POTTERVILLY. HOUSING COMMISSION

REPORT ON FINANCIAL STATEMENTS
(with supplemenial information)

For the Year Ended Scpiember 30, 2008



TR
-\ B

ANDERSON, TACKMAN

& COMPANY, PLC.

CERTFID FUGLKG ACCCAMTANT S

FOTTERVILLE HOUSING COMMISSION

TABLE OF CONTENTS

Page
Independent Auditors’ Report .o MM e e a e na e an e nnennnnn OO . |
Management Discussion 8nd ADAIYSIS .. A b bt e n e e 5-8

Financial Statemenis:

Statement of TNet ASSELS .o PN e e e n e e e Fe b brer e ————————————— e B
Statement of ACTVIIIES e e bretmreterereaa e am——eerersieasania e treeesrreaeeieee e ———————— s 1]
Stotement of Revenues, Expenses, and Change in Nel Assets...ounn... Pttt a e a e n e snea e £
Statement of Cash FIOWS oo feeme b imeren e ranerenarene e e e annr e e baas T, .12
Noles 10 the Finoneial Statermenls. e, N A vare e e an e adn e 1319

Supplemental Infarmation:
Financial Data Schedule................ N Sbereeenereeee e e e e nenesemne e s sneiirn
Reron on Internal Centrol Over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial $1alements Performed in Accordance With

Crovernment Awditing Standards ..o

Schedule of Findings and Responses............

AErTeiaEEEF IR EETEEEEErEEESEEEEEEEEEREEELERESE e

HA R R A A Ak R Er TR ETE NN R NN EEEE R ESEERLEEELEL .

--------------------------------------- dEEEEr EEEE R RS EEEEEE AR EEEEEE R EEELEEELIERIdpy




ANDERSON, TACKMAN & COMPANY, P.L.C.
CERTIFIED PUBLIC ACCOUNTANTS

. Ir .rff::.l!l.'r-'.'.'.'.'f.- Friace .rru."ﬂ f_‘l_ff.r.. P e f.-fg.-:{.r‘.x,r.'; st 'ff.;r.-u.-.-:;_'-;

Prroipais - lon Mounta n: Member al;
[taved d dabrzen, CRA Prevate Compan.os Pracico Seguom
Shane M. Ehison, TFA Amprczan Inzbsse of Certfind

Pubrss ACCeantanls

INDEPENDESNT AUDITORS’ REPORT

Board of Commissioners
Pongrville Housing Commission
Pouerville, Michigan

We have audited the accompanying basic financinl siaiements of the business-type activities of the
Potlerville Howsing Commissian, component unit of the Villnge of Potierville, Michigan, as of and
for the yeor ended September 30, 2008 as hsted in the Table of Conents. These basie Gnancial
statements arc the responsibility of the Commission’s manogemens. Qur responsibility is to express
an opinion on these basic financizl statements based on cur audii.

We conducted our audit in accordance with the auditing standards generally accepted in the United
Stales of America and the standards applicable o financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to oblain reasonuble assurance abour whether the basic finzngis)
statements are free of material misstatement. An audit includes examining, on o test basis, evidence
supporling the amounts and disclosures in the basic financial statements. An audit atso includes
assessing the accounting principles used and significan cslimates made by management, as well as
evaluating the overall basic {inancial stalements presentation, We believe that our audit provides a
reasonable basis for our opinion.

In our epinian, the basic financial statements referred 16 above present Fairly, in all materal respeets,
the respeciive Arancial positien of the business-lype activities of the Potterville Housing Commission
as of September 30, 2008, and the respective changes in financial position and cash Mows, thereof for
the year then ended in canflermity with accounting prineiples generally accepted in the Uniled States
of America,

In accordance with Govermuneni Auditing Stendards, we have also issued our repon dated Tuly 30,
2009 on our consideration of the Potervilie [Housing Commission's intemat control over Ninancial
reporting and our tests of its caomplience with certain provisions of laws, regulations, contracts and
prant agreements and other malters. The purpose of that repor is 10 describe the scope of our testing
ef inerna! control over financial reporting and comphiance and the results of that testing, and not 1o
provide an opinion on the internal control over financial reporting or on complience, That report is an
integral part of an audit performed in accordance with Governmmeni Auditing Standards and shounld be
considered in assessing the results of our audit,
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The Managemenl's Discussion and Analysis on pages 5 through B is not a required part of the basic
financial statements but is supplementary information required by accounting principles generally
accepted in the United Stales of America. W have applied centain limited procedures, which
consisled principally of inguiries of management regording the methods of measurement and
presentation of the required supplementary information. However, we did noet oudit the informalion
and ¢xpress ne opinion on it.

Qur audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Potterville Howsing Commission’s basic financizl statements.  The
Financial Data Schedule is presented for the purpose of additienal anslysis as required by the U.S.
Department of Housing amd Urban Development and is nol o required part of the basic financial
staternents. The Financial Data Schedule has been subjected to the auditing procedures applied in the
cudit of the basic financial statements and, in aur opinion, il irly stated in all material respeets in
relation 1o the basic Ainancial statements taken as a whole.

Dtvometotmin, B8

ANDERSON, TACKMAN & COMDPANY, I'LC
Cerificd Public Accountlanis
Iron Mountain, Michigan

July 30, 2009



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Qur discussion and analysis of the Potterville Housing Commission's financial performance provides an
overview of the financial activities for the verr etided Seplember 3¢, 2008, Please read it in conjunction
wilh the Commission's [inancizl statements, which begin on page 9.

FINANCIAL HIGHLIGUTS

- Nel assets for the enlire Commission were $443,064 at September 30, 2008 compared to $486,773
al September 30, 2007,

- The Commission’s tolal revenues were $240,753 for Scplember 30, 2008 and $249.848 for
September 30, 2007, while aperating expenses totaled 5284.467 for September 30, 2008 and
5239977 for September 30, 2007.

USING THIS REPORT

This annusl report consists of a series of financial siatements. ‘The Statement of Nel Assets, Sintement of
Aclivilies, Stalement ol Revenues, Expenses and Change in Net Assets, and the Statement of Cash Flows
{on poges 9 to 12} provide informaltion about the activities of the Commission as a whole and preseni a
longer-term view of the Cemmission’s finances.

RETORTING THE COMMISSION AS A WHOLE

Our analysis of the Commission as & whole begins on page 9. One of the mast impanant questions asked
about the Commission’s finances is “Is the Commission, as a whole, better off or worse off s a result of
lhe year's aclivities™ ‘The Swlement of Net Assets, Statement of Activities, and the Statement of
Revenues, Expenses, and Change in Net Assets report information about the Commission as  whole and
about ils activities in a way that helps answer this question. These slatements include aff assels and
liabilities using the acerual basis of accounting, which is similar to the ageounting used by most privale-
sector companics. All of the current year's revenues and expenses are taken into account regardless of
when cash is received or paid. These two stalements report the Commission's ner assets and changes in
them. You can think of the Commission’s net asseis ~ the difference between assels ond lishilities — as
one way to measure the Commission's financial health, or financial position. Over time, icreases or
decreases in the Commission's net assets are one indicator of whether its financiof ficalth is improving or
deterioraling.  You will need 1o consider olher non-fingncial fuclors, however, such as changes in 1he
population of low income and clderly individuals.

