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INDEPENDENT AUDITOR’S REPORT

Board of Directors
Otero County Housing Authority
La Junta, CO 81050

Opinions

We have audited the accompanying financial statements of the business-type activities and each major fund of the
Otero County Housing Authority, as of and for the year ended December 31, 2022, and the refated notes to the
financial statements, which collectively comprise the Otero County Housing Authority’s basic financial statements
as listed in the table of contents.

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the business-type activities and each major fund of the Otero County Housing Authority, as of
December 31, 2022, and the respective 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.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United States of America.
Our responsibilities under those standards are further described in the Auditor’s Responsibilities for the Audit of
the Financial Statements section of our report. We are required to be independent of the Otero County Housing
Authority, and to meet our other ethical responsibilities, in accordance with the relevant ethical requirements
relating to our audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide a
basis for our audit opinions.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance with
accounting principles generally accepted in the United States of America, and for 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.

In preparing the financial statements, management is required to evaluate whether there are conditions or events,
considered in the aggregate, that raise substantial doubt about the Otero County Housing Authority’s ability to
continue as a going concern for twelve months beyond the financial statement date, including any currently known
information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free from
material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our opinion.
Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a guarantee that
an audit conducted in accordance with generally accepted auditing standards will always detect a material
misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is higher than
for one resulting from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial likelihood that.
individually or in the aggregate, they would influence the judgment made by a reasonable user based on the

{inancial statements.
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In performing an audit in accordance with gencrally accepted auditing standards, we:
e  Exercise professional judgment and maintain professional skepticism throughout the audit.

e  I[dentify and assess the risks of material misstatement of the financial statements, whether duc to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include examining, on a test basis,
evidence regarding the amounts and disclosures in the financial statements.

e  Obtain an understanding of internal control rclevant to the audit 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 Otero
County Housing Authority’s internal control. Accordingly, no such opinion is expressed.

*  Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise substantial
doubt about the Otero County Housing Authority’s ability to continue as a going concern for a reasonable period of
time.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit, significant audit findings, and certain intemal control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s discussion and analysis
be presented fo supplement the basic financial statements. Such information is the responsibility of management and, although
not a part of the basic financial statements, is required by the Governmental Accounting Standards Board, who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate operational, economic, or
historical context. We 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 our
inquiries, the basic financial statements, and other knowledge we obtained during our audit of the basic financial statements.
We do not express an opinion or provide any assurance on the information because the limited procedures do not provide us
with sufficient evidénce to express an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively comprise the Otero
County Housing Authority’s basic financial statements. The accompanying financial data schedules and schedule of expenditures
of federal awards, as required by Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost
Principles, and Audit Requirements for Federal Awards, are presented for purposes of additional analysis and are not a required
part of the basic financial statements. 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 basic financial statements. The information has been
subjected to the auditing procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing and reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. [n our opinion, the financial data schedules and schedule of
expenditures of federal awards are fairly stated, in all material respects, in relation to the basic financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 19, 2023, on our consideration of
the Otero County Housing Authority’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agrecments and other matters. The purpose of that report is solely to describe
the scope of our testing of internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on the effectiveness of the Otero County Housing Authority’s internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing Standards in considering the Otero
County Housing Authority’s internal control over financial reporting and compliance.
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MANAGEMENT’S DISCUSSION AND ANALYSIS




Otero County Housing Authority
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

Introduction

This Management’s Discussion and Analysis (MD&A) of the Otero County Housing Authority
(Authority) provides an introduction and overview to the financial statements of the Otero
County Housing Authority for the fiscal year ended December 31, 2022. The Otero County
Housing Authority presents this discussion and analysis of its financial performance during the
fiscal year ended December 31, 2022, to assist the reader in focusing on significant financial

1Ssues.

The primary focus of the Authority’s financial statements is on the statements of its enterprise
funds encompassing all programs administered by the Otero County Housing Authority. This
information contained herein this MD&A should be considered in conjunction with the
Authority’s basic financial statements and related notes to the financial statements.

The Authority has five individual funds which include the Housing Choice Voucher Program,
two separate Rural Development Projects, a subsidized 32 unit project, and a Management Fund.
The Housing Choice Voucher Program provides rental assistance to aid low income families
afford, decent, safe and sanitary rental housing. The Housing Authority provides rental
assistance in the form of a Housing Assistance Payment to a landlord on behalf of the tenant.
The Housing Choice Voucher Program currently has 46 vouchers. The Housing Authority is
provided an administrative fee for the purpose of covering the administrative costs of the
program. The fee is preset by HUD on an annual basis.

The Manzanola Family Apartments is a 10 unit apartment complex funded through a notes
payable from Rural Development. Rural Development also provides rental assistance payments
to the program for these specific units. Tenants typically pay rent which is 30 percent of the
adjusted gross income. The remaining portion of the rent is provided by Rural Development in

the form of rental assistance.

The Elderly Apartment Program is a 32 unit apartment complex. Rental assistance payments are
provided by Colorado Housing and Finance Authority. The project currently has no debt
attached to 1t.

The Management Fund is used to account for special grants received by the Housing Authority
and to collect management fees earned from managing additional apartment complexes
throughout the community.
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Management’s Discussion and Analysis-Cont.

Overview of the Financial Statements

This overview of the financial statement is intended to inform and introduce the reader to the
Authority’s basic financial statements. The basic financial statements are comprised of three
individual statements. These statements include:

= The Statement of Net Position
= The Statement of Revenues, Expense, and Changes in Net Position

= The Statement of Cash Flows

The Statement of Net Position presents information on the assets and liabilities, with the
differences between the two being 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 Authority is
improving or deteriorating. Net Position is comprised of three individual components:

= Investment in Capital Assets, Net of Related Debt consists of capital asset balances net of
accumulated depreciation less any outstanding balances of related debt associated with

these assets

= Restricted Component of Net Position consists of assets that are restricted by limitations
placed on these resources by an external source or party.

