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( have audited the accompanying basic financial statements of the Housing Finance Authority 
of Polk County, Florida ("Authority"), a component unit of Polle County, Florida, as of and 
for the years ended September 30, 2014 and 2013, and the related notes to the basic financial 
statements, which comprise the Authority's basic financial statements as listed in the table of 
contents. 

Management's Responsibility for the Financial Statements 

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

Auditor's Responsibility 

My responsibility is to express an opinion on these basic financial sta~ements based on my 
audits. I conducted my audits in accordance with auditing standards generally accept~d in 
the United States of America and the standards applicable to financial audits contained in 
Goveniment Auditing Standards, issued by the Comptroller General of the United States. 
Those standards require that I plan and perform the auruts to obtain reasonable assurance 
about whether the financial statements are free from material misstatement. 

An audit involves pe1iormihg procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor's 
judgment, including the assessment of the risks of material misstatement of the financial 
statements, whether due to fraud or error. In malting those rislc assessments, the auditor 
considers internal control relevant to the entity's prepaJ."ation and fair presentation of the 
financial statements in order to design audit procedures that are appropriate in the 
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the 



entity's internal control. Accordingly, I express no such opinion. An audit also includes 
evaluating the appropriateness of accounting policies used and the reasonableness of 
significant accounting estimates made by management, as well as evaluating the overall 
presentation of the financial statements. 

I believe that the audit evidence I bave obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

In my opinion, the basic financial statem~nts referred to above present fairly, in all mate1ial 
respects, the financial position of the Housing Finance Autho1ity of Polk County, Flo1ida as 
of September 30, 2014 and 2013, and the changes in its financjaJ position and its cash flows 
for the years then ended in accordance with accounting principles generally accepted in the 
United States of America. 

Other M afters 

Required Supplementary Infonnation 

Accounting principles generally accepted in the United States of America require that the 
management's discussion and analysis on pages 4 throllgh 11 be presented to supplement the 
basic financial statements. Such information, although not a part of the basic financial 
statements, is required by the Governmental Accounting Standards Board who considers it to 
be an essential patt of financial reporting for placing the basic financial statements in an 
appropriate operational, economic, or histo1ical context. I have applied certain limited 
procedures to the required supplementary information in accordance with auditing standards 
generally accepted in the United States of America, which consisted of inquiries of 
management about the methods of preparing the information and comparing the information 
for consistency with management's responses to my inquiries, the basic financial statements, 
and other knowledge 1 obtained during my audit of the basic financial statements. I do not 
express an opinion or. provide any assurance on the information because the limited 
procedures do not provide me with sufficient evidence to exp~·ess an opinion or provide any 
assurance. 

Reports on Other Legal and Regulatory Requirements 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, I have also issued my rep01i dated 
November 5, 2014 on my consideration of the Housing Finance Authority of Polle County, 
F lorida's internal control over financial reporting and on my tests of' its compliance with 
certain provisions of laws, regulations, contracts, and grant agreements and other matters. 
The purpose of that report is to describe the scope of my testing of internal control over 
financial reporting and compliance and the results of that testing, and not to provide an 
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opinion on internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Govemment Auditing Standards in 
considering the Housing Finance Authority of Polle County, Florida's internal conu·ol over 
financial reporting and compliance. 

Other Reporting Required by the Rules of the Auditor Gelleral 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 examination 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 requirements 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, Flo1ida 
Statutes. That report is an integral pa.it of an examination conducted in accordance with 
attestation standards established by the American Institute of Certified Public Accountants to 
consider the Housing Finance Authority of Polk County, Florida's compliance wHh lhe 
requirements of Section 218.415, Flo1ida Statutes. 

November 5, 2014 
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MANAGEMENT'S DISCUSSION AND ANALYSIS 

(UNAUDITED) 



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

Management's Discussion and Analysis (Unaudited) 

September 30, 2014 and 2013 

MANAGEMENT'S DISCUSSION AND ANALYSIS 

This section of the Housing Finance Autbo1ity of Polk County, Florida's ("Autho1ity") 
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 IDGHLlGHTS 

The Autho1ity' s mission is to alleviate the shortage of affordable residential housing facilities 
for low, moderate, and middle income families in Polk County, Florida. In pursuit of its 
mission, the Authority borrows money through the issuance of bonds, notes, or other 
obligations to finance single family residential housing and multi-family housing 
developments. The Authority also provides loans and grants for the acquisition, 
construction, renovation, and operation of residential housing facilities. 

[n connection with its 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 
expenses in a single fiscal year and cause significant variation from year to year, and the 
loans wm reduce current assets and increase noncurrent assets. 

• The Auth01ity's net position decreased by approximately $13 thousand or .4 percent in 
Fiscal 2014. 

As compared with Fiscal 2013, jn Fiscal 2014 the Autho1ity'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 attributable to a decrease in grants of $42 thousand. Other 
factors included a decrease in legal fees of $6 thousand, an increase in financial advisor 
fees of $2 thousand, and a decrease in provision for loan losses of $15 thousand. 
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Housing Finance Authority of Polk CoW1ty, Florida 
(A Component Unit of Polle County, Florida) 

Management's Discussion and Analysis (Unauclited) (continued) 

FINANCIAL IDGHLIGHTS (continued) 

• In October 2013, the Autho1ity and Habitat for Humanity of Bast Polle County, Inc. 
("Habitat") entered into a recipient agreement. Pursuant to the provisions of the Habitat 
recipient agreement, the Autho1ity provided $120,000 that was intended to be used by 
Habitat for making mortgage Joans (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 Habitat recipient agreement, the Authority also agreed to 
pay Habitat individual grants of $5,000 per home contemplated by this agreement 
Oimited 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 te1ms 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 personnel costs. 

• In April 2014, the Authority's Co11ateralized 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 CathcdraJ Apartments Project, a 
multi-family residential rentaJ housing project located in Polle County, Florida for persons 
of low and moderate income. 

,. In November 2014, the Authority entered into a recipient agreement with Habitat for 
Humanity of East Polle County, Inc. ("Habitat"). Pursuant to the provisions of the 
recipjent agreement, the Authority Jias agreed to provide $60,000 that is intend@d 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 to be owned by the Authority) to low and 
moderate income families. Under the tenns 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 $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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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polk County, Florida) 

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

THE AUTHORITY 

The Authotity 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 enacted by the Board of County Commissioners of Polk 
County, Florida on November 21, 1978, (the "Act"). The Authmity is a component unit of 
Polle County, Florida ("County"). The Authority has no component units. 

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 famiUes by issuing its 
revenue bonds. The Authority issues bonds for single family programs that provide funds to 
eligible bon-owers to finance the purchase of qualifying single family residences. The 
Authority also issues bonds for the development of qualifying multi-family housing projects. 

Bonds and other related debt obligations issued by the Authority do not and shall never 
constitute an indebtedness, liability, general or moral obligation, or a pledge of the faith or 
loan of credit of the Authority or of the County. Accordingly, such obligations are not 
included within the Authority's basic financial statements. 

OVERVIBW OF THE FINANCIAL STATEMENTS 

The general purpose external financial statements consist of two parts: Management's 
Discussion and Analysis and the Basic Financial Statements. The Basic Financial Statements 
also include notes that explain in more detail some of the information in the Basic Financial 
Statements. 

The Authority's Basic Financial Statements have been prepared using the accrual basis of 
accounting. Reyenues are recorded when earned and expenses are recorded when incurred. 
The Authority accounts for its financial activities through the use of an enterprise fund. See 
the notes to the Basic Financial Statements for a summary of the Authorjty's significant 
accounting policies. 

