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INDEPENDENT AUDITORS® REPORT

Board of Commissioners
Montcaim County Housing Commission
Howard City, Michigan

We have audited the accompanying financial statements of the business-type activities of the
Montealm County Housing Commission, a cornponent unit of the Montcalm County, Michigan, as of
and for the year ended December 31, 2007, which callectively comprise the Commission’s basic
financial statements as listed in the Table of Contemts. These financial staternents are the
responsibility of the Commission’s management. QOur respensibifity 1s to express an opinion on these
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 epplicable 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 financial statements are
free of material misstaiement. An audit includes examining, on a lest basis, evidence supporting the
amounts and disclosures in the basic financial statements. An audit also includes assessing the
accounting principles used and significant estimates made by management, as well as evaluating the
overall financial statements presentation. We believe that our audit provides a reasonable basis for
QUr OpiNIcI.

In cur opinien, the financial statements referred to above present fairly, m all material respects, the
respective financial position of the business-type activities of the Montcaim County Housing
Commission as of December 31, 2007, and the respective changes in fiancial position and cash
flows for the vear then ended in conformity with accounting principles generally accepted in the
United States of Amcrica.

In accordance with Government Auditing Standards, we have also issued our report dated August 6,
2008 on our consideration of the Montcalm County Housing Commission’s internal control over
financial reporting and our tests of its compliznce with certain provisions of laws, regulations,
contracts and grant agreements and other matters. The purpose of that report 15 to describe the scope
of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financiai reporting or on
compliance. That rcport is an integral part of an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit,
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The Management’s Discussion and Analysis on pages 5 through 8 is not a requircd part of the
financial statements but is supplementary information required by accounting principles generally
accepted in the United States of America. We have applied certain limited precedures, which
consisted principally of inquiries of management regarding the methods of measurement. However.
we did not audit the mformation and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Montcalm County Housing Commission’s basic financial statements. The
Financial Data Schedule is presented for the purpose of additional analysis as required by the U.S.
Department of Urban Housing and Development and is not a required part of the basic financial
statements. The accompanying schedule of expenditures of federal awards is presented for purposes
of additional analysis as required by the U.S. Office of Management and Budget Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations”, and is also not 2 required part
of the basic financial statements of Montcalm County Housing Commission, The Financial Data
Schedule and the Schedule of Expenditures of Federal Awards have been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our opinion, are fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

M%&l d. %

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

August &, 2008



MANAGEMENT DISCUSSION AND ANALYSIS (UNAUBITED)

Qur discession and analysis of the Montcalm County Housing Commission’s financial performance
provides an overview of the financial activities for the year ended December 31, 2007. Please read it in
conjunction with the Commission’s financiai statements, which begin on page 9.

FINANCIAL HIGHLIGHTS

- Net assets for the entire Commission were $1,467,673 at December 31, 2007 compared to 51,294,960
at December 31, 2006

- The Commission’s operating revenues totaled $1,241,432 for December 31, 2007 and 1,201,005 for
December 31, 2006, while operating expenses totaled $1,069,680 for December 31, 2007 and
$1,146,199 for Deeember 31, 2006,

USING THIS REPORT

This annval report consists of a scries of financial statements. The Statement of Net Assets, Staterent of
Activitics, Statement of Revenues, Expenses and Change in Net Assets, and the Statcment of Cash Flows
{on pages 9 to 12} provide information about the activities of the Commission as a whole and present a
longer-term view of the Commission's finances.

REPORTING THE COMMISSION AS A WHOLE

Cur 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 resuit of the
year’s activities™? The Statcment of Net Assets, Statement of Activities, and the Statement of Revenues,
Expenses, and Change in Net Assets report information about the Comruission as a whole and about its
activities in a way that helps answer this question. These statements nclude a/f assets and liabilities using
the accrual basis of accounting, which is similar to the accounting used by most private-sector companies,
All of the current year's revenues and expenses are taken into account 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 ret assets - - the difference betwceen assets and liabilities — as one way to measure the
Commussion’s financial health, or fingncial position. Qver time, increases or decreases in the
Commission’s net assets are one indicator of whether jts financial heaith is improving or dereriorating. You
will need to consider other non-financial factors, however, such as changes in the population of low income
and elderly individuals.

