BALD HOUSING SION

REPORT ON FINANCIAL STATEMENTS
(with supplemental information)
For the Year Ended Septernber 30, 2007



CCATIFIEN PUBLIEG ACCOLNTANTS

ANDERSON, TACKMAN
& COMPANY, PL.C

AT

|

BALDWIN HOUSING COMMISSION

TABLE OF CONTENTS

Independent Auditors® Report........coon.mnenan.,

Management Discussion and Analysis......oeceevseeeeeeers
Financial Statements:

Statement of Net ABSEIS et ras e e s

Statement 0f ACHVIHES ..o

Statement of Revenues, Expenses, and Change in Net ASSE1S.......oo.ceeceeeeeeeeeeeensos

Statement of Cash Flows...................
Notes to the Financial Statements, ..........o.coooooomooooiosooooo
Supplemental Information:

Financial Data Schedule.......c..ommmrccnrineeeeeoeseee oo

Federa] Andit Reports.......c.cc.ovvrnnnnns

. 13-19

. 21-28

L

g
il

v 3=

- 5-3

- 10

- 11

. 12




y__\
ARW ANDERSON, TACKMAN & COMPANY, P.L.C.
n‘ CERTIFIED PUBULIC ACCOUNTANTS

|". : ):?.I' y (ﬁ.;’l.r/ ' I_r fer £ "f)'r{ {' _z'{'f('r ot (D 'lr'r:r".?:i"'r/‘f ELOEA A 4 -'r-'. Lunrade iia

Principals - feon MoLnlan Manmber pf. o
david J. Jahrson SPA Pregie Compan g5 Frachce Seclion
Sha e . EGzon. CPA Amencan Fastiinte of Ceritied

Akl o Accaurlants

INDEPENDENT AUDITORS' REPORT
send Sl SN ALYV ORS REPORT

Beard of Commissioners
Baldwin Housing Commission
Baidwin, Michigan

We have andited the accompanying financial statements of the business-type activities of the Baldwin
Housing Commission, a component unit of the Village of Baldwin, Michigan, as of and for the year
ended September 30, 2007, which collectivefy comprise the Commission’s basic financial statements
as listed m the Table of Contents. These financial statements are the responsibility of the
Commission’s management. Our responsibility is 10 express an opinion on these financial statements
based on our audit,

We conducted our andit in accordance with the auditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the Unifed States. Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the financial statements are
tree of material misstatement. An audit includes EXAMIning, on a test basis, evidence supporting the
amounts and disclosures in the basic financial statements, An avdit also inchides assessing the
accounting principles used and significant estimates made by management, as wel] as evalvating the
overali financial statements presentation. We believe that our audit provides a reasonable basis for
Cur Opiniorn,

I our opinion, the financial statements referred to sbove present fairly, in all material respects, the
respective financial position of the business-type activities of the Baldwin Housing Commission as of
September 30, 2007, and the respective changes in financial position and cash flows for the year then
ended in conformity with accounting principles generally accepted in the United States of America.

In accordance with Govarnmient Auditing Standerds, we have also issued our report dated June 13,
2008 on our consideration of the Baldwin Housing Commission’s internal control gver financial
reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing
of internal control over financial reporting and compiiance and the results of that testing, and oot to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Govermment Auditing Standards and should be
considered in assessing the results of our audit.

201 E. HUGHITT, F.O. BOX 828 IRON MOUNTAIN, MICHIGAN 49807 (806} 774-4300  FAX (506} 774-6926



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 generaily
accepted in the United States of America. We have applied certain limited procedures, which
consisted principally of inquiries of management regarding the methods of measvurement 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 an opinion on the financial statements that
collectively comprise the Baldwin Housing Commission’s basic financial statements. The Financial
Data Schedule is presented for the purpose of additional analysis as required by the U.S. Department
of Urban Housing and Development and is not a required part of the basic financial statements. The
accompanying schedule of expenditures of federal awards is presented for purposes of additional
analysis as required by the U.5. Office of Management and Budget Circular A-133, dudits of Siates,
Local Governments, and Non-Profit Organizations”, and is also oot a required part of the basic
financial statements of Baldwin Housing Commission. The Finaneial Data Schedule and the
Schedule of Expenditures of Federal Awards have been subjected to the anditing procedures applied
in the andit of the basic financial statements and, in our opinion, are fairly stated in all material
respects in relation to the basic financial statements taken as a whole,

