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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants
5240 East 98" Street
Garfield Hts., Ohio 44125

Member American Institute of Certified Public Accountants (216) 475 - 6136 Ohio Society of Certified Public Accountants

INDEPENDENT AUDITOR’S REPORT

Board of Directors Regional Inspector General of Audit
Shelby Metropolitan Housing Authority Department of Housing and Urban
Sidney, Ohio Development

Report on the Financial Statements

We have audited the accompanying financial statements of the Shelby Metropolitan Housing Authority,
Ohio, (the Authority) as of and for the year ended December 31, 2013, and the related notes to the financial
statements, which collectively comprise the Authority’s basic financial statements as listed in the table of
contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair presentation
of financial statements that are free from material misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion 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 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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditor’s judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the Authority’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the Authority’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates made
by management, as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.



Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the Shelby Metropolitan Housing Authority, as of December 31, 2013, and the
respective changes in financial position, and cash flows thereof for the year ended in accordance with
accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis on pages 4 through 9 be presented to supplement the basic financial statements.
Such information, although not a part of the basic financial statements, is required by the Governmental
Accounting Standards Board, who considers it to be an essential part of financial reporting for placing the
basic financial statements in an appropriate operational, economic, or historical context. We have applied
certain limited procedures to the required supplementary information in accordance with auditing standards
generally accepted in the United States of America, which consisted of inquiries of management about the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our audit
of the basic financial statements. We do not express an opinion or provide any assurance on the information
because the limited procedures do not provide us with sufficient evidence to express an opinion or provide
any assurance.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Shelby Metropolitan Housing Authority, Ohio’s basic financial statements. The Financial Data
Schedules are presented for purposes of additional analysis and are not part of the basic financial statements.
The Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as required
by U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations, and is also not a required part of the basic financial statements.

The Financial Data Schedules and the Schedule of Expenditures of Federal Awards, are the responsibility
of management and were derived from and relate directly to the underlying accounting and other records used
to prepare the basic financial statements. Such information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and certain additional procedures, including comparing
and reconciling such information directly to the underlying accounting and other records used to prepare the
basic financial statements or to the basic financial statements themselves, and other additional procedures
in accordance with auditing standards generally accepted in the United States of America. In our opinion,

the Financial Data Schedules, and the Schedule of Expenditures of Federal Awards are fairly stated in all
material respects in relation to the basic financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated June 24, 2014, on
our consideration of the Shelby Metropolitan Housing Authority, Ohio’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 internal control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Authority’s internal control
over financial reporting and compliance.
Digitally signed by James G.

Ja m es G . Zupka, CPA, President

DN: cn=James G. Zupka, CPA,

Z k C PA President, o=James G. Zupka,
U p a, y CPA, Inc, ou=Accounting,

email=jgzcpa@sbcglobal.net,

H c=US
P reS I d e n t Date: 2014.06.26 13:38:31 -04'00"

James G. Zupka, CPA, Inc.
Certified Public Accountants

June 24,2014



SHELBY METROPOLITAN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE YEAR ENDED DECEMBER 31, 2013

!Unaudited!

This Management’s Discussion and Analysis (MD&A) for the Shelby Metropolitan Housing
Authority (Shelby MHA) is intended to assist the reader identify what management feels are
significant financial issues, provide an overview of the financial activity for the year, and identify
and offer a discussion about changes in Shelby Metropolitan Housing Authority’s financial position.
It is designed to focus on the financial activity for the fiscal year ended December 31, 2013, resulting
changes and currently known facts. Please read it in conjunction with the financial statements found
elsewhere in this report.

Overview of the Financial Statements
The basic financial statements included elsewhere in this report are:

the Statement of Net Position
the Statement of Revenues, Expenses and Changes in Net Position
the Statement of Cash Flows.

The Statement of Net Position is very similar to, and what most people would think of as a Balance
Sheet. In the first half it reports the value of assets Shelby Metropolitan Housing Authority holds
at December 31, 2013, that is, the cash Shelby Metropolitan Housing Authority has, the amounts that
are owed Shelby Metropolitan Housing Authority from others, and the value of the equipment
Shelby Metropolitan Housing Authority owns. In the other half of the report it shows the liabilities
Shelby Metropolitan Housing Authority has, that is, what Shelby Metropolitan Housing Authority

owes others at December 31, 2013; and what net position (or what is commonly referred to as equity)
Shelby Metropolitan Housing Authority has at December 31, 2013. The two parts of the report are
in balance, thus why many might refer to this type of report as a Balance Sheet, in that the total of
the assets part equals the total of the liabilities plus net assets (or equity) part.

In the statement, the net position part is broken out into three broad categories:

Net Investment in Capital Assets
Restricted
Unrestricted

The balance in Net Investment in Capital Assets reflects the value of capital assets, that is assets such
as land, buildings, and equipment, reported in the top part of the statement reduced by the amount
of accumulated depreciation of those assets and by the outstanding amount of debt yet owed on those
assets.

The balance in Restricted Net Position reflects the value of assets reported in the top part of the
statement that are restricted for use by law or regulation, or when the use of those assets is restricted
by constraints placed on the assets by creditors.



SHELBY METROPOLITAN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

!Unaudited!

The balance in Unrestricted Net Position is what is left over of net position after what is classified
in the two previously mentioned components of net position. It reflects the value of assets available
to Shelby Metropolitan Housing Authority to use to further its purposes.

The Statement of Revenues, Expenses, & Changes in Net Position is very similar to and may
commonly be referred to as an Income Statement. It is in essence a report showing what Shelby
Metropolitan Housing Authority earned, that is what its revenues or incomes were, versus what
expenses Shelby Metropolitan Housing Authority had over the same period. Then it shows how the
net position (or equity) changed because of how the incomes exceeded or were less than what
expenses were. It helps the reader to determine if Shelby Metropolitan Housing Authority had more
revenues than in expenses or vice-versa, and then how that net gain or net loss affected the net
position (or equity) balance. The bottom line of the report, the Ending Total Net Position, is what
is referred to in the above discussion of the Statement of Net Position that when added to the
liabilities, Shelby Metropolitan Housing Authority has, equals the total assets Shelby Metropolitan
Housing has.

