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INDEPENDENT AUDITOR'S REPORT

To the Board Members of the Housing Finance Authority of Pinellas County, Florida
Clearwater, Florida

We have audited the accompanying basic financial statements of each of the
enterprise funds of the Housing Finance Authority of Pinellas County, Florida, (the
“Authority”) a component unit of Pinellas County (the “County”) as of and for the year
ended September 30, 2006, which collectively comprise the Authority’s basic financial
statements. These financial statements are the responsibility of the Authority's
management. Our responsibility is to express opinions 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 and the standards applicable to financial audits
contained in the Government Auditing Standards, issued by the Comptroller General of
the United States. Those standards require that we plan and perform the audit 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 audit provides a reasonable basis for our opinion.

In our opinion, the basic financial statements referred to above present fairly, in all
material respects, the respective financial position of each of the enterprise funds of
the Authority at September 30, 2006, and the respective changes in financial position
and cash flows thereof for the period ending September 30, 2006, in conformity with
accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report
dated December 28, 2006, on our consideration of the Authority’s internal control
over financial reporting and our tests of its compliance with certain provisions of laws,
regulations and contracts and other matters. The purpose of that report is to describe
the scope of our testing of internal control over financial reporting and compliance
and the results of that testing and not to provide an opinion on the internal control
over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be read in
conjunction with this report in considering the results of our audit.



The management’s discussion and analysis and the Budgetary Comparison Schedule
as listed in the table of contents are not a required part of the basic financial
statements but are supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding
methods of measurement and presentation of the required supplementary
information. However, we did not audit the information and express no opinion on it.

Our audit was conducted for the purpose of forming opinions on the basic financial
statements of the Authority. The combining financial statements and additional
supplementary information listed in the table of contents are presented for purposes
of additional analysis and are not a required part of the basic financial statements of
the Authority. Such information has been subjected to the auditing procedures
applied in our audit of the basic financial statements and, in our opinion, is fairly
stated in all material respects in the relation to the basic financial statements taken
as a whole.
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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 Members of the Housing Finance Authority of Pinellas County, Florida
Clearwater, Florida

We have audited the financial statements of each of the enterprise funds of the
Housing Finance Authority (the “Authority”) of Pinellas County, Florida, (the “County”)
which collectively comprise the basic financial statements of the Authority, as of and
for the year ended September 30, 2006, and have issued our report thereon dated
December 28, 2006. We conducted our audit in accordance with auditing standards
generally accepted in the United States of America and standards applicable to
financial statement audits contained in Government Auditing Standards issued by the
Comptroller General of the United States.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the Authority’s internal control
over financial reporting in order to determine our auditing procedures for the purpose
of expressing our opinions on the financial statements and not to provide an opinion
on the internal control over financial reporting. Our consideration of the internal
control would not necessarily disclose all matters in the internal control over financial
reporting that might be material weaknesses. A material weakness is a reportable
condition in which the design or operation of one or more of the internal control
components does not reduce to a relatively low level the risk that misstatements
caused by error or fraud in amounts that would be material in relation to the financial
statements being audited may occur and not be detected within a timely period by
employees in the normal course of performing their assigned functions. We noted no
matters involving the internal control over financial reporting and its operation that
we considered to be material weaknesses.

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, and contracts, 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 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. However, we noted
certain matters that we reported to management of the Authority, in a separate letter
dated December 28, 2006.

This report is intended for the information and use of the Authority and the Auditor
General, State of Florida, and is not intended to be and should not be used by anyone
other than these specified parties. This restriction is not intended to limit the
distribution of this report, which is a matter of public record.
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MANAGEMENT’'S DISCUSSION AND ANALYSIS
{unaudited)

This Section of the Housing Finance Authority of Pinellas County, Florida (the
“Authority”), financial statements presents Management’s Discussion and Analysis of
the Authority’s financial performance during the fiscal year that ended September 30,
2006. Please read it in conjunction with the Authority’s financial statements that
follow this section.

