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Federal Summary

Housing Authority of the County of King
July 1, 2006 through June 30, 2007

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

FINANCIAL STATEMENTS

An unqualified opinion was issued on the basic financial statements.

Internal Control Over Financial Reporting:

X Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

X Material Weaknesses: We identified no significant deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the Housing
Authority.

FEDERAL AWARDS

Internal Control Over Major Programs:

X Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

X Material Weaknesses: We identified no significant deficiencies that we consider to be material
weaknesses.

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

We reported no findings that are required to be disclosed under OMB Circular A-133.
Identification of Major Programs:
The following were major programs during the period under audit:

CFDA No. Program Title

14.195 Section 8 Cluster - Housing Assistance Payment Program - Special Allocations
14.248 Community Development Block Section 108 Loan

14.850 Public and Indian Housing

14.871 Housing Choice Vouchers

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by OMB
Circular A-133, was $2,824,072.

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

Washington State Auditor's Office
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Schedule of Prior Federal Audit Findings

Housing Authority of the County of King
July 1, 2006 through June 30, 2007

This schedule presents the status of federal findings reported in prior audit periods. The status listed
below is the representation of the Housing Authority of the County of King. The State Auditor’'s Office has
reviewed the status as presented by the Housing Authority.

Audit Period: Report Reference No: Finding Reference No: CFDA Number(s):

7/1/2005 — 6/30/2006 72353 1 14.248

Federal Program Name and Granting Agency: Pass-Through Agency Name:

CDBG Section 108 Loan Department of Housing and Urban Development
(HUD)

Finding Caption:

King County Housing Authority does not have suffici ent controls to prevent expenditure of

funds before the period of availability.

Background:

The Housing Authority received $5,281,580 in HUD Community Development Block Grant Section 108
loans (CFDA 14.248) for the Greenbridge project. This amount is a small part of the funding received
for the project, which consists of the revitalization of the Park Lake Homes Public Housing
Development in an unincorporated King County neighborhood. Total grant money expended from all
grant sources for this project was approximately $17 million during the fiscal year 2006. A portion of
that project is the relocation of the White Center Food Bank.

The loan contract with HUD includes a stipulation that the loan proceeds may not be used for
permitting or construction expenses related to the White Center Food Bank prior to January 1, 2005.
The second reimbursement request for this loan, dated August 19, 2005, included $30,195.88 in costs
related to the White Center Food Bank that occurred prior to January 1, 2005, in violation of the loan
contract.

Status of Corrective Action: (check one)

X Fully ...Partially ...No Corrective Action ...Finding is considered no
Corrected Corrected Taken longer valid

Corrective Action Taken:

Specific Corrective Action — the Housing Authority had identified the error in advance of the finding and
arranged a reversal of the expense with King County. In its next Section 108 reimbursement request
(No. 8) to King County, it reversed out the incorrect expenses with negative entries and substituted in
an equivalent amount from two fully Section 108-eligible expenses of Triad Service Electric and William
Scotsman. One permit cost incorrectly billed to Section 108 had already been partially reversed out in
reimbursement request No. 5 to account for a permit rebate received from King County’s Department
of Development and Environmental Services.

Long-Term Corrective Action - The King County Housing Authority HOPE VI Department hired a
Grants and Loans Coordinator in August 2006 who created a comprehensive revenue filing system,
both electronically and hard copy. Included for each grant source is a Funding Conditions, Schedules
and Requirements Section where key parameters of each grant source, i.e., conditions for funding and
reporting requirements, are spelled out in depth. Immediately below these parameters, in the same
section, each expense charged to the grant is listed in summary fashion such that the grant expense
can be easily and immediately compared to the grant conditions. Implementation of this new tool
requires that each grant contract be read thoroughly and carefully to identify every condition of the
grant prior to starting to charge expenses against the grant.

Washington State Auditor'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

Housing Authority of the County of King
July 1, 2006 through June 30, 2007

Board of Commissioners
Housing Authority of the County of King
Tukwila, Washington

We have audited the financial statements of the Housing Authority of the County of King, Washington, as
of and for the year ended June 30, 2007, and have issued our report thereon dated March 05, 2008. Our
report was modified to include a reference to other auditors.

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 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’s internal control over financial reporting. Accordingly, we do not express an opinion
on the effectiveness of the Housing Authority’s internal control over financial reporting.

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the Housing Authority's ability to initiate, authorize, record, process or
report financial data reliably in accordance with generally accepted accounting principles such that there
is more than a remote likelihood that a misstatement of the Housing Authority's financial statements that
is more than inconsequential will not be prevented or detected by the Housing Authority's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity’s internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily 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.

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

BRIAN SONNTAG, CGFM
STATE AUDITOR

March 5, 2008

Washington State Auditor's Office
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Independent Auditor’s Report on Compliance
with Requirements Applicable to each Major
Program and [nternal Control over Compliance
in Accordance with OMB Circular A=133

Housing Authority of the County of King
July 1, 2006 through June 30, 2007

Board of Commissioners
Housing Authority of the County of King
Tukwila, Washington

COMPLIANCE

We have audited the compliance of the Housing Authority of the County of King, Washington, 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 programs for the year
ended June 30, 2007. The Housing Authority’'s major federal programs are identified in the Federal
Summary. Compliance with the requirements of laws, regulations, contracts and grants applicable to its
major federal programs 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 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 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. Our 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 programs for the year ended June 30, 2007.

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 the 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 internal control over compliance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not
express an opinion on the effectiveness of the Housing Authority's internal control over compliance.

