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Independent Auditor's Report 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
To the Board of Commissioners
Housing Authority of the County of Santa Clara
We have audited, in accordance with 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 financial
statements of the Housing Authority of the County of Santa Clara (the Authority), a component
unit of the County of Santa Clara, California, and its discretely presented component units,
which comprise the statement of net position as of June 30, 2014, and the related statements
of revenues, expenses and changes in net position, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon dated
December 8, 2014. We did not audit the financial statements of one blended component unit,
Property Management, Inc. (PMI) and the financial statements of the aggregate discretely
presented component units of the Authority. The financial statements of PMI and the discretely
presented component unit financial statements were audited by other auditors whose reports
thereon have been furnished to us, and our opinion, insofar as it relates to the amounts
included for PMI and the aggregate discretely presented component units, is based solely on
the reports of the other auditors. The audits of the aggregate discretely presented component
units, except for AE Associates, LTD, HACSC/Choices Family Associates, Opportunity Center
Associates LP, Fairground Luxury Family Apartments, LP, S.P.G. Housing Inc. and
Subsidiaries and Villa San Pedro HDC, Inc., were not performed in accordance with
Government Auditing Standards. This report does not include the results of the other auditors’
testing of internal control over financial reporting or compliance and other matters that are
reported on separately by those auditors.
Internal Control over Financial Reporting
In planning and performing our audit of the financial statements, we considered the Authority'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
Authority's internal control. Accordingly, we do not express an opinion on the effectiveness of
the Authority's internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or 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 Authority'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.
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Our consideration of internal control was for the limited purpose described 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. Given these limitations, during
our audit we did not identify any deficiencies in internal control that we consider to be material
weaknesses. However, material weaknesses may exist that have not been identified.
Compliance and Other Matters
As part of obtaining reasonable assurance about whether the Authority's financial statements
are free of material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts, and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions and requirements was not an
objective of our audit and, accordingly, we do not express such an opinion. The results of our
tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.
Purpose of this Report
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Authority's internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Authority's
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose.

Sacramento, California
December 8, 2014
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Independent Auditor's Report on Compliance for Each Major Program and
on Internal Control over Compliance Required by OMB Circular A-133 and
Schedule of Expenditures of Federal Awards
To the Board of Commissioners
Housing Authority of the County of Santa Clara
Report on Compliance for Each Major Federal Program
We have audited the Housing Authority of the County of Santa Clara (the Authority)'s
compliance with the types of compliance requirements described in the Office of Management
and Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and
material effect on each of the Authority's major federal programs for the year ended June 30,
2014. The Authority's major federal programs are identified in the summary of auditor's results
section of the accompanying Schedule of Findings and Questioned Costs.
Management's Responsibility
Management is responsible for compliance with the requirements of laws, regulations,
contracts, and grants applicable to its federal programs.
Auditor's Responsibility
Our responsibility is to express an opinion on compliance for each of the Authority's major
federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the Unites States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the
audit to obtain reasonable assurance about whether noncompliance with the types of
compliance requirements referred to above that could have a direct and material effect on a
major federal program occurred. An audit includes examining, on a test basis, evidence about
the Authority's compliance with those requirements and performing such other procedures as
we considered necessary in the circumstances.
We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. However, our audit does not provide a legal determination of the
Authority's compliance.
The Authority's basic financial statements include the operations of Villa San Pedro HDC, Inc.
that expended $519,850 in federal awards for the year ended December 31, 2013, and which
are not included in the Schedule of Expenditures of Federal Awards for the year ended June
30, 2014. Our audit, described above, did not include such operations because another auditor
was engaged to perform the audit of Villa San Pedro HDC, Inc. in accordance with OMB
Circular A-133.
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Basis for Qualified Opinion on the Major Federal Program - Section 8 Project Based Cluster
(CFDA No. 14.856 and No. 14.249)
As described at item 2014-1 in the accompanying Schedule of Findings and Questioned Costs,
the Authority did not comply with requirements regarding timeliness of Housing Quality
Standards inspections. Compliance with such requirements is necessary, in our opinion, for
the Authority to comply with the requirements applicable to that program.
Qualified Opinion on the Major Federal Program - Section 8 Project Based Cluster (CFDA No.
14.856 and CFDA No. 14.249)
In our opinion, except for the noncompliance described in the Basis for Qualified Opinion
paragraph above, the Authority complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on the Authority’s
Section 8 Project Based Cluster program for the year ended June 30, 2014.
Unmodified Opinion on Each of the other Major Federal Programs
In our opinion, the Authority complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of the
Authority’s other major federal programs identified in the summary of auditor’s results section
of the accompanying Schedule of Findings and Questioned Costs for the year ended June 30,
2014.
Other Matters
The Authority’s response to the noncompliance finding identified in our audit is described in the
accompanying Schedule of Findings and Questioned Costs. The Authority’s response was not
subjected to the auditing procedures applied in the audit of compliance and accordingly we
express no opinion on the response.
Report on Internal Control over Compliance
Management of the Authority is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the Authority's internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, but not for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, we do not express an opinion on the effectiveness of the
Authority's internal control over compliance.
Our consideration of internal control over compliance was for the limited purpose described in
the preceding paragraph and was not designed to identify all deficiencies in internal control
over compliance 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 a deficiency in internal control over compliance for one major
federal program that we consider to be a significant deficiency.
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A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or detect and correct, noncompliance with a
type of compliance requirement of a federal program on a timely basis. A material weakness in
internal control over compliance is a deficiency, or combination of deficiencies, in internal
control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be
prevented, or detected and corrected, on a timely basis. A significant deficiency in internal
control over compliance is a deficiency, or a combination of deficiencies, in internal control
over compliance that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We
consider the deficiency in internal control over compliance described in the accompanying
Schedule of Findings and Questioned Costs, as item 2014-1 to be a significant deficiency.
The Authority’s response to the internal control over compliance finding identified in our audit is
described in the accompanying schedule of Findings and Questioned Costs. The Authority’s
response was not subjected to the auditing procedures applied in the audit of compliance and
accordingly we express no opinion on the response.
The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose.
Report on Schedule of Expenditures of Federal Awards
We have audited, in accordance with 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 financial
statements of the Housing Authority of the County of Santa Clara (the Authority), a component
unit of the County of Santa Clara, California, and its discretely presented component units,
which comprise the statement of net position as of June 30, 2014, and the related statements
of revenues, expenses and changes in net position, and cash flows for the year then ended,
and the related notes to the financial statements, and have issued our report thereon
December 8, 2014. Our audit was performed for the purpose of forming an opinion on the
financial statements of the Authority as a whole. Our report includes a reference to other
auditors. The accompanying Schedule of Expenditures of Federal Awards is presented for
purposes of additional analysis as required by OMB Circular A-133 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.
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This report on the Schedule of Expenditures of Federal Awards is intended solely for the
information and use of the Board of Commissioners and management of the Authority, and
federal awarding agencies and pass through entities, and is not suitable for any other purpose.

