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INDEPENDENT AUDITORS" REFORT

Board of Commissioners
Paw Paw Housing Commission
Paw Paw, Michigrn

We have audited the accompanying basic finencial statsments of the business-type astivities of the Paw
Pew Housing Commission as of and for the year ended December 31, 2007 as listed in the Table of
Contents. These basic financial statements aye the responsibility of the Commission’s magagement. Our
respongibility is to express an opinfon on these basic financial statements based om our andit.

of America and the standards applicable to finansial sudits contained in Governmens Audlting 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 whegher the basic financial statements are free of materal
misstatements. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the basic financial statements. An audit alse includes assessing the accounting principles
used and significant estimates made by mansgement, as well ag evaluating the overall basic financial
statements presentation. We believe that onr audit provides n reasonable basis for our opinion.

In our opirion, the basic financial statements referred to above present fairly, in all material respects, the
respective fimancial position of the business-type activities of the Paw Paw Housing Commission as of
December 31, 2007, and the respective chenges in finencial position and cash, flows, thereof for the

then ended in conformity with aceounting pritciples generally accepted in the United States of Ameriga,

In accordance with Government Auditing Standavels, we have plso issued our report dated Angust 15,
2008 op our consideration of the Paw Paw Housing Comumission’s internal control over finanejal
reporting and our tests of its compliance with certain previsions of laws, regulations, contracts and graut
agreemients and other matters. The purpose of that report is to describe the seope of our testing of internal
conrol over financial reporting and compliance and the resuts of that testing, and not to provide an
opinion on the internal control over financial reporting or on compliance. That report is an infegral part
of en audit performed in accordance with Government Audjting Standards aud should be considersd in
Rssessing the resuits of our audit. :

201 E. HUGHITT, PO. BOX 828 IRON MOUNTAIN, MICHIGAN 49801 (906) 774-4300  FAX {806) TT4-6326



Tke Management’s Discussion and Analysis on pages 5 through 8 is not a required part of the
financial statements but is supplementary information required by accounting principles gonerally
accepled in the United States of America. We have applied certain lmited procedures, which
consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information, However, we did not audit the
informatien and express no epinion on it.

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comptise the Paw Paw 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 & required part of the basic financial statements. The
Finoncial Data Schedule has been subjected to the mditing procedures applied in the audit of the
basic financial statements and, in our opinion, is fairly stated in all matsrial respects in relation to the
basic financial staterents taken as a whole.

Dotwionsbetnin . B8

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

August 15, 2008



MANAGEMENT DISCUSSION AND ANALYSIS {UNAUTED)

FINANCIAL HIGHLIGHTS

- Netassatsﬁ:rthae:li:eCommissiunwcreﬂ,sﬂ,ﬂﬂfnrthcyﬁrmdedbmhqﬂ.lﬂw
compared to $1,934,458 for the year ended Decemnber 31, 2006,

- The Commission’s operating revenucs totaled $337,108 for the year ended December 31, 2007 and
$315,042 for the year ended December 31, 2006, while Operating expenses totaled $439,385 for the
year ended December 31, 2007 and $449,581 for the year ended December 31, 2006.

USING THIS REPORT

REPORTING THE COMMISSION AS A WHOLE

Dmanalysisuftthommissionasawholebeginsonpagcg. One of the most imporiant questions asked
nhumﬂ:cCommiasion’sﬁnmmis“IsthaCummisshn,anwhole,bsttarnﬂ‘urwrscoﬂ‘auruultnﬂha
year's activities™ The Statement of Net Assets.StammofAcﬁviﬁas,Statementochvenues,Expensm,
zndChang'ainNetAm.andtheStatemmtofCashFluwsmpminfomaﬁonaboutlheCmnmisonasa
whole and abour its activities in a way that helps answer this question. These statements include alf assets
and liabilities using the accrual basis of accounting, which ic similar to the accounting used by most
private-secior cotmpanies. Audmmtmfsmvmmdwmmkmmmammtmgard]ﬁs
of when cash is received or paid. These two statemenis report the Commission’s naf assets and ¢ in
them, Youchnthinkofﬂac(.‘ammion’sn&tassﬂs—thﬁdiﬁ'ﬂ:ncehctwmasmtsandli&bﬂiﬁu—asone
way to measure the Commission’s financial heaith, or financia! pasition. Over time, increases or decreases
in the Commission’s net assets ar¢ one indicator of whether its financial health is improving or
deteriorating. waiﬂnudhcmﬂdﬁmhﬂmﬁmciﬂlhcmm,mhaschmmhme
population of low income and elderly individuals.