&Lm &Lﬁmg@: 8 4. %

ANDERSON, TACKMAN & COMPANY, PLC
Centified Public Accountants
Iron Mountain, Michigan

June 13, 2008



MANAGEMENT DISCUSSION AND ANALYSIS {UNAUDITED)

Our discussion and analysis of the Baldwin Housing Commission’s financial performance provides an
overview of the financial activities for the year ended September 30, 2007. Please read it in conjunction
with the Commission’s financial statements, which begin on page 9.

FINANCIAL HIGERLIGHTS

- Net assets for the entire Commission were $2,857,273 for the year ended September 30, 2007
compared to £2,781,652 for the year ended September 30, 2006,

- The Commission’s operating reveaues totaled 51,146,694 for the year ended September 30, 2007 and
$1,089,508 for the year ended September 30, 2006, while opcrating expenses totaled £1.226.652 for
the year ended September 30, 2007 and §1,176,54% for the year ended September 30, 2006.

USING THIS REPORT

This annual report consists of a series of fnancial statements, The Statement of Net Asscts, Statement of
Activities, Stalement of Revenues, Expenses and Change in Net Assets, and the Statement of Cash Flows
(on pages ¢ to 12) provide information about the activities of the Commission as a whale ani present a
longer-term view of the Commissicn’s finances,

REPORTING THE COMMISSION AS A WHOLE

Our analysis of the Commission as a wholc begins on page 9, One of the most important questions asked
abuutthcCnrmmission’sﬁnanmsis“Isﬂ}eCummjssion,asawhnl:,beucrnﬁ‘orworseuﬁ‘asarmult of the
year's activitics™? The Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses,
andChangeinNetAmts,andtheSmmmntofCashF!uwsreponinfnnnaﬁunahnmtheCUmmissiunasa
whale and about its activities in a way that helps answer this question These statements include alf assets
and liabilities using the acerual basis of accounting, which is similar to the accounting used by most
private-sector companics. All of the current year's revenues and expenses are taken into aceount regardless
of when cash is received or paid. Thesetwusmemen:smpontthommisaion‘snerasm:sandchmgesin
them. You cen think of the Commission’s net assets — the difference between assets and liabilities — as one
way to measure the Commission’s financial heslth, ot financial position, Over time, increases or decreases
in the Commission’s net assets are onc indicater of whether its financia! health is improving or
deteriorating. Youwﬂlneadhmnsiﬂmo&mmﬁmciﬂ%mhmw,mhaschmgmmmc
population af low income angd elderly individuals.

In the Statement of Net Asscts, Statement of Activities, Statement of Revenues, Expenses, and Change in
Net Assets, and the Statement of Cash Flows, the Commission’s activities are reported as business-type
actvities;

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



REFORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS

Our apalysis of the Commission’s major activities begins on page 9. The financial statements provide
detailed information or all of the Commission’s activities, The Commission uses proprietary funds 1o
account for ifs activities. The methed 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 & proprietary fund. Proprietary funds are reported in the same way for
itsactiﬁtiﬁam:lamrepoﬂedintheﬂtﬂmtnfﬂﬂﬁsmandthsﬂu:mmtafkﬂmuﬁ,
Expenses, and Change in Net Assets.

THE COMMISSION AS A WHOLE

The Commission’s combined net assets for the year ended September 30, 2007 increased $75,621 from the
year ended September 30, 2006.

