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HOUSING AUTHORITY OF FRESNO COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2018
b) Capital Assets

Capital assets consist of the following as of December 31, 2018:

Balance .pe . Balance
12/31/2017 Additions Deletions 153172018
Capital assets not depreciated:
Land $ 119217  $ - $ - $ 119,217
Total capital assets not depreciated 119,217 - - 119,217
Capital assets being depreciated:
Dwelling structures 3,110,840 - - 3,110,840
Site improvements - - - -
Dwelling equipment 327,259 - - 327,259
Total capital assets being depreciated 3,438,099 - - 3,438,099
Less accumulated depreciation for:
Accumulated depreciation - building (738,872) (103,695) - (842,567)
Accumulated depreciation - equipment (284,075) (32,726) - (316,801)
Total accumulated depreciation (1,022,947) (136,421) - (1,159,368)
Total capital assets, net of depreciation 2,415,152 (136,421) - 2,278,731

Total $ 2,534,369 $

(136,421) $

$ 2,397,948

Capital assets are recorded at cost.

Buildings, which include building improvements, are
depreciated over their estimated useful lives of 40 years under the straight-line method. Land
improvements are depreciated over their estimated useful life of 20 years under the straight-line
method. Furniture and equipment are depreciated over their estimated useful life of 10 years under

the straight-line method. Depreciation expense under FASB for the year ended was $47,455.

Under GASB, depreciation expense is an additional $88,966 for a total depreciation for the year

ended December 31, 2018, of $136,421.
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¢)

d)

HOUSING AUTHORITY OF FRESNO COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

Long Term Liabilities

Changes in long-term liabilities for December 31, 2018, are as follows:

Balance .. . Balance
12/31/2017 Additions Deletions 312018
BOB - RHED Loan $ 103,185 $ - $ - $ 103,185
HACF - CFRG Loan 678,835 - - 678,835
Kerman Acre Fresno County 900,000 - - 900,000
Kerman Acre TCAC 2,202,168 - - 2,202,168
Accrued Interest Payable 430,476 100,836 - 531,312
Total $ 4,314,664 $ 100,836 $ - $ 4,415,500

Kerman Acre, LP

The Partnership entered into a HOME loan agreement (the “HOME Loan”) with the County of
Fresno. The HOME Loan is in the amount of $900,000 for the purpose of developing the Project
and the loan bears no interest. The loan is secured by the deed of trust and matures on April 1,
2041. Payments are made from available cash flow as further defined in the Partnership
Agreement. At December 31, 2018, the outstanding principal balance was $900,000.

The Partnership entered into a TCAC loan agreement in an amount not to exceed $2,202,168 for
the purpose of developing the rental property know as Granada Commons Apartments. The funds
are to be used solely for eligible costs per the loan agreement. The note is dated March 16, 2010
and bears no interest. The loan is secured deed of trust and matures on March 16, 2065. All
outstanding principal payments are due at maturity. At December 31, 2018, the outstanding
principal balance was $2,202,168.

Related party transactions

Property Management Fee

Pursuant to the property management agreement date October 13, 2010, (the “Property
Management Agreement”) with the Housing Authority of the Fresno County (the “Manager”), the
Manager is to manage the operations of the Project. As defined in the Property Management
Agreement, the property management fee is $65.07 per unit per of month, excluding the manager’s
unit. For the years ended December 31, 2018, property management fees of $9,600 per year were
incurred.

56



HOUSING AUTHORITY OF FRESNO COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

Ground Lease

Pursuant to the Ground Lease Agreement dated March 16, 2010, (the “Ground Lease”), the
Partnership entered into a ground lease to pay the Managing General in the amount of $10 per year
plus additional rent as defined in the Ground Lease until the lease expires. In addition, the
Partnership is obligated to pay all costs, expenses and obligations with respect to the property
including property taxes, insurance, utilities operating costs and costs of maintenance. The lease
term commenced on March 16, 2010 and expires on February 28, 2066. For the year ended
December 31, 2018, ground lease expense was $10 per year, and is included in general and
administrative expenses on the Statement of Operations. As of December 31, 2018, there was no
outstanding balance for the ground lease.

