ALBION HOUSING COMMISSION
ALBION, MICHIGAN

FINANCIAL STATEMENTS
FOR THE YEAR ENDED SEPTEMBER 30, 2005
AND
REPORTS ON INTERNAL CONTROL AND
COMPLIANCE




Michigan Department of Treasury

496 (02/06)

Auditing Procedures Report

Issued under P.A. 2 of 1968, as amended and P.A. 71 of 1919, as amended.

Local Unit of Government Type Local Unit Name County
CICounty Ocity OTwp [Jvilage [XlOther | Albion Housing Commission
Fiscal Year End Opinion Date Date Audit Report Submitted to State
September 30, 2005 June 15, 2006 June 27, 2006

We affirm that:

We are certified public accountants licensed to practice in Michigan.

We further affirm the following material, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations).

o o A~ W

~

10.

11.
12.
13.

14.
15.

® XXO OO 00 ® 0O vYes

X0 XXX

OX

O ODOO OOooOoO0 O 0N

ooad

Check each applicable hox below. (See instructions for further detail.)
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arry E.Gaudette, cpa, pC.

CERTIFIED PUBLIC ACCOUNTANT

1107 East Eighth Street
Traverse City, Michigan 4968¢
{231) 946-8930

Fax (231) 946-1377

Independent Auditor’s Report

Board of Commissioners
Albion Housing Commission
Albion, Michigan

I have audited the accompanying financial statements of the
business-type activities of the Albion Housing Commission,
Michigan, a component unit of the City of Albion, as of and for the
year ended September 30, 2005, which collectively comprise the
Housing Commission’s basic financial statements as listed in the
table of contents. These financial statements are the
responsibility of the Housing Commission’s management . My
responsibility 1is to express an opinion 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 Government
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 of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial
statement presentation. I believe that my audit provides a
reasonable basis for my opinion.

In my opinion, the financial statements referred to above present
fairly, in all material respects, the financial position of the
business-type activities of the Albion Housing Commission,
Michigan, as of September 30, 2005, and the respective changes in
financial position and cash flows, thereof for the year then ended
in conformity with accounting principles generally accepted in the
United States of America.

As described in Note 6 (D), the Housing Commission has implemented
a new financial reporting model, as required by the provisions of
GASB Statement No. 34, Basic Financial Statements and Management ‘s
Discussion and Analysis for State and Local Governments, as amended
and interpreted as of September 30, 2005.
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Albion Housing Commission
Independent Auditor’s Report
Page Two

In accordance with Government Auditing Standards, I have also
issued my report dated June 15, 2006, on my consideration of Albion
Housing Commission, Michigan’s internal control over financial
reporting and on my tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements and other
matters. The purpose of that report is to describe the scope of my
testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on
the internal control over financial reporting or on compliance.
That report is an integral part of an audit performed in accordance
with Government Auditing Standards and should be considered in
conjunction with this report in considering the results of my
audit.

The management’s discussion and analysis comparison information on
pages 3 through 6, are not a required part of the basic financial

statements, but are supplementary information required by
accounting principles generally accepted in the United States of
America. I have applied certain limited procedures, which

consisted principally of inquiries of management regarding the
methods of measurement and presentation of the required
supplementary information. However, I did not audit the
information and express no opinion on it.

My audit was made for the purpose of forming an opinion on the
financial statements that collectively comprise Albion Housing
Commission, Michigan’s basic financial statements. The
accompanying financial data schedule is presented for the purpose
of additional analysis and is not a required part of the basic
financial statements of the Housing Commission. The accompanying
schedule of expenditures of federal awards, is presented for
purposes of additional analysis as required by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations, and 1is also not a
required part of the basic financial statements of Albion Housing
Commission, Michigan. The combining financial statements, schedule
of expenditures of federal awards, and the financial data schedule
have been subjected to the auditing procedures applied in the audit
of the basic financial statements and, in my opinion, are fairly
stated in all material respects, in relation to the basic financial
statements taken as a whole.

K‘“’j § i, ) pe

June 15, 2006




AILLBION HOUSING COMMISSION
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD & A)
September 30, 2005

Albion Housing Commission, created in 1950, by the City of Albion,
provides housing to meet the community’s needs for affordable low-
income housing. As management of the Housing Commission, we offer
readers this narrative overview and analysis of the financial
activities of the Housing Commission for the fiscal year ended
September 30, 2005. We encourage readers to consider the
information presented here in conjunction with the Housing
Commission’s financial statements.

Financial Highlights

The financial statements for Albion Housing Commission consists of
two programs. The first is owned housing, consisting of 218 units
of public housing and the second is the capital funding program.
Albion Housing Commission had total revenues of $1,268,485 that
includes $334,681 in rental payments and $894,570 in federal
assistance. Total operating expenses were $1,047,308, that
includes $362,400 in administrative expenses, $104,917 in
utilities, $326,096 in ordinary maintenance expenseg, and $126,996
in depreciation expense. Total revenues increased by $353,737 from
the prior year and operating expenses increased by $44,022 from the
prior year for a net increase of $309,715, due in part to the
increase in federal grants.