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

- Business-type activities ~ The Commission charges reat to tenants to help cover all or most of the
costs of services it pravides.



REPORTING THE COMMISSION’S MOST SIGNIFICANT FUNDS

THE COMMISSION AS A WHOLE

The Commission’s combined net agsets for the year ended December 31, 2007 decreased $(57,180) from
the year ended December 31, 2006.

Table 1
NET ASSETS
Assels
December 31,
2007 2006
Current assets $ 417,378 $ 428,191
Capitel assets (net) 1,542,289 1,589,794
Total assets 1,959,667 2.017.985
Liabflites
Current liabilities 82,145 82157
Noncurrent lisbilities 244 1,370
Total liabilitier . 82,389 . 83,527
Net Asseis
Invested in capital assets,
net of related debt 1,542 280 1,589,704
Unrestricted 334,989 344,664
Net Asgets $1.877.278 g 1,934,458 '

Net assets of the Commission stood af $1,877,278 for the vear ended December 31, 2007 compared to
$1,934,458 for the year ended December 31, 2006. Unrestricted net businsss assets were $334,089 for the
year cnded December 31, 2007 compared to $344,664 for the year ended December 31, 2006. In general,
the Commission’s unrestricled net assets are used to fund operations of the Commission. The decrease in
cwrent asseis was largely due to a $176,681 decrease in cash, a $162,103 increase in mvestments, and a
$5,202 increase in acoounts reccivable. Current liabilities did not change significantly from 2006 to 2007.



Table 2

CHANGE IN NET ASSETS
Year Ended December 31,
2007 2006
Revenmes:
Propram revenues:
Charges for services § 255992 5 243,732
Program grants and subsidies 122,164 172,931
General revenues:
Other revenves 4.506 3,809
Gain on sale of capital asset - 70
Unrestricted investment earnings 19.543 17,663
Total revenues 402,205 438,255
Program Expenses:
Operafing expenses : 459,385 449,581
Change in net assets (57,180) (11,326)
Net assefs - beginwing of peried 1,934,458 1,945,784
Net assets - end of period $1,877.278 % 1,934,458

BUSINESS - TYPE ACTIVITIES

Revenves for the Commission fotaled $402,205 for the year ended December 31, 2007 compared to
$438,255 for the year ended December 31, 2006. In addition, HUD operating fimds and capital finding
graats had decreased during the current year. The Commission depends on HUD operating and capital
grants 10 assist in covering iis operating expenses. The increase in operafing expenses was largely due to a
$4,361 increase in utility costs, and a $6,029 increase in depreciation expenses, and a $5,020 decrease in
administration expenses.



CAFPTIAL ASSETS

Capital Assets

The Commission had $3,478,881 invested in & variety of capital mssets inchnding land, equipment and
lzngggngs fortheyuarmdedDeccmbchl,Zﬂﬂ?oomradtoﬁ.ml,ﬁm for the year ended December 31,

CAPITAL ASSETS
Business -~ Type Activity

December 31,
2007 2006

Land | § 301,696 $ 301,606
Land improvements 62,276 57,231
Building and improvements 2,893,225 2,839,933
Equipment 221,684 202,778

Total 3,478,881 3,401,690
Less accumulated depreciation (1,936,592) (1,811,896)

NET CAPITAL ASSETS 81,542,289 $ 1,589,794

The Commission invested $78,869 in capital assets during the year ended December 31, 2007.
ECONOMIC FACTORS AND NEXT YEAR’'S BUDGETS AND RATES

