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INDEPENDINT AUDITORS' REPORT

To the Board of Conimissioners
Housing Auithority of the City of Alameda
Alameda, California

Report on the financisl Statenients

We have audited the accompanymg financial statements of the business-type activities, each major fund, and the
agpregate remaining fund Information of the Housing Authority of the Clty of Alameda, Calitornia, asof emd for the
year ended June 30, 2014, and the related notes 1o the financial statements, which eellectively comprise the
Antherity’s basic financial statements as Tisted in the table of conteits,

" Misiagemeni’s Responsibility for-the Financial Statements

Management is responsible for the preparation and fait presentation of these finaticial statenents it dccordance with
accounting principles generally accepted in the United States of America; this ineludes the design, implementation,
and maintenance of internal control relevant to the preparation and fair presentation of finsnclal statements thai are
free from material misstatement, whether due to frand or error.

Auditors’ Responsibility

Our respansibility is1o express opinions-on these financial statements based on our andit. 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 Complroller General of the United
- States. Those standards require that we plan and petform the aud1t to obtaih reasonable assurance about whether the
financial statements are fiee from material misstatément.

An audit invelves performing procedures to obtain audit evidence about the amouats and disclosures in the financial
statements. The procedures selected depend on the auditor’s judgment, including the assessment of the risks of
material misstatement of-the financial statements, whether dueto fraud or error. In making those risk assessments,
the auditor considers internal confrol relevant to the entity’s- preparatlcn and fair presentatien of the financial
statements in order te design audit’ procedures that are appropr iate in the cireumstances, but not for the purpose of -
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion.
An andit also ircludes evaluating the appropriateniess of accounting policies used and the reaschableness of
significant accounting estimates made by nianagement, as well as evaluating the overall presentation of'the finaneial
statements.

We believe that the audit evidence we have obtained is suffictent and appropriate to provide a basis for-our audit
opiniens.

‘Opinions

In our opinion, the financial statements referred to above present fairly;, in all material respects, the respective
finaneial position of the business-type activities, each major fund, and the aggregate remaining fund information of
the Housing Authority of the City of Alameda, California, as of June 30, 2014, 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 Statés of America,



Other Matters

Regqutired Supplementary Information

Accounting principles generally accepted in the United States of Ameriea require that the management"s digcussion
‘and analysis on pages 3 through 8 and the Schedule of Funding Piogress for OPEB on page 32 is presented to
sapplement the basie finaneial staternents. Such irformation, althongh ot & part of the basic finasicial statements, is
requited by Governmental Accounting Standards Board (GASB), who considers it fo be an essential part of
financial reporiing for placing the basic fi tiancial statements in an appropriate opetational, economic, or historical
context. We have applied certain limited proeedures to the required supplementary information in aceordance with

auditing standards generally accepted in the United States of America, which consisted of inquiries of managememt
about the methods of prepaﬂng the information and ¢emparing the tnformation fer consistency with management’s
responses to our inquiries, the basic finansial statements, and other khowledge we obtained during our audit of the
basic financial statements. We do not express an opinien or provide any assurance on the informiation becanse the
Hmited procedures do not provide us with sufficient evidenee to express an opinion or provide any assurance.

Other Information

Our audit was conducted for the purpose of forming opinivus on the financial statemnents that collectively comprise
the Housing Authotity of the City of Alameda, Cafifornia’s basic financial statements. The Schedule of
Txpenditores of Federal Awatds on page 34 required by the U.8. Office of Management and Budget Circular A-
133, Audiis of States, Local Goverrmerds, and Noen-Profit Organizations, and the Financial Data Schedule on pages
35 throngh 42 required by the U.S. Department of Housing and Urban Development are presented for purposes of
additional analysis-and are not a required part of the basic financial statements.

The Schedule of Expenditures of Federal Awards and the Finaneial Data Schedule are the responsibility of
management and wers detived from and relate ditectly to the underlying accounting and other records vsed to
prepare the basic financiat stetements, Such information has been subjected to the auditing. pmce(lmes apphied in the
audit of the basic financial statemesits and certain additional procedures, including eamparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic financial statements or
to the basic financial statements themselves, and other additional procedures in accordance with auditing standards
genetally aceepted in the United States of America. In our opinion the Schedule of Expenditures of Federal Awards
and the Financial Data Schedule are fairly stated, in:all material respects, in relation o the basic financial statements
as a whole,

Other Reporting Required By Government Auditing Standards

In accordance with Gevernment Auditing Standards, we have also issued our report dateel November 19, 2014 on
our considetation of the Housing Authority of fhe City of Alameda, California’s intérnal centrol over financial
reporting and on our tests of its compliance with certain provisions of laws, regalations, contracts, and grant
agrecments and other matters. The purpose of that regiert is te-deseribe the scope of our testing of internal -control
financial reporting and compliance and the resulfs of that testing, and not to-provide an opinion on internal control
over financial reporting or on comphiance: That report is an integral part of an audit performed in accordance with
Gavernnient Auditing Standereds in considering the Housing Authority of the City of Alameda, California’s internal
coirtrol over finaneial reporting and complianee.

* Pleasant Hill, California
November 19, 2614



MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Housing Authority of the City of Alameda’s annual financial report presenis a discussion and analysis
of the financial activities of the Authority for the fiscal year ended June 30, 2014. We encourage readers to consider the
information presented here in conjunction with additional information that we furnished in our letter to the Board of
Commissioners.

The following management discussion and analysis (MD&A) will discuss the results of the Authority’s operations. Key
financial information for the current fiscal year will be compared with those of the prior year.

Financial Highlights

The assets of the Authority exceeded its liabilities at the close of fiscal year 2014 resulting in a Net Position of
$31,458,226 at June 30, 2014 as opposed to $31,641,142 at June 30, 2013,

Total assets at June 30, 2014 were $81,999,564. Of this, $36,099,416 represents current assets, and $45,900,148
represents non-current assets. Total assets at June 30, 2013 were $68,244,078.

Capital assets, net of accumulated depreciation at June 30, 2014 decreased by $437,067 from $32,005,414 at
June 30, 2013 to $31,568,347 at June 30, 2014. Capital assets are reflected at cost, less accumulated depreciation
for all purchased capital assets.

Total liabilities at June 30, 2014 were $50,541,338. Of this, $21,231,412 represents current liabilities and
$29,309,926 represents non-current liabilitics. Total liabilities increased from $36,602,936 at June 30, 2013 to
$50,541,338 at June 30, 2014, an increase of $13,938,402.

Total revenues for the Authority for fiscal year 2014 were $ 32,980,525 versus $34,096,515 for fiscal year
2013; a decrease of $1,115,990. The primary sources of revenue are governmental grants and rents collected
from the Authority’s owned units. These combined amounts totaled $32,275,610 for fiscal year 2014, as
compared to $33,263,040 for fiscal year 2013; a decrease of $987,430.

Total expenses for the Authority for fiscal year 2014 were $32,958,524 versus $32,150,733 for fiscal year 2013;
an increase of $807,791. The major program expenditure, as reflected on the Combined Statement of Revenues,
Expenses, and Changes in Net Position, was for housing assistance payments. There was $23,193,559 of

housing assistance payment expenses for fiscal year 2014. This represents a decrease of $107,644 of the amount
for fiscal year 2013 of $23,301,203.

Operating revenues for the Authority for fiscal year 2014 were $ 32,925,004 and operating expenses were
$32,352,060. Operating revenues and expenses for fiscal year 2013 were $34,042,778 and $31,574,830
respectively.

Expenditures of Federal Awards amounted to $24,859,893 for 2014 an increase of $543,545 from the prior
fiscal year’s expenditures of $24,316,348.

Overview of the Financial Statements

This discussion and analysis is intended to serve as an introduction to the Authority’s basic financial
statements, which are comprised of a Statement of Net Position, Statement of Revenues, Expenses, and
Changes in Net Position, Statement of Cash Flows and Notes fo the Financial Statements.
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Government-Wide Financial Statements

The government-wide financial statements report information of the Authority as a whole, net of inter-
program activity.