The assets of the Housing Commission exceeded its liabilities at

the close of the most recent year by $3,324,214. The Housing
Commission’s total net assets increased by $213,137 from the prior
year. The increase is attributable in part to the federal grant

increasing from the prior year.

Total assets of the Housing Commission were $3,474,678 including
$1,040,841 of current assets and $2,433,837 of net property, plant,
and equipment assets. The Housing Commission had current
liabilities of $78,915. Assets increased, in part, by $221,177
from the prior year for the same reason mentioned in the previous
paragraph.

The financial condition of the Housing Commission continues to
improve.

Overview of the Financial Statements

The financial statements included in this annual report are those
of a special-purpose government engaged only in a business-type
activity. The following statements are included:

* Statement of Net Assets - reports on the Housing Commission'’s
current financial resources with capital and other assets and
other liabilities.
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* Statement of Activities - reports the Housing Commission’s
operating and non-operating revenues, by major source along
with operating and non-operating expenses and capital c
contributions.

* Statement of Cash Flows - reports the Housing Commission’s
cash flows from operating, investing, capital, and non-
capital activities.

Commission’s current position

The City of Albion has become economically and financially
challenged with the closing of the hospital, a major foundry,
decline in school enrollment, school closings, the closing of
Department of Human Services office and many other businesses.
With the above, the Albion Housing Commission has suffered a high
volume of vacancies.

The Albion Housing Commission has many negative renters, and
minimum renters. The housing commission also suffers from a high
amount of drug activity, and high crime rates due to the economic
status of the City of Albion. Beginning June 1, 2006 through
August 31, 2006, the housing commission has entered into a
Cooperative Agreement with the City of Albion Public Safety
Department to help out with the crime and drugs. We are hopeful
that with the presence of public safety this will help draw more
applicants to Northview Homes.

With high vacancy rates in Northview Homes, this will ultimately
have a financial impact on the Albion Housing Commission.

The Albion Housing Commission has programs for its residents and
have made many improvements during the prior fiscal year to our
community such as sidewalk repair, bathroom renovations, kitchen
renovations, carpet, updated fixtures, resurfaced parking, siding
replacement, window replacement, elevator update, and we have added

a beauty salon. The Housing Commission has committed to capital
outlays for the fiscal year ended September 30, 2006 for a pole
barn, bathrooms at Peabody, and weather conditioning the

maintenance building.

Again, due to the high amount of vacancies in Northview Homes, this
will have a significant impact on the Albion Housing Commission’s
financial position and PHAS score.

Ann Kemp, Executive Director
1300 Cooper Street
Albion, Michigan 49224-4009




Financial Analysis of the Housing Commission

The following condensed statement of net assets show a summary of
changes for the years ended September 30, 2005 and 2004.

2005 2004 Net Change
Current assets $1,040,841 $1,068,735 S( 27,894)
Property and equipment 2,433,837 2,192,806 241,031
Total assets $3,474,678 $3,261,541 $ 213,137
Current liabilities s 78,915 S 76,843 S 2,072
Noncurrent liabilities 71,549 81,661 ( 10,112)
Total liabilities 150,464 158,504 ( 8,040)
Net assets:

Invested in capital assets 2,433,837 2,192,806 241,031
Unrestricted net agsets 890,377 910,231 ( 19,854)
Total net assets 3,324,214 3,103,037 221,177

Total liabilities and
net agsets $3,474,678 $3,261,541 & 213,137
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Financial Analysis of the Housing Commission (continued)

The following table summarizes the statement of activities of the
Housing Commission for the years ended September 30, 2005 and 2004.

2005 2004 Net Change
Operating revenues:
Dwelling rent $ 334,681 $ 350,590 $( 15,909)
Nondwelling rent 5,095 4,908 187
Total operating revenues 339,776 355,498 (15,722)
Operating expenses:
Administration 362,400 373,801 ( 11,401)
Tenant services 20,738 23,648 ( 2,910)
Utilities 104,917 97,885 7,032
Ordinary maintenance and
operation 326,096 310,521 15,575
Protective services 762 1,176 ( 414)
General expenses 105,399 99,052 6,347
Casualty losses ( 31,035) 31,035
Depreciation 126,996 128,238 ( 1,242)
Total operating expenses 1,047,308 1,003,286 44,022
Operating income (loss) ( 707,532) ( 647,788) ( 59,744)
Non-operating revenue:
Interest income 22,152 14,598 7,554
Other income 11,987 14,300 ( 2,313)
Operating grants 577,836 397,531 180,305
Capital grants 316,734 132,821 183,913
Total nonoperating
revenue 928,709 559,250 365,459
Change in Net Assets S 221,177 ${( 88,538) $ 309,715
-6-
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ALBION HOUSING COMMISSION
STATEMENT OF NET ASSETS
September 30, 2005

ASSETS
Current Assets:

