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Goldie Roberts

Certified Public Accountant
8518 S Kays Chapel Rd.
Fredericksburg, IN 47120

INDEPENDENT AUDITOR'S REPORT

Board of Commissioners

Housing Authority of the City of Fountain
501 East Iowa Ave.

Fountain, CQO 80817-2252

Report on the Financial Statements

I have audited the accompanying financial statements of the Housing Authority of the City
of Fountain (“the Authority”) which comprise the Statement of Net Position as of December
31, 2016, and the related Statements of Revenues, Expenses and Changes in Fund Net Position,
and Cash Flows for the year then ended, and the related Notes to the Financial Statements,
which collectively comprise the Housing Authority of the City of Fountain’s financial
statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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. BAn 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.

COpinion

In my opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Housing Authority of the City of Fountain as of
December 31, 2016, and the changes in financial position and cash flows thereof for the
year then ended in accordance with accounting principles generally accepted in the United
States of America.



Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
Management’s Discussion and Analysis on pages i through ix be presented to supplement the
financial statements. Such information, although not a part of the financial statements, is
required by the Govermmental 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. I have applied certain limited procedures to
the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consistency with
management’s responses to my inguiries, 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 Supplementary Information

My audit was conducted for the purpose of forming an opinion on the Authority’'s financial
statements as a whole. The accompanying Financial Data Schedule, Schedule of Expenditures
of Federal Awards, as required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principals and Audit Requirements for Federal
Awards, and the other supplemental information as listed in the table of contents are
presented for purposes of additional analysis and are not a required part of the financial
statements.

In regard to, the Financial Data Schedule, Schedule of Expenditures of Federal Awards, and
the other supplemental information as listed in the table of contents, such 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. Such 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 ABmerica. In
my opinion, the Financial Data Schedule, Schedule of Expenditures of Federal Awards, and
the other supplemental information as listed in the table of contents is fairly stated, in
all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, I have also issued my report dated May 9,
2017 on my consideration of the Housing Authority of the City of Fountain’s internal control
over financial reporting and on my tests of its compliance with certain provisions of laws,
regqgulations, contracts and 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 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 Housing
Authority of the City of Fountain’s internal control over financial reporting and

&ld i Pobots

Certified Public Accountant

Fredericksburg, Indiana
May 9, 2017




Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016

Management’s Discussion and Analysis (MD&A) is an element of the reporting model adopted by the
Governmental Accounting Standards Board (GASB) in their Statement No. 34 Basic Financial
Statements — and Management’s Discussion and Analysis — for State and Local Governments issued
June 1999,

Our discussion and analysis of the Housing Authority of the City of Fountain, Colorado (Housing
Authority) financial performance provides an overview of the Housing Authority’s financial activities
for the fiscal year ended December 31, 2016. Please read the MD&A in conjunction with the Housing
Authority’s financial statements.

For accounting purposes, the Housing Authority is classified as an enterprise fund. Enterprise funds
account for activities similar to those found in the private business sector, where the determination of
net income is necessary or useful to sound financial administration. Enterprise funds are reported
using the full accrual method of accounting in which all assets and all liabilities associated with the
operation of these funds are included on the balance sheet. The focus of enterprise funds is on income
measurement, which, together with the maintenance of equity, is an important financial indication.

Financial Highlights

Total assets of the Authority for the year ended December 31, 2016 were $3,701,835. Total liabilities
were $1,359,763. Total assets exceeded liabilities by $2,216,931 (net position). The Housing
Authority’s net position increased by $41,005 during the year ended December 31, 2016.

Total revenues for the year ended December 31, 2016 were $2,481,587. Total expenditures for the
year ended December 31, 2016 were $2,440,582. Revenues exceeded expenditures by $41,005 for the
year.

Overview of the Financial Statements

This annual report consists of Management’s Discussion and Analysis, the financial statements, and
notes to the financial statements. Management’s Discussion and Analysis provides a narrative of the
Authority’s financial performance and activities for the year ended December 31, 2016. The
statements provide readers with a broad overview of the Authority’s finances. The notes provide
additional information that is essential to a full understanding of the data provided in the financial
statements.



Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016

(Continued)

The financial statements consist of three statements:

The Statement of Net Position presents information on all the Authority’s assets and liabilities,
with the difference between the two reported as net position. Over time, increases or decreases
in net position may serve as a useful indicator of whether the financial situation of the Housing
Authority is improving,.

The Statement of Revenues, Expenses and Changes in Fund Net Position represent information
showing how the Housing Authority’s net position changed during the most recent fiscal year.
All changes in net position are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing related to cash flows, Certain revenues and expenses
are reported in this statement that will result in cash flows in future periods.

The Statement of Cash Flows presents information showing how the Housing Authority’s cash
changed during the most recent fiscal year. It shows the sources and uses of cash.

HUD has established Uniform Financial Reporting Standards that require the Housing Authority to
submit financial information electronically to HUD using the FDS format. This financial information
has been electronically transmitted to the Real Estate Assessment Center (REAC) for the year ended
December 31, 2016.

Housing Authority Activities and Highlights

The Housing Authority provided housing assistance to over 8§34 individuals living in 40 public housing
units, 14 section 8 new construction units; 64 affordable housing units and 240 Section 8 Housing
Choice Voucher funded units. The Housing Choice Voucher Program administrative fees that were
earned by the Housing Authority for operating the program were subject to a pro-ration of funding
from the federal government in the amount of 80%.

HUD conducts Public Housing Assessment System (PHAS) reviews of the Public Housing Program.
PHAS is a comprehensive review of the operations of the program and includes; the Physical
Conditions, Financial Accountability, Management Operations and Operation of the Capital Fund
Program. High Performer designation is given to Housing Authorities scoring 90% or higher on their
PHAS assessment. HUD released a PHAS score of 91 for the Housing Authority in 2016 qualifying
the Housing Authority for Small PHA deregulation (SPD) based on the number of ACC units and the
Housing Authority’s previous PHAS score and designation as a “High Performer”.

HUD conducts a Section Eight Management Assessment Program (SEMAP) review every other year.
This review measures the performance of public housing agencies Section 8 Housing Choice Voucher
Program in 14 key areas. The Housing Authority was assessed under SEMAP in 2016 receiving a final
score of 100% and the designation of “High Performer”.

ii




Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016
(Continued)

A tight rental market continues to challenge the Housing Authority’s ability to lease-up families under
the program. The Housing Authority is working to increase its lease-up percentage through outreach
to area landlords, review of payment standards and the establishment of a project-based voucher
program.

