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CALIFORNIA HOUSING FINANCE AGENCY 

FOREWORD 
 
 
 
Audited financial statements are one of the primary tools used by CalHFA to meet its fiduciary 
responsibility in overseeing housing programs, bond requirements, and assuring the integrity of 
the multifamily housing portfolio. The areas of noncompliance and internal control weaknesses 
noted in these statements will be addressed by Asset Management as appropriate. 
 
The Audit Handbook and submission requirements detailed herein are for CalHFA purposes 
only and the auditor must be aware of and file appropriate audit submissions as may be 
required by other governmental agencies, investors, etc. in their formats. 
 
The Audit Handbook is neither intended to be a complete manual of procedures, nor is it 
intended to supplant the auditor’s judgment of audit work required. Suggested formats 
contained herein may not cover all circumstances or conditions encountered in an audit. The 
auditor should use professional judgment to add supplemental information and to determine the 
extent of testing necessary to support the opinion in the financial statements. All applicable 
compliance requirements in this Audit Handbook must be addressed by the auditor. Any 
deviation from this Audit Handbook must receive the prior written approval of CalHFA. 
 
The auditor may contact the Asset Management staff of CalHFA if technical assistance is 
needed pertaining to CalHFA programs, regulations or operations. The asset manager assigned 
to the property undergoing audit should be contacted first. 
 
The Audit Handbook, forms, staff contact information, and subsequent clarifications or 
handbook changes will be posted at the CalHFA website at http://www.calhfa.ca.gov, refer to 
the Asset Management section.  
 
The staff of CalHFA continues to be receptive to suggestions and appreciates the help provided 
by the accounting profession. 
 
 
 
 
 
 
 
 
 
 
 
 
 
NOTE:  The “Sample Project” and financial statements have been compiled from audited 
financial statements that are part of Public Records of the State of California.  The reader 
should not conclude that while the format is similar to audited financial statements submitted to 
CalHFA that the format is required.   
 
CalHFA prefers auditors use the current HUD Chart of Accounts in the presentation of the audit 
information as the CalHFA database utilizes HUD accounts for ease of input.

http://www.calhfa.ca.gov/
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CALIFORNIA HOUSING FINANCE AGENCY 

  
 INTRODUCTION 
 
Agency 

 
The  California  Housing  Finance  Agency  was  created  in  1975  pursuant  to  the  Zenovich- 
Moscone-Chacon Housing and Home Finance Act, as a public instrumentality and a political 
subdivision of the State of California, for the primary purpose of meeting the housing needs of 
persons and families of low or moderate income. CalHFA is authorized to issue its bonds, notes 
and other obligations for a variety of financing purposes. These include (1) making development 
mortgage and property improvement loans to qualified owners to finance housing developments or 
other residential structures; (2) purchasing loans through qualified mortgage lenders; and (3) 
making loans to qualified mortgage lenders under terms and conditions requiring the proceeds to 
be used for certain purposes.   The mission of the California Housing Finance Agency is to create 
and finance progressive housing solutions so more Californians have a place to call home.  
 

Regulatory Agreement 

 
Each owner participating in various CalHFA programs is required to sign a CalHFA Regulatory 
Agreement (or in some instances an FHA Regulatory Agreement with CalHFA amendments, 
addendums or modifications) as well as other documents relating to the financing of the 
affordability of the development. The contents of the agreements vary depending on the nature of 
the owner entity, the applicable CalHFA program and any special requirements. The auditor is to 
obtain a copy of the CalHFA Regulatory Agreement and other agreements including but not 
limited to the promissory note(s), deed(s) of trust and other relevant regulatory information. 
Once obtained, the auditor is to review the terms and conditions, and document findings of non- 
compliance in the accompanying information of the audited financial statements.  Financing 
arrangements may involve another agency’s requirements that interact with CalHFA. Instances 
of noncompliant financing arrangements should be disclosed. 
 

Programs  
 
CalHFA program covered under this handbook are: Section 8 properties with CalHFA HAP 
contract administration, 80/20 properties, Section 8 properties with a CalHFA loan with the HAP 
contract administration through a PBCA, RHCP properties, Special Needs properties, and MHSA 
properties.  
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CALIFORNIA HOUSING FINANCE AGENCY 

 
OWNER’S RESPONSIBILITIES 

Accounting Records 

 
The owner is to provide CalHFA with required reports, financial statements, projections and 
analyses. Records must be maintained at all times in reasonable condition for proper audit. The 
books and records must be posted on a regular basis and consist of appropriate journal entries 
to a general ledger necessary to reflect project financial condition without substantial corrections 
or adjustments. From these accounting records, the financial statements, in all material respects, 
the financial position, and the results of its operations and cash flows for the years then ended 
must be prepared in conformity with accounting principles generally accepted in the United 
States of America. The cost of operations of the development includes the expenses incurred in 
maintaining the accounting records. Although the owner may engage an independent auditor 
to perform services outside the audit, the owner or the owner’s representative should perform 
the management functions and make management decisions. 

 

Audited Financial Statements 

 
The owner is required to furnish audited financial statements as of the end of each fiscal 
year after completion of development for the period or year then ended or for any period as may 
be required by CalHFA, in accordance with GAAP. The audit is to be conducted in accordance 
with auditing standards generally accepted in the United States of America (GAAS) and 
Government Auditing Standards, issued by the Comptroller General of the United States and the 
requirements of the Audited Financial Statement Handbook for Multi-Family Rental Housing of 
California Housing Finance Agency. These financial statements must include supplementary 
information and reports which CalHFA requires for general analysis of operations and for 
assurance of compliance with the CalHFA Regulatory Agreement. 

 
Compliance to and conformance with “Yellow Book”, HUD 4350.5, HUD IG 2000.04, OMB A- 
133, as these may be applicable must be assumed when engaging in the 
audit. 

 
CalHFA requires a representation statement to be included in the bound copies or electronic 
transcription of the financial statements. This statement should be signed by two authorized 
officers (owners) or directors of the owner entity. While it is preferable to have two authorized 
officers (owners) or directors of the owner entity to sign the certification, only one officer is 
required to sign the certification for CalHFA certification of an audit (See Sample Project financial 
statements). 

 
Sample financial statements are provided in this Handbook. The supplementary information 
presented in the sample financial statement is in the order this information should be provided. 
Although the independent auditor expresses an opinion on the financial statements, the financial 
statements themselves are the responsibility of the owner. It is the owner’s responsibility to 
maintain adequate books and records and examine or review the financial statements before 
they are sent to CalHFA.  
 
The owner is responsible for sending one copy of the audited financial statements to the CalHFA 
Asset Manager who is responsible for the oversight of the project. 
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CALIFORNIA HOUSING FINANCE AGENCY 

 
Delegation of Responsibility to Agent 

 
The owner may delegate the responsibility for the maintenance of the project accounting records 
to the management agent. Under these circumstances, the management agent should fulfill 
these responsibilities as required by the Regulatory Agreement. Additional audit fees resulting 
from the failure to maintain accounting records in accordance with CalHFA requirements may 
not be charged to the project. The management agent may be required to provide, at his/her 
own expense, additional accounting services to have these records put in an auditable condition. 

 
The responsibility for obtaining the audit and engaging the services of an independent auditor 
may not be delegated. Although the management agent may provide the names of auditors who 
may be interested in the professional engagement, the actual contractual relationship should be 
between the owner and the auditor.  In the course of the audit, the auditor is to determine if the 
management agent has performed in accordance with the requirements of the management 
agreement and, where applicable, with the provisions of the Regulatory Agreement. 

 

The First Audit 

 
The first audit may be as of the end of the full operating year or for a period not exceeding 
eighteen months. Thus, if the development is completed in the month of June and the first 
occupancy is July 1st, the organization that maintains its records on a calendar year basis would 
have the audit performed as of the end of the next fiscal year and thus include eighteen months 
instead of six. However, an audit for six months may be warranted and may be requested by 
CalHFA.  

Separate Financial Statements 

 
Where the entity that owns the development has other programs and projects, only the separate 
operations of the CalHFA financed project are required to be shown as a separate financial 
statement.  For example, there may be a non-profit organization that provides other services 
or owns other developments.  Such an organization may obtain an organization-wide audit but 
will nevertheless  be  required  to  prepare  separate  financial  statements  for  the  CalHFA  
financed project. 
 

Distributions to Owners 
 
CalHFA review of audited financial statements may result in authorization to take distribution of 
Surplus Cash; nevertheless, the owner(s) must remain cognizant that there may be other 
regulatory or contractual requirements for the disposition of Surplus Cash.  
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CALIFORNIA HOUSING FINANCE AGENCY 

 
ENGAGEMENT OF THE AUDITOR 

 
The owner should engage the services of an Independent Auditor (auditor), satisfactory to 
CalHFA, well in advance of the end of the fiscal year.  Although prior experience in performing 
CalHFA  or  similar  type  audits  is  advantageous,  any  independent  accountant  licensed  in 
California may be selected to perform the audit. 

 
The owner should select an auditor that is qualified to perform and complete the audit in a 
professional and timely manner. Failure to perform the audit in accordance with CalHFA 
requirements may result in additional expense to the owner. 

 
A long-term relationship with an auditor may be of benefit.  However, CalHFA requires that the 
auditor be independent. The auditor should not be responsible for the preparation or the 
maintenance of the project’s basic accounting, financial records, or for creation of a trial balance. 
The auditor must be careful not to construct the owner or management agent’s records.  It 
may not be appropriate for the auditor to perform non-audit services for the owner or 
management agent. Personnel who performed certain non-audit services may be precluded 
from performing related audit work. The owner or management agent should maintain the 
management functions and make management decisions. The accountant that regularly 
performs bookkeeping or computer services for the owner or the management agent may not 
perform the audit. 

 
In selecting an auditor, the owner should consider cost as one of several factors to be taken into 
consideration. Other factors should be knowledge and reputation as evidenced by prior 
performance. 

 
The owner should analyze the costs and performance of an auditor/ auditing firm that has been 
engaged for five consecutive years. The owner may be required to competitively b i d  
auditor/audit firms in lieu of the aforementioned analysis or the failure on the part of the owner 
to perform such an analysis. 

 

Engagement Contract 

 
Engagements for audit services should be evidenced by a written agreement. This 
agreement may be in the form of a letter provided by the licensed independent auditor. The 
owner is responsible for providing CalHFA an executed engagement letter of audit services to be 
performed within thirty days of the fiscal year end.  The following terms and conditions must be 
included in the engagement contract: 

 
1. The  auditor  will  perform  the  audit  in  accordance  with  GAAS,  Government  Auditing 

Standards and the requirements of the Audited Financial Statement Handbook for Multi- 
Family Rental Housing of California Housing Finance Agency. 

 
2. The audit will be completed and the financial statements are to be submitted within sixty 

days of the end of the fiscal year, unless extended by CalHFA. 
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CALIFORNIA HOUSING FINANCE AGENCY 

 
Note: If the financial statements will not be completed within the sixty days required by 

CalHFA, a letter from the owner requesting an extension of time is required to 
assure CalHFA that the financial statements are forthcoming. If they cannot be 
delivered  within  60  days,  the  owner  should  consult  with  CalHFA  staff  to 
determine a proper course of action. 

 
3. Audit documentation will be made available upon request by the owner or CalHFA for 

inspection  by  an  authorized  representative  for  a  period  of  at  least  three  years  after 
completion of the audit. 