Table 1
NET ASSETS
Assety
September 30,
2007 2006
Current assets 5 945734 % 8R7.077
Capital assets (net) 1,978,139 1,976,017
Total assets 2,923,873 2,863,094
Linbflities
Current liabilities 53,235 B1,181
Noncurrent lizhilities 13,365 261
Total liabilities 66,600 £1,442
Net Asgrets
Invested in capital assets,
net of related deht 1,978,139 1,976,017
Restricted 62,513 -
Unrestricted B16,621 805,635
Net Assets 528587273 $2.781,652

Net assets of the Commission stood at $2,857,273 for the year ended September 30, 2007 compared to
$2,781,652 for the vear cnded September 30, 2006. Unrestricted net business aszets were $818,621 for the
year ended September 30, 2007 compared to $805,635 for the vear ended September 30, 2006. Restricted
net assets were 362,513 for the year ended September 30, 2007 compared to $0 for the year ended
September 30, 2006. In general, the Commission’s unrestricted net assets are used io fund operations of the
Commission. The change in current assets was largely due 1o a $37,565 increase in cash and a $31,817
increase in accounts receivable, while the decrease in current liabilities was largely due to a $4,335 decrease
in compensated absences and a $4,379 decrease in accounts payable.
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Table 2

CHANGE IN NET ASSETS
Year Ended September 30,
2007 2006
Revenues:
Program revenues:
Charges for serviges £ 213,853 § 222850
Program grants and subsidies 1,036,677 994,942
General revenues:
Other revenues 15,103 7,764
LUnrestricted investment eamnings 36,680 23,135
Total revenuss 1,302,313 1,248,691
Program Expenses:
{iperating expenses 1,226.6582 1,176,649
Chanpe in net assets 75,621 72,042
Net assets - beginning of periwd 2,781,652 2,709,610
Net assets - end of period £ 2,857,273 5 2,781,652

BUSINESS - TYPE ACTIVITIES

Revenues for the Commission totaled $1,302,313 for the year ended September 30, 2007 compared to
$1,248,691 for the year ended Scptember 30, 2006. The Commission’s average unit months Jeased on a
monthly basis had increased during the current year. In addition, HUD operating funds and capital funding
grants kad increased during the current year. The Commission depends on HUD operating and capital
mntsmassistinmveﬁngitsnp:mﬁngﬂxpcnm.Thcincrmseinnpmaﬁng:xpmwwaslargc!ymmtua
$8,235 increase in administrative expenses, a $7,828 decrease in utilities, a $14,719 increass in maintenance
expenses, and a $5,860 increase in general expenses,



CAPTTAL ASSETS
Capital Aszets
The Commission had $3,846,855 invested in a variety of capital assets including land, equipment and

buildings for the year ended September 30, 2007 compared to $3,732,506 for the year ended September 30,
2006,

Table 3
CAPITAL ASSETS
Business - Type Activity
September 30,
2007 2006

Land and improvements % 623032 § 623032
Building and improvernents 2,042 134 2,778,587
Equipment 236,741 221,425
Construction in progress 44 948 109,462

Total 3,845,855 3,732,506
Less accurnulated depreciation (1,868,716) {1,756,489)

NET CAPITAL ASSETS $1,978,139 $1.976,017

The Commission invested $126,601 in capital assets duripg the year ended September 30, 2007.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Commission’s appointed officials considered many factors when sctting the budget for the fiscal year
2007/2008. The current availability of low income and eldetly tepants has been a major contributing factor
in establishing the budgeted amounts. In the upcoming year, we do not anticipate any significant change in
the oceupancy rate and availability of new tepants that will provide any substaotial increase in revenues,
There continues to be a varicty of inflationaty cost and expense jssues cut of the control of the Commission.
All of these were taken into consideration during the 2007/2008 budget process.

CONTACTING TBE COMMISSION’S FINANCIAT, MANAGEMENT

This financial report is desipned to provide the readers with a general overview of the Commission’s
finances and to show the Commission’s accountability for the money it receives. If yon have questions
about this report or need additional finaneial information, contact the Commission’s Executive Diirector,
Sylvia Calas, at 105 Fournier Drive, Baldwin, Michigan 49304, or call 231-745-7441.
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CURRENT ASSETS:
Cash and equivalents
Investmenis
Accounts receivahle
[nventory

Prepaid expenses

BALDWIN HOUSING COMMISSION

STATEMENT OF NET ASSETS
Proprictary Fund

September 30, 2007

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:

Capital assets

Less accumulated depreciation

NET CAPITAL ASSETS

TOTAL ASSETS

CURRENT LIABILITIES:

Accounts payable
Accrued liabilities

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETE:

Investment in capitel assets, net of related debt

Restricted net az=ets
Unrestricted net assets

MET ASEETS

The accompanying notes to financial statements are an integral part of thiz statement,
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BALDWIN HOUSING COMMISSION

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

For the Year Ended September 30, 2007

OPERATING REVENUES:
Tenant revenue

Program grants-subsidies
Other income

TOTAL OPERATING REVENUES

OPERATING EXPENSES:
Administration
Tenznt services
Utilities
Maintenance
General
Other expenses
Housing assistance payments
Depreciation

TOTAL OPERATING EXPENSES

OPERATING (LOSS)

NONOPERATING REVENIIES AND {EXPENSES):
Capital grants
Interest income

TOTAL NONOPERATING REVENUES AND (EXPENSES)
CHANGE IN NET ASSETS

NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

The accompanying notes to financial statements are an integral part of this statement,
i1

$ 213853
017,738

—. 15,1083

H 694

173,231
438
103,872
134,955
39,950
5,147
644,580

24,479
1.226.692
(79,998)

118,939
36,680

155,619
75,621
2 652

$2.857273
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BALDWIN HOUSING COMMISSION

STATEMENT OF CASH FLOWS
Proprietary Fend

For the Year Ended September 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from grants and subsidies
Cash payments to suppliers for goods apd services
Cash payments for wages and related benefits
Cash payments for payment in liey of taxes
Cther receipts

NET CASH PROVIDED FROM OPERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital grants
Acmquigition of capital assets

NET CASH (UUSED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of invesiments
Investment income

NET CASH PROVIDED FROM INVESTING ACTIVITIES

NET INCREASE IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS, BEGINNING OF YEAR
CASH AND EQUIVALENTS, END OF YEAR

RECONCILIATION OF QPERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
Operating income {lozs)
Adjustments to reconcile operating income to net
cash provided by cperating activities:
Depreciation
Changes in aszetz and liabilities:
Drecrease (Increase) in receivables
Decrease (lncrease) in inventory
Decrease (Increase) in prepaid expenses
Increase (Decreass) in accounts payable
Increase (Decrease) in accrued liabilides

NET CASH PROVIDED FROM OPERATING ACTIVITIES

The accompanying notes to financial statements are an integral part of this statement.
12

$ 217,117
854,144
{8334,493)
(220,544)
(9,856)
15,103

11471

118,939

(126,601)

(7.662)

{2,595
36,351

33,756

37,565

_ 532007

¥ 560572

b (79998}

124 479

(20,330)

{107}
2,269

{4,379}

10463

¥ 11,471
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BALDWIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 30, 2007

‘i NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

TEE REPORTING ENTITY

The Baldwin Housing Commission {Commission) was formed by the Village of Baldwin,
l Michigan under Public Act 18 of 1933 of the State of Michigen. The Commission operates
under a Board of Commissioners appointed by the Village.

The Commission manapes 86 units of low rent public housing and 180 section 8 vouchers, of
which, for financial reporting purposes, includes all of the activities relevant to its operations,

Component Uit

In gvaluating how to define the Commisgion for financial reporting purposes, management has "
considered all potential component units. The decision to include a potential component unit in
the reporting entity was made by applying the criteria set forth in GASB Statement #14, The
Financial Reporting Entity and as amended by GASB Statement #39,

The criteria established by the Governmental Accounting Standards Board for determining the
various governmental organizations to be included in the reporting entity’s financial statements
include budget adoption, taxing authority, funding, appointment of the respective governing
board, and scope of pubiic service.

Based on the foregoing criteria, it was determined that there are no component units of the
I Baldwin Housing Commission, but the Baldwin Commission is g component unit of the Villape
of Baldwin, Michigan.

The acconnting policies of the Commission conform to acconnting principles generzally accepted
in the United States of Ametica. The following is a summary of such significant policies,

BASIS OF PRESENTATION

l The Commission presents its financiel statements in accordance with Governmental Accounting
Standards Board (GASB) Statement No. 34.