In the Statement of Net Assets, Statement of Activities, Statement of Revenucs, Expenses, and Change m
Net Asscts, and the Statement of Cash Flows, the Commission’s activities are reported as business-type
activities:

- Business-type activities — The Commission charges rent to tenants to help cover all or most of the
costs of services 1t providcs.

1



REPORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS

Our analysis of the Commission’s major activities begins on page 9. The financial statements provide
detatled 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 cxplained below.

- Propriefary 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
s activities and are reported in the Stalement of Net Assets and the Statement of Revenues,
Expenses, and Change in Net Assets.

THE COMMISSION AS A WHOLE

The Commission’s combined net assets at December 31, 2007 increased $172,704 from Dccember 31,
2006,

Table 1
NET ASSETS
Assets
December 31,
2007 2006
Current assets £ 555423 ¥ 309012
Capital assets {net) 943,666 1,010,290
Total assets _ 1,499,089 1,319,302
Liabhilities
Current liabilities 25,504 22,279
Noncurrent liabilities 5,912 2,055
Tatal liabilities 31,416 24,334
Net Assets
Invested in capital assets,
net of related debt 043,666 1,010,290
Restricted 392 438 -
LUnrestricted 131,569 284,678
Net Assets 51,467,673 $_1,294,968

Net assets of the Commission stood at $1,467,673 at December 31, 2007 compared to $1,294,968 at
December 31, 2006. Restricted net asscts were $392,438 at December 31, 2007 compared to $0 at
December 31, 2006. Unrestricted net business assets were $131,565 compared to $284,678 at December
31, 2006. In general, the Commission’s unrestricted net assets arc nsed to fund operations of the
Commission. The change in turrent assets was primarily due to a $235,369 inerease in cash and equivalents

and a §6,144 increase in prepaid expenscs while the increase in noncurrent liabilities was due to a S3,867
inerease in noncurrent compensated absences.
G



CHANGE IN NET ASSETS

Year Ended December 31,
2007 2006
Revenues:
Program revenues:
Charges for scrvices $ 64988 b 64,500
Program grants and subsidies 1,174,737 1,230,954
General revenues:
Other revenues 2,548 5,794
Usrestricted investment earnings 111 457
Total revenues 1,242,384 1,301,708
Program Expenses:
Operating cxpenses 1,069,680 1,146,159
Interest expensc - 174
Total expenses 1,069 680 1,146,373
Change in net assets 172,704 155,332
Net assets - besinniog of period 1,294,969 1,139,637
Net assets - end of period S 1,467.673 3 1,294,969

BUSINESS - TYPE ACTIVITIES

Revenues for the Commission totaled $1,242,384 compeared to $1,301,705 during December 31, 2006. The
Commission’s average unit months lcased on a monthly basis had decreased during the current year, In
addition, HUD operating funds and capital funding grants had decreased during the current year. The
Commussion depends on HUD operating and capital grants 1o assist in covering its operating expenses. The
decrease in operating expenses was largely due to an increase in administrative expenses in the amount of
$23,505, a decreasc in housing assislance payments in the amount of $105,581, and 2 $16,539 increase in
maintenance cXpenses.



CAPTIAL ASSETS
Capital Assets

The Commission had $2,294,116 invested in a variety of capital assets including land, equipment and
buildings at December 31, 2007 compared to $2,284,951 at December 31, 2006.

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

Land $ 68,650 £ 68650
Leaschold improvements 194,425 190,212
Building and improvements 1,837,485 1,835,975
Equipment 193,556 190,114

Total 2204116 2,284,951
Less accumulated depreciation {1,350,450) (1,274,660)

NET CAPITAL ASSETS 3 943,666 $1.010,291

The Commission invested $9,165 in capital assets during the year ended Deccmber 31, 2007.
ECONOMIC FACTORS AND NEXT YEAR'S BUDGETS AND RATES

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

CONTACTING THE COMMISSION’S FINANCIAL MANAGEMENT

This financial report is designed to provide the readers with a general overview of the Commission’s
finances and to show the Commission’s accountability for the money it receives. If you have guestions
about this report or need additional financial information, contaet the Commission’s Executive Director,
Wendi Palmer, at PO Box 249, Howard City, Michigan 49329, or call 231-937-4241.
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MONTCALM COUNTY HOUSING COMMISSION

