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ENGAGEMENT OBJECTIVES

• Independent Audit of the Consolidated Financial 
Statements of the Housing Assistance Council (the 
Council) and Subsidiary, Rural Housing Service, Inc. 
(collectively referred to as HAC) in accordance with 
Generally Accepted Auditing Standards and 
Government Auditing Standards

• Reports and Compliance Testing as required under 
the OMB Uniform Guidance

• Independent Feedback to management and the 
Board through our Management Letter

• Matters Required to be Communicated with 
Those Charged With Governance

• Preparation and Technical Advice related to HAC’s
Tax Returns
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YOUR CLIENT SERVICE TEAM

HAC
Board of Directors

KIMBERLY ROBERTSON
Engagement Partner

RODWELL ALFRED
Senior Audit Manager

Professional Staff

HAC
Finance Committee

Engagement Quality 
Control Reviewer

FRANK SMITH
Tax Partner
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HIGHLIGHTS OF FINANCIAL
STATEMENTS

• Unmodified (clean) opinion issued on financial statements
• Assets totaled $40.5 million and decreased $756 thousand

• Investments increased $1.3 million
• Contracts and grants receivable decreased $1.2 million
• Cash and cash equivalent decreased $369 thousand
• Land held for resale decreased $344 thousand

• Liabilities totaled $9.5 million and decreased $784 thousand
• Accounts payable decreased $174 thousand
• Accrued and other expenses decreased $280 thousand
• Notes payable decreased $357 thousand

• Net assets totaled $31 million and increased $28 thousand
• Unrestricted decreased $1.3 million
• Temporarily restricted increased $1.4 million
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HIGHLIGHTS OF FINANCIAL
STATEMENTS (CONTINUED)

• Operating Revenue and Support totaled $5.3 million and decreased 
$644 thousand
• Grants and contracts decreased $350 thousand
• Loan interest income and services fees decreased $238 thousand
• Conference registration and support decreased $148 thousand

• Operating Expenses totaled $5.7 million and decreased $797 
thousand
• Lending program increased $402 thousand
• Training and technical assistance decreased $1.289 million

• Negative operating results of $1.6 million; with non-operating 
activities (investment income) is $1.3 million deficit
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HIGHLIGHTS OF FINANCIAL 
STATEMENTS (CONTINUED)

• Expenses by natural class:
• Salaries decreased $399 thousand
• Conference and meetings decreased $452 thousand
• Professional and consultant fees decreased $490 thousand
• Grant conversion expense decreased $447 thousand
• Reduction in loan loss reserve decreased $1.3 million

• Cash flows
• Cash provided by operating activities totaled $1 million
• Cash used in investing activities totaled $1.1 million
• Cash used in financing activities totaled $328 thousand
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TOTAL OPERATING REVENUE AND SUPPORT
2014 – 2018
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REVENUE
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OPERATING EXPENSES
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EXPENSE TRENDS
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HIGHLIGHTS OF NOTE DISCLOSURES
• Notes consistent with prior year
• Organization and Summary of Significant 

Accounting Policies (Note 1)
• Investments (Note 2)
• Fair Value Measurements (Note 3)
• Loans Receivable (Note 4)
• Notes Payable (Note 6)
• Lines of Credit (Note 7)
• Commitments and Risks (Note 8)
• Board-Designated Net Assets (Note 9)
• Temporarily Restricted Net Assets (Note 10)
• Permanently Restricted Net Assets (Note 11)
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HAC RHSI

Assets $ 40,532,000 $ 457,000

Liabilities $ 9,495,000 $ -

Net Assets 31,037,000 457,000

Total Liabilities and Net Assets $ 40,532,000 $ 457,000

Operating Revenue and Support $ 5,331,000 $ -

Operating Expenses 5,667,000 13,000

Change in Net Assets from Operations                $    (336,000) $ (13,000)

Nonoperating Activities $      364,000 $ 4,000

Change in Net Assets $ 28,000 $       (9,000)

Total Net Assets $ 31,037,000 $ 457,000)

