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Date.· October l 0, 2007 

To: Mitchell Johnson, City Manager 

From: internal Audit Division 

Subject:: Autumn Drive and Camel Street Apartments 

The Internal Audit Division has completed our annual review of The Autumn Drive and Camel 

Street Apartments in conjunction with a Programmatic Review by the Housing & Community 

Development Department for the 2005-2006 grant year. Attached you will find our review report; 

the programmatic report; the agency response; the departmental response and our replies to their 

responses. We feel that sufficient corrective actions have been implemented to our 

recommendations as we move forward. If you have any questions or need additional information, 

please let us know. Thanks. 

Len L,ucas 
Internal Audit Director 

Cc: Ben Brown, Assistant City Manager for Economic Development 

Andy Scott, Director of Housing & Community Development 

GREENSBORO, NORTH CAROLINA 27402 
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Date: 

To: 

From: 

~Oty of 
reensboro 

September I l, 2007 

Andy Scolt, [)ircctor of I-lousing & Cor11111unity Dcvcloptncnt 

Internal Audit Division 

Autumn Drive and Camel Street Apartments 2005-2006 
Subject:: 

'file Internal Audit I1ivision has pcrforn1cd our con1pliance review of the year ended June 30, 2006 of 
Autun1n Drive and (~an1cl Street Aparttncnts. These apartn1cnts arc O\Vncd by the <:ity of Cirecnsboro. 

These apart1ncnts arc: located at l60\, 1603 and !605 1\utun1n l)rivc; and 315 \.Vest Caine! Street which 
have 12 and 20 units respectively available for lcnv-inco1nc fa1nilies and individuals. l'hcse units are 
1nanagcd by 1\ffordablc I-lousing ivlanagcn1ent, Incorporated (Al-Iivtl). One of the units at Carnet Street is 
used as a Property rvlanager's office for AfIMI. 

We accornpanicd tvtr. Doug Booth, Supervisor Ilousing R.ehabilitation of the Departn1ent of I-lousing & 
Con1rnunity Dcvclop1nent, as he inspected approxi1nately 15 percent of the units and so1nc repairs were 
noted for the property. l~hesc issues have been forwarded to the Property Director to address before they 

escalate into costly problc111s. 

VVc cxa111incd selected financial transactions and progran1 docun1entation n1aintaincd by, the agency for 
co111pliancc \vith the 111anagc1nent agrecincnt. Based on our review, it appears that the funds have been 

spent according to the tenns of the n1anagc1nent agrectnent except for the findings described bcknv: 

FINDING: 
a. The working capital for fiscal year ended June 30, 2006 decreased by ($13,266) to($ I0,079). 
b. The current ratio for fiscal year cuclcd June 30, 2006 decreased to .334 to I from 1.499 to I in 

2005. 
c. The net loss for fiscal year ended June 30, 2006 was ($11,104) compared to a net income of 

$16,492 for 2005. The loss fr)r 2006 \Vas caused 1nainly by increases in Maintenance & 
R.epalrs, Bad l)cbts, (~oncessions and l'vfisccllaneous Expenses \vhich totaled in aggregate to 
approxinlalc!y $22,000. 

/l/J'CXJMMEND1LUQ1Y 
tvlanagerncnt should notify the City on its plans to i1nprove this financial position. 

We request a \vritlcn signed response f1:01n Affordable I-lousing lYianagernent, Inc. \vhich should be 
received by September 25, 2007 with a copy to the Department of I-lousing & Community Development 

(l-TCD) and the Internal Audit Dcparlinent. 

VVe also request a \Vrittcn signed response fro1n I-I(;J) on this rcviC\V Vl'hich should be received on or before 

Septc111bcr 25, 2007. 