Cash S 684,874
Accounts receivable-dwelling rents 12,475
Allowance for doubtful accounts ( 5,488)
Investments-unrestricted 324,149
Prepaid expenses 24,831
Total Current Assets 1,040,841

Property and Equipment:
Land 19,144
Buildings 9,144,043
Equipment 451,720
Building improvements 2,234,315
11,849,222
Less: accumulated depreciation (9,415,385)
Net Property and Equipment 2,433,837
Total Assets $ 3,474,678

See notes to financial statements
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ALBION HOUSING COMMISSION
STATEMENT OF NET ASSETS (CONTINUED)
September 30, 2005

LIABILITIES and NET ASSETS

Current Liabilities:

Accounts payable S 32,607
Tenant security deposit liability 23,934
Accrued expenses 11,149
Deferred revenues 11,225
Total Current Liabilities 78,915
Noncurrent liabilities:
Accrued compensated absences 71,549
Total Liabilities 150,464
Net Assets:
Invested in capital assets 2,433,837
Unrestricted net assets 890,377
Total Net Assets 3,324,214
Total Liabilities and Net Assets S 3,474,678

See notes to financial statements
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ALBION HOUSING COMMISSION
STATEMENT OF ACTIVITIES
Year Ended September 30, 2005

OPERATING REVENUES:
Dwelling rent
Nondwelling rent

Total operating revenues

OPERATING EXPENSES:
Administration
Tenant services
Utilities
Ordinary maintenance and operation
Protective services
General expenses
Depreciation

Total operating expenses

Operating income (loss)

NONOPERATING REVENUES:
Investment interest income
Other income
Operating grants
Capital grants
Total nonoperating revenues
Change in net assets
Net assets, beginning

Net assets, ending

See notes to financial statements

-9-

$

334,681
5,095

339,776

362,400
20,738
104,917
326,096
762
105,399
126,956

1,047,308

(

707,532)

22,152
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ALBION HOUSING COMMISSION
STATEMENT OF CASH FLOWS
Year Ended September 30, 2005

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from dwelling and nondwelling

rents S 327,236

Cash payments to other suppliers of goods
and services ( 409,901)
Cash payments to employees for services ( 481,602)
Cash payments for in lieu of taxes ( 25,761)
Net cash (used) by operating activities (_590,028)

CASH FLOWS FROM NONCAPITAL
FINANCING ACTIVITIES:

Tenant security deposits ( 1,314)
Operating grants 577,836
Other revenue 11,987

Net cash provided by noncapital
financing activities 588,509

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Capital grants 316,734
Payments for capital acquisitions ( 368,027)

Net cash (used) by capital and related
financing activities { 51,293)

CASH FLOWS FROM INVESTING ACTIVITIES:
Investments reduced 42,334
Receipts of interest and dividends 22,152

Net cash provided by investing

activities 64,486

Net increase (decrease) in cash 11,674

Cash, beginning 673,200

Cash, ending S 684,874
_10_




ALBION HOUSING COMMISSI

STATEMENT OF CASH FLOWS (CONTINUED)

Year Ended September 30,

RECONCILIATION OF CASH AND CASH
EQUIVALENTS PER STATEMENT OF CASH
FLOWS TO THE BALANCE SHEET:

Cash and cash equivalents per balance sheet

'SCHEDULE RECONCILING OPERATING INCOME
TO NET CASH FLOW FROM OPERATING
ACTIVITIES:

Operating income (loss)

Adjustments to reconcile operating
(loss) to net cash(used in)
operating activities:

Depreciation
Bad debt allowance change

Changes in assets and liabilities:

(Increase) decrease in assets:
Accounts receivable-tenants
Prepaid expenses

Increase (decrease) in liabilities:
Accounts payable
Accrued wages/payroll taxes
Accrued compensated absences
Accrued payments in lieu of taxes
Deferred revenues

ON

2005

684,874

684,874

707,532)

126,996
5,488

7,004)
1,250)

8,285
3,199

11,235)
1,439)
5,536)

Net cash (used) by operating activities

See notes to financial statements
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ALBION HOUSING COMMISSION
NOTES TO FINANCIAL STATEMENTS
September 30, 2005

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of Albion Housing Commission (the Housing
Commission) have been prepared in conformity with U.S. generally
accepted accounting principles (GAAP) as applied to government
units. The Governmental Accounting Standards Board (GASB) is the
accepted standard-setting body for establishing governmental
accounting and financial reporting principles. The more
significant of the Housing Commission’s accounting policies are
described below.

The Reporting Entity

Albion Housing Commission is a component unit of the City of
Albion, a Michigan home rule City. The Housing Commission 1is a
Public Housing Agency created by the City of Albion on July 10,
1950, consisting of a five member board appointed by the City
manager and charged with the responsibility to provide and service
housing to meet the community’s needs for affordable low-income
housing. These financial statements include all of the resocurces
and activities of the Albion Housing Commission over which the
Housing Commission exercises operational control or which have
financial significance to the Housing Commission. The Housing
Commission has no component units and is not responsible for any
jointly governed organizations.