= Unrestricted Component of Net Position represents the remaining resources available that
do not meet the definition of the above categories. Unrestricted component of Net
Position is basically the amount of funds available for future year appropriations.

The Statement of Revenues, Expenses, and Changes in Net Position reports the operating
revenues, operating expenses, non-operating revenues, and non-operating expenses of the
Authority for the fiscal year ended December 31, 2022 to determine the change in net position
for the fiscal year.

The Statement of Cash Flows reports cash activities for the fiscal year resulting from operating
activities, investing activities, non-capital financing activities, and capital and related financing
activities. The net result of these activitics represents the increase or decrease of the cash
equivalent account balance for the year ended December 31, 2022.

Financial Hfg};llg']) ts

= The Otero County Housing Authority’s total net position increased from $1,615.821 to
$2,298,575 an increase of $682.754 or 42%.

L,4

s The unrestricted net asset balance is reported as $2,139,104 at December 31. 2022, This
represents an increase of $594.844 from the previous year.

0

(N
(9)]

»  Total revenues increased from $823.112 to $1.355.617 an increase of $332.

Page i1 of vii



Management’s Discussion and Analysis-Cont.

*  Total expenses decreased by $30,399, from $703,262 to $672,863 for the current year.

Housing Authority Activities & Highlights

The Housing Authority’s overall financial position and operations for the past two years are
summarized below based on the information in the current and prior financial statements. The
table below lists the asset and liability comparisons for the year ended December 31, 2022 and

December 31, 2021.

Summary Statement of Net Position
December 31, 2022 and 2021

e Cateqory R e |8112/31/2022 12131/2021 5 |1 Change:$ “4 |4 Changal%es
Current Assets 2381316 | $ 1,775,197 | § 606,119 34%
Fixed Assets (Net of Depreciation) 692,859 | $ 841473 | $ (148,614) -18%

Total Assets 3,074,175 | § 2,616,670 | $ 457,505 17%
Deferred Outflow of Resources $ - $ - $ - 0%
Current Liabilities $ 114,043 | $ 267,016 | $ (152,973) -57%
Non Current Liabilities $ 661,557 | $ 733,833 | § (72,276) -10%

Total Liabilities $ 775,600 | § 1,000,849 | § (225,249) -23%
Deferred Inflow of Resources $ - $ - $ - 0%
Unrestricted $ 2,139,104 | § 1,544.260 | $ 594,844 39%
Restricted $ - $ 5,120 | $ (5,120) -100%
Net Investment in Capital Assets $ 159,471 | § 66,441 | $ 93,030 140%

Total Net Position $ 2,298,575 | $ 1,615,821 | § 682,754 42%

Current Assets

The Authority’s current asset balance increased by $606,119 from the previous year.
Unrestricted cash and investments increased by $629.806, due primarily to proceeds from the

sale of El Valle.

Current Liabilities

Current liabilities decreased from $267,016 to $114,043 during the current year, primarily due to

the reclassification of accrued leave from the current portion to the non-current portion.

Noncurrent Liabilities

Long term liabilities decreased from $733,833 to $661.557. The long term portion of mortgage
payable decreased by $204,144 as a result of the Joan pavott for k1 Valle. In contrast. the non-
current portion of accrued leave increased by $131.868 due to the reclassification of accrued

leave from the current portion to the non-current portion
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Management’s Discussion and Analysis-Cont.

Net Position

The Authority’s total net position increased by $682,754 from the previous year.

The Authority’s unrestricted component of net position increased from $1,544,260 to
$2.139.104, an increase of $594,844 or 39% for the current year. Individual unrestricted
component of net position balances by program are as follows:

Housing Choice Voucher $ 83,107
Management Fund $ 473,769
Other Programs $1.582.228

Total $2,139.104

The unrestricted component of net position account balance is the amount available for future
appropriations. These balances remain subject to program specific guidelines.

Restricted net position decreased by $5,120 during the current fiscal year. This was due to an
excess of HAP expenses over HAP revenue in the Housing Choice Voucher Program.

Summary Statement of Revenues & Expenses and Changes in Net Position

s 1 Category 12131120224 [4:#:42)3112024%5% |77 Change $ 7 |'s Change %
Program Revenues:
Tenant Revenue $ 179,863 | $ 175,182 | $ 4,681 3%
Government Operating Grants $ 572,111 | § 583,547 | $ (11,436) 2%
Other Revenue $ 600,289 | $ 62,756 | $ 537,533 857%
Interest Income $ 3354 | $ 1,627 | $ 1,727 106%
Total Revenue $ 1,355,617 | $ 823,112 | $ 532,505 65%
Expenses:
Administration $ 75,823 |1 $ 140,361 | $ (64,538) -46%
Utilities $ 114,753 | § 102,612 | $ 12,141 12%
Ordinary Maintenance $ 123,938 | § 112,334 | $ 11,604 10%
General/Insurance Expense $ 64,071 | $ 49873 | § 14,198 28%
Depreciation $ 69,955 | § 81262 |9 (11,307) -14%
Housing Assistance Payments $ 215,131 | § 206,607 | $ 8,524 4%
Interest Expense $ 9,192 | § 10213 | § (1,021) -10%
Total Expenses $ 672,863 | $§ 703,262 | $ (30,399) -4%
Excess (Deficiency) Before Special Items | $ 682,754 | § 119,850 | § 562,904 470%
Change in Net Position $ 682.754 | $ 119,850 | $ 562,904 470%
Net Position. Beginning of Year S 1.615,821|$ 1,495971 | § 119,850 8%
Net Position, End of Year - $ 27298575 18% 1,615,821 | § 682,754 42%%
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Management’s Discussion and Analysis-Cont.

