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INDEPENDENT AUDIT SERVICES, P.C.
Benjamin Elliott, CPA
P.0. Box 262
Madison, South Dakota 57042
605.483.3225
Board of Commissioners
Canton Housing & Redevelopment Commission

Canton, South Dakota
Independent Auditor’s Report

Report on the Financial Statements

I have audited the accompanying financial statements of each major fund of the
Canton Housing & Redevelopment Commission {(Commission), a component unit of the
City of Canton, Lincoln County, South Dakota, as of and for the one year ending
June 30, 2014, and the related notes to the financial statements, which collec-
tively comprise the Commission’s basic financial statements as listed in the
table of contents.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts
and disclosures in the financial statements. The procedures selected depend on
the auditor’s judgement, including the assessment of the risk of material mis-
statement 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 Commission’s
internal control. Accordingly, I express no such opinion. An audit also includes
evaluating the appropriateness of accounting policies used and the reasonableness
of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.

I believe that the audit evidence I cobtained is sufficient and appropriate to
provide a basis for my audit opinions.

Opinion

In my opinion, the financial statements referred to above present fairly, in all
material respects, the respective financial position of each major fund of the
Canten Housing & Redevelopment Commigsion, a component unit of the City of
Canton, South Dakota as of June 30, 2014, 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.
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Canton Housing & Redevelopment Commission
Independent Auditor’s Report - Page Two

Other Matters - Required Supplementary Information

Accounting principles generally accepted in the United States of America require
that the Management’s Discussion and Analysis (page 3 to 6) be presented to
supplement the basic financial statements. Such information, although not a
part of the basic financial statements, is required by the Government Accounting
Standards Board whe considers it to be an essential part of financial reporting
by placing the basic financial statements in an appropriate operational, economic,
or historical context. I have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted
in the United States of America, which consisted of inquiries of management about
the methods of preparing the information and comparing the information for consis-
tency with management’s responses to my inquiries, the basic financial statements,
and other knowledge I cbtained during my audit of the basic financial statements.
I do not express an opinion or provide any assurance on the information because
the limited procedures do not provide ne with sufficient evidence to express an
opinion or provide any assurance.

Other Matters — Other Supplementary Information

My audit was conducted for the purpose of forming opinions on the financial state-
ments that collectively comprise the Commission’s basic financial statements as
a whole.

The financial data schedules (page 18 to 21} are presentad for purposes
of additional analysis, as redquired by the U.S. Department of Housing and
Urban Development, and are not a required part of the basic financial
statements.

The schedule of expenditures of federal awards ({(page 22) is presented for
the purpose of additional analysis and is not a required part of the
basic financial statements.

The financial data schedules and the schedule of expenditures of federal awards
are the responsibility of management and were derived from and relate directly to
the underlying accounting and other records used to prepare the basic financial
statements. Such information has been subject 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 my opinion, the financial data schedules and the schedula of expendi-
tures 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, I have also issued my report
dated January 15, 2015 (page 23) on my tests of its compliance with certain pro-
visions of laws, regulations, contracts, and other matters and my consideration
of the Commission’s internal control over financial reporting. The purpose of
that report is to describe the scope of my testing of compliance and internal
control over financial reporting, and the results of that testing, and not to
provide an opinion on compliance or internal control over financial reporting.
That report is an integral part of an audit performed in accordance with Govern-
ment Auditing Standards in considering the Commission’s compliance and internal
contrel over financial reporting.

Independent Audit Services, PC
Benjamin Elliott, CPA w
Madison, South Dakota '?“b ‘

January 15, 2015 -2 -



CANTON HOUSING and REDEVELOPMENT COMMISSION COLONIAL VILLAGE
Canton, South Dakota

Management’s Discussion and Analysis
June, 30 2014
Management’s Discussion and Analysis (MD&A) is a reporting mode! adopted by the Governmental Accounting
Standards Board (GASB) in their statement No. 34 Basic Financial Statements - and Management’s Discussion and
Analysis - for State and Local Governments, issued June 1999,

Our discussion and analysis of the Canton Housing and Redevelopment Commission Colonial Village (herein
referred to as " the housing commission"), Canton, South Dakota, financial performance provides an overview of
the housing commission's financial activities for the fiscal year ended June, 30 2014, Please read the MD&A in
conjunction with the housing commission’s financial statements.

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

Financial Highlights

Total assets of the housing commission for the year ended June, 30 2014 were $474,139. Total liabilities were
$29,547. Total assets exceeded total liabilities by $444,592 (net position).

Unrestricted net position totals $214,082. This is the amount of the Authority’s reserve.

Total operating and non-operating revenue for the year ended June, 30 2014, was $386,663 and expenses totaled
$410,717, expenses exceeded revenue by $24,054.

Overview of the Financial Statements

This annual report includes this Management Discussion and Analysis report, the Basic Financial Statements and the
Notes to the Financial Statements. The housing commission’s financial statements are presented as program level
financial statements because the housing commission only has proprietary funds.

The financial statements report information of the housing commission using accounting methods similar to those
used by private sector companies. These statements offer short-term and long-term financial information about the
housing commission’s activities. The Statement of Net Position includes all the housing commission’s assets and
liabilities and provides information about the nature and amounts of investments in resources (assets) and
obligations to the housing commission’s creditors (liabilities). It also provides the basis for evaluating the capital
structure of the housing commission and assessing the liquidity and financial flexibility of the housing commission.

All of the current year’s revenues and expenses are accounted for in the Statement of Changes in Net Position. This
statement measures the success of the housing commission’s operations over the past year and can be used to
determine whether the housing commission has successfully recovered all its costs through its user fees and other
charges, profitability and credit worthiness.

The Statement of Cash Flows reports cash receipts, cash payments, and net changes in cash resulting from operating,
investing, and financing activities and provides answers to such questions as where did cash come from, what was
cash used for, and what was the change in the cash balance during the reporting period.

The notes to the financial statements provide additional information that is essential to a full understanding of the
data provided in the basic financial statements.