(The remaining portion of tlus page is intentionally left blank.) 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polk County, Florida) 

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

BASIC FINANCIAL STATEMENTS 

The Basic Financia1 Statements of the Authority repo1t information about the Authority using 
accounting methods similar to those used by private sector companies. These statements 
offer short-term and long-term financial infomiation about its activities. The Statement of 
Net Position includes all of the Authodty's assets and liabilities and provides information 
about the nature and amounts of investments in resources (assets) and the obligations to 
Authority creditors (liabilities). It also provides the basis for computing various financial 
ratios, evaluating the capital structure of the Authority, and assessing the liquidit.-y and 
financial flexibility of the Authority. All of the cun-ent year's revenues and expenses are 
accounted for in the Statement of Revenues, Expenses, and Changes in Net Position. This 
statement measures the saccess of the Authority's operntions over the past year and can be 
used to determine the Authority's profjtability and creditworthiness and whether the 
Authority has successfully recovered all of its expenses through fees and other income. The 
final basic financial statement is the Statement of Cash Flows. The purpose of this statement 
is to provide infonnation about the Authority's cash receipts and cash payments during the 
reporting period. The statement reports cash receipts, cash payments, and net changes in 
cash resulting from operating, financing, and investing activities and provides answers to 
such questions as where did cash come from, what was cash used for, and what was the 
change in cash balance during the reporting period. 

The Statement of Net Position and the Statement of Revenues, Expenses, and Changes in Net 
Position report information about the Authority's revenues and expenses and the resulting 
change in net position. Over time, increases or decreases in the Authority's net position are 
an indicator of the Authority's financial health. When evaluating changes in the Authority's 
financial health, other nonfinancial factors should also be considered. These include factors 
such as changes in economic conditions, new or changed government legislation and 
regulations, and the fulfillment of the Authority's public purpose. 

(The remaining portion bf this page is intentionally left blank.) 

7 



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

· Management's Discussion and Analysis (Unaudited) (continued) 

NET POSITION 

A summary of the Autho1ity's Statements of Net Position is presented in Table A. The 
Authority has no capital assets and its long-tenn debt obligations (i.e., revenue bonds) are not 
general obligations of the Auth01ity. Accordingly, such obligations are not included within 
the Authority's Basic Financial Statements (see Notes 1 and 6 to the Basic Financial 
Statements). 

TABLE A 
Condensed Statements of Net Position 

(In thousands of dollars) 
Total 

Dollar Percent 
FY 2014 FY2013 Change Change 

Current assets $ 1,204 $ 1,232 $ (28) (2.3) % 
Noncun:ent assets 1844 1,821 23 1.3 % 

Tota] assets 3.048 3.053 (S) (.2) % 

Cu1Tent liabilities 12 4 8 200.0 % 
Total liabilities 12 4 8 200.0 % 

Restricted for mtg. loans 
Unrestricted net position 3,036 3 049 (13) (.4) % 

Total net position $ 3,036 $ 3.Q42 $ (13) (.4) % 

During the fiscal year ended September 30, 2014, total assets decreased $5 thousand. 
Current assets decreased $28 thousand. The net decrease in current assets was attributable to 
a $74 thousand decrease in cash and cash equivalents, a $5 thousand increase in investments, 
a $16 thousand increase in Authority fees receivable, and a $25 thousand increase in loans 
receivable. Noncurrent assets (i.e., loans receivable, net) increased $23 thousand. 

During Fiscal 2014, total liabilities increased $8 thousand. The net increase in total liabilities 
related to an increase of $8 thousa.nd in accrued expenses a11d other liabilities. 

T he $13 thousand decrease in net positi~n was due to negative operational results th.at totaled . 
approximately $(19) thousand and positive non-operating revenue activity that totaled 
approximately $6 thousand. 
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Housing Finance Authority of Polk CoW1ty, Florida 
(A Component Unit of PoJk County, Florida) 

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

REVENUES, EXPENSES, AND CHANGES IN NET POSITION 

A summary of the Authority's Statements of Revenues, Expenses, and Changes in Net 
Position is presented in Table B. 

TABLEB 
Condensed Statements of Revenues, 

Expenses, and Changes in Net Position 
(In thousands of dollars) 

FY2014 FY2013 
Dollar 
Change 

Operating revenues 
Nonoperating revenue 

Total revenues 

Operating expenses 

Change in net position 

$ 67 
6 

73 

86 

(13) 

Net position at begin. of year __ -=3=0-...:.4 ..... 9_ 

$ 65 
5 

70 

147 

(77) 

3,126 

Net position at end of year $ 3.036 =---->:2$==32;a!!.0 ... 4=9= 

$ 

$ 

2 
1 
3 

(61) 

64 

(77) 

{13) 

Total 
Percent 
Change 

3 .1 % 
20.0 % 
4.3 % 

(41.5) % 

83.1 % 

(2.5) % 

(.4) % 

The Statement of Revenues, Expenses, and Changes in Net Position provides information as 
to the nature and source of the changes in net position. 

During Fiscal 2014, net position decreased by $13 thousand, as compared with a decrease of 
$77 thousand in Fiscal 2013 . The decrease in Fiscal 2014 was primarily due to $65 thousand 
in grant expense. The decrease in Fiscal 2013 was primarily due to $107 thousand in grant 
expense. 

As compared with Fiscal 2013, in Fiscal 2014 revenues increased from $70 thousand to $73 
thousand, an increase of $3 thousand or 4.3 percent. The increase was prima1ily due to an 
increase 1n authority fees and other income. 

As compared with Fiscal 2013, in Fiscal 2014 expenses decreased from $147 thousand to 
$86 thousand, a decrease of $61 thousand or 41.5 percent. The net decrease was primruily 
attributable to a decrease in grants of $42 thousand. Other factors included a decrease in 

9 



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

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

REVENUES, EXPENSES, AND CHANGES IN NET POSITION (continued) 

legal fees of $6 thousand, an increase in financial advisor fees of $2 thousand, and a decrease 
in the provision for loan losses of $15 thousand. 

CASH FLOWS 

A summary of the Authority's Statements of Cash Flows is presented in Table C. It presents 
the major sources and uses of cash and cash equivalents for the past two years. For purposes 
of the Statements of Cash Flows, the Autho1ity considers all cunency, demand deposits, 
passbook savings, and money market funds with banks or other financial institutions to be 
cash and cash equivalents. 

TABLEC 
Condensed Statements of Cash Flows 

(In thousands of dollars) 

FY2014 

Net cash provided by (used for) 
operating activities $ (74) 

Net cash provided by (used for) 
investment activities 

Net increase (decrease) in cash 
and cash equivalents 

Cash and cash equivalents at 
beginning of year 

Cash and cash equivalents at 

(74) 

276 

end of year ==$=:=...i:2;.::0==2= 

FY2013 

$ (93) 

(93) 

369 

$ 276 

$ 

Dollar 
Change 

19 

Total 
Percent 
Change 

20.4 % 

% 

19 20.4 % 

_ _ ____...(9""""3.,_) (25 .2) % 

~$ ==~(7o:::!:4.!:=a) (26.8) % 

Cash and cash equivalents decreased $74 thousand, during the year ended September 30, 
2014. The decrease in cash and cash equivalents was the result of $74 thousand being used 
for operating activities and $0 thousand being provided by investment activities. 

(The remaining portion of this p~ge is intentionally left blank.) 
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Housing Finance Authority of Polle County, Florida 
(A Component Unit of Polle Cow1ty, Florida) 

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

BOND PROGRAMS 

The Autho1ity has issued bonds to finance single family residential housing and qualified 
multi-family housing developments. The financial assistance was provided to stimulate the 
acquisition and construction of residential housing for low, moderate, and middle income 
individuals and families. The Auth01i.ty's bonds are secured as described ju each of the 
respective trust indentures. In no case is the Authority, Polk County, the State of Florida, or 
any political subdivision thereof obligated in any manner for repayment of the bonds. 
Accordingly, the bonds are not reported as liabilities in the Basic Financial Statements. As 
of September 30, 2014 and 2013, no single family bonds were outstanding. 

