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HOUSING AUTHCRITY OF THE CITY OF SAN BUENAVENTURA
MANAGEMENT'S DISCUSSION & ANALYSIS
SEPTEMBER 30, 2011

Management’s Discussion and Analysis

The Housing Authority of the City of San Buenaventura {the “Authority”) is pleased to present its basic
financial statements for year ended September 30, 2011, which were prepared in accordance with U.S,
generally accepted accounting principles (GAAP). GAAP requires the inclusion of the three basic
financial statements: the statement of net assefs (balance sheet); the statement of revenues, expenses,
and changes in net assets; and the statement of cash flows. In addition GAAP requires the inclusion of
this Management’s Discussion and Analysis {MD&A) section as required supplementary information.

The MD&A is designed to {a) assist the reader in focusing on significant financial issues, (b} provide an
overview of the Authority's financial activity, (¢) identify changes in the Authority’s financial position (its
ability to address the next and subsequent years' challenges), and (d) identify issues or concerns. This
will now be presented at the front of each year's financial statements. Since the MD&A is designed to
focus on the current year's activities, resulting changes and currently known facts, please read it in
conjunction with the financial statements, which follow this section.

As provided for under GAAP, the Authority uses the accruat basis of accounting to prepare its basic
financial statements. Under this basis of accounting, revenues are recognized in the period in which they
are earned, and expenses, including depreciation, are recognized in the period in which they are incurred.
All assets and liabilities associated with the operation of the Authority are included in the statement of net
assels.

Financial Highlights

+ Net assets at September 30, 2011, increased to $35,634,071. Since the Authority engages only
in business-type activities, the increase is all in the category of business-type net assets. Net
assets were $34,989,129 for 2010,

» The business-type activities operating revenue at September 30, 2011, increased to $22,444,447.
Total operating revenue was $22,032,249 for 2010,

».__The fotal operating expenses_of all.programs.for September 30 _20‘1‘1,_mczeased 10 $23,229,647
Total cperating expenses were $22,415,478 for 2010.

» Total capital grant contributions at September 30, 2011, decreased to $1,745,223, Total capital
grant contributions were $2,133,409 for 2010,

Overview of the Financial Statements

The financial statements included in this annual report are those of a special-purpose government
eﬂuaged ina bus.nessuype acuvity

This NID&A is mtended to ser\re as an :ntroduct:on io the Authonty $ bassc f‘nancsa[ statements T

The following statements are included:

» Statement of Net Assets ~ reports current financial resources (short-term expendable resources) with
capital assets and long-term obligations,

» Stalement of Revenue, Expenses, and Changes in Fund Net Assets - reporis operating and
nonoperating revenue, by major source along with operating and nonoperating expenses and capital
contributions.

o Statement of Cash Flows ~ reports cash flows from operating, investing, capital, non-capital activities.




The Authority’s Programs
Low [ncome Public Housing (LIPH)

Under this program, the Autherity rents units that it owns within the City of San Buenaventura to low-
income households. This program is operated under the annual contributions contract (ACC} with HUD,
and HUD provides operating subsidy to enable the Authority to provide the housing at a cost that is based
upon 30 percent of household income. The Authority currently owns and operates 716 subsidized units in
this program.

The Authority is a “Standard Performer” under HUD’s Interim Public Assessment System (PHAS).

Section 8 Program

Within the Section 8 program, the Authority administers confracts with independent landlords that own
and lease units within our community under the Housing Choice Voucher program (HCV). The Authority
subsidizes the family's rent through a housing assistance payment (HAPF) made to the landlord, The HAP
matches the difference between the total rent that the landiord can charge, at or below a fair market rent
amount supplied by HUD, and the amount that the tenant can pay. For each unit that the Authority
administers, HUD pays the Authority an administrative fee. The Authority is not responsible for the
protective services and maintenance of the units and properties associated with this program. However,
the landlord must maintain the units in accordance with HUD's housing quality standards in order to
participate in the program. The Authority currently administers 1,286 HCV vouchers, 50 Veterans
Assistance vouchers (VASH) and 13 Shelter Plus Care vouchers (S+C). These programs are operated
under the annual contributions contracts (ACC) with HUD, which enabies the Authority fo structure a
lease that sets the participants’ housing costs at 30 percent of household income.

The Authority is & “High Performer” under the Section Eight (8) Management Assessment Programs
(SEMAF),

Shelter Plus Care

The Authority receives grant funds that serve to provide housing and supportive services on a long-term
basis for homeless persons with disabilities, (primarily those with serious mental illness, chronic problems
with alcohol and/or drugs, and acquired immunodeficiency syndrome (AIDS) or related diseases) and

their farmilies wio are iving if places not intendad for human habitation {e.q., sireets) or in emergency
shelters, The program allows for a variety of housing choices, and a range of supportive services funded
by other sources, in response to the needs of the hard-to-reach homeless population with disabilities.

Capital Fund Program and ARRA

Under this program, The Authority receives funding for physical and management improvemenis to its
owned public housing units within the low-income public housing program. The Capital Fund Program is
operated under the annual contributions contract (ACC) with HUD and the award amounts are formula
based,

* The American Recovery and Reinvestment Act of 2000 (ARRA} was signed into taw on February 17,

2009. The Authority applied, through a competitive grant process, for ARRA funds and received an
award of $1,790,000 on February 29, 2008. This was the first time the Authority applied for this type of
grant funding and was successfully awarded. The funds were used for comprehensive green renovation
of all 28 units at the Authority's development focated at Santa Clara Street. The grant was 100%
expended by April 30, 20142, five months ahead of schedule.




Resident Services Grants

Includes grants funded by HUD, such as Resident Opportunity and Self-Sufficiency Grant (ROSS). The
ROSE programs are structured io encourage resident economic self-sufficiency, with the overarching
goal to improve the safety and quality of life in the areas in and around public housing properties, ROSS
also provides funding to link elderly/disabled residents to critical services which can help them continue to
live independently.

The HCV program also received a Family Self-Sufficiency (FSS) grant that works specifically with HCV
voucher participants to assist thern in setting life goais and objectives,

Business Activities

The Authority accounts for its various non-federal activities under the business activities program.
Affardable Housing Projects

The Authority is currently in the process of developing multiple affordable housing projects in the City of
Ventura, California, The Authority incurs certain predevelopment costs associated with these projects —
primarily funded by non-federal sources — until all necessary partners, investors and funding sources are
identified at which time all project assets, liabilities and commitments are conveyed to the limited
partnerships.

Encanto Def Mar Apartments ~ Encanto Del Mar Apartments will consist of a 37-unit §% tax credit,
affordable housing development. The total cost of the project is projected to be $17.2 million, The project
is to be owned and operated by Encante Del Mar Apartments, L.P., a California imited partnership.
Encanto Del Mar Apartments, LLC, whose sole member is Homecomings, Inc, is the acting general
partner with a .01% ownership interest; the Authority is the project developer and management agent.

During the predevelopment stage, the Authority incurred two lines of eredit in the amount of $750,000
each from local financial institutions in order to finance certain predeveiopment costs, including a real
property acquisition until permanent financing scurces could be obtained. At construgtion close in
December 2010, the land and predevelopment costs incurred by the Authority were transferred to the
limited partnership and both debts were repaid. Construction began in December 2010 and is expected
1o be completed in_spring 2012,

Hapsen Tryst— The Authority has plans to develop a 24-unit farm worker housing project in Ventura, CA.
The University of California has committed to the donation of approximately 2 acres of the 30-acre
Hansen Trust site to the Authority which will be a fully improved building site ready for development. The
project is expected to be financed by various sources, including USDA and Joe Serna Famworker
Housing funds. A recoverable grant of $102,000 was awarded by the Ventura County Community
Foundation for pre-development costs of which $51,000 was received in the current year. The Authority's
architect completed conceptual design plans consistent with the approved Specific Plan for the area. The
City's Design Review Committes reviewed and commented on the conceptual plans in April 2011, a

revised submitiai was prepared and the finai concepiuai review is scheduied for the first quarter of 2012.

City Programs
The Authority has five (5) contracts with the City of San Buenaventura (the “City”) to provide contract
services ranging from tenantlandlord services to assisting the City with its housing preservation
programs.

Housing Trust Fund

During 2008, in an effort to ensure the availability of safe and sanitary affordable housing for the citizens
of the City of San Buenaventura (the “City"), the Authority and the City agreed to amend their existing




Caoperation Agreement — with HUD approval — to permit annual Payments in Lieu of Taxes (PILOT) to be
deposited into a Housing Trust Fund held in the name of the Authority. These funds may be used to
preserve or increase the supply of housing for low and very low income persons in the City, specifically
priority shall be given in housing to employees of the Ventura County, Ventura Unified School District,
and the City of Veniura for housing unifs in developments for which these funds are used as a funding
source.

State and Local Program

The Authority administers various grants and housing programs from the local community. Congress
amended the Housing and Community Development Act of 1974 (HCD Act) in 1981 to give each
jurisdiction the opportunity to administer Community Development Block Grant (CDBG) funds for non-
entitlement area. CDBG provides states, eligible metropolitan cities and urban counties with annual direct
grants that they can use to revitalize neighborhoods, expand affordable housing and economic
opportunities, and/or improve community facilities and services, principally to benefit low- and moderate-
incorne persons. ‘

MNeighborhood Stabilization Proaram - NSP-R Program Loan

In connection with the development of the Encanto Del Mar Apartments affordable housing project,
permanent financing was obtained from various sources, including a $3.4 million Neighborhood
Stabilization Program (NSP-R} Joan from the Department of Housing and Community Development of the
State of California (the "Department”} and an NSP 1 grant award from the County of Venifura in the
amount of $443,636. The loan is the obligation of the Encanto Del Mar Apartments, L.P. (the “Borrower”).
However, the Authority is listed as the sponsor organization ~ as defined in the joan agreements — and
has ultimate responsibility to ensure compliance with the terms and conditions of the program for the life
of the loan. As the sponsoring organization, the Authority is subject to the same liability as the Borrower if
it fails to ensure compliance. The outstanding loan balance and related transactions are included in the
financial statements of the Borrower.

Component Unit

These are legally separate organizations for which the elected officials of the primary government are
financially accountable or where the nature and significance of their relationship with the primary
government are such that exclusion would cause the reporting entity's financial statements lo be

misieading of iicomplate,

The governing body of the Authority is its Board of Commissioners (the “Board”) comprised of seven (7)
members appointed by the City Council of the City of Ventura, The Authority is not a component unit of
the City, as defined in Governmental Accounting Standards Board Statement No. 14, as amended, The
Reporting Entily, and (*GASB No. 14”) as the Board independently oversees the Authority's operations.
The component unit program consists of Triad Properties (Triad) and Homecomings, Inc (Homecomings).

