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INDEPENDENT AUDITORS®’ REPORT

Board of Commissicners
Iron Mountain Housing Commission
Iron Mountain, Michigan

We have audited the accompanying basic financial statements of the business-type activitics of the Iron
Mountain Housing Commission as of and for the year ended December 31, 2007 as listed in the Table of
Contents. These basic financial statements are the responsibility of the Commission’s management. Qur
responsibility is to express an opinion on these basic financial statcments based on our audit.

We conducted our audit in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Goverrment Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audit 10 obtain reasonable assurance about wheiher the basic financial statements are free of material
misstatements.  An audit includes examining, on a test basis, evidence supperting the amounts and
disclosures in the basic financial statements. An audit also includes asscssing the accounting principles
used and significant estimates made by management, as well as evaluating the overall basic financial
statements presentation. We believe that our audit provides a reasonable basis for cur opinion.

In our epinion, the basic financial statements referred to above present fairly, in all material respects, the
respective financial position of the business-type activities of the Iron Mountain Housing Commission as
of December 31, 2007, and the respective changes in financial position and cash flows, thereof for the
year then ended in conformity with accounting primciples generally accepted in the United States of
America.

In accordance with Govermment Auditing Stendards, we have also issued our report dated August 28,
2008 on our consideration of the Iron Mountain Housing Commission’s internal control over financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and erant
agreements and other matters. The purpose of that report is to describe the scope of our 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 pat
of an audrt performed in accordance with Government Auditing Standards and should be considerced in
assessing the results of our audit.

201 E. HUGHITT, P.O. BOX 828 IRON MOUNTAIN, MICHIGAN 48801  (906) 774-4300  FAX (806) 774-GD26



The Management’s Discussion and Analysis on pages 5 through 8 is not a required part of the financial
statements but is supplementary information required by accounting principles generally accepted in the
United States of America. We 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, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming am opinion on the financial statements that
collectively comprise the Tron Mountain Housing Commission’s basic financial statements. The
Financial Data Schedule is presented for the purpose of additional analysis as required by the U.5.
Department of Urban Tousing and Development and is not a required part of the basic financial
statements. The Financial Data Schedule has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in our opinion, is fairly stated in all material respects in
relation to the basic financial statements taken as a whole.

M»&gﬁﬁmg go %

ANDERSON, TACKMAN & COMPANY, PL.C
Certified Public Accountants
Iron Mountain, Michigan

August 28, 2008



MANAGEMENT DISCUSSION AND ANALYSES (UNAUDITED)

Qur discussion and analysis of the [ron Mountain Housing Commission’s financial performance provides
an overview of the financial activities for the year ended Dccember 31, 2007. Please read it in
conjunction with the Commission’s financial statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

- Net assets for the entire Commission were $2,882,203 for the year ended December 31, 2007
compared to 33,012,929 for the vear ended December 31, 2006.

- The Commission’s operating revenues totaled $404,191 for the year ended December 31, 2007 and
$390,641 for the vear ended December 31, 2006, while operating expenses totaled $656,486
for the year ended December 31, 2007 and $596,706 for the vear ended December 31, 2006.

USING THIS REPORT

This annual report consists of a series of financial staiements. The Statement of Net Assets, Statement of
Activities, Statement of Revenues, Expenscs and Change in Net Assets, and the Statement of Cash Flows
(en pages 9 to 12) provide information about the activities of the Commission as a whole and present a
longer-term view of the Commission’s finances.

REPORTING THE COMMISSION AS A WHOLFE

Qur analysis of the Commission as a whole begins on page 9. One of the most important questions asked
about the Commission’s finances is “Is the Commission, as a whole, better off or worse off as a result of
the vear’s activities™ The Statement of Net Assets, Statcment of Activities, Statement of Revenues,
Expenses, and Change in Nei Assets, and the Statement of Cash Flows report information about the
Commission as a whole and about its activities in a way that helps answer this question. These statements
melude alf assets and liabilities using the accrual basis of accounting, which is similar to the accounting
used by most private-sector companies. All of the current year's revenues and expenses are taken into
account regardicss of when cash is received or paid. These two statements report the Commission’s ner
assets and changes in them. You can think of the Commission’s net assets - - the difference between
assets and liabilities — as one way 1o measure the Commission’s financial health, or finaucial position.
Over time, increases or decreases in the Commission’s net assets are one indicator of whether its
Jfinancial health is improving or deteriorating. You will need to consider other non-financial factors,
however, such as changes in the population of low income and elderly individuals.