Washington State Auditor's Office
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A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is a more than
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in a
more than remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

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

BRIAN SONNTAG, CGFM
STATE AUDITOR

March 5, 2008

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

Housing Authority of the County of King
July 1, 2006 through June 30, 2007

Board of Commissioners
Housing Authority of the County of King
Tukwila, Washington

We have audited the accompanying financial statements of the business-type activities and the aggregate
discretely presented component units of the Housing Authority of the County of King, Washington, as of
and for the year ended June 30, 2007, which collectively comprise the Housing Authority’s basic financial
statements as listed on page 9. These financial statements are the responsibility of the Housing
Authority’'s management. Our responsibility is to express opinions on these financial statements based
on our audit. We did not audit the financial statements of the tax credit partnerships identified in Note 7,
which represent 100 percent of the assets, net assets and revenues of the aggregate discretely
presented component units of the Housing Authority. Those financial statements were audited by other
auditors whose reports there on have been furnished to us, and our opinion, insofar as it relates to the
amounts included for the tax credit partnerships, is based solely on the reports of other auditors.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and
perform the audit to obtain reasonable assurance about whether the financial statements are free of
material misstatement. The financial statements of the tax credit partnerships were not audited in
accordance with Government Auditing Standards. 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 and the reports of the other auditors
provide a reasonable basis for our opinions.

In our opinion, based on our audit and the reports of the other auditors, the financial statements referred
to above present fairly, in all material respects, the respective financial position of the business-type
activities and the aggregate discretely presented component units of the Housing Authority of the County
of King, as of June 30, 2007, and the respective changes in financial position and, where applicable, cash
flows thereof for the year then ended in conformity with accounting principles generally accepted in the
United States of America.

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 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.

The management’s discussion and analysis on pages 10 through 16 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

Washington State Auditor's Office
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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 an opinion on the financial 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.
Office of Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit
Organizations. This schedule 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.

The financial statements for The Pooled Housing Refunding Revenue Bonds - Series 1998A are also
presented for purposes of additional analysis. These statements are not a required part of the basic
financial statements. Such supplemental information has been subjected to the auditing procedures
applied in the audit of the basic financial statements and, in our opinion, is fairly presented, in all material
respects, in relation to the basic financial statements taken as a whole.

The Schedule of State and Local Financial Assistance and the Property Listing are not a required part of
the basic financial statements but are supplementary information presented for purposes of additional
analysis. Such information has not been subjected to the auditing procedures applied in the audit of the
basic financial statements and, accordingly, we express no opinion on it.

BRIAN SONNTAG, CGFM
STATE AUDITOR

March 5, 2008

Washington State Auditor's Office
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Housing Authority of the County of King
July 1, 2006 through June 30, 2007
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HOUSING AUTHORITY OF THE COUNTY OF KING

Management’'s Discussion and Analysis

This first section of the annual financial report presentssaudsion and analysis of King County
Housing Authority’'s (KCHA) financial performance duringetliscal year ended June 30, 2007. It
should be read in conjunction with the Authority’s finana&tements, which immediately follow this
section.

KCHA administers a broad range of federally and locally financeihg programs serving an area of
over 2,134 square miles, covering all of King County outsidihe cities of Seattle and Renton. The
King County Housing Authority owns or manages 8,06&8suoi housing and provides rental subsidies
to approximately 9,190 additional households. The majofiti{l@HA’s program participants have
incomes below 20% of area median income. KCHA's inventory ded?,791 units of public housing
in King County and in the city of Olympia, which lies ades of King County. In addition, KCHA
manages two public housing sites with 80 units via contract in thefC&gdro-Woolley.

The financial performance discussed in the following analysesrdrgnclude tax credit partnerships.
The tax credit partnerships, with 17 sites and 2,258 umits, owned by separate limited
partnerships/corporations with the Authority acting as gergaether/managing member. The tax
credit properties are fee managed by outside private property magvatginms with the exception of
Harrison House, Valley Park, and Egis. Because of the differgmbrate structure of the partnerships,
their operations are not carried directly on the books efAthithority. Neither these units, nor their
financial data, are included in the analysis and financial reports that follow.

FISCAL YEAR 2007 FINANCIAL HIGHLIGHTS

Total assets of the Authority exceeded total liabilities at June 30,l80$246.7 million.
Total change in net assets for the fiscal year 2007 was $48.6 million.

Operating expenses were $109 million and include $53.3omilln housing assistance
payments made to landlords, or 49% of operating expenses.

Washington State Auditor's Office
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FUND FINANCIAL STATEMENTS

The operations of the Authority consist of proprietaryd&inwhich are designed to ensure and
demonstrate compliance with external financial requirements. Theiregant focus for proprietary
fund accounting is similar to that used in the private sector.

Many of the funds maintained by the Authority are requirethbyfederal Department of Housing and
Urban Development (HUD). Others are used to enhance accountability dral. con

AUTHORITY-WIDE FINANCIAL STATEMENTS

The Authority-wide financial statements are designed to be aimtike in that all business type
activities are consolidated into columnar format, presenting totals by categtine entire Authority.

These statements includeBalance SheetThe balance sheet reports all financial and capital resources
for the Authority. The balance sheet is presented in the fommate assets equal liabilities plus “net
assets”, formerly known as equity. Assets and liabilities ezeepted in order of liquidity, and are
classified as “current” (generally, those assets convertible into cash withiear), and “non-current”.

The balance sheet presents information about the net availablé (ipm-capital) assets, net of
liabilities, for the entire Authority. Net assets are reported in three broadiGaseg

Net Assets, Invested in Capital Assets, Net of Related DEhis component of net assets consists
of all capital assets, reduced by the outstanding balances obadg,lmortgages, notes or other
borrowings that are attributable to the acquisition, construction, souement of those assets.

Restricted Net AssetsThis component of net assets consists of restricted assets,constraints
are placed on the asset by creditors (such as debt covenants)rsgrantdributors, laws,
regulations, etc net of any offsetting, associated liabilities.

Unrestricted Net AssetsThis component of net assets consists of net assets tinait doeet the
definition of “Net Assets Invested in Capital Assets, Net edhted Debt”, or “Restricted Net
Assets”.

The Authority-wide financial statements also includgtatement of Revenues, Expenses and Changes
in Net Assetgsimilar to an income statement). This statement includes opgeravenues, such as
rental income, operating expenses such as administrative, ytditidsmaintenance, and depreciation,
and non-operating revenue and expenses, such as grant revenuemeinveéscome and interest
expense. The focus of the Statement of Revenues, Expenses agd<ihadet Assets is the “Change

in Net Assets” which is similar to Net Income or Loss.

