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Report on Financial Statements and Federal Single Audit

Please find attached our report on Longview Housing Authority’s financial statements and compliance
with federal laws and regulations.

We are issuing this report in order to provide information on the Housing Authority's financial condition.

in addition to this work, we look at other areas of our audit client's operations for compliance with state
laws and regulations. The results of that audit will be included in a separately issued accountability
report.

Sincerely,

BRIAN SONNTAG, CGFM
STATE AUDITOR
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Federal Summary

Longview Housing Authority
Cowlitz County
October 1, 2004 through September 30, 2005

The results of our audit of Longview Housing Authority are summarized below in accordance with U.S.
Office of Management and Budget Circular A-133.

L

An unqualified opinion was issued on the Housing Authority's financial statements.

We neoied no instances of noncomgpliance that were material to the financial statements of the
Housing Authority.

We issued an unqualified opinion on the Housing Authority’'s compliance with requirements
applicable to its major federal program.

We reported no findings which are required to be disclosed under OMB Circular A-133.

We noted in our Independent Auditor's Report on Financial Statements that the Schedule of
Expenditures of Federal Awards was fairly presented.

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
OMB Circular A-133, was $300,000.

The Housing Authority qualified as a low-risk auditee under OMB Circular A-133,

The following was a major program during the pericd under audit:

CFDA No. Program Tifle

14.871 Section 8 Housing Choice Vouchers

Washington State Audifor's Office
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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

Longview Housing Authority
Cowlitz County
October 1, 2004 through September 30, 2005

Board of Commissioners
Longview Housing Authority
Longview, Washington

We have audited the basic financial statements of Longview Housing Authority, Cowlitz County,
Washington, as of and for the year ended September 30, 2005, and have issued our repart thereon dated
June 5, 2006. During the year ended September 30, 2005, the Housing Authority implemented
Governmental Accounting Standards Board 40, Deposit and Investment Risk Disclosures.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the 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’s internal controt over financial
reporting in order to determine our auditing procedures for the purpose of expressing our opinion on the
financial statements and not fo provide an opinion on the internal control over financial reporting.

Cur consideration of the internal control over financial reporting would not necessarily disclose alt matters
in the internal confrol that might be material weaknesses. A material weakness is a reportable condition
in which the design or opegration of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that would be material
in relation to the financial statements being audited may occur and not be detected within a timely period
by employees in the normal course of performing their assigned functions. We noted no matters involving
internal control over financial reporting and its operation that we consider to be material weaknesses.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Housing Authority's financial statements are
free of material misstatement, we performed tesfs of the Housing Authority’'s compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, the objective of
our audit of the financial statements was not to provide an opinicn on overall compliance with these
provisions. 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 herein under Government Auditing Standards.

Washingion State Auditor's Office
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This report is intended for the information and use of management, the Board of Commissioners, federal
awarding agencies and pass-through entities. However, this report is 2 matter of public record and its
distribution is not limited. 1 also serves to disseminate information to the public as a reporting tool to help
citizens assess government operations.

BRIAN SONNTAG, CGFM
STATE AUDITOR

June 5, 2006

Washington Stale Auditor's Office
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Independent Auditor’s Report en Compliance
with Requirements Applicable to its Major
Program and Internal Control over Compliance
in Accordance with OMB Circular A-133

Longview Housing Authority
Cowlitz County
October 1, 2004 through September 30, 2005

Board of Commissioners
Longview Housing Authority
Longview, Washington

COMPLIANCE

We have audited the compliance of Longview Housing Authority, Cowlitz County, Washingten, 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 its major federal program for the year
ended September 30, 2005. The Housing Authority’s major federal program is identified in the Federal
Summary. Compliance with the requirements of laws, regulations, contracts and grants applicable to its
major federal program is the responsibility of the Housing Authority's management. Our responsibility is
to express an opinion on the Housing 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 the financial audits contained in Government
Auditing Standards, issued by the Comptroiler 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 fo above that could have a direct and
material effect on a major federal program cccurred. An audit includes examining, on a test basis,
evidence about the Housing Authority’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances. We believe that our audit provides a
reasonable basis for our opinion. Qur audit does not provide a legal determination on the Housing
Authority's compliance with those requirements.

in our opinion, the Housing Authority complied, in all material respects, with the requirements referred to
above that are applicable to its major federal program for the year ended September 30, 2005.

INTERNAL CONTROL OVER COMPLIANCE

The management of the Housing Authority is responsible for establishing and maintaining effective
internal control over compliance with requirements of laws, regulations, contracts and grants applicable to
federal programs. In planning and performing our audit, we considered the Housing 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 fo test and report on internal control over compliance in accordance with OMB Circular
A-133.

Washington State Auditor's Office
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Cur consideration of the infernal control aver compliance would not necessarily disclose all matters in the
internal control that might be material weaknesses. A material weakness is a condition in which the
design or operation of one or more of the internal control components does not reduce to a relatively low
level the risk that noncompiiance with applicable requirements of laws, regulations, contracts and grants
caused by error or fraud that would be material in relation to a major federal program being audited may
occur and not be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the internal control over compiiance and its operation
that we consider to be material weaknesses.