Financial Analysis

The Housing Authority’s financial statements are the Statement of Net Position and the Statement of
Revenues, Expenses and Changes in Net Position. The Statement of Net Position provides a summary
of the Housing Authority’s assets and liabilities as of the close of business on December 31, 2016. The
Statement of Revenues, Expenses and Changes in Net Position summarizes the revenues and sources
of those revenues generated during the year ended December 31, 2016 and the expenses incurred in
operating the Housing Authority for the year ended December 31, 2016.

iii



Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016
(Continued)

Statement of Net Position

ASSETS FYE Dec. 31, FYE Dec. 31, Net Change
2016 2018

Curreni Assets
Cash and cash equivalents $ 1,097,418 $ 1,115,289 $ (17,871}
Restricted cash & cash equivalents 634,523 462,044 172,479
Accounts receivable 10,058 0,946 112
Prepaid Expense 5,561 5,310 251
Inventory 19.379 18,918 461

Total Current Assets

Capital Assets

1,766,939

1.611,507

— 155,32

Land and other nondepreciable assets 320,136 320,136 0
Depreciable capital assets, net 1,238.648 1,296,445 57.797
Total Capital Assets _ 1,558,784 1,616,581 57,797
Other Assets 376,112 376.112 0
Total Assets § 3701835 § 3604200 §  97.635
LIABILITIES
Current liabilities
Accounts Payable b 18,045 b 17,135 3 910
Accrued liabilities 56,845 18,577 {(21,7131)
Current portion of long term liabilities 71,870 66,689 5,181
Payable from restricted cash
and cash equivalents:
Tenant’s security deposits 51,027 51,324 297
Deferred revenue 16,308 7.010 9,298
Total Current Liabilities 214.096 220,735 {6.639)
Noncurrent Liabiities
Other noncurrent liabilities 109,243 94,766 14,477
Notes payable 1,036,424 1,112,773 ( 76,349)
Total Nencurrent Liabilities 1,145,667 1,207,539 {61.872)
Total Liabilities $ 1350763 § 1428274 § (68511
Deferred inflow of resources g 12304 & 0 £ 125,141
Net Position
Net investment in capital assets 5 450,490 $ 437,119 5 13,371
Restricted 446,459 410,720 35,739
Unrestricted 1,319,982 1,328,087 (8.105)
Total Net Position $ 2216931 § 2175926 8 41005

iv




Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016

(Continued)

Significant Changes in the Statement of Net Position

Restricted cash and cash equivalents increased from $ 462,044 in FY 2015 to § 634,523.00 in FY 2016
due to the receipt from HUD of Housing Assistance Payments and Adnnmstrahve fees in December
2017 for January 2017.

Capital assets decreased from $1,616,581 in FY 2015 to $1,558,784 in FY 2016 due to the depreciation
of the assets.

Long-term Elebt, net of current decreased from $1,112,773 in 2015 to $1,036,424 in 2016 due to

payment of mortgage principal for the Fountain Mesa Court Townhomes and the Fountain Townhomes
during the year.



Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis

December 31, 2016
(Continued)
Changes in Net Position
FYE FYE
OPERATING REVENUES Dec. 31, 2016 Dec. 31, 2015 Net Change
Rental income $ 583,786 5 573,676 5 10,110
Other income 20,065 57.974 (37.909)
TOTAL OPERATING REVENUE 603,851 631,650 (27,799)
OPERATING EXPENSES
Administrative 341,666 348,898 (7,232)
Tenant services 0 0 0
Utilities 95,331 98,490 (3,159)
Ordinary meintenance and operation 254,024 264,707 (10,683)
General expense 68,371 72,936 {4,565)
Housing assistance payments 1,509,677 1,526,131 (16,454)
Depreciation expense 122,465 120,101 2.364
TOTAL OPERATING EXPENSES 2.391.534 2,431,263 (39,729)
OPERATING INCOME (L.OSS) (_1.787.683) ( 1.799.613) 11,930
NONOPERATING REVENUES (EXPENSES)
Federal grants 1,870,901 1,835,231 35,670
Interest expense {49,048} (63,021) 13,973
Interest income 6.835 17.813 (10.978)
TOTAL NONOPERATING INCOME 1.828.688 1,790,023 38,665
CHANGE IN NET POSITION 41.005 (9.590) 50,595
TOTAL NET POSITION — BEGINNING OF YEAR 2,175926 2,185,516 (9.590)
TOTAL NET POSITION ~ END OF YEAR ... 2216931 5 2175926 § ___ 41.005
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Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016

(Continued)

Operating Revenue and Expenses

During the year there was a decrease in the receipt of other income due to the completion of the Black
Hills Energy rebate program in 2015. Funds were expended in 2014 to install energy efficient
improvements to the Fountain Townhomes and the Fountain Mesa Court Townhomes. Rebates from
Black Hills Energy for the improvements were received in 2015. The Housing Authority did not
participate in such a program during 2016.

Nonoperating Revenue and Expenses

Federal grants increased from $1,835,231 in FY 2015 to $1,870,904 in FY 2016 due to the receipt of
funds for January 2017 in December of 2016 for operating the Housing Choice Voucher Program.

Interest expense decreased due to the reduction in the interest rate on the Fountain Mesa Court
Mortgage held by the Colorado Housing and Finance Authority.

Changes in Net Position

Net position increased 2016 due to the receipt of funds for January 2017 in December of 2016 for
operating the Housing Choice Voucher Program.

Financial Position and Results of Operations

The Housing Authority’s net position increased from $2,175,926 2015 to $2,216,931 in the amount of
$41,005. The increase in net position is due to the receipt of funds for January 2017 in December of
2016 for operating the Housing Choice Voucher Program.

vii



Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016
(Continued)

Capital Assets

Capital Assets are the largest asset reflected on the Authority’s statement of net position. The
following is a summary of capital assets owned by the Authority at December 31, 2016:

Land

Buildings

Furniture and equipment
Leasehold Improvements
Construction in Progress

Less: Accumulated Depreciation
Capital Assets, net

Capital Assets at December 31, 2015
2016 Depreciation

Assets Purchased, net of disposals
Capital Assets at December 31, 2016

Debt Administration

$ 259,361
3,611,632
362,016
622,864
60715
4,916,648
{3.357.864)
$1.558,784

$ 1,616,581
(122,465)
64,668
1,558.78

The largest liability of the Authority consists of mortgages on the Fountain Mesa Court Townhomes
and the Fountain Townhomes. Debt service requirements to maturity are as follows:

Debt service requirements to maturity are as follows:

Principal
2017 § 71,870
2018 77,460
2019 83,490
2020 89,994
2021 97,011
2022-2026 192,670
2027-2031 123,190
2032-2035 253,305
2044 119,303
Total 1,108,293

$

Interest
53,611
48,021
41,992
35,487
28,470
71,999
35,350
16,088

0

3310

viii

Total

$ 125,481
125,481
125,481
125,481
125,481
264,670
158,540
269,393
_119.303

$ 1439312




Housing Authority of the City of Fountain
Fountain, Colorado

Management’s Discussion and Analysis
December 31, 2016 (Continued)

Debt Administration (cont.)

Transferred/ Forgiven/
12/31/15 Reclassed  Retired 12/31/16

Long Term Debt $1.179462 § 0 § 71,169 $1,108.293

Debt decreased for the year by $71,169 due to monthly principal payments.

Subsequent Events

The Housing Authority is eligible to receive $54,002 in operating subsidy for Grinde Manor in 2017.
The total amount of funding that will be available is subject to a final proration determination by HUD.
The funding available for Housing Assistance Payments under the Housing Choice Voucher Program
as well as the Administrative fees is uncertain at this time but the Housing Authority expects a
proration of 94% for Housing Assistance Payments and a proration of 84% for Administrative Fees.