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

Washington State Auditor's Office
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FINANCIAL ANALYSIS OF THE AUTHORITY

Condensed Balance Sheet:

Table A-1 presents the Authority’so@densed Balance Shefer fiscal years 2007 and 2006. The
purpose of the statement is to provide a snapshot of thecfad condition of the Authority at a certain
point in time. Presented are the assets, liabilities, and net akt®tsAuthority at the end of the fiscal
year. Supplementary information is provided in the accompgnyotes that further explain and
support the data presented in table A-1.

Current and other assets, excluding capital assets, for the fesrabgded June 30, 2007 total $294
million and are comprised of $81.9 million in cash, cashivadgnts, and investments and $208.6
million in accounts, notes and financing lease receivables. The $76 millieasecirom the prior fiscal
year is due to a $12 million increase in cash, cash equivalentsnwsdments and a $64 million
increase in accounts, notes and financing leases receivable. Theenoreash and investments
resulted primarily from an $8.3 million line of credit draktained on behalf of, and subsequently
loaned to, the Egis Limited Partnership (LP). The increasecigivables derives from additional notes
and financing leases received from a) the Egis LP for $3@omiih exchange for 8 public housing
properties, b) the Seola Crossing LLC for $24 millionekthange for the Seola Crossing housing
development; and c) the Wiley Center Investment fund fomiigon as part of the New Market Tax
Credit transaction. This increase was offset by $12 milliopayments on notes and leases receivable
primarily from the Harrison House LLC and the Valley ParkCL{$5.3 million and $5.6 million paid
on financing leases, respectively). Additionally, a $7 millldousing Choice Voucher award was
recorded as a receivable in June. The funds were received in July.

Capital assets for the fiscal year ended June 30, 2007 are $#88. nmncluded in this category are

land and improvements, buildings and improvements, persoopény, and construction-in-progress.
The $6 million net decrease in capital assets from fiscal yedr i2C&ttributable to 1) the purchase of
$45 million additional capital assets, $40 million of whietate to Greenbridge project construction —
in-process costs, 2) $44 million of net capital assets soltisposed, and 3) $7.7 million additional

accumulated depreciation for the year. Net capital assets sold vigifigdaase through tax credit

programs totaled $38 million with $26 million soldttte Seola Crossing LLC in connection with the
Greenbridge project, $6 million sold to the Greenbridge Hation for the Wiley Center, and $6

million sold to the Egis LP for 8 public housing peofies. A total of $6 million net capital assets
associated with the former Park Lake | housing development avgpesed of because the physical
assets were demolished in connection with the Greenbridge developmeneactivit

Current and other liabilities, excluding long-term debt, &ma$20.6 million at June 30, 2007, a
decrease of $9 million from 2006. This decrease is due prymarihe pay-off during the year of lines
of credit related to the Harrison House and Valley Park housing develagpment

Total net assets increased by $48.6 million during fiscal y&@r.2Net assets represent the Authority’s
equity, a portion of which is restricted for certain uses. $h2.8 million decrease in net assets
invested in capital assets, net of related debt resulted fre®étimillion decrease in net capital assets
(see discussion above) and a $6 million increase in debt retatespital assets. The $9.1 million
increase in restricted net assets resulted primarily from ti8en§iion line-of-credit proceeds obtained
for the Egis properties’ rehabilitation but not yet disbursed. The3$B€rease in unrestricted net assets
results primarily from a $4.5 million increase in unrestdctash and investments and the $64 million
increase in receivables, less a $15 million increase in non-capital asset relatedutedd on behalf of
the tax credit properties.

Washington State Auditor's Office
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Table A-1, Condensed Balance Shegt

Assets: FY 2007 FY 2006
Current and other assets $294,061,962 $218,145,755
Capital assets, net of accumulated depreciation 221,966,058 227,960,465
Total Assets 516,028,020 446,106,220
Liabilities:
Current and other liabilities 248,773,563 220,220,985
Long-term debt, net of current 20,572,289 27,829,225
Total Liabilities 269,345,852 248,050,210
Net Assets:
Invested in capital assets, net of related debt 88,219,031 101,050,560
Restricted 27,196,858 18,065,818
Unrestricted 131,266,279 78,939,632
Total Net Assets 246,682,168 198,056,010
Liabilities and Net Assets: $516,028,020 $446,106,220

(1) Component units are not included.

Condensed Statement of Revenues, Expenses, and Changes in Net Assets

The purpose of the “Condensed Statement of Revenues, Ex@ens€&€hanges in Net Assets” is to
present the revenues earned by the Authority (both operating@mdperating) and the expenses
incurred (operating and non-operating), and any other reveexganses, gains and losses received or
spent by the Authority. Table A-2 represents the Authari@bdndensed Statement of Revenues,
Expenses, and Changes in Net Askmtfiscal years 2007 and 2006:

Table A-2, Condensed Statement of Revenues, Expenaad Changes in Net Assetd

FY 2007 FY 2006

Operating Revenues $34,891,264 $33,450,755
Nonoperating revenues 123,583,977 89,594,618

Total Revenues 158,475,241 123,045,373
Operating expenses 108,997,410 102,950,928
Nonoperating expenses 11,678,723 11,494,372

Total Expenses 120,676,133 114,445,300
Excess or deficiency before contributions 37,799,108 8,600,073
Capital grant contributions 10,827,050 14,913,604
Change in Net Assets 48,626,158 20,972,472
Beginning Net Assets 198,056,010 177,083,53®)
Ending Net Assets $246,682,168 $198,056,010

(1) Component units are not includ
(2) Restated to include a $2,099,939 adjustr

Washington State Auditor's Office
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Revenues are classified as operating, hon-operating or capitatgrdnbutions. Table A-3 shows the
sources of revenues for fiscal years 2007 and 2006 as a percdrafigevenues. The overall relative
contribution for each revenue type remained relatively constant fiscal year 2006 to fiscal year
2007.