In the Statement of Net Asscis, Statement of Activilies, Statement of Revenues, Expenses, and Change in
et Assels, and the Stalement of Cash Flows the Commission's activitics are reported as business-1ype
aclivities;

- DBusiness-lype activities — The Commission charges rent to tenants o help cover all or most of the
costs of services il provides,



REIORTING THE COMMISSION'S MOST SIGNIFICANT FUNDS

Qur analysis of the Commission’s major activities begins on page 9. The financial statemems provide
detailed information on all of the Commission's activities. The Commission uses proprictary funds to

account for its activilies. The method of accounting for proprietary funds is explained below.

- Proprictary fimds — The Commission charges tenants rent for the housing services it provides and
these services arc reported in a proprictary fund. I'roprietary funds are reported in the same way for
its activilies ond are reported in the Stalement of Nel Assets and the Sialement of Revenues,

Expenses, and Change in Net Assets,

THE COMMISSION AS A WHOLE

The Commission’s combined net assets at Sepiember 30, 2008 decreased ${43,714) from September 30,

2007,

Table 1
WET ASSETS

Assels

Current asscls
Capital assets {net)

Tatal assels

Liabilities

Current liabilities

Toual liabilities

Net Asscts

Invested in capital assets,
nel of related debt

Restricted

Unrestricted

Net Assots

Nel assets of the Commission stood al $443,064 at Scplember 30, 2008 compared to $486,778 m
Seplember 30, 2007, Restricled net business assets were $27,836 compared to $0 m Seplember 30, 2007,
Unrestricted nel business assets were $120,070 compared 1o $171,335 at September 30, 2007, In general,
the Commission's unrestricted net assels are used (o fund operations of the Commission. The decrease in
current assels was primarily due 10 2 521,262 increase in cash, a $9,390 decrease in invesiments, and o

512,540 decrease in accounts receivable due from HUD.

6

Scptember 30,

2008 2007
175,549 5 183,163
295,108 315,443
41,657 498.606
27.593 11,828
27,593 11,828
295,108 315443
27,886 -
120,070 171,335
S 443064 5 486,778




Table 2
CHANGE IN NET ASSETS

Year Iinded Seplember 30,

2008 2007
Revenues:
Prograt révenucs:
Charges for services £ 44109 b 51,275
Program granis and subsidies 190,610 192,905
General revenues:
Other revenues 4,362 3,869
Unrestricled investment eamings 1.672 1.899
Totnl revenucs 240,753 249948
I'rogram Expenses:
Operating expenses 184,467 239917
Change in nel assets (43,714) 9,971
Ned asscts - beginning of period 486,778 a476.807
Net asseis - end of period $ 443,064 S 486,778

BUSINESS - TYPE ACTIVITIES

Revenues for the Commission towled $240,753 compared to $249,948 during September 36, 2007. The
Commission’s average unit months leased on a monthly basis had decreased during the coment year. In
addition, HUD operating funds and capital funding grants had decreased during the cument year, The
Commission depends on HUD operating and copital grants 1o assist in covering its operaling cxpenses.
The increase in operaiing expenses was primarily due to a $18,109 increase in administmative salaries and
related benefits, a $9,048 increase in maintenance expenses, and a $17,445 increase in HAP payments.



CAPTIAL ASSETS
Capital Assels
The Commission had $1,211,153] invested in a variety of capital assels including land, equipment and

butldings at September 30, 2008 compared 1o $1,202,806 at September 30, 2007,

Table 3

CAPITAL ASSETS
Business - Type Activity

September 30,
2008 2007

Land $ 26,338 5 206,338
Puilding and improvements 1,133,286 1,132,058
Equipment 51,527 44410

Tolal 1,211,151 1,202,806
Less aceumulated depreciotion {916.043) (87,363}

NET CAPITAL ASSETS S 295108 $ 315443

The Commission invested 38,345 in capital assets during the year ended September 30, 2008.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

The Commission’s nppointed officials considered many factors when setting the budget for the [scal year
200872009, The current availability of low income and clderly lenants has been a major conmtribuling
factor in establishing the budgeied amousus. {n the upcoming year, we do not amicipate any significant
change in the occupancy rate and availobility of new tenants that will provide any subsiantial increase in
revenues. There cantinues to be 2 variely of inlationary cost and expense issucs out of the control of the
Commission. All of these were 1aken into consideration during the 2008/200% budgel process.

CONTACTING THE COMMISSION'S FINANCIAL MANAGEMENT

This linancial report is designed o provide the readers with a general overview of the Commission's
finances and o show the Commission's accounlability for the money it receives. 1f you have questions
aboul this report or need additional financial information, contact the Commission’s management, Bruce
Iohnsien, m 2190 East Main, Polterville, Micligan 48876, or call 5]17-645-7076.
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CURRENT ASSETS:
Cash and eguivalents - unrestricted
Cash and cgquivalents - restricied
Accaounis reeeivable
Investiments
Prepaid cxpenses

TOTAL CURRENT ASSETS

MONCURRENT ASSETS:
Cupital asgels
Less arcumulated depreciation

NET CAPITAL ASSETS

TOTAL ASSETS

CURRENRT LIABILITIES:
Accounts payabls
Accrued liabililies

TOTAL LIABILITIES

NET ASSLTS:

Investment in capiiel assets, net ol relaicd debi
Restricted nct asscis
Unrestricied nel assets

MET AESETS

STATEMENT OF NET ASSETS

Proprielary Fund

September 30, 2008

S115018

The accompanying notes to financial staternents are on integral part of this statement.
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143,904
3,223
27,140
2277

—— TR D T

175,549

—_—
1,211,150
(216,043}

205,108

470,657

15,011

7682

27593

295,108
273286
20,070

5 443,064
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POTTERVILLE HOUSING CONDMISSION
STATEMENT OF REVENUES, EXPENSES, AND CHANGE
N NET ASSETS
Proprietary Fund
For the Year Ended September 30, 2008
OPERATING REVENUES:
Tenant revenuse 5 44,109
Program grants-subsidies 150,61G
Oiher income 4,362
TOTAL OPERATING REVENLUES 23008
OPERATING EXPENSES:
Administrtion 57,711
Tenant services 171
Utiliries 9473
Muaintenance 43,193
General 13,531
Other expenses 8,524
Housing gssistince payments 2179
Dicprecintion 2R.680
TOTAL OPERATING EXPENSES 284467
OPERATING (LOSS) 45,386
NONOPERATING REVENUES AND (EXPEMSLESY:
Inicrest incemc 1,672
b
CHANGE IN WET ASSETS (43.714) I
NET ASSETS, BEGINNING OF YEAR 48677
NET ASSETS, END OF YEAR S 443064

The accompanying notes to Ninancial stalemenis are an iniegral part of this statement.

