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INDEPENDENT AUDITOR’S REPORT

London Metropolitan Housing Authority
Madison County

179 South Main Street

London, Ohio 43140

To the Board of Commissioners:
Report on the Financial Statements

We have audited the accompanying financial statements of the London Metropolitan Housing
Authority, Madison County, Ohio (the Authority), as of and for the fiscal year ended September 30,
2014, 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 preparing and fairly presenting these financial statements in accordance
with accounting principles generally accepted in the United States of America; this includes designing,
implementing, and maintaining internal control relevant to preparing and fairly presenting financial
statements that are free from material misstatement, whether due to fraud or error.

Auditor's Responsibility

Our responsibility is to opine on these financial statements based on our audit. We audited in
accordance with auditing standards generally accepted in the United States of America and the
financial audit standards in the Comptroller General of the United States’ Government Auditing
Standards. Those standards require us to plan and perform the audit to reasonably assure the financial
statements are free from material misstatement.

An audit requires obtaining evidence about financial statement amounts and disclosures. The
procedures selected depend on our judgment, including assessing the risks of material financial
statement misstatement, whether due to fraud or error. In assessing those risks, we consider 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 to the extent needed to
opine on the effectiveness of the Authority's internal control. Accordingly, we express no opinion. An
audit also includes evaluating the appropriateness of management’s accounting policies and the
reasonableness of their significant accounting estimates, as well as our evaluation of the overall
financial statement presentation.

We believe the audit evidence we obtained is sufficient and appropriate to support our audit opinion.
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London Metropolitan Housing Authority
Board of Commissioners
Independent Auditor’s Report

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of the London Metropolitan Housing Authority, Madison County, Ohio, as of
September 30, 2014, and the changes in financial position and cash flows for the fiscal year then ended
in accordance with the 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 this presentation to
include Management’s discussion and analysis, listed in the table of contents, to supplement the basic
financial statements. Although this information is not part of the basic financial statements, the
Governmental Accounting Standards Board considers it essential for placing the basic financial
statements in an appropriate operational, economic, or historical context. We applied certain limited
procedures to the required supplementary information in accordance with auditing standards generally
accepted in the United States of America, consisting of inquiries of management about the methods of
preparing the information and comparing the information for consistency with management’s
responses to our inquiries, to the basic financial statements, and other knowledge we obtained during
our audit of the basic financial statements. We do not opine or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to opine or
provide any other assurance.

Supplementary and Other Information
Our audit was conducted to opine on the Authority’s basic financial statements taken as a whole.

The Financial Data Schedules are presented for purpose of additional analysis as required by the
Department of Housing and Urban Development, and are not a required part of the basic financial
statements.

The schedules are management’s responsibility, and derive from and relate directly to the underlying
accounting and other records used to prepare the basic financial statements. We subjected these
schedules to the auditing procedures we applied to the basic financial statements. We also applied
certain additional procedures, including comparing and reconciling schedules directly to the underlying
accounting and other records used to prepare the basic financial statements or to the basic financial
statements themselves in accordance with auditing standards generally accepted in the United States of
America. In our opinion, these schedules are fairly stated in all material respects in relation to the
basic financial statements taken as a whole.



London Metropolitan Housing Authority
Board of Commissioners
Independent Auditor’s Report

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated February 6,
2015, on our consideration of the Authority’s internal control over financial reporting and our tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and other
matters. That report describes the scope of our internal control testing over financial reporting and
compliance, and the results of that testing, and does not opine 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.
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LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)

MANAGEMENT’S DISCUSSION AND ANALYSIS

The London Metropolitan Housing Authority, Madison County, (the “Authority”) Management’s
Discussion and Analysis is designed to (a) assist the reader in focusing on significant financial issues,
(b) provide an overview of the Authority’s financial activity, (c) identify changes in the Authority’s
financial position, and (d) identify individual fund issues or concerns.

Since the Management’s Discussion and Analysis (MD&A) is designed to focus on the current years
activities, resulting changes and currently known facts, please read it in conjunction with the
Authority’s financial statements (beginning on page 11).

FINANCIAL HIGHLIGHTS

e During fiscal year 2014, the Authority’s net position decreased by $42,207 (or 2%). Since the
Authority engages only in business-type activities, the decrease is all in the category of
business-type net position. Net position for fiscal year 2013 was $2,092,929 and $2,050,722 for
fiscal year 2014,

e Revenues increased by $121,040 (or 19.9%) during fiscal year 2014, and were $608,937 and
$729,977 for fiscal year 2013 and fiscal year 2014, respectively.

e Expenses of the Authority increased by $78,160 (or 11.3%) for fiscal year 2014. Total expenses
were $694,024 and $772,184 for fiscal year 2013 and fiscal year 2014, respectively.