The Statement of Cash Flows is a report that shows how the amount of cash Shelby Metropolitan
Housing Authority had at the end of the previous year was impacted by the activities of the current
year. It breaks out in general categories the cash coming in, and the cash going out. It helps the
reader to understand the sources and uses of cash by Shelby Metropolitan Housing Authority during
the year, to include a measurement of cash gained or used by operating activities, by activities related
to acquiring capital assets, and by activities related to investing activities.

Shelby Metropolitan Housing Authority Business Type Funds

The financial statements included elsewhere in this report are presented using the Authority-wide
perspective meaning the activity reported reflects the summed results of all the programs, or
business-type funds of Shelby Metropolitan Housing Authority. Shelby Metropolitan Housing
Authority consists exclusively of Enterprise Funds. The full accrual basis of accounting is used for
Enterprise Funds. That method of accounting is very similar to accounting used in the private sector.

Shelby Metropolitan Housing Authority’s programs include the following:
the Low Rent Public Housing program,

the Section 8 Housing Choice Voucher Program, and
the State and Local program.



SHELBY METROPOLITAN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

!Unaudited!

Under the Low Rent Public Housing program, Shelby Metropolitan Housing Program rents dwelling
units it owns to low to moderate-income families. Through an Annual Contributions Contract
(commonly referred to as an ACC) with the Department of Housing and Urban Development (HUD),
HUD provides an operating subsidy to Shelby Metropolitan Housing Authority to help support the
operations of the program. In addition, HUD provides funds for physical improvements to Shelby
Metropolitan Housing Authority’s properties and funds for management improvements through
Capital Fund Program grants.

Under the Section 8 Housing Choice Voucher program, Shelby Metropolitan Housing Authority
subsidizes the rents of low to moderate-income families through Housing Assistance Payments
contracts when those families rent from private landlords. This is called a tenant-based program
because when the tenant family moves, the rental assistance goes with the family to the new rental
unit.

Under its Local program, Shelby Metropolitan Housing Authority administers a tenant based rental
assistance program in essentially the same manner it does its Section 8 Housing Choice Voucher
program except the funding for the program is being provided by local sources rather than by HUD.

Condensed Financial Statements

The following table reflects the condensed Statement of Net Position compared to the prior year.
Shelby Metropolitan Housing Authority is engaged only in business-type activities.

Table 1 - Condensed Statement of Net Position Compared to Prior Year

2013 2012
Assets
Current and Other Assets $ 468752 $§ 529,185
Capital Assets 5,216,793 5,577,506
Total Assets $ 5.685.545 $6.106,691
Liabilities
Current Liabilities $ 101,357 § 121,547
Noncurrent Liabilities 46,433 43,504
Total Liabilities 147,790 165,051
Net Position
Net Investment in Capital Assets 5,216,793 5,577,506
Restricted 59,510 96,843
Unrestricted 261,452 267,291
Total Net Assets 5,537,755 5,941,640
Total Liabilities and Net Position $ 5.685,545 $ 6,106,691

For more detailed information, see Statement of Net Position presented elsewhere in this report.



SHELBY METROPOLITAN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

!Unaudited!

Current Assets dropped by more than $60,000 (or 11 percent) from the period year-end. The
corresponding changes were to Current Liabilities and Restricted Net Position. The reduction in
Current Liabilities was to Accounts Payable, the result of a timing issue. Accounts Payable at
December 31, 2013 were more current than at the end of the prior year. The change in Restricted
Net Position was the result of steps taken by the Agency to more fully spend funds HUD had
advanced for the Agency to provide rental assistance to its clients in the Housing Choice Voucher
Program.

Capital Assets dropped by more than 6 percent (almost $361,000). See discussion for Table 3 in this
document about that change.

The following is a modified Statement of Revenues, Expenses and Changes in Net Position.
Shelby Metropolitan Housing Authority is engaged only in business-type activities.

Table 2 - Modified Statement of Revenues, Expenses & Changes in Net Position

2013 2012
Revenues
Tenant Revenues - Rents and Other $ 327,887 $ 297,471
Operating Subsidies and Grants 1,376,205 1,580,062
Capital Grants 11,114 208,120
Investment Income 737 150
Other Revenues 47,316 23,695
Total Revenues 1,763,259 2,109,498
Expenses
Administrative 406,928 397,158
Tenant Services 3,004 1,519
Utilities 169,563 176,439
Maintenance 286,066 346,257
General 79,537 61,343
Housing Assistance Payments 850,219 867,728
Depreciation 371,827 368,755
Total Expenses 2,167,144 2,219,199
Net Increase (Decrease) $ (403.,885) § (109.701)

For more detailed information see Combined Statement of Revenues, Expenses and Changes in Net
Position presented elsewhere in this report.



SHELBY METROPOLITAN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

!Unaudited!

Tenant Revenues increased by a little more than $30,000 (or 10 percent), an indication of incomes
of family households under lease increasing. Operating subsidies and grants decreased by almost
$204,000 (13 percent). Funding received for all programs, Public Housing, Capital Fund & Housing
Choice Voucher, dropped. Capital Grant revenue also dropped meaning less was spent in the current
year on physical improvements to Agency buildings.

The biggest reduction in expenses was to Maintenance expenses. A reduction in staffing in the
Maintenance Department meant less expended for that purpose. Also, less was spent on materials
purchased compared to the prior year, a result of belt tightening efforts by the Agency geared to use
up stock on hand in the period of less being provided by HUD for subsidy for the Public Housing
Program. Overall expenses were virtually unchanged.

The following is a condensed Statement of Changes in Capital Assets comparing the balance in
capital assets at the year-end versus at the end of the prior-year.

Table 3 - Condensed Statement of Changes in Capital Assets

2013 2012
Land and Land Rights $1,685,579 $1,685,579
Buildings and Improvements 10,309,628 10,192,248
Equipment 775,259 754,810
Construction in Progress 80,496 207,211
Accumulated Depreciation (7,634,169) (7,262,342)
Total $5.216,793 $ 5,577,506

The overall change in capital assets in the period (a drop of about $361,000 or 6 percent) is a
reflection that depreciation on existing assets outpaced capital expenditures in the period. With the
exception of the change in accumulated depreciation, all of the increases in capital accounts in year-
end 2013 were made with capital revenue through the Capital Fund Program.

