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Auditing Procedures Report

Isgued under P.A 2 of 1863, 88 amended and P_A. 71 af 1048, a5 amended.
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We affirm thet: N

We are certified public accountants licensed to practice in Michigan.

We: lurther affirm the following rmaterial, “no” responses have been disclosed in the financial statements, including the notes, or in the
Management Letter (report of comments and recommendations),
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Check each applicable box below. {See instructions for further detail )

All required component units/fundsfagencies of Ihe local unit are included in \he francial statements andfor disclosed in the
repering entity notes to the financial statements as necessary.

There are no aceurnulated deficits in one or more af this unit's unreseryved fund balancesfunrestricled net assats
(P.A. 273 of 1980) or the local unit has nol exceeded its budget for expenditures,

The local unit is in compliance wilh the Uniform Chart of Accounts issued by the Department of Treasury.
The Iocal unit has adopted a budget for all required funds.

A public hearing on the budget was held in accordancs with State statute.

The local unit hias aol viclated the Municipal Finange Act, an order issued under the Emergsncy Municipal Loan Act, or
other guidance as issued by the Local Audit and Finance Division.

The: lagal unit has not been delinquent in distributing tax revenues that were collected for another taxing unit.
Tha local unit only holds depositsinvestments that comply with stalutory requirements.

The local unit has no illegal or unauthorized expenditures thal came to our attenlion as defined in the Bulfelin for
Audits of Locel Units of Government in Michigan, as revised (see Appendix H of Bullsting,

There arg no indicalions of defalcation, fraud or embezzlement, which came tg our attention during the course of our audit
that have not been previously communicated fo the Local Audit and Finance Division {LAFD). IFthere is such activity that haz
not been communicated, please submit a separate repart under separale cover.

The local unil is free of repeated comments from previous years,
The audit apinion is UNCGUALIFIED.

The locat unit has complied wilh GASE 34 or GASB 34 as modified by MCGAA Statement #7 and ather ggnarally
accepled accounting pringiples [GAAF),

The board or council approves all invoices prior to payment as required by charter ar statute,

To our knowledge, bank reconcilialions that were reviewed were performed timely,

If a iocal unil of government (authorilies and ¢commissions included) is operaling within the boundaries of the auditsd entity and Is not
included in this or any other audit report, nor do they abtain a stand-alone audit, please enclose the name(s). address{es), and a
desaription(s] of lhe authority andfor cammissian,

I, the undersigned, cerlify that this statement is complete and accurate in all respects.

i We have enclosad tha following: Enclosed | Not Required (enter a briaf justification)

Financial Slalements

The letter of Comments and Recammendations MNA

Other {Descripe) A,

ey

Cartified Public Accountant {Firm Nama) Tekphars Numbar
Anderson, Tackman & Company, PLC 906-774-4300
Streal Address ) City Sae | Zp T
201 E. Hughill Street Iron Mountain il 49801
AuthorzingTRA Signature Printed Mame License Number
/Hf% Y Shane M. Ellison, CPA 263063
— S
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INDEPENDENT AUDITORS® REPORT

Board of Commisstoners
Hermansville Housing Commission
Hermansville, Michigan

We have audited the accompanying basic financial statements of the business-type activities of the
Hermansville Housing Commission as of and for the year etided March 31, 2007 as listed in the Tahle
of Contents. These basic financial statements are the responsibility of the Commission’s
management. Our responsibility is to express an opinion on these basic financial statements based on
our audit.

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

In our opinion, the basic financial statements referred to above present fairly, in all material respects,
the respective financial position of ihe business-type activities of the Hermansville Housing
Commission as of March 31, 2007, and the respective changes in financiai position and cash flows,
thereof for the year then ended in conformity with accounting principles generally accepied in the
United States ot America.

In accordance with Government duditing Standards, we have also issued our report dated December
18, 2007 on our consideration of the Hermansville Housing Commission’s internal control over
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 deseribe the scope
of our testing of intemal control over financial reporting and compliance and the results of tha
testing, and not to provide an opinion on the internal contro! over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Guvernment
Auditing Standards and should be considered in assessing the results of our gudit.