Results of Operations

Revenues of the Authority are generated principally from dwelling rents, HUD grants and other
government grants. The Authority’s revenue increased by $532,505 from the previous fiscal
year amount. Significant variances between the years include the following:

= Other Revenue increased by $537,533 during the current year, primarily as a result of the
sale of El Valle Apartments.

Total expenses decreased by $30,399. Significant differences between the years include the
following:

e Administration expenses decreased by $64,538 or 46%. Admin salaries and benefits
decreased by $20,978, office expenses decreased by $16,793, allocated overhead
decreased by $10,158 and other admin expenses decreased by $18,194.

e Utilities increased by $12,141, from $102,612 to $114,753, primarily due to an increase
in electricity by $7,618 and gas by $7,461.

e Maintenance expenses increased by $11,604 or 10%. This is primarily due to an increase
in labor and benefits by $14,090.

e General/Insurance expenses increased from $49,873 to $64,071, an increase of $14,198
or 28%. Compensated absences increased by $12,985 while bad debt-tenants increased

by $2,046.

We have provided the following presentations to demonstrate the revenues and expenses by
summarized account category:
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Management’s Discussion and Analysis-Cont.

Otero County Housing Authority
Analysis of Revenue
12/31/2022

$700,000 FYE

$600.000 B12/3172022

n12/31/2021

| $500,000
$400,000
$300,000
$200,000
$100,000
| &

Tenant Revenue Gov. Operafing Grants Interest/Other

' Otero County Housing Authority
Analysis of Expenses
12/31/2022

——

$250,000

$200,000 e
E12/31/2022

$150,000 =12/31/2021

$100,000

$50,000

Capital Assets

As of December 31, 2022, the Otero County Housing Authority’s net investment in capital assets
was $159.471. This investment includes land, buildings and equipment, net of related debt and
accumulated depreciation.
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Management’s Discussion and Analysis-Cont.

Category 1213112022 1213112021 Change $ Change %
Land $ 64,798 | $ 64,798 | § - 0%
Buildings $ 2,125,709 | $ 4,220,831 | $  (2,095,122) -50%
Equipment $ 32,276 | $ 48332 | § (16,056) -33%
Accumulated Depreciation $ (1,529,924)| §  (3,492,488)| $ 1,962,564 -56%
Total Net Fixed Asscts 3 692,859 | § 841,473 | $ (148,614) -18%

Building additions consisted of unit renovations at the Elderly Apartments. The decrease in
buildings and equipment consisted of dispositions related to the sale of El Valle Apartments.

Long Term Debt
The agency incurred no additional debt in the current year. Principal reductions included the

normal mortgage payments incurred throughout the fiscal year along with the reporting of
accrued leave-non current in the amount of $131,868.

Subsequent Event

The amount of funding for the 2023 calendar year for the Housing Choice Voucher Program will
include an estimated proration of administrative fees at 97.923% and estimated HAP funding at

100%.

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:

Otero County Housing Authority
Diane McAtee, Executive Director
P.O.Box 376

La Junta, CO 81050
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THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
STATEMENT OF NET POSITION
PROPRIETARY FUNDS

December 31, 2022

Business — Type Activities — Enterprise Funds

The accompanying notes are an integral part of these financial statements.

2 ]
-3~

Manzanola Valle
Family Elderly Apartments Section8 Management Total
ASSETS
Current Assets
Cash and Cash Interest Bearing 6,898 614,149 40,512 83,744 1,118,107 1,863,410
Accrued Interest Receivable - - - = - -
Accounts Receivable:
Tenants 1,386 1,366 - - - 2,752
HUD, RDA - - - 1,147 - 1,147
Other - B - - 5,412 5,412
Prepaid Expenses 2,254 14,208 = = = 16,462
Due from Other Funds 332 897 474.003 - 76 475.308
Total Current Assets 10,870 630.620 514,515 84,891 1.123.595 2.364.491
Restricted Assets
Cash 94,247 9912 387.974 - - 492.133
Land, Structures and Equipment
Land, Structures and Equipment 919,486 1,284.883 . = 18,413 2,222,782
Less Accumulated Depreciation (548.729) _(963.212) - - (17.982) (1.529.923)
Net Property, Plant & Equipment 370,757 321,671 = - 431 692.859
TOTAL ASSETS 475,874 962.203 902489  84.891 1.124.026 3.549.483
DEFERRED OUTFLOW OF RESOURCES - B - - - -
LIABILITIES
Current Liabilities
Accounts Payable 9,893 14,859 = 1,708 17,609 44,069
Accrued Interest Payable 20,239 - - = - 20,239
Prepaid Rent 1 113 - - - 114
Due to Other Funds - - - 76 475,232 475,308
Amounts Due - HUD - - - - - -
Tenant Security Deposits 4434 9912 - - - 14.346
Compensated Absences Payable - - - - 156,985 156,985
Unearned Grants B - 6,459 - - 6,459
Current Portion of Long-Term Debt 3.699 - - B E 3.699
Total Current Liabilities 38,266 24.884 6.459 1,784 649.826 721,219
NonCurrent Liabilities
Notes Payable 529.689 - - - - 529.689
Total Long-Term Liabilities 529.689 - - - = 529.689
TOTAL LIABILITIES 567,955 24.884 6.459 1,784 649.826  1.250.908
DEFERRED INFLOW OF RESOURCES - - - = . =
NET POSITION
Net Investment in Capital Assets (162,631) 321,671 - - 431 159,471
Restricted - - - - - -
Unrestricted 70,550 615.648 896.030 83.107 473769 2.139.104
TOTAL NET POSITION (92.081) _937.319 896,030 83,107 474200 2,298.575



THE HOUSING AUTHORITY OIF THE COUNTY OF OTERO, COLORADO
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND NET POSITION
PROPRIETARY FUNDS
Year Ended December 31, 2022