In the Statement of Net Assets, Statement of Activities, Statement of Revenues, Fxpenses, and Change in
Net Assets, and the Statement of Cash Flows the Commission’s activitics are reported as business-type
activities:

- Business-type activities — The Commission charges rent to tenants to help cover all or most of the
costs of services it provides,



REPORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS

Our analysis of the Commission’s major activities begins on page 9. The financial statements provide
detailed information on all of the Commission’s activities. The Commission uses proprietary funds to
account for its activities. The method of accounting for proprietary funds is explained below.

- Proprietary funds — The Commission charges tenants rent for the housing services it provides and
these services are reported in a proprietary fund. Proprietary funds are reported in the same way for
its activities and are reported in the Statement of Nct Assets and the Statement of Revenues,
Expenses, and Change in Net Assets.

THE COMMISSION AS A WHOLE

The Commission’s combined net assets for the year ended December 31, 2007 decreased $(130,726) from
the year ended December 31, 2006.

Table 1
NET ASSETS
Assels
December 31,
2007 2006
Current assets £ 407,712 § 404,658
Capital assets (net) 2,533,716 2,658 853
Total assets 2,941,428 3,063,511
Liahilities
Current labilities 36,264 40,795
Noncurrent habilitics 22,961 9,787
Total liabilities 59,235 50,582
Net Assets
Invested in capital assets,
net of related debt 2,533,716 2,658,833
Unrestricted 318,487 354,076
Net Assets $2,8§2,203 $3,012929

Net assets of the Commission stood at 52,882,203 for the vear ended December 31, 2007 compared fo
$3,012,528 for the year ended December 31, 2006. Unresiricted net business assets were $348.487
for the vear ended December 31, 2007 compared to $354,076 for the vear ended December 31, 2006. In
general, the Commission’s unrestricted net assets are used to fund operations of the Commission. The
increase in current assets was largely due to a $10,500 decrease in cash, a $3.95] increase in accounts
receivable and an $8,826 increase in investments. The decrease in current lisbiljties was largely due to 2
$4,862 decrease in current acerued compensated absences while the increase in noncurrent liabilities was
due to $13,174 incrcase in noncurrent accrued compensated absences.
5



Table 2
CHANGE IN NET ASSETS

Year Ended December 51,

2007 2006
Revenues:
Program revenues:
Charges for services $ 221,671 § 211,196
Program grants and subsidics 276,207 295,556
General revenues:
Other revenues 13,892 11,841
Unrestricted investment carnings 13,990 12,920
Total revenues 523,760 531,513
Program Expenses:
Operating expenses 656,486 396,706
Chanpe in net assets {130,726} (65,193)
Nel assets - beginning of period 3,012,929 3,078,122
Net assets - end of period T 2,882,203 $ 3,012,920

BLSINESS — TYPE ACTIVITIES

Revenues for the Commission totaled $523,760 for the vear ended December 31, 2007 compared to
$531,513 for the year ended December 31, 2006. The Commission’s average unit months leased on a
monthly basis had decreased slightly during the current year. In addition, HUD operating funds and
capital funding grants had also decreased during the current year. The Commission depends on HUD
operating and capital grants to assist in covering its operating expenses. The increase in operating
expenses was larpely duc to a $18,207 increase in administralive expenses, a $21.440 increase in
maintenance expenses, and a $15,190 increase in extraordinary maintenance and other EXPENsSes.



CAPTIAL ASSETS
Capital Assets

The Commission had $5,975,567 invested in a variety of capital assets including land, equipment and
buildings {or the year ended December 31, 2007 compared to 35,871,970 for the year ended December
31, 2006,

Table 3

CAPITAL ASSETS
Business - Type Activity

December 31,

2007 2006

Land § 64,477 $ 64,477
Land improvements 80,478 80,478
Building and improvements 3,333,115 3,492 449
Equipment 230,715 225,986
Construction in progress 66,782 8,580

Total 5,975,567 5,871,970
Less accurnulated depreciation (3,441,851 (3,213,117)

NET CAPITAL ASSETS $2,533,716 $2,658.853

The Commission invested $110,231 in capital assets during the year ended December 31, 2007.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Commission’s appointed officials considered many factors when setting the budget for the calendar
year 2008. The current availability of low income and elderly tenants has been a major contributing
factor In cstablishing the budgeted ameunts. Tn the upcoming year, we do not anticipate anv significant
change in the occupancy rate and availability of new tenants that will provide any substantial increase in
revenucs, There continues 1o be a variety of inflationary cost and expense issues out of the control of the
Commission. All of these were taken into consideration during the 2008 budget process.