FINANCIAL HIGHLIGHTS

The Authority has implemented the provisions of GASB Statement No 34, Basic
Financial Statements and Management’s Discussion and Analysis for State and Local
Governments, and related GASB pronouncements. In addition, the Authority
implemented GASB Statement 40, Deposit and Investment Risk Disclosure. All
investments for the bond programs are classified long-term and restricted. The draw-
down bond is an obligation of the Other Single Family Bond Programs and is
classified in that fund.

The Authority by resolution approved a $700,000 loan to Leafland Partners, LLC for
the purpose of permitting and horizontally developing land that will provide affordable
housing for individuals of low, moderate, or medium income. The loan is secured by a
non-revolving promissory note and the entire outstanding principal balance with all
the unpaid interest is due and payable on February 14, 2008. In June, the Authority
increased the limit of its Kick Start Loan Program from $600,000 to $1,500,000.

Additionally the Authority issued new Single Family Housing Revenue Bonds.

e 2006 Series A-1 $20,000,000 Single Family Revenue Bonds (AMT)
(Single Family Housing)

® 2006 Series A-2 $250,000 Single Family Housing {AMT) Subordinated
Revenue Bonds

OVERVIEW OF THE FINANCIAL STATEMENTS

This annual report consists of a series of financial statements. The balance sheet, the
statement of revenues, expenses, and changes in net assets, and the statement of
cash flows provide information about the activities of the Authority as a whole and
present a longer-term view of the Authority’s finances. The statements include all

assets and liabilities using the accrual basis of accounting.
REQUIRED FINANCIAL STATEMENTS

The Authority accounts for its activities through the use of enterprise funds. These
funds include the General Fund and Bond Program Fund. The Bond Program Fund is
organized into two separate funds; Master Indenture Single Family Bond Programs
and Other Single Family Bond Programs. Operating activities are accounted for in the
General Fund. The Authority is considered to be a “special purpose government
engaged only in business-type activities” and therefore presents it’s financial
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information using enterprise funds under GASB Statement 34. Accordingly, the
Authority presents fund financial statements as defined in GASB Statement 34.
Additionally, under GASB Statement 34 the General Fund and the Bond Programs
Fund are each considered major funds.

The financial statements report the Authority’s information using accounting methods
similar to those found in the private sector, where the determination of net income is
necessary or useful for financial administration, These statements offer short-term
and long-term financial information about its activities, The balance sheet includes
all of the Authority’s assets and liabilities and provides information about the nature
and amounts of investments in resources and obligations to Authority creditors. The
assets and liabilities are presented in a classified format, which distinguishes between
current and long-term assets and liabilities.

All of the current year’s revenues and expenses are accounted for in the statement of
revenues, expenses, and changes in net assets. This statement measures the success of
the Authority’s operations over the past year and can be used to determine whether the
Authority has successfully recovered all of its costs through its services provided, as
well as its profitability, and credit worthiness.

The final required financial statement is the statement of cash flows, The primary
purpose of this statement is to provide information 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, investing, non-
capital financing and financing activities and provides answers to such questions as
where did cash come from, what was cash used for, and what was the change in the
cash balance during the reporting period.

Table 1
Condensed Statements of Net Assets (Balance Sheets)

Fiscal Year
DOLLAR PERCENTAGE
2006 2005 CHANGE CHANGE

Cash and Investments $274,726,061  $ 322,260,553 § (47,534,493) ~15%
Mortgages Receivable - net 1,230,557 415,733 814,824 196%
Note Receivable - net 2,061,044 300,000 1,761,044 587%
Interest and Other Receivables - net 1,214,237 1,282,914 (68,677) -5%
Other Assects 4,983,732 4,842,255 141,477 3%
Total Assets 284,215,631 329,101,455 (44,885,824) -14%
Current Liabilities 4,322,489 3,585,875 736,614 21%
Long-Term Liabilities 268,882,268 312,288,813 (43,406,545) -14%
Tota! Liabilities 273,204,757 315,874,688 (42,669,931} -14%
Net Assets
Restricted 3,786,863 4,748,410 (961,547) -20%
Unrestricted 7,224,011 8,478,357 (1,254,346) -15%
Total Net Assets 11,010,874 13,226,767 (2,215,893) -17%
Total Net Assets and Liabilities $284,215,631 $ 329,101,455 § (44,885,824) -14%




