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INDEPENDENT AUDITORS’ REPQRT

Board of Commissioners
Iron River Housing Commission
Iron River, Michigan

We have andited the accompanying basic financial statements of the business-iype activities of the
Iron River Housing Commission as of and for the year ended December 31, 2007 as listed in the
Table of Contents. These basic finuncial statements aec the responsibility of the Commnission’s
management. Our responsibility is to cxpress an opinion on these basic financial s(alements based on
our aud it.

We conducted our audil in acenrdance with tho anditing standards generally accepted in ihe United
States ot America and the standards applicable to financial audits contained in Government Auditing
Stanidards, issued by the Comptroller General of the United States. Those standards require that we
plan and perform the audit to obtain reasonshle assurance about whether the basic financial
statements are free of material misstatements. An audit includes examining, on a lest basis, evidence
supporting the amounts and disclosures in the basic financial slalsments. An audit alse includes
assessing the accounting principles used and signilicant estimates made by management, as well as
evaluating the overall basic financial statements presentation. We believe that our avdit provides a
reasonahle basis for our opinion.

In out opinion, the basic financial stalements retorred to above present fairly, in all material respects,
the respective financial posilion of the busincss-type activities of the Tron River 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 principles generally accepted in the United States
of America,

In accordance with Goversment Auditing Standards, we have also issued our report dated September
26, 2008 on our consideration of the Iron River Housing Commission’s internal control over finzancial
reporting and our tests of ils compliance with certain provisions of laws, regulations, contracts and
prant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal contro! over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control cver financial reporting or on compliance. That repott is an
integral part of an audit performed in accordance with Government Auditing Standards and should he
considered in assessing the results of our audit.

201 E, HUGHITT, Q. BOX 828 IRON MOUNTAIN, MICHIGAN 49801 (D08} 7744300  FAX (06} 774-6926



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUDITED)

Our discussion and analysis of the Iron River ITousing Commission’s financial performance provides an
overview of the financial activities for the year ended December 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 $391,818 for the year ended December 31, 2007
compared 1o $525,820 for the year ended December 31, 2006,

- The Commission’s total revenues totaled $217,25% lor the year ended December 31, 2007 and
$143,274 for the year ended December 31, 2006, while aoperating expenscs totalcd $151,261 for the
year ended December 31, 2007 and $149,009 for the year ehded December 31, 2006.

USING THIS RETORT

This annual report consists o[ a series of financial statements. The Statement of Net Assets, Statement of
Activities, Statement of Revenucs, Expenses and Change in Net Assets, and the Statement of Cash Flows
(on pages 9 to 12) provide information about the activities of the Commission as a whole and present a
lenger-term view of the Commission’s [inances.

REPORTING THE COMMISSION AS A WHOLE

Our analysis of the Commission as a whole beging on page 9. One of the most important questions asked
aboul the Commission®s finances is “Is the Commission, as a whole, better off or worse ofl as a result ot
the ycar’s activities™? The Statement of Net Assets, Statement of Activities, Statement of Revenues,
Expenses, and Change in Met Assets, and the Staiement of Cash Flows rcport information about the
Commission as a whole and about its activities in a way that helps answer this question, These statemenis
melude 24 assets and liabilitics using the acerual basis of accounting, which is similar to the accounting
used by most private-sector companies. All of the current yeat’s revenues and expenses are taken into
account regardless of when cash is received or paid. These two statements report the Commission’s #af
assefs and changes in them. Youw can think of the Commission’s net assets — the difference belwssn
assets and liabilitics — as one way to measure the Commission’s financial health, ar financial position.
Owver time, facreases or decreases in the Commission's net assets are one indicator of whether its
financial 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 Aclivities, Statement of Revenues, Expenses, and Change in
Net Assets, and the Slalement of Cash Flows the Commission’s activities are reported as business-Lype
aclivilies:

-  Business-type activities — The Commission charges tent to tenants Lo 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 activilies begins on page 9. The financial statements provide
detailed infermation on all of the Commission’s activitics. The Cormission uses proprietary {unds to
aceount [or its activities. The method of accounting for praprietary funds is explained belaw.