Business - Type Activities — Enterprise Funds

Manzanola Valle
Family Elderly Apartments Section 8 Management  Total
OPERATING REVENUES
Dwelling Rental 38.085 105,193 35.904 - - 179,182
HUD/RDA — Rent Subsidy 33,212 242,202 53,859 242838 - 572,111
Other 1.171 1.523 3.643 1,819 40,244 48.400
Total Operating Revenues 72468 348918 93.406  244.657 40,244 799.693
Operating Expenses
Administrative Salaries 1,990 8,194 1,956 11,126 3,867 27,133
Management Fees 6,528 - 11,508 e - 18,036
Employee Benefits & Taxes 906 8,599 724 2,136 - 12,365
Allocated Overhead - 17,359 451 3,787 17,662 39,259
Office & Other Administrative 4,179 3,742 1,732 1,870 5,411 16,934
Utilities 32,334 68,682 29,691 - - 130,707
Repairs and Maintenance 17,559 76,984 4,365 P - 98,908
Insurance 5,958 27,077 9,524 180 - 42,739
Accounting & Audit 2,225 1,800 2,450 2,340 1,725 10,540
Housing Assistance Payments - - - 215,131 - 215,131
Depreciation 41,507 27,040 - - 1,408 69,955
Total Operating Expenses 113,186 239.477 62,401 236,570 30,073 681,707
Operating Income (Loss) (40,718) 109.441 31,005 8.087 10,171 117.986
Non-Operating Revenues (Expenses)
Value of Contributed Assets - - B - 69 69
Interest Earned 97 511 1,131 18 1,597 3,354
Interest Paid (6,984) - (2,208) - - (9.192)
Gain on Sale of Assets - - 570.537 - - 570.537
Total Non-Operating Revenues (Expenses) (6.887) 511 569.460 18 1.666 564.768
INCOME (LOSS) BEFORE OPERATING
TRANSFERS (47.605) 109,952 600.465 8,105 11,837 682,754
OPERATING TRANSFERS
IN (OUTY(NET) - - - - - -
CHANGE IN NET POSITION (47.,603) 109,952 600,465 8,105 11,837 682,754
TOTAL NET POSITION, Beginning (44.476) 827.367 295.565 75.002 462363 1.615.821
TOTAL NET POSITION, Ending (92.081) 937.319 896.030 83.107 474200 2,298.575

The accompanying notes are an integral part of these financial statements.
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THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
STATEMENT OF CASH FLOWS
PROPRIETARY FUNDS
Year Ended December 31, 2022

Business — Type Activities — Enterprise Funds
Manzanola Valle
Family Elderly Apartments Section 8 Management Total

Cash Flows from Operating, Aclivities

Receipts from Rents, Subsidies & Other Revenues 70,629 345,964 91,110 244116 47,637 799,456
Payments for Salaries & Benefits (5,589) (50,010) (3,359) (13,262) (3,867) (76,087)
Payments for Allocated Overhead - (17,359) 451) (3,787) (7,053) (28,052)
Payments to Vendors, Homeowners (58.609) (137.081) (55.045) (218.241) (4.628) (473.604)
Net Cash Proved by (Used in) Operating Activities 6.431 141,514 32.255 8.826 32.087 221.113

Cash from Investing Activities
Interest Earnings 97 511 1,131 18 1,597 3354
Net Cash from Investing Activities 97 511 1.131 18 1,597 3.354

Cash Flows from Non-Capital Financing Activities
Change in Due From/Due To Funds (804) (3,928) (472,660) (1,099) 478,491 -
Funded Compensated Absences Receipts - - - (6,461) (6,461)
Transfers In (Out) - = - - -
Net Cash from Non-Capital Financing Activities (804) (3.928) (472.660) (1,099) 472,030 (6.461)

Cash Flows from Capital & Related Financing Activities
Proceeds from Sale of Assets - - 678,666 - - 678,666
Acquisition of Capital Assets - (29,400) - = - (29,400)
Principal Paid in Notes (3,586) - (238,058) - - (241,644)
Interest Paid on Notes (5.226) - (2.406) - - (7,632)
Net Cash from Capital & Related Financing Activities (8.812) (29.400) 438,202 - - 399.990
Net Increase (Decrease) in Cash and Cash Equivalents (3,088) 108,697 (1,072) 7,745 505,714 617,996
Cash and Cash Equivalents at Beginning of Year 104,233 515,364 429,558 75.999 612,393 1,737,547
Cash and Cash Equivalents at End of Year 101,145 624,061 428.486 _83,744 1.118,107 2,355,543

Cash Flows from Operating Activitics
Operating Income (Loss) (40,718) 109,441 31,005 8,087 10,171 117,986
Adjustments to Reconcile Net Income to
Net Cash Provided by Operating Activities:

Depreciation 41,507 27,040 - - 1,408 69,955
Changes in Assets and Liabilities
(Increase) Decrease in Prepaids (1,341) (1,701) - = - (3,042)
(Increase) Decrease in Accounts Receivable 2,008 (1,309) 1,347 (541) 7,393 8,898
Increase (Decrease) in Prepaid Rent (46) (122) = - - (168)
Increase (Decrease) in Accounts Payable 5,158 7,794 (4.356) 1,280 13,115 22991
Increase (Decrease) in Tenant Deposits 137) 371 (2.200) - - (1,966)
Increase (Decrease) in Unearned Grants - - 6.459 - - 6.459
Net Cash Flows from Operating Activities __ 6431 41,514 32.255 _8.826 32,087 221,113
Cash — Statement of Net Position
Unrestricted 1863410
Restricted 492,133
Cash and Cash Equivalents (Above) 2,355,343

The accompanying notes are an integral part of these financial statements.
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THE HOUSING AUTHORITY OFF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Otero County Housing Authority (the Housing Authority) is a local government unit created for
the purpose of owning and managing rental properties and programs.