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

BRIAN SONNTAG, CGFM
STATE AUDITOR

June 5, 2006

Washington State Auditor's Office
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Independent Auditor’s Report on Financial
Statements

Longview Housing Authority
Cowlitz County
October 1, 2004 through September 30, 2005

Board of Commissioners
Longview Housing Authority
Longview, Washington

We have audited the accompanying basic financial statements of Longview Housing Authority, Cowlitz
County, Washington, as of and for the year ended September 30, 2005, as listed on page 8. These
financial statements are the responsibility of the Housing 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 Comptrofler General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial
statement presentation. We believe that our audit provides a reascnable basis for our opinion.

In our opinion, the financial statements referred fo above present fairly, in all material respects, the
financial position of Longview Housing Authority, as of September 30, 2005, and the changes in financial
position and cash fiows, where applicable, thereof, for the year then ended, in conformity with accounting
principles generally accepted in the United States of America.

As described in Note 1, during the year ended September 30, 2005, the Housing Authority implemented
Governmental Accounfing Standards Board Statement 40, Deposit and Investment Risk Disclosures.

in accordance with Government Auditing Standards, we have also issued our report on our consideration
of the Housing Authority’s internal control over financial reporting and on our tests of its compliance with
certain provisions of iaws, 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 fo 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 cansidered in assessing the results of our audit.

The management’s discussion and analysis on pages 9 through 13 is not a required part of the basic
financial statements but is supplementary information required by the Governmental Accounting
Standards Board. We have applied certain limited procedures, which consisted principally of inquiries 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.

Our audit was performed for the purpose of forming opinicns on the financiat statements that collectively
comprise the Housing Authority's basic financial statements. The accompanying Schedule of
Expenditures of Federal Awards is presented for purposes of additional analysis as required by U.S.

Washingten State Auditer's Office
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Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. The accompanying Financial Data Schedule is supplemental information required by
HUD. These schedules are not a required part of the basic financiai statements. Such information has
heen 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.

b

BRIAN SONNTAG, CGFM
STATE AUDITOR

June 8§, 2006

Washington State Auditor's Office
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Financiai Section

Longview Housing Authority
Cowlitz County
October 1, 2004 through September 30, 2005

REQUIRED SUPPLEMENTAL INFORMATION

Management's Discussion and Analysis — 2005

BASIC FINANCIAL STATEMENTS

Statement of Net Assets — 2005

Statement of Revenues, Expenses and Changes in Fund Net Assets — 2005
Statement of Cash Flows — 2005
Notes {o the Financial Statements - 2005

SUPPLEMENTAL INFORMATION

Schedule of Expenditures of Federal Awards — 2005
Notes to the Schedule of Expenditures of Federal Awards — 2005
Financial Data Scheduie — 2005
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion And Analysis
September 30, 2005

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

¢ Cash and cash equivalents increased by $142 thousand (8.3%) during 2005. Total cash and
equivalents at year end were $1.85 million.

o The Authority’s net assets decreased by $93,296 (26%) during 2005. The Authority provides
affordable housing to the public. To maintain affordability the Authority does not recover
depreciation costs or property taxes through rents. Accounting standards, however, require
the Authority to record depreciation. In the opinion of management, depreciation of real
estate is not a frue economic decrease in the value of the assets. The recording of the non-

-cash expense depreciation has accumulated to approximately $3.3 million. The Authority
maintains a positive cash flow (see bullet above) and a positive equity basis when
accumulated depreciation has been taken into account. Net Assets were ($459) thousand and
{$366) thousand for 2005 and 2004 respectively.

¢ The Authority maintained average occupancy levels of 97% across the rental projects.

e The Authority revenues increased by $180 thousand (2%) during 2005. Revenues were
$8.07 million and $7.91 million for 2005 and 2004 respectively.

¢ The total expenses of all Authority programs increased by $87 thousand (or 1%). Total
expenses were $8.18 million and $8.09 million for 2005 and 2004 respectively.

Authority Wide Financial Statements

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 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 presented in order of liquidity, and 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:

Washington State Auditor's Office
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion And Analysis
September 30, 2003

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 simifar 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 Authority 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.

Condensed Comparative Financial Information

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

Statement of Net Assets 9/30/2005 9/30/2004
Current and Other Assets 1,181,979 907 157
Long Term and Capital Assets 14,004 320 14,481 837
Total Assets 3 15,276,299 3% 15,028,589
Current and Other Liabilities 1,222,382 977,057
Long-term Liabilities 14,512,740 14,787 464
Total Liabilities 15,735,122 15,764,521
Invested in Capital Assets, Net of Related Debt (2,073,303} {1,971,242)
Restricted 1,250,272 1,244,152
Unrestricted 364,208 361,563
Total Net Assets 3 {458,823) § (365,527}

! For more detailed information see the Statement of Net Assets.

Washington State Auditor's Office
10



HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion And Analysis
September 30, 2005

The Authority’s unrestricted current assets exceed current liabilities (payable from unrestricted
assets) by $87 thousand, for a current ratio of 1.22. The current ratio is a measure of the ability to
pay debis as they become due.

The Housing Authority had $691,754 thousand in cash, investments and inventory that were
restricted in use by various bond trust indentures and loan commitments. These assets may only be
used only for bond debt service, capital replacements, or property improvements. This amount
increased by $155 thousand (23%) from a balance of $537 thousand at the beginning of the fiscal
year. A significant part of this increase results from the additional investments in property for the
Share home ownership program.

