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Independent Auditor's Report

Board of Directors
SFPH Acquisitions LLC
Boulder County, Colorado

We have audited the accompanying basic financial statements of SFPH Acquisitions LLC, a component unit of
Boulder County Housing Authority, Colorado, as of and for the years ended December 31, 2011 and 2010, as
listed in the table of contents. These financial statements are the responsibility of SFPH Acquisitions LLC’s
management. Our responsibility is to express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America. Those standards require that we plan and perform the audits to obtain reasonable assurance about
whether the financial statements are free of material misstatement. An audit includes examining, on a test
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also includes
assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis
for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of SFPH Acquisitions LLC as of December 31, 2011 and 2010, and the changes in its financial
position and its cash flows for the years then ended in conformity with accounting principles generally accepted
in the United States of America.

Management has not presented the management’s discussion and analysis that accounting principles
generally accepted in the United States of America require to be presented to supplement the basic financial
statements. Such missing information, although not a part of the basic financial statements, is required by the
Governmental Accounting Standards Board, who considers it to be an essential part of financial reporting for
placing the basic financial statements in an appropriate operational, economic, or historical context. Our
opinion on the basic financial statements is not affected by this missing information.

Our audit was conducted for the purpose of forming an opinion on the financial statements that collectively
comprise the basic financial statements. The supplementary information listed in the table of contents is
presented for purposes of additional analysis and is not a required part of the basic financial statements. The
combining financial statements are the responsibility of management and were derived from and relate 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 basic financial statements and certain
additional procedures, including comparing and reconciling such information directly to the underlying
accounting and other records used to prepare the 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 basic financial statements as a whole.

/%XZMM/% L7

Greenwood Village, Colorado
June 7, 2012



SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Balance Sheets

December 31, 2011 and 2010

2011 2010
Assets
Current assets:
Cash and cash equivalents $ 19,323 $ 83,731
Restricted cash and cash equivalents - tenant security deposits 5,103 5,073
Accounts receivable - tenants 202 171
Total current assets 24,628 88,975
Noncurrent assets
Nondepreciable capital assets 275,988 275,988
Capital assets, net of accumulated depreciation 728,119 742,997
Total noncurrent assets 1,004,107 1,018,985
Total Assets $ 1,028,735 $ 1,107,960
Liabilities and Net Assets
Current liabilities
Accounts payable $ 3772 3 6,705
Tenant prepaid rents 1 169
Tenant security deposits 5,103 5,073
Due to primary government 1,471 1,327
Total current liabilities 10,347 13,274
Net assets:
Invested in capital assets 1,004,107 1,018,985
Unrestricted 14,281 75,701
Total net assets 1,018,388 1,094,686
Total liabilities and net assets $ 1,028,735 $ 1,107,960

See accompanying notes to basic financial statements.



SFPH ACQUISITIONS LLC

(A Component Unit of Boulder County Housing Authority, Colorado)

Statements of Revenues, Expenses and Changes in Net Assets

For the Years Ended December 31, 2011 and 2010

Operating revenues
Tenant rental income
Rental subsidies
Other

Total operating revenues

Operating expenses
Administrative
Utilities
Maintenance and operations
General Operating
Depreciation

Total operating expenses

Operating income

Nonoperating revenues
Interest income
Total nonoperating revenue

Change in net assets before transfers
Transfers to primary government
Change in net assets
Net assets, beginning of year

Net assets, end of year

See accompanying notes to basic financial statements.

$

2011 2010
63,370 $ 66,043
121,194 122,884
2,489 753
187,053 189,680
40,292 34,099
12,810 11,616
94,393 32,638
9,108 6,087
25,963 25,764
182,566 110,204
4,487 79,476
31 42
31 42
4,518 79,518
(80,816) (74,319)
(76,298) 5,199
1,094,686 1,089,487
1,018,388 $ 1,094,686




SFPH ACQUISITIONS LLC

(A Component Unit of Boulder County Housing Authority, Colorado)

Statements of Cash Flows
For the Years Ended December 31, 2011 and 2010

Cash flows from operating activities:
Cash received from tenants and others $
Cash payments to suppliers

Net cash provided by operating activities

Cash flows from noncapital financing activites:
Transfers to primary government

Net cash used by noncapital financing activities

Cash flows from capital and related financing activities:
Purchases of capital assets

Net cash used by capital and related financing activities

Cash flows from investing activities:
Interest received

Net cash provided by investing activities

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents, beginning of period

Cash and cash equivalents, end of period $

Reconciliation of operating income to net cash used in operating activities

Net Income from operations $
Adjustments to reconcile net income from operations to net cash
provided by operating activities:

Depreciation

(Increase) decrease in accounts receivable

Increase (decrease) in accounts payable

Increase (decrease) in due to primary government

Increase (decrease) in tenant security deposits

Increase (decrease) in tenant prepaid rents

Net cash provided by operating activities $

2011 2010
186,884 $ 190,118
(159,392) (112,077)
27,492 78,041
(80,816) (74,319)
(80,816) (74,319)
(11,085) -
(11,085) -
31 42
31 42
(64,378) 3,764
88,804 85,040
24426 $ 88,804
4,487 $ 79,476
25,963 25,764
(31) 279
(2,933) (26,680)
144 (778)
30 375
(168) (395)
27492 $ 78,041

See accompanying notes to basic financial statements.
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SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Notes to Basic Financial Statements

December 31, 2011 and 2010

Summary of Significant Accounting Policies

The basic financial statements have been prepared in accordance with accounting principles generally
accepted in the United States of America (GAAP) applicable to governmental entities. The
Governmental Accounting Standards Board (GASB) is the standard setting body for establishing
governmental accounting and financial reporting principles. A summary of the significant accounting
policies of SFPH Acquisitions LLC (the Corporation) applied in the preparation of these financial
statements follows.

(@)

Reporting Entity

The Corporation is a component unit of Boulder County Housing Authority (the Authority), a
blended component unit of the County of Boulder Colorado, a political subdivision organized in
1861 under the statutes of the State of Colorado. The Sole Member of the Corporation is the
Boulder County Housing Authority. The Authority’s governing body is its Board of Directors (the
Board). The Board is comprised of the three-member Board of County Commissioners for Boulder
County. Each commissioner is elected at-large by the voters of the County and must reside in the
district for which he or she is elected.

Operations of the Corporation commenced in 2008. The Corporation was created for the purpose of
receiving certain affordable housing units from the Boulder County Housing Authority and will
hold, manage, and at a future time determined by the Corporation, will sell the units at fair market
value.

In accordance with GASB Statement No. 14, The Financial Reporting Entity, the definition of the
financial reporting entity consists of:

@) the primary government
(b) organizations for which the primary government is financially accountable, and
(c) other organizations for which the nature and significance of their relationship with the

primary government is such that exclusion would cause the reporting entity’s financial
statements to be misleading or incomplete.

The Corporation is included in the Authority’s reporting entity because of the significance of its
operational and financial relationship with the Authority in accordance with GASB Statement No.
14,

As the Authority is the Sole Member of the Corporation, the Authority’s Board of Directors is able
to impose its will on the Corporation.

The Corporation has considered the possibility of inclusion of additional entities in its financial
statements. Financial accountability exists if the Corporation appoints a voting majority of the
organization’s governing body and is able to impose its will on that organization or if there is a
potential for the organization to provide specific financial benefits to, or impose specific financial
burdens on the primary government.



(b)

SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Notes to Basic Financial Statements

December 31, 2011 and 2010

Financial accountability may also exist if an organization is fiscally dependent on the Corporation
regardless of whether the organization has a separately elected governing board. Based on the
application of these criteria, the Corporation does not include additional organizations within its
reporting entity and the accompanying basic financial statements include only the operations of the
Corporation.

The financial activities of the Corporation are recorded in business units established in connection
with the administration of the Corporation’s programs. Fund accounting is used internally to
demonstrate legal compliance to aid financial management by segregating transactions related to
certain government functions or activities. A fund is a separate accounting entity with a self-
balancing set of accounts. These funds are combined into a single fund for financial reporting
purposes.

The financial statements of the Corporation are presented on the basis of the proprietary fund
accounting concept.

Measurement Focus, Basis of Accounting, and Basis of Presentation

Basis of accounting refers to when revenues and expenditures/expenses are recognized in the
accounts and reported in the financial statements. The accounting and financial reporting treatment
applied to a fund is determined by its measurement focus.

Revenue and expenses are recognized on an accrual basis. The Corporation distinguishes operating
revenues and expenses from non-operating items. Operating revenues and expenses generally
result from providing services in connection with the Corporation’s ongoing operations. The
principal operating revenues of the Corporation are from rental operations, which include tenant
rental income and rent subsidies. The Corporation recognized other revenues, which include tenant
charges such as work order charges and late fees. Operating expenses consist of: administrative
expenses, including management fees and other administrative costs; utilities; maintenance and
operations, including maintenance salaries and benefits, maintenance contracts, related materials
and non-capital equipment, and non-routine maintenance charges; general operating, including
insurance and bad debt expense; and depreciation.

All revenues and expenses not meeting the operational criteria are reported as non-operating
revenues and expenses. The only nonoperating revenue is interest income.