A. Reporting Entity

The reporting entity, for financial purposes, is defined as the primary government (the Otero County
Housing Authority) and its component units. The Housing Authority has no component units; the
financial statements are comprised of the funds more fully described in subsequent information
contained in the footnotes.

The accounting policies of the Otero County Housing Authority conform to generally accepted

accounting principles as applicable to governments. The following is a summary of the more
significant policies:

B. Government — Wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position and the statement of
activities) report information on all the nonfiduciary activities of the primary government and its
component units.  Governmental activities, which normally are supported by taxes and
intergovernmental revenues, are reported separately from business-type activities, which rely to a
significant extent on fees and charges for support. All activities of the Otero County Housing
Authority are reported as business-type. Likewise, the primary government is reported separately
from the Housing Authority’s legally separate component units for which the Housing Authority is
financially accountable. The Authority has no component units.

Separate financial statements are provided for governmental funds, proprietary funds, and fiduciary
funds, even though the latter are excluded from the government-wide financial statements. Major
individual governmental funds and major individual enterprise funds are reported as separate
columns in the fund financial statements.

C. Measurement Focus. Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund and fiduciary fund financial
statements. Revenues are recorded when eamed and expenses are recorded when a liability is
incurred, regardless of the timing of related cash flows. Property taxes are recognized as revenues
in the year for which they are levied. Grants and similar items are recognized as revenue as soon as
all eligibility requirements imposed by the provider have been met.



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

C. Measurement Focus. Basis of Accounting, and Financial Statement Presentation (Continued)

The Housing Authority consists of the following major proprietary funds:

e Manzanola Family
e Elderly

e Valle Apartments
e Section 8

e Management

Proprietary funds distinguish operating revenues and expenses from nonoperating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods
in connection with a proprietary fund’s principal ongoing operations. The principal operating
revenues of the Housing Authority are rents and rent supplements. Operating expenses for the
Housing Authority include the cost of services, administrative expenses, and depreciation on capital
assets.

D. Capital Assets

Capital assets, which include property, plant, equipment, and infrastructure assets (e.g., roads,
bridges, sidewalks, and similar items), are reported in the financial statements. Capital assets are
defined by the Housing Authority as assets with an initial estimated useful life in excess of two years
having a value equal to or greater than $1,500. Such assets are recorded at historical cost or
estimated historical cost if purchased or constructed. Donated capital assets are recorded at estimated
fair value at the date of donation.

The costs of normal maintenance and repairs that do not add to the value of the asset or materially
extend assets lives are not capitalized.

Major outlays for capital assets and improvements are capitalized as projects are constructed.
Interest incurred during the construction phase of capital assets of business-type activities, if any, is
included as part of the capitalized value of the assets constructed. No such interest expense was

incurred during the current fiscal year.

Capital assets of the primary government are depreciated using the straight-line method over the
following estimated useful lives:

Assets Years

Buildings, Fixtures & Equipment 5-40



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

E. Budgets and Budgetary Accounting

Revenues and expenses are controlled by budgetary accounting systems in accordance with various
legal and grant requirements. Budgets are prepared on the same basis as that used for accounting
purposes.

F. Encumbrances
Encumbrance accounting, under which purchase orders, contracts, and other commitments for the
expenditure of monies are recorded in order to reserve that portion of the applicable appropriation, is

employed as an extension of formal budgetary integration. All encumbrances lapse at the end of the
year.

G. Inventory

Inventory is valued at the lower of cost (first-in, first-out) or market. The costs of inventories are
recorded as expenditures when they are used.

H. Accumulated Unpaid Vacation. Sick Pay. and Other Employee Benefits Amounts

Accumulated unpaid vacation, sick pay, and other employee benefits amounts should be accrued
when incurred in proprietary funds (using the accrual basis of accounting). Such amounts would not
be accrued in governmental funds (using the modified accrual basis of accounting). Accrued
vacation and sick leave payable has been reflected in the financial statements of the Management
Fund as it has been recorded as expense in the other funds and funded on a current basis.

I. Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets
and liabilities and disclosure of contingent assets and liabilities at the date of the financial statements
and the reported amounts of revenues and expense during the reporting period. Actual results could
differ from those estimates.

J. Deposits and Investments

The Housing Authority’s cash and cash equivalents are considered to be cash on hand, demand
deposits and short-term investments with original maturities of three months or less from the date of
acquisition.

State statutes authorize the Housing Authority to deposit in the accounts of federally insured banks,
credit unions, and savings and loan associations, and to invest in obligations of the U.S. Treasury,
certain commercial paper, repurchase agreements, banker’s acceptances, and mutual funds composed
of otherwise legal investments.



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
~ December 31, 2022

NOTE 1

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

NOTE 2

K.  Long-Term Obligations

In the proprietary fund financial statements, long-term debt and other long-term obligations are
reported as liabilities in the applicable proprietary fund type statement of net position. Bond
premiums and discounts are deferred and amortized over the life of the bonds using the effective
interest method. Bonds payable are reported net of the applicable bond premium or discount. Bond
issuance costs are reported as expenses in the year incurred.

L. Deferred Outflows / Inflows of Resources

In addition to assets, the statement of financial position will sometimes report a separate section for
deferred outflows of resources. This separate financial statement element, deferred outflows of
resources, represents a consumption of net position that applies to a future period(s) and so will not
be recognized as an outflow of resources (expense/expenditure) until then.

In addition to liabilities, the statement of financial position sometimes reports a separate section for
deferred inflows of resources. This separate financial statement element, deferred inflows of
resources, represents an acquisition of net position that applies to a future period(s) and so will not
be recognized as an inflow of resources (revenue) until that time

M. Fund Equity

In the financial statements, funds report reservations of net position for amounts that are not
available for appropriation or are legally restricted by outside parties for use for a specific purpose.