 
4. The fee for which the audit will be performed should be stated. (Although the fee may be 

stated in  terms  of  rates  to  be  used  in computation  of  the  amount,  the  fee  range  or  
a maximum amount which is not to be exceeded without prior approval by the owner 
should be indicated in this contract). 

 

Audit Fee 

 
Audit  fees  vary  considerably  depending  on  the  condition  of  the  accounting  records,  the 
experience of personnel responsible for bookkeeping, the extent of internal accounting controls 
and other factors. A fee in excess of the amount included in the CalHFA approved annual 
operating budget may not be paid from the project funds without the prior written approval of 
CalHFA. Where the additional fee is due to poor record keeping, the additional expense will 
either be absorbed by the management agent or paid from the owner entity’s own funds. 

 
CalHFA will approve audit fees in the annual operating budget based on reviews of the range of 
reasonable fees charged for similar projects. When owner-proposed amounts appear 
excessive, or there have been past timing or compliance problems, CalHFA may require a 
review of the auditor selection process. 

 
The cost of providing tax advice to the owner should not be charged to the project. Cost of the 
professional services including the audit, may include the preparation of tax returns for the 
project itself, i.e., partnership or corporation returns where the project is the principal asset of the 
entity, but may not include the determining of alternative treatments of complex issues, the 
resolution of which is of primary benefit to owners rather than project operations. 
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INDEPENDENT AUDITOR’S RESPONSIBILITIES 
 

Performance Standards and Requirements 
 

The audit is to be performed in accordance with GAAS and Government Auditing Standards 
(Yellow Book). The auditor should establish an understanding with the client regarding the 
services to be performed for each engagement, be qualified, and have current knowledge of the 
applicable auditing standards.  The auditor must have an appropriate quality control system 
in place and undergo an external quality review (within three years of starting a Yellow 
Book audit).  Upon completion of the audit the auditor is to provide a report on the basic financial 
statements, report on supplementary information and a report on the compliance and internal 
control over financial reporting.  The auditor is also required to provide a schedule of audit 
findings, comments and recommendations. 

 
The auditor is required to maintain independence from the owner in accordance with the Yellow 
Book. The auditor should not be responsible for the preparation or the maintenance of the 
project’s basic accounting, financial records, or for creation of a trial balance.   The auditor must 
be careful not to construct the owner’s records and should avoid non-audit activities that may 
impair independence pursuant to Government Auditing Standards. Notwithstanding the foregoing 
the Auditor who performs the audit functions can prepare Tax Returns for the entity. 

 
Auditors  shall  be  alert  to  situations  or  transactions  in  non-compliance  with  the  Regulatory 
Agreement or indications of waste, fraud, abuse, illegal expenditures and acts. 

 
The auditor should notify CalHFA immediately if a scope limitation is placed upon the auditor in 
the course of performing the audit. 

 
If the audited entity is a non-profit, local government or other governmental organization, audits 
must be performed in accordance with the Single Audit Act of 1986, the Office of Management 
and  Budget  (OMB)  Circular  A-133,  Government  Auditing  Standards  as  well  as  their 
amendments and revisions that are periodically updated  in addition to the requirements listed in 
this Handbook. 

 

Independent Auditor’s Report on Supplementary Information 

 
The auditor’s report on required supplemental information may be either presented separately as 
part of the supplemental section of the report or included as a separate paragraph of the 
auditor’s report on the financial statements. 

 

Independent Auditor’s Report on Compliance and on Internal Control 

 
A report on compliance with the laws, regulations and agreements is also required. Compliance 
tests are required during the audit. Auditors should be familiar with the terms of the Regulatory 
Agreement with CalHFA prior to commencing the audit and should note any non-compliance 
that comes to their attention while testing transactions or examining accounts. 
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The auditor’s responsibility for the examination of tenant files is limited to those matters that 
would have a material effect on the financial position of the project. The auditor should consider 
that it is the responsibility of CalHFA staff to periodically review these files and report any non- 
compliance. If during the limited tests performed, the auditor becomes aware of a condition that 
requires attention, this condition should be reported to the owner and directly to CalHFA. Any 
non-compliance or condition that in the opinion of the auditor should be improved, are to be 
included in the report or as a schedule included in the report. 

 
The auditor is required to gain an understanding of internal accounting controls in order to plan 
the audit and to determine the extent of tests that may be required in order to carry out the audit. 
In connection with a small organization, the extent of internal control may require testing a larger 
percentage of transactions than in instances where the client is a larger organization 
wherein there is a division of duties and other appropriate controls. Regardless of project size, 
the independent auditor should document how accounting records are maintained, support for 
accounting entries and other routine auditing procedures as determined appropriate by the 
auditor’s professional judgment. Lack of supporting documentation or failure to maintain the 
records properly should be noted as a “finding” or otherwise included in the report. If the 
accounting performed does not result in accurate records from which financial statements can 
be prepared in accordance with GAAP, this would constitute a material weakness.  A material 
weakness is a condition in which the design and operation of one or more of the internal controls 
does not reduce to a relatively low level the risk that misstatements that would be material may 
occur and may not be detected within a timely period by employees in the normal course of 
performing their assigned functions.  Existence of a material weakness could preclude the  
issue of an unqualified report by the auditor. 

 

Basic Financial Statements 

 
The basic financial statements are to be presented in comparative format. The statement of 
cash flows is to be prepared on the direct method. Supplemental information need not be 
comparative. If the statements are not on a basis consistent with those of the prior year 
this should be explained fully in the Opinion and/or the Notes to the Financial Statements. 

 
The Notes to the Financial Statements should include information concerning the project, 
including the number of units, the year it was constructed, and the nature of the agreements with 
CalHFA and others. Full disclosure also requires that the notes contain information on the 
accounting methods used to report income and expenses, valuation of assets and methods 
used to compute depreciation and related party transactions. If the project is owned by a 
partnership, the material conditions or terms of the partnership agreement may also be required 
and any fees payable by the partnership to a developer or others should be disclosed. If owned 
by a public benefit corporation, the status as a non-profit organization should also be disclosed. 

 

Supplementary Information 

 
CalHFA requires that the financial statements provide sufficient information for staff to compare 
operations from year to year and to compare budget to actual each year.  Unless specifically 
excluded, the following supplementary information is required: 
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1. Cash on hand and in bank - The cash funds and separate bank accounts should be        

identified.  The general operating account, unrestricted cash and other accounts are to be 

shown separately from restricted accounts. The amounts shown should agree to the totals 

shown on the Balance Sheet in the basic financial statements and, if applicable, the 

surplus cash computation. 

 
2. Tenant security deposits – Security deposits for non-Section 8 properties may be 

treated differently than Section 8 developments. 

 
If applicable for Section 8 developments, separate bank accounts for security deposits 
should be confirmed and a statement made whether interest earned on these deposits is 
restricted and credited to a liability account to be refunded or applied for the benefit of 
tenants.  Where applicable, a statement should be made to the effect that interest is being 
applied to the tenant association in accordance with waivers signed by the tenants. 

 
For non-Section 8 properties applicable law or regulation may provide different handling 
and security deposit accountability. The auditor should disclose security deposits on 
hand and the treatment of interest earned. 

 
3. Accounts receivable – The amounts due from tenants and others should be shown 

separately. The schedule shown in supplementary information should provide information 
concerning balances outstanding over 60, 90 and 120 days. 

 
4. Mortgage impound accounts – A schedule of changes in the separate mortgage 

impound accounts should be shown. 

 
5. Replacement reserves - The amounts on deposit as of the beginning and end of the year 

and the detail concerning changes in this account should be shown. 
 

CalHFA holds the replacement reserve for each development.  The uses of the 
replacement reserve are stated in the Regulatory Agreement which may be clarified by the 
property management manual or other written clarifications by CalHFA.  However, in the 
event withdrawals from the replacement reserve are not covered by the aforementioned 
documents, there should be written approval from CalHFA. 

 
6. Property, equipment and improvements - A schedule should be included that discloses 

the amounts included in these accounts and the changes during the current year. 

 
7. Other asset accounts - A schedule is required for other asset accounts, the nature of 

which is not readily determinable as shown in the basic financial statements. 

 
8. Accounts payable and accrued expenses – A schedule is required for non-current 

accounts payable.  Amounts payable in excess of 30 days should be stated separately.  If 
there are no amounts in excess of this period, this should be indicated. 

 
9. Other payables - If  there  are  amounts  payable,  the  nature  of  which  are  not  

readily determinable as shown in the basic financial statement, a schedule may be 
required. 
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10. Gross potential rent – Where applicable, the supplementary information should show 
the detail of gross potential rent, including amounts received or receivable from tenants, 
subsidy payments, staff apartments and vacancy loss. 

 
11. Management fee – The computation of the fee is to be shown where the amount of the 

fee is calculated as a percentage of the rents.  Where the computed fee amount does not 
agree with the budgeted amount per the operating budget, the fee computation is to be 
shown as part of the supplementary information. 

 
12. Accumulated limited distributions and earned surplus - Where applicable, a statement 

is required which provides the amount of allowable limited distributions and the 
amount of prior period unpaid limited distributions, if any. Entity fees and expenses that 
are not part of project expenses, such as developer fees, incentive management fees, 
asset management fees, and partnership management fees are to be considered as 
distributions to owner.  Payments for these non-project expenses must first be approved 
by CalHFA. Often the Regulatory Agreement requires that if there is surplus cash 
remaining after payment of a limited distribution, the balance is to be remitted to CalHFA 
to be applied first to the reserve fund for operations (maximum balance to equal 5% of 
annual gross potential rent at fiscal year-end). Any remaining balance is earned surplus.  
This calculation should be disclosed in the financial statements. 

 
13. Surplus cash calculations – Refer to the Regulatory Agreement of the project to 

determine the surplus cash calculation as there are variations between projects.  The 
supplementary information must include a computation of surplus cash as stated in the 
CalHFA Regulatory Agreement. 

 
In general, “Surplus Cash” is the balance of Gross Income of the Development remaining 
at the end of each fiscal year after payment of Operating Expenses (as defined in the 
Regulatory Agreement of the development), Agency approved operating expense loans, 
and current payables (except the amount of the next non-delinquent mortgage payment).   
For the purpose of computing Surplus Cash, Gross Income of the Development shall 
include any rent insurance proceeds, but shall exclude fire or other insurance proceeds, 
condemnation proceeds, and any security deposit which shall not have become the 
property of the Development (Borrower) free of the claim of any person claiming as or 
through the tenant having made such deposit. 

 
Restricted accounts – real estate taxes escrow, hazard/liability insurance escrow, 
earthquake insurance and replacement reserves – are not included in the Surplus Cash 
calculation.  The exception is if a payment for taxes or insurance has accrued (under the 
obligation side) and there is no impounding by the Agency for those charges.  

 
Other receivables – payments from bad debts, anticipated receipt of already approved but 
not released replacement reserves are considered in this category. Borrowers/auditors do 
not have an option whether or not to include accrued mortgage interest in the Surplus 
Cash calculation. If the borrower has paid the mortgage in advance of the end of 
year/fiscal year, the accrued mortgage interest must be included in the calculation. 
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14. Accumulated limited distributions  – When applicable, a calculation should be disclosed 
which provides the amount of allowable limited distribution and the amount of prior period 
unpaid limited distributions, if any.  If there is surplus cash remaining after payment of a 
limited distribution and, if required by the Regulatory Agreement, the balance is to be 
remitted to CalHFA to be applied first to the Reserve Fund for Operations.  