HIGHLIGHTS FOR HAC AND RHSI



GOVERNMENT AUDITING STANDARDS 
AND THE OMB UNIFORM GUIDANCE

• $20.9 million of federal expenditures
• $14.4 million outstanding loan balances
• Government Auditing Standards (GAS) Report

• No material weaknesses in internal control over financial 
reporting

• No instances of noncompliance reported

• OMB Uniform Guidance Report
• Unmodified opinion on compliance
• No material weaknesses in internal control over compliance
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MANAGEMENT LETTER

• No Material Weaknesses
• Other Matter

• Untimely Report Submissions
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AUDITORS’ COMMUNICATION WITH
THOSE CHARGED WITH GOVERNANCE

Auditors’ Communication With Those Charged With Governance, requires
communication of various matters to the audit committee on an annual basis.
These communications have been issued in a separate report. The areas of
required communication:

– The Auditors’ Responsibility under U.S. Generally Accepted Auditing Standards 
and Government Auditing Standards and the OMB Uniform Guidance 

– Planned Scope and Timing of the Audit
– Qualitative Aspects of Significant Accounting Practices
– Management Judgments and Accounting Estimates
– Significant Difficulties Encountered
– Corrected and Uncorrected Misstatements and Financial Statement Disclosures
– Disagreements with Management
– Management Representations
– Management’s Consultation with Other Accountants
– Significant Issues Discussed with Management Prior to Our Retention
– Independence
– Material Alternative Accounting Treatments Discussed with Management
– Other Significant and Relevant Issues Arising from the Audit
– Internal Control Matters
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FASB UPDATES

• Accounting Standards Update (ASU) 2016-02, Leases, (Topic 
842) issued on February 25, 2016:
• Intended to improve financial reporting about leasing transactions
• Requires lessee to record lease assets and liabilities on statement of 

financial position for leases with terms of 12 months or more
• Liability equal to present value of lease payments
• Disclosures regarding the qualitative and quantitative requirements
• Required to remeasure lease payments in certain circumstance (i.e. 

exercise lease extension option, variable lease payments)
• Lessor accounting largely remain unchanged
• For nonprofits that have issued, or are conduit bond obligors for, 

securities, effective for fiscal year beginning after December 
15, 2018.  For all other nonprofit organizations, effective for fiscal years 
beginning after December 15, 2019
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FASB UPDATES (CONTINUED)

• FASB ASU 2016-14, Not-for-Profit Entities, issued on August 
18, 2016:
• Effective for financial statements with fiscal years beginning after 

December 15, 2017, with early adoption permitted 
• Net Assets: 

• Classes of net assets: With and without donor restrictions (currently 
unrestricted, temporarily restricted and permanently restricted)

• Endowment funds: Underwater endowment funds are to be classified as 
with donor restrictions (currently unrestricted)

• Net asset release: Placed-in-service approach for donated long-lived 
assets now required

• Enhanced net asset disclosures for:
1. Board designated net assets
2. Net assets with donor restrictions
3. Underwater endowment funds (board spending policy and aggregate 

gift, fair value, deficiency, and spending amounts)
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FASB UPDATES (CONTINUED)

• FASB ASU 2016-14, Not-for-Profit Entities, issued on August 
18, 2016 (continued):
• Investment Return:

• Investment return must be reported net of any external and direct, 
internal investment expenses

• Netted investment expenses no longer required to be disclosed

• Expenses:
• Presented by nature and function in one location in either a separate 

statement or disclosure
• Enhanced disclosures about cost allocations and guidance on 

management and general activities

• Cash Flow Statement: Either direct or indirect method for operating 
cash flows still permitted (indirect reconciliation no longer required if 
direct method elected)
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FASB UPDATES (CONTINUED)

• FASB ASU 2016-14, Not-for-Profit Entities, issued on August 
18, 2016 (continued):
• Liquidity Disclosures:

• Policy for the management of liquid financial assets to satisfy short 
term cash requirements