USING THIS ANNUAL REPORT

The following is a graphic outlining the three major sections of the report.

MD&A
~ Management Discussion and Analysis — pgs 4-10 ~

Basic Financial Statements
~ Basic Financial Statements — pgs 11-13 ~
~ Notes to the Basic Financial Statements — pgs 14-22 ~

Other Required Supplementary Information
~ Required Supplementary Information - none~




LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)

The primary focus of the Authority’s financial statements is on the Authority as a whole. The
Authority operates as a single enterprise fund and this presentation allows the user to address relevant
questions, broaden basis for comparison (fiscal year-to-fiscal year or Authority-to-Authority), and
enhance the Authority’s accountability.

Government-Wide Financial Statements

The Government-wide financial statements are designed to be corporate-like in that all business-type
activities are consolidated into columns, which add to a total for the entire Authority.

These Statements include a Statement of Net Position, which is similar to a Balance Sheet. The
Statement of Net Position reports all financial and capital resources for the Authority. The statement is
presented in the format where assets, minus liabilities, equal “Net Position”. Assets and liabilities are
presented in order of liquidity, and are classified as “Current” (convertible into cash within one year),
and “Non-current”.

The focus of the Statement of Net Position (the “Unrestricted” portion) is designed to represent the net
available liquid (non-capital) assets, net of liabilities, for the entire Authority. Net Position is reported
in three broad categories:

Net Investment in Capital Assets: This component of Net Position consists of all Capital Assets, net of
accumulated depreciation, reduced by the outstanding balances of any bonds, mortgages, notes or other
borrowings that are attributable to the acquisition, construction, or improvement of those assets.

Restricted: This component of Net Position consists of restricted assets, when constraints are placed
on the asset by creditors (such as debt covenants), grantors, contributors, laws, regulations, etc. The
Authority has no Restricted Net Position.

Unrestricted: Consists of assets that do not meet the definition of “Net Investment in Capital Assets”,
or “Restricted”.

The Government-wide financial statements also include a Statement of Revenues, Expenses and
Changes in Net Position (similar to an Income Statement). This Statement includes Operating
Revenues, such as rental income and grant revenue, Operating Expenses, such as administrative,
utilities, maintenance, and depreciation, and Non-Operating Revenue, such as interest income and
capital grant revenue.

The focus of the Statement of Revenues, Expenses and Changes in Net Position is the “Change in Net
Position”, which is similar to Net Income or Loss.

Finally, Statement of Cash Flows is included, which discloses net cash provided by, or used for
operating activities, non-capital financing activities, investing activities, capital and related financing
activities.




LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)

THE AUTHORITY’S FUND

The Authority consists exclusively of an Enterprise Fund. The Enterprise fund utilizes the full accrual
basis of accounting. The Enterprise method of accounting is similar to accounting utilized in the
private sector. The fund maintained by the Authority is required by the Department of Housing and
Urban Development (HUD).

Business-Type Activities:

Conventional Public Housing (PH) — Under the Conventional Public 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 HUD, and HUD provides Operating
Subsidy to enable the PHA to provide the housing at a rent that is based upon 30% of adjusted gross
household income.

Capital Fund Program (CFP) — This is the current primary funding source for the Authority’s physical
and management improvements. While the formula funding methodology used for the capital grant
program was revised for the CFP, funds are still provided by formula allocation and based on size and
age of your units.

Home Investment Partnerships Program — The grant provides funding for low income housing for
community residents.

Business Activity — The Business Activity Program was set-up to separate the HUD funded programs
with non-HUD activities. This program is used to account for the financial activities for the
construction and operation of a 4 unit apartment building know as South Oak Place.

Statement of Net Position

The following table reflects the condensed Statement of Net Position compared to prior fiscal year. For
more detailed information see page 11 for the Statement of Net Position.

STATEMENT OF NET POSITION

2014 2013

Current and Other Noncurrent Assets $ 502,066 $ 490,335
Capital Assets 2,210,089 2,262,058

Total Assets 2,712,155 2,752,393
Current Liabilities 80,426 78,437
Non-Current Liabilities 581,007 581,027

Total Liabilities 661,433 659,464
Net Position

Net Investment in Capital Assets 1,630,089 1,682,058

Unrestricted 420,633 410,871

Total Net Position $ 2,050,722 $ 2,092,929



LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)

Major Factors Affecting the Statement of Net Position
During fiscal year 2014 current and other noncurrent assets increased by $11,731 and total liabilities
increased by $1,969. The increase in the current and other noncurrent assets is mainly due to increases

in cash due to result of current fiscal year activities.

