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Jones, Cochenour & Co.
Certified Public Accountants

INDEPENDENT AUDITORS REPORT

Board of Directors Regional Inspector General of Audit
Springfield M etropolitan Housing Authority Department of Housing and Urban
Springfield, Ohio Development

We have audited the accompanying general purpose financial statements of Springfield Metropolitan Housing
Authority, as of and for the year ended September 30, 2001, as listed in the table of contents. These general purpose
financial statements are the responsibility of the Springfield Metropolitan Housing Authority's management. Our
responsibility isto expressan opinion on these general purpose financial statementsbased on our audit.

We conducted our audit in accordance with auditing standar ds 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 financial statements are free of material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosuresin the financial statements. An audit also includes assessing
the accounting principles used and significant estimates made by management, as wel as evaluating the overall
financial statement presentation. We believe that our audit providesareasonable basisfor our opinion.

In our opinion, the general purpose financial statements referred to above present fairly, in all material respects, the
financial postion of Springfield Metropolitan Housing Authority, as of September 30, 2001, and the results of its
operations and the cash flows of its proprietary fund type activities for the year then ended in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued a report dated February 7, 2002 on our
consideration of Springfield M etropolitan Housing Authority’sinternal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grants. That report is an integral part of an
audit performed in accordance with Government Auditing Standards and should beread in conjunction with thisreport
in considering the results of our audit.

Our audit was performed for the purpose of forming an opinion on the general purpose financial statementstaken asa
whole. The schedules listed in the table of contents are presented for purposes of additional analysis and are not a
required part of the financial statements of the Springfield Metropolitan Housing Authority. The accompanying
Schedule of Federal Awards Expendituresis presented for purposes of additional analysisasrequired by U.S. Office of
Management and Budget Circular A-133, Audits of States, Local Government and Non-Profit Organizations and isnot a
required part of the financial statements. The financial data schedule (*FDS") is presented for purposes of additional
analysisasrequired by the Department of Housing and Urban Development and isnot a required part of the financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, is fairly presented in all material respectsin relation to the basic financial statements
taken asa whole.

Jones, Cochenour & Co.
February 7, 2002

125 West Mulberry Street - Lancaster, Ohio 43130 - (740) 653-9581 - Columbus: (614) 837-2921 - Fax: (740) 653-0983



Springfield M etropolitan Housing Authority
Balance Sheet
Proprietary Fund Type
Enterprise Fund
September 30, 2001

ASSETS
Cash and cash equivalents $ 667,786
I nter gover nmental accountsreceivable 10,044
Receivables - net of allowance 649,435
Duefrom other funds 700,471
Inventories - net of allowance 110,531
Deferred chargesand other assets 59,802
Fixed assets - net of accumulated depreciation 12726142

TOTAL ASSETS _$ 14924211

LIABILITIES, RETAINED EARNINGSAND OTHER CREDITS

LIABILITIES
Accounts payable $ 51,373
Dueto other funds 700,471
I nter gover nmental payables 155,223
Accrued compensated absences 200,615
Tenant security deposits 88,081
Deferred creditsand other liabilities 214677
TOTAL LIABILITIES 1,410,440
RETAINED EARNINGS AND OTHER CREDITS
Contributed capital 12,324,204
Undesignated retained earnings 1,189,567

TOTAL RETAINED EARNINGSAND OTHER CREDITS 13513771

TOTAL LIABILITIES, RETAINED EARNINGS
AND OTHER CREDITS _$ 14,924,211

See accompanying notesto the general purpose financial statements
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Springfield M etropolitan Housing Authority
Statement of Revenues, Expenses and Changesin Retained Earnings
Proprietary Fund Type
Enterprise Fund
September 30, 2001

OPERATING REVENUE

Tenant revenue $ 1,306,945
Program operating grants/subsidies 7,056,252
Other income 67.801

TOTAL OPERATING REVENUE 8,430,998

OPERATING EXPENSES

Administrative 900,550
Tenant services 363,920
Utilities 648,596
M aintenance 2,186,768
Protective services 157,700
General 176,705
Bad debts 63,003
Housing assistance payments 3,580,699
Depreciation 1,060,829
TOTAL OPERATING EXPENSES 9,138,770

NET OPERATING LOSS (707,772)

NON-OPERATING REVENUE

Interest income 29,294
NET LOSS (678,478)

RETAINED EARNINGSAND OTHER CREDITS, BEGINNING 15,271,073

PRIOR PERIOD ADJUSTMENTSEQUITY TRANSFERS (1.078,824)

RETAINED EARNINGSAND OTHER CREDITS, ENDING _$ 13.513.771

RETAINED EARNINGSAND OTHER CREDITSDETAIL:

Contributed Retained

Total Capital Earninas
Beginning $ 15,271,073 $ 15,137,538 $ 133,535
Equity transfer - (682,620) 682,620
Prior period adjustments (1,078,824) (1,072,385) (6,439)
Net loss (678.478) (1.058.329) 379.851

Ending $ 13513771 $ 12324204 _$ 1189567

See accompanying notesto the general purpose financial statements
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Springfield M etropolitan Housing Authority
Statement of Cash Flows
Proprietary Fund Type
Enterprise Fund
September 30, 2001

CASH FLOWSFROM OPERATING ACTIVITIES:

Cash received from HUD $ 6,778,248
Cash received from tenants 1,306,945
Cash paymentsfor housing assistance payments (3,580,699)
Cash paymentsfor administrative (879,815)
Cash paymentsfor other operating expenses (3.587.193)
NET CASH PROVIDED BY
OPERATING ACTIVITIES 37,486