 
Where applicable the Reserve Fund for Operations is held by CalHFA and is funded and 
maintained by the borrower at 5% of the Gross Potential Rent. This account may earn 
interest and the interest earned while included in calculating surplus cash, is not included in 
calculating Earned Surplus as defined in the Regulatory Agreement. 

 
There are non-Section 8 developments with distribution limits as well as provisions for 
accumulating distributions.  The auditor should refer to the property’s CalHFA Regulatory 
Agreement. 

 
15. Tenants’ income and rent - The auditor will conduct sampling and tests on the CalHFA 

units to determine compliance with the rent increase and tenant certification process 
contained within the CalHFA Regulatory Agreement (Qualified Tenants Rent Increase 
Procedure).  The auditor  should  disclose  findings  of  noncompliance  in  the  Supplemental  
Section  of  the Audited Financial Statements. 

 

Sample Financial Statements 

 
Included in this Handbook are sample financial statements that have been prepared in a manner 
that is acceptable to CalHFA, and the supplementary information that is required where 
applicable.  The  auditor  should  use  the  format  that  provides  basic  financial  statements  
that comply with GAAP and is applicable to the entity being presented. The AICPA has 
published audit and accounting guides for non-profit and governmental organizations. For most 
developments,  the  financial  statements  will  generally  be  comparable  to  those  shown  
in Sample Project financial statements. The Sample Project financial statements provide formats 
utilizing HUD Chart of accounts, the HUD audit presentation, and standard presentation.  
CalHFA prefers the use of the HUD chart of accounts when making a non-HUD audit 
presentation. 

 

Treatment of Accrued Interest Regarding Housing Assistance Payments 

 
For some developments with project based Section 8, CalHFA collects the housing assistance 
payments from HUD each month based on monthly subsidy requirements and  applies  amounts  
received  against  the  debt  service  requirements  of  the  mortgage  note payable. The interest 
payable the first day of the succeeding month is generally prepaid; thus, there is no accrued 
interest as of the balance sheet date. The confirmation of the mortgage and impound balances 
by the Sacramento office of CalHFA will indicate if there are delinquent mortgage payments 
receivable from the project and the date when the last payment was received. 
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CalHFA RESPONSIBILITIES 

Tenant Eligibility  

 
The CalHFA Asset Management Division is responsible for monitoring the operations of 
developments that receive financing through CalHFA. Staff members conduct on-site inspections 
and review financial information that is provided by the owner or management agent. Projects 
receiving housing assistance payments and other types of subsidy programs are required to 
maintain tenant file information to indicate that the owner has complied with the CalHFA 
Regulatory Agreement. The auditor should determine that files are being maintained, although 
CalHFA staff has the primary responsibility for the examination of tenant files and determination 
of tenant eligibility for housing assistance payments or other rental subsidy programs. CalHFA 
monitors occupancy and tenant eligibility through its certification processes for developments 
that are not party to FHA/HUD multifamily program participation (as identified in the CalHFA 
Regulatory Agreement). 

 

Project Management 

 
CalHFA staff reviews housing assistance payment vouchers, reviews periodic reports and 
monitors the operation of the developments to assure that sound management practices are 
followed. Through on-site inspections and review of reports from the development, the property 
management staff ensures that resources are available to promote decent, safe and marketable 
housing during the term of the loan. 

 
CalHFA staff in Sacramento will provide the auditor with a confirmation of the balances of the 
loan payable; impound accounts, and the reserve for replacements. In order to request the 
confirmation the auditor should obtain a letter signed by the client authorizing CalHFA to 
confirm the aforementioned balances directly to the auditor.  The authorization letter should be 
addressed to CalHFA at: 

 
California Housing Finance Agency 
500 Capital Mall, MS 930 
Sacramento, CA 95814 

 
Impound accounts and the reserve for replacements are invested for the benefit of the owner. As 
of the date of confirmation, interest earned to June 30th or December 31st may not have been 
recorded, and should, when applicable, be accrued to that date and shown as accrued interest. 

 

Audit Report 

 

Upon receipt of the audited financial statements, CalHFA staff will review these to determine that 
they have been prepared in accordance with the requirements of this handbook. If a material 
problem cannot be resolved, CalHFA will contact the owner or may not accept the financial report. 
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FINANCIAL STATEMENTS 
 
Multifamily developments of CalHFA may be owned by different types of entities. The auditor 
must obtain a copy of the Regulatory Agreement in order to determine specific requirements that 
may be applicable to each. The financial statement format, disclosures and supplementary data 
required may vary depending on whether the auditor is dealing with (1) a non-profit public 
benefit corporation, (2) a cooperative, mutual benefit corporation, (3) a governmental entity or (4) 
a profit motivated corporation or partnership. 

 
Headings should be consistent with the type of entity being audited – for example the term 
“Balance Sheet” should be replaced with “Statement of Financial Position” for a non-profit 
entity. 

 
Principal differences are generally format, reserve requirements and allowable distributions. 
Distributions are generally allowable only in the case of profit motivated partnerships or 
corporations and may be limited to six percent or ten percent of owner’s initial equity.  Refer to 
the CalHFA Regulatory Agreement for guidance on distributions. 

 
The format of the financial statements, when in conformance with GAAP, may be acceptable for 
general distribution to investors, partners and others. Also, the financial statements must provide 
additional information as set forth in this Handbook. The information required should follow the 
order in which it appears in the appendices of this Handbook. 

 
Special  attention  should  be  paid  to  the  computation  of  surplus  cash  and  its  appropriate 
distribution where applicable. When accounts payable and accrued expenses as shown in that 
computation differ from the amounts shown on the general purpose financial statements, an 
explanation will be required. Cash balances that are required to be scheduled separately should 
include an explanation as to the nature of the cash account. 
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  SURPLUS CASH – SECTION 8  

 

  Surplus Cash Computation For Year End 

Add CASH AND EQUIVALENTS   

  Cash on hand and in banks $0 

  Reserve Funds for Operations (per Annual Statement) $0 

  Other Receivables $0 

  Tenant Security Deposit $0 

  TOTAL CASH AND EQUIVALENTS $0 

Less CURRENT OBLIGATIONS   

  Accounts Payable and Accrued Expenses (due within 30 days) $0 

  Delinquent Mortgage Payments $0 

  Accrued Mortgage Interest $0 

  Prepaid HAP (Unearned HAP) $0 

  Prepaid Rents (Unearned Income) $0 

  Delinquent Impound Payments $0 

  Tenant Security Deposits $0 

  TOTAL CURRENT OBLIGATIONS $0 

Equals Surplus cash $0 

  AVAILABLE SURPLUS CASH  $0 

  ACCUMULATED LIMITED DISTRIBUTION CALCULATION   

Add Allowable accumulated limited distribution at beginning of the year $0 

Less Distributions paid during the year $0 

Equals Accumulated limited distributions  $0 

  DISPOSITION OF SURPLUS CASH   

  Surplus Cash $0 

Less Accumulated limited distributions $0 

Less Owner distributions allowed under the Regulatory Agreement  $0 

  Total allowable limited distributions  $0 

  

Allowable limited distributions (Payment subject to CalHFA 
approval) $0 

Equals Residual Receipts $0 
      

  RESERVE FUND FOR OPERATIONS (RFO) CALCULATION   

  Required RFO this year (5% of year end gross potential rent) $0 

Less Reserve Funds for Operations (per Annual Statement) $0 

Equals RFO Shortage /Overage  (If Overage, change amount to zero) $0 

  RFO Shortage  $0 
  EARNED SURPLUS CALCULATION   

  Residual Receipts $0 

Less Reserve Funds for Operations (per Annual Statement) $0 

Equals Residual Receipt Balance $0 

  RFO Payment (Remit to CalHFA) $0 
  Remaining Residual Receipts Balance (If >0, remit to Earned Surplus) $0 

  Earned Surplus Amount (Remit to CalHFA) $0 
 Section 8 properties with CalHFA HAP contract administration 
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80/20 RENTAL HOUSING PROJECT REQUIREMENTS 
 
CalHFA’s multifamily finance division provides permanent financing for new housing developments 
and for the preservation of existing rental housing.  Projects in this program were financed 
generally with tax-exempt bonds and have set aside at least 20% of the units for low-income 
households for a specific period of time. Under the 80/20 program, there are two subcategories: 
Pre 1986 and Post 1986.  
 
Developments under this program, as in other CalHFA programs, are subject to a Regulatory 
Agreement. The independent auditor should be familiar with the applicable project related 
agreements, addenda, amendments, promissory notes and deed of trust prior to commencing the 
audit engagement. 
 
The basic accounting and audit reporting requirements will be the same for this program as the 
other CalHFA programs except for special provisions or limitations that may be imposed in the 
documents referenced above. 
 
Some distinct features of this program may include but are not limited to the following: 
 

 Most projects have no limitation on cash distributions to owners. 
 

 Some projects require CalHFA approval prior to a cash distribution because of secondary 

financing or other restrictions mandated by local entities. 

 Some projects allow owners to take cash distributions during the year but reconciliation to 

surplus cash available for distribution is required at year end. 

 

Reference and guidance of project specific features are contained in the Regulatory Agreement or 
other pertinent project documents. 
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SURPLUS CASH – 80/20 PROJECTS 

 

  Surplus Cash Computation For Year End 

Project:     

      

Add CASH AND EQUIVALENTS   

  Cash on hand and in banks $0  

  Tenant Accounts Receivable $0  

  Other Receivables $0  

  Tenant Security Deposits $0  

  TOTAL CASH AND EQUIVALENTS $0  

      

Less CURRENT OBLIGATIONS   

  Accounts Payable and Accrued Expenses (due within 30 days) $0  

  Delinquent Mortgage Payments $0  

  Accrued Mortgage Interest $0  

  Prepaid Rents (unearned Income ) $0  

  Delinquent Impound Payments $0  

  Tenant Security Deposits $0  

  TOTAL CURRENT OBLIGATIONS $0  

Equals Surplus cash $0  

  AVAILABLE SURPLUS CASH  (if above number is (negative number) then "0"  $0  

      

  ACCUMULATED LIMITED DISTRIBUTION CALCULATION   

Add Accumulated Distributions (if applicable) $0  

Less Distributions paid during the year $0  

Equals Accumulated Distributions $0  

      

  DISPOSITION OF SURPLUS CASH   

  Surplus Cash  $0  

Less Accumulated and Approved Distributions (if applicable) $0  

  Allowable Distributions (Payment subject to CalHFA approval) $0  

      

 
 Also to be used for Section 8 properties with a CalHFA loan with the HAP contract 

administration through a PBCA 
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SURPLUS CASH WITH RESIDUAL RECEIPT – 80/20 PROJECTS 

 

  Surplus Cash Computation For Year End 

Project:     

CalHFA 
Account     

Add CASH AND EQUIVALENTS   

  Cash on hand and in banks $0  

  Tenant Accounts Receivable $0  

  Other Receivables $0  

  Tenant Security Deposits $0  

  TOTAL CASH AND EQUIVALENTS $0  

      

Less CURRENT OBLIGATIONS   

  Accounts Payable and Accrued Expenses (due within 30 days) $0  

  Delinquent Mortgage Payments $0  

  Accrued Mortgage Interest $0  

  Prepaid Rents (unearned Income ) $0  

  Delinquent Impound Payments $0  

  Tenant Security Deposits $0  

  TOTAL CURRENT OBLIGATIONS $0  

Equals Surplus cash $0  

  AVAILABLE SURPLUS CASH  (if above number is (negative number) then "0"  $0  

      

  ACCUMULATED LIMITED DISTRIBUTION CALCULATION   

Add Accumulated Distributions (if applicable) $0  

  Owner Distribution allowed under the Regulatory Agreement with CalHFA $0  

Less Distributions paid during the year $0  

Equals Accumulated Distributions $0  

      

  DISPOSITION OF SURPLUS CASH   

  Surplus Cash  $0  

Less Accumulated and Approved Distributions (if applicable) $0  

  Allowable Distributions (Payment subject to CalHFA approval) $0  

Equals Available Residual Receipts $0 
      

      

  Residual Receipt Note Allocations   

  Residual Receipts $0 

  Percentage Allocable to CalHFA $0  

Equals Remainder for Distribution to Owner/Borrower $0  

   Payment (Remit to CalHFA) $0  
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SPECIAL NEEDS PROGRAM REQUIREMENTS 
 
CalHFA provide financing for developments that offer housing and services to populations that 
come within the definition of Special Needs.  Special Needs developments are most often 
associated with 80/20 Rental Housing Projects.   
 