This space was intentionally left blank.



SHELBY METROPOLITAN HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS (Continued)
FOR THE YEAR ENDED DECEMBER 31, 2013

!Unaudited!
Debt

There is no comparison of debt outstanding at the year-end versus at the end of the prior year because
Shelby Metropolitan Housing Authority had no debt as of December 31, 2013.

Economic Factors

Shelby Metropolitan Housing Authority faces the continuing prospect of HUD providing subsidies
used to administer their programs at levels lower than that which the Agency is eligible due to
Federal budget cuts. Since costs tend to rise every year, the effect of funding being provided at
reduced levels creates an ongoing challenge for management to administer the Agency’s programs.
The reduction in government assistance for administration of programs despite ever increasing costs
to administer the programs means Shelby Metropolitan Housing Authority continues to be
challenged to provide the same level of quality service to their clients within the limits of resources
available to do so.

Financial Contact

The individual to be contacted regarding this report is Judith Wells, Executive Director of the Shelby
Metropolitan Housing Authority. Specific requests may be submitted to the Shelby Metropolitan
Housing Authority at 706 North Wagner Avenue, Sidney, Ohio 45365.



SHELBY METROPOLITAN HOUSING AUTHORITY
STATEMENT OF NET POSITION
PROPRIETARY FUNDS
DECEMBER 31, 2013

ASSETS
Current Assets
Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Receivables, Net
Inventories, Net
Prepaid Expenses and Other Assets
Total Current Assets

Noncurrent Assets
Capital Assets:
Non-Depreciable Capital Assets
Depreciable Capital Assets, Net
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES

Liabilities

Current Liabilities
Accounts Payable
Intergovernmental Payables
Tenant Security Deposits
Accrued Wages & Payroll Taxes

Total Current Liabilities

Noncurrent Liabilities

Accrued Compensated Absences Non-Current
Total Noncurrent Liabilities
Total Liabilities

NET POSITION

Net Investment in Capital Assets
Restricted

Unrestricted

Total Net Position

TOTAL LIABILITIES AND NET POSITION

§ 270,187
100,423
17,787
31,506
48,849

_ e -

468,752

_ =

1,766,075
3,450,718

—_—

5,216,793

—_—

S 5.685.545

$ 27,396
15,832
40,913
17,216

_ =

101,357

_ -

46,433

_ s

46,433

_ s =

147,790

LS L

5,216,793
59,510
261,452

_ = ==

5,537,755

—_—

S 5.685.545

The accompanying notes to the basic financial statements are an integral part of these statements.
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SHELBY METROPOLITAN HOUSING AUTHORITY

STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET POSITION

PROPRIETARY FUNDS
FOR THE YEAR ENDED DECEMBER 31, 2013

Operating Revenues

Tenant Revenues
Government Operating Grants
Other Revenues

Total Operating Revenues

Operating Expenses
Administrative

Tenant Services

Utilities

Maintenance

General

Housing Assistance Payments
Depreciation

Total Operating Expenses
Operating Income (Loss)

Non-Operating Revenues

Interest and Investment Revenue

Total Non-Operating Revenues

Income (Loss) Before Contributions and Transfers

Capital Grants
Change in Net Position

Total Net Position at Beginning of Year

Total Net Position at End of Year

§ 327,887
1,376,205
47,316

_ e

1,751,408

—_—

406,928
3,004
169,563
286,066
79,537
850,219
371,827

_ =

2,167,144

_—

(415,736)

737
737
(414,999)

11,114

_

(403,885)

5,941,640

—_—

§ 5,537,755

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



SHELBY METROPOLITAN HOUSING AUTHORITY
STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPE
FOR THE YEAR ENDED DECEMBER 31, 2013

Cash Flows from Operating Activities

Operating Grants Received

Tenant Revenue Received

Other Revenue Received

General and Administrative Expenses Paid

Housing Assistance Payments

Net Cash Provided (Used) by Operating Activities

Cash Flows from Investing Activities
Interest Income
Net Cash Provided (Used) by Investing Activities

Cash Flows from Capital and Related Activities

Capital Grant Funds Received

Property and Equipment Purchased

Net Cash Provided (Used) by Capital and Related Activities
Net Increase (Decrease) in Cash

Cash and Cash Equivalents at Beginning of Year
Cash and Cash Equivalents at End of Year

Reconciliation of Operating Income to Net
Cash Provided by Operating Activities
Net Operating Income (Loss)
Adjustments to Reconcile Operating Loss to
Net Cash Used by Operating Activities:
Depreciation
(Increase) Decrease in:
Accounts Receivable
Prepaid Assets
Inventory
Increase (Decrease) in:
Accounts Payable
Intergovernmental Payable
Accrued Compensated Absences
Accrued Expenses Payable
Tenant Security Deposits
Net Cash Provided by Operating Activities

$ 1,376,205
326,444
47316
(977,426)
(850,219)
(77.,680)

737
737

11,114
(11,114)

0

(76,943)

447,553

RS LI L

$ 370,610

$  (415,736)

371,827

(4,501)
(15,297)
3,288

(17,520)
3,729
(3,911)
(2,617)
3,058

_— -

$  (77.680)

The accompanying notes to the basic financial statements are an integral part of these statements.
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NOTE 1:

SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Organization and Reporting Entity

The Shelby Metropolitan Housing Authority (the Authority) was created under the Ohio
Revised Code Section (3735.27) to engage in the acquisition, development, leasing and
administration of a low-rent housing program. An Annual Contributions Contract
(ACC) was signed by the Authority and the U.S. Department of Housing and Urban
Development (HUD) under the provisions of the United States Housing Act of 1937 (42
U.S.C. 1437) Section 1.1. The Authority was also created in accordance with state law
to eliminate housing conditions which are detrimental to the public peace, health, safety,
morals or welfare by purchasing, acquiring, constructing, maintaining, operating,
improving, extending and repairing housing facilities.