CASH FLOWSFROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Acquisition of capital assets (125,531)
Fundsfrom HUD 125,531

CASH FLOWSFROM INVESTING ACTIVITIES:

I nvestment income 29.294
INCREASE IN CASH AND CASH EQUIVALENTS 66,780
CASH AND CASH EQUIVALENTS, BEGINNING 601.006

CASH AND CASH EQUIVALENTS, ENDING _$ 667.786

RECONCILIATION OF OPERATING LOSSTO NET CASH
USED BY OPERATING ACTIVITIES:

Net operating loss $ (707,772)
Adjustmentsto reconcile operating lossto net cash used by operating activities
Depreciation 1,060,829
Prior period adjustment affecting residual receipts (77,848)
(Increase) decreasein:
Receivables - net of allowance (278,004)
Duefrom other funds (281,939)
Inventories - net of allowance (88,864)
Deferred charges and other assets (5,749)
Increase (decrease) in:
Accounts payable (20,735)
Dueto other funds 281,939
I nter gover nmental payable 139,763
Accrued compensated absences (139,246)
Tenant security deposits (131
Deferred creditsand other liabilities 155.243

NET CASH PROVIDED
BY OPERATING ACTIVITIES _$ 37.486

See accompanying notesto the general purpose financial statements
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Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

f Snifi . .
The financial statements of the Springfield M etropolitan Housing Authority (the “ Authority”) have been prepared

in conformity with accounting principles generally accepted in the United States of America (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) isthe accepted standar d-setting body
for establishing governmental accounting and financial reporting principles. The more significant of the
Authority’s accounting policies are described below.

. .
The Authority was created under the Ohio Revised Code, Section 3735.27. The Authority contracts with the
United States Department of Housing and Urban Development (HUD) to provide low and moder ate income per sons
with safe and sanitary housing through subsidies provided by HUD. The Authority depends on the subsidies from
HUD to operate.

The accompanying general purpose financial statements comply with the provision of GASB Statement 14, the
Financial Reporting Entity, in that the financial statements include all organizations, activities and functions for
which the Authority is financially accountable. Thisreport includes all activities considered by management to be
part of the Authority by virtue of Section 2100 of the Codification of Governmental Accounting and Financial
Reporting Standards.

Section 2100 indicates that the reporting entity consists of (a) the primary government, (b) organizations for which
the primary government is financially accountable, and (c) other organizations for which the nature and
significance of their relationship with the primary government are such that excluson would cause the reporting
entity’ sfinancial statementsto be mideading or incomplete.

The definition of the reporting entity is based primarily on the notion of financial accountability. A primary
government isfinancially accountable for the organizationsthat make up itslegal entity.

It is also financially accountable for legally separate organizations if its officials appoint a voting majority of an
organization’s government body and either it is able to impose its will on that organization or thereis a potential
for the organization to provide specific financial benefitsto, or to impose specific financial burdens on, the primary
government. A primary government may also be financially accountable for governmental organizations that are
fiscally dependent onit.

A primary government has the ability to impose its will on an organization if it can significantly influence the
programs, projects, or activities of, or the level of services performed or provided by, the organization. A financial
benefit or burden relationship existsif the primary government (a) is entitled to the organization’sresources; (b) is
legally obligated or has otherwise assumed the obligation to finance the deficits of, or provide financial support to,
the organization; or (c) isobligated in some manner for the debt of the organization.

Management believes the financial statements included in this report represent all of the funds of the Authority
over which the Authority isfinancially accountable.

Eund Accounting

The Authority uses the proprietary fund to report on its financial position and the results of its operations for the
Section 8 and public housing programs. Fund accounting is designed to demonstrate legal compliance and to aid
financial management by segregating transactionsrelated to certain government functionsor activities.

Funds are classified into three categories. governmental, proprietary and fiduciary. The Authority uses the
proprietary category for itsprograms.



Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

Proprietary Fund Types
Proprietary funds are used to account for the Authority’s ongoing activities which are similar to those found in the
private sector. Thefollowingisthe proprietary fund type:

Enterprise Fund — Thisfund is used to account for the operations that are financed and operated in a manner
similar to private business enterprises where the intent is that the costs (expenses, including depreciation) of
providing goods or services to the general public on a continuing basis be financed or recovered primarily
through user charges or where it has been decided that periodic determination of revenue earned, expenses
incurred, and/or net income is appropriate for capital maintenance, public policy, management control,
accountability or other purposes.

The proprietary funds are accounted for on the accrual basis of accounting. Revenues arerecognized in the period
earned and expenses are recognized in the period incurred. Pursuant to GASB Statement No. 20 Accounting and
Financial Reporting for Proprietary Funds and Other Governmental Entities that Use Proprietary Fund Accounting,
the Authority follows GASB guidance as applicable to proprietary funds and FASB Statements and
Interpretations, Accounting Principles Board Opinions and Accounting Research Bulletins issued on or before
November 30, 1989, that do not conflict with or contradict GASB pronouncements.

Lnvestments

Investments are redtricted by the provisions of the HUD Regulations (See Note 3). Investments are valued at
market value. Interest income earned in fiscal year 2001 for both programstotaled $29,294. The interest income
earned on the general fund investments in the Section 8 Program is required to be returned to HUD, and this
amount was $5,875 for the year ended September 30, 2001.