- Droprietary funds ~ The Commission charges tenants rent for the housing setvices it provides and
these services are reporied in a proprietary fund. Proprietary funds are reported in the same way for
ils activities and are rcpotted in the Statement of Net Assets and the Statement of Revenues,
Expenses, and Change in Met Assets.

THE COMMINSION AS A WHOLE

The Commission's combined net assets for the year ended December 21, 2007 increased $565,098 from
the ycar ended December 31, 2006.

Table 1
NET ASSETS
Asgets
December 31,
2007 20046
Current assets £ 259,157 § 227527
Capital assets {net} 352,723 312,883
Tolal assels 611,880 540,414
Liakilitics
Current liabilities 20,062 o 14,590
Tatal liabilities 20,062 14,590
Net Assets
Invested [n capital assels,
net of related debt 352,723 312,883
Unreslricted 239,085 212,937
Net Assets § 591,818 $ 525,820

Net assets of the Commission stood at $591,818 for the year ended December 31, 2007 compared to
$525,820 for the year cnded December 31, 2006. Unrestricted net business pssets were $239,095 for the
yoar ended December 31, 2007 compared lo $212,937 for the year ended December 31, 2006. In general,
the Commission’s unrestricled net assets are used to fund opetations of the Commission. 'I'he increse in
currenl assets was due to a $23,729 increase in cash and equivalents and $7,903 increase in investments,
The increasc in current [iabilities was primarily due to a $5,377 increase in accounts payable,



Table 2

CHANGE IN NET ASSETS
Year Ended December 31,
2007 2006
Revenunes:

Program revenues: .
Charges for services $ 91,163 $ 88,037
Program grants and subsidies 117,506 47,184

General revenues:

Other revenues 114 463

Unrestricted investment earnings 8476 7,588

Tatal revenues 217,259 143,274
Program Expenses:

Operating expenses 151,261 149,009
Change in net assets 65,598 (5,733)

Net assets - beginning of period 525,820 331,555

Net assets - end of period $ 591,818 B 525820

BUSINESS — TYPE ACTIVITIES

Revenues for the Commission totaled $217,239 for the year ended December 31, 2007 compared to
$143,274 for the year cnded December 31, 2006, The Commission’s average unit months [cased on a
monthly basis had increased during the cutrent ysar. In addition, HUD operating funds and capital
funding grants had also increased 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
primarily duc to a $3,000 increase in administrative expenses.



CAPTIAL ASSETS
Capital Asscts
The Commission had $1,092,127 invested in a variety of capital assets including land, eguipment and

buildings for the year ended December 31, 2007 compared to $1,016,717 for the year ended December
31, 2006.

Table 3
CAPITAL ASSETS
Business - Type Actlivity
December 31,
2007 2006

Land $ 35604 $ 35004
Land improvements 20,410 20,410
Building and improvements 990,135 914,725
Equipment 45,978 _ 45978

Total 1,092,127 1,016,717
Less accumulated depreciation (739,404} (703,834)

NET CAPITAL ASSETS $ 352,723 ¥ 312,883

The Commission invested $75,410 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 Faclors when setting the budget for the calendar
year 2008. ‘lhe current availzbility of low income and elderly tenants haa been a major contributing
factor in establishing the budgeted amounts. In the upcoming year, we do not anticipate any significant
change in the occupancy rate and availability of new tenants that will provide any substantial increase in
revenues. There continues to be a variely of inflationary cost and expense issuea 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 repori is designed to provide the readers with a general overview of the Commission’s
finances and to show the Commigsion’s accountability for the money it receives, If you have questions
about this report or need add1t|onal financial information, contact the Commission’s Execulive Director,
Jane Gustafson, al 236 N. 3" Avenue, Iron River, Michigan 49915, or call 906-265-4308,



The Managemeni’s Discussion and Analysis on pages § through 8 is not a required part of the
financial statemenis but is supplementary information required by accounting principles generally
accepted in the United States of America, We have applied certain limited procedurcs, which
consisted principally of inquiries of munagement regarding the methods of measurement and
presentatton of the required supplementary information. However, we did not audit the information
and express no opinion on it.

