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MALCOLM JOHNSON & COMPANY, P.A.
CERTIFIED PUBLIC ACCOUNTANTS
210 N. HIGHWAY 17-92
P.0. BOX 530848
DEBARY, FLORIDA 32753-0848

TELEPHONE (386) 668-6464
FACSIMILE (386) 668-6463

INDEPENDENT AUDITORS' REPORT

Board of Commissioners L HUD, Cleveland Area Office

Cincinnati Metropolitan Housing Authority Renaissance Bldg.
Cincinnati, Ohio 1350 Euclid Ave. — Suite 500

Cleveland, Ohio 44115-1815

We have audited the basic financial statements of the Cincinnati Metropolitan Housing Authority ("the Authority") as of and for the
year ended June 30, 2004, as listed in the table of contents. These financial statements are the responsibility of the Authority's
management. Our responsibility is to express opinions on these financial statements based on our audit.

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 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 disclosures in the basic
financial statements. An audit also includes assessing the accountmg principles used and significant estimates made by management;

as well as evaluating the overall basic financial statement presentation. We believe that our audit provides a reasonable basis for our
opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position of the Cincinnati
Metropolitan Housing Authority as of June 30, 2004, and the changes in financial position and cash flows 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 our report dated January 13, 2005, on our consideration of
the Cincinnati Metropolitan Housing Authority's internal control over financial reporting and on our tests of its compliance with
certain provisions of laws, regulations, contracts and grant agreements and other matters. The purpose of that report is to 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 financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards, and should be considered in assessmg the results of our audit.

The Management's Discussion and Analysis as detailed in this Report, is not a required part of the basic financial statements but is
supplementary information required by accounting principles generally accepted in the United States of America. We have applied
certain limited procedures, which consisted principally of inquiries made of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the financial statements of the Cincinnati Metropolitan Housing
Authority’s 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 not a required part of the basic financial statements of the Authority. Also, the accompanying
supplemental information such as the combining and individual nonmajor program financial statements, including the Financial Data
Schedule, is presented for purposes of additional analysis and is not 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 stated, in
all material respects, in relation to the basic financial statements taken

Maicolm Jo pany, P.A.

Certified Public Accountants

DeBary, Florida
January 13, 2005



CINCINNATI METROPOLITAN HOUSING AUTHORITY
+ Cincinnati, Ohio

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2004

As the management of the Cincinnati Metropolitan Housing Authority (“the Authority”), we offer the readers of
the Authority’s financial statements this narrative overview and analysis of the financial activities of the
Authority for the fiscal year ended June 30, 2004. We encourage readers to consider the information presented
here in conjunction with the Authority’s financial statements elsewhere in this report.

FINANCIAL HIGHLIGHTS

e The Authority’s net assets increased in FY2004 by $7,168,006 (3.2%). Net assets were $223,676,389
and $216,508,383 for 2004 and 2003 respectively.

o The Authority’s cash/cash equivalents and investment balances at June 30, 2004 was $7,318,623 a
decrease of $1,744,904 (19.2%) from prior fiscal year.

o The Authority had total revenue of $106,919,874 and total operating expenses of $99,810,878 for the
year ended June 30, 2004,

USING THE ANNUAL REPORT

~ o Management’s Discussion and Analysis The “Management’s Discussion and Analysis” is intended to
serve as an introduction to the Authority-wide financial statements. The Authority-wide financial
statements and Notes to Financial Statements included in the Audit Report were prepared in accordance
with GAAP applicable to governmental entities in the United States of America for Proprietary Fund
types and in compliance with the regulations set forth in GASB 34.

¢ Authority-wide Financial Statements The Authority-wide financial statements are designed to
provide readers with a broad overview of the Authority’s finances, in a manner similar to a private-
sector business. They consist of the Comparative Net Assets and Comparative Revenues, Expenses and
Changes in Net Assets.

e Notes to Financial Statements The Notes to Financial Statements provide additional information that
is essential to a full understanding of the data provided in the Authority-wide financial statements.

The Authority has many programs that are consolidated into a single enterprise fund. The major programs
consist of the following: ’

Conventional Public Housing Under the conventional or low rent housing program, the Authority rents units
that it owns to low income households. The Conventional Public Housing Program is operated under an Annual
Contributions Contract (ACC) with the U.S. Department of Housing and Urban Development (HUD), and HUD
provides Operating Subsidy and Capital Grant Funding to enable the Authority to provide the housing at a rent
that is based upon approximately 30% of household income.

Capital Fund Program The Conventional Public Housing Program also includes the Capital Fund Program,
which is the primary funding source for physical and management improvements to the Authority’s properties.
The formula funding methodology used is based upon the number of units, including the bedroom sizes and the
age of the buildings/units.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2004
(Continued)

Drug Elimination Program The Drug Elimination Program that was a grant funded through HUD, was
eliminated in August 2003. These expenses were subsequently picked up by the operating budget.

Housing Choice Vouchers Program Under the Housing Choice Voucher Program, the Authority administers
contracts with independent landlords that own the property. The Authority subsidizes the family’s rent through
the Housing Assistance Payment made to the landlord. The program is administered under an Annual
Contributions Contract (ACC) with HUD. HUD provides Annual Contributions Funding to enable the
Authority to structure a lease that sets the participants’ rent at approximately 30% of household income.

Hope VI Grant The Hope VI Grants are programs funded by HUD for redevelopment of the Authorities
properties.

THE AUTHORITY AS A WHOLE

The Authority’s net assets increased by $7,168,006 during the fiscal year as detailed below. The Authority’s
revenues are primarily subsidies and grants received from HUD. The Authority received subsidies each month
based on a pre-approved amount by HUD. Grants are drawn down based on need against a pre-authorized
funding level. The Authority’s revenue was not sufficient to cover all expenses, including depreciation during
the fiscal year.
/

By far, the largest portion of the Authority’s net assets reflects its investment in capital assets (e.g. land,
building, equipment and construction in progress). The Authority uses these capital assets to provide housing
services to its tenants; consequently, these assets are not available as a source of funds for future spending. The
unrestricted net assets of the Authority are available for the future use to provide program services.

Statement of Net Assets
(Condensed)
2004 2003
(millions) (millions)

Current Assets , $ 197 8§ 233

Other Assets 21.2 12.1

Capital Assets 206.3 211.3

Total Assets 247.2 246.7

Current Liabilities 8.7 8.6

Long Term Liabilities 14.9 21.6

Total Liabilities ' 23.6 30.2
Net Assets:

Invested in Capital Assets, Net of Related Debt 191.6 190.2

Unrestricted Net Assets 320 26.3

Total Net Assets | $ 2236 $ 2165



CINCINNATI METROPOLITAN HOUSING AUTHORITY

Cincinnati, Ohio

MANAGEMENT’S DISCUSSION AND ANALYSIS

Statement of Revenues, Expenses and Changes in Net Assets for the Year Ended

Operating/Other Revenues
Governmental Revenues

Total Operating Revenues

Operating Expenses
Depreciation Expense

Total Operating Expenses

Total Non-Operating Revenues/Expenses
Capital Contributions

Change in Net Assets

Net Assets, Beginning of Year

Prior Year Adjustment

Adjusted Net Assets, Beginning of Year

Net Assets, End of Year

BUDGETARY HIGHLIGHTS

JUNE 30, 2004

(Continued)

(Condensed)
: 2004

(millions)
$ 136

—67.1

80.7

84.2
15.0

99.2
( 1.2

26.8

7.1

216.5

.0

216.5

2003
(millions)
$ 146

65.4

80.0

77.0
16.2

93.2
( 56)

26.6

For the year ended June 30, 2004, individual program or grant budgets were prepared by the Authority and were
approved by the Board of Commissioners. The budgets were primarily used as a management tool and have no
legal stature. The budgets were prepared in accordance with accounting procedures prescribed by the applicable

funding agency.

As indicated by the excess of expenses over revenues, when adjusted by depreciation expense, the Authority
was under funded for the fiscal year 2004 and it was necessary to use reserves to cover expenses. The
Authority’s net assets increased during the fiscal year.

Capital Assets and Debt Administration

As of June 30, 2004 the Authority’s investment in capital assets for its Proprietary Fund was $206,318,521 (net
of accumulated depreciation). This investment in capital assets includes land, buildings, equipment, and

construction in progress.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

MANAGEMENT’S DISCUSSION AND ANALYSIS
JUNE 30, 2004
(Continued)

BUDGETARY HIGHLIGHTS (Continued)

Major capital assets purchased from grants of $26,885,409, during the fiscal year pertained to expenditures
made in accordance with the Authority’s Capital Fund Programs. These activities are funded by grants from
HUD.