Triad Properfies

* Triad is 2 California nonprofit public benefit corporation which was formed to promote and develop

affordable housing and related services for low to moderate income households in the County of Ventura,
California and be eligible to apply for specific HUD funding as a Community Housing Development
Corporation (CHDO). Triad owns and operates twenty-two low-income housing units in the City of
Ventura. Triad is considered a “Discrete Component Unit”.

The relationship between the Authority and Triad is supportive in nature as Triad often carries out its
stated purpose of providing decent, safe and affordable housing by supporting the operational goals and
objectives of the Authority. In addition, the Board also acted as the originat governing body for Triad. In
March 2010, Triad's bylaws were amended and the Board appointed a new Board of Directors who is




now substantially different from that of the Authority’s Board. The amended bylaws state that the Triad
Board of Directors will serve four year terms and is now empowered to appoint any new director(s).
Therefore, Triad will be discretely presented in the current vear financial statements and notes, All
interprogram balances and transactions between the primary government and the discretely presented
component unit wili be disclosed in the notes to the financkal statements. Separately issued financial
statements of Triad Properties may be obtained by contacting Rhen Bass, CPA, Chief Financial Officer,
Housing Autharity of the City of San Buenaventura, 995 Riverside Street, Ventura, CA 93001.

Homecomings, Inc

Homecomings is a California nonprofit public benefit corporation which was formed to promote and
develop affordable housing for low to moderate income households in the County of Ventura. it can also
form partnerships and currently acts as the general partner in each of the following tax credit partnerships
in which it has a .01% ownership interest.

+ Chapel Lane, L.P. — 4% tax credit project with 38-senior units, in operation since September 2005

» Soho Associates, L.P. — 9% tax credit project with 12-family units, full occupancy was reached
September 2011

» Encanto Del Mar Aparfments, L.P. — 9% tax credit project with 37-family units, expected
completion date is Spring of 2012

Homecomings accounts for its ownership interest in these tax credit partnerships using the equity
method. Separately issued financial statements for the aforementioned tax credit partnerships may be
obtained by contacting Rhen Bass, CPA, Chief Financial Officer, Housing Authority of the City of San
Buenaventura, 995 Riverside Street, Ventura, CA 93001. The Authority both directly and indirectly
controls the operations of Homecomings, and the Authority's Board also acts as the governing body for
the organization. Therefors, Homecomings will be presented as a blended component unit included in
the balances of the primary government, thus all significant inter-program balances and transactions
beiween Homecomings and the Authority have been eliminated.




FINANCIAL ANALYSIS

The following tables focus on the net assets and the change in net assets of the primary government as a
whole.

TABLE 1 - STATEMENT OF NET ASSETS

2011 2010 Variance % Change

Current Assets $ 4,005270 $ 3,022504 % 982,766 32.51%
Capital Assets, Net 29,640,634 30,811,221 (1,170,587) -3.80%
Notes Recievable 4,369,865 4,438,490 (68,625) -1.55%
Total Assets $ 38,015,769 $ 38,272,215 § {256,446} -0.67%
Current Liabilities $ 1,125,828 § 2,030,858 $ (805,031) -44.56%
Nencurrent Liabilities 1,255,870 1,252.227 3,643 0.28%
Total Liabilities ' 2,381,698 3,283,086 {801,388) -27.46%
Net Assets:

Invested in Capital Assets 29,640,634 29,085,796 554,838 1.91%
Restricted 994,638 840,787 153,851 18.30%
Unrestricted 4,998,799 5,062,546 (63,747} -1.26%
Total Net Assets ’ 35,634,071 34,989,129 644,942 1.84%
Total Liabilites & Net Assets - $ 38,015769 § 38272215 § (256,446) -0.67%

MAJOR FACTORS AFFECTING THE STATEMENT OF NET ASSETS

Current assets increased by $982,766 primarily due to an increase in cash and cash equivalents at year-
end. The increass is atfributable to positive results from operating activities as the Authority continues to
operate its various projects and programs with overall success.

Capital-assets-decreased-by-$1;170;687- due-primarily-to-the-normal-depreciation-of capital-assets-and-the ——-——ww
transfer of predevelopment costs and real property acquired by the Authority in connection with the

Encanto Del Mar Apartment project to the owner and operator in December 2010, These decreases were

offset by the capitalization of ongoing modernization efforts and improvements to certain public housing

units primarily funded with capital fund and ARRA grants.

Notes receivable decreased by $68,625 as the Authority received a principal payment during the year on
the ocutstanding note receivable due from Triad,

Current liabilities decreased by $905,031 primarily due to the repayment of two outstanding lines of credit
....Incurred by the Authorily in the prior year in order fo finance certain predevelopment costs of the Encanto . ,

7 "Del Mar Apartrients praject, incliding 4 Taal property acqlisition, until permanent fRaRcing sotrces eould

be obtained. The obligations were paid off as part of the Encanto Del Mar Apartment closing and
conveyance that occurred in December 2010,

Noncurrent liabilities remained relatively consistent compared to prior year.




TABLE 2 ~ STATEMENTS OF REVENUE, EXPENSES AND CHANGES IN FUND NET ASSETS

The following schedule compares the revenue and expenses for the current and previous fiscal years.
The Authority is engaged only in business-type activities.

Cperating Revenues
Rental fncome
Federal Grants
Other

Total Operating Revenues

Operating Expenses
Administration
Tenant Sendces
Utllitles
Maintenance
General
Housing Assistance Payments
Depreciation

Total Operating Expenses
"'+ :Operating Income (loss)

Nonoperating revenues (expenses);
Interest Revenue
Loss from Disposal of Capital Assets
Interest Expense
Special items
Capital Contributions

% Change

Change in Net Assets

Beglnning Net Assets

Ending Net Assets

+.::MAJOR. FACTORS AFFECTING-THE STATEMENT.OF :REVENUE,-:EXPENSES AND.CHANGES IN .

FUND NET ASSETS

Tetal Operating Revenue

" 2044 2040 Variance

- $. 3143048 § 3,165,704 $ (22,656) 0.72%
- 17,917,895 17,456,753 461,142 2.64%
1,383,504 - 1,409,792 . (26,288) -1.86%
22,444,447 22,032,249 412,198 1.87%
E : 4,205,889 4,301,871 (95,982) -2.23%
S ... 331,300 215,477 115,823 53.75%
s 535,464 550,081 (15,517) -2.82%
. 1,406,697 1,552,090 (145,393) 9.37%
/" .1,278,882 ~ 939,753 339,129 36.09%
14,125,910 13,404,510 721,400 5.38%
1,345,505 1,450,794 . (105,289) 7.26%
23,229,647 22.415,476 814,171 3.63%
' (785,200) (383,227) *  (401,973)  104.89%
. 32,604 32,138 456 1.45%
- (446,357) 446,357  -100.00%
(28,000) (28,000) - 0.00%

- (319,685) - (319,685) .
1,745,223 2,133,409 (388,186)  -18.20%
1,430,142 _ 1,691,190 (261,048) __ _-15.44%
644,942 1,307,963 (663,021)  -50.69%
34,989,129 33,681,166 1,307,963 3.88%
$ 35634071 $ 34,989,120 $ 644,942 1.84%

Total operating revenue increased by $412,198 to $22,444,447 primarily due to increases in operating
grants received from HUD under the Housing Cholce Voucher Program.




The following table provides further illustration of the Authority’s total operating revenue for the year
ended September 30, 2011:

Total Operating Revenue

@ Rental Income
R Federal Grants
BOther . ... ..

Total Operating Expenses

Total operating expenses increased by $814,171 o $23,229,647 due to significant increases in housing
assistance payments (HAP) resulting from increased participation in the program. General expenses also
increased significantly from the prior year due to increases in the amount of soft costs allocated to the
Capital Fund program and an increase in the amount of compensated absences expense reported in the
current year, Tenant services also saw increases from prior year. Increases in tenant services were
experienced in the Low Rent Public Housing Program and City Programs. These increases were offset
by reductions in administration costs, utilities, maintenance activities, and depreciation expense. The
Authority’s continued modernization efforts and energy efficiency improvements have confributed to the
decline in required maintenance and ufility consumption.

The following table provides further lllustration of the Authorlty’s fotal operating expenses for the year

ended September 30, 2011:
......... lotal Operating Expenses

= Fenant Services

Utilities

m Maintenange

| General

m Housing Assistance Paymaits

® Depreciation




Nonoperating Revenues and Expenses

The Special ltems reflects the contribution of equity in land and predevelopment costs — of the Encanto
affordable housing project incurred by the Authority prior to construction close - to the limited partnership.
A portion of the original Encanto land acquisition was financed by the NSP 1 Grant awarded to the project
by the County of Ventura. The resulting interest in the property was transferred to Encanto Del Mar
Apartments, L.P., the owner and operator of the project, in December 2010, Special ltems also includes
the write-off of certain predevelopment costs, including application fees and costs, incurred as the
Authority was researching and assessing potential financing mechanisms for the Soho affordable housing
project early in the pre-development stage of the project, These costs were not ultimately conveyed to
the project as basis and have no future value to the Authority,

Capital contributions decreased by $388,186 to $1,745,223 due to a slight reduction in the level of activity
related to the modernization and improvement of certain public housing projects.
CAPITAL ASSETS
As of September 30, 2011, investment in capital assets for its business-type activities was $29,640,634
net of accumulated depreciation. This investment in capital assets includes land, buiidings,
improvements, equipment and construction in progress.
Major capital asset purchases during the current fiscal year included the following:

»  Modernization and improvement of certain public housing units

» Predevelopment costs of Encanto Del Mar Apartments incurred prior to conveyance in December

2010

Major capital asset disposals during the current fiscal year included the following:

+ Sale/conveyance of fand and certain predevelopment costs associated with the Encanto Del Mar
Apartments project

The Authority had two uncompleted capital fund construction contracls at year-end. The remaining

commitmentuonxhese.contracts-was—approximateIy—$-1‘7-05OOO-atSeptemberﬁo.n—ZO-‘l-’! -

DEBT OUTSTANDING

Al September 30, 2011, the Authority had $302,000 in debt outstanding compared to $1,776,425 last
year, a decrease of $874,425. This debt is in the form of an $800,000 ten year deferred HELP |oan that
accrues simple interest at a rate of 3.5% annually payable to the California Housing Finance Agency, and
a recoverable grant in the amount of $102,000 payable to the Ventura County Community Foundation,
Proceeds were used to finance the activities of the various affordable housing projects being developed
_bythe Autherity. .

The HELP loan will be paid-in-full at the closing of the Soho project permanent loan which is anticipated
to occur in fiscal year ending September 30, 2013,




ECONOMIC FACTORS

Significant economic factors affecting the Authority are as follows:

[}

Federal funding of the Department of Housing and Urban Development.

Local labor supply and demand, which can affect salary znd wage rates.

Local inflation, recession and employment trends, which can affect resident incomes and
therefore the amount of rental income.