Cur audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the [ron River Housing Commission’s basic financial statements. The Financial
Data Schedule is presented for the purpose of additional analysis as required by ths 1.5, Department
of Urban ITousing and Development and is not a required parl of the basic financial statements. The
Financial Data Schedule has been subjected to the auditing procedures applied in the audit of the
basic Inanciul statements and, in our opinion, is fairly stated in al! material respects in refation 1o the
basic lnancial statemnents taken a3 a whole.

ZMM&.d, ﬂ:

ANDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants
iren Mountain, Michigan

September 26, 2008
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IRON RIVER HOUSING COMMISSION

STATEMENT OF NET ASSETS
Proprietary Fund

December 31, 2007

CURRENT ASSETS:
Cash and equivalents
Accounis receivable
Invesiments
Prepaid expenses

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Capital agsets
Less actumulated depreciation

NET CAPITAL ASSETS
TOTAL ASSETS

CURRENT LIABILITIES:
Accounts payable
Accrued liabilities

TOTAL CURRENT LIABILITIES
NET ASSETS;
Invesiment in capital assets, net of related debr
Unrestricted net assets

NET A3SETS

The accompanying notes to financial siatements are an integral part of this statcment.
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IRON RIVER HOQUSING COMMISSION
STATEMENT OF REVENUES, EXPENSES, AND CHANGE
IN NET ASSETS

Proprietary Fund H

For the Year Ended December 31, 2007

OFPERATING REVENIIES: |
Twunant revenue 5 01,163
Program grants-subsidies 32,728
Other income 114

TOTAL OPERATING REVEMNUES 144,005
OPERATING EXPENSES:
Administration 30,010
Tenant seryices 1,112
Utilitias 33,673
Maintenance 37,694
General 11,202
Depreciation 15570
TOTAL GPERATING EXFENSES _ 151,264 I
OPERATING {LOSS) (7,256}

NONOPERATING REVENUES AND (EXPENSES):
Interest income B475

MCOME BEFORE OTHER REVENUES, EXPENSES, GAINS,

LOSSES AND TRANSTFERS 1,220
Capital Grant Coniributions £4.770
CHANGE IN NET ASSETS 65,998
NET ASSETS, BEGINNING OF YEAR 3325830
MNET ASSLETS, END OF YEAR . 3 S0LEIE

The accompanying notes to financial statements ave an integral part of this statement.
11
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IRON RIVER HOUSING COMMISSION

STATEMENT OF CASH FLOWS
Proprietary Fund

Fot the Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:

Cash received from customers

Cash received from pranis and subsidies

Cash payments ¢ suppliers for goods and services
Cash payments for wages and ralated benefits
Cash payments for payment in lisu of taxes

Other receipts

NET CASH PROVIDED FROM OPLRATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:

Capltal grants

Acquizlion af capital assels

NET CASH (USED) O¥ CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:

IPorchase of investments
Investment income

NET CASH PROVIDED FROM INVESTING ACTIVITIES

NET INCREASL IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS, BEGINNING OF YEAR

CASH AND EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:

Operating income (loss)

Adjugiiments to reconcile operating ineome to net
cash provided by operating activitics:

Depreciation

Changes in assets and linbilitics:
Decrease {(Increass) in accounts receivable
Decrease (Increase) in prepaid expenses
Increase (Decrease) in aceounts pavable
Increase (Decrease) in acerued liabilities

NET CASH PROVED FROM OPERATING ACTIVITIES

The accompanying notes to financial statemenls are an integral part of this statement.
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IRON RIVER HOUSING COMMISSION

NOTES TUO FINANCIAL STATEMENTS
Decomber 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

& COMPANY, F.L.C.

CEATIF.ED PUBLIC ACCOUNTANTS

e ANDERSON, TACKMAN

PORTING ENTITY
The Iron River Heousing Commission {(Comemnission) was formed by the City of Iron River,
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 Iron River.

The Commission manages 31 units of low rent public housing units of which, for financial
reporting purposes, includes all of the activities relevant to its operations.

Component Uhit

In evaluating how to define the Commission for financial reporting purposes, management has
considered all potential compongnt units. The decision to include a patential component unit
in the reporting entity was made by applying the critetia set forth in GASD Statement #14, The
Financial Reporting intify and 25 amended by GASB Statement #39.