The Authority’s long-term portion of debt as of June 30, 2004 was $12,829,833. The long term debt was
comprised of Hamilton County HOME and local bank loans for development of low rent housing in Hamilton
County, lease-purchase agreement utilized to purchase equipment for energy cost savings program, and Fannie
Mae bridge loans for Hope VI program and other mixed finance and low rent housing programs.

Economic Factors and Néxt Year’s Budgetary Highlights

The following factors were considered in preparing the Authority’s budget for the fiscal year ending June 30,
2005:

¢ Reductions in funding levels by HUD for the operating budget (funded at 98.1%) and Capital Grant.
¢ Inflationary and weather conditions which applies pressure on utility rates, supplies and other costs.

e Salary and benefits costs increases (e.g. health insurance cost increase).

e The completion of the Drug Elimination Grant occurred August 2003; therefore ongoing expenses to
maintain some of the programs were allocated to the Authority’s Public Housing program.

e The Elderly Services Grant was eliminated and the expenses to maintain these programs were allocated
to the Public Housing program and added to the operating budget for funding purposes.
Contacting the Authority
Questions concerning any of the information provided in this report or requests for additional information

should be addressed to Donald Troendle, Executive Director, Cincinnati Metropolitan Housing Authority, 16
West Central Parkway, Cincinnati, Ohio 45202.



CINCINNATI METROPOLITAN HOUSING AUTHORITY
- Cincinnati, Ohio

STATEMENT OF NET ASSETS
JUNE 30, 2004

ASSETS

Current assets
Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted
Investments
Interest receivable
Accounts receivable (net of allowance for uncollectibles)
Due from other governments
Inventory (net of allowance for obsolescence)
Notes receivable
Prepaid insurance

Total current assets

Noncurrent assets

Notes and mortgages receivable
Interest receivable on notes and mortgages
Insurance deposits

Capital assets
Land
Buildings
Furniture, equipment & machinery
Accumulated depreciation
Construction in progress

Capital assets, net of accumulated depreciation
Total noncurrent assets

Total assets

~ The accompanying notes are an integral part of these financial statements.

$ 5,695,538
1,623,085
3,039,379

3,604
1,093,545
7,471,110

297,239
171,632
362,619

19,757,751

18,828,363
2,180,638
171,947

26,897,388
245,916,608
3,194,059
(130,005,747)
60,316,213

206,318,521

227,499,469

247,257,220




CINCINNATI METROPOLITAN HOUSING AUTHORITY

Total net assets

Cincinnati, Ohio
STATEMENT OF NET ASSETS
‘ JUNE 30, 2004
(Continued)
Current liabilities
Accounts payable 1,510,002
Accrued wages/taxes payable 865,332
Accrued compensated absences 104,013
Other accrued liabilities’ 637,346
Due to other governments 2,600,178
Notes and bonds payable 1,886,075
Accrued interest payable 15,082
Prepaid rents 101,410
Payable from restricted assets:

Resident security deposits 995,357

Total current liabilities 8,714,795
Noncurrent liabilities:

Notes payable (net of unamortized discount) 12,829,833

Workers' compensation contingency 327,385

Accrued compensated absences 1,118,180

Payable from restricted assets:

Family self sufficiency escrows 590,638
Total noncurrent liabilities 14,866,036
Total liabilities 23,580,831

NET ASSETS
Investment in capital assets, Net of related debt 191,602,613
Unrestricted net assets 32,073,776

$ 223,676,389




CINCINNATI METROPOLITAN HOUSING AUTHORITY

Cincinnati, Ohio

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN

, FUND NET ASSETS
FOR THE YEAR ENDED JUNE 30, 2004

Operating revenues
Rental revenue .
Governmental revenue
Other revenue

Total operating revenues

Operating expenses
Administrative
Tenant services
Utilities
Ordinary maintenance & operation
Protective services
General expenses
Housing assistance payments
Depreciation
Total operating expenses

Operating loss

Nonoperating revenues (expenses)
Interest revenue
Interest expense
Loss on disposition of fixed assets
Casualty losses

- Total nonoperating expenses
Loss before other revenues, expenses, gains, losses and transfers
Capital contributions
Increase in fund net assets
Net assets - beginning of year - restated
Net assets, end of year

The accompanying notes are an integral part of these financial statements.

$ 12,297,694
67,117,284
1,348,191

80,763,169

17,769,521
833,874
9,231,270
12,773,526
123,775
1,589,704
41,882,847
15,061,913

99,266,430

(18,503,261)

1,362,548
(501,357)
(2,091,252)
(43,091)

(1,273,152)

(19,776,413)
26,885,409

7,108,996

- 216,567,393

$ 223,676,389




CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio -

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2004

Cash Flows From Operating Activities
Receipts from residents and other deposits
Governmental operating revenues

Other receipts ‘

Payments to suppliers

Payments to/for employees

Payments to landlords

Net cash provided by operating activities

Cash Flows From Capital and Related Financing Activities
Capital contributions

Purchases of capital assets

Disposals of capital assets

Principal paid on capital debt

Interest paid

Other payments

Net cash provided by capital and related financing activities

Cash Flows From Investing Activities

Proceeds from sales and maturities of investments
Increase in notes receivable

Interest and dividends

Net cash used by investing activities

Net decrease in cash equivalents
Balance - beginning of the year

Balance - end of the year

Reconciliation of Cash Flows to Balance Sheet:
Cash and cash equivalents - unrestricted
Cash and cash equivalents - restricted

There are no noncash investing, capital and financing activities.

$

11,914,489
69,936,250
3,319,756
(24,474,593)
(18,051,953)
(41,882,847)

761,102

26,885,409
(27,792,294)

13,581,080
(6,996,084)
(501,357)
(43,091)

5,133,663

477,358
(8,316,950)
199,923

(7,639,669)

(1,744,904)
9,063,527

7,318,623

5,695,538
1,623,085

7,318,623




CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED JUNE 30, 2004
‘ (Continued)

Reconciliation of Net Operating'Loss to
Net Cash Provided By Operating Activities

Operating loss

Adjustments to reconcile net operating loss to
net cash provided by operating activities:
Depreciation elimination
Increase in accounts receivable
Decrease in due to/(from) other governments
Increase in inventory
Increase in prepaid expenses
Decrease in other assets
Increase in security deposits
Decrease in accounts payable
Increase in accrued wages
Decrease in compensated absences
Increase in accrued liabilities
Increase in deferred revenue
Adjustment to prior year

Net cash provided by operating activities

The accompanying notes are an integral part of these financial statements.
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$

(18,503,261)

15,061,913
(405,021)
2,801,989
(41,913)
(125,261)
224,018
21,816
(546,514)
80,510
(185,609)
197,592
16,977
2,163,866

$

761,102
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004

Summary of Significant Accounting Policies and Organization:

1. Organization: The Cincinnati Metropolitan Housing Authority (“CMHA”) is a public body

corporate and politic pursuant to laws of the State of Ohio, article 44A. CMHA was organized to
provide low rent housing for qualified individuals in accordance with the rules and regulations
prescribed by the U. S. Department of Housing and Urban Development (“HUD”) and other federal
agencies. '

Reporting Entity: The governing body of CMHA is its Board of Commissioners, which is composed
of five members. The members are appointed as follows: Two (2) by the Mayor of the City of
Cincinnati, one (1) by the Hamilton County Commissioners, one (1) by the Court of Common Pleas,
and one (1) by the Probate Court. The Board appoints a Chief Executive Officer to administer the
business of CMHA. CMHA is not considered a component unit of the City of Cincinnati, as the
Board independently oversees CMHA’s operations.

In determining how to define the reporting entity, management has considered all potential component
units. The decision to include a component unit in the reporting entity was made by applying the
criteria set forth in section 2100 and 2600 of the Codification of Governmental Accounting and
Financial Reporting Standards and Statement No. 14 (amended) of the Governmental Accounting
Standards Board: The Financial Reporting Entity. These criteria include manifestation of oversight
responsibility including financial accountability, appointment of a voting majority, imposition of will,
financial benefit to or burden on a primary organization, financial accountability as a result of fiscal
dependency, potential for dual inclusion, and organizations included in the reporting entity although
the primary organization is not financially accountable. Based upon the application of these criteria,
the reporting entity had no component units.

The financial statements of the CMHA include Low-Rent Public Housing under Annual Contributions
Contract C-984, Section 8 Housing Assistance Programs under Annual Contributions Contract C-
5034, Local Initiatives Programs and the Hamilton County Affordable Housing Program.

Summary of HUD Programs: The accompanying financial statements include the activities of the
Housing Programs subsidized by HUD. A summary of each of these programs and the related
contracts with HUD is provided below.

a. Annual Contributions Contract C-984

1) Low Rent Public Housing: This type of housing consists of apartments and single-family
dwellings owned and operated by the CMHA. Funding is provided by tenant rent payments
and subsidies provided by HUD.

