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HUD Pension/OPEB Letter 5

The Office of Public and Indian Housing (PIH) has reviewed the Financial Data 
Schedule for all public housing agencies to assess financial health.  PIH conducted 
an analysis of the Housing Authority’s fiscal year end 2018 unaudited financial 
data schedule submission received under Uniform Financial Reporting Standards.  
The analysis shows that your Housing Choice Voucher (HCV) administrative fee 
reserve does not have sufficient funds to address expected and/or unexpected 
expenses.

The financial determination was based on the following indicator:
• HCV Administrative Fee Reserve is negative after adjusting for longng-g-term HCV Administrative

pension and post
ative
ss -

Fee Reserve is negative after ade tive
tt--employment benefit obligations

This letter was sent in December 2019 to PHAs whose equity 
was negative.
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GASB 84 Fiduciary Funds

Spring/Summer 2020

GASB 74/75 OPEB

Effective Dates:
GASB 74 - Fiscal Year End June 30, 2017 
GASB 75 - Fiscal Year End June 30, 2018 

Similar to GASB 67/68 (Net Pension Liability if you have a 
Trust)
GASB 74 is related to Plan accounting
GASB 75 is related to PHA accounting for its share of the 
plan
For plan description see GASB 68 above
Big Difference – Are there any assets? ? Are you holding Big Difference – Are there any assets
Plan Assets at the PHA or a Trust?
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GASB 74 Trust or Trust Equivalent 
Arrangement

Contributions from employers and non-employer 
contributing entities to the OPEB plan and earnings on 
those contributions are irrevocable.  
OPEB plan assets are dedicated to providing OPEB to 
plan members in accordance with the benefit terms. 
OPEB plan assets are legally protected from the creditors 
of employers, nonemployer contributing entities, and 
the OPEB plan administrator. If the plan is a defined 
benefit OPEB plan, plan assets also are legally protected 
from creditors of the plan members.
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GASB 74 

Most of GASB 74 only applies for plans 
administered through trusts in which 
contributions are irrevocable, trust assets provide 
OPEB to plan members, and trust assets are 
legally protected from creditors. If there are 
assets accumulated, but not through trusts 
meeting the above criteria, only paragraphs 58 
and 59 apply. Those paragraphs indicate that any 
such assets should continue to be reported as 
assets of the employer or non-employer 
contributing entity.
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Fiduciary Fund

If you have the assets in a trust fund as just 
described; then you would have to follow GASB 74 
and report those assets and related liabilities of the 
OPEB as a Fiduciary Fund of the Housing Authority. 
(new financial statements)

Stand alone BTA’s fiduciary activities should be reported 
in a separate fiduciary fund financial statement.

Good news is the NET liability then would appear 
on your Housing Authority Financial Statements.
If no Trust, then no Netting – Gross Asset and Gross 
Liability report on the Housing Authority Financial 
Statements
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GASB’s Current Position 

Long Term Liabilities that were not being reported on 
statement of financial position.
Early Implementation encouraged starts December 31, 
2020

March 31, 2021  - June 30, 2021   - September 30, 2021

15
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Housing Authority Lease Type 
Transaction

Housing Assistance Payments
Lease is between HCV tenant and private landlord

Public Housing Leases
Generally 12 month lease renewed annual (tricky)

LIHTC Land Leases
Generally 99-50 year lease agreements with LIHTC Partnership

Government Non-Profit (BCU) Facility Lease
Range of lease periods but with related party BCU for office 
space for federal programs.
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Lease Accounting 
PHA should recognize a lease receivable and a deferred 
inflow of resources at start of lease
PHA should NOT derecognize the leased asset
Receivable measured at net present value of expected lease 
payments
Deferred inflow measured at value of lease receivable, plus  
any payments received at or before the start of lease term 
that relate to prior periods.
Revenue is recognized on the lease receivable from the 
deferred inflows in a systematic and rational manner over 
lease term
Notes should include a description of leasing arrangements 
and the total amount of inflows recognized from leases.

GOT IT???
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Lease Activity and Reporting

Lessor
Lease Receivable 
Deferred Inflow of 
Resources
Interest Income
Lease Income (amortized 
of lease period)

Lessee
Right to Use (Intangible 
Asset)
Lease Liability
Interest Expense
Amortization of Right to 
Use
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GASB – Short Term Lease Loophole

Paragraph #16: Short-term lease is 12 months (or less)
Max life of the lease is the noncancelable period.
Be careful, if you keep renewing leases - Is your lease really a 
short-term lease?

Paragraph #90 Leases between related parties
For example, if the lease contract is structured to meet the definition 
of a short-term lease but the related parties have a mutual 
understanding that the lease contract will stay in effect for several 
more years, that lease should not be accounted for as a short-term 
lease.