Grants and Other Intergovernmental Revenues

The Housing Commission has entered into contracts with the U.S.
Department of Housing and Urban Development (HUD) . Under Contract,
C-3043, the Housing Commission constructed, maintains and operates
218 units of subsidized housing in the City of Albion, Michigan.

Fund Financial Statements

The Housing Commission only has business-type activities, which
rely to a significant extent on fees and charges for support. The
fund financial statements include the Statement of Net Assets,
Statement of Activities and the Statement of Cash Flows.

The Housing Commission is considered one single Enterprise Fund and
does not have any governmental activities.

Fund Accounting

The accounts of the Housing Commission are organized on the basis
of funds, each of which is considered a separate accounting entity.
The operations of each fund are accounted for with a separate set
of self balancing accounts that comprise its assets, liabilities,
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equity, revenues, and expenses. The Housing Commission’s fund
structure includes only proprietary funds. Under generally
accepted accounting principles, proprietary funds are grouped into
two broad categories - enterprise and internal service funds.
Enterprise funds are used to account for operations (a) that are
financed and operated in a manner similar to private business
enterprises - where the intent of the governing body is that the
costs of providing goods and services to the general public on a
continuing basis be financed or recovered through user charges; or
(b) where laws or regulations require that the activity’s costs of
providing services including capital costs(such as depreciation or
debt service) be recovered with fees and charges rather than with
taxes and similar revenues. All of the Housing Commission’s funds
are operated as enterprise type proprietary funds whereby costs of
services are to be recovered through user charges or subsidies from
other governmental units.

Basis of Accounting

Basis of accounting refers to when revenues and expenses are
recognized in the accounts and reported in the financial
statements, regardless of the measurement focus. The Housing
Commission’s financial statements are prepared using the economic
resources measurement focus and the accrual basis of accounting.

Under the economic resources measurement focus, all assets and all
liabilities (whether current or noncurrent) are included in the
statement of net assets of the individual funds. Their reported
net assets are segregated into invested capital assets and
unrestricted net assets components. Operating statements present
increases (revenues) and decreases (expenses) in net assets.

Under the accrual basis of accounting, all revenues are recorded
when earned, regardless of when received, and all expenses are
recorded when a liability is created, regardless of when paid.

In accordance with Governmental Accounting Standards Board
Statement No. 20, Accounting and Financial Reporting for
Proprietary Funds and Other Governmental Entities That Use
Proprietary Fund Accounting, Albion Housing Commission has elected
to apply only those Financial Accounting Standards Board Statements
issued prior to November 30, 1989 to its proprietary funds and to
the proprietary funds of its component units.

Cash and Cash Equivalents

For purposes of the statement of cash flows, the Housing Commission
considers all highly liquid investments purchased with a maturity
of three months or less to be cash equivalents.

Insurance

The premiums on all major insurance policies are charged to prepaid
insurance and amortized over the life of the policy.
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Budgets and Budgetary Accounting

The Housing Commission is required under each of its HUD contracts
to adopt an annual operating budget which must be approved by HUD.
Budgetary data and comparison of actual and planned performance is
reported directly to HUD based on specific program reporting
requirements.

Receivables

All receivables are reported at their net value, reflecting where
appropriate, by the estimated portion that is expected to be
uncollectible. The Housing Commission estimates the uncollectible
portion of tenant rents as a percentage of gross tenant rents using
prior collection experience.

Short-term Interfund Receivables/Payables

During the course of operations, numerous transactions occur
between individual funds. Receivables and payables arising from
these transactions are classified as "due from other funds" and
"due to other funds" on the statement of net assets.

Fixed Asset Capitalization

Fixed assets with a cost to acquire or construct of $100 or more
are capitalized and depreciated over their estimated useful lives.
Depreciation 1is provided on a straight-line basis wusing the
following estimate of useful lives:

Buildings 15 - 25 years
Furniture, equipment and machinery 7 - 10 years
Building improvements 15 - 25 years

Net Assets
The Housing Commission classifies its net assets as follows:

a. Invested in capital assets net of related debt represents
all fixed assets acquired by the Housing Commission (both
pre-FY 2001 and post FY 2001) reduced by accumulated
depreciation and related capital projects debt issued to
purchase those assets.

b. Unrestricted net assets indicate that portion of net assets
which is available for use in future periods.

Operating Revenuesg and Expenses

The Housing Commission includes in operating revenues resources
that are derived or received from exchange transactions. Resources
derived principally from non-exchange transactions are excluded

from operating income. Operating expenses include the cost of
providing services, excluding depreciation. Depreciation, amounts
expended for capital additions and amounts expended for retirement-
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of -debt are excluded from operating expenses. Depreciation expense
is charged to invested in capital assets rather than unrestricted
net assets.

Use of Estimates

The preparation of financial statements in accordance with
generally accepted accounting principles requires the use of
management estimates. The Housing Commission uses estimates of
useful lives of its fixed assets and other estimates in preparing
its financial statements. Actual results may differ from the
Housing Commission’s estimates.