Through inlerlocal agreements, the Autl10rity joins other local housing finance authorities in 
the issuance of rbeir single family bonds. Th.is allows the citizens of Polk County the 
opportunity to participate in those single family bond programs. 

Significant po1tions of the Authority' s operating revenues are derived from fees and income 
generated by the multi-family bond programs issued by the Authority. 

As of September 30, 2014, the Authority had issued and outstanding the following bonds 
pursuant to its authorization: 

Issue Amount Outstanding Amount 
Multi-Family Housing Revenue Bonds: 

Total 

Series 2001 (Cambridge Cove Apartments) $ 
Series 2002 A&B (Wilmington Apartments) 
Series 2009 (Lakewood Ten-ace Apartments) 

CONTACTING THE AUTHOIUTY'S CHAmMAN 

9,000,000 
10,800,000 
6,480,000 

$ 7,600,000 
8,980,000 
6,250,000 

~ 2215J!;U}QO 

This financial report is designed to provide our citizens and crecLitors witb a general overview 
of the Authority's finances and to demonstrate the Authority's accountability for the money 
it recci ves. If you have questions about this rep01t or need additional financial information, 
please contact the Housjng Finance Authority of Polk County, Florida's Chairman, P.O. 
Drawer 7608, Winter Haven, Florida 33883-7608. 
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BASIC FINANCIAL STATEMENTS 

(AUDITED) 



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

Statements of Net Position 

September 30 
2014 2013 

Assets 
Current assets: 

Cash and cash equjvalents $ 202,475 $ 275,977 

Investments 864,708 859,413 

Autho1i.ty fees receivable 34,713 19,335 

Interest and other recejvables 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 liabjlities 12,535 3,800 

Developer deposit 
Total liabilities 12,535 3,800 

Net Position 
Restricted for mortgage loans 
Unresciicted net position 3,035,672 3,049,533 

Total net position $ 3,0351672 $ 3,049,533 . 

Read the accompanying footnotes. 
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Housing Finance Authority of Polle County, Florida 
(A Component Unit of Polle County, Florida) 

Statements of Revenues, Expenses, 
and Changes in Net Position 

Year ended September 30 

Operating Revenues 
. Autho1ity fees and other income 

Total operating revenues 

Operating Expenses 
Professional fees: 

Accounting and aucliting 
General counsel 
Bond counsel 
Financial advisor 

Banking fees, dues, and other expenses 
Grants 
Special district and bond allocation fees 
Provision for loan losses 

Total operating expenses 

Operating income Ooss) 

Nonoperating Revenue 
Investment interest income 

Change in net position 

Net position at beginning of year 

Net position at end of year 

Read the accompanying footnotes. 
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$ 

2014 2013 

67,027 $ 
67 027 

8,900 
3,770 

6,242 
733 

65,000 
175 

1 392 
86,212 

(19,185) 

5324 

(13,861) 

3,049,533 

64,960 
' 

64 960 

8,950 
9,789 

4,455 
721 

107,000 
175 

15 842 
146,932 

5 244 

(76,728) 

3,126,261 

$ 3,035,672 $ 3,049,533 



Housj.ng Finance Authority of Polle County, Florida 
(A Component Unit of Polle County, F lor ida) 

Statements of Cash Flows 

Year ended September 30 
2014 2013 

Operating Activities 
Collection of authority fees and other income $ 51,650 $ 59,381 
Payment of operating expenses (11,086) (23,115) 
Payments to grantees (65,000) (107,000) 
Advances of loan principal (120,000) (120,000) 
Collection of loan principal 70,862 93,521 
Moneys returned by Keystone 7,000 
Moneys deposited with Keystone 
Repayment of developer deposit (3,000) 
Receipt of developer deposit 
Net cash provided by (used for) 

operating activities (73,574) (93,213) 

Investing Activities 
Proceeds from sales of investments 862,050 1,269,471 
Receipt of in vestment interest 5,367 5,174 
Purchase of investments (867,345) (1,274,535) 
Net cash provided by (used for) 

investing activities 72 110 

Net increase (decrease) in cash and cash equivalents (73,502) (93,103) 

Cash and cash equivalents at beginning of year 275,977 369,080 

Cash and cash equivalents at end of year ~ :Z:Qi1~15 i iz~12ZZ 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polk County, Florida) 

Statements of Cash Flows (continued) 

Year ended September 30 

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: 
Auth01ity 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 accompanying footnotes. 
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$ 

$ 

2014 2013 

(19,185) $ (81,972) 

1,392 15,842 

(15,378) (5,579) 
7,900 

(49,138) (26,479) 
8,735 75 

(3 ,000) 

(73,574) $ (93.213) 



Housing Finance Authority of Polle 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 ("GAAP11

), as applicable to governmental 
entities. 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, Fl01ida ("Autho1ity") 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 Polle County, Florida on 
November 21, 1978, (the "Act"). The Authority is authorized, in furtherance of the public 
purposes desc1ibed in the Act, to alleviate the sh01tage 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 At1thority 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 tenns. Members may be reappointed. 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 Authority. 

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 C0tmty, 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 Polle County, ·Florida 
(A Component.Unit of Polle County, Florida) 

Notes to Financial Statements (continued) 

1. Significant Accounting Policies (continued) 

Reporting Entity (continued) 

Bonds and certain other obligations issued by the Authority are payable, both as to principal 
and interest, solely from the assets of the various programs that are pledged under the 
resolutions authorizing the particular issues. These issues do not constitute an obligation, 
either general or moral, of the Autl1ority, Pollc County, the State of Florida, or of any local 
government therein. Neither the full-faith, credit, revenues, nor the trucing power of the 
Authority, Polk County, the State of Florida, or any local government therein is pledged to 
lhe payment of the principal or interest on the obligations. Accordingly, such obligations are 
not included within the accompanying financial statements. The Authority has no taxing 
power. 

The Authority and other local housing finance authorities and/or counties have entered intG 
interlocal agreements with the objective of alleviating the shortage of housing in their 
respective jurisdictions. The agreements provide for the Authority, other local housing 
finance authorities, or other counties to either (1) issue single family bonds to provide funds 
to m_ake loans to qualified persons or families of low, moderate, or middle income to finance 
the pw:chase of qualified owner-occupied single family residences or (2) issue multi-family 
bonds to provide funds to make loans to qualified entities to finance the acquisition, 
construction, and/or rehabilitation of qualified multi-family housing projects. 

Basis of Presentation 

The Authority accounts for its operating fund activities through the use of an enterprise fund. 
An enterprise fund is used to account for activities similar to those found in the piivate 
sector, where the determination of a change in financial position is necessary or useful for 
sound financial administration. 

Basis of Accounting 

The accompanying financial statements have been prepared using the accrual basis of 
accounting. Revenues are recorded when earned and expenses are recorded when incurred. 
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Housing Finance Authority of Pollt County, Florida 
(A Component Unit of Polle County, Florida) 

Notes to Financial Statements (continued) 

1. Significant Accounting Policies (continued) 

Cash and Cash Equivalents 

For purposes of the statements of cash flows, the Authority considers all currency, demand 
deposits, passbook savings, and money market funds with banks or other financial 
institutions to be cash and cash equivalents. 

Investments 

Investments are carried at cost, which approximates fair value. 

Loans Receivable 

Loans receivable are carried at original cost, less principal collections. Loans receivable, 
which are deemed by management to be uncollectable, are written-off in the pe1iod in which 
the determination is made. 

Allowance for Loan Losses 

Additions to the allowance for loan losses are made by provisions charged to current 
operations. Tbe determination of the allowance is based. on an evaluation of the loan 
portfolio, current economic conditions, and other factors relevant to a detennination of the 
collectibility of the loans and reflects an amount that, in management's judgment, is adequate 
to provide for potential losses . 

