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Independent Auditors’ Report

The Board of Commissioners
Harris County Housing Authority
Houston, Texas

Report on the Financial Statements

We have audited the accompanying financial statements of the enterprise fund and the aggregate discretely
presented component units of the Harris County Housing Authority {the Authority), as of and for the year
ended March 31, 2014, and the related notes to the financial statements, which collectively comprise the
Authority’s basic financial statements as listed in the table of contents.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes the
design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditors’ Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We did not
audit the financial statements of TX Bammel Housing, LP, Baybrook Park Retirement Center, Ltd., Louetta
Village Apartments 45, LP, Waterside Court, Ltd., Olive Grove Manor, Ltd., Cornerstone Village Apartments,
L.P., and Sierra Meadows, Ltd., which represent 100% of the assets, net position and revenues of the
discretely presented component units. Those statements were audited by other auditors whose report has
been furnished to us, and our opinion, insofar as it relates to the amounts included for the discretely
presented component units, is based solely on the report of the other auditors. We conducted our audit in
accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller
General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement. The
financial statements of all the discretely presented component units were not audited in accordance with
Government Auditing Standards.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on the auditors’ judgment, including the assessment
of the risks of material misstatement of the financial statements, whether due to fraud or error. In making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, 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 audit also includes evaluating the appropriateness of
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accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.

Opinion

In our opinion, based on our audit and the report of other auditors, the financial statements referred to
above present fairly, in all material respects, the respective financial position of the enterprise fund and the
aggregate discretely presented component units of the Authority as of March 31, 2014, and the respective
changes in financial position and where applicable, cash flows thereof for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the management’s
discussion and analysis on pages 4 through 9 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
basic 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 we 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.

Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the Authority’s basic financial statements. The financial data schedules are presented for purposes
of additional analysis and are not a required part of the basic financial statements. The accompanying
schedule of expenditures of federal awards is presented for the purpose of additional analysis as required
by the U.S. Office of Management and Budget Circular A-133, Audits of State, Local Governments, and Non-
Profit Organizations, and is not a required part of the basic financial statements.

The financial data schedules and schedule of expenditures of federal awards are the responsibility of
management and were derived from and relate directly to the underlying accounting and other records
used to prepare the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and certain additional procedures,
including comparing 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 generally accepted in the United States
of America. In our opinion, the information is fairly stated, in all material respects, in relation to the basic
financial statements as a whole.



Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated October 22, 2014,
on our consideration of the Authority's internal control over financial reporting and on our tests of its
compliance with certain provisions of laws, regulations, contracts, and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the result of that testing, and not to provide an opinion on internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance
with Government Auditing Standards in considering the Authority’s internal control over financial reporting
and compliance.

Baltimore, Maryland
October 22, 2014



HARRIS COUNTY HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2014

As management of the Harris County Housing Authority {the Authority), we offer the readers of the
Authority's financial statements this narrative overview and analysis of our financial activities for the year
ended March 31, 2014. We encourage readers to consider the information presented here in conjunction
with the Authority's financial statements.

The Authority is a special purpose government operating in Harris County, Texas {the County). The Authority
administers federal Department of Housing and Urban Development (HUD) Section 8 housing assistance grants.
The Authority was authorized to operate by the County through adoption of an order and resolution of the
County Commissioners Court (the Court) on March 20, 1975. Texas statute provides for the creation and
operation of the Authority under Local Government Code (LGC) Chapter 392 - Housing Authorities Established
by Municipalities and Counties. Under LGC Chapter 392, the Authority is a unit of government and its functions
are essential for the wellbeing of the community.

Based on criteria prescribed by accounting principles generally accepted in the United States of America, the
Authority is not considered a component unit of any other entity. The County's Commissioners Court
appoints all of the Authority's commissioners and may remove commissioners under LGC Chapter 392;
however, the Authority has complete legislative and administrative authority and it recruits and employs
personnel.

The Authority presents this discussion and analysis of its financial performance during the fiscal year (FY)
ended March 31, 2014, to assist the reader in focusing on significant issues and concerns.

The Authority's FY2014 annual financial report consists of three parts — the management's discussion and
analysis, the basic financial statements (which includes notes to those financial statements) and the financial
data schedules.

L Management’s Discussion and Analysis

|

Basic Financial Statements and Notes
To the Financial Statements

Supplemental Financial Data Schedules J

The primary focus of the Authority's financial statements is on the financial statements of a single business-
type activity that combines all programs administered by the Authority. A separate column in the financial
statements shows the combined transactions of the Authority's real estate limited partnership component
units.

The financial results of the discretely presented component units are not addressed in this discussion and
analysis.



