REPORT OF INDEPENDENT AUDITOR









opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audil performed in accordance with Government Auditing Standards in
considering the Housing Finance Authority of Polk County, Florida's internal control over
financial reporting and compliance.

Other Reporting Required by the Rules of the Auditor General of the State of Florida

In accordance with Chapter 10.550 of the Rules of the Auditor General of the State of
Florida, I have also issued my report dated November 5, 2014 on my cxamination of the
Housing Finance Authority of Polk County, Florida's compliance with the requirements of
Section 218.415, Florida Statutes. The purpose of that report is to describe the scope of my
examining evidence about the Housing Finance Authority of Polk County, Florida's
compliance with those requiremnents and to express my opinion on such compliance. My
examination does not provide a legal determination on the Housing Finance Authority of
Polk County, Florida's compliance with the requirements of Section 218.415, Florida
Statutes. That report is an integral part of an examination conducted in accordance with
atteslation standards established by the American Institute of Certified Public Accountants to
consider the Housing Finance Authority of Polk County, Florida's compliance with the
requirements of Section 218.415, Florida Statutes.

Cobls & /r/m,.

November 5, 2014



MANAGEMENT’S DISCUSSION AND ANALYSIS

(UNAUDITED)



Housing Finance Authority of Polk County, Florida
{A Component Unit of Polk County, Florida)

Management’s Discussion and Analysis (Unaudited)

September 30, 2014 and 2013

MANAGEMENT’S DISCUSSION AND ANALYSIS

This section of the Housing Finance Authority of Polk County, Florida’s (“Authority™)
general purpose external financial statements presents our discussion and analysis of the
Authority’s financial performance during the fiscal year that ended on September 30, 2014.
Please read it in conjunction with the basic financial statements, which follow this section.

FINANCIAL HIGHLIGHTS

The Authority’s mission is to alleviate the shortage of affordable tesidential housing facilities
for low, moderate, and middle income families in Polk County, Florida. In pursuit of its
mission, the Authority borrows momney through the issuance of bonds, notes, or other
obligations to finance single family residential housing and muolti-family housing
developments. The Authority also provides loans and grants for the acquisition,
construction, renovation, and operation of residential housing facilities.

In connection with 1its past single family mortgage revenue bond programs, the Authority has
made cash contributions and forgiven loans. At times, the Authority has made loans and
grants to accomplish its public purpose. The grants may substantially impact the Authority’s
cxpenses in a single fiscal year and cause significant variation from year to year, and the
louns will reduce current agsets and increase noncurrent assets.

» The Authority’s net position decreased by approximately $13 thousand or .4 percent in
Fiscal 2014.

» As compared with Fiscal 2013, in Fiscal 2014 the Authority’s revenues increased from
$70 thousand to $73 thousand, an increase of $3 thousand or 4.3 percent. The increase
was primarily due to an increase in authority fees and other income. Expenses decreased
from $147 thousand to $86 thousand, a decrease of $61 thousand or 41.5 percent. The
net decrease was primarily atiributable to a decrease in grants of $42 thousand. Other
factors included a decrease in legal fees of $6 thousand, an increase in financjal advisor
fees of $2 thousand, and a dectease in provision for loan losses of $15 thousand.



Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Management’s Discussion and Analysis (Unaudited) (continued)

FINANCIAL HIGHLIGHTS (continued)

In October 2013, the Authority and Habitat for Humanity of East Polk County, Inc.
("Habitat") entered into a recipient agreement. Pursuant to the provisions of the Habitat
recipient agreement, the Authority provided $120,000 that was intended 1o be used by
Habitat for making mortgage loans (i.e., not to exceed $20,000, plus previous unused
amounts, per loan and each loan is owned by the Authority) to low and moderate income
fammilies. Under the terms of the Habitat recipient agreement, the Authority also agreed to
pay Habitat individual grants of $5,000 per home contermplated by this agreement
(limited to a total of $30,000) to pay or reimburse Habitat for a portion of the acquisition,
construction, and construction-related costs of the single family residences. Also under
the terms of the Habitat recipient agreement, the Authority agreed to pay Habitat
quarterly grants of $8,750 (limited to a total of $35,000) to assist in the payment of
certain Habitat persannel costs.