Vacation and Sick Leave

The Housing Commission allows permanent employees to accumulate the
following compensated absences:

* Vacation leave not used by employees may be accumulated up
to two weeks upon approval of the Executive Director. An
employee who is permanently separated by reason of
resignation, retirement, death or termination shall be paid,
in a lump sum at his/her current rate of pay for all unused
vacation leave.

* Sick leave shall accumulate at the rate of one (1) day of
each thirty (30) calendar days of service. A regular
employee leaving the service of the Housing Commission, by
reason of resignation, retirement, death or termination, will
be paid in a lump sum 100% of all accumulated sick leave at
the employee’s current rate of pay. Each regular full time
employee shall be given the option of cashing in accumulative
sick leave at the end of every fiscal year which exceeds 60
days. Employees are only allowed to cash in a maximum of
fifteen (15) days per fiscal year.

* Personal leave is earned at a rate of three days per year.
Unused personal leave cannot be accumulated.

The amount of accumulated benefits at September 30, 2005, was
$79,499, and is recorded as a liability in the applicable funds.

Post Employment Benefits

The provision for pension cost is recorded on an accrual basis,
and the Commission’s policy is to fund pension costs as they
accrue.

Income Taxes

As a component unit of a Michigan City, the Housing Commission is
exempt from federal and state income taxes. The Housing Commission
has no unrelated business income.
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NOTE 2: DEPOSITS, INVESTMENTS AND CREDIT RISK

The Housing Commission maintains cash and investment accounts in
the Low Rent Program.

Deposits

At vyear-end, the carrying amount of the Housing Commission’s
deposits were $684,874 and the bank balance was $703,916 of which
$703,916 was covered by federal depository insurance and a
collateral agreement.

Investments

The Housing Commission had the following investment accounts as of
September 30, 2005:

American Federal (savings #117266) $ 79
American Federal (money market #117266) 9,165
Linsco Financial Services (money market #1117-5091) 309,449
LaSalle Bank (money market #60-S102-41-2) 5,456

S 324,149

Interest Rate Risk - The Housing Commission does not have a formal
investment policy that limits investment maturities as a means of
managing its exposure to fail value losses arising from increasing
interest rates.

Credit Risk - The Housing Commission’s investment policy approves
the following securities and deposit accounts: U.S. Treasury
bills, U.S. Treasury certificates, notes and bonds, certificate of
deposits, commercial business savings accounts, money market
accounts, obligations which are lawful investments for fiduciary
and trust funds under the jurisdiction of the United States
Government, Series E savings bonds and Series H savings bonds.

The Housing Commission shall deposit excess monies in the general
fund and all other operating fund accounts in time, savings, or
share accounts with banks or other institutions, to the extent that
all unsecured deposits or accounts are insured by: the Federal
Deposit Insurance Corporation(FDIC), National Credit Union Share
Insurance Fund (NCUSIF), or State Insurance plans which are approved
by the United States Comptroller of the currency as an eligible
depositary of trust funds of National Banks, respectively.

All excess monies over the insured limits of the financial
institution or banks, the Houging Commission shall obtain
collateralization of excess funds at 100% of the principal value.
Such collateralization shall be in the form of U.S. Treasury Notes
or Bonds in the name of the Housing Commission held in trust by the
financial institution or bank. The Housing Commission may choose

collateralization in the following form and percentages:
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1. U.S. Treasury Notes - 100%; or

2. U.S. Treasury Notes and/or Bonds - 75% and
3. Mortgage Backed Securities - 25%

In any such case the collateralization shall be no less than 100%
of value of the funds in all accounts. The financial institution
shall provide a statement of the following collateralization at a
minimum once every quarter to the Housing Commission.

The Housing Commission has no investment policy that would further
limit its investment choices.

Concentration of Credit Risk - The Housing Commission places no
limit on the amount the Housing Commission may invest in any one
igssuer. All of the Housing Commission’s investments are reported
in the Enterprise Fund.

A reconciliation of cash as shown on the combined statement of net
assets follows:

Carrying amount of deposits S 684,874
Investments 324,149
Total S 1,009,023
Cash and cash equivalents:

Enterprise activities s 1,028,181
Enterprise activities - deposits in transit 12,025

Enterprise activities - checks written
in excess of deposits ( 31,183)
Total S 1,009,023

NOTE 3: RECEIVABLES AND PAYABLES

Tenant Accounts Receivable

Tenant accounts receivable are recorded at gross amount and reduced
by the estimated amount uncollectible. At September 30, 2005, the
receivables were $12,475 with $5,488 estimated as uncollectible.
Bad debt expense was $5,488.