The Authority’s net assets decreased by $93 thousand, a negative trend continuing for the past five
years since the implementation of full accrual GAAP accounting at the direction of the Department
of Housing and Urban Development. Prior to that time, depreciation was not booked under HUD
accounting rules. Since the change to GAAP, depreciation has been charged against all capital
assets equal to what would have been charged if they had been depreciated from the beginning of
their period of use. The Housing Authority’s capital assets are 99% real estate, buildings and
improvements to those buildings that are used to rent to low-income tenants, To maintain
affordability the Authority does not recover depreciation costs or property taxes through rents. It is
the opinion of management that depreciation of real estate does not correctly portray the economic
result of holding this real estate. The properties of the Authority are maintained and improved
through its operating budget and with the use of other capital improvement funds available to it
Additionally, real estate is subject to appreciation, based on market conditions, but historical cost is
carried on the books of the Authority and subject to depreciation, so any appreciation is not captured
in the financial statements.

The allocation of the Net Assets within the three classifications, “invested in capital assets”,
“restricted”, and “unrestricted” better explain the affect of depreciating real estate that is subject to
long-term financing agreements. The amount of equity “invested in capital assets, net of related
debt” is ($2,073,303) at the end of the year. This is computed by adding the value of the capital
assets, net of depreciation charges, $12,720,030 less the debt owed on the assets $14,793,333. While
accumulated depreciation increased by $410 thousand in 2005, the negative value of net capital
assets was increased by only $93,296 for the same time period. The difference of approximately
$317 thousand represents a non-cash expense and a cash savings. However, the Authority
management still believes that the depreciation charges do not equate to an economic foss of value.

Washington State Auditor's Office
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion And Analysis
September 30, 2005

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

Statements of Revenues, Expenses,

And Changes in Fund Net Assets 9/30/2005 9/30/2004
Operating Revenues
Tenant & rental revenues 3 1,621,510 $§ 1,575,511
Rewvenues from sale of assets held for sale 227,611 -
Less cost of assets held for sale (227,348) -
Other operating revenues 68,373 51,235
Total Operating Revenues 1,690,148 1,626,746
Operating Expenses 7,374,386 7,305,190
Non-operating Revenues and {Expenses) 5,550,942 5,492, 887
Change in Net Assets $ {93,296} §  (185,557)

The Housing Authority’s total operating revenue increased approximately 4%. Rental income
increased 3% due to rent increases and better occupancy performance over the fiscal year. Grants
revenues in the Non-operating Revenues and (Expenses) increased by 1%. The modest growth in
grant income can be attributed to the lack of any additional funding from the federal government for
the Housing Choice Voucher and other programs.

Operating expenses remained consistent with last year. There was a modest increase of $69
thousand. Depreciation and amortization expense increased 2% over the previous year.

Capital Asset and Long-Term Debt Administration

As of the year end, the Authority had $12.7 million invested in a variety of capital assets as reflected
in the following schedule, which represents a net decrease of $363 thousand from the end of last
year. The following table also summarizes the changes in capital assets between fiscal years 2005
and 2004:

2005 2004 Net Change

Land $ 1,114,598 $ 1,114,588 % -
Buildings, improvements & fixtures 14,989,577 11,933,115 56,462
{.easehold improvements 2,708,413 2,708,413 -
Machinery, vehicles, & equipment 177,853 185,556 {7,703)
Construction in progress - 1,184 (1,164
Less accumulated depreciation (3,270,411) (2,860,285) (410,126)
Total capital assets (net) s 12,720,030 "% 13,082,561 § (362,531}

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.

? For more detailed information see the Statement of Revenues, Expenses and Changes in Net Assets.

Washington State Auditor's Office
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Management’s Discussion And Analysis
September 30, 2005

At September 30, 2005, the total liabilities reported by the Authority are $15.8 million of which
$14.5 million are classified as long-term and $1.2 million are current liabilities. Of the current
liabilities $819 thousand are payable from restricted assets and $403 thousand are payable from
unrestricted assets.

Payments of $260 thousand were made on outstanding bonds and loans during the year.
Other Potentially Significant Matters

The Authority has issued two purchase and sale agreements. The first purchase and sales agreement
is for a 16 unit senior housing complex in Kalama, Washington. The second purchase and sales
agreement is for a 35 unit senior housing complex in Castle Rock, Washington.. The properties are
subsidized through the USDA Rural Development 515 program so that a tenant’s rent is limited to
30% of their income with Rural Development making up the balance needed to pay operating
expenses. Two of three sources needed to finance the purchase have been secured and the Authority
believes the actual purchase will occur before the close of fiscal year 2006.

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 Tom
Drake, CFE, CPA, Finance Director for 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.