The nucleus of the financial reporting entity as defined by the Government Accounting
Standards Board (GASB) Statement No. 14 is the “primary government”. A fundamental
characteristic of a primary government is that it is a fiscally independent entity. In
evaluating how to define the financial reporting entity, management has considered all
potential component units. A component unit is a legally separate entity for which the
primary government is financially accountable. The criteria of financial accountability
is the ability of the primary government to impose its will upon the potential component
unit. These criteria were considered in determining the reporting entity. The Authority
is not a component unit of a larger entity,

Basis of Presentation

The financial statements of 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)
is the accepted standard-setting body for establishing governmental accounting and
financial reporting principles.

Pursuant to GASB Statement No. 62, Codification of Accounting and Financial
Reporting Guidance, contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements, the Authority follows GASB guidance as applicable to enterprise
funds.

The Authority’s basic financial statements consist of a Statement of Net Position, a

Statement of Revenues, Expenses, and Changes in Net Position, and a Statement of Cash
Flows.

13



SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Basis of Presentation (Continued)

The Authority uses a single enterprise fund to maintain its financial records on an accrual
basis. A fund is defined as a fiscal and accounting entity with a self-balancing set of
accounts.

Enterprise fund reporting focuses on the determination of the change of net position,
financial position and cash flows. An enterprise fund may be used to account for any
activity for which a fee is charged to external users for goods and services.

Measurement Focus/Basis of Accounting

The enterprise fund is accounted for a flow of economic resources measurement focus
and the accrual basis of accounting. All assets and all liabilities associated with the
operation of the Authority are included on the statement of net position. The statement
of changes in net position presents increases (i.e., revenues) and decreases (i.¢., expenses)
in net total assets. The statement of cash flows provides information about how the
Authority finances and meets the cash flow of its enterprise activity.

Proprietary funds distinguish operating revenues and expenses from nonoperating items.
Operating revenues and expenses generally result from providing services and producing
and delivering goods in connection with a proprietary fund’s principal ongoing operation.
The principal operating revenues of the Authority’s enterprise fund are charges to tenants
for rent and operating subsidies from HUD. Operating expenses for the enterprise fund
include the costs of facility maintenance, housing assistance payments, administrative
expenses and depreciation on capital assets. All revenues and expenses not meeting this
definition are reported as nonoperating revenues and expenses.

Estimates

The preparation of financial statements in 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 statement, and
the reported amounts of revenue and expenses during the reporting period. Actual results
could differ from those estimates.

14



SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Cash and Cash Equivalents

For the purpose of the statement of cash flows, cash and cash equivalents include all
highly liquid debt instruments with original maturities of three months or less.

Inventory

Inventory consists of materials and supplies and are stated at cost (first-in, first-out
method), which approximates market. The Management believes no allowance is needed
for obsolete inventory.

Receivable - Net of Allowance

Bad debts are provided on the allowance method based on management’s evaluation of
the collect ability of outstanding tenant receivable balances at the end of the year. The
allowance of uncollectible receivable was $5,050 for tenant receivables and $3,140 for
fraud receivables at December 31, 2013.

Capital Assets

Capital assets are stated at cost and depreciation is computed using the straight-line
method over an estimated useful life of the assets ranging from five to forty years. 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. The Authority capitalizes capital
assets over $1,000. Lesser amounts are expensed.

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 eligible 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 absence accrual
amount.

15



SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 1:

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Compensated Absences (Continued)

Vacation leave and other compensated absences with similar characteristics are accrued
as a liability as the 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 is outside the
control of the employer and employee, and 2) it is probable that the employer will
compensate the employees for the benefits through paid time off or some other means,
such as cash payments at termination or retirement.

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

Investments

The provisions of the HUD Regulations restrict investments. Investments are stated at
fair value. Cost based measures are applied to nonnegotiable certificates of deposit and
money market investments. Interest income earned in fiscal year ending December 31,

2013 totaled $737.

Due From/To Other Programs

Inter-program receivables and payables on the FDS Schedule on pages 24-26 are
eliminated on the Statement of Net Position.

Prepaid Expenses

Payments made to vendors for services that will be benefit periods beyond December 31,
2013, are recorded as prepaid expenses using the consumption method. A current asset
for the amount is recorded at the time of the purchase and expense is reported in the year
in which the services are consumed.
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SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 2: DEPOSITS AND INVESTMENTS

Deposits
State statutes classify monies held by the Authority into three categories:

A. 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 withdrawal on demand, including negotiable order of withdrawal
(NOW) accounts, or in money market deposit accounts.

B. Inactive deposits 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 the depositories, or by savings or
deposit accounts including, but not limited to, passbook accounts.

C. 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 more than one year from the date of
deposit, or by savings or deposit accounts including passbook accounts.

Protection of the Authority’s deposits is provided by the Federal Deposit Insurance
Corporation (FDIC), by eligible securities pledged by the financial institution as security
for repayment, by collateral held by the Authority, or by a single collateral pool
established by the financial institution to secure the repayment of all public monies
deposited with the institution.

At fiscal year end, December 31, 2013, the carrying amount of the Authority’s deposits
totaled $370,610 (including $100 petty cash and $120 change fund) and its bank balance
was $396,785. Based on criteria described in GASB Statement No. 40, Deposits and
Investments Risk Disclosures, as of December 31, 2013, $396,785 was covered by
Federal Depository Insurance.

Custodial credit risk is the risk that, in the event of bank failure, the Authority will not
be able to recover the deposits. All deposits exceeding FDIC amounts are collateralized
with eligible securities in amounts equal to 105 percent of the carrying value of deposits.