,1 i




POTTERVILLE ITQOUSING COMMISSION

STATEMENT OF CASH FLOWS
Proprietary Fund

For the Year Endued September 30, 2008
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OPERATING ACTIVITIES:
Cash received from custemers 5 47363
Cash received from grants und subsidies 190,610
Cash payments to suppliers for goods and services {216,324}
Cash paymeats for wages and related benelips {70,592}
Cash payments for payment in leu of toxes (2,432
Onher receipts 7.063
KET CASH PROVIDED FROM OPERATING ACTIVITIES 5,688
CAPMTAL AND RELATED FINAMNCENG ACTIVITIES:
Capital granis 12,540
Acquisilion af capila] assets (8.345)
WET CASIH FROVIDED FROM CAPITAL AND
RELATED FRNANCING ACTIVITIES 4,195
[NYLESTING ACTTVITIES:
Use of investrients 0,390
Investment income 1,989
NET CASH PROVIDED FROM INVESTING ACTIVITIES 11.379
NET INCREASE 1N CASH AND EQUIVALENTS 21,242
CASH AND EQUIVALENTS, BEGINNING OF YLAR 121,642

CASH AND EQUIVALENTS, END» OF YEAR

RECOMCILIATION OF OPERATING TNCOME 10 NET
CASH PROVIDED BY OPERATING ACTTVITIES:

5143904

Cperoling income {loss) §  [45.318)
Adjustments Lo recancile operating income ta et
cash provided by operating activities:
Depreciation 28,550
Changes in assets ond liabilities:
Decrease (Increase) in receivibles 5955
Deerease (Inercase) in prepald expenscs 674
Increase (Decrease} in cccounts payable 15,854
Increase {Decrease) in tocrued liabilities (39}
NET CASH FROVED FROM OPERATING ACTIVITIES 5 5.088

The sccompanying notes 1o financtal statements are an integral part of this statement,

12
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POTTERYILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
Seplember 30, 2008

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING FPOLICIES

THE REPORTING ENTITY

The Paotierville Housing Commission {Commission) was formed by the Ponerville City
Council under Public Act 18 of 1933 of the Sizte of Michigan. The Commission operates
under 2 Board of Commissioners appointed by the Village of Potterville.

The Commission manages 24 unils of low rent public howsing unils and 25 housing choice
vouchers of which, for financial reponting purposcs, inchudes all of the activities relevant 1o its
operations,

Component Linit

In evaluating how Lo define the Commtission for financinl reporting purposes, management has
considered all patential component ugits. The decisien to include a polential component unit
in the reporting entity was made by applying the criteria set forth in GAAP, cumently GASB
Statement £14, The Financial Reporting Entirg.

The criteria established by the Governmenial Accounting Standards Board for determining the
various governmental organizations 1e be inclode in the reporting entity's financial statements
inclede budget adoption, axing authority, funding. appeimment of the respeclive goveming
board, ond scope of public service.

Bascd on the foregoing criteria, il was determined that there are no component units of the
Potterville Hoosing Commission, but the Commission is a component unit of the Village of
Patterville, Michigan.

The accounting policies of the Commission conform to accounting principles genemlly
accepled in the United Siates of America. The following is a summary of such significanl
policies.

BASIS OF PRESENTATION

The Commission presents its [inancial slalements in accordonce with Govermmenial
Accounting Standords Board (GASE) Statemem No. 34,

Government-Wide Financial Statemenis:

The Statement of Net Assets, Stalement of Activities, Stoiement of Revenues, Expenses ond
Change in WNet Assets, and the Statement of Cash Flows display information abeut the
Commission s 2 whole. They include all business-type activities of the Commission.
Business-type activities are finonced in whole or in part by fees charged 1o extemal parties for
goods ar services,

13
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POTTERVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
Seplember 30, 2008
{Conlinucd)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued}

BASIS OF PRESENTATION (Continucd)

Proprietary Fund

Proprictary Funds are used to aecount for operations, (a) which are financed and operated ina
manncr similar to privote business enterprises - where the intent of the governing body is that
the costs (expenses, including deprecistion) of providing goods or services to the genera)
public on a conlinuing basis he financed or recovered primarily through user chorges; or {b)
where the governing body has decided that periodic determination of revenues eamed,
expenses incurmed, andfor net income is approprizie for capital mointenonce, public pelicy,
management contrpl, accountability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to deseribe “which” transactions are recorded within the
various financial statements. Basis of accounting refers to “when" transactions are recorded
regardless of the measurement focus applicd.

Measurement Focus:

CERTFIRD FudLhl ACCOLSTANTS

The povernment-wide Statement of Net Assets, Swalement of Activites, Swatement of
Revenues, Expenses and Change in Net Assets, and the Statement of Cash Flows are presented
using the economic resource measurement focus as defined below.,

o The Commission utilizes an “economic resources” measurement focus,  The
accounting objectives of this measurement focus are the determination of
operating income, changes in net assets, financial position and cash flows. All
assets and liabilities, whether current or noncurrent, associsled with their
aclivilies are reported,

Basis of Accounting:

The Statement of Net Assets, Statement of Aclivilies, and Statement of Revenwes, Expenses
and Change in Nel Asscis are presented using the acerual basis of accounting.  Under the
nccrual bosis of nccounting, revenues are recognized when eamed and expenses are recorded
when the liability is incurred or economic asset uscd. Revenues, expenses, jgains, losses,
assets, and liabililies resuliing from exchange and exchange-like transoctions are recognized
when the exchanpe wkes place.

As allowed by GASB Siatement No. 20, the Commission’s business-type activity follows all

GASE pronouncements and FASB Statements ard Inlerpretations that were issued on or after
Movember 30, 1989, cxcept those that conflict with o GASB pronouncement.

14
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POTTERVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 30, 2008
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continucd}

ASSETS, LIABILITIES AND NET ASSETS

f.

Cash and Equivalents — The Commission's cush and cash equivalents, as reported in the
Swtement of Cash Flows and the Swatesnent of Net Assets, are considered to be cash on
hand, demand depaosits, and shori-lerm invesiments with maturities of three months or
less,

Receivables — All receivables are neporied at their gross value and, where appropriste, are
reduced by the estimated portion that is expeeted to be uncollectible.

Due to and Due From Other Programs — Interprogram receivables and payables arise
frem interprogram transactions and are reeorded hy zll funds affecled in the period in
which transactions are executed.

Capilal Assets — Capital assets purchased or acquired are capitalized at historical eost or
estimated historical cost. Donated capilal assets are valued ot their estimated foir market
value an the date received.

The costs of normal maintenance and repairs that do not pdd to the velue of the assel or
materiolly extend asset lives are not capitalized.  Improvements are capitalized and
deprecizted aver the remaining useful lives of the related capital assets.

Crepreciation on all assets is provided on the siraight-line basis aver the estimated usclu!
lives as follows:

Buildings and improvemenis I0-<10 years
Furniture znd other equipment 5-10 vears

The Commission has adopted a capitalization policy for capitat asseis of $500 per item,

Compenzated Absences - It is the Commission’s policy te permil employees 1o
accumulale a limiled amount of eamed bul unused sick leave and vocarion days, which
will be paid to employees upon separation from the Commission. The cost of vesled sick
leave and vacotion days are recognized as an expense 05 carned by the emplovecs.