Special Needs are specific to certain projects, therefore, developments with a Special Need or 
meeting several classifications of Special Needs will have definitions and program services as part 
of the CalHFA Regulatory Agreement. 
 
The independent auditor should be familiar with the applicable project’s related agreements, 
addenda, amendments, promissory notes and deed of trust prior to commencing the audit 
engagement. 
 
The Supplementary Information should include disclosures of budgeted Special Needs funds and 
expenditures in accordance with the Special Needs requirements in the Regulatory Agreement. 
 
The auditor should review whether or not the delivery of services matches the CalHFA Regulatory 
requirements and disclose, to the degree the auditor is able to, whether or not the operating funds 
from current year operations of the development have been used to fund the Special Needs 
program for that year. 
 
In addition, the sources of funds and amount of funds or utilization of contracted delivery of 
services should agree to the Special Needs requirement as defined in the Regulatory Agreement.  
Non-compliance with the Regulatory Agreement should be disclosed. 
 
Each development with Special Needs reporting requirements has a Special Needs Report (self-
certification form) or a reporting form as an attachment to the Regulatory Agreement. The special 
needs report form contains details regarding the delivery of services as well as a budget versus 
actual component.   
 
In the instances wherein the regulatory requirement for the special needs and the affordability 
requirements in the CalHFA Regulatory Agreement for the development extend beyond the 
maturity of the mortgage, the audited financial statements should merely include a description of 
the Special Needs program in the Supplemental Information and disclose any non-compliance 
issues as discussed above.   
 

The Specials Need form is available at the CalHFA website: http://www.calhfa.ca.gov, 
refer to the Asset Management - Forms and Handbook section.  

http://www.calhfa.ca.gov/
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CALIFORNIA HOUSING FINANCE AGENCY (CalHFA) 

Annual Self-Certification for Special Needs 
 

 
Project Name:    Self-Certification Report Period: from 
  __________, 20__ (date of last report) to 
 __________, 20__ (date of current report) 
 
Contact Information: 
 

Project Sponsor   Phone: 

Primary Service Provider  Phone: 

 
 

1. Changes During Report Period  
 
Were there any changes in the financing of service programs during the reporting period that will 
affect the delivery of Special Needs Requirements?   
YES _____ NO _____ 
 
If “YES” please discuss with the Asset Manager. 
 

 
2. Current Resident Information 

 

Number of households currently meeting special needs requirements  

Total number of Apartment Community residents being served  within 
special needs definition 

 

 
 

3. Service Providers (please attach additional pages if needed) 
 

Please list requested information for all service providers, whether individuals or 
organizations/institutions, and whether services are provided on site or off site. 

 

Provider Name Address Phone Number Contact Person 
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4.    Service Utilization – Services Your Special Needs Program Offers 
 
Please indicate the number of residents who have used each of the following services at least once 
during the reporting period (only those that apply to your special needs program).  For 
workshops/classes, please show total, with break-out information in shaded cells (below). 
 

 Service Coordinator  Workshops and seminars 

 Case management/crisis intervention             Health and safety 

 Mental health services  Financial issues 

 Individual/group counseling/support  Access to communication 

 Interpreter program services  Other 

 Medication monitoring/support  Classes at local schools/colleges 

 Information and referral  Computer skills 

 Health education, screening, assessment  Life skills 

 Nutrition services  Employment skills 

 Social/recreational activities  Job training 

 Legal services             Other 

 Assistive Animal/Devices  Van transportation to services 

 
Comments: 

 
 
5.  Service Budget Information 

 
Please provide budget information for your previous and current fiscal years, including costs of staff 
and services combined 

 

Previous year budgeted funding level  (FY:                     ) $ 

Previous year actual funding level  (FY:                     ) $ 

Current year budgeted funding level  (FY:                      ) $ 

 
 
6. Certification of Accuracy of Information Provided 

 
I hereby certify that the information provided in this “Self-Certification for Special Needs” is true and 
correct, and reflects the status of the Development as of the date of this report. 
 
Signed by:  ________________________________________ Date: _________ 
 
Title:  ___________________________________ 
 
Organization:  _________________________________________ 
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RHCP PROGRAMS REQUIREMENTS 
 
The Rental Housing Construction Program (RHCP) is a program of the State Department of 
Housing and Community Development (HCD).  CalHFA has utilized funds from the RHCP program 
for development and assistance to low income housing.  In this program, CalHFA establishes an 
Annuity Account pertaining to a specific number of units in order that rents for those units will 
remain affordable.  Approved operating costs for those units are paid from annuity to the extent 
that expenses exceed income.  These units are to be occupied by eligible households as defined 
by program guidelines. 
 
Developments under this program, as in other CalHFA financed programs, are subject to a 
Regulatory Agreement.  The independent auditor should be familiar with the applicable project 
related agreements, addenda or amendments, promissory notes and deed of trust prior to 
commencing the audit engagement. 
 
Generally, the basic accounting and audit requirements will be the same for this program as other 
CalHFA programs except for special requirements provided for in various project documents. 
 
Some distinct features of this program may include but are not limited to the following: 
 

Annuity account – The program requires the establishment of an annuity account of which 
CalHFA has sole control.  It will invest these funds and use them to provide for the operating 
deficit pertaining to assisted units.  If the amount provided is not sufficient, the number of 
units may be reduced in order to maintain the fiscal integrity of the development.  Payments 
are made directly to the owner based on the operating budget and reconciled on the audited 
financial statements.  These receipts are shown as income to the project for assisted units.  
Excess payments from the annuity account as shown by the audit may be required to be 
reimbursed or will reduce the amount of subsequent payments. 

 
Project accounting – When RHCP and market units are both provided, the income from 
each should be shown separately in the supplementary information provided to CalHFA in 
the annual financial report.  In addition, the statement of expenses by assisted vs. non-
assisted units is required to enable CalHFA staff to determine the amount of supplemental 
annuity funds required.  The project must establish a method of allocating expenses at 
project inception and continue throughout the term of the loan 

  



 
 

21 
 

CALIFORNIA HOUSING FINANCE AGENCY 

MHSA REQUIREMENTS 
 

By executive order on May 12, 2006, The Mental Health Services Act (MHSA) mandated the 
establishment of the MHSA Housing Program.  The stated goal was to fund the development, 
acquisition, construction and or rehabilitation of permanent supportive housing for individuals and 
their families who have mental illness and are homeless, or at risk of homelessness.  The California 
Department of Mental Health (DMH), California Housing Finance Agency and the County Mental 
Health Directors Association implemented the MHSA Housing Program. 
 
The CalHFA Regulatory Agreement describes certain funding or reimbursement for operating 
expenses either through the use of an Operating Expense Reserve/Operating Reserve (OER/OR) 
or Cost Operating Subsidy Reserve (COSR).  CalHFA will hold the OER or COSR funds and invest 
and use them to provide for the operating deficit pertaining to the MHSA units within a project.  If 
the expense of operating the MHSA units in an apartment complex exceeds the income produced 
by those units, the property owner should submit a request for reimbursement.   
 
Where MHSA and market units are provided, the income from each should be shown separately in 
the supplementary information provided to CalHFA in the annual financial report.  In addition, the 
statement of expenses by MHSA vs. market units is required to enable CalHFA staff to determine 
the amount of COSR funds required to be funded for the MHSA COSR units.   A COSR 
Certification is to be submitted with the certified audit.  The COSR Certification form is available at 
the CalHFA website: http://www.calhfa.ca.gov, refer to the Asset Management - Forms and 
Handbook section.  

 
All mixed-use developments which receive a MHSA COSR will be required to submit a bifurcated 
annual audit.  The bifurcated audit must distinguish actual annual income and expenses of MHSA 
units who do not receive subsidies. 

 
Rental Housing: 

 Certified audited financial statement is required to be submitted to CalHFA 

 Use Surplus Cash Computation for MHSA 
      (If the development has joint funding with HCD, utilize HCD’s surplus cash documents for 

the Surplus Cash computation)   

 COSR Certification required 
 
Rental Housing with 25 or fewer units or Shared Housing: 

 Submit Year End Statement of Operations ( A certified audited financial statement is not 
required) 

 Use Surplus Cash Computation for MHSA 
(If the development has joint funding with HCD, utilize HCD’s surplus cash documents for 
the Surplus Cash computation)   

 COSR Certification required 
 
 

 
 
 

http://www.calhfa.ca.gov/
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SURPLUS CASH - MHSA PROJECTS 

 

  Surplus Cash Computation - MHSA For Year End 

Project:     

      

Add CASH AND EQUIVALENTS   

  Cash on hand and in banks $0  

  Tenant Accounts Receivable $0  

  Other Receivables $0  

  Tenant Security Deposits $0  

  TOTAL CASH AND EQUIVALENTS $0  

      

Less CURRENT OBLIGATIONS   

  Accounts Payable and Accrued Expenses (due within 30 days) $0  

  Delinquent Mortgage Payments $0  

  Accrued Mortgage Interest $0  

  Prepaid Rents (unearned Income ) $0  

  Delinquent Impound Payments $0  

  Tenant Security Deposits $0  

  TOTAL CURRENT OBLIGATIONS $0  

Equals Surplus cash $0  

  AVAILABLE SURPLUS CASH  (if above number is (negative number) then "0"  $0  

      

  DISPOSITION OF SURPLUS CASH   

  Part B   

Less Annual Bond Issuance Fee   

Less Deferred Developer Fee   

Less Partner Asset Management Fee   

Less Cash Flow Operating Reserve   

Less On-site Supportive Service Cost   

Less Lender Required Reserves   

Less Other   

  Remaining Surplus Cash   

  Part C   

  Borrower's Allowable Annual Distributions (% of surplus cash per Exhibit D)   

  Remaining Surplus Cash   

  Part D   

  Residual Receipt Lenders - 2nd Position   

  Residual Receipt Lenders - 3rd Position   

  Residual Receipt Lenders – 4thPosition   

  Residual Receipt Lenders - 5th Position   
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CALIFORNIA HOUSING FINANCE AGENCY 

COSR Certification 

 
 
Amount of COSR requested during Fiscal Year:   $_________________ 
 
 
Actual COSR used during Fiscal Year:                              $_________________                       
                
 
Difference:                                                                            $_________________ 
 
 
If COSR requested amount is greater than what was used during the fiscal year, 
the difference will be applied to the next COSR request. 
 