Inflationary pressure on utility rates, supplies and other costs,

FINANCIAL CONTACT

This financial report is designed to provide a general overview of the finances for all those with an interest
in the Authority’s finances. Questions concerning any of the information provided in this report or request
for additional information should be addressed to Mr. Rhen Bass, CPA, Chief Fmanc:la] Officer, Housing
Authority of the City of San Buenaventura, 805-648-5008,
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IENDERSON & HiLL, LL

CERTIFIED PUBLIC ACCOUNTANTS

. i

265 RIvERCHASE PARKWAY EasT. Sume 100 BIRMINGHAM, ALABAMA 35244
PHONE: (208) 982-0992 Fax: (205) 982-0897

To the Board of Commissioners
Housing Authority of the City of San Buenaventura

Independent Auditor's Report

We have audited the accompanying basic financial staternents of the Housing Authority of the City of San

- Buenaventura (the “Authority”), and its discretely presented component unit as of and for the year ended
September 30, 2011, as listed in the table of contents. Thess financial statements are the responsibility
of the Authority's management. Cur responsibility is to express opinions on these financial statements
based on our audi.

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 Govemment Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reascnable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the 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 provides a reascnable basis for our opinions.

In our opinion, the financial statements referred to above present fairly, in all material respects, the
respective financial position of the Authority and of its discrefely presented component unit as of
September 30, 2011, and the respective changes in financial position and, where applicable, cash flows
thereof for the year then ended in conformity with accounting principles generally accepted in the United
States of America.

In accordance with Government Auditing Standards, we have issued our report dated June 04, 2012, 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. The
purpose of that report is to describe the scope of our testing of internal control over financial reporting and
compliance and the results of that testing, and not fo provide an opinion on the internal control over

———————-——financiat-reporting-or-on-compliance-—That-report-is-an-integral-part-of-an-audit-performed-in-accordance
with Government Auditing Standards and should be considered in assessing the results of our audit.

The management’s discussion and analysis on pages 1 through 10 are not a required part of the basic
financial statements but are supplementary information required by the Govermnmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries of
management regarding the methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinicn on it.

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively
..comprise the Authority’s basic financial statements. The accompanying supplemental information, which

" includes” the " Statement ‘and “Certification”of ‘Actual Modemization' Costs “and the Financial Data Schedule - - i

(FDS), is presented for purposes of additional analysis, and is not a required part of the basic financial
statements. The accompanying 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-Prefit Organizaticns, and is also not a required part of the basic financial
statements. Such information has been subjected to the auditing procedures applied in the audit of the basic
financial statements and, in our opinion, are fairly stated in all material respects in relation to the basic financial
statements taken as a whole.

\\ah\hﬁ:‘\‘:?\\m}\b

Henderson & Hill, LLC
June 04, 2012

11
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HENDERSON HLL, LLC

CERTIFIED PUBLIC ACCOUNTANTS

265 RivErcHASE PARKWAY EAST, Surte 100 BirMNGHAM, At ABAMA 35244
PHoNE: (205) 282-0992 Fax: {205) 982-0997

To the Board of Commissioners
Housing Authority of the City of San Buenaventura

Report on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financia! Statemenis Performed in Accordance with Govermnment
Audifing Standards

We have audited the basic financial statements of the Housing Authority of the City of San Buenaventura
{the “Authority™, as of and for the year ended September 30, 2011, and have issued our report therson
dated June 04, 2012. 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 Compfroller General of the United States.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Authority's internal control over financial
reporting as a basis for designing our auditing procedures for the purpose of expressing our opinion on
the financial statements, but not for the purpose of expressing an opinion on the effectiveness of the
Authority's internal control over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Authority's internal control over financial reporting.

A deficiency in infernal control exists when the design or operation of & control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent, or
detect and correct misstatements on a timely basis. A matfenial weakness is a deficiency, or combination
of deficiencies, in internal control, such that there is a reasonable possibility that a material misstatement
of the Authority's financial statements will not be prevented, or detected and corrected on a timely basis.

Our consideration of the internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal contro} over

financial-reporting-that-might-be-deficlencies;-sighificant-deficiencies—or material-weaknesses—We-did-not
identify any deficiencies in intemal control over financial reporting that we consider to be material
weaknesses, as defined above.

Compliance and Cther Matters

As part of obtaining reasonable assurance about whether the Authority's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effect on
the determination of financial staternent 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. ..
Sits™of BUT tests disclosed instances of riohcompliarce ‘or other mattéis that &ré raqired 16 b’ o

reported under Government Auditing Standards and which are described in the accompanying schedule
of findings and questioned costs as items 11-01.

We noted certain matters that we reported to management of the Authority in a separate letter dated June
04, 2012,
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The Authority's responses to the findings identified in our audit are described in the accompanying
schedule of findings and questioned costs. We did not audit the Authority’s response and, accordingly,
we express no opinion on i,

This repart is intended for the information of the Board of Commissioners, management, others within the
entity and the Office of Housing and Urban Development and is not intended to be and should not be
used by anyone other than these specified parties.

\\aﬁm&rm ML

Henderson & Hill, LL.C
June 04, 2012
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CERTIFIED PUBLIC ACCOUNTANTS

265 RIVERCHASE ParRKkwaY EasT. Surre 100 BIRMINGHAM, ALABAMA 35244
PHoNE: (205) 282-09552 Facxc (205) 982-0897

To the Board of Commissioners
Housing Authority of the City of San Buenaventura

Report on Compliance with Requirements Applicable to Each Major Program and Internal
Control over Compliance in Accordance with OMB Circular A~133

Compliance

We have audited the compliance of the Housing Authority of the City of San Buenaventura (the
“Authority”) with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each of its major federal
programs for the year ended September 30, 2011. The Authority's major federal programs are identified
in the summary of auditor's results section of the accompanying schedule of findings and questioned
costs. Compliance with the requirements of laws, regutations, contracts, and grants applicable to each of
its major federal programs is the responsibility of the Authority's management. Our responsibility is to
express an opinion on the Authority's compliance based on our audit,

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and U.S, Office of Management and
Budget (OMB) Circular A-133, Audits of Sfates, Local Governments, and Non-Profif Organizations. Those
standards and Circular A~133 require that we plan and perform the audit fo 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 basls, evidence about the Authority's compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinfon. Our audit does not provide a legal determination of the Authority's
compliance with those requirements,

1n_ouc_opinion,.the Authority_ complied, in_all_material_tespects, with_the_requirements._referred to_above
that are applicable to each of its major federal programs for the year ended September 30, 2011.

Internal Control over Compliance

The management of the Authority is responsible for establishing and maintaining effective internal controt
over compliance with requirements of laws, regulations, contracts, and grants applicable to federal
programs. In planning and performing our audit, we considered the Authority's internal control over
compliance with requirements that could have a direct and material effect on a major federal program as
a basis for designing our auditing procedures for the purpose of expressing our apinion on compliance,
but not for the purpose of expressing an opinion on the effectiveness of internal control over compliznce,

- -Accordingly, we do-not express an-opinion on the effectiveness of the Authority's internal control-over =

compliance.

A deficiency in internal controf over compliance exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned functions, to prevent
or detect and correct noncompliance with a type of compliance requirement of a federal program on a
timely basis. A material weakness in internal control over compliance is a deficiency, or combination of
deficiencies in internal control over compliance, such that there is a reascnable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented or
detected and corrected on a timely basis.
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Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to identify all deficiencies in internal control that might be
deficiencies, significant deficiencies or material weaknesses in internal control over compliance. We did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above.

This report is intended solely for the information and use of the Board of Commissioners, management,
others within the organization, and the Office of Housing and Urban Development and is not intended o
be and should not be used by anyone other than these specified parties.

\\ﬁkmﬁr\\i}k L

Henderson & Hill, LLC
June (4, 2012
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Housing Authority of the City of San Buenaventura
Statement of Net Assets
September 30, 2011

ASSETS
Current Assets:
Unrestricted cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable:
HUD
Other governments
Tenants, net of allowance of $28,117 and 30, respectiwly
Interest
Miscellaneous
Due from primary gowermment to compenent unit
Imventories
Prepaids and other assets
Total current assets

Noncurrent assets:
Capital assets:
Land
Building and equipment
Construction in progress
Less accumulated depreciation
Capital assets, net
MNotes receivable

Total nonourrent assets
Totat assets

LIABILITIES

Current liabilitles:
Accounts payable
Accrued liabliities
Intergovernmental payables
Tenant security deposits

Deferred revanue

Prmary
Gowernment

Component Unit

Due to component unit frem primary govermment
Notes payable, current portion
Other cument llabilities

Tatal current liabilities

Noncurrent Habilities:
Notes payable, net of current portion
Compensated absences, net of current portion
Noncurrent liabilities - other

Trykat m & [3emmilles,
10tE NONCLITEN: Hakiities

Totat liabilities

NET ASSETS
Imested in capital assets, net of related debt
Restricted
Unrestricted

Total net assets

Total liabilities & net assets

$ 2,216,134 $ 131,050
1,260,048 18,519
192,877 -
83,806 -
37,143 3,618
48,950 -
127,584 55,063

- 37,022

8,892 -
29,736 846
4,005,270 245,918
3,042,205 814,029
51,140,364 2,125,759
4,423,566 -
(28,965,501} {407,038)
29,640,634 2,532,750
4,369,865 -
34,010,499 2,532,750

$ 38,015,769 § 2,775,588

$ 64,364 $ 17,601
364,526 558
258,687 -
190,986 18,519

D460 1,077
37,022 -
102,000 3,282
3,633 20,168
1,125,828 61,205
804,000 2,760,417
234,743 -
221,127 5,019
1,255,870 2,795,435
2,381,698 2,856,641
29,640,634 {260,949)
994,638 -
4,998,799 182,976
35,634,071 (77,973)

$ 38,015,769 3 2,778,668

The accompanying noles are an integral part of these financial stafements,
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Housing Authority of the City of San Buenaventura
Statement of Revenues, Expenses, and Changes in Fund Net Assets

For Year Ended September 30, 2011

Primary
Govwernment Component Unit
Operating revenues
Rental income $ 3,143,048 3 296,023
Federal grants 17,917,895 -
Other - 1,383,504 226,653
Total operating revenues 22,444,447 522,676
Operating expenses
Administration 4,205,889 170,744
Tenant sendces 331,300 -
Utilities 535,464 69,410
Maintenance 1,406,697 76,768
General 1,278,882 207,440
Housing assistance payments 14,125,910 -
Depreciation 1,345,505 80,087
Total operating expenses 23,228,647 604,449
Operating Income {loss) {785,200) (81,773)
Nonoperating revenues (expenses):
Interest revenue 32,604 -
Interest expense {28,000) (14,789)
neome_(loss) before contibutions
and special items (780,596) (€6,562)
Capital contributions 1,745,223 -
Specidl items (319,685) -
Change in net assets 644,942 (96,562)
Total net assets - beginning of the year 34,988,129 18,588

The accompanying notas are an integral part of these financial stafements.
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Housing Authority of the City of San Buenaventura
Statement of Cash Flows
For Year Ended September 30, 2011