In Aprl 2014, the Authorty's Collateralized Multi-Family Housing Revenue Bonds,
Series 2013 ($4,000,000) matured in their entirety. The bond proceeds previously
provided moneys to assist in the funding of the Cypress Cathedral Apartments Project, a
multi-family residential rental housing project located in Pollkc County, Florida for persons
of low and moderate income.

In November 2014, the Authorty entered into a recipient agreement with Habitat for
Humanity of East Polk County, Inc. ("Habitat"). Pursuant to the provisions of the
recipient agreement, the Authority has agreed to provide $60,000 that is intended to be
uscd by Habitat for making mortgage loans (i.e., not to exceed $20,000, plus previous
unused amounts, per loan and cach loan to be owned by the Authority) to low and
moderate income families. Under the terms of the reciptent agrcement, the Authority
also agreed to pay Habitat individual grants of $5,000 per home contemplated by this
agreement (limited to a total of $15,000) to pay or reimburse Habitat for a portion of the
acquisition, construction, and construction-related costs of the single family residences.
Also under the terms of the recipient agreement, the Authority agreed to pay Habitat
quarterly grants of $8,750 (limited to a total of $35,000) to assist in the payment of
certain Habitat personnel costs.
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BASIC FINANCIAL STATEMENTS

(AUDITED)



Housing Finance Authority of Polk County, Florida
(A. Component Unit of Polk County, Florida)

Statements of Net Position

September 30
2014 2013

Assets
Current assels:

Cash and cash equivalents $ 202,475 % 275,977

Investments 864,708 859,413

Authority fees receivable 34713 19.335

Interest and other receivables 126 169

Loans receivable 102,102 76,815
Total current assets 1,204,124 1,231,709
Noncurrent assets:

Investments --- -—

Loans receivable, net 1,844,083 1,821,624
Total noncurrent assets 1,844.083 1.821,624
Total assets 3,048,207 3,053,333
Liabilities
Current liabilities:

Accrued expenses and other liabilities 12,535 3,800

Developer deposit — —
Total liabilities 12,535 3,800
Net Position
Restricted for mortgage loans - ---
Unrestricted net position 3.035.672 3,049,533
Total net position $ 3035672 § 3049533

Read the accompanying footnotes.

12









Housing Finance Authority of Polk County, Florida

(A Component Unit of Polk County, Florida)

Statements of Cash Flows (continued)

Reconciliation of operating income (loss)
to net cash provided by (used for)
operating activities:

Operating income (loss)

Adjustments to reconcile operating income (loss)
to net cash provided by (used for) operating
activities:

Provision for loan losses

Changes in assets and liabilities:

Authority fees receivable
Interest and other receivables
Loans receivable
Accrued expenses and other liabilities
Developer deposit

Net cash provided by (used for)

operating activities

Read the accomparnying foolnotes.

Year ended September 30
2014 2013
$ (19,185) § (81,972)
1,392 15,842
(15,378) (5,579)
- 7,800
(49,138) (26,479)
8,735 75
— {3,000)
$ (73574)_ 8  (93.213)




Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements

September 30, 2014 and 2013

1. Significant Accounting Policies

The accounting principles and policies of the Authority conform to accounting principles
generally accepted in the United States of America (“GAAP?), as applicable to governmental
cntities. The following is a summary of the significant accounting principles and policies
used in the preparation of the accompanying financial statements.

Reporting Entity

The Housing Finance Authority of Polk County, Florida (“Authority”) was created as a
public body corporate and politic in accordance with the Florida Housing Finance Authority
Law, Part IV of Chapter 159, Florida Statutes, as amended, and Ordinance No. 78-20 (the
“Ordinance”) enacted by the Board of County Commissioners of Polk County, Florida on
November 21, 1978, (the “Act”). The Authority is authorized, in furtherance of the public
purposes described in the Act, to alleviate the shortage of affordable residential housing
facilities and to provide capital for investment in such facilities for low, moderate, and
middle income families by issuing its revenue bonds. The Authority issues bonds for single
family programs that provide funds to eligible borrowers to finance the purchase of
qualifying single family residences. The Authority also issues bonds for the development of
qualifying multi-family housing projects.

Financial oversight and accountability to the citizens of Polk County is provided by the
Board of County Commissioners (“Board™). The Board appoints the Housing Finance
Authority members, who serve four year terms. Members may be rcappointed. Prior to
issuance by the Authority, the Board approves bond financings, when required by either the
Ordinance or federal tax law. Pursuant to Florida Statutes, the Board may alter or change the
structure, organization, programs, or activities of the Authority; terminate the Authority;
remove members of the Authority; and, review the budget of the Authonty.