Eauity Classificaion

Government-Wide Statements:
Equity is ¢lassified as nei assels and displayed in two components:

L. Invested in capital assets — Consists of capilal asscls, net of aecumulated
depreciation.

15
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POTTERVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 30, 2008
{Conlinucd}

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABILITIES AN} NET ASSETS {Continued)

2. Restricled net asscts — Congists of Housing Assislanee Pavmenis {HAP)
received from HUD in execess of pavments paid Lo Inndlosds. These
excess [unds can oaly be used for future HAP to 1andionds.

3. Linrestricted net assels — All olther ne! assets that do not meel the
delinition of “restricled” or “invesled in capital assets, net of reloed
debl.”

REVENUES AND EXPENSES

Operating revenues and expenses are those that resull from providing services and producing
and delivening goods andfor services. U also inclodes all revenue and expenscs not related to
capital and related Onancing., noneapital fingncing, or investing aciivities.  Expenses are
clossified by operating and nonoperating and are subelassified by funclion, such as salaries,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interproemm Activily:

As a general rule, the effect of activity between progrums has been eliminated [from ihe
government-wide stalcments.

The transfers of cash between the vanious Authonity programs are reporied sepanuely Gom
revenucs and expenses 45 operaling transfers in oor (oul), unless they represenl lemporany
advances that are to be repaid, in which case, they are carried as assels and labililies of the
advancing or bormmowing program.

Interprogram receivables and payables are eliminated from the Staternent of Met Asscls.

Budgets and Budgetary Accounting:

Budgets are adopled on a basis presenibed or penmnitied by the Department of Housing and
Urban Development.  All annual appropriations lopse ot fiscal yeor end. The Commission
follows these procedures in establishing the budpelary date reflected in the financial
slalemenls:

I. The Director submits 10 the Board a proposcd operating budgel lor the fiseal
year commencing on October 1*. The eperating budget includes proposed
expenses and the means of financing them. Prior to Sepiember 30%, the budget
is legally adopted by Board resolution,

2. Formal budgeiary integration is employed as o management contro! device
during the year.

16




STLEN
F -\
F..m -\

ANDERSON, TACKMAN

& COMPANY, P.L.C.

TEFTIHESG PULD ACLSLNTEN TS

POTTERYILLE HOLISING COMMISSTON

NOTES TO FINANCIAL STATEMENTS
Scptember 30, 2008
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING FOLICIES (Continucd}

OTHER SIGNTFICANT ACCOUNTING POLICIES (Continued)

. The budget has been amended, Supplemental nppruprmtmm were made during
the year wilh 1he tast one approved prior to September 30%,

NOTE B - CASH AND INVESTMENTS

ash ond Equivalenis

The Commission’s cash and equivalenis, as reparted in the Statement of Net Assets, consisted
of the following:

Pelty cash 5 100
Checking accounts 133,268
Cash end equivalents 0.536

TOTAL S 142.004

Custadial Credir Bisk. Custodial oredit risk is te risk that in the event of 2 bank failure, the
Commission’s deposits may nol be rerurned.  Stale law does not require, and the Commission
docs not have a policy for, deposit custodial credit risk.  As of September 30, 2008, the
Commission held cash in excess of FDIC insurance limits in the smount of 314,644,

The Commission's investments, as reperied in the Stalement of Net Assets, consisied of the
following:

{Investment Maturities in Years)

Fair Less Than
Investmenmt Type Value 1 Year
Certificates of Deposit 27,140 527,140

Investments are recorded at fair market vaiue, which is based en quoted market prices.

Michigan stalules authorize the Commission lo invest in bonds, other direct obligations and
repurchasc agreements of the Uniled States, cenificates of deposit, savings accounts, deposit
accounts or receipts of a bank which is a member of the FDIC, commercial paper rated at the
time of purchase within the two highest classifications established by not less than two
standard raling services and matures within 270 days of dote of purchase, bankers’ acceptances
of Uniled States banks, obligations of the Swate of Michigan and ils political subdivisions,
external investment pools, and certain mutual funds.

17
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NOTES TO FINANCIAL STATEMENTS
Scptember 30, 2004
{Continued)

NOTE B - CASH AND INVESTMENTS (Continued)

Interest Rate Risk, Intercst rate risk is the risk that changes in interest rates will adversely
aflect the fair value of the Commission’s investments.  Sitate law limils the allowable
investments os described nbove. The Commission does not have & formal invesiment policy
thal limils Investment maluritics a5 o means of managing ils exposure 10 fair value losses
rising from increasing interest rales.

Crstodial Credir Risk. Custodial credit risk is the risk thar in the event of 2 bank failure, the
Commission's investmenis may nol be retumned.  Stawe law does not require, and the
Commission docs not have a policy for, invesiment custedinl credit risk. As of September
30, 2008, the Commission's itvesimenls were not exposed (1o credil risk, due 1o them being
fully misured.

Credit Risk. Credit risk is the risk that an issuer or other party to an investment witl not
fulfill its obligations. The Commission has no investment policy limiting its investments in
excess of state law on investment credit.  Ratings are not required for the Commission's
investments outlined above. The Commission’s investments are in accordonee with stattory
authority.

Concontration of Credit Risk. The Commission places no limil on the amount the
Commission may invesl in one issuer. However, the Commission is required to have all
funds in excess ol insvred amounis 10 be collateradized. All of the Commission’s investments
ore with the Independent Bank South of Ponerviile, Michigan.

NOTE C - CAPITAL ASSETS

A summery of capital assets as of September 30, 2008 is as follows: "

Balance Balanee
10-1-07 Addittons  Deletions 9-30-08

Assets not subject to depreciation:

Land 5 26338 S - 5 - 5 206,338
Assers subject to deprociation:
Building ond improvements 1,132,058 1,228 - 1,133,286
Equipment 44410 1117 - 51,527
1,202,806 5 8345 0% - 1,211,151 "
Accumuloeted depreciation (887.363) § (2L6B0Y 5 - (216.043)
Net capital assets § 315443 $ 295,108

Deprecintion expense for the year was 528,630,
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NOTES TO FINANCIAL STATEMENTS
September 30, 2003
{Continued)

NOTE D - RISK MANAGEMENT

The Comnuission is exposed to various risks of 10ss related 1o tors; theft of, damage to, and "
destruction of assels; errors and omissions; Injurics 1o cmployees, and nnfural disasters, The
Commission maintoins commercial insarance covering each of those risks of loss.
Management believes such coverage is sufficicnl to preelude any significant uninsured losses
to the Commission, Settled claims have not excecded this commereial coverage in any of The
past three fiscal years.

NOTE E - USE OF ESTIMATES

The preparation of finoncial statements, in conlormily with accounting principles generally
secepted in the United Stotes of America, requires manngement {o make cstimales and
assumplions that affect the reported amounis of assels and liabilities and diselosure of
contingent assets ond linbilities at the date of the [insncisl simements, and the reporied
amounts of revenues and expenses during the reporting period.  Acteal results could difjer
from those estimates,

NOTE F - VULNERARILITY DUE TO CERTAIN CONCENTRATIONS |I

The Commission is dependent upon the Depariment of Housing and Urban Development
{(HUD) to fund ils operations through operating subsidies and capilal funding grants. Total
revenues [or the year ended September 30, 2008 1otaled 3240,753 of which 5190610 or
79.2% were from HUD subsidies and grants.

