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CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT AUDITORS

To the Board of Directors of
National Community Renaissance of California:

Report on the Consolidated Financial Statements

We have audited the accompanying consolidated financial statements of National Community Renaissance
of California, which comprise the consolidated statement of financial position as of December 31, 2018,
and the related consolidated statements of activities and changes in net assets, functional expenses, changes
in net assets and cash flows for the years then ended, and the related notes to the consolidated financial
statements.

Management’s Responsibility for the Consolidated Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated 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.

Auditors’ Responsibility

Our responsibility is to express an opinion on these consolidated 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 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 consolidated financial statements are free from
material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
consolidated financial statements. The procedures selected depend on the auditors’ judgment, including
the assessment of the risks of material misstatement of the consolidated financial statements, whether due
to fraud or error. In making those risk assessments, the auditors consider internal control relevant to the
entity’s preparation and fair presentation of the consolidated 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
consolidated financial statements.

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

NOVOGRADAG & COMPANY LLP P 925.949.4300 OFFICE 2033 North Main Street, Suite 400
F 925.949.4301 Walnut Creek, Calif. 94596
W www.novoco.com



Opinion

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects,
the consolidated financial position of National Community Renaissance of California as of December 31,
2018, and the changes in their net assets and their cash flows for the year then ended in accordance with
accounting principles generally accepted in the United States of America.

Change in Accounting Principle

As discussed in Note 2 to the financial statements, National Community Renaissance of California adopted
a change in accounting principle for financial reporting, primarily related to the presentation of net assets
and required disclosures related to liquidity and functional expenses. Our opinion is not modified with
respect to that matter.

Report on Supplementary Information and Other Information

Our audit was conducted for the purpose of forming an opinion on the consolidated financial statements as
a whole. The consolidating schedule of financial position and schedule of activities is presented for
purposes of additional analysis of the consolidated financial statements rather than to present the financial
position and results of operations of the individual companies, and it is not a required part of the
consolidated financial statements. The accompanying schedule of expenditures of federal awards, as
required by Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards is presented for purposes of
additional analysis and is not a required part of the consolidated 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 consolidated financial statements. The information has been subjected
to the auditing procedures applied in the audit of the consolidated financial statements and certain additional
procedures, including comparing and reconciling such information directly to the underlying accounting
and other records used to prepare the consolidated financial statements or to the consolidated 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 consolidated financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued a report dated August 7, 2019, on
our consideration of National Community Renaissance of California’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements 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 effectiveness of National Community Renaissance of California’s internal control over financial
reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering National Community Renaissance of California’s internal
control over financial reporting and compliance.

Nortmeac. & Grpasy At

Walnut Creek, California
August 7, 2019



NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA
AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF FINANCIAL POSITION
DECEMBER 31,2018

National
Community
Renaissance of
California Housing Affiliates Eliminations Total
ASSETS
Cash and cash equivalents $ 13,996,603 $ 13,409,234 $ - $ 27,405,837
Reserve for security deposits held in trust 1,921,014 2,119,372 - 4,040,386
Restricted cash 20,093,893 17,550,751 - 37,644,644
Accounts receivable, net 1,462,073 534,303 (414,214) 1,582,162
Prepaid expense 399,087 7,571,564 - 7,970,651
Advance due from affiliates, net 9,941,598 2,230 (2,988,627) 6,955,201
Notes and interest receivable 54,069,970 1,356,422 (55,426,392) -
Project development costs receivable 956,226 - (2,676) 953,550
Developer fee receivable 11,842,762 - (11,416,714) 426,048
Investments 6,731,361 - - 6,731,361
Property, equipment and improvements, net 181,161,119 743,593,605 (35,610,917) 889,143,807
Deferred costs, net 1,709,194 1,547,292 - 3,256,486
Total assets $ 304,284,900 $ 787,684,773 $ (105,859,540) $ 986,110,133
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable $ 2,841,498 $ 21,991,453 $ - $ 24,832,951
Security deposits payable 1,844,537 2,062,891 - 3,907,428
Accrued expenses 1,866,930 775,919 (285,954) 2,356,895
Deferred revenue 177,467 232,268 - 409,735
Accrued interest 22,195,609 62,493,942 (997,038) 83,692,513
Mortgages and notes payable, net 148,538,690 557,691,994 (54,852,877) 651,377,807
Due to affiliates 2,665,574 8,722,638 (9,770,219) 1,617,993
Developer fee payable 3,261,852 8,988,806 (5,494,459) 6,756,199
Total liabilities 183,392,157 662,959,911 (71,400,547) 774,951,521
Net assets
Without donor restriction, controlling 72,182,049 2,804,265 (44,806,272) 30,180,042
Without donor restriction, non-controlling - 121,920,597 10,347,279 132,267,876
Total net assets without donor restrictions 72,182,049 124,724,862 (34,458,993) 162,447,918
Net assets with donor restrictions 48,710,694 - - 48,710,694
Total net assets 120,892,743 124,724,862 (34,458,993) 211,158,612
Total liabilities and net assets $ 304,284,900 $ 787,684,773 $ (105,859,540) $ 986,110,133