2) Modernization and Development: Substantially all additions to land, buildings, and
equipment are accomplished through the HOPE VI Program or Capital Fund Program. These
programs add to, replace or materially upgrade deteriorated portions of CMHA's housing
units. Funding is provided through programs established by HUD.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)

A - Summary of Significant Accounting Policies and Organization: (Continued)
3. Summary of HUD Programs: (Continued)
a. Annual Contributions Contract C-984 (Ccntinued)

3) Public Housing Drug Elimination Program (PHDEP): This is funded by HUD and used to
develop a comprehensive approach to counteract the drug problems facing residents of public
housing in targeted communities by hiring security forces to patrol communities and
establishing drug awareness and education programs.

b. Annual Contributions Contract C-5034 - Housing Assistance Payments Programs

1) Housing Choice Vouchers and Moderate Rehabilitation: These are housing programs
wherein low-income tenants lease housing units directly from private landlords rather than
through CMHA. HUD contracts with private landlords to make assistance payments for the
difference between the approved contract rent and the actual rent paid by the low-income
tenants.

¢. Resident Opportunities and Supportive Services (ROSS) - ROSS links public housing
residents with supportive services, resident empowerment activities and assmtance in becoming
economically self sufficient.

d. Service Coordinator for Public Housing Program — The Authority administers the service
coordinator for this public housing program to provide a service coordinator who is responsible
for limited case management and referral services for elderly and disabled public housing
residents. Funding for this program is provided by grants from HUD.

4. Basis of Presentation and Accounting: In accordance with uniform financial reporting standards for
HUD housing programs, the financial statements are prepared in accordance with U.S. generally
accepted accounting principles (GAAP).

Based upon compelling reasons offered by HUD, CMHA reports under the proprietary fund type
(enterprise fund), which uses the accrual basis of accounting. The enterprise fund emphasizes the
flow of economic resources measurement focus. In this fund, revenues are recorded when earned and
expenses are recorded at the time the liabilities are incurred. Pursuant to the election option made
available by GASB Statement No. 20, Pronouncements of the Financial Accounting Standards Board
(FASB) issued after November 30, 1989 are applied in the preparation of the basic financial
statements.

12



CINCINNATI METROPOLITAN HOUSING AUTHORIT
Cincinnati, Ohio c

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)

A - Summary of Significant Accounting Policies and Organization: (Continued)

4.

10.

11.

12.

Basis of Presentation and Accounting: (Continued)

The enterprise fund is used to account for those operations that are financed and operated in a manner_
similar to private business, or where the Board has decided that the determination of revenues earned,
costs incurred, and/or net income is necessary for management accountability. The intent of the
governing body is that the costs (expenses including depreciation) of providing services to the general
public on a continuing basis be financed or recovered primarily through user charges.

Budgets: Budgets are prepared on an annual basis for each major operating program and are used as
a management tool throughout the accounting cycle. The modernization and development budgets are
adopted on a “project length” basis. Budgets are not, however, legally adopted nor required for
financial statement presentation.

Cash Equivalents: Cash equivalents consist of demand deposits, a Repo account and U.S.
Government instruments. They are stated at fair value.

Interprogram Receivables and Payables: Interprogram receivables/payables are all current, and are
the result of the use of the Low Rent Public Housing Program as the common paymaster for shared
costs of CMHA. Cash settlements are made periodically and all interprogram balances net zero.
Interprogram balances are eliminated for financial statement presentation.

Investments: Investments are recorded at fair value. Investment instruments pertaining to HUD
programs consist only of items specifically approved by HUD. All funds on deposit are collateralized
in accordance with both HUD requirements and requirements of the State of Ohio. Investments are
either insured or collateralized using the dedicated method. Under the dedicated method of
collateralization, all deposits and investments over the federal depository insurance coverage are
collateralized with securities held by CMHA’s agent in CMHA’s name.

Inventories: Inventories (consisting of materials and supplies) are valued at.cost using the first in,
first out (FIFO) method. If inventory falls below cost due to damage, deterioration or obsolescence,
CMHA establishes an allowance for obsolete inventory. CMHA relies upon its periodic (annual)
inventory for financial reporting purposes. In accordance with the consumption method, inventory is
expensed when items are actually placed in service.

Prepaid Items: Payments made to vendors for goods or services that will benefit periods beyond the
fiscal year end are recorded as prepaid items.

Restricted Assets: Certain assets may be classified as restricted assets on the balance sheet because
their use is restricted by contracts or agreements with outside third parties and lending institutions.

Use of Estimates: The preparation of financial statements in conformity with GAAP requires
management to make estimates and assumptions that affect the reported amounts of assets and
liabilities and disclosure of contingent liabilities at the date of the financial statements and reported
amounts of revenues and expenditures during the reporting period. Actual results could differ from
those estimates.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio ’

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)

A - Summary of Significant Accounting Policies and Organization: (Continued)/

13. Fair Value of Financial Instruments: The carrying amount of the CMHA's financial instruments at
June 30, 2004, including cash, investments, accounts receivable and accounts payable closely
approximates fair value.

14. Fixed Assets:

a. Book Value: All purchased fixed assets are valued at cost when historical records are available.

d.

When no historical records are available, fixed assets are valued at estimated historical cost.
Land values were derived from development closeout documentations.

Donated fixed assets are recorded at their fair value at the time they are received.

Donor imposed restrictions are deemed to expire as the asset depreciates.

All normal expenditures of preparing an asset for use are capitalized when they meet or exceed
the capitalization threshold.

Depreciation: Pursuant to the enterprise GAAP method, the cost of buildings and equipment is
depreciated over the estimated useful lives of the related assets on a composite basis using the
straight-line method.

Depreciation commences on modernization and development additions in the year following
completion.

The useful lives of buildings and equipment for purposes of computing depreciation are as
follows:

Buildings 40 years
Building modernization 10 years
Office and other equipment ' 5 years

Maintenance and Repairs Expenditures: Maintenance and repairs expenditures are charged to
operations when incurred. Betterments in excess of $5,000 are capitalized. When buildings and
equipment are sold or otherwise disposed of, the asset account and related accumulated
depreciation account are relieved and any gain or loss is included in operations.

Impairment of Long-Lived Assets: CMHA has been and is currently involved in various
demolition activities in conjunction with its HOPE VI and Modernization programs. In
accordance with Statement of Financial Accounting Standards No. 144, “Accounting for the
Impairment of Long-Lived Assets and for Long-Lived Assets to be Disposed of’, CMHA has at
June 30, 2004, recognized in the accompanying financial statements the impact of the demolition
activities. Under the provisions of the statement, long-lived assets are to be reviewed for
impairment. Application for measurement of long-lived assets should be at the lower of carrying
amount or fair value less cost to sell, whether reported in continuing operations or discontinued
operations. In the current year, there was no impairment loss.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)

Summary of Significant Accounting Policies and Organization: (Continued)l

15. Compensated Absences: Compensated absences are those absences for which employees will be
paid, such as vacation and sick leave computed in accordance with GASB Statement No. 16. A
liability for compensated absences that is attributable to services already rendered and that are not
contingent on a specific event that is outside the control of CMHA and its employees, is accrued as
employees earn the right to the benefits. Compensated absences that relate to future services or that
are contingent on a specific event that is outside the control of CMHA and its employees are
accounted for in the period in which such services are rendered or in which such events take place.

16. Litigation Losses: CMHA recognizes estimated losses related to litigation in the period in which the
occasion giving rise to the loss occurred when the loss is probable and the loss is reasonably
estimable.

17. Annual Contribution Contracts: Annual Contributions Contracts provide that HUD shall have the
authority to audit and examine the records of public housing authorities. Accordingly, final
determination of CMHA'’s financing and contribution status for the Annual Contribution Contracts is
the responsibility of HUD based upon financial reports submitted by CMHA.

18. Risk Management: CMHA 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. CMHA
carries commercial insurance for major risks of loss including workers’ compensatlon and employee
health and accident insurance. Settled claims resulting from these risks have not exceeded
commercial insurance coverage in any of the past three fiscal years. Additionally, there have been no
significant reductions in insurance coverage from the prior year.

The CMHA self-insures workers' compensation with commercial coverage commencing at $250,000
per incident. \

19. Use of Restricted Net Assets: It is the Authority’s policy to first apply restricted resources when an
expense is incurred for purposes for which both restricted and unrestricted net assets are available.

Deposits and Investments: For purposes of the Statement of Cash Flows, CMHA considers all highly
liquid investments (including restricted assets) with a maturity of three months or less when purchased
and non-negotiable certificates of deposit to be cash equivalents. There were no noncash investing,
capital and financing activities during the year.