Such collateral, as permitted by Chapter 135 of the Ohio Revised Code, is held in a
single financial institution’s collateral pools at Federal Reserve banks, or at member
banks of the Federal Reserve system, in the name of the respective depository bank, and
pledged as a pool of collateral against all of the public deposits it holds, or as specified
collateral held at the Federal Reserve bank in the name of the Authority.
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NOTE 3:

NOTE 4:

SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

RESTRICTED CASH AND INVESTMENT

The restricted cash balance as of December 31, 2013 of $100,423 represents cash on

hand for the following:

Tenant Security Deposits

Cash on Hand - Advance from HUD to be Used
for Tenant’s Housing Assistance Payments

§ 400913

59,510

Total Restricted Cash and Investment $ 100.423
*This amount is shown as restricted net position in the financial statements.
CAPITAL ASSETS
The following is a summary of changes:
Balance Balance
12/31/12 Reclasses Additions Deletions 12/31/13

Capital Assets Not

Being Depreciated:
Land $ 1,685,579 0o $ 0o S $ 1,685,579
Construction-in-Progress 207,211 (137,829) 11,114 80,496
Total Capital Assets Not

Being Depreciated 1,892,790 (137,829) 11,114 1,766,075
Capital Assets Being

Depreciated:
Buildings and Improve. 10,192,248 117,380 0 10,309,628
Furniture, Machinery,

and Equipment 754,810 20,449 0 775,259
Total Capital Assets

Being Depreciated 10,947,058 137,829 0 11,084,887
Accumulated Depreciation:
Buildings & Improve. (6,964,217) 0 (364,581) (7,328,798)
Furniture, Machinery,

and Equipment (298,125) 0 (7,246) (305,371)
Total Accumulated

Depreciation (7,262.342) 0 (371,827) (7,634,169)
Total Capital Assets

Being Depreciated,

Net 3,684,716 137,829 (371,827) 3,450,718
Total Capital Assets,

Net $ 5,577,506 % 0 $ (360.713) $ $ 5,216,793
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SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 5: PENSION PLAN

Ohio Public Emplovees Retirement System
All Authority full-time employees participate in the Ohio Public Employees Retirement
System (OPERS). OPERS administers three separate pension plans, as described below:

1. The Traditional Pension Plan (TP) - a cost sharing, multiple-employer defined benefit
pension plan;

2. The Member-Directed Plan (MD) - a defined contribution plan in which the member
invests both member and employer contributions (employer contributions vest over
five years at 20 percent per year). Under the Member-Directed Plan, members
accumulate retirement assets equal to the value of member and (vested) employer
contributions plus any investment earnings;

3. The Combined Plan (CO) - a cost-sharing, multiple-employer defined benefit pension
plan. Under the Combined Plan, employer contributions are invested by the
retirement system to provide a formula retirement benefit similar in nature to the
Traditional Pension Plan benefit. Member contributions, the investment of which is
self-directed by the members, accumulate retirement assets in a manner similar to the
Member Directed Plan.

OPERS provides retirement, disability, survivor and death benefits, and annual cost of
living adjustments to members of both the Traditional Pension and Combined plans.
Members of the Member-Directed Plan do not qualify for ancillary benefits. Authority
to establish and amend benefits is provided by Chapter 145 of the Ohio Revised Code.
OPERS issues a stand-alone financial report that may be obtained by writing to
OPERS, 277 E. Town Street, Columbus, Ohio 43215-4642 or by calling (614) 222-6701
or 1-800-222-7377, or by using the OPERS website at www.opers.org.

The Ohio Revised Code provides statutory authority for member and employer
contributions. For2013, member and employer contribution rates were consistent across
all three plans (TP, MD, and CO). Plan members are required to contribute 10.00
percent of their annual covered salary to fund pension obligations. The employer pension
contribution rate for the Authority was 14.00 percent of covered payroll. The Authority’s
required contributions to OPERS for the years ended December 31, 2013, 2012, and
2011 were $48,473, $52,966, and $55,255, respectively. The full amount has been
contributed for all three years.
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SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 6: POST-EMPLOYMENT BENEFITS

A. Plan Description

The Ohio Public Employees Retirement System (OPERS) administers three separate
pension plans: the Traditional Pension Plan - a cost-sharing, multiple-employer
defined benefit pension plan; the Member-Directed Plan - a defined contribution
plan; and the Combined Plan - a cost sharing, multiple-employer defined benefit
pension plan that has elements of both a defined benefit and defined contribution
plan.

OPERS maintains a cost-sharing, multiple-employer defined benefit post-
employment health care plan, which includes a medical plan, prescription drug
program, and Medicare Part B premium reimbursement, to qualifying members of
both the Traditional Pension and the Combined plans. Members of the Member-
Directed Plan do not qualify for ancillary benefits, including post-employment health
care coverage.

In order to qualify for post-employment health care coverage, age and service retirees
under the Traditional Pension and Combined plans must have 10 or more years of
qualifying Ohio service credit. Health care coverage for disability benefit recipients
and qualified survivor benefit recipients is available. The health care coverage
provided by OPERS meets the definition of an Other Post-Employment Benefit
(OPEB) as described in GASB Statement No. 45.

The Ohio Revised Code permits, but does not mandate, OPERS to provide OPEB
benefits to its eligible members and beneficiaries. Authority to establish and amend
benefits is provided in Chapter 145 of the Ohio Revised Code.

OPERS issues a stand-alone financial report. Interested parties may obtain a copy
by writing OPERS, 277 East Town Street, Columbus, OH 43215-4642, or by calling
614-222-5601 or 1-800-222-7377, or by using the OPERS website at www.opers.org.

B. Funding Policy

The Ohio Revised Code provides the statutory authority requiring public employers
to fund post-retirement health care through their contributions to OPERS. A portion
of each employer’s contribution to OPERS is set aside for the funding of post-
retirement health care benefits.
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SHELBY METROPOLITAN HOUSING AUTHORITY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE YEAR ENDED DECEMBER 31, 2013

(CONTINUED)

NOTE 6: POST-EMPLOYMENT BENEFITS

B. Funding Policy (Continued)

Employer contribution rates are expressed as a percentage of the covered payroll of
active members. In 2013, the Authority contributed at a rate of 14.00 percent of
covered payroll. The Ohio Revised Code currently limits the employer contribution
to a rate not to exceed 14.00 percent of covered payroll for state and local employer
units. Active members do not make contributions to the OPEB Plan.

OPERS’ Post-Employment Health Care Plan was established under, and is
administered in accordance with, Internal Revenue Code 401(h). Each year, the
OPERS Board of Trustees determines the portion of the employer contribution rate
that will be set aside for funding of post-employment health care benefits. The
portion of employer contributions allocated to health care for members in the
Traditional Plan was 1.0 percent for calendar year 2013. Effective January 1, 2014,
the portion of the employer contributions allocated to healthcare was raised to 2.00
percent for both plans, as recommended by the OPERS Actuary.