The eriteria cstablished by the Governmental Accounting Standards Board for determining the
various governmental organizations to be include in the reporting entity’s financial staternents
include budget adoption, taxing authority, funding, appointment of the respective gaveming
board, and scope of public service,

Bascd on the foregoing criteria, it was determined that there are no compenent units of the
Iron River Housing Commission, bul the Iron River Housing Commission is a component unit
of the City of Iron River, Michigan.

The accounting policies of the Commission conform to accounting principles generally
accepted in the United States of America. The following is a summary of such significant
policies.

B FPRESENTATION

The Commission presents its financial sfatemenls in accordance with Governmental
Accounting Standards Board (GASB) Statoment No. 34,

Oovernmenl-Wide Financial Staternents:

The Statement of Net Assets, Statement of Aclivilies, Statement of Revenues, Expenses and
Change in Net Assets, and the Statement of Cash Flows display information about the
Commission as a whole. They inelude all business-type activities of (he Commission.
Business-type activities are financed in whole or in part by fees charged to external parties for
goods or services,

13
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IRON RIVER HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

BASIS OF PRESENTATION (Continued)

Proprietary Fund

Propristary Funds are used to account for operations, (a) which are financed and operated in a
manner similar te privaie 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 on a continning basis be financed or recovered primarily through user charges; or (k)
where the governing bedy has decided that periedic determination of revenues earned,
expenses incurred, and/or met income is appropriate for capital maintenance, public policy,
management control, accountahility, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focus is a term used to describe “which” transactions are recorded within the
various fulancial stateinents. Basis of accounting refers to “when” transactions are recorded
regardless of the measurement tocus applied.

urement Focus:

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

a. The Commission utilizes an “cconomic resources” measurement focus. The
accounling ohjectives of this measurement focus are the determination of
operating income, changes in net assets, financial position and cash flows. All
assels and Nabilities, whether current or noncurrent, associated wilh their
aclivilies are reported,

Basis of Accounting;:

The Statement of Nel Assets, Statement of Activities, Statement of FRevenues, Expenses and
Change in Nel Assets, and the Statement of Cash Flows are presented using the accrual basis
of accounting, Under the accrual basis of accounting, revenues are recopmized when earmed
and expenses are recorded when the liability is incurred or economic asset used. Revenues,
expenses, gains, losses, assets, and liabilities resulting from exchange and exchange like
lransactions are recognized when the exchange takes place.

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

GASB pronouncements and FASE Statements and Interpretations that were issued on or after
November 10, 1989, excepl those that conflict with a GASB pronouncement.

14
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IRON BTVER HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Continued)
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Confinued)

ASSETS, LIABILITIES AND NET ASSETS

4. Cash and Equivalents — The Commission’s cash and cash equivalents, as reported in the
Statement of Cash Flows and the Statement of Nel Assets, are considered to be cash on
hand, detnand deposits, and shori-term investments with inaturities of three months or

loss,

b.  Receivables — All receivables are reported at their gross value and, where appropriate, are

reduced by the estimated portion that is expected to be uncallectible.

€. Due to and Duc From Qther Programs — Inteiprogram receivables and payables arisc
from interprogram transactions and are recorded by all funds affected in the period in

which transacticns are exeented.

d.  Capital Assels — Capital assets purchased or acquired are capitalized at historical cost or
estimated historical cost. Donated capital assets are valued al their estimated fair market

value ¢on the date received.

The costs of normal maintenance and repuirs that do not add te the value of the assat or
maierially extend asset lives are not capitalized. Improvements are capitalized and

depreciated over the remaining useful lives of the related capital assets,

Depreciation on all assets is provided on the straight-line basis aver the estimated unscful

lives as follows;

Buildings and improvements 10-40 years
Furniture and other equipment 3-10 years

The Commission has adopted a capitalization policy for capital assets of $500 per item.