' HUD requires authorities to invest excess HUD program funds in obligations of the United States,

certificates of deposit or any other federally insured instruments.

HUD also requires that deposits of HUD program funds be fully collateralized at all times. Acceptable
collateralization includes FDIC/FSLIC insurance and the market value of securities purchased and
pledged to the political subdivision. Pursuant to HUD restrictions, obligations of the United States are
allowed as security for deposits. Obligations furnished as security must be held by CMHA or with an
unaffiliated bank or trust company for the account of CMHA.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cmcinnatl, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)
Deposits and Investments: (Continued)
Deposits: The three credit risk categories for deposits are defined as follows:
(1) Insured or collateralized with securities held by the entity or by its agent (correspondent bank or

Federal Reserve Bank) in the entity's name.

2) Collateralized with securities held by the pledging financial institution trust department or agent in the
entity's name.

(3) Uncollateralized or collateralized with securities held by the pledging financial institution or by its
trust department or agent but not in the entity's name.

Credit Risk Category

1 2 3 Fair Value

Demand Deposits ‘ $ 7316573 §_- 3§ _- $ 7,316,573

Cash on hand 2.050

Total funds on deposits $ 7.318.623
Reconciliation of deposit analysis to balance sheet:

Cash and cash equivalents - unrestricted " $ 5,695,538

Cash and cash equivalents - restricted 1,623.085

$ _7.318.623

Investments: The three credit risk categories for investments are defined as follows:
(1) Insured or registered, or securities held by the government or its agent in the government's name.

(2) Uninsured and unregistered, with securities held by the counter-party’s trust department or agent in
the government’s name.

(3) Uninsured and unregistered, with securities held by the counter-party, or by its trust department or
agent but not in the government’s name.

Credit Risk Category
1 2 3 Fair Value

Certificate of deposit $3039379 § - § -  $3.039379
Reconciliation of investment analysis to balance sheet:
Investments $ 3,039,379
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
’ Cincinnati, Ohio ‘

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004
(Continued)

Accounts Receivable:

Tenants (net of allowance for doubtful accounts of $38,295) $ 255,524

The Affiliates/Project Monitoring \ 838,021
$1,003,545

Due From Other Governments:

U. S. Department of Housing and Urban Development $7.471,110

Notes Receivable: All notes receivable are the result of financing for Lincoln and Laurel HOPE IV
revitalization projects. The majority of these receivables are to be paid 40 years from the date of the note.
The Homebuyer notes are comprised of various notes with the same terms. The first $50,000 is forgiven
at 10% per year over 10 years, and any amount over $50,000 will be due on the sale of the homes or 30
years from the date of the note. No interest is assigned to the Homebuyer notes. No portion of the notes
receivable are to be paid within the next year. The following schedule summarizes the details pertaining
to the notes receivable:

Amount Maker Date of Note Interest Maturity Date Term
$10,962,411 Lincoln Court LCI-3/20/01 AFR 40 years Long
Partnerships LCII-3/20/01 !

LCIII-2/28/02
LCIV-10/18/01

860,260 Homebuyers- -~ LC-11/12/03 AFR Long

7,005,692 Laurel Home LHI - 10/24/02 AFR 40 years Long
Partnerships LHII - 7/24/03 :

LHIV - 11/22/02

- $18,828,363

Ground Lease In regards to the above notes receivable, the partnerships entered into a 75 year ground
lease in the total amount of $837,000. A ground lease payment of $297,000 was made upon execution of
the agreement. The remaining $540,000 is evidenced by notes receivable from the developer.

The term commences November 8, 2000 and ends November 8, 2075. In addition, the partnership is
required to pay an annual rent payment equal to 10% of the project’s net income. Other than real estate
taxes, for which the Authority has responsibility, the partnership is responsible for paying all charges
associated with the property. The ground lease contains other restrictive covenants relating to the use of
the property as more fully described in the agreement.

Pursuant to the ground lease the Partnership is to make a PILOT payment each year equal to 10% of rental
income, as defined in the agreement.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004
(Continued)
Land, Buildings and Equipment:
Adjustment
Balance to Restate Adjusted Balance
June 30, Beginning Beginning June 30,
2003 Balance Balance Additions Deletions Transfers 2004

Land $. 25367037 = § 245371 $ 25612408 $ 65551 §( 193326) § 1412755 § 26,897,388
Buildings 235,697,524 981,480 236,679,004 265411 (12,387,812) 21,360,005 245,916,608
Equipment -
Administration 2,691,706 - 2,691,706 504,954 ¢ 73,064 ( 507) 3,123,089
Leasehold
Improvements - - - 70,970 - - 70,970
Construction in
Progress 67,698,151 (3.446,678) 64251473 _26.885.408 (5,524,255) (25.296.413) 60,316,213
Total 331,454,418 (2,219,827) 329,234,591 27,792,294 (18,178,457)  ( 2,524,160) 336,324,268
Accumulated
Depreciation (120,089,090) 114,972 (119.974,118) (15,061.914) 5,178,469 (__148.184) (130,005.747)
TOTAL § 211365328 (2,104,855 $209.260473 $12730380 S(12.999.988) S(2.672.344) $206.318.521

Compensated Absences Payable: Accrued vacation is paid upon termination. Sick leave is paid to
exempt employees who have at least 10 years service and voluntarily resign, retire or are laid off from
CMHA, at the level of 50% of their unused leave balance up to a maximum payment of 1000 hours less
two times the amount of sick usage over the prior three (3) years. For the AFSCME and Building Trade
unions sick leave shall be forfeited upon the employee’s separation for any reason except retirement in
which the payout will be 50% up to a maximum of 600 hours. For the IOUE union sick leave shall be
forfeited upon the employee’s separation for any reason except retirement in which the level of payout
will be one of the following: 1.) employees hired before January 1, 1986 shall be paid at 50% of their
balance in excess of 600 hours; 2.) employees hired on or after January 1, 1986 shall be paid at 50% of
their balance up to a maximum of 800 hours; or 3.) employees hired after July 1, 2003 shall be paid at
50% of their balances up to a maximum of 600 hours. The cost of current leave privileges computed in
accordance with GASB statement No. 16, “Compensated Absences”, is recognized as current year
expenditure in the period in which it is earned, in accordance with GAAP.

At June 30, 2004 total leave to be paid upon termination is $1,222,193. $104,013 is current and
$1,118,180 is long-term.

Schedule of Changes in Compensated Absences:

June 30, 2003 June 30, 2004
Current Long-Term Current Long-Term
Portion Portion Additions Payments Portion Portion

§102734  $1.065380  $ 54079 § -  $10403 §LUSIN

Other Accrued Liabilities:

Accrued workmen’s compensation — current portion $ 271581
Contract retainages 352,020
Tax settlement/Other 13.745

$ 637,346
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio C

NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2004
(Continued)
Due to Other Governments:
U.S. Department of Housing and Urban Development $ 2,088,195
City of Cincinnati — Payment in Lieu of Taxes (PILOT) 511,983
, $2,600,178
Notes Payable:
Authority Principal Current Long-term Interest Interest Note
Program Balance Portion Portion Expense Payee Rate Date
Hamilton County $ 1,000,000 $ - $ 1,000,000 $ -- Hamilton Cty (HOME) 2.0% Jan 1996
Hamilton County 1,018,676 - 1,018,676 -- Hamilton Cty (HOME) 20%  Mar 1998
Hamilton County 1,200,000 - 1,200,000 --  Hamilton Cty (HOME) 2.0%  Nov 1998
Hamilton County 900,000 -- 900,000 -- Hamilton Cty (HOME) 2.0% Oct 1999
Hamilton County 1,150,000 -- 1,150,000 --  Hamilton Cty (HOME) 2.0%  June 2002
Hamilton County -- -- - 45,133  Fifth/Third Bank - 141 5.2%  April 1998
Hamilton County 1,321,435 40,312 1,281,123 53,045 Fifth/Third Bank - 158 4.0% Dec 2001
Hamilton County - - -- 42,174  Fifth/Third Bank - 174 42%  June 2003
Hamilton County 1,010,281 43,937 966,344 55,181 U.S. Bank 5.25%  Dec 1998
Total Hamilton
County 7,600,392 84,249 7,516,143 195,533
. Low Rent Public
Housing 5,851,839 538,149 5,313,690 230,834 Fifth/Third Bank (Vestar) 51%  Aug2001
HOPE VI 1,263,677 1,263,677 -- - 5,676 Fannie Mae "LIBOR +1.1 Feb 2003

All Programs  $ 14,715908 $ 1,886,075 § 12,829,833 § 432,043

Hamilton County (HOME) loans:

Hamilton County provided Home funds for the development of low-rent housing units in Hamilton County. These loans
(and interest of 2% per annum) will be forgiven at the rate of 10% annually commencingin the sixteenth year, provided
the units are preserved as low-income housing throughout the entire twenty-five year duration. CMHA therefore does
not record interest expense or accruals on these loans, since CMHA's mission is to provide low-income housing, and has
no plans to convert the units to market rate. There is no capitalized interest.