The accompanying financial statements present the financial position, changes in financial
position, and cash flows of the operating fund, which includes all of the funds controlled by
the Authority. For financial reporting purposes, the Authority is considered a component
unit of Polk County, Florida due to the oversight responsibility exercised by the Board and
because the public service provided by the Authority is primarily for the benefit of Polk
County residents. The Authority has no component units.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

1. Significant Accounting Policies (continued)

Developer Deposits

The Authority's Application Procedures and Program Guidelines requires a deposit from
developers seeking new bond financing or bond refunding for multi-family developments.
To the extent necessary, the deposited moneys are subsequently utilized to pay the
professional fees incurred to structure and close the bond financing. Unused moneys are

returned to the developer.

Net Position

Net position is comprised of the accumulated net camings (losses) from revenues and
expenses.

The restricted net position classification is used to indicate a segregation of a portion of net
position equal to the value of assets the uses of which are resiricted through external
consiraints imposed by creditors (such as through debt covenants), grantors, contributors, or
laws or regulations of other governments or constraints imposed by law through
constitutional provisions or enabling legislation. Unrestricted net position relates to that
portion of net position not restricted for the purposes described above.

Designations are used to indicate a segregation of a portion of unrestricted net position at the
discretion of the Authority, which are to be used for a specific purpose and not for general
operations. These amounts are included in unrestricted net position for financial reporting

purposes.

Use of Estimates

The preparation of financial statements in conformity with GAAP requires management to
malke estimates and assumptions that alfect the amounts reported in the financial statements
and accompanying notes. Actual results could differ from those estimates.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

Loans Receivable (con'tinued)

monthly principal amount paid on each mortgage loan on a quarterly basis. Under the
terms of the recipient agreement, the Authority also agteed to pay Habitat individual
grants of $5,000 per home contemplated by this agreement (limited to a total of
$50,000, with zero remaining as of Septemnber 30, 2013) to pay or reimburse Habitat
for a portion of the acquisition, construction, and construction-related costs of the
single family residences (Note 5). Also under the terms of the recipient agreement,
the Authority agreed to pay Habitat quarterly grants of $8,750 (limited to a total of
$35,000, with zero remaining as of September 30, 2012) to assist in the payment of
certain Habitat persormel costs. Additionally under the terms of the recipient
agreement, thc Authority agreed to pay Habitat grants (limited to a total of $75,000,
with zero remaining as of September 30, 2013) to reimburse Habitat to develop the
infrastructure of a six single family lot development in Winter Haven, Florida (Note
5). :

On October 1, 2012, the Authority entered into a tenth agreement (2012 Agreement)
with Habitat to provide financing for the land acquisition, construction and

~ construction related costs of single-family residences for eligible person or families in

the Program. The Authority's funding totaled $120,000. The 2012 Agreement
provides that Habitat will obtain a mortgage note and mortgage from the mortgagor,
reflecting the Authority's (not to exceed $20,000 plus previous unused amounts) and
Habitat's proportionate principal share of the mortgage loan. Each mortgage loan is
non-interest bearing loan and is payable, at Habitat's discretion, in between 240 and
300 equal monthly payments, Habitat is to remit the Authomty's portion of the
monthly principal amount paid on each mortgage loan on a quarterly basis. Under the
terms of the recipient agreement, the Authority also agreed to pay Habitat individual
grants of $5,000 per home contemplated by this agreement (limited to a total of
$30,000, with zero remaining as of September 30, 2014) to pay or reimburse Habitat
for a portion of the acquisition, construction, and construction-related costs of the
single family residences (Note 5). Also under the terms of the recipient agreement,
the Authority agreed to pay Habitat quarterly grants of 88,750 (limited to a total of
$35,000, with zero remaining as of September 30}, 2013) to assist in the payment of
certain Habitat personnel costs (Note 5).