Sacramento, California
December 8, 2014
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Federal
CFDA
Number

Agency or
Pass-Through
Number

Continuum of Care
Continuum of Care

14.267

n/a

Housing Voucher Cluster
Family Unification Program (FUP)
Mainstream Vouchers
Section 8 Housing Choice Vouchers

14.880
14.879
14.871

n/a
n/a
n/a

Grantor / Pass-Through Grantor Program Title:

Expenditures
Amount

FEDERAL EXPENDITURES
Direct:
U.S. Department of Housing and Urban Development

$

3,152,076

1,561,419
616,781
6,544,667

Subtotal Housing Voucher Cluster

8,722,867

Section 8 Project-Based Cluster
Lower Income Housing Assistance - Program
Section 8 Moderate Rehabilitation
Section 8 Moderate Rehabilitation Single Room
Occupancy

14.856

n/a

640,872

14.249

n/a

444,945

Subtotal - Section 8 Project-Based Cluster

1,085,817

Move to Work
Public and Indian Housing
Public Housing Capital Fund
Moving To Work Demonstration Program

14.850
14.872
14.881

Subtotal - Move to Work

n/a
n/a
n/a

56,836
9,649
226,861,210

14.881

226,927,695

Total Direct U.S. Department of Housing and Urban Development

$ 239,888,455

Indirect
U.S. Department of Housing and Urban Development
Home Investment Partnerships Program
Home Investment Partnerships Program

14.239

City of Sunnyvale, CA

Total indirect U.S. Department of Housing and Urban Development
Total Expenditure of Federal Awards

$

130,579

$

130,579

$ 240,019,034

See Notes to Schedule of Expenditures of Federal Awards.
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Note 1 - Reporting entity
The Housing Authority of the County of Santa Clara (the "Authority") is a government
agency formed in 1967 by the County of Santa Clara (the "County") in accordance with the
Housing Authority Law of the State of California. The Authority is an integral part (a
component unit) of the reporting entity of the County. The mission of the Authority is to
provide and inspire affordable housing solutions for low-income people in Santa Clara
County to achieve financial stability and self-reliance.
Note 2 - Summary of significant accounting policies
General
The Schedule of Expenditures of Federal Awards (the "Schedule") presents the activity of
all federal award programs of the Authority. The Authority's reporting entity is defined
further in Note 1 of the Authority's basic financial statements. Federal awards received
directly from federal agencies, as well as federal awards passed through from other
governmental agencies, if any, are included on the Schedule.
Basis of accounting
The expenditures included in the Schedule are reported under the accrual basis of
accounting.
Relationship to federal financial reports
The amounts reported in the Schedule agree to or can be reconciled with the amounts
reported in the related federal financial reports.
Relationship to basic financial statements
Federal award revenues and expenditures agree to or can be reconciled with the amounts
reported in the Authority's basic financial statements. The Schedule presents only the
expenditures incurred by the Authority that are reimbursable under federal programs of
federal agencies providing financial assistance. The Schedule was prepared from only the
accounts of the federal grants and, therefore does not represent the financial position or
results of operations of the Authority.
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Notes to Schedule of Expenditures of Federal Awards
Year Ended June 30, 2014

Note 3 - Discretely presented component unit federal expenditures
The Authority's discrete component unit Villa San Pedro HDC, Inc.'s federal expenditures
are excluded from the Schedule because their federal expenditures are separately audited.
Expenditures for the programs of Villa San Pedro HDC, Inc. for the year ended December
31, 2013 listed below are taken from the single audit report audited by another auditor. The
federal expenditures of the discretely presented component unit are as follows:

Federal Grantor/Pass-Through Grantor/Program Title
Direct Programs
Section 8 Housing Assistance Payments
Total Villa San Pedro HDC, Inc.