STATEMENT OF NET ASSETS
Proprietary Fund

December 31, 2007

CURRENT ASSETS:
Cash and equivalents
Accounts receivable
Prepaid expenses

TOTAL CURRENT ASSETS

NONCURRENT ASSETS:
Capital assets
Less accumulated depreciation

NET CAPITAI ASSETS
TOTAL ASSETS
CURRENT LIABILITIES:

Accounts payable
Accrued liabilities

TOTAL CURRENT LIABILITIES

NONCURRENT LIABILITIES:
Compensated absences

TOTAL LIABILITIES

NET ASBSETS:
Investment in capital assets, net of related debt

Restricted net assets
Unrestricted net assets

NET ASSETS

§ 536,085
6,720
12,618

355,423

2,294,116
(1,350.4507

943,666

1,499,089

943,666
392,438
131,569

S L467.673

The accompanying notes to financial statements are an integral part of this statement,
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GLEATFIED PUBL'G ACTOUNTARTS

MONTCAILM COUNTY HOUSING COMMISSION

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

For the Year Ended December 31, 2007

OPERATING REVENUES:
Tenant revenue
Program grants-subsidies
Other income

TOTAL OPERATING REVENUES

CPLERATING EXPENSES:
Administration
Tenant services
Utilities
Maintenance
General
Housing assistance payments
Depreciation

TOTAL OPERATING EXPENSES
OPERATING INCOME

NONOPERATING REVENUES AND (EXPENSES):
Interest income

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

NET ASSETS, END OF YEAR,

i 64,088
1,173,856

2,548

1241432

209,136
2,777
15,970
88,782
17,126
660,005

75.791

. 1063680

171.752

952

952

172,704

1.294.969

$ 1467673

The accompanying notes to financial statements are an integral part of this statement.
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CEATIFIED PUBIIC ACCOUMIAMTS

MONTCALM COUNTY HOUSING COMMISSION

STATEMENT OF CASH FLOWS
Proprietary Fund

For the Year Ended December 31, 2007

CASHFLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from grants and subsidies
Cash payments 1o suppliers for goods and services
Cash pavments for wages and related benefits
Cash payments for payment in liey of taxes
Other receipts

NET CASH PROVIDED FROM QPERATING ACTIVITIES

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

NET CASH (USED) BY CAFITAL AND
RELATED FTNANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Investiment income

NET INCREASE IN CASH AND EQUIVALENTS

CASH AND EQUIVALENTS, BEGINNING OF YEAR

CASH AND EQUIVALENTS, END OF YEAR

RECONCILIATION OF OPERATING TNCOME TO NET
CASH PROVIDED BY OFERATING ACTIVITIES:
Operating income (loss)
Adjustments to reconcile operating income to net
cash provided by operating activities:
Depreciation
Changes in assets and liabilities:
Decrease (Increase) in receivahles
Drecrease (Increase) in prepaid expenses
Increase (Decrease) in accounts pavable
[ncrease (Decrease) in accrued liabilitics

NET CASH PROVED FROM OPERATING ACTIVITIES

The accompanying notes 1o financial statements are an integral part of this staterment.
12

$ 65488
1,173,896
(794,790}
(194,195)
(3,967)
(2,850}

243,582
(9,165)
{9,165)

9532
235369
300,716

S 536,085

$ 171,752

75,791

(4,893)
{6,144)
(1,003)

8,084

$ 243,582
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CERTIFIED PURIIC ACCOLNTANTS

MONTCALM COUNTY HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 20067

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE REPORTING ENTITY

The Montcalm County Housing Commission (Commission) was formed by the Montcalm
County Commssion under Public Act 18 of 1933 of the State of Michigan., The Commission
operates under a Board of Commissioners appointed by the County.

The Commission manages 40 units of low rent public housing and 318 section 8 vouchers of
which, for financial reporting purposes, includes all of the activitics relevant to its operations.

Component Unit

In evaluating how to definc the Comraission for financial reporting purposes, management has
considered all potential component units. The decision to inciude a poteatial component unit in
the reporting entity was made by applying the criteria sct forth in GAAP, currently GASB
Statement #14, The Financial Reporting Entiry.

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

Based on the foregoing criteria, it was determined that there arc no component units of the
Montealm County Housing Commission, but the Montcalm County Commission is 2 component

unit of the Montcalm County, Michigan,

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

BASIS OF PRESENTATION

The Commussion presents its financial statements in accordance with Governmental Accounting
Standards Board {GASB) Statement No. 34.