Bank loans

These loans were acquired to expand the affordable housing program using locally available funds. In the current year
the Authority secured a short-term loan (item # 8) for $2,600,000 which was used to extinguish item #6. The $2.6 million
note was paid off in December of 2003, leaving one note with Fifth/Third Bank and one note with U.S. Bank at
December 31, 2003. There is no capitalized interest.

Vestar Loan

This loan is in the form of a lease-purchase agreement between CMHA and Fifth/Third Bank. Proceeds of the loan
were used to purchase equipment which will reduce energy costs to the savings from the conservation will exceed the
cost of the loan.

Fannie Mae Loans

These loans were acquired on behalf of the development partner. The loan proceeds are drawn from Fannie By
CMHA. CMHA then re-loans these funds to the develper. Interest rates and terms upon the developer are
approximately equal to CMHA's interest rates and terms with Fannie Mae.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)

Changes in Long-term Liabilities:

Balance June 30, 2003 Balance June 30, 2004

Current Noncurrent Total Payments Additions Total Current  _Noncurrent
Notes payable $1,975218 $19,175,646 $21,150,864 $( 9,273,633) $2,838,677 $14,715,908 $1,886,075 §$12,829,833

Workers comp

contingency . - 830,326 830,326 (. 502,941) - 327,385 - 327,385
Compensated

absences 102,734 1,065,380 1,168,114 - 54,079 1,222,193 104,013 1,118,180
Family Self-

sufficiency

€SCrows - 561,128 561,128 - 29,510 590.638 - 590,638

82,077,952  $21,632480 $23.710432 $(9,776.574) §$2,922,266 $16,856,124 §1,990.088 § 14,866,036

Annual Contributions by Federal Agencies:

Annual Contributions Contract C-984 - Pursuant to the Annual Contributions Contract, HUD contributes an
operating subsidy approved in the operating budget. Operating subsidy contributions for the year ended June
30, 2004, were $17,053,320.

Annual Contributions Contract C-5034 - Annual Contributions Contracts on Section 8 programs provide for
housing assistance payments to private owners of residential units on behalf of eligible low or very low-income

- families. The program provides for such payments with respect to existing and moderately rehabilitated

housing covering the difference between the maximum rental on a dwelling unit, and the amount of rent
contribution by a participating family and related administrative expense. The Authority is also eligible to
receive reimbursements for preliminary expense prior to lease up.

HUD contributions for the year ended June 30, 2004 were as follows:

Housing Choice Vouchers $ 44,424,977
Section 8 Moderate Rehabilitation 1,929.307
$46,354,284

Retirement Commitments: The following information was provided by PERS of Ohio to assist the Authority
in complying with GASB Statement No. 27, Accounting for Pensions by State and Local Government
Employees. '

1. Plan Description: CMHA contributes to the Public Employees' Retirement System of Ohio (PERS), a
cost-sharing multiple-employer defined benefit pension plan administered by the State. Effective January
1, 2003 the legislature implemented a defined contributions plan for qualified participants. PERS provides
retirement and disability benefits, annual cost-of-living adjustments, and death benefits to plan members
and beneficiaries are as effective January 1, 2003, allowance for member directed plans. The authority to
establish and amend benefits is provided by State Statute per Chapter 145 of the Ohio Revised Code. The
Public Employees' Retirement System issues a stand-alone financial report that includes financial
statements and required supplementary information for the PERS of Ohio. Interested parties may obtain a
copy by making a written request to 277 East Town Street, Columbus, Ohio 43215-4642 or by calling 614-
466-2085 or 800-222-7371.

2. Funding Policy: The Ohio Revised Code provides statutory authority for employee and employer
contributions.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)
Retirement Commitments: (Continued)

The employee and employers contributions for the current and two préceding years were as follows:

Percentage of

_Covered Payroll Total Payroll Authority Employee

Employver Employee Payroll Covered Contributions Contributions
2002 13.55% 85%  $14,553,109 $ 14,292,572 §$§ 1,936,626 § 1,214,871 .
2003 13.55% 8.5% 15,410,106 15,142,614 2,052,068 1,287,145
2004 13.55% 8.5% 14,939,767 14,596,789 1,977,801 1,240,701

Other Post-Employment Benefits: Public Employees Retirement System of Ohio provided post-
retirement health care coverage to aid and service retirees with 10 or more years of qualifying Ohio
service credit. The method of funding by CMHA is Advance-funded on an actuarially determined basis.
Health care coverage for disability recipients and primary survivor recipients is available. The health care
coverage provided by the survivor recipients is available. The health care coverage provided by the
retirement system is considered an Other Post-Employment Benefit (OPEB) as described in GASB
Statement Number 12. A portion of each employer's contribution to PERS is set aside for the funding of
post-retirement health care. The Ohio Revised Code provides statutory authority for employer
contributions. The 2004 employer contribution rate for local government employers was 13.55% of

-covered payroll: 5% was the portion that was used to fund health care for the year 2003. The Ohio

Revised Code provides the statutory authority requiring public employers to fund post-retirement health
care through their contributions to PERS. The employer contributions actually made by CMHA to fund
post-employment benefits during fiscal 2004 was $759,281, based on the 2003 rate.

Self-Funded Health Benefits: CMHA is self-insured for employee dental and vision coverage. CMHA
has contracted with a third party administrator to direct this program. Health insurance is Humana Choice
Care. It provides a maximum life benefit of $1 million per individual.

Commitments: CMHA is engaged in modernization programs funded by HUD. In this regard, CMHA
has entered into construction-type contracts, with approximately $3,900,000 remaining until completion.

Economic Dépendency: HUD provides approximately 88% of CMHA'’s operating and modernization
revenues. If the amount of revenues received from HUD falls below critical levels, the Authority’s
reserves could be adversely affected.

Contingencies:

1. CMHA is a defendant in various lawsuits. Although the outcome of these lawsuits is not presently
determinable, it is the opinion of CMHA'’s attorney that resolution of these matters will not have a
material adverse effect on the financial condition of CMHA.

2. CMHA is subject to possible examinations made by Federal and State authorities who determine
compliance with terms, conditions, laws and regulations governing other grants given to the Authority
in the current and prior years. There was one such examination for the year ended June 30, 2004.
There was one finding issued regarding tenant file reviews. This finding was addressed in our
continued Prior Audit Findings #2003-1
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2004
(Continued)

Conduit Type Debt: Debt related to the original acquisition and early modernization of the public
housing developments is funded, guaranteed and serviced by HUD. There is no debt or pledge of faith
and credit on part of CMHA. Accordingly, this debt has not been recorded in the financial statements of
CMHA. Additionally, HUD no longer provides debt service information to CMHA.

Leasing Activities (as Lessor): The Authority is the lessor of dwelling units mainly to low-income
residents. The rents under the leases are determined generally by the resident’s income as adjusted for
eligible deductions regulated by HUD, although the resident may opt for a flat rent. Leases may be
cancelled by the lessee at any time. The Authority may cancel the lease only for cause.

Revenues associated with these leases are recorded in the financial statements and schedules as “Rental
Revenue”. Rental Revenue per dwelling unit generally remains consistent from year to year, but is
affected by general economic conditions, which impact personal income and local job availability.

Interprogram Transfers: The Authority will make cash transfers between its various programs as
outlined in the Federal Regulations and authorized and approved by the Authority’s Board of
Commissioners.

