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Housing Authority of the City of Longview
Summary of Auditor's Results

For the Year Ended September 30, 2010

SECTION I - SUMMARY OF AUDITOR®S RESULTS

FINANCIAL STATEMENTS

Type of auditor's report issued: Unqualified
Internal control over financial reporting:

- Material weakness(es) identified?  Yes X No

- Significant deficiency(ies) identified that
are not considered to be material weaknesses ' Yes X No

Noncompliance material to financial statements
noted: Yes X___No

FEDERAL AWARDS
Internal control over major programs:

- Material weakness(es) identified? Yes X No

- Significant deficiency(ies) identified that
are not considered to be material weaknesses  Yes X __No

Type of auditor's report issued on compliance
for major programs: Unqualified

Any audit findings disclosed that are required
to be reported in accordance with section
510(a) of Circular A-133? Yes X No

Identification of major program:

14.871 Section 8 Housing Choice Vouchers

Page 1



Housing Authority of the City of Longview
Summary of Auditor's Results - (Continued)

For the Year Ended September 30, 2010

SECTION I - SUMMARY OF AUDITOR'S RESULTS - (Continued)

Dollar threshold used to distinguish between
Type A and Type B programs: $ 300,000

Auditee qualified as Tow-risk auditee: X __ Yes No

SECTION II - FINANCIAL STATEMENT FINDINGS
No findings were noted.
SECTION III - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No find%ngs were noted.
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Loveridge Hunt & Co., PLLC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Board of Commissioners
Housing Authority of the City of Longview
Longview, Washington

We have audited the financial statements of the business-type activities of the
Housing Authority of the City of Longview, Washington (the Authority), as of and for
the year ended September 30, 2010, and have issued our report thereon dated December
29, 2010. We conducted our audit in accordance with auditing standards generally
accepted in the United States of America and standards applicable to financial
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 Housing Authority of the
City of Longview's internal control over financial reporting as a basis for
designing our auditing procedures 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 Housing Authority of the City of Longview's internal control
over financial reporting. Accordingly, we do not express an opinion on the
effectiveness of the Housing Authority of the City of Longview's ‘internal control
over financial reporting.

A deficiency 1in 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 1is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or detected

and corrected on a timely basis.

Qur consideration of internal control over financial reporting was for the Tlimited
purpose described in the first paragraph of this section and was not designed to
identify all deficiencies in internal control that might be significant deficiencies
or material weaknesses. We did not identify any deficiencies in internal control
over financial reporting that we consider to be material weaknesses, as defined

above.
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, INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS- (CONTINUED)

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 and
other matters, 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.

This report is intended solely for the information and use of the Board of
Commissioners, management, federal awarding agencies and pass-through entities.
However, this report is a matter of public record and its distribution 1is not
Timited. It also serves to disseminate to the public as a reporting tool to help
citizens assess government operations.

December 29, 2010
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Loveridge Hunt & Co., PLLC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

Board of Commissioners
Housing Authority of the City of Longview
Longview, Washington

We have audited the compliance of Housing Authority of the City of Longview,
Washington (the Authority) with the types of compliance requirements described in
the U.S. Office of Management and Budget (OMB) Circular A-133 Compliance Supplement
that are applicable to each of its major federal programs for the year ended
September 30, 2010. The Authority's major federal programs are identified in the
Summary of Auditor's Results. Compliance with the requirements of laws, regulations,
contracts, and grants applicable to each of its major federal programs is the
responsibility of the Authority's management. Our responsibility is to express an
opinion on the Authority's compliance based on our audit.

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial
audits contained 1in 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 consider necessary in
the circumstances. We beljeve that our audit provides a reasonable basis for our
opinion. ~ Our audit does not provide a legal determination of the Authority's
compliance with those requirements.

In our opinion, the Authority has complied, in all material respects, with the
requirements referred to above that are applicable to each of its major federal
programs for the year ended September 30, 2010.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 - (CONTINUED)

Internal Control Over Compliance

The management of the Authority is responsible for establishing and maintaining
effective -internal control over compliance with the requirements of Taws,
regulations, contracts, and grants applicable to federal programs. In planning and
performing our audit, we considered the Authority's internal control over compliance
with requirements that could have a direct and material effect on a major federal
program in order to determine our auditing procedures for the purpose of expressing
our opinion on compliance and to test and report on the 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 over compliance. Accordingly,
we do not express an opinion on the effectiveness of the Housing Authority of the
City of Longview's internal control over compliance.

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.

Our consideration of internal control over compliance was for the limited purpose
described in the first paragraph of this section and was not designed to identify
all deficiencies in internal control over compliance that might be deficiencies,
significant deficiencies or material weaknesses. We did not -dentify any
deficiencies 1in internal control over compliance that we consider to be material
weaknesses, as defined above.
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS
APPLICABLE TO EACH MAJOR PROGRAM AND ON INTERNAL CONTROL OVER
COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133 - (CONTINUED)

Schedule of Expenditures of Federal Awards

We have audited the basic financial statements of Housing Authority of the City of
Longview, as of and for the year ended September 30, 2010 and issued our report
thereon dated December 29, 2010. Our audit was performed for the purpose of forming
and opinion on the basic financial statements taken as a whole. The accompanying
schedule of expenditures of federal awards is presented for the purpose of
additional analysis as required by OMB Circular A-133 and is not a required part of
the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements and, in our
opinion, is fairly stated, in all material respects, in relation to the basic
financial statements taken as a whole.

We noted certain matters that we reported to management of the Authority in a
separate letter dated December 29, 2010.

This report is intended solely for the information and use of the Board of
Commissioners, management, federal awarding agencies and pass-through entities.
However, this report is a matter of public record and its distribution is not
Timited. It also serves to disseminate to the public as a reporting tool to help
citizens assess government operations.

W;c Wk d Pee—

December 29, 2010
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Loveridge Hunt & Co., PLLC

CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS

Board of Commissioners
Housing Authority of the City of Longview
Longview, Washington

We have audited the accompanying financial statements of the business-type
activities of the Housing Authority of the City of Longview, Washington (the
Authority), as of and for the year ended September 30, 2010, as listed in the table
of contents. These financial statements are the responsibility of the Authority's
management. Our responsibility is to express an opinion 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 Government Auditing Standards, issued by the Comptroller General of the
United States. Those standards require that we plan and perform an 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 1in the financial statements. An audit also 1includes
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 financial statements referred to above present fairly, in all
material respects, the financial position of the business-type activities of the
Housing Authority of the City of Longview, as of September 30, 2010, and the
respective changes in financial position, and cash flows where applicable, thereof
for the year then ended in conformity with accounting principles generally accepted
in the United States of America.
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INDEPENDENT AUDITOR'S REPORT ON FINANCIAL STATEMENTS - (CONTINUED)

Management's Discussion and Analysis on pages 10 through 15 are not a required part
of the basic financial statements but are supplementary information required by the
Governmental Accounting Standards Board. We have applied certain Timited
procedures, which consisted principally of ‘inquires of management regarding the
methods of measurement and presentation of the required supplementary information.
However, we did not audit the information and express no opinion on it.

In accordance with Government Auditing Standards, we have also issued our report,
dated December 29, 2010, on our consideration of the Authority'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 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 considered in assessing the results
of our audit.

Our audit was made for the purpose of forming an opinion on the basic financial
statements taken as a whole. = The accompanying Schedule of Expenditures of Federal
Awards, which is required by the U.S. Office of Management and Budget Circular A-
133, Audits of States, Local Governments, and Non-Profit Organizations, is presented
for the purpose of additional analysis. The accompanying Financial Data Schedule is
supplemental information required by HUD. These schedules are not a required part of
the basic financial statements. Such information has been subjected to the auditing
procedures applied in the audit of the basic financial statements, and in our
opinion, are fairly stated in all material respects 1in relation to the basic
financial statements taken as a whole.