Government-Wide Financial Statements:

The Statement of Net Asscts, Statement of Activities, Statement of Revenues, Expenses and
Change in Net Assets, and the Statement of Cash Flows display information about the
Commisston as a whole. They include 21l business-type activities of the Commission.
Busincss-type activities are financed in whole or in part by fees charged to external parties for
goods or scrvices.
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MONTCALM COUNTY HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued}

BASIS OF PRESENTATION (Continued)

Proprietary Fund

Proprietary Funds are used to account for operatiens, (a) which are financed and operated in a
manmer similar to private business enterprises - where the intent of the governing body is that the
casts (expenses, including depreciation) of providing goods or services to the general public en a
continuing basis be financed or recovered primanly through user charges; or (b) where the
governing body has decided that periodic determination of revenues eamned, expenses incurred,
and/or net income is appropriate for capital maintenance, public policy, management contrgl,
accountability, or other purposes.

MEASUREMENT FOCUS AND BASIS OF ACCOUNTING

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

Measurement Focus:

The governmeni-wide Stateruent of Net Assels, Statement of Activities, and the Statement of
Revenues, Expenses and Change in Nct Assets are presented using the cconomic resource
measurement focus as defined below.

a. The Comrission utilizes an “economic rescurces” measurement focus. The
accounting objectives of this measurement focus are the determination of operating
income, changes in net asscts, financial position and cash flows. All assets and
liahilities, whether current or noncurrent, associated with their activities are
reported.

Basis of Accounting:

The Statement of Net Asscts, Statement of Activities, Statement of Revenues, Expenses and
Change in Net Assets, and Statement of Cash Flows are presented using the accrual basis of
accounung. Under the accrual basis of accounting, revenues arc recognized when earned and
expenses arc rccorded when the liability is incurred or cconomic asset used. Revenues,
expenses, gains, losses, assets, and labilities resulting from exchange and exchange-like
transactions are rccognized when the exchange takes place.

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

GASB pronouncements and FASB Statements and Interpretations that were issued on or after
Nevember 30, 1989, except those that conflict with 2 (GASBE pronouncement.

14
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CCRATINICD PUGLI

MONTCALM COUNTY HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABILITIES AND NET ASSETS

.

Cash and Equivalents — The Corumission’s cash and cash equivalents, as reperted in the
Statement of Cash Flows and the Statement of Net Assets, are considered to be cash on
hand, demand deposits, and short-term investments with maturities of three months or less.

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

Dug 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 arc executed.

Capital Assets — Capital assets purchased or acquired are capitalized at historical cost or
estimated historical cost. Donated capital assets are valued at their estimated fair market
value on the date received.

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

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

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

The Commission has adopted a capitalization policy for capital assets of $500 per item.
Compensated Absences - It 1s the Commission’s policy to permit employees to accumulate
a limited amount of eamed but unused sick lcave and vacation days, which will be paid to

employees upon separation from the Commission. The cost of vested sick leave and
vacation days are recognized as an expense as earned by the cmployees.

Equity Classification

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

l. Invested in capital assets — Consists of capital assets, net of accnrnulated
depreciation.
2 Restricted net assets — Censists of Housing Assistance Payments (FHAP)

received from HUD in excess of payments paid to landlords. These
excess funds can only be used for future HAP to landlords.

13




——
AR
F m \

ANDERSON, TACKMAN

& COMPANY, P.L.C.

CEATFIED PUBLIC ACCOUNTANTS

MONTCALM COUNTY HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Comtinued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, LIABIEITIES AND NET ASSETS (Continued)

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

REVENUES AND EXPENSES

Operating revenues and expenses are those that resull from providing services and producing
and delivering goods and/or services. It also includes all revenue and expenses not related to
capital and related financing, noncapital finencing, or investing activities. TFxpenses are
classified by operating and nonoperating and are subclassified by funciion, such as salaries,
supplies, and contracted services.

OTHER SIGNIFICANT ACCOUNTING POLICIES

Interprogram Activity:

As a general tule, the effect of activity between programs has been climinated from the
govermment-wide statements.

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

Interprogram receivables and payables are eliminated from the Siatement of Net Assets.