The Commission’s appointed officials considered many factors when setting the budget for the calendar
year 2008. The current availability of low income and elderly tenants has been a major contributing factor
in establishing the budgeted amounts. In the vpcoming year, we do not anticipate any significant change in
the gcenpancy raie and availability of new tenante that will provide any substantia! inctsase in fevemues.
There continues to be a variety of iuflationary 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 desigmed to provide the readers with a general overview of the Commission’s
finances and to show the Commission’s accountability for the money it recsives. If you have questions
about this teport or need additional finaucial information, contact the Commissions Executive Director,
Patricia Winston, at 205 Miller Court, Paw Paw, Michigan 49079, or call 269-657-4776.
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CUERRENT ASSETS:
Cash and equivalents
Accounts reeeivable
Investments
Prepaid expenses

TOTAL CURRENT ASSETS

NOMCURRENT ASSETS:
Capital assets
Less accumulated depreciation

NET CAPITAL ASSETS
TOTAL ASSETS

CUERENT LIARILITTES:
Accounta payable
Accrued lizbilities
TOTAL CURRENT LIABILITIES
MONCUBRERENT LIABILITIES
TOTAL LIABTLITIES

NET ASSETS:

e ——
PAW HOQUSING CO ON
STATEMENT-OF NET ASSETS
Proprietary Fund
December 31, 2007

Investment in capital assets, net of related debt

Unrestricted net assets

NET ASSETS

The accompanying notes to finencial statements are an integral part of this statement.
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$ 133,085
5,624
276,740
1.929
417378
3,478,881

{1.936,392)
1,542 289

— L259.667
9,507

- 12.63%
82,145

S— L
82 189
1,542,289
334,989

£ 1877278
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EAW PAW HOUSING COMMISSION

STATEMENT OF REVENUES, EXPENSES, AND CHAN GE

IN NET ASSETS
Proprietary Fund
For the Year Ended December 31, 2067
OPERATING REVENUES:
Tenent revenue 5 255992
Program granis-subsidies 76,069
Other income ) _ oL o 51047
TOTAL OPERATING REVENUES 137.108
OPERATING EXPEMSES;
Administration 108,211
Tenant services 2,881
Utilities 87,683
Maimtenznce . : : 55,834
General 31,979
Depreciation 125,797
TOTAL OFERATING EXPENSES 459,325
OPERATING (LOSS) (122,277
NONOFERATING REVENUES AND (EXPENSES):
Capital grants 45,095
Gain on sale of fixed asset (541)
Interest income 19543
TOTAL NONOPERATING REVENUES AND (EXPENSES) 65,097
CHANGE I[N NET ASSETS ' (57,180
NET ASSETS, BEGINNING OF YEAR 1.934 458
NET ASSETS, END OF YEAR $ 1,877,278

b e,

The accompanying notes te financial statements are an integral part of this statement,
11
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PAWPA OQUSING CO SION
STATEMENT OF CASH FLOWS
Proprietary Fund

For the Year Ended December 31, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash received from grants and subsidies
Cash payments to suppliers for gaoods and services
Cash payments for weges nnd related benefits

Cash paymenis for payrment in liew of taxes
Other recelpls

NET CASH PROVIDED FROM OFERATING ACTIVITIES

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Capital granis
Proceeds from sale of capital asset
Acquicition of capital assets

NET CASH (USED) BY CAPITAL AND
RELATED FINANCING ACTIVITIES

CASH FLOWS FROM INVESTING ACTIVITIES:
Purchase of investments
Investonent income

NET CASH (USED) BY INVESTING ACTIVITIES

NET (DECREASE)} IN CASH AND EQUIVALENTS

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

RECONCILIATION OF GPERATING INCOME TO MET
CASI PROVIDED BY OPERATING ACTIVITIES:
Operating inconze (loss)
Adiustments fo reconcile operating income to net
cash provided by operating activities:
Daprecietion
Changes in assets and linbilities:
Decrease (Increase) in receivables
Decrease (Increase) in prepaid sxpenses
Increase (Decrease) in accounts payable
Tncrease (Deerease) in accrued fiabilities

NET CASH PROVIDED FROM OPERATING ACTIVITIES

The accompanying notes to financial statements are an integral part of this statement.
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$ 252760
76,069
(227,808
(88,695)
(16,515)