Financial Analysis



The housing commission’s basic financial statements are the Statement of Net Position and the Statement of
Changes in Net Position. The Statement of Net Position provides a summary of the housing commission’s assets
and liabilities as of the close of business on June, 30 2014. The Statement of Changes in Net Position also
summarizes the revenues and sources of those revenues, and expenses incurred in operating the housing
commission for the year ended June, 30 2014,

Conventional Public Housing — Under the Conventional Public Housing Program, the Authority rents units that it
owns to low-income households. The Conventional Public Housing Program is operated under an Annual

Contributions Contract (ACC) with HUD, and HUD provides Operating Subsidy and Capital Grant funding to
enable the PHA to provide the housing at a rent that is based upon 30% of household income.

Capital Fund Program- The Capital Fund Program is the primary funding source for physical and management
improvements to the Authority’s properties.

Housing Choice Voucher Program — Under the Housing Choice Voucher Program, the Authority administers
contracts with independent landlords that own the property. The Authority subsidizes the family’s rent through a
Housing Assistance Payment made to the landlord. The program is administered under an Annual Contributions
Contract (ACC) with HUD. HUD provides Housing Assistance Payment (HAP) to enable the Authority to structure
a lease that sets the participants’ rent at 30% of household income.

Statement of Net Position

2014 2013 Change
Current and Other Assets $ 271608 $ 260,345 5 11,263
Capital Assets 202,531 232,341 (29,810)
Total Assets $ 474139 $ 492,686 $_(18547) '
Current and Other Liabilities $ 29,5647 $ 24 040 $ 5,507
Long-Term Liabilities - - -
Total Liabilities 29,547 24,040 5,507 |
Invested in Capital Assets 202,531 232,341 (29,810)
Restricted Net Position 27,979 34,238
Unrestricted Net Position 214,082 202,067 12,015
Total Net Positions 444 592 468,646 (17.795)
Total Liabilities and Net Position $ 474,139 $ 492 686 $ 12,288
b e e [ s B
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Comparative Statemant of Revenues, Expenses and Changes in Net Position

2014 2013 Change
Revenues: T
Tenant Revenue 3 73,462 $ 66,954 3 6,508
Federal grants _and subsidies 306,184 299,105 7.079
Investment Income 2713 7,349 (4,636)
Gain (Loss) on sale of Cap. Assets
Other Revenues 4,304 6,089 (1.795)
Total Revenues 386,663 379,507 7,156
Expenses:
Administrative 80,878 74,151 6,727
Tenant Services 2,621 2,823 (202)
Utilities 16,740 15,622 1,218
Maintenance 17,424 29,926 {12,502
General 13,080 12,404 676
Extracrdinary Maintenance - 28
HAP 247,850 247,174
Depreciation 32,124 32,696 572
Total Expenses 410,717 414,724 (4,655)
Change in_Net Position (24,054) (35,217) 11,163
Beginning Net Positions 468,646 503,863 (35217
Ending Net Position $ 444 592 m $ 24,054
Federal grants total $306,184.
Capital Assets
Capital Assets at Year-end
(Net of Accumulated Depreciation)
2014 2013 Change
Land $ 25,811 $ 25,811 $ -
Buildings 774,529 772,939 1,580
Funiture Equipment & Machinery 16,684 20,925 (1,341)
Furniture, Quip & Mach. Dwelling 15,656 15,303
Constuction in Progress - - -
Subtotal 835,580 834,978 249
Accumulated Depreciation (633,049) (602,638) (30,411)
Capital Assets, Net $ 202,531 $ 232,340 $ 30,162

Long Term Debt




The housing commission has no long-term debt.

FEconomic Factors

The housing commission is primarily dependent upon HUD for the funding of operations; therefore, the housing
commission is affected more by the federal budget than by local economic conditions. The funding of programs
could be significantly affected by the federal budget for the current year {and future years).

Contacting the housing commission’s Financial Management

Our financial report is designed to provide our citizens, taxpayers, and creditors with a general overview of the
housing commission’s finances and to show the housing commission’s accountability for the money it receives. If
you have questions about this report or wish to request additional financial information, contact Dotti Koppel,
Executive Director, at Canton Housing and Redevelopment Commission Colonial Village, 903 W. 5th St., Canton,
South Dakota 57013 -- (605) 764-5722



CANTON HOUSING AND REDEVELOPMENT COMMISSION

A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA

CANTON, SOUTH DAKOTA

Project Code: SD 0389

Annual Contribution Contract Number: DEN 22§

STATEMENT OF NET POSITION
ENTERPRISE FUNDS AS OF JUNE 30, 2014

ASSETS
Currant assets:
Cash:
Checking
Chacking - security deposits
Checking =~ HAP

Total cash

Certificates of deposit

Accounts receivable - tenants
Allowance for doubtful accounts - tenan
Accrued interest receivable

Due from Section 8

Prepaid insurance

Total current assets

Capital assets:
Land
Buildings
Improvemants
Equipment - dwellings
Bquipment - administration
Accumulated depreciation

Total capital assets

Total assets

LIABILITIES

Current liabilities:
Accounts payable
Accounts payable - HUD
Accrued salary and benefits payable
Payroll taxes payable
Due to Public Housing
Tenant security depesits
Accrued payment in lieu of taxes
Accrued liabilities - other
Prepaid rent

Total eurrent liakbilitias
Noncurrent liabilities:
Accrued compensated absences

Total liabilities

NET POSITION

Net invested in capital assets

Restricted - Excess HAP

Unrestricted

Unregtricted - Post 2003 adminigtrative £«

Total net position

See accompanying notes.