Schedule of Changes to Net Assets:

Investment in

Capital Assets -
Net of Related Unrestricted
Debt Net Assets Total
Balance beginning of year $ 211,365,328 $ 5,143,055 $216,508,383
Adjustments to restate beginning balance* - 59.010 59.010
Adjusted balance beginning of year 211,365,328 5,202,065, 216,567,393
Change in net assets - 7,108,996 7,108,996
Change in investments in capital assets (10.254.950) 10,254,950 -
Balance at end of year $ 201110378  $22.566,011 $223,676,389
*Adjustments to restate beginning balance
Correction of insurance deposit $(  248,263)
Equity transfer of other auditors ( 176,227)
Miscellaneous other ( 267)
Correction of prior year section 8 annual settlements ( 3,514)
Correction of prior year expenses — Section 8 225,314
Audit correction of Fixed Assets 140,079
Correction of prior year prepaid insurance 75,000
Correction of hard/soft costs and depreciation adjustments 46.888
Net adjustments to restate beginning balance $ 59,010

23



SUPPLEMENTAL INFORMATION



06H°1SE0ST

£90°68 rrIss - SI8°67 ¥80°8TY L - €IL'S96T
- - - £79°885°8¢E1 - 0SS‘TVE'L - 0ST°LS6
= - - 9L9°9TH'8ET - 0SS‘TVE'L - 0ST°LS6
- - - - - - 69L‘St6
- - - (gos‘zeT'6T) - (9z€°9LS) - (1L8°s1)
- - - YTISSLT - - - TS6°ST
- - - SLLYLS 6ET - £€8°0bE9 - 000°T
- - - SPEGIEST - £H0°8LS°T - -
- - - LY6°1LT - - - -
£90°68 pr'ss - LOSTOLTL SI8°67 pesss - £95°800°C
- - - 619°79¢ - - - -
- - - TE9ILL - - - -
- - - 6€T°L6T - - - -
£90°68 yrT'88 - P19°S15°9 S18°62 - - SLSYTS
- - -- LTTIEY - £88°1 - 785861
- - - S6LT - - - 608
- - - yrs610°T - - - -
- - - YTL6L6 - €TLTS - -
- - - $ €LV'T86 - $ 82691 - $ L6SYTT §
CO00MINTO00OIN  Z000WNTO00IN weioig dwsnoy AuednnQ weidold weidold sapInIYy
wopTINqEYY wonENNqERY wopeujmyy sgqng wooy dy3uis dysrouaeg SIARS ssouisng

eRpo AeIpoN . dnaq Swsnoy ey uopeNIqEYd Juum)SIAU] Suisnoy SIAD EnIu]

§ wopRg 8 uopPs uerpuy moq enpo HAWOH sedaiduo) L2

pue dqug § uonIds Susnoy
qepIofy
$007 ‘0 ANOC

SLASSY LAN ANNA ANV STLLITIEVIT ‘SLASSV 40 A INGHHIS ONINIEWOD

oW ‘BeEUELUL)

ALMOHLAV DONISAOH NVLI'TOJOdLIN LLVNNIONLD

SJOSSE [ejO ],
S$JISSE JHWIALINOUOH JEi0 ],

uonedIdop

PITemMunIdE Jo Jou ‘sjasse epde)

ssaiSoxd ur uononnsuo)
uoyeardsp pareniundoy

Kpungoewr % yuowdinbo ‘ormyramg

s3utpjing
pue]
sjasse eprde)
syisodap souemsu]

sa8eSyow pue S930U UO S[GRAIIIAI JSAISFUF
9[qrAI2931 saZeSyour pue SAON

SJOSSE JUI LINYEON
$)OSSE JUI.LID [¥)0],

soueinsur predoig
9]qRAIONRI SAON.
(20u29s9[05q0

0] SOUBMO[E JO 19U) AIOJUSAU]

surersoxd 10 w0y an(q
SIUSUILIDACS JOYI0 WOy an(y
(se1quodrooun

I0J 35UBMO[JE JO }9U) ]qRAIII0I SJENOY

S[qRAIRO0] JSUIIU]
SUSUIISOAU]

PoIOLSaI - sjusfeamnbs yseo pue yse)
paloLysaIun - sjusfeAInbo yseo pue gse)

$)3SSE JWALIN))

SLASSV



T

S 90199

SOTTL - $ ISTYeYeEl § SIISI s (©89°L19) - S 608°IS6T § sysse 3ou ©olL
S9TIL 901°99 - ¥ 6769 S11°81 (3£3°650) - 659'166°1 $)3SSE 10U PIPVLOSIIE()
- - - LESPOSTEL - (zv8°LSD) - 0S1°LS6 : 39PP pAEP
JO 1IN ‘spasse fennded uy JuamE)sIAu]
SLASSY LAN
86L°LY SEI'L - 607°LS8°0T L6911 YOL'SK6'L - Y06°€1 soniqel] [E)0],
- - - 06¥°SIL'O - EPI9IS’L - SOI‘E SODIIqEY] JHEILIMIUOU [¥)0],
- - - - - - - - SMOI0SD Aatoronjus Jjos Ajrarey
:sj0858 pojornsal uioy ofqeded
- - - SIFYLOY - - - SOT‘E soouasqe poresusdinog panIdy
- - - S8E°LZE - - - - KouoSunuoo vonesuadinos SIPOM
- - - 069°€1E"S - EF191S'L - - (yunoostp poznloureun jo 12u) ojqeded sajON
"wo%ﬂm— JUILIRIUON
86LLY 8EITL - GILTFIY L69°TY 129°6T¥ - 66L°01 SIPIRQE JUILMD [KI0L,
- - - Y9 TV - £TLTS - - sysodop A3Lmaos 1aPISIY
:s)esse PIjoLIsal oy sqeied
- - - L98°S8 - 13 %Y - - spua1 predoig
- - - 689 - LIS - - ojqeAed 1sa1ul pIODY
- - - 6V1°8€S - 6VT¥8 - - ojqeied spuoq pae SANON
86L°L1 8€1°7T - £86°11S L6911 - - - STUSUILIAA0S 1910 03 (]
- - - siv'ocy - £81°681 - - sureidoid soy0 03 o0
- - - 185°1LT - Al - 6sv'1 SORYIGE] PANIOR PO
- - - SYT'6L - - - ¥88 $95UASqE PIYesEadines PARISOY
- - - TVSE9L - - - 19€°L ojqeAed soxeysafiem ponIody
- - - PI9°EIS - oTI‘1L - $60°1 sjqesed spnoooy

SIHEqQEY yALm)



CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

COMBINING SCHEDULE OF ASSETS, LIABILITIES AND FUND NET ASSETS

JUNE 30, 2004
(Continued)
Revitalization Public
Section 8 Section 8 Section 8 of Severely Resident ' Housing
Moderate . Moderate Moderate . Housing Distressed Oppertunity Capital
Rehabilitation Rehabilitation Rehabilitation Choice Public and Supportive Fund Interprogram
. 4 MOOO2MRO064  MOOOZMRE0OS  MO0O2MRO06 Vouchers Housing Services Program Elimination Total

Current assets .

- Cash and cash equivalents - unrestricted s - 3 -5 - $ 2585037 § 826,503 $ - 3 -3 - 8§ . 5695538
Cash and cash equivalents - restricted - = - 590,638 - - - - 1,623,085
Investments \ - - - 1,019,835 - - - - 3,039,379
Interest receivable - - - - - = - - 3,604
Accounts receivable (net of allowance for
uncollectibles) - - - 6,253 441,600 - - - 1,093,545
Due from other governments - - 11,231 - 4,868,356 16,710 2,574,813 - 7,471,110
Due from other programs 247,491 15,711 3,912 110,338 - - - (7,624,763) -
Inventory: (pet of allowance for obsolescence) - - - - - - - - 297,339
Notes receivable - - - - - - - - - 171,632
Prepaid insurance R - - - - - — - - - 362,619
Total current assets 247,491 15,711 15,143 4,312,101 6,136,459 16,710 2,574,813 (7,624,763) 19,757,751

Noncurrent assets
Notes and mortgages receivable - - - - 18,828,363 - - - 18,828,363
Interest receivable on otes and mortgages - - - - 2,180,638 . 2,180,638
Insurance deposits - - : - - - - - - . 171,947
Capital assets ,

Land - - - - - - - - - 26,897,388
Buildings - - - - ‘ - - - = 245916,608
Fumniture, equipment & machinery - - - 412,983 - - - - 3,194,059
Accumnlated depreciation - S - (181,282) - - - - (130,005,747)
Construction in progress - - - - 23,487,048 - 35,883,396 - 60,316,213
Capital assets, net of accumulated
depreciation - — ; - - 231,701 23,487,048 - 35,883,396 — 206,318,521
Total noncurrent assets. - - - 231,701 44,496,049 - 35,883,396 ~ 227495469

Total assets , 247,491 15,711 ‘ 15,143 4,543,802 50,632,508 16,710 38,458,209 (1,624,763 247,257,220
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CINCINNATI METROPOLITAN HOUSING AUTHORITY

Cincinnati, Ohio

CERTIFICATION OF ACTUAL CAPITAL FUND PROGRAM

COSTS AND ADVANCES

FOR THE YEAR ENDED JUNE 30, 2004

CFP 501-01

CFP 501-02

$ 16,472,068

$ 14,371,877

$ 13,726,949
2,745,419

$ 10,275,410
4,096,467

$ 16,472,368

$ 14,371,877

$ 14,377,556
2,094,812

$ 11,382,657
2,989,220

PROGRAM CFP 501-00
BUDGET $ 17,804,442
ADVANCES:
Cash receipts - prior years $ 17,804,442
Cash receipts - current year -
Cumulative as of June 30, 2004 $ 17,804,442
COSTS:
Prior years $ 17,804,442
Current year --
Cumulative as of June 30, 2004 $ 17,804,442

$ 16,472,368

$ 14,371,877

Excess/(deficiency) of advances due to/

(from) HUD

$ -

$ -

$ -

The Actual Modernization Cost Certificates are in agreement with Authority records.

