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WALLACE ROWE & ASSOCIATES
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430 Verbena Court {925) 229-1950
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INDEPENDENT AUDITORS' REPORT

To the Board of Commissioners
Housing Authority of the

City of Alameda
Alameda, California

We have audited the accompanying financial statements 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 and for the year ended June 30, 2012, which collectively comprise the Authority’s basic financial
statements as listed in the table of contents. These financial statements are the responsibility of the Housing
Authority of the City of Alameda, California’s, management. Our responsibility is to express opiniouns on
these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financidl audits contained in Government Auditing Standards,
issued by the Comptroller of the United States. Those standards require that we plan and perform the audit -
to obtain reasonable assurance about whether the financial statements are free of material misstatement. An
audit includes consideration of internal control over financial reporting as a basis for designing audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the Authority’s internal control over financial reporting. Accordingly, we express no such
opinion. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in
the financial statements, assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that our audit
provides a reasonable basis for our opinions.

In our opinion, based on our audit, the basic financial statements referred to above present fairly, in all
material respects, the financial 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,
2012, and the respective changes in financial position, and cash flows, where applicable, thercof for the year
then ended in conformity with accounting principles generally accepled in the United States of America.



In accordance with Government Auditing Standards, we have also issued our report dated September 28,
2012, on our consideration of the Housing Authority of the City of Alameda, California’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreemenis and other matters. The purpose of that report is to describe the scope of our
testing of internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on the internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards and should be
considered in assessing the results of our audit.

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis, as listed in the table of contents, be presented to supplement the basic financial
statements. Such information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting
for placing the basis financial statements in an appropriate operational, economic or historical context. We
have applied certain limited procedures to the required supplementary information in accordance with
auditing standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for consistency
with management’s responses to our inquiries, the basic financial statements, and other knowledge obtained
during our audit of the basic financial statements. We do not express an opinion or provide any assurance on
the information because the limited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance.

Our audit was performed for the purpose of forming opinions on the financial statements that collectively
comprise the Housing Authority of the City of Alameda, California’s financial statements as a whole. The
accompanying supplementary information which includes the Schedule of Expenditures of Federal Awards
and the Financial Data Schedule are presented for purposes of additional analysis as required by the U.S.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations, and the U.S. Department of Housing and Urban Development, and are not a required part of
the basic financial statements of the Housing Authority of the City of Alameda, California. Such
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and, in our opinion, are fairly stated in all material respects in relation to the basis financial
statements taken as a whole.

Lrlhoey oin o BvocenTTa

September 28, 2012



MANAGEMENT’S DISCUSSION AND ANALYSIS

As management of the Housing Authority of the City of Alameda (the Authority) we offer readers of the
Authority’s financial statements this narrative, overview and analysis of the financial activities of the Authority
for the fiscal year ended June 30, 2012. We encourage readers to consider the information presented here in
conjunction with the Authority’s financial statements as presented in this report.

The financial statements for the fiscal year 2012 are being issued in the format prescribed by the provisions of
Government Accounting Standards Board Statement Number 34 (or GASB 34), which requires the Authority
to provide this overview of its financial statements for the fiscal year. Please read it in conjunction with the
Basic Financial Statements.

The Housing Authority of the City of Alameda primarily provides housing assistance to low income families
and individuals. The primary sources of funding are through governmental grants received from the U.S.
Department of Housing and Urban Development (“HUD?), and rent collections from its owned units.

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

e As stated above, the two primary sources of revenue are governmental grants and rents collected from
owned units. These combined amounts totaled $33,742,095 in fiscal year 2012 as compared to
$32,349,931 in fiscal year 2011.

o The assets of the Authority exceeded its liabilities at June 30, 2012 by $29,695,360, as opposed to
$27,389,804 at June 30, 2011.

e Total assets at June 30, 2012 were $67,933,916. Of this, $21,981,372 represents current assets,
$45,952,544 are non-current asscts consisting of $13,720,286 of notes receivable and $32,232,258
invested in capital assets, net of accumulated depreciation.

e Cash, cash equivalents, and investment balances for the fiscal year 2012 were $15,350,108,
representing an increase of $2,411,049 over the prior year’s balance of $12,939,059.

e Operating revenmues for the fiscal year 2012 were $34,178,289 and operating expenses were
$31,316,711.

s Additions to fixed assets for the fiscal year amounted to $1,051,171. There were no fixed assets either
sold or otherwise disposed of during fiscal year 2012. Fixed assets are reflected at cost, less
accumulated depreciation.

» Expenditures of Federal Awards amounted to $25,090,410.