On October 1, 2013, the Authority entered into a eleventh agreement (2013
Agreement) with Habitat to provide financing for the land acquisition, construction
and construction related costs of single-family residences for eligible person or
families in the Program. The Authority's funding totaled $120,000. The 2013

26



Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

Loans Receivable (continued)

Agreement provides that Habitat will obtain a mortgage nole and mortgage from the
mortgagor, reflecting the Authority's (not to exceed $20,000 plus previous unused
amounts) and Habitat's proportionate principal share of the mortgage loan. Each

- mortgage loan is non-interest bearing loan and is payable, at Habitat's discretion, in

between 240 and 300 equal monthly payments. Habilat is to remit the Authority's
portion of the monthly principal amount paid on each mortgage loan on a quarterly
hasis. Under the terms of the recipient agreement, the Authority also agreed to pay
Habitat individual grants of $5,000 per home contemplated by this agreement (limited
fo a total of $30,000, with $10,000 remaining as of September 30, 2014) to pay or
reimburse Habitat for a portion of the acquisition, construction, and construction-
related costs of the single family residences (Note 5). Also under the terms of the
recipient agreement, the Authority agreed to pay Habitat quarterly grants of $8,750
(limited to a total of $35,000, with zero remaining as of September 30, 2014) to assist
in the payment of certain Habitat personnel costs (INote 5).

The Authority is authorized to issue second or third mortgage loans to eligible homebuyers
(i.e., low and moderate income) to assist with the down payment and/or closing costs on a
home. The mortgage loans are non-interest bearing and are due upon the sale or transfer of
legal or beneficial interest of the subject property by the mortgagor or upon final payment of
or default under the first mortgage loan. All of the loans made pursuant to Recipient
Agreements with Keystone Challenge Fund, Inc. ("Keystone") are such loans.

0

(m)

On November 2, 1993, the Authority entered into a Recipienit Agreement (1993
Agrecment) with Keystone to assist lJow and moderate income persons who
participated in the Keystone Education Program (Keystone Program) with down
payments assistance. The Authority's funding totaled $100,000.

On May 16, 1995, the Authority entered into a second Recipient Agreement (1995
Agreement) with Keystone to assist low and moderate income persons who
participated in the Keystone Program with down payment assistance. The Authority's
funding totaled $220,000. On October 24, 1995, the agreement was extended by an
extension letter agreement. The extension letter expired December 31, 1995, On
April 23, 1996, an amendment to the 1995 Agreement was adopted extending the
1995 agreement to September 30, 1996.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

Loans Recejvable (continued)

On June 15, 1999, the Authority entered into a third Recipient Agreement (1999
Agreement) with Keystone to promote the development of low income housing in a
specific subdivision in Polk County. The Authority's funding totaled $282,376. On
May 17, 2000, an amendment to the 1999 Agreement was adopted extending the
original 1999 Agreement to September 30, 2001. On October 1, 2001, a second
amendment to thc 1999 Agreement was adopted extending the original 1999
Agreement to September 30, 2002. On October 1, 2002, a third amendment to the
1999 Agreement was adopted extending the original 1999 Agreement to March 31,
2003.

On October 1, 2001, the Authority entered into a fourth Recipient Agreement
(Homeless Housing Initiative Agreement) with Keystone to assist homeless persons
who participate in the Keystone program with partially financing the purchase of a
home. The Authority's funding 1otaled $76,000.

On March 21, 2008, the Authority entered into a fifth Recipient Agreement (2008
Agreement) wilh Keystone and CenterState Banks of Florida, Inc. ("CenterState").
Pursuant to the 2008 Agreement, the Authority deposited $300,000 into a separate,
inlerest- bearing account with CenterState. During January 2010, the account was
closed, upon the end of the loan origination period for the loans described below. All
moneys in the account were available to be disburged by CenterState, on behalf of the
Authority, to provide mortgage loans (i.e., not to exceed $15,000 per loan and each
loan is owned by the Authority) and Closing Costs Assistance Grants (i.e., not to
exceed $2,000 per loan) to cligible persons and families in connection with the
purchase of homes in a specific subdivision in Polk County. Prior to such
disbursements, Keystone was to determine whether the loan application met the
agreement tequirements, compile a compliance package, and ensure the applicant
completed a homeownership education program. After thc applicant had been
approved for a first mortgage loan (i.e., first mortgage loan to be made by a party
other than the Authority), CenterState was (o cause Keystone to have the mortgagor
execute and deliver to the Authority a second mortgage nole, second mortgage, and
other custornary affidavits and instruments, and make the second mortgage loan and,
if requested by Keystone, the Closing Cost Assistance Grant, on behalf of the