W Vo2 o Pé-

December 29,
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion and Analysis
September 30, 2010

The Housing Authority of the City of Longview, doing business as the Longview Housing Authority
(“Authority”’), management’s discussion and analysis is designed to assist the reader in focusing on
significant financial issues, provide an overview of the Authority’s financial activity, identify
changes in the Authority’s financial position, and identify individual fund issues or concerns. We
encourage readers to consider the information presented here in conjunction with the Authority’s
financial statements.

Financial Highlights

e The Authority’s cash position improved by $94 thousand (5.0%). Unrestricted cash and cash
equivalents increased by $125 thousand (22.0%) during FY2010. The year end unrestricted
cash and equivalents were $685 thousand. Restricted cash and cash equivalents decreased by
$31 thousand (2.5%). The year end restricted cash and equivalents were $1.2 million.

o The .Authority’s net assets increased by $85 thousand (7.6%) during FY2010. The year end
net assets were $1.2 million.

e The Authority maintained average occupancy rate of 97% across all projects.

e The Authority revenues decreased by $151 thousand (1.2 %) during FY2010. Revenues
were $12.0 million and $12.2 million for FY2010 and FY2009, respectively.

e The total expenses of all Authority programs increased by $406 thousand (3.5 %). Total
expenses were $12.0 million and $11.6 million for FY2010 and FY2009, respectively.

Authority Wide Financial Statements

The focus of Authority-wide financial statements is on the overall financial position and activities of
the Housing Authority of the City of Longview. The Authority-wide financial statements are
designed to be corporate-like in that all business type activities are consolidated into columns which
add to a total for the entire authority. There are three major sections to the Authority’s financial
statements included in this report.

The financial statements include a Statement of Net Assets, which is similar to a Balance Sheet. The
Statement of Net Assets reports all financial and capital resources for the Authority. The statement
is presented in the format where assets, minus liabilities, equal “Net Assets”, formerly known as
equity. Assets and liabilities are classified as “Current” (convertible into cash within one year), and
“Non-current”.

The focus of the Statement of Net Assets (the “Unrestricted Net Assets™) is designed to represent the
net available liquid (non-capital) assets, net of liabilities, for the entire Authority. Net Assets
(formerly equity) are reported in three broad categories:
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion and Analysis
September 30, 2010

Net Assets, Invested in Capital Assets, Net of Related Debt: This component of Net Assets
consists of all Capital Assets, reduced by the outstanding balances of any bonds, mortgages,
notes or other borrowings that are attributable to the acquisition, construction, or improvement of
those assets.

Restricted Net Assets: This component of Net Assets consists of restricted assets, when
constraints are placed on the asset by creditors (such as debt covenants), grantors, contributors,
laws, regulations, etc.

Unrestricted Net Assets: Consists of Net Assets that do not meet the definition of “Net Assets
Invested in Capital Assets, Net of Related Debt”, or “Restricted Net Assets”.

The Authority-wide financial statements also include a Statement of Revenues, Expenses and
Changes in Fund Net Assets (similar to an Income Statement). This Statement includes Operating
Revenues, such as rental income, Operating Expenses, such as administrative, utilities, and
maintenance, and depreciation, and Non-Operating Revenue and Expenses, such as grant revenue,
investment income and interest expense.

The focus of the Statement of Revenues, Expenses and Changes in Fund Net Assets is the “Change
in Net Assets”, which is similar to Net Income or Loss.

Finally, a Statement of Cash Flows is included, which discloses net cash provided by, or used for
operating activities, non-capital financing activities, and from capital and related financing activities.

The financial statement consists exclusively of a single Enterprise Fund and uses the full accrual
basis of accounting. The enterprise method of accounting is similar to accounting utilized by the
private sector accounting. Again, the items presented on the statement of revenues, expenses and
changes in fund net assets are measured in a manner similar to the approach used by a commercial
enterprise in that revenues are recognized when earned or established criteria are satisfied and
expenses are reported when incurred by the Authority. Thus, revenues are reported even when they
may not be collected for several months after the end of the accounting periods and expenses are
recorded even though they may not have used cash during the current period.
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion and Analysis
September 30,2010

Condensed Comparative Financial Information

The following table' presents the condensed Statement of Net Assets compared to prior year.

Statement of Net Assets 9/30/2010 9/30/2009
Current and Other Assets $ 2,313,701 $ 2,813,680
Non-current and Capital Assets 17,107,273 17,383,005
Total Assets $ 19,420974 $ 20,196,685
Current Liabilities $ 1,267,156 $ 1,516,897
Long-Term Liabilities 16,955,132 17,566,108
Total Liabilities 18,222288 = 19,083,005
Net Assets:
Invested in Capital Assets,
Net of Related Debt (1,235,491) (1,216,652)
_Restricted Cash and Investments - 1,835325 1,762,623
. Unrestricted .. .598852 .. .. .567,709
Total Net Assets $ 1,19868 3 1,113,680

The Authority’s current assets exceed current liabilities by $909 thousand, for a current ratio of 1.7.
The current ratio is a measure of the ability to pay debts as they become due.

The Authority had $1.94 million in cash and investments that were restricted in use by various bond
trust indentures, grant regulations and security deposits. These assets may only be used for bond
debt service, capital replacements, property improvements or housing assistance payments. This
amount decreased by $31 thousand (1.6 %) from a balance of $1.97 million at the beginning of the
fiscal year. This balance is made up of several accounts including: $102 thousand in tenant security
deposits, $726 thousand in debt service reserves, $412 thousand for excess Housing Assistance
Payment reserves, $94 thousand in escrow accounts, $483 thousand in principal and interest
payment deposits and $120 thousand for required replacement reserves.

The Authority’s net assets increased in FY2010 by $85 thousand (7.6%). With respect to the total
assets of $19 million, 83.7% the Housing Authority’s assets are real estate, buildings and -
improvements to those buildings. Those capital assets are used to provide apartments to low-income
tenants and an administrative office for operations.

! For more detailed information see the Statement of Net Assets.
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion and Analysis
September 30,2010

The following table presents the condensed Statement of Revenues, Expenses and Changes in Net
Assets compared to prior year.

Statement of Revenues, Expenses and Changes in Net Assets 9/30/2010 9/30/2009
Revenues
Operating
Tenant Revenue $ 2,118919 $ 1,995,049
Other 594,442 711,817
Non-Operating
Government Operating Subsidies and Grants 9,323,861 9,475,678
Investment Income 5,979 11,348
Total Revenue 12,043,201 12,193,892
Expenses
Operating 11,254,709 10,823,976
Non-Operating
Interest 750,088 775,201
Total Expenses 12,004,797 11,599,177
Excess (Deficiency) of Revenues over Expenses 38,404 594,715
Capital contributions - -
Change in net assets 38,404 594,715
Prior Period Adjustment 46,602 (6,453)
Net Assets, Beginning of Year 1,113,680 525,418
Net Assets, End of year $ 1,198,686 $ 1,113,680

The Housing Authority’s total revenues decreased by $151 thousand during the year. Most of the
decrease is in the other operating revenue category. Other operating revenue decreased by $117
thousand. The reduction is the result of decreased developer fees. Developer fees are dependent on
new development and at this time the three new development projects we are currently involved
have been completed or are reaching completion. As such most of the developer fees have already
been realized.

Rental income increased 6.8% or $127 thousand due to an increase in the number of rental units and
rent increases over the fiscal year.