The major program expenditure, as reflected on the Statement of Revenues, Expenses, and Changes in
Net Assets, was for Housing Assistance Payments.

= Total expenditures for Housing Assistance payments were $23,365,830 for the fiscal year 2012. This
reflects an increase of $640,953 from fiscal year 2011 balance of $22,724,877.

¢ Long term liabilities decreased by $382,637 from June 30, 2011 to June 30, 2012.

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 Assets, Statement of Changes in Net Assets, Statement
of Cash Flows and Notes to the Financial Statements.



Fund Financial Statements. A fund is a grouping of related accounts that is used to maintain confrol 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 responsibilitics 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 activities 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 Assets. The focus of enterprise funds is on income measurement, which
together with the maintenance of equity is an important financial indication.

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

The Statement of Changes in Net Assets presents information showing how the Authority’s net assets changed
during the most recent fiscal year. All changes in net assets 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 Authority’s cash and cash equivalents during the most
recent fiscal year.

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

Supplemental Information

The schedule of expenditures of Federal awards is presented for purposes of additional analysis as required by
the U.S. Office of Management and Budget Circular A-133, Audits of States, Local Governments and Non-
Profit Organizations. The schedule of Federal Awards can be found in the Supplemental Information section
of this report.

Financial Analysis

As we noted earlier, the Authority uses funds to help it control and manage money for particular purposes. A
portion of the Authority’s net assets refiect 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.

As indicated in the Financial Highlights, the net assets of the Authority increased during the fiscal year. The
Authority receives subsidies and administrative fees to operate the Housing Choice Voucher program. During
the fiscal year HUD once again notified Public Housing Authorities of the method in which the subsidies
would be calculated.



Debt
The long-term debt includes mortgage loans and notes payable. We present more detail about our long-term
liabilities in Note 5 to the financial stafements.

Economic Factors

The Authority is primarily dependent upon HUD for the funding of operations. Therefore, the Authority is
affected more by the federal budget than by state or local economic conditions. Changes in HUD subsidy
affects the number of households that can be assisted under these federally funded programs on an ongoing
basis. Due to the increasing need for affordable housing, it appears that funds received under these programs
will be fully utilized.

Budgetary Highlights

An agency-wide budget was prepared for the fiscal year ended June 30, 2012. 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.

HOUSING AUTHORITY OF THE CITY OF ALAMEDA
COMPARATIVE STATEMENT OF NET ASSETS

JUNE 30, 2012
Enterprise Fund Percentage
2012 2011 Change

Assets
Current Assets $ 21,981,372 § 13,196,243 66.6%
Notes receivable 13,720,286 243,109 5,543.7
Capital Assets (net of accumulated depreciation) 32,232,258 32,334,795 (0.3)

Total Assets $ 67933916 § 45774147 48.4%
Liabilities
Current Liabilitics $ 22207361 § 1,970,511 1027.0%
Non-current Liabilities 16,031,195 16,413,832 (2.3)

Total Liabilities 38.238.,556 18,384,343 108.0
Net Assets
Invested in Capital Assets, net of related debt 15,885,439 15,613,155 1.6
Restricted Assets 2,563,377 2,267,987 13.0
Unrestricted Assets 11,246,544 9,508,662 18.3

Total Net Assets § 29695360 § 27389804 8.4%




HOUSING AUTHORITY OF THE CITY OF ALAMEDA

COMPARATIVE STATEMENT OF ACTIVITIES

YEAR ENDED JUNE 30, 2012
Enterprise Fund Percentage
2012 2011 Change

Operating Revenues
Grants $ 30,647,144 § 29,390,234 4.3%
Rents 3,094,951 2,959,697 4.6
Other 436.194 249.207 75.0

Total Operating Revenues 34,178,289 32,599,138 4.8
Operating Expenses
Administration 3,268,169 3,147,282 3.8
Utilities 556,437 541,663 2.7
Maintenance 2,425,928 2,415,993 0.4
Tenant services 122,593 117,600 4.2
Protective services 210,000 210,000 0.0
General 214,047 215,327 (0.60)
Housing Assistance Payments 23,365,830 22,724 877 2.8
Depreciation 1,153,707 1.080.454 6.8

Total Operating Expenses 31,316,711 30.453.196 2.8

Operating Income (Loss) 2,861,578 2,145,942 333
Non-Operating Revenue (Expenses)
Investment Income 60,350 53,212 13.4
Interest Expense (616,372) (624,550) (1.3)
Gain on Acquisition of Capital Assets - 1,750,939

Net Non-Operating Revenue (Loss) (556.022) 1,179,601 (147.1)

Increase (decrease) in net assets 2,305,556 3,325,543 (30.7)
Net Assets, Beginning of Year 27.389.804 24.064.261 13.8
Net Assets, End of Year $ 29695360 §$ 27,389,804 8.4%




Capital Assets

The Authority’s investment in capital assets, net of accumulated depreciation for its business-type activities as
of June 30, 2012 was $32,232,258 as reflected below. Additional information for the Authority’s capital assets
are found in Note 4 to the financial statements.