The opermtions of the project nre subject to rules and repulions of HULL  These rules and
regulations are subject to change. Such changes may oceur wilh short noties and could create
u lack of funding 1o pay for operationol related costs, including the additional administrative
burden Lo comply with the changes.
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- Cyan - Colored Cells are Self - Populating

Yellow - Colored Cells are Detail Links

Gray - Colored Cells are Disallowed Entry

Cash-unrestricted

Cash-restricted-modernization and development

113 Cash-other restricted

114 Cash-tenant security deposits

115 Cash - Restricted for payment of current liability
100 Total Cash

Accounts receivable - PHA projects

Accounts receivable - HUD other projects - Operating Subsid;

Accounts receivable - HUD other projects - Capital fund

Accounts receivable - HUD other projects - Other
Accounts receivable - HUD other projects

Account receivable - other government

168

160

125-010 | Account receivable - miscellaneous - Not For Profit
125-020 | Account receivable - miscellaneous - Partnership
125-030 | Account receivable - miscellaneous - Joint Venture
125-040 | Account receivable - miscellaneous - Tax Credit
125-050 | Account receivable - miscellaneous - Other
125-060 | Other - Comment
125 Account receivable - miscellaneous
126 Accounts receivable - tenants
126.1 | Allowance for doubtful accounts - tenants
126.2 | Allowance for doubtful accounts - other
127 Notes, Loans, & Mortgages Receivable - Current
128 Fraud recovery
128.1 | Allowance for doubtful accounts - fraud
129 Accrued interest receivable
120 Total receivables, net of allowance for doubtful accounts
131 Investments - unrestricted
132 Investments - restricted
135 Investments - Restricted for payment of current liability
142 Prepaid expenses and other assets
143 Inventories
143.1 | Allowance for obsolete inventories
144 Inter program - due from
145 Assets held for sale
150 Total Current Assets
161 [Land [ ]
162 |Buildings ]
163 Furniture, equipment and machinery - dwellings _
164 Furniture, equipment and machinery - administration 1
165 Leaschold improvements _
166 Accumulated depreciation _
167 Construction in progress _
[ ]

Infrastructure
Total capital assets, net of accumulated depreciation

171-010

Notes, Loans, & mort; - Non-current - Not For Profit

171-020

Notes, Loans, & mo es receivable - Non-current - Partnership

171-030

Notes, Loans, & mo es receivable - Non-current - Joint Venture

171-040

Notes, Loans, & mo es receivable - Non-current - Tax Credit

171-050

Notes, Loans, & mo es receivable - Non-current - Other

171-060

Other - Comment

171

Notes, Loans, & mortgages receivable — Non-current

172-010

Notes, Loans, & mortgages receivable - Non-current - past due - Not For Profit

172-020

Notes, Loans, & mortgages receivable - Non-current - Partnership

172-040

172-030

Notes, Loans, & mortgages receivable - Non-current - Joint Venture
Notes, Loans, & mo es receivable - Non-current - Tax Credit

172-050

Notes, Loans, & mortgages receivable - Non-current - Other

172-060 | Other - Comment
172 Notes, Loans, & mortgages receivable — Non-current - past due
173 Grants receivable — Non-current

174-010 | Other assets - Not For Profit

174-020 | Other assets - Partnership

174-030 | Other assets - Joint Venture

174-040 | Other assets - Tax Credit

174-050 | Other assets - Other

174-060 _[Other - Comment
174 Other assets

176-010 | Investment in Joint venture - Not For Profit

See ying notes to fi



- Cyan - Colored Cells are Self - Populating

Yellow - Colored Cells are Detail Links

Gray - Colored Cells are Disallowed Entry

176-020 |Investment in Joint venture - Partnership
176-030 | Investment in Joint venture - Joint Venture
176-040 | Investment in Joint venture - Tax Credit
176-050 | Investment in Joint venture - Other
176-060 | Other - Comment
176 Investment in joint venture
180 Total Non-current Assets
190 Total Assets [s wrwsls  aeswls —  -Ts  amswls — -[s  ansms]
311 Bank overdraft
312 Accounts payable <= 90 days
313 Accounts payable > 90 days past due
321 Accrued wage/payroll taxes payable
322 Accrued compensated absences - current portion
324 Accrued contingency liability
325 Accrued interest payable
331-010 | Accounts payable - HUD PHA Programs - Operating Subsid:
331-020 | Accounts payable - HUD PHA Programs - Capital fund
331-030 | Accounts payable - HUD PHA Programs - Other
331 Accounts payable - HUD PHA Programs
332 Accounts payable - PHA Projects
333 Accounts payable - other government
341 Tenant security deposits
342-010 | Deferred revenue - Operating Subsidy
342-020 | Deferred revenue - Capital fund
342-030 _|Deferred revenue - Other
342 Deferred revenue
343-010 |CFFP
343-020 | Capital Projects/ Mortgage Revenue
343 i
344
345 Other current liabilities
346 Accrued liabilities - other
347 Inter program - due to
348-010 | Loan liability - current - Not For Profit
348-020 |Loan liability - current - Partnership
348-030 | Loan liability - current - Joint Venture
348-040 [Loan liability - current - Tax Credit
348-050 |Loan liability - current - Other
348-060 | Other - Comment
348 Loan liability - current
310 Total Current Liabilities
351-010 |Long-term debt - CFFP
351-020 | Long-term - Capital Projects/ Mortgage Revenue
351 Capital Projects/ Mortgage Revenue Bonds
352 Long-term debt, net of current - operating borrowings
353 Non-current liabilities - other
354 Accrued compensated absences- Non-current
355-010 [Loan liability - Non-current - Not For Profit
355-020 [Loan liability - Non-current - Partnership
355-030 _[Loan liability - Non-current - Joint Venture
355-040 | Loan liability - Non-current - Tax Credit
355-050 | Loan liability - Non-current - Other
355-060 | Other - Comment
355 Loan liability — Non-current
356 FASB 5 Liabilities
357 Accrued Pension and OPEB Liability
350 Total Non-current liabilities
[300  [Total Liabilities
508.1 _[Invested in capital assets, net of related debt
511.1 _ [Restricted Net Assets
512.1 _[Unrestricted Net Assets
513 Total Equity/Net Assets

(600 Total Liabilities and Equity/Net assets [s wrwsls — aeswls —  -Ts  amswls — -[s  ansms]

70300 [Net tenant rental revenue

See ying notes to fi al




- Cyan - Colored Cells are Self - Populating
Yellow - Colored Cells are Detail Links

Gray - Colored Cells are Disallowed Entry

70400 | Tenant revenue - other
I 70500 | Total Tenant Revenue

70600-010 [Housing assistance payments

70600-020 |Ongoing administrative fees earned
70600-030 | Hard to house fee revenue

70600-031 |FSS Coordinator

70600-040 | Actual independent public accountant audit costs
70600-050 | Total preliminary fees earned
70600-060 | All other fees