\Washington State Auditor's Office
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Housing Authority of the City of Longview
Statement of Net Assets
For the Year Ended Sepiember 30, 2005

Assets
Current Assets:
Cash and cash equivalents $ 348,775
Receivables- private (net of atlowance) 64,092
Receivables- intergovermmental 73,508
Inventories 602
Prepaid expenses 5,248
Restricted Assets:
Cash- client depaosits 162,405
Cash- restricted replacement accounts 142 826
Invested restricted replacement accounts 103,992
Assets held for sale 282,531
Total restricted assets 691,754
Fotal Current Assets 1,181,979
Non-Current assets:
Deferred charges 177,081
Restricted Assets:
Cash- bond covenant accts 1,197,208
Capital Assets:
Land 1,114,558
Buildings, improvements & fixiures 11,889,577
teasehold improvements 2,708,413
Machinery, vehicles, & equipment 177,853
L.ess accumulated depreciation {3,270,411)
Total capital assets (net) 12,720,030
Total long-term assets 14,094,320
TOTAL ASSETS $ 15,276,299
Liabilities
Current liabilities:
Accounts payable $ 185,735
Accrued compensated absences 35,194
Deferred credits 111,689
Current portion of LT debt 70,593
Payables from restricted assets:
Advances on assets held for sale 3,000
Notes payable on assets heid for sale 190,329
Client deposits payable 159,485
Bond interest payable 256,357
Current portion of LT debt 210,000
Total Current Liabilities 1,222,382

MNon-current liabilities:

Notes payable 5,526,746
Revenue bonds payable 9,266,587

Less current portion {280,593)

Total Iong-term liabilifies 14,512,740
TOTAL LIABIITIES $15,735,122

Net Assets

Invested in Capital Assets, Net of Related Debt (2,073,303)
Restricted for bond debt service covenants 1,250,272
Unrestricted 364,208
TOTAL NET ASSETS 5 (458,823}

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

Washingion State Auditor's Office
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Housing Authority of the City of Longview
Statements of Revenues, Expenses, And Changes in Fund Net Assets
For the Fiscal Year Ended September 30, 2005

Operating Revenues

Tenant & rental revenues $ 1,621,510

Revenues from sale of assets held for sale 227 611
Less cost of assets held for sale (227,348}

Other operating revenues 68,375
Total operating revenues 1,690,148

Operating Expenses

Employee compensation 723,973
Employee benefits & taxes 231,428
Rental property operating expenses 557,178
Administrative & office 245,576
Direct tenant services provided 23,304
insurance premiums 46,919
Other general expenses 44,091
Depreciation expense 417,829
Housing subsidies paid- tenant based programs 5,084,000
Total operating expenses 7,374,386
Operating income{Loss} {5,684,238)
Non-Operating Revenue(Expense)
HUD housing subsidy grant revenues 5,643,083
Government operating grants 692,196
lnvesiment income 31,154
Proceeds from insurance- casualty losses 29,832
Interest expense (7569,619)
Amartization- bond issuance costs (8,630)
Casuaity losses- noncapitalized {27,418}
Trustee fees- bond issues (5,100}
Payments-in-lieu-of-taxes(PHLOT) _ {4,576)
Total non-operating revenues(expenses) 5,500,942
Change in Net Assets {93,296}
Total Net Assets - October 1, 2004 {365,527}
Total Net Assets - September 30, 2005 3 {458,823}

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

Washington State Auditor's Office
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Housing Authority of the City of Longview
Statements of Cash Flows
For the Fiscal Year Ended September 30, 2005

Cash fiows from operating activities

Recelpts from tenants $ 2,006,382
Receipts from government contracts 120,190
Payments to suppliers (6,274,212}
Payments to employees (946,525)
Net cash provided by operating activities (5,094,155)
Cash flows to non-capital financing activities
Receipts from government grants 6,305,739
Paid on line-of-credit barrowing (65,000
Net cash pravided by non-capital financing activities 6,240,739
Cash fiows from capital and related financing activities
Purchase of buildings and improvements (39,188)
interest payments {759,517)
Principal payment on notes payable (66,343)
Principal payment on bonds payable {200,000)
Paid for frustee fees (5,100
Net cash used by financing activities (1,070,148}
Cash flows from investing activities
Interest received 31,194
Purchase of investments {1,587)
Principal received on note receivable 36,330
Net cash provided by investing activities 65,937
Net increase{decrease) in cash and cash equivalents 142,373
Cash and cash equivalents, beginning of year 1,706,842
Cash and cash equivalents, end of year $1,849.215

Reconciliation of Operating Income({L.oss) to Net Cash
Provided(Used} By Operating Activities

Net operating income $ (5,684,238)
Adjustments to reconcile net operating
Depreciation expense 417,829
Change in assets and liabilities:
Cash fiows (fo)from casualty losses 2,414
Cash fiows to PILOT payments (4,575)
Change in assets and liabilities:
(Increase)decrease in accounts receivable(net) 85,417
Increase in deferred revenues 56,417
(increase)decrease in prepaid expense (1,163)
(increase)decrease in inventories 733
Increase(decrease) in tenant deposits on hand {7,208)
(Increase)decrease in assets held for sale {70,794}
Increase(decrease) in accounts payable 102,140
Increase(decrease) in accrued compensated absences 8,874
increase(decrease) in PILOT payable -
Total adjustments 580,083
Net cash provided by operating activities b {5,094,155)

The notes to financial statements are an integral part of this statement.
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HOUSING AUTHORITY OF THE CITY OF LONGVIEW
Notes to the Financial Statements
For the Year Ended September 30, 2005

Note I - 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 (including identification of those policies which
result in material departures from generally accepted accounting principles):

This year is the first year the authority has implemented GASB Statement 40 Deposit and
Investment Risk.

a. Reporting Entity

The Housing Authority of the City of Longview 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. It is governed by a six member board appointed by the
Mayor of the City of Longview. As required by generally accepted accounting
principles, management has considered ail potential component units in defining
the reporting entity. The Authority has no component units.

b. 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 proprictary 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 three-county area which includes Cowlitz County, Pacific County and
Wahkiakum County. These include Housing and Urban Development programs
and Department of Agriculture, Rural Housing, programs. The Authority also
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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 are also owned and managed by the Authority for the purpose of providing
affordable housing stock in our community.