Budgets and Budgetary Accounting:

Budgets are adopted on a basis presenbed or permitted by the Department of Housing and Urban
Development.  All annual appropriailons lapse at fiscal vear end. The Commission follows
these procedures in establishing the budgctary date reflected in the financial statements:

1. The Director submits to the Board a proposed operating budget for the fiscal year
commencing on January 1% The operating budget includes propesed expenscs
and the means of financing them. Prior to December 317, the budget is legally
adopted by Board resolution.

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

3. The budget has been amended. Supplemental appropriations were made during
the year with the last one approved prior to December 31¥.

16
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CERTIFIED PLBLIC ACCOUNTANMTS

MONTCALM COUNTY HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE B - CASH AND INVESTMENTS

Cash and Equivalents

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

Petty cash % 250
Checking accounts 535,835
TOTAL $336,085

Custodial Credir Risk. Custodial credir rigk is the nisk that in the event of a bank failure, the
Commission’s deposits may not be returned,  As of December 31, 2007, the Commission held
cash and equivalents in cxcess of FDIC insurance limits in the amount of $357,135 which were
uninsured and uncollateralized.

NOTE C - CAPITAL ASSETS

A summary of capital assets as of December 31, 2006 is as follows:

Balance Balance

1-1-07 Additions Deletions 12-3107
Land £ 068,650 : - 3 - F 68030
Leasehold improvements 190,212 4213 - 194,425
Building and improvements 1,835,975 1,510 - 1,837,485
Equipment 190,114 3,442 - 193,556
2,284,951 5 9,163 3 - 2,294,116

Accumulated depreciation (1,274,660 § (75,790) % - {1,350,450)
Net capital assets 51,010,261 3 943,668

Depreciation expense for the vear was 875,791,

17
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CERTIFIED FLBLIC ACCOUMTAYTS

MONTCALM COUNTY HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE I} - RISK MANAGEMENT

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

NOTE E - USE OF ESTIMATES

The preparation of financial statements, in conformity with accounting principles generally
accepied in the United States of America, requires management to make estimates and
assuraptions that affect the reported amounts of assets and liabilities and disclosure 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 could differ from those
cstimaies.,

NOTE F - VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commission is dependent upon the Department of Housing and Utban Development
(HUD}) to fund its operations through operating subsidies and capital funding grants. Total
revenues for the year ended December 31, 2007 totaled $1,242,384 of which $1.173,806 or
£4.5% was from HUD subsidies and grants.

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

NOTE G - PENSION PLAN

The Commission has established a SEP-IRA plan of which the Commission contributes 10% of
qualified wages or an opticn to provide employee with 5% of qualified wages as longevity and
contnibute 3% of qualified wages to the SEP-IRA account. To be eligible, an employee must
have twelve continuous months of service. The Commission contributions to the Plan during
the year amounted to 32,098,

18
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ANDERSON, TACKMAN

% COMPANY, PL.C.

GERDFIED RUBLIC ACCOUNTANTS

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
Montcalm County Housing Commission
Howard City, Michigan

We have avdited the financial statements of Montcalm County Housing Commission as of and for the
vear ended December 31, 2007, and have issued our report thereon dated Auvgust 6, 2008. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America and
the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller Genera! of the United States.

Internal Controt Qver Financial Reporting

In planning and performing cur audit, we considered Montcalm County Housing Commission’s internal
control over financial reporting as a basis for designing cur 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 Montcalm County Housing Commissjon’s internal control over financial reporting.
Accordingly, we do not express an opinion on the effectiveness of Montcalm County Housing
Commuission’s internal control over financial reporting.

A contral 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
contro] deficiencies, that adversely affects the entity’s ability 1o initiate, authorize, record, process, or
report financial data reliably in accordancc with generally accepted accounting prineiples such that there
is more 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 intemal control. We consider the
deficiencies described in the accompanying Schedule of Findings and Responses as item 2007-1 to be a
significant deficiency over financial reporting,

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
morc than a remote likelithood that 2 material misstaterent of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not nccessarily identify all deficiencies in internal control that
might be significant deficiencies or material weakness. We did not identify any deficiencies in internat
control over financial reporting that we consider 1o be 2 material weakness, as defined above.