CONTACTING THE COMMISSION’S FINANCIAL MANAGEMENT

This financial report is designed to provide the readers with a general overview of the Commission’s
finances and to show the Commission’s accountability for the money it reccives. If vou have questions
about this report or need additional financial information, contact the Commission’s Executive Director,
Jeanne Shaltz, at 401 East “D7 Street, Tron Mountain, Michigan 49801, or call 906-774-2685.
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IRON MOUNTAIN HOUSING COMMISSION

STATEMENT OF NET ASSETS
Proprietary Fund

December 11, 2007

CURRENT ASSETS:
Cash and equivalents
Accounts receivable
[avestments
Tnventories
Frepaid expenses

TOTAL CURRENT ASSETS

NONCURRENT ASSETS;
Capital assets
Less accumulated depreciation

NET CAPITAL ASSETS
TOTAL ASSETS

CURRENT LIABILITIES:
Accounts pavable
Accrugd liabilitics

TOTAL CURRENT LIABILITIES
NONCURRENT LIABILITIES
TOTAL LIABILITIES
NET ASSETS:
Investrment in capital assets, net of related debt

Unrestricied net asseis

NET ARSETS

The accompanying notes 1o financial statements zre an integral part of this statement.
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IRGN MOUNTAIN HOUSING COMMISSION

STATEMENT OF REVENUES, EXPENSES, AND CHANGE
IN NET ASSETS
Proprietary Fund

For the Year Ended December 31, 2007

OPERATING REVENUES:
Tenant revenue
Program grants-subsidies
Other income

TOTAL OPERATING REVENIJES

OPERATING EXPENSES:
Administration
Tenant services
Utilitics
Mamterance
Generat
Other operating expenses
Diepreciation

TOTAL OPERATING EXPENSES
OPERATING (LOSS)
NONOPERATING REVENUES AND (EXPENSES:
Capital grants
interest income
Gain on sale of capital assers
TOTAL NONOPERATING REVENUES AND (EXPENSES)
CUHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NWET ASSETE, END QF YEAR

The accompanying notes to financial statements are an integra! part of this stazement.
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221,671
165,028
13,492
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404,191

151,773
2,518
63,646
150,118
32,661
20,405
235,368
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IRON MOUNTAIN HOUSING COMMISSION

STATEMENT OF CASH FLOWS
Proprietary Fund

For the Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from grants and subeidies
Cash paymemts to suppliers for goods and services
Cash payments for wages and related benefits
Cash payments for payvment in liev of taxes
Cther receipts

NET < ASH (USED) BY OPERATING ACTIVITIES

CASHFLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital grants
Acquisition of capiial assets
Gross praceeds from salc of capital assets

NET CASII (LISED} BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CAS FEOWS FROM ENVESTING ACTIVITIES:
Froceeds from investments
Investment income

NET CASH PROVIDED FROM INVESTING ACTIVITIES
NET (DECREASE) IN CASH AND EQUIVALENTS
CASH AND EQUIVALENTS, BEGINNING OF YEAR
CASH AND EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING TNCOME TGO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income {joss)
Adjusiments o reconcile operating income 1o net
cash provided by operating activities:
Depreciation
Changes in assets and Habilities:
Decrease {Increaset in receivables
Decrease {Increass) in prepaid expenses
Decrease {Increase) in inventory
Increase (Decrease} in accounts payable
ncrease {Decrease} in accrued iizbikities

NET CASH (USED) BY OPERATING ACTIVITIES

The accompanying notes to financial statements are in integral part of this staternent.
iz
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IRON MOUNTAIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE REPORTING ENTITY