Primary
Gowemmcnt Compenent Unit
CASH FLOWS FROM OPERATING ACTIVITIES
Recoipts from tenants k) 3,183,088 5 24,864
Federal and other gevommental geants 17,851,929 "
Other recelpts 1,259,644 425,197
Payments o suppliers & Section 8 Landlords (17.412,999) {469,895)
Payments to or on hehalf of employces {4,45¢,289) {43,188)
Net cash prodded {used) by oparating acthitles 431,373 206,988
CASH FLOWS FROM CAPITAL AND RELATED
FIRANCING ACTIVITIES
Proceeds from comeyance of capitol assets 406,362 -
Purchase of capital assots (2,227,486) -
Capital contributions N 1,745,223 ~
Principal paymonts on notes payable (42,370} (71,673)
[ntorest payments on notes payable - {14,789)
Proceeds fiom the 1ssuange of nates payablo 443,456 -
Met cash provided (used) by capital
financing activities 325135 (86 462%
CASH FLOWS FROM KON-CAPITAL AND
RELATED FINANGING ACTIVITIES
Proceeds from issuance of nole payable 51,000 -
Nat cash provided (used) by nen-capifal
financing acthities 51,000 -
CASH FLOWS FROM INVESTING ACTIWITIES
Interest rovonue 8,129 -
Prnclpal payments recaived from note receivable 68,625 -
Net cash provded (used) by Investing activties 76,754 -
Net Incraase (decraass) In cash and
cash equpvalonts 884,322 120,526
Balances ~ beginning of the year 2,591,850 28,043
Balances - end of tha year $ 3,476,182 S 148,569

Reconcitfation of incoma {loss} to net cash
provided {used) by operating activios
Opecrating incams (loss) 5 {785,200} g (81,773
Adjustments to reconcie operating Income t& not
cash provided {used) by operating activiiies:

Depraclation expensa 1,345,505 80,087
Change in assets and Jjablliies:
Recehablos, net {116,350} (58,681}
Pue fromn primary gevemmient to component unit (249,128} 249,128
Imentorfes, net 35,560 772
Prepaids and other assels 6,821 {159}
Aeccunts payable {63,468) " {9.818)
... Intergovammental payabfes S . e -
O DBIBTER [BVRIILIE * e e s 3 A e e s
Other jlabilities (27.535) 24,465
Accnued liabililies 150,594 558
Compensaled 2bsences 36,986 -
Accrued OPEB {lability 48,851 -
Tenart sccurty deposits 764 1,482
Net cash provided {used) by operating activtios S 431,373 $ 206,988

SUPPLEMENTAL INFORMATION
Nor-cash capital and related financing activitios:
Payoff of notes payable for comeyanco of real and personal property 3 1,326,521 S -

The accompanying notes are an integral part of these financiaf stafements.
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANCIAL STATEMENTS
FoRrR YEAR ENDED SEPTEMBER 30, 2011

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Housing Autherity of the City of San Buenaventura (the “Authority”) have
been prepared in conformity with generally accepted accounting principies (GAAP) as applied to
government units. The Governmental Accounting Standards Board (GASB) is the accepted standard-
setting body for establishing governmental accounting and financial reporting principles. The Authority has
previously implemented GASB Statement 34, Basic Financial Slafements — and Management's
Discussion and Analysis -~ for State and Local Govemments. Certain significant changes in the
statements are as follows: The financial statements will include a Management's Discussion and Analysis
{MD&A) section providing an analysis of the Authority's overall financial position and results of operations.

The Authority Is a special-purpose government engaged only in business-type activities and therefore,
presents only the financial statements required for enterprise funds, in accordance with GASB Statement
34, paragraph 138. For these governments, basic financial statements and required supplemental
information consist of:

o Management Discussion and Analysis (MD&A)

o Enterprise fund financial statements consisting of -
* Statement of Net Assefs
* Statement of Revenues, Expenses and Changes in Fund Net Assets
* Statement of Cash Flows

Notes to financial statements

Required supplemental information other than MD& A

The Authority has multiple programs which are accounted for in one enterprise fund, which is presented
as the “primary government” in the basic financial statements. Significant Authority policies are described
below.

A. The Reporting Entity

The Authority was established as a tax-exempt quasi-governmental ently under the United States

Housing-Act-of 1837 forthe purpose.of providing.affordable_housing.to.low-and.moderate_income. families
in Ventura County, California. The governing body of the Authority is composed of a 7 member appointed
Board of Commissioners (the “Board™. The Mayor appoints the Board, who in turn hires the Chief
Executive Cfficer. The Authority is governed by its charter and by-laws, state and local laws and federal
regulations. The Board is responsible for the establishment and adoption of policy. The execution of
such policy is the responsibility of the Authority's management.

For financial reporting purposes, the financial reporting entity consists of (1) the primary government (the
“Authority”), (2} organizations for which the primary government is financially accountable and (3) other
organizations for which the nature and significance of their relationships with the primary government are
_..such that exclusion would cause the primary government's financial statements to be misleading or

*incompleté;~The-Atihorily-is firanicially-accouritable'if t appointsa vofing Tajority"of an organization’s ~

governing bedy and (a) it is able fo impose its will on the crganization or, (b} there is potential for that
organization to provide specific financial benefits to, or impose specific financial burdens on the Authority.
The Authority may ke financially accountable if an organization is fiscally dependent on the Authority.
Based on these criteria; the following entities have been identified as component units of the Autharity.

Tnad Properties
Triad Properties (Triad) is a California nonprofit public benefit corporation which was formed to promote

and develop affordable housing and related services for low to moderate income households in the
County of Ventura, California and be eligible to apply for specific HUD funding as a Community Housing
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Development Corporation (CHDO). Triad is a tax exempt entity under section 501(c)3) of the Internal
Revenue Code (IRC). Triad owns and operates twenty-two low-income housing units in the City of
Ventura,

The relationship between the Authority and Triad is supportive in nature as Triad often carries out its
stated purpose of providing decent, safe and affordable housing by suppeorting the operational goals and
objectives of the Authority. In addition, the Authority's Board also acted as the original governing body for
Triad. In March 2010, Triad's bylaws were amended and the Board appointed a new Board of Directors
who is now substantially different from that of the Authority’s Board. The amended bylaws state that the
Triad Board of Directors will serve four year terms and is now empowered to appoint any new director(s).
Therefore, Triad will be discretely presented in the current year financial statements as its own
“component unif” column with separate “component unit” disclosures in the notes to the financial
statements. All interprogram balances and transactions between the primary government and the
discretely presented component unit will be disclosed in the notes to the financial statements (see Note
12 — Transactions with Discretely Presentod Component Unit). Separately issued financial statements of
Triad Properties may be obtained by contacting Rhen Bass, CPA, Chief Financial Officer, Housing
Authority of the City of San Buenaventura, 995 Riverside Streef, Ventura, CA 93001,

Homecomings, Inc

Homecomings, Inc (Homecomings) is a California nonprofit public benefit corporation which was formed
to promote and develop affordable housing for low to moderate income househelds in the County of
Ventura. It can also form parinerships and currently acts as the general partner in each of the following
tax credit partnerships in which it has a .01% ownership interest.

» Chapel Lane, L.P. — 4% tax credit project with 38-senior units, in operation since September 2005

+ Soho Assaciates, L.P. ~ 9% tax credit project with 12-family units, full occupancy was reached
September 2011

» Encanto Del Mar Apartments, LP. — 8% tax credit project with 37-family units, expected
completion date is Spring of 2012

Homecomings accounts for its ownership interest in these tax credit partnerships using the equity
method.  Separately issued financial statements for the aforementioned tax credit partnerships may be
obtained by contacting Rhen Bass, CPA, Chief Financial Officer, Housing Authority of the City of San
Buenaventura, 995 Riverside Street, Ventura, CA €3001. The Authority both directly and indirectly
controls the operations of Homecomings, and the Authority's Board also acts as the governing body for
the organization. Therefore, Hormecomings wifl be presented as a blended component unit included in
. the balances of the primary government, thus all significant inter-program balances and transactions
~ between Homecomings and the Authority have been eliminated,

- B;"Measurement-Focus; Basis of Accounting-and Financial Statement Presentation =

The Authority's financial statements are accounted for on the flow of economic resources management
focus using the accrual basis of accounting. The accounting objectives are a determination of net
income, financial position, and changes in cash flow.

All assets and liabilities associated with a proprietary fund's activities are included on the Statement of
Net Assets. Proprietary fund net assets are segregated into Invested in Capital Assets, Net of Related
Debt, Restricted Net Assets and Unrestricted Net Assets. Revenues are recoghized when they are
earned and expenses are recognized when incurred. Proprietary funds distinguish operating revenuss
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HoUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

and expenses from non-cperating items. Operating revenues and expenses generally result from
providing services in cennection with a proprietary fund’s principal ongoing operations. The principal
operating revenues of the proprietary funds are rental charges to tenants and operating subsidy grants
from HUD. Operating expenses for proprietary funds include the cost of adminisfrative expenses,
maintenance expenses, and depreciation on capital assels. All revenues and expenses not meeting this
definition are reported as non-operating revenues and expenses. The Authority applies restricted
resources to fund restricted costs and unrestricted resources to fund unrestricted costs. All material inter-
program accounts and transactions of the primary govemment are eliminated in the preparation of the
basic financial statements.

The Authority applies all relevant GASB pronouncements and Accounting Principles Board (APE)
Opinions issued on or before November 30, 1989. The Authority follows all applicable Financial
Accounting Standards Board (FASB}) pronouncements issued after November 30, 1989 for proprietary
activites, unless they conflict with GASB pronouncements,

The Autherity has previously adopted GASB Statement No. 33, Accounting and Financial Reporting for
Nonexchange Transactions. In accordance with this statement, the Authority accounted for all grants that
qualify as non-exchange transactions, recognizing receivables and revenues when alf applicable eligibility
requirements are met. In addition, capital contributions are recorded on the Statement of Revenues,
Expenses and Changes in Fund Net Assets after income before contributions and before changes in net
assets. ) :

Generally accepted accounting principles for state and jocal governments requires that resources be
classified for accounting and reporting purposes info the following three net asset categories:

+«  nvestedin cépftal assels, het of re[atéd debt — Capital assets, net of accumulated depreciation and
outstanding principal balances of debt atiributable fo the acquisition, construction or improvement of
those assets.

»  Restricted — Net assets whose use by the Authorily is subject to externally imposed stipulations that

can be fulfilled by actions of the Authority purstiant to those stipulations or that expire by the passage
of time. Such assets include assets restricted for capital acquisitions, debt service and Housing
Assistance Payment {(HAP} equity mandated by HUD.

»  Unrestricted — Net assets that are not subject to externally imposed stipulations. Unrestricted net
assets may be designated for specific purposes by action of management or the Board or may
otherwise be limited by contractual agreemnents with outside parties.