 
 
 

 Signature: _____________________________________       
 
 
                                                Date: ______________________                                               
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SAMPLE FINANCIAL STATEMENT 

INDEPENDENT AUDITOR'S REPORT 
  
To the Partners of                                                     Asset Management Division 
Sample Apartments Company          California Housing Finance Agency 
Sacramento, California            Sacramento, California 

 
 
We have audited the accompanying balance sheets of Sample Apartments Company, a  limited 
partnership, CalHFA Project #11-111-N, as of  December 31, 20xx and 20yy and the related 
statements of operations, changes in partners' capital, and cash flows for the years then ended. These 
financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 
 
We conducted our audits in accordance with   auditing standards generally accepted in the United 
States of America and Government Auditing Standards, issued by the Comptroller General of the 
United States and the requirements of the Audited Financial Statement Handbook for Multi Family 
Rental Housing Financed by the California Housing Finance Agency. 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 examining, on a test basis, evidence supporting the 
amounts and disclosures in the financial statements. An audit also includes assessing the accounting 
used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
 
In our opinion, the financial statements referred  to above present fairly, in all material  respects, the 
financial  position  of Sample Apartments Company as of December 31, 20xx  and  20yy, and  the 
results of its operations and  the changes in partners' capital  and  cash flows for the years  then  
ended in conformity  with  generally accepted accounting principles. 
 
Our audit was made for the purpose of forming an opinion on the financial statements taken as a 
whole  The supplementary information included in the report is presented for the purposes of 
additional analysis and are not a required part of the financial statements of Sample Apartments 
Company CalHFA Project #11-111-N. Such  information has  been  subjected to  the  auditing 
procedures applied in the audit of the financial statements and, in our opinion, is fairly  stated  in all 
material respects in relation to the financial statements taken as a whole.  
 
In accordance with  Government Auditing Standards and  the  Audited Financial Statement Handbook 
for Multi-Family Rental Housing Financed by the California Housing Finance Agency, we  have  also 
issued reports dated February 15, 20zz, on  our  consideration of internal control of Sample 
Apartments Company Project  #11-111-N  and  on our  tests  of its compliance with  certain provisions 
of laws, regulations, contracts and  grants.  Those  reports are  an  integral part  of an  audit performed 
in accordance with  Government Auditing Standards and  the Audited Financial Statement Handbook 
for Multi-Family Rental Housing Financed by the California Housing Finance Agency, which  should be 
read  in conjunction with  this report in considering the results of our audit. 
   
 
 
 
 
               Certified Public Accountants 
Cityname, California 
February 15, 20zz 
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Sample Apartments 
CalHFA #11-111-N Balance Sheets 

December 31, 20xx and 20yy 
 

                                                      ASSETS       

       

Current assets: 20xx 20yy   

        

Cash on hand and in banks                                                              $4,237  $36,393    

Prepaid insurance        7,337  7,406    

Accounts receivable- Tenant                               4      

Accounts receivable- CalHFA                                                                       482   
  

  

Restricted funds (NOTE 2)       

Accrued interest                                                                                            629  1,255    

Tenant security deposits                                                                               26,043  25,965    

Tax impound account                                                                                   8,227  11,417    

Insurance impound account                                                                         10,307  8,756    

Earthquake insurance impound                                                                      3,142  5,274 
  

  

Total current assets                                                                             60,408  96,466 
  

  

Property, equipment and improvements       

at cost less accumulated depreciation                                                 209,194  235,588 
  

  

Other assets:      

Deferred  development costs, net (NOTE 1)                                                  940  1,037    

Reserve for replacements (NOTE 2)                                                           69,426  99,258    

Reserve fund for operations (NOTE 2)                                                            20,270  19,289 
  

  

TOTAL ASSETS                                                                                           $     360,238   $     451,638    

        

                               LIABILITIES AND PARTNERS' CAPITAL       

Current liabilities:       

Current portion of mortgage loan payable  $       56,119   $       51,626    

Accounts payable 1,760  19,818    

Prepaid rent 33      

Accrued interest- security deposits (NOTE 1) 2,764  2,493    

Tenant security deposits 18,079  18,089 
  

  

Total current liabilities                                                                             78,755  92,026    

Mortgage loan  payable, net of current       

portion (NOTE 3) 815,848  871,967 
  

  

Partners' capital (534,365) (512,355) 
 

  

TOTAL LIABILITIES AND PARTNERS' CAPITAL $360,238  $451,638    
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Sample Apartments CalHFA #11-111-N 
Statements of Operations 

For the Years Ended December 31, 20xx and 20yy 
 
  20xx 20yy 

Income:     

 Gross rent income $453,401  $456,557  

 Interest income 5540  6688  

 Other income 4268  3607  

Total  gross  income 463209  466852  

      

Vacancy loss (2409) (4120) 

Bad debts (414) (404) 

Total income 460386  462328  

      
Payroll and related costs:     

Office and administrative salaries 10736  10107  

 Manager's salaries 36256  26126  

 Maintenance salaries 30782  25607  

 Payroll taxes  and  workers' 
compensation 

10856  10274  

 Employee benefits 7626  6155  

 Employee apartment rent (NOTE 1) 14448  14448  

Total  payroll and related costs 110704  92717  

    

Administrative:   

 Renting expenses 1665  1501  

 Miscellaneous 5689  1308  

 Office 5525  3127  

 Management fee (NOTE 4) 35376  35376  

 Audit 4700  4600  

 Social activities 4770  5528  

 Telephone 2491  2675  

 Total administrative 60216  54115  

    

Utilities:    

 Electricity 20240  20296  

 Water and sewer 22830  20035  

Total utilities 43070  40331  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments CalHFA #11-111-N 
Statements of Operations (continued) 

For the Years Ended December 31, 20xx and 20yy 
 

  20xx 20yy 

   

Operating and maintenance:      

 Maintenance supplies $6,771  $3,479  

 Grounds supplies 2,209  130  

 Contract maintenance and repairs 38,304  38,885  

 Grounds contract (NOTE 4) 20,128  22,513  

 Security contracts 2,344  2,121  

 Exterminating contracts 1,003  964  

 Garbage and trash removal 14,567  14,433  

 Air conditioning repairs 993  169  

 Carpet repairs and  replacement 7,803  6,667  

 Paint/ decorating 4,800  1,519  

 Appliances 2,719  3,968  

 Janitorial supplies 313  231  

 Blinds replacement 1,661  461  

 Tile and Vinyl replacement 5,182  5,932  

 Vehicle operating and repair 1,233  902  

Total operating and maintenance 110,030  102,374  

    

Insurance and taxes:    

 Property insurance 12,665  12,152  

 Earthquake insurance 1,904  2,690  

 Property taxes 21,560  21,034  

 Business licenses 141  141  

Total insurance and taxes                                                                           36,270  36,017  

    

Other  expenses:     

 Interest on mortgage 75,399  79,533  

 Interest-other 997  428  

 Depreciation 26,394  26,045  

 Amortization 97  97  

Total other  expenses 102,887  106,103  

    

Owner entity expenses:   

 State minimum tax 800  800  

 Residual receipts due to CalHFA 13,793   

Total entity expenses 14,593  800  

    

Total expenses 477,770  432,448  

    

Net income (loss)  $(17,384)  $ 29,880  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA 11-111-N 

Statements of Changes in Partners’ Capital 
For Years Ended December 31, 20xx and 20yy 

          

  Balance Net Loss Distributions Balance 

  12/31/20yy for 200xx in 20xx 12/31/20xx 

      

General Partners         

Placer Trust "A" (4.97%)  $  (35,227)  $     (820)  $        (229)  $  (36,276) 

A Corporation (.01%) (49) (17) (1) (67) 

ABCD, Inc. (.01%)  (48) (16) (1) (65) 

          

Limited Partners         

Associated Group (.01%)  (48) (16) (1) (65) 

California Home Group (95%)  (476,983) (16,515) (4,394) (497,892) 

      

Total    $(512,355)  $(17,384)  $      (4,626)  $(534,365) 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

 Statements of Cash Flows 
For the Years Ended December 31, 20xx and 20yy 

 
  20xx 20yy 

Cash flows from operating activities:      

 Rental receipts 450,125  452,080  

 Interest receipts 2,496  2,418  

 Other receipts 4,268  3,607  

 Administrative expenses paid (24,840) (18,739) 

 Management fees paid (35,376) (35,376) 

 Utilities paid (44,051) (41,071) 

 Salaries and wages paid (92,222) (76,288) 

 Operating and maintenance expenses paid (128,088) (94,621) 

 Payroll taxes, workers' compensation     

 and employee benefits  paid (18,482) (16,429) 

 Real property taxes (17,789) (18,829) 

 Impound deposits made (14,500) (15,211) 

Miscellaneous taxes and insurance paid (1,138) (1,369) 

 Interest on mortgage note paid (75,399) (79,533) 

 Tenant security deposits (net) 183  (778) 

Net cash provided by operating activities 5,187  59,861  

    

Cash flows  from investing activities:    

 Residual receipts due to CalHFA (13,793)   

 Deposits to reserve for replacement (18,876) (18,876) 

 Withdrawals from replacement reserve 52,378  2,183  

Net cash  provided (used) by investing activities 19,709  (16,693) 

    

Cash flows  from financing activities:     

 Mortgage principal payments (51,626) (47,492) 

 Cash distributions paid to partners (4,626) (4,626) 

 Entity expense (800) (800) 

    

Net cash  provided (used) by financing activities (57,052) (52,918) 

    

Net increase (decrease) in cash (32,156) (9,750) 

      

Cash -beginning of period 36,393  46,143  

Cash -end of period 4,237  6,393  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

Statements of Cash Flows - (Continued) 
For the Years Ended Decem ber  31, 20xx and 20yy 

 

  20xx 20yy 

Reconciliation of net loss  to net     

cash provided by operating activities:     

 Net income (loss) (17,384) 29,880  

 Adjustments to reconcile net income     

 (loss) to net cash provided by operating activities:     

 Depreciation 26,394  26,045  

 Amortization 97  97  

 State minimum tax 800  800  

 Residual receipts due to CalHFA 13,793    

 Interest earned on reserve for replacement (3,670) (4,622) 

 Interest earned on operating reserve 
Decrease (increase) in: 

(742) (740) 

 Accounts receivable (486) 47  

 Accrued interest 626  352  

 Prepaid insurance 69  (369) 

 Impound accounts 3,771  2,205  

 Operating reserve (239)   

 Tenant security deposits (net) 183  (1,578) 

Increase (decrease) in :     

 Accounts payable (18,058) 7,744  

 Prepaid rent 33  _____ 

Net cash provided by operating activities 5,187  59,861  
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SAMPLE FINANCIAL STATEMENT 

 
Sample Apartments 
CalHFA # 11-111-N 

Notes to Financial Statements 
For the Years Ended December 31, 20xx and 20yy 

 
 
NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES  
 
Organization and Regulatory Agreement 
 
The  Sample Apartments Company is  a  limited  partnership  organized to  develop, own  and manage a 67-unit 
two-story apartment complex, located  at 1450 Street Name, Anytown, California with  construction and  
permanent mortgage loan  financing insured by California Housing Finance  Agency  (CalHFA).  The 67 units 
are comprised of 44 one-bedroom units and 23 two-bedroom units.  The  project  is intended for  rental  to 
senior  citizens of low  or moderate income  and  has  entered into  an  agreement with  the  United States  
Department of Housing and   Urban   Development to  provide housing assistance payments pursuant  to 
Section  8 of the United  States  Housing Act of 1937, as amended.  At December 31, 20xx, 65 units were 
subsidized by Section 8. Such projects are regulated by CalHFA as to rent charges and   operating methods. 
The regulatory agreement limits annual distributions of net operating receipts to 6% of the owners' equity 
($77,100) to be paid only when surplus cash exists   at the end of the year.  Undistributed amounts are 
accumulated for future distributions. 
 