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 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. The following is a reconciliation of
the beginning and ending Cash and Cash Equivalents balances from the Statement
of Cash Flows to the corresponding Balance Sheet:

Title on Statement 9/30/05 9/30/04
Of Net Assets Balance Balance
Cash & cash equivalents $346,775 $171,488
Classified as Restricted Assets:
Cash- client deposits 162,405 169,693
Cash- restricted replacements 142,826 151,629
Cash- loan proceeds - 26,101
Cash- revenue bond covenant accts 1,197,209 1.187.931
Totals $ 1,849,215  $ 1,706,842
Ending Cash - $1,849,215
Beginning Cash ($1,706.842)
Net change in cash $ 142373
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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
balance sheet. Generally, components are ordered as needed for specific repairs
and not maintained as inventory. Inventory is valued at cost.

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 Balance Sheet, restricted resources currently include the following:

“Cash - client deposits” includes Family Self-Sufficiency (FSS) escrow
accounts in the amount of $162,405. The FSS program, a sub-program of
the Section 8 Housing Choice Voucher program, includes a component
wherein the Authority is required to set-aside (escrow) amounts that HUD
pays on behalf of participants. These monies are held in an interest-
bearing account and disbursed to clients as required by HUD regulations
and local policies. Also included are security deposits paid by renters and
earnest monies paid by participants in our homeownership programs.

“Cash - restricted replacement accounts” and “Invested restricted
replacement accounts” includes monies that are set-aside annually per
loan agreements with the Department of Agriculture (Rural Development)
in the amount of $246,818. These monies can be used for improvements
or extraordinary repairs, or for temporary shortfalls in operating funds of
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the project, only with the prior approval of the Department of Agriculture.
Some of these monies are in more liquid cash equivalents, while some is
invested longer term and shown under the “Invested replacements” title.

“Cash - loan proceeds” were monies loaned by USDA in the form of
equity loans on Tulip Valley Apartments. The unspent proceeds balance
at 9/30/04 was restricted for capital work at the Tulip Valley property and
used in fiscal year 2005,

“Assets - held for sale” are single family homes purchased by the
Authority in the amount of $282,531. These homes are purchased and
renovated for sale to low income families.

Bond covenants entered into by the Housing Authority require poriions of
the debt proceeds as well as other resources to be set aside for various
purposes. These amounts, $1,197,209, are reported in “Cash- bond
covenant accounts”,

The “Payables from restricted assets” group of accounts presents the
current liabilities accrued and payable from the “Restricted cash and

equivalents” group of assets. At 9/30/2005 this balance was $819,171.

Noncurrent assets

“Note receivable- intergovernmental” included a note owed by the City of
Longview pursuant to an agreement related to a capital improvement jointly
performed on the Columbia Theatre building. The principal amount owing under
this note was paid in full during fiscal year 2605.

“Deferred charges” This line includes the remaining costs of issuance of revenue
bonds net of amortization. These amounts are amortized over the life of the issue
using the straight-line method (see note 7).

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.
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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.

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 i5
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
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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.

1. Revenue Bonds Pavable

“Revenue bonds payable-current portion™ 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 increased
by the amortization of the discount. Unamortized discounts are reported as an
adjustment to the bonds payable reported on the balance sheet (see note 7).

As prescribed by GASB Statement No. 23, Accounting and Financial Reporting
Jor 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 balance sheet.
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 AND INVESTMENTS
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
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Public Deposit Protection Commission (PDPC).

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. It is the policy
of the Authority, when making deposits or investing in bank market rate savings,
money market funds, or certificates of deposit, to use banks which are qualified
public depositories as designated by the Washington Public Deposit Protection
Commission (WPDPC) 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.

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.

All investments amounts are recorded at fair value. Investments included in the
financial statements of the Authority as of September 30, 2005 and 2004
respectively consist of the following:

Asset Classification on Financial Statemenis 2005 2006

Invested restricted replacement accounts $ 103,992 % 102,405

Cash- bond covenant accls 1,197,208 1,187,931
3 1,301,201 § 1,280,336

All investments are insured or registered or are securities held by the Authority or

the -Authority’s agent. - SGovernment treasury and agency securities ~with-—- o

maturities exceeding three months at time of purchase are reported at fair value on
the balance sheet and the net increase or decrease in fair value of those
investments is reported as part of the investment income.
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The Authority held the following investments as of the year ended September 30,

2005:

Investments Value
Certificate of Deposit 3 41682
U.S. Treasuries 1,269,519

$ 1,301,201

Interest Rate Risk — The Autherity’s investment policy does notf 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,

Note 4 - 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/or estimated market value for donated assets. Donations by developers
and customers are recorded at the fair market value or appraisal value. 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, 2005 was as follows:

Beginning Ending
Balance 10/01/04 Increase Decrease Balance 9/30/G5

Capital assets not being depreciated:

Land $1,114,598 $0 %0 $1,114,598

Construction in progress 1,164 - 1,164 -
Total capital assets not being depreciated 1,115,762 - 1,164 1,114,598
Capital assets being depreciated: .