The Statement of Net Position presents information on the Authority’s assets and Habilities, with the difference
between the two reported as net position. Over time, increases or decreases in net position may serve as a
useful indicator of whether the financial position of the Authority is improving or deteriorating

The Statement of Revenues, Expenses, and Changes in Net Position presents information showing how the
Authority’s net position changed during the most recent fiscal year. All changes in net position are reported
as soon as the underlying event giving rise to the change occurs, regardless of the timing of related cash flows.
Thus, revenues and expenses are reported in this statement for some items that will only result in cash flows
in future fiscal periods.

The Statement of Cash Flows presents the change in the Housing Authority’s cash and cash equivalents during
the most recent fiscal year.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that have been
segregated for specific activities or objectives. The Authority uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. Some programs are required to be established by the
United States Department of Housing and Urban Development (HUD). However, the Authority also
administers other programs to help it control and manage money for particular purposes or to show that it is
meeting legal responsibilities for using grants and other moneys. All of the funds of the Authority are
classified as an enterprise housing fund as a result of GASB 34.

Enterprise funds account for activitics similar to those found in the private sector, where the determination of
net income is necessary or useful to sound financial administration. They are reported using the full accrual
method of accounting in which all assets and all Liabilities associated with the operation of these funds are
included on the Statement of Net Position. The focus of enterprise funds is on income measurement, which
together with the maintenance of equity, is an important financial indication.

Notes to the Basic Financial Statements

The Notes to the Financial Statements provide additional information that is essential to a full understanding
of the data provided in the fund financial statements.



Supplementary Information

The schedule of expenditures of federal awards, the schedule of funding progress for OPEB, the Schedule of
Funding Progress for PERS, and the financial data schedule are presented for purposes of additional analysis
as required by the and the U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments and Non-Profit Organizations, Governmental Accounting Standards Board Statements, and the
requirements of the U.S Department of Housing and Urban Development. These schedules can be found in
the Supplementary Information sections of this report.

Financial Analysis

The Authority uses funds to help it control and manage money for particular purposes. A portion of the
Authority’s net position reflects the investment in capital assets (e.g. land, buildings and improvements,
furniture, equipment and machinery). The Authority uses these capital assets to provide services to clients;
consequently, these assets are not available for future spending.

Economic Factors

The Housing Authority is primarily dependent upon HUD for the funding of operations. Therefore, the
Housing Authority is affected more by the federal budget than by state or local economic conditions. Changes

in HUD grants affect the number of households that can be assisted under these federally funded programs on
an ongoing basis. :

The Authority’s annual revenues for the Housing Choice Voucher Program is based primarily upon the
amounts received each year from the U.S. Department of Housing and Urban Development, which does not
correlate directly to the amounts expended each year for administrative costs and housing assistance payments
expenses associated with the Housing Choice Voucher Program. Therefore, for any given fiscal year the
Authority’s revenues for the Housing Choice Voucher Program may be more or less than the expenses for the
program. For the fiscal year ended June 30, 2014 the Authority’s expenses associated with the Housing Choice
Voucher Program exceeded its revenues by $1,130,356. For the previeus 2013 fiscal year the Authority’s
expenses for the Housing Choice Voucher Program exceeded its revenues by $353,196. These excess of
expenses over revenues were funded by a reduction in the Authority’s Net Position for the Housing Choice
Voucher Program.

The U.S. Department of Housing and Urban Development over the past several years has not only been
reducing the City of Alameda Housing Authority’s Net Position for the Housing Choice Voucher Program
but also other housing authorities across the nation.

Budgetary Highlights
An agency-wide budget was prepared for the fiscal year ended June 30, 2014. The budget was primarily used

as a management tool. Budgets are prepared in accordance with the accounting procedures prescribed by the
applicable funding agency and revised during the year as appropriate.



Analysis of the Changes in Government-wide Net Position

The Authority’s government-wide net position increased by $22,001 during the fiscal year 2013-2014. The
changes in the Authority’s specific revenue and expense accounts are reflected in the following “Comparative
Statement of Revenues, Expenses, and Changes in Net Position”.

Housing Authority of the City of Alameda

Assets
Current Assets
Notes receivable
Capital Assets (net of
accumulated depreciation)
Total Assels

Liabilities

Current Liabilities
Non-current Liabilities

Total Liabilities
Net Position
Net investment in Capital Assets
Restricted
Unrestricted

Total Net Position

Comparative Statement of Net Position

June 30, 2014
Increase/ Percentage
2014 2013 {Decrease} Change
$36,099416  $21,966,006 $ 14,133,410 64.3%
14,331,801 14,272,658 59,143 0.4%
31.568.347 32.005.414 (437.067) (1.4)Y%
$R81999564 $68244078  §13.755.486 20.2%
$21,231,412 $20,990,903 § 240,509 1.1%
29.309.926 15,612,033 13,697,893 87.7%
50,541,338 36,602,936 13.938.402 38.1%
1,624,610 16,055,162  (14,430,552) (89.9)%
979,720 2,124,142 (1,144,422) (53.9)%
28,853,896 13,461.838 15,392,058 114.3%
$31,458,226 §$31,641,142 § (182,916) (0.6)%



Housing Authority of the City of Alameda
Comparative Statement of Revenues, Expenses, and Changes in Net Position

Year Ended June 30, 2014
Increase/ Percentage
2014 2013 (Decrease) Change

Operating Revenues
Grants $29,016,779 $29,980,977 $ (964,198) (3.2)%
Rents 3,258,831 3,282,063 (23,232) (0.1Y%
Other 649,394 779,738 (130,344) (16.7)%

Total operating revenues 32,925,004 34,042,778 (1,117.774) (3.3)%
Operating Expenses
Administration 3,300,289 3,351,826 (51,537) (1.5Y%
Utilities 662,898 599,201 63,697 10.6%
Maintenance 2,836,956 2,574,225 262,731 10.2%
Tenant services 209,909 146,468 63,441 43.3%
Protective services 210,000 210,000 - -
General 709,523 227,989 481,534 211.2%
Housing Assistance Payments 23,193,559 23,301,203 (107,644) 0.5)%
Depreciation 1,228,926 1,163,918 65.008 5.6%

Total operating expenses 32,352,060 31.574.830 777.230 2.5%

Operating Income (Loss) 572,944 2,467,948 (1,895.004) (76.8)%
Non-Operating Revenue (Expenses)
Interest Income 55,521 53,737 1,784 3.3%
Interest Expense (606.464) {(575.903) (30,561) (5.3)%

Net Non-Operating Revenue (Loss) (550.943) (522.166) (28,777) (0.2)%

Change in Net Position 22,001 1,945,782 (1.923.781) (98.9)%
Net Position, Beginning of Year,

as previously stated 31,641,142 29,695,360 1,945,782 6.6%
Prior period adjustment (Note 8) (204.917) - (204.917)
Net Position, Beginning of Year,
as restated 31,436,225 29.695.360 1,740,865 5.9%

Net Position, End of
Year $31,458226 $31.641,142 § (182.916) (0.6)%



The following presents the changes in fixed assets (net of accumulated depreciation) versus the prior fiscal
year.
Housing Authority of the City of Alameda
Changes in Capital Assets
(Net of Accumulated Depreciation)

June 30, 2014
Increase/ Percentage
2014 2013 (Decrease) Change
Land $ 13,443,808 § 13,412,054 § 31,754 0.2%
Buildings and Improvements 18,068,158 18,503,828 (435,670) (2.4)%
Equipment 56,381 89,532 (33.151) (37.0)% -
Total $ 31,568,347 § 32005414 § (437.067) (1.4)%

Additional information pertaining to capital assets is found in Note 4 to the financial statements.
The following presents the changes in long-term debt versus the prior fiscal year.