Compliance and Other Matters

As part of obtaining reasenablc assurance about whether the Montealm County Housing Commission’s
financial statements are free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts and grants, nancompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion on
comphance with those previsions was not an objective of our audit and, accerdingly, we do not express
such an opinion. The results of our tests disclosed instances of non compliance or ather matters to be
reported wnder Governmental Auditing Standards which are deseribed in the accompanyving Schedule of
Findings and Responses as item 2007-2,
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ANDERSON, TACKMAN

& COMPANY, PLC.

CERTIFIED PUBLIC ACCOUNTANTS

REFPORT 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.

ﬁm%ﬂ!d, %

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

Angust 6, 2008
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ANDERSON, TACKMAN

& COMPANY, PL.C,

CERTIFIER PUBLIC ACCOUMTANTS

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

Beard of Commissioners
Montcalm County Housing Commission
Howard City, Michigan

Compliance

We have audited the compliance of Montealm County Housing Commission with the types of compliance
requirements described in the “U.S. Office of Management and Budget (OMB) Cireular A-133
Compliance Supplement” that are applicable to cach of its major federal programs for the vear ended
December 31, 2007. Monlcalm County Housing Commission’s major federal programs are identified
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.
Compliance with the requirements of laws, regulations, contracts and grants applicable to each of its
major federal programs is the responsibility of Montcalm County Housing Commission’s management.
Our responsibility is to express an opinion on Montcalm County Housing Commission’s compliance
based on our audit.

We conducted our audit of compiiance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance
with the types of compliance requirements referred to above that could have a direct and material effect
on a major federal program occurred. An audit includes examining, on a test basis, evidence about
Montcalm County Housing Commisston’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Our audit does not provide a legal determination on Montcalm County
Housing Commission’s compliance with those requirements.

In our opinion Montcalm County Housing Commission complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal programs for the year ended
December 31, 2007,

Interna} Control Over Corapliance

The management of Montcalm County Housing Commission is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts
and grants applicable to federal programs. In planning and performing our audit, we considered
Montcalm County Housing Commission’s internal control over compliance with requircments that could
have a dircct and material effect on a major federal program in order to determine our auditing procedures
for the purpose of expressing our opinion on ¢compliance, but not for the purpose of expressing an opinion
on the effectiveness of internal control over compliance. Accordingly, we do not express an opinicn on
the effectiveness of Montcalm County Housing Commission’s internal control over compliance.
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ATFIED PUBLIC ACCOLNTANTS

G

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

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

A matenial weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likclihood that material noncompliance with a type of compliance requircment of a
federal program will not be prevented or detected by the entity’s internal control.

Our consideration of the internal control over compliance was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material wezknesses. We did not identify any deficiencies in internal
control over compliance that we consider o be material weaknesses, as defined above.

Montcalm County Housing Commission’s response to the findings identified in out audit are described in
the accompanying schedule of findings and questioned costs. We did not audit Montcalm County
Housing Commission’s response and, accordingly, we express no opinion on it

This report is intended solely for the information and use of the audit committee, management and federal
awarding agencies and 1s not intended fo be and should not be used by anyone other than these specified
parties.

szal’a&! d. 798

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

August 6, 2608
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ANDERSON, TACKMAN

& COMPANY, PL.C,

CERTIFIED FUBLIC ACCOLNTANTS

MONTCAILM COUNTY HOUSING COMMISSION

For the Year Ended December 31, 2007

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Federal Expensed 12-31-07
Federal Grantor/Pass CFDA Award as of Federal
Through Grantor Number Amount 12-31-06  Expenditures
Operating Subsidy 14.850 b 5,902 % - § 95902
Section 8 Rental Voucher 14.871 $ 972983 § - 3 825425
Capital Funding 14.872 S 105011 b - § 105011
Total Department of Housing and Urban Development $1,026,338
TOTATL FEDRERAL EXPENDITURES $1.,026,338

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

& COMPANY, PL.C.

CERTITIED PUBUC AGCOURTANTS

MONTCALM COUNTY HOUSING COMMISSION

NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For the Year Ended December 31, 2007

NOTE A - SIGNIFICANT ACCOUNTING POLICIES
The accompanying schedule of expenditures of federal awards includes the federal grant
activity of Montcalm County Housing Commission and is presented on the accrual basis of
accounting. The information in this schedule is presented in accordance with the requirements
of OMB Circular A-133, Audits of States, Local Governiments, and Non-Profit Organizations.
NOTE B - COST REPORTS

Management has reperted the expenditures in the Schedule of Expenditures of Federal Awards
equal to those amounts reported in the modernization eost reports.
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ANDERSON, TACKMAN

& COMPANY, PL.C,

CERTIFIED PUBLIC ACGOUMTANTS

MONTCALM COUNTY HOUSING COMMISSION

SCHEDULE OF FINDINGS AND QUESTIONED CQSTS

For the Year Ended December 31, 2007

SUMMARY OF AUDITORS' RESULTS

1. The auditors’ report expresses an unqualified opinion of the general purpose financial statements of
the Montcalm County Housing Commission.

