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INDEPENDENT AUDITORS' REPORT

Board ol Commissioners
Eastpointe Hounsing Commission
Eastpoinie, Michigan

We have audited the accompanying [inancial statements of the business-type activities of Lhe
Eastpointe Housing Commission, a componemt unit of the City of Eastpointe, Michigan, as of and for
the year ended June 30, 207, which collectively comprise the Commission's basic financial
statements as listed in the Table of Contants, These financial statements are the respansibility of the

Commission’s management Chr responsibility is to express an opinicn on these financial slatements
hased on cur audil,

We conducled cur audit in accordance wilh the auditing standards genernily accepted in the United
States of America and the standards applicable 1o financial audits contained in Governmtent Auditing
Standgards, issued by the Comptroller General of the United States. Those standards rexquire that we
plan and performn the audit lo obiain reasonable sssurance about whether the (inanciaf statements are
free of material misstatement. An audit includes examining, on a test basis, evidence supporting the
amounts and disclosures m the bosic finanoial stalements. An audit also includes assessing the
nccounting principles used and significant estimates made by manegement, as well as evaluating the

overall financial stalemenis presentation. We believe (hat ow aundit provides a rensonable basis for
our opinion.

In our opinion, the financial statements referred to above present fairly, in alt material respects, the
respective financial position of the business-type activities of the Eastpoinle Housing Commission as
of June 30, 2007, and the respective changes In financial posilion and cash flows for the year then
ended in eonformity with accounting priociples genernlly accepted in the United States of Americe.

In accordance with Grovernment Auditing Standords, we have also issued our report dated March 28,
2008 an our consideration of the Eastpointe Housing Commission’s infernal control aover financial
reperting end our tests of its compliance with certain provisions of laws, regulations, contracts and
grani agreements and other matters. The purpose of thet report is to describe the scape of our testing
of iniernal control over financial reporting and compliance and the reselts of that testing, and not to
provide an opinion on the inlemel controt over financial reporting or on compliance. That report is an

integral part of an eudit performed in acoordance with Goverrument Auditing Standards and should be
considered in assessing the results of our audil,

201 E. HUGHITT, P.O. BOX A28 {RON MOUNTAIN, MICHIGAN 40801 {906) 774-4300 FAX [906) 774-Ge26



The Management’s Discussion and Analysis cn pages 5 through 8 is nol a required panl of the
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America We have epplied certain limited procedures, which
consisted principally of inguiries of managemen! regarding the methods of measurement and
préesentation of the required supplementary informalion. However, we did not andit the information
and express no opinion on it.

Our avdit was conducted for the purpese of forming an opinion on the financia$ siatements that
collectively comprise the Eastpoinie Housing Commisston’s basic financial statements. The
Financial Dala Schedule is presented for the purpose of edditional analysis as required by the U.5.
Department of Urban Housing and Development and is nof a required part of the basic financial
statemenls. The accompanying schednle of expendituces of federal awards is presented for purposes
of addilional analysis as required by the U5, Office of Management and Budget Circular A-137,
Audits of States, Local Governmernts, and Non-Profit Organizations”, and is also nol a required part
of the basic financial statements of Easipoinic Housing Commission. The Financial Dnla Schedule
and the Schedule of Expenditures of Federal Awards have been subjecied Lo the auditing procodures
applied in lhs audit of the basic {inancial statemenis and, in our opinion, are fairly stated in all
material respects in relation to the basic financial statemenis taken as a whole,

wfhtdﬂ%

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

March 28, 2008



EASTPOINTE HOUSING COMMISSION
15701 East Nine Mile Rd.
Enstpointe, MI 48071

Jody Wenz, Execitive Direcior

As management of the Eastpointe Housing Commission we offer reviewers of this audit report this narrative
discussion and analysis af the Eastpoinie Housing Commission’s financial activities for the FYE 6/30/07. This
discussion and analysis letter of the Eastpointe Housing Coromission’s financial performance should be read in
conjunction with the audilor”s opinion letter and the following Financial Statements.

The combined financial slatements reflect all of the Commission's federally funded programs and aclivities in
one place. The Commission reports all its activitics end progrems using the Enterprise Fund type model. HUD
encourages PHAS Lo use this accounling method as it is norroally used to account for *business-type activities” —
activities similar to those found in the private sector. Enterprise Fund types uvse the accrual methed of
acoounting, the same accouniing method employed by most private-sector businesses. Under this method,
revenues and expenditures may be reported as such ¢ven though no cash transaction hes actuntly taken place.

Overview of the Financial Stalements

This annual report contains this Marnagement & Discussion Analysis report, the Basic Financial Statements end
the Notes to the Financial Starements. This repont also conteins the Financiel Date Schedule (FDS) as
referenced in the section of Supplemental Information. The Commiszion®s financial stelements arc presented as
fund linancial statements because the Commission only has proprietery funds.

Reguired Fingnrial Statements

The Stalement of Net Assets includes the Commission’s assets and liabilities and provides information about the
nature and amounis of investments in resources (assets) and obligations of the Commission ereditors (labilities).
It also provides the basis for evaluating the liquidity and financial flexibility of the Commission.

All of the current year’s revenues and expenses are accounted for in the Statement of Revenues, Expenses, and
Changes in Net Assets. This statement measures the success of the Commission's operations over the past year
and ¢an be usegd Ie delermine whether [he Commission has suecessfully recavered all its cosis through its nser
fess and other charges, profitability and credil worthiness.

The final required financial statement is the Statement of Cash Flows. The statement reports cash receipls, cash
payments, end net changes in cash resulting from operstions, investing and financing activities and provides
answers to such questions as where did cash ¢oms from, what was cash used for, and what was the change in the
cash balance during Lhe reporting period.