Housing Authority of the City of Alameda

ARl B2 A%

Changes in Long-term Debt

June 30, 2014
Increase/ Percentage
2014 2013 (Decrease) Change
Bonds Payable $ 5,798,955 § 13,576,350 $ (7,771,395) (57.3)%
Notes Payable 24.144.782 2.373.902 21,770.880 917.1%
Total $ 29943737 $ 15950252 $§ 13993485 87.7%

During the fiscal year 2014 the Authority re-financed several of its properties. These refinancing activities
increased the long-term debt of the Authority by $14,154,452.

Additional information pertaining to long-term debt is found in Note 5 to the financial statements.
Requests for information

This financial report is designed to provide citizens, taxpayers, and creditors with a general overview of the
Housing Authority’s finances and to show the Housing Authority’s accountability for the money it receives.
Questions concerning any of the information provided in this report or request for additional financial
information should be addressed to the Finance Director at the Housing Authority of the City of Alameda,
701 Atlantic Avenue, Alameda, California 94501,



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
STATEMENT OF NET POSITION
PROFRIETARY FUNDS
JUNE 30, 2014

ASSETS
Current Assets:
Cash and investments (Note 3)
Due from other agencies
Tenant accounts receivable
Accounts receivable - other
Interest receivable
Prepaid expenses
Inventory
Total current assets
Noncurrent assets:
Notes receivable
Capital assets, net of accurmnulated depreciation
of $21,081,947 (Note 4)
Total non-current assets
Total assets
DEFERRED OUTFLOWS OF RESOURCES

Total assets and deferred outflows of resources

LIABILITIES
Current Liabilities:
Accounts payable
Tenant security deposits
Uneamed grants
Prepaid rents
Unearned revenue (Note 6)
Interest payable
Compensated absences (Note 7)
Notes and bonds payable (Note 5)
Total current liabilities
Noncurrent liabilities:
Compensated absences (Note 7)
OPEB payable (Note 11)
Other noncuwrrent liabilities
Notes and bonds payable (Note 5)
Total noncurrent liabilities
Total liabilities
DEFERRED INFLOWS OF RESOURCES

Total liabilities and deferred inflows of resources

NET POSITION
Net Investment in capital assets
Restricted
Unrestricted
Total Net Position

The aceompanying notes are an integral part of this statement.

Enterprise Fund

Housing

$

15,520,922
67,322
72,572

286,182
12,486
121,288
18.644

36,099,416

14,331,801

31,568,347

45,900,148

81,999,564

81,999,564

450,726
491,233
6,870
37,935
18,511,011
827,276
105,486
800.875

21,.231.412

79,577
9,838
77,649
29,142.862

29,309.926

50,541,338

50,541,338

1,624,610
979,720
28,853,896

31,458,226




HOUSING AUTHORITY OF THE CITY OF ALAMEDA
STATEMENT OF REVENUES, EXPENSES, AND

CHANGES IN NET POSITION -
PROPRIETARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2014

Operating Revenues
Grants

Rents
Other
Total operating revenues

Operafing Expenses
Administrative
Utilities
Maintenance
Tenant services
Protective services
General
Housing assistance payments
Depreciation
Total operating expenditures

Operating income (loss)

Non-Operating Revenues (Expenses)
Interest income
Interest expense
Net non-operating revenue

Change in net position
Beginning net position, as previously stated
Prior period adjustment, (Note 8)
Beginning net position, as restated

Total net position, ending

Enterprise Fund
Housing

$ 29,016,779
3,258,831
649,394
32,925,004

3,300,289
662,898
2,836,956
209,909
210,000
709,523
23,193,559
1,228.926
32,352,060

372,944

55,521
(606.464)
(550,943)

22,001

31,641,142

(204.917)

31.436.225

§ 31458226

The accompanying notes are an integral part of this statement.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
STATEMENT OF CASH FLOWS
PROPRIETARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2014

Cash flows from operating activities:
Cash received from grants
Cash received from rents
Other miscellaneous cash receipts
Cash payments to suppliers and landlords
Cash payments to employees
Net cash provided (used) in operating activities

Cash flows from capital and related financing activities:
Interest paid on long-term debt
Acquisition and construction of capital assets
Issuance of debt
Principal payments of debt
Net cash {(used} by capiial
and related financing activities

Cash flows from investing activities:
Interest received
Net cash provided by investing activities

Net increase (decrease) in cash
Cash at beginning of year
Cash at end of year

Reconciliation of operating income (loss) to net cash
provided {(used) by operating activities:
Operating income (loss)
Adjustments to reconcile operating income (loss) to
net cash provided (used) by operating activities:
Depreciation
Prior period adjustment
Changes in assets and liabilities:
Increase in accounts receivable
Increase in accounts receivable — other agencies
Decrease in tenants’ accounts receivable - other
Increase in prepaid expenses
Increase in inventory
Increase in notes receivable
Decrease in accounts payable
Decrease in amounts due other governments
Increase in security deposits payable
Decrease in unearned grants
Increase in other liabilities
Increase in OPEB
Decrease in unearned revenues
Net cash provided by operating activities

The accompanying notes are an integral part of this statement.
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Enterprise Fund
Housing

$ 28,945,183
3,292,154
529,803
(28,533,736)
(2.880.452)
1.352.952

(524,305)

(791,860)
21,791,000
(7,797.515)

12,677,320

54,794
54,794

14,085,066
21,435,856

3 35,520,922

$ 572,944

1,228,926
(204,917)

(1,915)
(39,746)
26,327
(23,080)
(9,203)
(59,143)
(139,384)
(11,273)
11,467
(31,850)
83,862
8,470
(58,533)
$ 1,352,952




HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014

Note 1 - DEFINITION OF REPORTING ENTITY

The Housing Authority of the City of Alameda (the Authority) was established on August 8, 1940
by a resolution of the City of Alameda City Council. The Authority is governed by a seven member
Board of Commissioners which is appointed by the Alameda, California City Council. However, the
Housing Authority is not considered to be a component unit of the City or any other primary
government. Two members of the Board of Commissioners are participants in programs
administered by the Commission. The members of the Commission are selected to serve for either
two or four year terms.

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Government-wide and Fund Financial Statements

The government-wide financial statements (i.e. the statement of net position; the statement of
revenues, expenses, and changes in net position; and the statement of cash flows) report the
financial information of the Authority’s operafions as a whole.

For financial reporting purposes, the Authority reports all of its operations as a single business
type activity in a single enterprise housing fund. Therefore, for the Authority the government-
wide and fund financial statements are the same. These basic financial statements are presented
in accordance with the standards established by the Governmental Accounting Standards Board
(GASB).

B. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The financial statements and the Schedule of Expenditures of Federal Awards are reported using
the economic resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded at the time liabilities are incurred, regardless
of when related cash flows take place. Nonexchange transactions are those in which the
Authority receives value without directly giving equal value in exchange. These transactions
include revenues from federal, state, and local assistance programs. Revenues from these sources
are recognized in the fiscal year in which all eligibility requirements have been met.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014
(Continued)

Note 2 (continued)

Proprietary funds distinguish operating revenues and expenses from wonoperating activities.
Operating revenues and expenses generally result from providing services in connection with a
proprietary fund’s principal ongoing operations. The principal operating revenues of the Authority’s
enterprise housing fund are grants from federal funding agencies for housing assistance payments
earned, administrative and developer fees, and rental income from its owned housing units. Operating
expenses include employee services and supplies, administrative expenses, management fees, utilities,
housing assistance payments to landlords, and depreciation of its capital assets. All revenues and
expenses not meeting this definition are reported as nonoperating revenues and expenses.

The Authority applies all applicable Financial Accounting Standards Board (FASB) pronouncements
issued before November 30, 1989 in accounting and reporting for its proprietary operations.

In fiscal year 2014 the authority implemented GASB Statement Number 65, ftems Previously
Reported as Assets and Liabilities and Statemnent Number 66, Technical corrections — 2012- An
Amendment of GASB Statements No. 10 and No. 62. The implementation of GASB Statements Number
65 and 66 did not have any financial reporting impact on the Authority for fiscal year 2014.