To begin our analysis, a summary of the Authority’s balance sheet is presented in Table
1. As Table 1 indicates there is a 14% decrease in total assets., The decrease in net
assets is the result of the pay downs of Government National Mortgage Association
(GNMA) and Federal National Mortgage Association (FNMA) pools resulting from
prepayments of mortgages. The 196% increase in Mortgages Receivable is due to the
2nd mortgage programs in the 2005A and 2005B Single Family Issues. The slight
decrease in Interest and Other Receivables is primarily due to reduced amounts
invested in the bond programs at year end. The change in total liabilities is due to a
reduction in total bonds outstanding. The change in Restricted and Unrestricted assets
is due to reduced reserve and debt services requirements resulting from the reduction
of bonds payable.

While the balance sheet shows the change in financial position or net assets, the
condensed statement of revenues, expenses and changes in net assets provides
answers as to the nature and source of these changes. The financial statement
relationship is described above.

Table 2
Condensed Statement of Revenues, Expenses, and Change in Net Assets
Fiscal Year
Percent
2006 2005 Dollar Change  Change
Fee Income and Other Income $ 910,177 $ 1,020,653 $ (110,476) -11%
Investment Income 11,105,002 11,187,427 {82,425) -1%
Total Operating Revenues 12,015,179 12,208,080 {192,901) -2%
General and Administrative Expenses 759,410 929,588 (170,178) -18%
Interest and Other Expenses 13,471,662 14,703,468 {1,231,806) -8%
Total Operating Expenses 14,231,072 15,633,056 (1,401,984) -9%
CHANGE IN NET ASSETS {2,215,893) {3,424,976) 1,209,083 -35%
Beginning Net Assets 13,226,767 16,651,743 (3,424,976) -21%

Ending Net Assets $ 11,010,874 $ 13,226,767 $ (2,215,893) -17%

As indicated in Table 2 during the current fiscal year, the condensed statement of
revenues, expenses, and changes in net assets reflects that the Ending Net Assets
decreased by $2,215,893, a 17% decrease from the beginning of the year. Investment
Income was stable, however, as can be seen in Table 2 Fee and Other Income decreased
by 11% due to a declining balance of outstanding GNMA Certificates, Falling interest
rates depress investment income and stimulate an accelerated rate in prepayments of
mortgages that in turn adversely affected fee income. General and Administrative
Expenses are down 18% due to reduced salary and benefit costs. The combining

7




statement of revenues, expenses, and changes in net assets depicts approximately a
$2,700,000 decline in net assets in the bond program funds. The General Fund
increase in net assets of $500,000 reduced the combined decrease in net asseis to
$2,215,893.

BUDGETARY HIGHLIGHTS

Actual expenses were under final budgeted expenses by 11% in the amount of
$60,191.  Actual revenue received exceeded the initial budgeted amount by
approximately $238,406 as a result of an increase in anticipated commitment fees
and the practice of not budgeting service release payments. Due to rapid prepayment
and the resulting reduction in balances of GNMA pools held by the Authority, there
was a reduction of revenue related to the GNMA pools. Economic conditions
improved more than projected which slightly improved interest revenue related to
Authority investments,

ECONOMIC FACTORS AND NEXT YEAR'S BUDGET

The Authority’s Board considered many factors when setting the fiscal year 2007
budget.