The OPERS Board of Trustees is also authorized to establish rules for the payment
of a portion of the health care coverage by the retiree or their surviving beneficiaries
to pay a portion of the health care benefits provided. Payment amounts vary
depending on the number of covered dependents and the coverage selected. Actual
Authority contributions for the year ended December 31, 2013, 2012, and 2011
which were used to fund post-employment benefits were $3,462, $15,133, and
$15,787, respectively.

Changes to the health care plan were adopted by the OPERS Board of Trustees on
September 19, 2012, with a transition plan commencing January 1, 2014. With the
recent passage of pension legislation under SB 343 and the approved health care
changes, OPERS expects to be able to consistently allocate 4 percent of the employer
contributions toward the health care fund after the end of the transition period.
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(CONTINUED)

NOTE 7:

NOTE 8:

COMPENSATED ABSENCES

Vacation and sick leave policies are established by the Board of the Authority and are
based on local and state laws. All permanent employees will earn 4.6 hours of sick leave
per eighty (80) hours of service. Unused sick leave may accumulated without limit. At
the time of retirement, employees shall be paid the value of twenty-five (25) percent of
unused sick leave subject to a maximum payment equal to sixty (60) days of sick leave.
All permanent employees will earn vacation hours accumulated based on length of
service. Employees will be paid for all unused vacation time upon their separation from
service.

The following is a summary of changes in compensated absences for the year ended
December 31, 2013:

Due
Balance Balance Within
01/01/13  Additions Used 12/31/13  One Year
Compensated Leave $50344 § 32.489 $(36.400) $46.433 § 0
CONTINGENCIES
Grants

The Authority received financial assistance from federal and state agencies in the form
of grants. The disbursement of funds received under these programs generally requires
compliance with terms and conditions specified in the grant agreements and are subject
to audit by the grantor agencies. Any disallowed claims resulting from such audits could
become a liability of the Authority. However, in the opinion of management, any such
disallowed claims will not have a material adverse effect on the overall financial position
of the Authority at December 31, 2013.

Risk Management

The Housing 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 coverage and no settlements exceeded insurance coverage during
the past three years.
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(CONTINUED)

NOTE 9: IMPLEMENTATION OF NEW GASB PRONOUNCEMENTS

For 2013, the Authority has implemented GASB No. 61, The Financial Reporting
Entity: Omnibus - an Amendment of GASB Statements No. 14 and No. 34, and GASB
Statement No. 62, Codification of Accounting and Financial Reporting Guidance
Contained in Pre-November 30, 1981 FASB and AICPA Pronouncements.

The objective of GASB Statement No. 61, The Financial Reporting Entity: Omnibus-an
Amendment of GASB Statements No. 14 and No. 34, 1s to improve financial reporting for
a governmental financial reporting entity. The requirements of this Statement are
effective for financial statements for periods beginning after June 15,2012 and have been
implemented by the Authority.

The objective of GASB Statement No. 62, Codification of Accounting and Financial
Reporting Guidance Contained in Pre-November 30, 1989 FASB and AICPA
Pronouncements, is to incorporate into the GASB’s authoritative literature certain
accounting and financial reporting guidance that is included in the FASB and AICPA
pronouncements which does not conflict with or contradict GASB pronouncements. The
requirements of this Statement are effective for financial statements for periods
beginning after December 15, 2011 and the implementation of this statement did not
result in any change in the Authority’s financial statements.
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SHELBY METROPOLITAN HOUSING AUTHORITY
ENTITY WIDE BALANCE SHEET SUMMARY

DECEMBER 31, 2013
H.37] Howsins
Chowce
Droject Total Vouchar StateTocal Subtotal FIn Total

111 Cash -Unrestricted 185,757 83 11397 21T 2018
113 Cash -Other Restricted 25K 59510 55 500
114 Cash - Tenant § ecunt Deposits 40013 40013 40013
100 Toksl Cash D660 B33 11597 IN60 - IS0
126 Accounts Bacsivable - Tenants 14587 14687 14587
1261 Allwance for Doubtil Accounts -Tenants 5050 -S050 5050
128 Fraud Facovery 10040 10000 1000
1281 Allswance for Doubtful Accounts -Fand 1140 3140 3140
120 Totsl Recavables, Net of Allowances for Doubtful Accounts oo37 7830 - 17787 - 17787

2 Drepaid ses and Other Assafs 31306 31506 31506
143 Erventones 48 345 48840 48 3
144 Inter Prosram Dee From ooR SoR S4B -
150 Total Cirrent Asseis RIS M1 1197 HRES Ry 5 48T
16] Tand LR35 570 185570 185579
162 Buildines 030420 10300 528 kT
163 Fomiture Byuiprent & Machinery - Dwallings 512265 512290 512250
164 Fumitnre Fyuiprent &Mhachnery - Admins tration M3 W37 262950 262940
166 Accurulated Depreciation -85 -14 317 -163 10 -163L 10
167 Construchion inProsrass 30456 30456 356
160 Total Capital Ass oz, Mot of Accunmlsted Depreciation F6TS - - 36T - F6TTS
180 Total Non-Cinrent Asseis 3603 - - 5306793 - 30685
190 Total Asseis 5503 &8 M0 153 11507 55 488 D045 SRS S5
200 Deferad Outflow of Resouwes - -
290 Totsl Assets and Defarred Outlow of Besources 35388 H01E 11597 55488 L4045 SRS
312 Accounts Brvable <=0 Davs 27356 27356 27306
21 Accreed Wara Pavroll Tares Bavable 17206 17216 1706
33 Accounts Bevable - Other Govemment 15,852 15832 1582
M1 Tenant Seconty Deposits 40013 40013 40013
H7 Inter Proeam-Doz To OoR ooR LoR -
310 Total Cirrent Lishilitie W37 SO - 111 300 Lo 10 357
34 Accmed Compenzated Absences -Mon Coment 3135 208 46433 46483
320 Totsl Non-Clrrent Lishilities 371135 0208 - 46433 - 4583
300 Totsl Lishilities 13842 o240 - 15783 k] 147790
400 Defered Inflow of Rzsoumss - -
84 Mat Irvestrrent in Capital Assabs 36T 3603 F6 TS
5114 Fae bricted Dot Position 2510 58510 58500
5124 Unrestricted INat Bosition 133413 Gl4p 11 37 142 26 452
513 Total Equity - Net Assets | Position 5405206 120952 1157 35T TES - 35T HS
ﬁ]{?ﬂﬂhﬁhﬂeﬁhﬁmﬂm,mﬂmﬂ'—lﬁtﬂu&f 551388 140193 197 5 @548 998 5 85545
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SHELBY METROPOLITAN HOUSING AUTHORITY
ENTITY WIDE REVENUE AND EXPENSE SUMMARY
FOR THE YEAR ENDED DECEMBER 31, 2013