201 E HUGHITT, F.O. BOX 828 IROK MOUNTAIN, MICHIGAN 49801 (306) ?73-9300  FAX (S06) ?74-6926



The Management’s Discussion and Analysis on pages 5 through 8§ is not a required part of the
financial statemenis but is required by the Governmental Accounting Standards Board. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding
the methods of measurement. However, we did not audit the information and express 1o opinion on
it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Hermansville Housing Commission's basic financial statemnents. The
Financial Data Schedule is presented for the purpose of additional analysis as required by the U.S,
Department of Urban Housing and Developtnent and is not a required part of the basic financial
statements. The Financial Data Schedule has been subjected to the auditing procedures applied in the
audit of the basic financial statements and, in cur opinion, is fairly stated in all material respects in
rclation to the basic financial staternents taken as a whoie.

Drdsinelincsi . 8

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

December 18, 2007



MANAGEMENT DISCUSSIDN‘AND ANALYSIS (UNAUDITED)

Our discussion and analysis of the Hermansville Housing Commission’s financial performance provides
an overview of the financial activities for the vear ended March 31, 2007. Please read it in conjunction
with the Commission’s financial statemerts, which begin on page 9.

FINANCIAL HIGHLIGHTS

- Net assets for the entire Commission were $61 1,166 far the year ended March 31, 2007 compared
to $6037,696 for the year ended March 3 1, 2006,

- The Commission’s operating revenues totaled $94,654 for the year cnded March 31, 2007 and
$91,182 for the year ended March 31, 2006, while operating expenses totaled $133,897 for the yeatr
ended March 31, 2867 and $132,303 for the year ended March 31, 2006,

USING THIS REPORT

This annual report consists of a series of financial statements. ‘The Statement of Net Assets, Statement of
Activities, Statement of Revenues, Expenses and Change in Net Assets, and the Statemeni of Cash Flows
{on pages % 1o 12) provide information about the activities of the Commission as a whole and present a
longer-term view of the Commission’s finances.

REPORTING THE COMMISSION AS A WHOLE

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

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

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



REPORTING THE COMMISSION'S MOST SIGNIFICANT FUNDS

Our analysis of the Commission’s major activities beginz on page 8. The financial statements provide
detailed information on all of the Commission’s activities. The Commission uses proprietary funds to
account for its activities. The method of accounting for proprietary funds is gxplained below.

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

THE COMMISSION AS A WHOLE

The Commissicn’s combined net assets for the vear ended March 31, 2007 increased $3.470 from the
year ended March 31, 2006,

Table t
NET ASSETS
Asscls
March 31,
2007 2006
Corrent assets ¥ o552 ¥ 46,034
Capital assats (net) 370,185 373,714
Total assets 625,392 619,745
Liabilitivs
Current liakilities 13,238 11,186
Noncurrent liabilities o858 366
Total liabilities 14,226 12,052
Net Assets
Invested in capital assets,
net of related dabi 570,185 573,714
Unrestricted 40,981 33,982
Net Assets ¥ 611,168 ¥ 607,696

Met assets of the Commission stood at $611,166 for the year ended March 31, 2007 compared to
$607,696 for the year ended March 31, 2006. Unrestricted net business assets were $44,981 for the vear
ended March 31, 2007 comparcd to $33,982 for the year ended March 31, 2006. In general, the
Commission’s unrestricted net assets arc used to fund operations of the Commission. The inerease in
current assets was largely due to a $8,411 increase in cash. The increase in current labilities was largely
due to a $1,480 increase in accounts payable,



Table 2

CHANGE IN NET ASSETS
Year Ended March 31,
2007 2006
Revenues:;
Program revenues:
Charges for services 3 41,176 b 43,343
Program grants and subsidies 91,776 538,500
(General revenues:
Other revenues 2,544 1,368
Unrestricted investment earnings 1,471 962
Total revenues 137367 105,173
Program Expenses:
Operating expenses 133 807 132,303
Change in net assets 3470 (27,130
Net assets - beginning of period H07.696 634,826
Net assets - end of period ¥ 611 tss P 607698

BUSINESS - TYPE ACTIVITIES

Revenues for the Commission totaled $137,367 for the year ended March 31, 2007 compared to $105,173
for the year ended March 31, 2006. The Commission’s average unit months leased on a monthly basis
had decreased during the current vear. In addition, HUD operating funds and capital funding grants had
increased during the current vear. The Commission depends on HUD operating and capital grants to
assist in covering its operating expenses. The increase in operating expenses was largely due to a $4.453
increase in administrative expenses and a $1,168 decrease in generai expenses.