GREENSBORO, NORTH CAROLINA 27402 
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We would like to tlH1nk IVls. Millie lVfullins and Msrloycc Satterfield, llcgional fvianagers of 1'ax Credit 
Properties; tvls. I)cbora ()sbornc, Finance Director and the staff of AffOrdablc I--Iousing Managen1ent, 
Incorporated for their courtesy and cooperation shown to us during this visit. If there arc any questions or 
co1n1ncnts concerning the details of this visit, we can be reached at 373-2821. 

Mickey J(erans 
Internal Auditor 

Len Lucas 
Internal Audit l)irector 

Cc: Ben Brown, Assistant City Manager for Econornic Dcvclopn1cnt 
David Levy, President of Affordable f-Iousing tvlanagcincnt, Incorporated 

2 



J' J,, 

HCD 
Department of Housing & Community Development 

Date: September 7, 2007 
To: 
From: 

David Levy, Affordable Housing Management Inc. 
Michael Blair, City of Greensboro HCD 

RE: FY07!08 Autumn Camel Apartments Programmatic Evaluation 

On August 29, 2007 HCD and Internal Audit (IA) staff conducted an on-site monitoring visit of 
the Autumn Camel Apartments. 

The properties are located at 315 West Camel Street and 1601, 1603 and 1605 Autumn Drive in 
Greensboro, NC. The properties are owned by the City of Greensboro. Affordable Housing 
Management Inc. (AHM) manages the property (since 2000) and in this capacity is responsible 
to the City of Greensboro Department of Housing and Community Development for HOME 
Program and contractual compliance. 

The purpose of the monitoring visit is to determine whether the property is meeting applicable 
HOME Program and contractual requirements. In this monitoring review attention was paid to 
HOME compliance along with financial management systems, a review of tenant files, and 
occupancy. 

The period under review, along with current conditions, was from July 1, 2006 to June 30, 2007. 
In addition to examining various program materials, a physical inspection, and financial files, in 
the course of the review HCD and IA staff met with Ms. Joyce Satterfield, Ms. Millie Mullins, Ms. 
Debora Osborne, and other on-site AHM staff. 

The property was acquired and rehabilitated in the late 1980's with $1,708,568 in local bond 
funds. No HOME Program funds were expended on this property however they are serving as 
HOME replacement units for another project from 2007 through 2010. Thirty-two (32) affordable 
2/BR units were made available through this rehabilitation. The current 2007 Low HOME rent for 
a 2/BR unit is $635/m. 