The partnership began June xx, 9xx, when it acquired all of the assets and liabilities of Sample Apartments 
Company Apartments in the development stage. The conversion was approved by all parties involved including 
CalHFA who has provided the construction and permanent loan of $1,xxx,xxx. 
 
Financial Statement Presentation 
 
The accompanying financial statements are presented on the accrual basis of accounting.  For purposes of the 
financial statements, cash is defined as unrestricted cash balances. 
 
Amortization of Title and Recording Costs 
 
Title and  recording costs  are  being  amortized over  the  term  of  the  mortgage loan  (480 months). 
 
Depreciation 
 
The cost of buildings and improvements is being depreciated by accelerated methods over estimated useful 
lives, which range from three to 331/3 years for the various components of cost. 
 
Income Taxation 
 
The partnership is not subject to income taxation as the income or loss of the partnership is required to be 
reported by the respective partners on their income tax returns. However, the partnership is subject to the State 
of California minimum franchise tax, which amounted to $800 in both 20yy and 20xx. 
 
Interest on Security Deposit Liabilities 
 
Security deposit liabilities at December 31, 20xx include accrued interest payable to the tenants on their 
deposits from the date of receipt to December 31,20xx in the amount of $2,764.
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SAMPLE FINANCIAL STATEMENT 

 
Note 1 –SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) 
 
Employee Apartments 
 
The fair market value of employee rental   allowances is included in the accompanying financial statements 
as part of gross rental income and payroll expenses. 
 
Accounts Receivable 
 
It is the practice of Sample Apartments Company to expense uncollectible only after exhausting all efforts to 
collect the amount due.   No allowance for doubtful accounts is used   and management believes all 
amounts will be collected in full. 
 
 
NOTE 2- RESTRICTED FUNDS 
 
Accrued Interest 
 
Accrued interest represents the amount of interest earned but not yet received at December 
31, 20xx on the following restricted accounts. 

Tax and insurance impounds $ 120 
Reserve for replacement 415 
Reserve fund for operations  94 
Total accrued interest            $ 629  

  
 
Tenant Security Deposits 
 
Tenant security deposits are maintained in a separate account and interest earned on the deposits is 
credited to a liability account to be refunded or applied for the benefit of tenants. Interest earned during 20xx 
was $78. The activity in the account for 20xx was as follows: 
 
  

 
 
 
 
Impounds 
 

As required by the regulatory agreement with California Housing Finance  Agency  (CalHFA) the   
Partnership  is  to   make   monthly  impound  deposits  to  cover   insurance  premiums, 
property taxes and  to maintain a reserve for replacement. These restricted funds are held by 
CalHFA and expenditures are subject to supervision and approval by that agency. 

Balance, December 31, 20yy $25,965 
Interest earned 78 
Balance, December 31, 20yy $26,043 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA 11-111-N 

Notes to Financial Statements 
For the Years Ended December 31, 20xx and 20yy 

 

NOTES 2 – RESTRICTED FUNDS (Continued) 
 
Impounds (Continued) 
 
The account activity during 20xx was as follows: 
 
    Earthquake     

  Insurance      Insurance Taxes Total 

          

Balance, December 31,20yy $8,756  $5,274  $11,417  $25,447  

Additions  14060  3060  21420  38540  

Interest received     1050  63987  

Deductions-         

 Hazard insurance (12509)     0  

 Earthquake insurance   (5192)   (5192) 

 Real property taxes         

Balance, December  31,20xx _______ ______ (25660) (25660) 

  $10,307  $3,142  $8,227  $21,676  

 
  

Replacement Reserve 
 
The Replacement Reserve m a y  be used fo r  replacement of assets o r  excess operating costs with 
CalHFA's approval. Activity in the account during 20xx was as follows: 
 

Balance, December  31,200yy      $99,258  

 Additions 18876  

 Interest received 3670  

 Withdrawals (52139) 

 Transfer (239) 

Balance, December  31,200xx   $69,426  
 
 

Reserve Fund for Operations 
 
Restricted f u nds  include reserve fund for  operations of $20,270 at December 31 20xx, which has 
been designated by CalHFA as a reserve needed to fund future extraordinary operating expenses. 
The activity in the account for 20xx was as follows: 
  
         

Balance, December 31, 20yy  $19289 
Interest received 742 
Transfer           239 
Balance, December 31, 20xx  $20,270 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA # 11-111-N 

Notes to Financial Statements 
For the Years Ended December 31, 20xx and 20yy 

 
NOTE 3 - MORTGAGE LOAN PAYABLE 
 
The partnership has a mortgage loan payable to California Housing Finance Agency with an 
original balance o f  $1,xxx,xxx.  The note b e a r s  i n t e r e s t  at 7.375% and h a s  a 40-year t e r m . 
Monthly payments of principal and i n t e r e s t  are $10,585.   Amortization of the  note  began 
April  1, 19xx  and  the  note  is  due   April  1,  2019.    The a p a r tm e n t  complex is pledged as 
collateral. 
 
Principal amounts maturing over the next five years and thereafter are as follows: 
 2009         $59,119 
 2010           61,004 
 2011           66,314 
 2012           72,085 
 2013           78,360 
 2014-2018       508,783 
 2019           31,302 
 Total            $871,967 
 
NOTE 4 – RELATED PARTY TRANSACTIONS 
 
The  partnership  employs AM Management Company , an  affiliate  of  A Corporation (a general   
partner) as  its  management agency  for  the  project.    The management fees  paid  to  them  are  
subject  to  the  regulations and  approval of California Housing Finance  Agency  (CalHFA).  The total 
cost of management fees incurred during 20xx was $35,376.  AM Management Company also allocates 
certain   personnel and supply costs to the project, the amount of which is not material. 
 
The partnership employs Any Landscape Company, which is a related party  to A Corporation, one  of  
the  general   partners, to  perform grounds maintenance for  a monthly contract amount plus  
reimbursement for  materials and  labor  costs  for  additional services provided. The total payments made 
to Any Landscape during 20xx were $20,992. 
 
NOTE 5 - COMMINGLED FUNDS 
 
There were no commingled funds during the year. 
 
NOTE 6 - BOOK TO TAX RECONCILIATION 
 
Depreciation methods used in preparing the financial statements differ from those required for 
t h e  p a r t n e r s h i p  tax r e t u r n .   These d i f f e r e n c e s  in d e p r e c i a t i o n  expense result   in 
t h e  difference between the net loss reported in the financial statements and net loss reported 
in the partnership tax return. These differences are summarized as follows: 
 
                 Financial   Tax   Difference 
                 Statements  Return 
 
 
Depreciation expense           $26,394   $14,673  $11,721 
Net Loss per financial statements                (17,384) 
 
Net Loss per tax return                    $(5,663)  
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SAMPLE FINANCIAL STATEMENT 

 

 
 
 
 
 
 
 
 
 
 
 

SUPPLEMENTARY INFORMATION 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

 Balance Sheet Data 
December 31, 20xx  

 
 Account No. 20xx 

   

 Current Assets  

1120 Cash - Operations $4,237  

1130 Tenant/Member Accounts Receivable (Coop) $4  

1135 Account receivable - HUD $482  

1160 Accounts Receivable - Interest $629  

1200 Miscellaneous Prepaid Expenses $7,337  

1100T Total current assets $12,689  

   

 Deposits Held in Trust - Funded  

1191 Tenant/Patient Deposits Held in Trust $26,043  

   

 Restricted Deposits and Funded Reserves  

1310 Escrow Deposits $21,676  

1320 Replacement Reserve $69,426  

1330 Other Reserves $20,270  

1300T Total Deposits $111,372  

   

 Rental Property  

1410 Land $183,324  

1420 Buildings $1,602,686  

1440 Building Equipment - Portable $223,689  

1450 Furnishings $0  

1465 Office Furniture and Equipment $18,152  

1470 Miscellaneous Equipment $8,548  

1480 Motor Vehicles $0  

1490 Miscellaneous Fixed Assets $45,521  

1495 Accumulated Depreciation ($1,872,72
6) 

1400N  $209,194  

 Other Assets $0  

1520 Investments - Entity $940  

1500T Miscellaneous Other Assets $940  

   

1000T Total Assets $360,238  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

 Balance Sheet Data - continued 
December 31, 20xx  

 
 LIABILITIES AND PARTNERS' EQUITY (DEFICIT)  

 Account No. 20xx 

   

 Current Liabilities $0  

2110 Accounts Payable - Operations $1,760  

2170 Mortgage payable- first mortgage, current maturities $56,119  

2210 Prepaid Revenue $33  

2122T Total current liabilities $57,912  

   

 Deposits Liability  

2191 Tenant Deposits Held in Trust  $20,843  

   

 Long-Term Liabilities  

2310 Notes payables, net of current maturities $815,848  

2300T Total Long-Term Liabilities $815,848  

   

2000T Total liabilities $894,603  

   

3130 Partners' Equity (Deficit) ($534,365) 

2033T Total liabilities and partners' equity (deficit) $360,238  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments CalHFA #11-111-N 
Statements of Operations 

December 31, 20xx 
 

Account 
No. 

   

 RENT REVENUE   

5121 Tenant Assistance Payments $0   

5120 Rent Revenue- Gross Potential $453,401   

5140 Rent Revenue- Stores & Commercial $0   

5170 Rent Revenue- Garage & Parking $0   

5190 Miscellaneous Rent Revenue $0   

5100T Rent Revenue   $453,401  

    

 VACANCIES   

5220 Apartments $2,409   

5240 Stores & Commercial $0   

5250 Rental Concessions $0   

5270 Garage & Parking Spaces $0   

5290 Miscellaneous $0   

5200T Vacancies  $2,409  

    

5152 Net Rental Revenue   $450,992  

    

 FINANCIAL REVENUE   

5410 Financial Revenue- Project Operations $5,540   

5430 Revenue from Investments- Residual Receipts $0   

5440 Revenue from Investments- Replacement Reserves $0   

5490 Revenue from Investments- Miscellaneous $0   

5400T Financial Revenue  $5,540  

    

 OTHER REVENUE   

5910 Laundry & Vending Revenue $0   

5920 Tenant Charges $0   

5990 Miscellaneous Revenue $4,268   

5900T Other Revenue  $4,268  

    

5000T TOTAL REVENUE  $460,800  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments CalHFA #11-111-N 
Statements of Operations - continued 

December 31, 20xx 
Account 

No. 
   