The Housing Authority has $91,225 of capital funds available for operating costs and capital
improvements at Grinde Manor from HUD approved allocations in 2015 and 2016. The amount of
$93,227 has been designated to help pay for improvements set forth in the Five-Year Capital Action
Plan for the years 2015-2019. The remaining funds of $17,998 have been designated for operating
expenses of Grinde Manor.

A Housing Assistance Payment Contract for the Fountain Townhomes was executed for 2017 that
includes a 1.022% increase in the rent rate for the Fountain Townhomes for 2017.

Request for Information

This financial report is designed to provide a general overview of the Authority’s accountability for all
those interested. If you should have additional questions regarding the financial information, you can
contact our office in writing at the following address:

Housing Authority of the City of Fountain
Attn; Katherine Roby, Executive Director
501 E. Iowa Avenue
Fountain, CO 80817

ix
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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

STATEMENT OF NET FPOSITICON
DECEMBER 31, 2016

ASSETS
Current Assets

Cash and cash eguivalents

Restricted cash & cash equivalents

Accounts receivable, net

Prepaid expenses

Inventory

Total Current Assets

Capital Assets
Land and other nondepreciable assets
Pepreciable capital assets, net
Total Capital Assets

Other Assets

Total Assets

LIABILITIES
Current liabjilities
Accounts payable
BAeccrued liabilities
Current portion of long term debt
Payable from restricted cash and
and cash equivalents:
Tenant's security deposits
Unearned revenue
Total Current Liabilities

Nongcurrent Liabilities

Other noncurrent liabilities
Notes payable
Total Noncurrent Liabilities

Total Liabilities

Deferred inflow of resources

NET POSTTION

Net investment in capital assets
Restricted

Unrestricted

Total Net Position

The accompanying notes are an integral part of these financial statements

1,097,418
634,523
ic,058
5,561
19,379

1,766,938

320,136
1,238,648

1,558,784

376,112

3,701,835

18,045
56,846
71,870

51,027
16,308

214,096

109,243
1,036,424

1,145,667

1,358,763

125,141

450,490
448,459
1,318,982

2,216,931




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

STATEMENT OF REVENUES, EXPENSES AND CHANGES TN FUND NET POSITION
FOR THE YEAR ENDED DECEMBER 31, 2016

" OPERATING REVENUES

Rental income 5 583,786
Other income 20,065
TOTAL OPERATING REVENUE 603,851

- QPERATING EXPENSES

. Administrative 341,666
ttilities 95,331
Ordinary maintenance and operation 254,024
» General expense 68,371
Housing assistance payments 1,509,677
Depreciation expense 122,465
TOTAL OPERATING EXPENSES 2,391,534
= OPERATING INCOME (LOSS) (1,787,683)

NONOPERATING REVENUES / (EXPENSE)

Federal operating grants 1,870,901

Interest expense {49,048)

Interest income 6,835

- TOTAL NONOPERATING REVENUES / (EXPENSE) 1,828,688
- CHANGE IN NET POSITICN 41,005
L] TOTAL NET POSITION — BEGINNING OF YEAR 2,175,926
TOTAL NET POSITION — END OF YEAR 5 2,216,931




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2016

CASH FLOWS FROM OPERATING ACTIVITIES

Receipts from tenants and other deposits $ 738,178
Payments to vendors {296,671)
Payments to landlords {(1,509,677)
Payments to employees {470,074}

Net Cash Used by COperating Activities {1,538,244)

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Federal operating grants received 1,870,901

Net Cash From Noncapital Financing Activities 1,870,901

CASH FLOWS FROM CAPITAY, AND RELATED FINANCING ACTIVITIES

Principal paid on notes {71,168)
Acquisition and construction of capital assets (64, 668)
Interest payments (49,048)
Net Cash Flows Provided

Capital and Related Financing Activities (184 ,884)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest received _ 6,835
Net Cash Flowz Provided

Investing Activities 6,835

Net Increase (Dacrease) in Cash and Cash Equivalents 154,608

Cash -~ Beginning of year 1,577,333

Cash ~ End of year -] 1,731,941

Reconciliation of Cash
Unrestricted 5 1,087,418

Restricted 634,523
“ $ 1,731,941

Continued




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Coloradoe

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2016
(CONTINUED)

RECONCILIATION OF QOPERATING {I.088) TO
NET CASH USED BY OPERATING ACTIVITIES

Operating income (loss)
Adjustments to reconcile net operating income (loss) to net cash
Provided by operating activities:
Depreciation
Changes in operating assets and liabilities:
(Increase} Decrease in:
Accounts receivable
Prepaid expenses
Inventory
Increase (Decrease) in:
Accounts payable
Accrued lisbilities
Unearned revenue

Net Cash Flows Provided (Used)
by Operating Activities

The accompanying notes are an integral part of these financial statements

(1,787,683}

122,465

(112)
{251)
{461)

613
(7,254)
134,438

{1,538,244)




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016

ROTE A - Summary of Significant Accounting Policies and Organization:

The financial statements of the HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
{"the Authority"™) have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to government units. The
Government Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial
reporting principles.

The BAuthority was established under the provisions of Colorado Statutes,
to provide adequate housing at rents that persons of low-income can afford
in areas where there exists a shortage. To accomplish this purpose, the
Authority has entered into annual contributions contracts with the U.S.
Department of Housing and Urban Development {HUD} to be the Administrator
of a Low-Income Public Housing Program under Annual Contributions Contract
DEN-2319 and Section 8 Housing Assistance Program under Annual
Contributions Contracts DEN-934-E, and DEN-934-037V.

Reporting Entity

The entity dis a public corporation, legally separate, fiscally
independent, and governed by the Board of Commissioners. As required by
generally accepted accounting principles, these financial statements
present the financial position and results of operations of the Housing
Authority of the City of Fountain, a primary government. There are no
component units to be included herewith, but this report does include all
programs that are controlled by the entity’s governing body.

HOUSING AUTHORITY OF THE CITY OF FOUNTAIN

The financial statements of the Authority include the following:

At December 31, 2016, the Housing Authority has 358 units in management.

Project Units
Low Income Public Housing 40
Housing Choice Vouchers : 240
Fountain Town Homes 14
Mesa Court Town Homes 64
TOTAL 358

Basis of Presentation

In accordance with uniform financial reporting standards for HUD housing
programs, the financial statements are prepared in accordance with U.S.
generally accepted accounting principles (GRAP} as applicable to special
purpose governments engaged only in business type activities.

Proprietary funds are accounted for wusing the “economic resources”
measurement focus and the accrual basis of accounting. Accordingly, all
assets, deferred outflow of resources, liabilities, and deferred inflow of
resources are included in the Statement of Net Position.




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TC FINANCIAL STATEMENTS
DECEMBER 31, 201é
{Continued)

NOTE A -~ Summary of Significant Accounting Policies: (Continued)

The Statement of Revenues, Expenses and Changes in Fund Net Position
present increases (revenues) and decreases (expenses} in net position.
Under the Accrual basis of accounting, revenues are recognized in the
peried in which they are earned while expenses are recognized in the
period in which the liability is incurred.