The following table is generated from on-site tenant file review documentation: 

~~~ported Rents: Rent Utility Total Rent+ 
Autumn (12 units) $325 $62 $414 
Camel (20 units) $325 $106 $430 

~·~ 

Rent plus utilities do not exceed Low HOME limits on any of the units according to file 
documentation and rent rolls. 

Resident incomes are certified annually according to the HCD file review. More than 20% of the 
tenant incomes have incomes at or below 50% of the AFMI. The tenant files reviewed were in 
good condition and contained required back-up documentation. 

Section 8 housing vouchers are accepted however none of the current tenants receive this 
assistance. 
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Affordable Housing Management has a fair marketing plan that meets the City Affirmative 
Marketing Requirements. The Tenant Selection Policy is clear and understandable. 

HCD staff inspected seven (7) units on August 29, 2007 and reported deficiencies that need 
attention in all those units. The property is in overall average condition per-HCD inspection staff 
however there are several reported maintenance and repair conditions that need attention. 
Please refer to the inspection report for details. 

As a result of this review HCD staff is making one (1) finding and two (2) concerns. A finding is 
defined by HCD as a project element that does not comply with a local, federal, or contractual, 
rule or regulation whereas a concern is either a potential finding or management weakness that 
should be improved to avoid future problems. 

Finding 1 - Occupancy 

The agreement calls for a combined occupancy of 93% which is not currently being met 
As of the August 291

h, 2007 site visit Autumn Drive is at 92% occupancy and Camel Street is at 
89%. This is a combined occupancy of 90% (3 vacancies out of 31 units). 

Requested Action 

Per the agreement management has 60 days, from the date of this review, to bring 
occupancy above 93%. That would be 0-2 vacancies. 

HCD wishes to note that the occupancy from January 1, 2007 to the end of August was 
95% at Autumn Drive and 96% at Camel Street with a combined occupancy of 95% which is 
excellent in the current rental climate. · 

Concern 1 - Over Income Tenant 

Unit 315-C has a tenant that is reported (this could be a typographical error) to have an 
income that exceeds 80% of the adjusted area median household income for one member 
which is $31,550 in 2007. 

Requested Action 

The previous management agreement §3.4 and the tenant lease agreement §15(a) 
contain over-income (>80% adjusted median income) tenant provisions to vacate the property 
within 120 and 90 days respectively. 

The new management agreement, and lease agreements, will use the following 
provisions for over-income tenants which should be the current policy: 

"Manager shall be responsible for re-certifying tenant household incomes annually. If 
the income of a tenant exceeds 80% of median income as currently established at the time of 
re-certification, the rent shall be adjusted so that the household pays 30% of their adjusted 
income for rent and utilities." 



Concern 2 - Roof and Downspouts 

The roof at Camel Street has raised shingles near unit 315-F and is missing shingles 

over a unit entrance per the HCD inspection report. Downspouts have been collapsed near units 

1603 and 1601 at Autumn Drive 

Requested Action 

Management should repair roof and downspouts as needed to prevent further damage. 

Report all eventual repairs to Internal Audit 

HCD staff requests that management review the Internal Audit report and reply to it as 

requested. The draft Internal Audit report is dated August 31, 2007. 

The finding and concerns in this review, in our view, do not reflect negatively on property 

management staff and their work ensuring continued affordability compliance. The intent of the 

finding is to ensure contractual compliance. The intent of the first concern is to make 

management aware of evolving HOME Program issues. The intent of the second concern is to 

make management aware of potential repair and maintenance issues. 

It is HCD staff opinion that Autumn Camel Apartments are contractually compliant as well as 

HOME Program Compliant 

HCD staff appreciates the assistance provided during the monitoring visit by Affordable Housing 

Management staff. 

· hael Blair 
1J ecialist Grants Compliance 

Andy Scot 
Director HCD 
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September 27, 2007 

Ms. Debora Osborne 

City of Greensboro 
North Ca,rolina 

Affordable Housing Management, Inc. 
330 S. Greene St. 
Suite B-11 
Greensboro, NC 27401 

Re: Autumn Drive & Camel Street Apartments-2005 to 2006 

Dear Debora: 

We are in receipt of your letter dated September 25, 2007 reference the City's Internal 
Audit report letter dated September 11, 2007 for the 2005 to 2006 Year. Your timely and 