 ADMINISTRATIVE EXPENSES   

6203 Conventions & Meetings $0   

6204 Management Consultants $0   

6210 Advertising & Marketing $1,665   

6250 Other Renting Expenses $0   

6311 Office Expenses $8,016   

6312 Office or Model Apartment Rent $0   

6310 Office Salaries $10,736   

6320 Management Fee $35,376   

6330 Manager or Superintendent Salaries $36,256   

6331 Administrative Rent Free Unit $14,448   

6340 Legal Expense - Project $0   

6350 Audit Expense $4,700   

6351 Bookkeeping Fees/Accounting Services $0   

6370 Bad Debts $414   

6390 Miscellaneous Administrative Expenses $10,459   

6263T Administrative Expenses  $122,070  

    

 UTILITIES EXPENSE   

6450 Electricity $20,240   

6451 Water $22,830   

6452 Gas $0   

6453 Sewer $0   

6400T Utilities Expense  $43,070  

    

 OPERATING AND MAINTENANCE EXPENSES   

6510 Payroll $30,782   

6515 Supplies $20,936   

6520 Contracts $60,428   

6521 Operating & Maintenance Rent Free Unit $0   

6525 Garbage & Trash Removal $14,567   

6530 Security Payroll/ Contracts $2,344   

6531 Security Rent Free Unit $0   

6546 Heating/Cooling Repairs & Maintenance $0   

6548 Snow Removal $0   

6570 Vehicle & Maintenance Equip. Operation & Repairs $1,233   

6590 Miscellaneous Operating & Maintenance Expenses $10,522   

6500T Operating & Maintenance Expenses  $140,812  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments CalHFA #11-111-N 
Statements of Operations - continued 

December 31, 20xx 
 

S1000-10 Total principal payments required under the mortgage in the audit year 
(12 monthly payments).  This applies to all direct loans and CalHFA-
held and fully insured mortgages.  Any CalHFA approved second 
mortgages should be included in the figures. 

$0  

S1000-20 Replacement Reserve Deposit required by the Regulatory Agreement 
or Amendments thereto, even if payments may be temporarily 
suspended or waived 

$21,600  

S1000-30 Replacement or Painting Reserve releases which are included as 
expense items on the Income Statement. 

$0  

S1000-40 Project Improvement Reserve Releases under the Flexible Subsidy 
Program that is included as expense items on this Income Statement. 

$0  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments CalHFA #11-111-N 
Statements of Operations - continued 

December 31, 20xx 
 

Account 
No. 

   

 TAXES & INSURANCE   

6710 Real Estate Taxes $21,560   

6711 Payroll Taxes (Project's share) $10,856   

6720 Property & Liability Insurance (Hazard) $14,569   

6721 Fidelity Bond Insurance $0   

6722 Workmen's Compensation $0   

6723 Health Insurance & Other Benefits $7,626   

6790 Miscellaneous Taxes, Licenses, Permits & Insurance $141   

6700T Taxes & Insurance  $54,752  

    

 FINANCIAL EXPENSES   

6820 Interest on Mortgage (or Bonds) Payable $75,399   

6830 Interest on Notes Payable (Long Term) $0   

6840 Interest on Notes Payable (Short Term) $997   

6850 Mortgage Insurance Premium/ Service Charge $0   

6890 Miscellaneous Financial Expenses $0   

6800T Financial Expenses  $76,396  

    

6000 Cost of Operations before Depreciation  $437,100  

5060 Profit (Loss) before Depreciation  $23,700  

    

 DEPRECIATION & AMORTIZATION EXPENSES   

6600 Depreciation Expense $26,394   

6610 Amortization Expense $97   

6611 Depreciation & Amortization Expenses  $26,491  

    

5060N Operating Profit (Loss)  ($2,791) 

    

 NET ENTITY EXPENSES   

7105 Entity Revenue $0   

7110 Officer's Salaries $0   

7120 Legal Expenses $0   

7130 Federal, State, and Other Income Taxes $800   

7141 Interest on Notes Payable $0   

7142 Interest on Mortgage Payable $0   

7190 Other Expenses $13,793   

7100T Net Entity Expenses  $14,593  

    

3250 Net Profit (Loss)  ($17,384) 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

 Statement of Cash Flow  
December 31, 20xx  

Account No.    

 Cash Flow from Operating Activities   

S1200-010 Rental Receipts $450,125   

S1200-020 Interest Receipts $2,496   

S1200-025 Gifts $0   

S1200-030 Other Operating Receipts $4,268   

S1200-035 Entity/Construction Receipts $0   

S1200-050 Administrative ($24,840)  

S1200-070 Management Fee ($35,376)  

S1200-090 Utilities ($44,051)  

S1200-100 Salaries and Wages ($92,222)  

S1200-110 Operating and Maintenance ($128,08
8) 

 

S1200-120 Real Estate Taxes ($17,789)  

S1200-140 Property Insurance ($14,500)  

S1200-150 Miscellaneous Taxes and Insurance ($1,138)  

S1200-160 Tenant Security Deposits $183   

S1200-170 Other Operating Expenses $0   

S1200-180 Interest on First Mortgage ($75,399)  

S1200-181 Interest Payments - Second Mortgage $0   

S1200-182 Interest Payments - Third Mortgage $0   

S1200-220 Miscellaneous Financial ($18,482)  

S1200-240 Net Cash Provided (used) by Operating Activities :   $5,187  

    

 Cash Flow from Investing Activities   

S1200-245 Net Deposits to the Mortgage Escrow Account $0   

S1200-250 Net Deposits to the Reserve for Replacement Account $33,502   

S1200-255 Net Deposits to Other Reserves $0   

S1200-260 Net Deposits to Residual Receipts Account ($13,793)  

S1200-330 Net Purchases of Fixed Assets $0   

S1200-350 Net Cash Provided (used) by Investing Activities :   $19,709  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

 Statement of Cash Flow  
December 31, 20xx  

 

Account No.    

 Cash Flow from Financing Activities   

S1200-360 Principal Payments - First Mortgage (or Bonds) ($51,626)  

S1200-361 Principal Payments - Second Mortgage $0   

S1200-362 Principal Payments - Third Mortgage $0   

S1200-417 Principal Payments on Capital Recovery Payment $0   

S1200-420 Distributions ($4,626)  

S1200-430 Contributions $0   

S1200-450 Other Financing Activities ($800)  

S1200-455 Entity/Construction Financing Activities $0   

S1200-460 Net Cash Provided (used) by Financing Activities :   ($57,052) 

    

 Net Increase (Decrease) in Cash & Cash Equivalents: ($32,156)  

    

 Cash and Cash Equivalents   

S1200-480 Cash and Cash Equivalents - Beginning of Period $36,393   

S1200T Cash as Reported on Financial Position $4,237   

    

 Reconciliation of Net Income (Loss) to    

 Net Cash Provided by Operating Activities   

6600 Depreciation Expense $26,394   

6610 Amortization Expense $97   

S1200-490 Decrease (Increase) in Tenant/Member Accounts Receivable $0   

    

S1200-500 Decrease (Increase) in Accounts Receivable - Other ($486)  

S1200-505 Increase in Gifts Receivable $0   

S1200-510 Decrease (Increase) in Accrued Receivables ($4,412)  

S1200-520 Decrease (Increase) in Prepaid Expenses $0   

S1200-540 Increase (Decrease) in Accounts Payable ($14,526)  

S1200-560 Increase (Decrease) in Accrued Liabilities $13,793   

S1200-570 Increase (Decrease) in Accrued Interest Payable $626   

S1200-580 Increase (Decrease) in Tenant Security Deposits Held in Trust $183   

S1200-590 Increase (Decrease) in Prepaid Revenue $102   

S1200-600 Other Adjustments to Reconcile Net Income (Loss)    

 to Net Cash Provided by Operating Activities $800   

    

 Net Income (Loss)  ($17,384) 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA #11-111-N 

Changes in Fixed Assets 
For the Year Ended December  31, 20xx 

 
 
Assets Balance 

12/31/20yy 

  
 

Additions 

  
 

Deductions 

 Balance 

12/31/20xx  

Land $  53,000      $  53,000 

Land Improvement 130,324      130,324 

Buildings 1,602,686      1,602,686 

Building Equipment- Fixed 45,521      45,521 

Furniture & Equipment 18,152      18,152 

Maintenance Equipment 8,548      8,548 

Site Improvements 223,689      223,689 

Totals 2,081,920  $  0  $  0  2,081,920 

Accumulated Depreciation 1,846,332  $  26,394  $  0  1,872,726 

Net Book Value $  235,588      $  209,194 
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA # 11-111-N 

Supplementary Information Required by CalHFA 

For the Year Ended December 31, 20xx 
 
 

Schedule of Federal Financial Ass is t anc e  
 
 

  Federal   

  CFDA   

Program Number Amount       

Department of Housing and     

Urban Development-Rent Supplements -     

Rental Housing for Lower Income Families 14.149 $278,498  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA # 11-111-N 

Supplementary Information Required by CalHFA 
For the Year Ended December 31, 20xx 

 
Surplus Cash Computation 
 
Add:   

 Cash on hand and in banks $4,237  

 Reserve fund for operations 20,270 

 Tenant security deposit 26,043 

Total 50,550 

   

Less- current obligations:   

 Accounts payable         1,760 

 Accrued interest- security deposits    2,764 

 Tenant security deposits 18,079 

   

Current obligations         22,603 

   

Surplus cash  end  of year  $27,947  

   

Current year owner distribution allowed under the   

Regulatory Agreement with CalHFA (6% x $77,100) $4,626  

   

Accumulated Limited Distributions   

   

 Allowable accumulated limited distribution at   

 beginning of the year     $4,626  

 Less distributions paid  during year                          ($4,626) 

 Current year owner distribution allowed per                            

 "surplus cash" computation                               $4,626  

  

Accumulated limited distributions, payment   

subject to prior  approval by CalHFA        $4,626  
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SAMPLE FINANCIAL STATEMENT 

Sample Apartments 
CalHFA # 11-111-N 

Supplementary Information Required by CalHFA 
For the Year Ended December 31, 20xx 

 
Disposition of Surplus Cash   

    

Surplus cash $27,947  

Total  allowable owner distribution   

(subject  to CalHFA approval) ($4,626) 

Residual receipts $23,321  

    

CALCULATION OF RESIDUAL RECEIPTS TO CalHFA:   

    

Reserve fund for operations:   

 Current year account requirement (5% of year-end    

 maximum gross potential rent) $22,670  

 Reserve fund for operations balance ($20,270) 

 Reserve fund for operations shortage $2,400  

Earned surplus account:    

 Residual receipts $23,321  

 Reserve fund for operations year-end balance ($20,270) 

 Residual receipts balance $3,051  

    

Due to CalHFA for reserve fund for operations $2,400  

   

Remaining residual receipts- earned surplus due to CalHFA $651  

    

Cash   

Unrestricted Cash Operating Accounts   

 Cash in office (petty cash) $600  

 Bank of America  (general checking) $3,637  

Total unrestricted cash $4,237  

    

Restricted Cash  Accounts   

 Bank of America  (tenant deposits) $26,043  

 CalHFA (Tax and insurance impounds) $21,676  

 CalHFA (Reserve fund for operations) $20,270  

 CalHFA (Reserve for replacement) $69,426  

 Total  restricted cash $137,415  
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Sample Apartments 
CalHFA # 11-111-N 

Supplementary Information Required by CalHFA 

For the Year Ended December 31, 20xx 
 

Accounts Payable 

 

Accounts payable consists of amounts payable to suppliers, which are due w i t h i n  30 days of  

year-end. 