Public
Housing
Fund

43,897.33
€,896.00

50,783.33

167,802,50
270.00
(202.50)
377.06
4,595.20
1,531.00

25,811,220
766,312.79
B,216.58
15,656.17
19,174.79
{632,640.16)

427,697.%6

2,664.91

4,200.50
1,248.68

6,896.00
5,672.24
1,341.63

242.00

29,091.78

o e =Y

202,531,137

196,074.81

398,606.18

B s ]

Section-8

Existing Housing
Choice Voucher

Fund

7,900.38

27,979.46

35,879.84

15,143.15

13.50

£08.99
(408.59)

51,036.49

455.00

4,595.20

5,050.20

Emm———

27,979.46

18,006.83

45,986.29

51,797.7M
6,896.00
27,979.46

86,673.17

182,945.65
270.00
(202.50)
390.56
4,595.20
1,531.00

25,811,20
766,312.79
8,216.58
15,656.17
19,583.78
(633,049.15)

478,734 .45

—_——

2,664.91

455.00
4,200.50
1,248.68
4,595.20
6,896.00
5,672.24
1,341.63

242.00

34,141.98

WEITRom=————

202,531.37
27,979.46
196,074.81
18,006.83

444,592.47

AT



CANTON HOUSING AND REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON,

CANTON, SOUTH DAKOTA

Project Code: 5D 039

Annual Contribution Contract Numbex: DEN 226

STATEMENT OF REVENUES, EXPENSES, AND
CHANGES IN NET POSITION
ENTERPRISE FUNDS FOR THE YEAR ENDING JUNE 30, 2014

Operating revenues:

Dwalling rents
Fraud recovery

Fraud recovery - HUD

0/I Damage
Other income

Total operating revenues

Cperating expenses:

Administration
Tenant services
Utilities

Maintenance and operations

General axpenses

Depreciation

Rent to landlords {HAP)
Rent to landlords (HAP)

- portable

Total operating expenses

Cperating income {loss}:

Noncperating revenuas (expenses):

Operating grant
Operating grant
Operating grant
Interest earned

Total nonoperating revenues {(expenses):

- HUD
- HUD
- HUD

- HAP
- Admin fees

Net incomée (logs) before capital

contributions

HUD capital grants (for operations)

Change in net peosition

Tetal net pogition:

July %, 2013

Prior period adjustment:

Interest earned on invested NRP balances

July 1, 2013, adjusted

June 30, 2014

Sae accompanying notes.

S0UTH DAKOTA

Publie
Housing
Fund

73,462.00

991.80
1,758.75

41,240,511

2,620.58
16,739.65
17,424.43
10,982.24
32,124.13

(44,918.99)

15,093.00

2,504,02

(27,321.97)
14,977.00

(12,344.97)

410,951.15

398,606.18

Section-B
Existing Housim
Choice Voucher
Fund

306.00
306.00

12,907.67

39,637.34

1,642.90
247,850.00
11,966.00

(287,576.57}

241,940.00
34,174.00
209.03

{11,253.54)

57,694 .83

{455.00)

45,986.292

Totals

13,462.00
306.00
306.00
991.80

14,666.42

80,877.85
2,620.58
16,739.65
17,424.43
12,625.14
32,124.13
247,850.00
11,966.00

{332,495.56)

15,093.00
241,940.00
34,174.00
2,713.05

{38,575.51)
14,977.00
(23,598.51)

468,645.98

{455.00)

444,592,447




CANTON HOUSING AND REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
CANTON, SOUTH DAKOTA

Project Code: 5D 038

Annual Contribution Contract Number: DEN 226

STATEMENT OF CASH FLOWS
ENTERPRISE FUNDS FOR THE YEAR ENDING JUNE 30, 2014

Noncash investing, capital and financing activitiaes: None

See agcompanying notes.

Section-B
Public Existing Housin
Housing Choice Vouchar
Fund Fund Totals
CASH FLOWS FROM OPERATING ACTIVITIES
Dwelling rents 73,255.00 73,255.00
Security deposits, net change 820.400 820.00
Other receipts 2,750.55 13,51%.67 16,270.22
Payrell and related payments (39,248.05) (31,349.00) (70,597.05)
Vender payments (45,31%1.40) {265,747.24) (315,058.64)
MNet c¢ash provided {(used) by operating activities {7,733.90) {287,576.57) (295,310.47}
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES
Cperating grant - HUD 15,093.00 276,114.00 291,207.00
Capital grant {for operationa) - HUD 14,977.C0 14,977.00
Due {from) to other fund (5,374.67) 5,374.67 0.00
Net cash provided {used) by non-capital financing 24,695.33 281,48BB.67 306,184.00
CASH FLOWS FROM CAPITAL FINANCING ACTIVITIES
Cash paid for buildings {1,589.89) {1,589.89)
Cash paid for equipment - dwellings (724.92) (724.92)
Net cash provided (used) by capital financing acti {2,314.81) 0.00 {2,314.81)
CASH FLOWS FROM INVESTING ACTIVITIES
Intereat raceived 3,990.47 359.05 4,349,562
Redeam certificate of deposit 26,523.17 26,523.17
Purchase certificates of deposit {3,971.61) (341.49) (4,313.10)
Net cash provided {used) by investing activities 26,542.03 17.56 26,559.59
Net increase (decrease) in cash and cash equivalents 41,188.65 {6,070.34} 35,118.31
Cash = July 1, 2013 9,604.68 41,950,149 51,554.886
Cash - June 30, 2014 50,793.33 35,879.84 B6,673.17
EimamomrrooTm sy ey — TR
RECONCILIATION OF OPERATING (LOSS) TO NET CASH
PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss) {44,918.%9) {287,576.57) (332,495.56}
Adjustments required for reconciliation:
Depreciation expense 32,124 .13 32,124.13
Change in:
Accounts receivable 3.00 9.00
Prepaid rent {216.00) {216.00}
Accounts payable 1,033.21 455.0¢ 1,488.21
Acerued payroll and benefits 2,701,71 2,701.71
Accrued expenses 713,04 713.04
Tenant security deposits 820.00 820.00
Prior period equity adjustment Q.00 (455.00} (455.00}
Net cash provided {used) by operating activities {7,733.90} (287,576.5T) (295,310.47)
mmmmm———— ——mmmma== TEmme—————



CANTON HOUSING & REDEVELOFPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
JUNE 30, 2014

NOTES TO THE FINANCIAL STATEMENTS

1, SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

a. Reporting Entity:

The funds included in this report are controlled by or dependent upon the Canton
Housing & Redevelopment Commission’s (Commission) Governing Board. The
Commission is a component unit of the City of Canton, South Dakota.