Revenues and Expenses 

Operating revenues and expenses consist of those revenues and expenses that result from the 
ongoing principal operations of the Auth01ity. Operating revenues consist primarily of bond 
progi:am authority fees, multi-family bond program application fees, and bond program 
residuals. Nonoperating revenue consists of revenue that is related to investing activity. 
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Housing Finance Authority of Polle County, Florida 
(A Component Unit of Polle 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 earnings (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 restricted through external 
constrain~s imposed by creditors (such as through debt covenants), granters, contributors, or 
laws or regulations of other governments or constraints imposed by law through 
constitutional provisions or enabling legislation. Umestricted 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 unrestticted 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 
make estimates and assumptions that affect 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) 

2. Cash and Cash Equivalents 

At September 30, 2014 and 2013, cash and cash equivalents consisted of the following: 

2014 2013 

CenterState Bank demand deposit account $ 119,177 $ 192,720 

CenterState Bank passbook sav1ngs account 83,298 83,257 
$ 202,475 $ 21s,n1 

The Authority manages custodial credit risk by only depositing moneys in qualified public 
depositories. 

The bank demand deposit account, passbook savings account, and certificate of deposit (Note 
three) are covered by federal depository insurance up to a combined limit of $250,000 per 
bank. The bank demand deposit account, passboolc savings account, and certificate of 
deposit are also secured as provided by Chapter 280, Flo1ida Statutes. This law requires 
local govemments to deposit funds only in financial institutions designated as qualified 
public depositories by the Chief Financial Officer of the State of Florida, and creates the 
Public Deposits Trust Fund, a multiple financial institution pool with the ability to assess its 
member financial institutions for collateral shortfaJls if a default or insolvency has occuned. 

3. Investments 

At September 30, 2014 and 2013, investments consisted of the following: 

CenterState Bank certificate of deposit 
Community Southern Bank certificates of deposit 
Subtotal 
Less: CmTent portion 
Long-term portion 

$ 

2014 

864,708 
864,708 

(864,708) 

$ 

$ 

2013 

859,413 
(859,413) 

Florida Statutes authorize the Autho1ity to invest in certain types of investments. It is the 
Authority's practice to comply with statutory requirements . It is the Authority1s policy to 
invest in (a) the local government pooled fund administered by the Florida State Board of 
Administration or any intergovernmental investment pool authodzed pursuant to the Florida 
Interlocal Cooperation Act as provided in Section 163.1, Florida Stat11tes, (b) Securities and 
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Housing Finance Authority of Polle County, Florida 
(A Component Unit of Polle County, Florida) 

Notes to Financial Statements (continued) 

3. Investments (continued) 

Exchange Commission registered money market funds with the highest credit quality rating 
from a nationally recognized rating agency, (c) savings accounts in state-certified qualified 
public depositolies, as defined in Section 280.02, Floiida Statutes, (d) direct obligations of 
the U.S. Treasury, (c) certificate of deposits in state-certified qualified public depositories, as 
defined in Section 280.02, Florida Statues, (f) Federal agencies and instrwnentalities, (g) 
obligations of the Federal National Mortgage Association, (h) commercial paper with the 
highest credit quality rating from a nationally recognized rating agency, (i) time drafts and 
Bills of Exchange, commonJy known as Bankers Acceptances, and G) investments in 
repurchase agreements of any securities authorized by this policy. The securities listed in the 
foregoing sentence are to be invested to match investment maturities with known cash needs 
and anticipated cash-flow requirements. Investments made pursuant to the Authority's 
investment policy are to be diversified to the extent practical to control the risk of loss 
resulting from over concentration of assets in a specific maturity, issuer, instn1ment, dealer or 
bank through which financial instruments are bought and sold. 

The bank demand deposit account (Note 2), passbook savings account (Note 2), and 
certificates of deposjt are covered by federal depository insurance up to a combined limit of 
$250,000 per bank. The bank demand deposit account, passbook savings account, and 
certificates of deposit are also secured as provided by Chapter 280, Florida Statutes. This 
law requires local governments to deposit f-1.1nds only in financial institutions designated as 
qualified public depositories by the Chief PinancjaJ Officer of the State of Florida, and 
creates the Public Deposits T1ust Fund, a multiple financial institution pool with the ability to 
assess its member financial institutions for collateral shortfalls if a default or insolvency has 
occurred. 

On September 30, 2014, the Community Southern Bank certificates · of deposit totaled 
$208,327 and $656,381, mature on December 21, 2014 and March 21, 2015, and bear interest 
at .75% and .45%, -respectively. 

Certain of the Authority's investments are subject to credit tisk and interest rate risk 
considerations. Credit risk quality, identified with nationally recognized statistical rating 
organization ratings, and interest rate risk, as identified by weighted average maturities, are 
provided in the following table. 

Credit 
Fund/Investment Quality Rating 

Community Southern Bk. CDs Unrated 

21 

Weighted Average 
Maturity (years) 

less than one year 

2014 
Fair Value 

$ 864,708 
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Housing Finance Authority of Polle County, Florjda 
(A Component Unit of Polk County, Florida) 

Notes to Financial Statements (continued) 

Loans Receivable 

At September 30, 2014 and 2013, the Authority owned loans receivable from the following 
parties: 

2014 2013 

(a) Habitat 1997 Agreement $ 87,930 $ 98,324 
(b) Habitat 2003 Agreement 44,636 47,978 
(c) Habitat 2004 Agreement 87,116 92,741 
(d) Habitat 2006 Agreement 78,277 82,777 
(e) Habitat 2007 Agreement 88,522 93,023 
(f) Habitat 2008 Agreement 75,411 79,161 
(g) Habitat 2009 Agreement 128,414 134,414 
(h) Habitat 2010 Agreement 170,873 178,373 
(j) Habitat 2011 Agreement 182,679 190,179 
U) H abitat 2012 Agreement 115,166 119,750 
(k) Habitat 2013 Agreement 119,833 
0) Keystone 1993 Agreement 33,930 38,920 
(m) Keystone 19$)5 Agreement 37,200 43,200 
(n) Keystone 1999 Agreement 104,129 104,129 
(o) Keystone Homeless Housing 

Imtiati ve Agreement 57,000 57,000 
(p) Keystone 2008 Agreement 215,900 215,900 
(q) Housing Finance Authority of Pinellas 

County 2009 Interlocal Agreement 511,000 518,000 
Subtotal Z,138,016 2,093,869 
Less: Current portion (102,102) (76,815) 
Less: Allowance for loan losses (191,831) (195,430) 
Long-term portion, net ~ -l18~~.Q~3 ~ 1,8211224 

(a) On March 27, 1997, the Authority entered into a Recipient Agreement (1997 
Agreement) with Habitat for Humanity of East Polle County, Inc. ("Habitat") to 
provide financing for the land acquisition, construction and construction related costs 
of single-family residences for eligible persons or families in the Habitat Program 
(Program). The Authority's funding totaled $96,000. The 1997 Agreement provides 
that Habitat wiJl obtain a mortgage note and mortgage from the mortgagor, reflecting 
the Authority's and Habitat's prop01tionate principal share of the mortgage loan. Each 
mortgage loan is non-interest beai.ing and is payable in 240 equal monthly payments. 
Habitat is to remit the Authority's portion of the monthly principal amount paid on 
each mortgage loan on a quarterly basis. On January 14, 1998, May 10, 1999, May 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polk County, Florida) 

Notes to Financial Statements (continued) 

4. Loans Receivable (continued) 

17, 2000, and July 1, 2001 amendments to the 1997 Agreement were adopted 
authorizing the sums of $42,000, $120,000, $30,000, and $150,000, respectively, for 
additional Authority financing as provided by the original 1997 Agreement. 