Notes ta the Financial Statemehis

The notes provide additional informalion thet is essenlial to a full understanding ol Ihe data provided in the basic
financial statemenis and provide more detailed data.

HOR

This repori also contains the Financial Data Schedunle (FDS) as referenced in the section of Supplemental
Information. HUD has established Uniform Finencial Reporting Standards that require Housing Commissians
to submit financial information electronically to HUD uging the FDS format. This financial information was
elecironically transmitted to the Real Estate Assessmenl Center (REAC) and is required to be included in the
audil reporting pockege,

The Financiel Data Schedule reports the Commission’s aperations in more detail. The Commission reports all
its acljvities using Enterprise fund types. These funds are vsed to shaw acliviligs that operate more like
commercial enterprises. The Financial Data Schedule is organized by the government Calslogue of Financial
Domestic Assistance (CFDA) numbers.

Eastpointe Housing Commission Progrems;

Low Rent Public Housing: Under this program, the Housing Commissicn rents units that il owns to low-income
elderly end family howscholds. This program is operated under an Annual Contributions Contract with HUD,

HUD pruvides Operating Subsidies to enable the Howsing Commission to lease these units a1 a rate that is based
on 30% of the houscheld income.

Capital Fimd Program: Under this program, the Housing Commission is awarded funds each year to usc for
Capital Needs. The Houging Commission alse has the ability to use vp to 20% of these funds, il nead be, to
supplement Operating Subsidies. This program is the primary funding source for physical improvements to its
properties.

Section 8 Housing Choice Voucher Program: Under this program, the Housing Comunission administers
contracts with independent landlards to provide housing for low-incoms households, These units are not owned
by the Housing Commission. The Housing Commission subsidizes the family’s rent vin a *Howsing Assislance
Payment” made directly to the landlord. HUD provides subsidy 1o the Housing Commission to enable the
Housing Commission to set the renla! rates at 30% of a participant’s income.

Entity-Wide Fin izhlights:

The following Federal Assistance was received during FYE 6/30/07.

Dollar Par Cent
L 6/30/07 | FYE &/3(:/06 Change Change

Public Housing Opersting Subsidy 262,561 243,028 19,533 8.04%
Capital Fund Program Grants 399,694 22,000 377,694 | 1716.79%
Sec. 8 Voucher 1010737 | 1,029,112 (18.375) -1.79%
Totsl 1,672,992 | 1,294,140 378,852 29.27%

The subsidy for Public Housing inereased. This increase is attributed to the implementation by HUD of the new
Operating Fund formula which took effect 1/147,

The increase in Capital Fund Program grenls is due to the implementation of a new comprehensive work project
that begen in September 2006. Details of the projecl follow later in this report
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Section 8 Voucher subsidy remained stabis, decreasing by just under 2%. The decrease is likely due ro the first
expiration on 11/1/06 of a new incremen! we received on 11/1/05. At that lime, the funding for these 40 unils
was then rolled in with the rest of our wnits.

The following represents chanpes in the Dalence Sheet:

Dallar Per Cent

EYE 6/30/07 | FYE 6/30/06 | Change Change
Cash & Investments 817,150 811,28} 5,875 {.72%
Tolal Current Assets 922.990 R64 078 39,952 6.92%
Fixed Assets, Net of Depreciation 3,887 567 3,756,701 110,866 1.48%
Totel Assels 4,810,557 4,620,739 189,818 4,11%
Toatal Corrent Liabilities 122,600 78,310 44,294 56.56%
Totel Long-Term Liabitilies 11,092 9.462 2,530 24, 74%
Total Liabilities 134,598 87,772 46,826 51.315%
Totad Equity/Net Assets 4,675,059 4,532,967 142,992 3.15%

Cash and Investments stayed relatively stable, increasimg by less than 1%.

Total Current Assets increased mainly due to the increase in HUD Accounls Receivable al 6/30/07. There was
alse a substanlial increase in Accrued Interest receivable due to the fact that we had approximately $100,000
more in investments as af 6/30/07 than at 6/30/06.

Fixed Assets increased by $405,613; this increase represents a comprehensive capitel project funded through the
Capital Fund Program. Although Fixed Assets increased by $405,613, this was ofiset by depreciation charges,
resulting in the net decrease stated in the above table,

Total Assets is simply the sum of Total Current Assets and Fixed Assets. No further sxplanation is needed.

There were small increases in almost all liability categories: Accounts payahle and payroll payable increased by
$3,400, a result of liming issues et 6/30/07. Compensated Absences increased by 32,800, Security deposils
increased by over 32,000, But the major cause of (he increase in tatal liabilities was the retention amount of our
Capital Fund Program project of $20,079 as of 6/30/)7. We had no such retention emount the preor {iscal year.

Total Long-Term Liabililies consists entirely of an amount (90% of the entire linbility) related lo Compensated
Absences.



Total Net Assets is comprised of two componenes: Invasled in Capital Assets, which mirrors the increase in
Fixed Asscts, Net of Depreciation as explained above, The other component is Unrestricted Net Assets, or what

used to be called Operating Reserves. This figure increased oversll due lo the Operating Income penerated by
the Public Housing and Section 8 Voucher Programs.