CAPTIAL ASSETS
Capital Assets
‘The Commission had $1,358,184 invested in a variety of capital assets including land, equipment and

buildings for the year ended March 31, 2007 compared to $1,314,490 for the year ended March 31, 2006.

Table 3

CAPITAL ASSETS
Business - Type Activity

March 31,
2007 2006

Land and improvements $ 244725 $ 201,031
Building and itnprovements 1,066,382 1,066,382
Equipment 47,077 47,077

Total 1,358,184 1,314,490
Less accumulated depreciztion {787,999} (740,776)

NET CAPITAL ASSETS E 570,185 I 573,714

The Commission invested $43,694 in capital assets during the year ended March 31, 2007,
ECONOMIC FACTORS AND NEXT YEAR’S BUDGETS AND RATES

The Commission’s appointed officials considered many factors when setting the budget for the fiscal vear
2007/2008. The cument availability of low income and ¢lderly tenants has been a2 major contributing
factor in establishing the budgeted amounts. In the Upeoming vear, we do not anticipate any significant
change in the occupancy rate and availability of new tenants that wil provide any substantial increase in
revenpes. ‘There continues to be a variety of inflationary cost and expense issues out of the control of the
Commission. All of these were 1aken into consideration during the 2007/2008 budget process,

CONTACTING THE COMMISSION'S FINANCIAL MANAGEMENT

This financial report is dosigned 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. 1f you have questions
about this report or need additional financial information, contact the Commission’s Executive Director,
Mary Hudson, at W5577 12% W. Third Street, Hermansville, Michigan 49847, or call 906-498-2141.
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HERMANSVILLE HOUSING COMMISSION

STATEMENT OF NET ASSETS
Proprietary Fund

March 31, 2007

CURBENT ASSETS:
Cash and equivalents
Accounts receivable
Investments
Prepaid cxpenses

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Capital assets
Less accumulated depreciation

WET CAPITAIL ASSETS
TOTAL ARSETS

CURRENT LIABILITIES:
Accounts payable
Accroed liabilities

TOTAL CURRENT LIABILITIES
NONCURBRENT LIABILITIES
TOTAL LIABILITIES

NET ASSETS:
Investment in capital assets, net of related debe
Linrestricted net assets

NET ASSETS

The accompanying notes to financial statements are an jntegral part of this statement.
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HERMANSYILELE HOUSING COMMISSLION

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

For the Year Ended March 31, 2007

OPERATING EEVENUES:
Tenant revenae
Program prants-subsidies
{ther income

TOTAL OPERATING REVENUES
OPERATING EXPENSES:
Administration
Tenani =ervices
Utilities
bMaintenance
Creneral

Other
Drepreciation

TOTAL OFERATING EXPENSES
OPERATING (LOSS)
NONOPERATING REVENUES AND (EXPENSES):
Capital grants
Interest income
TOTAL NONOPERATING REVENUES AND (EXPENSES)
CHAMNGE TN NET ASSETS

NET ARSETS, BEGINNING OF YLAR

NET ASSETS, END OF YEAR

The accompanying notes to financial statements are an integral part of this statement.
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I 41,178
50,334
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CEATIFIED PLEBLIG ACCOIUNTANTS

MAW- ANDERSON, TACKMAN

STATEMENT OF CASH FLOWS
Proprietary Fund

Faor the Year Ended March 31, 2007

CASH FLOWS FROM OFERATING ACTIVITIES:
Cash received from customers
Cash received from grants and subsidies
{Cash payments to suppliers for goods and services
Cash payments for wapes and related benefits
Cash payments for payment in lieu of taxes
Other receipts