Government-Wide Finsncial Statsments:

The Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses and |
| Change in Net Assets, and the Statement of Cash Flows display information about the
Commission 25 a whole. They include sll business-type activities of the Commissioen.
Business-type activities are financed in whole or in part by fees charged to external parties for
goods or services.

13 _I'
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BALDWIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 30, 2007
(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (C ontinned)

BASIS OF PRESENTATION (Continned)
Eroprietary Fund

Proprietary Funds are used to account for operations, (a) which are financed angd 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 senvices to the general public ona
continuing basis be financed or recovered primarily through user charges; or (b) where the
governing body has decided that periodic determination of revenues carned, expenses incurred,
and/or net income is appropriate for capital maintenance, public policy, management control,
gccountability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING
e Vo AN Dadia Uk ALLOUNTING

Measurement focus is a term used to describe “which” transactions are recorded within the
various financial statements. Basis of accounting refers to “when™ transactions are recordsd
regardless of the measurement focus applied.

Measvrement Focus:

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

a. The Commission utilizes an “econpmic 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, associsted with thelr activities are
reported,

Basi Accountj

The Statement of Net Assets, Statement of Activities, Statement of Revenues, Expenses and
Change in Net Assets, and Statement of Cash Flows are presented using the accrual basis of
accounting. Undet the accrual basis of accounting, revenues are recognized when earmed and
expenses are recorded when the liability is incurred or economic asset used. Revenues,
expenses, gains, losses, assets, and lighilities resulting from exchange and eXchange-like
transactions 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 FASR Statements and Interpretations that were issued on or after
November 30, 1989, except those that conflict with a (GASB pronouncenent.

14
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BALDWIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 34, 2007
(Continued}

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

ASSETS, LIABILITIES AND NET ASSETS

i

1o}

Cash and Fquivalents ~ The Commission®s cash and cash equivalents, as reported in the
Statement of Cash Flows and the Statement of Net Assets, are considered 1o be cash on
hand, demand deposits, and short-term investments with maturities of three months or less,

Receivables — All receivables are reported at their gross value and, where appropriate, are
reduced by the estimated portion that is expected 1o be uncollectible.

Dre to and Pue From Other Programs — Interprogram receivables and payables arise from
interprogram transactions and are recorded by all funds affected in the pericd in which
transactions are executed.

Cepital Assets — Capital assets purchased or acquired are capitalized at historical 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
materially extend asset lives are pot capitalized Improvements are capitalized and
depreciated over the remaining useful lives of the related capital assets,

Diepreciation on ail assets is provided on the straighi-line basis over the estimated usefu]
lives as follows:

Buildings and improvements 1040 years
Fumniture and other equipment 5-10 years

The Commission has adepted a capitalization policy for capital assets of $500 per item,
Coptpepsated Absences - It is the Commission’s policy to permit employees to accemulate
a limited amount of earned but wonsed sick leave and vacation days, which will be paid to
employees upon separation from the Commission. The cost of vested sick leave and
vacation days are recognized as an expense as earned by the employees.

Equity Classjfication

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

1. Invested in capital assets — Consists of capital assets, net of accumulated
depreciation.

2, Restricted pet assets — Consists of Housing Assistance Payments (HAFP)
received from HUD in excess of payments paid to landiords. These excess
funds can only be used for future HAP to Jandlords.

15
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NOTES TO FINANCIAL STATEMENTS
September 30, 2007
{Continued})

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continoed)

ASSETS. LIABILITIES AND NET ASSETS (Continued)

3 Unrestricted net assets — All other net assets that do not meet the definition
of “restnicted” or “invested in capital assets, net of related debt.”