C. Assets, Liabilities, and Net Position
1. Cash and Cash Equivalents
For purposes of the accompanying statement of cash flows all highly liquid cash and investments with
a maturity of three months or less when purchased and cash restricted by federal governmental
requirements are considered cash and cash equivalents.
Cash and cash equivalents include amounts in demand deposits and savings accounts. All of the
Authority’s investments can be converted to cash in a relatively short amount of time. Therefore, all
cash and investments and amounts of restricted are reported in the Statement of Cash Flows.
2. Restricted Assets
Restricted cash, cash equivalents, and investments, represent deposits that are used for replacement
reserves, security deposit payable amounts to tenants and amounts that are required by grants from

HUD to be used only to provide housing assistance for individuals and families that meet various
income, age, and employment standards.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014
(Continued)
Note 2 (continued)

3. Receivables

All receivables are reported at their gross value and are reduced by an allowance for doubtful accounts
if such an amount is considered applicable. :

4. Inventories and prepaid assels

All inventories are valued at cost using the first in/first out (FIFO) method. Inventories are recorded as
expenditures when consumed rather than when purchased.

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as
prepaid items the financial statements.

5. Capital Assets
Capital assets which include land, buildings, improvements, and furniture and equipment, are reported
at historical cost. Contributed capital assets are recorded at fair value at the time received. Interest

expense during any development periods is capitalized.

Maintenance, minor repairs and replacements are recorded as expenses; extraordinary replacements of
property resulting in property betterments are charged to the property accounts.

Depreciation is charged to operations using the straight-line method based on the estimated useful life
of the related asset. The estimated useful lives of the various asset categories are as follows:

Buildings 40 years
Improvements 15 years
Furniture and Equipment 5 to 10 years

6. Compensated Absences

It is the Authority’s policy to permit employees to accumulate earned but unused vacation and sick pay
benefits. All vacation pay is accrued when incurred.

7. Taxes

The Authority is exempt from federal and state income taxes.
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Note 2 (continued)

8. Encumbrances
Encumbrance accounting is not employed by the Authority.
9. Net Position

Net position represents the differences between assets and liabilities. Net position consists of
investment in capital assets, net of related debt; restricted net position; and unrestricted net position.
Net position invested in capital assets, net of related debt, consists of capital assets, net of depreciation,
reduced by the outstanding balances of borrowings used for the construction, or improvement of those
assets. Net position is reported as restricted when there are limitations imposed on their use through
constitutional provisions or enabling legislation or through external restrictions imposed by creditors,
grantors, or laws or regulations of other governments.

10. Deferred Outflows/Inflows of Resources

In addition to assets and liabilities, the Statement of Net Position includes separate sections for
deferred outflows and inflows of resources. These separate sections represent a consumption or
acquisition of net position that applies fo future periods and will not be recognized as outflows
(revenues) or inflows (expenses) until that time.

D. New GASB Pronouncement

E.

During fiscal year 2014 the Authority adopted GASB Statements No. 65, ltems Previously Reported
as Assets and Liabilities, and Statement No. 66, Technical Corrections — 2012 — An Amendment of
GASB Statements No. 10 and No. 62.

The implementation of this GASB Statement did not have any financial reporting impact on the
Authority for fiscal year 2014.

Estimates
Management of the Authority has made certain estimates and assumptions relating to the reporting of

assets and liabilities and revenues and expenses to prepare the financial statements. Actual resulis may
differ from those estimates.
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Note 2 (continued)

F. Budgets and Budgetary Accounting

Note 3 -

Each year the Authority’s Board of Commissioners adopts an operating budget. This budget may
be revised during the year to give consideration to unanticipated revenue and expenditures
primarily resulting from events unknown at the time of the adoption of the annual budget.

CASH AND INVESTMENTS
Policies

California law requires banks and savings and loan institutions to pledge government securities with
a market value of 110% of the Authority’s cash on deposit, or first trust deed mortgage notes with a
market value of 150% of the deposit, as cellateral for these deposits. Under California Law this
collateral is held in a separate investment pool by ancther instifution in the Authority’s name and

places the authority ahead of general creditors of the institution.

The Authority and its fiscal agents invest in individual investments and in invesiment pools.
Individual investments are evidenced by specific identifiable securities instruments, or by electronic
entry registering the owner in the records of the institution issuing the security, called the book entry
system. In order to increase security, the Authority employs the Trust Department of a bank as the
custodian of certain managed investments, regardless of their form.

The Authority’s investments are carried at fair value, as required by generally accepted accounting
principles. The Authority adjusts the carrying value of its investments to reflect their fair value at
each fiscal year end, and it includes the effects of those adjustments in income for that fiscal year.

Cash and cash equivalents are considered to be liquid assets for purposes of measuring cash flows.
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Note 3 (Continued)

B. Classification

Cash and investments are classified in the financial statements as shown below, based on whether or not
their use is restricted under the terms of Authority debt instruments or agency agreements. Cash and
invesiments as of June 30, 2014 are as follows:

Unrestricted $ 28,759,209
Restricted 6.,761.713
Total cash and investments $ 35,520,922

The $35,520,922 of cash reflects $15,648,239 maintained on deposit in banks, $846,227 maintained by
loan servicing agencies, $19,026,206 deposited in the State of California Local Agency Investment Fund
(LAIF), and $250 in petty cash. Of the amounts deposited into banks, $250,000 is covered by federal
deposit insurance, The remaining $15,398,239 as previously stated is required by California law to be
collateralized by governmental securities with a market value of 110% of the deposit or with first trust
deed mortgages with a value of 150% of the uninsured amount.

The $846,227 of investments mainfained by loan servicing agencies reflects amounts held by trust
departments of two lending agencies. These amounts are will be used for future rehabilitation and
operating costs for some of the Authority’s housing complexes.

C. Investments Authorized by the California Government Code and the Authority’s Investment
Policy

The Authority’s investment policy and the California Government Code allow the Authority to invest
in the following, provided rating of the issuers are acceptable to the Authority; and approved percentages
and maturities are not exceeded. The table below also identifies certain provisions of the California
Government Code, or the Authority’s investment policy where the Authority’s Investment Policy is
more restrictive.

Minimum Maximum Maximum
Maximum Credit in Investment
Authorized Investment Type Maturity Quality Portfolio One Issuer
Repurchase Agreements N/A N/A N/A N/A
California Local Agency

Investment Fund (LAIF) On Demand  N/A N/A N/A
U.S. Treasury Bonds,

Notes & Bills N/A N/A N/A N/A
U.S. Agency & U.S. Government  N/A N/A N/A N/A
Bankers acceptances 270 Days N/A 40% 30%
Negotiable Certificaies of Deposit N/A AA 30% N/A

17



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO FINANCIAL STATEMENTS

JUNE 30, 2014
(Continued)
Note 3 (continued)
Minimum Maximum Maximum
Maximum Credit in Investment
Authorized Investment Type _ Maturity Quality Portfolio One Issuer

Time Certificates of Deposit N/A N/A 30% N/A
Medium Term Corporate Notes 5 Years N/A 30% N/A
Money Market Mutual Funds N/A AAA 20% N/A
County Agency Investment fund OnDemand  N/A 30% N/A
Reverse Repurchase Agreements  N/A N/A N/A N/A

D. Investments authorized by Debt Agreements and Governmental Grants

The Authority must maintain required amounts of cash and investments or fiscal agents under terms
of certain debt issues and governmental grants. These funds are unexpended bond proceeds or are
pledged as reserves to be used if the Authority fails to meet its obligations under these debt issuances
or governmental grants. The California Government Code requires these funds to be invested in
accordance with Authority policies, bond indentures or State Stature. The table below identifies the
investment types that are authorized for investments held by fiscal agents. The table also identifies
certain provisions of these debt agreements:

Minimum Maximum Maximum
Maximum Credit Percentage of  in Investment
Authorized Investment Type Maturity Quality Portfolio In One Issuer
For U.S. Department of Housing
and Urban Development Funds
Repurchase Agreements N/A N/A No Limit No Limit
U.S. Government Obligations
& Agencies No Limit N/A No Limit No Limit
State Obligations N/A N/A No Limit No Limit
Commercial Paper N/A N/A No Limit No Limit
Bankers acceptances 270 Days N/A 40% 30%
Certificates of Deposit N/A N/A 30% No Limit
Time Deposits N/A N/A No Limit No Limit
Qualified Financial Institution
General Obligations Upon Demand AAA No Limit No Limit
Money Market Mutual Funds N/A AAA 20% No Limit
U.S. Treasury Bills, Notes
and Bonds No Limit N/A No Limit No Limit
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Note 3 (continued)

For Non U.S. Department of

Housing and Urban

Development Funds

Prime Commercial Paper 180 Days  Highest Rating 15% 30%
Medium Term Notes 5 Years A 30% N/A
City of Alameda Bonds N/A N/A No Limit No Limit
State of California Obligations N/A N/A No Limit No Limit
U.S. Government Obligations

and Agencies N/A N/A No Limit No Limit
Bankers Acceptances 270 Days N/A 40% 30%
Certificates of Deposit N/A N/A 30% No Limit
Repurchase Agreements N/A N/A No Limit No Limit
Money Market Mutual Funds N/A N/A No Limit No Limit
Trust Indentures N/A N/A No Limit No Limit
Mortgage & Equipment Lease

Obligations 5 Years AA 30% No Limit

E. Imnterest Rate Risk

Interest rate risk is the risk that changes in the market interest rates will adversely affect the fair value
of an investment. Generally the longer the maturity of an investment, the greater the sensitivity of its
fair value to changes in market interest rates. Information about the sensitivity of the fair values of
the Authority’s investments (including investments held by bond trustees) to market rate fluctuations
is provided by the following table that shows the distribution of the Authority’s investments by

maturity:
12 Months One to More Than
Investment Type or Less Five Years Five Years Total
Local Agency Investment Fund 19,026,206 - - 19,026,206
Total Investments $19,026206 § - 3 - § 19,026,206
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Note 3 (continued)

F. Credit Risk

Generally, credit risk is the risk that an issuer of an investment will not fulfill its obligation to the
holder of the investment. This is measured by the assignment of a rating by a nationally recognized
statistical rating organization. Presented below is the actual rating as of June 30, 2014 for each
Authority investment type as provided by Standard and Poor’s except as noted:

Investment Type
Not Rated:
Local Agency Investment Fund $ 19,026,206

G. Concentration of Credit Risk

The Authority is required to disclose investments that represent a concentration of five percent or
more of investments in any issuer, held by individual Authority Funds in the securities of issuers
other than U.S. Treasury securitics, mutual funds and external investment pools. At June 30, 2014
there were no investments of this type.

H. Custodial Credit Risk

Custodial credit risk is the risk that in the event of a bank or brokerage failure, the Authority’s
deposits may not be returned. As previously stated the Authority’s bank deposits are either
covered by FDIC insurance or are collateralized.
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Note 4 - CAPITAL ASSETS

The following is a summary of the Authority's changes in capital assets for the fiscal year ended

June 30, 2014:

Balance Adjustments Balance
6/30/13 Additions And Deletions 6/30/14
Land $ 13,412,054 § 31,754  § - § 13,443,808
Buildings and
improvements 38,082,467 760,106 - 38,842,573
Equipment 363.913 - - 363.913
51.858.434 791.860 - 52.650.294
Less accumulated
Depreciation for:
Buildings and
Improvements (19,578,639) (1,195,776) - (20,774,415)
Equipment (274.382) (33.150) - (307.532)
(19,853.021) (1,228.926) - (21.081,947)
Capital assets, net § 32,005413 § (437,066) $ - § 31,568,347
Note 5 - LONG-TERM DEBT
Following is a summary changes in long-term debt for the year ended June 30, 2014:
Balance Balance Current
6/30/13 Additions Deletions 6/30/14 Portion
Bonds Payable:
PNC Bank $ 5936802 $ - $ (137,847) $ 5,798,955 $ 146,108
Greystone Financial 7,639,548 - (7,639,548) -
Notes Payable:
Northmarq Capital LLC- 14,291,000 - 14,291,000 171,8%4
Northmarq Capital LLC- 7,500,000 - 7,500,000 461,695
City of Alameda 1,080,872 - (1,393) 1,079,477 1,411
County of Alameda 942,650 - () 942,650 -
Other 350,380 - (18,725) 331,655 19,767
Compensated Absences
(Note 6) 185,846 - (783) 185,063

$ 16.136.098 $21.791,000 $(7,798.298) §$30.128.800 $ 800587
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The following is a schedule of debt payment requirements to maturity for long-term obligations other
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(Continued)

than compensated absences:

Year Ending Principal Interest Total
June 30 Payments Payments Payments

2015 $ 800,875 $ 1,171,817 $ 1,972,692
2016 897,137 1,228,335 2,125,472
2017 938,956 1,192,541 2,131,497
2018 982,815 1,155,040 2,137,855
2019 1,028,819 1,115,749 2,144,568
2020-2024 5,917,192 4,920,194 10,837,386
2025-2029 4,978,009 3,745,363 8,723,372
2030-2034 4,462,603 2,891,206 7,353,809
2035-2039 3,706,171 1,948,663 5,654,834
2040-2044 4,320,519 927,396 5,247,915
2045-2049 120,367 299,932 420,299
2050-2054 29,974 339,400 369,374
2055-2059 817,650 224,947 1,042,597
2060-2064 - - -
2065-2069 942,650 1,933,741 2.876.391
$29943,737 $§ 23,094,324 § 53,038,061

A description of the debt recorded at June 30, 2014 for the housing authority is as follows:

Bonds Payable:

A deed of trust bond payable was issued on April 1, 2005 totaling $6,800,000 for the Parrot village
and Eagle Avenue Apartments. The bonds payable are administered by PNC Bank. The bonds accrue
interest at a variable rate based upon the weekly short term bond rest rate. The bonds require annual
payments of principal and interest at lcast totaling $340,016. The bonds mature April 15, 2035. The
outstanding balance on the bonds total $5,798,955 at June 30, 2014.

Notes Payable:
Two loans were issued during the fiscal year ended June 30, 1997 from the City of Alameda. These
are non-interest bearing loans originally issued for $518,600. They are secured by deeds of trust on

nine properties located in Alameda, California. One of the notes is deferred until January 1, 2027,
The combined balances outstanding on these notes at June 30, 2014 were $509,477.
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Note 5 (continued)

A promissory note agreement for $570,000 was entered into with the City of Alameda on June 18,
1998. This note bears interest at 3% per annum. Both interest and principal payments on this loan
are deferred until the note’s due date of June 30, 2057. The outstanding balance on this note at June
30, 2014 was $570,000.

The Authority entered into two separate note payable agreements with the County of Alameda. One
of the notes for $536,400 was entered into on March 15, 2012 and the other note for $380,000 was
entered into on September 1, 2009. Both of these notes bear interest at 3% per annum. Principal and
interest are payable throughout the term of these loans if there are “Residual Receipts™ as defined
by the loan agreements. A final payment is due on the outstanding loans principal and accrued
interest on the earlier of (1) the date of transfer of the properties, (2) the date of any defaults on the
loans, (3) July 30, 2067. The combined outstanding balances on these loans at June 30, 2014 were
$916,400.

The Authority assumed a loan payable originally entered into by the Filipino American Community
Services Agency payable to the County of Alameda. The principal balance assumed and outstanding
at June 30, 2013 is $26,250. This note bears no interest. However, if this note is not paid when due
the note will bear interest at 7% per annum for each day the note is not paid in full. The note is
payable upon sale or transfer of the property whose deed of trust secures the note. The outstanding
balance on this loan at June 30, 2014 was $26,250.