¢. Compensated Absences - I is the Commission’s policy to permit employess to
accumulate a limited amount of earned but unused sick leave and vacaiion days, which
will be paid to employees upon separation [rom the Commission. The cost of vested sick
leave and vacalion days are recognized as an expense as earned by the employes.

f.  Equity Classification

Government-Wide Statements:

Equity is classificd as net assets and displayed in two components:

1. Invested in capital assets — Consists of capital assels, nel of accumulated

depreciation,

e ————— — ———
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IRON RIVER HOUSING COMBMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Conlinned)

ASSETS, LIABILITIES AN} NET ASSETS (Continued)

2. Unrestricted nel asseis -- All other net assets that do not meel Lhe
definition of “restricted™ or “invested in capital assets, net of related
debt.”

REVENLES AND EXPENSES

Operating revenues and expenses are thosc that result from providing services and producing
and delivering goods andfor services. It also includes all revenue and cxpenses not related to
capital and related financing, noneapital financing, or investing activitics, Expenses are
classified by operating and nonoperating and are subclassified by function, such as salaries,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interpropram Activity:

As a general rule, the effect of activity between programs hus heen eliminated from the
povernment-wide statements,

The transfers of cash between the various Authorily programs arc reported separately from
revenues and expenses as aperating transfcrs in or (out), unless they represent temporary
advances that are to bo repaid, in which case, they are carried as nsseis and liabilities of the
advancing or borrowing program.

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

Budgets and Budgctary Accounting;

Budgets are adopied on a basis preseribed or permnitted by the Deparlment of Housing and
Urban Development. All annual appropriations lapse at fiscal year end. The Commission
follows these procedures in establishing the budgetary date reflecled in the financial
statements;

1. The Director submits to the Board a proposed operating budget for the fiscal
year commencing on January 1% The operating budget includes proposed
expenses and the means of financing them, Prior to December 31% the budget
is legally adopted by Roard resolution.

2. Formal budgetary integration is cmployed as a management control device
during the year.

3. The budget has been amended. Supplemental appropriations wers made during
the year with the last ane approved prior to December 31%.

16
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IRON RIVER HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued}
NOTE B - CASH AND INVESTMENTS

Cash and Equivalents

The Commission®s cash and equivalents, as repuried in the Statement of Net Assets, consisted

of the following:
Petty cash ) 30
Checking accounts 67,058
Savings accounts 8,213
TOTAL $ 75,321

Custodial Credit Risk.  Custodial eredit risk is the risk that in the event of a bank failurg, the
Commission’s deposits may not be returned. State law docs not require, and the Commission
does not have a policy for deposit custodial credit risk. As of Decembar 31, 2007, the
Commission’s cash and equivalents wete not exposed 1o credit risk due to them being tully
insured,

Investmeants

The Commissinn’s investments, as reported in the Statement of Net Assets, ¢consisted of the

following:
(Invesiment Maturitics in Years)
Fair Less Than
investiment Type Value | Year
Certificates of Deposil $178,060 $178.060

Investments are recorded ai {air market value, which is based on quoted market prices,

Michigan statutcs authorize the Conitnission to invest in bonds, other direct ohligations and
repurchase agreements of the United States, certificates of deposit, savings accounts, deposil
accounts or receipts of a bank which is a member of the EDIC, 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 Unitcd States banks, cbligaliens of the State of Michigan and its political subdivisicns,
cxiernal investment pools, und certain mutuzal funds.

Custodial Credit Risk, Custodial credil risk is the risk that in the event ol a bank failure, the
Commissien’s invesiments may not be retarned. As of December 31, 2007, the Commission
held investments in excess of FDIC insurance limits in the amount of $12,596 which were
uninsured and uncollateralized.




I\ u

ANDERSON, TACKMAN

& COMPANY, PL.C.
CERTIFIED PLELIG AGCOUNTANTE

——

IRON RIVER HOUSING COMMISSTION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Conlinued)

NOTE R - CASH AND INVESTMENTS (Continued)

interest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of the Commission’s investments. State law limits the allowable
investments as described above. The Commission docs not have a formal investment pelicy
that limils invesiment maturities as a means of managing its expuosure o fir value losses
arising from increasing interest rates.