The Commission was organized pursuant to the Municipal Housing and Redevelopment
Act of South Dakota as a public housing agency formed to provide financial
assistance for low income public housing pursuant to the United States Housing
Act of 1937, (42 U.5.C., 1401, et seq.). The Mayor and City Council appoint
the five members of the governing board for five-year staggered terms. The
Commission elects its own chairperson and recruits and emnploys its management
personnel and other workers.

At June 30, 2014, the Commission’s officials were:

Mayor, City of Canton Executive Director:
Charles Smith Dorothy Koupal
Board of Commissioners: Attorney:
Jack Suter, Chairman Frieberg, Nelson & Ask, LLP
Jan Hamann
Kathy Hill

Don Pottratz
Shirley Temple

The Commission administers two low-income housing assistance payment (HAP)
programs - a low income “Conventional Public Housing Program” and a Section 8
Existing Housing Choice Voucher Program. The U.S. Dept. of Housing and Urban
Development (HUD) funds these programs with tenant rent subsidizes and capital
grants. The Commission inspects properties to see that they are kept within
HUD guidelines.

Under the Conventional Public Housing Program, the Commission rents 20 housing
units that it owns to low-income households. The Conventicnal Public Housing
Program is operated under an Annual Contributions Contract (ACC) with HUD, and
HUD provides operating subsidy and capital grant funding to enable the Commission
to provide housing at a rent that is based upon 30% of househeld income. The
Conventional Public Housing Program also includes the Capital Fund Program, which
is the primary funding scurce for physical improvements to the Commission’s

property.

Under the Housing Choice Voucher Program, the Commission administers contracts
with independent landlords who own the rental property. The Commission subsidizes
the family’s rent through a Housing Assistance Payment {(HAP) made to the land-
lord. Generally, the HAP payment to the landlord is the fair market rent less the
family’'s share, which is usually set at 30% of the family’s household income.

The Commission administers these HAP programs for the City of Canton, SD.

The Commission complies with generally accepted accounting principles (GAAP).
GAAP includes all relevant Governmental Accounting Standards Board (GASB)

pronouncements,
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b. Basis of Presentation:

The accounts are organized on the basis of a fund, which is considered a
separate accounting entity. Operations of the fund are accounted for with a
separate set of self-balancing accounts that comprise its assets, liabilities,
net position, revenues, and expenses. The fund in this financial report is
classified as an “enterprise” fund type.

Enterprise funds:

Enterprise funds are used to account for activity for which a fee is charged to
external users for goods or services. The Commission maintains “Conventional
Pubic Housing” and “Section-8 Existing Housing Choice Vouchers” enterprise funds
to account for the rents and management fees it collects to operate its rental
and voucher operations and related capital projects. Both of these funds are
considered major funds.

¢. Measurement Focus and Basis of Accounting:

Measurement focus refers to what financial resources make up a fund. Basis of
accounting refers to when revenues and expenses are recognized by a fund and
reported in the financial statements.

Enterprise Funds:

Measurement Focus - All enterprise funds are accounted for using a flow of
economic resources measurement focus. With this measurement focus, all assets
and liabilities asscciated with a fund are included in its statement of net
position. Enterprise fund operating statements present increases (revenues) and
decreases (expenses) in total net position,

Basis of Accounting — All enterprise funds are accounted for using the accrual
basis of accounting. Under this method, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of when
the related cash is received or paid. Revenues from grants, entitlements, and
donations are recognized in the year in which all eligibility requirements are
satisfied.

d. Capital Assets and Depreciation:

Capital assets must cost at least $500. All capital assets are valued at
historical cost or estimated historical cost if actual historical cost is not
available. Donated capital assets are valued at estimated fair value on the

date donated.

Approximately 0% of the June 30, 2014 enterprise fund capital assets are
determined by estimates of historical cost.

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

Depreciation of all exhaustible capital assets used by the enterprise funds is
charged as an expense against that fund’s cperation. Depreciation has been
provided over estimated useful life using the straight-line method. Buildings
and improvements are given a useful life of 5 to 40 years. Equipment is given
a useful life of 5 to 15 years. Accumulated depreciation is reported on the

statement of net position.

Interest cost incurred during construction of capital assets is capitalized
along with other capital asset costs.

- 11 -



e. Operating and Nonoperating Revenues:

Operating revenues are those associated with tenant activity such as rents,
utilities, and laundry. Nonoperating revenues are those not associated with
tenant activity such as the HUD subsidy, interest income and interest expense.

Tenant rent generally is based on the higher of 30% of their adjusted gross
income (based on HUD guidelines) or 10% of their gross income. HUD pays the
remainder of the rent either through public housing program subsidies or through
a Housing Assistance Payment (HAP) based on a voucher.

f. Net Posgition Classifications:

Net position is displayed in three components:

1. Net Invested in Capital Assets ~ Consists of capital assets, inecluding
restricted capital assets, net of accumulated depreciation and reduced by the
outstanding balances of any bonds, mortgages, notes, or other borrowings that
are attributable to the acquisition, construction, or improvement of those
assets.

2. Restricted Net Position -~ Consists of net position with constraints placed on
their use by either (a) external groups such as creditors, grantors,
contributors, or laws and regulations of other governments; or (b) law
through constitutional provisions or enabling legislation.

