
Housing Authority of the County of Conejos

Annual Financial Audit Report
Fiscal Year Ended March 31, 2016

Conejos County, Colorado



CONEJOS COUNTY HOUSING AUTHORITY
P.O. Box 366 • 510 Richfield Road

La Jara • Colorado 81140
(719) 274-5417 • Fax (719) 274-0417

EST. 1976

PR
O

V
ID

IN
G

 Q
UA

LIT
Y AFFORDAB

LE
 H

O
U

SING

CO
NEJOS COUNTY

H
O

USING AUTHORIT
Y

November 16, 2016

To the Colorado Office of the State Auditor, Members of the Governing Commission, the Denver 
Regional Office of the U.S. Department of Housing and Urban Development, the Real Estate Assessment 
Center, and the Citizens of Conejos County:

The Colorado Local Government Audit Law requires that housing authorities file a complete set of yearly 
audited financial statements, unless an exemption is approved.  This report is transmitted to fulfill that 
requirement for the fiscal year ended March 31, 2016.

Management assumes full responsibility for the reliability of the information contained in this audit 
report, based on the internal controls established for this purpose.  The cost of internal controls should 
not exceed benefits, and this report is intended to provide reasonable assurance that the financial 
statements are free of any material inaccuracies.

Wall, Smith, Bateman Inc., Certified Public Accountants, have issued an unqualified (“clean”) opinion on 
the Conejos County Housing Authority’s financial statements for the year ended March 31, 2016.  The 
independent auditor’s report is located in the financial section of this report.

Management’s discussion and analysis (MD&A) compliments this letter of transmittal, and should be 
read in conjuncture with it.

Profile of the Government

The Housing Authority of the County of Conejos (CCHA) is a political subdivision of the State of 
Colorado that was formed in 1976 under Colorado Revised Statutes 29-4-503.  The Authority is tasked 
with addressing housing deficiencies in Conejos County, Colorado.  In FY 2016, the Authority’s primary 
program was its Low Rent Public Housing Program, which consisted of 44 dwelling units located in five 
separate neighborhoods in the towns of Manassa, La Jara, and Sanford, Colorado.

Funding for the agency primarily comes from public housing dwelling rental income, federal operating 
subsidies, and federal capital grant subsidies.  Federal subsidies are determined by both formulas meant to 
show agency need, and through the congressional budgeting process.  Nationwide, public housing only 
receives a fraction of the total formula need.  The fiscal year 2016 ran from April 1, 2015 through March 
31, 2016.

Local Economy

Conejos County is located in south-central Colorado.  The per capita income in Conejos County is 
almost half that of the statewide number ($17,316 in Conejos County compared to $31,109 for the 
state).  Only 55.2% of county residents are in the labor force (compared to 69% statewide).  36.2% of 
county residents collect Social Security (compared to 23% statewide).  20.9% of households receive food 
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stamps/SNAP benefits (compared to 8% statewide).  The mean household earnings are $29,885 lower 
than the household earnings statewide.  

11% of residents collect Supplemental Security Income (for residents who are 65 years or older, blind, or 
disabled).  This is more than three times higher than the statewide number, which is 3.3%; however, the 
mean amount that is collected is greater than $1,000 lower per household than the statewide amount.
The percentage of people receiving cash public assistance (6.6%) is three times higher than the statewide 
percentage (2.2%); however, the mean amount received is over $1,000 lower per household than the 
statewide amount.

With the CCHA’s focus on housing, it is important to note that 40.7% of housing units in Conejos 
County were built before 1950, 44.7% of owner-occupied units are valued below $99,000 (compared to 
10.6% statewide), there are only 710 renter-occupied units, and 31.5% of households in Conejos County 
heat with wood (compared with 2% statewide).  Conejos County is in the highest quintile for mortgage 
delinquency levels of all U.S. counties.

The CCHA currently has over 80 families on its waiting list for subsidized housing.

Downward Trend in Federal Funding

The condition with by far the most significant effect of financial position is the long-term trend of 
decreasing income from traditional sources.  In order to properly understand this trend, a multi-year 
analysis is necessary.

Sixty one percent (61%) of the CCHA’s total income in FY 2016 came from two federal sources: a HUD 
operating subsidy, and HUD capital fund grants.  Thirty four percent (34%) of income came from 
dwelling rental from the agency’s 44 public housing units.

In recent years, the U.S. Congress has not provided sufficient funding for the operating fund nationwide, 
and as a result the CCHA has been funded at a rate lower than is needed to operate.  In FY 2016, the 
agency was funded at approximately 83% of its operating needs as determined by HUD’s funding 
formula.

As a very small housing authority, the CCHA is legislatively allowed to move up to 100% of its capital 
grant money to be used for operating purposes.  However, the CCHA’s buildings are 40 years old, and 
require constant improvements to remain viable.  In 2016, the CCHA ordered a Physical Condition 
Assessment, which showed a need for about $1.5 million in capital repairs within the next twenty years; 
however, if capital funding remains stable, only about half of the capital needs will be met if the agency’s 
operating costs are consistently funded at 100%.  In reality, federal funding for public housing has been 
following a decreasing trend (see the chart on the following page), and is likely to follow a decreasing 
trend into the future.