Authority.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

Loans Receivable (continued)

On November 17, 2009, the Authority entered into an interlocal agreement ("2009
Interlocal Agreement") with the Housing Finance Authority of Pinellas County,
Florida ("Pinellas HFA") whereby the Authority granted authority to the Pinellas
HFA to operate Pinellas HFA single family mortgage revenue bond programs within
Polk County. During 2009 and 2010, the Pinellas HFA issued its Single Fammly
Housing Revenue Bonds (GSE Program - Multi-County) 2009 Series A, Subseries 1
(Program Bonds - Non-AMT) and 2010 Series A-2 {(Non-AMT), a portion of the
proceeds of which were used to implement a single family mortgage program within
Polk County, Florida ("Bond Mortgage Program”). On February 1, 2011, the
Authority and the Pinellas HFA entered into the first supplement ("Pirst
Supplement") to the 2009 Interlocal Agreement. The First Supplement provides for
the implementation of a second mortgage loan program, which was to be funded with
$280,000 from the Authority. The program provides for down payment assistance
{("DPA") second mortgage loans ("Second Mortgage Loans"), which were offered and
could be issued in connection with the first mortgage loans originated in Polk County,
Florida through the Bond Mortgage Program. The Second Mortgage Loan proceeds
could only be used for closing costs and/or down payment assistance. Each Second
Mortgage Loan was to be originated in connection with a first mortgage loan
originated in Polk County, Florida. The principal amount of zach Second Mortgage
Loan could not exceed $7,000. The Second Mortgage Loans bear interest at 0% and
are non-amortizing, with the full lump-sum payment due upon the first to occur of the
following events: (a) borrower sells, transfers, or disposes of the property or home
either voluntarily or involuntarily, (b) borrower fails or ceases to occupy the home as
a principal resident, (¢) borrower or surviving spouse of the borrower, dies, or (d)
borrower refinances the first mortgage loan. The Second Mortgage Loans are owned
by the Pinellas HFA. On August 1, 2011, the Authority and the Pinellas HFA entered
into the second supplement ("Second Supplement") to the 2009 Interlocal Agreement.
The Second Supplement provides for an additional sum of $245,000 from the
Authority for the funding of Second Mortgage Loans (i.e., in Polk County), which are
owned by the Pinellas HFA.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

5 Grants (continued)

Under the terms of agreements with Keystone, the Authority agreed to pay Keystone to
provide homebuyer training and monitoring services in connection with the down payment
assistance Second Mortgage Loans described in item (q) of the loans receivable footnote
(Note 4). Originally, the Authority agreed fo pay $500 per mortgagor (limited to a total of
$37,500, with $18,000 and $19,500 being paid during the years ended September 30, 2012
and 2011, respectively) for the services. In February 2013, the Authority agreed to pay an
additional $7,000 for such services, with such payment being made during the year ended
September 30, 2013.

6. Bond Programs

The Authority has issued revenue bonds and other obligations to provide financial assistance
lo individuals, families, and private-sector entities. The financial assistance was provided to
encourage the investment of private capital and stimulate the acquisition and construction of
residential housing for low, moderate, and middle income individuals and families. The
bonds aod other obligations are secured by the assets, revenues, receipts, and other resources
of the bond programs and/or the properties financed. Neither the Authority, Polk County, the
State of Florida, nor any political subdivision thereof is obligated in amy manner for
repayment of the bonds and other obligations. Accordingly, the bonds and other obligations
are not reported as liabilities in the Basic Financial Statements.

As of September 30, 2014 and 2013, the Authority had issued and outstanding revenue bonds
totaling $22,830,000 and $27,100,000, respectively.