This special purpose government engaged in activities similar to business
activities uses an enterprise fund to account for those operations that
are financed and operated in a manner similar to private business, or
where the Board has decided that the determination of revenues earned,
costs incurred, and/or net inconme is necessary for management
accountability. The intent of the governing body is that the costs
{expenses including depreciation} of providing services to the general
public on a continuing basis be financed or recoverad primarily through
user charges.

Generally accepted accounting principles for state and local governments
requires that resources be classified for accounting and reporting
purposes into the following net position categories:

Net ZInvestment in Capital Assets: Capital assets, net of accumulated
depreciation and outstanding principal balances of debt attributable to
the acquisition, construction or improvement of those assets.

Restricted: WNet position whose use by the Authority 4is subject +to
externally imposed stipulations that can be fulfilled by actions of the
Authority pursuant to those stipulations or that expire by the passage of
time. Such assets include assets restricted for capital acguisitions and
debt service.

Unrestricted: Net position that are not subject to externally imposed
stipulations. Unrestricted net position may be designated for sgpecific
purposes by action of management or the Authority Board or may otherwise
be limited by contractual agreements with outside parties.

Use of Enterprise Accounting - The Awnthority presents its financial
statements using enterprise accounting, as allowed by governments.
Although the Authority accounts for its programs using accounts for its
internal reporting, the Ruthority is considered to be a unified enterprise
fund for reporting purposes. Accordingly, the Authority uses the economic
resources measurement focus and the related accrual basis of accounting.
Under the economic resources measurement focus, the Authority accounts for
all assets and liabilities. Under the accrual basis of accounting
expenses are recorded when the goods and services are received,
irrespective of when paid for, and revenues are recorded as earned,
irrespective of when cash is received.




HOUSING AUTHORITY OF THE CITY OF FOUNTATN
Fountain, Colorado

NOTES TO FINANCIAIL, STATEMENTS
DECEMBER 31, 2016
(Continued)

NOTE A -~ Summary of Significant Accounting Policies: (Continued)

Budgets - Budgets are prepared on an annual basis for each major operating
program and are used as a manadgement tool throughout the accounting cycle.
The capital fund budgets are adopted on a "project length" basis.

Budget compared to actual has not been presented in this report. This
presentation has been omitted because the Authority does net annually
adopt a legally authorized budget. The Authority's budget is adopted by
the Authority's board and approved by HUD. This budget does not represent
an appropriated budget that has been signed into law or a nonappropriated
budget authorized by constitution. The Authority's budget represents
budgetary execution and management by its board and HUOD; therefore,
budgetary data and presentation is not required.

Cash and Cash * Equivalents - Deposits consist of Checking and Savings
accounts and Certificates of Deposit and are stated at fair wvalue.
Deposits are fully collateralized or vested in securities of the United
States Government and are identified specifically in the name of the
Authority. Certificates of deposit that are redeemable immediately with
little or no penalty are considered cash equivalents.

For the purposes of the Statement of Cash Flows, the Authority considers
all highly liquid deposits {including restricted assets) with a maturity
of three months or less when purchased and non negotiable Certificates of
Deposit to be cash equivalents. There were no noncash investing, capital
and financing activities during the year.

Tenant Receivables -~ Receivables for rentals and service charges are
reported at net of an allowance for doubtful accounts. The Housing
Authority Board takes monthly acticon as required to write off specific
uncollectible accounts receivable balances.

Prepaid - Prepaids represent payments made to vendors for services that
will benefit beyond December 31, 2016.

Inventories - Inventories are valued at cost, which approximates market
value, using the first-in/first/out (FIFQ) method. The consumption method
is applied and expense is charged when inventory items are used for the
units.

Interprogram Due From and Due To - During the course of its operations,
the Authority has interprogram transactions to £finance operations and
provide services. Interprogram accounts receivable and payable have been
recorded to recognize transactions between programs for which the
applicable cash transfer had not been made as of the balance sheet date.
The interprogram accounts have been eliminated for financial statement
reporting purposes.




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
PECEMBER 31, 2016
{Continued)

NOTE A - Summary of Significant Accounting Policies: (Continued)

Capital assets - Capital assets purchased are capitalized at the time of
purchase. Such assets are recorded at cost. The capitalization policy of
the Authority requires assets to be capitalized when their cost is $500.
Donated assets are recorded at falr market value at the date of donation.
Because developments and major capital repairs or improvements are
financed through cash advances from HUD, there are no capitalized interest
costs in current programs.

Depreciation of property and equipment is computed by the straight-line
method based upon the estimated useful lives of the assets as follows:

Class Life

Building & Improvements 10-40 years

Furniture, Fixtures & Equipment 3~7 years
Compensated Absences - Compensated absences are those absences for which

employees will be paid, such as vacation and sick leave. A liability for
compensated absences that is attributable to services already rendered and
that are not contingent on a specific event that is outside the control of
the Authority and its employees, is accrued as employees earn the rights
to the benefits. Compensated absences that relate to future services or
that are contingent on a specific event that is outside the control of the
Authority and its employees are accounted for in the period in which such
services are rendered or in which such events take place.

Operating Revenues and Expenses - Operating revenues and expenses
generally result from providing and producing goods and/or services in
connection with providing low income housing programs. Operating expenses
include the cost of sales and services, administrative expenses and
depreciation on capital assets. All revenues and expenses not meeting
this definition are reported as non operating revenues and expenses,

Restricted Assets - When both restricted and unrestricted resources are
available for use, it is the Authority's policy to use unrestricted
resources first, then restricted resources as they are allowed.

Use of Estimates - The preparation of financial statements in conformity
with accounting principles generally accepted in the United States of
America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of
contingent liabilities at the date of the financial statements and
reported amounts of revenues and expenses during the reporting period.
Actual results could differ from those estimates.
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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
{Continued)

NOTE A - Summary of Significant Accounting Poligies: (Continued)

ROTE B -

Leasing Activities (as Lessor} -~ The Authority is the lessor of dwelling
units primarily to low-income residents. The rents under the leases are
determined generally by the resident's income as adjusted for eligible
deductions regulated by HUD, although the resident may opt for a Fflat
rent. Leases may be cancelled by the lessee at any time. The BAuthority
may cancel the lease only for cause.

Revenues associated with these leases are recorded in the financial
statements and schedules as "Rental income®. Rental income per resident
generally remains consistent from year teo year, but is affected by general
economic conditions which impact personal income, such as local job
availability. :

Collateralized Depoaits in Bank Balances:

1. HUD Deposit Restrictions

HOD requires Authorities to invest excess HUD program funds in obligations
of the United States, certificates of deposit or any other federally
insured Instruments.

HUD also requires that deposits of HUD program funds be fully insured or

collateralized at all times. Acceptable security includes FDIC/FSLIC
insurance and the market value of securities purchased and pledged to the
political subdivision. Pursuant to HUD restrictions, obligations of the

United States are allowed as security for deposits. Obligations furnished
as security must be held by the Authority or with an unaffiliated bank or
trust company for the account of the Authority.

The Colorado Public Deposit Protection Act (PDPA) requires that all units
of local government deposit cash in eligible public depositories.
Eligibility is determined by state regulations. Amounts on deposit in
excess of federal insurance levels must be collateralized by eligible
collateral determined by the PDPA. The institution is allowed to create a
single collateral poecl for all public funds held. The pool is to be
maintained by another institution or held in trust for all the uninsured
public deposits as a group. The market value of the collateral must be at
least equal to 102 percent of the uninsured deposits.