The following chart traces federal subsidies and grants for public housing to the CCHA over the course 
of the last decade.  Both the federal operating subsidy and the capital grant have followed an overall 
downward trend in actual dollars.  While this downward trend would appear much more significant if 
corrected for inflation, this chart does not consider inflation and shows actual dollar amounts. (Calendar 
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year 2012 is omitted due to no operating subsidies shown for the CCHA that year on HUD’s eLOCCs 
system.  Also, dollar amounts do not match to audit financial reports, as subsidy awards follow a calendar 
year instead of the CCHA’s FY, and capital grant dollars have two years to be drawn down.)  This analysis 
shows a 16% reduction in actual dollar subsidies over the course of ten years.

Downward Trend in Rental Income 

Per federal legislation, rent amounts are set at 30% of each household’s adjusted income with few 
exceptions.  Per each 
household’s Lease Agreement, 
residents must report to 
the CCHA changes to their 
income within 10 days.  

The chart on the right 
documents a trend of  
reduction in the amount of 
rental income over the course 
of the last six years by dollars.  
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When it is discovered that a tenant had not reported past income or a change in family composition, 
or when rent or other monies owed are not paid on time, tenants become responsible for past-due rent 
owed.  Such past-due rent owed is the agency’s Tenant Accounts Receivables (TARs).  The CCHA’s TARs 
may be reduced through entering into a repayment agreement with a tenant owing past-due rent in lieu 
of eviction; amounts may also be written off as uncollectible after a tenant has moved out.  Unfortunately, 
despite setting up stronger internal controls and policies, the CCHA’s current TARs increased in FY 2016 
when excluding write-offs, and in response management is currently developing a draft of a much stricter 
Rent Collection Policy (which when authorized may result in increased costly evictions).  However, even 
when considering total TARs, the analysis of a recent decrease in rental income remains, as shown on the 
following chart.

Capital Contributions

Under the current federal funding structure, as a very small housing authority, the CCHA is allowed to 
utilize up to 100% of its capital grant toward operating expenses.  Furthermore, capital grants do not 
need to be utilized within the year they are issued.  This leads to a situation where total income can be 
manipulated from year to year based on the amount of available funds from capital grants that have been 
drawn into the CCHA account.  

As an example of such administration, in FY 2012, no 
dollars ($0) from available capital grants were drawn 
down by management.  The following fiscal year, 
$117,488 were drawn from capital grants.  The 2-axis 
chart on the right shows how such manipulations to 
capital contributions might impact overall receipts for 
the agency.  There are many variables that contribute 
to agency income, and this positive association has 
not always held up across time; while not a hard rule, 
this positive association is one for agency governance 
and other interested parties to be aware of when 
understanding past and future income fluctuations 
under the current federal funding model.
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Impact of Decreasing Major Income Sources

Despite the previously-mentioned trends of reductions in major funding sources, the CCHA showed the 
highest overall income seen by the agency in recent years.  This is demonstrated visually in the following 
chart.

The current Executive Director began working for the agency at the beginning of calendar year 2015, three 
months before the start of the fiscal year being analyzed.  He believes that decisions such as promoting 
Jolene Ruybal from Administrative Assistant to a higher-responsibility role of Housing Administrator, and 
a teamwork-based approach with staff that is utilized when developing internal processes and procedures, 
have been very successful.  Minor income sources have increased as recorded, including a near doubling of 
the agency’s only cash business, its coin-operated laundry machines.  The team continues to identify areas 
of improvement, and work together to develop solutions.

The management team has worked to develop stronger internal controls, and practices a continuous 
improvement strategy.  In the process, management has made an effort to inform and involve the agency’s 
governing body, an appointed Commission, with all pertinent and necessary information to conduct 
its business in an informed way.  As a result of these efforts, during calendar year 2015 (of which were 
nine months were included in FY 2016), the CCHA Commissioners successfully passed 25 major board 
resolutions - many more than were passed the previous five years combined, by that measurement making 
the Board of Commissioners the most active and successful in the known history of the agency.

Analysis of Net Position

As shown in the chart on the right, 
the CCHA’s net position has been 
steadily decreasing, due in part to the 
accounting depreciation of its physical 
assets.  The total net position of the 
agency decreased from the previous year 
by $31,402, from $789,412 in 2015 
to  $745,051 as of March 31, 2016, a 
6% reduction.  This change represents 
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stability compared with previous years’ reductions.  On March 31, 2011, the agency reported net assets 
of $1,340,875; on March 31, 2012, the agency reported a net position of $1,161,552; on that date 2013 
a position of $1,066,833; and on March 31, 2014 a position of $897,667.  This signifies an overall net 
position reduction of 44% over a five year period, compared to FY 2016’s 6% reduction.

Although there have been many 
complex contributing factors, 
management believes that the 
most major influence upon the 
reduction in net position is the 
normal depreciation of major 
assets.  As the chart on the right 
illustrates, changes in net position 
are directly associated with the 
value of the CCHA’s assets, which 
with the agency’s aging major 
assets is associated strongly to 
normal accounting depreciation.  
The continuous addition of new 
or improved major capital assets 
may be the best way to reverse this 
decrease in net position over time.  