(b) On July 1, 2003, the Autho1ity entered into a second agreement (2003 Agreement) 
with Habitat to provide financing for the land acquisition, construction and 
construction related costs of single-family residences for eligible persons or families 
in the Program. The Autho1ity's funding totaled $120,000. The 2003 Agreement 
prov1des that Habitat wilJ obtam a mortgage note and mortgage from the mortgagor, 
reflecting the Authority's and Habitat's proportionate ptincipal share of the mortgage 
loan. Each mortgage loan is non-interest bearing and is payable in 240 equal m onthly 
payments. Habitat is to remit the Auth01ity's portion of the monthly p1incipal amount 
paid on each mortgage loan on a quarterly basis. 

(c) On July l , 2004, the Authority entered into a third agreement (2004 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 Authori ty's funding totaled $150,000. The 2004 Agreement provides 
that Habitat will obtain a mortgage note and mortgage from the mortgagor, reflecting 
the A uthority's and Habitat's proportionate principal share of th~ mortgage loan. Each 
mo1tgage loan is non-interest beaiing and is payable in 240 equal monthly payments. 
Habitat is to remit the Authority's portion of the monthly principal amount paid on 
each m01tgage loan on a quarterly basis. 

(d) On October I , 2006, the Authority entered into a fourth agreement (2006 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 2006 Agreement 
provides that Habitat will obtain a mo1igage note and mortgage from the mortgagor, 
reflecting the Auth01ity's and Habitat's proportionate principal share of the mortgage 
loan. Each mortgage loan is non-interest bearing and is payable, at Habitat's 
iliscretion, in between 240 aud 300 equal monthly payments. Habitat is to remit the 
Authodty's portion of the monthly principal amount paid on each mortgage loan on a 
quarterly basis. 

(e) On October 1, 2007, the Authority entered into a fifth agreement (2007 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 
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Housing Finance Authority of Polle County, Florida 
(A Component Unit of Polle County, Florida) 

Notes to Financial Statements (continued) 

4. Loans Receivable (continued) 

the Program. The Authori ty's funding totaled $120,000. The 2007 Agreement 
provides that Habitat will obtain a mo11:gage note and mortgage from the mortgagor, 
reflecting the Auth01ity'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 and is payable, at Habitat's discretion, in between 240 and 300 
equal monthly payments. Habitat is to remit the Authority's portion of the monthly 
principal amount paid on each mortgage loan on a quruterly basis. 

(f) On October 1, 2008, the Authority entered into a sixth agreement (2008 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 funcling totaled $100,000. The 2008 Agreement 
provides that Habitat will obtrun a mortgage note and mortgage from the mortgagor, 
reflecting the Authority's (not to exceed $20,000 plus previous w1used amounts) and 
Habitat's proportionate ptincipal share of the mortgage loan. Each roortgag~ 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 Authority's portion of the 
monthly principal amount paid on each mortgage loan on a quarterly basis. Under the 
tenns of the recipient agreement, the Authority afso agreed to pay Habitat individual 
grants of $5,000 per home contemplated by this agreement (limited to a total of 
$25,000, with zero remaining as of September 30, 2010) to pay or reimburse Habitat 
for a po1tion of the acquisition, const111ction, and construction-related costs of the 
single family resid~nces. Also under the terms of the recipient agreement, the 
Authority agreed to pay Habitat quarterly grants of $8,189 (limited to a total of 
$32,754, with zero remaining as of September 30, 2009) to assist in the payment of 
certain Habitat personnel costs. 

(g) On October l, 2009, the Authority entered into a seventh agreement (2009 
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 $160,000. The 2009 
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 
mo1tgage loan is non-interest bearing and is payable, at Habitat's discretion, in 
between 240 and 300 equal monthly payments. Habitat is to remit the Autho1ity's 
portion of the monthly principal amount paid on a mortgage loan on a quarterly basis. 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polk County, Florida) 

.Notes to Financial Statements (continued) 

4, Loans Receivable (continued) 

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 $40,000, with zero remaining as of September 30, 2010) 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 tot?l of 
$35,000, with zero remaining as of September 30, 2010) to assist in the payment of 
certain Habitat personnel costs. 

(h) On October 1, 2010, the Authority entered into an eighth agreement (2010 
Agreement) with Habitat to provide financiD-g 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 $200,000. The 2010 
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 Authority's 
portion of the monthly principal amount paid on each mortgage loan on a quarterly 
basis. Under the terms of the recipient agreement, the Auth01ity also agreed 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 September 30, 2012) 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 
(linuted to a total of $35,000, with zero remaining as of September 30, 2011) to assist 
in the payment of certain Habitat personnel costs. 

(i) On October 1, 2011, the Authority entered into a ninth agreement (2011 Agreement) 
with Habitat to provide financing for' the land acquisWon, construction and 
construction related costs of single-family resjdences for eligible person or families in 
the Program. The Authority's funding totaled $200,000. The 2011 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 Authmity's portion of the 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polk County, FJ01ida) 

Notes to Financial Statements (continued) 

4. Loans Receivable (continued) 

monthly principal.amount paid on eaoh mortgage loan on a quarterly basis. Under the 
tenns 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 
$50,000, with zero remaining as of September 30, 2013) to pay or reimburse Habitat 
for a portion of the acquisition, construction, and constru.ction~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 personnel costs. Additionally under the terms of the recipient 
agreement, the 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). 

(j) On October 1, 2012, the Authority entered into a tenth agreement (2012 Agreement) 
with Habitat to provide finan,cing 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 mo1tgagor, 
reflecting the Authority's (not to exceed $20,000 plus previous unused amounts) and 
Habitat's proportionaie principal share of the mortgage loan. Bach 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 Authority'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, constJ.uction, and construction-related costs of the 
single family residences (Note 5). Also under the terms of the recipient agreement, 
the Authority agreed ~o pay I-labitat quarterly grants of $8,750 Qimited 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). 

(k) On October 1, 2013, the Autholity 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 

' 
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(A Component Unit of Polk Connty, Florida) 

Notes to Financial Statements (continued) 

4. Loans Receivable (continued) 

Agreement provides that Habitat wilJ obtain a mongage note and mortgage from the 
mortgagor, reflecting the Authority's (not to exceed $20,000 plus previous unused 
amounts) ru.1d Habitat's proportionate principal share of the mortgage loan. Each 

. mortgage loan is non-1ntercst bearing loan. and is payable, at Habitat's discretion, in 
between 240 and 300 equal monthly payments. Habitat is to remit the Autho1ity'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 $10,000 remaining as of September 30, 2014) to pay or 
reimburse H abHat for a portion of the acquisition, construction, and const.rnction
related costs of the single family residences (Note 5). Also under the terms of the 
recipient agreement, the Authority agreed to pay Habitat quaiierly grants of $8,750 
(linuted to a total of $35,000, with zero remaining as of September 30, 2014) to assist 
in the payment of certain Habitat personnel costs (Note 5). 

The Autho1ity is autho1ized to issue second or third rno1tgagc loans to eligible homebuyers 
(i.e., low and moderate income) to assist with the down payment and/or closing costs on a 
borne. The mortgage loans are non-interest bearing and are due upon the sale or transfer of 
Legal or beneficjal interest of the subject prope1ty 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. 

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

(m) 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 lette1' 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 301 1996. 
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Housing Finance Authority of Polle County, Florida 
(A Component Unit of Polle County, Florida) 

Notes to Financial Statements (continued) 

4. Loans Receivable (continued) 

(n) On June 15, 1999, the Auth01ity 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 fonding totaJed $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 the 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. 

(o) On October 1, 2001, the Authority entered into a fourth Recipient Agreement 
(Homeless Housing Initiative Agreement) with Keystone to assist homeless persons 
w.ho paiticipate in tbe Keystone program with partially financing the pw·chase of a 
home. The Autho1ity's funding totaled $76,000. 