Credit Risk Credit risk is the risk that an issuer or other parly 1o an investment will 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 investmenis are in accordance with statutory authority,

Corcentration of Credit Risk.  The Commission places no limil on the amount the
Commission may invest in one issuer. However, the Commission is required to have all funds
m excess of insured amownis to be collateralized. The Commission’s investments and
balances ate with the following financial institutions:

Miners Stals Bank, Iron River, MI $ 87414
Citizens Bank, Iron River, MI 30,000
CoVantage Credit Union, Antigo, WI 60,646
Total 5178060

NOTE C- CAPITAL ASSETS

A summary of capital assets for the year ended December 31, 2007 is as follows:

Ralance Balance

1-1-017 Additions Deletions 12-31-07
Land 3 35604 § - 3 - ¥ 35604
Land imptrovements 20,410 - - 20,414
Building and improvements 914,725 75,410 - 990,135
Equipment 45,978 - - 45,978
1,016,7{7 § 75410 3 - 1,092,127

Accumulated depreciation (703,834 § (35570 3 - (739,4041)

Net capital assets $ 312,883 ¥ 352,723

Depreciation expense for the yeur was $35,570.
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IRON RIVER HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Continued)

NOTE D - RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torls; ihefi of, damage to, and
destruction of assets; errorg and omissions, injuries to employecs; and natural disasters. The
Comurission maintains commercial insurance covering each of those risks of loss.
Management belisves such coverage is sufficient 1o preclude any significant uninsured losses
to the Commrssion. Seftled claims have not excecded this commercial coverage in any of the
past three fiscal years,

NOTE E - USE OF ESTIMATES

The preparation of (inancial statements, in conformity with accounting principles generally
accepted in the United States of America, requires management lo make estimates and
assumptions that affect the reporied amounts of assets and liabilities and disclosure of
contingent assets and liabilitics at the date of the financial statements, and (he reported
amounts of revenues and expenses during the reporling period. Actual results could differ
fram those estimates.

NOTEF - VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commission is dependent upon the Department of Housing and Urban Development
(HUD) to fund its operations throngh operating subsidies and capital funding grants. Total
revenues for the year ended December 31, 2007 totaled $217,259 of which $117,506 or
54.1% was from HUT subsidies and grants.

The operalions of the project are subject to rules and regulations of ITUD. These rules and
regulations are subjeet to change. Such changes may occur with shorl notive and could create
& lack of funding to pay for operational related costs, including the additional administrative
burden to comply with the changes.

NOTE G - PENSION PLAN
The Commission adopted a Simple IRA plan during calendar year 2007 in which the
Commission contributes 8% of qualified wages. To be e¢ligible, an ernployee must have

twelve continuous months of service. The Commission contributions to the Plan during the
year amouted to $410.
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IRON RIVER HOUSING COMMISSION

FINANCIAL DATA SCHEDULE

Proprietary Fund
December 31, 2007
Low Rent Puhiic Honsing
Public Capital Fund
Line Itan # Aceount Dicscription Housing Program TOTAL
SSETS
CURRENT AESETS:
Cash:
11 Cash - unrestricred 75,321 - 75,3Z1
100  Total cash 75321 - 75,321
Accounts and notes receivables;
126 Accounis receivable-lenanly 436 - 136
1200 Tedal receivahles, net of allowances For doubllul accounts 436 - 436
Other current assets:
131 Envestments 178,060 - 178,060
142 Prepaid expenses 5,340 - 3,0
150 TOTAL CURRENT ASSETS 259 157 - 135,157
NOWNCURRENT ASSETS:
Fined aszets:
16 Land 15,604 - 13,604
162 Buildings _ 925,357 04,778 900,135
163 Fueniture, cquipment & machinery - dwellings 19,193 - 19,193
164 Purniture, euipment & machinery = adimicistration 36,785 - 20,785
165 Leasehold improvements 20,410 - 20410 |
156 Accumulzled depraciation {736,134} (3,220 {739.404)
160 Total fixed wsvels, net of accumulated depreciation 281,165 61558 132,723
180 TOTAL NONCURRENT AS3ETS 201,165 61,558 352,723
190 TOTAL ASSETS £ 550,322 5 51,358 T 611,880
——— ]

See accompanying notes to financial statements.
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IRON RIVER HOUSING COMMISSION