2. Risk Disclosures

A, Interest Rate Risk: As a means of limiting its exposure to fair -value
losses arising from rising interest rates, the Authority’s investment
pelicy limits the Authority's investment portfolio to maturities not to
exceed two years at time of purchase, At December 31, 2016, the
Authority’s deposits and investments were not limited and all of which
are either available on demand or have maturities of less than two
years.
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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
{Continued)

NOTE B - Collateralized Deposits in Bank Balances: (Continued)

NOTE C -

NOTE D -

NOUE E -

B. Credit Risk: This is a risk that a security or a portfolic will lose
some or all of its wvalue due to a real or perceived change in the
ability of the issuer to repay its debt. The Authority’s investment
policy is that none of its total portfolio may be invested in securities
of any single issuer, other than the US Government, its agencies and
instrumentalities.

C. Custodial Credit Risk: This is the risk that in the event of the
failure of the counterparty, the Authority will not be able to recover
the wvalue of its investments or collateral securities that are held by
the counterparty. All of the Authority’s investments in securities are
held in the name of the Authority. The ARuthority’s custodial agreement
policy prohibits counterparties holding securities not in the
Authority’s name.

The carrying amounts of the Autherity’s cash deposits were §1,731,941 at
December 31, 2016. Bank and investment balances before reconciling items
were $1,731,941 at that date, the total amount of which was collateralized
or insured with securities held by an unaffiliated banking institution in
the Authority’s name.

Deposits consist of the following:

Deposits in Bank $ 1,097,418
Restricted cash 634,523
Total $ 1,731,841

Accounts Receivable:

-‘Bcecounts receivable at December 31, 2016, consist of the following:

Accounts receivable Miscellaneous 5 334
Tenants accounts receivable - net of allowance for

doubtful accounts of §$1,057 4,067
Accrued interest receivable 5,657

Total $ 10,058

Prepaid Expenses:

Prepaid expenses at December 31, 2016, consist of the following:

Prepaid insurance 3 5,561
Inventory:

Inventory at December 31, 2016, consists of the following:

Materials and supplies, net of allowance of $1,020 $ 19,379
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NOTE E -

NOTIE F -~

HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

Invantogx:

Materials inventories are recorded at cost.
assumption is used to determine expenditures.

NOTES TQ FINANCIAL STATEMENTS

DECEMBER 31, 2016
{Continued)

{Continued)

when inventory is consumed.

Capital Assets:

The FIFD inventory flow
Expenditures are recorded

A summary in changes in capital assets is as follows:

Capital assets, not
being depreciated:
Land
Construction in
Progress

Total Capital Assets,
Not being depreciated

Capital Assets, being
depreciated:
Buildings &
Improvements
Farniture, Equipment
& Machinery

Total Capital Assets,
being depreciated

Less Accumulated
Depreciation for:

Buildings &
Improvements
Furniture, Equipment
and Machinery

Total Accumulated
Depreciation:

Total Capital Assets,

being depreciated, net 1,296,445

Capital Assets, Net

Beginning Ending
Balance Balance
12/31/15 Increases Decreases Transfers 12/31/16
$ 259,361 § 0 s 0 § 0 s 259,361
60,775 0 0 0 60,775
320,136 0 0 1] 320,136
4,169,828 64,668 0 0 4,234,496
363,082 ] {1,066) 0 362,016
4,532,910 64,668 {1,066) 1] 4,596,512
{ 2,915,699) (103,389) 0 0 { 3,015,088)
{ 320,766) _( 19,076} 1,066 0 338,776)
{ 3,236,465) (122,465) 1,066 0 { 3,357,864)
{ 57,797} 0 0 1,238,648
$ 1,616,581 §( 57,797) & 0 5 0 § 31,558,784

Major construction renovation through the Capital Fund Grant Program costs

of $73,227 are yet to be expended under the current programs.

HUD has

approved funding for the above amount.

Depreciation expense of $122,465 was incurred during the year.
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NOTE G -

NOTE H -

NOTE I -

NOTE J -

HOUSING AUTHORITY OF THE CITY OF FOUNTATN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
{Continued)

Other Assets:

Other Assets at December 31, 2016, consist of the following:
Long term notes receivable 5 376,112

The Authority has provided a note receivable to Fountain Ridge South
Apartments, LLP. The maturity date of the note is July 1, 2044, The
interest rate is 1%.

The Housing Authority is a special limited partner in the Fountain Ridge
South Apartments LLLP. The ownership interest is .05%. The partnership
is a tax credit partnership that has 75 units in Fountain, Coloradso. The
partnership interest is recorded on the equity basis and is presently
$({675). The notes receivable are $376,112 and are secured by a lien on
the property. The notes are classified as long term because current
payments are not expected. The notes receivable are part of the financing
from the Colorado Division of Housing that were provided to the
Partnership but are required to be given to a non-profit organization such
as the Housing Authority.

Accounts Payable:

Accounts payable at December 31, 2016, consist of the following:

Vendors accounts payable $ 17,817
Accrued interest 228
Total $ 1B,045

Accrued lLiabilities:

Accrued liabilities at December 31, 2016, consist of the following:

Payments in lieu of taxes $ 400
Accrued compensated absences 13,9989
Accrued Wages 41,772
Other current liabilities 675
Total § 56,B46

Unearned Revenue:

Unearned Revenue at December 31, 2016, consist of the following:

Tenants prepaid rents $ 16,308
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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
{Continued}

NOTE K - Mortgages Payable:

NOTE L, -

Fountain Townhomes:

Long-texm debt at December 31, 2016 consists of a loan payable to Colorado
Housing and Finance Avthority and bears interest at 5.75 percent per annum
over 40 vyears. Monthly payments are 52,642 for the principal and
interest. The mortgage is secured by the property. The final payment is
due December 2033. The balance due is $342,492.

Long term debt also consists of a forgivable note payable to HUD of
$140,389. BAs long as the project remains in compliance with the terms of
the regulatory agreement this note will be forgiven. Additionally, there
is a HUD note payable of $55,492. ‘The terms of this note only require
payment when there is a positive cash flow.

Mesa Court:

The mortgage is payable to the Ceolorade Housing and Finance Authority and
bears interest at 6% per annum over 40 years. Monthly payments are
$7,376. The mortgage mnote is secured by the Project. The final payment
is due March 2023, The balance due is $450, 608.

The Project alsc has a note due to the Colorade Division of Housing for
$118, 303 the note is due in one balloon payment on June 1, 2054.

