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Deloitte & Touche LLP
Suite 2500
127 Public Square
Cleveland, Ohio 44114-1303

Tel:   (216) 589 1300
Fax:  (216) 589 1369
www.us.deloitte.com

INDEPENDENT AUDITORS' REPORT

Board of Trustees
Akron Metropolitan Housing Authority
Akron, Ohio

We have audited the accompanying consolidated financial statements of the Akron Metropolitan Housing Authority
(“AMHA”) as of June 30, 2000 and for the year then ended, listed in the foregoing table of contents.  These
consolidated financial statements are the responsibility of the management of AMHA.  Our responsibility is to
express an opinion on these consolidated financial statements based on our audit.  We did not audit the financial
statements of Rosemary Square, Inc. (a not-for-profit organization owned by AMHA), which statements reflect total
assets constituting less than one percent of the total assets at June 30, 2000 and total operating revenues constituting
two percent of total operating revenues for the year then ended.  Those statements were audited by other auditors
whose report has been furnished to us, and our opinion, insofar as it relates to the amounts included for Rosemary
Square, Inc., is based solely on the report of such other auditors.

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 consolidated financial statements are free of material misstatement.  An
audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the consolidated
financial statements.  An audit also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation.  We believe that our audit and the
report of the other auditors provide a reasonable basis for our opinion.

In our opinion, based on our audit and the report of the other auditors, such consolidated financial statements present
fairly, in all material respects, the financial position of AMHA as of June 30, 2000, and the results of its operations
and cash flows for the year then ended, in conformity with accounting principles generally accepted in the United
States of America.

Our audit was performed for the purpose of forming an opinion on the basic consolidated financial statements of
AMHA taken as a whole.  The accompanying supplemental 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 not a required part of the basic consolidated
financial statements.  The accompanying supplemental combining balance sheet information, supplemental
combining revenues and expenditures information relating to the non-aided program and the supplemental schedule
of actual modernization costs incurred on projects closed during the year ended June 30, 2000 are also presented for
the purpose of additional analysis and are not a required part of the consolidated financial statements.  The
aforementioned supplemental schedules and information are also the responsibility of management.  Such
supplemental schedules and information have been subjected to the auditing procedures applied in the audit of the
basic consolidated financial statements and, in our opinion, are fairly stated, in all material respects, in relation to the
basic consolidated financial statements taken as a whole.

In accordance with Government Auditing Standards, we have also issued our report dated February 2, 2001 on our
consideration of AMHA’s internal control over financial reporting and our tests of its compliance with certain
provisions of laws, regulations, contracts and grants.  That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be read in conjunction with this report in considering
the results of our audit.

February 2, 2001
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AKRON METROPOLITAN HOUSING AUTHORITY

CONSOLIDATED BALANCE SHEET 
JUNE 30, 2000

ASSETS

CURRENT ASSETS:
  Cash and cash equivalents (Note 4) 24,181,526$      
  Accounts receivable:
    Federal Government - HUD 3,059,482          
    Tenant (net of allowance for doubtful accounts of $212,045) 740,917             
    Other 347,602             
  Accrued interest receivable 40,850               
  Escrow funds (Note 9) 703,155             
  Inventory 950,270             
  Prepaid and other current assets 200,252             
      Total current assets 30,224,054        

NONCURRENT ASSETS:
  Restricted cash and cash equivalents (Note 4) 1,911,682          
  Note receivable 500,000             
  Escrow funds and other noncurrent assets (Note 9) 827,254             
  Land, structures and equipment, net (Note 5) 150,534,735      
  Assets subject to a sales contract (Note 12) 15,871,270        
      Total noncurrent assets 169,644,941      

                        
TOTAL ASSETS 199,868,995$    

                        

LIABILITIES AND EQUITY                         

CURRENT LIABILITIES:
  Accounts payable:                         
    HUD 4,372,767$        
    Vendors 4,994,264          
  Accrued liabilities 1,769,707          
  Deferred revenues 1,774,932          
  Current portion of long-term debt (Note 6) 468,586             
      Total current liabilities 13,380,256        

NONCURRENT LIABILITIES:
  Compensated absences, net of current portion 910,654             
  Long-term debt, net of current portion (Note 6) 11,823,926        
  Liabilities subject to sales contract (Note 12) 11,438,787        
      Total noncurrent liabilities 24,173,367        

TOTAL LIABILITIES 37,553,623        

EQUITY 162,315,372      
                        

TOTAL LIABILITIES AND EQUITY 199,868,995$    

See notes to consolidated financial statements.
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AKRON METROPOLITAN HOUSING AUTHORITY

CONSOLIDATED STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN EQUITY
YEAR ENDED JUNE 30, 2000

OPERATING REVENUES:
  Dwelling rental 11,637,236$      
  Non-dwelling rental 27,534               
  Subsidies and grants from HUD 34,076,963        
  Excess utilities 64,344               
  Other 1,272,975          
          Total operating revenues 47,079,052        

                        
OPERATING EXPENSES:                         
  Administrative 7,396,884          
  Tenant service 204,665             
  Utilities 4,115,928          
  Ordinary maintenance and operation 9,226,997          
  General expenses 5,196,713          
  Nonroutine maintenance 795,316             
  Protective services 1,149,898          
  Housing assistance payments 18,874,615        
  Depreciation and amortization 8,584,954          
  Drug elimination grants to other organizations 740,508             
          Total operating expenses 56,286,478        

                        
OPERATING LOSS (9,207,426)         

                        
OTHER INCOME (EXPENSE):                         
  Investment income 1,568,487          
  Interest expense (1,122,565)         
  Loss from disposition of equipment and real property  (56,942)              
  Other (58,161)              
          Total other income - net 330,819             

                        

NET LOSS (8,876,607)         

BEGINNING EQUITY AS
  PREVIOUSLY STATED 240,221,290      

RESTATEMENT OF BEGINNING OF YEAR EQUITY (Note 2) (82,550,311)       

BEGINNING EQUITY, AS RESTATED 157,670,979      

CAPITAL GRANTS RECOGNIZED DURING THE YEAR 13,521,000        

ENDING EQUITY 162,315,372$    

See notes to consolidated financial statements.
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AKRON METROPOLITAN HOUSING AUTHORITY