Buildings/improvements 14,265,212 56,462 - 14,321,674

lL.and improvements 375,321 - - 375,321

Equipment & wehicles 166,626 - 7,703 158,923

Fumniture/fixtures 19,925 - - 19,925
Total capital assets being depreciated 14,827,084 56,462 7,703 14,875,843
Less total accumulated depreciation (2,860,285) {410,128) - (3,270,411}
Total capital assets being depreciated, net 11,966,799 (353,664) 7,703 11,605,432
TOTAL CAPITAL ASSETS, NET $ 13,082,561 § (353,664} $ 8,867 § 12,720,030

Note 5 - CONSTRUCTION IN PROGRESS
There was no construction in progress at the end of fiscal year 2005.

Note 6 - LEASE COMMITMENTS

a. Operating Lease(s)

The Authority is committed under various leases for use of copiers and postage
equipment. These leases are considered operating leases for accounting purposes.
Lease expenses for the year ended September 30, 2005 amounted to $5,465,

Future minimum rental commitments for these leases are as follows:

Fiscal Year Ended
20086 $ 2,280.00
2007 1,586.00
2008 1,596.00
Totat $ 5,472.00

b. Capital Lease(s)

The Authority has not entered into any lease agreements which qualify as capital
leases for accounting purposes.
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Note 6 - 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.

In the Voucher program, “Client deposits payable” includes Family Self-Sufficiency
(FSS) deposits held in escrow for tenants who complete that program. If they fail to
complete or withdraw from the program, their deposit is refunded to HUD through the
year-end settlement process. These deposits are payable from restricted assets also. At
the end of the current year there was also $3,000 in earnest money deposits included on
this line which was received from participants in a new homeownership program.

“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 held on bond covenant accounts,

Note 7 - LONG TERM DEBT AND LIABILITIES

Long-Term Debt

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
(currently and in prior years) to advance refund several revenue bond issues. The
revenue bonds are being repaid by the Authority’s revenues.

On the refunding issues (Stratford 1996 and Pooled 1998), the earlier issues are
legally defeased. Losses resulting from an advance refunding are carried on the
balance sheet as an adjustment to the amount of the refunding debt, amortized
over the shorter of the remaining life of the original issue or the life of the new
issue. The remaining balance of the refunding loss was fully amortized in prior
years.

Governmental GAAP for Proprietary Funds requires that Original Issue Discount
(OID)} be carried as an adiustment 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 9/30/05 were as
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follows:

Batance 9/30/05 FY2005
Project of Bond Discount Amortization
QID- Stratford 1998 [ssue $ 14,333.00 $ 69600
OID- Pooled 1998 Issue $ 119,079.00 $ 5,177.00

The revenue bonds currently outstanding are as follows:

$940,000 | 12-Oct-95 $805,000

530,000 | 1-May-96| 6.00% to 6.60% 460,000

1-Oct-98

8,135,000

507,986

210,000 717,986

215,600 497,298 712,298
225,000 485978 710,978
245,000 473,443 718,443
255,000 459,648 714,648

1,490,000 2,065,450 3,565,450
1,950,000 1,578,480 3,628,480
2,555,000 839,745 3,494,745
2,255,000 188,225 2,443,225

There is $1,197,209 in bond covenant accounts shown under restricted assets of
the Authority, These represent debt service funds and reserve requirements as
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contained in the various indentures,

b. Real Estate Morteages

The Authority has long term loans 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.
L.oans and notes are being repaid from revenues generated by the Authority.

$285,000 24.0¢ct-02 6.50% $266,239
$85,500 6-Apr-01 8.25% $81,949
$35,000 ] 21-Aug-98 8.00% $22.451
$850,500 { 11-Aug-98| 1%; repayment deferred $850,500
$250,000 | -30-Apr-98 2.00% $152,459
$1499,500 3-Apr-98 6.50% $182 388
$1,438,736 12-0ct-95 After subsidy, 1% $1,355 524
$1,238,636 1-Aug-95 After subsidy, 1% $1,111,668
$1 .503,567

The Authority is liable for notes that were entered into for the purchase of several
of the residential real properties. USDA note repayments included in the
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following schedule of all mortgage payments are the debt payment amounts net of

the interest credit subsidy committed by USDA to these projects.

Annual debt service requirements to maturity for mortgages are as follows:

300,069

75,106 224,962 300,069
94,537 220,015 314,552
§2,083 213,850 295,933
165,710 223,544 379,254
884,525 1.061,148 1,945,673
1.029.171 842,604 1,871,775
1,087,218 586,283 1,673,602
- 988,273 338,844 1,328,117
638,184 129,465 767,648
160,106 21,243 181,349
160,052 11,827 171,878
100,227 2,403 102,630

c. Changes in Long-Term Eiabilities

During the year ended September 30, 2005, the following changes occurred in long-term
liabilities:

5,600,000 300,000 9,400,000 210.000
(139,286) : (5.873) (133.413)

5.460.714 . 194 127 9,266 587 310,000

5374857 ) 54350 5.260.507 63314
378,232 - 266,239 13162

d. 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 proceceds and the interest expense
associated with the debt. As of September 30, 2005 the Authority estimates that no
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arbitrage rebate exists and that no liability exists.
Note § - PENSION PLANS

Substantially all housing authority 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 Statement No. 27, Accounting for Pensions by State and Local Government
Employers.