CAPITAL ASSETS
(Net of Accumulated Depreciation)
JUNE 30,
Percentage
2012 2011 Change
Non-Depreciable Assets:
Land $ 13,412,054 § 13,412,054 0.0%
Depreciable:
Buildings and improvements 18,771,539 18,851,844 (0.4)
Equipment 48,665 70.897 (31.4)
Total $ 32232258 § 32334795 (0.3)%

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 Manager at the Housing Authority of the City of Alameda, 701
Atlantic Avenue, Alameda, CA 94501.



HOUSING AUTHORITY OF THE CITY OF ALAMEDA

STATEMENT OF NET ASSETS
PROPRIETARY FUNDS
JUNE 30, 2012
ASSETS
Current Assets:

Cash and investments (Note 3)
Due from other governments
Tenant accounts receivable
(net of allowance for doubtful accounts)
Accounts receivable - other
Interest receivable
Prepaid expenses
Inventory
Total current assets

Notes receivable
Capital assets, net of accumulated depreciation
of $18,689,102 (Note 4)
Total noncurrent assets
Total assets
LIABILITIES
Current Liabilities:
Accounts payable-vendors
Interest payable
Tenant security deposits
Accrued liabilities
Deferred revenue (Note 11)
Notes payable - current
Compensated absences
Total current liabilities
Long term debt (Note 5)
Compensated absences
Notes payable
Total noncurrent liabilities
Total liabilities
NET ASSETS
Invested in capital assets, net of relaied debt
Restricted
Unrestricted
Total Net Assets

Enterprise Fund
Housing

15,350,108
6,378,226

79,637
48,527
31,304
84,735

8.835

21,981,372

13,720,286

32,232,258

45,952,544

67.933.916

443
718,744
488,876
620,735

19,874,717
396,560
107.286

22,207,361

80,936
15,950,259

16,031,195

38,238,556

15,885,439
2,563,377
11,246,544

29,695,360

The accompanying notes are an integral part of this statement.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
STATEMENT OF REVENUES, EXPENSES, AND

CHANGES IN NET ASSETS -
PROPRIETARY FUND TYPES
FOR THE YEAR ENDED JUNE 30, 2012

Ogérating Revenues
Grants

Rents
Other

Total operating revenues

Operating Expenses
Administration
Utilities
Maintenance
Tenant services
Protective services
General
Housing assistance payments
Depreciation

Total operating expenditures
Operating income (loss)
Non-Operating Revenues (Expenses)

Investment income
Interest expense

Net non-operating revenue (expenses)
Change in net assets
Net assets, beginning of year

Total net assets, ending

Enterprise Fund
Housing

$ 30,647,144
3,094,951
436.194

34,178,289

3,268,169
556,437
2,425,928
122,593
210,000
214,047
23,365,830
1,153,707

31,316,711

2,861,578

60,350
(616,372)

{556,022)

2,305,556

27.389.804

$ 29.695.360

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, 2012

Enterprise Fund

Housing
Cash flows from operating activities:
Cash received from grants § 30,646,760
Cash received from rents 3,083,337
Other cash receipts 415,422
Cash payments to suppliers, consultants, and landlords (29,398,083)
Cash payments to employees (469.114)
Net cash provided (used) in operating activities 4,338,322
Cash flows from capital and related financing activities:
Acquisition of fixed assets (1,051,171)
Principal paid on capital debt (374,821)
Interest paid on capital debt (563,286)
Net cash (used) by capital and related financing activities {1.989,278)
Cash flows from investing activities:
Interest received 62,005
Net cash provided by investing activities 62.005
Net increase (decrease) in cash 2,411,049
Cash at beginning of year 12,939,059
Cash at end of year § 15,350,108

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income (loss) $ 2,861,578
Adjustments to reconcile operating income (loss) to
net cash provided (used) by operating activities:

Depreciation 1,153,707
Changes in assets and liabilities:

Increase in accounts receivable (32,586)
Increase in due from other governments (381)
Decrease in prepaid expenses : 53,764
Decrease in inventories 811
Increase in accounts payable 52
Increase in tenants’ security deposits payable 24,820
Increase in compensated absences 32,270
Increase in other accrued liabilities 244.090
Net cash used by operating activities h 4,338,322

The accompanying notes are an integral part of this statement.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012

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 are appointed by the Alameda, California City Council. 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.