Debt service requirements to maturity are as follows:

Principal Interest Total
2017 5 71,870 5 53,611 5 125,481
2018 77,460 48,021 125,481
2019 83,490 41,992 125,481
2020 B9, 594 35,487 125,481
2021 97,011 28,470 125,481
2022~-2026 192,670 71,999 264,070
2027-2031 123,180 35,350 158,540
2032-2035 253,305 16,088 269,393
2044 119,303 0 119, 303
Total 5 1,108,293 S 331,019 § 1,439,312

Due within Total

12/31/2015 Additions Deletions 12/31/2016 one vear due

Long Term Debt $1,112,773 8 0 $ 76,349 51,036,424 § 71,870 51,108,293

Other Noncurrent Liabilities:

Other noncurrent liabilities at December 31, 2016, consist of the
following:

Accrued compensated absences:

Current
12/31/15 Additions Deletions 12/31/16 Paortion Total
5 84,766 _$ 14,477 $ 0 5 109,243 $ 13,999 § 123,242
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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAIL, STATEMENTS
DECEMBER 31, 2016
(Continued)

NOTE M — Deferred Inflows:

NOTE N -

NOTE O -

NOTE P -

NOTE Q —

Deferred inflows at December 31, 2016, consist of the following:

Prepaid HAP Contributions $ 125,141

Federal Operating Grants:

HOD contributed the following operating subsidies approved in the operating
budgets under the Annual Contributions Contracts:

Low Income Public Housing 5 73,723
Section B New Construction 120,787
Housing Choice Vouchers 1,676,391
Total % 1,870,901

Comniiments and Contingencies:

Litigation: At December 31, 2016, the Buthority was not involved in any
threatened litigation.

Examinations: The Authority is subject to possible examinations made by
federal and state authorities who determine compliance with terms,
conditions, laws, and regulations governing other grants given to the
Authority in the current and prior years. There were no examinations
during the year ended December 31, 2016.

Grant Disallowances: Amounts received or receivable from HUD are subject
to audit and adjustment by HUD. BAny disallowed claims, including amounts
already collected, may constitute a 1liability of the Authority. The
amounts, if any, of expenses which may be disallowed by the grantor cannot
be determined at this time although the Authority expects such amounts, if
any, to be immaterial.

Construction Projects: There are certain major construction projects in
progress at December 31, 2016. These include modernizing rental units at
the project sites. These projects are being funded by HUD. Funds are
requested periodically as the cost is incurred. These costs will be paid
by grants committed to the Authority by HUD.

Risk Management:

The BAuthority is exposed to various risks of losses related to torts;
theft of, damage to, and destruction of assets; errors and omissions;
injuries to employees; and natural disasters. The Authority carries
commercial insurance coverage for these risks to the extent deemed prudent
by Ruthority management. Settled claims have not exceeded this commercial
coverage in any of the past 3 years.

Contingencies - Taxpayer’s Bill of Rights:

In November 1992, the voters of the BState of Colorado approved an

amendment to the states constitution limiting the amount of revenue which

may be spent or retained by Colorado governmental entities. The amendment

is in effect for most governmental entities for the years beginning after
186



HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO FINANCIAL STATEMENTS
DECEMBER 31, 2016
{Continued)

NOTE Q - Contingencies — Taxpayer’s Bill of Rights: (Continued)

NOTE R -

NOTE S -

NOTE T -~

NOYE U -

1992, but exempts “enterprise” funds and activities from the limitations.
The Board of Commissioners of the Authority believes it is exempt from the
provisions of the Taxpayer’s Bill of Rights because it is an “enterprise”
{a business operation able to issue its own revenue bonds and receiving
less than 10% of its revenues from state and local grants) as defined in
the constitutional amendment. The board also believes it is not subject
to the provisions of TABOR because the governing board is not an elected
board, does not have an electoral constituency, and does not have the
power to impose taxes which are all the basic operational requirements of
TABOR. However, many provisions of the TABOR Amendment are complex and
subject to further interpretation and will require judicial
interpretation.

Conduit Type Debt:

Debt related to the original acquisition and early modernization of the
public housing developments is funded, guaranteed and serviced by HUD.
There is no debt or pledge of faith and credit on the part of the
Authority. Accordingly, this debt has not been recorded in the finanecial
statements of the Housing Authority of the City of Fountain.

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

Econcomic Dependency:

The Authority receives approximately 69%% of its revenues from HUD. If the
amount of revenues received from HUD falls below critical levels, the
Authority’s operations could be adversely affected.

Related Party:

The Housing Authority is a special limited partner in the Fountain Ridge
South apartments, a tax-credit project. The equity interest owned in the
partnership is not material to the financial statements. The Housing
Authority has voucher clients housed in the tax credit project.

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 subseguent 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 May 8, 2017 (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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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

COMBINING SCHEDULE OF PROGRAM NET POSITION
DECEMBER 31, 2016

Annual Contributions Contract

ASSETS

Current Assets
Cash and cash equivalents
Restricted cash & cash equivalents
Accounts receivable, net
Prepaid expenses
Inventory
Total Current Assets

Capital Assets
Land and other nondepreciable assets
Depreciable capital assets, net
Total Capital Assets

Other Assgets
Yotal Asseta

LIABILITIES
Current liabilities
Accounts payable
Accrued liabilities
Current portion of long term debt
Payable from restricted cash and
and cash equivalents:
Tenants security deposits
Unearned revenue
Total Current Liabilities

Nonenrrent Liabilities

Accrued compensated absences
Notes payable
Total Noncurrent Liabilities
Total Liabilities

Paferred inflow of resources

NET POSITION

Net investment in capital assets
Restricted

Unrestricted

Total Net Position
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DEN-2319 DEN-2319 DEN-934
Low CBBG and
Income Capital Section 8
Public fund New
Housing Programs Construction
387,510 § 2,016 3 18,306
4,800 0 184,734
135 0 219
5,561 0 0
6,589 0 2,326
404,595 2,016 205,585
87,517 0 50,187
656,016 0 101,174
743,533 1] 151,361
0 0 0
1,148,128 2,016 356,946
8,462 0 4,066
9,889 0 6,119
0 0 12,555
4,800 0 4,575
1,281 0 19
24,432 0 27,334
16,386 0 11,419
0 0 525,828
16,386 0 537,247
40,818 0 564,581
0 0 0
743,533 g {387,022)
0 0 179,008
363,777 2,016 379
1,107,310 § 2,016 & {207, 635)
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DEN--934
Section B
Housing
Choice State [/
Vouchers Local Total
S 373,342 3 316,244 8§ 1,097,418
163,449 281,540 634,523
0 8,704 10, 058
0 0 5,561
0 10,464 18,379
536,791 617,952 1,766,939
0 182,432 320,136
0 481,458 1,238,648
0 663,890 1,558,784
1] 378,112 376,112
536,791 1,657,954 3,701,835
1,026 4,491 19,045
14,540 26,298 56,846
o 58,315 71,870
0 41,652 51,027
10,745 4,263 16,308
26,311 136,019 214,096
34,772 46,666 109,243
0 510,596 1,036,424
34,772 557,262 1,145,667
61,083 693,281 1,359,763
125,141 0 125,141
) 93,978 450,490
27,563 239,888 446,459
323,004 630,806 1,319,982
] 350,567 s 964,673 § 2,216,931




HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

COMBINING SCHEDULE OF REVENUES, EXPENSES AND PROGRAM CHANGES IN FUND NET POSITION

FOR THE YEAR ENDED DECEMBER 31, 2016

Annual Contribut

DEN-2319 DEN-2319
Low CDBG and
Income Capital
Public Fund
Heousing Programs
OPERATING REVENUES
Rental income 5 146,130 § o]
Other income 2,257 1]
TOTAL OPERATING REVENUE 148,387 0
OPERATING EXPENSES
Administrative 56,074 o
Utilities 46,529 0
Ordinary maintenance and operation 72,291 0
General expense 16,598 0
Housing assistance payments 0 0
Depreciation expense 72,193 0
TOTAL OPERATING EXPENSES - 263,685 0
CPERATING INCOME (LCSS) {115,298) o
NONOPERATING REVENUES / (EXPENSE)
Federal operating grants 68,051 5,672
Interest expense 0 0
Interest income ‘ 2,155 0
TOTAL NONOPERATING REVENUES / {EXPENSE) 70,206 5,672
CHANGE IN NET POSITION (45,092} 5,872
TOTAL NET POSITION - BEGINNING OF YEAR,
as originally stated 1,146,730 2,018
Equity transfer 5,672 (5,672)
TOTAL NET POSITION - BEGINNING OF YEAR, _
as restated 1,152,402 (3,656}
TOTAL NET POSITION - END OF YEAR 8 1,107,310 5 2,016
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ttions Contracts

DEN-934 DEN~-934
Section B Housing
New Choice State /
Construction Vouchers Local Total

s 31,761 § 0 405,885 583,786
1,846 10,924 5,038 20,0865
33,607 10,5924 410,933 603,851
32,574 119,822 133,096 341,666
34,558 0 14,244 85,331
36,367 619 144,747 254,024
13,549 1,892 36,332 68,371
0 1,50%,677 0 1,509,677
15,076 0 31,1%6 122,465
136,124 1,632,110 359,615 2,391,534
{102,517) {1,621,186) 51,318 {1,787,683)
120,787 1,676,391 0 1,870,901
{20,059) 0 {28,989} {45,048}
234 2,747 1,699 6,835
100,962 1,679,138 (27,290) 1,828,688
{1,555) 57,952 24,028 41,005
(206,080} 292,615 940,645 2,175,926
0 0 ¢ 0
{206, 080) 292, 615 940, 645 2,175,926
] {207,635) § 350,567 964,673 2,216,931




1.

HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

STATEMENT AND CERTIFICATION OF ACTUAL CAPITAL FUND COSTS -~ COMPLETED
DECEMBER 31, 2016

The Capital Fund Costs are as follows: CFP
501-14

Funds Approved 5 43,672

Funds Expended 43,672

Excess / (Deficiency) of

Funds Approved $ 0
Funds Advanced $ 43,672
Funds Expended 43,672

Excess / (Deficiency) of
Funds Advanced 5 0

Cost additions totaling § 5,672 were made during the current audit period,
and accordingly were audited by Goldie Roberts, CPA.

The Distribution of Costs by project as shown on the Final Statement of Capital
Fund accompanying the Actual Cost Certificate submitted to HUD for approval
is in agreement with the Authority's records.

All liabilities have been paid and there are no undischarged mechanics', laborers',
contractors', or material-mens' liens against the project on file in any public
office where the same should be filed in order to be valid and the time in which

such liens could be filed has expired.

There were no budget overruns.
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HOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

NOTES TO SUPPLEMENTAT, FINANCIAL INFORMATION
FOR THE YEAR ENDED DECEMBER 31, 2016

NOTE A - Financial Data Schedule:

As required by HUD, the Authority prepares its financial data schedule in accordance
with HUD requirements in a prescribed format. The schedule's format excludes
depreciation expense, housing assistance payments and extracrdinary maintenance
expense from operating activities, includes investment revenue, HUD capital grants,
revenue, gains and losses on the disposal of capital assets and interest expense in
operating activities, and reflects tenant revenue and bad debt expense separately,
which differs from the presentation of the financial statements.
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BOUSING AUTHORITY OF THE CITY OF FOUNTAIN
Fountain, Colorado

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

FOR THE YEAR ENDED DECEMBER 31, 2016

ANNUAT, PROGRAM
CONTRIBUTION AND CFDA
CONTRACT ASSISTANCE TYPE NUMBER AWARD EXPENDITURES
U. 5. DEPARTMENT OF HUD
DEN-934 Section § Wew Construction 14.182 5 120,787 5 120,787
DEN-231% Low Income Public Housing )
Operating subsidy 14.850 68,051 68,051
DEN-2319 Housing Choice Vouchers 14.871 1,676,391 1,676,391
DEN-934 Capital Fund Program 14.872 124,621 5,672
TOTAL OPERATING GRANTS 5 1,989,850 1,870,901
U.S. DEPARTMENT OF HOUSING AND
URBAN DEVELOPMENT HOUSING LOANS
Multifamily Assisted Housing
Reform and Afford ability Act 14.197 500,032
Home Investment Partnership 14.239 119,303
Multifamily Assisted Living 14.314 510,127
TOTAL LOANS 1,179,462
TOTAT. FEDERAT, FINANCIAL, ASSISTANCE $ 3,050,363

Notes to Schedule of Expenditures of Federal Awards

Note

Note

Note

1 Basis of Presentation

The accompanying Schedule of Expenditures of Federal Awards (the "Schedule")includes the
federal award activity of the Housing Authority of the City of Fountain under programs
of the federal government for the year ended December 31, 2016. The information in this
Schedule is presented in accordance with the requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Regquirements, Cost Principals, and Audit
Requirements for Federal Awards (Uniform Guidance). Because the Schedule presents only a.
selected portion of the operations of Housing Authority of the City of Fountain, it is
not intended to and does not present the financial position, changes in net position or
cash flow of Housing Authority of the City of Fountain. '

2 Summary of Significant Accounting Policies

Expenditures reported on the Schedule are reported on the accrual basis of accounting as
described in Note A. Such expenditures are recognized following the cost principals
contained in the Uniform Guidance, wherein certain types of expenditures are not allowable
or are limited as to reimbursement. Negative amounts shown on the Schedule represent
adjustments or credits made in the normal course of business to amounts reported as
expenditures in prior years. The Housing Authority of the City of Fountain has elected
to use the l0-percent de minimis indirect cost rate as allowed under Uniform Guidance.

3 Guaranteed Debt
The HUD insured debt expenditures include $1,108,294 in HUD guaranteed debt.
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Goldie Roberts

Certified Public Accountant
8518 S Kays Chapel Rd.
FPredericksburg, IN 47120

Report On Internal Control Over Financial Reporting and on Compliance and
Other Matters Based On An Audit Of Financial Statements Performed In
Accordance With Govermment Auditing Standards

Independent Auditor’s Report

Board of Commissioners .

Housing Auvthority of the City of Fountain
501 Fast Iowa Ave.

Fountain, CO 80817-2252

I have audited, in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards issued by the Comptroller General of the United States, the financial
statements of the Housing Authority of the City of Fountain, as of and for the year ended
December 31, 2016, and the related notes to the financial statements, which collectively
comprise the Housing Authority of the City of Fountain’s basic financial statements and
have issued my report thereon dated May 9, 2017.

Internal Control Over Financial Reporting

In planning and performing my audit of the financial statements, I considered the Housing
Authority of the City of Fountain's internal control over financial reporting ({internal
contrel) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing my opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the Housing Authority of the City of
Fountain’s internal control. Accordingly, I do not express an opinion on the effectiveness
of the Housing Authority of the City of Fountain’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 entity’s financial statements
will not be prevented, or detected and corrected on a timely basis. A significant deficiency
is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with
governance.