Capital assets had a net decrease of $51,969 which represents net effect of the current fiscal year’s
depreciation over additions. For more detail see “Capital Assets and Debt Administration” on page 9.

While the result of operations is a significant measure of the Authority’s activities, the analysis of the
change in Unrestricted Net Position provides a clearer change in financial well-being.

CHANGE OF UNRESTRICTED NET POSITION

Unrestricted Net Position September 30, 2013 $ 410,871
Results of Operations: $ (42,207)
Adjustments:

Depreciation (1) 172,792
Adjusted Results from Operations 130,585
Capital Outlay (120,823)
Unrestricted Net Position September 30, 2014 $.420,633

(1) Depreciation is treated as an expense and reduces the results of operations but does not have an
impact on Unrestricted Net Position.

This space intentionally left blank.



LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

The following schedule compares the revenues and expenses for the current and previous fiscal
year. The Authority is engaged only in Business-Type Activities.

2014 2013

Revenues
Tenant Revenue $ 232,841 $ 242,233
Government Operating Grants 367,999 329,426
Capital Grants 103,660 14,223
Interest 9 13
Other Revenues 25,468 23,042
Total Revenue 729,977 608,937

Expenses
Administrative 167,366 158,756
Tenant Services 90 1,196
Utilities 110,085 102,998
Maintenance 230,871 205,065
General 68,209 50,803
Housing Assistance Payments 22,771 -
Depreciation 172,792 175,206
Total Expenses 772,184 694,024
Change in Net Position (42,207) (85,087)
Net Position at October 1 2,092,929 2,178,016
Net Position at September 30 $ 2,050,722 $ 2,092,929

MAJOR FACTORS AFFECTING THE STATEMENT OF REVENUES, EXPENSES AND
CHANGES IN NET POSITION

Operating and Capital Grants increased by $128,010 due to HUD funding related to capital
improvement activities that took place during the fiscal year along with grant revenues for the Madison
County Home program. Tenant revenue decreased by $9,392. The decrease was primarily due to
family income changes which lowered rent charged to the tenant through the public housing program.

Expenditure increased during the fiscal year by $78,160. The increase was due to increase in the
following accounts: insurance expense of $17,406, maintenance expense activities of $25,806 and
housing assistance payments of $22,771 related to the Madison County Home Program. All other
expenses remained stable.



LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)
CAPTIAL ASSETS AND DEBT ADMINISTRATION
Capital Assets

As of September 30, 2014, the Authority had $2,210,089 invested in capital assets as reflected in the
following schedule, which represents a net decrease (addition, deductions and depreciation).

CAPITAL ASSETS AT FISCAL YEAR END
(NET OF DEPRECIATION)

Business-type

Activities
2014 2013
Land $ 408,948 $ 408,948
Building and Improvements 3,892,852 3,892,852
Furniture, Equipment, and Vehicles 319,973 302,810
Leasehold Improvements 1,557,807 1,452,947
Construction in Progress - 1,200
Accumulated Depreciation (3,969,491) (3,796,699)
Total $ 2,210,089 $ 2,262,058

The following reconciliation summarizes the change in Capital Assets, which is presented in detail in
Note 3 of the notes to the basic financial statements.

CHANGE IN CAPITAL ASSETS

Business-type

Activities
Beginning Balance $ 2,262,058
Additions 122,023
Deletions (1,200)
Depreciation (172,792)
Ending Balance $2,210,089

Additions of capital assets for fiscal year 2014 include capital improvements for renovations the
administration office of $95,960; a sign for the administration office of $7,700; furnace and air
conditioning at the administration office of $9,363; a copier for $3,700; and security system upgrade
for $4,100. There were no disposals of capital assets for fiscal year 2014 with the exception on
construction in progress; due to the completion of capital projects in fiscal year 2014, the construction
in progress at the end of the prior fiscal year was capitalized in fiscal year 2014.

9



LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

MANAGEMENT’S DISCUSSION AND ANALYSIS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014
(UNAUDITED)

Debt Outstanding

In prior fiscal years, the Authority received a loan from Ohio Housing Finance Agency (OHFA)
totaling $580,000 for the construction of a four unit apartment building referred to as South Oak Place.
The debt becomes due upon specific events as detailed in the agreement, none of which have occurred
as of fiscal year end 2014. More information over Debt can be found in Note 7 in the Notes to the
Basic Financial Statements.