During the year ended June 30, 2012, the Authority did not exercise oversight responsibility over any
other organizations. The financial statements present information for the activities of only that portion
of funds and account groups of the Housing Authority of the City of Alameda. These financial
statements do not present information of any other component unit or department of the City of
Alameda.

Note 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

A. Basis of Presentation
The accompanying financial statements are presented on the basis set forth in Government
Accounting Standards Board Statement 34, Basic Financial Statements-and Management’s
Discussion and Analysis-for State and Local Governments. GASB 34 requires that the financial
statements described below be presented.

Government-wide Statements: The Statement of Net Assets and Statement of Activities display
information about the primary government (the Authority). These statements include the financial
activitics of the overall Authority. These statements distinguish between the governmental and
business-type activities of the Authority. Business-type activities are financed in whole or in part
by fees charged to external parties. There were no governmental type activities for the Authority
for fiscal year 2012.

The Statement of Activities presents a comparison between direct expenses and program revenues
for each segment of the business-type activities of the Authority and for each function of the
Authority’s governmental activities (if such activities were to exist). Direct expenses are those that
are specifically associated with a program or function and, are clearly identifiable to a particular
function. Program revenues include grants and contributions that are restricted to the operations of
a particular program. Revenues that are not classified as program revenues are presented as general
revenues. Revenues such as operating grants, rents, and other miscellaneous fees are recorded as
operating revenues. Revenues such as investment carnings are recorded as non-operating revenues.

11



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)
Note 2 (continued)

Fund Financial Statements: The fund financial statements provide information about the Authority’s
funds. The emphasis of fund financial statements is on major individual governmental funds, each of
which is displayed in a separate column. There are 110 governmental fund types for this Authority.

Fiduciary Funds: The Private Purpose Trust Fund accounts for assets held in trust for the benefit of
individuals, private organizations, and other governments.

B. Basis of Accounting

The government-wide financial statements are reported using the economic resources measurement
focus and the fill 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.

Revenue from grants and donations are recognized in the fiscal year in which all eligibility
requirements have been satisfied.

Proprietary Fund Types

Proprictary funds use the economic resources measurement focus. The accounting objectives are a
determination of net income, financial position and cash flows. All assets and liabilities associated with
a proprictary fund’ s activities are included on its balance sheet. Proprietary fund equity is segregated
into contributed capital and retained earnings.

Fiduciary Fund Types

Fiduciary funds are unlike all other types of funds, reporting only assets and liabilities. So fiduciary
funds cannot be said to have a measurement of focus. Since they do not report equity, they cannot
present an operating statement reporting changes in equity. They do, however, use the accrual basis of
accounting to recognize receivables and payables.

C. Fixed Assets

Fixed assets are valued at historical cost. Contributed general fixed assets are recorded at fair market
value at the time received. Interest expense incurred during the development period is capitalized.

Fixed assets include all land and site improvements thereon; all dwelling and non-dwelling structures,
including fixtures permanenily attached thereto or installed in a fixed position; and all items of
nonexpendable equipment acquired and held for the projects. It also includes items of expendable
equipment paid for from funds provided for the development of the projects.

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

12



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)

Note 2 (continued)

Depreciation is charged to operations using the siraight-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
Equipment and vehicles 5 to 10 years

D. Receivables

All receivables are reported at their gross value tenants’ accounts receivable which will be reduced by an
allowance for doubtful accounts if such an amount is considered applicable.

E. Income Taxes
The Authority is exempt from Federal Income and California Franchise Taxes.

F. Encumbrances
Encumbrance accounting is not employed by the Authority.

G. Inventories
Inventory is valued at the lower of cost or market on a first-in, first-out basis. Inventory consists
of expendable maintenance supplies held for consumption. The purchase method is used to
account for inventories. Under the purchase method, inventories are recorded as expenditures
when purchased; however, material amounts of inventories on hand at the fiscal year end are
reported as assets.

H. Employee Leave Benefits
Regular full-time employees earn from 10 to 25 vacation days per year, depending upon their
length of employment. Each employee also earns 12 sick leave days per year. Unused annual
leave may be accumulated not to exceed 10 days in addition to that accrued in the current
calendar year. Unused sick leave will be allowed to accumulate, however, no sick leave is paid
{o the employee upon his termination from the Authority. An employee terminating employment
shall be paid for any accumulated annual leave at their current houtly rate of pay.