Table A-3, Revenue Source
(Percentage by Category)

60%

50% -

40% 1 B FY 2006
30% -

20% | W FY 2007
o B

0% |
Investment Capital & Other HUD Tenant Rental
Income Grants Subsidies Revenue

Operating expenses are amounts paid for providing housinices to the Authority’s tenants and
administering the various programs. Total operating expensdisdal year 2007 were $109 million
(please refer to Table A-2), which is a $6 million increase comparstal year 2006. Costs included
in operating expenses are: administrative, tenant services, fyroentenance, utilities, HUD housing
assistance payments and depreciation. The increase resulted framilBofZncrease in maintenance
costs, $1 million of which is attributable to the unit tgade initiative. The remainder pertains to a
variety of maintenance activities. Depreciation expense increasedryliph this year as a result of
transferring $35 million of construction-in-process casit® the capital asset accounts. Housing
assistance payments under the Housing Choice Voucher programasiedr$2 million due primarily to
higher rental costs in the Puget Sound area and an ambitioesufeasitiative which increased
participation in the program.

Table A-4, Operating Expense:
(Percentage by Category)
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CAPITAL ASSETS, NET OF ACCUMULATED DEPRECIATION

During fiscal year 2007, three main factors affected the net fi6rmmlecrease in capital assets. First,
$45 million of capital assets were purchased, representing pyiroanstruction-in-process associated
with the Greenbridge HOPE VI project. Second, $35 milliorcarfistruction-in-process costs were
transferred into the capital asset accounts from the construétiggrocess accounts. These assets are
now being depreciated according to the Authority’s capitalizadioth depreciation policies. Third,
three major property or construction sales occurred, Seola @Qgo&sjis, and the Wiley Center. The
construction obligations for the first phase of Seola @ugsaere completed during the year. These
costs and the majority of Seola Crossing Il constructiomsomsre transferred to the Seola Crossing
LLC. Eight public housing senior buildings, Brittany Pakasa Madrona, Gustaves Manor, Mardi
Gras, Munro Manor, Paramount, Plaza 17, and Riverton Terrace, werto she Egis, LP tax credit
partnership as a means of financing fire/life safety upgradestaed improvements to the properties.
The properties remain public housing units. The Wiley Castar community center located on the
Greenbridge project site. The community center was sold torgen@ridge Foundation as a means of
financing the rehabilitation and upgrade of the center. rmdton about the Authority’s capital assets
is further presented in the financial statements Note 4 — Capital Assets.

Table A-5, Capital Assets, net of Accumulated Depogation

FY 2007 FY 2006
Land $67,554,794 $69,487,939
Buildings and Improvements 205,259,631 203,620,477
Furniture, Equipment & Machinery 3,089,734 6,543,527
Construction in Progress 47,176,127 69,560,834

323,080,286 349,212,777

Total accumulated depreciation (101,114,228) (121,252,312)

Capital Assets, net of Accumulated Depreciation $224,058 $227,960,465

LONG TERM DEBT & OTHER NONCURRENT LIABILITIES

The Authority has issued various forms of debt for thgppse of acquiring and rehabilitating projects
located throughout King County. At fiscal year-end, the Adtydvad $249 million in net long-term
bonds and notes outstanding (as shown in table A-6) whpmesents a $30 million increase over the
prior fiscal year-end balance. The increase is mainly attributaldelditional financing acquired to
fund the Greenbridge project. In addition, an $8.3 millioe bf credit was taken out to help finance
the rehabilitation of the Egis properties. Information alibatAuthority’s debt is further presented in
the financial statements Note 5 — Long Term Debt Obligatiohluded in the other noncurrent
liabilities category are payments in lieu of taxes, and deferred revenues.

Table A-6, Long-Term Debt & Other Noncurrent Liabil ities

FY 2007 FY 2006
Long-term debt, net of current portion $248,773,563 22(%220,985
Other noncurrent liabilities 4,236,456 4,380,210
Total long-term debt & other noncurrent liabilities $253,010,019 $224,601,195
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ECONOMIC FACTORS AFFECTING THE AUTHORITY'S FUTURE

The Authority continues to be challenged by cuts in federalifignand the mounting capital needs of
an aging public housing inventory. The Authority depend$unding from HUD (the Department of
Housing and Urban Development) for the Public Housing asatic®h 8 Housing Choice Vouchers
programs and for most of the operating and capital grants.r&3ponse to these challenges has been to
convert the ownership structure on certain public housing lexep from Authority-owned to
ownership by partnerships under the Low Income Housing pfagram. The financing generated
through federal income tax credits that flows to the projecthm form of partnership equity
contributions helps fund the redevelopment and major renovatiortiastivi

As evidenced by its financial plan for fiscal year 2008, Kingif@p Housing Authority’s primary
objective remains to strengthen its existing programs vagileg as proactive as possible in improving
the way that it does business and helps people.

A tight housing market in the region continues to drivdagse rates, thus putting continued pressure
on the Section 8 program and on the low income residents that are servetdiy KC

CONTACTING THE AUTHORITY'’S FINANCIAL MANAGEMENT

This financial report is designed to provide our citizens, ag&ps, customers, and investors and
creditors with a general overview of the Housing Authoritiifeances and to demonstrate KCHA'’s
accountability for its resources. Any questions about #psit, or requests for additional information,
should be directed to the Director of Finance of the King County Hodsitttprity.
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HOUSING AUTHORITY OF THE COUNTY OF KING

BALANCE SHEET
As of June 30, 20(

ASSETS:
CURRENT ASSETS:

Cash and cash equivalents
Restricted cash and cash equivalents
Receivables, net

Restricted investments

Other current assets

Total Current Assets

NONCURRENT ASSETS:
Restricted cash and cash equivalents
Restricted investments
Land, buildings and equipment, net
Noncurrent receivables
Other noncurrent assets

Total Noncurrent Assets
TOTAL ASSETS

LIABILITIES and NET ASSETS:
CURRENT LIABILITIES:
Current portion of long term debt
Other current liabilities