CONSOLIDATED STATEMENT OF CASH FLOWS
YEAR ENDED JUNE 30, 2000

CASH FLOWS FROM OPERATING ACTIVITIES:
  Operating loss (9,207,426)$     
  Adjustments to reconcile operating loss to net cash                                             
    provided by operating activities:                                             
    Depreciation and amortization 8,584,954$      
    Increase (decrease) in operating assets and liabilities:                                             
      Accounts receivable - HUD (1,540,220)                             
      Accounts receivable - tenant and other (534,641)          
      Inventory (22,896)                                  
      Prepaids and other current assets 167,508           
      Accounts payable - HUD 2,355,506        
      Accounts payable - other 1,684,579        
      Accrued liabilities, deferred revenues, and 
        compensated absences 770,491           
      Other noncurrent assets (388,749)                                
        Total adjustments 11,076,532      

        Net cash provided by operating activities                       1,869,106        
                                            

CASH FLOWS FROM CAPITAL AND RELATED                                             
  FINANCING ACTIVITIES:
  Federal capital grants 13,521,000      
  Proceeds from notes 1,700,000                              
  Principal paid on mortgages and note (785,573)          
  Acquisition and construction of capital assets (16,064,145)     
  Interest paid on mortgages and notes (1,122,565)       
  Deposits on assets held for sale 5,487,733        
  Proceeds from sale of equipment 54,651             
        Net cash provided by capital financing activities 2,791,101        

CASH FLOWS FROM INVESTING ACTIVITIES:                                             
  Interest on investments 1,995,064                              
        Net cash provided by investing activities 1,995,064        

                                            
CHANGE IN CASH AND CASH EQUIVALENTS 6,655,271        

                      
CASH AND CASH EQUIVALENTS, BEGINNING OF YEAR 21,569,594      

                      
CASH AND CASH EQUIVALENTS, END OF YEAR (Note 4) 28,224,865$    

                                            

See notes to consolidated financial statements.
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AKRON METROPOLITAN HOUSING AUTHORITY

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
YEAR ENDED JUNE 30, 2000

1. DEFINITION OF THE ENTITY

Akron Metropolitan Housing Authority (“AMHA” or the “Authority”) is a political subdivision
organized under the laws of the State of Ohio.  AMHA is responsible for operating certain low-income
housing programs in Summit County under programs administered by the U.S. Department of Housing
and Urban Development (“HUD”).  These programs provide housing for eligible families under the
United States Housing Act of 1937, as amended.

The Authority’s consolidated financial statements include all funds, agencies, boards, commissions, and
departments for which the Authority is financially accountable.  Financial accountability, as defined by
the Governmental Accounting Standards Board (“GASB”), exists if the Authority appoints a voting
majority of an organization’s governing board and the Authority is either able to impose its will on that
organization or there is a potential for the organization to provide specific financial benefits to, or
impose specific burdens on, the Authority.  The Authority may also be financially accountable for
governmental organizations with a separately elected governing board, a governing board appointed by
another government, or a jointly appointed board that is fiscally dependent on the Authority.  The
Authority also took into consideration other organizations for which the nature and significance of their
relationship with the Authority are such that exclusion would cause the Authority’s general purpose
financial statements to be misleading or incomplete.  Based upon the foregoing criteria, the Authority
has no component units.

The accompanying consolidated financial statements include all funds and departments of AMHA as
well as the accounts of Rosemary Square, Inc. (“Rosemary Square”), a not-for-profit entity acquired by
AMHA during the year ended June 30, 1996.  Rosemary Square provides housing and related facilities
and services for elderly families and persons and families of low income.

HUD requires all grantee agencies and authorities to maintain a separate ledger for each grant/granting
contract.  Accordingly, AMHA maintains a separate ledger for each of the following programs/grants:

a. Annual Contributions Contract ("ACC") C-959 - The following programs are operated under the
contract:

Low Rent Housing Program - Under this program, which is sponsored by HUD, AMHA manages
approximately 5,000 public housing units which are owned by AMHA.  AMHA operates the
program with the proceeds of rentals received from tenants and contributions and subsidies
received from HUD under contractual agreement.

Comprehensive Grant Programs (Modernization and Development) - HUD funding of
modernization and development programs through September 30, 1986 was accomplished through
project notes; after that time, HUD funding was accomplished through grants.

Drug Grant - Under this program, AMHA receives drug grant funds from HUD for the purpose of
eliminating illegal drugs from its housing projects.

Service Coordinator Grant - Under this program, AMHA receives service coordinator funds from
HUD for the purpose of providing elderly and disabled individuals with services to increase their
independent living.
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b. ACC C-10003 - Housing Assistance Program (“HAP”) - Under this HUD Section 8 Program,
AMHA contracts with private landlords and subsidizes the rental of approximately 3,600 public
housing dwelling units.  Under this program, HAP payments are made to the landlord on behalf of
the tenant for the difference between the contract rent amount and the amount the tenant is able to
pay.

Shelter Plus Care Grant - Under this grant, AMHA receives money for the purpose of providing
housing for those individuals who have contracted the AIDS virus, recovering drug addicts, and
individuals who have been homeless for an excessive amount of time.

c. Non-Aided - HAP Program - Under this HUD Section 8 Program, AMHA receives rental subsidies
for approximately 200 owned public housing dwelling units.  As with the HAP above, payments
are received by AMHA from HUD for the difference between the contract rent amount and the
amount the tenant is able to pay.

2. CHANGE IN METHOD OF ACCOUNTING

Effective July 1, 1999, the Authority converted its financial statements from the HUD basis of
accounting to accounting principles generally accepted in the United States of America (“GAAP”).  The
significant changes include the following items:

a. Depreciation expense and accumulated depreciation are recorded on structures and equipment.

b. Investments are presented at fair market value.

c. Bonds and notes guaranteed and paid by HUD are recorded as capital contributions.

d. Liabilities for compensated absences and contingent liabilities are accrued.

e. Certain administrative and soft costs related to development and modernization projects are
expensed rather than capitalized.

f. An allowance for bad debts is recorded for potential uncollectible amounts.

An adjustment was recorded to beginning equity to account for the effect of this conversion and
includes the following:

Administrative and soft costs (8,353,327)$     
Accumulated depreciation (92,854,886)     
HUD-guaranteed debt 19,555,984      
Compensated absences and contingent liabilities (714,008)          
Allowance for bad debts (184,074)          

                      
     Total adjustment reducing beginning equity (82,550,311)$   

3. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

AMHA operates under a series of enterprise funds and has prepared its consolidated financial
statements in conformity with accounting principles generally accepted in the United States of America
(“GAAP”).