Inter-fund Receivables, Pavables, and Transfers

Interfund receivables and payables are recorded as "due from other
programs" and "due to other programs". There were no interfund
payables to the Low Rent Program from the Capital Fund Program as
of September 30, 2005

There was an individual fund operating transfer during the fiscal

year of $69,956 from the capital fund program to the low rent
program.
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NOTE 4: CAPITAL ASSETS

Capital asset activity for the year ended September 30, 2005 was as

follows:
Balance Additions/Retirements/ Balance

09/30/04 Transfers Transfers 09/30/05
Low Rent Program
Land S 19,144 $ S S 19,144
Buildings 10,732,770 1,588,727 9,144,043

Furniture, equip.

& machinery -

dwellings 83,586 7,975 91,561
Furniture, equip.

& machinery -

administration 243,370 43,318 286,688
Building
improvements 1,588,727 1,588,727

11,078,870 $1,640,020 $1,588,727 11,130,163

Less accumulated
depreciation ( 9,288,389)$( 116,907)5% ( 9,405,296)

Total S 1,790,481 S 1,724,867

Capital Fund
Program

Furniture, equip.
& machinery -

administration § S 73,471 S S 73,471
Building
improvements 402,325 243,263 645,588
402,325 $§ 316,734 3 719,059
Less accumulated
depreciation ${ 10,089)8 ( 10,089)
Total S 402,325 S 708,970
Combined Totals S 2,433,837

NOTE 5: INVESTED IN CAPITAL ASSETS

The following is a summary of the activity in the Invested in
Capital Assets account:
Invested in
Capital Agsets
Balance, beginning(contributed capital) $ 2,192,806
Investment in fixed assets, net of
depreciation paid for from operations
net of depreciation, not included in
contributed capital 241,031

Balance, ending '$ 2,433,837
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NOTE 6: OTHER INFORMATION
A. Pension Plan

The Housing Commigsion participates with the City of Albion where
each employee is covered under a defined benefit plan with the
Michigan Municipal Employees Retirement System (MERS) that provides
for annual employer contributions with complete vesting after ten
(10) years. At December 31, 2004, the date of the last completed
actuarial evaluation, the Housing Commission and the City of
Albion’s (Municipality) termination 1liability for retirement
benefits for nonunion members was $3,591,828. The present value of
accrued benefits available to meet this obligation were $3,619,194.
The Valuation of the Assets for the Municipality as of December 31,
2004 was $5,735,159, leaving an overfunded balance of $2,115,965.
There are 18 active nonunion members, 10 vested former nonunion
members and 38 nonunion retirees and Dbeneficiaries. The
Municipality had nonunion employee payroll of $670,261, but did not
have to make an employer contribution since there was an overfunded
balance.

Further details are available from MERS at (800) 767-6377.
B. Current Vulnerability Due to Certain Concentrations

The Housing Commission operates in a heavily regulated environment.
The operations of the Housing Commission are subject to the
administrative directives, rules and regulations of federal, state
and local regulatory agencies, including, but not limited to, HUD.
Such administrative directives, rules and regulations are subject
to change by an act of Congress or an administrative change
mandated by HUD. Such changes may occur with little notice to
inadequate funding to pay for the related cost, including the
additional administrative burden to comply with a change.

C. Risk Management and Litigation

The Housing Commission is exposed to various risks of loss related
to torts; theft of, damage to, and destruction of assets; errors
and omissions; injuries to employees, and natural disasters for
which it obtains coverage from commercial companies. The Housing
Commission has had no settled claims resulting from these risks
that exceed their commercial coverage in the current year or the
three prior fiscal years.

D. Implementation of New Accounting Standard

As of and for the year ended September 30, 2005, the Housing
Commission implemented GASB Statement Number 34 - Basic Financial
Statements -and Management’s Discussion and Analysis - State and
Local Governments. The more significant changes required by the
standard include a Management Discussion and Analysis; government-
wide financial statements, prepared using the economic resources
measurement focus and the accrual basis of accounting; fund
financial statements, consisting of a series of statements that
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focus on a government’s major funds; and schedules to reconcile
the fund financial statements to the government-wide financial
statements.

E. Commitments

A former employee is on paid administrative leave.

NOTE 7: SEGMENT INFORMATION

The Housing Commission maintains one Enterprise Fund that includes
two separate programs which provide housing assistance and grant
programs. Segment information for the year ended September 30,
2005, was as follows:

Low Rent Capital Fund
Program Program
Condensed Statement of Net Assets
Current assets S 1,040,841 S
Property and equipment 1,724,867 708,970
Total assets S 2,765,708 S 708,970
Current liabilities S 78,915 S
Noncurrent liabilities 71,549
Total liabilities 150,464
Net assets:
Invested in capital assets 1,724,867 708,970
Unrestricted net assets 890,377
Total net assets 2,615,244 708,970

Total liabilities and net assets $ 2,765,708 S 708,970

Condensed Statement of Activities

Dwelling rent S 334,681 S
Nondwelling rent 5,095
Depreciation ( 116,907) ( 10,089)
Other operating expenses { 920,312)
Operating(loss) ( 697,443) ( 10,089)
Nonoperating revenues:
Investment interest income 22,152
Other income 11,987
Operating transfers in (out) 69,956 ( 69,956)
Operating grants 507,880 69,956
Capital grants 316,734
Change in net assets ( 85,468) 306,645
Beginning net assets 2,700,712 402,325
Ending net assets $ 2,615,244 S 708,970