Revenue budgeted for fiscal year 2007 is $923,484, an increase of 42% from the initial
2006 budget of $641,880. Prepayments are projected to continue at a steady rate,
and service release payments are now included in budgeted revenues. Interest rates
will continue to steadily depress revenues through prepayments. Budgeted expenses
have increased 31% from the budget amount of the previous fiscal year. The
Authority has taken on the task of managing the activities related to the Pinellas
County Housing Program, under the Agreement with the Pinellas County Board of
County Commissioners, which will provide affordable housing for Pinellas County
residents. The Authority plans to add additional personnel and will incur additional
cost for legal fees and consulting services related to managing the Program.

REQUEST FOR INFORMATION

This financial report is designed to provide a general overview of the Authority’s
finances for all those with an interest in the government’s finances. Questions
concerning any of the information provided in this report or requests for additional
information should be addressed to Housing Finance Authority of Pinellas County,
600 Cleveland Street, Suite 800, Clearwater, Florida, 33765.



HOUSING FINANCE AUTHORITY OF PINELLAS COUNTY, FLORIDA

BALANCE SHEET - GOVERNMENTAL FUNDS

ASSETS

Current assets:
Cash and cash equivalents
Investments
Fees and other receivables
Interest receivable
Prepaid expenses

Total current assets

Noncurrent assets:
Restricted cash and cash equivalents
Restricted investments
Drawdown note proceeds investments
Other invesfinents
Internal balances
Mortgage loans receivable - net
Notes receivable - net
Bond issuance costs - net
Total noncurrent assets
Total assets

LIABILITIES
Current liabilities:
Accounts payable and other liabilities
Accrued interest payable
Arbitrage rebate payable
Bonds payable - net
Total current liabilities

Noncurrent liabilities:
Due to other governments
Bonds payable - net
Drawdown note payable
Other bonds payable
Total noncurrent liabilities
Total liabilities

NET ASSETS
Restricted - bond programs fund
Restricted - morigage loans
Restricted - note receivable
Unrestricted - general fund

Total net assets

Total liabilities and net asgsets

September 30, 2006

BOND
GENERAL PROGRAMS
FUND FUND TOTAL

$ 155,310 - 155,310
3,836,011 - 3,836,011
34,843 - 34,843
1,344 1,178,050 1,179,394

632 - 632
4,028,140 1,178,050 5,206,190

. 276,182 276,182

- 106,235,582 106,235,582

- 164,154,036 164,154,036

8,035,632 (8,035,632) .
32,000 1,198,557 1,230,557
2,061,044 . 2,061,044
38,796 5,013,244 5,052,040
10,167,472 768,841,069 279,009,441
14,105,612 270,020,019 284,215,631
$ 611,230 - 611,230
- 1,155,663 1,155,663

- 177,537 177,537

- 2,378,059 2,378,059
611,230 3,711,250 4,322,489
4,267,327 . 4,267,327

. 106,235,582 106,235,582

. 158,379,359 158,379,359

4,067,327 264,614,941 268,882,268
4,878,557 268,326,200 273,204,757

. 1,693,819 1,693,819

32,000 - 32,000
2,061,044 - 2,061,044
7,224,011 - 7,224,011
6,317,055 1,693,819 11,010,874

$ 14,195,612 § 270,020,019 § 284,215,631

The accompanying notes are an integral part of these statements.,




HOUSING FINANCE AUTHORITY OF PINELLAS COUNTY, FLORIDA

COMBINING BALANCE SHEET - BOND PROGRAMS FUND
SEPTEMBER 30, 2006

ASSETS

Current assets:
Interest receivable

Total current assets

Noncurrent assets:

Restricted cash and cash equivalents

Restricted investments

Drawdown note proceeds investments

Other investments
Internal balances

Mortgage loans receivable - net

Bond issuance costs - net
Total noncurrent assets
Total assets

LIABILITIES

Current liabilities:
Accrued interest payable
Arbitrage rebate payable
Bonds payable - net