H.571 Hovsine
Chowe
Broject Total Voucher State Tocal Subtotal HIM Total

T30 MNet Tenant Rental Beverme 310827 31987 310827
T Tenant Raverma -Other 3060 2.06) 2,060
TOSM Totsl Terant Revermue RT8E - - 32787 - 327887
0 HUDEFHA Operating Grants 455451 316672 1286 163 L2586, 163
0610 Capital Grants 11114 1114 11114
T30 Other Govemment Grants D0 0,042 D000
T Frweas brent Incone - Unres tncted 737 LET) 37
740 Frawd Recovery 4482 445 4432
T1500 Other Revenue 3887 087 5000 £ 854 42584
TONH Total Reverue 6126 32,091 S0 1763, 250 - LM32%
G110 Admine trattve Salanss I23% 55.1% an7 23732 237302
0120 Auditine Fess £.850 1306 338 3365
01500 Enploves Benefit contnbu bions - Admimstmtne 63252 2348 4142 00,863 00,368
01600 Offhce Bgenses 32408 Q615 £083 4208
10 Leral Bypense 2263 2268 2263
G180 Tawvel 257 245 4713 4713
S1500 Other 10755 1058 2330 213%
81000 Total Operating - Adninis irative B4 WR553 13898 a8 - H6.025
4D Tenant Servces - Other 3.004 300 3004
P2E0 Totsl Tenant Services 3004 - - 300 - 3004
E100 Watsr 3831 38351 38331
A0 Hectncity 462 F462 o482
B0 Gas 364851 36451 36451
60 Sewer 35250 3H250 3523
23000 Total Thilities 16056 - - 160563 - 18563
M0 Omhinary Mamtenance a2nd Opemtions -Labor 0734 107344 7344
D?!E:l: Ordinary Mantenanes and Operations - Matenals and 2154 215 2154
300 Omtinary Mamtenanes and Operations Contracts 125,030 123.(B0 15030
M50 Boploves Benefit Contnbutions - Oximary Mamtenance 32400 52400 S240
24000 Total Maintenance e - - 284908 - 254025
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SHELBY METROPOLITAN HOUSING AUTHORITY
ENTITY WIDE REVENUE AND EXPENSE SUMMARY
FOR THE YEAR ENDED DECEMBER 31, 2013

14.871 Bouzing
Choice

Project Total Vuchers State Tocal Subtotal HIh Total
%110 Poperty haumnce 20041 20041 20M1
95120 Tishihi v Insurance 128 128 1288
96100 Totd inswrance Premiuns 2024 128 - 3659 - 3630
95200 Other Genersl Expenses g1 1. 205 2016 2016
95200 Compensated Absences ] a3 a3
96300 Pannents in Lisn of Tanes 1583 15882 15832
96400 Bad debt - Tenant Bents 24237 P AT pl oy
96000 Total Other General Fipenses 40230 s 1205 4300 - 43008
96900 Total Operating Frpens & 218112 11074 15084 S5960 - 3060
97000 Freess of Operating Bevenue over COperating Frpenses 2801 L3 100 30200 - 29200
0100 Edmondinary hiintenance 1158 1138 1138
47300 Bousing Assistance Prments T T8 20333 0333
4733 HAPPortahilibeIn a8 a4 284
3400 Depediation Exrense 38 INZA IR
90000 Totd Fpenses 119077 LT @6 2160144 = 216714
10000 Esress (Deficianey) of Total Reveme Over (Under) Total 314031 6028 1346 AR " AR5

(Expenses

11030 Berinning Equity 3730157 181752 1051 3041 640 91 640
1170 Adminis tative Fee Equity Gl 442 6142 6L42
11190 Uhit hbniths Available D510 32510 303510
11230 Muviver of Uit hvbnths [eazed 2100 2 430 3187 187
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SHELBY METROPOLITAN HOUSING AUTHORITY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2013

Federal Grantor/ Federal
Pass Through Grantor/ CFDA
Program Title Number Expenditures

U.S. Department of Housing and Urban Development
Direct Programs:

Public Housing Program 14.850 $ 460,353

Capital Fund Program 14.872 20,252

Section 8 Housing Choice Voucher Program 14.871 816,672
Total Direct Awards 1,297,277
Passed through from City of Sidney, Ohio:

Community Development Block Grants/State’s Program  14.228 78,364
Total Federal Awards $ 1.375.641
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JAMES G. ZUPKA, C.P.A., INC.
Certified Public Accountants
5240 East 98" Street
Garfield Hts., Ohio 44125

Member American Institute of Certified Public Accountants (216) 475 - 6136 Ohio Society of Certified Public Accountants

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON
COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

Board of Directors Regional Inspector General for Audit
Shelby Metropolitan Housing Authority Department of Housing and Urban
Sidney, Ohio Development

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
Shelby Metropolitan Housing Authority, Ohio, as of and for the year ended December 31, 2013, and
the related notes to the financial statements, which collectively comprise the Shelby Metropolitan
Housing Authority, Ohio’s basic financial statements and have issued our report thereon dated June
24,2014.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Shelby
Metropolitan Housing Authority, Ohio’s internal control over financial reporting (internal control)
to determine the audit procedures that are appropriate in the circumstances for the purpose of
expressing our opinions on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Shelby Metropolitan Housing Authority, Ohio’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Shelby Metropolitan Housing
Authority, Ohio’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control, such that there is a reasonable possibility that a
material misstatement of the Authority’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or acombination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit
attention by those charged with governance.