REVENITES AND EXPENSES

Operating revenues and expenses are those that result from providing services and producing
and delivering goods and/or services, It also includes all revenve and expenses not rejated to
capital and related financing, noncapital financing, or investing activities. Expenses are
classified by operating and nonoperating and are subclassifjed by function, such as salarjes,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interprogram Activity:

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

The transfers of cash between the various Authority programs are reported separately from
revenues and expenses as operating transfers in or (out), unless they represent temporary
advances that are to be repaid, in which case, they are carried as assets and liabilities of the
advancing or borrowing program,

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

Budgets and Budgetary Accounting:

Budgets are adopted on z basis prescribed or permitted by the Department of Housing and Urban
Development. All annuzl appropriations lapse at fiscal vear end. The Commission follows
these procedures in establishing the budgetary date reflected in the financial statements:

1. The Director submits to the Board 2 proposed operating budget for the fiscal year
commencing on October 1™, The operating budget includes proposed expenses
and the means of financing them. Prior to September 30%, the budget is legally
adopted by Board resolution,

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

3. The budget has been amended. Supplemental appropriations were made during
the year with the [ast one approved prior to September 307

: al
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BALDWIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 30, 2007
{Continued)

NOTE B - CASH AND INVESTMENTS

Cash and Equivalents
The Commission’s cash and equivalents, as reported in the Statement of Net Assets, consisted of
the following:
Checking accounts 3 325479
Savings accounts 244,093
TOTAL $ 569,572

Cusiodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
Commission’s deposits may not be returned. As of September 30, 2007, the Commission held
cash and equivalents in excess of F.[L.LC. insurance in the amount of $387,876 which were fully
collateralized by governmental securities having a fair market value of $750,000,

Yestmen

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

following:
(Investment Maturities in Years)
Fair Less Than
Investment Type Value 1 Year 1-5 Years
Certificates of Deposit $215212 $305.212 $10,000

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

Michigan statutes authorize the Commission to invest in bonds, other direct obligations and
repurchase agreements of the United States, cetificates of deposit, savings accounts, deposit
accounts or receipts of @ bank which is 2 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 the State of Michigan and its political subdivisions, external
Investinent pools, and certain mutual funds.

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
Commission’s investments may not be returned. As of September 30, 2007, the Commission
held investments in excess of F.D.LC. insurance in the amount of $101,064 which were fully
coliateralized by governmental securities having a fair market value of $750,000.
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BALDWIN HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
September 30, 2007
(Continued)

NOTE B - CASH AND INVESTMENTS {Continuwed)

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 doss not have a formal investment policy that limits
investment maturities as 2 means of managing s exposure to fair value losses arising from
increasing interest rates.

Credir Risk. Credit risk is the risk that an issuer or other party t¢ an investment will oot 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 accordance with statutory authority,

Concentration of Credit Risk. The Commission places go limit on the amount the Commission
may invest in one issuer. However, the Commission is required to have ail funds in excess of
insured amounts to be collaterzlized. The Commission’s investments and balances are with the

following financial institution:
Huntington Bank, Reed City, MI $100,000
National City Bank, Baldwin, MI 160,000
Lake Osceola Bank, Baldwin, MI 115212
Total $315212

NOTE C - CAPITAL ASSETS

A sumnary of capital assets as of September 30, 2007 1s as follows:

Balance Balance

10-1486 Additions Deletions 9-30-07
Land and improvements $ 623032 § - 8 - % 623032
Building and improvements 2,778,587 260,285 (96,738) 2,942,134
Equipment 221,425 35,018 (19,702) 236,741
Construetion in progress 109 462 44 048 _(109.462) 44,9438

3,732,506 § 340251 $(225.902) 3,846,855

Accumulated depreciation  _(1,756489) $ (124479) $ 12252  (1,868.716)

Net capital assets 1,976,017 $ 1,978,139

Depreciation expense for the year was $124.476.
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NOTES TO FINANCIAL STATEMENTS
September 30, 2007
(Continued}

NOTE D - RISK MANAGEMENT

The Commission is exposed to varions risks of loss related to torts; theft of, damage to, and
destruction of assets; emors and omissions; injuries to employees; and natural disasters. The
Commission maintains commercial insurance covering each of those risks of loss.
Management believes such coverage is sufficient to preclude any significant uninsured losses to
the Commission. Settled claims have not exceeded this commercial coverage in any of the past
three fiscal 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 reported amounts of assets and liabilities and disclosure of
contingent assets and linbilities at the date of the financial statements, and the reported amounts

of revenues and expenses during the reporting period. Actual results could differ from those
estimates.