(p) On March 21, 2008, the Authority entered into a fifth Recipient Agreement (2008 
Agreement) with Keystone and CenterState Banks of Florida, Inc. ("CenterState"). 
Pursuant to the 2008 Agreerr,ient, the Authority deposited $300,000 into a separate, 
interest- bearing account with CenterState. During Jai1Uary 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 disbursed 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 eligible persons and families in connection with the 
purchase of homes in a specific subdivision in Polk County. Prior to such 
disbursements, Keystone was to detennine whether the loan application met the 
agreement requirements, compile a compliance package, and ensure the applicant 
completed a homeownership education program. After the 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 to cause Keystone to have the mortgagor 
execute and deliver to the Authority a second mortgage note, second mortgage, and 
other customai·y affidavits and instruments, and make the second mortgage loan and, 
if requested by Keystone, the Closing Cost Assistance Grant, on behalf of the 
Autho1ity. 
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Notes to Financial Statements (continued) 

4. Loans Receivable (continued) 

(q) 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. Dming 2009 and 2010, the Pinellas HFA issued its Single Family 
Housing Revenue Bonds (GSE Program - Multi-County) 2009 Series A, Subseries l 
(Program Bonds - Non-AMT) and 2010 Series A-2 (Non-AMT), a portion of the 
proceeds of whicp were used to implement a single family mortgage program within 
Polle County, Flmida ("Bond Mortgage Program''). On February 1, 2011, the 
Authority and the Pinellas BFA entered into the first supplem~nt ("First 
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 mo1tgage loans ("Second Mortgage Loans''), which were offered and 
could be issued in connection with the first mortgage loans originated in Polle County, 
Flmida 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 01iginated in connection with a first mortgage loan 
originated in Polle County, Florida The principal amount of each 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) bonower sells, transfers, or disposes of the prope1ty or home 
either voluntarily or involuntatily, (b) borrower fails or ceases to occupy the home as 
a principal resident, (c) borrower. or surviving spouse of. the bon·ower, 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 I-IFA. 
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4. Loans Receivable (continued) 

During Fiscal 2011, the Authority appropriated and disbursed $525,000 to loan to the 
Pinellas HFA Lo fund the second mortgage loan program. The loan to the Pinellas 
EPA is non-interest bearing and unsecured. The loan is to be repaid to the Authority 
utilizing the repayments from the Second Mortgage Loans (i.e., in Polk County) 
received by.the Pinellas HFA. As of September 30, 2012 and 2011, the Pinellas HFA 
had funded Second Mortgage Loans (i.e., for the purchase of homes in Polk County) 
totaling $5,ZS,000 and $280,000, respectively. As of September 30, 2011, the 
Authority's appropriated amount totaling $525,000 had been paid to the Pinellas HFA 
and $245,000 remained available to fund Second Mortgage Loans. The $245,000 
was used to fund second mortgage loans, during the year ended September 30, 2012. 

Under the terms of agi-eements 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 the preceding two 
paragraphs. The Authority agreed to pay $500 per mortgagor (limited to a total of 
$37,500, with zero remaining as of September 30, 2012) for the services (Note 5). 

Since the real properties, which collateralize certain of the Authority's loans receivable, are 
concentrated within one geographic location (Polk County, Florida), there is a significant 
concentration of credit risk. In an effort to minimize this risk, it is the Authority's policy to 
perform application reviews and to record mortgage liens on the real property during the 
period the loans are outstanding. 

5. Grants 

During the year ended September 30, 2014 and 2013, the Authority paid grants consisting of 
the following: 

2014 2013 

Habitat home grants $ 30,000 $ 40,000 
Habitat salary grants 35,000 35,000 
Habjtat jnfrastructure grants 25,000 
Keystone homebuyer training grants 7 000 

$ 65,000 $ 107.000 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polle Comtty, Florida) 

Notes to Financial Statements (continued) 

5. Grants (continued) 

Under the terms of the 2013 recipient agreement with Habitat (Note 4), the Authority agreed 
to pay Habitat individual grants of $5,000 per home (limited to a t9tal of $30,000, with 
$20,000 and $0 being paid during the years ended September 30, 2014 and 2013, 
respectively) to pay or reimburse Habitat for a portion of the acquisition, construction, and 
construction-related costs of the single family residences. 

Under the terms of the 2012 recipient agreement with Habitat (Note 4), the Authority agreed 
to pay Habitat individual grants of $5,000 per home (limited to a total of $30,000, with 
$10,000 and $20,000 being paid during the years ended September 30, 2014 and 2013, 
respectively) to pay or reimburse Habitat for a portion of the acquisition, construction, and 
construction-related costs of the single family residences. 

Under the terms of the 2011 recipient agreement with Habitat (Note 4), the Authority agreed 
to pay Habitat individual grants of $5,000 per home (limited to a total of $50,000, with $0 
and $20,000 being paid during the years ended September 30, 2014 and 2013, respectively) 
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 2013 recipient agreement with Habitat (Note 4), the Authority 
agreed to pay Habitat quarterly grants of $8,750 (limited to a totaJ of $35,000, with $35,000 
being paid during the year ended Seplember 30, 2014) to assist in the payment of certain 
Habitat personnel costs. 

Also under the terms of the 2012 recipient agreement with Habitat (Note 4), the Authority 
agreed to pay Habitat quarterly grants of $8,750 (limited to a total of $35,000, with $35,000 
being paid during the year ended September 30, 2013) to assist in the payment of certain 
Habitat personnel costs. 

Additiona1ly under the terms of the 2011 recipient agreement with Habitat (Note 4), the 
Authority agreed to pay Habitat grants (limited to a total of $75,000, with $25,000 and 
$50,000 being paid during the .years ended September 30, 2013 and 2012, respectively) to 
re.imbw·se Habitat to develop the infrastructure of a six single fanuly lot development in 
Winter Haven, Florida. 
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Housing Finance Authority of Polk County, Florida 
(A Component Unit of Polle 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 i.p connection with the down payment 
assistance Second Mortgage Loans described in jtem ( q) of the loans receivable footnote 
(Note 4). Originally, the Authority agreed to 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 revelme bonds and other obligations to provide financial assistance 
to individuals, families, and private-sector entities. The financia1 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 and other obligations are secured by the assets, revenues, receipts, and other resources 
of the bond programs aod/or the properties fina11ced. Neither the Authority, Polle County, the 
State of Florida, nor any political subdivision thereof is obligated in any 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 Polle 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 3 0, 
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, the Authority also agreed to pay Habitat inclividual 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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TELEPHONE: 
(850) 668-90] 5 

CM. VIN CHARLES JOHNSON 
CERTIFIED PU13LIC ACCOUNTANT 

3615 PINE TIP ROAD 
TALLAHASSEE, FLoRIDA 32312 

E-MAIL ADDRESS: 
johnsoncpa@nettally.com 

F ACSIMIL-E: 
(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 Autho1ity of Polk County, Fl01ida 

I have audited, in accordance with the auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
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 component unit of Polk County, Florida, as of and for the year ended September 30, 2014, 
and the related notes to the financial statements, which comprise 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, I 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, I do not express an opinion on the effectiveness of the Authority's internal 
control. 

A -deficiency in intenial control exists when tbe design or operation of a control does not 
allow management or employees, in the normal course of performing their assigned 
functions, to prevent, or detect and co1Tect, misstatements on a timely basis. A material 
weakness is a deficiency, or combination of deficiencies, in internal control, such that there is 
a reasonable possibility that a mate1ial misstatement of the entity's financial statements will 
not be prevented, or detected and conected on a timely basis. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet imporlant enough to merit attention by those charged with 
governance. 
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My consideration of internal control was for the limited purpose descdbed in the first 
paragraph of this section and was not designed to identify all deficiencies in internal control 
that might be material weaknesses or significant deficiencies and therefore, material 
weaknesses or significant deficiencies may exist that were not identified. Given these 
limitations, during my audit I did not identify any deficiencies in internal control that I 
consider to be material weaknesses. I did identify certain deficiencies in internal control, 
which are described as follows that I consider to be significant deficiencies. 