See accompanying notes
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NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA
AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF ACTIVITIES AND CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2018

National
Community Net Assets with
Renaissance of Housing donor
California Affiliates restrictions Eliminations Total
REVENUE AND OTHER INCOME

Rental income, net of vacancy $ 27,623,704 $ 37,092,894 § - $ - $ 64,716,598
Other rental income - 1,089,340 - (19,314) 1,070,026
Consulting, development and partnership fees 9,908,796 - - (1,614,142) 8,294,654
Management fees 2,419,611 - - (2,336,390) 83,221
Grants, including release of temporarily restricted net assets 3,253,966 64,494 (851,794) - 2,466,666
Private donations - Hope Through Housing 926,836 - - - 926,836
Interest income 450,598 34,204 - (50,395) 434,407
Gain on sale of property 3,994,967 19,416,686 - (23,411,653) -
Cancellation of debt income 114,428 - - - 114,428
Other revenue 2,108,234 3,162,450 - (411,637) 4,859,047

Total revenue and other income 50,801,140 60,860,068 (851,794) (27,843,531) 82,965,883

EXPENSES

Program services 27,201,163 56,496,790 - (540,056) 83,157,897
Management and general 20,182,547 7,026,289 - (3,778,776) 23,430,060
Fundraising expenses 300,358 - - - 300,358

Total expenses 47,684,068 63,523,079 - (4,318,832) 106,888,315
Changes in net assets
before non-controlling interest 3,117,072 (2,663,011) (851,794) (23,524,699) (23,922,432)
Less: attributable to non-controlling interest - (2,609,751) - - (2,609,751)
Changes in net assets $ 3,117,072 $ (53,260) $ (851,794) $ (23,524,699) $ (21,312,681)

See accompanying notes
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EXPENDITURES

General and administrative

Payroll

NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA

AND SUBSIDIARIES
STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2018

National Community Renaissance of California and

Utilities

Taxes and insurance

Property management fees

Repairs and maintenance

Legal and other professional services

Interest expense

Depreciation and amortization expense

Other expense

Total expenditures

Wholly Owned Housing Affiliates
Program Management Fundraising Program Management

Services and General Expense Services and General Eliminations Total
- $ 6,360,758 $ 201,693 $ - $ 2,759,081 $ (957,794) S 8,363,738
5,468,734 11,034,737 98,665 5,722,139 - (58,710) 22,265,565
3,479,987 66,503 - 5,202,394 - - 8,748,884
1,854,590 186,121 - 2,511,102 - - 4,551,813
- 574,984 - - 3,894,581 (2,820,982) 1,648,583
6,014,765 - - 5,676,929 - - 11,691,694
- 1,372,459 - - 372,627 - 1,745,086
4,229,532 239,835 - 15,132,961 - (481,346) 19,120,982
6,122,889 323,666 - 22,046,662 - - 28,493,217
30,666 23,484 - 204,603 - - 258,753
27,201,163 $ 20,182,547 $ 300,358 $ 56,496,790 $ 7,026,289 $ (4318,832) § 106,888,315

See accompanying notes
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NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA

AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES IN NET ASSETS
FOR THE YEAR ENDED DECEMBER 31, 2018

NET ASSETS WITHOUT DONOR RESTRICTIONS

Net assets without donor restrictions,
January 1, 2018

Transfer of limited partners interest
Contributions

Reclassification of contributions
Distributions

Increase (decrease) in net assets

Balance at December 31, 2018

NET ASSETS WITH DONOR RESTRICTIONS

Net assets with donor restrictions
January 1, 2018

Grant income - Pledge agreement grant
Grant income - Hope Through Housing

Release of temporary donor restrictions

Balance at December 31, 2018

Controlling Non-Controlling Total
$ 40,037,844 $ 99,313,104 $ 139,350,948
11,524,083 (11,524,083) -
- 48,883,418 48,883,418
- (1,527,152) (1,527,152)
(69,204) (267,660) (336,864)
(21,312,681) (2,609,751) (23,922,432)
30,180,042 132,267,876 162,447,918
$ 49,562,488 $ - $ 49,562,488
339,942 - 339,942
497,861 - 497,861
(1,689,597) - (1,689,597)
$ 48,710,694 $ - $ 48,710,694

See accompanying notes
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NATIONAL COMMUNITY RENAISSANCE
CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CASH FLOWS
FOR THE YEAR ENDED DECEMBER 31, 2018

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets
Decrease in temporarily restricted net assets
Adjustments to reconcile change in net assets to net cash provided by operating activities:
Bad debts
Interest expense - debt issuance costs
Depreciation and amortization
(Increase) decrease in assets:
Security deposits
Accounts receivable
Prepaid expenses
Advance due from affiliate
Developer fee receivable
Investments
Increase (decrease) in liabilities:
Accounts payable
Accrued expenses
Security deposits payable
Deferred revenue
Accrued interest
Due to affiliates
Developer fee payable
Net cash provided by operating activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Net withdrawals to restricted cash
Purchase of limited partner interests
Purchases of property, equipment and improvements
Construction in progress
Payment of construction costs in accounts payable
Net cash used in investing activities

CASH FLOWS FROM FINANCING ACTIVITIES:
Principal payments of mortgages and notes payable
Proceeds from mortgages and notes payable
Payment of debt issuance costs
Capital contributions, net of reclassification
Capital distributions

Net cash provided by financing activities

NET CHANGE IN CASH AND CASH EQUIVALENTS
CASH AND CASH EQUIVALENTS AT BEGINNING OF YEAR

CASH AND CASH EQUIVALENTS AT END OF YEAR

SUPPLEMENTAL DISCLOSURES OF CASH FLOW INFORMATION:
Cash paid for interest - expensed
Cash paid for interest - capitalized
SUPPLEMENTAL DISCLOSURES OF NONCASH INVESTING
AND FINANCING ACTIVITIES:
Disposal of fully depreciated property, equipment and improvements

Increase in accounts payable from construction in process
Reclassification of contributions

see accompanying notes
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(23,922,432)
(851,794)

351,766
704,081
28,493,217

(308,827)
2,371,218
(5,982,748)
(1,240,528)
(41,234)

(6,334)

13,713,975
501,051
210,305

(124,670)
2,994,058
606,747
6,161,055

23,628,906

3,030,802
(4,500,000)
(62,867,939)
(26,095,911)
(4,649,851)

(95,082,899)

(64,028,935)
96,146,903
(1,858,980)
47,356,266

(336,864)

77,278,390

5,824,397

21,581,440

27,405,837

12,258,047

1,459,705

(274,128)

3,044,855

1,527,152




NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA
AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS
DECEMBER 31, 2018

Organization and nature of operations

National Community Renaissance of California (“NCRC”) (formerly known as Southern California
Housing Development Corporation) is a non-profit organization dedicated to improving the quality of
life for low-income families by stabilizing and revitalizing neighborhoods via development, renovation,
and preservation of affordable housing developments. NCRC's principal sources of revenue are rental
income from tenants, grants, property management fees and consulting and developer fees.

NCRC, its wholly-owned subsidiaries and affiliated entities receive significant funding from federal,
state and local government subsidies in various forms, including low-income housing tax credits, low-
interest rate loans, grants, and rent subsidies for qualifying very-low, low- and moderate-income
tenants.