detailed response to our report is appreciated. We have reviewed your letter and agree 
with your responses and corrective measures .. 

Sincerely, 

Art~/ 
Mickey Kerans 
Internal Auditor 

Len Lucas 
Internal Atidit Director 

Cc: Ben Brown, Assistant City Manager for Economic Development 
Andy Scott, Director of !lousing & Community Development 

lntemal Audit· P.O. Box :n:JG ·Greensboro, NC 27'!02-313G • (:l36) 37:l-220:l · Fax (33G) :l7:J-21:J8 
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September 25. 2007 

f'vk. Mickey Kerans 
Clfy of Greensboro 
Internal Audit Department 
P.O. Box 3136 
Greensboro, N.C. 27402-3136 

Re: Autumn Drlve/Gamel--St-.---

Dear Mr. Kerans, 

AFFORDABLE HOUSING 
MANAGEMENT, INC 

Writer's Extension: 123 
Writer's Email: dosborne@ahmi.org 

In response to your lefter of September 11, 2007 ! offer fhe following information: 

Finding: 
a) Negative working capital: Over the past two years we have requested the City increase the rents 

on those properties. This request has been denied due to the conversion of units to HOME units. 
We have submitted a request for the 2007 ~08 year to defer reserve for replacement deposits until 
the properties are allowed to lncrease the rents. 

b) The current ratio decreased to .334 to l from l .499. Due to the increase in vacancies and bad 
debt these properties have experienced this decrease. Affordable Hous·1ng Management, Inc. 
has deferred collection of our fees in order to assist the properties with this cash flow problem. 
HCD has corrirnunicated that they understand we ore operating at a deficit and will seek funding 
to address the cash flow deficit. 

c) 6-30-06 reflected an $11. 104 net loss. $4, 157 in the increase in repoir expenses reflects an 
increase in reserve for replacement expenditures over 2005. During !his period the property 
exporienced higher than normal turnover which irnpacts vacancies and repairs. We have new 
staff in place and are anticipating a turnaround ln this for the 6-30-08 year. 

If you have any further questions, please don't hesitate to contact me. 

Sincerely, 

Debora Osborne 
finance Director 

Cc:Ben Brown Asst. City Mgr. 

330 South Greene Street, Suite B-11, Greensboro, NC 27 401 
(Tele) 336-273-0568 • (Fax) 336-273-3975 

www.ahmi.org + Email: info@ah1ni.org 
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HCD 
Department of Housing & Community Development 

MEMO 

Date: October 5, 2007 
To: Len Lucas, Internal Audit Director 
From: Michael Blair, Specialist Grants Compliance 
RE: 2007 HCD Review of Autumn Drive/Camel Street Audit Report 

After review of the Draft August 31, 2007 Internal Audit report on Autumn Drive/Camel 
Street Apartments/Affordable Housing Management (AHM), for 2005-2006, HCD 
submits the following: 

IA FINDINGS: 

a. 

b. 

c. 

d. 

The working capital for fiscal year ended June 30, 2006 decreased by ($13,266) 
to ($10,079). 
The current ratio for fiscal year ended June 30, 2006 decreased to .334 to 1 from 
1.499 to 1 in 2005. 
The net loss for fiscal year ended June 30, 2006 was ($11, 104) compared to a 
net income of $16,492 for 2005. The loss for 2006 was caused mainly by 
increases in Maintenance & Repairs, Bad Debts, Concessions and 
Miscellaneous Expenses which totaled in aggregate to approximately $22,000. 
Vacancy at fiscal year ended June 30, 2006 was 12.8% but only 3.92% for 2005. 
Occupancy was below the 93% minimum as required by the Management 
Agreement. 

IA RECOMMENDATION: 

Management should notify the City on its plans to improve this financial position. As per 
the Management Agreement AHMI has 60 days to increase the occupancy rate at or 
above 93%. 

11 HCD Reply to Findings/Recommendation: HCD concurs with the IA 
recommendation. HCD wishes to note that the occupancy from January 1, 2007 to 
the end of August was 95% at Autumn Drive and.96% at Camel Street with a 
combined occupancy of 95% which is excellent in the current rental climate. The 
HCD programmatic letter gave management 60 days from the date of that letter, 
September 7, 2007, to raise the current (site-visit) occupancy found in late August. 

Summary: HCD concurs with the IA report. 
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Date: 

To: 

From: 

Subject: 

City of 
~reensboro 

October 8, 2007 

Andy Scott, Director of Housing & Community Development 

Internal Audit Division 

llCD Reply to IA Report-Autumn Drive and Camel Street Apartments 2005-2006 

~fhank you for your reply of October 5, 2007. Internal 1\udit agrees with I lousing & Con1n1unity 
J)cvclop1ncnt's response to IA' subject report dated Scptcn1bcr l l, 2007. 

Nlickey Kerans 
Internal Auditor 

Len Lucas 
Internal Audit f)ircctor 

(;c: Ben Bn)\.vn, 1\ssistant City J\llanager for Econo1nic Oevclop1ncnt 

City of Greensboro, North Carolina 27402 