FINANCIAL DATA SCIIEDULE

Proprietary Fund
December 31, 2007
Low Rent Fublie 1ousing
Public Capital Fund
Line [term # Acrount Deseription Housing Program TOTAL
LIABRILITIE T ASSETS
LIARILITIES:
CURRENT 1IABILITIES
312 Accounts payable <90 days 3 7.167 £ - 5 7107
333 Accounts payable - ather government 5,549 - 5549
341 Temant securily deposits 7406 - 7,406
A0 TAUTAL CUREEN! LIABILITIES 20,061 - 20,062
350 TOTAL MONCTURREENT LIABILIIIES - - -
J00 TOTAL LIABILITIES 20,062 = 20,062
MET ASSETS

J08.1 Investrent in capital assets, net of relatad debt 291,185 61,358 352,723
3131 Unreslricted net assats 239,005 - 234095
511 TOTAL NET ASSETS . 330,260 61,558 501,818
500 TOTAL LIARILITIES AND NEL ASSETS § 550,322 b 61,558 I 611,680

See accompanying noies to financial statements.
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IRON RIVER HOUSING COMMISSION
FINANCIAL DATA SCHEDULE
Proprictary Fund
For the Year Ended December 31, 2007
Public
Low Rent Howsing
Public Capital Fund
Line Ttem # Aceount Deseription Housing Pragram TOTAL
REVENUES
703 Nel lenant renta) revenus £ 91633 5 - i 91033
704 Tenan( revenue - other 130 - 130
T0%  Todal tenant revenue 581,163 - 91,1463
706 HUD PHA grants 52,748 - 52,728
T06.1 Cupital grants - 64,778 64778
711 Ipvestment incoms - unresteicted Ra7e - 3478
T3 Cther revenus 114 - 114
7t TOTAL REVENUE 152,181 &, TTE 217,259
EXPENSES
Administrative:
911  Administrative salaries 14,440 - 14,440
912 Auvditing fres 3.000 - 3,300
915 Employee benefit contributions- zdministrative : 1,516 - 1,516
916 Other aperating- administative 11,054 - 11,054
Total Administrative 30,010 - 30,0)4
Tenant services:
924  Tenant services = other L112 - 1,112
hilities:
93] Water 11,173 - 1,173
032 Eleclricity 0,941 - 9,943
LN Gas 14,557 - 14,557
Total Utilities 35,673 - 35,673
Mauintznance:
941 Ordinary mainlenance and operations - lzbor _ 15,q43 - 15,643
942 Ordinary maintenanxe and operations - materials & other 2,910 - 2,910
943 Ordinary maintenance and operations - conteact costs 17,945 - 17,945
93  Employee benefit contribulions- urdinary maintenance 1,196 - 1,194
Total Malntenaneac 37604 - 37,044

Sce accompanying noles to financial statements,
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IRON RIVER IOUSING COMNISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

For the Year Ended December 31, 2007

Public
Low Renl Housing
Public Capifal Fund
Line ltem # Account Description Houxring Program TOTAL
Ueneral expenses;
261 Insurance premiums 5,653 - 5,653
961 Paymentin licn of taxes 5,549 - 5,549
Toral Genaral Expenses 11,202 - 11,202
Q9 TOTAL OPERATING EXPENSES 115,691 - 115,69!
I EXCESS OFCRATING REVENUE OVER
OPERATING CXPENSES 36,750 64,773 101,568
974 Deprecislion expense 32,250 3220 15,570
ann TOTAL EXPENSES 148,041 3,320 151,261
1000 EXCESS (DEFICIENCY) OF TOTAL REVENUE OVER
(UNDER) TOTAL EXPEMSES b3 4,440 $ 61558 £ 63,998
MEMO account infonmation
1103 Peginting equity $ 525820 s - § 525820
1120 Unit months available vz - inz
1121 Number of unil months leased EXL | - 370

See gocompanying notes to financial statements.
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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 WITH
GOVERNMENT AUDITING STANDARDS

Board of Commissicners
Iran River Housing Commission
Iron River, Michigan

We have audited the financial stalements of Iron River Housing Commission as of and for the year
ended December 31, 2007, and have issued our report thereon dated September 26, 2008. We
conducted our andit in accordance with auditing standards generally accepied in the United States of
America and the standards applicable to financial audits contained in Gavernment Auditing Stundards,
issued by the Comptroller General of the United States.