The Iron Mountain Housing Commission (Commission) was formed by the City of Iron
Mountain, Michigan under Public Act 18 of 1933 of the State of Michigan. The Commission
operates under a Board of Commissioners appointed by the City of Tron Mountain,

The Commission mavages 102 units of jow reat public housing units, of whick, for financial
reporting purposes, inchides al! of the activities rclevant to its cperations,

Component Unij

In evalvating how to defing the Commission for financial IEPOing purposes, management has
considered alf potential component anits. The decision to include = potential component unit in
the reporting entity was made by applying the criteria set forth in GASB Statement %14, The
Finoncial Reporting Entity and as emended by GASBE Statement 30,

The criteria established by the Governmental Accounting Standards Board for determining the
various governmental organizations o be include i the reporting entity’s financial statements
inciude budget adoption, taxing authority, funding, appeintment of the respective goveming
board, and scope of public service.

Based on the foregoing criteriz, it was determined that there are no componeat units of the Iron

Mountain Housing Commission, but the Iron Mountain Housing Commission is a component
unit of the City of Iron Mountain, Michigan,

The accounting policies of the Commission conform 1o accounting principles generally accepted
in the United States of America. The fellowing is a summary of suck. significant policies.

BASIS OF PRESENTATION

The Commission presents iic finaricial stetements in accordance with Governmental Accounting
Srandards Board (GASR) Statement No. 34,

Government-Wide Financial Statemenss:

The Statemen: of Net Assets, Statement of Activitics, Siatement of Revenues, Expenses and
Change In Net Assets, and the Statement of Cash Flows display information about the
Commission as a whole. They include all busingss-type activities of the Commission,

Business-type activities are financed in whele or in part by fees charged to external partics for
goads ar services.
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IRON MOUNT AKN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

BASIS OF PRESENTATION (Continued)

Propristary Fund

Proprietary Funds are used 10 account for operaitons, {a) which are financed and operated in a
manner similar to private business enterprises - where the intent of the governing body is that the
costs (expenses, including depreciation)} of providing goods or services to the general public en a
continuing basis be financed or recovered primarily through user charges; or (b} where the
governing body has decided that periodic determination of revenues garned, expenses incurred,
and/or net income is appropriate for capital maintenance, public policy, management controt,
accouniability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is 2 term used to describe “which” wransactions are recorded within the
varipus financial statements. Basis of accounting refers to “when” transactions are recorded
regardless of the measurement focus applied.

Measurement Focus:

The government-wide Statement of Net Assets, Statement of Activities, Statement of Revenues,
Expenses and Change in Net Assets, and the Statement of Cash Flows are presented using the
econoimic resource measurement focus as defined below.

a. The Commission wtilizes an “cconomic resources” measurement focus, The
accounting objectives of this measerement focus are the determiration of operaling
income, changes in net assets, financial position and cash flows. All assels and
liabilities, whether cumrent or nonsureeni, associated with their activities arg
reported,

Basis of Accounting:

The Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses and
Change in Net Assets. and the Statemnent of Cash Fiows are presented using the accrual basis of
accoutiting. tnder the accrual basis of accounting, revenues are recognized when earned and
expenses are recorded when the liabiiity i3 incupred or economic asset used, Revenues,
expenscs, gains, losses, assets, and liabilities resulting from exchange and exchange-like
transactions are recognized when the exchange takes place.

As allowed by GASB Siatement No. 20, the Commission’s business-type activity follows ail
(ASB pronouncements aud FASB Statements and Interpretations that were issued on or afier
November 30, 1989, except those that conflict with a GASB pronouncement.
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IRON MOENTAIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABILITIES AND NET ASSETS

a.

Cash and Equivalents ~ The Commission’s cash 2nd cash cquivalents, as reporzed in the
Statemnent of Cash Flows and the Statement of Net Assets, are considered to be cash on
hand, ¢emand deposits, and short-ierm investments with maturities of three months or less.

Receivables — All receivables arc reported at their gross value and, where anpropriate, are
reduced by the estimated portion that is expected to be uncollectiblc.

Due to and Bue From Qther Programs — Inicrprogram receivabies and pavablcs arise from
inerprogram transactions and are recorded by zall funds affected in the periad in which
ransactions are execoted,

Capita!l Assets - Capital assets purchased or acquired arc capitatized at historicat cost or
estimated historical cost. Donated capital assets are valued at their estimated fair market
value on the date received.