7. Risk Management

The Authority is exposed to various risks of loss related to torts, theft of assets, errors and
omissions, personal injury, and natural disasters. As a dependent special district, the
Authority's management is of the belief that the Authority is insured under Polk County’s
insurance plan. The coverage is provided at no cost to the Authority. In the past three years,
there have been no claims settled exceeding the insurance coverage. As of September 30,
2014 and 2013, there were no outstanding claims.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Notes to Financial Statements (continued)

8. Subsequent Events

In November 2014, the Authority entered into a recipient agreement with Habitat for
Humanity of East Polk County, Inc. ("Habitat"). Pursuant to the provisions of the recipient
agreement, the Authority provided $60,000 that is intended to be used by Habitat for making
mortgage loans (i.e., not to exceed $20,000, plus previous unused amounts, per loan and each
loan is owned by the Authority) to low and moderate income families. Under the terms of
the recipient agreement, thc Authority also agreed to pay Habitat individual grants of $5,000
per home contemplated by this agreement (limited to a total of $15,000) to pay or reimburse
Habitat for a portion of the acquisition, construction, and construction-related costs of the
single family residences. Also under the terms of the recipient agreement, the Authority
agreed to pay Habital quarterly grants of $8,750 (limited to a total of $35,000) to assist in the
payment of certain Habitat personnel costs.
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Housing Finance Authority of Polk County, Florida
(A Component Unit of Polk County, Florida)

Compliance Reports and Management Letter

September 30, 2014
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CALVIN CHARLES JOHNSON
CERTIFIED PUBLIC ACCOUNTANT
3615 PINR TIP ROAD
TALLAHASSEE, FLORIDA 32312

TELEPHONE: E-MAIL ADDRESS: FACSIMILE:
(850) 668-9015 : johnsoncpa @nettally.com (850) 668-5693

Report of Independent Auditor on Internal Control Over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed
in Accordance With Government Auditing Standards

The Members
Housing Finance Authority of Polk County, Florida

I have audited, in accordunce with the anditing standards generally accepted in the United
States of America and the standards applicable to financial audits contained in Governmeni
Auditing Standards issued by the Comptroller General of the United States, the basic
financial statements of the Housing Finance Authority of Polk County, Florida ("Authority"),
a compounent unit of Polk County, Florida, as of and for the year ended September 30, 2014,
and the related notes to the financial statements, which comprse the Housing Finance
Authority of Polk County, Florida's basic financial statements, and have issued my report

thereon dated November 5, 2014.
Internal Control Over Financial Reporting

In planning and performing my audit of the basic financial statements, 1 considered the
.Housing Finance Authority of Polk County, Florida’s internal control over financial reporting
{internal control) to determine the audit procedures that are appropriate in the circumstances
for the purpose of expressing my opinion on the basic financial statements, but not for the
purpose of expressing an opinion on the effectiveness of the Authority's internal control.
Accordingly, T do not express an opinion on the effectiveness of the Authority's internal

control.

A deficiency in internal control exists when the design or operation of a control does not
allow management or cmployees, in the normal course of performing their assigned
functions, to prevent, or detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or combination of deficiencies, in intemal control, such that there is
a reasonable possibility that a material misstatement of the entity's financial statements will
not be prevented, or detected and cortected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in intermnal control that is less severe than a
material weakness, yet important enough to merit attention by those charged with

governance,






Compliance and Other Matiers

As part of obtaining reasonable assurance abouti whether the Housing Finance Authority of
Polk County, Flonda’s buasic financial statements are free of material misstatement, I
performed tests of its compliance with certain provisions of laws, regulations, contracts, and
grant agreements, noncompliance with which could have & direct and material effect on the
determination of financial statement amounts. However, providing an opinion on
compliance with those provisions was not an objective of my audit, and accordingly, I do not
express such an opinion. The results of my tests disclosed instances of noncompliance or
other matters that are required to be reported under Government Auditing Standards and

which are described as follows.

Please refer to items 1 through 3, which are discussed in the preceding section entitled,
"Internal Control Over Financial Reporting”.

Authority's Response to Findings

The Housing Finance Authority of Polk County, Florida’s responses to the findings identified
in my audit are described in their accompanying letter, which follows the Management
Letter. The Authorily's responses were not subjected to the auditing procedures applied in
the audit of the financial statements and, accordingly, I express no cepinion on them.

Purpose of this Report

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

other purpose.
(bt & oo

November 5, 2014






CALVIN CHARLES JOHNSON
CERTIFIED PUBLIC ACCOUNTANT
3615 PINE TP RoAD
TALILAHASSEE, FLORDA 32312

TELEPHONE: E-MAIL ADDRESS: FACSIMILE:
(850) 668-9015 Jjohnsoncpa@nettally.com {850) 668-5693

Report of Independent Accountant on an Examination Conducted
in Accordance With AICPA Professional Standards, Section 601,
Regarding Compliance Requirements in Accordance With
Chapter 10.550, Rules of the Auditor General

The Members
Housing Finance Authority of Polk County, Florida

I have examined the Housing Finance Authority of Polk County, Florida's compliance with
the requirements of Section 218.415, Florida Statutes during the year ended September 30,
2014. Management is responsible for the Housing Finance Authority of Polk County,
Florida's compliance with those requirements. My responsibility is to express an opinion on
the Housing Finance Authority of Polk County, Florida's compliance based on my
examination.