Total Current Liabilities
LONG-TERM LIABILITIES:
Long-term debt, net of current
Other noncurrent liabilities
Total Long-Term Liabilities

TOTAL LIABILITIES
NET ASSETS:

Invested in capital assets, net of related debt

Restricted net assets
Unrestricted net assets
TOTAL NET ASSETS

TOTAL LIABILITIES and NET ASSETS

AUTHORITY

$ 52,630,973

21,258,512
30,362,917
2,194,812
701,587

107,148,801

1,298,271
4,548,782
221,966,058
178,187,971

2,878,137

408,879,219

_$516,028,020

7,384,194
8,951,639

16,335,833

248,773,563
4,236,456

253,010,019
269,345,852

88,219,031
27,196,858
131,266,279

246,682,168
$ 516,028,020

COMPONENT
UNITS

$ 3,927,476
6,186,486
121,017
9,087,454
2,035,403

21,357,836

175,648,878

1,674,106

177,322,984

$ 198,680,820

4,863,633
2,858,891

7,722,524

156,978,080
2,269,252

159,247,332

166,969,856

13,807,165

17,903,799

31,710,964

$ 198,680,820

The accompanying notes are an integral part of these fatatatements.
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HOUSING AUTHORITY OF THE COUNTY OF KING

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NBBSETS

For the Fiscal Year Ended June 30, 2007

OPERATING REVENUES
Tenant revenue
Other revenue
Total Operating Revenues

OPERATING EXPENSES
Administrative
Tenant services
Maintenance
Utilities
Housing assistance payments
Depreciation
Other expenses

Total Operating Expenses

Operating Income (Loss)

NONOPERATING REVENUE (EXPENSE)
HUD subsidies and grant revenue
Other government grants
Investment income
Interest expense
Net gain on disposal of capital assets

Net Nonoperating Revenues (Expenses)
INCOME (LOSS) before contributions

Capital grant contributions

CHANGE IN NET ASSETS

Total Net Assets -- beginning

Total Net Assets -- endil

The accompanying notes are an integral part of these fatatatements.

AUTHORITY

$ 30,935,866

3,955,398

34,891,264

20,394,628
3,357,580
16,751,537
5,774,699
53,272,493
7,739,033

1,707,439

108,997,410
(74,106,146)

77,796,183
7,895,946
11,207,463
(11,678,723)
26,684,384

111,905,254
37,799,108

10,827,050

$ 48,626,158

198,056,010

$246,682.16_

COMPONENT
UNITS

$ 16,655,455

642,234

17,297,689

3,542,573

2,286,292
1,914,841

5,528,730

1,589,118

14,861,554
2,436,135

54,644
470,226

(6,633,862)
(71,787)

180(6;79)

(3,744,644)

(10,155)

$ (3,754,799)

35,465,763

$ 31,710,96
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HOUSING AUTHORITY OF THE COUNTY OF KING

STATEMENT OF CASH FLOWS
For the Fiscal Year Ended June 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES:
Receipts from tenants
Payments to employe
Payments to suppliers of goods and ser
Payments to landlor
Payments received from (made to) other housing auth:
Other receipts (paymen
Net cash provided by (used in) operating activities

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES:
Receipts from HUD
Receipts from other governme
Net cash provided by noncapital financing activities

CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES:
Capital grant contributions
Capital contribution
Purchase of capital ass
Proceeds from issuance of capital (
Principal payments on capital d
Interest paid on capital de
Other receipts (paymen

Net cash used in capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:

Net sale (purchase) of investments
Investment in notes and financing le¢
Payments received on notes and financing It
Investment income -- notes and financing le
Investment income -- oth
Other receipts (paymen

Net cash provided by investing activities

Net Increase in Cash and Cash Equivalents

Cash and cash equivalents -- beginning of the year
Cash and cash equivalents -- end of the year

Reconciliation of operating income (loss) to net cash
provided (used) by operating activiti
Operating income (loss)

Adjustment to reconcile operating income to net cash:

Depreciation expen
Change in assets and liabilities:
Receivables and other as:
Accounts and other payab
Net cash provided by (used in) operating activities

a) Includes money market balances previously class#ginvestments.

__AUTHORITY _

$ 32,373,894

(16,234,174
(34,415,14¢
(49,360,30F
(2,957,970
2,703,73.

(67,889,97

70,494,677

8,108,32:

78,603,000

10,827,050

(45,466,941
42,280,09
(20,912,88¢
(10,908,28¢
(652,435

(24683

2,014,780

(8,074,780 b)

24,964,90 c¢)
6,718,14
3,517,21:
(659,620

28,480,651

14,360,272
6a8273)

_$ 75,187,756

(74,106,146)
7,739,03:

1,094,53.
(2,617,393

$ (67,889,97

COMPONENT
UNITS

$ 16,705,861
(2,154,184
(7,169,739

(924,673

6,457,265

54,64:
54,643

(10,155
(14,722,00¢
21,250,87
(2,036,618
(5,090,583

(176,606

(785,096)

(792,436)

470,22¢

(322,210)

5,404,602

4,709,360

_$ 10,113,962

2,436,135
5,628,733l

(1,716,330
208,73

$ 6457,265

Non-cash transactions that would have been reportied capital and investing sections if the teant®ns had involved a cash exchange.

b) Excludes $70 million of notes and financing leaseived in exchange for capital assets -- $36ionilfrom Egis LP, $24 million from
Seola Crossing LLC, and $10 million from the Gre#de Foundation. Also excludes $11.5 million ofesoreceived as payment on

financing leases receivable.

C) Excludes $11.5 million of lease payments finanbeoligh the issuance of notes.