Grants revenues in the ‘“Non-operating Revenues and (Expenses)” decreased by 1.7% or $157
thousand. The change in grant income is attributable to the expiration of one time grants (EDI and
CDBG) used for the development of the Phoenix House apartments.

Operating expenses increased 4.0% from the prior year. The increase of $431 thousand is attributed
to the following categories:

e Administration increased $80 thousand or 6.2%,
e Tenant Services decreased $130 thousand or 29.4%,
e Utilities increased $31 thousand or 10.0%,
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion and Analysis
September 30, 2010

Ordinary Maintenance and Operations decreased $13 thousand or 1.6%,

Housing Assistance Payments (for all programs) increased by $388 thousand or 5.3% and
Deprecation expense increased by $37 thousand or 6.9%,

Other general expenses increased by $36 thousand or 36.5%.

Capital Asset and Long-Term Debt Administration

Capital Assets

As of the year end, the Authority had $16 million invested in a variety of capital assets and
construction work in progress as reflected in the following schedule, which represents a net decrease
of $396 thousand from the end of last year. The following table also summarizes the changes in
capital assets between fiscal years 2010 and 2009:

FY2010 FY2009 Net Change

Land $ 1,528,780 $ 1,558,896 § (30,116)
Construction in progress 46,584 - 46,584
Buildings, improvements & fixtures 16,968,314 16,968,277 37
Leasehold improvements 2,727,053 2,727,052 1
Machinery, vehicles, & equipment 239,129 244,155 (5,026)

Less accumulated depreciation (5,248,598) (4,841,387) (407,211)
Total capital assets (net) $ 16,261,262 $§ 16,656,993 § (395,731)

Long-Term Debt

The Housing Authority’s long-term debt consists of loans, notes and revenue bonds issued for the
purpose of acquisition and improvement of real property to provide housing for low income tenants.
At September 30, 2010, the total liabilities reported by the Authority are $18.2 million of which
$17.0 million are classified as long-term and $1.3 million are current liabilities. For the long term
liabilities $1.2 million ($726 thousand in Restricted Investments and $483 thousand in restricted
Assets: Other) have been set aside for debt service payments.

Payments of $392 thousand were made on outstanding bonds and loans principal during the year.

Please refer to Note 5 — CAPITAL ASSETS and Note 10 - LONG TERM DEBT AND
LIABILITIES in the Notes to the Financial Statements for more detailed information.

Other Potentially Significant Matters

The Authority is planning the redevelopment of the Stratford Apartments. The twenty units will be
remodeled and dedicated to housing homeless veterans in the Authority’s jurisdiction. The
" Authority has applied for and received a $489,000 Economic Development Initiative — Special
Projects grant. In addition the Authority has apphed and received an $189,600 Home grant from the
City of Longview.
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion and Analysis
September 30, 2010

The Authority has also entered into an agreement with Clark County to purchase land in the
Woodland area for future development of affordable housing.

~ Contacting the Housing Authority’s Financial Management
The financial report is designed to provide a general overview of the Authority’s finances for all
those with an interest. Questions concerning any of the information should be addressed to the

Finance Director of the Longview Housing Authority. The Authority’s offices are located at 1207
Commerce Ave., Longview, WA 98632. The telephone number is (360) 423-0140 x 16.
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Housing Authority of the City of Longview
Statement of Net Assets
September 30, 2010

Authority
ASSETS
Current Assets
Cash and Cash Equivalents $ 684,973
Receivables (Net) 252,635
Prepayments 22,889
Inventory 3,976
Assets Held for Resale 600
Restricted Assets:
Tenant Security Deposits 101,903
Other Restricted 1,109,314
Total Current Assets 2,176,290
Noncurrent assets
Loans Receivable 120,000
Restricted Assets
Investments 726,011.
Capital Assets
Land 1,528,780
Buildings .. 19,695,367
Equipment 239,129 °
Construction in Progress . ..46,584
Accumulated Depreciation . (5,248,598)
Total Capital Assets (Net) 16,261,262
Other Assets .. 137,411
Total Non-Current Assets ... 17,244,684
TOTAL ASSETS $ 19,420,974
LIABILITIES
Current Liabilities
Accounts Payable $ . 71,972
Accrued Liabilities . 360,264
Current Portion of Long-Term Debt .587,484
Tenant Security Deposits 101,903
Deferred Revenue ... 39,604
Other Current Liabilities 94,562
Total Current Liabilities 1,255,789
Noncurrent Liabilities
Compensated Absences 57,230
Long-Term Debt 16,909,269
Total Noncurrent Liabilities 16,966,499
TOTAL LIABILITIES 18,222,288
NET ASSETS
Invested in Capital Assets, Net of Related Debt (1,235,491)
Restricted Net Assets 1,835,325
Unrestricted Net Assets 598,852
TOTAL NET ASSETS $ 1,198,686

The notes to the financial statements are an integral part of this statement.



Housing Authority of the City of Longview
Statement of Revenues, Expenses, and Changes in Fund Net Assets
For the Year Ended September 30, 2010

Authority
OPERATING REVENUES
Net Tenant Rental Revenue $ 1,984,931
Tenant Revenue - Other 133,988
Other Revenue 594,442
Total Operating Revenue 2,713,361
OPERATING EXPENSES
Administration 1,362,826
Tenant Services 311,484
Utilities 344,556
Ordinary Maintenance and Operations 811,303
Housing Assistance Payments 7,706,200
Depreciation and Amortization Expense 582,145
Other General Expenses . 136,195
Total Operating Expenses 11,254,709
OPERATING INCOME (LOSS) $ (8,541,348)
NONOPERATING REVENUES (EXPENSES)
HUD Subsidies and Grant Revenue $ 7,606,056
Other Government Grants 1,717,805
Investment Income 5,979
Interest Expense (750,088)
Total NonOperating Revenues (Expenses) 8,579,752
CHANGE IN NET ASSETS 38,404
BEGINNING TOTAL NET ASSETS - 09/30/2009 $ 1,113,680
Prior Period Adjustment 46,602
BEGINING TOTAL NET ASSETS RESTATED - 09/30/2009 1,160,282
ENDING TOTAL NET ASSETS ENDING - 09/30/2010 $ 1,198,686

The notes to the financial statements are an integral part of this statement.
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Housing Authority of the City of Longview
Statement of Cash Flows
For the Year Ended September 30, 2010

Authority
CASH. FLOWS FROM OPERATING ACTIVITIES
Receipts from Tenants $ 2,098,982
Payments to Employees (1,614,511)
Payments to Suppliers (1,528,809)
Housing Assistance Payments (7,725,878)
Other Receipts (Payments) 562,433
Net Cash Provided (Used) in Operating Activities (8,207,783)
CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Grant Receipts (Payments) 9,470,904
Other Receipts (Payments) 136,723
.Net cash provided (used) by noncapital financing activities 9,607,627
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES
Sale (Purchase) of Capital Assets " (178,480)
(Principal Payments on Capital Debt) (376,892)
(Interest Payments on Capital Debt) (756,902)

.Net cash privided. (used) by capital and related financing activities (1,312,274)

CASH FLOWS FROM INVESTING ACTIVITIES

Proceeds. from Sale (Purchase) of Investments 1
Interest and Dividends 5,979

Net Cash Used in Investing Activities 5,980

Net Increase (Decrease) in Cash and Cash Equilalents 93,550

Cash at the Beginning of the Year 1,802,640
Cash at the End of the Year $ 1,896,190

RECONCILIATION OF OPERATING INCOME (LOSS) TO NET
CASH PROVIDED BY. (USED. IN) OPERATING ACTIVITIES

Operating Income (Loss) $ (8,541,348)
Adjustments to Reconcile Operating Income (Loss) to Net Cash:
Depreciation Expense & Amortization 582,145
Changes in Assets and Liabilities:
Decrease. (Increase) in Receivables (3,610)
Decrease (Increase) in Prepaid Expenses (19,678)
Decrease (Increase) in Inventories (3,976)
Increase (Decrease) in Accounts Payable (246,623)
Increase (Decrease) in Other Payables 25,307
Total Adjustments 333,565
NET CASH PROVIDED BY (USED IN) OPERATING ACTIVITIES $ (8,207,783)

Non-cash transactions that would have been reported in the capital and related financing
section if the transaction had involved a cash exchange.
a. Excludes $109,921 of Bond Orginal Issue Discount which offsets outstanding debt.