The following matters were discovered, while I perfo11ned audit tes~s of the Autho1ity's loan 
receivable balances. It does not appear the Authority's intemal control over financial 
reporting allowed for those charged with governance to learn of these matters in a timely 
manner. The matters are presented for the Authority's consideration (e.g., the terms and 
conditions agreed upon in the related notes and mortgages), discussion with legal counsel, 
and possible action. 

1) In or around September 2009, the Autho1ity extended a $12,000 second mortgage loan to 
an individual ("Borrower MB") for the partial financing of Borrower MF's purchase of a 
home located at 448 Lake Eloise Pointe Boulevard, Winter Haven, Florida. The loan is 
included j n the Keystone 2008 Agreement loan portfolio. In November 2013, Borrower 
MB passed away. Subsequently, it appears the probate court adjudged that title to the 
property descended to Borrow MB 's parents. The Authority's second mortgage loan may 
have been due and payable, upon the demise of the borrower. 

2) In or around May 1994, tbc Authority extended a $4,990 second mortgage loan to a 
couple (''Borrowers DF and RF") for the partial financing of Borrowers DF and RF's 
purchase of a home located at 5095 Misty Lake Drive, Mulberry, Flo1i.da. The loan is 
included in the Keystone 1993/1994 Agreement loan portfolio. The Authority's second 
mortgage loan was subservient to a mortgage to SunBanl<IMid-Florida National 
Association, which was satisfied in February 2006. In 2013, a mortgage foreclosure 
action was instituted on behalf of Nationstar Mo1tgage, LLC ("Natfonstar") to foreclose a 
2006 mortgage on the same property that is mortgaged to the Authority. It appears the 
Authority was not made a defendant in the foreclosure action and was not served with a 
copy of the summons and complaint. On July 2, 2014, after the entry of a judgment of 
foreclosure, the property was sold to Nationstar at a public sale. A certificate of title was 
issued to Nationstar on July 21, 2014. It appears the Autho1ity has never received 
repayment of its second mortgage loan. 

3) In or around March 2014, together with Habitat for Humanity of East Polk County, Iuc. 
(''Habitat"), the Authority extended a first mortgage loan (Authority's po1tion $20,000) to 
an individual ("Boffower MC") for the fi nancing of Borrower MC's purchase of a home 

· referred to by Habitat as house number 122. The loan is included in the Habitat 2013 
Recipient Agreement loan portfolio. Borrower MC's note and mortgage contain -inco1Tect 
date references, with regard to the recipient agreement. It appears that some or all of the 
other five first mortgage loan notes and mortgages, which are included in the Habitat 
2013 Recipient Agreement loan portfolio, may contain similar incorrect date references. 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Housing Finance Authority of 
Polk County, Flo1i da's basic financial statements are free of material misstatement, I 
performed tests of its compliance with ce1tain provisions of Jaws, regulations, contracts, and 
grant agreements, noncompliance with which could have a direct and material effect on the 
detennination of financial statement amounts. However, providing an opinion on 
compliance wjth 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 Polle County, Flo1ida's responses to the findings identified 
in my audit are described in their accompanying letter, which follows the Management 
Letter. The Authority's responses were not subjected to the aucliting procedures applied in 
the audit of the financial statements and, accordingly, I express no opinion on them. 

Purpose of th.is Report 

The purpose of this report is solely to describe the scope of my testing of internal control 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 
perfonned in accordance with Government Auditing Standards in c0nside1ing the entity's 
luternal control and compliance. Accordingly, this conununication is not suitabJe for any 
other purpose. 

November 5, 2014 
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TELEPHONE: 
(850) 668-9015 

CAL"VmCHARLES JOHNSON 
CERTIFIED PUBLIC ACCOUNTANT 

3615 PINil TJP ROAD 
TALLAHASSEE, :FLORIDA 32312 

E-MAIL ADDRESS: 
jolmsortcpa@nettally.com 

FACSIMILE: 
(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 tbe Auditor General 

The Members 
Housing Finance Auth01i ty of Polk County, Florida 

I have examined the Housjng Finance Authority of Polle 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 
tbe Housing Finance Authority of Polle 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 Polle County, Florida's 
compliance with those requfrements and performing such other procedures as I considered 
necessary in the circumstances. I 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 specified requirements. 

In my opinion, the Housing Finance Authori ty of Polk County, Florida complied , in alJ 
mate1ial respects, with the aforementioned requirements for the year ended September 30, 
2014. 

November 5, 2014 
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TELEPHONE: 
(850) 668-9015 

CALVIN CHARLES JOHNSON 
CERTIFIED PUBLIC ACCOUNTANT 

3615 PINE TlP ROAD 

TALLAHASSEE, FLORIDA 32312 

E-MAJL ADDRESS: 
johnsoncpa@nettally.com 

Management Letter 

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

Report on the Financial Statements 

FACSIMILE: 
(850) 668-5693 

I have audited the basic financial statements of the Housing Finance Authority of Polk 
County, Florida (''Autholity"), a component unit of Polk County, Florida, as of and for the 
year ended September 30, 2014, and have issued my report thereon dated N<:>vember 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 Government 
Auditing Standards, issued by the Comptroller General of the United States; and Chapter 
10.550, ~uJes of the Auditor General. 

Otber Reports 

I havt: issued my Report of Independent Auditor on Internal Control Over Financial 
Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements 
Pe1formed in Accordance With Govemmen.t Auditing Standards and 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. Disclosures in those reports, which arc dated 

,November 5, 2014, should be considered in conjunction with this management letter. 

Prior Audit Findings 

Section 10.554(1)(i)l., Rules of the Auditor General, reqttires that I determine whether or not 
corrective actions have been taken to address findings and recommendations made jn the 
preceding anm1al financial audit report. There were no such matters reported, in the 
preceding annual financial audit report. 
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Official Title and Legal Authority 

Section 10.554(1)(i)4., Rules of the Auditor General, requires that the name or official title 
and legal authority for the p1imary government and each component unit of the reporting 
entity be disclosed in this management letter, unless disclosed in the notes to the basic 
finandal statements. The Housing Finance Authority of Polk County, Florida was created as 
a Flmida public corporation in accordance with the Florida Housing Finance Authority Law, 
Part IV of Chapter 159, Florida Statutes, as amended, following the adoption of an approving 
ordinance (Number 78-20) by the Board of County Commissioners of Polk County, Flo1ida. 
Polk County, Flo1ida is the oversight unit. The Authority has no component units. 

Financial Condition 

Section 10.554(1)(i)5.a. , Rules of the Auditor General, requires that I report the resuJts of my 
determination as to whether or not tl1e Autho1ity has met one or more of the conctitions 
described in Section 218.503(1), Florida Statutes, and identification of the specific 
condition(s) met. In connection with my audit, I detenuined that the Authority did not meet 
any of the conditions described in Section 218.503(1), Florida Statutes. 

Pursuant to Sections 10.554(1)(i)5.c. and 10.556(8), Rules of the Auditor General, I applied 
financial condition assessment procedures. It is management's responsibility to monitor the 
Authority's financial concJition, and my financial condition assessment was based in part on 
representations made by management and the review of financial information provided by 
same. My financial condition assessment procedures were performed as of September 30, 
2014. 

Annual Financial Report 

Section 10.554(l)(i)5.b., Rules of the Auditor General, requires that I report the results of my 
detennination as to whether the annual financial report for the Authority for the year ended 
September 30, 2014, filed with the Florida Department of Financial Services pursuant to 
Section 218.32(1)(a), Florida Statutes, is in agreement with the annual financial audit report 
for the year ended September 30, 2014. In connection with my audit, I determined that these 
two reports were in agreement. 