In accordance with Statement No. 20 of the GASB Accounting and Financial Reporting for Proprietary
Funds and Other Governmental Entities that Use Proprietary Fund Accounting, the Authority has
elected not to apply the provisions of the Statements and Interpretations of the Financial Accounting
Standards Board issued after November 30, 1989.  The Authority will continue to apply all applicable
pronouncements of the GASB.
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The significant accounting policies under which the financial statements have been prepared are as
follows:

a. Restricted and Unrestricted Cash Equivalents include investments with original maturities of
three months or less.  Cash equivalents are carried at fair value.

b. Land, Structures and Equipment are capitalized at cost.  Structures and equipment are
depreciated over the estimated useful lives of the assets using the straight-line method.  Buildings
are depreciated over 40 years and equipment is depreciated over 3 to 5 years.

c. Compensated Absences - Sick leave is earned at a rate of 4.6 hours for each 80 hours worked and
up to 960 hours of accumulated, unused sick leave is paid upon retirement.  At June 30, 2000, the
liability for unused sick leave was $960,000.

Vacation leave is earned at a rate ranging from eight hours to 16.66 hours per month based upon
years of service.  Vacation time may be carried over from year to year up to two maximum of 96
hours.  Accumulated, unused vacation time is due and payable to employees upon separation from
the Authority.  At June 30, 2000, the liability for unused vacation was $466,000.

The current portion of these amounts is included in accrued liabilities in the accompanying
consolidated balance sheet.

d. Debt Obligations - Debt obligations (and the related debt service requirements) of the Authority
consist of mortgages and a note for the purchase of real property.  HUD-guaranteed debt is treated
as contributed capital as all debt service requirements are paid directly by HUD.

e. Recognition of Revenues and Expenses - Contributions and subsidies received from HUD are
generally recognized as revenues in the Annual Contributions Contract year, except for HAP
payments received under the Non-Aided Program which are recognized as dwelling rental revenue
when earned.  Tenant rentals are recognized as revenues in the month of occupancy.
Contributions under the Comprehensive Grant Program (CGP) are recognized as revenues in the
period in which expenses related to CGP projects were incurred.  Rentals and grants received in
advance of the period in which they are recognized are recorded as deferred revenue.

Expenses are recognized on an accrual basis, in accordance with GAAP.

f. Indirect Costs - Certain indirect costs are allocated to the various programs under a HUD
approved indirect cost allocation plan.

g. Inventory is valued using an average costing method.  Expense is recorded based upon
consumption.

h. Use of Estimates - The preparation of the consolidated financial statements in accordance with
GAAP requires management to make estimates and assumptions that affect the reported amounts
of assets and liabilities and disclosure of contingent assets and liabilities at the date of the
consolidated financial statements and the reported amounts of revenues and expenses during the
reporting period.  Actual results could differ from those estimates.
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4. DEPOSITS AND INVESTMENTS

Legal and Other Requirements - The investment and deposit of Authority monies are governed by the
provisions of the Ohio Revised Code and the Authority’s written investment policy.  Only banks located
in Ohio and domestic building and loan associations are eligible to hold public deposits.  The Authority
is also generally permitted to invest its monies in certificates of deposit, savings accounts, money
market accounts, certain highly rated commercial paper, the State Treasurer’s investment pool (STAR
Ohio), and obligations of certain political subdivisions of Ohio and the United States government and
its agencies.  These investments must mature within five years of their purchase.  The Authority may
also enter into repurchase agreements with any eligible depository or any eligible dealer for a period not
exceeding thirty days.

Public depositories must give security for all public funds on deposit.  HUD requires specific collateral
on individual accounts in excess of amounts insured by the Federal Deposit Insurance Corporation.
Repurchase agreements must be secured by the specific qualifying securities upon which the repurchase
agreements are based.  These securities must mature or be redeemable within five years of the date of
the related repurchase agreement.  The market value of the securities subject to a repurchase agreement
must exceed the value of the principal by 2% and be marked to market daily.  State law does not require
security for public deposits and investments to be maintained in the Authority’s name.

The Authority is prohibited from investing in any financial instruments, contracts, or obligations whose
value or return is based upon or linked to another asset or index, or both, separate from the financial
instrument, contract, or obligation itself (commonly known as a “derivative”).  The Authority is also
prohibited from investing in reverse purchase agreements.

Governmental Accounting Standards Board Statement No. 3 (GASB No. 3) has established custodial
credit risk categories for deposits and investments as follows:

Deposits:

Category 1 Insured or collateralized with securities held by the Authority or by its agent in
the Authority's name.

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

Category 3 Uncollateralized as defined by the GASB (securities pledged with the pledging
financial institution's trust department or agent, but not in the Authority's name).

Investments:

Category 1 Insured or registered, or securities held by the Authority or its agent in the
Authority's name.

Category 2 Uninsured and unregistered, with securities held by the counterparty's trust
department or agent in the Authority's name.

Category 3 Uninsured and unregistered, with securities held by the counterparty or by its
trust department or agent but not in the Authority's name.

Deposits - At year-end, the carrying amount of AMHA's deposits was $3,259,865 and the bank balance
was $3,690,362, the difference representing outstanding checks and other in-transit items.  $500,000 of
the bank balance was covered by federal depository insurance.  The remainder was uninsured and
uncollateralized, but were covered by a pledged collateral pool, as allowed by State law.
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Investments - AMHA's investments are categorized below to give an indication of the level of custodial
credit risk assumed by the entity at year-end.  The risk categories were described previously in this
footnote.

Risk Category Fair
Description 1 2 3 Value

Repurchase Agreements 24,965,000$   24,965,000$   
                     

Total Investments 24,965,000$   

A reconciliation of cash and investments as shown on the Combined Balance Sheet follows:

Cash and cash equivalents 24,181,526$ 
Restricted cash and cash equivalents 1,911,682     
Escrow funds (Note 9) 1,094,484     
Wilbeth Arlington cash and cash equivalents (Note 12) 182,149        
Wilbeth Arlington escrow funds (Note 12) 855,024        

                   
Total 28,224,865$ 

                   
Carrying amount of deposits 3,259,865$   
Carrying amount of investments 24,965,000   

                   
Total 28,224,865$ 

5. LAND, STRUCTURES AND EQUIPMENT

A summary of changes to land, structures and equipment and accumulated depreciation is as follows:

Construction Accumulated
Program Land Structures Equipment In Progress Depreciation Net

ACC C-959 17,147,202$ 164,315,715$  5,182,742$   28,808,581$    (94,846,487)$  120,607,753$  

ACC C-10003 779,816        (464,906)         314,910           

Non-Aided 4,341,949     28,213,010      730,954                              (3,673,841)      29,612,072      

                                                                                                                              

Total 21,489,151$ 192,528,725$  6,693,512$   28,808,581$    (98,985,234)$  150,534,735$  
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6. LONG TERM DEBT

Notes and mortgages payable at June 30, 2000 consist of four separate notes as follows:

Monthly Maturity
Payment Date

Interest Including (Fiscal
Project Rate  Interest Year) Amount

Non-Aided Mortgages 4.99 %    $ 28,372 2011 2,711,796$   
Rosemary Square, Inc. Mortgage 7.00 %       28,578 * 2015 1,198,625     
Central Office Mortgage Variable          ** 2018 6,700,000     
Midtown Note 5.81 %       14,172 2005 1,682,091     

                   
     Total 12,292,512$ 

*   -  Net of HUD subsidy

** -  The Central Office mortgage has a variable rate of interest based on the Weekly 
        Interest Rate for such one week period as defined in the loan agreement.  At June 30, 
        2000, the interest rate in effect was 4.97%.  This interest rate was utilized in the 
        calculation of future debt service requirements.