3. Unrestricted Net Position - All other net position that do not meet the
criteria of 1 or 2 above.

g. Application of Net Position:

It is the Commission’s policy to first use restricted net position, priocr to the
use of unrestricted net position, when an expense is incurred which can be
charged to either restricted or unrestricted net position.

h. Interfund Transactions:

Transactions that constitute reimbursements to a fund for disbursements made
from it, and that are properly applicable tc another fund, are recorded as a
disbursement in the reimbursing fund and as a reduction of a disbursement in the
fund that is reimbursed. All other interfund transactions are repcortaed as

transfers.

i. Accounting Estimates:

The presentation of financial statements in conformity with accounting
principles generally accepted in the United States requires management to make
estimates and assumptions that affect the amounts reported in the financial
statements and accompanying notes. Actual amocunts could differ from those
estimates and assumptions. Following are some of the estimates made by
management during the year:

* Allowance for doubtful accounts -— estimated uncollectables
* Depreciation —-- estimated service lives

2. CASH, DEPOSITS, INVESTMENTS AND CASH FLOWS

Deposits -~ The Commission deposits are made in qualified public depositories as
defined by SDCL 4-6A-1. Qualified depositories are required by SDCL 4-6A-3 to
maintain, at all times, segregated from their other assets, eligible collateral

having a value equal to at least 100 percent of the public deposit accounts that
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axceed deposit insurance such as FDIC and NCUA. In lieu of pledging eligible
securities, a qualified public depository may furnish irrevocable standby
letters of credit issued by federal home loan banks accompanied by written
evidence of that bank’s public debt rating which may not be less than “AA” or
better, or a qualified public depository may furnish a corporate surety bond
from a corporation authorized to do business in South Dakota.

Deposits are reported at costs, plus interest, if the account is of the add-on
type.

The actual bank balances at June 30, 2014 were: Insured $269,750.12 and
Collateralized™ $0.00 for a total of $269,750.12.

** Uninsured, collateral jointly held by state’s/Commission’s agent in the name
of the state and the pledging financial institution.

The carrying amount of these deposits at June 30, 2014 was $269,618.82.

Investments -~ In general, SDCL 11-7-31 permits Housing & Redevelopment Commission
funds “..to invest any funds held in reserves or debt service funds, or any
funds not required for immediate disbursement, in property or securities in
which savings banks may legally invest funds subject to their control.”

Additionally, SDCL 4-5-6 permits Housing & Redevelopment Commission funds to be
invested only in (a) securities of the United States and securities guaranteed
by the United States Government either directly or indirectly; or (b) repurchase
agreements fully cecllateralized by securities described in (a) above; or in
shares of an open-end, no-lcad fund administered by an investment company whose
investments are in securities described in (a) above and repurchase agreements
described in (b) above. Also, SDCL 4-5-9 requires investments to be in the
physical custody of the pelitical subdivision or may be deposited in a safe-
keeping account with any bank or trust company designated by the political
subdivision as its fiscal agent.

The Commission had no investments during the year ending June 30, 2014 because
certificates of deposit are insured or collateralized.

Investment Risk - State law limits eligible investments for the Commission as
discussed above. The Commission has no investment policy that would further
limit its investment choices.

Interest Rate Risk - The Commission does not have a formal investment policy
that limits investment maturities as a means of managing its exposure to fair
value losses arising from increasing interest rates. A1l certificates of
deposits are at fixed interest rates for a specified term.

Concentration of Credit Risk — The Commission places no limit on the amount that
may be deposited or invested in any one institution. At June 30, 2014 all of
the Commission’s cash and certificates of deposit are deposited in Farmers State

Bank of Canton.

Credit Risk - The Commission had no credit risks because the Commission had no
investments during the year ending June 30, 2014.

Custodial Risk — The risk that, in the event of a depository failure, the Commis-
gion’s deposits may neot be returned to it. At June 30, 2014, the Commission’s
deposits in financial institutions were not exposed to custodial credit risk
because all deposits are fully FDIC insured,

Restricted Cash — The Commission has restricted checking account cash to make
Housing Assistance Payments (HAP) for the Existing Housing Choice Voucher
program, with a restricted book balance of $27,979.46 at June 30, 2014.
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Cash Flows - For the purposes of the statement of cash flows, the Commission
considers all highly liquid investments and depogits (including restricted
assets) with a term to maturity of three months or less when purchased to be
cash eguivalents.

3. RECEIVABLES AND PREPAID EXPENSES

Receivables are not aggregated in these financial statements. The Commission
expects to collect all receivables within one year.

The premiums on all major insurance policies are charged to prepaid insurance
and amcrtized (expensed) over the life of the policy on a monthly basis.

4. PAYABLES, ACCRUED EXPENSES, AND SECURITY DEPOSITS

Payables are not aggregated in these financial statements. Payables are for
amounts due to vendors and contractors of $2,664.91., Tenant security deposits
of $6,896.00 is payable from checking cash.

5. CHANGES IN CAPITAL ASSETS (see schedule one)

A summary of the changes in capital assets for the one year ending June 30, 2014
is presented in schedule one at the end of these footnotes.

At June 30, 2014 the Commission had invested $202,531.37 in land, buildings,
improvements, and equipment. This is a net decrease (including additions and
deductions) of $29,809.32 or 12.83% from June 30, 2013.

During the year ending June 30, 2014 the Commission made the Ffollowing
significant capital asset additions and deletions.

Flooring in unit #18 1,589.89
Replace 2 ranges 724,92
Depreciation (32,124.13)
Obsolete items removed (1,712.57)
Related depreciation removed 1,712.57

Net decrease (29,809,632}
There is no construction-in-progress at June 30, 2014,

6. CHANGES IN LONG-TERM DEBT

The Commission has no debt. It does, however, accrue long-term accrued leave
which increased by $2,692.59 to $6,825.82 in FYl14. Accrued leave is paid by the

Public Housing Fund.
7. INTERPROGRAM BALANCES

The cost associated with administration are prorated between Public Housing and
the Existing Housing Choice Voucher programs using a revelving account. The
proration is determined monthly, set up as a receivable or payable, and collected
or paid in the fecllowing month.

