SUTTER COMMUNITY AFFORDABLE HOUSING
1455 BUTTE HOUSE ROAD

YUBA CITY, CA 95993
(530) 671-0220

October 17, 2017

TO:
Martha Griese, President Sutter County Board of Supervisors
Gustavo Becerra, Secretary/Treasurer City Council, Yuba City
Diane Hodges, Board Member City Council, Live Oak
Richard Grant, Board Member Brant Bordsen, Legal Counsel
Brynda Stranix, Board Member Appeal-Democrat

Kimberly Butcher, Board Member
Manny Cardoza, Board Member

NOTICE OF REGULAR MEETING
OCTOBER 24, 2017

You are hereby notified that the Sutter Community Affordable Housing Special Board
Meeting is scheduled for Tuesday, October 24, 2017, at 12:00 PM at Richland
Neighborhood Center, 420 Miles Avenue, Yuba City, CA 95991.

Becerra
Sefrétary/Treasurer



SUTTER COMMUNITY AFFORDABLE HOUSING

Regular Meeting of Board of Directors
Richland Neighborhood Center
420 Miles Avenue, Yuba City, CA 95991

Tuesday, October 24, 2017
12:00 NOON

AGENDA
1. Callto order
2. Roll Call
3. Pledge of Allegiance
4. Public Participation: Members of the public shall be provided with an opportunity to
address the Board of Directors on items of interest that are within the subject matter
jurisdiction on the Board.

5. Approval of Minutes — May 23, 2017

6. Acceptance of Audit for FYE 2017 into Record
Gail Allen, Chief Finance Officer

7. Maintenance Update on Maple Park Phase 1, Town Center Senior Manor, and Yolo/Heiken
Tom Goodwin, Operations Manager

8. Occupancy/Eligibility Update on Maple Park Phase 1, Kristen Court Phase 1, Town Center
Senior Manor, and Yolo/Heiken

Pattra Runge and Alisha Parker, Occupancy Managers

9. Finance Update
Gail Allen, Chief Finance Officer

10. Planning and Community Development Update on Kristen Court Phase 2
Beckie Flores, Planning and Community Development Manager

11. Director’s Comments

12. Adjournment

Nonproffitagendal10242017



SUTTER COMMUNITY AFFORDABLE HOUSING
Minutes
Regular Board Meeting
May 23, 2017

. Call to Order: President Martha Griese called the meeting to order at the Richland
Neighborhood Center, 420 Miles Avenue, Yuba City, CA 95991 PM.

Roll Call: Board Members present were President Martha Griese, Board Members
Gustavo Becerra, Richard Grant, Kimberly Butcher, Brynda Stranix, Manny Cardoza and

Diane Hodges.

Pledge of Allegiance: Board Member Richard Grant led the Pledge of Allegiance.

Public Participation: None

Approval of Minutes — November 29, 2016: Board Member Diane Hodges made a
motion to approve the minutes of the February 28, 2017 meeting as submitted. Board
Member Brynda Stranix made the second. All were in favor by voice vote.

Election of Officers: Board Member Diane Hodges made the motion to appoint Martha
Griese as President. Board Member Richard Grant made the second. All were in favor by
voice vote.

Board Member Richard Grant made the motion to appoint Diane Hodges as Vice-
President. Board Member Martha Griese made the second. All were in favor by voice
vote.

Maintenance Update on Maple Park Phase 1, Town Center Senior Manor and
Yolo/Heiken: Operations Manager Tom Goodwin said things are status quo. He
mentioned the one item staff will keep an eye on for the future is the roof at Town
Center Senior Manor.

Occupancy/Eligibility Update on Maple Park Phase 1, Kristen Court Phase 1, Town
Center Senior Manor and Yolo/Heiken: Occupancy Manager Pattra Runge mentioned
there are two vacancies at Maple Park Phase 1. She stated Kristen Court Phase 1 is fully
leased.

Board Member Gustavo Becerra said the vacancy rate is very low. Mrs. Runge stated the
waiting list for Town Center Senior Manor and Yolo/Heiken are currently closed and the
waiting list for Maple Park Phase 1 is open but will be closing due to there being over
1,000 applicants on the list.