As of June 1, 1996, AMHA purchased Rosemary Square.  As part of this purchase, AMHA assumed
Rosemary Square’s HUD insured mortgage which had a stated interest rate of 7%.  The mortgage was
structured under Section 236 of the National Housing Act, as amended, and provides for a HUD subsidy
representing a reduction of the mortgage principal and interest payments, thereby reducing the effective
rate of interest on the mortgage to 1%.  In connection with the accounting for the purchase, AMHA
recorded Rosemary Square’s HUD insured mortgage at its estimated fair value which was determined
by discounting the remaining payments due under the mortgage (net of the HUD subsidy) by AMHA’s
estimated, incremental borrowing rate of 8.25% at the date of the acquisition.  The difference between
the estimated fair value of the debt and its remaining stated balance at the date of the acquisition is
being amortized to interest expense using the constant effective yield method.  At June 30, 2000, the
difference between the carrying value and remaining stated value of the Rosemary Square HUD-insured
mortgage was $1,980,891.

Effective July 1, 1999, AMHA refinanced the certain Non-Aided mortgages payable related to projects
406A, 408A, 409A, and 419A with First Merit Bank.  The principal balance of $2,910,226 is payable in
monthly installments of $28,372 from August 1, 1999 through September 1, 2010.  Interest is payable
monthly at a rate of 4.99%.  The July 1, 1999 payment, of which $18,361 was allocated to principal and
$15,823 to interest, was made in accordance with the terms in effect prior to the refinancing.

On March 1, 2000, AMHA obtained financing in the form of a general obligation promissory note in the
amount of $1,700,000.  The proceeds of the note were used for the purchase of real property, a building,
and all building improvements from the Midtown Partners Limited Partnership.  The note, due to First
Merit Bank, N.A., is payable in monthly installments of $14,172 from April 1, 2000 to March 1, 2005.
Interest is payable monthly at a rate of 5.81%.
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The following is a summary of AMHA’s future debt service requirements for mortgages payable as of
June 30, 2000:

Fiscal Year Principal Interest

2001 468,586$      644,108$      
2002 514,344        628,646        
2003 544,191        600,225        
2004 570,228        570,180        
2005 1,866,128     526,276        
2006-2010 3,007,160     1,854,879     
2011-2015 2,106,875     1,133,031     
2016-2018 3,215,000     388,468        

                                      
Total 12,292,512$ 6,345,813$   

In 1991, AMHA executed an in-substance defeasance of certain debt relating to AMHA’s Wilbeth
Arlington facilities by obtaining a mortgage loan on the property.  Certain of the proceeds of the
$7,800,000 mortgage along with a portion of the escrow funds which had previously been established
for the defeased debt were used to purchase U.S. Treasury securities in the amount of $8,956,618.
These securities were placed on deposit with a trustee bank to effect the defeasance.  Accordingly, the
deposits with the trustee bank and the defeased debt are not included in AMHA's combined financial
statements.  The remaining funds received by the Authority as a result of the defeasance are restricted
by HUD to be used for rehabilitation and/or development of housing stock and are classified as “Escrow
funds and other noncurrent assets” on the accompanying consolidated balance sheet (See Note 9).

7. RETIREMENT BENEFITS

a. Public Employees Retirement System of Ohio

 Plan Description - Employees of AMHA belong to the Public Employees Retirement System of
Ohio (“PERS”), a state-wide and state administered defined benefit, cost-sharing
multigovernmental employer pension plan, as required by the Ohio Revised Code (“ORC”).  PERS
provides retirement and disability benefits, annual cost of living adjustments, and death benefits to
plan members and beneficiaries.  Authority to establish and amend benefits is provided by State
statute per Chapter 145 of the ORC.  PERS issues a stand-alone financial report that includes
financial statements and required supplementary information.  The financial report may be
obtained by making a written request to the Public Employees Retirement System of Ohio, 277
East Town Street, Columbus, Ohio 43215-4642 or by calling (614) 466-2085 or 1-800-222-PERS
(7377).

 Funding Policy - The ORC provides statutory authority for employee and employer contributions.
Employees other than law enforcement personnel are required to contribute 8.5% of their covered
payroll to PERS.  The employer contribution rate for local government employer units is 13.55%
of covered payroll, including 4.2% that is used to fund postretirement healthcare benefits.  The
Authority’s total contributions to PERS for pension benefits (excluding the amount relating to
postretirement benefits) for the years ended June 30, 2000, 1999, and 1998 were $1,642,578,
$1,614,929 and $1,497,253, respectively, equal to 100% of the required contribution for each year.
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b. Other Postemployment Benefits

Benefits Provided Through PERS - PERS provides postretirement healthcare coverage to age and
service retirants with ten or more years of qualifying Ohio service credit and to primary survivor
recipients of such retirants.  Healthcare coverage provided by the retirement system is considered
an other postemployment benefit (“OPEB”) as described in GASB Statement No. 12.

A portion of each employer’s contribution to PERS is set aside for funding of postretirement
healthcare.  The ORC provides statutory authority requiring public employers to fund
postretirement healthcare through their contributions to PERS.  The portion of the employer
contribution rate used to fund healthcare was 5.11% of covered payroll in each year prior to
January 1, 1998.  During 1997, PERS adopted a new calculation methodology for determining
employer contributions applied to OPEB.  Under the new method, effective January 1, 1998,
employer contributions equal to 4.2% of member covered payroll are set aside to fund healthcare
expenses.  Under the prior method, which was actuarially based, accrued liabilities and normal cost
rates were computed to determine the amount of employer contributions necessary to fund OPEB.
The Authority’s total contributions to PERS for postretirement benefits were $420,389, $409,005
and $431,352 for the years ended June 30, 2000, 1999, and 1998, respectively.

OPEB is financed through employer contributions and investment earnings thereon.  The
contributions allocated to retiree healthcare, along with investment income on allocated assets and
periodic adjustments in healthcare provision, are expected to be sufficient to sustain the program
indefinitely.