5,947

B58

44,125
35

(73,868)

(34,709)

(162,373)
19,343

{142,830}
(176,681)

309,766

$ 133,085

$ 2221

125,797
(3,232)

B25

1,575
(1,200)

3 B5E
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PAW PAW HOUSING COMMISSION

- NOTES TO FINANCIAL STATEMENTS
December 31, 2007

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

THE REFORTING ENTITY

The Paw Paw Housing Commission (Commission) was formed by the Village of Paw Paw,
Michigan under Public Act 18 of 1933 of the State of Michigen., The Commission aperates
under a Board of Commissioners appointed by the Village of Paw Paw.

The Commission manages 31 units of low rent public housing units, of which, for finencial
1eponing purposes, includes all of the activities relevant to its operations.

Component Unit

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

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

Based on the foregaing oriteria, it was determined that there are ne component units of the Paw
Paw Housing Commission, but the Commission is a component unit of the Village of Paw Paw.

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

BASIS OF PRESENTATION

The Commission presents its financial statements in accordance with Governmental Accounting
Standards Board (GASB) Statement Mo, 34.

The Statement of Net Asscts, Statement of Activities, Statement of Revenues, Expensss and
Change in Net Assets, and the Statement 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
goods or services,

13




ANDERSON, TACKMAN

& COMPANY, PL.C.

. e

CEATIFIED FUBLIC ACCOUNTANTS

AW PA ING C SION
NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Contimied)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continned)

BASIS OF PRESENTATION (Continued)
, .

Proprietary Punds are used o account for operations, (a) which are financed and operated in a
manner similar to private business enterprises - where the intent of the governing body is that the
costs (expenses, including depreciation) of providing goods or services ta the genzral public on a
continuing basis be fnanced or recoversd primarily ¢hrough user charges; or (b) where the
governing body has decided that periodic determinstion of revenues earned, expenses incurred,
and/or nei income is appropriate for capital maintetance, public policy, management coatrol,
zccountzbility, or other purposes.

MEAS TFO BASIS OF ACCO

'Measuremem'focus is a term used to deseribe “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 government-wide Statement of Net Assets, Statement of Activities, Statement of Revenues,
Expenses and Change in Net Assets, and the Statement of Cash Flows are presented using the
BCONOTNIC reSOUrCe meastrsment focus 2s defined below.

a, The Commission utilizes an “economic resources” messurement focus. The
accounting objectives of this measurement focus are the defermination of operating
income, changes in net assets, financiel position and cash flows. All assels and
liabilities, whether curment or noncuttent, associated with their activities are
réeported.

Basis of Accounting;

The Stafement of Net Assefs, Statement of Actjvities, Stafement of Reverues, Expenses and
Change in et Assets, and the Statement of Cash Flows are presented using the acerual basis of
accounting. Under the accrual basis of accounting, revenues are recogmized when earned and
cxpenses are recorded when the lisbility is incurred or economic asset used. Revenues,
eXpenscs, gains, losses, assets, and Habilities 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 propouncements and FASB Staiements and Interpretations that were issued on or afier
Novettiber 30, 1989, except those that conflict with a GASB pronouncement.

S ———
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PAW PAW HQUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

ASSETS, L) ITIES AND T
a. Cash and Equjvaisnts — The Commission’s cash and cash equivalents, as reported in the

Statement of Cash Flows and the Statement of Net Asgets, are considered to be cash on
hand, demand deposits, amd short-term investments with maturities of three months or Jess,

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

Due 2o ang Due From Other Programs ~ Tnterprogram receivables and payables arise from
intﬂr[n-ugramtmsactionsandaremcordedb}'aﬂ funds affected in the period in which
transactions are executed,

Capital Assets — Capital asseis purchased qr acquired are capitalized at historical cost or
cstimated historical cost. Donated capita! assets are valued at their estimated fair market
value on the date received,

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

Depreciation on all assets is provided on the straight-line basis over the estimated nzefy]
lives a3 follows:

Brildings and improvements 10-40 years
Furniture and other equipment 5-10 years

The Commission has adopted a capitalization policy for capital assets of $500 per item,
Compensated Absences - It is the Commission’s policy to permit employess to accummlate
a limited amount of earned 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 semed by the employses,