The accompanying notes are an integral part of these falatatements.
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HOUSING AUTHORITY OF THE COUNTY OF KING
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

The following notes are an integral part of the financial statesy@rthe Housing Authority of the County
of King.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the Authority have been prepared iforouty with generally accepted
accounting principles (GAAP) as applied to governmental ufite Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for estadgi governmental accounting and
financial reporting principles. The significant accounting policies areitleddoelow.

a) THE AUTHORITY

The Housing Authority of the County of King (the “Auwftity”) was created in 1939 as a municipal
corporation under the provisions of the State Housing &itths Law (RCW 35.82) and the Housing
Cooperation Law (RCW 35.83) in response to the Federal Housing AcBof TBe Act created the United
States Housing Authority, empowering it to make loans andaroontributions to local public housing
agencies to assist in the development, acquisition and admioistcdtlow rent projects. The programs
authorized under the Act, as amended, are now administered by theéni@epasf Housing and Urban
Development (HUD). The Authority is not a component unit of Kingr@pu

The Authority operates in all of King County, except withie tities of Seattle and Renton, and in the city
of Olympia. The Authority also serves as the management agethief Housing Authority of the City of
Sedro-Woolley in Skagit County. Of the State’s 39 couné&sy County ranks eleventh in geographical
size and first in population. The County is the financial, esoo and industrial center of the entire
Pacific Northwest region. The Authority’s jurisdiction encompasseseanadrover 2,100 square miles and
a population estimated at 1.7 million representing almost 80%he state’s total population. The
Authority has its central office in Tukwila. A five-membeo&8d of Commissioners appointed for five-
year terms by the Metropolitan-King County Council govethe Authority. The Authority’s
commissioners serve without pay.

The Authority has been granted a broad range of powers tderbousing assistance to low-income
households. The nationally recognized definition of a lowsimedamily is a household earning less than
80 percent of the area’s median income, adjusted for family siae.Atithority administers federally and
locally financed housing programs that serve a variety of housing nehdting the following:

FEDERALLY ASSISTED HOUSING PROGRAMS

Low Rent Public HousingThe Authority owns, operates or maintains 49 housingegso consisting of
2,791 units of public housing of which 1,163 units aretf@ low-income elderly and disabled. The
properties were acquired through bonds and notes guarantedtddyand through grants from HUD.
Revenues consist of rents and other fees collected from tenants apkrating subsidy received from
HUD. Typically residents pay 30% of their adjusted incomeeints. Two thirds of public housing
residents earn less than 20% of the area median income, with 8086gtaving some form of entitlement
payment as their main source of income. The Authority'ssidybis received under an Annual
Contributions Contract to offset the cost of operatinguhiés. HUD also provides funds to maintain and
improve the public housing projects under the Capital FundrBm. Historically, all additions to land,
structures and equipment of public housing are accomplished thrasghdhpital grant funds.

Tenant Based Housing Choice Vouchdise Authority provides rental assistance payments to
approximately 6,850 households who live in private rentasimy. Funded by HUD pursuant to Section 8
of the U.S. Housing Act, this program allows participatingilieshand individuals to choose their own
housing with the use of a housing voucher. Generally theipant pays no more than 30% of income
towards rent and the Authority pays the remainder. The okityhtargets this program to the elderly,
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disabled households and families that are homeless or askhefmomelessness. Program participants
average 15% of area median income.

Project Based Section 8 Housinglhe Authority owns seven developments with 446 unitsidided
under the Section 8 program. Under this program, subsidies attach tgiggdidusing units rather than to
qualifying individuals or families. The Authority buitiree of these projects comprising 174 units under
the Section 8 New Construction program. The Authority purchtagedther four projects comprising 272
units under the Preservation Program to prevent loss of afforglalfibin their sale by private owners.

UNASSISTED LOCALLY FINANCED HOUSING PROGRAMS

Tax-Exempt Bond Financed he Authority owns 14 apartment complexes totaling 2,088 thmough the
issuance of tax-exempt bonds. These properties receive no operating sobsithefFederal government
or any other State or local source. The Authority acquire@rtyerties in order to place selected housing
developments within the public domain so that rents coulthéi@tained as low as possible over time.
Typically these units have a broad mix of residents withnteg@rity having income below 80% of area
median.

Homeownership The Authority owns three mobile home parks located intSKirig County comprising
321 manufactured home sites. Under this program, the resident their manufactured homes and pay
rent to the Authority for the land on which the home sits.

Tax Credit -In 1994, the Authority began partnering with limited pamhgs and limited liability
corporations (hereafter referred to as “partnerships”) to acquiréeredop additional affordable housing
(see Note 7). The Authority is general partner/managing mefheeeafter referred to as “general
partner”) in 16 partnerships representing 17 housing complexes somg#j258 units.

Miscellaneous Local ProgramsThe Authority has an inventory of 14 different housdwyelopments
comprising 165 units of housing. The units are generaligdd to non-profit service providers for the
benefit of the economically disadvantaged, developmentally disatsdetsitional, homeless and other
groups who have traditionally experienced barriers in finding hgusin

OTHER PROGRAMS

Housing Repair and WeatherizationThe Authority receives federal and state money to providsitgu
rehabilitation loans and weatherization grants to low-incoomdowners and renters. The Authority has
been administering these types of programs since 1975.ischl fear 2007, the Authority assisted 630
homes with structural upgrades, air quality improvements and enemgjgratfes.

Human Service Programs The Authority serves a wide variety of people with special neads as the
elderly, the physically and developmentally disabled, the homelesshanmentally ill. The Authority
provides resident focused programs in its developments byingoin partnership with nearly 20 different
agencies that provide human services programs including job/edudedining and self-sufficiency
programs. For example, Head Start classrooms operate at twdsigssand Girls Club programs operate
at six sites, and three career/computer centers are located in th@itigt developments. Counseling,
educational, recreational, nutrition and transportation services @reded by community-based
organizations like the YWCA, Senior Services, and Hopelink. Thes&racted services are partially
funded using federal grants, which the Authority receives @aompetitive process for periods of one to
three years.