NCRC has an economic relationship with National Community Renaissance Development Corporation
(“NCRDC”), a non-profit organization, which has an overlapping board of directors and shares
employees and facilities. NCRC has provided voluntary operating advances to NCRDC. NCRC,
NCRDC and their consolidated subsidiaries and affiliates are collectively known as National
Community Renaissance, or National CORE.

Principles of consolidation

The accompanying consolidated financial statements include the accounts of NCRC and of corporations
and partnerships in which NCRC is the sole member, and investments in limited partnerships or limited
liability companies in which NCRC has a controlling interest. Additionally, the consolidated financial
statements include the accounts of limited partnerships in which NCRC owns a minority financial
interest, but has a controlling interest. NCRC is the general partner in these entities and has determined
that the presumption of control for the limited partnerships has not been overcome, and therefore, the
limited partnerships have been consolidated. All significant intercompany balances and transactions
have been eliminated in consolidation.

The following not-for-profit supporting entities are consolidated in National Community Renaissance
of California in the accompanying consolidated financial statements:

Hope Through Housing Foundation, a separate 501(c)(3) entity, shares the same board of directors
as NCRC, and is economically dependent on NCRC.

Southern California Housing Development Corporation of Rancho Cucamonga owns 100% of the
following affordable housing projects:

e Monterey Village Apartments
e Mountainside Apartments

e Sycamore Springs Apartments



NATIONAL COMMUNITY RENAISSANCE OF CALIFORNIA

AND SUBSIDIARIES

NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS

DECEMBER 31, 2018

1.  Organization and nature of operations (continued)

Projects and subsidiaries which are owned 100% by NCRC, either directly or through wholly-owned

subsidiaries, as of December 31, 2018 are as follows:

ANF Family Partners, LP

Avenida Serra Housing Partners GP, LLC
Core Hermosa Village Il MGP, LLC

Core Rialto Metro South MGP, LLC
Corona Del Rey Housing Partners GP, LLC
Day Creek Senior Housing Ptrs MGP, LLC
Hope Through Access, Inc.

Mission Cove Family I MGP, LLC
Oakcrest Heights MGP, LLC

Paseo del Oro GP, LLC

NCRC VDP GP, LLC

NCRC Ontario, GP

Cobblestone GP, LLC
National CORE Newhall Ave Hsg Ptrs MGP,
LLC

Affordable housing projects:

* wholly-owned as of year-end; previously an affiliate (see Note 18).

Arbor Villas Apartments, LLC
Autumn Ridge Apartments, LP*
Bell Gardens Housing Partners, LP*
Corona del Rey Apartments
Corona de Oro Apartments, LP*
Courson Senior Housing Partners, LP*
Cathedral Palms Apartments
Clark Manor Apartments

Copper Hills Apartments, LP
Northgate Village Apartments
Hawthorne Terrace Apartments
Renaissance Village Apartments
Vista Terraza II Apartments
Spring Valley Housing, LP*

Villa Serena Apartments, LP*
Bolt Housing Partners, LP
Escondido Housing Partners, LP
Rialto Housing Partners, LP
Rancho Verde Village Apartments
Riverside Housing Partners, LP
Malvern Housing Partners, LP*

The Promenade Housing Partners GP, LLC
River Canyon GP, LLC

RV Housing Partners GP, LLC

San Antonio Gateway Housing Corporation
South Pace GP, LLC

Glendale GP, LLC

Val 9 MGP, LLC

West Mission Partners, LLC

Parkside GP, LLC

SVSM GP, LLC

San Ysidro Senior Village GP, LLC

Vista del Sol GP, LLC

WG Partners | MGP, LLC
WG Partners I MGP, LLC

Fontana Housing Partners, LP*

Fontana II Housing Partners, LP*
Fontana III Housing Partners, LP*

UC Housing Partners, LP*

Santee Apartments, LP*

San Marcos Housing Partners, LP*
Santa Fe Springs Housing Partners, LP*
Victorville Housing Partners, LP*

Under development:

Buena Park Senior Housing

Day Creek Senior Housing Partners, LP
Dream Homes Housing Partners, LP
Richmar Station

SGNTR VC, LLC

Virginia-Holt Housing, LP

Waterman Specific Plan

Waterman Gardens Partners 2, LP