 

Gross Potential Rents 

 

Gross potential rent includes: 
 

Tenants $ 157,632 

Housing assistance payments 278,498 

Employee quarters 14,448 

Vacancy loss 2,409 

Bad debt   414 

 

Total gross potential rent  $453,401 

 

Management Fee 

 

The term of the most recent management agreement expired on August 7, 20zz.  However, the 

agreement states t h a t  upon e x p i r a t i o n  of the term of the contract, if not otherwise renewed, it 

shall be deemed to continue on a month-to-month basis. 

 

The management fee authorized by CalHFA for 20xx is as follows: 

 

   12 X $2,948 monthly fee     $35,376 
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INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROL 
 
To the Partners of 
Sample Apartments Company 
Sacramento, California 
 
We have audited  the financial statements of Sample Apartments Company (a California Limited  
Partnership) as of and  for the years ended  December 31, 20xx  and  20yy, and  have issued  our  
report  thereon  dated  February 15, 20zz.  We have also audited Sample Apartments Company's 
compliance  with requirements applicable to HUD assisted programs and have issued our report 
thereon  dated February 15, 20zz. 
 
We conducted our audits in accordance with auditing standards generally accepted in the United 
States of America,  the standards applicable to financial audits contained in Government  Auditing 
Standards, issued  by the Comptroller General of the United  States, and  the Consolidated Audit  
Guide for Audits  of  HUD  Programs (the "Guide"), issued  by the U.S. Department of Housing and  
Urban  Development, Office of the Inspector General.   Those standards and  the Guide  require  that 
we plan and  perform  the audits to obtain  reasonable assurance about  whether the  financial  
statements are  free  of material misstatement and  about  whether Sample Apartments Company 
compiled with  laws  and  regulations, noncompliance with  which  would   be material  to a major 
HUD-assisted program. 
 
The management of Sample Apartments Company is responsible for establishing and maintaining 
effective internal control.   In planning and  performing our  audit of the financial  statements and  
compliance, we considered Sample Apartments Company's internal control  over  financial  
reporting and  its internal control over compliance with  requirements that  could  have  a direct  and  
material effect on a major  HUD-assisted program in order  to determine our auditing procedures 
for the purpose of expressing our  opinions on the financial   statements  and   on  compliance,  but   
not  for  the   purpose  of  expressing  an   opinion   on  the effectiveness of the  Sample Apartments 
Company's internal control.    Accordingly/  we  do  not  express an opinion  on the effectiveness of 
Sample Apartments Company's internal control  over financial reporting and internal control over 
compliance. 
 
Our consideration of internal control  over financial  reporting and  internal control over compliance 
was for the  limited   purpose  described  in  the   preceding  paragraph  and   would   not   
necessarily  identify  all deficiencies  in internal control  that  might  be significant deficiencies  or  
material  weaknesses as  defined below.  However, as discussed below, we identified certain 
deficiencies in internal control that we consider to be significant deficiencies. 
 
A  control  deficiency  exists  when   the  design   or  operation of a  control does  not  allow  
management or employees, in the normal course  of performing their  assigned functions, to 
prevent or detect  on a timely basis  misstatements or  noncompliance with  applicable 
requirements  of  a  HUD-assisted  program. A significant deficiency  is a control  deficiency, or 
combination of control deficiencies, that  adversely affects the entity's ability to initiate, authorize, 
record,  process,  or report financial data  reliably  in accordance with generally accepted  accounting 
principles or to administer a HUD-assisted program such  that  there is more than  a remote  
likelihood that  (a) a misstatement of the entity's financial statements, or (b) noncompliance with  
applicable requirements of a HUD-assisted program, that  is more  than  inconsequential will not  
be prevented or detected. We consider the deficiencies described below to be significant 
deficiencies. 
 
We consider the deficiency in internal control described in the accompanying schedule of 
Findings and Questioned Costs as item number one to be a significant deficiency. A material 
weakness is a significant deficiency, or  combination of significant deficiencies, that  result  in more  than  a  
remote  likelihood that  (a) a material misstatement of the financial statements, or (b) material 
noncompliance  with   applicable  requirements of  a  HUD-assisted  program,  will  not  be  prevented  or 
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detected. We did not consider any of the significant deficiencies described above to be material 
weaknesses. 
 
The Sample Apartments Company's response to the finding identified in our audit is described in the 
accompanying schedule of Findings and Questioned Costs section.  We did not audit the Sample 
Apartments Company’ response and accordingly we express no opinion on it. 
 
This report is intended for the information of management and the Department of Housing and Urban 
Development. However, this report is a matter of public record and its distribution is not limited. 
 
 
 
Sacramento, California               Certified Public Accountant 
February, 15,20zz



 

28 
 

SAMPLE FINANCIAL STATEMENT 

AUDITOR’S REPORT ON COMPLIANCE WITH LAWS AND REGULATIONS APPLICABLE TO 
CALIFORNIA HOUSING FINANCE AGENCY 

 
 

The Partners of 
Sample Apartments Company 
Sacramento, California 
 
We have  audited the financial  statements of Sample Apartments Company, a limited partnership, Project 
#11-111-N, as of and  for the years  ended  December  31, 20xx  and  20yy, and  have  issued our report  
thereon, dated  February 15,20zz. 
 
We conducted our audit in accordance with generally accepted auditing standards and 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 of 
material misstatement. 
 
The project's management is responsible for compliance with applicable laws and regulations to the project 
and the terms of the regulatory agreement with CalHFA.    As  part  of obtaining reasonable assurance about  
whether the financial statements are free of material misstatement, we performed tests of the project's 
compliance with  certain  provision of laws, regulations, and terms  of the  regulatory agreement   with  
CalHFA,  non-compliance with  which  could  have  a material  effect  on  the  financial  statements.   
However, our objective was not to provide an opinion on overall compliance with such provisions.  
Accordingly, we do not express such an opinion. 
 
We  also  considered  those  compliance .matters  set  forth  in  the  Audited  Financial  Statement 
Handbook  for  Multi-Family  Rental   Housing Financed   by  the  California   Housing  Finance Agency. 
 
The results of our tests disclosed no instances of noncompliance that are required to be reported herein. 
 This report is intended for the information of management and the California Housing Finance Agency.  
However, this report is a matter of public record and its distribution is not limited. 
 
 
 
                                                                                               Certified Public Accountants 
Sacramento, California 
February 15, 20zz 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC 
REQUIREMENTS APPLICABLE TO NONMAJOR HUD PROGRAM TRANSACTIONS 

 
 
To the Partners of 
Sample Apartments Company 
Sacramento, California 
 
We have audited the financial statements of Sample Apartments Company as of and for the years ended 
December 31,20xx and 20yy and have issued our report thereon dated February 15, 20zz. 
 
In connection with our audit of the December  31, 20xx  and  20yy financial  statements of Sample 
Apartments  Company and with  our consideration of the Sample Apartments Company's internal  control 
used  to administer HUD  programs, as required by the Consolidated Audit  Guide  for Audits  of HUD 
Programs  (the "Guide") issued by the U.S. Department of Housing and  Urban  Development in  July  1998,  
we  selected  certain   transactions  applicable to certain nonmajor HUD  assisted programs for the years 
ended  December 31, 20 xx and 20yy. 
 
As required by the Guide, we performed auditing procedures to test compliance with the program 
requirements listed below that are applicable to those transactions. Our procedures were substantially less 
in scope than an audit, the objective of which is the expression of an opinion on the Sample Apartments 
Company's compliance with these requirements. Accordingly, we do not express such an opinion. 
 
Affirmative Fair -Housing 
Management, Maintenance, and Replacement Reserve 
Federal Financial Reports 
Application, Eligibility, and Re-examination of Tenants 
Security Deposits 
 
The results of our tests disclosed no instances of noncompliance that are required to be reported herein 
under the Guide. 
 
This report is intended for the information of the management and the Department of Housing and Urban 
Development.  However, this report is a matter of public record and its distribution is not limited. 
 
 
 

Certified Public Accountants 
Sacramento, California 
February 15, 20zz 
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INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS 
APPLICABLE TO AFFIRMATIVE FAIR HOUSING 

 
 
To the Partners of 
Sample Apartments Company 
Sacramento, California 
 
We have audited the financial statements of Sample Apartments Company (a California Limited Partnership) 
as of and for the years ended December 31, 20XX and 20yy and have issued our report thereon dated 
February 15,20zz.  
 
We have applied procedures to test Sample Apartments Company's compliance with the Affirmative Fair 
Housing requirements applicable to its HUD-assisted programs, for the years ended December 31, 20xx and 
20yy. 
 
Our  procedures were  limited  to the applicable  compliance requirement described  in the Consolidated  
Audit Guide for Audits of HUD Programs(the  "Guide")  issued  by  the  U.S. Department of Housing and  
Urban Development, Office of Inspector  General  in July 1998. Our procedures were substantially less in 
scope that an audit, the objective of which would be the expression of an opinion on Sample Apartments 
Company's compliance with the Affirmative Fair Housing requirements.  Accordingly, we do not express 
such an opinion. 
 
The results of our tests disclosed no instances of noncompliance that are required to be reported herein 
under the Guide. 
 
This report is intended for the information of management and the Department of Housing and Urban 
Development.  However, this report is a matter of public record and its distribution is not limited. 
 
 

Certified Public Accountants 
 
 
Sacramento, California 
February 15, 20xx 
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CalHFA Project #11-111-N 
Summary of Audit 

Findings and Recommendations 

For the Year Ended December 31, 20xx 
 
 
Status of Prior Year Findings and Recommendations: 

 

There were no findings and recommendations reported in the December 31,20yy financial 

statements. 

 

Findings and Recommendations: 

 
1.  Finding: During the audit of tenant files, the auditor noted two (2) instances where Sample Apartments 

did not perform background checks on potential tenants as required by the Department of HUD. 
 

Recommendation: We recommend background checks be performed on all potential tenants and 
retained as a part of the tenant file. 

 
Management Response: The management policy is to complete background checks, prior to move-in, on 
all applicants. Any missing background checks may have been in files of very long-term residents, move-
ins prior to HUD requirement. 
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Management Agent's Certification 

December 31, 20xx  
 
 
 
 

 

We hereby certify that we have examined the accompanying financial statements and supplemental 

information of Sample Apartments Company, as of and for the year ended December 31, 20xx and 20yy, 

and to the best of our knowledge and belief, the same is complete and accurate. 

 

 

 

 

 

 

 

 

 

AM Management Company 

Sign Name, President 

 
 
 
 
 

Date 
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Partner's Certification 
December 31, 20xx 

 
 

 

 

We hereby certify that we have examined the accompanying financial statements and supplementary information 

of Sample Apartments Company, as of and for the year ended December 31, 20xx and 20yy, and to the best of 

our knowledge and belief, the same is complete and accurate. 

 

 
 
 
 
 
 
 
 
 
 
 
 

A Corporation  

Sign Name, President 

Federal Identification #94-xxxxxxx 

 

 
 

Date  

 
      

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 