The notes to the financial statements are an integral part of this statement. Page 19



HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Notes to the Financial Statements
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Note 1 - SUMMARY OF SIGNIFICANT POLICIES

The accounting policies of the Housing Authority of the City of Longview (Authority)
conform to generally accepted accounting principles (GAAP) as applicable to proprietary
funds of governments. The Governmental Accounting Standards Board (GASB) is the
accepted standard setting body for establishing governmental accounting and financial
reporting principles. In June 1999, GASB approved Statement 34, Basic Financial Statements
— and Management Discussion and Analysis - for State and Local Governments. This and
consecutive statements are reflected in the accompanying financial statements (including
notes to financial statements). The following is a summary of the most significant policies:

a.

Reporting Entity

The Authority is a municipal corporation governed by an appointed six member board.
The Authority was incorporated on July 24, 1975 and operates under the laws of the
state of Washington applicable to Housing Authorities. The six member board is
appointed by the Mayor of the City of Longview. As required by generally accepted
accounting principles, management has considered all potential component units in
defining the reporting entity. The Authority has no component units.

Basis of Accounting And Presentation

The accounting records of the Authority are maintained and reported in accordance
with methods prescribed by the State Auditor under the authority of Chapter 43.09
RCW and the Federal Department of Housing and Urban Development. The authority
must report using GAAP; however, it has the option to use either the single enterprise
proprietary fund or special purpose governmental fund model.

The Authority has elected to report as a single-enterprise proprietary fund and uses the
accrual basis of accounting. The measurement focus is on the flow of economic
resources. The proprietary fund is composed of a number of programs over a four-
county area which includes: Cowlitz County, Lewis County, Pacific County and
Wahkiakum County. These include federal funds from Housing and Urban
Development programs; Department of Agriculture, Rural Housing and Veterans
Administration programs. The Authority also administers housing programs funded by
the State and by the Longview-Kelso Consortium, some of which are indirectly funded
by the federal government. Several apartment complexes have been purchased using
Housing Revenue Bonds and loans and are also owned and managed by the Authority
for the purpose of providing affordable housing stock in our community. These
programs are designed to provide low income individuals with housing.

Proprietary funds are used to account for activities that are operated in a manner

similar to private enterprise business. Under this method revenues are recognized
when earned and expenses are recognized when incurred. Capital asset purchases are
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capitalized and long term liabilities are accounted for in the fund.
The Authority applies GASB pronouncements and has not elected to apply Financial
Accounting Standard Board (FASB) statements and Accounting Principles Board

(APB) pronouncements issued after November 30, 1989,

Cash and Cash Equivalents

“Cash and cash equivalents” are considered to be cash on hand and demand deposits.
For the purposes of the Statement of Net Assets and the Statement of Cash Flows, the
Authority considers all highly liquid investments (including restricted assets) with a
maturity of three months or less when purchased, or available on demand, to be cash
equivalents.

Receivables

Receivables consist of amounts owed from private individuals or organizations for
goods and services including amounts owed for which billings have not been prepared.
An estimate of uncollectible accounts is made monthly and subject to approval of the
board of commissioners expensed at the end of each month. The change in the
Allowance is determined at the end of the year by evaluating the facts and
circumstances of each account included in accounts receivable. On the financial
statements, the receivables are presented in a net format after deducting the current
allowance amount.

Inventories

The “Inventories” account includes any material dollar amount of rental property
components on hand and not installed at a particular property as of the date of the
Statement of Net Assets. Generally, components are ordered as needed for specific
repairs and not maintained as inventory. Inventory is valued at cost and is valued using
the “first in first out” (FIFO) method which approximates the market value.

Assets Held for Resale

Assets Held for Resale consists of real properties held by the SHARE Home
Ownership and Section 8 Home Ownership programs. These programs are assisting
low-income families in obtaining homeownership counseling, down payment and
closing cost assistance, and help in purchasing and rehabilitating existing housing
stock. The Authority takes title and inventories these properties during the
rehabilitation phase of the program. These assets are valued at cost and tracked by
specific asset.
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Loans Receivable

Loans Receivable represents loans of grant proceeds for down payment assistance or
mortgage financing in our home ownership programs. The loans are deferred for
thirty years and do not accrue interest. These loans are expected to be repaid by the
loan recipients at the sooner of the end of the thirty year period or upon the sale or
disposition of the home. These are classified as non-current because they are not
expected to be repaid within one year. Because the loans receivable are secured by
liens against real property there is generally no need to estimate uncollectible loans
receivable. Of the $120,000 balance, $60,000 is due in 2039 and $60,000 is due in
2040.

Restricted Assets

In accordance with bond resolutions and federal contracts (and certain related
agreements) separate restricted accounts are required to be established. The assets held
in these accounts are restricted for specific uses, including debt service, maintenance
of assets and other special reserve requirements. As titled in the Statement of Net
Assets, restricted resources currently include the following:

“Tenant security deposits” of $101,903 are held in trust for tenants of the
Longview Housing Authority. In accordance with the Washington State
Landlord Tenant law the Authority holds these funds in a segregated bank
account. The funds are returned at the end of tenancy less any damage that
may occur.

“Investments” of $726,011 are held for debt service reserves. Bond covenants
entered into by the Housing Authority require portions of the debt proceeds to
be set aside.

“Other Restricted (Cash)” of $1,109,314 includes $412 thousand for excess
Housing Assistance Payment reserves, $94 thousand in escrow accounts, $483
thousand in principal and interest payment deposits and $120 thousand for
required replacement reserves.

Capital Assets

The cost of normal maintenance and repairs, which do not add to the value of the asset
or materially extend an asset’s life, is not capitalized. A purchase of equipment or a
building improvement costing $3,000 or more, which is not deemed a repair, is
recorded at historical cost and depreciated over its expected life.

Property, plant and equipment donated or sold at a bargain discounted price to the
Authority is recorded at the fair market value determined at the date of donation.
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Major outlays for capital assets and improvements are capitalized as projects are
constructed. Interest expense incurred during the construction phase is reflected in the
capitalized value of the asset constructed.

Property, plant, residential buildings, and equipment are depreciated using the straight-
line method, generally over the following estimated useful lives:

Asset Categories Years
Buildings 40
Building improvements 15
Site improvements, sidewalks, paving, etc. 20
Vehicles-autos & light trucks 5
Office equipment-non computer 6
Computer & telecommunications equipment 5
Office furnishings 10
Other equipment, carpets, appliances 12
Investments

Investments are stated at cost, which approximates fair market value. For various risks
related to the investments see Note 3 — Deposits and Investments.

Operating Revenues and Expenses

The authority reports operating revenues as defined in GASB Statement No. 9.
Operating revenues result from fees and charges from providing services in connection
with the ongoing operations of providing low income housing. Operating subsidies
and grants are reported as non-operating revenues and are presented as cash flows
from non-capital financing activities in the statement of cash flows. Operating
expenses are those expenses that are directly incurred in the operation of providing
low income housing.