8. PRE-2004 EARNINGS - EXISTING HOUSING CHOICE VOUCHER PROGRAM
HUD guidelines allow pre-2004 earnings from the Existing Housing Choice Voucher
Program to be donated to community organizations. Earnings from 2004 and there-

after cannot be donated to community organizations. During the year ending June
30, 2014 the Commission’'s pre-2004 earnings of $3,976.89 were use up.
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9. SECTION-8 VOUCHER NET POSITION

A recap of the Section-8 Voucher Net Position is as follows:

Post-2003 Pre-2004
Restricted Unrestricted Unrestricted
(HAP Equity) (Administration) (Community)
HUD - HAP 241,940.00
HUD - administrative fees 34,174.00
Other income - portables 12,907.67
HAP to landlords (247,850.00)
HAP to landlords - portables (11,5966.00)
Portables - administrative fee (941.67) 941.67
Administration expenses (35,660.45) (3,976.89)
General expenses (1,642.90)
Interest earned 209.03
Fraud recovery 306.00 306.00
Prior period adjustment (interest) (655.00) 200.00
Change in net position {6,259.00) (1,472.65) (3,976.89)
Net Position:
June 30, 2013 34,238.46 19,479.48 3,976.89
June 30, 2014 27,979. .83

10. PAYMENTS IN LIEU OF TAXES

Housing and Redevelopment Commissions do not pay property taxes based on normal
property value assessments and tax levies for real property owned by the
Commissions. Instead, they make payments in lieu of taxes (PILOT) based on 10%
of gross rents less utility costs.

Payments in lieu of taxes for the year ending June 30, 2014 were determined as
follows:

Public Section-8
Total Housing Vouchers
Rental income $ 73,462.00 $ 73,462.00 $ 0.00
Less: allowable
utility costs (16,739.65) {(16,739.65) 0.00
Net shelter rent $ 56,722.35 $ 56,722.35 3 0.00
PILOT for FY14
{(10% of net shelter rent) $§ 5,672.24 $ 5,672.24 $ 0.00

11. RETIREMENT PLAN

All employees, working more than 20 hours per week during the year, participate
in the South Dakota Retirement System (SDRS), a cost-sharing, multiple employer
public employee retirement system established to provide retirement benefits for
enployees of the State of South Dakota and its political subdivisions. SDRS
provides retirement, disability and survivor benefits., The right to receive
retirement benefits vests after three years of credited service. Authority for
establishing, administering and amending plan provisions are found in South
Dakota Codified Law 3-12. SDRS issues a publicly available financial report
that includes financial statements and required supplementary information. That
report may be obtained by writing to SDRS, PO Box 1098, Pierre, SD 57501-1098 or

calling (605) 773-3731.
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Covered employees are required by state statute to contribute the following
percentages of their salary to the plan: Class A Members, 6.0% of salary; Class
B Judicial Members, 9.0% of salary; and Class B Public Safety Members, B.0% of
salary. State statute also requires the employer to contribute an amount equal
to the employee’s contribution. State statute also requires the employer to
make an additional contribution in the amount of 6.2% for any compensation
exceeding the maximum taxable amocunt for social security for general employees
only. The Commission’s share of required contributions to the SDRS for the years
ending June 30, 2014, 2013 and 2012 were $3,497.33 $2,821 and $2,599 raspectively
{(employer’s share) egual to the required contribution.

12. RISK MANAGEMENT

The Commission is exposed to varicus risks of loss related to torts; theft,
damage, or destruction of assets; errors and omissions; injuries to employees’
and natural disasters. During the year ending June 30, 2014 the Commission
managed its risks as follows:

Health insurance:

The Commission maintains health insurance through a commercial carrier.
Settled claims resulting from these risks have not exceeded the liability
coverage during the past three years.

Liability, fire, and worker’'s compensation insurance:

The Commigsion maintains liability, fire, and worker’'s compensation insurance
through a commercial carrier. Settled claims resulting from these risks have
not exceeded the liability coverage during the past three years.

Unemployment benefits:

The Commission maintains unemployment insurance through the State of South
Dakota. No unemployment benefits were paid during the year ending June 30,
2014 and nc payments are expected in the near future.

13. COMMITMENTS AND CONTINGENCIES

Litigation: At June 30, 2014 the Commission was not involved in any threatened
litigation.

Examinations: The Commission is subject to possible examinations made by federal
and state authorities who determine compliance with terms, conditions, laws, and
regulations governing grants given to the Commission in the current and prier
years. For the June 30, 2013 year the Commission received a score of 93 from
HUD's Section B Management Assessment Program (SEMAP) review of the Commission.

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

14. ECONOMIC DEPENDENCY

For the June 30, 2014 year the Commission receives approximately 75% of its
revenue from HUD. If the amount of revenue received from HUD falls below
critical levels, the Commission’s operations could be adversely affected.

15. OTHER DISCLOSURES AND SUBSEQUENT EVENTS

HUD requires the Commission to account for money recovered from tenants for
misrepresentation or other actions as fraud recovery. Fraud recovery is shared
equally between the Commission and HUD.

In FY15 the Commission implemented a policy to increase flat rents to B0% of HUD

guidelines.
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CARTON HOUSING AND REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA

HOTES TO THE FINANCLARL STATEMENTS -- SCHERULE ONE
CHANGES IN CAPITAL ASSETS
FOR THE YEAR ENDING JUNE 3C, 2014

Baginning Book Ending
§-30-13 Adjustmants Additiona {Deletions) 6-30-14
Public Housing:
Land 25,811.20 25,811.20
Buildings 764,722.90 i,589.89 766,312.79
Improvaements 8,21¢.58 8,216.58
Equipmant = dwallings 15,303.07 724.92 {311.82) 15,656.17
Equipment - administration 2(,515.54 {1,340.75} 19,174.79
B834,569.29 - 2,314.81 {1,712.57) 835,171.53
Section-8 Exiating Housing Chaoice Voucher:
Bui ldings - -
Improvemants - -
Equipment -~ dwallinga - -
Equipment - administration 408.99 408.99
406,99 - - - 408.99

-17 -

Accumulated
Dapreciation Book
6-30-13 Adjuatments

{571,658.40)
(3,286.62)
(10,217.85)
(17,065.73)