PERS’s expenditures for OPEB during 1999 were $523,599,349.  As of December 31, 1999, (the
latest information available) the unaudited estimated net assets available for future OPEB
payments were $9,870,285,641.  The number of benefit recipients eligible for OPEB at
December 31, 1999 was 118,062.

8. INSURANCE COVERAGE

AMHA is covered for property damage, general liability, automobile liability, law enforcement liability,
public officials liability other crime liabilities through membership in Ohio Housing Authority Property
Casualty, Inc. (“OHAPCI”).  OHAPCI is an insurance risk pool comprised of four Ohio housing
authorities (of which AMHA is one).  Deductibles and coverage limits are summarized below:

Deductible Coverage Limits

Property 10,000$     50,000,000$   (per location)
General Liability 0                5,000,000       
Automobile 500            5,000,000       
Law Enforcement 5,000         5,000,000       
Public officials 5,000         5,000,000       

Additionally, workers’ compensation insurance is maintained through the State of Ohio Bureau of
Workers’ Compensation, in which rates are calculated retrospectively.  AMHA is also fully insured
through a premium payment plan with Medical Mutual of Ohio for employee health care benefits.
Settled claims have not exceeded the Authority’s insurance coverage in any of the past three years.
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9. ESCROW FUNDS AND OTHER ASSETS

Current escrow funds of $703,155 consist of contract retainers held in escrow on uncompleted
construction contracts.

Non-current escrow funds and other assets consist of the following:

            Description

Defeasance mortgage funds (Note 6) 150,000$    
Defeasance bond funds (Note 6) 130,205      
Escrow funds - Rosemary Square 391,329      
Deposits and other noncurrent assets 155,720      

                 
827,254$    

Non-current escrow funds and defeasance funds include amounts restricted for debt service and
extraordinary maintenance.  These funds are invested in U.S. Government securities.  These securities
are carried at maturity value less unamortized purchase discounts, which approximates market value.

10. PAYMENTS IN LIEU OF TAXES

AMHA has cooperation agreements with certain municipalities under which it makes payments in lieu
of real estate taxes for various public services.  Expense recognized for payments in lieu of taxes totaled
$361,613 for the year ended June 30, 2000.

11. LITIGATION

AMHA is party to various legal proceedings.  In the opinion of AMHA, the ultimate disposition of these
proceedings will not have a material adverse effect on AMHA's financial position.  No provision has
been made in the consolidated financial statements for the effect, if any, of such contingencies.

12. WILBETH ARLINGTON FACILITIES

In December 1996, AMHA agreed to participate in a Low-Income Housing Tax Credit Program under
Section 42(h)(1)(E) of the Internal Revenue Code.  Under this program, the Authority’s Wilbeth
Arlington low income housing facilities, related escrow funds and first mortgage payable, and certain
other assets and liabilities were transferred to a newly formed limited liability partnership for the
purpose of the limited liability partnership realizing certain low-income housing tax credits available
from the State of Ohio.  AMHA retained ownership of the Wilbeth Arlington land and indirectly
controls the general partner of the limited liability partnership through the appointment of the general
partner’s board of directors.  The limited partners, which own 99% of the limited liability partnership,
are composed of outside investors.

The limited liability partnership has provided AMHA a $2.4 million second mortgage on the property
and a $2.2 million unsecured promissory note, which are equal to the excess of the fair value of the
property transferred over the outstanding balance of the first mortgage.  The second mortgage is due on
December 31, 2014 and bears interest at 9.75% annually.  Interest payments are to be made only to the
extent of available cash flow, as defined.  AMHA has also guaranteed the repayment of the first
mortgage which bears interest at 10.08% annually and is payable as follows:
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Fiscal Year Principal Interest Total

            2001 349,108$    575,600$    924,708$      
            2002 385,971      538,738      924,708        
            2003 426,725      497,983      924,708        
            2004 471,783      452,925      924,708        
            2005 521,598      403,110      924,708        
            2006-2010 3,560,042   1,063,500   4,623,542     
            2011-2014 152,196      1,922          154,118        

                                                     
            Total 5,867,423$ 3,533,778$ 9,401,200$   

Prior to 2000, AMHA provided the limited liability partnership loans from its Non-Aided Program to
provide funds for the rehabilitation of the facilities.  Amounts loaned are secured by a third mortgage on
the facilities, bear interest at an annual rate of 9.5%, have a maturity date of December 31, 2014 and are
payable solely from available cash flow, as defined.  The amount outstanding under these loans at
June 30, 2000 was approximately $700,000.

Because AMHA retained a substantial continuing involvement with the property subsequent to the
transaction through its control of the general partner and guarantee of the first mortgage, AMHA has
not recognized this transaction as a sale of the property in the accompanying consolidated financial
statements.  In addition, the second and third mortgages receivable along with the unsecured promissory
note receivable have also not been recognized.  Instead, amounts spent by AMHA to rehabilitate the
facilities have been added to the carrying value of the facilities and the assets and liabilities of the
Wilbeth Arlington facilities are shown as “Assets subject to a sales contract” and “Liabilities related to
a sales contract,” respectively.  These amounts are composed of the following:

Assets subject to a sales contract:                      
  Structures and equipment, net 14,012,757$   
  Escrow funds and other non-current assets 855,024          
  Cash and cash equivalents 182,149          
  Other 821,340          

                     

     Total 15,871,270$   
                     

Liabilities related to a sales contract:                      
  First mortgage payable 5,867,423$     
  Deposits on sales contract 5,446,423       
  Other 124,941          

                     
      Total 11,438,787$   

The total revenues and expenses of the Wilbeth Arlington facilities for the year ended June 30, 2000
were as follows:

Operating revenues 2,380,996$     
Operating expenditures 1,857,497       

                     
Operating income 523,499          
Nonoperating expenses 589,104          

Net loss (65,605)$         
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13. NEW ACCOUNTING STANDARDS

The GASB has issued Statement No. 33, Accounting and Financial Reporting for Non-Exchange
Transactions, Statement No. 34 Basic Financial Statements – and Management’s Discussion and
Analysis – for State and Local Governments; and Statement No. 36 Recipient Reporting for Certain
Shared Non-exchange Revenues.

These statements establish accounting standards for non-exchange transactions such as grants and other
assistance provided to AMHA by other governmental units and revise accounting and reporting
standards for general purpose external financial reporting by governmental units.  GASB Statements
No. 33 and 36 are effective for the Authority’s fiscal year ending June 30, 2001 and GASB Statement
No. 34 is effective for the fiscal year ending June 30, 2003.  The Authority has not completed an
analysis of the impact of these three statements on its reported financial condition and results of
operations.