Special District Component Units 

Section 10.554(1)(i)5.d, Rules of the Auditor General, requires that I detennine whether or 
not a special district that is a component unit of a county, municipality, or special district, 
provided the financial information necessary for proper reporting of the component unit, 
within the audited financial statements of the county, municipality, or special district in 
accordance with Section 218.39(3)(b), Florida Statutes. In connection with my audit, I 
determined that all special district component units (i.e., Housing Finance Authority of Polk 
County, Florida) provided tbe necessary information (i.e., to Polle County, Florida) for proper 
reporting in accordance with Section 218.39(3)(b), Florida Statutes. 

6 



Other Matters 

Section 10.554(1)(i)2., Rules of the Auditor General, requires that I address in the 
management letter any recommendations to improve the Authority's financial management. 
In connection with my audit, I reported findings jn the Report of Independent Auditor on 
Internal Cont:J:o1 Over Financial Reporting and on Compliance and Other Matters Based on 
an Audit of Financial Statements Perfonned in Accordance With Goven11nent Auditing 
Standards. 

Section 10.554(l)(i)3., Rules of the Auditor General, requires that I address noncompliance 
with provisions of contracts or grant agreements, or abuse, that have occurred, or are likely to 
have occuned, that have an effect on the financial statements that is less than material but 
which wru.Tants the attention of those chru.·ged with governance. In connection with my audit, 
I reported findings in the Report of Independent Auclitor on Internal Cono:ol Over Financial 
Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements 
Performed in Accordance 'With Government Auditing Standards. 

Purpose of this Letter 

My management letter is intended solely for the information and use of the members and 
management of the Housing Finance Autho1ity of Polk County, Florida, the Polk County 
Board of County Com.missioners, and the Florida Auditor General, and is not intended to be 
and should not be used by anyone other than these specified parties. 

November 5, 2014 
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Calvin C. Johnson, CPA 
3615 Pine Tip Roaa 
Tallahassee, FL 323 12 

HOUSING FINANCE AUTHORITY 
OF POLK COUNTY, FLORIDA 

P. O. Drawer 7608 
Wjnter Haven, FL 33883-7608 

November 13, 2014 

Re: Response to audit findings 

Dear Mr. Johnson: 

During the October 5, 2014 meeting of the Housing Finance Authority of Polk County, 
Florida (''HF A·•) you presented a report entitled "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 Stanaards" (the "Report''). The 
Report was prepared in connection with your audit of the financial statements of the Authority for 
the year ended September 30, 2014. t 

On page 2 of the Report you state: 

The following matters were discovered, while I performed audit tests of the 
Authority's loan receivable balances. It does not appear the Authoritis jnternal 
control over financial reporting allowed for those charged with govemance to learn of 
these matters in a timely manner. The matters are presented for the Authority's 
consideration (c:.g., the tem1s and conditions agreed upon in the related notes and 
mo1tgages), discussion with legal counsel, and possible action. 

1) In or around September 2009, the Authority extended a $12,000 second 
mortgage loan to an individual ("Bonower lVIB") for the partial financing of 
Borrower MPs purchase of a home located at 448 Lake Eloise Pointe B0uleva1:d, 
Winter Haven, Florida. The loan is included in the Keystone 2008 Agreement loan 
portfolio. In November 2013, Bonower MB passed away. Subsequently, it appears 
the probate court adjudged that title to the property descended to B01Tow :MB's 
parents. The Authority's second mortgage loan may have. been due and payable, upon .. 
the demise of the borrower. .. , · • 

2) . ~1 or ~61,Uld May ] 994~ the 
0

A.utb.ority extehd~d a $4,990.:second mortgage 
loan to· a couple (''Borrowers DF and RF'') for the partial financing of Borrowers DF 
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Calvin C. J ohnsou, CPA 
November 13, 2014 
Page2 

and RF's purchase of a home located at 5095 Misty Lake Drive, Mulben·y, Florida. 
The loan is included in the Keystone 1993/1994 Agreement loan portfolio. The 
Authority's second mortgage loan was subservient to a mortgage to SunBank/Mid
Florida National Association; which was satisfied in February 2006. In 2013, a 
mortgage foreclosure action was instituted on behalf of Nationstar Mortgage, LLC 
("N ationstar") to foreclose a 2006 mortgage on the same prope1ty that is mortgaged to 
the Authority. It appears the Authority was not made a defendant in the foreclosure 
action and was not served with a copy of the ~ummons and complaint. On July 2, 
2014, after the entry of a judgment of foreclosure, the property was sold to· Nationst'ar 
at a public sale. A certificate of title was issued to Nationstru: on July 21, 2014. It 
appears the Authority has never received repayment of its second mortgage loan. 

3) In or around March 2014, together with Habitat for Humanity of East Poll<. 
County, Inc. ("Habitat"), the Authority extended a first mortgag~ loan (Authority's 
portion $20,000) to an individual (''Borrower MC") for the financing' of Bonower 
MC's purchase of a home refened to by Habitat as house number 122. The loan is 
included in the Habitat 2013 Recipient Agreement loan portfolio. Bonower MC's 
note and mortgage contain incorrect date references, with regard to the recipient 
agreement. It appears that some or all of the other five first mortgage loan notes and 
mortgages, which are included in the Habitat 2013 Recipient Agreement loan 
portfolio, may contain similar incorrect date references. 

The Authority responds as follows to the three matters to which you refer, with each of the 
following numbered paragraphs corresponding to the same numbered paragraph of the Repo11: 

1. The property that is the subject of the Authority's mortgage was the borrower's 
homestead, and the probate court's adjudication that upon bo1Tower's death title to the home 
descended to Borrower's parents as l:J. matter pf law .dqes not . affect the st~.t11s of th~ Aq.tho:rity' s 
mo1igage loan. The mortgage remains a second mortgage, behind a mortgage to the United States 
Department of Agriculture which, accord.mg to a review of information posted to the Polk County 
Clerk of Couit's website, has not been satisfied or released. The Authority's mo1tgage contains a 
due-on-sale covenant that the borrower will not sell, convey, transfer, or assign any interest in or any 
part of the mortgaged property without the Authority's prior written consent, and that any such 
transfer allows the Authority to require immediate paym~nt of all sums secured by the mortgage. 
The Authority's m01tgage does not, however, provide that an event of default occurs if title to the 
mortgaged property transfers to a relative resulting from the death of the borrower. Even if the 
mortgage contained a provision of that nature, the Authority also understands from counsel that 
pursuant to federal law> a lender may not exercise an option pursuant to a due-on-sale clause upon a 
trnnsfer to a relative resulting from the death of a borrower. 12 U.S.C, § l 701j-3(d)(5). 
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Calvin C. JohnsoJJ, CPA 
November 13, 2014 
Page3 

The Authority has· asked its counsel to notify the borrower's parents of the Authority1s 
m01igage lien on the property. 

2. You state in the Report that it appears the Auth01·ity was not a party to the mo1igage 
foreclosw·e action brought on behalf of Nationstar Mortgage, LLC and that the Authority has not 
received repayment of its second m01igage loan. Those statements . are conect, however, the 
foreclosure action did not affect the Authority's status as a mo1igage lienholder. In fact, the 2006 
safoifa.Ctjon of the SunBanl</Mid-Florid?\ National Association mortgage to which you refer elevated 
the Autho1ity' s mortgage status as that of a first lienholde:r. ');bat status was unaffected by' the 
Nationstar mortgage foreclosw·e and subsequent public sale of the property. 

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

3. Habitat for Hwnanity of East Polk Colmty, Inc. ("Habitat") closes its m01igage loans 
with its local counsel, and the incorrect date references to which you refer were apparently i.mbedded 
in the closing documents. Counsel for the Authority has spoken with a representative of Habit and 
asked Habitat to contact each borrower who has entered a mortgage loan iJ.1 favor of the Authority 
that contains an inconect date reference, meet with the bon-ower, correct the date(s), utiti.al the 
corrected date(s), and rerecord any mo11.gage in which a date is corrected. Habitat has agreed to 
pmsue that action and report back to the Authority. Additiol1ally, the Authority1s 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, 

10 
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