Co-General Partner Management Fee

Pursuant to the Partnership Agreement, the Partnership pays an annual partnership management
fee of $1,920, increased annually by 3%, to the Co-General Partner. The fee shall accrue, without
interest, and shall be payable from available cash flow as further defined in the Partnership
Agreement. For the year ended, the partnership management fee with interest was $2,293, and is
included in general partner fees on the Statement of Revenues & Expenses. As of December 31,
2018, the amount owed for Co-General Partner management fee were $23,614, and it is included
in Due to General Partners on the Statement of Net Position.

Managing General Partner Management Fee

Pursuant to the Partnership Agreement, the Partnership pays an annual partnership management
fee of $19,200, increased annually by 3%, to the Managing General Partner. The fee shall accrue
without interest and shall be payable from available cash flow as further defined in the Partnership
Agreement. For the year ended, the partnership management fee with interest was $22,926 and is
included in General Partner fees on the Statement of Revenues & Expenses. As of December 31,
2018, the amount owed for Managing General Partner management fee were $187,806,
respectively. It is included in Due to General Partners on the Statement of Net Position.

Developer Fee Payable

Pursuant to the Developer Agreement dated March 16, 2010 (the “Developer Agreement”), the
Partnership agreed to pay the Limited Partner and Co-General partner (the “Developers”), a total
development fee up to $474,000 for services relating to the development of the Project. The fee
shall be paid from available proceeds after certain milestones are achieved per the Developer
Agreement, and the balance bears no interest. As of December 31, 2018, the amount owed was
$17,524.
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HOUSING AUTHORITY OF FRESNO COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

Due to HACF

Housing Authority of Fresno County (HACF) advanced funds to the Partnership for various
operational costs. The outstanding balance does not bear interest and is payable out of available
Net Cash Flow, as defined in the Partnership Agreement. As of December 31, 2018, the
outstanding amount owed to HACF were $3,340.

Notes Payable — BOB

On March 16, 2010, the Partnership entered into a Rural Housing and Economic Development
assistance loan agreement with Better Opportunities Builders, Inc. in the amount not to exceed
$147,238 for the purpose of developing the rental property. Prior to the completion of construction,
the note bore interest at 5%. Subsequent to the completion of construction, the note bears interest
at 7.5%. The loan is secured by the deed of trust and matures on March 16, 2065. As the fourth
priority loan, along with the second priority loan (CFRG), payments are made in accordance with
their respective balances from 79.8% of net cash flow per the Partnership Agreement. For the year
ended December 31, 2018, interest expense was $12,800. At December 31, 2018, the outstanding
principal balance was $103,185 with accrued interest of $102,366.

Notes Payable — HAFC

On March 16, 2010, the Partnership entered into a Capital Fund Recovery Grant (the “CFRG”)
assistance loan agreement with HAFC in the amount not to exceed $1,200,000 for the purpose of
developing the property. The CFRG loan has been made available by the U.S. Department of
Housing and Urban Development pursuant to the American Recovery and Reinvestment Act of
2009. Prior to the completion of construction, the note bore interest at 5%. Subsequent to the
construction completion the note bears an interest of 7.5%. The CFRG loan is secured by the deed
of trust on the property and matures on March 16, 2065. As the second priority loan, along with
the fourth priority loan, payments are made in accordance with their respective balance from 79.8%
of net cash flow per the Partnership Agreement. At December 31, 2018, the outstanding principal
balance was $678,835 with accrued interest of $428,946.