Eixed Assets

Fixed assets are stated at cost and depreciation is computed using the straight line method over an estimated useful
life of the assets. The cost of normal maintenance and repairs, that do not add to the value of the asset or materially
extend the asset life, are not capitalized. Thefollowing arethe useful lives used for depreciation purposes:

Buildings—residential 275
Buildings—non residential 40
Building improvements 15
Furniture—dweélling 7
Furniture—non-dwelling 7
Equipment — dwelling 5
Equipment — non-dwelling 7
Autosand trucks 5
Computer hardware 3
Computer software 3
L easehold improvements 15
Land improvements 15
Cash and Cash Equivalents

For the purpose of the statement of cash flows, cash and cash equivalentsinclude all highly liquid debt instruments
with original maturities of three monthsor less.



Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

Compensated Absences

The Authority accounts for compensated absences in accordance with GASB Statement No. 16. Sick leave and
other compensated absences with similar characteristics are accrued as a liability based on the sick leave
accumulated at the balance sheet date by those employees who currently are dligible to receive termination
payments. To calculate the liability, these accumulations are reduced to the maximum amount allowed as a
termination payment. All employees who meet the termination policy of the Authority for years of service are
included in the calculation of the compensated absences accrual amount.

Vacation leave and other compensated absences with similar characteristics are accrued asa liability asthe benefits
are earned by the employees if both of the following conditions are met: 1) The employees rights to receive
compensation are attributable to services already rendered and are not contingent on a specific event that isoutside
the control of the employer and employee, 2) It isprobablethat the employer will compensate the employeesfor the
benefitsthrough paid time off or some other means, such as cash payments at termination or retirement.

In the proprietary fund, the compensated absences ar e expensed when earned with the amount reported as a fund
liability.

ital ibuti
This represents contributions made available by HUD with respect to all federally aided projects under an annual

contributions contract.

The Authority annually preparesits budget as prescribed by the Department of Housing and Urban Development.
This budget is submitted to the Department of Housing and Urban Development and once approved is adopted by
the Board of the Housing Authority.

Edtimates
The preparation of financial satementsin conformity with accounting principles generally accepted in the United
States of America requires management to make estimates and assumptions that affect 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 revenue and expenses during the reporting period. Actual results could differ from those
estimates.

Receivables—net of allowance
Bad debts are provided on the allowance method based on management’s evaluation of the collectability of
outstanding tenant receivable balances at the end of the year. The allowance for uncollectable receivables was
$36,113 at September 30, 2001.

Lnventorjes
Inventoriesare stated at cost. The allowancefor obsoleteinventory was $13,000 at September 30, 2001.

The Authorlty adopted GASB 33 effectlve for the year ended September 30, 2001. Nonexchange transactions
occur when the Public Housing Authority (PHA) receives (or gives) value without directly giving equal valuein
return. GASB 33 identifiesfour classes of nonexchange transactions asfollows:

> Derived tax revenues. result from assessments imposed on exchange transactions (i.e., income taxes, sales
taxes and other assessmentson earnings or consumption).

> Imposed nonexchange revenues: result from assessments imposed on nongover nmental entities, including
individuals, other than assessments on exchange transactions (i.e. property taxesand fines).

» Government-mandated nonexchange transactions. occur when a government at one level provides
resources to a government at another level and requires the recipient to use the resources for a specific
purpose (i.e., federal programsthat state or local gover nments are mandated to perform).



Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES- CONTINUED

ansactions - Continued

» Voluntary nonexchange transactions. result from legidative or contractual agreements, other than
exchanges, entered into willingly by the parties to the agreement (i.e, certain grants and private
donations).

PHA grantsand subsidieswill be defined as a gover nment-mandated or voluntary nonexchange transactions.
GASB 33 establishestwo distinct standar ds depending upon thekind of stipulation imposed by the provider.

» Time requirements specify (a) the period when resources are required to be used or when use may begin
(for example, operating or capital grantsfor a specific period) or (b) that the resources arerequired to be
maintained intact in perpetuity or until a specified date or event has occurred (for example, permanent
endowments, term endowments, and similar agreements). Time requirements affect the timing of
recognition of honexchangetransactions.

» Purpose restrictions specify the purpose for which resources are required to be used. (i.e. capital grants
used for the purchase of capital assets). Purposeregtrictionsdo not affect when a nonexchange transaction
isrecognized. However, PHAs that receive resources with purposerestrictions should report resulting net
assets, equity, or fund balance asrestricted.

The PHA will recognize assets (liabilities) when all applicable digibility requirements are met or resources received
whichever isfirst. Eligibility requirements established by the provider may stipulate the qualifying characteristics
of recipients, time requirements, allowable costs, and other contingencies.

The PHA will recognize revenues (expenses) when all applicable digibility requirementsare met. For transactions
that have a time requirement for the beginning of the following period, PHAs should record resources received
prior tothat period asdeferred revenue and the provider of those resour ceswould record an advance.

The PHA receives government-mandated or voluntary nonexchange transactions, which do not specify time
requirements. Upon award, the entire subsidy should be recognized asareceivable and revenuein the period when
applicable igibility requirements have been met.