*  *  *  *  *  *
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AKRON METROPOLITAN HOUSING AUTHORITY

SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2000

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

U.S. DEPARTMENT OF HOUSING AND 
  URBAN DEVELOPMENT (Direct Programs)
  Public Housing Annual Contributions:
    New Development 14.850    798,343$      
    Contract - Owned Housing 14.850    12,202,676   
           Total 14.850 13,001,019   

                   
  Public Housing Drug Elimination Program ($565,000 passed through 
    to subrecipients) 14.854    1,315,693     

                   
  Public Housing - Comprehensive Grant Program - Modernization Program 14.859    12,876,104   

                   
  Service Coordinators Grant 14.861 83,293          

                   
  Shelter Plus Care 14.238    111,366        

                   
  Demolition and Revitalization of Severely Distressed                    
    Public Housing (HOPE VI) 14.866    238,438        

                   
  Section 8 - Project Based Cluster:
    Lower Income Housing Assistance Program -
      Section 8 - Annual Contributions Contract 14.182    5,123,822     
    Non-Aided Housing Program - Lower Income
      Housing Assistance Program - Section 8 14.182    1,859,582     
           Total 14.182 6,983,404     

  Low Income Housing Assistance Program - Moderate Rehabilitation 14.856    799,317        

           Total Section 8 - Project Based Cluster 7,782,721     

  Section 8 - Tenant Based Cluster:
    Section 8 Rental Voucher Program 14.855    5,101,842     
    Section 8 Rental Voucher Program (Rosemary Square) 14.855    983,650        
           Total 14.855 6,085,492     

  Section 8 Rental Certificate Program 14.857    9,870,239     

           Total Section 8 - Tenant Based Cluster 15,955,731   

TOTAL EXPENDITURES OF FEDERAL AWARDS (ALL U.S. DEPT. OF HUD) 51,364,365$ 

See notes to supplemental schedule of expenditures of federal awards.
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AKRON METROPOLITAN HOUSING AUTHORITY

NOTES TO SUPPLEMENTAL SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED JUNE 30, 2000

Note 1 Reporting Entity - The supplemental schedule of expenditures of federal awards includes the
expenditures of all of the funds and departments of the Authority.  The Authority administers certain
federal financial assistance programs through subrecipients.  Those subrecipients are not considered
part of AMHA’s reporting entity for purposes of the accompanying supplemental schedule of
expenditures of federal awards; however, the amount of federal awards passed through to subrecipients
is shown in parentheses.  The supplemental schedule of expenditures of federal awards also does not
include the federal financial assistance received by Rosemary Square, Inc. which is a not-for-profit
organization owned by AMHA and was subject to a separate audit under the Consolidated Audit Guide
for Audits of HUD Programs issued by the U.S. Department of Housing and Urban Development,
Office of Inspector General in August 1997.

Note 2 Basis of Accounting - This schedule was prepared in accordance with accounting principles generally
accepted in the United States of America.
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AKRON METROPOLITAN HOUSING AUTHORITY

SUPPLEMENTAL SCHEDULE OF ACTUAL MODERNIZATION COSTS INCURRED ON PROJECTS
CLOSED DURING THE YEAR ENDED JUNE 30, 2000

The actual costs incurred on projects OH12P007-705 and OH12P007-709 are as follows:

705 709

Funds approved 9,258,586$    12,698$         
Funds expended 9,258,586      12,698           

                                        
Excess of funds approved -     $              -     $              

                                        
Funds advanced 9,258,586$    12,698$         
Funds expended 9,258,586      12,698           

                                        
Excess of funds advanced -     $              -     $              

All modernization costs have been paid and all related liabilities have been discharged through payment for
projects OH12P007-705 and OH12P007-709.

Excess of funds approved and advanced of $95,079 for project OH12P007-065 and $222,005 for project
OH12P007-066 have been paid and all related liabilities have been discharged as of June 30, 2000.
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AKRON METROPOLITAN HOUSING AUTHORITY

RECONCILIATION OF FINANCIAL STATEMENTS TO FINANCIAL DATA SCHEDULES
JUNE 30, 2000

Consolidated Reconciling Financial
ASSETS Balance Sheet Amount Data Schedule

CURRENT ASSETS:
  Cash and cash equivalents 24,181,526$             (21,976,581)$           1 2,204,945$               
  Investments - unrestricted 24,570,414               1 24,570,414               
  Accounts receivable:                                
    Tenant 740,917                    (416,773)                  2&3 324,144                    
    Fraud 466,221                    3 466,221                    
    HUD 3,059,482                 2,385,147                 3 5,444,629                 
    Other 347,602                    243,265                    3 590,867                    
    Interfund 9,198,765                 4 9,198,765                 
  Allowance for doubtful accounts - tenant (212,045)                  2 (212,045)                  
  Accrued interest receivable 40,850                      (1,563)                      3 39,287                      
  Escrow funds 703,155                    (703,155)                  1                                
  Inventory 950,270                                                   950,270                    
  Prepaid and other current assets 200,252                    100,468                    3 300,720                    
      Total current assets 30,224,054               13,654,163               43,878,217               

NONCURRENT ASSETS:
  Restricted cash and cash equivalents 1,911,682                 (1,911,682)               1                                
  Land, structures and equipment:                                                               
    Land 21,489,151               5 21,489,151               
    Buildings 192,528,725             5 192,528,725             
    Land, structures and equipment 150,534,735             (150,534,735)           5                                
    Furniture, equipment and machinery - administrative 6,687,042                 5 6,687,042                 
    Accumulated depreciation (98,978,433)             5 (98,978,433)             
    CIP                                28,808,250               5 28,808,250               
  Land, property and equipment, net 150,534,735                                            150,534,735             
  Notes receivable 500,000                                                   500,000                    
  Other assets 827,254                    15,793,056               6 16,620,310               
  Assets subject to a sales contract 15,871,270               (15,871,270)             6                                
      Total noncurrent assets 169,644,941             (1,989,896)               167,655,045             

                                                                                             
TOTAL ASSETS 199,868,995$           11,664,267$             211,533,262$           

                                                                                             

LIABILITIES AND EQUITY                                                                                              
                                                                                             

CURRENT LIABILITIES:                                                               
  Accounts payable 4,994,264$               (1,562,947)$             9 3,431,317$               
  Accrued wage/payroll taxes payable 538,072                    9 538,072                    
  Accrued Interest payable 354                           9 354                           
  Accounts payable:                                                               
    HUD 4,372,767                 1,768,688                 9 6,141,455                 
    Interfund 9,198,765                 4 9,198,765                 
  Accrued expenses 1,769,707                 (1,712,921)               8&9 56,786                      
  Security deposits 322,551                    9 322,551                    
  Deferred revenues 1,774,932                 (718,108)                  9 1,056,824                 
  Other current liabilities 1,292,091                 9 1,292,091                 
  Current portion of long-term debt 468,586                    (468,586)                  7                                
      Total current liabilities 13,380,256               8,657,959                 22,038,215               