Fiscal funding/cancelation clause not taken into 
consideration unless reasonably certain of being exercised.

19
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HCV HAP Leases

No effect 
Lease is between HCV tenant and private landlord, not the 
housing authority.
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Public Housing Leases

12-month leases are regularly extended: time and 
time again.
However, since these leases are cancelable, at any 
time by tenant, they qualify as short-term leases.  
Rolling month to month lease.
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Land Leases

Generally long term non-cancelable lease that would 
make Housing Authority the Lessor.
Record Lease Receivable for the present value of the 
payments and corresponding Deferred Inflow of 
Resources.
No effect on leased assets, don’t remove or reclass the 
land.
Disclosures about general terms of lease, types of assets 
leased by categories, amortized amounts of lease 
receivable, amounts of deferred inflow of resources 
during the period, and 5 year and each five years after 
amortization schedule.
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Related Party Lease with Blend 
Component Unit

Generally long-term lease that would make Housing 
Authority the Lessee.
Record Right to Use for the present value of the 
payments and corresponding Lease Liability.
Disclosures about general term of lease, type of assets 
leased by categories, amortized amounts of lease 
receivable, and 5 year and each five years after 
amortization schedule.
Eliminations during consolidation of BCU with PG.
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Effects to the Financial Statements

New Assets and Liabilities accounts - Statement of 
Financial Position
Amortization expenses - Statement of Revenues and 
Expenses
Moves activity on Statement of Cash Flows from 
Operating to Financing Capital Assets.
Disclosures about term of lease and maturities
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GASB 61 Component Unit

GASB 14/61 Impacts on 
Organizational Choices 
for Asset Repositioning
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GASB Component Unit Hierarchy

GASB 14 – The Financial Reporting Entity
GASB 39 – Determining Whether Certain Organizations 
are Component Units – An Amendment of GASB 14
GASB 61 – The Financial Reporting Entity: Omnibus – An 
Amendment of GASB Statements 14 and 34
GASB 80 – Blending Requirements for Certain 
Component Units  - An Amendment of GASB 14
GASB 90 – Majority Equity Interest – An Amendment of 
GASB Statements 14 and 61  

27
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Initial PHA

Les HallesHousing 
Authority

Public Housing

Housing Choice 
Voucher

Business 
Activities

All entities under the same All ent
TIN 
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Asset Reposition, PBV Conversion

Les HallesHousing 
Authority

Business 
Activities

Lutetia Blvd. Apts. 
(PBV Project)

Pont Neuf
Development Corp. 

(MHA Nonprofit Manager)

Management Fees 
(choice of payee)

Fraternité
Management

Housing Choice 
Voucher
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Asset Reposition, PBV Conversion –
NO HCV Program

Les HallesHousing 
Authority

Business 
Activities

Lutetia Blvd. Apts. Lutetia Blvd. Apts. 
((PBV Project, New TIN?)

Pont Neuf
Development Corp. 

(MHA Nonprofit Manager)

Management Fees

Fraternité
Management

Haussmann 
Housing Authority

New TIN?

New TIN?

?

30

PHA Annual Financial Reporting Training 
(FASS-PH)

GASB Issues Page 4-15



Session 4: GASB Issues Spring/Summer 2020

Simple PBRA Conversion

Les Halles Housing 
Authority

Business 
Activities

Napoléon Apts. (MF 
project

oléon Apts. (MF 
ct,, same TIN as HA)

Pont Neuf
Development Corp. 

(MHA Nonprofit Manager)

Management Fees

Fraternité
Manageme

nt

Housing Choice 
Voucher

HUD HAP 
Contract
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Simple PBRA Conversion, Type 2

Les Halles Housing 
Authority

Business 
Activities

République Square 
(MF project, unique TIN)

Pont Neuf
Development Corp. 

(MHA Nonprofit Manager)

Fraternité
Manageme

nt

Housing Choice 
Voucher

HUD HAP 
Contract
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Complete PBRA Conversion, Type 2

Les Halles Housing 
Authority

Pont Neuf
Development Corp. 

Fraternité
ManagementHUD HAP 

Contract

Saint Nicolas Towers, LP 
(Tax Credit partnership –

owns building)
Fraternité

Affordable Housing, 
INC

Place Du Pont Neuf
Development Co. 
(Developer Entity)

Fraternité at Saint 
Nicolas Partners, LLC 

(General Partner)

Fraternité Residential, 
LLC (For Profit Development 

Partner)
Pont Neuf

Development Corp. 
(MHA Nonprofit) -

Manager

Place Du Pont Neuf
GP, LLC (Managing GP) Breton Capital Co. 