Condensed Statement of Cash Flows
Net cash provided (used) by:

Operating activities S ( 590,028) S
Noncapital financing activities 588,509
Capital & related financing activities ( 51,293)
Investing activities 64,486
Net increase (decrease) 11,674
Beginning cash and cash equivalents 673,200
Ending cash and cash equivalents S 684,874 S
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AILBION HOUSING COMMISSION
COMBINING STATEMENT OF NET ASSETS
September 30, 2005

Capital
Low Rent Fund
Program Program
14.850 14.872
ASSETS
Current assets:
Cash S 684,874 S
Accounts receivable-dwelling rents 12,475
Allowance for doubtful accounts-
dwelling rents ( 5,488)
Investments-unrestricted 324,149
Prepaid expenses 24,831
Total current assets 1,040,841
Property and equipment:
Land 19,144
Buildings 9,144,043
Eguipment 378,249 73,471
Building improvements 1,588,727 645,588
11,130,163 719,059
Less accumulated depreciation ( 9,405,296) ( _10,089)
Net property and equipment 1,724,867 708,970

Total Assets S 2,765,708 $ 708,970




Totals

$

684,874
12,475

5,488)
324,149
24,831

1,040,841

19,144
9,144,043
451,720
2,234,315

(

11,849,222
9,415,385)

2,433,837

$

3,474,678
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ALBION HOUSING COMMISSION
COMBINING STATEMENT OF NET ASSETS (CONTINUED)
September 30, 2005

Capital
Low Rent Fund
Program Program
14.850 14.872
LIABILITIES and NET ASSETS
Current liabilities:
Accounts payable S 32,607 $
Tenant security deposit liability 23,934
Accrued expenses 11,149
Deferred revenues 11,225
Total current liabilities 78,915
Noncurrent liabilities:
Accrued compensated absences 71,549
Total liabilities 150,464
Net assets:
Invested in capital assets 1,724,867 708,970
Unrestricted net assets 890,377
Total net assets 2,615,244 708,970

Total Liabilities and Net Assets $2,765,708 $ 708,970




Totals

32,607
23,934
11,149
11,225

78,8915

71,549

150,464

2,433,837
890,377

3,324,214

$

3,474,678
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AILBION HOUSING COMMISSION
COMBINING STATEMENT OF ACTIVITIES
Year Ended September 30, 2005

|

Capital
Low Rent Fund
Program Program
14.850 14.872
OPERATING REVENUES:
Dwelling rent S 334,681 S
Nondwelling rent 5,095
Total operating revenues 339,776
- OPERATING EXPENSES:
Administration 362,400
Tenant services 20,738
Utilities 104,917
Ordinary maintenance and operation 326,096
Protective services 762
General expenses 105,399
Depreciation 116,907 10,089
Total operating expenses 1,037,219 10,089
Operating income (loss) {_697,443) (. .10,089)
NONOPERATING REVENUES (EXPENSES) :
Investment interest income 22,152
Other income 11,987
Operating transfers in (out) 69,956 ( 69,956)
Operating grants 507,880 69,956
Capital grants 316,734
Total nonoperating revenues
(expenses) 611,975 316,734
Change in net assets ( 85,468) 306,645
Net assets, beginning 2,700,712 402,325
Net assets, ending $2,615,244 $708,970




Totals

$

334,681
5,085

339,776

362,400
20,738
104,917
326,096
762
105,399
126,996

1,047,308

(

707,532)

22,152
11,987

577,836
316,734

928,709

221,177

3,103,037

$

3,324,214
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ALBION HOUSING COMMISSION
COMBINING STATEMENT OF CASH FLOWS

Year Ended September 30,

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from dwelling and
nondwelling rents
Cash payments to other suppliers of
goods and services

Cash payments to employees for services

Cash payments for in lieu of taxes

Net cash (used) by
operating activities

CASH FLOWS FROM NCNCAPITAL
FINANCING ACTIVITIES:
Tenant security deposits
Operating transfers in (out)
Operating grants
Other revenue

Net cash provided by
noncapital financing
activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Capital grants
Payments for capital acquisitions

Net cash (used) by capital
and related financing
activities
CASH FLOWS FROM INVESTING ACTIVITIES:
Investments reduced
Receipts of interest and dividends

Net cash provided by investing
activities

Net increase (decrease) in cash
Cash, beginning

Cash, ending

2005
Capital
Low Rent Fund
Program Program
14.850 14.872

$ 327,236 S

( 409,901)
( 481,602)
(_25,761)

( 590,028)

( 1,314)
69,956 ( 69,956)
507,880 69,956

11,587

588,508

316,734
( 51,293) (316,734)

(. 51,293)

42,334
22,152

64,486

11,674

673,200

S 684,874 S




Totals

$

327,236

409,901)
481,602)
25,761)