                                                              
NONCURRENT LIABILITIES:                                                               
  Accrued compensated absences 910,654                    481,151                    8 1,391,805                 
  Long-term debt, net of current portion 11,823,926               468,586                    7 12,292,512               
  Other long-term liabilities 7,948,334                 9&10 7,948,334                 
  Liabilities subject to sales contract 11,438,787               (11,438,787)             10                                
      Total noncurrent liabilities 24,173,367               (2,540,716)               21,632,651               
      Total l ab l t es 37,553,623               6,117,243                 43,670,866               

                                                                                             
NET PHA CONTRIBUTIONS 122,233,333             11 122,233,333             
RESERVED FUND BALANCE 7,956,140                 11 7,956,140                 
UNDESIGNATED FUND BALANCE/RETAINED EARNINGS 37,672,923               11 37,672,923               
EQUITY 162,315,372             (162,315,372)           11                                
      Total equ ty 162,315,372             5,547,024                 167,862,396             

                                                              
TOTAL LIABILITIES AND EQUITY 199,868,995$           11,664,267$             211,533,262$           
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AKRON METROPOLITAN HOUSING AUTHORITY

RECONCILIATION OF FINANCIAL STATEMENTS TO FINANCIAL DATA SCHEDULES
YEAR ENDED JUNE 30, 2000

Consolidated
Statement of Financial

Revenues and Reconciling Data
Expenses Amount Schedule

OPERATING REVENUES:
  Dwelling rental 11,637,236$          $                        11,637,236$         
  Non-dwelling rental 27,534                  (27,534)                 13                            
  Subsidies and grants from HUD 34,076,963           13,605,678           12 47,682,641           
  Excess utilities 64,344                  1                           13 64,345                  
  Other 1,272,975             29,986                  13 1,302,961             
          Total operating revenues 47,079,052           13,608,131           60,687,183           

                                                                                 
OPERATING EXPENSES:                                                                                  
  Administrative 7,396,884             101,235                13 7,498,119             
  Tenant service 204,665                725,260                13 929,925                
  Utilities 4,115,928                                        4,115,928             
  Ordinary maintenance and operation 9,226,997             (62,795)                 13 9,164,202             
  General expenses 5,196,713             (459,438)               13 4,737,275             
  Nonroutine maintenance 795,316                (641)                      13 794,675                
  Protective services 1,149,898             276,189                13 1,426,087             
  Housing assistance payments 18,874,615                                      18,874,615           
  Depreciation and amortization 8,584,954             1                           13 8,584,955             
  Drug elimination grants 740,508                (740,508)               13                            
          Total operating expenses 56,286,478           (160,697)               56,125,781           

                                                                                 
OPERATING LOSS (9,207,426)            13,768,828           4,561,402             

                                                                                 
OTHER INCOME (EXPENSE):                                                                                  
  (Gain) loss from disposition of                                                       
    equipment and real property  (56,942)                 26,171                  13 (30,771)                 
  Investment income 1,568,487             (2,452)                   13 1,566,035             
  Interest expense (1,122,565)            (212,429)               13 (1,334,994)            
  Other (58,161)                 58,161                  13                            
          Total other income 330,819                (130,549)               200,270                

                                                                                 

NET LOSS (8,876,607)$          13,638,279$         4,761,672$           
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AKRON METROPOLITAN HOUSING AUTHORITY

NOTES TO THE FINANCIAL DATA SCHEDULE AND THE RECONCILIATION OF THE FINANCIAL
STATEMENTS TO THE FINANCIAL DATA SCHEDULE
FOR THE YEAR ENDED JUNE 30, 2000

A. BASIS OF PRESENTATION

The Akron Metropolitan Housing Authority (“AMHA” or the “Authority”) is required to submit annual
financial information to the U.S. Department of Housing and Urban Development (“HUD”), Real Estate
Assessment Center (“REAC”).  The financial data is submitted to REAC using the Financial Data Schedule
(“FDS”) format, which is prescribed by REAC.  The accompanying FDS was prepared in the form
prescribed by REAC, which differs from the information in the Authority’s financial statements which are
prepared in conformity with accounting principles generally accepted in the United States of America, as
applicable to government entities.  The accompanying reconciliation was prepared to show the
reconciliation of the financial statements to the FDS.

B. RECONCILIATION

The following items identify the amounts needed to reconcile the financial statements prepared in
conformity with accounting principles generally accepted in the United States of America, as applicable to
governmental entities, to the FDS:

1. The FDS only requires that Cash be broken down into restricted and non-restricted amounts and shown
as current assets.  The financial statements reflect funds that are restricted and will not be used in the
next 12 months as non-current.

2. The financial statements reflect Tenant Accounts Receivable net of allowances, but the FDS has a
separate line for the allowance.

3. Classification differences exist between Accounts Receivable Other, Accounts Receivable HUD,
Accounts Receivable Tenant, Accounts Receivable Fraud, Accrued Interest Receivable, and Prepaids
and Other Current Assets from the financial statements to the FDS.

4. Accounts Receivable Interfund and Accounts Payable Interfund are eliminated on the financial
statements, but are recorded on the FDS as both a current asset and current liability.

5. Land, Structures and Equipment is reflected as a net amount on the financial statements but is recorded
on separate line items on the FDS.

6. Assets Subject to a Sales Contract on the financial statements are classified as Other Assets on the FDS.

7. Long-Term Debt is separated in the financial statements and combined on the FDS.

8. The current portion of Accrued Compensated Absences is included in Accrued Expenses in the financial
statements and is combined with the long-term portion in the FDS.
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9. Classification differences exist between the financial statements and the FDS:  Accounts Payable,
Accrued Wages/Payroll Taxes Payable, Accrued Interest Payable, Accounts Payable HUD, Accrued
Expenses, Security Deposits, Deferred Revenue, and Other Current Liabilities.

10. Liabilities Subject to a Sales Contract in the financial statements are classified as Other Long-Term
Liabilities in the FDS.

11. Equity is recorded net on the financial statements but recorded as Net HUD PHA Contributions,
Undesignated Fund Balance/Retained Earnings and Reserved Fund Balance on the FDS.