(Tax Credit 
Purchaser/Limited Partner)

Eleanor 
Construction

Paris Lending 
Const./Perm. Loan

FHA Loan 
221(d)(4)

JV AGR

Develop Fees

Partnership 
Agreement

JV AGR

33
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GASB 14 Requirements

Fiscal dependency – now expanded to financial 
benefit or burden.
Blended component units now have additional 
requirements to be considered “Blended.”

34

*REMEMBER ownership % has NO 
IMPACT component unit decisions*
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First Decision
Tree

35

Non-profit
Organizations

PCU – Legally 
Separate?

Partnership

Does the entity 
have its own 

EIN Number?

Spring/Summer 2020

Board of Directors

Does the Housing Authority appoint the majority 
of the Board or are the Boards identical?

Non-profit Organization (common)
PARTNERSHIP (Don’t have boards)

36
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Primary Government (HA) Is 
Financially Accountable If It:

Appoints board (NPO)
Is able to impose its will on organization, (GP) or
Is potentially liable for financial benefits or burden 
(funding and loans)

37
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Board Override

If Component Unit is fiscally dependent on PG and PG 
is potentially liable for financial benefits or burdens 

Operating Loss
Operating Revenue

38
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Financial Benefit Or Burden

Any one of the following:
Primary Government (HA) can access organization resources.
PG is legally obligated to finance deficits 
or provide support to organization.
PG is obligated in some other manner 
for debt of organization.

39
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Management Override 

If Criteria is met or if it would be misleading to exclude 
organization (n managements opinion), the entity is a 
Component Unit. 

40
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Blend vs. Discrete

The overriding presumption of GASB is that a component 
unit is a discretely presented Component Unit.
To become a “blended” Component Unit, it must meet 
specific requirements to move from discretely presented 
to blend.

41
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4 Tests to Be “Blended”

1. Organization’s governing body substantively the
same as PG – PG decisions cannot be overridden by
organization, or

2. Provides service entirely to PG (Internal Service
Fund), or

3. Component unit’s total debt outstanding is expected
to be repaid by resources of PG, or

4. Wholly-owned NPO

42
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NPO Analysis of LP 
for GASB 61
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Legally Separate

Does the potential component unit (PCU) have the right 
to sue and be sued in its own name?
Does the PCU have the right to buy, sell, lease, or 
mortgage property in its own name?
Does the PCU have a separate EIN from the Primary 
Government?

44
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Financial Accountability

Does the primary government appoint a voting majority of the 
potential component unit’s governing board?

Do the PCU’s financial decisions require more than a single voting majority 
and does the primary government appoint only a simply majority?
Is the appointment process limited to nominations?
Is the appointment process limited to confirming appointments made by 
individuals or groups other than the primary government?
Does the primary government have limited or no authority for continuing 
appointments? Does it have the authority to unilaterally abolish the 
governing body?

If any of the above questions are answered “yes”, the primary 
government cannot appoint a voting majority of the potential 
component unit’s governing board.
If any of the above questions are answered “no”, the primary 
government can appoint a voting majority of the potential 
component unit’s governing board.

45
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Financial Accountability con’t

Can the primary government impose its will on the PCUs?
Can the primary government remove appointed members of the PCU’s 
governing board at will?
Can the primary government modify/approve the budget of the PCU?
Can the primary government veto, overrule, or modify the decisions of the 
PCU’s governing body (other than above)?
Can the primary government appoint, hire, reassign, or dismiss persons 
responsible for the day-to-day operations of the PCU?

If the answer to any of the above questions is “yes”, the primary 
government can impose its will on the PCU.
If the answer to any of the above questions is “no”, the entity is a 
related organization to the primary government. The relationship 
is required to be disclosed in the notes to the basic financial 
statements of the primary government including the nature of 
accountability for the related organization.
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Financial Accountability con’t

Can the PCU impose a financial benefit or burden on the 
primary government?

Is the primary government legally entitled to or can it
otherwise access the resources of the PCU? Could it do so even
if there was no such transaction in the current period?
Is the primary government legally obligated to provide financial
support or has it otherwise assumed the obligation to finance
the deficits of the PCU?
Is the primary government obligated in some manner for the
debt of the PCU (including any non-exchange guarantees as
defined in GASB Statement No. 70, effective for periods
beginning after June 15, 2013, either temporarily or in a
permanent manner?
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Financial Accountability con’t

Is the PCU fiscally dependent on the primary 
government?

Does the primary government have the authority to
approve/modify the component unit’s budget?
Does the primary government have the authority to approve of
the levy of taxes, the rates, or charges set by the PCU?
Does the primary government have the authority to approve
the issuance of bonded debt by the PCU?

48
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Notes to Financial Statements

Brief description of relationship of component unit 
to primary government.
Discussion of rationale for including CU and whether 
it’s a blended or discretely present.
Finally, how a separately issued FS of CU can be 
obtained.
If there is a different fiscal year end, disclose

Go back 11 months or forward 3 months
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