The costs of normal maintenance and repairs that do not add to the value of the asset or
matentally extend asset lives are not capitalized. Improvements sre capitalized and
depreciated over the remaining useful tives of the related capital assets.

Depreciation on all assets is provided on the straight-tine basis over the cstimated useful
lives as follows:

Buildings and improvements 10-40 vears
Fumniture and other equipment 5-10 vears

The Commission has adopted 2 capitalization policy for capital assets of $200 per item.

Compensated Absences - It is the Commission’s policy to permit employees to accumulate
a limited amount of earned but unused sick leave and vacation days, which will be paid o
employecs upon separation from the Commission. The cost of vested sick leave and
vacation days are recognized as an expenss as carncd by the employees.

Eguity Classification

Government-Wide Statements;
Equity is classified as net assets and displayed in two components:

1. Invested in capital assets ~ Consists of capital assets, net of accumaulated
depreciation.
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IRON MOUNTAIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMFENTS
December 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCQUNTING POLICIES {Continved)

ASSETS. LIABILITIES AND NET ASSETS {Continued)

2. Unresiricted net assets - - All other net asseis that do not meet the definition
of “restricted” or “invested in capital asseis, net of relared debt.”

BREVENUES AND EXPENSES

Operating revenues and expenses are those that result from providing services and producing
and delivering goods andfor services. It also includes all revenue and expenses not rejated to
capitel and related financing. noncapital financing, er Investing activifics.  Fxpenses are
classified by operaling and nenoperating and are subclassified by fiunction, such as saiaries,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interprogram Activiny;

As 8 general rule, the effect of activity between programs has been eliminated from the
government-wide statements.

The ransfers of cash between the various Authority programs are reported separately from
revenues and expenses as operating transfers in or {out), uniess they represent temporary
advances that are to be repaid, in which case, they are carricd as assets and liabilities of the
advancing or borrowing prograra.

Interprogram receivables and payables are eliminated from the Statement of Net Assets,

Budgcts and Budgetary Aceounting;

Budgets are adopted on a basis preseribed or permitted by the Depariment of Housing and Urban
Devejopment.  All annual appropriztions lapse at fiscal year end. The Commission follows
these procedures in establishing the budgetary date reflected in the financial statemenis:

1. "The Director submits to the Board a proposed operating budget for the fiscal vear
commencing on January 1. The operating budget includes propoesed expenscs
and the means of financing them. Prior to December 31 the budget is legaiby
adopted by Board resolution.

2. Formal budgeiary integration is employed as a management control device during
the year,

[N}

The budget has been amended. Supplemental appropriations were made during
the year with the last one approved prior te December 31,
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IRON MOUNTAIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Confinued)

NOTE B - CASH AND INVESTMENTS

Cash and Equivalens

The Commission’s cash and equivalents, as reported in the Statement of Net Assets, conststed of
the following:

Petty cash $ 106
Checking accounts 37,180
Savings and money markats _ 57,319

TOTAL S 94,609

Custodial Credir Risk. Custodial eredit risk is the risk that in the even! of a hank failure, the
Commission’s deposiis may not be returned. State law does noi reqguire, and the Commission
does not have a policy for deposit custodial credit risk.  As of December 31, 2007, the

Comumission’s cash and cquivalents were not exposed to credit risk due 10 them being Fully
insured,

Investments
The Commission’s investments, as reported in the Statement of Net Assets, consisted of the

following:
{Investiment Maturities in Years)

Fair Less Than
Investment Type _ Value 1 Year
Certificates of Deposit $285,883 $177.057

Investments are recorded at fair market value, which is based on quoted market prices.

Michigan statutes authorize the Commission 1o invest in bonds, other direct obliganons and
repurchase agreements of the United Slates, certificates 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
rating services and matures within 270 days of date of purchase, bankers’ acceptances of United
States banks, obligations of thc State of Michigan and its political subdivisions. exiernal
investment pocls, and certain muteal funds,

Custodiof Credit Risk. Custodial credit risk is the risk that in the evenrt of a bank failure, the

Commission’s investments may not be returned. As of December 31, 2007, the Commission’s
mvestmnents were not exposed 1o credit risk, due to them being fully insured.