The following schedule compares the Revenues and Expenses for the current and prior fiscal years:

Starement of Reverues es, and Chariges in Nei
Duollar Par Cent
F 07 | EYE 6/30/06 Chanyre Change
Revenues:
Tenant Revenue 444,120 446,368 2,248) A.5%
Other Revenue 26,831 23,835 2,984 12.6%
Total PHA genemied Revenve 47,951 470,203 Ta8 0.2%
Operating Subsidies/Soft Cos1 Grant Eevenue 1,275,298 1,273,140 2,158 0.2%
Capital Grants (Hard costs) 357,694 21,000 | 376694 |  1793.8%
Total Revenne 2,143,943 1,764 343 372,600 21.5%
Expenses:
Administrative 286,179 257,327 28,852 11.2%
Tenant Services 5,289 6,052 {763) -12.6%
Utidities 219,372 202470 16,992 8.13%
Muinlenance 226,052 226,713 {61} -0.3%
General 32,083 13,649 {1,566) A.7%
Extraordinary Maintenance 15,907 29,003 (13,096) -45.2%
Casualty Losses 4,220 (4,220} =100.0%
Housing Assistance Payments 815,11l &88.791 246,320 15.8%
Degprecistion 280.792 272,103 8.689 3.2%
Tolal Expenses 2,000,785 1,720,128 280,457 16.3%
Net Inerease (Decrease) 143,158 44015

Revenues:

Eastpointe Housing Commission’s primary revenue sousces are subsidics and granis received by HUD,
Revenue received from HUD in FYE 6/30/07 for Public Housing and for Sec. 8 remained relatively flul overall
from FYE #/30/06 to 6/30/07, although 1here was a substential increase in the revenue received for the Capitad
Fund Program. For FYE 6/30/07, revenue generated by the Commission accounted for $465,945 {or 22% of
total revenue), while HUD contributions accounted for 51,672,992 {or 78% of toial revenuea). Investment
Income increased dve increased investment petivity,



Expenses:

Total Expenses [or FYE 6/30/06 were 1,720,328 while for FYE 6/30/07 the lolal was $2,000,785. This
represents a 16.3% increase in our Operating Costs. Most of the increase was attributable to increases in HAP
<05ts due to increased lease-up. Our average HAP cost also increased by approximately §35.00 per tenanl,

Utilities increased overall by 8.3%. The primary reason for this inciease is Water, Waoler increased by 43%
due ta the instefletion of new meterz by the Cily at the beginning of our fiscal year. With the installation of the
new meters, we saw our consumption sise by almost 50% over the old meters, with no change in cur portfolio.
We questioned the City about this, and they explained that the old meters were not performing properly and had
“slpwed down”, thus not aceurately recording our consnmption correctly. An more detaijed explanation by the
City regarding the water increase is on file in the Housing Commission office.

Administrative increased by 11.2%. Salaries incressed by approximately 5% due to annual rate increases.
Benefits increased by over 13% dus to the rising cost of health insurance. The adjustment for Compensated
Absences lability was negative in FYE 8/30/06, but positive as of 6/30/07, resulting i a difference of almost
£7.000. Miscellancous administretive cosls increased ns well, mainly due Io increased costs of oulmach
advertising.

Budget Analysis:

A Low Rent Public Housing Operatling Bodget for FYE 6/20/07 was presented (o and approved by the Board of
Commissioners. We had no reason to amend the budget during the fiscal vear. Actual results weee in line with
budgeled amouvnis.

Entity-Wide Operational Highlights:

The Easipointe Housing Commission provided the following housing {or low- income elderly and low-income
families:

FYE 6/30/07 | FYE 630406

Public Housing 164 164
Sec. § Voucher 171 171

During FYE 6/30/07, Eastpointe Housing Commission maintained a leese-up rale of 98.9% in ils Public
Housing Progrem, well in excess of HUD guidelines, We maintained a lease-np rate of 96.1% in its Section 8
program based on number of units. However, if based on dellar amounts, we spent more than 190% of the
HAP subsidy we received for the fiscal year,



During FYE 6/30/07, we began (and substantially fimished) comprehensive upgrades to the kitchens and
bathrooms all 100 apartments in Berry Manor. This included replacing ell countertops and side/backsplashes in
kitchen and bathroom arees, end replacing all flooring throughout Ihe kilchen end bathrmom areas of the
apartments.

Economlc Factors and Nexi Year’ d Rates

The Housing Commission iz primarily dependent wpon HUTLY for the funding of operarions as well as cepital
needs. Therefore, the Housing Commission 15 affected more by the Federel Budget than by local economic
conditions. The fanding of programs could be significanily affected by the Faderal Budget,

A fundamental finding of the Harvard Cost Study is that Public Housing Agencies have been, and continue to
be, woefully underfuaded by HUD. Yet, due to the federal budget crunch, HUD continues to only pay us only
a portion of the subaidy thal we are entitled to. Since we fully expect Lhis inadequale fuading pattern to
continue it is inevitable that cuts in services 1o our residents will have 1o be made.

Althongh the Housing Commission remains concemed ebout the future levels of HUD funding due to the slale
of the federal budget, we feel that, in the short term, we are both financially and operationally in a sirong
position to continue to provide safe, sanitary, and decent housing Lo our residents.