Compensated Absences

Compensated absences are absences for which employees will be paid, such as
vacation leave. The authority records unpaid leave for compensated absences as an
expense and liability at year end if the compensation is guaranteed by the Authority’s
policy.

Vacation pay, which cannot be carried over past the employee’s anniversary date, is
payable upon resignation, retirement or death. Sick leave may be carried over the
years, but can only be taken for medical-related absences. Upon resignation,
retirement, or death; sick leave is lost.

Page 23



HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Notes to the Financial Statements
for the Year Ended September 30, 2010

Revenue Bonds Payable

“Current portion of Long Term Debt” includes all redemption amounts owed to bond
holders within one year from the date of the statement. Bonds are also reported herein
net of premium or discount; annual interest expense is adjusted by the amortization of
the discount. Unamortized discounts are reported as an adjustment to the Long Term
Debt reported on the Statement of Net Assets (see note 10).

As prescribed by GASB Statement No. 23, Accounting and Financial Reporting for
Refundings of Debt Reported by Proprietary Activities, the difference between the
carrying amount of redeemed defeased debt in a refunding transaction, and its
reacquisition price, is deferred and amortized over the shorter of: 1) the life of the
refunded debt, or, 2) the life of the refunding debt. During the period of amortization,
the balance of this difference is also reported as a direct reduction of (or addition to)
the amount of refunding debt reported on the Statement of Net Assets. Amortization
expense includes the amortized refunding loss and the annual amortization amount of
the debt issuance costs.

Note 2 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

State law requires that the Authority maintain occupancy at specified percentages of low
income families. State law also requires the Authority to deposit all of its funds with banking
institutions in accordance with the terms of the State of Washington Public Deposit Protection

Act.

The Authority is in compliance with state law with respect to the percentage of low income
families served and the Authority makes all investments pursuant to the requirements of
Washington State law in Chapter 39.58 RCW and the investment policies it has adopted.

Note 3 — DEPOSITS, INVESTMENTS AND ASSETS HELD FOR RESALE

a.

Deposits

The Authority’s deposits and certificates of deposit are entirely covered by the Federal
Depository Insurance Commission (FDIC) or by collateral held in a multiple financial
institution collateral pool administered by the Washington Public Deposit Protection
Commission (PDPC). It is the policy of the Authority, when making deposits or
investing in bank market rate savings or certificates of deposit, to use banks which are
qualified public depositories as designated by the Washington Public Deposit
Protection Commission (PDPC) pursuant to RCW 39.58. The WPDPC is a risk
sharing pool whereby member banks that are designated as “qualified public
depositories”, mutually insure public deposits against loss. As a result, the FDIC or
WPDPC insures all demand deposits and bank balances of the Authority against loss.
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b. Investments

Available excess cash or demand deposits of the Authority are invested in accordance
with RCW 35.82.070(6) and the Authority’s policies. Investments consist of deposits
with qualified pubic depositories, obligations of the U.S. Treasury and agencies,
banker’s acceptances, commercial paper, and repurchase agreements. All restricted
cash and investments held in bond trust accounts are invested in accordance with the
provisions of the various trust indentures. Certain investments may meet the criteria of
cash and cash equivalents, but are treated as investments by the Authority because of
their intended long term use.

~ Asof year ended September 30, 2010 investments consisted of the following:

Investment Value
Washington Local Govt Investment Pool $ 78
U.S. Treasury Money Market 112,855
U.S. Treasuries 613,078
Total $ 726,011

Interest Rate Risk — The Authority’s investment policy does not limit investment
maturities as a means of managing its exposure to fair value losses arising from
increasing interest rates.

Credit Risk — As noted above, state law limits the types of investments that can be made
by the Authority to those identified in RCW 35.82.070(6).

Concentration of Credit Risk — The Authority places no limit on the amount that can
be invested in any one investment.

Custodial Credit Risk — is the risk that in event of a failure of the counterparty to an
investment transaction the Authority would not be able to recover the value of the
investment of collateral securities. None of the Authority’s cash accounts or
investments are exposed to custodial credit risk since all funds are either entirely
covered by FDIC insurance, the Washington Public Deposit Protection Act or consists
of investment in U.S. Treasury obligations or repurchase agreements secured by U.S.
Treasury obligations.

Note 4 - ASSETS HELD FOR RESALE

Real assets are routinely held by the Authority as the result of home ownership activities.
Assets held for resale activity for the year ended September 30, 2010 was as follows:
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Beginning Ending
Project Balance Additions Sales Balance
1 $ 149953 $ 3264 $ 153,217 $§ -
2 - 300 - 300
3 - 480 480 -
4 196,463 3,739 200,202 -
5 300 300

$ 346416 $ 8,083 $§ 353,899 $§ 600

Note 5 - CAPITAL ASSETS

Major expenses ($3,000 or more and a useful life of one year or more) for capital assets,
including capital leases, and major repairs that increase useful lives are capitalized.
Maintenance, repairs, and minor renewals are accounted for as expenses when incurred.

All capital assets are valued at historical cost or estimated historical cost, where historical cost
is not known. Donations are recorded at the fair market value as determined by appraisal.
Construction in progress is decreased when the construction is completed and the asset is
placed in service. The decrease is equal to the increase in the class of assets that have been
constructed.

The Housing Authority has acquired certain assets with funding provided by federal financial
assistance programs. Depending on the terms of the agreements involved, the federal
government could retain an equity interest in these assets. However, the Housing Authority
has sufficient legal interest to accomplish the purposes for which the assets were acquired.
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Capital asset activity for the year ended September 30, 2010 was as follows:

Beginning Ending
Balance 10/01/09 Increase Decrease Balance 9/30/10

Capital assets not being depreciated: ’

Ltand $ 1,558,896 § - 3 30,116 $ 1,528,780

Construction in progress - 46,584 - 46,584
Total capital assets not being depreciated 1,558,896 46,584 30,116 1,575,364
Capital assets being depreciated:

Buildings/improvements 16,968,277 37 - 16,968,314

Furniture, Equipment & Machinery - Dwellings 14,301 - - 14,301

Furniture, Equipment & Machinery - Administration 229,854 - 5,026 224,828

Leasehold Improvements 2,727,052 1 - 2,727,053
Total capital assets being depreciated 19,939,484 38 5,026 19,934 496
Less total accumulated depreciation (4,841,387) . . (574,211) (167,000) . {5,248,598)
Total capital assets being depreciated, net . 15,098,097 574,173) (161,974) 14,685,898
Total capital assets, net $. 16,656,993 % (627,589) $ (131,858) $ 16,261,262

The original cost of operating property retired or otherwise deposed of and the cost of
installation, less salvage, is charged to accumulated depreciation. If the cost of a component
being replaced is un-segregated from the parent asset the cost of the replacement asset,
installation, less salvage is charged against accumulated depreciation and no gain or loss is
recognized. However, in the case of the sale of a significant operating unit or system, the
original cost is removed from the capital asset accounts, accumulated depreciation is charged
with the accumulated depreciation related to the property sold, and the net gain or loss on
disposition is credited or charged to income.

Note 6 — AREAS OF OPERATIONS

When the City of Longview created the Authority, the Authority was authorized to operate
within the limits of the City of Longview. Subsequently the Authority contracted with HUD to
manage the Housing Choice Vouchers in Lewis County, Pacific County and Cowlitz County
(excluding the cities of Kelso and Kalama). The Authority also has inter-local agreements with
Castle Rock, Cathlament, Kalama, Kelso, Wahkiakum County, Winlock and Woodland to
provide housing services in those communities.