2. RECONCILIATION FROM GAAPBASISTO HUD BASIS

The following table summarizes the adjustments necessary to reconcile the GAAP basis financial statementsto the
HUD basisyear end reportsfiled with HUD:
Housing
Public Choice

GAAP BasisIncome (L 0ss) $ (857279 $ 178880 % 35362 $ (12,817)
Increase (Decrease) in:
Prior period and accrual adjustment (77,988) 6,633 - -
Depreciation expense 972,029 2,500 - -

HUD BASISRESIDUAL RECEIPTS
(DEFICIT) FOR YEAR END REPORTS _$ 36762 _$ 188013 _$ 35362 _$ _ (12.817)



Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

3. CASH
State statutes classfy moniesheld by the Authority into three categories.

Active deposits are public deposits necessary to meet demands on the treasury. Such monies must be maintained
either as cash in the Authority’s Treasury, in commercial accounts payable or withdrawable on demand, including
negotiable order of withdrawal (NOW) accounts, or in money market deposit accounts.

Inactive depodits are public deposits that the Authority has identified as not required for use within the current
two-year period of designation of depositories. Inactive deposits must either be evidenced by certificates of deposit
maturing not later than the end of the current period of designation of depostories, or by savings or deposit
accountsincluding, but not limited to passbook accounts.

Interim deposits are deposits of interim monies. Interim monies are those monies which are not needed for
immediate use but which will be needed before the end of the current period of designation of depositories. Interim
deposits must be evidenced by time certificates of deposit maturing not mor e than oneyear from the date of deposit
or by savingsor deposit accountsincluding passbook accounts.

Protection of Authority’s deposdits is provided by the Federal Deposit Insurance Corporation (FDIC) by eligible
securities pledged by the financial ingtitution as security for repayment, but surety company bonds deposited with
the treasurer by the financial ingtitution or by a single collateral pool established by the financial ingtitution to
securetherepayment of all public monies deposited with theinstitution.

The Authority’s deposits ar e categorized to give an indication of the leve of risk assumed by the entity at year end.
Category 1 includes deposits that are insured or collateralized with securities held by the Authority or its
safekeeping agent in the Authority’s name. Category 2 includes uninsured deposits collateralized with securities
held by the pledging financial ingtitution’s trust department or safekeeping agent in the Authority’s name.
Category 3 includes uninsured and uncollateralized with securities held by the pledging institution, or by itstrust
department or safekeeping agent, but not in the Authority’s name.

Depodits: The carrying amount of the Authority's depositstotaled $667,786 (includes tenant security deposits). The
corresponding bank balancestotaled $758,755. The carrying amount includes petty cash of $400.

Thefollowing show the Authority’ s deposits (bank balances) in each category:

Category 1. $100,000 was covered by federal depository insurance
Category 2: $658,755 was cover ed by specific collateral pledged by the financial institution
in the name of the Authority.

4. NOTE TO SCHEDULE OF FEDERAL AWARDS EXPENDITURES

The accompanying schedule of federal awar ds expendituresis a summary of the activity of the Authority's federal
award programs. The schedule hasbeen prepared on the cash basis of accounting.

5. RISK MANAGEMENT

The Authority maintains comprehensive insurance coverage with private carriers for health, real property,
building contents and vehicles. Vehicle policies include liability coverage for bodily injury and property damage.
There was no significant reduction in coverages and no settlements exceeded insurance coverage during the past
threeyears.



Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

6. FIXED ASSETS

Thefollowing isa summary:

Land $ 2,014,807
Buildings 22,130,980
Furniture and equipment - dwellings 91,213
Furniture and equipment - administrative 428,662
L easehold improvements 17,064
24,682,726

Accumulated depreciation (11,956,584)

NET FIXED ASSETS _$ 12726142

Thefollowing isa summary of changes:

Balance Additions/ Deletions/ Balance
—Sent30.2000  __ Reclass ~ _ Corrections _Sept 30,2001

Land $ 2014807 $ - 3% - $ 2,014,807
Buildings 21,658,950 503,021 30,991 22,130,980
Furniture and equipment

- dwellings - 91,213 - 91,213
Furniture and equipment

- administrative 495,385 199,987 266,710 428,662
L easehold improvements - 17,064 - 17,064
Construction in progress 1,519,113 - 1519113 -

TOTAL FIXED ASSETS _$ 25688255 _$ 811285 _$ 1816814 _$ 24682726

The depreciation expense for the year ended September 30, 2001 was $1,060,829.
7. DEFINED BENEFIT PENSION PLANS—-PUBLIC EMPLOYEESRETIREMENT SYSTEM

All employees participate in the Public Employees Retirement System of Ohio (PERS), a cost sharing multiple
employer public employee retirementsystem administered by the Public Employee Retirement Board. PERS
provides basic retirement and disability benefits, annual cost of living adjustments, and death benefits to plan
members and beneficiaries. Benefits are established by Chapter 145 of the Ohio Revised Code. PERS issues a
stand-alone financial report which may be aobtaining by writing to the Public Employee Retirement System, 277
East Town Street, Columbus, Ohio 43215-4642.

Plan membersarerequired to contribute 8.5 percent of their annual covered salary to fund pension obligations and
the Authority was required to contribute 9.35 percent through September 30. The calculation changed to .9565
times the employee’ s withheld amount effective July 1, 2000. Contributions are authorized by State statute. The
contribution rates are determined actuarially. The Authority’srequired contributionsto PERSfor the years ended
September 30, 2001, 2000 and 1999 wer e $296,926, $277,311, and $264,863, respectively. The full amount has been
contributed for 2000 and 2001. Ninety-two percent (92%) has been contributed for 2001, with the remainder being
reported asaliability within the enterprise fund.
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Springfield M etropolitan Housing Authority
Notesto the general purpose financial statements
September 30, 2001

8. POSTEMPLOYMENT BENEFITS-PUBLIC EMPLOYEESRETIREMENT SYSTEM

The Public Employees Retirement System of Ohio (PERS) provides postretirement health care coverage to age
and service retirees with ten or more years of qualifying Ohio service credit. Health care coverage for disability
recipients and primary survivor recipients is available. The health care coverage provided by the retirement
system is considered an Other Postemployment Benefit as described in GASB Statement No. 12. A portion of
each employer’s contribution to PERS is set aside for the funding of postretirement health care based on
authority granted by State statute. The 2000 employer contribution rate was 10.84 percent of
covered payroll; 4.30 percent was the portion that was used to fund health care for 2000. For 1999, the
contribution rate was 13.55 percent of covered payroll; 4.20 percent was the portion that was used to fund
health care.