Internal Contro] Over ¥inancial Reporting

In plaiming and performing our audit, we considered Iron River ITousing Commisston’s internal control
over financial reporting as a basis tor designing our auditing procedures for the purpose of expressing
our opinion on the financial statements, but netl for the purpose of expressing an opinion on the
etfectivencss of Iron River Housing Commission’s intemnal coniral over tinancial reporting,
Accordingly, we do not express an opinion on the effeclivensss of Iron River Housing Commission’s

E iniernal control over financial reporting,

§ A control deficiency exists when the design or operation of a control does not allow management or
2 employces, in the normal course of petforming their assigned fimetions, 1o prevent or detect
g misstatements on a timely basis. A significant deliciency i3 a control deficiency, or combination of
o contro| deficicncies, that adversely allects the cntity's ability to initiate, authorize, record, process, or
E report financial data reliably in accordance with generally accepted accounting principles such that
4 there is more than a remote likelihood that a misstatement of the entity’s fimancial statcments that is

more than inconsequential will not be prevenied or defected by the entity’s internal conirol. We
consider the deficiencies described in the accompanying Schedule of Findings and Responses as item
2007-1 to be significant deficiencies in internal control over financial reporting,

A mauterial weakmess is a significant deliciency, ot combination of sigmilicant deficiencies, that resulls
in more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Qur consideralion of internal control over financial reporting was for the limited purpose described in
Lhe first paragraph of this section and would not necessarily identify all deficiencies in internal contral
that might be significant deficioncies or material weakness. We did not identify any deficiencies in
internai conteol over financial reporting that we consider to be a material wealkness, as defined above.

Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Iron River Housing Commission™s
financial statements are [ree of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and gramts, noncompliance with which could have a direci and
matetial effect on the determination of financial statement amounts., However, providing an opinion on
compliance with those pravisions was not an ebjective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance that ate required o
be reported under Government Auditing Standards,
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This report ig intended solely for the information of the Board of Commissioners, management and the
Depariment of Housing and Urban Development and is not intended to be and should oot bs used by
anyone other than those specificd parties.

ANDERSON, TACKMAN & COMPANY, PLC
Certificd Public Accountants
Fron Mounfain, Michigan

September 26, 2008

26




AR

ANDERSON. TACKMAN

& COMPANY, PL.C.
CEFTIFIED PLBLIC ACCOUNARTS

TRON RIVER ITOUSING COMMISSION

SCHEDULE OF FINDINGS AND RESFONSES
For the Year Ended Deeember 31, 2007

FINDINGS — FINANCIAL STATEVIENT AUDIT

SIGMNIFICANT DEFICIENCIES

Finding 2007-1

Reportable Condition.

It was nofed during the audit that due (o ihe size of operations, the Commission did not
have adequate segregation of duties,

Criterig:
24 CFR 8520 rcquires the Commission is have effcctive internal controls and
accountability must be malnfained for all funds. To ensure effectivensss of internal
contro], adequate segregation of dutics should exist among those wha perform accounting
procedures and internal control activities over assels of the Commission. Although
segregation of duties is the most difficult lo uchieve in a Commissions of YOour size, it stiil
must be considered and addressed in an effective manner,

LCondition:
Although the Commission did nol have praper scgregation of duties, we noted thal
mitigating or compensating controla were not designed to reduce the risk of crrors or
irregularities.

Questioned Costs:

Notie

The existence of adequate segregation of duties would reduce the risk of errors and
irregularities that could affect the financial statements or custady of assets.

Cause.
The size of the Commission was the reason for the lack of segregation ot dufies.

Kecormendation:
The Commission’s mapagement along with its Board should design a system of internal
confrols that would contain mitigating controls that wouyld atiempt to address the lack of
segrepation of duties,

Managenent’s Resporse;
Management recognizes the importance of effective internal controls and the segregation of
duties, but is limiled due to the size of the Comimission. Management along with the Board
will attempt to design mitigating controls where it feels the cost will out way the benetit.
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