The Authority also provides some management services though contract to the Joint Pacific
County Housing Authority and the Mason County Housing Authority

Note 7— SHORT TERM DEBT

Short term activities for the year ended September 30, 2010 were as follows:
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Beginning Ending

Balance Balance
Debt 10/1/2009 Issued Redeemed 9/30/2009 Purpose
Line of Credit $ 209,092 $ - $ 209,092 $ - Purchase/Sale of Share Home

Note 8 - LEASE COMMITMENTS

a. Operating Lease(s)

The Authority is committed under various leases for use of the Sylvester apartments,
copiers and postage equipment. These leases are considered operating leases for
accounting purposes. Lease expenses for the year ended September 30, 2010
amounted to $12,402.

Future minimum rental commitments for these leases are as follows:

Fiscal Minimum
Year Lease

Ended  Commitment
2011 12,141
2012 9,402
2013 9,153
2014 6,828
2015 1,110
2016-2048 16,500
3 55,134

b. Capital Lease(s)

The Authority has not entered into any lease agreements which qualify as capital leases
for accounting purposes.

Note 9 - PAYABLES FROM RESTRICTED ASSETS

“Client deposits payable” includes security deposits held pursuant to residential rental
agreements. They are included, while not all will be payable in current period, because they
are payable from the “Cash-client deposits™ account listed under restricted assets.

“Bond interest payable” and “Revenue bonds payable-current” include accrued bond debt

service amounts, held by trustee, until the next bond payment date. These amounts are
payable from cash or investments held in bond covenant accounts.
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Note 10 - LONG TERM DEBT AND LIABILITIES
a. Revenue Bonds:

The Authority issues revenue bonds to finance the acquisition or construction of low-
income housing units. Bonded indebtedness has also been entered into to advance
refund several revenue bond issues. The revenue bonds are being repaid by the
Authority’s revenues.

Governmental GAAP for Proprietary Funds requires that Original Issue Discount
(OID) be carried as an adjustment to the bond debt owing and amortized over the life
of the bonds, which is 30 years. The amount amortized each year is added to interest
expense. The unamortized bond discount amounts as of 9/30/10 were as follows

Balance 9/30/10 FY2010
Project of Bond Discount ~ Amortization
OID- Stratford 1996 Issue $10,853 $696
OID- Pooled 1998 Issue $93,194 $5,177

The revenue bonds currently outstanding are as follows:

Original Issue Fiscal Year| Interest Amount

Purpose Amount Date Maturity Rafe Outstanding
Acquire Hawthorne House apariments. | $ 940,000 | October 12, 1995 2026 7.50% |$ 695000
Stratford Apartments advance refunding
of 1990 bond issue and to fund 6.00% to
improvements and debt setvice reserve. 530,000 May 1, 1996 2026 6.60% 400,000
Acquire Mint Place Apartments, advance
refund 1992 bond issue, fund
improvements and a debt setvice
reserve. 9,090,000 | October 1, 1998 2029 5.13% 7,155,000

Total $ 10,560,000 $ 8,250,000

Revenue bond debt service requirements to maturity are as follows:

Year Ending Required

9/30/xxxX Principal Interest Debt Service
2011 $ 265,000 $ 458,658 $ 723,658
2012 280,000 444,343 724,343
2013 295,000 429,248 724,248
2014 315,000 413,308 728,308
2015 335,000 395,794 730,794
2016-2020 1,950,000 1,679,672 3,629,672
2021-2025 2,595,000 1,075,234 3,670,234
2026-2031 2,215,000 308,198 2,523,198
8,250,000 $ 5,204,455 % 13,454,455
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There is $726,012 shown in restricted investments of the Authority. This investment
represents debt service reserve requirements as contained in the various indentures.

Real Estate Mortgages

The Authority has long term loans which may be secured by capital assets. These
loans were used to acquire capital assets that provide low income housing. In addition,
in fiscal year 2003 the Authority entered into a loan to renovate office space and the
1201 commercial rental space. This loan is not secured against any real property.
Loans and notes are being repaid from revenues generated by the Authority.

Fiscal Year | Interest Amount
Purpose Original Amount| Issue Date | Maturity Rate Outstanding
Renovate Administrative Office and Commercial
Space 285000 | 10/24/2002 2012 6.50%{ $ 192,920
Purchase Hemlock (4 plex) 85,500 4/6/2001 2031 8.25% 76,111
Refinance Harmony House 55637 9/4/2009 2028 6.50% 53,944
Acquire single family residence 27 461 8/14/2008 2023 4.50% 25,102
Acquire land and construct 17 unifs of eldery
housing* 850,500 8/11/1998 2048 1.00% 958,365
Acquire land and construct 17 units of elderly
housing 250,000 4/30/1998 2014 2.00% 65,947
Acquire land and construct 17 units of elderly
housing 188,691 3/4/1998 2028 3.25% 158,143
Purchase 61 units of senior housing 1,438,736 10/12/1995 2035 1.00% 1,283,069
Purchase 39 units of elderly/disabled housing 1,238,636 8/1/1995 2031 1.00% 983,116
Finance leasehold improvements for Sylvester
Amms apartments 1,503,567 1/9/1994 2029 1.00% 1,503,567
493016 | 10/25/2005 2045 0.00% 493,016
Purchase 16 units of family housing 99,743 1/19/2006 2036 1.00% 96,040
242 569 1/19/2006 2036 1.00% 233,555
555,032 10/25/2005 2045 0.00% 555,009
Purchase 35 units of family housing 360,748 1/19/2006 2036 1.00% 347,355
571,735 1/19/2006 2036 1.00% 550,509
Construction of 20 units of assisted housing 1,775,000 6/30/2008 2059 0.00% 1,775,000
$ 10,021,571 $ 9,350,768

* The table reflects $107,865 of accrued interest at the end of 9/30/2010.

Mortgage debt service requirements to maturity are as follows:
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Year Ending Required
9/30/xxxx Principal® Interest  Debt Service
2011 $ 322484 § 286,420 $ 608,904
2012 135,645 274,283 409,928
2013 142,147 267,879 410,026
2014 139,324 260,869 400,193
2015 162,124 256,426 418,550
2016-2020 900,515 1,140,249 2,040,764
2021-2025 1,054,127 877,912 1,932,039
2026-2030 1,037,152 606,875 1,644,027
2031-2035 1,097,039 357,462 1,454,501
2036-2040 690,772 173,666 864,438
2041-2045 729,215 73,377 802,592
2046-2050 1,233,449 4,303 1,237,752
2051-2055 - - -
2056-2060 1,775,000 - 1,775,000

$ 9,418,993 §$ 4,579,721 § 13,998,714

* Principal includes $176,093 of accrued interest.