12. Represents amount included in contributed capital in the financial statements.

13. Represents classification differences between the financial statements and the FDS.
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Deloitte & Touche LLP
Suite 2500
127 Public Square
Cleveland, Ohio 44114-1303

Tel:   (216) 589 1300
Fax:  (216) 589 1369
www.us.deloitte.com

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND ON INTERNAL CONTROL
OVER FINANCIAL REPORTING BASED ON AN AUDIT PERFORMED IN ACCORDANCE
WITH GOVERNMENT AUDITING STANDARDS

Board of Trustees
Akron Metropolitan Housing Authority
Akron, Ohio

We have audited the combined financial statements of the Akron Metropolitan Housing Authority (“AMHA”) as of
and for the year ended June 30, 2000 listed in the foregoing table of contents, and have issued our report thereon
dated February 2, 2001.  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.  We did not audit the financial statements of
Rosemary Square, Inc. (a not-for-profit organization owned by AMHA), which statements reflect total assets
constituting less than one percent of the total assets at June 30, 2000 and total operating revenues constituting two
percent of total operating revenues for the year then ended.  Those statements were audited by other auditors and we
assume that the other auditors have reported to you on Rosemary Square, Inc.’s legal compliance and internal
control over financial reporting.  Accordingly, this report does not address the legal compliance and internal control
over financial reporting of Rosemary Square, Inc.

Compliance

As part of obtaining reasonable assurance about whether AMHA’s combined financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts
and grants, noncompliance with which could have a direct and material effect on the 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 that are required to be reported under Government Auditing Standards.

Internal Control Over Financial Reporting

In planning and performing our audit, we considered AMHA’s internal control over financial reporting in order to
determine our auditing procedures for the purpose of expressing our opinion on the combined financial statements
and not to provide assurance on the internal control over financial reporting.  Our consideration of the internal
control over financial reporting would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses.  A material weakness is a condition in which the design or operation of
one or more of the internal control components does not reduce to a relatively low level the risk that misstatement in
amounts that would be material in relation to the combined financial statements being audited may occur and not be
detected within a timely period by employees in the normal course of performing their assigned functions.  We
noted no matters involving the internal control over financial reporting and its operation that we consider to be
material weaknesses.

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

February 2, 2001
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Deloitte & Touche LLP
Suite 2500
127 Public Square
Cleveland, Ohio 44114-1303

Tel:   (216) 589 1300
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www.us.deloitte.com

INDEPENDENT AUDITORS' REPORT ON COMPLIANCE AND INTERNAL CONTROL
OVER COMPLIANCE APPLICABLE TO EACH MAJOR FEDERAL AWARD PROGRAM

Board of Trustees
Akron Metropolitan Housing Authority
Akron, Ohio

Compliance

We have audited the compliance of the Akron Metropolitan Housing Authority (“AMHA”) with the types of
compliance requirements described in the U.S. Office of Management and Budget (“OMB”) Circular A-133
Compliance Supplement that are applicable to its major federal programs for the year ended June 30, 2000.
AMHA’s major federal programs are identified in the summary of auditors’ results section of the accompanying
schedule of findings and questioned costs.  Compliance with the requirements of laws, regulations, contracts and
grants applicable to its major federal programs is the responsibility of AMHA’s management.  Our responsibility is
to express an opinion on AMHA’s compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the United States
of America; the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; and OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations.  Those standards and OMB Circular A-133 require that we plan and perform the audit to
obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to
above that could have a direct and material effect on a major federal program occurred.  An audit includes
examining, on a test basis, evidence about AMHA’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.  We believe that our audit provides a reasonable basis
for our opinion.  Our audit does not provide a legal determination on AMHA’s compliance with those requirements.

Our audit of compliance did not comprehend the operations of Rosemary Square, Inc. (a not-for-profit organization
owned by AMHA) which was audited by other auditors and we assume that the other auditors have reported to you
on Rosemary Square, Inc.’s legal compliance and internal control.  Accordingly, this report does not address the
legal compliance and internal control of Rosemary Square, Inc.

In our opinion, AMHA complied, in all material respects, with the requirements referred to above that are applicable
to its major federal programs for the year ended June 30, 2000.

Internal Control Over Compliance

The management of AMHA is responsible for establishing and maintaining effective internal control over
compliance with requirements of laws, regulations, contracts and grants applicable to federal programs.  In planning
and performing our audit, we considered AMHA’s internal control over compliance with requirements that could
have a direct and material effect on a major federal program in order to determine our auditing procedures for the
purpose of expressing our opinion on compliance and to test and report on internal control over compliance in
accordance with OMB Circular A-133.
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Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal
control that might be material weaknesses.  A material weakness is a condition in which the design or operation of
one or more of the internal control components does not reduce to a relatively low level the risk that
noncompliance with applicable requirements of laws, regulations, contracts and grants that would be material in
relation to a major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions.  We noted no matters involving the
internal control over compliance and its operation that we consider to be material weaknesses.

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

February 2, 2001
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AKRON METROPOLITAN HOUSING AUTHORITY

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED JUNE 30, 2000

Summary of Auditors’ Results

• Type of Report Issued on the Consolidated Financial Statements as of and for the Year Ended June 30,
2000 - Unqualified.

• Reportable Conditions in Internal Control Disclosed by the Audit of the Financial Statements - N/A.

• Noncompliance Noted that is Material to the Consolidated Financial Statements of the Authority - None.

• Reportable Conditions in Internal Control Over Major Federal Financial Assistance Programs Disclosed
by the Audit of the Consolidated Financial Statements - N/A.

• Type of Report Issued on Compliance for Major Federal Financial Assistance Programs - Unqualified.

• The audit did not disclose any audit findings which are required to be reported under section .510(a) of
OMB Circular A-133.

• Major Federal Financial Assistance Programs Identified for the Year Ended June 30, 2000:

 U.S. Department of HUD:

• Section 8 – Tenant-Based Cluster:
Section 8 Rental Voucher Program (CFDA 14.855)
Section 8 Rental Certificate Program (CFDA 14.857)

• Section 8 – Project-Based Cluster:
Lower Income Housing Assistance Program – Section 8 (CFDA 14.182)
Lower Income Housing Assistance Program – Moderate Rehabilitation (CFDA 14.856)

• Dollar Threshold Used to Distinguish Between Type A and Type B Programs - $1,540,931

• The Authority is considered to be a Low Risk Auditee as defined under OMB Circular A-133.

Findings Related to the Consolidated Financial Statements that are Required to be Reported Under

Government Auditing Standards

None

Findings and Questioned Costs Relating to Federal Awards

None



AKRON METROPOLITAN HOUSING AUTHORITY

STATUS OF PRIOR YEAR FINDINGS

No significant findings or questioned costs were included in the prior year reports.
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