70600-070 | Admin fee calculation description
70600 [HUD PHA operating grants

[70610 Tcapital grants

70710 _[Management Fee
70720 | Asset Management Fee

70730 _|Book-Keeping Fee
70740 _|Front Line Service Fee

70750 [Other Fees
70700 [Total Fee Revenue

70800 _[Other government grants

71100-010 |Housing Assistance Payment
71100-020 | Administrative Fee

71100 |Investment income - unrestricted

71200 | Mortgage interest income

71300 | Proceeds from disposition of assets held for sale

71310 | Cost of sale of assets
71400-010 |Housing Assistance Payment
71400-020 | Administrative Fee

71400 _|Fraud recovery

71500 [Other revenue

71600 |Gain or loss on sale of capital assets

72000-010 |Housing Assistance Payment
72000-020 | Administrative Fee

72000 _[Investment income - restricted
70000 _[Total Revenue

91100 _[Administrative salaries
91200 | Auditing fees
91300 _|Management Fee
91310 | Book-Keeping Fee
91400 | Advertising and Marketing
91500 _|Employee benefit contributions - administrative
91600 | Office Expenses
91700 | Legal Expense
91800 | Travel

91810 | Allocated Overhead
91900 |Other

91000 | Total Operating-Administrative

92000 | Asset Management Fee

92100 | Tenant services - salaries

92200 _|Relocation Costs

92300 _|Employee benefit contributions - tenant services
92400 _ | Tenant services - other

92500 | Total Tenant Services

93100 [Water
93200 _|Electricity
93300 _[Gas
93400 _ [Fuel

93500 _|Labor
93600 _|Sewer
93700 _|Employee benefit contributions - utilities

93800 | Other utilities expense
93000 | Total Utilities

94100 _|Ordinary maintenance and operations - labor
94200 |Ordi maintenance and operations - materials and other

94300-010 |Ordinary Maintenance and Operations Contracts - Garbage and Trash Removal Contracts

See ying notes to fi




- Cyan - Colored Cells are Self - Populating

Yellow - Colored Cells are Detail Links
Gray - Colored Cells are Disallowed Entry

94300-020 | Ordinary Maintenance and Operations Contracts - Heating & Cooling Contracts
94300-030 | Ordinary Maintenance and Operations Contracts - Snow Removal Contracts
94300-040 |Ordinary Maintenance and Operations Contracts - Elevator Maintenance Contracts
94300-050 |Ordinary Mais and Operations Contracts - Land: & Grounds Contracts
94300-060 | Ordinary Maintenance and Operations Contracts - Unit Turnaround Contracts
94300-070 |Ordinary Maintenance and Operations Contracts - Electrical Contracts
94300-080 |Ordinary Maintenance and Operations Contracts - Plumbing Contracts
94300-090 | Ordinary Maintenance and Operations Contracts - Extermination Contracts
94300-100 |Ordinary Maintenance and Operations Contracts - Janitorial Contracts
94300-110 | Ordinary Maintenance and Operations Contracts - Routine Maintenance Contracts
94300-120 |Ordinary Maintenance and Operations Contracts - Misc Contracts

94300 _|Ordinary Maintenance and Operations Contracts

94500 _[Employee benefit contribution - ordinary maintenance

94000 | Total Maintenance

95100 _ | Protective services - labor

95200 _ | Protective services - other contract costs

95300 _ | Protective services - other

95500 | Employee benefit contributions - protective services

95000 | Total Protective Services

96110 | Property Insurance

96120 _|Liability Insurance

96130 [ Workmen's Compensation

96140 | All other Insurance

96100 | Total Insurance Premiums

96200 | Other general expenses

96210 | Compensated absences

96300 | Payments in lieu of taxes

96400 | Bad debt - tenant rents

96500 | Bad debt - mortgages

96600 | Bad debt - other

96800 | Severance expense

96000 _|Total Other General Expenses

96710 _|Interest of Mortgage (or Bonds) Payable

96720 _|Interest on Notes Payable (Short and Long Term)

96730 | Amortization of Bond Issue Costs

96700 | Total Interest Expense and Amortization Cost

96900 | Total Operating Expenses

97000 _|Excess Revenue Over Operating Expenses

97100 | Extraordinary maintenance
97200 _[Casualty losses- Non-capitalized
97300-010 [Mainstream 1 & 5 year
97300-020 [Home-Ownership
97300-025 |Litigation
97300-030 [Hope IV.
97300-035 | Moving to Work
97300-040 | Tenant Protection
97300-050 | All Other
97300 _|Housing assistance payments
97350 | HAP Portability-in
97400 | Depreciation expense
97500 | Fraud losses
97800 _[Dwelling units rent expense
90000 _|Total Expenses
10010 _|Operating transfer in
10020 _[Operating transfer out
10030-010 |Not For Profit
10030-020 | Partnership
10030-030 |Joint Venture
10030-040 | Tax Credit
10030-050 | Other
10030-060 |Other - Comment
10030 | Operating transfers from / to primary government

ying notes to fi
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Yellow - Colored Cells are Detail Links

Gray - Colored Cells are Disallowed Entry

10040 _|Operating transfers from / to component unit
10070 | Extraordinary items, net gain/loss
10080 | Special items, net gain/loss
10091 _|Inter Project Excess Cash Transfer In

10092 _|Inter Project Excess Cash Transfer Out

10093 | Transfers between Programs and Projects - in
10094 [ Transfers between Programs and Projects - out
10100 _[Total other financing sources (uses)

10000 _[Excess (Deficiency) of Revenue Over (Under) Expenses
11020 | Required Annual Debt Principal Payments
11030 | Beginning equity

11040-010 | Prior period adjustments and correction of errors - Editable
11040-020 | Prior period adjustments and correction of errors - Editable
11040-030 | Prior period adjustments and correction of errors - Editable
11040-040 eriod adjustments and correction of errors - Editable
11040-050 eriod adjustments and correction of errors - Editable
11040-060 eriod adjustments and correction of errors - Editable
11040-070 |Equity Transfers

11040-080 | Equity Transfers
11040-090 |Equity Transfers
11040-100 |Equity Transfers
11040-110 |Equity Transfers

11040 | Prior period adjustments, equity transfers, and correction of errors

11170-001 | Administrative Fee Equity- Beginning Balance

11170-010 | Administrative Fee Revenue

11170-020 |Hard to House Fee Revenue

11170-021 | FSS Coordinator Grant

11170-030 | Audit Costs

11170-040 | Investment Income

11170-045 |Fraud Recovery Revenue

11170-050 |Other Revenue

11170-051 [Comment for Other Revenue

11170-060 | Total Admin Fee Revenues

11170-080 | Total Operating Expenses

11170-090 | Depreciation

11170-095 |Housing Assistance Portability In

11170-100 | Other Expenses

11170-101 |Comment for Other Expense

11170-110 | Total Expenses

11170-002 | Net Administrative Fee

11170-003 | Administrative Fee Equity- Ending Balance
11170 | Administrative Fee Equity

11180-001 [Housing Assistance Payments Equity - Begining Balance
11180-010 [Housing Assistance Payment Revenues