Low-income housing tax credits

The Partnership expects to generate an aggregate of $1,000 of federal low-income housing tax
credits (“Tax Credits”). Generally, such credits become available for use by its partner’s pro-rata
over a ten-year period, which began in 2011. The year in which the credit period begins is
determined on a building-by-building basis within the Partnership. In order to qualify for these
credits, the Project must comply with various federal and state requirements. These requirements
include, but are not limited to, renting to low-income tenants at rental rates which do not exceed
specified percentages of area median gross income for the first 15 years of operation. The
Partnership has also agreed to maintain and operate the Project as low-income housing for an
additional 40 years beyond the initial 15-year compliance period. Because the Tax Credits are
subject to compliance with certain requirements, there can be no assurance that the aggregate
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HOUSING AUTHORITY OF FRESNO COUNTY
NOTES TO THE BASIC FINANCIAL STATEMENTS
YEAR ENDED DECEMBER 31, 2018

amount of Tax Credits will be realized and failure to meet all such requirements or to correct
noncompliance within a specified time period may result in generating a lesser amount of Tax
Credits than expected in future years, and/or recapture of Tax Credits previously allocated. A
reduction of future credits or recapture would require credit deficit payments to the Limited Partner
under the terms of the Partnership Agreement.

(Remainder of page intentionally left blank)
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HOUSING AUTHORITY OF THE FRESNO COUNTY
Schedule of Changes in Net Pension Liability and Related Ratios
for the Measurement Period (Miscellaneous Plan)

Year Ended December 31, 2018
(With comparative information for the last 10 years)*

Measurement Date 6/30/2018 6/30/2017 6/30/2016 6/30/2015 6/30/2014
TOTAL PENSION LIABILITY
Service Cost $809,691 $741,472 $636,086 $636,707 $632,927
Interest on Total Pension Liability 2,464,031 2,346,586 2,262,010 2,162,499 2,076,674
Changes of Benefit Terms - - 56,408 - -
Changes of Assumptions (275,096) 1,937,562 - (520,576) -
Difference between Expected and Actual Experience 612,793 15,653 23,177 (123,455) -
Benefit Payments, Including Refunds of Employee Contributions (1,752,319)  (1,652,796) (1,654,238) (1,500,820)  (1,476,137)
Net Change in Total Pension Liability $1,859,100 3,388,477 1,323,443 654,355 1,233,464
Total Pension Liability - Beginning 34,710,325 31,321,848 29,998,408 29,344,053 28,110,589
Total Pension Liability - Ending (a) 36,569,425 34,710,325 31,321,851 29,998,408 29,344,053
PLAN FIDUCIATY NET POSITION
Net Plan to Plan Resource Movement (67) - - - -
Contributions - Employer 626,718 519,574 414,971 343,617 316,377
Contributions - Employee 426,463 369,297 347,428 339,737 310,693
Investment Income 2,272,970 2,801,027 146,833 591,865 3,967,964
Benefit Payments, Including Refunds of Employee Contributions (1,752,319)  (1,652,796) (1,654,238) (1,500,820)  (1,476,137)
Administrative Expense (42,497) (37,447) (15,921) (29,405) -
Other Miscellaneous Expense (80,703) - - - -
Net Change in Fiduciary Net Position 1,450,565 1,999,655 (760,927) (255,006) 3,118,897
Plan Fiduciary Net Position - Beginning 27,362,547 25,362,892 26,123,819 26,378,825 23,259,928
Plan Fiduciary Net Position - Ending (b) 28,813,112 27,362,547 25,362,892 26,123,819 26,378,825
Plan Net Pension Liability - Ending ~ $7,756,313  $7,347,778  $5,958,959 $3,874,589  $2,965,228
Plan Fiduciary Net Position as a Percentage of the Total Pension Liability 78.79% 78.83% 80.98% 87.08% 89.89%
Covered Payroll $ 5,763,554 $5261,716 $5,051,877 $ 4,912,678 $4,749,075
Plan Net Pension Liability as a Percentage of Covered Payroll 134.58% 139.65% 117.96% 78.87% 62.44%

Notes to Schedule of Changes in Net Pension Liability and Related Ratios:
Benefit Changes: The figures above do not include any liability impact that may have resulted from plan changes which occurred after the June 30, 2017,
valuation date. This applies for voluntary benefit changes as well as any offers of Two Years Additional Service Credit (a.k.a. Golden Handshakes).