My examination was conducted in accordance with attestation standards established by the
American Institute of Certified Public Accountants and, accordingly, included examining, on
a test basis, evidence about the Housing Finance Authority of Polk County, Florida's
compliance with those requirements and performing such other procedures as I considered
necessary in the circumstances. 1 believe that my examination provides a reasonable basis
for my opinion. My examination does not provide a legal determination on the Housing
Finance Authority of Polk County, Florida's compliance with gpecified requirements.

In my opinion, the Housing Finance Authority of Polk County, Florida complied, in all
material respects, with the aforernentioned requirements for the year ended September 30,

Al & fo s

November 5, 2014
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CALVIN CHARLES JOHNSON
CERTIFIED PURLIC ACCOUNTANT
3615 PINE TP ROAD
TALLAHASSEE, FLORIDA 32312

TELEPHONE: E-MAIL ADDRESS: FACSTMILE:
(850) 668-9015 johnsoncpa @nettally.com (B50) 668-5693

Management Letter

The Members and Management
Housing Finance Authority of Polk County, Florida

Report on the Financial Statements

I have audited the basic financial statements of the Housing Finance Authority of Polk
County, Florida ("Authority"), a component unit of Polk County, Florida, as of and for the
year ended September 30, 2014, and have issued my report thereon dated November 5, 2014.

Auditor's Responsibility

I conducted my audit in accordance with auditing standards generally accepted in the United
States of America; the standards applicable to financial audits contained in Govermment
Auditing Standards, issued by the Comptroller General of the United States; and Chapter

10.550, Rules of the Auditor General.

Other Reports

I have issued my Report of Independent Aunditor on Intermal Control Over Financial
Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards and Report of Independent
Aecountant on an Examination Conducted in Accordance With AICPA Professional
Standards, Section 601, Regarding Compliance Requirements in Accordance With Chapter
10,550, Rules of the Auditor General. Disclosures in those reports, which are dated
November 5, 2014, should be considered in conjunction with this management letter.

Prior Audit Findings

Section 10.554(1)(i)1., Rules of the Auditor General, requires that I determine whether or not
corrective actions have been taken to address findings and recommendations made in the
preceding annual financial audit report. There were no such matters reported in the
preceding annual financial audit report.
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The Authority has asked its counsel to notify the borrower’s parents of the Authority’s
mortgage lien on the property.

2. You state in the Report that it appears the Authority was not a party to the mortgage
foreclosure action brought on behalf of Nationstar Mortgage, LLC and that the Authority has not
recelved repayment of its second mortgage loan. Those statements are correct, however, the
foreclosure action did not affect the Authority’s status as a mortgage lienholder. In fact, the 2006
satisfaction of the SunBank/Mid-Florida National Association mortgage to which you refer elevated
the Authority’s mortgage status as that of a first lienholder. ‘That status was unaffected by’ the
Nationstar mortgage foreclosure and subsequent public sale of the property.

The Authority as asked its counsel to notify the cwrrent owner of the property of the
Authority‘s mortgage lien on the property.

3. Habitat for Humanity of East Polk County, Inc. (“Habitat™) closes its mortgage loans
with its local counsel, and the incorrect date references to which you refer were apparently imbedded
in the closing documnents. Counsel for the Authority has spoken with a representative of Habit and
asked Habitat to contact each borrower whoe has entered a mortgage loan in favor of the Authority
that contains an incowrect date reference, yneet with the borrower, correct the date(s), initial the
corrected date(s), and rerecord any mortgage in which a date is corrected. Habitat has agreed to
pursue that action and report back to the Authority. Additionally, the Authority’s counsel has agreed
to review, as a second set of eyes, future promissory notes and mortgages prepared by Habitat’s
counsel for use in closing on an Authority loan made through Habitat.

Sincerely,

Harrison Thornhill, Chairman
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