DEVELOPMENT

HOPE VI Redevelopment Projecthe Authority was awarded a $35 million HOPE VI grant in November
2001 to revitalize Park Lake Homes public housing developrmenhéd unincorporated King County
neighborhood of White Center. The project, named Greenbridggmbolize the vision and character of
the new community, will provide quality housing and homeenship opportunities for a diverse mixture
of residents and newcomers. This quality new housing will include a rihgeging types to suit seniors,
adults with disabilities, large families, low- to moderate-ineoranters and first-time homebuyers and
comprise 120 public housing units, 180 project based Se8tigmits, 148 work-force units, and 479 for-
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sale-lots. As of June 30, 2007, the first housing developr8enla Crossing, was fully operational having
achieved End of Initial Operating Period (EIOP) status duttie year. Work is underway on the second
development, Nia, which is being constructed to house the sanmryoung disabled population.
Construction on two additional housing developments, Sal@reek and Eastbridge, is planned to begin
early in fiscal year 2009.

Springwood RedevelopmentSpringwood Apartments is the Authority’s largest remimg public housing
complex containing 324 units of public housing. The sé@eds significant rehabilitation. To finance the
upgrades, the site will be sold to the Soosette Creek LLCityEqgantributions from the LLC, bond
proceeds, and other financing vehicles will be used to fundntjer remodel which is planned to begin
early in fiscal year 2009. Approval for disposition of the units has bleeined from HUD.

b) BASIS OF ACCOUNTING

Accounting records are maintained according to the proprietemy foodel that is similar to private
business enterprises. The Authority applies all relevant Gmestal Accounting Standards Board
(GASB) pronouncements and all Financial Accounting StandardsdB@-ASB) pronouncements and
Accounting Principles Board (APB) opinions issued on efote November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncespentwhich case, GASB prevails. As
allowed by GASB reporting standards, the Authority has eleot#dto apply FASB Statements and
Interpretations, APB opinions, and Accounting Research Bullaiinthe Committee of Accounting
Procedures issued after November 30, 1989.

c) ACCOUNTS ORGANIZED BY FUNDS

The accounts of the Authority are organized on the basisnofsfand account groups, each of which is
considered a separate accounting entity. Each fund is accountey dgoseparate set of self-balancing
accounts that comprise its assets, liabilities, fund balance, revendesxpenditures. Each fund is, with
limited exceptions, an independent fund and is restricted byacbrr regulation from assisting or being
assisted financially by any other fund. A list of developmésniprovided in Appendix A. The Authority
administers the Housing Authority of the City of Sedrodley. Its financial statements are audited
separately and are not combined with the Authority’s statements.

d) USE OF ESTIMATES

The preparation of financial statements in conformity with actog principles generally accepted in the
United States of America requires management to make estimatessantptisns that affect reported
amounts of assets and liabilities and disclosure of contingent assetsbditeb$ at the date of the financial
statements and the reported amounts of income and expensestderiegorting period. Actual results
could differ from those estimates.

e) COMPONENT UNITS

The Authority serves as general partner in several partnelsieips\Note 7). These partnerships constitute
component units of the Authority as defined by GASB Staterttecause they are separate legal entities
and subject to the Authority’s will and financial accountapilids the general partner/managing member,
the Authority has issued bonds and other debt instrunteffitsance the purchase and renovation of rental
housing on behalf of the partnerships. The Authority alsersees the day-to-day operation of these
properties.

For Federal tax purposes, all of the partnerships have a calendangeavhich is different from the
Authority’s year-end. GASB 14 states that if it is impreadtfor a component unit to have the same fiscal
year as the primary government, a component unit’s financial gaterwith an ending date occurring
during the primary government’s fiscal year should be incatpd into the financial statements of the
reporting entity. Accordingly, the partnership financial datatf® year ended December 31, 2006 is
combined and discretely presented in a separate column on thaf theeAuthority’s financial statements.
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Each partnership is audited separately. Copies of the auditeshstdas can be obtained by contacting the
Authority.

f) REVENUES AND EXPENSES

Proprietary funds distinguish operating revenues and expdrm®s nonoperating items. Operating
revenues and expenses generally result from providing seambproducing and delivering goods in
connection with a proprietary fund’s principal ongoing opergt The principal operating revenues of the
Authority are tenant revenues. Operating expenses for entefpnide include the cost of sales and
services, administrative expenses and depreciation on capital assktseveiues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

The basis for recognition of revenues and expenses is the abesialof accounting. Revenues are
recorded when earned. Expenses are recorded when incurred. Reoemwgpdrating subsidies and
grants is classified as non-operating revenue. Revenue from cgpites is classified as capital grant
contributions.

g) CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash consists of Federal Depository Insurance CorporatibhCiFinsurable deposits with original
maturities of less than three months. Cash equivalents aretestmoy highly liquid investments that are
readily convertible to known amounts of cash. Investmertkide deposits with original maturities
exceeding three months, and securities and other assets heldtegsruMost assets held by trustees are
restricted for specific uses including capital additions andramgments and debt service. Restricted
accounts at June 30, 2007 include the following:

RESTRICTED
Cash & Cash
Equivalents Investments Total
Capital improvements $ 18,174,350 $ 300,000 $ 18,474,350
Debt service 517,710 5,729,699 6,247,409
Tenant security deposits 1,244,223 - 1,244,223
Other 2,620,500 713,895 3,334,395

$ 22,556,783 $ 6,743,594 $ 29,300,377

h) RECEIVABLES

Receivables consist primarily of rents due from tenants, cosboesements due from grantors, and loans
and accrued interest due from the tax credit properties. Annteaint receivables are analyzed and the
allowance for doubtful accounts adjusted. Other receivable altmsaare established for uncertain
collectibles. No allowances existed at June 30 other than the allowance for teoantsaceivable.

i) INVENTORIES

Inventory consists of supplies purchased primarily ferinanaintenance of the rental units. The perpetual
method is used to account for inventory. As such, purclase®corded into the inventory account and,
as items are used, the inventory account is reduced and the expemset & charged. Periodically
throughout the year, physical counts are taken of all supptiekand and the inventory records are
adjusted. The weighted average method is used to value the inventory.

i) CAPITAL ASSETS

Capital assets are recorded at historical cost in the land, stésiclmd equipment accounts and at
appraised fair market value at date of receipt if contributed. The Aytdefines capital assets as tangible
items with an initial individual cost of at least $5,00@hié item is equipment and $100,000 if the item is
real property or a capital improvement. Capital assets are depragsatgdthe straight-line method with
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depreciation commencing in the acquisition year and ceasing inighesdl year. Capital project costs
clearly associated with the acquisition, development, and construzfia real estate project, including
indirect costs and interest, are capitalized as a cost of that prdecsuch, all costs directly associated
with the Greenbridge redevelopment project have been capitalizedlimg$880,358 in interest for fiscal

year 2007. See Note 4 for the capital asset components and baladoes &0, 2007 and fiscal year
activity.