17
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IRON MOUNTAIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE B - CASH AND INVESTMENTS (Continued)

Inferest Rate Risk. Interest rate risk is the risk that changes in interest rates wili adverseiy affect
the fair value of thc Commission’s investments. State law limits the allowable investments as
described above. The Commission does not have a formal investment policy that limits

[nvestment maturities as a means of managing its cxposure to fair valuc losses arising from
increasing interest rates,

Credir Risk. Credit risk is the risk that an issuer or other party to an investment will not fulfill its
obligations. The Commissicn has na investment policy fimiting its investments in excess of
state law on invesiment credit. Ratings are not required for the Commission’s investmenss
outlined above. The Cemmission’s investments are in accordance with statutory authority.
Concentration of Credit Risk. The Commission places no limit on the amount the Commission
may invest in one issuer. However, the Comnimission is required to have alf funds ir excess of
insured amiownts to be collateralized. The Commission’s investments and balances are with the
following finanetal institutions:

River Valley Bank, Iron Mountain, MI S 32,669
Nerthern Michigan Bank, Iron Mountain, M 100,000
FNB of Norway, Iron Mountain, Ml 67,044
FNB of Niagara, Niagara, W] 64,780
Citizens Bank, Iron Mountain, M1 21.390
Total 3285883

NOTE C - CAPITAL ASSETS

A summary of capital assets for the vear ended Decernber 31, 2007 is as follows:

Baiance Balance
i-1-07% Additions _ Delerions 123107
Assets not subject 1o depreciarion;
Land g 64,477 z - S - % 64,477
Congtriction in progress 8,580 50474 {22272 66,782
Ascets subject to depreciaiion:
Latd improvements 80,478 - - 80,478
Building and improvements 5,492,449 44,666 - 5535113
Ecuipment 225,984 11,363 __{6,634) 230,715

5,871,970 § 1335032 8 (28,908 3,873,567

Accumulated depreciation (3,213,1173 TS_._{%35,36$] 5 0,634 {2.441,831)

Net capital asscts £ 2,658,853 5 2,533,716

Depreciztion cxpense for the year was 5235,368.
18
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IRON MOUNTAIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Coatinued}

NOTE B - RISK MANAGEMENT

The Commission is exposed to various risks of loss related 1o torts: theft of, damage fo, and
destruction of assets; ervors and omissions; infuries to employees; and natera] disasters. The
Commission maintains commercial  insurance covering each of those risks of loss.
Management believes such coverage is sufficient to preciude any significant uninsured losses 1o

the Comiission. Setrled claims have not exceeded this commercial coverage in any of the past
three fizcal years.

NOTE E - USE OF ESTIMATES

The preparation of financial statements, in conformity with accounting principles generally
accepted in the United States of America, requires management to make estimates and
assumptions that affect the reporied amoums of assets and liabilitics and disciosure of
comtingent assers and iiabilities at the date of the financial statements, and the reported amounts
of revenues and expenses during the reporting period. Actual results conld differ from those
¢stimates.

NOTE F- VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commussion is dependent upon the Department of Housing and Urban Development
(HUD) 1o fund its operations through operating subsidics and cepital funding grants. Total
revenues for the vear ended December 31, 2007 totaled $524,388 of which $276,207 or 52.7%
was from HUD subsidies and grants,

The operations of the project arc subject to rules and reguilations of HUDY. These rules and
reguiations are subject to change. Such changes may occur with short notice and could create 4
lack of funding to pay for operationai related costs, inciuding the additional administrative
burden {o comply with the changes.

NQOTE G - PENSION PLAN

The Commission has established a SEP-IRA plan of which the Commission contributes 8% of
qualified wages. To be eligible, an employee must have twelve continuous months of service.
The Commission contributions to the Plan during the year amounted to 511,339,

19
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IRON MOUNTAIN HOUSING COMMISSION

FINANCIAL DATA SCHEDULFE
Proprietary Fund

December 31, 2007

Low Rens Fublic Housing
Public Copital Fund
Line Irem # Account Desription Housing Progrem TOTAL
ABSETS

CURRENT ASSETS:

Cash:
Tht Cash - unresiricted 5 53.734 5 - 5 83,734
14 Cash - tenant security deposits 10,875 - 1,675
LM Total cash 24,605 G4 605