Changes of Assumptions: In 2018, demographic assumptions and inflation rate were changed in accordance to the CalPERS Experience Study and Review
of Actuarial Assumptions December 2017. There were no changes in the discount rate. In 2017, the discount rate was reduced from 7.65 percent to 7.15
percent. In 2016, there were no changes. In 2015, amounts reported reflected an adjustment of the discount rate from 7.15 percent (net of administrative
expense) to 7.65 percent (without a reduction for pension plan administrative expense.) In 2014, amounts reported were based on the 7.5 percent discount

rate.
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HOUSING AUTHORITY OF THE FRESNO COUNTY
Schedule of Changes in Net Pension Liability and Related Ratios
for the Measurement Period (Miscellaneous Plan)

Year Ended December 31, 2018
(With comparative information for the last 10 years)*

Schedule of Plan Contributions for the Fiscal Years Ended December 31

Employer Fiscal Year End 2018 2017 2016 2015 2014
Actuarially Determined Contribution $ 404303 $ 459,830 $ 469586 $ 371,354 $ 325,829
Contributions in Relation to the Actuarially Determined Contribution (404,303) (459,880) (469,586) (371,354) (325,829)
Contribution Deficiency/(Excess) $ - $ - $ - 3 - 8 -
Covered Payroll $ 6,312,111 $5,832,350 $5,406,119 $ 5,029,081 $4,520,151
Contributions as a Percentage of Covered Payroll 6.41% 7.88% 8.69% 7.38% 7.21%

Notes to Schedule of Plan Contributions:

The actuarial methods and assumptions used to set the actuarially determined contributions for the Fiscal Year 2017-2018 were derived from the June 30,
2015 funding valuation report as follows:

Actuarial Cost Method Entry Age Normal

Amortization Method/Period See note 17) Defined Benefit Pension Plan, for related information. The
amortization method and periods are based on the June 30, 2014 Funding
Valuation Report.

Asset Valuation Method See note 17) Defined Benefit Pension Plan, for related information. The market
value of assets are based on the June 30, 2014 Funding Valuation Report.

Inflation 2.75%

Salary Increases Varies by Entry Age and Service

Payroll Growth 3%

Investment Rate of Return 7.5% Net of Pension Plan Investment and Administrative Expenses; includes
Inflation.

Retirement Age The probabilities of Retirement are based on the 2014 CalPERS Experience Study|
for the period from 1997 to 2011.

Mortality The probabilities of mortality are based on the 2014 CalPERS Experience Study
for the period from 1997 to 2011. Pre-retirement and Post-retirement mortality
rates include 20 years of projected mortality improvement using Scale BB
published by the Society of Actuaries.

Other information:
* The fiscal year ended December 31, 2014 was the first year of implementation. Information for the last 10 years is not available.
For changes to previous year's information, refer to past GASB 68 reports.
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FINANCIAL DATA SCHEDULE

The following schedule is presented in accordance with reporting requirements under the U. S.
Department of HUD’s Uniform Financial Reporting Standards.
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SINGLE AUDIT REPORTS AND RELATED SCHEDULES
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Davis Farr LLP
# ‘ DaV I S Fa r r 301 Dupont Drive | Suite 200 | Irvine, CA 92612

CERTIFIED PUBLIC ACCOUNTANTS Main: 949.474.2020 | Fax: 949.263.5520

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

Independent Auditor’s Report

Board of Commissioners
Housing Authority of Fresno County
Fresno, California

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of the
Housing Authority of Fresno County (the “Agency”), as of and for the year ended December 31,
2018, and the related notes to the financial statements, which collectively comprise the Agency’s
basic financial statements, and have issued our report thereon dated August 16, 2019. Our report
includes a reference to other auditors who audited the financial statements of Kerman Acre, LP,
as described in our report on the Agency’s financial statements. The financial statements of
Kerman Acre, LP were not audited in accordance with Government Auditing Standards.