Board Member Gustavo Becerra mentioned there is a crisis for affordable housing. He
stated the opening of the Office of Migrant Services seasonal farm worker housing
opened on May 1, 2017 and was full with a waiting list on the first day.

9. Finance Update: Chief Financial Officer Gail Allen explained the handout that was
provided.

10. Planning and Community Development Update on Kristen Court Phase 2: Board
Member Gustavo Becerra said the second phase of Kristen Court apartments is planned
to be 24 family units. The City of Live Oak sponsored a HOME application for funding
and staff should hear in August or September if that will be awarded. He mentioned the
rehabilitation project at Town Center Senior Manor is complete with the exception of
the resurfacing of the parking lot due to weather.

Mr. Becerra stated staff is working on plans for the Garden Highway site where the old
office was located. He said it would be 42 units targeting homeless with mental health
issues and homeless. Mr. Becerra said he is working with both Yuba County and Sutter
County in regards to funding sources. He is hoping to apply for funding in 2018 for this
project.

11. Director’s Comments: Board Member Gustavo Becerra said he is working on the exit
survey that was suggested at the last meeting.

12. Adjournment: The meeting was adjourned at 12:46 PM.

NPmn05232017
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Annual Financial Report
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SMITH & NEWELL

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Sutter Community Affordable Housing
Yuba City, California

Report on the Financial Statements

We have audited the accompanying financial statements of Sutter Community Affordable Housing, Yuba
City, California (a nonprofit Corporation), which comprise the statement of financial position as of March
31,2017, and the related statements of activities and cash flows for the year then ended, and the related notes
to the financial statements.

Management’s Responsibility for the Financial Statements

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

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We conducted
our audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statements are free from material misstatement. |

An audit involves performing 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 making
those risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statements in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statements.

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

1=
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The Board of Directors
Sutter Community Affordable Housing
Yuba City, California

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Sutter Community Affordable Housing as of March 31, 2017, and the changes in its net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Report on Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
schedule of functional expenses is presented for purposes of additional analysis and is not a required part
of the financial statements. Such information is the responsibility of management and was derived from and
relates directly to the underlying accounting and other records used to prepare the financial statements. The
information has been subjected to the auditing procedures applied in the audit of the financial statements and
certain additional procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the financial statements or to the financial
statements themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America. In our opinion, the information is fairly stated in all material
respects in relation to the financial statements as a whole.

Smlth & Newell, CPAs
Yuba City, California
July 31, 2017
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SUTTER COMMUNITY AFFORDABLE HOUSING
Statement of Financial Position

March 31, 2017
Town Yolo Street/
Center Heiken Way Total
ASSETS
Current Assets
Cash and deposits $ 212,155 §$ 40,142 § 252,297
Imprest cash 25 - 25
Accounts receivable 250 - 250
Investment in partnership (89) - (89)
Total Current Assets 212,341 40,142 252,483
Capital Assets
Land - 45,061 45,061
Buildings 2,279,088 135,183 2,414,271
Leasehold improvements 171,441 21,757 193,198
Furniture and equipment 6,320 - 6,320
Accumulated depreciation (1,392,181) (70,855) (1,463,036)
Total Capital Assets, Net 1,064,668 131,146 1,195,814
Total Assets $ 1,277,009 § 171,288 § 1,448,297
LIABILITIES
Current Liabilities
Accounts payable $ 8240 $ 463 $ 8,703
Due to RHASNC 6,870 835 7,705
Security deposits 12,854 1,797 14,651
Prepaid tenant rent 2,250 178 2,428
Total Current Liabilities 30,214 3,273 33,487
Noncurrent Liabilities
Accrued interest payable 1,097,277 - 1,097,277
Loans payable
RDA loan 1,323,589 - 1,323,589
HOME loan 673,367 - 673,367
Yuba City loan - 160,000 160,000
Total Noncurrent Liabilities 3,094,233 160,000 3,254,233
Total Liabilities 3,124,447 163,273 3,287,720
NET ASSETS
Unrestricted (1,847,438) 8,015 (1,839,423)
Total Net Assets (1,847,438) 8,015 (1,839,423)
Total Liabilities and Net Assets $ 1,277,009 §$§ 171,288 § 1,448,297

