2,475,972 386,667 885,984 6,673 74,018 218,714 - 36,338 18,300 4,102,666

513| .TOTAL EQUITY 21,087,145 386,667 1,675,016 6,673 74,018 218,714 - - 36,338 18,300 23,502,871

600, ;TOTAL LIABILITIES AND EQUITY 21,492,017 386,667 1,676,013 34,489 75,713 469,951 - - 128,573 3,720,314 27,983,737

Proof of concept




PORTSMOUTH METROPOLITAN HOUSING AUTHORITY
TILIT

Financial Data Schedule (FDS) - All Enterprise Funds

June 30, 2001

Community Drug Elimination Public Housing Section 8 Housing Section 8 Rental Section 8 New
Dev Block : Compi Grant|  Grant Program Capital Fund Choice Vouchers Section 8 Rental Voucher Program Construction
Account Description Low Rent 14.850 Grant Program 14.859 14.854 Program 14.857 Certificate Program 14.855 Program 14..856 Business Activities TOTAL
Line Item #
REVENUE:
703} Net tenant rental revenue 1,113,247 1,113,247
704! {Tenant revenue - other 25,538 25,538
705! | |Total tenant revenue 1,138,785 - - - - - - - - 1,138,785
706; {HUD PHA grants 2,196,685 400,000 1,028,210 169,994 100,283 1,810,984 - 196,182 5,902,338
708; Other government grants -
711} iInvestment income - unrestricted 131,246 9,638 - 3,871 144,755
712 {Mortgage interest income -
714! {Fraud recovery -
715; {Other revenue 12,203 135 71,091 83,429
716 |Gain or loss on sale of fixed assets (2,085) (2,085)
720} {Investment income - restricted - - - - -
[
700 TOTAL REVENUE 3,476,834 400,000 1,028,210 169,994 100,283 1,820,757 - - 200,053 71,091 7,267,222
1T
EXPENSES: -
;idministrative -
911 ;idministrative salaries 416,041 68,708 9,595 10,352 138,295 7,279 23,801 674,071
912 Auditing fees 9,824 4,000 211 14,035
913 | |Outside management fees - -
914! | |Compensated absences (22,191) (1,494) (79) 2,201 (21,563)
N 915 Employee benefit contributions- administrative 123,701 10,769 1,439 1,744 37,319 1,964 3,384 180,320
© 916, | |Other operatil inistrati 145,080 6,086 151,629 2,197 59,159 2,476 5,773 372,400
T‘enam services -
921 Tenant services - salaries 72,274 72,274
922 Relocation costs 227 227
923 Employee benefit contributions- tenant services 22,203 22,203
924 Tenant services - other 3,995 3,995
931 ‘Water 126,028 26 1 126,055
932 Electricity 311,505 1,303 69 312,877
933 Gas 297,674 559 29 298,262
934 Fuel -
935 Labor -
937 Employee benefit contributions- utilities -
938 Other utilities expense 161,777 32 2 161,811
Ordinary mait 1ce & Of -
941 Ordinary maintenance and operations - labor 578,972 578,972
942 Ordinary maintenance and operations - materials & other 137,013 11,694 11,340 160,047
943 Ordinary maintenance and operations - contract costs 264,159 264,159
945 Employee benefit contributions- ordinary maintenance 171,278 171,278




PORTSMOUTH METROPOLITAN HOUSING AUTHORITY
T

Financial Data Schex

dule (FDS) - All Enterprise Funds

June 30, 2001

Community Drug Elimination Public Housing Section 8 Housing Section 8 Rental Section 8 New
Dev Block {Comp ive Grant| ~ Grant Program Capital Fund Choice Vouchers Section 8 Rental Voucher Program Construction
Account Description Low Rent 14.850 Grant Program 14.859 14.854 Program 14.857 Certificate Program 14.855 Program 14..856 Business Activities TOTAL
Line Item #

Protective services -

951 P‘roleclive services - labor -

952 Protective services- other contract costs -

953 Protective services - other -

955 Employee benefit contributions- protective services -

General expenses -
961 Iﬁsurance premiums 80,174 4,552 240 84,966
962 Other general expenses 165 2,061 2,226
963 Payments in lieu of taxes 23,506 23,506
964 Bad debt - tenant rents 11,721 11,721