Request for [pformation

This financinl report is designed 10 provide a general overview of the Commission’s finances for all 1hose wilh
an inleresl in its finances. Queslions or comments concerning any of the information gontained in this reporl or
request for additional information should be directed to:

Jody Wenz, Executive Director
Eastpainte Housing Commission
15701 East Nine Mils Rd.
Eastpointe, Mi 48021
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ANDERSON, TACKMAN

EASTPOINTE HOUSING COMMISSION

STATEMENT OF NET ASSETS
Propriciary Fund

June 30, 2007

CURRENT ASSETS:
Cazh and equivalents 3 371,269
Accounts receivable 79,259
Investments 445 4487
Prepaid expenses 26,575
TOTAL CURRENT ASSETS e300
NONCURRENT ASSETS:
Capilal assels 7,434,049
Leas accumulaled depreciation £3.546.482%
MNET CAFITAL ASSETS A BET.567
TOTAL ASSETS B0, 55T
CURRENT LIABILITIES:
Accounts payable 11,852
Accrued liabiliteas 109,422
Conpensersd absences 1332
TOTAL CURRENT LIABILITIES 122,606
NONCURRENT LIABILITICS:
Compansated absences 11,552
TOTAL LIABILITIES -
MET ASSETS:
Investmerd in capital assels, net of related debt 3,887,567
Uirestricted el assets 748,392
MET ASSETS 3 4,675959

The accompanying notes 10 fineacial smeements are an integral part of (his statement.

11
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NDERSON, TACKMAN
& COMPANY, P.LC.

CERTIFIED PUBLIC ACCOUNTANTS

AR
Fau

EASTPOINTE HOUSING COMMISSION

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

For the Year Ended June 20, 2007

OPERATING REVENUES:
Tenant revenue
Progrem grants-subsidies
Otheer incomne
TOTAL OPERATING REVENUES
OPERATING EXPENSES.
Administration
Tenant servicas
Uilities
Maintenance
General
Extreordinary moinrenance
Honsing assistance payments
Depreciation

TOTAL OPERATING EXPENSES
OPERATING (LOSS)
MNONOPERATING REVENUES AND {EXPENSESY:

Capiin] grants
Inlerest income

TOTAL NONOPERATING REVENUES AND (EXPENSES)
CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

‘The accampanying notes to financial sratements are an integral part of this starement.
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$ 444,120
1,275,298
—1LEld

L73l

286,179
5,289
219,372
226,052
12,083
15,907
937,181

— 280790

2.002.85

(271,623}

397,694

17,08}

— 414,781

142,158

4 532 801
$ 4,675,059




& COMPANY, PL.C.
CERTIFIED PUBLIC ACCOUNTANTS

ANDERSON, TACKMAN

EASTIQINTE HOUSING COMMISSJON

STATEMENT OF CASH FLOWS
Proprietary Fuad

For the Year Ended Jume 34, 2007

CASH FLOWS FROM QOPERATING ACTIVITIES;
Cash received from customars
Cash received from grants and subsidics
Cash payments Lo suppliers for goods and services
Cnsh payments for wages and relared bensfirs
Otiher receipts

NET CASH PROVIDED FROM OPERATING ACTIVITIES

CASH FLOWS FROM CAFITAL AND RELATED FINANCING ACTTVITIES:

Capital grants
Acquisilion of capilal asssls

NET CASH (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Invesiment come

NET CASH (USED) BY INVESTING ACTIVITIES

NET (DECREASE) IN CASH AND ECUIVALENTS
CASH AND EQUIVALENTS, BEGINHING OF YEAR

CASH AND EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING INCOME TO NET
CASHPROVIDED BY OPERATING ACTIVITIES:
Operaling income (loss)
Adjustmenls to reconcile opeming income to net
cash provided by oporating activities:
Deprecigtion
Changes in assets and liabilitiss:
Decraase (Increase) in receivables
Decreass (Increase) in prepsid sxpenses
Increnss {Decrease) in accounts paysble
Increass (Decrease) in accrued liabililies

NET CASH PROVIDED FROM OPERATING ACTIVITIES

The sccompnnying noles to financial stalgments are an int2gra | part of Lhis statement,
14

$ 444,881
1,230,077
(1,322,074)
(351,325)
9,744

11,709

P64
(411,638)

13,964

(99,347)
8,536

(90.,811)
(93,472

154,741

5 371269

£ (27,623

280,792

(44,4600

(771}
210

17,153

2 1L303




ANDERSON, TACKMAN
& COMPANY, PL.C,
CERTIFED PUBLIC ADGOUNTANTS

A

EASTP & COMMISSEO

NOTES TO FINANCIAL STATEMENTS
June 30, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE REPORTING ENTITY

The Eastpointe Housing Commission {(Cemmission) was formed by the City of Eastpointe
under Public Act 18 of 1933 of the State of Michigan. The Commission operates vnder a
Board of Commissioners appointed by the City.

The Commission manages 164 units of low rent public housing end 160 section 8 vauchers of
which, for financial reporting purposss, includes all of the activities relevant to its operations.

Com nit

In evaluating how to define the Commission for financial reperting purposes, management fas
considered all potentiel component units. The decision to include a potential cornponent unit
in the reporting entity was made by applying the criteria sol Torth in GASB Statement #14, The
Financial Reporting Enrity and es amended by GASB Stalement #39,

The crileria established by the Governmental Accounting Stendards Boand for determining the
variops govemmentel organizations te be included in the reporling entity’s financial
statements inclode budget adoption, laxing authority, funding, appeintment of the respeclive
governing board, and scope of public setvice.

Bascd on the foregoing criteria, it was determined that there are na component unils of the
Eastpoime Housing Commission, butl the Eastpointe Cominission is & component unit of the
City of Enstpointe, Michigan.

The accounting policies of the Commission conform to accounling principles generally
accepled in Lhe United States of America The following is a semmaery of such signifecant
palicies.

BAS]S OF PRESENTATION

The Commission presents ils financial statements in accordonce with Governmental
Accountng $tandards Board (GASB) Strtement No. 34.

Governmenl-Wide Financial Statemenls:

The Sialement of Net Assets, Statemenl of Activities, Statement of Revenues, Expenses and
Change in Net Assets, and the Siatement of Cash Flows display information about the
Commission as a whole. They include all business-type activities of the Commission,
Business-type activities are financed in whole or in part by fees charged to external parties for
gonds of services.