Internal Control Over Financial Reporting

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

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the entity’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is defined to be a deficiency, or a combination
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Board of Commissioners
Housing Authority of Fresno County
Fresno, California

of deficiencies, in internal control that is less severe than a material weakness, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

Compliance and Other Matters

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

Purpose of this Report

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

boﬂ;}kﬂu\f

Irvine, California
August 16, 2019
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM;
REPORT ON INTERNAL CONTROL OVER COMPLIANCE; AND REPORT
ON THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY THE UNIFORM GUIDANCE

Independent Auditor’s Report

Board of Commissioners
Housing Authority of Fresno County
Fresno, California

Report on Compliance for Each Major Program

We have audited the Housing Authority of Fresno County’s (the “Agency”) compliance with the
types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on each of the Agency’s major federal programs for the year ended
December 31, 2018. The Agency’s major federal programs are identified in the summary of
auditor’s results section of the accompanying schedule of findings and questioned costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Agency’s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and the audit
requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the Agency’s compliance with those
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Board of Commissioners
Housing Authority of Fresno County
Fresno, California

requirements and performing such other procedures as we considered necessary in the
circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of the Agency’s
compliance.

Opinion on Each Major Federal Program

In our opinion, the Agency complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2018.

Report on Internal Control Over Compliance

Management of the Agency is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the Agency’s internal control over
compliance with the types of requirements that could have a direct and material effect on each
major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the Agency’s
internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
over compliance that might be material weaknesses or significant deficiencies. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
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Board of Commissioners
Housing Authority of Fresno County
Fresno, California

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other

purpose.

Report on Schedule of Expenditures of Federal Awards Required by Uniform Guidance

We have audited the basic financial statements of the Agency as of and for the year ended
December 31, 2018, and have issued our report thereon dated August 16, 2019, which contained
an unmodified opinion on the financial statements. Our audit was performed for the purpose of
forming an opinion on the basic financial statements taken as a whole. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by the Uniform Guidance and is not a required part of the basic financial statements. Such
information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the financial statements. The information
has been subjected to the auditing procedures applied in the audit of the basic financial statements
or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the schedule
of expenditures of federal awards is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

bc\,_;lk_‘u\f

Irvine, California
August 16, 2019
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HOUSING AUTHORITY OF FRESNO COUNTY
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED DECEMBER 31, 2018

Federal Grantor/Pass-Through Grantor/Program Title

Department of Agriculture:
Direct Assistance:
Rural Rental Housing (rental assistance)
Farm labor housing Loans and Grants (loans)
Subtotal - Department of Agriculture

Department of Housing and Urban Development:
Direct Assistance:
Supporting Housing Program
Public and Indian Housing
Public Housing Family Self-Sufficiency Under
Resident Opportunity and Supportive Services
Housing Voucher Cluster:
Section 8 Housing VVoucher Program
Section 8 Family Self-Sufficiency
Public Housing Capital Funds Program
Subtotal - HUD Direct Assistance

Passed through the State of California Housing Finance Agency:
Section 8 New Construction and Sub Rehab
Subtotal - U.S. Department of Housing and Urban Development
Total expenditures of federal awards

Federal

D i Program P
0fnes ¢ Identification rog{'am
Assistance Expenditures
Number
Number
10.427 $ 176,816
10.405 622,916
799,732
14.235 68,952
14.850 Contract # SF-170 2,628,599
14.870 CAO006RFS015A00 77,946
14.871  Contract # SF-472 38,016,222
14.896 66,413
14.872  Contract # SF-170 841,942
41,700,074
14182 CHFA# 76-54-N 156,996
41,857,070

542656802

See accompanying notes to the schedule of expenditures of federal awards.
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HOUSING AUTHORITY OF FRESNO COUNTY
Notes to Schedule of Expenditures of Federal Awards

Year ended December 31, 2018

(1) Summary of Significant Accounting Policies Applicable to the Schedule of

Expenditures of Federal Awards

(a)

(b)