The notes to the basic financial statements are an integral part of this statement.
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SUTTER COMMUNITY AFFORDABLE HOUSING
Statement of Activities
For the Year Ended March 31,2017

Town Yolo Street/
Center Heiken Way Total
OPERATING REVENUES AND OTHER SUPPORT
Dwelling rents $ 178441 § 42836 $§ 221,277
Other income 3,251 332 3,583
Total Operating Revenues and Other Support 181,692 43,168 224,860
OPERATING EXPENSES
Management fees 16,276 2,092 18,368
Supplies 3,956 2,521 6,477
Water 5,058 988 6,046
Electricity 9,142 - 9,142
Gas 324 550 874
Garbage 4,616 1,319 5,935
Sewer 10,677 2,186 12,863
Office expense 2,137 296 2,433
Outside services 95,683 20,355 116,038
Insurance 4,072 582 4,654
Taxes 1,213 557 1,770
Miscellaneous 1,303 186 1,489
Depreciation 84,640 5,594 90,234
Total Operating Expenses 239,097 37,226 276,323
Operating Income (Loss) (57,405) 5,942 (51,463)
NON-OPERATING REVENUES (EXPENSES)
Interest revenue 165 19 184
Partnership revenue (expense) (21) - 1)
Interest expense (59,909) - (59,909)
Total Non-Operating Revenues (Expenses) (59,765) 19 (59,746)
Change in Net Assets (117,170) 5,961 (111,209)
Total Net Assets - Beginning (1,730,268) 2,054 (1,728,214)
Total Net Assets - Ending $(1,847,438) § 8,015 § (1,839,423)

The notes to the basic financial statements are an integral part of this statement.



SUTTER COMMUNITY AFFORDABLE HOUSING
Statement of Cash Flows

For the Year Ended March 31,2017

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from customers
Payments to suppliers for goods and services

Net Cash Provided (Used) by Operating Activities

CASH FLOWS FROM CAPITAL AND RELATED FINANCING
ACTIVITIES
Acquisition of capital assets

Net Cash Provided (Used) by Capital and Related Financing
Activities

CASH FLOWS FROM INVESTING ACTIVITIES
Interest

Net Cash Provided (Used) by Investing Activities
Net Increase (Decrease) in Cash and Cash Equivalents
Balances - Beginning

Balances - Ending

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED (USED) BY OPERATING ACTIVITIES
Operating income (loss)
Adjustments to reconcile operating income to net cash provided
by operating activities:
Depreciation
Decrease (increase) in:
Accounts receivable
Increase (decrease) in:
Accounts payable
Due to RHASNC
Security deposits
Prepaid tenant rent

Net Cash Provided (Used) by Operating Activities

Town Yolo Street/
Center Heiken Way Total
$ 183,089 $ 43345 § 226,434
(168,185) (32,690) (200,875)
14,904 10,655 25,559
(75,120) - (75,120)
(75,120) - (75,120)
165 19 184
165 19 184
(60,051) 10,674 (49,377)
272,231 29,468 301,699
$ 212,180 §$ 40,142 § 252322
$ (57,405 $ 5942  §  (51,463)
84,640 5,594 90,234
(190) 39 (151)
(14,092) (158) (14,250)
364 (900) (536)
503 - 503
1,084 138 1,222
3 14904 § 10,655 §$ 25,559

The notes to the basic financial statements are an integral part of this statement.
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SUTTER COMMUNITY AFFORDABLE HOUSING
Notes to Basic Financial Statements
For the Year Ended March 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
A. Description of Reporting Entity

Sutter Community Affordable Housing is located in Yuba City, California and provides housing for
low-income families and elderly and handicapped persons who cannot afford decent, safe, and sanitary
housing.

B. Income Taxes

The Corporation is a not-for-profit organization that is exempt from income taxes under Section 501(c)(3)
of the Internal Revenue Code. The Corporation has also been classified as an entity that is not a private
foundation within the meaning of Section 509(a) and qualifies for deductible contributions as provided in
Section 170(1)(A)(vi).