15 : Q




ANDERSON, TACKMAN
& COMPANY, PL.C,
CEATIFIED FUBLIS ﬁ.!.’lIILINT.I'-NTS

EASTPOINTE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
Junc 30, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Contlnoed)

BASIS OF PRESENTATION (Confinued)
Proprietary Fund

Proprietary Funds are used to account for operetions, (2) which are finonced and operated in a
manner similar to privale business enlerprises - where the intent of the governing body is that
the costs {expenses, mcluding depreciation) of providing goods or services to the generl
public on a continuing basis be financed or recovered primarily through user charges; or (b)
where the governing body hes decided that periodic delermination of revenues emmed,
expenses incurred, andfor net income is appropriate for capital meintenanee, public policy,
management control, accountability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measuremen! focus is a term used to describe “which™ fransactions are recended within the
various financial statements. Basis of accounling refers to “when” wansactions are recorded
regardless of the measurement focus applied.

Measurement Focus:

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

a. The Commission utilizes an “economic resources” measuremenl focus, The
accounting objectives of this measurcment focus are the determination of
operaling income, changes in nef assets, financial position and cash flows. All
assets and liabilities, whether current or noncwrrent, associated with their
activilies are reporied.

unting:

The Statement of Nel Assets, Statement of Activitiez, Statement of Revenues, Expenses and
Change in Net Assets, and Statement of Cesh Flows are presented using Lhe accial basis of
accounting. Under the accrual basis of accounting, revenues are recognized when earned and
expenses are recorded when the liability is incumed or economic asset used. Revenues,
gxpenses, paina, losses, assets, and liabilities resulting [rom cxechange and exchange-like
transaclions are recognized when the exchange 1akes place.

As allowed by GASB Statement Na. 20, the Commission's business-iype activity follows all

GASB pronouncements and FASB Statements and Interpretations that were issued on or after
November 30, 1589, except those that conflict with a GASE pronouncemenl
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NOTES TO FINANCIAL STATEMENTS
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{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continwed)

SET AND

Cash and Equivalents — The Commission’s cash and cash cquivalents, as reported in the
Statement of Cash Flows and the Statemeni. of Nel Assels, are considered to be cash on

hand, demand deposits, and short-term investments with maturities of three months or
less.

Receivables — All receivables are reporicd al their gross velue and, where appropriate, are
teduced by he estimated portion that is expscted to be uncolleclible.

Due to_and Due From Other Progmms — Interprogram receivables and payables arise
from interprogram transactions end are recarded by all funds affected in the period in
which trensaclions are executed,

Capital Agscts — Capital assels purchased or acquired are capitalized at historcal cost or
estimated historical cost, Donated capitat assets are valued at their estimated fair meskel
value on the date received.

The costs of normal maintenence and repairs that do not add te the value of the asset or
materiglly extend asset lives are not capitalized. Improvements are capilalized and
depreciated over the remaining useful lives of the related cepitel assels.

Depreciation on all assels is provided on the straight-line basis over the estimated useful
lives as follows:

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

The Commission has adopted a capitalization policy for capilal asscts of $1,000 per ilem.

Compensaied Absences - I is the Commission’s policy to permit employees fo
accumulate 8 limited amount of camed but unused sick lesve and vacation days, which
will be peid to employees upon separalion [rom the Commission. The cost of vested sick
leave and vacation days are recognized as an expense as earned by the employess.

Equity Classj ign

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

1. Invested in capital assets — Consists of capiial assets, net of accumulated
depreciation.
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NOTES TO FINANCIAL STATEMENTS
June 2, 20067

{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

ASSETS, LIABILITIES AND NET ASSETS (Continned)

2, Unresiricted net assets — All other nst assets [hat do nol meet the
definition of “resiricted” or “invested in capital assets, net of related
debt.”

UES 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 revenue and expenses not relaled to
capital and related financing, noncapital financing, or investing activites. Expenses are
classified by operating and nonopeteting and are subclassified by function, such as salaries,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICTES
[ojerprogram Activity:

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

The tmnsfers of cash between the various Authority programs are reparnted separately from
revenues and expenses as operating transfers in or (out}, wmless they reprasent temporary
mdvances that are to be repaid, in which case, they are carried as assets and linbilities of the
advancing or borrowing program.

Interprogram receivables and payables are eliminaled fram the Statement of Net Assels.

Budgets and Budgetary Accounting;

Budgets are ndopied on a basis prescribed or permitted by the Depariment of Housing and
Urban Development. All annual gppropriations lapse at fiscal year end. The Commission

follows these procedures in estahlishing the budgetary dale reflected in the financial
slatements:

l. The Director submits to Lhe Board o proposed operating budget for the fscal
year commencing on July 1*. The operating budget includes proposed expenses
and the means of financing them. Prior to June 30%, the budgsst is legally
adopted by Board rezolulion.

2, Formal budgetary integration is employed as a managemenl contral device
during the year.

3. The budget has been amended. Supplemental eppropriations were made during
the year with the last one approved priar to June 30™.
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{Continued)

NOTE B - CASH AND INVESTMENTS

Cash and Equivalen

The Commission’s cesh and equivalents, as reporied in the Statement of Net Assels, consisted
of the following:

Petty cash $ 150
Checking accounts 361,252
Money market acconnts 0,847

TOTAL $37],265

Custodial Credit Risk. Cuslodisl credit risk is the risk that in the event of a bank failure, the
Commission’s deposits may not be returned. As of June 30, 2007, the Commission held cash
end equivalents in excess of insured mmoums of $255,954 of which $200,000 wers
collatmralized with a federal bond and $55,954 was uninsured and uncolleteralized.