Benefits are advance-funded using the entry age normal cost method. Significant actuarial assumptions, based on
PERS s latest actuarial review performed as of December 31, 1999, include a rate of return on investments of 7.75
percent, an annual increase in active employee total payroll of 4.75 percent compounded annually (assuming no
change in the number of active employees) and an additional increase in total payroll of between .54 percent and
5.1 percent based on additional annual pay increased. Health care premiums were assumed to increase 4.75
percent annually.

All investments are carried at market. For actuarial valuation purposes, a smoothed market approach is used.
Assetsareadjusted to reflect 25 percent of unrealized market appreciation or depreciation on investment assets.
The number of active contributing participants was 401,339. The Authority’s actual contributions for 2001 which
were used to fund postemployment benefits were $8,550. The actual contribution and the actuarially required
contribution amounts arethe same. PERS s net assets available for payment of benefitsat December 31, 1999, (the
latest information available) were $10,805.5 million. The actuarially accrued liability and the unfounded actuarial
accrued liability were $12,473.6 million and $1,668.1 million, respectively.

For 2000, PERS elected to return to an actuarially pre-funded type of disclosure becauseit is a better presentation
of PERS sactual funding methodology. Since 1997, disclosureshad been based on a pay-as-you-go funding basis.

9. SUBSEQUENT EVENTS
A. Pending or threatened litigation:

NAACP, Arnette Hardnick vs. Harold T. Riedel, Jr., Executive Director — Pending civil RICO case filed by the
NAACP and residents of the Company’s housing units as co-plaintiffs, now considered a class action.
Settlement discussions have been attempted, but have failed. The outcomeisuncertain.

Richard L. Wright vs. Springfield Metropolitan Housing Authority — Pending employment discrimination case
which arose out of the termination of the Authority’sformer finance director. A tentative settlement was
reached on February 21, 2002, pending approval by the United States Bankruptcy Court for the Southern
District of Ohio.

Stephanie Kellum vs. Springfield Metropolitan Housing Authority — Pending breach of contract and wage
agreement, race discrimination and hostile work environment. Some discussions and offer s have been made
to attempt to settle this case, without success. The outcome in uncertain.

Gerald Fair vs. Springfield Metropolitan Housing Authority — Pending Ohio Public Meeting Act (Sunshine
Act) case which arose out of the termination of the Authority’sformer Human Resour ce Specialist position.
A tentative settlement agreement was reached February 2002, and is expected to be submitted to the
Board of Commissionersfor formal approval March 19, 2002.

B. The SHARP Insurance Pool Board is concerned with Springfield Metropolitan Housing's loss experience
over the past several years. Springfield Metropolitan Housing Authority was advised by the SHARP
Insurance Pool Board on January 3, 2002 that continued poor loss experience may result in action to expel
Springfield M etropolitan Housing Authority from the pool.
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FDS
Line
ltem

Account Description

111
113
114
100

122
124
125
126
126.1
120

142
143
1431
144
150

161
162
163
164
165
166
160

180

190

ASSETS
Cash - unrestricted
Cash - other restricted
Cash - tenant securitv deposits
TOTAL CASH

Accountsreceivable - HUD other proi
Accountsreceivable - other statelocal
Accountsreceivable - miscellaneous
A/R Tenants - dwellina rents
Allowance for doubtful accts

TOTAL ACCOUNTSRECEIVABLE

Prepaid expenses and other assets
Inventories
Allowance for obsoleteinventory
Interproaram due from

TOTAL CURRENT ASSETS

Land
Buildinas
Furniture and equipment - dwellinas
Furniture and equipment - admin
L easehold improvements
Accumulated depreciation
TOTAL FIXED ASSETS. NET

TOTAL NON-CURRENT ASSETS

TOTAL ASSETS

Springfield M etropolitan Housing Authority
Balance Sheet
FDS Schedule Submitted to HUD
Proprietary Fund Type
Enterprise Fund
September 30, 2001

