





















































G. Did cash disbursements exclude payments for items listed below:

(1) Legal expenses incurred in the sale of
partnership interest or in connection with
permanent closing?

(2) The fee for the preparation of a partner’s ,
shareholder’s or individual's federal, state or
local income tax returns?

(3) Expenses for advice to an owner on tax
consequences of foreclosure?

(4) Reimbursement to the owners or affiliates
for prior advances, capital expenditures
and/or development acquisition costs
while the mortgage/grant is in default,
under modification, forbearance or
provisional workout arrangements?

(5) Were all disbursements from the operating
account(s) made exclusively for operation or
obligations of the development?

(6) Were letter of credit fees paid for out of
operations or obligations of the
development?

H. Were distributions made to, or on behalf of,
the owners limited to those authorized by the
Regulatory Agreement or the distributions in
accordance with prior written approval of
DSHA while the development was in a
surplus cash position?

(1) Developments operating under a
modification or forbearance agreement
and/or a provisional workout
arrangement are not in a “surplus cash”
position for distributions.

I. Were residual receipts deposited with the mortgagee
within thirty days after mortgagee request for such

deposit?
(HUD Section 8/202/236 projects only)

J. Were excess rental collections in Section 236
developments remitted to HUD each month?

K. Does the mortgagor/grantee have a formal rent
collection policy and is it posted?

L. Is the collection policy uniformly enforced?

M. Do tenants’ accounts receivables consist exclusively
of amounts due from those other than employees?
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Is there a formal procedure to write-off bad
debts?

Q. Have write-offs of tenant’s accounts been less than
one percent of the gross rent?

P. Are accounts receivables other than tenants’
receivables composed exclusively of amounts
due from unrelated persons or firms?

Q. Were there indications that payments for
services, supplies or materials were
substantially in excess of amounts normally
paid for such services, etc?

R. Were accounts payable remitted in a timely
manner so as to not incur late charges/penalties?

S. Has the mortgagee made the required deposits to the
mortgage escrow accounts as required by the loan
documents?

Management Compensation

A. Was compensation to the management agent
limited to the amounts prescribed in the
Management Agreement?

B. Were development expenses paid in accordance with
the management agreement (no expenses that management
agent are required to pay charged to the development)?

Rents and Occupancy

A. On nonsubsidized tax credit developments,
is the gross potential rental income from
apartments equal to or less than that shown on
the most recent rent schedule?

B. On subsidized developments, are dwelling unit
rents the same as those approved by DSHA/
HUD/RD on the most recent rent schedule?

RD/HUD Subsidy Payments (Section 8/515 developments only)

A. Were the amounts requested from
DSHA/HUD/RD adequately supported by the
accounting records?

B. Were subsidy receipts recorded in the proper
accounts?

C. Utility allowance payments were paid to
residents within five days of receipt from
DSHA/HUD/RD and in an amount equal to the
corresponding utility allowance subsidy
amounts received?
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REPORT ON INTERNAL 3024788940
CONTROL OVER FINANCIAL REPORTING ,
AND ON COMPLIANCE AND OTHER MATTERS s
BASED ON AN AUDIT OF FINANCIAL STATEMENTS o obeeon com
PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

September 21, 2009

Board of Directors
Huling Cove Housing Corporation
Lewes, Delaware

We have audited the financial statements of Huling Cove Housing Corporation as of and for the year
ended June 30, 2009 and have issued our report thereon dated September 21, 2009.

We conducted our audit in accordance with auditing standards generally accepted in the United
Slates of America and the standards applicable to financial audits contained in Government Audifing

Standards, issued by the Comptioller General of the United States.

infemal Conirol Qver Financial Reporting

in planning and performing our audit, we considered Huling Cove Housing Corporation's internai
control over financial reporting as a basis for designing owr auditing procedures for the purpose of
axpressing our opinion on the financial statements, but not for the purpose of axpressing an opinion
on the effectiveness of the Huling Cove Housing Corporation’s internai control over financial reporiing.
Accordingly, we do not express an opinion on the effectiveness of the Huling Cove Housing
Corporation’s intermnal control over financial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
. employees, in the nommal course of performing their assigned functions, to prevent or defect
misstatements on a fimely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the Huling Cove Housing Corporation's ability to initiate,
authorize, record, process, or report financial data reliably in accordance with the generally
accepted accounting principles such that there is more than o remote likelihood that o misstatement
of the Huling Cove Housing Corporation’s financial statements that is more than inconsequential will
not be prevented or detected by the Huling Cove Housing Corporation’s intemnal control.

A material weakness s a significant deficiency, or combination of significant deficiencies, that results
in more than a remote likelihood that o material misstatement of the financial statements will not be
prevented or detected by the Huling Cove Housing Corporation’s intermal control.

Qur consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
over financial reporting that might be significant deficiencies or material weaknesses. We did not
identify any deficiencies in internal confrol over financial reporting that we consider to be material

weaknesses, as defined above,
BARBACANE
o THORNTON
&COMPANY

CERTIFIED PUBLIC ACCOUNTANTS



Board of Directors
Huling Cove Housing Corporation
Lewes, Delaware

Compliance and Other Matters

As part of obtaining reasonable assurance about whether Huling Cove Housing Corporation’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
such 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.

This report is intended solely for the information and use of the Board of Directors, management, the U.S.
Department of Housing and Urban Development, Office of the Governor, Office of the Controller General,

Office of the Attorney General, Office of the Budget, and Office of Auditor of Accounts; and is not
intended to be and should not be used by anyone other than these specified parties.
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