All modernization work in connection with the grants has been completed.

All liabilities have been paid and there are no undischarged mechanics', laborers',
contractors' or material-men's liens against the Project on file in any public office
where the same should be filed in order to be valid. The time in which such liens
could be filed has expired. '

There were no budget overruns.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY

Cincinnati, Ohio

STATEMENT AND RECONCILIATION OF ACTUAL HOPE VI
GRANT PROGRAM COSTS AND ADVANCES
FOR THE YEAR ENDED JUNE 30, 2004.

Grdndview Lincoln
PROGRAM Demo Lincoln Laurel Demo Total
BUDGET k 3 720,000 $ 31,093,590 $§ 35,000,000 § 2563440 § 69,377,030
ADVANCES: .
Cash receipts - prior years $ - $ 23811497 $ 13,867,523 § 884,221 $ 38,563,241
Cash receipts - current year -- 6,258,050 2,736,433 1,040,745 10,035,228
Cumulstive as of June 30, 2004 $ - $ 30069547 $ 16,603,956 $ 1924966 $ 48,598,469
COSTS AND LOANS: '
Prior year - per audit $ - § 27943569 § 15436586 § 884,221 ~ § 44,264,376
Prior year adjustment (403,659) - -- - (403,659)
Current year - 2,448,098 4,113,676 1,071,039 7,632,813
Cumulative as of June 30, 2004 $ (403,659) $ 30,391,667 $ 19,550,262 $ 1!955!260 §$ 51,493,530
Excess/(deficiency) of advances due , T
to/(from) HUD S 403,659 8§ (322,120) $  (2,946,306) $ (30,2949) § (2,895,061)
Actual Modernization Cost
Certificate issued and agreed to
Authority records? No No No No
Soft costs - HUD
Prior years - audit $ - $ 6275051 $§ 4715205 §$ 884,221 § 11,874,477
Prior year adjustment - - (1,423,743) - (1,423,743)
Current year - 148,647 367,934 1,071,039 1,587,620
Cumulative as of June 30, 2004 - $ 6423698 §$§ 3659396 § 13955!260 § 12,038,354
Hard costs - HUD
Prior years - $ 16,084676 $ 10,663,687 § - $ 26,748,363
Prior year loan adjustment (403,659) (3,378,594) (5,524,255) - (9,306,508)
Current year - 2,299,451 3,745,742 -- 6,045,193
Cumulative as of June 30, 2004 (403,659) $§ 15005533 $ 8885174 $ - 8§ 23,487,048
Loans to developer & others
Prior years - $§ 6526460 $ 36,514 § - $ 6562974
Current year -- 2,435,976 6,969,178 - 9,405,154
Cumulative as of June 30, 2004 - % $ 17005692 § - § 15968,128
Cumulative costs and loans - HUD (403,659) S 30,391,667 S _ 19,550,262 § 1955260 $ 51,493,530
. ) - - - . il e
CDBG loan expenditures
Soft costs - 3 1,999,975 $ - 8 - 3 1,999,975
Hard costs -- -- -~ - --
Cumulative as of June 30, 2004 - $§ 1999975 $ - 8 - $ 1,999,975
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

STATEMENT AND RECONCILIATION OF ACTUAL DRUG ELIMINATION

COSTS AND ADVANCES
FOR THE YEAR ENDED JUNE 30, 2004

PROGRAM YEAR
BUDGET

ADVANCES:
Cash receipts - prior years
Cash receipts - current year

Cumulative as of June 30, 2004

COSTS:
Prior years
Current year

Cumulative as of June 30, 2004
Excess/(deficiency) of advances due to/(from) HUD
Final SF 269a issued and agreed to PHA records

Soft costs
Prior years
Current year

Cumulative as of June 30, 2004

Hard costs
Prior years
Current year

Cumulative as of June 30, 2004

Cumulative hard and soft costs
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2001

$ 1,606,085

$ 1,308,665
297,420

$ 1,606,085

$ 1,430,023
176,062

$ 1,606,085

No

$ 1,430,023
176,062

S 1606085

$ -

$ 1,606,085



CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

STATEMENT AND RECONCILIATION OF ACTUAL RESIDENT OPPORTUNITY
AND SUPPORTIVE SERVICES COSTS AND ADVANCES
FOR THE YEAR ENDED JUNE 30, 2004

GRANT
BUDGET

ADVANCES:
Cash receipts - prior years
Cash receipts - current year

Cumulative as of June 30, 2004

COSTS:
Prior years
Current year
Cumulative as of June 30, 2004

Deficiency of advances due from
HUD

Final SF 2692 issued and agreed to
PHA records

Soft costs
Prior years
Current year

Cumulative as of June 30, 2004

Hard costs
Prior years
Current year

Cumulative as of June 30, 2004

Cumulative hard and soft costs

OH99RSE004P0197 OH99RSE004P0089 OH9I9RSE004P0099 TOTAL
$ 150,000 § 202987 $ 300,000 652,957
$ 64,322 §$ 44,072  § 4,206 112,600

85,678 136,648 29,563 251,889
S 150,000 § 180,720 $ 33,769 364,489
$ 64,592 § 55090 $ 13,539 133,221

85,408 136,648 25,922 247,978

150,000 § 191,738 §$ 39,461 381,199
$ = 8 (11,018) $ (5,692) (16,710)

No No No

64,592 § 55,090 §$ 13,539 133,221

85,408 136,648 25,922 247,978
$ 150,000 $ 191,738  § 39,461 381,199
$ - 8 - -- -
$ - 8 - 3 - -
$ 150,000 $ 191,738 § 39,461 381,199
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

STATEMENT AND RECONCILIATION OF ACTUAL CONGREGATE
HOUSING SERVICES PROGRAM COSTS AND ADVANCES
FOR THE YEAR ENDED JUNE 30, 2004

PROGRAM YEAR CHSP
BUDGET $ 1,133,503
ADVANCES:
Cash receipts - prior years $ 1,101,486
Cash receipts - current year 101,858
Cumulative as of June 30, 2004 $ 1,203,344
COSTS:
Prior years $ 1,101,486
Current year 101,858
Cumulative as of June 30, 2004 $ 1,203,344
Excess/(deficiency) of advances due to/(from) HUD $ -
Final SF 269a issued and agreed to PHA records Yes
Soft costs
Prior years : $ 1,101,486
Current year 101,858
Cumulative as of June 30, 2004 ) $ 1,203,344
Hard costs
Prior years $ -
Current year : -
Cumulative as of June 30, 2004 $ -
Cumulative hard and soft costs $ 1,203,344
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SINGLE AUDIT SECTION



CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2003

SECTION I - SUMMARY OF AUDITORS’ RESULTS
Financial Statements |
Type of auditors’ report issued: | Undualiﬁed
Internal control over financial reporting:
~  Material weakness(es) identified? No

~  Reportable condition(s) identified that are not considered to be

material weaknesses? SR None Reported
Noncompliance material to financial statements noted? No
Federal Awards

Internal control over major programs:
~  Material weakness(es) identified? No

~ Reportable condition(s) identified that are not considered to be
material weakness(es)? None Reported

Type of auditors’ report issued on compliance for major programs: Unqualiﬁcd

Any audit findings disclosed that are required to be reported in accordance with
section 510(a) of OMB Circular A-133? No

Identification of major programs:

CFDA Number Name of Federal Program
14.866 Revitalization of Severely Distressed Public Housing (HOPE VI)
14.872 Public Housing Capital Fund Program
Dollar threshold used to distinguish between type A and type B programs: $2,820,081
Auditee qualified as low-risk auditee? Yes
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2004
(Continued)

SECTION II - FINANCIAL STATEMENT FINDINGS

There were no Financial Statement Findings

SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

There were no Federal Award Findings and Questioned Costs.