(602,228.60) -

(408.99)

{408.99) -

(Additions }

(27,877.75)
{547.77)
{1,643.23)
{2,055.38)

{32,124.13)

Delations €-30-14

{599,536.15)

{3,834.39)
371.82 (11,48%,26)
1,340.75 (17,789.386)

1,712.57 {632,640.16)

{408.99)

= {408.99)

25,811.20
166,776.64
4,382.19
4,166.91
1,394.43
202,531.37
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CANTON HOUSING AND REDEVELOFMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
JUNE 30, 2014

Financial Data Schedula

Financial Data Schedule (FDS) Low Rant Public
For the One Year Ending June 30, 2014 Audit Public Housing
Required by the Dept. of Housing = ccmme_.. Housing Capital Fund
and Urban Development (HUD) Low Rent Program Program
Public CFDA # CFDA #
Line Housing Raclass 14.850 14.872
Item # 6-30-14 6-30-14 6-30-14
—————— ASSETS e ———— —_————— e —r e —————— ————— e m=—
Current assats:
111.00 Cash - unrestrictaed 43,897 43,897
114.00 Cash - tenant security deposits 6,896 6,896
126.00 Accounts receivable - tenant 270 270
126.10 Allowance for doubtful accts - tenants (202) {202)
125.00 Accrued interest raceivable 377 377
131.00 Investments - unrestricted 167,803 167,803
142.00 Prapaid expenses and other assets 1,531 1,531
144.00 Interprogram due from 4,595 4,595
150.00 Total current assets: 225,167 0 225,167 o]

Noncurrent assets:

161.00 Land 25,811 25,811

162,00 Buildings and improvements 774,529 774,529

163.00 Furniture, equipment - dwellings 15,656 15,656

164.00 Furniture, equipment - administration 19,175 19,175

165.00 Accumulated depreciation (632,640) {632,640)

160,00 Total non-current assats: 202,531 0 202,531 0

190.00 Total assets 427,698 o] 427,698 0

mmmm—— sRmmsss e =

LIABILITIES
Current liabilities:

312.00 Accounts payable <= 50 days 2,665 2,665

321.00 Accrued wage/payroll taxaes 1,249 1,249

322.00 Accrued compensated absences - current 4,200 4,200

333.00 Accounts payable - other government 5,672 5,672

341.00 Tanant security deposits 6,896 6,896

342._00 Unearnad rewvanua 242 242

346.00 Accrued liabilities - other 1,342 1,342

310.00 Total current liabilities 22,266 [} 22,266 0

Noncurrent liabilities:
354.00 Accrued compensated absences 6,826 6,826

300.00 Total liabilities 29,082 0 29,092 0

NET POSITION

508.10 Net invested in capital assets 202,531 202,531

512.10 Unrestricted net position 196,075 196,075

513.00 Total net position 398,606 0 398,606 0
Total liabilities and net position 427,698 0 427,698 o]
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CANTON HOUSING AND REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
JURE 30, 2014

Financial Data Schedule (FDS}
For the One Year Ending June 30, 2014
Raquired by the Dept. of Housing

and Urban Development

Line
Item #
------ REVENUE
703.00 Net tenant rental revenue
706.00 HUD PHA operating grant
711.00 Investment income - unrestrictad
715.00 Other revenue

700.00 Total revenue

EXPENSES
Administrative:
911.00 Salaries
912.00 Auditing feas
915.00 Employee baenefit contributions
916.00 Office expense
918.00 Travel
919.00 Oothar revenue

921.00 Tenant services - salaries
924.00 Tenant services - othar
931.00 Utilities - Water
932.00 Utilities - Electricity
933.00 Utilities - Gas
936,00 Utilities - Sewer
Expenses - ordinary maint. & operation:

941.00 Labor
942.00 Materials and other
943.00 Contract costs

945,00 Employee benefit contributions
Expenses - general:

961.10 Property insurance

961 .20 Liability insurance
961.30 Workmen's Compensation
962.10 Compensated absences
963,00 Payment in lieu of taxes
964.00 Bad debt - tenant rents

Other expenses:
974.00 bepreciation
900.00 Total expenses

Other financing sources (usaes):

706,00 HUD PHA operating grant

711.00 Investment income - unrestricted
100.10 Operating transfer in

100.20 Operating transfer out

101.00 Total other financing sources {uses):

Net inccme (loss) before contributions,
extraordinary item, losses, and transfer:s

706,10 HUD capital grants
Change in net peosition

110.30 NET POSITION - beginning

513.00 NET POSITION - anding

6-30-14

398,606

19 -

Financial Data Schedule

Housing

Program
CFDA #
14.850
6-30-14

{2,504) 2,504

2,428

{(2,428)

15,093

2,504
(14,977}

14,977

o] ({12,345)

410,951

0 398,606

FPublic
Housing
Capital Fund
Program
CFDA #
14.872
6-30-14

(14,977}



CANTON EOUSING AND REDEVELOPMENT COMMISSTION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
JUNE 30, 2014

Financial Data Schedule

Financial Data Schedule (FDS)
Audit Section-8 Formula
For the One Year Ending June 30, 2014 = e Housing Capital Fund
Raquired by the Dept. of Housing Saction-8 Choice Stimulus
and Urban Davelopment (HUD) Housing Vouchers Program
Choice CFDA # CFDA #
Line Vouchers Raclass 14,871 14.8B85
Item # 6-30-14 6-30-14 6-30-14
------ ASSETS ittt m————————— e ————— SREEERESEES
Current assets:
111.00 Cash - unrestricted 7,901 7,901
113.00 Cash ~ rastricted 27,979 27,979
129.00 Accrued interaest receivable 13 13
131.00 Investments - unrestricted 15,143 15,143
150.00 Total currant assets: 51,0386 0 51,036 o]
Noncurrent assets:
162.00 Buildings 0 o]
163.00 Furniture, equipment - dwellings 0 o
164.00 Furniture, equipmsnt - administration 409 409
166.00 Accumilated depreciation (409) {409)
160.00 Total non-current asseaets: 0 0 0 o]
190.00 Total assets 51,036 [¢] 51,036 0
LIABILITIES
Current liabilities:
331.00 Accounts payable - HUD PHA prograns 4585 455
347.00 Interprogram - Due to 4,595 4,595
310,00 Total current liabilitias 5,050 0 5,050 0
Noncurrent liabilities:
Nona 0 0
300.00 Total liabilities 5,050 0 5,050 o]
NET POSITION
508.10 Nat invested in capital assets 0 0
511.10 Restricted net position 27,979 27,979
512.10 Unrestricted net position 18,007 18,007
513.00 Total net position 45,986 0 45,986 0
Total liabilities and net position 51,036 o] 51,036 0
O — [ —— === =—o=ar——
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CANTON HOUSING AND REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
JUNE 30, 2014