Government-Wide Statements;

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

1. Invested in capital assets — Consists of capital assets, nat of accumulated
depreciation. _ :
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PAW PAW HOUSIN SION
NOTES TO FINANCIAL STATEMENTS - -
December 31, 2007
{Continued)

NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

5. LIABILITIES NET A {Continuned)

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

REVENUES AND EXPENSES

Operating revenues and expenses are those that regult from providing services and producing
and delivering goods and/or services. Tt zlso includes all revenue and gxpenses not related to
capital and related financing, moncapital financing, or investing activities. Expenses are
classified by operating and nonoperating and are subclassified by function, sush as salaries,
supplies, and contracted services.

0 ICANT ACC G PO

Ag a geperzl rule, the effect of activity between programs has been elimingred from the
government-wide statements,

The transfers of cash between the various Authority programs are reported separately from
revenues and expepses as operating tramsfers in or {out), umless they represent temporary
advances that are to be repaid, in which case, they are caried as assets and liabilities of the
advancing ar borrowitg program.

Interpregram receivables and payables are eliminated fom fhe Statement of Net Assets,
Bud Bud 7 Acco

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

1. The Director submita to the Board a proposed operating budget for the fiscal year
commencing on Jenuary 1%, The operating budget includes proposed expenses
and the means of financing them. Prior to December 31, the budget is legaily
adopted by Board resalution,

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

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

e ————
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EAW PAW HOUSING COMMISSION

NOTES TG FINANCIAL STATEMENTS
December 21, 2007
(Contined)

NOTE B - CASH AND INVESTMENTS -

Cash and Equivalents

The Commission’s ¢ash and equivalents, as teported in the Statement of Net Assets, consistad of
the following:

Peity cash $ 250
Checking accounts 29,229
Savings and money market accounts 103,606

TOTAL $133,085

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
Commission’s deposits may not be retumed. As of December 31, 2007, the Commission held
cash and equivalents in excess of F.DIC, insurance in the amount of $3,606 of which was
uninsured and uncollateralized.

Investments

The Commission's investments, as reported in the Statement of Net Assets, consisted of the
following;

(Invesiment Maturities in Years)
Fair Less Than
_Tnvestment Type _ Value 1Year
Certificates of Deposit $276.740 $216.740

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

Michigan statutes anthorize the Commission 1o invest in bonds, other direct obligations and
repurchase agreements of the United States, centificates of tleposit, savings accounts, deposit
eccounts 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 stapdard
rating services and matures within 270 days of date of purchase, bankers’ acceptances of United
States benks, obligations of the State of Michigan and its political subdivisions, external
investment pools, and certain mual funds.

Custodial Credit Risk. Custodial credit risk is the risk that in the event of a bank failure, the
Commission's investments may not be retorned. As of December M, 2007, the Commission
held investmenis in excess of F.D.I.C insurance in the amount of $740 of which was uningured
and uncollateralized.

17
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PAW PAW HOUSING COMMISSION

NOTES TO FINANCIAL STATEMENTS
December 31, 2007
{Continued)

NOTE B - CASH AND INVESTMENTS (Continued)

Jnterest Rate Risk. Interest rate risk is the risk that changes in interest rates will adversely
affect the fair value of the Commission’s investments, State law limiis the allowsble
investments as desoribed above, The Commission does not have a formal investment policy
thet limits investment maturities as a means of managing its exposurs to fair value losses
arising from increasing interest mtes.
Credii Risk  Credit risk is the risk that an issaer or other party to an investment will not falfill
its obligations. The Commission has no investment policy limiting its investments in excess of
state law on investment credit. Ratings are not required for the Commission’s invesiments
outlined abave. The Commission’s investments are in accordance with statutory authority.