ECONOMIC FACTORS

Significant economic factors affecting the Authority are as follows:
e Federal funding of the Department of Housing and Urban Development.
e Local labor supply and demand, which can affect salary and wage rates.
e Local inflationary, recession and employment trends, which can affect resident incomes and
therefore the amount of housing assistance.
e Inflationary pressure on utility rates, supplies and other costs

IN CONCLUSION

London Metropolitan Housing Authority takes great pride in its financial management and is pleased
to report that the housing authority was recognized by HUD as a High Performer. This recognition
goes to housing authorities that score a 90% or higher in 4 major indicators, evaluated by HUD. The 4
indicators and score are as follows:

London MHA Maximum

Score Score
Physical condition of the property 33 40
Financial strength 25 25
Management strength 25 25
Capital funds 10 _10
Total 93 100

FINANCIAL CONTACT

The individual to be contacted regarding this report is Sal Consiglio, Manager of the London
Metropolitan Housing Authority. Specific requests may be submitted to London Metropolitan Housing
Authority, 179 S Main Street, London, OH 43140.

10



LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

STATEMENT OF NET POSITION
SEPTEMEBER 30, 2014

Assets

Current Assets:
Cash and Cash Equivalents $
Accounts Receivable, net
Prepaid Items

Total Current Assets

Non-Current Assets:
Restricted Cash and Cash Equivalents

Capital Assets:
Nondepreciable Capital Assets
Depreciable Capital Assets
Accumulated Depreciation
Total Capital Assets

Total Non-Current Assets

Total Assets

Liabilities

Current Liabilities:
Accounts Payable
Accrued Wages and Payroll Taxes
Accrued Compensated Absences
Intergovernmental Payable
Tenant Security Deposits Payable
Unearned Revenue

Total Current Liabilities
Non-Current Liabilities:

Accrued Compensated Absences
Loan Liability

Total Non-Current Liabilities

Total Liabilities

Net Position
Net Investment in Capital Assets
Unrestricted

Total Net Position $

416,787
67,612
5,895

490,294

11,772

408,948
5,770,632
(3,969,491)

2,210,089
2,221,861

2,712,155

42,134
8,106
7,789
8,848

11,772
1,777

80,426

1,007

580,000

581,007

661,433

1,630,089
420,633

2,050,722

The notes to the basic financial statements are an integral part of the statements.
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LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014

Operating Revenues

Tenant Revenue $ 232,841

Government Operating Grants 367,999

Other Revenues 25,468

Total Operating Revenues 626,308
Operating Expenses

Adminstrative $ 167,366

Tenent Services 90

Utilities 110,085

Maintenance 230,871

General and Insurance 68,209

Housing Assistance Payments 22,771

Depreciation 172,792

Total Operating Expenses 772,184
Operating Loss (145,876)
Nonoperating Revenues

Interest 9

Capital Grants 103,660

Total Nonoperating Revenues 103,669
Change in Net Position (42,207)
Net Position at October 1, 2013 2,092,929
Net Position at September 30, 2014 $ 2,050,722

The notes to the basic financial statements are an integral part of this statement.
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LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY

STATEMENT OF CASH FLOWS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014

Cash flows from operating activities:

Operating grants received

Tenant revenue received

Other revenue received

General and adminstrative expenses paid
Housing assistance payments

Net cash provided by operating activities

Cash flows from investing activities:

Interest
Net cash provided by investing activities

Cash flows from capital and related financing activities:

Capital grants received
Purchase of capital assets

Net cash used in capital and related financing activities
Net change in cash and cash equivalents

Cash and cash equivalents at October 1, 2013

Cash and cash equivalents at September 30, 2014

Reconciliation of operating loss to net cash provided by operating activities:
Operating loss
Adjustments to reconcile operating loss to net cash provided by operating activities
Depreciation
Changes in assets and liabilities:
Accounts receivable, net
Prepaid items
Accounts payable
Accrued wages and payroll taxes
Other liabilities

Net cash provided by operating activities

The notes to the basic financial statements are an integral part of this statement.
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359,266

229,502

26,282
(575,628)

(22,771)

16,651

68,254

(120,823)

(52,569)

(35,909)

464,468

428,559

(145,876)
172,792

(11,258)

(976)
4,546
1,036

(3,613)

16,651
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LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Summary of Significant Accounting Policies

The financial statements of the London Metropolitan Housing Authority (the Authority) have been
prepared in conformity with accounting principles generally accepted in the United States of America.
The Governmental Accounting Standards Board (GASB) is the accepted standard-setting body for
establishing governmental accounting and financial reporting principles. The more significant of the
Authority’s accounting policies are described below.