NET CASH PROYIDED YROM OFERATING ACTIVITIES

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

NET CASH {(USELY BY CAPITAL AND RELATED FINANCING ACTIVITIES

CASH FLOWS FROM [INVESTING ACTIVITLES:
Purchase of investments
Invesment income

NET CASH FPROVIDED FROM INVESTING ACTIVITIES

NET INCREASE IN CASH ANLD EQUIVALENTS

CASH AND EQUIVALENTS, BEGINNING OF YEAR
CASH AND ECJUIVALENTS, ENT» OF YEAR

RECONCILIATION OF OFERATING INCOME TO NET
CASH PROVIDED BY OPERATING ACTIVITIES:
QOperating meome [loss)
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Dcorease (Increase) in receivables
Decreasc (increasc) it prepaid expenses
Increase {[recrease) it accounts payable
Increase {Drecrease) in accrued labilities

NET CAZH PROVIDED FROM OPERATING ACTIVITIES

The accompatiying notes to financial statements are an Integral part of this statement.
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CERFIES PUBLIC AEEDUNTANTS

AW ANDERSON, TACKMAN

HERMANSVYILE HOUSING COMBMISSION

ROTES TO FINANCIAL STATEMENTS
March 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE BEPORTING ENTITY

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

The Commission manages 24 units of low rent public housing units of which, for financial
reporting purposes, includss all of the activities relevant to its operations.

Component Unit

In evaluating how to define the Commission for financial reporting purposss, 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 Stalement #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 include in the reporting entity’s financial statements
inclzde budpet adoption, taxing authority, funding, appoimtment of the respeclive govemning
board, and scope of public service.

Based on the foregoing critena, it was determined that there are no component enits of the
Hermansville Housing Commission, but the Hermansville Housing Commission is a
component unit of the Township of Hermansville, Michigan.

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

BASIS OF PRESENTATION

The Commission presents its financial statements in accordance with Governmental
Accounting Standards Board {{(3ASB) Statement No. 34.

Government-Wide Financial Statements:

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 aboutl the
Commission as a whole. They include all business-type activities of the Commission.
Business-type activities ar¢ financed in whole or in part by fees charged to external parties for
goods or services.

13
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HERMANSVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
March 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

BASIS OF PRESENTATION (Continued)

Propriciary Fund

Proprietary Funds are used to account for operations, (a) which are financed and operated in a
manncr similar to private business enterprises - where the intent of the governing body is that
the costs (expenses, including depreciation) of providing goods or services to the general
public on & continuing basis be financed or recovered primarily through user charges; or (i)
where the goveming body has decided that periodic determination of revenues earned,
expenses incurred, andfor net income is appropriate for capital maintenance, public policy,
management control, accountability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

Measurement focns is a term used to describe “which™ transactions are recorded within the
various financial stalements. Basis of accounting refers o “when™ transactions are recorded
regardless of the measnrement focus applied.

Measurement Foous:

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

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

Basis of Accounting:

The Statement of Net Assels, Statemenl of Activities, Statement of Revenues, Expenses and
Change in Net Assets, and the Statement of Cash Flows are presented using the accrual basis
of accounting. Under 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 liabilities 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 pronouncemsnts and FASB Statements and Interpretations that were issued ot or after
November 30, 1989, except those that conflict with a GASB pronouncement.

14
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HERMANSYVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
March 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABILITIES AND NET ASSETS

B

Cash and Equivalents — The Commission’s cash and cash equivalents, as reported in the
Statement of Cash Flows and the Statement of Met Assets, are considered o 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 expscted to be uncollectible.

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

Capifal Assets — Capital assefs 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 vale of the asset or
materially extend asset lives are not capitalized. Improvements arc capitalized and
depreciated over the remaining useful lives of the reiated capital assets.

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

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

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

Compensated Absences - It is the Commission’s policy to pearmit employees to
accumulate z limited amount of eamed but unused 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 earmed by the employees,

Eaquity Classificstion

Government-Wide Statements:
Equity is classified az net assels and displayed in two components:

1. Invested in capnal assets — Consists of capilal assets, nel of accumulated
depreciation,

15
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HERMANSVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
Mareh 31, 2007
(Continued}

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSFTS, LIABILITIES AND NET ASSETS (Continued)

2. Unrestricted net asseis — All other net assets that do not meet the
definition of “restricted” or “invesled in capital assets, net of related
debt.”