14.850 14.850 14.871 14.871 14.856 Proiect 14.872 14.872 14.854
Public & Public & Sect. 8 Hsa Sect. 8 Hsa Sect 8 Choice PH Capital PH Capital Drua
Indian Hsq Indian Hsa ChoiceVO ChoiceVO Mod Rehab State/lL ocal Fund Fund Elimination TOTAL
$ 268736 $ - $ 260969 $ $ - 8 - $ - 8 - $ - $ 529.705
- - 50.000 - - - - - 50.000
88.081 - - - - - - - 88.081
356.817 - 310.969 - - - - - 667.786
- - - 15.019 - 249.428 271.184 55.977 591.608
- - 10.044 - - - - - 10.044
31.159 - - - - - - - 31.159
62.781 - - - - - - - 62.781
(36.113) - - - - - - - (36.113)
57.827 - 10.044 15.019 - 249,428 271.184 55.977 659.479
59.802 - - - - - - - 59,802
123531 - - - - - - - 123,531
(13.000) - - - - - - - (13.000)
661,105 - 38.089 - 1277 - - - 700471
1.246.082 - 359.102 15.019 1.277 249,428 271.184 55.977 2.198.069
2.014.807 - - - - - - - 2.014.807
21.627.959 91.075 - - - 411,946 - - 22,130,980
- - - - - 91.213 - - 91.213
228.675 - 24,999 - - 113.133 61.855 - 428.662
- - - - - 17.064 - - 17.064
_(11.836.386) (1.656) (2.500) - - (105.733) (10.309) - (11.,956.584)
12,035.055 89.419 22.499 - - 527.623 51.546 - 12,726,142
12.035.055 89.419 22,499 - - 527.623 51.546 - 12,726,142
$ 13281137 _$ 89419 $ 381601 _$ $ 15019 3 1277 $ 777051 $ 322730 % 55977 _$ 14924211

See independent auditors’ report
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Springfield M etropolitan Housing Authority
Balance Sheet
FDS Schedule Submitted to HUD
Proprietary Fund Type
Enterprise Fund
September 30, 2001

FDS 14.850 14.850 14.871 14.871 14.856 Proiect 14.872 14.872 14.854

Line Public & Public & Sect. 8 Hsn Sect. 8 Hsa Sect 8 Choice PH Capital PH Capital Drua

ltem Account Description Indian Hsa Indian Hso ChoiceVO ChoiceVO Mod Rehab State/L ocal Fund Fund Elimination TOTAL

LIABILITIES

312 Accounts pavable <=90 davs $ 51134 $ - $ 239 $ - % - $ - % - % - % - % 51.373
321 Accrued waaes/pavroll taxes 48,936 - 4,770
322 Accrued compensated absences 122,115 - 24.794 - - - - - - 146.909
331 Accountspavable- HUD PHA proarams - - 1.814 91.503 - - - - - 77.326
333 Accountspavable - other aovt 61.906 - - - - - - - - 61.906
341 Tenant securitv deposits 88.081 - - - - - - - - 88.081
342 Deferred revenue - - - - - 1.277 - - - 1.277
347 Interproaram dueto 39.366 - 84.516 - - - 249.428 271.184 55977 700471
310 TOTAL CURRENT LIABILITIES 411,538 - 116.133 91.503 - 1.277 249.428 271.184 55.977 1.197.040
353 Noncurrent liabilities - other 115,959 - 97.441 - - - - - - 213.400
350 TOTAL NONCURRENT LIABILITIES 115959 - 97.441 - - - - - - 213400
300 TOTAL LIABILITIES 527.497 - 213,574 91,503 - 1.277 249,428 271184 55,977 1.410.440
513 TOTAL EQUITY 12.753.640 89.419 168.027 (91.503) 15.019 - 527.623 51,546 - 13513771
600 TOTAL LIABILITIESAND EQUITY _$ 13281137 _$ 89419 _$ 381601 _$ - % 15019 $ 1277 $ 777051 $ 322730 % 55977 _$ 14,924,211

See independent auditors’ report
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Springfield M etropolitan Housing Authority
Balance Sheet
FDS Schedule Submitted to HUD
Proprietary Fund Type
Enterprise Fund
September 30, 2001

FDS 14.850 14.850 14.871 14.871 14.856 Proiect 14.872 14.872 14.854
Line Public & Public & Sect. 8 Hsa Sect. 8 Hsa Sect 8 Choice PH Capital PH Capital Drua
Item Account Description Indian Hsq Indian Hsa ChoiceVO ChoiceVO Mod Rehab State/lL ocal Fund Fund Elimination TOTAL
REVENUE
703 Net tenant revenue $ 1306945 _$ -3 -3 -3 -3 -3 -3 -3 - _$ 1306945
705 TOTAL TENANT REVENUE 1.306.945 - - - - - - - - 1.306.945
708 Other aovernment arants - - - - - 19.476 - - - 19.476
706 PHA HUD arants 1.499.900 63.425 3.535.180 289.852 264.894 - 745,950 363.972 148.072 6.911.245
706.1 Canital contributions - 63.676 - - - - - 61.855 - 125,531
711 Investment income - unrestricted 14.055 - 9.489 5,750 - - - - - 29.294
715 Other revenue 67.801 - - - - - - - - 67.801
TOTAL REVENUE 2.888.701 127.101 3.544.669 295.602 264.894 19.476 745,950 425,827 148.072 8.460.292
EXPENSES

911 Administrative salaries 174.431 - 180.600 14.700 14.700 14.812 - - - 399.243
912 Auditina fees 23.375 - - - - - - - - 23.375
914 Compensated absenses (4.545) - 6.239 - - - - - - 1.694
915 Emplovee benefit contribution - admin 78.833 - 72.625 4,000 - - - - - 155.458
916 Other operatina - administrative 124,492 - 22,999 339 4,339 4,664 - 163.947 - 320.780
921 Tenant services- salaries 223433 - - - - - - - - 223433
923 Emplovee benefit contrib - ten svcs 100.731 - - - - - - - - 100.731
924 Tenant services- other 39.756 - - - - - - - - 39.756
931 Water 189.615 - - - - - - - - 189.615
932 Electricity 270,155 - - - - - - - - 270.155
933 Gas 188.826 - - - - - - - - 188.826
941 Ord maintenance/op - labor 577.086 - - - - - - - - 577.086
942 Ord maintenance/op - materials 164.907 63.425 - - - - - - - 228.332
943 Ord maintenance/op - cont costs 115,123 - - - - - 745,950 261.880 - 1,122,953
945 Emp benefit contrib - ord main 258.397 - - - - - - - - 258.397
952 Protective services- other cont costs 9.628 - - - - - - - 148.072 157.700