Changes in Long-Term Liabilities

During the year ended September 30, 2010, the following changes occurred in long-term
liabilities:

Beginning Ending Due

Balance Additions  Reductions Balance Within

10/1/2009 930/2010 One Year
Revenue Bonds Payable $ 8505000 $ - $ 255000 $ 8,250,000 $ 265,000

Less Deferred amounts for OID (109,920) - (5,873) (104,047)

Total Bonds Payable 8,395,080 - 249,127 8,145,953 265,000
Mortgages Payable 9,380,193 92,467 121,892 9,350,768 322,484
Accrued Interest 98,374 8,689 - 107,063 -
Compensated Absences 52,518 12,135 - 64,653 7,423
Total Long Term Liabilities $ 17,926,165 $ 113,201 $ 371,019 $ 17668437 $§ 594,907

Arbitrage

The Authority periodically monitors for the existence of any rebatable arbitrage interest
associated with its tax-exempt debt. The rebate is based on the difference between the
interest earnings from the investment of bond proceeds and the interest expense
associated with the debt. As of September 30, 2010 the Authority estimates that no
arbitrage rebate exists and that no liability exists.
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Note 11 - PENSION PLANS

Substantially all (authority’s) full-time and qualifying part-time employees participate in one of
the following statewide retirement systems administered by the Washington State Department of
Retirement Systems, under cost-sharing multiple-employer public employee defined benefit and
defined contribution retirement plans. The Department of Retirement Systems (DRS), a
department within the primary government of the State of Washington, issues a publicly
available comprehensive annual financial report (CAFR) that includes financial statements and
required supplementary information for each plan. The DRS CAFR may be obtained by writing
to: Department of Retirement Systems, Communications Unit, P.O. Box 48380, Olympia, WA
98504-8380. The following disclosures are made pursuant to GASB Statements No. 27,
Accounting for Pensions by State and Local Government Employers and Statement No. 50,
Pension Disclosures, an Amendment of GASB Statements No. 25 and No. 27.

Public Employees’ Retirement System (PERS) Plans 1, 2, and 3

Plan Description

PERS is a cost-sharing multiple-employer retirement system comprised of three separate plans
for membership purposes: Plans 1 and 2 are defined benefit plans and Plan 3 is a defined benefit
plan with a defined contribution component.

Membership in the system includes: elected officials; state employees; employees of the
Supreme, Appeals, and Superior courts (other than judges currently in a judicial retirement
system); employees of legislative committees; community and technical colleges, college and
university employees not participating in national higher education retirement programs; judges
of district and municipal courts; and employees of local governments.

PERS participants who joined the system by September 30, 1977 are Plan 1 members. Those
who joined on or after October 1, 1977 and by either, February 28, 2002 for state and higher
education employees, or August 31, 2002 for local government employees, are Plan 2 members
unless they exercise an option to transfer their membership to Plan 3. PERS participants joining
the system on or after March 1, 2002 for state and higher education employees, or September 1,
2002 for local government employees have the irrevocable option of choosing membership in
either PERS Plan 2 or PERS Plan 3. The option must be exercised within 90 days of
employment. An employee is reported in Plan 2 until a choice is made. Employees who fail to
choose within 90 days default to PERS Plan 3. Notwithstanding, PERS Plan 2 and Plan 3
members may opt out of plan membership if terminally ill, with less than five years fo live.

PERS defined benefit retirement benefits are financed from a combination of investment
earnings and employer and employee contributions. PERS retirement benefit provisions are
established in state statute and may be amended only by the State Legislature.

PERS Plan 1 members are vested after the completion of five years of eligible service. Plan 1
members are eligible for retirement after 30 years of service, or at the age of 60 with five years
of service, or at the age of 55 with 25 years of service. The annual benefit is two percent of the
average final compensation (AFC) per year of service, capped at 60 percent. (The AFC is based
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on the greatest compensation during any 24 eligible consecutive compensation months.) Plan 1
members who retire from inactive status prior to the age of 65 may receive actuarially reduced
benefits. The benefit is actuarially reduced to reflect the choice of a survivor option. A cost-of
living allowance (COLA) is granted at age 66 based upon years of service times the COLA
amount, increased by three percent annually. Plan 1 members may also elect to receive an
optional COLA amount that provides an automatic annual adjustment based on the Consumer
Price Index. The adjustment is capped at three percent annually. To offset the cost of this
annual adjustment, the benefit is reduced.

PERS Plan 2 members are vested after the completion of five years of eligible service. Plan 2
members may retire at the age of 65 with five years of service with an allowance of 2 percent of
the AFC per year of service. (The AFC is based on the greatest compensation during any
eligible consecutive 60-month period.) Plan 2 members who retire prior to the age of 65 receive
reduced benefits. If retirement is at age 55 or older with at least 30 years of service, a three
percent per year reduction applies; otherwise an actuarial reduction will apply. The benefit is
also actuarially reduced to reflect the choice of a survivor option. There is no cap on years of
service credit; and a cost-of-living allowance is granted (based on the Consumer Price Index),
capped at three percent annually.

Plan 3 has a dual benefit structure. Employer contributions finance a defined benefit component,
and member contributions finance a defined contribution component. The defined benefit
portion provides a benefit calculated at one percent of the AFC per year of service. (The AFC is
based on the greatest compensation during any eligible consecutive 60-month period.) Effective
June 7, 2006, Plan 3 members are vested in the defined benefit portion of their plan after ten
years of service; or after five years of service, if twelve months of that service are earned after
age 44; or after five service credit years earned in PERS Plan 2 prior to June 1, 2003. Plan 3
members are immediately vested in the defined contribution portion of their plan. Vested Plan 3
members are eligible to retire with full benefits at age 65, or they may retire at age 55 with 10
years of service. Plan 3 members who retire prior to the age of 65 receive reduced benefits. If
retirement is at age 55 or older with at least 30 years of service, a three percent per year
reduction applies; otherwise an actuarial reduction will apply. The benefit is also actuarially
reduced to reflect the choice of a survivor option. There is no cap on years of service credit, and
Plan 3 provides the same cost-of-living allowance as Plan 2.

The defined contribution portion can be distributed in accordance with an option selected by the
member, either as a lump sum or pursuant to other options authorized by the Employee

Retirement Benefits Board.

There are 1,192 participating employers in PERS. Membership in PERS consisted of the
following as of the latest actuarial valuation date for the plans of June 30, 2008:
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Retirees and Beneficiaries Receiving Benefits 73,122
Terminated Plan Members Entitled to but not yet Receiving Benefits 27,267
Active Plan Members Vested 105,212
Active Plan Members Non-vested 56,456

Funding Policy

Each biennium, the state Pension Funding Council adopts Plan 1 employer contribution rates,
Plan 2 employer and employee contribution rates, and Plan 3 employer contribution rates.
Employee contribution rates for Plan 1 are established by statute at six percent for state agencies
and local government unit employees, and at 7.5 percent for state government elected officials.
The employer and employee contribution rates for Plan 2 and the employer contribution rate for
Plan 3 are developed by the Office of the State Actuary to fully fund Plan 2 and the defined
benefit portion of Plan 3. All employers are required to contribute at the level established by the
Legislature. Under PERS Plan 3, employer contributions finance the defined benefit portion of
the plan, and member contributions finance the defined contribution portion. The Employee
Retirement Benefits Board sets Plan 3 employee contribution rates. Six rate options are
available ranging from 5 to 15 percent; two of the options are graduated rates dependent on the
employee’s age. As a result of the implementation of the Judicial Benefit Multiplier Program in
January 2007, a second tier of employer and employee rates was developed to fund, along with
investment earnings, the increased retirement benefits of those justices and judges that
participate in the program. The methods used to determine the contribution requirements are
established under state statute in accordance with Chapters 41.40 and 41.45 RCW.

The required contribution rates expressed as a percentage of current-year covered payroll, as of
September 30, 20101, were as follows:

Employer* 5.31%** 5.31%
Employee G.00%,*F#% 3 9O FE i
* The employer rates include the employer administrative expense fee currently set at 0.16%.
** The employer rate for state elected officials is 7.89% for Plan 1 and 5.31% for Plan 2 and Plan 3.
*** Plan 3 defined benefit portion only.
**+x* The employee rate for state elected officials is 7.50% for Plan 1 and 3.90% for Plan 2.
**k4k% Variable from 5.0% minimum to 15.0% maximum based on rate selected by the PERS 3 member.