CAPITAL ASSETS

Capital Assets activity for the year ended December 31, 2022 was as follows:

Beginning Ending
Balance Increases Decreases Balance

Governmental Activities
Capital Assets Not Being Depreciated:

Land 64.798 - - 64.798
Capital Assets Being Depreciated:

Structures 4,220,831 29,400 2,124,520 2,125,711

Furniture, Fixtures & Equip. 48.332 16,059 32,273

Total Capital Assets Being Depreciated 4.269.163 29400 2,140.579  2.,157.984
Less Accumulated Depreciation 3.492 488 69,955 2,032,520 1,529,923

Total Capital Assets Being
Depreciated, Net 776,675  (40.555) 108.059 628.061

Governmental Activities
Capital Assets. Net 841,473  (40.555) _ 108.059 _ 692,859

=0



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE3 CASH AND DEPOSITS
The Housing Authority's deposits at year-end were entirely covered by Federal Depository Insurance
or secured under the Public Deposit Protection Act of the State of Colorado, whereby the custodial
bank pledges collateral for amounts on deposit in excess of the amount guaranteed by the FDIC for
governmental entities.
Bank Carrying
Balance Amount
Insured 589,813 589,813
Uninsured, Collateralized Under the Public Deposit
Protection Act of the State of Colorado 1.774.660 1.765.630
Sub-Total 2,364,473 2,355,443
Cash on Hand - 100
Total Cash and Deposits 2,364,473 2.355.543
As presented above, deposits with a bank balance of $1,774,660 and a carrying balance of
$1,765,630 as of December 31, 2022 are uninsured, are exposed to custodial risk, and are
collateralized with securities held by the pledging financial institution.
NOTE4 NOTES PAYABLE

Manzanola Family - The Authority had a note payable to the Farmers Home Administration as of
December 31, 2015 which is collateralized by land and buildings. The note required monthly
payments and bore the effective rate of interest shown below:

Loan Monthly Principal
Number Interest Rate Payment Balance
84-001 1.00% $642 $116,311

This note was paid down to $116,311 during 2015 and was then rewritten by the Farmers Home
Administration. A debt deferral agreement was entered into by the Housing Authority. It will end on
May 26, 2045 with a balloon payment of all principal and accrued interest due at that time. No
payment are required until that date. The new loan number is 84-008. The estimated total amount
due at May 26, 2045 is $140,407.

In addition, during 2015 the following two loans were made:

Loan Number 84-005

The loan is a one percent rehabilitation loan made by Farmers Home Administration with all interest
and principal payments deferred under the same terms as the longest remaining debt on the property
at the time of this loan’s issuance. The loan amount was $95,308. Payment will not be required
from normal project operation income but from excess cash after all other secured debts are satisfied.
Payment of principal and all interest is due at the end of the loan term.

-10-



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO. COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 4

NOTES PAYABLE (Continued)

Loan Number 84-007

An additional loan was made by Farmers Home Administration to assist in rehabilitation of the
project, also collateralized by land and buildings. The loan requires monthly payment of $733 by the
Housing Authority to satisfy the debt and related interest (at a rate of 3.125% less a one percent
interest credit from the monthly subsidy of $408 allowed by Farmers Home Administration). The
original loan amount was $346,120. Amortization will be over a 50 year period.

Loan Interest Monthly Principal
Number Rate Payment Balance
84-007 3.125% $733 $321,769

Estimated interest to maturity is $259,406. Debt reduction requirements follow:

2023 3,699
2024 3,816
2025 3,937
2026 4,062
2027 4,191
2028-2032 23,033
2033-2037 26,923
2038-2042 31,469
2043-2047 36,785
2048-2052 42,997
2053-2057 50,258
2058-2062 58,745
2063-2065 31,854

321,769

Valle Apartments - In 1996, the Authority borrowed $1,099,789 from Farmers Home Administration
under the Farm Labor Housing Loan Program. The debt is to be amortized in accordance with the
following information:

Interest Rate Payment Balance
1% $3,318.58 $275,299

This loan was paid off during 2022 upon the sale of the Valle Apartments.

11-



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE4 NOTES PAYABLE (Continued)
Changes in Notes Payable
Beginning End of  Due Within
of Year Increase  Payments Year One Year
Manzanola Familv:
Loan Number 84-001,008 116.311 - - 116,311 -
Loan Number 84-005 95.308 - - 95,308 -
Loan Number 84-007 325,355 - 3,586 321,769 3,699
Valle Apartments 238.058 - 238.058 - -
775,032 - 241.644 533,388 3,699

NOTES CAPITAL
The Housing Authority has capital consisting of funds advanced by and insured by the FHA under
the terms of the Consolidated Farm and Rural Development Act or Title V of Housing Act of 1949.
The Housing Authority is eligible for assistance from HUD on this or any future projects.

NOTE 6 INTEREST SUBSIDY-NONCASH INVESTING. CAPITAL AND FINANCING ACTIVITIES
Interest expense on notes payable to Farmers Home Administration does not include $6,381 that has
been credited to the Housing Authority through subsidy by Farmers Home Administration.

NOTE7 RISK MANAGEMENT
The Authority is exposed to various risks of loss related torts, thefts of, damage to, or destruction of
assets; errors or omissions; injuries to employees, or acts of God.

The Authority maintains commercial insurance for all risks of loss. Settled claims have not exceeded
this commercial coverage in any of the past three fiscal years.

NOTE 8 INTERFUND BALANCES

Individual fund interfund receivables and payable balances December 31, 2022 were:

Due From Due To Transfer In  Transfer Out

Section 8 - 76 - g
Management 76 475,232 - .
Valle Apartments 474,003 - - -
Manzanola Family 332 - s S
Elderly 897 - - 5

Total 475.308 475,30 ___» -

Interfund balances occur due to short-term lending between funds to assist with cash flow
requirements. All are expected to be repaid within one year when classified as due to/from other
funds. Transfers were made 10 support operations. The sale of Valle Apartments was closed by
Management with the net proceeds duc to Valle Apartments fund.