REVENUES AND EXPENSES

Operating revenues and expenses are those that result from providing services and praducing
and delivering goods and/or services. It also includes all revenue and expenses not related to
capital and related financing, noncapital financing, or investing activities, Expenses are
classificd by operating and nonoperating and are sebclassified by function, such as salaries,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interpropram Activity:

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

The transfers of cash between the various Authority programs are reported separately from
revepues and expenses as operating transfers im 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 payabies are eliminated from the Statement of Net Assets.

Budgets and Budgetary Accounting:

Budgets are adopied on a basis prescribed or permitted by the Department of Housing and
Urban Development. All annval appropriations lapse at fiscal year end. The Commission

follows these procedures in establishing the budgetary date reflected in the financial
statements:

1. The Director submits to the Board a proposed operating budget for the fiscal
year commencing on April V7. The operating budget includes proposed
expenses and the means of financing them. Prior to March 317, the budget is
legally adopted by Board resclution.

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 vear with the last one approved prior to March 315
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HERMANSVILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
March 31, 2007
{Contimued}

NOTE B - CASH AND INVESTMENTS

Cash and Equivalents

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

Petty cash ¥ 50
Checking accounts 2,794
Savings account 9 084
Morney markel account 13,010

FOTAL b 24;94{]

Custodial Credit Rivk. Custodial credit risk is the risk that in the event of a bank failure, the
Commission’s deposits may not be returned. As of March 31, 2007, the Commission’s cash
and equivalents were not exposed to credit risk, due to them being fully insured.

Investments

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

following:
{Investment Maturities in Years)
Fair Less Than
Investment Type Velue 1 Year
Certificates of Deposit $29.460 520,460

Investments are recarded at fair market value, which is bused on quoted market prices.

Michigan statutes authorize the Commission to invest in bonds, other direct oblipations and
repurchase agreements of the United States, certificates of deposit, savings accounts, depusit
acCounts or receipts of a bank which is a member of the FDIC, commercial paper rated at the
time of purchase within the two highest classifications established by not less than two
standard rating services and matures within 270 days of date of purchase, bankers” acceptances
of United States banks, obligations of the State of Michigan and its political subdivisions,
external investment pools, and certain mutual funds.

Custodiol 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 March 31, 2007, the Commission’s
investments were not exposed to credit risk, due to them being fully insured.
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BERMANSYILLE HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
March 31, 2007
{Continued)

NOTE B - CASH AND INVESTMENTS (Continved}

fnterest Rate Risk Interest rate risk is the risk that changes in imterest rates will adversely
affect the fair value of the Commission’s investments. State law limits the allowable
investments as described above. The Commission does not have a formal investment policy
that limits investment maturities as a means of managing its exposure to fair vaiue losses
arising from increasing interest rates.

Credir Risk. Credit risk is the risk that an issuer or other party o an investment will not fulfill
its obligations. The Commission has no investment policy limiting its investments in excess
of state law on investment credit. Ralings 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 no limit on the amount the
Commissicn may invest in ong issucr. However, the Commission is required to have all funds
in excess of insured amounts to be collateralized. The Commission’s investments and
balances are with the following financial institutions:
Menominee Area Credit Union, Powers, MI $29,460
NOTE C - CAPITAL ASSETS

A summary of capilal assets for the year ended March 31, 2007 is as follows:

Balance Balance

4-1-06 Additions Deletions 3-31-07
Land and improvements F 201,031 % 43694 3§ - % 244725
Building and improvemenis 1,066,382 - - 1,066,382
Equipment 47,077 - - 47,077
Construction in progress - 41,242 (41.247) -

1,314,480 5 84936 § (41,242) 1,358,184

Accumulated depreciation (740,776 % (47,221) 3% - {787,999
Net capilal assets $ 573,714 % 570,185

Depreciation expense for the vear was §47,223,
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HERMANSVILLE HOUSING COMMISSION

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

NOTE D - RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft of, damage to, and
destriction of assets; errors and omissions; injuries to employees; and natural disasters. The
Commission maintains commercial insorance covering each of those risks of loss.
Management believes such coverage i5 sufficient to preclude any significant uninsured losses
te the Commission. Settled claims have not exceeded this commercial coverage in any of the
past three fiscal vears.