FASB ASC Topic No. 740, Income Taxes, prescribes a comprehensive model for the financial statement
recognition, measurement, presentation and disclosure of uncertain tax positions taken or expected to be
taken in income tax returns. Management of the Corporation believes that it has not taken a tax position that,
if challenged, would have a material effect on the financial statements. The Corporation files Form 990 in
the federal jurisdiction within the United States and Form 199 in the State of California. At March 31,2017,
the Corporation’s federal tax returns related to the years ended March 31, 2015 through March 31, 2017
remain open to possible examination by tax authorities, and the Corporation’s State tax returns related to the
years March 31, 2014 through March 31,2017 remain open to examination by tax authorities. No tax returns
are currently under examination by any tax authorities. The Corporation has not incurred any penalties or
interest under FASB ASC Topic No. 740.

C. Basis of Accounting

The operations of the Corporation are organized into funds, each of which is considered to be a separate
accounting entity. The two funds of the Corporation record the activity of separate projects.

Basis of accounting refers to when revenues and expenses are recognized in the accounts and reported in the
financial statements.

The financial statements of the Corporation have been prepared on the accrual basis of accounting. Under
this method of accounting, revenues are recognized when they are earned and expenses are recognized when
the liability is incurred.

D. Basis of Presentation

The financial statement presentation follows the recommendations of the Financial Accounting Standards
Board (FASB) in ASC 958. Under FASB ASC 958, the Corporation is required to report information
regarding its financial position and activities according to three classes of net assets: unrestricted net assets,
temporarily restricted net assets, and permanently restricted net assets.

Unrestricted net assets - Net assets that are not subject to donor imposed stipulations. The deficit in
unrestricted net assets represent the excess of liabilities over assets.



SUTTER COMMUNITY AFFORDABLE HOUSING
Notes to Basic Financial Statements
For the Year Ended March 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
D. Basis of Presentation (Continued)

Temporarily restricted net assets - Net assets subject to donor-imposed stipulations that will be met
by actions of the Corporation and/or the passage of time. The Corporation does not have any temporarily
restricted net assets.

Permanently restricted net assets - Net assets subject to donor-imposed stipulations that the principal
be maintained permanently by the Corporation. The Corporation does not have any permanently
restricted net assets.

E. Cash and Deposits

Cash and deposits held by the Corporation at March 31, 2017, consists of cash held in checking and saving
accounts at banks which are secured by the Federal Deposit Insurance Corporation (FDIC). The balance in
these banks may at times exceed amounts covered by the FDIC. The Corporation has not experienced any
losses in such accounts and believes it is not exposed to any significant credit risk on cash deposits.

Concentration of credit risk associated with investments is considered low due to the credit quality of the
financial institutions holding these cash deposits and the Federal Deposit Insurance Corporation coverage.

F. Cash and Cash Equivalents

For purposes of the statement of cash flows, the Corporation considers all highly liquid investments available
for current use with an initial maturity of three months or less to be cash equivalents.

G. Accounts Receivable

Accounts receivable at March 31,2017, consisted primarily of tenant dwelling rents. Management considers
all amounts to be collectible and therefore has established no allowance for uncollectibles.

H. Inventories

Purchases of supplies are recorded as an expense at the time of purchase. Records are not maintained of
inventory and supplies on hand, although these amounts are not considered material.

I. Capital Assets

Capital assets are defined by the Corporation as assets with a cost of more than $1,000 and an estimated
useful life of more than two years. Capital assets are recorded at historical cost or estimated historical cost
if actual historical cost is not available. Contributed capital assets are recorded at their estimated fair market

value at the date of donation.

Depreciation is computed on a straight-line basis over the estimated useful lives of the related assets. The
estimated useful lives of depreciable assets are as follows:

Furniture and equipment 5-10 years
Buildings 30 years

-



SUTTER COMMUNITY AFFORDABLE HOUSING
Notes to Basic Financial Statements
For the Year Ended March 31, 2017

NOTE 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)
I. Capital Assets (Continued)

Expenses for maintenance and repairs are charged against operations. Renewals and betterments that
materially extend the life of the assets are capitalized.

J. Revenue Recognition

Dwelling rents are recognized when earned. When rents are received in advance of the due date, they are
recorded as prepaid tenant rent.