I. Operating and Non-Operating Revenues and Expenses

Proprietary fund operating revenues, such as charges for services, result from exchange
transactions associated with the principal activity of the fund. Exchange transactions are those
in which each party receives and gives up essential equal values. Non-operating revenues such
as subsidies and investment earnings, result from non-exchange transactions or ancillary
activities. Operating expenses for proprietary funds include the cost of sales and services,
administrative expenses, housing assistance payments to landlords, and depreciation on capital
assets. Expenses not meeting this definition are reported as non-operating expenses.

13



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)

Note 2 (continued)

Note 3

J. Grant Restrictions
The Authority has received loans and grants from the U.S. Department of Housing and Urban
Development to build and improve housing projects. The grants require that only individuals
and families that meet various income, age and employment standards be housed or aided.

K. Subsequent Events

Subsequent events have been evaluated through the date the financial statements were available
to be issued, which was September 28, 2012.

- CASH AND INVESTMENTS

A. 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 collateral for these
deposits. Under California Law this collateral is held in a separate investment pool by
another institution 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 investment
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 adjusiments in
income for that fiscal year.

Cash and cash equivalents are considered to be liquid assets for purposes of measuring
cash flows.

14



HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
{Continued)

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 investments as of June 30, 2012 are as follows:

Cash and cash equivalents $ 14,658,568
Investments with trustees 691,540
Total cash and investments $ 15,350,108

The $14,658,568 of cash and equivalents reflects $1,589,323 maintained on deposit in banks,
$250 of petty cash, and $13,068,995 deposited in the State of California Local Agency
Investment Fund (LAIF). Of the amounts deposited inte banks and certificates of deposit,
$250,000 is covered by federal deposit insurance. The remaining $1,339,223 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 $691,540 of investments with trustees reflects amounts held by trust departments of various
Authority lending agencies. These amounts will be used for future rehabilitation and operating
costs of the Authority’s multifamily projects. Investments are carried at fair value.

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 cettain
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) Upon 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%
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2012
(Continued)
Note 3 (continued)
Negotiable Certificates of Deposit N/A AA 30% N/A
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  Upon Demand 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  1n 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.8. 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.8. Treasury Bills, Notes
and Bonds No Limit N/A No Limit No Limit
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS

JUNE 30, 2012
(Continued)
Note 3 (continued)

For Non U.S. Department of

Housing and Urban

Development Funds

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

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

Obligations 5 Years AA 30% -

E. Interest 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:

30%
N/A
No Limit
No Limit

No Limit
30%
No Limit
No Limit
No Limit
No Limit

No Limit

12 Months One to More Than
Investment Type or Less Five Years Five Years Total
U.S. Treasury Notes and Bills $ 691,540 % - 3 - $ 691,540
Local Agency Investment Fund 13.068,995 - - 13.068.995
Total Investments $ 13,760,535 § - 3 - § 13.760,535
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)

Note 3 (continued)

Note 4 -

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, 2012
for each Authority investment type as provided by Standard and Poor’s except as noted:

Investment Type
Not Rated:
Local Agency Investment Fund $ 13,068,995

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 securities, mutual funds and external investment pools. At June 30,
2012 there were no investments of this type.

FIXED ASSETS

The following is a summary of the Authority’s changes in fixed assets for the fiscal year ended
June 30, 2012:

Balance Balance
7/1/11 Additions Deletions 6/30/12
Land $ 13,412,054 § - 3 - % 13,412,054
Buildings &
Improvements 36,160,985 1,051,171 - 37,212,156
Equipment 297,150 - - 297,150
$ 49870189 $§ 1,051,171 - 50,921,360
Less accumulated
Depreciation (18.689,102)
Fixed assets, net $ 32.232.258
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)
Note5 - LONG-TERM DEBT

Following is a summary changes in long-term debt for the year ended June 30, 2012:

Balance Balance Current
7/1/11 Additions  Deletions 6/30/12 Portign
ARCS Comm. Co.LP. § 6,189,550 $ $ 122,697 $ 6,066,853 $ 130,051

Greystone Financial 8,120,990 - 234,034 7,886,956 247,408
Notes Payable —

City of Alameda 1,083,578 - 1,338 1,082,240 1,353
Note Payable —

County of Alameda 942,650 - - 942,650 -
Notes Payable - Other 384,872 - 16,752 368,120 17,748
Compensated Absences 155,952 __ 32270 - 188.222 -

$16,877,592 § 32270 § 374821 $16.535.041 $ 396,560

The following is a schedule of debt payment requirements to maturity for long-term obligations
other than compensated absences:

Year Ending Total
__June 30 Principal Interest _Payments _
2013 $ 396,560 § 602,798 $ 999358
2014 419,508 584,334 1,003,842
2015 443 785 584,334 1,028,119
2016 469,469 544,156 1,013,625
2017 496,640 522315 1,018,955
2018-2022 2,949,179 2,237,313 5,186,492
2023-2027 3,881,089 1,469,086 5,350,175
2028-2032 4,060,619 520,596 4,581,215
2033-2037 1,336,941 49,555 1,386,496
2038-2042 46,846 - 46,846
2043-2047 41,221 - 41,221
2048-2052 33,638 - 33,638
2053-2057 828,628 - 828,628
2058-2062 - - -
2063-2067 942.696 1,933,741 2,876,437

$ 16346819 $ 9048228 $.25,395,047
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)
Note 5 (continued)

The deed of trust note dated April 1, 2005 of $6,800,000 for the Parrot Village and Eagle
Village Apartments with ARCS Commercial Co. L.P. accrues interest at a variable rate based
upon the weekly short term bond reset rate. The note requires annual payments of principal
and interest in amounts at least totaling $340,016. The note matures April 15, 2035. The
outstanding balance on the note at June 30, 2012 was $6,066,853.

Four other notes are 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
$368,120 as of June 30, 2012.

Issued during the fiscal year ended June 30, 1997 were two deferred loans from the City of
Alameda. These loans were issued for $518,600 and carry no interest rate. 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, 2012 was $512,240.

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 mortgage note payable to Greystone Servicing Corporation was entered into on August
25, 1998. It is payable in monthly installments of $56,705, including principal and interest at
5.57%. Final payment is due February 1, 2031. The outstanding balance on this loan at June
30, 2012 was $7,886,956.

The Authority entered info 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 info 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, 2012 was $916,400.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)
Note 5 (continued)

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, 2012 is $26,250. This note bears no inferest. 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.

Note 6 - 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 scparation from the Authority. Accrued vacation leave has
been valued by the Authority and has been recorded at $188,222 as of June 30, 2012.

It is the Authority’s policy to permit employees to accumulate earned but unused sick leave,
however, the value of unused sick leave is nof payable upon separation form the Authority.

Note 7 - 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, 2012 under the lease agreement was $1.

At June 30, 2012, the future rental income required under the lease for the land is as follows:

Fiscal Year
Ending
2013
2014
2015
2016
2017

Thereaftcr

o J S Gy Sy SR

o))

;
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)

Note 8 - PENSION PLAN
Public Employees Retirement System

Plan Description: Effective April 22, 2012 the Authority became a member of the California
Public Employees Retirement System (PERS), a cost sharing multiple-employer defined pension
plan administered by PERS. The PERS provides retirement and disability benefits, annual cost-of-
living adjustments, and death benefits to plan members and beneficiaries. PERS acls 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 PERS issues a publicly available {inancial report that includes financial statements
and required supplementary information for the PERS. 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 to contribute
at an actuarially determined rate. The current rate for the Authority is 12.447% 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
PERS. The Housing Authority’s confributions to PERS for the fiscal year ended June 30, 2012
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 $ 60,000 0% $ 60,000

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.
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NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)
Note 9 - JOINT POWERS AGREEMENTS

Workers' Compensation Insurance

The Authority participates in a joint venture under a joint powers agreement (JPA) with the
California Housing Workers' Compensation Authority (CHWCA). CHWCA was formed to
provide workers' compensation insurance coverage for member housing authorities. At December
31, 2011, 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, 2011, is as follows:

Total assets $ 22,820,914
Total Habilitics (13.764.696)
Total net assets $ 9.056.218
Total revenues $ 4,859,639
Total expenses (8.892.,349)
Net decrease in net asscts $ (4.032,710)

CHWCA had $13,152,596 of unpaid claims and claim adjustment expenses outstanding at
December 31, 2011. 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
lability insurance coverage for member housing authorities. At December 31, 2011 there were 86
members. The relationship between the Authority and HARRP is such that HARRP is not a
component unit of the Authority for financial reporting purposes.

Condensed audited financial information for the year ended December 31, 2011 is as follows:

Total assets $ 32,768,241
Total liabilities (6,705,607}
Minority interest (15,133)
Total net assets $ 26,047.501
Total revenues $ 6,481,035
Total expenses (7,268,446)
Minority income (5.116)
Net increase (decrease) in net assets $  (792.527)

HARRP had $2,228,699 in outstanding claims liabilities at December 31, 2011. The Authority's
share of year end assets, liabilities, or retained earnings has not been calculated.
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Note 10 -

Note 11 -

HOUSING AUTHORITY OF THE CITY OF ALAMEDA
NOTES TO THE FINANCIAL STATEMENTS
JUNE 30, 2012
(Continued)
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.

