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REGIONAL HOUSING AUTHORITY OF SUTTER AND NEVADA COUNTIES
Management Report

Schedule of Management Findings and Recommendations
For the Year Ended June 30, 2012

13-MC-01 Capital Assets

Condition 

During our audit we noted that security deposits for tenants was $109,509 while cash held in separate
bank accounts designed for security deposits was $85,243.  There is a difference of $24,266 between
amounts held and the actual amount that should be held.
 
Cause

The Authority had security deposits in excess of actual cash held in designated security deposits bank
accounts.  

Criteria

The HUD Audit Guide, Paragraph 3.5.L.1, states that funds collected as security deposits shall be kept
in the name of the project, separate and apart from all other funds of the project in a trust account.  The
amount of this account shall at all times equal or exceed the aggregate of all outstanding obligations
under this account.  Funds must not be commingled with funds from other projects.

Effect of Condition

  The Authority was not in compliance with the HUD Audit Guide.  

Recommendation

We recommend that the Authority establish and maintain separate bank accounts for each project and
that amounts held be equal to or in excess of the security deposit amount.

Corrective Action Plan

Although the Authority does maintain separate bank accounts for each project and periodically monitors
the amounts to ensure they are equal to or greater than the security deposit liability, the majority of the
underfunding comes from Kingwood Commons (non-HUD/USDA), a project that continues to have
negative receipts.  Good fiscal responsibility dictates that other projects do not fund this project’s
security deposit liability, therefore, the liability is unfunded and the combined difference between cash
and liability remains.
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