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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Housing Authority of the City

of Fountain's financial statements are free from material misstatement, I performed tests

of its compliance with certain provisions of laws, regulations, contracts and grant

agreements, noncompliance with which could have a direct and material effect on the

determination of financial statement amounts. However, providing an opinion on compliance
28




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.

I noted certain matters that I reported to the management of the Housing Authority of the
City of Fountain in a separate letter dated May 9, 2017.

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 the entity’s internal control or compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering
the entity’s internal control and compliance. Accordingly, this communication is not suitable

for any other purpose.
&0d ir. Pobauts

Certified Public Accountant
Fredericksburg, Indiana
May 9, 2017
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Goldie Roberts

Certified Public Accountant
8518 S Kays Chapel Rd.
Fredericksburg, IN 47120

Report on Compliance For Each Major Federal Program; and Report on Internal Control Over
Compliance Required by Uniform Guidance

INDEPENDENT AUDITOR'S REPQORT

Beoard of Commissioners

Housing Authority of the City of Fountain
501 East Iowa Ave.

Fountain, CO B80817-2252

Report on Compliénce for Each Major Federal Program

I have audited the Housing Authority of the City of Fountain’s compliance with the types of
compliance requirements described in the OMB Compliance Supplement that could have a direct
and material effect on each of the Housing Ruthority of the City of Fountain’s major federal
programs for the year ended December 31, 2016. The Housing Authority of the City of
Fountain’s major federal programs are 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 Ffederal statues, regulations, and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

My responsibility is to express an opinion on compliance with each of the Housing Authority
of the City of Fountain’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 Title 2 U.S. Code of Federal Regulations (CFR)
Part 200, Uniform Administrative Requirements, Cost Principals and Audit Regquirements for
Federal Awards (Uniform Guidance). Those standards and Uniform Guidance require that I plan
and perform the audit to cbtain reasonable assurance about whether noncompliance with the
types of compliance requirements referred to above that could have a direct and material
effect on a major federal program occurred. An audit includes examining, on a test basis,
evidence about the Housing Authority of the City of Fountain’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.

I believe that my audit provides a reasocnable basis for my opinion on compliance for each
major federal program. However, my audit does not provide a legal determination of the
Housing Authority of the City of Fountain’s compliance.

Opinion on Each Major Federal Program

In my opinion, the Housing Authority of the City of Fountain, complied in all material
respects, with the types of compliance requirements referred to above that could have a
direct and material effect on each of its major federal programs for the year ended December
31, 201s.

Report on Internal Control Over Compliance

Management of the Housing Authority of the City of Fountain is responsible for establishing
and maintaining effective internal control over the type of compliance requirements referred
to above. In planning and performing my audit of compliance, I considered the Housing
Authority of the City of Fountain’s internal control over compliance with the types of
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requirements that could have a direct and material effect on each major federal program to
determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing my opinion on compliance for each major federal program and to test and report
on internal control over compliance in accordance with Uniform Guidance, 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 Housing Authority of
the City of Fountain’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance 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 requirement of a federal program a timely basis. A material weakness
in ipternal control over compliance is a deficiency, or combination of deficiencies, in
internal control over compliance, such that there is a reasonable possibility that a material
noncompliance with a type of 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 a 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 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
I consider to be material weaknesses. 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 contreol over compliance and the results of that testing
based on the requirements of Uniform Guidance. Accordingly, this report is not suitable for

Geld is. Pobodts

Certified Public Accountant

Fredericksburg, Indiana
May S, 2017
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Goldie Roberts

Certified Public Accountant
8518 S Kays Chapel Rd
Fredericksburg, IN 47120

phone (812) 472-3527
fax (812) 472-3649
cell (404) 307-5903

May 9, 2017

Management and

Board of Commissiocners of the

Housing Authority of the City of Fountain
Fountain, CO

In the conduct of my work over the financial statements of the Housing Authority of the
City of Fountain as of and for the year ended December 31, 2015, I was engaged to consider
the Authority's internal control in order to determine my auditing procedures for the
purpose of expressing an opinion on the financial statements and not to provide assurance
on internal control. :

However, during my work, I became aware of matters that are opportunities for strengthening
internal controls and operating efficiency. This letter does not affect my report dated
May 9, 2017 on the financial statements of the Authority.

I will review the status of the comment during my next audit engagement. I have already
discussed the comment and suggestion with Authority personnel, and will be pleased to
discuss the comment in further detail at your convenience, to perform any additional study
of the matter, or to assist you in implementing the recommendation. My comments are
summarized as follows:

1. CONDITION: LACK OF A JOURNAL VOUCHER INTERNAL CONTROL SYSTEM

During the review of the accounting records provided by the fee accountant it was
noted that there was no documented system of internal control over the journal
entries. The Authority requested the journal voucher file that was normally received
in the past be sent to the auditor. An internal control system over journal entries
requires the entries to be numbered, supported by appropriate documentation, and
signed by the preparer and the reviewer. There is no documentation that this task
" was completed and that there were adequate segregation of duties and internal control.

RECOMMENDATION:

The Authority should consider geing out to bid for another fee accountant or change
the existing contract to ensure all documentation required for an audit is available.

2. CONDITION: LACK OF TIMELINESS AND REPORTING INTERNAL CONTROLS

buring the review of the accounting records provided by the fee accountant it was
noted that there was a lack of timeliness. The Authority did not receive financial
statements from the fee accountant for the last four months of the year until March
10, 2017. The submission of the FDS was also late. The Authority did not have the
opportunity to review the FDS submission before it went into REAC. This represents
a lack of an appropriate internal control system over reporting. During the last
half of the year, the Authority’s Executive Director requested the records several
times and was informed that due to staff shortages there was a delay in preparing
the monthly statements.
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RECOMMENDATTION :

The Authority should consider going out teo bid for another fee accountant or change
the existing contract to ensure all documentation required is available within
reasonable timeframes after each month and for an audit is available.

.3. CONDITION: LACK OF ACCURACY IN MONTHLY ACCOUNTING AND YEAR END REPORTING

During the review of the accounting records provided by the fee accountant it was
noted that there were numerocus immaterial errors. The accountant in charge of this
client was unable to accurately post and report the debt transactions for the housing
authority notes with the Colerado Housing and Finance Ruthority throughout the year.
There are also several year end adjustments that are somewhat unigue to this Authority
and the accountants assigned to this task did not have the skills or expertise to
accurately record these entries. There is no documentation that indicates this
accountant’s work was adeguately supervised or reviewed by the fee accountant’s
management.

RECOMMENDATION:

The Authority should consider going out to bid for another fee accountant or change
the existing contract to ensure the accountant is adequately trained and supervised.

I wish to thank the Executive Director and the staff of the Authority for their support and
assistance during my audit.

This report is intended solely for the information and use of the Authority's management,
Federal and State Awarding Agencies, and is not intended to be and should not be used by
anyone other than these specified parties.

Sincerely,

&60d iv. Pohocts

Goldie Roberts
Certified Public Accountant