SUCCESSOR AGENCY TRUST FOR ASSETS OF FORMER REDEVELOPMENT
AGENCY

On December 29, 2011, the California Supreme Court upheld Assembly Bill 1X 26 (“the
Bill”) that provides for the dissolution of all redevelopment agencies in the State of
California.

The Bill provides that upon dissolution of a redevelopment agency another unit of local
government will agree to serve as the “successor agency” to hold the assets of the prior
redevelopment agency until they are distributed to other units of state and local governments.
On January 4, 2012 the Housing Authority of the City of Alameda’s Board of
Commissioners elected to become the Successor Agency for the Low and Moderate Income
Housing Assets for the former Community Improvement Commission of the City of
Alameda.

After enactment of the law, which occurred on June 28, 2011, redevelopment agencies in the
State of California cannot enter into new projects, obligations, or commitments. Subject to
the control of a newly established oversight board, remaining assets can only be used to pay
enforceable obligations in existence at the date of dissolution (including the completion of
any unfinished projects that were subject to legally enforceable contractual commitments).

In future fiscal years, successor agencies will only be allocated revenue in the amount that is
necessary to pay estimated annual installment payments on enforceable obligations of the
former redevelopment agency until all enforceable obligations of the prior redevelopment
agency have been paid in full and all assets have been liquidated.

The Bill directs the State Controller of the State of California to review the propriety of any
transfers of assets between redevelopment agencies and other public bodies that occurred
after January 1, 2011. If the public body that received such transfers is not contractually
commifted to a third party for all the expenditure or encumbrance of those assets, the State
Controller is required to order the available assets to be transferred to the public body
designated as the successor agency by the Bill.
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(Continued)

Note 11 {continued)

Management believes, in consultation with legal counsel, that the obligations of the former
redevelopment agency due the Authority are valid enforceable obligations payable by the
successor agency under the requirements of the Bill. The Authority’s position on this issue is
not a position of settled law and there is considerable legal unceriainty regarding this issue. It
is reasonably possible that a legal determination may be made at a later date by an
appropriate judicial Authority that would resolve this issue unfavorably to the Authority.

In accordance with the timeline set forth in the bill (as modified by the California Supreme
Court on December 29, 2011) all redevelopment agencies in the State of California were
dissolved and ceased to operate as a legal entity as of February 1, 2012.

Prior to that date, the final seven months of the activity of the redevelopment agency
continued to be reported in the funds of the Community Improvement Commission of the
City of Alameda. After the date of dissolution, the asseis and activities of the dissolved
redevelopment agency are reported in the financial statements of the Housing Authority of
the City of Alameda.

At June 30, 2012 the Authority had received $19,874,717 of assets to be used to pay
enforceable obligations of the prior Community Improvement Commission of the City of
Alameda. These amounts are reflected as deferred revenues on the Statement of Net Assets
for the Authority at June 30, 2012.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED JUNE 30, 2012

Federal Grantor CFDA Number  Expenditures
Department of Housing and
Urban Development (HUD)
Direct Programs:
Section 8 Housing Choice Vouchers 14.871 $ 24,886,755

Section 8 Moderate Rehabilitation -
Single Room Occupancy 14.249 203,655

Total federal expenditures, all U.S. Department
of Housing and Urban Development $ 25.090.410

This statement was prepared on the accrual basis of accounting.

The accompanying Independent Auditors’ Report and notes are an integral part of this statement.
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WALLACE ROWE & ASSOCIATES Accounting Firm

430 Verbena Court (925) 229-1950
~_ Pleasant Hill, CA 94523 Fax (925) 229-1952

wroweassoc@aol.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

To the Board of Commissioners
Housing Authority of the

City of Alameda
Alameda, California

We have audited the financial statements of the Housing Authority of the City of Alameda,
California, as of and for the year ended June 30, 2012, and have issued our report thereon dated
September 28, 2012. We conducied our audit in accordance with auditing standards generally
accepted in the United States of America and the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States.

Internal Control Over Financial Repoiting

Management of the Housing Authority of the City of Alameda, California is responsible for
establishing and maintaining effective internal control over financial reporting. In planning and
performing our audit, we considered the Housing Authority of the City of Alameda’s internal control
over financial reporting as a basis for designing our auditing procedures for the purpose of
expressing our opinion on the financial statements, but not for the purpose of expressing an opinion
on the effectiveness of the Authority’s internal control over financial reporting. Accordingly, we do
not express an opinion on the effectiveness of the Housing Authority of the City of Alameda,
California’s internal control over financial reporting.