Accounts and notes receivables:

125 Aceounts receivable - mizscellznesus ag 9%
[26  Accounts receivable- enanis £,500 - B304
i26.1 Allowanee for doubtful accounts - teranis Y] (50)
139 Acered intzrest receivahle 3.84% - 3.849
120 Total receivables, net of atlowances for doubeful ACCOURTS 11.6839 - 11.639

Cther current assets;
t37  investments 283,883 - 285883
142 Prepaid expenses 14,8037 - 14,500
143 Inventories 78] - 78!
150 TOTAL CURRENT ASSETS 407,712 - 407,712

NONCURRENT ASSETS:

Fixed assets:

1561 Land 64 477 - 84477
162 Buildings 5,426,044 107.071 5323115
163 Furniture, equipment & machinery - dweliings T4 830 - 74,830
64 Furniture. equipment & mschinery - adminissration 147,574 B3 155 833
F&5 Leasehold imprevements 80,478 - 80,478
lao Accumuisled depreciation (3,423,050 {18210 (3.441,854}
167 Censtruction in progress - 66,782 66 787
164G Teial fixed assets, net of accumulated depreciziion 2370373 163343 2,533 716
180 TOTAL NONCURRENT ASSETS 2.370.373 163,343 2333716
190 TOTAL ASSETS S 2778085 % 163,342 524911 428

See accompanying notes to financial statemeants.
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IRON MOUNTAIN HOUSING COMMISSION

FINANCIAL PATA SCHEDULE
Proprietary Fund

December 31, 2007

Low Rem Fublic Hovusing
Public Cepital Fund
Lire Fern 2 Account Deseription Housing Program TOTAL
LIABILITIES AND} MET ASSETS
LIABILITIES:
CURREWT LIABILITIES
312 Accounts pavable < 90 dayvs g 7,702 g - 3 7,762
322 Accrued compensatedt shsences - current partion 3175 - 3,173
333 Accounts pavable - ofher government 13,996 - 13.5%6
341 Tenant securtty deposirs L8735 - i0.E7s
3&}  Deferred ravantes e - 516
310 TOTAL CURRENT LIARILITIES 36264 - 36.264
354 Accrued compensated absences - non curren 22961 - 22,961
350 TOTAL NONCURRENT LIABILITIES 22,961 22961
300 TOTAL LIABILITIES 59,225 - 39.325
NET ASSETS
5087  Investment in capitzl 2ssets, net of releled deb: 2370573 163343 2.333,716
3120 Lnresticied nst assers 345487 - 145 487
313 TOTaAL WET ASRETS 2715860 53,343 2.822503
606G TOTAL LIARILITIES AND NET ASSETS 5 2,778,085 5 163,343 S 2,941.428

See accompanying notes to financial statements.
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IROKN MOUNTAIN HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

For the Year Ended December 31, 2007

STATICED FUARLG ACOLNTANTS

Pubiic
Low Rent Hausing
FPulblic Capital Fund
Line Ttern # Account Description Housirg Progrim TOTAL
REVENLES
703  Mettenant rental revenns 221,536 - 221,556
704 Temant reverue - other 133 - 115
T35 Total tepant revenoe 221,871 “ 2187
06 HUD PHA grams 151,823 7,203 169,028
7061 Capital granmts - 17,179 107,179
711 Investment income - unrestricted 13,590 - 13,690
T15 Oieer revenue 13492 - 13,492
7t6 Geindloss on szle of fined assets 400 - 40
700 TATAL REVENUE 411,378 114,382 325,760
EXPENSES
Administrative:
411 Adminisirative zalgries 83,820 - B3.820
912 Avdiung fees 3.504 - 3.500
414 Compensated absences 8.1 - 2311
M5 Employee benefit contribucions- administracive 22729 - 32,729
Bld  Other sperating- administranive 20816 1,597 31413
Total Administrative 150,176 597 151,773
Tenarnl serviees:
424 ‘Tenant services - other 2.513 2,515
tilities:
31 Waier 6208 - 6.20%
832 Eleciricity 23924 - 23,524
433 Gas 31,504 - 31.514
Totat Utilitizs 43,6468 - 03.646
Meintznance:
Gd1 Drdinary mainienance and operations - izhor 63,381 - 63,381
942 Crdinary maintenance and gperations - materials & o*her 16,497 736 17,233
943 Ordipary maintenance and operations - cantract eosis 30,307 - 30,307
945  Employee benefit contributions- ordinary maintenznce 18,597 - 15,957
Toral Maintenance 149 382 EEL 150,118