965 Bad debt- mortgages -

966 Bad debt - other -

967 Interest expense - -
968 Severance expense 5,387 2,420 127 226 8,160
969 TOTAL OPERATING EXPENSES 2,940,286 - 99,545 162,663 25,633 246,171 - - 12,319 35,385 3,522,002

970

EXCESS OPERATING REVENUE OVER OPERATING EXPENSES 536,548 400,000 928,665 7,331 74,650 1,574,586 - - 187,734 35,706 3,745,220
\ 971 Extraordinary maintenance 15,129 15,129
8 972 Casualty losses - non 6,174 6,174
' 973 Housing assistance payments 1,550,753 183,272 1,734,025
974 Depreciation expense 1,617,006 13,333 42,681 658 632 1,131 17,406 1,692,847

975 Fraud losses -

976 Capital outlays- governmental funds -

977 Debt principal payment- governmental funds -

978 Dwelling units rent expense -
900 TOTAL EXPENSES 4,578,595 13,333 142,226 163,321 26,265 1,798,055 - - 195,591 52,791 6,970,177

OTHER FINANCING SOURCES (USES) -

1001 Operating transfers in -

1002 Operating transfers out -

1003 Operating transfers from/to primary government - -

1004 Operating transfers from/to component unit -

1005 Proceeds from notes, loans and bonds -

1006 Proceeds from property sales -

1010 TOTAL OTHER FINANCING SOURCES (USES) - - - - - - - - - -
1000 EXCESS (DEFICIENCY) OF REVENUE OVER EXPENSES (1,101,761) 386,667 885,984 6,673 74,018 22,702 - - 4,462 18,300 297,045

AN




PORTSMOUTH METROPOLITAN HOUSING AUTHORITY
T

Financial Data Schedule (FDS) - All Enterprise Funds

June 30, 2001

Community Drug Elimination Public Housing Section 8 Housing Section 8 Rental Section 8 New
Development Block {Comprehensive Grant| ~ Grant Program Capital Fund Choice Vouchers Section 8 Rental Voucher Program Construction
Account Description Low Rent 14.850 Grant Program 14.859 14.854 Program 14.857 Certificate Program 14.855 Program 14..856 Business Activities TOTAL
Line Item #
MEMO ACCOUNT INFORMATION:

1101 | |Capital contributions -

1102} | |Debt principal payments - enterprise funds -
1103; | |Beginning equity 21,515,349 - 1,450,909 11,680 - 139,313 56,699 31,876 23,205,826

1104 | |Prior period adjustments and equity transfers 673,557 (661,877) (11,680) 196,012 (139,313) (56,699) -

1105; | |Changes in absence liability (in the GLTDAG) -

1106 | |Changes in contingent liability balance (in the GLTDAG) -

1107} | |Changes in unrecognized pension transition liability in the GLTDAG) -

1108 | |Changes in special term/severance benefits liability (in the GLTDAG) -

1109 (‘:hanges in allowance for doubtful accounts - dwelling rents -

1110} | |Changes in allowance for doubtful accounts - other -

& [l i
' 1112 Depreciation “add back" 1,591,602 - - - 1,591,602
1113 Maximum annual contributions i 1t (per ACC) 1,845,246 593,280 2,438,526

1114; | |Prorata maximum annual contributions applicable to a -

period of less than twelve months -
1115 Contingency reserve, ACC program reserve 593,544 574,679 1,168,223
1116 TOTAL OTHER FINANCING SOURCES (USES) - - - - - 2,438,790 - - 1,167,959 3,606,749
1120 Unit months available 10,524 7,392 - 1,428 19,344
1121 Number of unit months leased 10,317 6,708 - 1,415 18,440

Equity Roll Forward Test

Calculation from R/E 21,087,145 386,667 1,675,016 6,673 74,018 218,714 - - 36,338 18,300 23,502,871
B/S Line 513 21,087,145 386,667 1,675,016 6,673 74,018 218,714 - - 36,338 18,300 23,502,871




88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370
Facsimile  614-466-4490

PORTSMOUTH METROPOLITAN HOUSING AUTHORITY

SCIOTO COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
APRIL 2, 2002
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