28



Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or, significant deficiencies and therefore, material weaknesses or significant deficiencies
may exists that were not identified. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified. We did identify a certain deficiency in internal
control, described in the accompanying Schedule of Findings and Questioned Costs as Finding
2013-001 that we consider to be a significant deficiency.

Compliance and Other Matters

Aspart of obtaining reasonable assurance about whether the Shelby Metropolitan Housing Authority,
Ohio’s financial statements are free from material misstatement, we performed tests of its
compliance with certain provisions 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.

Shelby Metropolitan Housing Authority Response to Finding

The Authority’s response to the finding identified in our audit is described in the accompanying
Schedule of Findings and Questioned Costs. The Authority’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and accordingly we express no
opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Authority’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Authority’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose.

James G. Com presem e 6 2upie

DN: cn=James G. Zupka, CPA,

Z u p ka , C PA, President, o=James G. Zupka, CPA,

Inc., ou=Accounting,
email=jgzcpa@sbcglobal.net, c=US

P reS i d e nt Date: 2014.06.26 13:39:23 -04'00"

James G. Zupka, CPA, Inc.
Certified Public Accountants

June 24, 2014
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REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY OMB CIRCULAR A-133

Board of Directors Regional Inspector General of Audit
Shelby Metropolitan Housing Authority Department of Housing and Urban
Sidney, Ohio Development

Report on Compliance for Each Major Federal Program

We have audited the Shelby Metropolitan Housing Authority, Ohio’s compliance with the types of
compliance requirements described in the OMB Circular A-133 Compliance Supplement that could
have a direct and material effect on Shelby Metropolitan Housing Authority, Ohio’s major federal
program for the year ended December 31, 2013. The Authority’s major federal program is identified
in the summary of auditor’s results section of the accompanying schedule of findings and questioned
costs.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts, and
grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Shelby Metropolitan Housing
Authority, Ohio’s major federal program based on our audit of the types of compliance requirements
referred to above. 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.
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We believe that our audit provides a reasonable basis for our opinion on compliance for its major
federal program. However, our audit does not provide a legal determination of the Shelby
Metropolitan Housing Authority, Ohio’s compliance.

Opinion on Each Major Federal Program

In our opinion, the Shelby Metropolitan Housing Authority, complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material effect
on its major federal program for the year ended December 31, 2013.

Report on Internal Control Over Compliance

The management of the Shelby Metropolitan Housing Authority, Ohio, is responsible for
establishing and maintaining effective internal control over compliance with the types of compliance
requirements referred to above. In planning and performing our audit of the compliance, we
considered the Authority’s internal control over compliance with the types of requirements that could
have a direct and material effect on each major federal program to determine the auditing procedures
that are appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program and to test and report on internal control over compliance in accordance
with OMB Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, we do not express an opinion on the effectiveness
of the Authority’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.

by James G. Zupka, CPA, President
G. Zupka, CPA, President, o=James G,

James G. Zupka, %
CPA, President ;:‘l’? 2014.06.26 13:39:49 -04'00" g

James G. Zupka CPA, Inc.
Certified Public Accountants

June 24, 2014
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1.

SHELBY METROPOLITAN HOUSING AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 & .505

DECEMBER 31, 2013

SUMMARY OF AUDITOR’S RESULTS

2013(i)

2013(ii)

2013(ii)

2013(ii)

2013(iv)

2013(iv)

2013(v)

2013(vi)

Type of Financial Statement Opinion

Were there any material control weaknesses
reported at the financial statement level?
(GAGAS)?

Were there any significant deficiencies in
internal control reported at the
financial statements level (GAGAS)?

Was there any reported material noncompliance
at the financial statement level (GAGAS)?

Were there any material internal control
weaknesses reported for major

Federal programs?

Were there any other significant deficiency
conditions reported for major Federal
programs?

Type of Major Programs’ Compliance Opinion

Are there any reportable findings under .510?

2013(vii) Major Programs (list):

Low Rent Public Housing - CFDA #14.850

2013(viii) Dollar Threshold: Type A\B Programs

2013(ix)

Low Risk Auditee?
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Unmodified

No

Yes

No

No

No
Unmodified

No

Type A: >$300,000
Type B: all others

Yes



SHELBY METROPOLITAN HOUSING AUTHORITY
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
OMB CIRCULAR A-133 & .505 (CONTINUED)

DECEMBER 31, 2013

2. FINDINGS RELATED TO THE FINANCIAL STATEMENTS REQUIRED TO BE
REPORTED IN ACCORDANCE WITH GAGAS

Finding No. 2013-01 - Significant Deficiency - Controls Over the Tenant Receipt Process

Statement of Condition/Criteria

The tenant receipt process used by the Agency does not include a documented comparison of
daily receipt totals to daily deposit totals. It should be noted the Agency performs a comparison
of receipt totals to deposit totals monthly. In addition, while we conclude there is adequate
separation of duties in the process, there is no monitoring of the process by an Agency staff
member with greater authority than all others involved in the process.

Cause/Effect
Controls over tenant receipts are lacking exposing the Agencyto loss of resources collected, even
if only temporary, via the process.

Recommendation

We recommend the Agency implement changes to the process so it includes a comparison of
daily receipt totals to daily deposit totals. Also, we recommend the involvement of the staff
member with a level of authority higher than all others involved in the process be limited to
monitoring the process. In addition, we recommend the Agency consider whether the Agency
policy can be modified so that the Agency no longer accepts cash payments at Agency offices,
accepting only checks or money orders, and establishes that cash payments would only be
accepted by the bank serving as a collection agent for the Authority.

Client’s Response
We agree with the comment regarding controls over the tenant receipt process and have
implemented changes to improve the controls in this area.

3. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS

None.
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SHELBY METROPOLITAN HOUSING AUTHORITY
STATUS OF PRIOR CITATIONS AND RECOMMENDATIONS
FOR THE YEAR ENDED DECEMBER 31, 2013

The prior year management comments were either corrected because procedures were implemented
to prevent future occurrences or repeated.
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SHELBY COUNTY
CLERK’S CERTIFICATION

This is atrue and correct copy of the report which is required to be filed in the Office of the
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