K. In Kind Donations

Donated property is reflected in the financial statements at the estimated fair value at the date of receipt.
Contributed services are stated at their estimated fair value, if they are ordinarily purchased and are of a
specialized nature such as skilled and professional level volunteers. If donated property or services create
or enhance a capital asset, they are capitalized and depreciated according to the capital asset policy.

L. Use of Estimates

The preparation of basic financial statements in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that effect certain
reported amounts and disclosures. Accordingly, actual results could differ from those estimates.

NOTE 2: STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

A. Deficit Net Assets

The Corporation had deficit net assets in the following individual funds as of March 31, 2017:

Town Center $ 1,847,438

This deficit is caused primarily by debt and accrued interest on debt. Repayment of this debt and accrued
interest has either been deferred by the lenders until the Corporation has adequate revenue to begin
repayment or is scheduled to be forgiven if compliance requirements are met.

NOTE 3: CASH AND DEPOSITS
A. Financial Statement Presentation

As of March 31, 2017, cash and deposits consisted of the following:

Deposits in banks $ 252,297
Imprest cash 25
Total Cash $ 252,322



SUTTER COMMUNITY AFFORDABLE HOUSING
Notes to Basic Financial Statements
For the Year Ended March 31, 2017

NOTE 3: CASH AND DEPOSITS (CONTINUED)

B. Cash

At year end, the carrying amount of the Corporation’s cash deposits in banks was $252,297 and the bank
balance was $254,083. The difference between the bank balance and the carrying amount represents

outstanding checks and deposits in transit.

NOTE 4: ACCOUNTS RECEIVABLE

Accounts receivable consist of March dwelling rents and rent subsidies. The balance at March 31,2017 was
$250 and all material amounts are considered ultimately collectible therefore no allowance for doubtful
accounts was considered necessary. Of the $250 balance, none of it was over 90 days old.

NOTE 5: CAPITAL ASSETS

A summary of capital assets at March 31, 2017 follows:

Land

Buildings

Leasehold improvements
Furniture and equipment

Total
Accumulated Depreciation

Total Capital Assets, Net

NOTE 6: LOANS PAYABLE
A summary of loans payable at March 31, 2017 follows:

RDA Loan - Interestis at 3 percent of the unpaid balance. No principal payments
are due until 2053. Total accrued interest payable at March 31, 2017 was
$693,307.

HOME Loan - Interest is at 3 percent of the unpaid balance. No principal
payments are due until 2053. Total accrued interest payable at March 31,2017
was $344,061.

City of Yuba City Loan - Interest is at zero percent of the unpaid balance. No
principal payments are due until 2056.

Total Loans Payable
Less Amount Due Within One Year

Total Long-Term Portion Loans Payable

Balance
March 31, 2017

$ 45,061
2,414,271
193,198

6,320

2,658,850
( 1,463,036)

$ 1195814

$ 1,323,589

673,367

160,000

—_— e

2,156,956

$ 2,156,956



SUTTER COMMUNITY AFFORDABLE HOUSING
Notes to Basic Financial Statements
For the Year Ended March 31, 2017

NOTE 6: LOANS PAYABLE (CONTINUED)

The required principal payments and interest accruals on the loans payable are as follows:

Fiscal Year Ended

March 31 Principal Interest Total
2018 $ - $ 59,909 $ 59,909
2019 - 59,909 59,909
2020 - 59,909 59,909
2021 - 59,909 59,909
2022 - 59,909 59,909

2023-2027 - 299,543 299,543

2028-2032 - 299,543 299,543

2033-2037 - 299,543 299,543

2038-2042 - 299,543 299,543

2043-2047 - 299,543 299,543

2048-2052 - 299,543 299,543

2053-2056 2,156,956 179,726 2,336,682

Total $2.,156.956 $ 2276,529 § 4.433.,485

Total accrued interest on these loans as of March 31, 2017 was $1,097,277.

NOTE 7: RELATED PARTY TRANSACTIONS

The financial accounting of the Corporation is maintained by the Regional Housing Authority (RHA). In
addition, the land on which the Town Center apartments are located is leased for a period of 55 years from
RHA for one dollar a year. The total amount paid to the RHA for the year ended March 31, 2017 was
$86,039.