(c)

(d)

Scope of Presentation

The accompanying schedule presents only the expenditures incurred (and related
awards received) by the Housing Authority of Fresno County (Agency) that are
reimbursable under federal programs of federal agencies providing financial
assistance. For the purposes of this schedule, financial assistance includes both
federal financial assistance received directly from a federal agency, as well as
federal funds received indirectly by the Agency from a non-federal agency or other
organization. Only the portions of program expenditures reimbursable with such
federal funds are reported in the accompanying schedule. Program expenditures in
excess of the maximum federal reimbursement authorized or the portion of the
program expenditures that were funded with state, local or other nonfederal funds
are excluded from the accompanying schedule. The Agency did not use the 10%
de minimis indirect cost rate as covered in section 200.414 of the Uniform
Guidance.

Basis of Accounting

The expenditures included in the accompanying schedule were reported on a
regulatory basis in accordance with the U.S. Department of Housing and Urban
Development (HUD). Expenditures are recognized in the accounting period in
which the related liability is incurred. Expenditures reported included any property
or equipment acquisitions incurred under the federal program.

Subrecipients

During the fiscal year ended December 31, 2018, the Agency disbursed no federal
funds to subrecipients.

U.S. Department of Agriculture Notes

The Agency entered into six notes with the United States Department of Agriculture
Farmer Homes Administration under the Farm Labor Housing Union Loan
program. In accordance with the notes the Authority used the funds for the
acquisition and development of four multi-unit rental housing developments. The
notes accrue interest at 1% per annum. The notes mature at various dates, which
began on January 6, 2014 and end on April 2, 2035. At December 31, 2018, the
outstanding balance for all the notes is $622,916.
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(A)

HOUSING AUTHORITY OF FRESNO COUNTY

Schedule of Findings and Questioned Costs

Year ended December 31, 2018

Summary of Auditor’s Results

Financial Statements

I.

Type of auditors’ report issued on whether the

financial statements audited were prepared in

accordance with GAAP:

Internal control over financial reporting:
a. Material weakness(es) identified?
b. Significant deficiency(ies) identified?

Noncompliance material to the financial
statements noted?

Federal Awards

1.

Internal control over major programs:
a. Material weakness(es) identified?
b. Significant deficiency(ies) identified?

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

Any audit findings disclosed that are
required to be reported in accordance
with 2 CFR 200.516 (a)?

Identification of major programs:

CFDA Number
14.871

Dollar threshold used to distinguish
between Type A and Type B programs:

Auditee qualified as a low-risk auditee?

81

Unmodified

No
None Reported

No

No

None Reported

Unmodified

No

Name of Federal Program or Cluster

U.S. Dept. of Housing and Urban
Development — Section 8 Housing Choice
Vouchers

$1,279,704

Yes



HOUSING AUTHORITY OF FRESNO COUNTY
Schedule of Findings and Questioned Costs

(Continued)

(B) Findings Related to the Financial Statements which are Required to be Reported in
Accordance with GAGAS

There were no auditor’s finding required to be reported in accordance with GAGAS.

(C) Findings and Questioned Costs for Federal Awards

There were no auditor’s findings required to be reported in accordance with section
200.516 of the Uniform Guidance.
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HOUSING AUTHORITY OF FRESNO COUNTY
Summary Schedule of Prior Audit Findings

Year ended December 31, 2018

2017-001: Adjustments Detected by the Audit Process

An important element of internal control over financial reporting is for management to identify
adjustments necessary for its financial statements to be fairly stated. Whenever possible,
adjustments should be reflected in the accounting records prior to the start of the audit. When this
is not possible, management should identify and communicate to the auditors the potential areas
of adjustment that may need to be addressed during the audit process. This is an important element
of internal control to reduce the risk of material misstatement. We identified a material prior period
restatement related to the discretely presented component unit.

We recommend that the Authority make efforts to ensure that all journal entries are properly
reflected in the financial statements prior to the commencement of the audit.

Status

This finding is considered resolved.
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