Investments

The Commission’s investments, as reported in ihe Stetement of Net Assets, consisted of the
following:

{Investment Matyerilies in Years)

Fair Less Than
ent [ Yalye I Year 1-5 Years
Federal Obligations $445.887  $346.540 $99.247

Invesiments are recorded at fair markel value, which is basex on quoled market prices,

Michigan statutes authorize the Commission 1o invest in bonds, other direct obligations and
repurchase agreemenls of the United States, certificates of deposit, savings accounts, deposit
accounts or receipts of a bank which is a member of the FDIC, commercial paper rated at the
fime of purchase within the two highest classifications established by not lsss than two
standard rating services and matures within 270 days of date of purchase, bankers’ acceptances

of United States banks, cbligations of the State of Michigan and its political subdivisions,
external investment pools, and certain mutxal funds.

Custadial Credit Risk. Custodial credit risk is the risk that in the event of & bank faihwe, the

Commission's investments mey not be returmed, As of Jupe 30, 2007, the Commission’s
investments were nof exposed to credit risk, due to them being fully insured,
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NOTES TO FINANCIAL STATEMENTS
June 30, 2007
{Continued)

NOTE B - CASH AND INVESTMENTS (Continued)

Interest Rate Risk Interest rote risk is the risk thet changes in inferest rates will adversely
affect the fair value of the Commission’s investments. State law limits the allowable
investmenls as described above. The Commission dees not have a formal investment policy
that limits investment maturitics as a means of managing its exposure to fair value losses
arising from increasing intercsi mies,

Credit Risk Credit risk is the risk thar an issuer ar olher party to an investmenl will not fulfill
its obligations. The Commission has no investment policy limiting ils investments in eXcess
of state [aw on investment credil. Ratings are not required for the Commission’s invesiments
outlined above. The Commission’s investmenls are in nccardance with séatutory authority.

NOTE C - CAPITAL ASSETS

E d% A summary of capital assets as of June 30, 2007 is as follows:
=0Q
o =l
H I‘-LE Balance Balance
= ;"; 7-1-06 Addilions Deletions 6-30-07
-
n m
£
§ §a Land $ 239525 § - 8 - § 219,523
e E Buitding end improvements 6,493,082 246,994 - 6,740,077
i Equipment 274,828 4,660 (6,045) 273,443
- Consiruction in progress 21,000 1 BG,004 (20,000} 181,004
E: 7,028,436 3 431658 26045 7,434,049

e —

Accumulated deprecintion (3271,735) $(280792) §_ 6045  (3.516482)

Net copital assets $3,756.701 $3.887.567

Deprecialion expense for the yerr was $280,792.
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EASTPOINTE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
June 30, 2007
(Confineed)

NOTE D - RISK MANAGEMENT

The Commission is exposed to various risks of loss related fo lorts; theft of, damage to, and
destruction of assets: errars and emissiens; injuries to employees; and natural disesters. The
Commission maintains commerciol inswrance covering each of these risks of loss.
Management believes such coversge is sufficient to preclude any significant uninsured loases
1o the Commission. Setled claims have not exceeded this commerciat 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
pecepted in the United States of America, requires management i make estimates and
assumptions thet affect the reporied amounts of assets and liabilities and disclosure of
contingent asseis and liabilities al the date of the financial siatements, and the reported
amounts of revenues end expenses during the reporling period. Actual resvits could differ
from those estimates,

NOTE F - VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commission is dependent upon the Depurtmeni of Housing and Urban Developmenl

(MUD) to fund its opsrntions through operaling subsidies and capitat funding grants. Total

ANDERSON, TACKMAN
& COMPANY, PLC
CERTIFIED PUBLIC ACCOUNTANTS

revenues for the year ended June 30, 2007 1omled 52,148,325 of which §1,672,992 or 77.8%
was from HUD subsidies and granis.

The operations af Lhe project are subject Lo Tules and regulations of HUD. These rules and
regulations are subject to change. Such changes may occur wilh short notice and could create
a lack of funding to pay for aperational relaied costs, including the additional administrative
burden to comply with 1he changes.

NOTE G — PENSION PLAN

geription

The Commission’s delined benefit pension plan provides retirement, death, health end
disability benefits 1o plan members and beneficiaries. The Commission participates in the
Municipal Employees Retirement System of Michigan (MERS), an agent multiple-employer
plan sdministered hy the MERS Retirsment Board. Act No. 427 of Lhe Public Acts al 1984,
as amended, establishes and amends the bencfil provisions of the participants in MERS. The
Municipal Employees Retirement System of Michigan issues a publicty available financial
report thet includes finenciel sthiements and required supplementary informatior for MERS.
That repott may be oblained by writing to the Municipal Employees Retirement System af
Michigan, 1134 Municipal Way, Lansing, Michigan 48917 or by celling (800} 767-6177.
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NOTES TO FINANCIAL STATEMENTS
June 30, 2007
{Coatinued)

NOTE G — PENSION PLAN (Continued)
Funding Policy

The Commission is tequired to contribute at an actuarially determined rale, whick for the
enrrent year ranged from 17,54 to 31.13 percent. Employees ere not required o contribute to
the Plan. The confribulion requirements of the Commission are established and may be
amended by the MERS Retirement Board.