11180-015 |Fraud Recovery Revenue
11180-020 | Other Revenue

11180-021 | Comment for Other Revenue
11180-025 | Investment Income
11180-030 |Total HAP Revenues
11180-080 |Housing Assistance Payments
11180-090 | Other Expenses
11180-091 |Comments for Other Expenses
11180-100 | Total Housing Assistance Payments Expenses
11180-002 | Net Housing Assistance Payments
11180-003 | Housing Assistance Payments Equity-Ending Balance

11180 |Housing Assistance Payments Equity

11190-210 | Total ACC HCV Units

11190-220 [Unfunded Units

11190-230 | Other Adjustments
11190 _[Unit Months Available
11210 _[Unit Months Leased

| 11270 |ExcessCash

11610 |Land Purchases

11620 | Building Purchases
11630 |Furniture & Equipment-Dwelling Purchases

See ying notes to fi
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Furniture & Equipment-Administrative Purchases

11650

Leaschold Improvements Purchases

11660

Infrastructure Purchases

13510

CFFP Debt Service Payments

13901

Replacement Housing Factor Funds

ying notes to fi
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUINTING STANDARDS

Boaord of Commissioners
Potterville Hoasing Commission
Potterville, Michigan

We have audiled the financizl statements of Potterville Housing Commission as of and for the year ended
September 30, 2008, and have issucd our report (hercon dated July 30, 2009, We conducied our gudil in
aecordance wilh auditing stondords gencrally accepted in the United Staies of America and the standards
applicable 1o finoncial audits contained in Govermment Auditing Standurds, issued by the Complroller
Gencral of the United Stares,

Intermal Contral Gver Financial Reponing
In planning and performing our audit, we considered Pouterville Housing Commission's intemal control

over financial reporting ns a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial sintements, bul not for the purpose of expressing an opinion on the effecliveness
ol Potiervitle Flousing Commission's intemnal control over financial reporting. Accordingly, we do not
express an opinion on the effecliveness of Potterville Housing Commission’s intemsl control over
financial reparting.

A control defictency cxists when the design or operation of a contro! does not allow management or
employees, in the normal course of performing their assigned functions, 1o prevent or detect
misstatemenis on a limely basis. A significant deficiency s a control deficiency, or combination of
control deficiencies, that adversely affects the entity's ability to initizte, authorize, record, process, or
report financial data relinbly in accordance with generally eccepied accounting principles such that there
is more than a remote likelihood thal a misstatement of the entity's financial statements that is more than
inconsequentizl will not be prevented or detected by the emtiny’s inlermal control. We consider the
deficiencies desenbed in 1the accompanying Schedule of Findings and Responses as ilems 2008-1, 2008-2
and 2008-3 10 be signilicant deficiencies In internal control over financial reporting,

A marerial weakness is # signiltcant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material missiaiement of the fnanciol simements will not be
prevented or detected by the entity's internal controf,

Qur consideration of internal control over financial reponting was for the Limited purpose deseribed in the
first poragraph of this section and would net necessarily idemtify alt deficiencies in internal control that
might be significant deficiencies or material weakness, We did not identify any deficiencies in internal
control aver financial reporting that we consider to be a material weakness, as defined above.

Compliance and Ciher Maoiters

As part ol obtaining reasonnble assurance abeul whether the Potterville Housing Commission's financizl
statements are [ree of material misstatement, we perfermed tests ol ils compliance wilh certain provisions
ef laws, regulations, contracts and grants, nencomplignce with which could hove a direcl and material
cffect on the determination of financinl statement amounts.  However, providing an opinien on
compliance with those provisions was nol an objective of our audit and, accordingly, we do not express
such an opinion.
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REFORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITil
GOVERNMENT AUDITING STANDARDS

The results of our tests disclosed instances of noncompliance or other matiers that are required 10 be
reporied under Govermnment Auditing Siandards and which are described in the accompanying Schedule
of Findings and Responsces as item 20054, We noted certain immalerial instances of noncomplianee that

we have reporied to management &f the Pottervilie Heusing Commission in a separale leter dated July
3D, 2009.

This repor is intended solely for the informatian of the Board of Commissieners, management and the
Department of Housing and Urban Development and is not intended to be and should net be used by
anyone cther than those specilicd parics.

Loy beimenn 0. 08

ANDERSON, TACKMAN & COMPANY, P1.C
Cerified Public Accountanis
Tron WMouniain, Michigan

July 30, 2009
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CLRTITED PR AUCDUNTANTS

POTTERVILLE HOUSING COMMISSION

SCHEDULE OF FINDINGS AND RESPFONSES
For the ¥Year Ended September 30, 2008

FINDINGS — FINANCTAL STATEMENT ATIINT

SIGNIFICAKT DEFICIENCIES

Finding 2008-]

Reporiable Condition:
During ke audil it was noted thal the Commission does not have documented internal
control policies and procedures.

Criteria;
24 CFR 8520 requires the Commission to have clfeclive inlermal controls and
accountability sust be maintained for oll funds. The Commission must adequitely
saleguard all assets and most assure that it is used solely for authorized purposes.

Condition:
The Commission did not hove adequate documentation of internal control policics and
procedures.

{uextioned Coxix:
Nonc

E ﬂucr:

Assets may not be adequately safeguarded and not used solely for authorized purposes.

Canse:
Lack of documentation of intemal conirol policies and procedures.

Recommendatian:
The Commission should adopt documented internal controf poticics and procedures.

Management’s Eesponse:
Management agrees and will implement decumentation of its internal control policics and

procedures.

|
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POTTERVILLE HOUSING COMMISSION

SCHEDULE OF FINDINGS AND RESPONSES
For the Year Ended September 30, 2003
{Conlinucd)

FINDINGS — FINANCTAL STATEMENT AUDIT (Cantinocd)

SIGHIFICANT DEFICIENCIES

Finding 2008-2

Ronoriable Condition:

Daring the audit it was noted thal the Commission did not hnve a review process as part of
its internal contrals aver anpual certifications and inmerim re-examinations.

Criferia:
24 CFR 8520 requires the Commission to hove cffective inemel controls and
accountability must be maintained for all funds.

Condition;
The Commission did not have adequate policies and procedures in place for accountabilin
of ils tenant files.

Checstioned Cosis:
None

Effece:

Tenanm annual ceilications and interim re-exominations may be calculated incormrectly.

Couse:
Lack of pelicies and procedures over the certification of tenant files.

K

Recommendarion: h

The Commission should adopl policies and procedures that would require a second person
to be involved in the certificntion process 1o ensure accountability of tenant fifes.

Muanavement s Response:
Managemen agrees with the recommendalion above and will implement pelicies and
procedures that would require o review process for fenant cedifications.  Although
management feets thot this would be an appropriate procedure to have, it feels that its
current process has not resulted in any crrors or findings in the current or past audits
relative 10 1enant files. Management feels that its tenant files are well organized and tenam
certilications are properly calculated and are in compliance with the HUD requirements.

ig
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POTTERYILLE HOUSING COMMISSION

SCHEDULE OF FINDINGS AND RESPFONSES
For the Ycar Ended September 30, 2008
{Continued}

FINDINGS - FINANCIAL STATEMENT AUDIT {Continued)

SIGNTFICANT DEFICIENCIES

Finding 2008-3

Reporiable Conditian:
During the audit of capital assets it was noted that the Cornmission did nol have internal
contrel policies or procedures in place related to safeguording its capital assets. There were
no procedures in place 10 take physical inventory of capital assels during the year.