Federal
CFDA
Number

Federal
Expenditures

14.182

519,850
$

10

519,850

Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

A. Summary of Auditor’s Results
1. The auditor's report expresses an unmodified opinion on the financial statements of
the Housing Authority of the County of Santa Clara and its aggregate discretely
presented component units.
2. No material weaknesses or significant deficiencies related to the audit of the
financial statements were reported in the Independent Auditor's Report 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.
3. No instances of noncompliance material to the financial statements of the Housing
Authority of the County of Santa Clara were disclosed during the audit.
4. One significant deficiency related to the audit of one major federal award program
was disclosed in the Independent Auditor's Report on Compliance with
Requirements that Could Have a Direct and Material Effect on Each Major Program
and on Internal Control over Compliance Required by OMB Circular A-133. No
material weakness was reported.
5. The auditor's report on compliance for the major federal award programs for the
Housing Authority of the County of Santa Clara expresses the following opinions:
Federal
CFDA
Number

Type of audit
opinion

14.881

Unmodified

Continuum of Care

14.267

Unmodified

Section 8 Project-Based Cluster
Lower Income Housing Assistance - Program
Section 8 Moderate Rehabilitation
Section 8 Moderate Rehabilitation Single Room
Occupancy

14.856

Qualified

14.249

Qualified

Major Programs
Moving to work
Moving To Work Demonstration Program

6. There is one audit finding relative to one major federal award program of the
Housing Authority of the County of Santa Clara.
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

7. The programs tested as major programs include:
Federal
CFDA
Number

Federal
Expenditures
Amount

Moving to Work Program

14.881

$ 226,927,695

Continuum of Care

14.267

$

3,152,076

Section 8 Project-Based Cluster
Lower Income Housing Assistance - Program
Section 8 Moderate Rehabilitation
Section 8 Moderate Rehabilitation Single Room
Occupancy

14.856

$

640,872

Major Programs

Subtotal - Section 8 Project-Based Cluster

14.249

444,945
$

1,085,817

Total Major Program Expenditures

$ 231,165,588

Total Federal Award Expenditures

$ 240,019,034

Percentage of Total Federal Award Expenditures

96.31%

8. The threshold for distinguishing Type A and B programs was $3,000,000.
9. The Housing Authority of the County of Santa Clara qualified as a low-risk auditee.
B. Findings - Financial Statements Audit
None reported.
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Schedule of Findings and Questioned Costs
Year Ended June 30, 2014

C. Findings and Questioned Costs - Major Federal Award Programs Audit
Finding No. 2014-1 - Housing Quality Standards Inspections - Section 8 Project Based
Cluster (CFDA No. 14.856 and CFDA No. 14.249)
Criteria:
In accordance with 24 CFR 982.401 Housing Quality Standards, every unit must meet
the HQS performance requirements both at the commencement of assisted occupancy
and throughout the assisted tenancy. HUD handbook specifies that the inspections
must be done and pass the performance requirements at least annually.
Condition:
During our audit of internal control over compliance, we selected 25 participants to test.
We noted 7 instances out of the 25 tested for which the units have not been inspected
for Housing Quality Standards (HQS) requirements during the past two fiscal years.
Questioned Costs:
None.
Effect:
HUD assisted tenants are occupying units that have not received a passing HQS
inspection within at least one year.
Cause:
A significant deficiency in internal control over compliance exists as the program
administrators did not ensure that sufficient procedures are in place and implemented to
ensure the HQS inspections are performed at least annually.
Recommendation:
Management should ensure that the program administrators have a policy in place to
ensure that the HQS inspections are performed at least annually.
Views of Responsible Officials:
Management agrees with recommendation and has implemented procedures to ensure
that the HQS inspections are performed timely in accordance with HUD requirements.
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Summary Schedule of Prior Audit Findings
Year Ended June 30, 2014

No matters were reported in prior year.
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Housing Authority of the County of Santa Clara
(A Component Unit of the County of Santa Clara)
Management Corrective Action Plan
Year Ended June 30, 2014

Finding No. 2014-1 - Housing Quality Standards Inspections - Section 8 Project Based
Cluster (CFDA No. 14.856 and CFDA No. 14.249)
Date of Implementation: September 30, 2014.
Responsible Officer:

Baku Patel, Director of Finance

Contact Information:

Telephone: (408) 975-4630. Email: baku.patel@hacsc.org

Action Plan:
The Authority agrees with the finding and is putting procedures in place to ensure that HQS
inspections are being performed for the specific program in accordance with the applicable
guidelines.
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