Total current liabilities

Noncurrent liabilities:
Bonds payable - net
Drawdown note payable
Other bonds payable
Total noncurrent liabilities
Total liabilities

NET ASSETS
Restricted for:
Bond programs fund
Total net assets
Total liabilities and net assets

The accompanying notes are an integral part of the financial statements,

MASTER

INDENTURE OTHER SINGLE BOND
SINGLE FAMILY FAMILY BOND PROGRAMS

BOND PROGRAMS PROGRAMS TOTAL

$ 745,953 § 432,007 $ 1,178,050

745,053 432,097 1,178,050

220,207 55,975 276,182

; 106,235,582 106,235,582

150,554,098 13,599,938 164,154,036

(7,138,102) (897,530) (8,035,632)

1,198,557 ] 1,198,557

4,276,619 736,625 5,013,244

149,111,379 119,730,590 268,841,069

149,857,332 120,162,687 270,020,019

636,593 519,070 1,155,663

34,294 143,243 177,537

2,188,059 190,000 2,378,059

2,858,046 852,313 3,711,259

. 106,235,582 106,235,582

147,079,359 11,300,000 158,379,359

147,079,350 117,535,582 264,614,941

149,938 305 118,387,395 268,326,200

(80,973) 1,774,792 1,693,819

(80,973) 1,774,792 1,693,819

$ 149,857,332 § 120,162,687 § 270,020,019
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HOUSING FINANCE AUTHORITY OF PINELLAS COUNTY, FLORIDA
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN NET ASSETS
YEAR ENDED SEPTEMBER 30, 2006

BCND
GENERAL PROGRAMS
FUND FUND TOTAL
EXPENSES
Interest $ 1,544 $ 13,191,200 $ 13,192,744
Direct bond issuance costs 4,974 273,943 278,917
General and administrative 472,578 286,831 759,409
Total program expenses 479,096 13,751,974 14,231,070
PROGRAM REVENUES
Fee income and other 760,095 150,081 910,176
Total program revenues 760,095 150,081 910,176
Net program revenue 280,999 (13,601,893) (13,320,894)
GENERAL REVENUES
Investment income, with unrealized gain 219,699 10,885,302 11,105,001
Total general revenues 216,699 10,885,302 11,105,001
CHANGES IN NET ASSETS 500,698 {2,716,591) (2,215,893)
NET ASSETS, OCTOBER 1, 2005 8,816,357 4,410,410 13,226,767
NET ASSETS, SEPTEMBER 30, 2006 $ 9,317,055 $ 1,693,819 $ 11,010,874

The accompanying notes are an integral part of the financial statements,
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HOUSING FINANCE AUTHORITY OF PINELLAS COUNTY, FLORIDA

COMBINING STATEMENT OF REVENUES, EXPENSES,

AND CHANGES IN NET ASSETS - BOND PROGRAMS FUND

EXPENSES
Interest
Direct bond issuance costs
General and administrative
Total program expenses

PROGRAM REVENUES
Fee income and other
Total program revenues

Net program revenue

GENERAL REVENUES
Investment income
Total general revenues

CHANGES IN NET ASSETS

NET ASSETS, OCTOBER 1, 2005

NET ASSETS, SEPTEMBER 30, 2006

YEAR ENDED SEPTEMBER 30, 2006

MASTER
INDENTURE
SINGLE FAMILY  OTHER SINGLE BOND
BOND FAMILY BOND PROGRAMS
PROGRAMS PROGRAMS TOTAL
$ 8,032,844 § 5,158,356 § 13,191,200
235,927 38,016 273,943
259,731 27,100 286,831
8,528,502 5,223,472 13,751,974
121,384 28,697 150,081
121,384 28,697 150,081
(8,407,118 5,194,775 (13,601,893)
5,878,318 5,006,984 10,885,302
5,878,318 5,006,984 10,885,302
(2,528,800 (187,791) (2,716,591)
2,447,827 1,962,583 4,410,410
$ (80,973) ¢ 1,774,792 § 1,693,819