See independent auditors’ report
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Springfield M etropolitan Housing Authority
Balance Sheet
FDS Schedule Submitted to HUD
Proprietary Fund Type
Enterprise Fund
September 30, 2001

FDS 14.850 14.850 14.871 14.871 14.856 Proiect 14.872 14.872 14.854

Line Public & Public & Sect. 8Hsn Sect. 8Hsa Sect 8 Choice PH Canital PH Canital Drua

[tem Account Description —IndianHsa _ IndianHsa _ ChoiceVO _ ChoiceVO _Mod Rehab _ State/Local Fund Fund —Elimination ___TOTAL

EXPENSES - CONTINUED

961 Insurance premiums 114.747 - - - - - - - - 114,747
962 Other aeneral expenses 52 - - - - - - - - 52
963 PILOT 61.906 - - - - - - - - 61.906
964 Bad debts- tenant rents 63.003 - - - - - - - - 63.003
969 TOTAL OPERATING EXPENSES 2773951 63.425 282 463 19.039 19.039 10476 745,950 425 827 148,072 4,497,242

970 EXCESSOPERATING REVENUE OVER

EXPENSES 114.750 63.676 3.262.206 276.563 245,855 - - - - 3.963.050

973 Housing Assistance Pavments - - 3.080.826 241,201 258.672 - - - - 3.580.699

974 Depreciation expense 972.029 1.656 2.500 - - - 74.335 10.309 - 1.060.829

900 TOTAL EXPENSES 3.745.980 65.081 3.365.789 260,240 277.711 19.476 820.285 436.136 148.072 9.138.770
EXCESS OF REVENUE

1000 OVER EXPENSES (857.279) 62.020 178.880 35.362 (12.817 - (74.335) (10.309) - (678.478)

1103 Beginnina equitv 13.674.958 27.399 23.979 70.895 (607) - 1.382.720 91.729 - 15.271.073

1104 Prior period adi/equitv transfers (64.039) - (34.832) (197.760) 28.443 - (780.762) (29.874) - (1.078.824)

ENDING EQUITY _$ 12753640 _$ 89419 $ 168,027 $ (91503) _$ 15019 $ - 3% 527623 $ 51546 _$ - _$ 13513771

See independent auditors’ report
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Springfield M etropolitan Housing Authority
Schedule of Federal Awards Expenditures
September 30, 2001

EROM U.S. DEPARTMENT OF HUD
DIRECT PROGRAMS

PHA Owned Housina:
Public and Indian Housina (operatina subsidy)
Public and Indian Housina (development)
Comprehensive Grant
Public Housina Capital Fund
Public and Indian Housina Drua Elimination Proaram

Housina Assistance Pavments:
Annual Contribution -
Housina Choice Vouchers
Housina Choice Vouchers (Certificate)
Total Cluster

Section 8 Moder ate Rehabilitation

Total - All Programs

See independent auditors’ report

16

FEDERAL
CFDA

NUMBER

14.850
14.850
14.859
14.872
14.854

14.871
14.871

14.856

FUNDS
EXPENDED

1.499.900
127.101
745,950
425,827
148.072

3.535.180

— 280852
3.825.032

— 264804

$ 7036776



Springfield M etropolitan Housing Authority
Cost Certification of Comprehensive Grant Programs
September 30, 2001

Comprehensive Grant Number OH16-P021.: 706 707

Onperations $ 92.579 $ -
M anagement impr ovements 175.556 195,169
Administration 92,578 92.579
Fees and costs 1.133 86.464
Siteimprovement 15.632 -
Dwellina structure 207.465 21.371
Non-dwellina structure - 389.974
Non-dwellina equipment 239.436 108.434
Dwellina equipment - non-expenditure 101413 81.854

TOTAL EXPENDED $ 925,792 $ 975,845

TOTAL RECEIVED $ 925,792 $ 975,845

1. The final evaluation report was signed and filed on August 28, 2000 and October 29, 2001 for 706 and 707,
respectively.

2. The actual moder nization cost certificate was signed and filed on August 28, 2000 and October 29, 2001 for 706 and
707, respectively.

3. Thefinal costson the certificate agreesto the Authority’srecords.

See independent auditors’ report
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Jones, Cochenour & Co.
Certified Public Accountants

REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL
REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTSPERFORMED
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Directors Regional Ingpector General of Audit
Springfield M etropolitan Housing Authority Department of Housing and Urban
Springfield, Ohio Development

We have audited the general purpose financial statements of Springfield M etropolitan Housing Authority as of and for
the year ended September 30, 2001, and have issued our report thereon dated February 7, 2002. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the
United States.

Compliance

As part of obtaining reasonable assurance about whether Springfield Metropolitan Housing Authority's financial
statements are free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grants, noncompliance with which could have a direct and material effect on the
deter mination of financial satement amounts. However, providing an opinion on compliance with those provisonswas
not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed no
instances of noncompliancethat arerequired to bereported under Government Auditing Standards.