See accompany:ing notes to financial statemems.
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IRON MOUNTAIN HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

For the Year Ended December 31, 2007

Puhlic
Low Rent Housing
Pubiic Capital Fund
Line ltem # Account Deseripiion Housing Fragram TOTAL
General expenses:
261 Insurance premivms 18,663 - iE.603
963 Payments in lieu of taxes 13,9%8 - 13,8496
964  Bad debts - tenant rents - - -
Totat General Expenses 312,661 - 3z461
249 TOTAL OFERATING EXPENSES 398,380 2,333 406,713
470 EXCESS QPERATING REVENUE OVER
OPERATING EXFTNSES 12 998 132,049 123,047
7 Extracrdinary maintenance G485 988 16477
972 Casualiy losses - non-capitalized 9,928 - G978
974 Depreciation expense 223,954 G414 235368
200 TOTAL EXPENSES 643.751 2.735 636,486
Orther financing sources (uses)
1601 Cyperating ransfers in 3,832 - 1882
10602 Jperaling transiers ot - [3.882) (3882
1010 Total other financing sources {1zes) 3.882 (3.882) -
1aed EXCESS (DEFCIENCY) OF TOT2YL REVENIUE OVER
{UNDER} TOTAL EXPENSES 3 O{23E 4D 5 97 9ES § (130,726
WEMO account informstion
1103 Beginning equity % 2822370 150559 53012929
1104 Prior Period Adjustments, Equity Transfers 12494 $ (124981 % -
i120  Unit menths availakle 1.224 - P33
1127 Numier of unit months lgased 1185 - 1,185

See accompanying notes to financial siatements.
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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 AUDITING STANDARDS

Beard of Commissioners
iron Mountain Housing Commission
Iron Meuntain, Michigan

We have andited the financial statemsnts of Iron Mountain Housing Commission as of and for the year
enced December 31, 2607, and have issued our report thereon dated Augusi 28, 2008, We conducied our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contained in Governmenr Auditing Standards, issusd by the
Comptroller General of the United States.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered fron Mountain Housing Commission’s interng]
control over financial reporting 25 a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion an
the effectiveness of Jron Mountain Housing Commission's internai control over financia! reporting,
Accordingly, we do not express an opinion on the cffectiveness of Iron Mountain Housing Commission’s
internal eontrol over financial reporting.

A controf deficiency exists when the design or operation of g conirol does not allow management or
empioyces, in the normal course of performing their assigned fanctions, to prevent or deiect
nisstatements on a timely basis. A significant deficiensy is a control deficiency, or combination cf
conirel defictencies, that adversely affects the entity’s ability o initiate, authorize, record, process, or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the entity’s financial statements that is more than
inconsequential witi not be prevented or detected by the entity’s internal contrel.

A matcrial weakness is a significant deficiency, or combination of significant deficiencies, that resaits in
tore than a remote likelthood that a meteria! misstatement of the financial statements will nol be
prevented or detected by the entity’s internal control,

Our consideration of internal control over financial repotting was for the limited purpose described in the
fivst paragraph of this section and would not neccssarily identify 21l deficiencies in internal control that
might be significant deficiencies or material weakness. We did not identifv any deficiencies in internal
control over financial reporting that we consider to be a materiaf weakness, as defined above.

Compliance and Other Martters

As part of obiaining ressonable assurance aboui whether the Iron Mountain Housing Commission’s
financial statcments are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regolations, contracts and grants, noncompliance with which could have 3 direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accordingly, we do not EXress
such an opinion. The results of our tests disclosed no instances of nencompliance that are required 1o be
reported under Government Auditing Standords.
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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 AUDITING STANDARDS

This report is interded solely for the information of the Board of Commissioners, management and the
Department of Housing and Urban Development and is not intended to be and should not be used by
anyone other than those specified parties,

%Md&z@. %

ANDERSON, TACKMAN & COMPANY, PI.C
Certified Public Accountanis
Iran Mouniain, Michigan

August 28, 2008