NOTE 8: RISK MANAGEMENT

The Corporation is exposed to various risks of loss related to torts; theft of, damage to, and destruction of
assets; errors and omissions; injuries to employees; and natural disasters. The Corporation is covered by the
Regional Housing Authority risk management for errors and omissions. The Corporation carries commercial
insurance for all other risks of loss. Settled claims resulting from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years.

NOTE 9: OTHER INFORMATION

A. Subsequent Events

Management has evaluated events subsequent to March 31, 2017 through July 31, 2017, the date on which
the financial statements were available for issuance. Management has determined no subsequent events
requiring disclosure have occurred.

B. Investment in Partnership

The Corporation is a limited partner in Maple Park I, L.P. The Corporation’s share of profit, loss, and capital
is 0.003%. The investment in Maple Park I, L.P., at March 31, 2017 was ($89).

-10-
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SUTTER COMMUNITY AFFORDABLE HOUSING
Schedule of Functional Expenses
For the Year Ended March 31,2017

Town Center

Program Management
Services and General Total
OPERATING EXPENSES

Management fees $ 15462 $ 814 § 16,276
Supplies 3,758 198 3,956
Water 4,805 253 5,058
Electricity 8,685 457 9,142
Gas 308 16 324
Garbage 4,385 231 4,616
Sewer 10,143 534 10,677
Office expense 2,030 107 2,137
Outside services 90,899 4,784 95,683
Insurance 3,868 204 4,072
Taxes 1,152 61 1,213
Miscellaneous 1,238 65 1,303
Depreciation 80,408 4,232 84,640

Total Operating Expenses § 227,141 § 11,956 § 239,097

=1ls



Yolo Street/Heiken Way Total
Program Management Program Management
Services and General Total Services and General Total
$ 1,987 $ 105 § 2,002 § 17,449  $ 919 § 18,368
2,395 126 2,521 6,153 324 6,477
939 49 988 5,744 302 6,046
- - - 8,685 457 9,142
523 27 550 831 43 874
1,253 66 1,319 5,638 297 5,935
2,077 109 2,186 12,220 643 12,863
281 15 296 2,311 122 2,433
19,337 1,018 20,355 110,236 5,802 116,038
553 29 582 4,421 233 4,654
529 28 557 1,681 89 1,770
177 9 186 1,415 74 1,489
5,314 280 5,594 85,722 4,512 90,234
5 35365 § 1,861 § 37,226 § 262,506 § 13,817  § 276,323

-11-



SUTTER COMMUNITY AFFORDABLE HOUSING
Note to Schedule of Functional Expenses
For the Year Ended March 31, 2017

SCHEDULE OF FUNCTIONAL EXPENSES
In the Schedule of Functional Expenses of the Sutter Community Affordable Housing, expenses are reported

on a functional basis. Costs are divided between program services and management and general. The
Corporation uses estimates to allocate the expenses.

2



SMITH & NEWELL

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR’S MANAGEMENT LETTER

To the Board of Directors
Sutter Community Affordable Housing
Yuba City, California

In planning and performing our audit of the financial statements of Sutter Community Affordable Housing,
(Corporation) as of and for the year ended March 31,2017, in accordance with auditing standards generally
accepted in the United States of America, we considered the Corporation‘s internal control over financial
reporting (internal control) to determine the audit procedures that are appropriate in the circumstances for
the purpose of expressing our opinion on the financial statements, but not for the purpose of expressing an
opinion on the effectiveness of the Corporation’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the Corporation’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph 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. However, as discussed below, we identified certain deficiencies in internal control that we
consider to be material weaknesses and significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent, or detect and correct,
misstatements on a timely basis. A material weakness is a deficiency, or a combination of deficiencies in
internal control, such that there is a reasonable possibility that a material misstatement of the organization’s
financial statements will not be prevented, or detected and corrected, 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 important enough to merit attention by those charged with governance. We consider
the deficiency described in the attached appendix to be a significant deficiency. (2017-001)

This communication is intended solely for the information and use of management, the Board of Directors,
and others within the organization, and is not intended to be, and should not be, used by anyone other than
these specified parties.