Criteria;
24 CFR 8520 requires the Commission to have effective internal controls and
accountability must be maimained for oll funds, real and personal propery, and other
assels. The Commission must adequalely saleguard all such property and must assure that it
is used solely for authonzed purposes.

Canditian:
The Commission does net have adequate internal control policies and procedures in place
relative 1o fixed nssets.

Cuesiioned Coxis:
MNone

Effect:
Assels may not be adequaiely sale yuarded and not used selely for authorized purposes.

Certege:
Lack ol adequate internal control palicies and procedures in place relative to fixed assets.

Recommendation:
The Commission should implement intemal control pelicies and precedures relative to
fixed assels.

Management's Rexponse:
Management sgrees and will implement intemal contrel policies and procedures relabive 1o

fixed ncsets,
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SCHEDULE QOF FINIMNGS AND RESPONSES
TFar the Year Ended Seplember 306, 2008
{Conlinued)

FINDINGS — FINANCIAL STATEMENT AUDTT (Coniinucd)

COMPLIANCE WITH LAWS ANT REGULATIONS

Finding 20084

Repartabie Conditicnn:

During the audit it was noted that the Commission had depositery agreements signed with
financial inslitations but the funds in excess of 314,648 were not fully collateraliced.

Criteria:
The ACC cantract with HUD states that the Commission is required @ have depositery
agrecments signed by all finencial instingions it does business with. ‘The depesilory
aprecment slaigs that the financial institulion will insure any of the Commission’s fonds
that exceed 5100000,

Candition:
Although the Commission had depository agreements signed with its financial institutions,
it did not follow-up with them to verify that they had those funds in excess of $100,000
fullv insured. The Commission also did not have policies and procedures in place to
monitor cash and investments continuously 1o verify thet the collateral proved by the
financial instilulions wes adequate throughout 1he year.

Chriestioned Cosis;
Wone

E.f[!_'rc-‘:

The Commission is not in complinnce with the ACC contract.

Caiise:
Lack of policies and procedures over depository  agreements with  reperds to
¢ojlateralizotion of underinsured aecounts.

Recommondation:
The Commission should require its financial instilulions to provided documentation of
cellateral at a minimum on a quanesly hasis. The Commission should also adopt policies
and procedures to manitor its cash and investments continuously o verify that the callzteral
provided by the financial institutions is adequale threughout the year.

Munagentent's Responsc:
Monagement agrees and wilt implement policies and procedures Lo monitor cash and
investment balances on a continuous basis and 1o require all of its financiol institutions with
whom funds are over $100,000 10 provide adequate collateral.
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July 30, 2004

To the Board of Commissioners
Patterville Housing Commission

We have audited the financial statemenis of the business-1ype activities ot the Potterviile Housing Cottunissinn
for the year ended Septemher 30, 2008, and bave issued our repon thereon dided July 30, 2009, Professional
slandards require that we provide you with the fellowing information related o our audit,

Our Besponsibilities nnder H.8. Generally Accepted Auditing Standards and Eoverament
Arditiong Stinifards

As siated in our enparemient letter doted blay 11, 2009, our responsibility, as described by professional
standards. t5 o express opinions about whether the Boapcial statements prepared by management wilh your
oversipht are fairly presented, in all material respects, in conformity with U.S. genemlly accepled accounting
principles. Qur audil of the financial satements does nat relicve you or matagement of your responsibilitics.

As pan ol our audit, we considered the iermal control of the PMotterville ousing Commission, Sech
considerations weoe solely for the purpose of determininge our sudit procedures und oot to provide any assumance
concemning such intermal control.

As parl of obtaininye reasenable assumoce about whether the financial statements are free of material
misstatement, we performed test of the Potterville Housing Comumission’s compliangs with certain provisions of
liws, regulalions, contruets, wnd granls. However, the objective of our lesks wos not to provide an opinion on
compliance with such provisinns.

Tanned Scope_and Timing of the Aundit

We porformed the audit sccording wo the plianned scope and tining previously communicated 10 you.

Sirpificont Audit Findings

Qualitative Aspocts of decateting Practicey

Manapement is responsible for the selection and use of appropriale accounting policies.  The significam
accountiog pelicies used by Pollenville Housing Comumisston arc described in Nole A to the financial statements.
No new accounting palicies were adopted and the application of existing policies was not changed during Oseal
year 2008, We noted no tmnsactions eatered into by the povernmental unit during the year for which there is a
Inck of authositative guidanee o eonsensus, There are no signifieant tansaetions tal have been recogmized in
the Ninancial stawsaents in a different period than when the ansaclion occurred.

Avcounling estimates are an intepral part of the AGnaocial staienents prepared by managemient and are hased on
management’s knowledpe and experietee about past and earent evenls aned assumplions about future events.
Cedain accounting estimates are particularly sensitive because of their significance to the financial sialcments
umd Beciuse of the possibilily that future events alfeetine them may differ signilicantly from those expecied.
There were no major sensilive aecounting estimafes,

Difficrdties Fneawntered in Pocforning the Auidis

We encountered no significant diflicolties in dealing with management in perfomming and campleting our audit.
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Currected end Uncarrecred Misstoronneas

Prolessional standards require us 1o accumulale all known and likely wisstatements identified during the awdit,
other than those that are trivial, and communicate them to the appropriate level of management. There were no
misslaternents noted durings the audit.

Frigaprecments with Maagentisnd

For pumoses of this letter, protessional stzndards define a disogreement with monagement as a tinancial
aceounting, ceporting, or auditing matter, whether or oot resolved o our sulisfuction, ol could be sigmilicant Lo
the financial statements or the audiler’s report. We are pleased 1o repon that no such disagreements arose during
the course of vur aodit.

Mumeoment Repriesentafinns

We have requested corlain representations  frome management that are included in the management
representation letier dated July 30, 2009,

Meanapeernenr Comsnlicrions with (e bedenenefemt devenntoanis

In some cases, maagement may degide o consult with atlier accountants about auditing and accounting matlers,
similar (o oblaining a “sceond opinion”™ on cedain sitealions. 1F o consoltation invelves application ol an

accounting pringiple 1o the husiness-type unil’s financial staterents or a determination of the type of auditor’s

upinivn that may be expressed on those statements, our professional stundurls noguire the consulling accountanl

to check with us to determine that the consultant has atl the relevant facis. To oor knowledge, there were no

such consultations with other accoumunts.

Chrer Avelit Fieedinges ar fssnes

We gencrally discuss a variety of mauers, including the application of accounting principles and audiling
starmdards, with management cach yvear poor to relention as the govermmental anit™s aodiloes, However, thess
discussions occurred in the normal course of our professional refationship and our responses were not a
cundilion e cur retention.

This information is intended solely for the use of Board of Commissinners and management of the Potterville
Housing Commission and is not intended to be and should not be used by anyone other than these specificd
[rariies,

Very truly yours,

Smc M. Elblison,
Principal
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