C. Cash, Cash Equivalents and Investments

«--Cash. and cash equivaients include cash on hand, demand deposits.and. money market accounts.. For . .. .
purposes of the statement of cash fiows, the Authority considers all highly ligid investments available for """

current use with an initial maturity of three months or less to be cash equivalents. Ths carrying amounts
reported on the balance sheet approximate fair values because cof the short maturities of those
investments.

D. Receivables

Receivables include amounts from tenants for rental of housing units, grant receivables due from HUD,
amounts due from the City of San Buenaventura for contract services rendered, and accrued interest and
management fee receivables due from affiliated organizations {see Nofe 13 — Affiliafed Organizations).
All receivables are current and due within one year. Receivables are reported net of an allowance for
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANGIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 1 ~ SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES {Continued)

uncollectible accounts. Allowances are reported when accounts are proven to be uncollectible, At
September 30, 2011, the allowance account is $28,117 based on the Authority's estimates.

E. Restricted Assets and Liabiiities

Debt covenants, HUD regulations, and inter-local agreements restrict the use of certain assets. Restricted
assets are offset by related fiabilities in accordance with their liquidity.

F. Inventories

Inventories are accounted for under the consumption method and recorded at the lower of cost or market,
Materials and supplies are recorded as inventories when purchased and as expenditures when used.

G. Prepaids
Prepaids represent payments made to vendors for services that will benefit beyond September 30, 2011.

H. Capital Assets

Capital assets include property, furniture, equipment and machinery, Capital assets with initial, individual
costs that equal or exceed $5,000 and estimated useful lives of over one year are recorded as capital
assets. Capital assets are recorded at historical cost or estimated historical cost if purchased or
constructed. Donated capital assets are recorded at estimated fair market value at the date of donation.
Major outlays for capital assets and improvements are capitalized as projects are constructed. Interest
incurred during the construction phase of capital assets is included as part of the capitalized value of the
assets constructed. Construction in progress consists of capital improvements funded by modernization
grant programs. Capital assets are depreciated using the straight line method over the following
estimated useful lives:

Assets Years
Buildings & Improvements 7-40
Improvements other than buildings 7-30
Furniture, equipment, and machinery 3-7

. Compensated Absences .

The Autherity's policy aliows each employee to accumulate up to 240 vacation hours and be paid for
them upon separation. The Authority has no maximum accrual for sick leave. If an employee has
completed § years of service, they shall be paid for 20% of accumulated sick leave at their current hourly
rate upon separation. Time accrued peyond that is forfeited unless exception is granted by the Board,

-+ The majority.of employees utilize their annual accrual of vacation and 'sick leave during the'yearaccrued. 7o

The Authority records compensated absences expense in the period earned and uses a systematic
aliocation process to altocate between short-term and long-term fiability classification.

J. Use of Estimates
The preparation of financial statements in conformity with generally accepted accounting principles

fequires management to make estimates and assumptions that affect certain reported amounts and
disclosures, Accordingly, actual results could differ from those estimates.
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANGIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NQTE 2 — CASH DEPOSITS AND INVESTMENTS
Cash and investments may be invested in the following HUD-approved vehicles:

Direct obligations of the federal government backed by the full faith and credit of the United States;
Obligations of government agencies,

Securities of government sponsored agencies;

Demand and savings deposits; and,

Time deposits and repurchase agreements.

*» & ° = @

At September 30, 2011, cash was In bank deposits or money market funds. Al of the Authority's federal
funds were insured or collataralized with securities held by the Authority or by its agent in the Authority’s
name. A portian of the Authority’s non-federat deposits in the amount of approximately $38,000 were not
insured or collateralized at year-end.

Interest Rate Risk — The Authority's format investment policy does not specifically address the exposure
to this risk.

Credit Risk - The Authority’s formal investment policy does not specifically address credit risk. Credit risk
is generally evaluated based on the credit ratings issued by nationally recognized stafistical rating
organizations. ‘

Custodial Credif Risk — The Authority's poalicy is to limit ¢credit risk by adherence fo the list of HUD
permitted investments, which are backed by the full faith and credit of or a guarantee of pringipal and
interest by the U.S. Government,

Concentration of Credit Risk — The Authority’s investment policy does not restrict the amount that the
Autharity may invest in any one isster,

NOTE 3 ~ CAPITAL ASSETS

A. Changes in Capital Assets
Capital asset ackivity for the year ended September 30, 2011 was as follows:

Piimary Government

Beginning
Balance Additions Decreasos Reclassificalions  Ending Balance
Capltal agsels not baing depreciated
Land $ 3,846,705 3 - § {804500) s - 8 3,042,205
Construciion In process 3,445,948 2,225,636 (#,243,063) - 4,425,585
v o Totalcapital assets. not being depreciated - - 7,292,653 0. 02,225,686 2 {22, 568) L L L T ABE, T e,
Capital assels being depreciated
Buildings and improvoments 49,987,459 - - ~ 48,997 459
Equiprmant 1,141,105 1,300 - - 1,142 905
Total capital assels being depreciated 51,138,564 1.800 - - 51,140,364
Less accumulated depreciation for
Buildings and improvomonis (26,566,617) {1,307.468) - - (27,874,085}
Equipment (1,083,378) (38,037} - - (1,091,418)
Total accumulated depreciation (27,819,608) (1,345,505} - - (28,865,501}
Capiial agsets, net $ 30,811,221 $ 351,981 $ {(2,052,568) S - § 28,640,634
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 3 — CAPITAL ASSETS (Continued)

Compenent Unit
Beginning
Balance Addilions Decreasea Reclagsifications  Ending Balanco
Capital assets not being depreciated
Land $ 814029 3§ - & - & - % 814,029
Total cagital assets net being depreciated 814,029 - - - 814,029
Capital assets being depreciated
Buildings and imprevements 2,125,759 - - - 2,125,759
Tatal eapital assets belng depreciated 2,125,758 - - - 2425758
Less accumulated depreciation for
Buildings znd improverments (326,951) {80,087) - - (407, 038)
Total accumulated deprectation (326,957) (43,087 - - {407,038)
Capltel assols, net § 2812837 5 (80,08 5 - $ -~ § 2532750

B. Net Capital Assets

The following is a summary of net capital assets as shown on the statement of nef assets:

Primary Component
Government Linit
Land 3 3042200 5 814,029
Censtruction in progress 4,423,586 -
Buildings and improvermnents 49,997,459 2,125,758
Equipment 1,142,305 -
58,608,133 2,939,788
Less: accumulated depreciation (28,965,501} (407,038}
Capital-assets;-net §—29;640,634—§—2-532-750

C. Capital Contributions

The Authority receives capital grants from HUD. The Authority recognized $1,745,223 in capital
contributions for the fiscal year ended Septemnber 30, 2011.

B. Construction Commitments

AL September 30, 2014, the Authority_had  two_uncompleted construstion._contracts.... The.. remaining ...

commitment on these contracts was approximately $170,000,

E. Capitalized Interest

During the year ended September 30, 2011, the Authority capitalized approximately $11,000 of interest
incurred on debt used to finance development projects.
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 4 — NOTES RECEIVABLE
Notes receivable consists of the following at September 30, 2011:

Frimary Government:

Note receivable due from component unif, bearing no
interest, annual payments are based on residual receipts of
the project as defined in the loan agreement. No payment is
expected to be collected within the next twelve months. § 2,383,141

Dewelopment note receivable due from Soho Associates,
L.P., bearing simple interest at 4.47% per annum, the loan
agreement calls for two speclal prepayment provisjons to
occur at specified dates on or before October 2012, post
construction annual payments are based on residual receipts
of the project as defined in the loan agreement. No payment
is expected to be collected within the next twelve months. 1,314,073

Seller note receivable due from Soho Associates, L.P.,
bearing no interest, post contruction annual payments are
based on residual receipts of the project as defined in the
loan agreement. No payment is expected to be collected
within the next twelve months. 672,651

Total Notes Receivable $ 4,359,865

NOTE 5 - NOTES PAYABLE
Notes payable consists of the following at September 30, 2011:

Frimary Government:

Housing Enabled by Local Partnership (HELP) foan from the
California Housing Finance Agency, accruing simple interest
at 3.5% per annum, payment s deferred until maturity in
October 2017. $ 800,000

Recoverable grant payable to the Ventura County
Cammunity Foundation, bearing no interest, payment is

-+ deferred.until the repayment date inJuly 2012, ... 02,000 i

902,000
Less current portion (102,000)

Noncurrent portion ] 800,000
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NOTES TO FINANCIAL STATEMENTS
For YEAR ENDED SEPTEMBER 30, 2011

NOTE 5 ~ NOTES PAYABLE (Continued)

Component Unit:

Note payable to local municipality, hearing no interest, due
and payable upon the sale of cerfain real property located in
Ventura, California. % 184,000

Note payable o local financial institution, variable interest
rate based on 10-year swap rate plus 2.75%, 6.25% at
September 30, 2011, secured by cerain real property
located in Ventura, California, maturing September 2039, 226,558

Note payable to the primary government, bearing no interest,
secured by ceriain real properly located in the Ventura,
California, annual payments based on residual receipts of the
project as defined in the foan agreement, maturing October

2057, 2,383,141
2,793,699

Less current portion (3,282)
Noncurrent portion $ 2,790,417

The anticipated aggregated maturities of these notes payable for the years subsequent fo September 30,
2011 are as follows:

Primary Government Component Unit
Principal Interast Total Principal Interest Total

2012 $ 102000 $ 28000 § 130,000 $ 3,282 § 14067 § 17,349
2013 800,000 28,000 828,000 3,493 13,856 17,249
2014 37T 13,631
2015 - - - 3,956 13,392 17,348
2016 - - “ 4,211 13,138 17,349
2017-2021 - - - 25,483 61,260 86,743
2022-2026 - - - 34,804 51,940 86,744
20272031 - - - 47,533 39,211 86,744
2032-2036 - - - 64,916 21,827 86,743
2037 and thereafter - - - 2,602,304 2,533 2,604,837

Totat ¥ 902,000 § 56,000 $ 958,000 $2,793,699 3244855 $3,038,554
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
NOTES TO FINANGIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 6 - NONCURRENT LIABILITIES
Noncurrent Liabilities at September 30, 2011 consisted of the following:

Primary Government

Beginning Ending Due Within

Balance Additions Reductions Balance One Year
Accr. Compensated Absences & 223838 §$ 118,140 $ 81,152 3 255807 & 26,083
Notes Payable 1,776,425 494,466 1,368,891 902,000 102,000
Accr. OPEB Liability* 97,812 62,091 13,200 146,703 -
Family Self-Sufficiency Escrow Liabilities* 101,260 22,884 50,420 79,443 .-
Total Noncurrent Liabilitios 8 2.{200,035 $ 697,581 $1,513,663 $1,383,953 § 128,083

Component Unit

Beginning Ending Dise Within

Balance Additions Reductions Balance Qne Year
Notes Payahble $2,8685372 % - & Y1673 82793698 § 3,282
Nongcurrent liabilities - other - 5,018 - 5,018 -
Total Nencurrent Ligbilitios $2,885372 § 5019 3% 71673 $2,7987i8 & 3,282

* Amounts reported as Noncurrent liabliilies - other on the Statement of Net Assels

NOTE 7 - PENSION PLANS
CalPERS Defined Benefit Plan

Plan Description: The Authority is a part of the Miscellansous 2.7% at 55 Risk Pool, a cost-sharing
multiple-employer defined benefit plan. The Authority's Plan is labeled the Miscellaneous Plan of the San
Buenaventura (Venfura) City Housing Authority. This defined benefit plan provides retirement benefits to

plan members and beneficiaries. The Plan is affiliated with the California Public Employees’ Retirement

.. CalPERS retirement plan, This amendment added a second t

System (CalPERS], an agent iilltiple-employer public employee Gefined benefif pension plan.