2. There were sigmificant deficicncics relating to the audit of the general purpose financial statements.

3. There were no instances of nencompliance material to the general purpose {inancial statements of
the Montcalm County Housing Commission.

4. There were no significant deficiencies relating to the audit of the major federal award programs as
reported in the Report on Compliance with Requirements Applicable to Each Major Program and

Internal Control over Compliance in Accordance with OMB Circular A-133.

5. The auditors’ report on compliance for the major federal award programs for the Montcalm County
Housing Commission expresses an unqualified opinion.

6. There were no audit findings relative to the major federal award programs for the Montcalm
County lipusing Commission.

7. The programs tested as major programs included:
A. Section 8 Rental Vouchers — CFDA 14.871
8. The threshold for distinguishing Types A and B programs was $300,000.
9. Montcalm County ITousing Commission wag not determined to be a low-risk auditee.
FINDINGS = FINANCIAL STATEMENT AUDIT

SIGNIFICANT DEFICIENCIES

Finding 2007-1

Reportable Condition:
During the audit 1t was noted that the Commission was not approving travel expenses
incurred by employees and supporting documentation was missing for credit card charges.

Crireria;
24 CFR 85.20 requires the Commission to have effective {nternal controls and accountability
must be maintained for all funds, The Commission mnst adequately safeguard all assets and
must assure that it is nsed solely for authorized purposes.
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& COMPANY, P.L.C,

AN

CERTIF EC PLELIC AGCOUNTANTE

MONTCALM COUNTY HOUSING COMMISSION

SCHEDULE OF FINDINGS AND RESPONSES

For the Year Ended December 31, 2007
{Continued)

Condition:
The Commission did not have adequate policies and procedures in place for approval of
trave!l and credit card expenses

Chuestinned Costs:
None

Fffecs:

With adcquate and effective internal control policies and procedures, travel and credit card
expenses would be reviewed and approved before payment

Couse.
Lack of policies and procedures over the payment of invoices.

Recommendation:
The Commission should adopt policies and procedures that would require travel expenses to
be reviewed and approved and credit card charge slip to be included with statements before
payment Is approved.

Management's Response:
Management agrees and has alrcady implement policies and procedures requiring proper
documentation and approval of travel expenses and requiring all credit card receipts to be
attached to statements before payment is approved.

COMPLIANCE WITH LAWS AND REGULATIONS

Finding 2007-2

Reportable Condition.
During the audit it was noted that the Commission had a depository agreement signed with
one financial institution but the funds in excess of $100,000 were not fully collateralized.

Criteria:
The ACC contract with HUD states that the Commission is required to have depository
agreements signed by all financial institutions it does business with. The depository
agreement states that the financial institution will insure any of the Commission’s funds that
exceed 100,000,

Condition:
Although the Commission had depository agreements signed with its financial institutions, it
did not follow-up with them to verify that they had those funds in excess of $100,000 fully
insured. The Commissicn also did not have policies and procedures in place to monitor cash
and investments continuously to verify that the collateral proved by the financial institutions
was adequate throughout the year.
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Questioned Costs:

None

Effect:
The Commisston is not in compliance with the ACC contract.

Cuouse!
Lack of policies and procedures over depository agreements with regards to collateralization
of underinsured accounts.

Recommendation:
The Commission should require its financial institutions to provided documentation of
collateral at a minimum on a quarterly basis. The Commission should also adopt policies and
procedures to monitor its cash and investments continuously to verify that the collateral
provided by the financial institutions is adequate throughout the year.

Management s Kesponse:
Management agrees and will implement policies and procedures to monitor cash and
investment balances on a continuous basis and to requive all of its financial institutions with
whom funds are over $100,000 to provide adequate collateral.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

1. None

PRIOR FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAMS AUDIT

1. None.
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