Reporting Entity

The Authority was created under the Ohio Revised Code, Section 3735.27. The Authority contracts
with the United States Department of Housing and Urban Development (HUD) to provide low and
moderate income persons with safe and sanitary housing through subsidies provided by HUD. The
Authority depends on the subsidies from HUD to operate. The accompanying basic financial
statements comply with the provisions of GASB Statement No. 39, Determining Whether
Organizations are Component Units, and GASB Statement No. 61, The Financial Reporting Entity:
Omnibus, in that the financial statements include all organizations, activities and functions for which
the Authority is financially accountable. This report includes all activities considered by management
to be part of the Authority by virtue of Section 2100 of the Codification of Governmental Accounting
and Financial Reporting Standards.

Section 2100 indicates that the reporting entity consists of (a) the primary government, (b)
organizations for which the primary government is financially accountable, and (c) other organizations
for which the nature and significance of their relationship with the primary government are such that
exclusion would cause the reporting entity’s financial statements to be misleading or incomplete.

The definition of the reporting entity is based primarily on the notion of financial accountability. A
primary government is financially accountable for the organizations that make up its legal entity.

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

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

Management believes the financial statements included in this report represent all of the funds over
which the Authority is financially accountable.
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LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Excluded Entity

The following entity is excluded from the Reporting Entity; however, the entity does conduct activities
for the benefit of the Authority.

Madison Housing Development Corporation (MHDC) - This organization was formed as an
instrumentality of the Authority to assist in the development and financing of housing projects.
MHDC is legally separate from the Authority however, the Board of the organization is
consists of the Board members of the Authority.

The Madison Housing Development Corporation was created in June of 2010 and received its
501(c)(3) status letter on August 21, 2011. The responsibility of the Authority was to make
application to the State of Ohio to establish the organization and to obtain section 501(c)(3) non-profit
exemption status. For fiscal year-end 2014, Madison Housing Development Corporation has no assets,
liabilities, revenues, or expenditures. It has been excluded from reporting as it is not considered to be a
component unit of the Authority.

Fund Accounting

The Authority uses the proprietary fund to report on its financial position and the results of its
operations for the HUD programs. Fund accounting is designed to demonstrate legal compliance and to
aid financial management by segregating transactions related to certain government functions or
activities.

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

Proprietary Fund Type:

Proprietary funds are used to account for the Authority’s ongoing activities that are similar to those
found in the private sector. The following is the Authority’s proprietary fund type:

Enterprise Fund — The Authority accounts for and reports all receipts on a flow of economic
resources measurement focus. With this measurement focus, all assets and all liabilities associated
with the operation of the Authority are included on the statement of net position. The statement of
revenues, expenses and changes in net position presents increases (i.e. revenues) and decreases (i.e.
expenses) in total net position. The statement of cash flows provides information about how the
Authority finances and meets cash flow needs.

The Authority accounts for and reports all operations that are financed and operated in a manner
similar to private business enterprises — where the intent of the governing body is that the costs
(expenses, including depreciation) of providing goods or services to the general public on a
continuing basis be financed or recovered primarily through user charges.

15



LONDON METROPOLITAN HOUSING AUTHORITY
MADISON COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS - CONTINUED
FOR THE FISCAL YEAR ENDED SEPTEMBER 30, 2014

1. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES - CONTINUED

Accounting and Reporting for Nonexchange Transactions

The Authority accounts for nonexchange transactions in accordance with Governmental Accounting
Standards Board (GASB) Statement No. 33, Accounting and Financial Reporting for Nonexchange
Transactions. Nonexchange transactions occur when the Authority receives (or gives) value without
directly giving (or receiving) equal value in return.

In conformity with the requirements of GASB Statement No. 33, the Authority has recognized grant
funds expended for capitalizable capital assets acquired after June 30, 2000 as revenues and the related
depreciation thereon, as expenses in the accompanying Statement of Revenue, Expenses and Changes in
Net Position.

Capital Assets

Capital assets are stated at cost and depreciation is computed using the straight line method over the
estimated useful life of the assets. The cost of normal maintenance and repairs, that do not add to the
value of the asset or materially extend the asset life, are not capitalized. T