Concentration of Credit Risk. The Commission places no limit on the amount the Commission
Imay invest in one issuer. However, the Commission is required to have all funds in excess of
insured amounts to be collatetalized. The Commission's investments and balances are with the
following financial institations:
National City Bank, Paw Paw, MI 12756740
NOTE C - CAFITAIL ASSETS
A summary of capital assets for the year ended December 31, 2007 is as follows:

Balance Balance
1-107 Additions Delations 12-3107

Land $ 301,69 $ - & - 301,696
Land improvements 57,233 10,146 (5,103) 62,276
Building and improvements 2,839,983 226274  (173,032)  2,803.225
Equipment 202778 20,853 {1,94%) 221 684

3401691  $ 257,273  $(180,083)  3,478.88]

Accumulated depreciation (1,811.896) $(125797 § 1,101 (1,936,592}

Net capital assets $1.589,795 31,542 289

Depreciation expense for the year was $125,797
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AW PAW HOUSING CO N
NOTES TO FINANCIAL STATEMENTS
December 31, 2007
(Continued)

NOTE D - RISK MANAGEMENT

The Commission is exposed to various risks of loss related to torts; theft of, damage 1o, and
destruction of assets; errors and omissions; injuries to employess; and natural disasters, The
Commission tsintaing commercial insvrance covering eack of those risks of loss,
Management believes such coverage is sufficient to proclude any significant uninsuned losses to
the Commission. Settled claims have not exceeded this commercial coverage in any of the past
three fiscal years.

NOTE E - USE OF ESTIMATES

The preparation of financial statements, in conformity with accounling principles generaily
accepted in the United States of America, requires managemsnt fo make estimates and
assumptions that affect the reported amounts of assets and liabilitics and disolosure of
contingent assets and liabilities at the date of the financial statements, and the reported amounts

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

NOTE F - VULNERABILITY DUE TO CERTAIN CONCENTRATIONS

The Commissien is dependent upon the Department of Housing and Urban Development
(HUD) to fund its operations through operatmg subsidies and capital finding grants. Total
revenues for the year ended December 31, 2007 totalad $402,205 of which $122,164 or 30.4%
was from HUD subsidies and grants.

The operations of the project are subject to rules and regulations of HUD, These rules and
regulations &re subject to change, Such changes may occur with short notice and eould create 2
lack of funding to pay for operational related costs, including the additional administrative
burden to comply with the changes.

NOTE G- PENSION PLAN
The Commission has established s defined contribution plan of whick the Commission
contributes 3% of qualified wages, To be eligible, an employee must have twelve contimmous

months of service. The Commission contributions to the Plan during the year amounted io
$5,357.
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AW 17 G CO ON
FINANCIAL DATA SCHEDULE
Proprietary Fund
December 31, 2007
Low Rent Public Housing
Public Capital Fund
Account Description Houging Progrem TOTAL
ASSETS
CURRENT ASSETS:
Casgh:
Cash - unrestricted 5 100,157 3 - ¥ 100,157
Cash - tenant security deposits 2,928 - 32,238
Total eash 133085 - 133 085
Accounis and notes ressivahles:
Accounts reveivable - HUD ather projects - 1,970 1,910
Acoounts receivably- tenants 3,654 - 3654
Allowance for doubtful scepunts - terants - - -
Torl reccivables, net of allowances for dogttful aceounts 3,654 1,970 5,624
Other current agsery
Investments 276,740 - 276,740
Prepaid expensey 1,929 - 1,929
Intaprogram Jue from 1,970 - 1,970
TOTAL CUIRRENT ASSETS 417,378 1,970 419,348
NONCURRENT ASSETS:
Fixed assets:
Lznd 1,696 - 101,696
Buildings 2,872,757 - 2,872,757
Fumintte, equipment & machinery - dwellings 61,703 20,523 82286
Furnirure, equipment & machinery - adminfsirtion 139,398 - 139,308
Learehold improvementa 57,232 - 37432
Accumuleted deprecintion (1,934,714) ({L,.878) {1.936,592)
Constraection in progress - 28512 25512
Total fixed assets, net of acoumulated deprecfotion 1,498,072 44217 1,542 189
TOTAL NONCURRENT ASSETS L 498072 44 217 1,542,288
190 TOTAL ASSETS U0 $ sew 5165y

See accompanying notes to financial statements.
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PAW PAW HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