The System assigns the authority to establish and amend the benefit provisions of the plans that
participate in CalPERS fo the respective employer entities; for the Miscellaneous Plan of the San
Buenaventura (Ventura) Cily Housing Authority, that authority rests with the Authority's Board. The
System Issues a publicly available financial report that includes financial statements and required
supplementary information for CalPERS. That report may be obtained by writing California Public
Employees’ Retirement System P.O. Box 1494, Sacramento, CA 95812 or by calling 1-888-225-7377.

Funding Policy: On January 23, 2008, the Authority's Board approved an amendment to the Autharity's

Plan after Aprii 5, 2008. Plan members hired prior to April 5, 2008 are required to contribute to the plan at
8% of salary. Second tier plan members hired after April 5, 2008 are required to contribute to the plan at
7% of salary. Employee contributions for the fiscal year ended September 30, 2011 amounied to
approximately $277,000. The Authority is required to contribute at an actuarially determined rate for both
the first tier and second fier; the rates effective for the fiscal year ended September 30, 2011 are 16.222%
and 7.733% respectively, of annual covered payroll. The contribution requirements of plan members and
the Autherity are established using the actuarial basis recommended by CalPERS actuaries and actuarial
consultants and adopted by the CalPERS Board of Administration, and may be amended by the
Authority's Board. Employer contributions to the plan for the years ended September 30, 2008, 2010, &
2011 were $392,063, $407,548 and $404,601, respectively, equal to the required contributions for each
year.
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NOTES TC FINANCIAL STATEMENTS
FOR YEAR ENDED SEPTEMBER 30, 2011

NOTE 7 — PENSION PLANS (Continued)
CalPERS/ING Deferred Compsnsation 457(b) Benefit Plan

The Authority has a Deferred Compensation 457(b) benefit plan with ING, Inc. for its employees which
are administered by CalPERS. The plan was adopted by the Board of Commissioners on June 15, 1977.
This plan has since been converted to the CalPERS/ING Deferred Compensation plan on July 31, 2008.
Only the Board has the authority to approve any amendments to the plan. In a deferred compensation
pian, benefits depend solely on amounts contributed to the plan by the individual employee. Employees
are eligible for the plan after six months of service and are not required to participate in the plan. The
Authority does not contribute to this plan. During the past year, the total contributions made by the
Authority’s employees to the plan were approximately $80,000. Employees, through salary deductions,
can confribute up to the IRC 402(g) limit, which has been determined to be $16,500 for 2011,

NOTE 8 — OTHER POSTEMPLOYMENT BENEFITS (OPEB)

Filan Descriplion

The Authority single-employer defined benefit healthcare plan that provides medical insurance benefits to
eligible retirees. Employees who meet all of the following requirements are eligible to continue health
insurance coverage of which the Authority will contribute up to $22G per month to offset the cost of the
monthly premiums:

Must have at least 20 years of service with the Authority and
Must retire in good standing, and

» Must be at least 60 years of age, employees hired prior to April 8, 2008 may retire earlier
than age 60,

Funding Policy

The funding policy of postemployment benefits is established and may be amended by the Board. The
Authority has chosen to fund the postemployment benefits on a pay as you go basis.

Annual QPEB-Cost.and-Nel ORPEB-Qbfigation

The Authority's annual OPEB cost (expense} is caiculated based on the annual required contribution of
the employer (ARC), an amount actuarially determined in accordance with the parameters of GASB
Statement 45. The ARC represents a level of funding that, if paid on an ongoing basis, is projected to
cover normal cost each year and amortize any unfunded actuarial liabilities (or funding excess) over a
period not to exceed thity years. The following table shows the components of the Authority’s annual
OPEB cost for the year, the amount actually contributed to the plan, and changes in the Authority's net
OPEB obligation. ' '

Annual reguired contribution , $ 62463
.....perestonnet OPEB obligation . . 4891
A RIARAT USRS i e

Annual OPEB cost $ 62,091

Corntributions made {13,200)
Change in net OPEB obligation 48,891

Net OPEB obligation - beginning of year 97,812

Net OPEB obligation - end of year 246,793

Annual OPEB Cost FYE 2011 $ 62,091

Percentage of Annuzl OPEB cost contributed 21%

Net OPEB Obligation at FYE 2011 $146,703
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NOTE 8 ~ OTHER POSTEMPLOYMENT BENEFITS (OPEB} {Continued)

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan and the
net OPEB obligation for FY 2011 and the preceding year were as follows:

Percentage of

Fiscal Year Annual OPER  Annuzl OPERB Cost Net OPEB
Ended Cost Contributed Obligation
2009 $ 62,463 22% § 48,921
2010 % 62,091 21% $ 97,812
2011 % 62,091 21% % 146,703

Funded Status and Funding Progress .

As of April 1, 2010, the most recent actuarial valuation date, the plan was not junded. The actuarial
accrued Hability for benefits was $558,992, and the actuarial value of assets was $0, resulting in an
unfunded actuarial accrued Hability (UAAL) of $568,992. The covered payroll was $3,248,111, and the
ratio of the UAAL to the covered payroll was 18%.

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the healthcare cost trend. Amounts determined
regarding the funded status of the plan and the annual required contsibutions of the employer are subject
to continual revision as actual results are compared with past expectations and new estimates are made
about the future.

The following schedule of funding progress presents multiyear trend information about whether the
actuarial value of plan assets is increasing or decreasing over time relative to the actuarial accrued
liabilities for henefits:

Actuarial Accrued UAALasa %
Actuarial Actuarial Liability (AAL) Unfunded of
Valuation Valugof Projected Unit AAL Funded Coversd Covered
Date Assets Credit (UAAL) Ratio Payrol Payreit
- {a} o . (b-a} (afb} (e} {{b-a)fe)
411/2010 30 $ 568,992 $ 568,992 0% 53,248,111 13%

Actuarial Methods and Assumpfions
Projections of benefits are based on the substantive plan {the plan as understood by the employer and

plan members) and include the types of benefits in force at the valuation date and the pattern of sharing
benefit costs between the Authority and the plan members to that point. Actuarial caleutations reflect
long-term perspeciive and empioy methods and assumplions thal are designed to reduce shori-term

- volatility -In--actuarial -accrued liabifities ‘and the .actuarial ‘value sof -assets, - Significant-methods -and -

assumptions were as follows:

Actuarial valuation date 4/1/2010
Actuarial cost method Entry Age Normal
Amortization method Level doitar
Remaining amortization period 30 years

Asset valuation method N/A
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NOTE 8 - OTHER POSTEMPLOYMENT BENEFITS (OPEB) (Continued)

Actuarial assumptions;

Investment rate of return* 5.0%
Projected salary increases* 3.0%
Medical cost trend rate 4.0%
Year of ultimate trend rate 2009

*ncludes an inflation assumpiion of 3.0%.

NOTE & —~ OPERATING LEASES

The Authority leases office space for its Housing Choice Voucher program from Chapel Lane, LP. The
lease is for a period of 30 years, commencing December 1, 2005, with two subsequent 20 year renewal
options and requires annual lease payments of $83,000. The required future minimum lease payments
for the years ending September 30 are as follows: :

2012 : $ 83,000
2013 83,000
2014 83,000
2015 : 83,000
2016 83,000
2017-2021 415,000
2022-2026 415,000
2027-2031 415,000
2032-2034 228.251

Total $.1.888,.251

NOTE 10 ~ RISK MANAGEMENT

.-.7isK, is consistent with prior year. . . .. ... .

The Authority is exposed to various risks of loss related to torts; theft of, damage to and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Authority has mitigated
this risk by obtaining insurance coverage from commercial insurance companies. Premiums paid for
insurance coverage are recorded as expenses of the funds affected. The various insurance policies are
subject to deductible amounts and maximum coverages. If the deductibles and maximums are exceeded,
this could cause the Authority to suffer losses if a loss is incurred from any such incidents. The ultimate
outcome of uninsured losses cannot presently be determined, and no provision for any liability that may
result, if any, has been made in the financial statements. During the current year and the prior three
years, settied claims have not exceeded coverage levels, and insurance coverage, by major categories of

NOTE 11 - CONCENTRATION OF RISK

The Authority recéives most of its funding from HUD. These funds and grants are subject to modification
by HUD depending on availability of funding.
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NOTE 12 - TRANSACTIONS WITH DISCRETELY PRESENTED COMPONENT LINIT

The Authority acts as the managing agent for housing units owned by Triad. All receipls and
disbursements of the entity are administered by the Authority. The Authority charges Triad certain agreed
upon fees for time and services rendered by the Authority while managing Triad's operation. The
Authority also charges Triad rent for office space used. Total rent and fees charged to Triad by the
Authority for the fiscal year ended September 30, 2011 amounted to approximately $90,500. During the
year, Triad received approximately $25,000 from the Authorily for the adminisiration of one of the
Authority’s non-federal business activities. Triad also receives Housing Assistance Payments (HAP) from
the Authority’s Housing Choice Voucher program. During the year ended September 30, 2011, Triad
received approximately $203,000 in HAP from the Authority.

In addition, Triad makes certain advances to the Authorily to assist with the development of the
Authority's affordable housing projects. During the year, Triad forgave approximately $80,000 of such
advances made in a prior year that were no longer deemed to be collectible from the related project, At
fiscal year ended September 30, 2011, Triad had a balance due from the Authority in the amount of
approximately $37,000. Triad also holds a note payable to the Authoerity in the amount of $2,383,141
{(see Note 5— Notes Payable).

NOTE 13 — AFFILIATED ORGANIZATIONS

The affiliations mentioned below do nof meet the criteria under GASB 14, as amended by GASB 39, for
the inclusion in the reporting entity of the Authority.