NOTE F - YULNERABILITY DUE TO CERTAIN CONCENTRATIDNS

The Commission is dependent upon the Department of Housing and Urban Development
(HUD) to fund its operations through opersting subsidies and capital funding prants. Total
revenues for the year ended September 30, 2007 totaled $1,302,311 of which 51,036,677 or
79.6% was from HUD subsidies and grants.

The operations of the project are subject to rules and regulations of HUD. These rules and
regulations are subject to change. Such changes may occur with short notice and could create a
lack of funding to pay for operational related costs, including the additional adminjstrative
burden to comply with the changes.

NOTE G - RETIREMENT PLAN

The Commission has established 2 SEP-IRA plan in which the Commission contributes 5% of
qualified wages. To be eligible, an employee must have twelve continyous months of service.
The Commission’s contributions to the Plan during the year amounted te $10,514.
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CLAT FIED FPUROC ACCODUNTANTS

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

Board of Commissioners
Baldwin Housing Commission
Baldwin, Michigan

We have audited the financial statements of Baldwin Housing Commission as of and for the year ended
September 30, 2007, and have issued our report thereon dated June 13, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States,

Internal Control Over Financial Reporting

In planning and performing owr zudit, we considered Baldwin Housing Commission’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial staternents, but not for the purpose of eXpressing an opinion on the effectiveness
of Baldwin Housing Commission's intemal control over financial reporting.  Accordingly, we do not
EXpress an opinion on the effectiveness of Baldwin Housing Commission’s internal control over financial
IEpohimg.

A contro] deficiency exists when the design or operation of @ control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect
russtatements on a timely basis. A sigrificant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects the entity’s ability to 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 thanp
inconsequential will not be prevented or detected by the entity’s internal control.

A material weakmess is a significant deficiency, or combination of significant deficiencies, that results 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.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal contro] that
might be significant deficiencies or material weakness. We did not identify any deficiencies in internal
control over financial reporting that we consider to be a material weakmess, as defined above.

ompli 4} Matters

As part of obtaining reasonable assurance about whether the Baldwin Housing Commission’s Sinancial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grants, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not zn objective of our audit and, accordingly, we do not express
such an opinion. The results of our tests disclosed no instances of noncompliance that are reguired 1o be
reported under Government Auditing Standards.
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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 intended solely for the information of the Board of Commissicners, management and the
Department of Housing and Urban Development and is not intended to be and should not be used by
anyone other than these specified parties.

M&IG.%

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

June 13, 2004

COR™ MIED PIAALIE RCOOUNTANTS

ANDERSON, TACKMAN
& COMPANY, PLC

. 1
F A\ §
A




ANDERSON, TACKMAN
& COMPANY, P.L.C.

P

CERTIF'ED FUDHIC ACCOUN T AMTS

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OME CIRCULAR A-133

Board of Commissioners
Baldwin Housing Commission
Baldwin, Michigan

Compliznce

We have audited the compliance of Baldwin Housing Commission with the types of compliance
requirernents described in the “U.S. Office of Management and Budget (CMB) Circuiar 4-133
Compliance Supplement” that are applicable to each of its major federal proprams for the year ended
September 30, 2007. Baldwin Housing Commission’s major federal programs are identified in the
summery of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal proprams is the responsibility of Baldwin Housing Commission’s management. Our
responsibility is to express an opinion on Baldwin Housing Commission’s compliance based on our audit,

We conducted our audit of compliance in accordance with auditing standards penerally accepted in the
United States of America; the standards applicable to financial sudits contained in Government Auditing
Standards, issued by the Comptroller General of the United States: and OMB Circular A-133, Audits of
Stares, Local Governments, and Non-Prafit Organizations. Those standards and OMB Circalar A-]33
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to ahove that could have a direct and materia] effect
on 2 major federal program occurred. An audit includes examining, on z test basis, evidence about
Baldwin Housing Commission’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We belisve that our andit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination on Baldwin Housing
Commission’s compliance with those requirements.

In our opimion Baldwin Housing Commission complied, in all material respects, with the requirements
referred to above that are applicable to each of its major federal programs for the year ended September
30, 2007.

Internal Contrgl Qver Compliance

The management of Baldwin Housing Commission is responsible for establishing and maintaining
effective internal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our avdit, we considered Baldwin Housing
Commission’s internal control over compliance with requirements that could have a direct and material
effect on a major federal program in order to determine our anditing procedures for the purpose of
expressing ouf opinion on compliance, bui not for the purpose of expressing &n opinion on the
effectiveness of internal control over compliance. Accordingly, we do not €Xpress an opinion on the
effectiveness of Baldwin Housing Commission’s internal control over compliance.
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ANDERSON, TACKMAN

& COMPANY, PL.C.

CERTITIED Pl A500asTaN ™S

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133
(Continoued)

A control deficiency in an entity’s internal control over compliance exists when the design or operation of
a control does not allow management or employees, in the nomal course of performing their assigned
functions, to prevent or detect noncompliance with a type of compliance requirement of a federal program
on a timely besis. A significant deficiency is & control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is more than a
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that materizl noncompliance with a type of compliznce requirement of a
federal program will not be prevented or detected by the entity’s internal control,

Our consideration of the internal control over compliznce was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that

might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over compliance that we consider to be material weaknesses, as defined above.

This report is intended solely for the information and use of the audit committee, manzgement and federal
awarding agencies and is not intended to be and should not be used by anyone other than these specified

M@M&l d, %

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

Tune 13, 2008
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

CERTIFIED PUBLIC ATCSIUNMIANTS

BALDWIN HOUSING COMMISSION

For the Year Ended September 30, 2007

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Federal Expensed 9-30-07
Federal Grantor/Pass CFDA Award as of Faderal
Through Grantor Number Amount 9-30-06  Expenditures
Operating Subsidy 14,850 £ 140,635 ¥ - 5 140,835
Hoeusing Choice Vouchers 14 871 ¥ 752,103 3 - § 752103
Capital Funding 14,872

501044 $ 124397 $ 95263 5 29134
501-05 106,444 61,587 d4dq 857
501-G6 0d 157 g 69,948

324998 $ 156,850 3 143,939

Total Department of Housing and Urban Development $1,036,677
TOTAL FEDERAIL EXPENDITURES $1,036,677

See accompanying notes to the schedule of expenditures of federal awards,
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ANDERSON, TACKMAN

& COMPANY, P.L.C.

GERTIFIED FUOLIC ACCHINTANTS

BALDWIN HOUSING COMMI N
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Year Ended September 30, 2007 ‘|

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Baldwin Housing Commission and is presented on the accrual basis of accounting,
The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

NOTE B - COST REFORTS

Meanagement has reported the expenditures in the Schedule of Expenditures of Federal Awards |
equal to those amounts reported in the modernization cost reports.
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& COMPANY, PL.C.
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CERTIFIED TUBLIC ACCOLUNTANTS

BALDWIN HOUSING COMMISSION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Year Ended September 30, 2007

ll SUMMARY OF AUDITORS' RESULTS

1. The auditors’ report expresses an unqualified opinion of the peneral purpose financial statements of
the Baldwin Housing Commission.

2. There were no significant deficiencies relating to the audit of the general purpose financial
statements.

3. There were no instances of noncompliance material to the genera! purpose financial statements of
the Baldwin Housing Commission.

4. There were no significant deficiencies relating to the andit of the major federal award programs as
reported in the Report on Compliance with Requirements Applicable to Each Major Program and
Internzl Controi over Compliance in Accordance with OMB Circular A-133.

3. The auditors' report on compliance for the major federal award programs for the Baldwin Housing
Commission expresses an unqualified opizion.

6.  There were no audit findings relative to the major federal award programs for the Baldwin Housing
Commission.

=

The programs tested as major programs inciuded:
A. Housing Choice Vouchers — CFDA 14.871

8. The threshold for distinguishing Types A and B programs was $300,000.

9. Baldwin Housing Commission was determined 1o be a low-risk auditee.
FINDINGS — FINANCIAL STATEMENT AUDIT
" I. MNone.
FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT
1. None.
PRIOR FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

1, None,
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