Financial Data Schedule (FDS)
For the One Year Ending June 30, 2014
Required by the Dapt. of Housing

and Urban Development

Line
Item #
------ REVENUE
706.00 HUD operating grant (HAP)
711.00 Investment income - unrestricted
714.00 Fraud recovery
715.00 Other revenua

100.00 Total revenue

EXPENSES

Expenses - administrative:
911.00 Salarias
912.00 Auditing fees
915.00 Enployee benafit contributions
916.00 Office expense
918.00 Travel

91%.00 Other
Expenses - ganeral:

961.20 Lizbility insurance

961.30 Workmen's compensation

4962.00 Cther general expenses
Other axpenses:

373.00 Housing Assistance Payments

973.50 HAP Portability-In

900.00 Total expenses

Other financing scurces (usaes):
HUD operating grant (HAP)
Invastment incoma - unrastrictad

706.00
711.00

1010.00 Total other financing sources (usas):

Net incoma (loss) before contributions,
axtraordinary item, and transfers

110.40 Prior period adjustments
Change in net pesition

1103.00 NET POSITION - beginning

513.00 NET POSITION - ending

Section-g
Housing
Choice
Vouchers
6-30-14

23,557
1,000
7,792
3,171

714
3,404

792
693
158

247,850
11,966

209
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Reclass

{276,114)
{76}

209

Financial Data Schedule

Section-8
Housing
Choice
Vouchers
CFDA #
14.871
£-30-14

76

23,557
1,000
7,792
3,171

714
3,404

Formula

Capital Fund

Stimulus
Program
CFDA #
14.885
6-30-14



CANTON HOUSING AND REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA

Project Cods: SD 03§
Annual Contribution Contract Number: DEN 226

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDING JUNE 30, 2014

Direct Federal Programs:
U.S. Department of Housing and Urban Development:
Low-Rent Public Housing:

Operating subsidy
Capital Funding Program

Existing Housing Choice Voucher Program:
Existing Housing Choice Vouchers

Indirect Federal Programs:
Hone

Total: Dept of Housing and Urban Development

Note 1:
The above Schedule of Expenditures of Federal Awards

Fedaral
CEFDA
Number

14.850
14.872

14.871

includes the federal grant activity of the Canton Housing
and Redevelopment Commission. It is presented on the full

accrual basis of accounting and represents the federal
financial assistance esarned based on specific program
expenditures.
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REPORT ON
COMPLIANCE AND OTHER MATTERS AND ON
INTERNAL CONTROL OVER FINANCIAL REPORTING
BASED ON AN AUDIT OF FINANCIAL STATEMENTS
PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissicners
Canton Housing & Redevelopment Commission
Canton, South Dakota

Independent Auditor’s Report

I have audited, in accordance with the auditing standards generally accepted in
the United States of America and the standards applicable to financial audits
contained in Govermment Auditing Standards issued by the Comptroller General of
the United States, the financial statements of each major fund of the Canton
Housing & Redevelopment Commission (Commission), a component unit of the City of
Canton, South Dakota, as of and for the year ended June 30, 2014, and the
related notes to the financial statements, which collectively comprise the
Commission’s basic financial statements, and have issued my uncualified report
thereon dated January 15, 2015,

Compliance and Other Matters:

As part of obtaining reasonable assurance about whether the Commission’s finan-
cial statements are free of material misstatement, I performed tests of its
compliance with certain provisions of laws, regulaticns, and contracts, noncom-
pliance with which could have a direct and material effect on the determination
of financial statement amcunts. However, providing an opinion on compliance with
those provisions was not an objective of my audit and, accordingly, I do not
express such an opinion.

The results of my tests disclosed no instance of noncompliance or other matters
that is required to be reported under Govermnment Auditing Standards.

Internal Control Over Financial Reperting:

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

A deficiency in internal control exist when the design or operation of a control
does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, misstatements on a timely

basis.

A material weakness is a deficiency, or combination of deficiencies, in internal
control, such that there is a reasonable possibility that a material misstatement
of the Authority’s financial statements will not be prevented, or detected and

corrected, on a timely basis.

A significant deficiency is a deficiency, or a combination of deficiencies, in
internal control that is less severe than a material weakness, yet important
enough to merit the attention of these charged with governance.
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Report on Compliance and Other Matters and on Internal Control
Page Two

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

I did note minor matters involving internal control over financial reporting
that I reported to the governing body and management of Canton Housing & Redevelop-
ment Commission in a separate Letter of Comments dated January 15, 2015.

Purpose of the Report

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

As required by South Dakota Codified Law 4-11-11, this report is a matter of
public record and its distribution is not limited.

Independent Audit Services, PC
Benjamin Elliott, CPA .
Madison, Scuth Dakota % :

January 15, 2015
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CANTON HQUSING & REDEVELOPMENT COMMISSION
A COMPONENT UNIT OF THE CITY OF CANTON, SOUTH DAKOTA
JUNE 30, 2014

SCHEDULE OF PRIOR AUDIT FINDINGS
There were no prior written audit findings.
SCHEDULE OF CURRENT AUDIT FINDINGS AND RESPONSES

There are no current written audit findings.
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