Chapel Lane, L.P. {Chapel Lane}

The Authority provides services to Chapel Lane, |L.P., a California Limited Partnership who owns and
operates a 38-unit senior housing complex. The Authority has an agreement with Chapel Lane to provide
management and accounting services for an annual fee and the Authority's component unit,
Homecomings, is the general partner with a .01% ownership interest. In addition, the Authority makes
certain advances for operating expenses incurred by Chapel Lane, For the fiscal year ended September
30,2011, the Authority recegnized approximately $42,000 in property management fees which is included

in other revenues on the face of the statement of revenues, expenses and changes in fund net assets.
As of September 30, 2011, Chapel Lane owss the Authority approximately $97,500 in accrued
partnership management fees, This receivable is included in accounts receivable - miscellaneous on the
face of the balance sheet,

Other transactions between the Authority and Chapel Lane include the Authority leasing office space from
Chapel Lane. The Authority leases this ofﬂce space for their Housing Choice Voucher program operations
(ses Note 9 - Operaling Leases).

Soho Associafes, L.P. {Soho}

=i The -Authdrity-1s the “déveloper and management agent-for-Soho Associates,-L;P.;-a:California Limited

Partnership formed for the purpose of developing, operating and managing a rental housmg project. The
project consists of a 12-unit residential rental property consisting of multifamily affordable housing located
in Ventura, California. Homecomings, Inc. — a blended component unit of the Authority — is the scle
member of Socho Housing, LLC who is the general partner with a .01% ownership interest in the Emited
partnership. The project was completed and full occupancy was reached in September 2011, The
property management agreement provides for an annual fee not to exceed 3.5% of gross rental receipts.
No management fee was earned in the current year. At September 30, 2011, Scho owes the Authority
$1,986,724 in the form of two notes payable and accrued interest in the amount of $48,950 (see Note 4 —
Notes Receivable).
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NOTE 13 ~ AFFILIATED ORGANIZATIONS {Continued)

Encanfo Del Mar Apartments, L .P. {Encanfo)

The Authority is also the developer and management agent for Encanto Del Mar Apartments, L.P., a
California Limited Parinership formed for the purpose of developing, operating and managing a rental
housing project. The project consists of a 37-unit 9% tax credit, affordable housing development located
in Ventura, California. Homecomings, Inc — a blended component unit of the Authority — is the sole
member of Encanto Del Mar Apartments, LLC who is the general partner with a .01% ownership interest
in the limited partnership. The project is currently in the construction phase and is expected tc be
completed in spring 2012. During the year, the Authority received approximately $274,500 in developer
fees which is included in other revenues on the face of the statement of revenues, expenses, and
changes in fund net assets. The property management agreement provides for an annual fee not to
exceed 6.5% of gross potential rents. No management fee was earned in the current year. The Authority
also has certain compliance monitoring responsibilities as it relates to this development (see Nofe 74(C) —
Cormmitments and Conlingencies).

NOTE 14 - COMMITMENTS AND CONTINGENCIES
A, Grants

Amounts received or receivable from HUD are subject to audit and adjustment by grantor agencies. If
expenses are disallowed as a result of these audits, the claims for reimbursement to the grantor agency
would become a liability of the Authority. In the opinion of management, any such adjustments would not
be significant,

B. Litigation
The Authority is a defendant in various lawsuits and has been notified of various claims against it arising

from matters relating to its normal operation. The Authority infends fo vigorously defend itself in aff
litigation. The Authority’s potential liability in these matters, if any, cannot yet be reasonably determined.

C. 'NSP-R'Program Loan Guarantee

In connection with the development of the Encanto Del Mar Apartments affordable housing project,
permanent financing was obtained from various sources, including a $9.4 million Neighborhood
Stabilization Program (NSP-R) loan from the Department of Housing and Community Development of the
State of California (the “Department”) and an NSP 1 grant award from the County of Ventura in the
amount of $443,636. The loan is the obligation of the Encanto Del Mar Apartments, L.P. (the “Borrower™.
However, the Authority is listed as the sponsor organization ~ as defined in the loan agreements — and
has ultimate responsibility to ensure compliance with the terms and conditions of the program for the life
of the loan. As the sponsoring organization, the Authorily is subject to the same iiabiiity as the Borrower if

..-._:-_it..fai[s.;to..ensure,.:compliance;..‘l’he.outstanding loan-balance -and related transactions-are-included-in the - - wonr

financial statements of the Borrower.

NOTE 15~ RESTRICTED NET ASSETS

Restricted Net Assets consists of excess Housing Assistance Payment (HAP) funds available to the
Authority under the Section 8 Housing Choice Vouchers program. These funds are to be used only for
HAP expenditures for the program. These funds are also known as Restricted Net Assets since there is
no offsefting liability. Total restricted net assets reiated to this excess were $984,638 as of the end of the
fiscal year.
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NOTE 16 —~ SPECIAL ITEMS

Special ltems reflects the contribution of equity in land and predevelopment costs — of the Encanto
affordable housing project incurred by the Authority prior to construction close — to the limited partnership.
A portion of the originat Encanto land acquisition was financed by the NSP 1 Grant awarded to the project
by the County of Ventura. The resulting interest in the property was fransferred to Encanto Del Mar
Apartments, L.P., the owner and operator of the project, in December 2010. Special ltems also includes
the write-off of certain predevelopment costs, including application fees and costs, Incurred as the
Authority was researching and assessing potential financing mechanisms for the Soho affordable housing
project early in the pre-development stage of the project. These costs were not ultimately conveyed to
the project as basis and have no futtre value to the Authority.

NOTE 17 — INTERPROGRAM BALANCES

Interprogram balances at September 30, 2011 consisted of the foliowing:

Interprogram Interprogram
Due From Due To
Low Rent Public Housing 8 14,583 3 -
Business Activities 93,244 (93,244}
Capital Fund Stimuius {Farmula} - {6,601)
Capital Fund Stimulus (Competitive} - {7,982)
Total 3 107,827 $ (107,827)

These interprogram balances exist because in the normal course of operations, certain programs may
pay for common costs or advance funds to meet the operational needs of other programs which create
interprogram receivables or payables. These balances are expected to be repaid within one year from
the batance sheet date. In addition, these interprogram balances have been eliminated in the preparation
of the basic financial statements,

NOTE 18 ~ SUBSEQUENT EVENTS

Events that occur after the bafance sheet date but before the financial statements were available to be
issued must be evaluated for recognition or disclosure. The effects of subsequent events that provide
evidence about the conditions that existed at the balance sheet date are recognized in the accompanying
financial statements. Subsequent events which provide evidence about conditions that existed after the
balance sheet date require disclosure in the accompanying notes. Management evaluated the activity of
the Authority through June 04, 2012 (the date the financial staternents were avallable to be issued) and

concluded that no subseguent svents have occurred that would require recognition in the financial

- statermnents or. disclosure in the notes fo the financial-statements. (.o o o o e
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SUMMARY SCHEDULE OF PRIOR YEAR FINDINGS

FOR YEAR ENDED SEPTEMBER 30, 2011

10-01  Financial Reporting

Condition and Criteria:

Cause:

Effect:

During the audit, we identified certain deficiencies in the Authority's
internal controls over financial reporting that we determined to be
material weaknesses as defined in Sfafement on Auditing Standards
{SAS) 115.

A controf deficiency exists when the design or operation of a control
does not allow management or employees, in the normal course of
performing their assigned functions, to prevent or detect and correct
misstatemenis of the financial statements on a timely basis. A
material weakness is a deficiency, or combination of deficiencies, in
intermal control, such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be
prevented, or detected and corrected on a {imely basis.

During the period under audit, the Authority’s internal controls over
recording, processing and monitoring financial transactions were
insufficient to ensure the completeness and accuracy of the general
ledger accounting system.

The accuracy and completeness of the Authority's financial reporting
relies heavily on significant manual procedures during the month-end
and year-end close aut process. As such, we determined it is at laast
a reasonable possibility that a material misstatement of the Authority's
financial statements will not be prevented, or datected and corrected
on a timely basis.

Given the volume and relative complexity of the Authority’s financial
transactions, such a refiance on manual processes and procedures
creates an inefficient and potentially ineffective internal control

Audifer's Recommendation;

structure over tie fimancial Teporting provess;

We recommend the Authority review the infernal controls over
financial reporting to ensure the general ledger accounting system
completely, accurately and timely captures alt the financial
transactions of the Authority. Specifically, the Authority should
enhance the lines of communication between operating personnel,
especially the Affordable Housing Development Department, and the
finance depariment. In addition, the Authority should expand the

. menth-end ..close ...oul. ..processes .-and...procedures...to: ensure

consistency across all programs, projects and managed entities. The
month-end procedures should also include a balance sheet review
process and analysis.
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Grantes Response:

Current Year Stafus:

Management concur that certain control deficiencies exist. Moreover,
management had previously identified and initiated specific corrective
actions pertaining to cestain control deficiencies noted in audit finding
10-01 Financial Reporling prior to the audif.  Accordingly,
management is in the process of implementing additional accounting
process activities and controls, including significant accounting
software changes to effectively mitigate all reported deficiencies in
audit finding 10-01 Financial Reporting. While the auditors reported
certain control deficiencies, it should be noted that all Housing
Authority funds and assets were appropriately safeguarded and
significant financial transactions were properly accounted for and
recorded.

The Authority’s management has effectively implemented the
necessary changes to remediate the control deficiency.

35




HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR YEAR ENDED SEPTEMBER 30, 2011

Primary
Federal Pass-Thriugh Government
CFDA Entily identitying Federal
Eederal Grantor/Program Titte Number MNurnber Expanditures
U.8. Department of Housing and Urban Development Direct Programs:
Sheller Plus Care 14238 ) 115,370
Low Rent Public Houslng Program 14.850 1,180,541
Resident Opportunity and Supporiive Services 14,870 95,285
Heusing Chotee Vouchers 14.871 15,595,163

Capital Fund Program Cluster;

Public Houslng Capital Fund Program 14.872 1,401,803
Public Housing Capital Fund Program Stimulus (Competitive) 14,884 1,212,854
Publfie Housing Capital Fund Program Stimulus (Formula) 14,885 62,102

Total Capital Fund Program Cluster 2,676,759
Total U.S. Department of Hauslng and Urban Davelapment Direct Programs 19,663,118

1.8, Depariment of Housing and Urban Development Pass-Threugh Programs From:
Department of Houslng and Community Development of the State of California -

NSP-R Program Loan - CDBG Funds 14.228 09-NSP-R-6555 3,861,839
Depariment of HousIng and Community Davelopment of the State of California -
County of Ventura - NSP 1 Grant Program - CDBG Funds 14228  NSP{-DA-HACSB 443,628
Totat 118, Depactment of Housing and Urban Development Pass-Through Programs 4,305,475
Total U.S. Depariment of Houslng and Urban Development § 23,958,583

The accompanying notes are an Integral parf of these financlal statements.

Note A — Basis of Presentation

The accompanying schedule of expenditures of federal awards Includes the federal grant activity of the Housing
Authority of the Gity of San Buenavertura and is presented on the accrual basis of accounting. The information in
this schedule is presented in accordance with the requirements of OMB Circular A-133, Audits of States, Local

Governments, and Non-FProfif Organizafions., Therefore, some amounts presented In this scheduie may differ from
amounts presented in, or used in the preparation of, the basic financial statements.