-12-



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

NOTE 9

CONTINGENCIES - TAX. SPENDING AND DEBT LIMITATIONS

NOTE 10

In November 1992, the voters of Colorado approved Amendment 1, commonly known as the
Taxpayer's Bill of Rights (TABOR), which adds a new Section 20 to Article X of the Colorado
Constitution. TABOR contains tax, spending, revenue and debt limitations which apply to the State
of Colorado and all local governments.

Enterprises, defined as government-owned businesses authorized to issue revenue bonds and
receiving less than 10% of annual revenue in grants from all state and local governments combined,
are excluded from the provisions of TABOR.

The initial base for local government spending and revenue limits is 1992 Fiscal Year Spending.
Future spending and revenue limits are determined based on the prior year's Fiscal Year Spending
adjusted for allowable increases based upon inflation and local growth. Fiscal Year Spending is
generally defined as expenditures plus reserve increases with certain exceptions. Revenue in excess
of the Fiscal Year Spending limit must be refunded unless the voters approve retention of such
revenue.

TABOR requires local governments to establish Emergency Reserves. These reserves must be at
least 1% of Fiscal Year Spending (excluding bonded debt service) in 1993, 2% in 1994 and 3%
thereafter. Local governments are not allowed to use the emergency reserves to compensate for
economic conditions, revenue shortfalls, or salary or benefit increases.

TABOR requires, with certain exceptions, voter’s approval prior to imposing new taxes, increasing a
tax rate, increasing a mill levy above that for the prior year, extending an expiring tax, or
implementing a tax policy change directly causing a net tax revenue gain to any local government.

Except for bond refinancing at lower interest rates or adding employees to existing pension plans,
TABOR specifically prohibits the creation of multiple-fiscal year debt or other financial obligations
without voter approval or without irrevocably pledging present cash reserves for all future payments.

The Authority is an entity that exists for the purpose of administering housing programs to benefit
the Otero County area. They have no taxing authority, and no bonded debt. They are primarily
funded by federal grants, state grants and local county contributions.

The Authority’s management believes it is in compliance with the provisions of TABOR which are
applicable to this entity. However, TABOR is complex and subject to interpretation. Many of the
provisions, including the interpretation of how to calculate Fiscal Year Spending limits (and
qualification as an Enterprise) will require judicial interpretation.

DEFINED CONTRIBUTION PLANS

The Authority makes contributions to a Simplified Employee Pension-Individual Retirement
Account (IRA) plan. The contributions are discretionary and are made in accordance with the
restrictions of Internal Revenue Service code Section 408 (k) directly to the IRA of the employee.
Employees are cligible if at least 21 years of age and have been employed for at least 3 years.
Contributions are based on a percentage of compensation. The Housing Authority made 5.7%
contributions for the year of $4,732. The compensation for which contributions were calculated was
$83.018.

-13-



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO FINANCIAL STATEMENTS
December 31, 2022

The Authority also maintains a Salary Reduction Simplified Employee Pension — Individual
Retirement Account Plan to which elective deferrals can be made in accordance with allowable

Net position restricted in the Section 8 Vouchers fund represents amounts received from HUD in
excess of amounts earned for housing assistance payments and administrative fees. The funds

NOTE 10  DEFINED CONTRIBUTION PLLANS (Continued)
Internal Revenue Service guidelines.
NOTE 11  RESTRICTED NET POSITION
restricted are to be used in future periods in the vouchers program.
There were no restricted amounts recorded at December 31, 2022.
NOTE 12  ALLOCATED OVERHEAD COSTS

The Otero County Housing Authority shares administration and operations employees and activities
with the La Junta Housing Authority. The following are the total costs of shared services that have
been allocated to each fund in the housing authorities and the percentage used to make the allocation
by fund for the Otero County Housing Authority.

Administrative Salaries and Benefits 161,560
Office Expenses 7,823
Accounting Fees 20,665
Materials 10,107
Other General Administrative 4,615

204,770

The allocation percentages for Otero County Housing Authority were:

Manzanola Family 0%
Elderly 14%
Section 8 4%
Management 4%
Valle Apartments 0%

_14-
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SINGLE AUDIT SECTION




@Pa DIXON, WALLER & CO., INC. CERTIFIED PUBLIC ACCOUNTANTS

164 E. MAIN
TRINIDAD, COLORADO 81082
(719) 846-9241 FAX (719) 846-3352

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

Board of Directors
Otero County Housing Authority
La Junta, Colorado 81050

We 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 business-type activities and each major fund of Otero
County Housing Authority as of and for the year ended December 31, 2022, and the related notes to the financial
statements, which collectively comprise Otero County Housing Authority’s basic financial statements, and have
issued our report theréon dated July 19, 2023.

Report on Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow management ‘or
employees, in the normal course of performing their assigned functions, to prevent, or detect and correct
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies, in internal
control such that there is a reasonable possibility that a material misstatement of the entity’s financial statements will
not be prevented, or detected and corrected on 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.

Our 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 our audit we did not identify any deficiencies in internal control that we
consider to be material weaknesses. However, material weaknesses may exist that have not been identified.



Report on Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our 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 on
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.

July 19, 2023

4.



@Pa DIXON, WALLER & CO., INC. CERTIFIED PUBLIC ACCOUNTANTS

164 E. MAIN
TRINIDAD, COLORADO 81082
(719) 846-9241 FAX (719) 846-3352

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR
EACH MAJOR PROGRAM AND ON INTERNAL CONTROL
OVER COMPLIANCE REQUIRED BY UNIFORM GUIDANCE

Board of Directors
Otero County Housing Authority
La Junta, Colorado 81050

Report on Compliance for Each Major Federal Program
Opinion on Each Major Federal Program

We have audited Otero County Housing Authority’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 Otero County Housing Authority’s major
federal programs for the year ended December 31, 2022. Otero County Housing Authority’s major federal programs are
identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

In our opinion, Otero County Housing Authority 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, 2022. '

Basis for Opinion on Each Major Federal Program

We conducted our 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 Coniptroller
General of the United States, and the audit requirements of title 2 U.S. Code of Federal Regulations Part 200; Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). Our

responslblhtle_s under those stanidards and the Uniform Guidance are further described in the Auditor’s Responsibilities for the
Audit of Compliance section of our report.