Three notes payable to the U.S. Bank secured by deeds of trust on six properties located throughout
the City of Alameda. These notes were issued during the fiscal years ended June 30, 1997 and June
30, 2004. The notes have interest rates ranging from 5.05% to 6.72% per annum and require annual
principal and interest payments totaling $37,298. These notes have a balance owing of $331,655 as
of June 30, 2014.

On June 30, 2014 the Authority entered into a mortgage note totaling $14,291,000 with Northmarq
Capital, LLC. The note is secured by the property referred to as the Esperanza Apartments. The note
bears interest at 5.63% per annum and requires combined monthly principal and interest payments
totaling $82,312. The note matures and is payable in full on July 1, 2044. The outstanding balance
on the note at June 30, 2014 was $14,291,000.

On June 30, 2014 the Authority entered into a mortgage note totaling $7,500,000 with Northmarg
Capital, LLC. The note is secured by the property referred to as the Independence Plaza Apartments.
The note bears interest at 3.75% per annum and requires combined monthly principal and interest
payments totaling $64,758. The note matures and is payable in full on July 1, 2026. The outstanding
balance on the note at June 30, 2014 was $7,500,000.
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Note 6 - UNEARNED REVENUES

On January 4, 2013 the Authority became the “Successor Agency” for the Low and Moderate Income
Housing Assets of the former Community Improvement Commission of the City of Alameda. As a
condition of becoming the “Successor Agency” the Authority received cash and notes receivable to
pay the enforceable obligations of the prior Community Improvement Commission of the City of
Alameda. The amounts received to pay these enforceable obligations are recorded as “unearned
revenues”, At June 30, 2014 there was $18,511,011 remaining to pay these enforceable obligations.

Note 7 - COMPENSATED ABSENCES

It is the Authority's policy to permit employees to accumulate earned but unused vacation leave up to
a maximum of their annual accrual rate plus 10 days. This leave will be used in future periods or paid
to employees upon separation from the Authority. Accrued vacation leave has been valued by the
Authority and has been recorded at $185,063 as of June 30, 2014.

It is the Authority’s policy to permit employees to accumulate earned but unused sick leave, however,
the value of unused sick leave is not payable upon separation form the Authority.

Note 8 — PRIOR PERIOD ADJUSTMENT

As is more fully described in the following Note 10 on April 22, 2012 the Authority became a member
of the California Public Employees Retirement Plan (CALPERS). Prior to that date the employees
working at the Authority were legally employees of the City of Alameda, California. While being
legally employees of the City of Alameda the employees participated in the CALPERS program of
the City of Alameda. During fiscal year 2014 it was determined that as of the April 22, 2012 conversion
date $204,917 of the City of Alameda’s CALPERS pension obligation pertained to these former City
of Alameda employees. This $204,917 pension obligation as of April 22, 2012 was recorded by the
Authority during fiscal 2014 as a prior period adjustment.

24



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2014
(Continued)

Note 9 - OPERATING LEASE

The Authority on March 14, 2003 entered into a lease agreement with the Resources for Community
Development (RCD) to lease land to RCD until March 14, 2078. Total rental income for the year
ended June 30, 2014 under the lease agreement was $1.

At June 30, 2014, the future rental income required under the lease for the land is as follows:

Fiscal Year

Ending
2015 $
2016
2017
2018
2019

Thereafier

B = e e

Lh

.

Note 10 - PENSION PLAN
Public Employees Retirement System

Plan Description: Effective April 22, 2012 the Authority became a member of the California Public
Employees Retirement System (CALPERS), a cost sharing multiple-employer defined pension plan
administered by CALPERS. The CALPERS provides retirement and disability benefits, annual cost-
of-living adjustments, and death benefits to plan members and beneficiaries. CALPERS acis as a
common investment and administrative agent for participating public entities within the State of
California. Benefit provisions and all other requirements are established by State statute and the
Housing Authority. The CALPERS issues a publicly available financial report that includes financial
statements and required supplementary information for the CALPERS. That report may be obtained
from their executive office, 400 “P” Street, Sacramento, California, 95814,

Funding Policy and Annual Pension Cost: Plan members are required to contribute 7% of their annual
covered salary, and the Housing Authority of the City of Alameda is required fo contribute at an
actuarially determined rate. The current rate for the Authority is 13.01% of covered payroll. The
contribution requirements of plan members and the Housing Authority of the City of Alameda are
established by resolutions and contracts of the Housing Authority and may be amended by CALPERS.
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Note 10 (continued)

The Housing Authority’s contributions to CALPERS for the fiscal year ended June 30, 2013 were
as follows:

Trend Analysis
Fiscal Year = Annual Pension Percentage of Net Pension
Plan Ending Cost (APC) APC Contribution _ Obligation
Regular employees  6/30/12 $ 59,757 - 0% $ 59,757
Regular employees  6/30/13 $ 385,177 100% $ 0
Regular employees  6/30/14 $ 342,470 100% $ 0

The above pension costs reflect only the Employer’s required contributions (normal cost) and
exclude the required employee contributions.

Prior to April 22, 2012 workers at the Authority were employees of the City of Alameda, California
and participated in the City’s retirement plan. Information pertaining to this retirement plan is
included in the annual financial report for the City of Alameda.

Note 11 - OTHER POST EMPLOYMENT BENEFITS

Plan Description:

The Authority provides post-employment medical health care benefits to its retired employees and,
in some instances, their spouses. Benefits include coverage in the CALCALPERS health plan. The
Authority pays a portion of the premiums for the medical insurance for retirees. Monthly benefit
amounts for 2014 were $119 for eligible retirees. The majority of costs for medical insurance are the
responsibility of each retiree.

Eligibility:

The Authority’s retirees are eligible for membership in the plan upon retirement. Employees are
eligible for retirement at age 50 and with 10 years of service or upon disability. As of June 30, 2014,
the Authority had one retirec who was eligible for the program and receiving benefits. The Authority
had another 31 active employees, who are eligible for the program, but are not receiving benefits as
they have not yet retired from the Authority.

26



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2014
(Continued)

Note 11 (continued)
Requirements of GASB 45:

The government Accounting Standards Board (GASB) has mandated disclosure of other post
employment benefit (OPEB) liabilities for all government employers beginning in 2009. During
fiscal years prior to 2012 the Authority’s employees were actually employees of the City of Alameda
and not employees of the Authority itself, therefore there was no OPEB obligation or expense
recognized in fiscal years prior to 2012, During fiscal year 2014 the Authority administered this
program on a pay-as-you-go basis and actual costs were expensed as incurred. To comply with
GASB 45, the Authority estimated it’s the present value of the projected benefits of the OPEB
program using the Alternative Measurement Method as permitted by GASB Statements Numbers 43
and 45.

Funding Policy:

The goal of GASB 45 is to match recognition of retiree medical expense with the periods during
which the benefit is earned. The entry age normal cost method effectively meets this goal in most
circumstances. The Authority has adopted an entry age normal cost method to determine the present
value of benefits and the actuarial accrued liability. The plan currently has no assets. The
amortization method is a level percent of payroll. The amortization period is thirty years. The
Authority has adopted a pay-as-you-go policy and is not currently funding this liability above the
monthly requirement. The Authority makes actual monthly payments for its portion of the retirees’
premiums. The payments for 2014 totaled $1,404. The Authority accrued a management determined
estimate of $9,838 at the end of the current fiscal year.

Annual OPEB Cost and Net OPEB Obligation:

The Authority’s annual OPEB costs (expense) is calculated based on the annual required
contribution (ARC) of the employer, an amount actuarially determined in accordance with the
parameters of GASB 45. The ARC represents a level of funding that, if paid on an ongoing basts, s
projected to cover normal cost each year and amortize any unfunded actuarial liabilities (or funding
excess) over a period not to exceed thirty years. Interest on net OPEB obligation is based on the
actuarial interest rate of 2% and is computed on the unfunded amount. There was no interest on the
net OPEB obligation for fiscal year 2014.
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Note 11 (continued)

The following table shows the components of the annual OPEB cost, the amount actually contributed
to the plan, and any changes in the net OPEB obligation.