The accompanying notes are an integral part of these statements,
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HOUSING FINANCE AUTHORITY OF PINELLAS COUNTY, FLORIDA
STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED SEPTEMBER 30, 2006

CASH FLOWS FROM OPERATING ACTIVITIES

Cash received from developers and homeowners

Cash received from bond programs

Cash received from issuer contribution/SHIP Funds

Cash received from other governments
Cash paid for housing programs

Cash paid to general fund

Cash paid for housing notes

Cash paid to other governments

Cash payments for general and administrative expenses

Net cash used in operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES

Proceeds from issuance of bonds payable
Principal repayments on bonds payable
Payments for bond issue costs

Interest paid on bonds payable

Principal repayments on draw down notes
Payments for whole loan mortgages

Interest paid on draw down note

Interest received on whole loan mortgages

Net cash used in noncapital financing activities

CASH FLOWS FROM INVESTING ACTIVITIES
Purchase of investments
Sale of investments
Interest received on investments
Net cash provided by investing activities

Net increase in cash and cash eguivalents
Cash and cash equivalents, beginning of year

Cash and cash equivalents, end of year

The accompanying notes are an integral part of these statements.
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BOND
FROGRAMS

GENERAL FUND FUND TOTAL
$ 6,000 % - 8 6,000
2,480,100 . 2,480,100
. 583,000 583,000
231,237 - 231,237
(718,216 (134,228) [852,444)
(978,631) (978,631)
(1,761,044 - (1,761,044)
(608,721) - (608,721)
(487,298) {321,111) (808,409
(857,942) (850,970) (1,708,912)
- 20,693,200 20,693,200
- (43,020,459) (43,020,459)
- {432,859) (432,859
- {9,161,544) (9,161,544)
- (20,071,213) (20,071,213)
- (891,001) {891,001)
- (4,334,327 (4,334,327)
- 74,484 74,484
- (57,143,809} (57,143,809
(1,083,299)  (153,024,667)  (154,107,966)
1,750,662 196,249,655 198,000,317
218,355 14,592,537 14,740,892
885,718 57,747,525 58,633,243
27,776 (247,254) {219,478)
127,534 523,436 650,970
$ 155,310 & 276,182 § 431,492




HOUSING FINANCE AUTHORITY OF PINELLAS COUNTY, FLORIDA

STATEMENT OF CASH FLOWS - CONTINUED
FOR THE YEAR ENDED SEPTEMBER 30, 2006

BOND
GENERAL PROGRAMS
FUND FUND TOTAL

RECONCILIATION CHANGE IN NET ASSETS TO NET CASH
USED IN OPERATING ACTIVITIES
Change in net assets $ 500,698 §& (2,716,591) § (2,215,893)
Adjustments to reconcile change inn net assets to
net cash provided by (used) in operating activities:

Amortization 4,974 (225,825) (220,851)
Unrealized loss on investments - 3,461,875 3,461,875
Interest received on investments (219,699) (14,522,537) (14,742,236}

13,495,870 13,495,870

Interest paid on bonds payable
Changes in operating assets and liabilities:

Notes receivable (1,761,044) - (1,761,044)
Interest receivable - 11,593 11,593
Mortgage loan receivables, net 6,000 - 6,000
Due from bond programs 416,311 - 416,311
Fees and other receivables 72,211 - 72,211
Prepaid expenses (632) - (632}
Due to other governments {452,485) - (452,485)
Arbitrage rebate payable - (132,027) (132,027)
Accounts payable and other liabilities (12,542) (2,692} (15,234)
Other payables 588,266 - 588,266
Due io general fund - (355,700) (355,700)
Accretion on capital appreciation bonds - 90,333 90,333
Premium on investments . - 154,918 154,918
Interest payable - (110,187) (110,187)
Net cash used in operating activities $ (857,942) § (850,970) $ (1,708,912)

The accompanying notes are an integral part of these statements.
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