December 31, 2607

Low Rent Public Housing
N Public Capital Fund
Line ltem % Account Description Housing Progratn TOTAL
LIABILITTES ANTY NET ASSETS
LIABILITIES:
CURRENT LIABILITIES
312 Accounts payahte < 20 deys -3 0,507 5 - ) 9,507
321 Accrued whgey / peyroll taxes payabls 2,277 - 2277
322 Acctucd compensared absences - current portion 2.55% - 2,999
} 333 . Accounts payeble - other povemment - : 34,432 - 34,452
5 2 341 Tenant security deposits 32,928 - 32,928
= 35 342 Defered revenuss 2 - 2
é a ,;83 347  Interprogram dog to - 1,970 L9970
"'_E 5 316 TOTAL CURRENT LIABILITIES 82,145 1,970 24,115
=
[ ]
& § = 350 TOTAL NONCURRENT LIABILITIES 24 - 244
wdc
sk 300 TOTAL LIARILITIES 82389 1,970 84,359
ﬁ Lk ]
p NET ASSE
5U8.1 Investmend in capital eswes, net of related deky 1,498,072 44,217 1,542,280
5121  Unrestricted net asgels 134,989 - 134 580
513 TOTALNET ASSETS 1,833,061 44.217 1,877,27E
5§00 TOTAL LIABILITIES AND NET ASSETS $ 1,915.45D i 46,17 & 1E961,637

See accompanying notes to financial statements.
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PAW PAW HOUSING COMMISSION

FINANCIAL DATA SCHEDULE
Proprietary Fund

For the Year Ended December 31, 2007

Publie
. Low Rent Housing
_ Public Capilal Fund
Line Ttam # Account Deseription Housing Program TOTAL
REVENUES
703 Net tepant rental reverue ¥ 249527 b - % 249527
M4 Tensnt revenue ~ other 6465 - 6,465
5 Tatzl tenatt mvenue 255,002, - 255692
706 HUD PHA grants 61,069 15,000 76,069
706.1  Capitel grants . - 46,005 46,095
711 Investment income - unrestrictad 19,543 - 19543
715 Other revenye 5,047 - 3,047
716 Cein/loss on gale of fixed assets (541Y - {541y
700 TOTAL REVENLIE 341,110 61,005 403 205
EXPENSES
Administrative:
N1 Adminfstrative salares 80,120 - 50,120
912 Audifing fecs 3,200 - 3.0
914  Compensated ahsences (3,374) - (3,37
815 Employee benefit contributions- sdministrative 9,025 - 0,025
916 Other operating- administrative 19,245 - 19,245
Totel Administretive 108,211 - 108,211
Tenant scrvices:
024 Tenant services - other 2,881 - 2 881
Utilites:
03l Water 21,235 - 21,255
932 Flectrcity 25903 - 25903
933 a3 40,525 - 40,525
Total Utilities &7 632 - 47,683
Meintenance;
941  Ordinary maintemince and operations - jgbor 39,585 - 39,885
942  Grdimary mainienance end cperations - materials & other 11,418 - 11418
%43  Ondinery mainienence and cperations - contrace costs 40,616 - 20,616
945  Employes benefit contribulions- ordinary matntensnce 4,915 - 4915
Tatal Maintenance 95,534 - 96,334

See accompanying notes to financial statements.
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See accompenying notes to financial statements.
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Public
Low Ren: Housing
Public Capital Fund
Linc [tem # Aseount Description Housing Program TOTAL
General expenses;
B51  Insurance premiums 21,454 - 21,464
B3 Payments It lien of taxes 16,515 - 16,515
Total General Expenses 37,97% - 37,970
969 TOTAL OFPERATING EXPENSES 133,584 - 3313 58E
970 EXCESS OFERATING FEVENUE OVER
OPERATING EXPENSES 7522 61,095 68,617
874 Depreciation expense 123,919 1,378 125,797
900 TOTAL EXPENSES 457,507 1978 459,385
Other financing sources (uses)
1001 Operating transfzrs in 15,000 - 15,000
1002 Qpereting transfars oot . {13,000 (15,800}
1010 Total other financing sources (uses) 15,000 {15,000} -
1000 EXCESS (DEFICENCY) OF TOTAL REVENUE OVER,
(UNDER) TOTAL EXPENSES 3 (101,397 £ 44217 5 [57,180)
MEMO account information
1103 Beginning equity £ 1,760,556 $ 173,090  § 1933646
1104  Prior Period Adjustments, Equity Transfers § 173902 $ (173.090) § E12
1120  Unit months available 972 - 972
1121 Number of wnit months leased 957 - 957
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REPORT ON INTERNAL CONTROL OVER FINAN CIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Paw Paw Housing Commission
Paw Paw, Michigan