Mote B ~ NSP-R Program Loan

The Authority is the sponsor organization — as defined in the NSP-R Loan Agresments {the “Agreements’) between
the Department of Housing and Community Development of the State of California (the "Department”) and Encanto
Del Mar Apartments, L.P. (the “Borrower”) — and has ultmate responsibility to ensure compliance with the terms and
conditions of the Agreernents for the life of the loan. As the sponsoring organization, the Authority is subject to the
same dability as the Borrower if it fails to ensure compliance. The outstanding lean balance and related transactions

are included in the financial statements of the Borrower.

: NoteC-Subremp]ents

Of the federal expenditures presented in the scheduls, the AlUthority provided federal awards {o subrecipients as
follows:

Armounts Provided

GFDA Number Program Name lo Subreciplents
Department of Housing and Community Development of the State of
14,228 California - NSP-R Program Loan $ 3,861,839
Dapartmant of Housing and Community Development of the State of
14.228 California - County of Ventura - NSP 1 Grant Program $ 443 636
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR YEAR ENDED SEPTEMBER 30, 2011

Type of auditor's report issued: Ungualifisd

Internat control over financial reporting:
Are any material weaknesses identified? Yes x No

Are any significant deficiencies identified not

considered to be material weaknesses? Yes X None Reported
ts any noncompliance material to financiat statements noted? X Yes No
Federal Awards

Type of auditor's report issued on compliance for
major programs: Ungualified

Internal control over major programs:
Are any matesial weaknesses identified? Yes X No

Are any significant deficiencies identified not
considered to be material weaknesses? Yes x  None Reported

Are any audit findings disclosed that are required to be
reported in accordance with OMB Gircular A-133,
Section 510(a)? Yes X No

Identification of major programs:
U.S. Department of Housing and Urban Development
CFDA #14.871 -~ Housing Choice Vouchars Program
CFDA #14.228 - NSP-R Program Loan

CFDA #14.228 - NSP 1 Grant Program

Capital Fund Program Cluster
CFDA #14.872 - Public Housing Capital Fund Program
CFDA #14.885 - Public Housing Capital Fund Program Stimulus (Formula)
CFDA #14.884 - Public Housing Capital Fund Program Stimulus (Competitive)

Dollar threshold used to distinguish between Type A

and Type B programs: $719.058

. s the audites qu.ais'ﬁ_ed as low-risk audites? Yes X No

Fe D e e[ e ; O VPO OOS

Section Il - Financial Statement Findings
See pages 38 & 39

Section 1l - Federal Award Findings and Questioned Costs
Nonge
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

FOR YEAR ENDED SEPTEMBER 30, 2011

11-01 Cost Reasonableness ~ Overhead Allocation

Condition and Criteria:

Cause:

Effect:

In fiscal year 2008, the Authority adopted a new financial
management and reporiing model under the new Operating Fund
finale rule. The Autharity chose to convert to an Allocated Overhead
reporting model (without a COCC} under Asset Management,
cormmonly referred to as Section 226, Under this reporting model, the
Authority does nof establish a Central Office Cost Center (COCC) and
must aggregate fee expenses (overhead costs) into expense cost
pools to be allocated out to the projects and other programs based on
some reasonable allocation method in accordance with OMB Circular
A-87.

HUD guidelines state that all public housing authorities reporting
under asset management must comply with Cost Reasonableness by
2011. For PHAs reporting using the allocated overthead method,
allocated overhead expense is considered reasonable if it does not
exceed the fee standards set by HUD in Sections 7.4,7.5,and 7.6 in
the Supplement to HUD} Handbook 7475.1 (24 CFR Section
990.280(b)(4)).

The overhead allocation plan/method implemented by the Authority
does not ensure fee expenses {overhead costs) are zllocated to all
projects and programs relative to the benefits received. Currently,
only the HCV and Low Rent programs are being charged an
overhead allocation. In addition, the Authority did not fully embrace
the concept of cost pools and cost objectives under the Section 226
modet compared to a model which includes a full functioning COCC.

During._our_audit,_we_noted_the_Authority_did_not comply_with_Cost

Auditor's Recommandation:

Reasonableness and was allocating overhead to its federal programs,
specifically the Housing Choice Vaucher Program and the Low Rent
Public Housing Program that exceeded the Safe Harbor fee
standards set by HUD.

We recommend the Authority continue to evaluate current staffing
tevels and pursue other cost cutting measures. In addition, the
Authority should review the overhead allocation plan to ensure it is

" “prepared in accordance with - OMB ‘Gircular A-87 “and results in~an =

equitable allocation of costs to all programs/projects in proportion to
the relative derived benefits.
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HOUSING AUTHORITY OF THE CITY OF SAN BUENAVENTURA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR YEAR ENDED SEPTEMBER 30, 2011

Grantee Response;

The Housing Authority appreciates the explanation and fime the auditors took in detailing the salient
components of this finding, as this was not clearly detailed in previous audits.

The Housing Authority immediately began identifying all overhead and its allocations to the various public
housing business compenents, e.g., AMPs and Section 8, The Housing Authority is in the process of
reviewing staffing levels, employee compensation and AMP configuraticns to ensure that as we move
forward we have fairly applied overhead costs and that they can be justified. The analyses and
recommendations are underway,

Through this process the Housing Authority is looking to move from the Section 226 method of overhead
allocation to the fee-for-service model. Staff is in the process of reviewing and realigning current cost
classifications to ensure all front line costs are properly identified and evaluating the overhead allocation
plan to make certain fee expenses (overhead costs) are properly and equitably aflocated in proportion to
the services received and within HUD's Safe Harbor standards.

To that end, the Housing Authority engaged the services of Nan McKay fo provide fechnical assistance
on this matter fo ensure that we are properly identifying and establishing our cost allocation schedules.

The identification and classification of costs is in progress and accordingly, the Housing Authority is in the

process of developing the timeline to hring the overhead costs into alignment while simultaneously
reviewing impacts and feasibility, '

The timeline that the Housing Authority has developed for completion Is as foliows:

Task Completed Completion Date
Engage Technical Assistance to | Completed-Nan McKay was
provide guidance in reviewing engaged and engagement
current cost allocation method concluded with report - May 18,
and provide recommendations. 2012
Review recommendations and No In process and review with
begin drafting feasibility plan Adhoc Personnel committed on
June 25, 2012 scheduled

Review Budget impacts and No Finance Committee meeting to
recommendations to Finance be scheduled July 2012
Committee
Recommendations and impacts | No July/August 2012
referred to Board
Board adoption of 2012/13 No NLT than September 2012

. budg‘g B S PP OPL Lt B S S AN M TR IR
Implementation Qctober 1, 2012

This timeline does not preclude staff from taking action on certain personnel issues and functions prior to
October 2012, This timeline is provided for context and to give the Board the progression of activities as
defined by staff.

Estimated Date of Finding Resolufion: September 30, 2012
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HOUSING AUTHORITY OF THE CiTY OF SAN BUENAVENTURA
STATEMENT AND CERTIFICATION OF ACTUAL MODERNIZATION COSTS
FOR YEAR ENDED SEPTEMBER 30, 2011

CA16-P035-501-08

Funds Approved 3 1,284,116
Funds Expended $ 1,284,116
Excess of Funds Approved % -
Funds Advanced {HUD Grants) $ 1,284,116
Funds Expended 3 1,284,118
Excess of Funds Advanced $ -

1. The distribution of costs by project as shown on the Final Staterment of Modernization Cost all
dated January 24, 2011, accompanying the Actual Modernization Cost Certificate submitied to HUD
for approval is in agreement with the Authority's records.

2, All Modernization costs have been paid and all related liabilities have been discharged through
payment.
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i, LLC

CERTIFRIED PUBLIC ACCOUNTANTS

265 RIVERCHASE PARKWAY EAsT, Sure 100 BIRMINGHAM, ALabama 35244
PHoNE: (205) 982-0992 Fax: (205) 9820997

To the Board of Commissioners
Housing Authority of the City of San Buenaventura

Independent Accountant's Report on Applying Agreed-Upon Procedure

We have performed the procedure described in the second paragraph, which was agreed to by the
Housing Authority of the City of San Busnaventura (the “Authority”) and the U.S. Department of Housing
and Urban Development, Real Estate Assessment Center (REAC), solely to assist them in determining
whether the electronic submission of cerfain information agrees with related hard copy documents. The
Authority is responsible for the accuracy and completeness of the electronic submission. This agreed
upon procedures engagement was conducted in accordance with attestation standards established by the
American [nstitute of Certified Public Accountants. The sufficiency of the procedure is solely the
responsibilily of those parties specified in this report. Consequently, we make no representation
regarding the sufficiency of the procedure described befow either for the purpose for which this report has
been requested or for any other purpose.

We compared the electronic submission of the items listed in the “UFRS Rule Information® column with
the corresponding printed documents listed in the “Hard Copy Documents® column. The results of the
performance of our agreed-upon procedure indicate agreement or non-agreement of electronically
submitted information and hard copy documents as shown in the chart below.

We were engaged to perform an audit in accordance with OMB Circular A-133, Audits of Stafes, Local
Governments, and Non-Profit Organizations, for the Authority as of and for the year ended September 30,
2011, and have issued our reports thereon dated June 04, 2012. The information in the "Hard Copy
Documents” column was included within the scope, or was a by-product, of that audit. Further, our
opinion on the fair presentation of the Authority’s Financial Data Schedule (FDS) dated June 04, 2012,
was expressed in relation to the basic financial statements of the Authority taken as a whole.

- —————f-copy-of-the-reporting-package-required-by- OMB- Circular-A=133;-which-includes-the-auditor's-reports;-is

available in its entirety from the Authority. We have not performed any additional auditing procedures
since the date of the aforementioned audit reports. Further, we take no responsibility for the security of
the information transmitted electronically to the U.S. Depariment of Housing and Urban Development,
REAC,

This report is intended solely for the information and use of the Authority and the U.S. Department of
Housing and Urban Development, REAC, and is not intended to be and should not be used by anyone
other than these specified parties.
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Procedure UFRS Rule Information Hard Copy Documents Agrees
1 Batance Sheet and Financial Data X
Revenue And Expense Schedule, all CFDAs
2 Footnotes Footnotes to audifed X
basic financial statements
3 Type of opinion on FOS Auditor's supplemental X
Report on FDS
4 Audit findings narrative Schedule of Findings and X
Questioned Costs
5 General Information COMB Data Collection Form X
6 Financial Statement Schedule of Findings and X
Report information Questioned Costs, Part 1
and OMB Data Collection Form
7 Federal program report Schedule of Findings and X
Information Questioned Costs, Part 1
and OMB Data Collection Form
8 Federal agencies required OMB Data Collection Form X
to receive reporting package
g Basic financial statements Basic financial statements X

and auditor's reports
required to be submitted
electronically

{inclusive of auditor reports)

Moot YaPde

Henderson & Hill, LLC
June 04, 2012
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