I o :

In planning and performing our audit, we considered Springfield Metropolitan Housing Authority’s internal control
over financial reportingin order to determine our auditing proceduresfor the purpose of expressing our opinion on the
financial statements and not to provide assurance on the internal control over financial reporting. Our consideration of
the internal control over financial reporting would not necessarily disclose all matters in the internal control over
financial reporting that might be material weaknesses. A material weakness is a condition in which the design or
operation of one or more of the internal control components does not reduce to a relatively low level the risk that
misstatements in amounts that would be material in relation to the financial statements being audited may occur and
not be detected within a timely period by employees in the normal course of performing their assigned functions. We
noted no matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses. We noted other matters that have been reported to management in a separate letter dated
February 7, 2002.

Thisreport isintended solely for the information and use of the board of directors, management, Auditor of State and
federal awarding agencies and isnot intended to be and should not be used by anyone other than these specified parties.

Jones, Cochenour & Co.
February 7, 2002

125 West Mulberry Street - Lancaster, Ohio 43130 - (740) 653-9581 - Columbus: (614) 837-2921 - Fax: (740) 653-0983



Jones, Cochenour & Co.
Certified Public Accountants

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

Board of Directors Regional Inspector General of Audit
Springfield M etropolitan Housing Authority Department of Housing and Urban
Springfield, Ohio Development

Compliance

We have audited the compliance of Springfield Metropolitan Housing Authority with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133 that are applicableto each
of its major federal programs for the year ended September 30, 2001. Springfield M etropolitan Housing Authority's
major federal programs are identified in the summary of auditors 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 responsbility of Springfield Metropolitan Housing Authority's
management. Our responsibility isto express an opinion on Springfield M etropolitan Housing Authority's compliance
based on our audit.

We conducted our audit of compliance 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; 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 requirementsreferred 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 Springfield Metropolitan Housing Authority's compliance with those requirements and
performing such other procedures aswe 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 Springfield M etropalitan
Housing Authority's compliance with those requir ements.

In our opinion, Springfield M etropolitan Housing Authority complied, in all material respects, with the requirements
referred to above that are applicableto each of itsmajor federal programsfor the year ended September 30, 2001.

Lnternal Control Over Compliance

The management of Springfield Metropolitan Housing Authority 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 Springfield M etropolitan Housing Authority's
internal control over compliance with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing proceduresfor the purpose of expressing our opinion on compliance and to
test and report on internal control over compliance in accordance with OMB Circular A-133.

125 West Mulberry Street - Lancaster, Ohio 43130 - (740) 653-9581 - Columbus: (614) 837-2921 - Fax: (740) 653-0983



Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control that might be material weaknesses. A material weaknessis a condition in which the design or operation of one
or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with
applicable requirements of laws, regulations, contracts and grantsthat would be material in relation to a major federal
program being audited may occur and not be detected within a timely period by employees in the normal course of
performing their assigned functions. We noted no matters involving the internal control over compliance and its
oper ation that we consider to be material weaknesses.

Thisreport isintended solely for the information and use of the board of directors, management, Auditor of State, and
federal awarding agencies and isnot intended to be and should not be used by anyone other than these specified parties.

Jones, Cochenour & Co.
February 7, 2002
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Schedule of Findings and Questioned Costs
OMB Circular A-133 §.505

Springfield M etropolitan Housing Authority
September 30, 2001

1. SUMMARY OF AUDITORS RESULTS

Type of Financial Statement Opinion Unqualified
Werethere any material control weakness conditions No
reported at thefinancial satement level (GAGAS)?

Werethere any other reportable control weakness No
conditionsreported at the financial satement level

(GAGAYS)?

Wasthere any reported material non-complianceat the | No
financial statement level (GAGAS)?

Werethere any material internal control weakness No
conditionsreported for major federal programs?

Werethereany other reportableinternal control No
weakness conditionsreported for major federal

programs?

Type of Major Programs Compliance Opinion Unqualified
Arethereany reportable findingsunder § .510? No

Major Programs (list):

Housing Choice Vouchersand Certificates (Cluster),
Public Housing, Capital Grant Fund

CFDA #14.871, 14.871, 14850, 14.872

Dollar Threshold: Type A/B Programs

$300,000

Low Risk Auditee?

Yes
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Schedule of Findings and Questioned Costs
OMB Circular A-133 §.505 - Continued

Springfield M etropolitan Housing Authority
September 30, 2001

2. FINDINGSRELATED TO FINANCIAL STATEMENTS

Thereareno findingsor questioned costsfor the year ended September 30, 2001.

3. FINDINGSRELATED TO FEDERAL AWARDS

Thereareno findingsor questioned costsfor the year ended September 30, 2001.
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Schedule of Prior Audit Findings and Questioned Costs
OMB Circular A-133 8§ .315(b)

Springfield M etropolitan Housing Authority
September 30, 2001

ORIGINAL DATE OF FINDING FINDING SUMMARY STATUS
1996 Finding Number 2000-3690-001 Corrected
1996 Finding Number 2000-3690-002 Corrected
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88 East Broad Street
STATE OF OHIO P.O. Box 1140

OFFICE OF THE AUDITOR Columbus, Ohio 43216-1140

Telephone  614-466-4514
JiM PETRO, AUDITOR OF STATE 800-282-0370

Facsimile  614-466-4490

SPRINGFIELD METROPOLITAN HOUSING AUTHORITY

CLARK COUNTY

CLERK'S CERTIFICATION
This is a true and correct copy of the report which is required to be filed in the Office
of the Auditor of State pursuant to Section 117.26, Revised Code, and which is filed
in Columbus, Ohio.

desan Toubbitt

CLERK OF THE BUREAU

CERTIFIED
MAY 9, 2002
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