SECTION IV - SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

2003-1 Condition: Deficiencies Noted in Maintenance of Low Rent and Section 8 Resident
Files

Our sample consisted of thirty (30) Low Rent Public Housing Resident
Files
4 files contained incorrect information on HUD Form 50058: 2 files’
social security number documentation for family members did not
agree to HUD Form 50058 social security information, 1 file income
verification did not agree with information on HUD Form 50058, and 1
file had the incorrect rent calculation on the HUD Form 50058
2 files did not have a complete HUD Form 9886, one of which was
signed but not dated
1 file lacked documentation of flat rents being offered
1 file lacked a current completed inspection
1 file lacked interim certification documentation to support the rent
calculation

Our sample consisted of thirty (30) Section 8 Resident Files:
12 files did not have a properly executed lease agreement between the
landlord and the tenant
2 filess’ HUD Form 50058 information did not agree to the file
information
1 file lacked correct rent calculation
1 file had an incorrect utility allowance
1 file HAP (Housing Authority Payment) did not agree to the HAP
contract and file documentation

Also in our review of Low Rent Public Housing and Section 8 Tenant files
we noted that criminal background records were being retained in the files.

CFDA Numbers: 14.850a, 14.871

Questioned Costs: None
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2003-1

CINCINNATI METROPOLITAN HOUSING AUTHORITY

Cincinnati, Ohio

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2004

(Continued)

SECTION IV - SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Condition:

Cause:

Effect:

Criteria:

(Continued)

Deficiencies Noted in Maintenance of Low Rent and Section 8 Resident
Files (Continued)

The Authority’s deficiency in its resident files stems from a lack of
complete internal audit procedures, and non-compliance with HUD
requirements and procedures.

The Authority has not been in complete compliance with the above HUD
requirements.

24 CFR 5.216 requires that each assistance application must submit the
following information to the processing entity when the assistant
applicant’s eligibility under the program involved is being determined: (1)
the complete and accurate social security numbers assigned to the assistant
applicant and to each member of the assistant’s household who is at least
six years of age; and (2) documentation sufficient to verify each such social
security number.

Public and Indian Housing — PIH Notice 94-36, requires the Authority to
complete, have a signed and dated copy of the Authorization for the
Release of Information/Privacy Act notice, HUD form 9886 and that it be
retained in each resident file.

24 CFR 960.253 requires that the Authority must document that flat rent
was offered to all residents.

24 CFR 966.4(j)(1) requires annual inspections.
24 CFR 982.308(b) contains lease requirements

24 CFR 913, Sections 104(b) and 105(d), require housing authorities to
comply with reporting requirements.

24 CFR 5.903 and PIH notice 2003-11 states under record management that
the Authority must establish and implement a system of record
management that ensures that any criminal record received by the Authority
from law enforcement agency is: I) maintained confidentially, II) not
misused or improperly disseminated and, III) destroyed, once the
purpose(s) for which the record was requested has been accomplished.
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2003-1

CINCINNATI METROPOLITAN HOUSING AUTHORITY

Cincinnati, Ohio

SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR THE YEAR ENDED JUNE 30, 2004

(Continued)

SECTION IV - SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Condition:

Recommendation:

Reply:

(Continued)

Deficiencies Noted in Maintenance of Low Rent and Section 8 Resident
Files (Continued)

In general, we recommend a full review of the re-certification process to
determine areas of weakness. Specifically, we recommend the use of a

standard checklist in the re-certification process. We further recommend

that each re-certification clerk’s work be routinely audited. We also
recommend more standardization in resident file organization of
information.

Recertification processes and work are routinely audited. 10% of all files
are reviewed on an on-going basis. The Authority always strives to
improve our processes and will continue to do so. An approximate 2% data
entry error rate hardly constitutes a lack of internal audit procedures. There
is no indication of any systematic non-compliance with HUD requirements
and procedures. The paper file on one interim recertification was
misplaced, but the computer system showed that the verification had, in
fact, been completed. The auditor’s cause statement is an exaggeration of
the situation.

SECTION V - HUD HOPE VI REVIEW

After fiscal year-end June 30, 2004, but during our audit fieldwork, we learned that HUD issued a review of the
Authority’s HOPE VI program on September 8, 2004. From our review of this report, we observed that there
were four findings that required follow-up action.

While these findings do not appear material to the overall financial statements at June 30, 2004, the Authority is
in process of making the appropriate response required by HUD. It is at HUD’s purview to clear these findings.
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CINCINNATI METROPOLITAN HOUSING AUTHORITY
Cincinnati, Ohio

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2004

FEDERAL GRANTOR

CFDA FEDERAL
NUMBER PROGRAM TITLE EXPENDITURES

U.S. Department of Housing and Urban Devélopment:

14.170 Congregate Housing Service Program $ 101,858
14.249 Section 8 Moderate Rehabilitation Single Room Occupancy 47,197
14.850a Low Rent Public Housing 17,053,320
14.854 Public and Indian Housing Drug Elimination Program 176,063
14.856 Section 8 Moderate Rehabilitation MO002MR0002 199,817
14.856 Section 8 Moderate Rehabilitation MO002MR0003 50,612
14.856 Section 8 Moderate Rehabilitation MOG02MR0004 747,146
14.856 Section 8 Moderate Rehabilitation MO002MRO0005 115,739
14.856 Section 8 Moderate Rehabilitation MO002MR0006 768,796
14.871 Housing Choice Vouchers 44,424,977
14.866 Revitalization of Severely Distressed Public Housing 7,632,813
14.870 Resident Opportunity and Supportive Services 247,978
14.872 Public Housing Capital Fund Program 22,436,377

Total Federal Awards Expenditures $ 94,002,693

Notes to the Schedule of Expenditures of Federal Awards

A. Basis of Accounting:
This schedule is prepared on the accrual basis of accounting.

B. The information in this schedule is presented in accordance with the requirements of OMB
Circular A-133, "Audits of States, Local Governments, and Non-Profit Organizations".

C. Reconciliation of Total Federal Awards Expenditures to Financial Data Schedule:

FDS line 706 HUD PHA Grants $ 67,117,284
FDS line 706.1 Capital Grants 26,885,409
$ 94,002,693
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MALCOLM JOHNSON & COMPANY, P.A.
CERTIFIED PUBLIC ACCOUNTANTS
210 N. HIGHWAY 17-92
P.0. BOX 530848
DEBARY, FLORIDA 32753-0848

TELEPHONE (386) 668-6464
FACSIMILE (386) 668-6463

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 HUD, Cleveland Area Office
Cincinnati Metropolitan Housing Authority Renaissance Bldg.
Cincinnati, Ohio . 1350 Euclid Ave. — Suite 500

Cleveland, Ohio 44115-1815

We have audited the basic financial statements of the Cincinnati Metropolitan Housing Authority ("the Authority") as of and for
the year ended June 30, 2004, and have issued our report thereon dated January 13, 2005. 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.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the Authority's internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide
an opinion 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 that might be material weaknesses. A material weakness is
a reportable 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 caused by error or fraud 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.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements-are free of material misstatement, we
performed tests of its compliance with certain provision of laws, regulations, contracts and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement amounts. However, providing an
opinion on compliance with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. The results of our tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards.

We noted certain matters that we reported to management/Board of Commissioners of the Authority in a separate letter
dated January 13, 2005.

This report is intended solely for the information and use of the Authority's management and federal awarding agencies and pass-
through entities, and is not intended to be and should not be used by anyone other than these specified parties.

AL Cm,m!.
Malcol nson & Compy, P.A.

Certified Public Accountants

DeBary, Florida
January 13, 2005
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REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO EACH MAJOR
PROGRAM AND ON INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE

WITH OMB CIRCULAR A-133
Board of Commissioners HUD, Cleveland Area Office
Cincinnati Metropolitan Housing Authority - Renaissance Bldg.
Cincinnati, Ohio 1350 Euclid Ave. — Suite 500

Cleveland, Ohio 44115-1815
Compliance

We have audited the compliance of the Cincinnati Metropolitan Housing Authority ("the Authority") with the types of compliance
requirements described in the U. S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement that are
applicable to each of its major federal programs for the year ended June 30, 2004. The Authority's major federal programs are
identified in 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 the Authority's management. Our responsibility is to express an opinion on the 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, 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 the Authority'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 the Authority’s compliance with those requirements.

In our opinion, the Cincinnati Metropolitan Housing Authority 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 June 30, 2004.

Internal Control Over Compliance

The management of the Authority is responsible for establishing and maintaining effective internal control over compliance with
the requirements of laws, regulations, contracts and grants applicable to federal programs. In planning and performing our audit we
considered the 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 procedures for the purpose of expressing our opinion on compliance and to
test and report on intemal control over compliance in accordance with OMB Circular A-133.

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 weakness is a reportable 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 grants caused by error or fraud that 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 operation that we consider to be material
weaknesses.

This report is intended solely for the information and use of the Authority's management and federal awarding agencies and pass-
through entities, and is not intended to be and should not be used by gnyone ofger than these specified parties.

Certified Public Accountants

DeBary, Florida
January 13, 2005
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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 Poabbitt

CLERK OF THE BUREAU

CERTIFIED
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