HARRIS COUNTY HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2014

Financial Highlights for FY 2014.

The Authority's assets exceeded its liabilities as of March 31, 2014 by $30,835,429 {net position).
Cash and cash equivalents as of March 31, 2014 were $2,749,431.
The Authority had $34,015,044 in HUD grant revenue for the year ended March 31, 2014. The
Authority had total expenses of $39,750,195 for the year ended March 31, 2014, of which
$35,304,041 was for Housing Assistance Payments (HAP).

e The Authority's total net position increased by $681,313 during the year.

Overview of the Financial Statements

This MD&A is intended to serve as an introduction to the Authority's basic financial statements. The basic
financial statements included in this report are those of a special purpose government engaged only in
business-type activities and includes two enterprise funds. The Authority's funds record transactions
related to HUD Section 8 housing assistance grants and the investment in affordable housing projects. The
basic financial statements are briefly described below.

e Statement of Net Position - reports the Authority's current financial assets and liabilities (short term
spendable resources), along with restricted assets, fixed assets and long-term obligations.

e Statement of Revenues, Expenses and Changes in Net Position - reports the Authority's operating
revenues by major source along with operating expenses.

e Statement of Cash Flows - reports the Authority's cash flows from operating, investing, capital and
non-capital activities.

e Notes to the financial statements - The notes to the financial statements provide additional
information that is essential to a full understanding of the data provided in the financial
statements.

Analysis of Entity Wide Net Position (Statement of Net Position)

During the FY2014, the Authority continued to modify policies and procedures as needed in order to improve
accountability, efficiency and transparency in government. Not counting housing assistance payments or
depreciation, operating expenses decreased by $1,365,972 from $5,182,324 to $3,816,352, representing a
26% reduction in spending.

Over time, significant changes in the net position are an indicator of whether the Authority's financial health
is improving or deteriorating. Assets exceeded liabilities by $30,835,429 at the close of the fiscal year
ended March 31, 2014, an overall increase of $681,313 from March 31, 2013.

Total Current Assets decreased by $357,667 from the prior year due mostly to a decrease in cash for
$1,725,045 from a reimbursement to HUD and an increase in assets held for sale for $1,174,039.

Capital Assets, net of depreciation, decreased by $1,296,737 from the prior year. The decrease is primarily
the result of moving construction in progress to assets held for sale for $826,999 and depreciation expense
of $475,760.



HARRIS COUNTY HOUSING AUTHORITY
MANAGEMENT’S DISCUSSION AND ANALYSIS
March 31, 2014

Current Liabilities decreased by $2,310,965 from $7,268,819 for the year ended March 31, 2013 to
$4,957,854 for the year ended March 31, 2014. The decrease is due to a DHAP reimbursement to HUD for
$773,771, a reduction in amounts due HUD for $979,118 and a reduction of $429,813 in unearned revenues
by recognizing the revenue in the current year.

Non-Current Liabilities decreased by $74,910 from 53,559,809 from the year ended March 31, 2013 to
$3,484,899 for the year ended March 31, 2014. This decrease is due to payments on debt.

Increase/
2014 2013 {Decrease)
Assets
Current assets $ 12,403,062 $ 12,760,729 $ {357,667)
Notes receivable 4,496,420 4,496,420 -
Investment in partnership 298,300 273,940 24,360
Capital assets 22,080,400 23,377,137 {1,296,737)
Other assets - 74,518 {74,518)
Total assets 39,278,182 40,982,744 {1,704,562)
Liabilities
Current liabilities 4,957,854 7,268,819 {2,310,965)
Noncurrent liabilities 3,484,899 3,559,809 {74,910)
Total liabilities 8,442,753 10,828,628 {2,385,875)
Net position $ 30835429 $ 30,154,116 $ 681,313
Net Position Categories
increase/
2014 2013 {Decrease)
Net invested in capital assets $ 18,632,973 $ 19,877,137 $  (1,244,164)
Restricted 3,493,987 8,269,250 {4,775,263)
Unrestricted 8,708,469 2,007,729 6,700,740
Total net position $ 30,835429 $ 30,154,116 $ 681,313

The Authority's Affordable Housing Division was created to facilitate the expansion of its mission to
promote innovative housing communities and encourage clients to achieve self-sufficiency. The Affordable
Housing Division is committed to the development and operation of safe and affordable housing
communities with enhanced access to social services, job training and transportation.

The Authority is committed to building new affordable housing using the Low Income Housing Tax Credit
Program with HOME, Neighborhood Stabilization Program (NSP), and Community Development Block Grant
funds provided by the Harris County Community Services Department. This unique public/public
partnership is well positioned to meet the needs of affordable housing in the unincorporated areas of





















































































































































































































































































