Annual Pensian Cost

For the vear ended June 30, 2007, the Commission’s annual pension cost of $193,704 for
MERS was equdf 1o the Commission’s required and actnal contributions, The required
contribution was determined as part of the December 21, 2006 actuarial valuation using the
entry age acivarisl cost method. The actuerial assumptiona included: (p) a rete of return on
the investment of present and future asseis of eight (B.0) percent; and (b) projected salary
increases af four and one-half (4.5) per cenl per year compounded annually based on
inflation, plus & percentage based an an age-related scale to reflecl meril, longevity and
promational selary increases. The actuarial value of MERS assets was determined on Lhe
basis of a valuation method that assumes (he fund earms the expecied mie of retumn and
includes an odjustment to r¢flect fair valve. The Cornmission’s unfunded actuanal accrued
liability is being amortized as a level percentage of projected payroll on an open basis, The
remaining amerlizalion period at December 31, 2006, the date of the latest acruarial
valuation, was 30 years,

Three-Y enr Tremd Information
Fiscal Annual Percentage Net
Year Pension of APC Pension
Ending Cost (APC) Contributed ipation
6/30/2005 7,504 1007 .
6/30/2006 18,0675 100% -
&A0F200T 18,141 100% -
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NOTE G - PENSION PLAN (Continued)

Actuarial
Yelunbon
Date

Sch unding Progress
(Dollar Amcuypts [n Thoussnds)

Actuarial Under
Accrued funded

Lisbility(AAL)  (AAL) Funded
Assets Eniry Apge (UAAL) Ratio

) (b-a) {ab)

Covered

Payrof]
{c)

12/31/2004
12/31/72005
12/31/2006

219,703 58,305 73.0%
276,328 17433 72.0%
313,878 71,311 77.0%

190,752
210,176
212,545
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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 AUIITING STANDARDS

Board of Commissioners
Eastpointe Housing Commission
Eastpointe, Michigan

We have audited the financial statements of Eastpointe Housing Commission a3 of and for the year ended
June 30, 2007, and have issued our report lhereon dated March 28, 2008. We conducted our audit in
accordance with auditing standards generally accepted in the United States of Americe and the standards
applicable to finencial avdits contained in Goverrmeny Auditing Standards, issued by the Comptroller
General of the United States.

In ontrol Over Fi ial Reporis

In planning and performing our audit, we considered Eastpoinle Housing Commission’s internal control
aver {inancial reporling es a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial stalements, but not for the purpose of expressing an opinion on the effectiveness
of Eestpointe Housing Commission’s internal control over financial reporting.  Accordingly, we do nol
express an opinion on the effectiveness of Eastpointe Housing Commission’s internal control over
financinl reporting.

A conirol deficiency exists when the design or operation of B control does not allow management or
employees, in the nommal course of performing their assigned functions, to preveni or detect
misstalemenis on a timely basis. A significent deficiency is a control deficiency, or combination of
control deliciencies, thal pdversely affects the ¢niity’s ability to inifiale, authorize, reoord, process, ar
report financial data reliably in accordance with generally accepted accounting principles such thac there
is more than o remote likelihood thet 2 misslalement of the entity"s financial statements that is more than
inconsequential will not be prevented or detecled by the entity’s iniemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, thut results in
more then a remote likelihood that a moterial misstatement of lhe financial statements will not be
prevented or detected by the entity's internal control.

Owur consideration of interna! control over financial reporting was for the limited purpose described in the
first paragraph of this section and would nol necessarily identify all deficiencies in internal control that

migh! be significant deficiencies or material weakness. We did nol identify any deficiencies in internal

control over financial reporling that we consider to be a material weakness, as defined above. However,
we noted other matters involving the internal control over finaacial reporting that we have reparied to
management of the Enstpointe Housing Commissicn in a separate letter daled March 28, 2008.

Complianc ther Matters

As purt of obtaining reasonable assurance about whether the Eastpointe Housing Commission’s financiat
statements ure free of material misstatement, we performed tests of its compliance with certain provisions
of Inws, regulations, contmets and grants, noncompliance with which could heve a direct and material
effect on the determination of Gnancial statement amounts. However, providing an opinion on
complience with those provisions was not an objeclive of onr audit and, accordingly, we do not express
such an opinion. The resulls of our tests disclosed no instances of noncomplisnce that are required to be
reporied undet Govermment Avditing Standards. However, we noted other matiers involving compliance
and olher masters thet we have reported to management of the Eastpointe Howsing Commission in e
separate letter dated March 28, 2008.
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A

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 she information of the Board of Commissioners, management and the
Department of Housing and Urban Development and is not intended to be and shonld not be used by
emyone other then those specified parties.
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ANDERSON, TACKMAN & COMPANY, PLC
Certified Public Accountants
Tron Mountain, Michigan

March 28, 2008
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CERTIFIED PEBLIC

ANDERSON, TACKMAN

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

Boerd of Commissioners
Enstpointe Housing Commission
Eastpointe, Michigan

Complinnee

We have audited the comgpliance of Esstpointe Housing Commission with the types of compliance
requirements described in the “U.S. Office of Management and Budget (OMB) Circular A-I31
Compliance Supplement” that are appliceble to each of its major federal programs far the year ended June
30, 2007. Eastpointe Housing Cominission’s major federal programs are idenfified in the summary of
auditor's results section of the accompenying schedule of findings and questioned costs. Compliance
withs 1he requiremenls of laws, regulations, contracts and grants applicable ta cach of its major federal
pragrams is the responsibility of Eastpointe Housing Comunission's management Our respansibility is to
gxpress an opinion on Enstpointe Housing Commission’s compliance based on ovr audit.