Annual required contribution $ 9874
Interest on net OPEB obligation -
Adjustment of annual required contribution -

Annual OPEB cost $§ 9874
Annual OPEB Cost $ 9,874
Contributions made (1,404)
Change in net OPEB obligation (asset)

Net OPEB obligation (asset), beginning of year 1,368
Net OPEB obligation (asset), end of year $§ 9838

The Authority’s annual OPEB cost, the percentage of annual OPEB cost contributed to the plan, and
the net OPEB obligation for 2014 is as follows:

Net Ending
Annual OPEB  Actual Employer  Percentage OPEB Obligation
Year Ended Cost Contribution Contributed (Asset)
6/30/13 $ 1,598 $ 230 14.4% $ 1,368
6/30/14 ¥ 9874 $ 1,404 14.2% $ 9,838

Funded Status and Funding Progress:

The funded status of the plan based on an actuarial valuation as of June 30, 2014, was as follow:

Actuarial accrued liability (AAL) $ 41,033
Actuarial value of plan assets -
Unfunded actuarial accrued liability (UAAL) $ 41,033
Funded ratio (actuarial value of plan

Assets/AAL) 0%
Covered payroll $ 2,735,657
UAAL as percentage of covered payroll 1.5%

Actuarial valuations of an ongoing plan involve estimates of the value of reported amounts and
assumptions about the probability of occurrence of events in the future. Actuarially determined
amounts are subject to continual revision as actual results are compared to past expectations and new
estimates are made about the future.
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Note 10 (continued)
Actuarial Methods and Assumptions:

For the actuarial valuation, the entry age normal cost, level percent of pay; closed group method was
used. The actuarial assumptions include a 2% discount rate. A long-term inflation assumption of 2%
was used in developing level percent amortization. The healthcare trend rate assumption is 9% for
2014 grading down to 6% by 2018. The actuarial value of assets is equal to the market value. The
unfunded actuarial accrued liability is being amortized over a period of 30 years as a level percentage
of projected payroll. The amortization period at June 30, 2014 is 30 years reflecting the Authority’s
use of an open amortization period.

Note 11 - JOINT POWERS AGREEMENTS

Workers' Compensation Insurance

The Authority participates in a joint venture under a joint powers agreement (TPA) with the
California Housing Workers' Compensation Authority (CHWCA). CHWCA was formed to provide
workers' compensation insurance coverage for member housing authorities. At December 31, 2013,
there were thirty-three members. The relationship between the Authority and CHWCA is such that

CHWCA is not a component unit of the Authority for financial reporting purposes.

Condensed audited financial information for the year ended December 31, 2013, is as follows:

Total assets $ 23,971,319
Total liabilities (16,767.281)
Total net assets $ 7,204,038
Total revenues $ 4,347,888
Total expenses (4.072,510)
Net decrease in net assets $ 275,378

CHWCA had $16,156,281 of unpaid claims and claim adjustment expenses outstanding at December
31, 2013. The Authority’s share of year end assets, liabilities, or retained earnings has not been
calculated.

Property and Liability Insurance

‘The Authority participates in a joint venture under a joint powers agreement (JPA) with the Housing
Authorities Risk Retention Pool (HARRP). HARRP was formed to provide property and liability
insurance coverage for member housing authorities. At December 31, 2013 there were 87 members.
The relationship between the Authority and HARRRP is such that HARRP is not a component unit of
the Authority for financial reporting purposes.
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Condensed audited financial information for the year ended December 31, 2013 is as follows:

Total assets $ 30,140,684
Total liabilities (10,207,292)
Minority interest -
Total net assets $ 19,933,392
Total revenues $ 8,711,719
Total expenses (12,337,239)
Increase in minority interest 1,235
Net increase (decrease) in net assets $ (3.624.285)

HARRP had $5,648,096 in outstanding claims liabilities at December 31, 2013. The Authority's
share of year end assets, liabilities, or retained earnings has not been calculated.

Note 12 - CONTINGENT LIABILITIES
Federal Grants
The Authority has received funds from various federal, state, and local grant programs. It is
possible that at some future date it may be determined that the Authority was not in compliance
with applicable grant requirements. The amount, if any, of expenditures which may be

disallowed by the granting agencies cannot be determined at this time although the Authority
does not expect such disallowed amounts, if any, to materially affect the financial statements.

Note 13 - SUBSEQUENT EVENTS
Management evaluated all activity of the Authority through November 19, 2014, and

concluded that no subsequent events have occurred that would require recognition in the
financial statements or disclosure in the notes to the financial statements.
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REQUIRED SUPPLEMENTARY INFORMATION
(Other Than The MD&A)
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
REQUIRED SUPPLEMENTARY INFORMATION
AS OF JUNE 30, 2014

Schedule of Funding Progress for OPEB

Unfunded UAAlL asa
Fiscal Actuarial Actuarial Actuarial Actuarial Percentage
Year Valuation Value of Accrued Accrued Funded Covered of covered
Ended Date Assets Liability Liability Ratio Payroll Payroll

June 30, 2013 June 1,2013 8

$ 1,368 $ 41,033 0.0%  $2,620,894  1.6%
June 30,2014  June1,2013 § $

0
0 9,838 § 41,033 0.0%  $2,735,657 1.5%

Note — Prior to April 22, 2012 the employees working at the Authority were actually employees of the City of
Alameda. Effective April 22, 2012, these former city employees officially became employees of the Housing
Authority of the City of Alameda. The Authority’s OPEB information prior to April 22, 2012 was included as a part
of the OPEB valuation information for the City of Alameda as a whole and the Authority’s portion could not be
determined individually.
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OTHER SUPPLEMENTARY INFORMATION
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2014

Federal Grantor CFDA Number  Expenditures
Department of Housing and
Urban Development (HUD):
Direct Programs:
Section 8 Moderate Rehabilitation —
Single Room Occupancy 14.249 $ 195,041
Section 8 Housing Choice Vouchers 14,871 24,664,852
Total U.S. Department of Housing
and Urban Development 24,859,893
Total Federal Expenditures $ 24,859,893

The accompanying Independent Auditors’ Report and notes are an integral part of this statement.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
JUNE 30, 2014

. The Schedule of Expenditures of Federal Awards presents the activities of federal award programs
expended by the Housing Authority of the City of Alameda. The Housing Authority of the City of
Alameda’s reporting entity is defined in Note 1 to the financial statements.

. The accompanying Schedule of Expenditures of Federal Awards includes the federal grant activity of
the City of Alameda Housing Authority under programs of the federal government for the year ended
June 30, 2014. The information in this schedule is presented in accordance with the requirements of the
Office of Managemen{ and Budget (OMB) Circular A-133, Audits of States, Local Governments, and
Non-Profit Organizations. Because the schedule presents only a selected portion of the operations of
NRHA, it is not intended to and does not present the financial position, changes in net position, or cash
flows of the NRHA.

. The Schedule of Expenditures of Federal Awards is presented on the accrual basis of accounting. This is
the same method of accounting as was used in the preparation of the Authority’s basic financial

statements.

The individual program expenditure amounts are calculated based on the program’s total expenditures,
less depreciation expense, plus any transfers out.

. The Housing Authority of the City of Alameda did not pass-through any federal awards to subrecipients
during the fiscal year ended June 30, 2014.
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Aceounring Firm

430 Verbena Court ' (925) 220-1950 -
Pleasant Hill, CA 94523 ' Fax {925) 220-1952
. : wroweassoc@gol.com

"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 Auditets® Report

To the Board of Commissioners
Housing Authority of the City of Alameda
Alameda, Califorhia

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 duditing Siandards
issued by the Comptroller General of the United States, the financial statements of the bushess-type
aclivities, ench major fund, and the aggrepate romaining fund information of the Housing Authority of
the City of Alameda, as of and for the year ended June 30, 2014, and the related notes fo the financial
statements, which collectively comprise the Authority’s basic financial statements and have issued our
report thereon dated November 19, 2014.