et o fRpcectt

Smith & Newell, CPAs
Yuba City, California
July 31,2017

950 THARP ROAD, SUITE 502 YUBA CITY, CA 95993 TEL: (530) 673-9790 FAX: (530) 673-1305 SMITHNEW@SBCGLOBAL.NET
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SUTTER COMMUNITY AFFORDABLE HOUSING
Appendix A: Management Letter Comments
For the Fiscal Year Ended March 31, 2017

CURRENT YEAR FINDINGS AND RECOMMENDATIONS

2017-001 Operating Deficit (Significant Deficiency)
Condition
At the time of our audit we noted that Sutter Community Affordable Housing continued to have
expenses in excess of revenues. Although the Corporation has been able to maintain a positive cash
flow, the yearly decrease in net assets continues primarily because of accrued interest on debt and
depreciation. At March 31, 2017, the total deficit in net assets in the Town Center fund was
$1,847,438. This is a repeat of a prior year finding.

Cause

The Corporation continues to have expenses in excess of revenues primarily because of accrued
interest on debt and depreciation.

Criteria

Sound management practices require that efforts be made to ensure that fees for services, including
rental fees, be adequate to cover expenses incurred as well as provide for future debt payments.

Effect of Condition

Sutter Community Affordable Housing continues to reflect a deficit in net assets.
Recommendation

We recommend that Sutter Community Affordable Housing evaluate options that may be available
to decrease deficits. Ifit is not possible to reduce expenses to a breakeven point, reducing expenses
at least to the breakeven point prior to accrued interest would be a positive accomplishment.

Management Response

Sutter Community Affordable Housing currently has four loans/grants for the Town Center Senior
Manor and Yolo Heiken properties.

Town Center Senior Manor

* Loan #1 - $673,367 HOME Promissory Note with the City of Yuba City. At an interest rate of
3% per year, principal and accrued interest are due and payable at 55 years (03/25/2043); or
Event of Default. This type of financing is typical and common in affordable housing projects,
and more commonly known as “soft debt”, which does not require a debt service.

* Loan #2 - $1,400,000 RDA Promissory Note. Same repayment terms as Loan #1.

Yolo Heiken

* Grant #1 - $100,000 AHP Promissory Note with the City of Yuba City. Zero interest and
forgivable in 15 years (11/19/2013). This Note has now been forgiven.



SUTTER COMMUNITY AFFORDABLE HOUSING
Appendix A: Management Letter Comments
For the Fiscal Year Ended March 31, 2017

CURRENT YEAR FINDINGS AND RECOMMENDATIONS (CONTINUED)
2017-001 Operating Deficit (Significant Deficiency) (Continued)
Management Response (Continued)

*  Grant#2 -$160,000 City of Yuba City Promissory Note. Zero interest and forgivable in 55 years
(07/24/2058).

Interest for the Town Center Senior Manor Loans accrue annually in accordance with the above
agreements, but is not included in yearly budgets or used to reduce yearly revenue.

Not only accrued interest, but GASB requirements that mandate the recording of compensated
absences, depreciation and OPEB’s, reduce yearly revenue and show initial deficit spending.
However, if revenue is compared solely to actual yearly expenses (minus accrued interest and GASb
requirements), both projects have positive residual receipts which are then deposited into interest
bearing accounts for future maintenance and capital needs. Since these are low-income projects with
revenue being at a premium, this audit comment will continue on future audits as long as accrued
interest and GASB entries are required in the income statement.



SUTTER COMMUNITY AFFORDABLE HOUSING
Appendix B: Status of Prior Year Recommendations
For the Fiscal Year Ended March 31, 2016

STATUS OF PRIOR YEAR RECOMMENDATIONS

Prior Period Adjustments (Material Weakness)
Prior Year Recommendation
We recommend that capital asset acquisitions be identified and properly capitalized and depreciated.
Status of Prior Year Recommendation
Implemented

Operating Deficit (Significant Deficiency)
Prior Year Recommendation
We recommend that Sutter Community Affordable Housing evaluate options that may be available
to decrease operating deficits. Ifit is not possible to reduce expenses to a breakeven point, reducing
expenses at least to the breakeven point prior to accrued interest would be a positive
accomplishment.

Status of Prior Year Recommendation

In Progress
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