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 lo make estimates and
assumptions that affect the reported amounts of assets and liabilities and disciosure of
contingent assets and liabilities at the date of the financial statements, and the reported
amounts of revenues and expenses during the reporting period. Actual results conld differ
from those estimates,

NOTE F - VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commussion is dependent upon the Department of Housing and Urban Development
{HUD) to fund its operations through operating subsidies and capital funding grants. 'Total
revenues for the year ended March 31, 2007 totaled $137,367 of which $91,776 or 66.8 %

was from HUD subsidies and grants.

The operations of the project are subject to rules and regnlations of HUD. Thesc 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 administrative
burden to comply with the changes.
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HERMANSVILLE HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

March 31, 2007

Low Rent Fublic Housing
Public Capital Fund
Ling hem # Account Description Housing Program TOTAL
ASSTTS
CURRENT ASSETS:
Cash:
11 Cash - uhrestricted P 24,940 ) - P 2van
108 Total cash 24,940 - 24,540
Avcounts and noles receivables:
126 Accounts receivable- tenants 1 - |
126.] Allowance for doublfin] aceounts - lenants - - -
120 Total receivables, net of allowances for doubifiel accounts i - 1
Cther current assets:
131 Invesiments - Unrestricted 29,460 - 20,460
142 Prepaid expenses and Other Agsets B0G - BG
150 TOTAL CURRENT ASSETS 55,207 - 55,207
NWONCURRENT ASSETS:
Fixed assets:
161 Land 14,725 - 14,725
162  Buildings 1,063,658 2,684 [066,382
143 Furniture, equipment & machinery - dwedlings 13,175 - 13175
164 Furniture, equipment & machinery - adeninistration 30421 3,481 33,902
165  Leasshold improvements 178,508 51,402 230,000
166 Accumulated depreciation {784,671 (3,322 (787,999
160 Touad hixed assets, net of accumulated depreciation 315240 54,245 370,185
180 TOTAL NONCURRENT ASSETS 515,940 54,245 S 185
1%0 TOTAL ASSETS ¥ 371,147 b 245§ 625,352

See accompanying notes to financial staternents
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HERMANSVILLE HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprictary Fund
March 31, 2007
Low Rent Public Housing
Public Capila] Fund
Line Itetm 4 Agcount Descrintion Housing Program TOTAL
ABILITIES AND INET ASSETS
LIABILITIES:
CURRENT LIABILITIES
312 Accounts payable = 50 days b 3,445 ¥ - 3 3445
121 Accrued wages / payroll laxes payahle i.38% - 1,388
322 Accrucd compensated absences - current portion 1,851 - 1,%8]
333 Accounts payable - other government 1,543 - 1,643
341 Tenant security deposits 4,331 - 4,331
342 Deferred revenues 550 - 550
310 TOTAL CURRENT LIABILITIES 13,238 - 13,238
354 Accrucd compensated absences - non ourrent DER - GHE
320 TOTAL NONCUBRRENT LIABILITIES o838 - S8R
3y TOTAL LIABILITIES 14,226 - 14,226
ET ASSETS
081 Investment in capital sssets, net of related det 515,941 54,245 5T0.THS
5121 Unrestricted net agsels 40,931 - 40 341
513 TOTAL NET ASSETS 356,521 54245 611 166
000 TOTAL LIABILITIES AND WET ASSETS $ 571,147 5 54,245 § a25392

See accompanying notes to financial statements
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HERMANSVILLE HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