The Corporation reports its fund financial statements following all applicable GASB
pronouncements as well as the following pronouncements issued on or before November 30, 1989,
unless those pronouncements conflict or contradict GASB pronouncements: Financial Accounting
Standards Board (FASB) Statements and Interpretations, Accounting Principles Board Opinions,
and Accounting Research Bulletins. Proprietary funds are given the option whether or not to apply
all FASB Statements and Interpretations issued after November 30, 1989. The Authority has
elected not to apply any applicable FASB pronouncements subsequent to November 30, 1989 in
accounting and reporting for this enterprise fund.



(©)

(d)

(€)

()

(9)

(h)

SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Notes to Basic Financial Statements

December 31, 2011 and 2010
Cash and Cash Equivalents

Cash and cash equivalents are considered to be cash on hand, demand deposits, and short-term
investments with an original maturity of three months or less from the date of acquisition.

Restricted Cash

Restricted cash is comprised of amounts to be used for specific purposes. Specific purposes include
amounts held for tenant security deposits.

Accounts Receivable

Revenues are recorded when earned and are reported as accounts receivable until collected.
Accounts receivable are expensed as bad debts at the time they are determined to be uncollectible.
Management established an allowance for doubtful accounts for accounts that may not be
collectible in the future. Receivables are reported net of the related allowance. There was no
allowance recorded as of December 31, 2010 or 2011.

Capital Assets

Capital assets are recorded at historical cost or at estimated cost if actual historical cost is not
available. Contributed assets are valued at estimated fair market value at the date of donation,
except for donations from within the same financial reporting entity, which are recorded at the
carrying value of the transferror. The Corporation defines capital assets as those with an initial,
individual cost of $5,000 or greater and a useful life of more than one year.

Depreciation of assets is computed using the straight-line method. Estimated useful lives for asset
types are as follows:

Buildings and improvements 40-45 years
Restricted and Unrestricted Resources

Application of restricted and unrestricted resources is made on a case-by-case basis by
management, depending on the overall program resources. Generally, management applies
restricted resources then unrestricted resources when both restricted and unrestricted resources are
available to pay an expense.

Risk Management

The Corporation is exposed to various risks of loss related to torts; thefts of, damage to, and
destruction of assets; errors and omissions; and natural disasters. The Corporation carries
commercial insurance for these risks of loss. Insurance settlements have not exceeded insurance
coverage for the past three years.



)

®)

SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Notes to Basic Financial Statements

December 31, 2011 and 2010

Use of Estimates

The preparation of financial statement in conformity with accounting principles generally accepted
in the United States of America requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenue and expenses during the
reported period. Actual results could differ from those estimates.

Cash and Cash Equivalents

(@)

(b)

Book Value of Cash and Cash Equivalents

As of December 31, 2011 and 2010, the carrying amount of the Corporation’s cash and cash
equivalents was as follows:

2011 2010
Unrestricted cash and cash equivalents $ 19,323 $ 83,731
Restricted cash - tenant security deposits 5,103 5,073
Total $ 24,426 $ 88,804

Cash Deposits

The Colorado Public Deposit Protection Act (PDPA) requires that all units of local government
deposit cash in eligible public depositories, with eligibility determined by state regulators.
Amounts on deposit in excess of federal insurance levels must be collateralized by eligible
collateral determined by the PDPA. The PDPA allows the institution to create a single collateral
pool for all public funds. The pool is to be maintained by another institution or held in trust for all
uninsured public deposits as a group. The fair market value of the collateral must be at least equal
to 102% of the aggregate uninsured deposits.

Restricted Cash and Cash Equivalents

At December 31, 2011 and 2010, cash held for tenant security deposits is restricted in the amount of
$5,103 and $5,073, respectively, with an offsetting liability for tenant security deposits in the same
amount.



SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Notes to Basic Financial Statements

December 31, 2011 and 2010
(4) Change in Capital Assets

Detailed information on property and equipment and the related accumulated depreciation is displayed in
the following tables:

Balance Balance
December 31, December 31,
2010 Additions Disposals 2011
Nondepreciable assets:
Land $ 275,988 $ $ - $ 275,988
Total capital assets, not being
depreciated 275,988 - - 275,988
Depreciable assets:
Buildings and Improvements 1,159,376 11,085 - 1,170,461
Total Buildings and Improvements 1,159,376 11,085 - 1,170,461
Accumulated depreciation:
Buildings and Improvements (416,379) (25,963) - (442,342)
Total accumulated depreciation (416,379) (25,963) - (442,342)
Total capital assets being
depreciated 742,997 (14,878) - 728,119
Total capital assets, net $ 1,018,985 $ (14,878) $ - $ 1,004,107
Balance Balance
December 31, December 31,
2009 Additions Disposals 2010
Nondepreciable assets:

Land $ 275,988 $ $ - $ 275,988
Total capital assets, not being
depreciated 275,988 - - 275,988

Depreciable assets:

Buildings and Improvements 1,159,376 - 1,159,376

Total Buildings and Improvements 1,159,376 - - 1,159,376
Accumulated depreciation:

Buildings and Improvements (390,615) (25,764) - (416,379)
Total accumulated depreciation (390,615) (25,764) - (416,379)
Total capital assets being
depreciated 768,761 (25,764) - 742,997
Total capital assets, net $ 1,044,749 $ (25,764) $ -3 1,018,985

On December 31, 2011 and 2010, the Corporation owned a total of 14 rental units.



SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Notes to Basic Financial Statements

December 31, 2011 and 2010
(5) Commitments and Contingencies
Management Agreement

The Corporation has a management agreement with Boulder County Housing Authority for contracted
services. Under the terms of this agreement, the Authority contracts for administrative salaries, benefits,
supplies, etc. The contracted services have been classified as functional expenses for reporting purposes.
For the years ended December 31, 2011 and 2010, the Corporation paid or accrued $24,602 and $23,016,
respectively, in fees under this agreement.

Disposition of Property

During 2008, the Authority obtained approval to dispose of public housing units owned by the Authority.
The net proceeds from the disposition will be used for the replacement of the scattered sites with larger,
affordable rental housing projects, which will equal the number of units approved for disposition. During
2010, the Authority requested an extension of the disposal timeline. HUD approved the request and
extended the disposal timeline to December 31, 2013.

(6) Related Party Transactions

In addition to the management fees discussed in Note 5 above, in accordance with its Operating
Agreement with Boulder County Housing Authority, the Corporation made transfers of profits of $80,816
and $74,319 to Boulder County Housing Authority during the years ended December 31, 2011 and 2010,
respectively. The Corporation also paid $13,878 and $4,409 during the years ended December 31, 2011
and 2010, respectively, to Boulder County Housing Authority for salaries and benefits of maintenance
workers.

This information is an integral part of the financial statements.

10



Assets

Current assets:
Cash and cash equivalents
Restricted cash — tenant security deposits
Accounts receivable — tenants
Due from other departments

Total current assets
Noncurrent assets:

Nondepreciable capital assets
Capital assets, net of accumulated depreciation

Total noncurrent assets
Total assets
Liabilities and Net Assets

Current liabilities:
Accounts payable
Tenant prepaid rents
Tenant security deposits
Due to other departments
Due to primary government

Total current liabilities

Net assets:
Invested in capital assets
Unrestricted

Total net assets
Total liabilities and net assets

SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Combining Balance Sheet

December 31, 2011

Admin Scattered Sites Rodeo Court Total

19,323 — — 19,323
— 3,078 2,025 5,103

— 202 — 202

— 38,319 — 38,319
19,323 41,599 2,025 62,947
— 188,259 87,729 275,988

— 507,208 220,911 728,119

— 695,467 308,640 1,004,107
19,323 $ 737,066 $ 310,665 $ 1,067,054
3,772 — — 3,772
— 1 — 1

— 3,078 2,025 5,103
14,273 — 24,046 38,319
1,278 62 131 1,471
19,323 3,141 26,202 48,666
— 695,467 308,640 1,004,107

— 38,457 (24,176) 14,281

— 733,925 284,463 1,018,388
19,323 $ 737,066 $ 310,665 $ 1,067,054

11



SFPH ACQUISITIONS LLC
(A Component Unit of Boulder County Housing Authority, Colorado)

Combining Statement of Revenues, Expenses and Changes in Net Assets

For the Year ended December 31, 2011

Scattered Sites Rodeo Court Total

Operating revenues
Tenant rental income $ 42,944 $ 20,426 $ 63,370
Rental subsidies 75,270 45,924 121,194
Other 1,365 1,124 2,489
Total operating revenues 119,579 67,474 187,053

Operating expenses
Administrative 23,673 16,619 40,292
Utilities 5,763 7,047 12,810
Maintenance and operations 51,116 43,277 94,393
General operating 5,188 3,920 9,108
Depreciation 17,867 8,096 25,963
Total operating expenses 103,607 78,959 182,566
Operating income 15,972 (11,485) 4,487

Nonoperating revenues

Interest income 18 13 31
Total nonoperating revenue 18 13 31
Change in net assets before transfers 15,990 (11,472) 4,518
Transfers to primary government (60,038) (20,778) (80,816)
Change in net assets (44,048) (32,250) (76,298)
Net assets, beginning of period 777,973 316,713 1,094,686
Net assets, end of period $ 733,925 $ 284,463 $ 1,018,388
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