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
combination of deficiencies, in internal conirol, 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.
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Our consideration of internal control over financial reporting was for the limited purpose described
in the first paragraph of this section and was not designed to identify all deficiencies in internal
control over financial reporting that might be deficiencies, significant deficiencies or material
weaknesses. We did not identify any deficiencies in internal control over financial reporting that we
consider to be material weaknesses, as defined above.

Compliance and Other Matiers

As part of obtaining reasonable assurance about whether the Housing Authority of the City of
Alameda, California’s financial statements are free of material misstatement, we performed tests of
its compliance with cerfain 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 audif 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.

This report is intended solely for the information and use of the management, the Board of
Commissioners, others within the entity, and the U.S. Department of Housing and Urban
Development and is not intended to be and should not be used by anyone other than these specified

parties.

September 28, 2012
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WALLACE ROWE & ASSOCIATES - Accounting Firm

430 Verbsna Court (925) 229-1950
_ Pleasant Hill, CA 94523 Fax (925) 229-1952

wroweassoc@aol.com

REPORT ON COMPLIANCE WITH REQUIREMENTS THAT COULD HAVE A
DIRECT AND MATERIAL EFFECT ON EACH MAJOR PROGRAM
AND ON INTERNAL CONTROL OVER COMPLIANCE
IN ACCORDANCE WITH OMB CIRCULAR A-133

To the Board of Commissioners
Housing Authority of the

City of Alameda
Alameda, California

Compliance

We have audited the Housing Authority of the City of Alameda, California’s compliance with the types of
compliance requirements described in the U.S. Office of Management and Budget (OMB) Circular A-133
Compliance Supplement that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2012. The Housing Authority of the City of Alameda, California’s major
programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements of laws, regulations, contracts and grants
applicable to each of its major federal programs is the responsibility of the Housing Authority of the City of
Alameda, California’s management. Our responsibility is to express an opinion on the Housing Authority of
the City of Alameda, California's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and OMB Circular A-133, Audits of
States, Local Governments and Non-Profit Organizations. Those standards and OMB Circular A-133
require that we plan and perform the audit to obtain reasonable assurance about whether material
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, California's compliance with those requirements and
performing such other procedures as we considered necessary in the circumstances. We believe that our
audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of the
Housing Authority of the City of Alameda, California's compliance with those requirements.

In our opinion, the Housing Authority of the City of Alameda, California complied, in all material respects,

with the requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended June 30, 2012.

30



Internal Control Over Compliance

Management of the Housing Authority of the City of Alameda, California is responsible for establishing and
maintaining effective internal control over compliance with requirements of laws, regulations, contracts and
grants applicable to federal programs. In planning and performing our audit, we considered the Housing
Authority of the City of Alameda, California's internal control over compliance with the requirements that
could have a direct and material effect on a major federal program to determine the auditing procedures for
the purpose of expressing our opinion on compliance and to test and report and report on internal control
over compliance in accordance with OMB Circular A-133, 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 Housing Authority of the City of Alameda, California’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.

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 deficiencies, significant deficiencies, or material weaknesses. We did not identify
any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined
above.

This report is intended solely for the information and use of management, the Board of Commissioners,
others within the entity, and federal awarding agencies and is not intended and should not be used by
anyone other than these specified parties.

September 28, 2012
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
STATUS OF PRIOR AUDIT FINDINGS
JUNE 30, 2012

The audit report for the fiscal year ended June 30, 2011, contained one audit finding regarding errors noted
in the calculation of the individual housing assistance payments for participants in the Housing Choice
Voucher Program. This finding did not continue to exist during the fiscal year ended June 30, 2012.
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HOUSING AUTHORITY OF THE CITY OF ALAMEDA
SCHEDULE OF FINDINGS AND QUESTIONED COSTS

JUNE 30, 2012

Section I - Summary of Auditors' Results

Financial Statements

Type of auditors' report issued:
Internal control over financial reporting:
Material weaknesses identified?
Reportable conditions identified not considered material weaknesses?

Noncompliance material to financial statements?

Federal Awards

Internal control over major programs:
Material weaknesses identified?
Reportable conditions identified not considered material weaknesses?

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

Any audit findings disclosed that are required to be reported in
accordance with A-133, Section .510(a)?

Identification of major programs:
Section 8 Vouchers Cluster Programs:
Section 8 Housing Choice Vouchers
Dollar threshold to distinguish between Type A and Type B programs
Auditee gualified as low risk auditee?

Section II - Financial Statement Findings

Section 111 - Federal Award Findings
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unqualified
no
no

no

no
yes

unqualified

no

14.871

$ 752,712
yes

no

no
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