We are required to be independent of Otero County Housing Authority and to meet our other ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our opinion on compliance for each major federal program. Our audit does
not provide a legal determination of Otero County Housing Authority’s compliance with the compliance requirements referred
to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the design, implementation, and
maintenance of effective internal control over compliance with the requirements of laws, statutes, regulations, rules, and
provisions of contracts or grant agreements applicable to Otero County Housing Authority’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain rcasonable assurance about whether material noncompliance with the compliance requirements
referred to above occurred, whether due to fraud or error, and express an opinion on Otero County Housing Authority’s
compliance based on our audit. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore
is not a guarantee that an audit conducted in accordance with generally accepted auditing standards, Government Auditing

=055



Standards, and the Uniform Guidance will always detect material noncompliance when it cxists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control. Noncompliance with the compliance
requirements referred to above is considered material if there is a substantial likelihood that, individually or in the aggregate, if
would influence the judgment made by a reasonable user of the report on compliance about Otero County Housing Authority’s
compliance with the requirements of each major federal program as a whole.

[n performing an audit in accordance with generally accepted auditing standards, Government Auditing Standards, and the
Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and perform audit
procedures responsive to those risks. Such procedures include examining, on a test basis, evidence regarding Otero
County Housing Authority’s compliance with the compliance requirements referred to above and performing such
other procedures as we considered necessary in the circumstances.

e Obtain an understanding of Otero County Housing Authority’s internal control over compliance relevant to the audit
in order to design audit procedures that are appropriate in the circumstances and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an opinion on the
effectiveness of Otero County Housing Authority’s internal control over compliance. Accordingly, no such opinion is
expressed.

We are required to communicate with those charged with governance regarding, among other matters, the planned scope and
timing of the audit and any significant deficiencies and material weaknesses in internal control over compliance that we
identified during the audit.

Report on 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 on a timely basis. A material weakness in
internal control over compliance is a deficiency, or a combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. 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.

Our consideration of internal control over compliance was for the limited purpose described in the Auditor’s Responsibilities
for the Audit of Compliance section above and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies in internal control over compliance. Given these
limitations, during our audit we did not identify any deficiencies in internal control over compliance that we consider to be
material weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal control over
compliance may exist that were not identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
Accordingly, no such opinion is expressed.

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of internal control
over compliance and the results of that testing based on the requirements of the Uniform Guidance. Accordingly, this report is
not suitable for any other purpose.
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THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2022

SECTION 1 - SUMMARY OF AUDITOR'S RESULTS:

FINANCIAL STATEMENTS

Auditor’s Report
An unmodified report has been issued on the financial statements of Otero County Housing Authority.

Internal Control Over Financial Reporting

No significant deficiencies were disclosed by the audit; there were no material weaknesses identified.

Noncompliance Material to Financial Statements

No instances of noncompliance in amounts material to the financial statements of Otero County Housing
Authority were disclosed by the audit.

FEDERAL AWARDS

Internal Control Over Major Programs

No significant deficiencies or material weaknesses were identified.

Auditor’s Report on Compliance for Major Programs

An unmodified report has been issued on Otero County Housing Authority compliance for major programs.

Audit Findings

No findings requiring disclosure in accordance with 2 CFR Section 200.516(a) were disclosed by the audit.

Major Programs

Very Low to Moderate Income Housing Loans 10.410

Dollar Threshold to Distinguish Type A and Type B Programs

$750,000.

Qualification as low-risk auditee

Otero County Housing Authority qualified as a low-risk auditee for the year ended December 31, 2022.



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
For the Year Ended December 31, 2022

(Continued)

SECTION II - FINANCIAL STATEMENT FINDINGS

None

SECTION III — FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

None



THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended December 31, 2022

Federal Grantor/Pass-through
Grantor/Program Title

United States Department of Agriculture

Rural Rental Assistance Payments
Rural Rental Housing Loans - Supplement
Low Income Housing Loans

Total Department of Agriculture

Department of Housing and Urban Development

Section 8 - Housing Choice Vouchers

(Passed through Otero County, Colorado)
Section 8 - Housing Assistance Program-Special Allocation

Total Department of Housing

TOTAL EXPENDITURES

The accompanying notes are an integral part of this schedule
-29.

ALN

Number

10.427
10.415
10.410

14.871

14.195

_Bxpenditures

53,859
33,212
536.973

624,044

242,838

242.202

485,040

1,109,084
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THE HOUSING AUTHORITY OF THE COUNTY OF OTERO, COLORADO
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended December 31, 2022

NOTE1 BASIS OF PRESENTATION
The accompanying schedule of expenditures of federal awards includes grant activity of Otero
County Housing Authority and is presented on the accrual basis of accounting. The information is
presented in accordance with the requirements of Title 2 U.S. Code of Federal Regulations, Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards. Therefore, some amounts presented in this schedule may differ from amounts presented in,
or used in the preparation of the general purpose financial statements.
NOTE2 LOANS OUTSTANDING
Otero County Housing Authority had the following loan balances outstanding at December 31, 2022.
The balances outstanding are included in the federal expenditures presented in this schedule.
Amount
Title CFDA Number Outstanding
Low Income Housing Loans 10.410 533,388
NOTE3 INDIRECT COSTS

The Housing Authority has elected not to use the 10 percent de minimis indirect cost rate.