For the Year Ended March 31, 2007

Fublic
Low Rent Housing
Puklic Capital Fund
Linc Iiem # Account Description Housging Program TOTAL
EEVENUES
fi T3 Net tenant rental revenue 41,176 - 41,176
705 Total tenant revenue 41,176 - 41,1746
T HUD PHA grants 40,242 10,292 0,534
6.1 Capita] grants - 41,242 41,242
Tl Investment income - utrestricied 1471 - 1,471
TI5  Other revenuoe 2944 - 2,944
700 TOTAL REVENUE £5,833 51,534 137,367
EXPL o5
Administrative:
911 Administrative salaries 3).E4] - 0,841
912 Audiing fees 3,100 - 3,100
914 Compensated absences 53 - (3
915 Employes benefil conuributions- administrative 2,267 - 2,247
91¢  Other operating- adminisirative 14,355 - 10,3185
Tatal Administrative 46,585 - 46 585
Tenant services:
%24  Terant scrvices - other 50 - a0
Utilities:
931 Watker 6,048 - 6,048
837 Clectricity 31544 - 3,944
B33 Gas 9,507 - 9,507
Total Thilities 19 589 - 19,585
Mainicnance:
%41 Ordinary mainienance and operations - labor 0,452 - 6,452
942 Ordinary mairtenance and operations - materials & other 324 5 2,319
943 Ordinary maintenance and operations - contract costs 4,344 - 4,344
%45 Employes benefit contributions- ardinary maintenance 494 - 496
Total Maintenance 13,646 5 11,651

See accompanying notes to financial statements
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HERMANSVILLE HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

For the Year Ended March 31, 2007

Public
Low Renk Housing
Puhlic Capital Fund
Ling lem # Arcount Descrption Housing Program TOTAL
Geheral expenses:
o5] Insurance premiums 5455 - 5455
D63 Payments io Liew of Taxes 1543 - 1,643
| Bad debt - tesant cents (408) - {408)
Tolal Genetal Expenses 6,690 - 6,600
G54 TOTAL OFERATING EXPENSES 86,569 5 £6,574
2H) EXCESS OPERALING REVENUE OVER
OPERATING EXPENSES {736} 31,529 50,793
072 Casualty losses - non-capitalized 160 - 10
074 Depreciation cxpensc 44,755 2468 47,223
H)} TOTAL EXPFENSES 131 424 2471 133,807
Oither financing sources (uses)
1001 {perating transfers in 10,287 - 103,287
1002 CQperating treos{ers om - {10,287 (10,287
1014 Total other financing sources fuses) 10,287 {10,257 -
1000 EXCESS (DEFICIENCY) OF TOTAL REVENUE OVER
(UWDER) TOTAL EXFENSES £ {35304 % JIRTH 3 3470
MEMO gccount information
1103 Bepinning equity T 592228 15471 § 607606
2P Unit months available 28K - 238
1121 Mumber of unil manths leased 223 - 223

See accompanying notes to financial statements
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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

Board of Commissioners
Hermansville Housing Commission
Hermansville, Michigan

We have audited the financial statements of Hermansville Housing Commission as of and for the vear
ended March 31, 2007, and have issued our report thereon dated December 18, 2007. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the
standards applicable to financial audits contwined in Govermment Auditing Standards, issued by the
Comptroller General of the United States.

Intemal Control Over Financial Reporting

In planning and performing our audit, we considered Hermansviile Housing Commission’s internal contro]
over financial reporting as a basis for designing our auditing procedures for the purpose of expressing our
opinion on the financial statements, but not for the purpose of expressing an opinion on the effectiveness of
Hermansville Housing Commission’s intenal control gver financial reporting. Accordingly, we do not
express an opinion on the effecliveness of Hermansville Housing Commission's intermal control over
financial reporting,

A conirol deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned functions, to prevent or detect misstatements
on a timely basis. A significant 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 iore than a remote
likelihood that a misstatement of the entity’s financial statements 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 cambination of sipnificant 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 internai control.

Qur consideration of internal control over financial reparting 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 matcrial weakness. We did not identify any deficiencies in internal
control over financtal reporting that we consider to be a material weakness, as defined above,

Compliatnce and Other Matters

As part of obtaining reasonable assurance about whether the Hermansville Housing Commission’s financial
statements are frce 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 apinion on compliance with
those provisions was not an objective of our audit and, accordingly. we do not express such an Qpinion.
The results of our tests disclosed no instances of noncompliance that are required to be reported under
Government duditing 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 Commissioners, management and the
Department of Housing and Urban Development and is not intended to be and should not be used by
anyone other than those specified parties.

M%ﬁté. %

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

December 18, 2007
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