Depreciable lives for the capital asset categories follow:

Land no depreciation
Buildings and land improvements 12-60 years
Personal property 3-10 years
Construction-in-progress no depreciation

Maintenance and repairs are charged to expense when incurred. Manageieesstland, structures, and
equipment for possible impairment whenever events or circumstartieate the carrying amount of an
asset may not be recoverable. If there is an indication of imeai, management prepares an estimate of
future cash flows expected to result from the use of the asseits eventual disposition. If these cash
flows are less than the carrying amount of the asset, an ingyditoss is recognized to write down the
asset to its estimated fair value. Preparation of estimated exdetted cash flows is inherently
subjective and is based on management's best estimate of assgmutiocerning expected future
conditions.

k) TAXLIABILITY

The Authority is by law exempt from all federal, state, and Ideaks and assessments. Several
developments make a Payment in Lieu of Taxes (PILOT) based on contradtcalifarisdictions.

) COMPENSATED ABSENCES

It is the Authority’s policy to pay 100% of accumulatechaal leave when an employee terminates
employment from the Authority. As such, the value of annualelesarned but not used at year-end is
accrued. Sick leave does not vest and is only paid to those sepdraitn the Authority as retirees as
defined by the state pension system. Because the amount opayroents is difficult to estimate, an
accrual is made only when the actual payment amount is known.

m) INTERFUND ACCOUNTS

The Authority maintains a master paying and receiving accoung<{Rublic Housing Fund). All cash
receipts and disbursements flow through this master accountt éacelisbursements to landlords under
the Section 8 Voucher program, which flows through a separatekidg account (Section 8 Fund).
Interfund payables and receivables (due to/from relationslaps)created and used to account for
ownership of the funds.

n) DERIVATIVE FINANCIAL INSTRUMENTS

The fair value of interest rate swap agreements (See Note 6) isthetdby dealer quote. These values
represent the estimated amount the Authority would receipayto terminate the agreements taking into
consideration current interest rates.

0) COMMITMENTS
The Authority has entered into various long-term contraatghfe development of the Greenbridge and

other housing projects. As of June 30, 2007, the Authedis obligated under these contracts to purchase
approximately $49 million of goods and services.
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NOTE 2 - CASH DEPOSITS AND INVESTMENTS

The Authority is restricted in its cash deposits and imvests to those allowed by RCW 35.82.070(6). In
general, deposits must be made with qualified financial itistitsl whose deposits are insured by the
Federal Deposit Insurance Corporation (FDIC).

Insurance and Collateralization

Deposits that are in excess of the $100,000 insured amoshbmaontinuously and fully (100%) secured.
Collateral, comprised of identifiable U.S. Government securitiggescribed by HUD, are pledged or set
aside to secure these deposits. The Public Deposit Proteatian éffect in the State of Washington set
up a multiple financial institution collateral pool to imsypublic deposits. This protection is in the form of
securities pledged as collateral to the Public Deposit ProteCtisnmission (PDPC) by all qualified
depositories. In 1994, the Authority received a waiver frodlDHhat enabled it to make deposits in
excess of $100,000 in a qualified public depository becaude Hiklermined that there were “adequate
safeguards against the loss of Public Housing Authority funds.”

Interest Rate Risk

As a means of limiting its exposure to fair value lossesirgrifrom rising interest rates, the Authority’s
investment policy limits the maximum maturity of an inwesnt to not greater than three years.
Exceptions may be made for collateralization of repurchase agreements usgigignts not exceeding 30
years and for the investment of reserve funds, which canvestéd up to 30 years if matched to an
anticipated future cash flow.

Credit Risk

The Department of Housing and Urban Development (HUD), WgghinState law, and the Authority’s
investment policy all limit the instruments in which the Auttyomay invest. Not all Authority funds have
the same restrictions. Following are some of the instrunientghich any Authority funds, including
Federal funds, may be invested:

1) Direct obligations of the Federal government backed by the full faith add of the United States
a) U.S. Treasury Bills.
b) U.S. Treasury Notes and Bonds.
2) Obligations of Federal government agencies, such as:
a) Government National Mortgage Association (GNMA) mortgage-backed $esurit
b) GNMA patrticipation securities.
c) Maritime Administration Bonds.
d) Small Business Administration Bonds.
3) Securities of Government Sponsored Agencies, such as:
a) Federal Home Loan Mortgage Corporation (FHLMC) notes and bonds.
b) Federal National Mortgage Association (FNMA) notes and bonds.
c) Federal Home Loan Bank (FHLB) notes and bonds.
d) Federal Farm Credit Bank (FFCB) notes and bonds.
e) Student Loan Marketing Association (SLMA) notes and bonds.
4) Demand and savings accounts.
5) Money Market Deposit accounts.
6) Certain mutual funds.

In addition to the above, non-federal funds and federal fumgied to the Authority’s Moving To Work
Agreement with HUD may be invested in the following which are allowed byttte & Washington:

1) Banker’s acceptances purchased on the secondary market.

2) Commercial paper.

3) Bonds of the State of Washington or any local governnfghedState of Washington that have one of
the three highest credit ratings of a nationally recognized rating agency.
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4) General obligation bonds of a state other than the Statasiigton and general obligation bonds of
a local government of a state other than the State of Washitigibmave one of the three highest
credit ratings of a nationally recognized rating agency.

5) Utility revenues bonds or warrants of any city of town in the Sta¥éashington.

6) