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MANAGEMENT DISCUSSION AND ANALYSIS



MANAGEMENT DISCUSSION AND ANALYSIS FOR THE HOUSING AUTHORITY OF
THE CITY OF TULSA (The Authority)

Our discussion and analysis of the Authority’s financial performance provides an
overview of the Authority's financial activities for the year ended June 30, 2013. Please
read it in conjunction with the Authority’s financial statements.

FINANCIAL HIGHLIGHTS

The Authority's net assets decreased by $3,745,224 or 4% during the year ended
June 30, 2013, from $85,243,118 at June 30, 2012 to $81,497,894 at June 30,
2013

Total operating revenues increased by $461,672 or 11% for the year ended June
30, 2013, from $4,215,815 for the year ended June 30, 2012 to $4,677,487 for
the year ended June 30, 2013.

Total operating expenses of the Authority decreased by $867,973 or 3% for the
year ended June 30, 2013, from $24,837,494 for the year ended June 30, 2012
to $23,969,521 for the year ended June 30, 2013.

Total non-operating revenues (expenses), including capital grants, decreased by
$4,323,991 or 13% for the year ended June 30, 2013, from $19,870,801 for the
year ended June 30, 2012 to $15,546,810 for the year ended June 30, 2013.

USING THIS ANNUAL REPORT

The following summarizes the content of the Authority’s financial statements:

Management Discussion and Analysis

Financial Statements, including the Statement of Net Position on page four, the
Statement of Revenues and Expenses and Changes in Net Assets on page five,
and the Statement of Cash Flows on page six.

Notes to Financial Statements

The primary focus of the Authority’s financial statements is on the Authority as a whole.
This perspective allows the user to address relevant questions, broaden a basis for
comparison and enhance the Authority’s accountability.



Entity Wide Financial Statements

The Authority engages in only business type activities. The financial statements are
designed to be corporate-like in that all business type activities are consolidated to a
total for the entire entity. The Authority's major business activities include the following:

Rental and management of real estate under low rent public housing and Section
8 contracts.

Provide rental assistance and Family Self Sufficiency counseling under Section 8
voucher contracts.

Provision of tenant services funded from both low rent public housing contracts
grant funding and private donations.

Modernization of low rent public housing property through use of Capital Fund
Program grants.

Purchase and renovation of property with HOME funds, through the Authority’s
component unit, Housing Partners of Tulsa, Inc. ("HPT").

The operation of a low-income tax credit housing project, through Nogales
Housing Partners LP, the Authority's component unit.

Statement of Net Position

The following table reflects the condensed Statement of Net Assets compared to prior

year.
2013 2012

Current assets $ 25,465,956 § 26,602,150
Capital assets 68,086,848 69,732,883
Other assels 7,925 9,314
Total Assets $ 93,560,729 $ 96.344.347
Current liabilities $ 4,519,084 $ 3,339,024
Other non-current liabilities 2,037,719 2,139,064
Long-term debt 5,506,022 5,623,141
Total Liabilities 12.062.835 11,101,229
Net Position: :

Net investment in capital assets 62,475,181 64,027,304

Restricted 2,145,259 4,474 083

Unrestricted 16,877,454 16,741,731
Total Net Position 81,497,894 85,243,118

Total Liability and Net Position $ 93.560.729 $ 96.344,347




For more detailed information, see page three for the Statement of Net Position.

Major Factors Affecting the Statement of Net Position

Current assets decreased by $1,136,194. The decrease is primarily due to the
decrease in restricted investments, as a result of reduced Section 8 housing assistance

payment funding, necessitating the use of the Authority’s restricted reserved funds.

CHANGE IN UNRESTRICTED NET POSITION

Unrestricted Net Position at the beginning of the year $ 16,741,731
Change in Unrestricted Net Assets 135,723
Unrestricted Net Assets at the end of the year $ 16.877.454

While the results of operations are a significant measure of the Authority's activities, the
analysis of the changes in Unrestricted Net Position provides a clearer change in
financial well-being. The increase in unrestricted net position is offset in large part by a
decrease in restricted net position, which can be attributed primarily to the increase in
restricted net assets associated with the Section 8 Housing Choice Vouchers ("Section
8") program. The decrease in restricted net position under Section 8 was associated
with HUD requiring the use of restricted net position to fund 2013 Section 8 housing
assistance payments (HAP).

STATEMENT OF REVENUES AND EXPENSES AND CHANGES IN NET ASSETS

The following schedule compares the revenues and expenses for the current and
previous fiscal year. As stated before, the Authority engages in only business-type
activities.



2013 2012
Revenues
Operating grants and subsidies $ 39,985,390 $ 42,348,107
Capital grants and contributions 2,321,674 2,671,444
Tenant rental and other operating revenues 4,677,487 4,215,815
Interest income 167,977 231,090
Other 738,091 787,836
Total Revenues 47.890,619 $ 50,254,292
Expenses
Administrative and general 8,632,323 $ 9,111,961
Tenant services 981,287 045,882
Utilities 2,805,076 2,885,272
Maintenance 5,401,679 5,505,540
Protective services 429,210 698,617
Housing Assistance payments 27,231,563 25,713,246
Depreciation 5,719,946 5,690,222
Interest 434,779 454,430
Total Expenses 51,635,863 51,005,170
Change in Net Position $ (3,745,244) $ (750,878)

MAJOR FACTORS AFFECTING THE STATEMENT OF REVENUES AND EXPENSES

AND CHANGES IN NET ASSETS

Operating and capital grants and subsidies decreased by approximately $2,712,000,
primarily as a result of a decrease in Section 8 funding of approximately $1,626,000,

decreased low rent operating subsidiaries of approximately $779,000 and decrease in
capital fund funding of approximately $283,000.

Section 8 housing assistance payments increased by approximately $1,518,000 funded
significantly from the Authority's restricted reserves.



CAPITAL ASSETS AND DEBT ADMINISTRATION

As of year-end, the Authority had $68,086,848 invested (net) in a variety of capital
assets as reflected in the following schedule, which represents a net decrease of
$1,646,035 from the end of last year.

2013 2012
Land, buildings and improvements $ 142,757,927 $ 140,497,086
Furniture and equipment 13,801,745 13,164,247
Total cost of assets 156,559,672 153,662,233
Accumulated depreciation (88,472,824 (83,929,350)
Net $ 68086.848 $ 69,732,883

CHANGE IN CAPITAL ASSETS

The following summarizes the changes in capital assets:

Balance, beginning of year $ 69,732,883
Additions to capital assets 4,194,909
Disposal of capital assets, net (120,998)
Depreciation (5,719,946)
Balance, end of year $ 68.086.848

This year's major additions were capital improvement programs from capital fund
grants, and from operating funds.

Debt Outstanding
As of June 30, 2013, outstanding debt was $5,611,667, compared to $5,705,579 at

June 30, 2012. This represents a decrease of $93,912, and is attributable to current
year principal payments on the debt.



OUTSTANDING DEBT AT YEAR END

Nogales Housing Partners LP - FHLB Debt $ 117,000
inhofe Plaza Debt 5,494 667
5.611,667

ECONOMIC FACTORS
Significant economic factors affecting the entity are as follows:

e Federal funding of the Department of Housing and Urban Development (or
applicable agency)

« Local labor supply and demand, which can affect salary and wage rates

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

« Inflationary pressure on utility rates, supplies and other costs

FINANCIAL CONTACT

The individual to be contacted regarding this report is Don Hammons, Chief Financial
Officer, of the Housing Authority of the City of Tulsa, Oklahoma, at (918) 581-5707.
Specific requests may be submitted to Don Hammons, Chief Financial Officer, at P.O.
Box 6369, Tulsa, Oklahoma, 74148-0369.
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Independent Auditors’ Report

To the Board of Commissioners
Housing Authority of the City of Tulsa
Tulsa, Oklahoma

Report on the Financial Statements

We have audited the accompanying financial statements of the Housing Authority of the City
of Tulsa, including its component units, (collectively referred to as the “Authority”), which
comprise the statements of net position as of June 30, 2013 and 2012, and the related

statements of revenues, expenses and changes in net position, and cash flows for the years
then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor's Responsibility

Our responsibility is to express an opinion on the financial statements based on our audits.
We conducted our audits 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 we plan and perform the audits to obtain reasonable assurance
about whether the financial statements are free of material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosure in the financial statements. The procedures selected depend on the auditor's
judgment, including assessment of the risk 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 entity'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, we express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluating the overall
presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit opinion.

1
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To the Board of Commissioners
Housing Authority of the City of Tuilsa
Page 2

Opinion

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of the Authority, including its component unit, as of June 30,
2013 and 2012, and the changes in its financial position and its cash flows for the years then
ended, in accordance with accounting principles generally accepted in the United States of
America.

Other Matters
Management Discussion and Analysis

Accounting principles generally accepted in the United States of America require that the
management discussion and analysis be presented to supplement the basic financial
statements. Such information, 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 management discussion and analysis 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 evidence to express an opinion or provide any assurance.

Schedule of Expenditures of Federal Awards

Our audit was conducted for the purpose of forming an opinion on the Authority’s basic
financial statements. The accompanying schedule of expenditures of federal awards is
presented for purposes of additional analysis as required by the U.S. Office of Management
and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and is not a required part of the 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. In our opinion, the information is fairly stated in all material respects in
relation to the basic financial statements as a whole.



To the Board of Commissioners
Housing Authority of the City of Tulsa
Page 3

Financial Data Schedule

Our audit was conducted for the purpose of forming an opinion on the Authority's basic
financial statements. The accompanying Financial Data Schedule is presented for purposes of
additional analysis as required by the U.S. Department of Housing and Urban Development,
Real Estate Assessment Center, and is 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. In our opinion, the information is 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
March 24, 2014, on our consideration of the Authority’s internal control over financial reporting
and our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters, The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing,
and not to provide an opinion on the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance with Government Auditing
Standards in considering the Authority's internal control over financial reporting and

compliance.
=S b Tl e+
@éem C%m%w 2

Tulsa, Oklahoma
March 24, 2014




HOUSING AUTHORITY OF THE CITY OF TULSA

STATEMENTS OF NET POSITION

June 30, 2013 2012
ASSETS
Current Assets
Cash and cash equivalents $ 3,709,001 $ 4,177,149
Accounts receivable:
HUD and other governmental entities 479,905 550,003
Tenants, net of allowance for doubftful accounts of
$41.,661 in 2013 and $42,062 in 2012 i 28,625 13,084
Other, net of allowance for doubtful accounts of
$253,431in 2013 and $274,881 in 2012 84,903 128,135
Accrued interest receivable 41,835 64,280
Inventories 507,704 668,318
Prepaid expenses 242793 172,001
Investmenis _ 19,162,944 18,328,508
Restricted investments 1,208,246 2,499,772
Total Current Assets 25,465,956 26,602,150
Net Property and Equipment 68,086,348 69,732,883
Other Assets 7,925 9,314
Total Assets $ 93,560,729 $ 06,344,347

The accompanying notes are an integral part of the financial statements



2013 2012
LIABILITIES AND NET POSITION
Current Liabilities
Current maturities of long-term debt $ 105,645 $ 82,438
Accounts payable-trade 566,565 543,569
Accounts payable-HUD and other governmental 32,859 113,325
Accounts payable-tenant security deposits 366,667 362,758
Accrued salaries, wages, and payroll taxes 288,248 294,297
Accrued compensated absences 172,965 51,255
Accrued liabilities and other 2,820,419 1,811,576
Deferred revenues 165,726 79,8006
Total Current Liabilities 4,519,094 3,339,024
Other Noncurrent Liabilities 2,037,719 2,139,064
Long Term Debt 5,506,022 5,623,141
Total Liabilities 12,062,835 11,101,229
Net Position
Net investment in capital assets 62,475,181 64,027,304
Restricted 2,145,259 4,474,083
Unrestricted 16,877,454 16,741,731
Total Net Position 81,497,894 85,243,118
Total Liabilities and Net Position $ 93,560,729 $ 96,344,347




HOUSING AUTHORITY OF THE CITY OF TULSA
STATEMENTS OF REVENUES AND EXPENSES AND

CHANGES IN NET POSITION

Years Ended June 30, 2013 2012
Operating Revenues:
Dwelling rent $ 4,096,323 $ 3,928,266
Nondwelling rent 581,164 287,549
Total Operating Revenues 4,677,487 4,215,815
Operating Expenses:
Ordinary maintenance and operations 5,401,679 5,505,540
Administration 7,255,640 7,602,967
Utilities 2,805,076 2,885,272
Protective services 429,210 698,617
Tenant services 981,287 945,882
Insurance 919,609 849,799
Bad debts 138,697 139,008
Other general expenses 318,377 520,167
Depreciation 5,719,946 5,690,222
Total Operating Expenses 23,969,521 24,837,494

Operating Loss

Nonoperating Revenues (Expense):

Direct HUD contributions and grants:
Public housing modernization
Public housing operating subsidies
Section 8 grants and subsidies
Other

Housing assistance payments

interest income

Interest expense

Gain (loss) on disposition of property and equipment

Other

Total Nonoperating Revenues (Expense)
Change in Net Assets Before Capital Grants
Capital Grants and Contributions

Change in Net Position

Net Position, beginning of year

Net Position, end of year

(19,292,034)

(20,621,679)

1,226,148 1,159,288
8,118,635 8,897,261
30,268,285 31,894,187
372,322 397,371
(27,231,563)  (25,713,246)
167,997 231,090
(434,779) (454,430)
(31,995) 17,291
770,086 770,545
13,225,136 17,199,357
(6,066,898) (3,422,322)
2,321,674 2,671,444
(3,745,224) (750,878)
85,243,118 85,093,096

$ 81,407,894 _$85.243,118

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




HOUSING AUTHORITY OF THE CITY OF TULSA

STATEMENTS OF CASH FLOWS
Years Ended June 30, 2013 2012

Cash Flows From Operating Activities:

Cash received for dwelling rent $ 4171,511 $ 3,990,097
Cash received for nondwelling rent 626,886 415,712
Cash paid to employees (10,304,799)  (10,582,561)
Cash paid to vendors and supplies (7,007,264) (7,940,057)
Net Cash Used In Operating Activities (12,513,666) * _(14,116,809)
Cash Flows From Investing Activities: “
Purchase of unrestricted investments (16,324,220) (16,746,533)
Sales and maturities of unrestricted investments 15,484,421 15,833,977
Interest received : 184,205 283,535
Change in restricted investments ‘ . 1,280,346 134,885
Net Cash Provided By {Used In) Investing Activities 624,752 (494,136)
Cash Flows From Capital and Related Financing
Activities:
Federal granis 2,321,674 3,673,356
Principal payments on long-term debt (93,912) (1,022,004}
Interest paid (365,776) (391,680)
Additions o property and equipment (4,070,011) (3,642,351)
Proceeds from sale of property and equipment - 17,557
Net Cash Used In Capital and Related Financing (2,208,025) (1,365,122)
Cash Flows from Noncapital Financing Activities:
Operating subsidies and grants 39,896,033 42,029,226
Housing assistance payments (27,231,563)  (25,713,246)
Other grants, contributions and subsidies 964,321 770,545
Net Cash Provided By Noncapital Financing Activities 13,628,791 17,086,525
Net Increase in Cash and Cash Equivalents (468,148) 1,110,458
Cash and Cash Equivalents, beginning of year 4,177,149 3,066,691
Cash and Cash Equivalents, end of year $ 3,709,001 $ 4177,149

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



2012 2011

Reconciliation of Operating Loss to Net Cash Used in
Operating Activities:
Operating loss $ (19,292,034) $(20,621,679)
Adjustments to reconcile operating loss to net
cash used in operating activities:

Depreciation and amortization 5,719,946 5,690,222
Net change in:

Accounts receivable 28,591 154,018
Inventories 32,253 352,490
Prepaid expenses (69,403) 404,064

Accounts payable, accrued liabilities and other
liabilities 1,066,981 (95,924}
Net Cash Used In Operating Activities $ (12,513,666) $(14,116,809)




HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 20142

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization

The accompanying entity wide financial statements of the Housing Authority of the
City of Tulsa (the “Authority”) includes the Authority's annual contributions
contracts and other grant programs. They also include various other funds and
component units as described below, and do not include any fiduciary funds or
component units which are fiduciary in nature.  Significant receivable and payable
balances between separate program funds and blended component units and
significant activity between separate program funds and blended component units
are eliminated in the preparation of these entity-wide financial statements.

The Authority was formed in 1966 under a resolution adopted by the City of Tulsa
to provide safe and sanitary dwelling accommodations for persons of low income,
through U.S Department of Housing and Urban Development ("HUD"} public
housing operating subsidies for low rent public housing, HUD public housing grants
for modernization and development of public housing, and HUD Section 8 grants
for rental vouchers, moderate rehabilitation and new construction.

In addition, the Authority had a $28.6 milion HOPE VI grant for the demolition and
replacement of certain low rent public housing, which has recently been
completed. The Authority also has various grants for supportive services for low-
income Individuals. As part of the Authoritys HOPE VI grant program, the
Authority has allocated HOPE VI grant funds to cerfain tax credit limited
partnerships (the “partnerships’), to assist in the construction of low-income
housing projects. These fund allocations are evidenced by certain notes due to the
Authority by these partnerships. The stated maturities of these noies are
approximately 40 years, with repayment, plus any accrued interest due in 2042-
2043. During the periods up to maturity, no interest is required to be paid to the
Authority. Accompanying the notes is the right of first refusal by the Authority to
acquire the properties from the partnerships at note maturity, for the amount of the
outstanding principal plus accrued interest.

The Authority has not recorded assets for these obligations in the accompanying
financial statements, due to the uncertainty of collection and the uncertainty of
acquisition by the Authority of the projects at maturity. The amount of funds
allocated to the partnerships under these notes, plus any accrued interest, is
approximately $31 million at June 30, 2013 and $30 million at June 30, 2012.

The Auxiliary Fund (“Auxiliary”) is a fund established by the Authority to account
for the activities of the Authority not specifically funded by federal financial
assistance. These activities include the management of certain Section 8 housing
projects and the acquisition and sale of real estate properties.



HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Housing Partners of Tulsa, Inc. (‘HPT”), is a blended component unit of the
Authority and is a nonprofit organization, organized by the Authority, fo provide
housing and other services to low and moderate income individuals, as follows:

e HPT has purchased and renovated certain properties, which are being held
for resale. The funds for the purchase and renovation of these properties
are primarily from federal government grants through the City of Tulsa,
under its HOME program. These properties are included as part of
inventories in the accompanying financial statements.

e Under HPT's current contract with the City of Tulsa for the purchase and
renovation of property under the HOME program, amounts received for
property and renovation costs are not required to be repaid to the City of
Tulsa upon sale of the property. Amounts received for the sale of renovated
homes are considered proceeds and are retained by HPT for the acquisition
and renovation of additional properties for home ownership. The contract
also allows various administrative costs incurred by HPT to be reimbursed
by the City of Tulsa.

o HPT also has a contract with the City of Tulsa to administer HOME program
funds set aside for the purpose of providing down payment assistance to
eligible, potential homeowners. Once eligibility is determined, HPT provides
a down payment to the homeowner at closing. Among other requirements,
this assistance is not required to be paid back to HPT unless the house is
sold within five years of the purchase date.

e HPT also provides housing and housing related servicés to eligible
participants, funded by grants from HUD and private donations.

The Meadows Fund (“Meadows”) is a fund established by the Authority to account
for the acquisition of real property located in Tulsa, Okiahoma, and to operaie
thereon an apartment complex of 176 units (the Meadows Apariments), under
Section 8 of the National Housing Act. The property was acquired from the City of
Tulsa in accordance with the terms of the July 17, 1992 agreement between the
City of Tulsa and the Authority (the “Agreement’). Under the terms of the
Agreement, the Meadows Tenant Association had an option to purchase the real
property interest within five years of the date of the Agreement for the amount paid
for the property by the Authority; however, this option was not exercised. The
Meadows Apartments are reguiated by HUD as to rent charges and operating
methods.

Towne Square Fund (“Towne Square”) is a fund established by the Authority to
account for the acquisition of real property located in Tulsa, Oklahoma, and to
operate thereon an apartment complex of 145 units (Towne Square Apartments),
under Section 8 of the National Housing Act. The property was acquired from
HUD in accordance with the July 8, 1993 Contract of Sale between the Authority
and HUD. The Towne Square Apariments are regulated by HUD as fo rent
charges and operating methods.



HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Inhofe Plaza Fund ("Inhofe Plaza") is a fund established by the Authority to
account for the acquisition in real property located in Tulsa, Oklahoma and to
operate thereon an apartment complex of 150 units (Inhofe Plaza Apariments),
under Section 8 of the National Housing Act. The property was acquired during
the year ended June 30, 2008 by the Authority, from private owners, for
approximately $6,000,000 debt (See Note 6). The Inhofe Plaza Apartments are
regulated by HUD as to rent changes and operating methods

Tulsa Housing Assistance Corporation (‘“THAC") is a blended component unit of
the Authority and is a nonprofit organization, formed for the purpose of issuing
revenue bonds, the proceeds of which were used to purchase the Murdock Villa
apartment complex, located in Tulsa, Oklahoma and consisting of 143 units and
operated under Section 8 of the National Housing Act, and to provide financing for
other Authority-owned properties to be operated as low-income housing projects.

Nogales Realty, LLC, Nogales Housing Partners, LP (“Nogales LP") and
Newton Plaza, Inc. are blended component units of the Authority. The entities
were formed for the purpose of constructing the Newton Plaza apartment complex,
located in Tulsa, Oklahoma, consisting of 28 units, and operating as a low-income
tax credit project. Newton Plaza, Inc. and Nogales Realty, LLC are owned 100%
by the Authority and Newton Plaza, Inc. is the general partner of Nogales LP.

Pursuant to the Partnership Agreement of Nogales LP, the limited partner of
Nogales LP is required to make and has made capital coniributions, in varying
installments, to Nogales LP totaling approximately $2,450,000. These limited
partner capital contributions are subject to adjustments based on the amount of
Low-Income Housing Tax Credits allocated to Newton Plaza apartment complex
and subject to other adjustments as defined in the Parinership Agreement of
Nogales LP.

Nogales LP expects to generate an aggregate of approximately $2,550,000 of low-
income housing tax credits (“Tax Credits”). Tax Credits become available for use
by its partners pro-rata over a ten-year period, and will expire in March 2016. In
order to qualify for Tax Credits, Newton Plaza apartment complex must comply
with federal and state requirements including, but not limited to renting to low-
income tenants at prescribed rates for at least the first 15 years of operation, and
maintaining and operating the apartment complex as low-income housing for
another 15 vears after that. Because Tax Credits are subject to complying with
certain requirements, there can be no assurance that the aggregate amount of Tax
Credits will be realized

Property One Management Group, LLC ("Property One") is a blended
component unit of the Authority and is a nonprofit organization, organized by the
Authority, to purchase, manage, improve, and sell real estate.

* k k k Ak k%

There are separate audited financial statements for the component units HPT and
Nogales LP, which may be obtained at the Authority’s administrative offices.



HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

The Authority, including its component units, is exposed to all common risks
associated with the ownership and rental of real estate properties. These risks are
covered by commercial insurance

Basis of Accounting

The Authority, including its component units, presents its activities in the
proprietary fund category. The measurement focus of proprietary activities is on
the determination of net income, financial position, and cash flows. As a result, the
Authority, including its component units, uses the accrual method of accounting,
whereby revenues are recorded when earned and expenses are recorded at the
time that liabilities are incurred.

The Authority, including its component units, distinguishes operating revenues and
expenses from non-operating items. Operating revenues and expenses result
from providing services to tenants. Operating revenues and expenses consist of
rental revenues and other charges collected from tenants, and expenses
associated with operating low-income housing projects. All other revenues and
expenses are reported as nonoperating revenues and expenses.

The Authority, and its component units, follow the policy of applying all applicable
pronouncements of the Governmental Accounting Standards Board (“GASB”) as
welt as following all Financial Accounting Standards Board ("FASB") statements
and interpretations, except for those that conflict with or contradict GASB
pronouncements.

Reclassifications

Certain reclassifications have been made in the 2012 financial statements to
conform to the classifications used in 2013. The reclassifications relate to the
classification of liabilities and have no effect on net position or the change in net
position.

Cash and Cash Equivaients

All highly liquid debt instruments purchased with an original maturity of three
months or less are considered to be cash equivalents.

Cash balances are maintained at financial institutions. Accounts at each institution
are insured by the Federal Deposit Insurance Corporation ("*FDIC") up to $250,000
as of June 30, 2013,

Investments

Investments (including restricted investments) consist of U.S. agency securities,
certificates of deposit, money market funds, and other time deposits. investments
which are short-term money-market type investments, as defined by the GASB,
are recorded at amortized cost, which approximates fair value. All other
investments are recorded at fair value.
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Property and Equipment

Property and equipment are recorded at acquisition cost, and depreciated using
the straight line method over their estimated useful lives, as follows:

e Buildings and Improvements 20 - 40 years

¢ Furniture and equipment, including dwelling appliances 3-15 years
Maintenance and repairs are charged to expense as incurred, whereas renewals
and betterments are generally capitalized. Upon sale or retirement, the costs are
removed from the accounts, and the resulting gain or loss is included in revenue or

expense. The bonds related to these costs were paid off in July 2011 and these
costs are now fully amortized.

Income Taxes

No provision has been made for federal and state income taxes on the Authority as
the Authority is a tax-exempt organization. Nogales Reaity, LLC is considered as
part of the Authority for income tax purposes. The Authority does make annual
payments in lieu of income taxes to local school districts.

No provision has been made for federal and state income taxes for Newton Plaza,
Inc., as amounts are considered immaterial.

HPT, Property One, and THAC are tax-exempt organizations under Section
501(c)(3) of the Internal Revenue Code, and no provision for income taxes is
provided on HPT, Property One, or THAC income.

The partners of Nogales Housing Partners, LP include their distributive shares of

the partnership’s profits and losses in their respective income tax returns, if
applicable. Therefore, no provision has been made for Nogales LP's income.

Inventories
Inventories consist of:

e HPT's property held for resale, which is stated at the lower of cost or market.
Cost represents its acquisition cost, plus cost of renovation, on an individual
property basis.

o Auxiliary’s property held for resale, which is stated at the lower of cost or
market. Cost represents acquisition cost, plus cost of renovation, on an
individual property basis.

« The Authority's expendable materials and supplies, which are stated at
weighted-average cost.
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Use of Estimates

The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America requires management o 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 amount of revenues and expenses during
the reporting period. Actual results could differ from those estimates.

Deferred Revenues

Deferred revenues consist of tenant rental revenue, Section 8 subsidies, and other
revenue received in advance.

Compensated Absences

Vested vacation leave is recorded as an expense as the benefits accrue to
employees.

Net Position

Net position represents the difference between assets and liabilities. Net
investment in capital assets consists of capital assets, net of accumulated
depreciation, reduced by the outstanding balances of any borrowing used for the
acquisition, construction or improvement of those assets. Net position is reported
as restricted when there are limitations imposed on their use either through the
enabling legislation adopted by the Authority or through external restrictions
imposed by creditors, grantors or laws or regulations of other governments.

Restricted net position at June 30, 2013 and 2012 consist primarily of amounts
restricted, as required by HUD for Section 8 housing assistance payments,
amounts restricted for escrows, reserve for replacements, and other purposes, and
amounts restricted under HPT's HOME program.

As of June 30, 2013 and 2012 assets restricted for Section 8 Housing assistance
payments consisted of restricted cash and restricted investments.

New Accounting Pronouncements

Effective July 1, 2012, the Authority adopted Statement of Governmental
Accounting Standards Board No. 63, “Financial Reporting of Deferred Outflows of
Resources, Deferred Inflows of Resources, and Net Position” ("Statement No. 637).
Statement No. 63 provides financial reporting guidance for deferred outflows of
resources and deferred inflows of resources, and incorporates these items into the
definitions of the net assets, which has been renamed net position. Other than the
renaming of net position (which Authority has retrospectively done for 2012)
Statement No. 63 did not have a significant impact on the Authority’s financial
statements, as the Authority does not have any deferred outflows or deferred
inflows of resources, as defined by Statement No. 63.

12



HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Subsequent Events

Subsequent events have been evaluated through March 24, 2014, which is the
date the financial statements were available to be issued.

DEPOSITS AND INVESTMENTS

It is the Authority's policy to invest in those securities which are authorized by
HUD. Such investments generally consist of obligations of the U. S. government
and its agencies and instrumentalities, collateralized or insured certificates of
deposit, or other bank deposits, and certain other commercial instruments. The
primary objectives of the Authority’s investment policy are safety, liquidity, yield,
and administrative costs.

* %k % k k ok kK

Deposit balances of the Authority and its component units are categorized to give
an indication of the level of custodial credit risk assumed by the Authority and its
component units at June 30, 2013 and 2012, as follows:

2013
Deposits Category Bank Carrying
A B C Balance Amounts
Cash and cash
equivalents $ 882,832 $2,881,260 § - $3,764,092 $ 3,709,001
Certificates of deposit
and other time
deposits {classified as
investments} 5,656,891 1,314,435 - 6,971,326 6,971,326
$6,539,723 $4,195695 §$ - $10.735418 $ 10,680,327
2012
Deposits Category Bank Carrying
A B C Balance Amounts
Cash and cash
equivalents $ 935212 $3,566,766 § - §$ 4501978 $ 4,177,149
Cettificates of deposit
and other time deposits
(classified as
investments) 2,781,868 1,271,335 - 4,053,204 4 053,204
$3.717.081 §$4.838.101 & - § 8555182 § 8230353
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Deposit Categories of Cusfodial Credit Risk

A. Insured by the Federal Deposit Insurance Corporation.

B. Collateralized with securities held by the pledging financial institution’s trust
department or agent in the Authority’s or component unit's name

C. Uncollateralized.

k ok ok ok ok *k ok

Certificates of deposit and other time deposits, considered investments by the
Authority and its component units, are collateralized with securities held by the
pledging financial institution’s trust department or agent in the Authority’'s or
component unit's name. Other investment balances, including restricted
investments, of the Authority and its component units, their credit quality ratings,
and their level of custodial credit risk as of June 30, 2013 and 2012, are as follows:

2013
Category Carrying
1 2 3 Amount
Federal Home Loan Mortgage
Corporation - AAA Rated $ - $2,767,146 $ - $2,767,146
Federal Farm Credit Bank - AAA Rated - 1,241,530 - 1,241,530
Federal Home Loan Bank — AAA Rated - 3,808,957 - 3,808,957
Federal National Mortgage
Association - AAA Rated - 5,582,231 - 5,582,231
$ - $13,399864 $ - $13,399.864
2012
Category Carrying
1 2 3 Amount
Federal Home Loan Mortgage
Corporation - AAA Rated $ - $ 4,509,337 % - $ 4,509,337
Federal Farm Credit Bank - AAA Rated - 2,501,339 - 2,501,339
Federal Home Loan Bank — AAA Rated
- 2,194,568 - 2,194,568
Federal National Mortgage
Association - AAA Rated - 7.569,832 - 7,569,832
% - $6775076 & - $16.775,076
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Investment Categories of Custodial Credit Risk

1 Uncoliateralized.

2. Uninsured and unregistered, with securities held by the counterparty’s frust
department or agent in the Authority’s or component unit's name.

3. Uninsured and unregistered, with securities held by the counterparty or by
its trust department, but not in the Authority’s or component unit's name.

* %k k kK Kk k%

As of June 30, 2013, the maturities of the Authority's and compeonent units’
investments, including restricted, are as follows:

Investment Maturities (In Years)

Carrying Less Mare
Investment Type Amount Than 1 1-5 8-10 Than 10
U.S. Agency securities $13.309.864 § - $11.085606 $2.314258 § -

Restricted investments consist of the following at June 30, 2013 and 2012:

2013 2012

Authority investments in U.S. Agency securities,
certificates of deposit and money market funds
for Section 8 Housing Assistance Payments $ 291,224 $1,161,549

Money market funds held by HPT, Meadows,
Towne Square, Inhofe Plaza and THAC for
escrows, reserve for replacements and other
purposes 683,595 587,727

Certificates of deposit and money market funds
held by the Authority for other Section 8 and
HUD purposes - 523,190

Money market funds held by Nogales LP for
shortfalls in operating subsidy amounts
received by Nogales LP from the Authority 233,427 227,306

$1,208,246 $2.499.772
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

3. PROPERTY AND EQUIPMENT

Activity in property and equipment is as follows for the year ended June 30, 2013:

Land (not
depreciated)

Buildings and
improvements

Furniture and
equipment

Total Depreciable
Assets

Less Accumulated
Depreciation

Net Property and
Equipment

06/30/12 Increases Decreases 06/30/13
$ 23,685,558 3 3900 S - $ 23,689,458
116,812,428 3,540,656 (1,284,616) 119,068,468
13,164,247 650,353 (12,854) 13,801,746
129,976,675 4,191,009 (1,297,470} 132,870,214
(83,929,350} (5,719,946) 1,176,472 (88,472.824)
$ 69,732,883 $(1.525,037) $_ {120.998) $ 68,086.848

Activity in property and equipment is as follows for the year ended June 30, 2012:

Land (not depreciated)

Buildings and
improvements

Furniture and
equipment

Total Depreciable
Assets

|.ess Accumulated
Depreciation

Net Property and
Equipment

06/30/11 Increases Decreases 06/30/12
§ 22638805 $1,046,753 § - § 23,685558
116,510,815 2,315,110 (2,013,497) 116,812,428
13,210,278 420.907 (466,938) 13,164,247
129,721,093 2,736,017 (2,480,435} 128976675
(80,532.078) (5,690,222) 2.292 950  (83,929.350)

$ 71,827,820 $ (1,907,452) $__ (187.485) § 69,732,883
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

4, ACCOUNTS RECEIVABLE - HUD AND OTHER GOVERNMENTAL ENTITIES

Accounts receivable - HUD and other governmental entities consists of the

following as of June 30:

2013 2012
Accounts Receivable - HUD
Capital fund program $ 427,253 $ 364,220
Low rent public housing - 125,863
Section 8 4,524 -
Other grants 11,289 25,060
Total HUD 443,066 515,143
Accounts Receivable -
Other governmental entities 36.839 34,860
$ 479,905 $ 550,003
5. INVENTORIES
inventories consist of the following at June 30:
2013 2012
HPT - Property Held for Resale $ - $ 68,000
Auxiliary - Property Held for Resale 130,000 255172
Authority - Expendable materials and supplies 377,704 345,146
$ 507,704 $ 668318

During the year ended June 30, 2012, HPT recorded an impairment loss of
approximately $4,300 on certain of its properties held for resale, which is included

in other general expense in the accompanying statement of activities.

6. OTHER ASSETS

Other assets consist primarily of the unamortized portion of ioan issuance costs of

Inhofe Plaza.
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

7.

LONG-TERM DEBT

Long-term debt consists of the following as of June 30, 2013 and 2012:

issue Maturity Interest Principal Balance

Description Date Date Rate 2013 2012
Inhofe
Mortgage Note Payable 4/10/07 410117 6.50% 5,494,667 5,588,579
Nogales

4.83% at

June 30,
Mortgage Note Payable 1/1/06  12/31/35 2012 117,000 117,000

5,611,667 5,705,579

Less current maturities (105,645) (82,438)

$5.506,022 $5.623.141

Inhofe Mortgage Note Payable

The mortgage note payable of Inhofe is payable to a bank and bears interest at
8.5%. The note is due in monthly installments of $38,300, including interest, with
the final installment due April 2017. The note is collateralized by a mortgage on
Inhofe Plaza Apartments, which was acquired by the Authority during the year
ended June 30, 2007.

Nogales LP Note Payable

The mortgage note payable of Nogales LP is payable to the Federal Home Loan
Bank, and bears interest at the greater of 483% or the long-term Applicable
Federal Rate at the time of each disbursement of funds under the loan agreement.
Interest is compounded annually. There are no payments due until maturity at
December 31, 2035. The note is collateralized by a fifth mortgage on Newton
Plaza apartment complex.

E R A

18



HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Future debt service of long-term debt is as follows:

Inhofe Nogales LP Total
Principal Interest Principal Interest Principal Interest
2014 $ 105,645 % 354,043 % -8 - % 105,645 $ 354,043
2015 112,721 346,968 - - 112,721 346,968
2016 120,271 339,418 - - 120,271 339,418
2017 5,156,030 276,718 - - 5,156,030 276,718
2018 - - - - - -
Thereafter - - 117,000 342,481 117.000 342,481

$5.494667 $1.317,147 § 117.000 § 342481 $ 5611.667 $1,659,628

Activity in long-term debt is as follows for the years ended June 30, 2013 and

2012

2013 2012
Balance, beginning of year $ 5,705,579 $ 6,719,465
Principal repayments (93,912) (1,022,004)
Amortization of debt issuance discount - 8,118

$ 5611667 $ 5.705,579

8. OTHER NONCURRENT LIABILITIES

Other non-current liabilities and their activities consist of the following:

2013 2012
Accrued compensated absences-noncurrent 1,891,039 1,990,977
FSS escrow liabilities-noncurrent 146,680 148,087

$2,037,719  §$2,139,064

Current
Balance Balance Portion
6/30/2012 Increases Decreases 6/30/2013 of Balance
Compensated
absences $2,042,232 $ 205,209 $(183,437) $ 2,064,004 $ 172,965
FSS escrow
liabilities 331,634 66,309 - 397,943 251,263

$2,373,866 $ 271,518 §$ (183,437) $2,461,947 $ 424,228
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

Current
Balance Balance Portion
6/30/2011 Increases Decreases 6/30/2012 of Balance

Compensated

absences $ 1,806,218 $306,665 $(70,651) $2,042232 $ 51,255

FSS escrow

liabilities 354,649 - (23,015) 331,634 183,547
$ 2,160,867 $306,665 ${93,666) $2,373,866 $ 234,802

9. RELATED PARTY TRANSACTIONS

10.

11.

The Board of Commissioners of the Authority are also the members of HPT. The
members of HPT appoint HPT's Board of Directors.

The same Board exercises control over THAC and the Authority.

RETIREMENT PLAN

GASB Statement No. 45 "Accounting and Financial Reporting for Past
Employment Benefits Other Than Pensions" became effective in the year ended
June 30, 2010 for the Authority. The Authority has no benefit plans as
contemplated by GASB Statement No . 45.

The Authority sponsors a defined contribution plan cavering all fuli time employees
who have six months of service and are age eighteen or older. Participants may
contribute to the plan in amounts not to exceed Internal Revenue Service
limitations. The Authority makes matching contributions equal to the participant’s
contribution plus 2%, but only on participant contributions of at least 3% and up to
6%. Participants are fully vested in their contributions plus actual earnings
thereon. Employer contributions are vested ratably over five years of credited
service.

Participant and Authority contributions during the year ended June 30, 2013 fotaled
approximately $439,000 and $469,000, respectively.

Participant and Authority contributions during the year ended June 30, 2012 totaled
approximately $410,000 and $475,000, respectively.

COMMITMENTS AND CONTINGENCIES

The Authority is a defendant in several claims and lawsuits; however, the
Authority’s management and legal counsel are of the opinion that the ultimate
outcome of all such litigation will not have a material effect on the future operations
or financial position of the Authority.
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO FINANCIAL STATEMENTS
YEARS ENDED JUNE 30, 2013 AND 2012

The activities of the Authority and its component units are currently funded in large
part by the Federal Government and future operations of the Authority and its

component units are reliant on continuation of this funding from the Federal
Government,

Amounts received or receivable from HUD and other government agencies are
subject to audit and adjustment. Any disallowed expenses may constitute a liability
of the Authority or its component units. The amount of expenses which may be
disallowed, if any, cannot be determined at this time although the Authority expects
such amounts to be immaterial.
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HOUSING AUTHORITY OF THE CITY OF TULSA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Year Ended June 3-(3_ 2013

Federal Current Year Current Year
Federal Grantor/Program Title Number Receipts Expenditures
Housing Authority of the City of Tulsa
U.S. Department of Housing and Urban
Development ("HUD")
Capital Fund Cluster
Capital Fund Program 14 872 $ 3,547,822 $ 3,547,822
Low Rent Public Housing (*} 14.850 8,090,924 8,080,924
Section § Subsidies
Housing Choice Vouchers 14 871 26,190,318 26,190,318
Moderate Rehabilitation (“MR”) 14 856 768,231 768,231
26,958,549 26,958,549
Other HUD Grants
Resident Opportunity and
Supportive Services ("ROSS") 14.870 116,410 116,410
Community Development Block Grant
(passed through the City of Tulsa) 14.218 96,162 96,162
212,572 212,572
Total Cash Awards of Authority $ 38,800,867 $ 38,809,867

() Major Program

See independent auditors' report and the accompanying notes to this schedule.
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HOUSING AUTHORITY OF THE CITY OF TULSA

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS (CONTINUED)

Year Ended June 30, 2013

Federal Grantor/Program Title

Housing Partners of Tulsa, Inc. ("HPT™)
HUD
Home Project Grant (passed through the
City of Tulsa)
Housing Counseling Assistance Program
Total Cash Awards of HPT

Nogales Housing Partners LP
HUD
Operating subsidy from Authority

Towne Square Fund
HUD
Section 8 Rental Assistance

Meadows Fund
HUD
Section 8 Rental Assistance

Inhofe Plaza Fund
HUD
Section 8 Rental Assistance
Multi-family Housing Service
Coordinator
Total Cash Awards of Inhofe Plaza Fund

Tulsa Housing Assistance Corporation
HUD

Section 8 Rental Assistance
Multi-family Housing Service
Coordinator
Total Cash Awards of THAC

Grand Totals

(*} Major Program

See independent auditors' report and the accompanying notes to this schedule.

(*)

™

Federal CFDA

Current Year

Current Year

Number Receipts Expenditures
14 239 $ 54,041 5 54,041
14169 13,075 13,075

$ 67,116 $ 67,116

14.850 $ 27,711 $ 27,711
14195 $ 793,352 $ 793,352
14.195 $ 863,426 $ 863,426
14,195 $ 778,423 $ 778,423
14191 52,002 52,002
$ 830,425 $ 830,425

14 195 $ 874,535 $ 874,535
14191 40,632 40,632
$ 915,167 $ 915,167

$ 42,307,064 $ 42,307,064
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HOUSING AUTHORITY OF THE CITY OF TULSA

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2013

1. BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards includes the
federal contract and grant activity of the Housing Authority of The City of Tuisa,
(the “Authority”), and its applicable component units, and is presented on the
accrual basis of accounting. The information in this schedule is presented in
accordance with the reguirements of OMB Circular A-133, “Audits of States, Local
Governments, and Non-Profit QOrganizations” Therefore, some amounts
presented in this schedule may differ from amounts presented in, or used in the

preparation of the basic financial statements.

o

AMOUNTS PAID TO SUBRECIPIENTS

There were no significant amounts provided to subrecipients for the year ended

June 30, 2013.
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Sartain Fischbein + Co. Accounting + Consulting since 1951

Independent Auditors’ 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

To the Board of Commissioners
Housing Authority of the City of Tulsa
Tulsa, Oklahoma

We have audited, in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government
Auditing Standards, the financial statements of the Housing Authority of the City of Tulsa
including its component units (collectively referred to as the “Authority”) as of and for the year
ended June 30, 2013, and the related notes to the financial statements, which comprise the
Authority’s basic financial statements and have issued our report thereon dated March 24,
2014.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered the
Authority’s internal control over financial reporting (internal control) to determine our auditing
procedures that are appropriate in the circumstances for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the
effectiveness of the Authority’s internal control. Accordingly, we do not express an opinion on
the effectiveness of the 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 Authority's financial statements will not be
prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or 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
over financial reporting that might be material weakness 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.
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To the Board of Commissioners
Housing Authority of the City of Tulsa
Page 2

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Authority’s financial
statements are free of 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 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 Authority’s internal control or compliance. This report is an
integral part of an audit performed in accordance with Government Auditing Standards
in considering the Authority’s internal control and compliance. Accordingly, this
communication is not suitable for any other purpose.

Tulsa, Oklahoma
March 24, 2014
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Sartain Fischbein + Co, Accounting + Consulting since 1951

Independent Auditors’ Report on Compliance For Each Major
Federal Program and on Internal Control Over Compliance
Required By OMB Circular A-133

To the Board of Commissioners
Housing Authority of the City of Tulsa
Tulsa, Oklahoma

EPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited the compliance of Housing Authority of the City of Tulsa, including its
component units {collectively referred to as the "Authority”} with the types of compliance
requirements described in the U.S. Office of Management and Budget (“OMB”) Circular A-
133 Compliance Supplement that could have a direct and material effect on each of the
Authority's major federal programs for the year ended June 30, 2013, The Authority’s major
federal programs are identified in the summary of auditors’ results section of the
accompanying schedule of findings and questioned costs.

MANAGEMENT’'S RESPONSIBILITY

The Authority's management is responsible for compliance with requirements of laws,
regulations, contracts, and grants applicable 1o its federal programs.

AUDITOR’S RESPONSIBILTY

Our responsibility is to express an opinion compliance for each of the Authority's major
federal programs based on our audit of the types of compliance requirements referred to
above. 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 Comptroller General of the
United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform
the audit to obtain reasconable 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 Authority's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federa! program. However, our audit does not provide a legal determination on the
Authority’s compliance.
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HOUSING AUTHORITY OF THE CITY OF TULSA

SCHEDULE OF FINDINGS AND QUESTIONED COSTS (CONTINUED)
Year Ended June 30, 2013

PART Il - FINANCIAL STATEMENT FINDINGS
There were no material weaknesses, instances of noncompliance, or other items related

to financial statements required to be reported in accordance with Government Auditing
Standards.

PART lll - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS
Findings:
There were no material weaknesses, instances of noncompliance, or other items

required to be reported in accordance with OMB Circular A-133.

Questioned costs:

None.
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HOUSING AUTHORITY OF THE CITY OF TULSA

CORRECTIVE ACTION PLAN (UNAUDITED)

Year Ended June 30, 2013

No findings were noted in our audit of the combined financial statements of the Authority

or in our audit of federal award compliance.

31



HOUSING AUTHORITY OF THE CITY OF TULSA

STATUS OF PRIOR YEAR FINDINGS

Year Ended June 30, 2012

Prior Year Findings and Questioned Costs

There were no findings or questioned costs refated to the year ended June 30, 2012.
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COMBINING FINANCIAL STATEMENTS




Sartain Fischbein + Co. Accounting + Consulting sinee 1951

Independent Auditors’ Report on Combining
Financial Statements

To the Board of Commissioners
Housing Authority of the City of Tulsa
Tulsa, Oklahoma

We have audited the financial statements of the Housing Authority of the City of Tulsa (the
“Authority”), including its component units, as of and for the year ended June 30, 2013, and our
report thereon dated March 24, 2014, which expressed an unqualified opinion on those
financial statements, appears on pages 1-3. Our audit was conducted for the purpose of
forming an opinion on the financial statements as a whole. The combining financial statements
are presented for purposes of additional analysis and are not a required part of the financial
statements. Such information is the responsibility of management and was derived from and
related directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the
audit of the financial statements and certain additional procedures, including comparing and
reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated in all material respects in relation to the

financial statements as a whole.

March 24, 2014
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