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
combination defined benefit/defined contribution plan. 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 fechnical colleges, college and university employees (not 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 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
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. 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,

Plan 1 retirement benefits are vested after an employee completes five years of eligible
service. Plan 1 members are eligible for retirement at any age 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 pension is 2 percent of the average final compensation per year of service, capped at
60 percent. The average final compensation is based on the greatest compensation during
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any 24 eligible consecutive compensation months. If qualified, after reaching the age of 66 a

cost-of-living allowance is granted based on years of service credit and is capped at 3 percent
annually,

Plan 2 retirement benefits are vested after an employee completes five years of eligible
service. Plan 2 members may retire at the age of 65 with five years of service, or at the age of
55 with 20 years of service, with an allowance of 2 percent of the average final compensation
per year of service. The average final compensation is based on the greatest compensation
during any eligible consecutive 60-month period. Plan 2 retirements 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
3 percent per year reduction applies; otherwise an actuarial reduction will apply. There is no
cap on years of service credit; and a cost-of-living allowance is granted (indexed to the
Seattle Consumer Price Index), capped at 3 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 1 percent of the average final
compensation per year of service. The average final compensation is based on the greatest
compensation during any eligible consecutive 60-month period. Plan 3 members become
eligible for retirement if they have: at [east ten years of service; or five years including twelve
months that were earned after age 54; or five service credit years earned in PERS Plan 2 prior
to June 1, 2003. Plan 3 retirements 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 3 percent per year reduction
applies; otherwise an actuarial reduction will apply. 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 1,169 participating employers in PERS. Membership in PERS consisted of the
following as of the latest actuarial valuation date for the plans of September 30, 2004:

Retirees and Beneficiaries Receiving Benefits 66,864
Terminated Plan Members Entitled to But Not Yet Receiving Benefits 21,031
Active Plan Members Vested 103,039
Active Plan Members Nonvested 53,217

|

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 6 percent for state
agencies and local government unit employees, and 7.5 percent for state government elected
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officers. The employer and emplovee 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. PERS Plan 3 defined contribution is a non-
contributing plan for employers, Emplovess who participate in the defined contribution
portion of PERS Plan 3 do not contribute to the defined benefit portion of PERS Plan 3. 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. 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 coniribution rates expressed as a percentage of current-year covered payroll, as of December
31, 2005, were as follows:

Employer* 244%
Employee 6.00%

* The employer rates include the employer administrative expense fee currently set at
0.19%.

** Plan 3 defined benefit portion only.

**% Variable from 5.0% minimum to 15.0% maximum based on rate selected by the
PERS 3 member.

Both the Authority and the employees made the required contributions. The Authority’s
required contributions for the years ending September 30th were as follows:

2005
2004 ¥ 523 $ 7,995 $2,091
2003 $ 485 § 7364 $1,987

Note 9 — DEFICIT RETAINED EARNINGS

The Authority is showing a deficit in the retained earnings account. Deficit retained
earnings have occurred because of significant amounts of depreciation expense,
associated with depreciating buildings, which reduce net income from operations each
year. While depreciation is mandated under GAAP, the amount of depreciation does not
necessarily reflect the actual economic cost of aging of the Authority’s real property. It
occurs in the programs that involve ownership of real estate, which include the Local
Agency programs, the Hawthorne program and the Tulip Valley program. The Retained
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Earnings balances, by Program, and the Depreciation expense for fiscal years 2005 and
2004, are as follows:

$(640,970) | $79,803 $69.442 | $(491,925)

Net Assets per Statermnents

Depreciation expense for 2005; $315,717 $7.446 $94,666 $417,829

Depreciation expense for 2004: $311,588 $8,991 $88,772 $409,351

Note 10 - CONTINGENCIES AND LITIGATION

The Housing 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 Housing 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 11 - SUBSEQUENT EVENTS

In its preservation program the Authority has purchased two apartment buildings. The
first purchase was for a 16 unit senior housing complex in Kalama, Washington. The
second purchase was for a 35 unit senior housing complex in Castle Rock, Washington..
The properties are subsidized through the USDA Rural Development 515 program so that
a tenant’s rent is limited to 30% of their income with Rural Development making up the
balance needed to pay operating expenses.

Note 12 — RISK MANAGEMENT
The Authority is 2 member of the Housing Authorities Risk Retention Pool (HARRP).

Utilizing Chapter 48.62 RCW (self-insurance regulation) and Chapter 39.34 RCW (Inter
local Cooperation Act), fifty-five public housing authorities in the states of Washington,
Oregon and California originally formed HARRP in March 1987. HARRP was created
for the purposes of providing a pooling mechanism for jointly purchasing insurance,
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jointly self insuring, and/or jointly contracting for risk management services. HARRP
currently has a total of ninety-three members, of which thirty-seven are Washington
entities.

New members originally contract for a three year term, and thereafter automatically
renew on an annual basis. Members may quit (after completion of the three year
commitment) upon giving notice to HARRP prior to their renewal date. HARRP can
terminate the members after giving a sixty (60) day 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 & 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. (Due to special underwriting circumstances,
some members may be subject to a greater E&O co-payment.) The Property coverage
offered by HARRP is on a replacement cost basis with deductibles ranging from $1,000
to $25,000. Fidelity coverage, with limits of $100,000 (with options up to $500,000) for
employee dishonesty and forgery or alteration and $10,000 for theft are also provided
with deductibles the same as for Propeity.