We conducted our sudit of compliange in accordance with auditing standards generally accepled in the |
United States of America; the standsrds applicable lo financial andits conteined in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Andits of
States, Local Governments, and Non-Profit Organizations. Those standerds and OMB Circuler A-133
require that we plan and perform the audit to obtain reasonable assurance aboul whether noncomplisnce
with the types of compliance requirements referred to above that could have a direcl and material offect
on & major federal program occurred  An audit includes examining, on a Les! basis, evidence about |
Eastpointe Housing Commission’s compliance with those requiremeats and performing such other
procedures a3 we considered necessary in the circumstances. We believe thal our audit provides a
reasonable hasis for our opinion. Our audil does not provide e legal determination on Eastpointe Housing
Commission’s compliance with those requirements.

In our opinion Eastpointe Housing Commission complied, in all malerial respects, with the requirements '
relerred 10 above thet are applicable lo cach of its major federal programs for the yeer ended June 30,
2007,

Internal Ceptrol Over Comnpli

The management of Enstpointe Housing Commission is responsible for establishing and maintatning
effective intemal control over compliance with requirements of laws, regulations, contracts and grants
applicable to federal programs. In planning and performing our audit, we considered Enstpointe Housing
Comntission’s internal coniral over compliance with requirements that could have e direct and maierial
effect on a major federal program in order to determine our auditing procedures for the purpase af
expressing our opinion on complience, but not for the purpose of expressing an opinion on the
eflectiveness of internal control over compliance, Accordingly, we do not express an opinion on Lhe
effectiveness of Eastpointe Housing Commission's internal control over compliance.




& COMPANY, PL.C.
CERTIFIED PUBLIC ACCOLNTANTS

ANDERSON, TACKMAN

REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MA.JOR
PROGRAM AND INTERNAL CONTROL OVER. COMPLIANCE IN ACCORDANCE WITH
OMB CIRCULAR A-133
(Continued)

A control deficiency in an entity’s internal control over compliance exists when the design or operation of |

a contrel does not allow management or emgployses, in the normal course ol performing their assignex
functions, to prevent or detect noncompliance with a type of complisnce requirement of a federal propram
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficlencies,
ihat adversely affects the enlity's ability to administer a federal program such that thers is more than e
remote likelihood Lhet noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by 1he enlity’s intemal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that resulls in
more than a remele likelibood thet material noncomplianoe with a type of compliance requirement of e
federal progrom will noi be prevented or detected by the enuty's intemal contrel,

Our consideralion of the internal control over compliance was for the limited purpose described in the
first paragraph of [his section and would not necesserily ideniify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in infemal
control over compliance that we consider to be material weekmesses, as defined above.

This report is intended solely for the infermation and use of the audit commitlce, management and federal
awarding egencies and is not intended to be and should not be used by anyone other than these specified

mmnd. 4

ANDERSON, TACKMAN & COMPANY, PLC
Cerlified Public Accountants
Tron Mountain, Michigan

March 28, 2008
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EASTPOINTE HOUSING COMMISSION

For the Year Ended June 30, 2007

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Federal
Federal Granlor/Pass CFDA
Through G Number
Operating Subsidy 14.850
Housing Choice Vouchers 14.871
Capital Funding 14,872
501-04
501-05
501-06
50707

Tota] Department of Housing and Urban Development

TOTAL FEDERAL EXPENDITURES

Expensed 6-30-07

Award ns of Federal
Ampugt 7-1-06 Expenditures
£ 262,561 ¥ - $ 262561
51,010,737 5 - 51,010,737
£ 191,771 $137.913 $ 53,8460
134,830 21,004 163,830
177,329 1,000 160,925
172,299 - 21,079
726,231 3159913 3 399594
$ 1,672,092

51,672,992

See accompanying notes to the schedula of expenditures of federal awards.
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EASTPOINTE HOUS CO
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Tor the Yesr Ended June 30, 2007

NOTE A - SIGNIFICANT ACCOUNTING POLICIES

The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Eestpointe Housing Commissicn end is presented on the accrnal basis of
gccovrting.  The information in this schedule is presented in accordance with the
requirements of OMB Circular A-133, Audits of Stetes, Local Governments, and Non-Profit
Organizaiions.

NOTE B - COST REFORTS

Menagement has reported the expenditures in the Schedunle of Expenditures of Federal
Awards equal to those amounts reported in lhe modemizalion cost reports.

40




NDERSON, TACKMAN

& COMPANY, FL.C.
CEATIFIED FUBLIC ACCOLINTANTS

I\ ol
Fau

EASTPOINTE HOUSING COMMISSION

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

For the Yerr Ended June 30, 2007

SUMMARY OF AUDITORS RESULTS

1.

9.

The auditors’ report expresses an nnqualified opinion of the general purpose financial statements
of the Fastpointe Housing Commission.

There were no significant deficiencies refating 10 the sudit of the general purpose financial
statements.

Theve were no instances of noncomplianoe material to the general purpose financial stetements
of the Eastpointe Housing Commission.

There were no significant deficiencies relating to the audit of the major faderal award programs
as reported in the Report on Complisnce with Requirements Applicable to Each Major Program
and Intemal Control over Compliance in Accordance with OMB Circular A-133.

The suditors' report on compliance for the mejor federal award programs for the Eastpointe
Housing Commission expresses an unqualified opinion.

There were no audit findings relative to the major federal award pregrams for the Easipointe
Housing Commission,

The programs 1ested as major programs included:

A. Housing Cheice Vouchers — CFDA 14.87!
B. Capital Funding - CFDA 14.872

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

Eastpointe Hovsing Commission was determaned to be a low-risk auditee.

FINDINGS — FINANCIAL STATEMENT AUDIT

L,

None.

FINDINGS AND QUESTIONED COSTS - MAIOR FEDERAL AWARD PROGRAMS AUDIT

L.

None.

PRIOR FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

L.

MNons.
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