Expenses

Total expenses decreased by $25,065 from the previous year, $408,120 in FY 2015 to $383,055 in FY 
2016, a reduction of 6%.  This is the lowest expenses that had occurred in recent years, as illustrated by 
the following chart.

The chart on the next page shows a breakdown of expenses as as they have occurred across time.  While all 
things have not been equal across time (for example, in FY 2012 there were $22,699 in legal fees, whereas 
in FY 2016 the majority of legal issues were handled by the Executive Director and staff), this chart serves 
as a useful groundwork for discussion.
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Administrative

Some areas in increased administrative costs include a more than doubling of the year’s audit fee from the 
previous year.  Management and governance has chosen to utilize a local auditor, in the hopes of obtaining 
a more thorough audit and with a goal of keeping money within the San Luis Valley.  Every few years, the 
CCHA will engage in a competitive bid process for future audits.

A system was put in place for tracking and recording sick and vacation time off just prior to the start of 
FY 2016.  Previous administrations had not established any formal tracking system; therefore, this was the 
first time that vacation and sick time had been accurately recorded.  Management believes this accounts for 
the slight increase in compensated absence expense, as the allotted quantity of sick and vacation time has 
remained the same for over a decade.  (An improved tracking system was put in place in the current FY, 
which allows employees to see their available sick and vacation time on their pay stubs.)

Management and the CCHA Commission governance believes that providing regular pay raises to 
performing employees, as well as promotions when appropriate, is an important strategy to employee 
retention, thus gradual increases in administrative salary increases is expected into the future whenever 
allowed by the budget.

The increase in general expenses was due to several factors, including increases and improvements in health 
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CCHA Expenses

DESCRIPTION 2011 2012 2013 2014 2015 2016

Utilities $36,773 $39,924 $36,268 $38,833 $37,516 $39,659

Routine Maintenance $56,088 $86,778 $64,925 $99,375 $117,450 $91,201

General (Insurance, 
Benefits, PILOT) $28,364 $21,890 $31,074 $23,304 $32,122 $63,801

Total Depreciation of 
Assets $142,921 $150,714 $147,286 $150,780 $141,909 $77,951

Administrative $94,732 $147,047 $113,589 $84,563 $88,588 $113,296
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insurance coverage.  The CCHA also instated a simplified SEP-IRA retirement plan for all employees, 
which management believes is an important benefit to employees and helps in attracting and retaining 
quality workers.

Strategies for Addressing Trends of Decreasing Income Sources 

With an overall trend of declining amounts of major sources of income, it has become necessary to re-
think the overall model of the agency.  Historically, CCHA’s only major program was operating its 44 
public housing units; however, if declining rents and declining federal subsidies are any indication, this 
may be a failing business model over the long-term.  The CCHA management and governance has been 
working toward major changes to organizational operations.  Some of these are highlighted below:

• Following extensive public forums, the CCHA governance took management’s recommendation, and 
the agency went through a complicated application for HUD’s Rental Assistance Demonstration Program 
(RAD).  The CCHA is currently high up on a waiting list, awaiting slots to be opened by Congress or by 
unsuccessful conversions by previous applicants.  Although there are many difficult steps that must occur 
prior to successful RAD conversion, management expects that the agency will be successful at converting 
all of its public housing units in the coming years.  Once converted, the CCHA will enjoy a much more 
stable funding source, Project-Based Rental Assistance funding.  The agency will also enjoy decreased 
administrative duties related to these housing units, as well as the ability to meet capital improvement 
needs using traditional methods such as debt borrowing and Low Income Housing Tax Credits.

• The CCHA successfully formed its first and only nonprofit affiliate in January of 2016.  A fully-
controlled 501(c)(3) charity organization named the Valley Housing Corporation (VHC), the organization 
is meant to advance the CCHA’s mission.  To date, there have been no financial activities under the VHC; 
however, management is currently working on an application for a major long-term housing program 
under the VHC, and the existence of the VHC will open up many new funding opportunities for the 
future.  There were no VHC financial reports for the FY, but the VHC is a fully-controlled affiliate, and 
this audit report is usable as a reference for VHC grant award considerations.

• In January of 2016, the CCHA was awarded the first Housing Preservation grant to come to the San 
Luis Valley.  A competitive grant administered by the U.S. Department of Agriculture (USDA), the 
CCHA began spending on the grant in FY 2017, and as a result has successfully made improvements to 
several homes in Conejos County owned by very low-income elderly people.

Acknowledgements

The activities of the CCHA would not be possible without the dedication of the CCHA Housing 
Commissioners, who are currently: Gloria Quintana (Chairperson), Victor Salazar (Vice Chairperson), 
Kiley Henderson, Jennifer Jaramillo, Don Martinez, and Sandy Gonzales.

Respectfully submitted,

Eric T. Stevens, Executive Director & Commission Treasurer

Page 9 of the Letter of Transmittal




























