Coverage limits for General Liability, Errors & Omissions and Property are $3,000,000
per occurrence and $3,000,000 annual aggregate. (Some members have chosen greater
Property limits for higher valued properties.) Limits for Automobile Liability are
$2,000,000/$2,000,000. HARRP self insures $300,000 per claim, purchases reinsurance
for the remaining casualty limits and for $1,700,000 of the Property limits. The
remaining property limits are purchases from Saint Paul Travelers Insurance Company.
The HARRP Board of Directors determines the limits and coverage terms, in its sole
discretion.

HARRP provides loss control services, claim investigation and adjusting, litigation
management and defense with in-house staff and retained third party contractors.

HARRP is fully funded by member assessments that are adjusted annually by the
HARRP Board on the basis of independent actuarial studies. These assessments cover
loss, loss adjustment, reinsurance 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
Scheduie of Expendiures of Federal Awards
For the Year Ended September 30, 2008

Grantor/

Other Direct in-Direct Totat
Pass-Through Grantor CFOA identification Federal Federai Federal
Pragram Tiie Number Number Expenditures Expenditures Expanditures
Depanment of Housing & Urban Development:
SEC. B Housing Chedca Vouchers 14.871 WAODTVO $5,569,034 30 $5,569.034
SEC. 8 Moderate Rehabiiitation 14.856 WAGQTMRO0DA 74,028 0 74,029
Housing Opporiunities for People With AIDS (HOPWA) 14.241 03-42803-007 o 6,789 6,789
Homeownership Counseting Assistance Program 14,168 ¢ 36,202 36,202
HOME Tenant-based Rental Assistance: Longview-Kelso Consortium 14.239 2001ENRO04EN O a7 657 67,687
Multifamily Housing Service Coordinators 14.191 WAT9HS0004 0 55,447 55,447
Total DEPARTMENT OF HOUSING & URBAN DEVELOPMENT 5,643,063 166,005 5,809,158
Department of Agricufture:
Rural Rental Housing Loans- Tulip Valley 10.415 56-15-911012000-016 64,389 1} 64,369
Rural Rentat Housing Loans- Hawthorne House 10.418 56-51.011012000-028 71014 4] 71.014
Tolal CFDA 10.415 135403 [ 135,403
Rural Rental Assistance Payments- Tulip Vaitey 10.427 56-18-911012006-016 131,229 [4] 131,228
Rural Rental Assistance Payments- Hawthorne House 10.427 56-51-911012000-028 183,821 G 193,921
Total CFDA 10.427 ' 325,150 G 325,150
Tolal DEPARTMENT OF AGRICULTURE 480,553 460,553
TOTAL FEDERAL ASSISTANCE $6,103,616 §106.096 $5,269,711

The Accompanying notes to the Schedule of Expenditures of Federal Awards are an integral Part of this Schedute
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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, 2005

Note 1 - BASIS OF ACCOUNTING
This schedule is prepared on the same basis of accounting as the Housing Authority of the City of
Longview’s (Authority) financial statements. The Authority uses the accrual basis of accounting.

Note 2 - PROGRAM COSTS
The amounts shown as current year expenditures represent only the federal grant portion of the program
costs. Entire program costs, including the Housing Authority’s portion, are more than shown.

Note 3 - FEDERAL LOANS

The Authority was approved by US Department of Agriculture to receive loans totaling $2,467,212 to
renovate low income housing, The amount listed includes loan proceeds received during the year and the
outstanding loan balance from prior years.
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ABOUT THE STATE AUDITOR'S |

¢ *

The State Auditor's Office is established in the state's Constitution and is part of the

. executive branch of state government. The State Auditor is elected by the citizens
~ of Washington and serves four-year terms.

Our mission is to work in-cooperation with our audit clients and citizens as an advocate for
government accountability. As an elected agency, the State Auditor's Office has the independence
necessary to objectively perform audits and investigations. Our audits are designed to comply with
professional standards as well as to satisfy the reqwrements of federal; state, and focal laws.

The State Auditor's Office has 300 employees who are located around the state to deliver our
_services effectively and efficiently. Approximately 65 percent of our staff are certified public
.. accountants or hold other certifications and advanced degrees.

Our reqular audits look at financial information and compliance with state, federal and local laws on
the part of all local governments, including schools, and all state agencies, including institutions of
higher education. We also perform fraud and whistieblower investigations. In addition, we have the
authority to conduct performance audits of state agencies and local govemments

The results of our audits are widely dlstnbuted through a variety of reports, which are avaﬂable on
our Wéb site. We continue to refine our reporting efforts to ensure the results of our audits are
useful and understandable.

We take our rofe as partners in accountability seriously. We provide training and technical a55|stance ‘
to governments and have an extensive program to coordinate audit efficiency and to ensure hlgh— _
quahty audits. . S :

- State Auditor " : ‘ Brian Sonntag, CGFM
.~ Chief of Staff : ‘ _ Ted Rutt

" Chief Policy Advisor ' Jerry Pugnetti
Director of Administration Doug Cochran
Director of Audit Chuck Pfeil, CPA .
Director of Performance Audit _  Linda Long, CPA, CGFM
Director of Operations = ' - Jim Brittain, CPA
Local Government Liaison ' Milce Murphy
Communications Program Manager Mindy Chambers

 Public Records Officer _ © Mary Leider
‘Main number ‘ (360) 902-0370
Web Site | : . hittp://www.sao.wa.qov
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