Internal Control Over Financial Reporting

In planning and performing cur audit of the financial statements, we considered the Housing Authority
of the City of Alameda’s internal conirol over financial feporting (internal control) to determine the
audit procedures that are approptiate 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 effectivencss of the
Housing Authority of the City of Alameda’s. internal control. Accordingly, we do not express an
opinion on the effectiveness of the Housing Authority of the City of Alameda’s internal control.

A deficiency in Infernal contrpl exists when the design or operation of a control does not alow
management or employees, in the normal conrse of performing their agsipned functions, to prevent or
detect and correct misstatements on a timely basis. A marerial weakness is a deficiency, or a
combination of deficiencies, in iiternal control, such that fhere is a reasonable possibility that a
material misstatement of the entity’s financial statements witl not be prevented, or defected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of deficiencies,
in internal control that is less severe than a material weakness, yet important enough to merit attention
by those charged with-governance.
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Our consideration of intetnal control was for the limited purpose described in the first paragraph of
this sestion and was not designed to identify all deficiencies in internal control fhat might be material
weaknesses ot, significant deficiencies. 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 and not have been identified.

Compliamce and Other Matters

As part of obtaining reasonable assurance about whether the Housing Authority of the City of
Alameda’s financial statements are free of materig] misstatement, we performed tests of its compliance
with eertain 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 comipliance with those provisions was not an objective of our andit,
and accordingly, we do not express such an opinion. The resvits of our tests disclosed no instances of
noncompliance or other miatters that are required to be reported under Goversmment Audifing
Starideards.

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 epinion on the effectiveness of the
entity’s internal conirol or on compliance. This report is an integral part of an audit performed in

accordance with Govermrient Auditing Standards in considering the enlity’s internal control and
compliance. Aecordingly, this cormmumication is not suitable for any other purpose.

Pleasant Hill, California
November 19, 2014
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WALLACE ROWE & ASSOCIATES , o - Accounting F.ir-m'

#30 Verbena Court ' {925) 228-1950
Pleasant Hill, CA 84523 * Fax (925) 229-1952
) ‘ wroweassoc@aol.com

REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM; REPORT ON
INTERNAL CONTROL OVER COMPLIANCE; AND REPORT ON THE SCHEDULE OF

EXPENDITURES OF FEDERAL AWARDS
REQUIRED BY OMB CIRCULAR A-133

Independent Anditors’ Report

To the Board of Commissioners
Housing Authority of the City of Alameda
Alameda, Califsrnia

Report en Compliance for Each Major Program

We have avdited the Housing Auithotity of the City of Alameda’s compliance with the types of
compliance requirements described in the OMB Cireular A-133 C'omphance Supplement that could
have a divect and material effect on each of the Housing Authority of the City of Alameda’s major
federal programs for the year ended June 30, 2014. The Housing Authority of the City of Alameda’s
major programs arc identified in the summary of auditor’s results section of the accompanying
schedule of findings and questioned costs,

Management’s Responsibility

Management is responsible for compliance with the 1equucments of laws, regulations, contracts, and
grants applicable to major federal programs,

Auditors’ Responsibility

Our responsibility is to express an opinion on compliance for each of the Housing Authority of the
City of Alameda’s major federal prograims based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance with auditing standards generally aceeptad in
the Tnited States of America; the standards applicable to financial andits contained in Goverument
Auditing Standards, issued by the Comptroller General of the United States; and OMB Cireular A~
133, Audits of States, Local Governments and Non-Profit Organizations. Those standaids and OMB
Circular A-133 require that we plan and perform the audit to obtain reasoniable asswrance 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 Housing Authority of the City of Alameda's compliance with those
requirements and performing such other procedures as we considered necessary in the circumstances.
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We believe that our audit provides a reasonable basis for our opiiion on compliznee for each major
federal program. However, our audit does not provide a legal determination of the Housing Authority
of the City of Alameda's compliance.

Opinion or Each Major Federal Program

In our opinden, the Housing Autherity of the City of Alameda complied, in all material respects, with
the types of compliance requirements referred to above that could have a direct and material effoct on
each of its major federal programs for the year ended Tune 30, 2014.

Réport on Internal Control Over Compliance

Management of the Housing Authority of the City of Alameda is responsible for establishing and
maintaining effective internal control over compliance with the types of compliance referred to above.
In planning and performing our audit of compliance, we considered the Housing Autherity of the City
of Alameda's intertial control over compliance with the types of tequirements that could have a direct
and material effect on a major federal program 10 determine the auditing procedures that are
appropriate in the circumstanées for the purpose of expressing an opinion on complianee for each
major federal program and to test and report on internal control ever compliance in accordance with
OMB circular A-133, but not for the purpose of expressing an opinion on the effeetiveness of mternal
control over compliance. Acvordingly, we do not express an opinion on the effectiveness of the
Housing Authority of the City of Alameda’s internal control over compliance.

A deficiency in internal conirol 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 defect and correct, noncompliance with a type of compliance
tequirement of a federal program on a timely basis. A material weakness in internal countrol over
complianre is a deficiency, or combination of deficiencies, in internal control over compliance, such
fhat there s a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will notbe prevented, or detected and corrected, on a timely basis. A
significant deficiency in internal control over commplionce is a deficieney, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
progran that is less severe than a material weakness in Intemial control over compliance, yet important
enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was Tor the limited purpese described in the [irst
paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material wedknesses 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.

The putpose of this report on internal control ever compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based .on the requirements of
OMB Circular A-133. Accordingly, this report is not suitable for any other purpose.
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Report on Schedule of Expenditures of Federal Awards Required by OMB Circular A-133

We have audited the financial statements of the busmess-type activities, the one major fund, and the
aggregate remaining fund information of the Houging Authority of the City of Alameda as of and for
the year ended June 30, 2014, and the related notes to the financial statements, which collectively
comprise the Housing Authority of the City of Alameda’s basic finanejal statements. We issued our
report thereon dated November 19, 2014, which contained unmodified opinions on those financial
statements. Our audit was conducted for the purpose of forming opinions on the financial statement
that collectively eomprise the basic financial statements. The accompanying schedule of expenditures
of federal awards is presented for purposes of additional analysis as required by OMB Circular A-133
and is not a required part of the basic financial stateinents. Such information is the responsibility of
management and was derived from and rélates directly to the underlying aceounting and other records
msed to prepare the basic finaneiul statemenits. The infermation has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, inchading
comparing and reconciling such information directly to the nnderlying accounting and other records
used to prepare the basic findncial statemients ot to the basic financial statements themselves, and other
additicoal procedures in accordatice with suditing standards generally accepted in the United States of
America, In our epinion, the schedule of expenditures of federal awards is faitly stated in all material
respects in relation to the basic financial statements as 2 whole.

Pleagant ITill, Cafifornia
November 19, 2014

47



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
STATUS OF PRIOR AUDIT FINDINGS
JUNE 30, 2014

The previous audit report for the year ended June 30, 2013 contained one audit finding. As of June 30, 2014
this finding had been resolved and no longer continued to exist.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

JUNE 30, 2014
Section I - Summary of Auditors' Results
Financial Statements
Type of auditors' report issued: unqualified
Internal control over financial reporting:
Material weaknesses identified? no
Reportable conditions identified not considered material weaknesses? no
Noncompliance material to financial statements? no
Federal Awards
Internal control over major programs:
Material weaknesses identified? no
Reportable conditions identified not considered material weaknesses? no
Type of auditors' report issued on compliance for major programs: unqualified

Any audit findings disclosed that are required to be reported in
accordance with A-133, Section .510(a)? no

Identification of major programs:

Section 8 Housing Choice Vouchers 14.871
Dollar threshold to distinguish between Type A and Type B programs $745,797
Auditee qualified as low risk auditee? yes
Section I - Financial Statement Findings no
Section I1I - Federal Award Findings no
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