590,028)

1,314)

577,836
11,987

588,509

316,734
368,027)

51,293)

42,334
22,152

64,486

11,674

673,200

684,874
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ALBION HOUSING COMMISSION
COMBINING STATEMENT OF CASH FLOWS (CONTINUED)
Year Ended September 30, 2005

Capital
Low Rent Fund
Program Program
14.850 14.872
RECONCILIATION OF CASH AND CASH
EQUIVALENTS PER STATEMENT OF
CASH FLOWS TO THE BALANCE SHEET:
Cash S 684,874 S
Cash and cash equivalents per balance
sheet S 684,874 %
SCHEDULE RECONCILING OPERATING INCOME
TO NET CASH FLOW FROM OPERATING
ACTIVITIES:
Operating income (loss) S( 697,443) s( 10,089)
Adjustments to reconcile operating
(loss) to net cash(used in)
operating activities:
Depreciation 116,907 10,089
Bad debt allowance change 5,488
Changes in assets and liabilities:
(Increase) decrease in assets: '
Accounts receivable-tenants ( 7,004)
Prepaid expenses ( 1,250)
Increase (decrease) in liabilities:
Accounts payable 8,285
Accrued wages/payroll taxes 3,199
Accrued compensated absences ( 11,235)
Accrued payments in lieu of
taxes ( 1,439)
Deferred revenues { 5.536)
Net cash (used) by operating
activities S{ 590,028) §




Totals

684,874

684,874

707,532)

126,996
5,488

7,004)
1,250)

8,285
3,199
11,235)

1,439)
5,536)

590,028)

-25-




ALBION HOUSING COMMISSION
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
AND NOTES TO THE SCHEDULE OF FEDERAL AWARDS
Year Ended September 30, 2005

SCHEDULE OF EXPENDITURES OF FEDERAIL AWARDS

Fiscal
Year Federal Grantor CFDA No. Expenditures
U.S. Department of HUD
Public and Indian Housing
Major - Direct Program
2005 Low Rent Public Housing 14.850 $ 507,880
Public and Indian Housing
Major - Direct Program
2005 Capital Fund Program 14.872 386,690

Total S 894,570

NOTES TO THE SCHEDULE OF FEDERAL AWARDS

NOTE 1: Significant Accounting Policies

The schedule of federal awards has been prepared on the
accrual basis of accounting.

CFDA = Catalog of Federal Domestic Assistance
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ATLBION HOUSING COMMISSION
FINANCIAL DATA SCHEDULE
Year Ended September 30, 2005

Capital
FDS Low Rent Fund
Line Program Program
Item No. 14.850 14.872
ASSETS
Current Assets:
Cash:
111 Cash-unrestricted S 684,874 S
100 Total cash 684,874
Receivables:
126 A/R-tenants-dwelling rents 12,475
126.1 Allowance for doubtful accounts-
dwelling rent ( 5,488)
120 Total receivables, net of
allowance for doubtful
accounts 6,987
Current Investments:
131 Investments-unrestricted 324,149
Other Current Assets:
142 Prepaid expenses and other
assets 24,831
150 Total current assets 1,040,841
Noncurrent Assets:
Fixed Assets:
161 Land 19,144
162 Buildings 9,144,043
163 Furn, equip & mach-dwellings 91,561
164 Furn, equip & mach-admin. 286,688 73,471
165 Building improvements 1,588,727 645,588
166 Accumulated depreciation (9,405,296) ( 10,089)
160 Total fixed assets, net of
accumulated depreciation 1,724,867 708,970
180 Total noncurrent assets 1,724,867 708,970
190 Total Assets S 2,765,708 § 708,970




Totals

$

684,874

684,874

12,475

5,488)

6,987

324,149

24,831

1,040,841

19,144
9,144,043
91,561
360,159
2,234,315
9,415,385)

2,433,837

2,433,837

3,474,678
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FDS
Line

Item No.

312
321

322

333

341
342

310

354

300

508.

508

512

513

600

1

.1

ALBION HOUSING COMMISSION
FINANCIAL DATA SCHEDULE (CONTINUED)

Year Ended September 30,

LIABILITIES AND EQUITY/NET ASSETS

Liabilities:
Current Liabilities:
Accounts payable<=90 days
Accrued wage/payroll taxes
payvable

Accrued compensated absences-
current portion

Accounts payable-other
government

Tenant security deposits

Deferred revenues

Total current liabilities

Noncurrent Liabilities:
Accrued compensated absences

Total liabilities

Equity:
Invested in capital assets

Total equity

Net Assets:
Unrestricted net assets

Total equity/net assets

Total Liabilities and
Equity/Net Assets

2005
Capital
Low Rent Fund
Program Program
14.850 14.872
S 8,285
3,199
7,950
24,322
23,934
11,225
78,915
71,549
150,464
1,724,867 708,970
1,724,867 708,970
890,377
2,615,244 708,970
$2,765,708 708,970