1) Please contact the Department of Retirement for participating employer and current rate information.

Both the authority and the employees made the required contributions. The authority’s required
contributions for the years ended September 30 were as follows:

PRSPy HRSEE?
2010 1,623 46,332 14,160
2009 $2,293 $ 64,217 $ 20,209
2008 $ 1,879 $51,417 $ 16,291
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Note 12 - CONTINGENCIES AND LITIGATION

The Authority has recorded in its Financial Statements all material liabilities. This includes an
estimate for situations, if any, which are not yet resolved but where, based on available
information, management believes it is probable that the Housing Authority will have to make
payment. In the opinion of management, the Authority’s insurance policies are adequate to pay
all known or pending claims.

The Authority participates in a number of federal and state assisted programs. These grants are
also subject to audit by the grantors or their representatives. Such audits could result in requests
for reimbursement from our Authority for expenditures disallowed under the terms of the grants.
Housing Authority management believes that losses attributable to such disallowance, if any,
will be immaterial.

Note 13 — PRIOR PERIOD ADJUSTMENTS

The total prior period adjustment of $46,602 consists of two main transactions and several small
corrections:

1. The first adjustment of $50,000 was a recoverable second mortgage in the self help
program that was not recorded in the previous year.

2. The second adjustment was the reduction of revenues in the amount of $2,574 made by
HUD in the Mod-Rehab program after the close of the fiscal year.

3. The remainders are negative adjustments for an accumulation small errors and rounding
accumulating to $824.00.

Note 14 - SUBSEQUENT EVENTS

The Authority has requested and received approval of an Economic Development Initiative —
Special Projects grant in the amount of $489,000. The grant will be used to rehabilitate the
Stratford Apartments for use as Veterans Housing,.

The Authority has requested and received approval of a grant from Home funds from the City of
Longview in the amount of $189,950. The grant will, also, be used to rehabilitate the Stratford
Apartments for use as Veterans Housing. The Stratford Apartments occupies the top two floors
of the Stratford building and contains 20 units. The units will be set aside for eligible Veterans.

The Authority has executed a sales and purchase agreement in the amount of $1,000,000 for a
new administrative office in Longview. The new facility will house all authority administrative
and support staff as well as our Veterans support services. The sales and purchase agreement is
subject to several conditions including: .

e The simultaneous exchange or purchase of 1207 Commerce Ave. by the seller for
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$750,000;
e The Authority leases the top two floors of 1207 Commerce;
e The Authority completes planned improvements;
e The Authority obtaining adequate funding for the administrative building, and

e The Authority Board of Commissioners approval of the purchase.

The Authority and the City of Longview have revised the long term lease for the Sylvester
apartments. The Sylvester Apartments are located in the Columbia Theater building. The
changes help identify the responsibilities of the City and the Authority for care and maintenance
of the Columbia Theater building. In conjunction with the lease revisions the Authority also
agreed to pay $105,444 for repairs already completed on roof and wall of the building.

Note 15 - RISK MANAGEMENT

The Housing Authority is not facing any type of risk and has no settlements that exceeded the
insurance coverage traditionally insured with property and casualty insurance. We are unaware
of any loss exposures that may need specialized coverage traditionally excluded in property and
casualty insurance.

The Housing Authority of the City of Longview is a member of Housing Authorities Risk
Retention Pool (HARRP). Utilizing Chapter 48.62 RCW (self-insurance regulation) and chapter
39.34 (Interlocal Cooperation Act), fifty-five public housing authorities in the states of
Washington, Oregon, California originally formed HARRP in March 1987. HARRP was created
for the purpose of providing a pooling mechanism for jointly purchasing insurance, jointly self
insuring, and or jointly contracting for risk management services. HARRP is a U.S. Department
of Housing and Urban Development (HUD) approved self-insurance entity for utilization by
public housing authorities. HARRP has a total of ninety member/owner housing authorities in
the states of Washington, Oregon, California and Nevada. Thirty-six of the ninety members are
Washington public housing entities.

New Members are underwritten at their original membership and thereafier automatically renew
on an annual basis. Members may quit upon giving notice to HARRP prior to their renewal
date. Members terminating membership are not eligible to rejoin HARRP for three years.
HARRP can terminate the members after giving a sixty (60) notice prior to the renewal date.
Termination does not relieve a former member from its unresolved losses incurred during
membership.

General and Automobile Liability Coverages are written on an occurrence basis, without
member deductibles. Errors and Omissions coverage (which includes Employment Practices
Liability) is written on a claims made basis, and the members are responsible for 10% of the
incurred costs of the claims. The Property coverage offered by HARRP is on a replacement cost
basis, with deductibles ranging from $1,000 to $25,000. (Due to special underwriting
circumstances, some members may be subject to greater deductibles and E&O co-payments).

Page 36



HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Notes to the Financial Statements
for the Year Ended September 30, 2010

Fidelity coverage is also offered, with limits of $200,000 (with options up to $500,000) for
employee dishonesty, forgery or alteration and $20,000 for theft with deductibles similar to the
retention on Property.

Coverage limits for General Liability, as well as Errors and Omissions are $2,000,000 per
occurrence and $2,000,000 annual aggregate. Property limits are offered on an agreed amount,
based on each structure’s value. Limits for Automobile Liability are covered at

$1,000.000/$$1,000,000.

HARRP self insures the full layer of coverages for liability lines. There is no purchased
reinsurance above those limits. For Property, HARRP retains $2,000,000 and purchases
$63,000,000 of excess insurance from St Paul/Travelers Insurance Company for a combined total
of $65,000,000. The HARRP Board of Directors determines the limits and coverage terms, at its

sole discretion.

HARRP provides loss control and claim services with in-house staff and retained third party
contractors.

HARRP is fully funded by member assessments that are adjusted by the HARRP Board on the
basis of independent actuarial studies. These assessments cover loss, loss adjustment expenses,
excess insurance and other administrative expenses. HARRP does not have the right to assess
the membership for any shortfall in its funding. Such shortfalls are made up through future rate
adjustments.
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Notes to the Schedule of Expenditures of Federal Awards
For the year ended September 30, 2010

Note 1 — BASIS OF ACCOUNTING

This schedule is prepared on the same basis of accounting as the Authority’s
financial statements. The Authority uses the accrual basis of accounting.

Note 2 - PROGRAM COSTS

Except as noted in the next paragraph the amounts shown as current year
expenditures represent only the federal grant portion of the program costs. Entire
program costs, including the Authority’s portion, are more than shown.

The amounts shown on the schedule for the Housing Choice Voucher program
(CFDA 14.871) represent amounts expended by the Authority. Actual receipts of
the grant funds during the period were $7,450,797.

Note 3 - FEDERAL LOANS

The Authority was approved by the U. S. Department of Agriculture and the U. S.
Department of Housing and Urban Development to receive loans totaling
$5,727,167 to develop, acquire and renovate low income housing. The amount
listed includes loans proceeds received and the outstanding loan balance.

Purpose Orginal Amount Outstanding Amount

Purchase 61 units of senior housing $ 1,438,736 $ 1,283,069
Purchase 39 units of elderly/disabled housing 1,238,636 983,116
, . : 99,743 96,040

Purchase 16 units of family housing 242,569 233,555
) . . 360,748 347,355

Purchase 35 units of family housing 571.735 550 509
Construction of 20 units of assisted housing 1,775,000 1,775,000
$ 5,727,167 $ 5,268,644

Note 4 — AMOUNTS AWARDED TO SUBRECIPIENTS
Included in the total amount expended for this program (CFDA 14.241) is

$74,124 that was passed through to sub recipients that administered their own
projects.
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