We have audited the financial statements of Paw Paw Housing Commission as of and for the year ended
December 31, 2007, and have issued our report thereon dated August 15, 2008. We conducted our audit
in accordance with auditing standards generally accepted in the United States of America and the
standards applicable o financial audits contained in Government Auditing Standards, issned by the
Comptreller General of the United States.

Internal Conitrol Over Financial Reportin g

In planning and performing our aundit, we considered Paw Paw Housing Commission’s internal comirol
over financial teporting as a basis for designing our auditing procedures for the purpase of expressing our
opinien on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of Paw Faw Housing Commission’s internal contral over financial reporting. Accordingly, we do not
express an opiion on the effsctiveness of Paw Paw Housing Commission’s internal control over
finaneial reporting.

A control deficiency exists when the design or operation of a control does not allow management or
employees, in the normal course of performing their assigned fumctions, to prevent or detect
misstajernents 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, recard, process, or
report financial data reliably in accordance with generally accepted accounting principles such thet there
is more than a remote likelihood that & misstatemnent 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 combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of intsrnal control over finaneial reporting was for the fimited purpose described in the
first paragraph of this section and would not necessatily identify ail deficiencies in internal control that
might be significant deficiencies or material weakness, We did not identify any deficiencies o internal
control over financial reporting that we consider to be a material weakness, as defined above.

C i and Other Matters

As part of obtaining reasonable assurance about whether the Paw Paw Housing Commission's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and granss, noncompliance with which could have & direct and material
effect on the determination of financial stafement amounts. However, providing an opinion on
compliance with those provisions was not an objective of our audit and, accardingly, we do not express
such an opinion.

The results of our tests disclosed instances of noncompliance or other maiters that are required to be

reported under Government Auditing Standards and which are described in the accompanying Schedule
of Findings and Responses as item 2007-1.
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REFORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL
STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

anyens other than thoss specified parties.

&%Mﬁhg. %

ANDERSON, TACKMAN & COMPANY, PL.C
Certified Pyblic Accountants
Iron Mountain, Michigan

August 15, 2008

L . -
CERTFIED PUSLIC Af ;CXN.NTANTS

ANDERSON, TACKMAN
& COMPANY, RL.C

——
el

This report is intended solely for the informetion of the Board of Commissioners, management and ihe
Department of Housing and Urban Develapment and is not intended to be and should not be used by
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PAW PAW HOUSING COMMISSION

SCHEDULE OF FINDINGS AND RESPONSES

For the Year Ended December 31, 2007

EINDINGS — FINANCIAL STATEMENT AUDIT
SIGRIFICANT DEFICIENCIES

Finding 2007-}

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

Criterip:
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 cxcess of $100,000
folly insured. The Commission zlso did not have policies and procedures in place lo
monitor cash and investments comtinuously to verify that the collateral proved by the
financial institutions was adequate throughout the year.

Ouestioned Costs.!

None

Effect:

The Commission is not in compliance with the ACC contract.

Crmise:
Lack of policies and procedures over depository egreements with regards to
collateralization of underinsured acconnts.

Recommendatlon:
The Commission should require its financial institutions fo provided documentation of
collateral at 2 minimur oo & quarterly basis. The Commission should alse adopt palicies
and pracedures & monitor its cash and investments continuously to verify that ths collaterat
provided by the financial institutions is adequate throughout the year.

Meanagement's Regponse:
Managemsnt agrees and will implement policies and procedures to monitor cash and
investment balances om a continuous basis and to require all of its financial institutions with

whom funds are over $100,000 te provide adequate collatcral.
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