• Quantitative information about the availability of financial assets to 
meet short term (within one year) operating cash needs (Availability
of financial assets must consider its nature and any donor and board 
designated restrictions)

• Enhanced operating measure disclosures: for nonprofits that 
choose to present such a measure

• Transition method: retrospective, but in year of adoption the 
analysis of expenses by both functional and natural classification 
and disclosures about liquidity and availability of resources can be a 
single year
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FASB UPDATES (CONTINUED)

• FASB ASU 2014-09, Revenue from Contracts with 
Customers
• Effective for financial statements for annual periods beginning 

after December 15, 2018 (so effective years ending December 
31, 2019)

• Core Principle: Recognize revenue to depict the transfer of 
promised goods or services to customers in an amount that reflects 
the consideration to which the entity expects to be entitled in 
exchange for these goods or services

• Should apply 5 steps: identify contract, performance obligations, 
determine price, allocate price to performance obligation elements, 
recognize revenue accordingly – when or as the performance 
obligation is satisfied

• Disclosures should include both quantitative and qualitative 
information

• Transition method: retrospectively either to each period reported or 
with a cumulative charge
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FASB UPDATES (CONTINUED)

• FASB ASU 2014-09, Revenue from Contracts with 
Customers (continued)
• Will have little impact on HAC’s revenue recognition as 

contribution revenue and collaborative agreements are 
excluded from the ASU

• Will have an impact on HAC’s revenue recognition policy and 
disclosures, but should not have a significant impact on the 
timing of HAC’s revenue recognition

• Core Principle:  Recognize revenue to depict the transfer of 
promised goods or services to customers in an amount that reflects 
the consideration to which the entity expects to be entitled in 
exchange for these goods and services

22



FASB UPDATES (CONTINUED)

• FASB ASU 2018-08, Not-for-Profit Entities: Clarifying the 
Scope and Accounting Guidance for Contributions 
Received and Contributions Made
• Effective for financial statements for annual periods beginning 

after December 15, 2018 (so effective years ending December 
31, 2019) 

• Provides a framework for determining whether a transaction 
should be accounted for as a contribution or as an exchange 
transaction
• An organization would evaluate whether the resource provider (i.e. 

grantor) is receiving value in return for the resources transferred.
• Provides guidance to determine whether a contribution is 

conditional or unconditional.
• A right of return/release must exist.
• A barrier must exist.
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TAX ACT IMPACT

• General Changes for Tax-Exempt Organizations
• Fringe Benefits

• Fringe benefits such as qualified transportation and parking or an 
on-premises athletic facility for employees may be subject to UBIT

• Corporate tax rate a flat 21% 
• UBIT calculated separately for each activity
• Net Operating Losses 

• Can no longer carried back but carried forward indefinitely
• Future NOL’s limited to 80% of taxable income
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RAFFA DOING MORE WITH MARCUM

– Raffa will be the largest “industry” group within Marcum 
– This new partnership will provide additional and advanced tools and 

technology to enhance our audit process and improve our tax services
– Marcum’s current nonprofit professionals will lend further capacity and 

expertise to Raffa’s already strong team of over 250 professionals
• Marcum

– One of the largest CPA firms in the United States with 26 locations 
throughout the US and several in China, Ireland and other countries

– Nearly 2,000 professionals and an extensive range of specialty and 
niche industry practices allowing Raffa to Do even More for our clients 

• Commitment in the Coming Years
– Same superior service provided by the same team members at the 

same fees and bill rates
– More capacity, more physical locations, enhanced national quality 

control, more committed social sector leaders
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EXECUTIVE SESSION

• Discussions with the Finance Committee regarding 
audit
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THANK YOU

Kimberly Robertson
Engagement Partner 
Direct: 202-227-4070
Kimberly.Robertson@marcumllp.com

Rodwell Alfred
Senior Audit Manager
Direct: 202-227-4069
Rodwell.Alfred@marcumllp.com

Frank Smith
Tax Partner
Direct: 202-227-4120
Frank.Smith@marcumllp.com
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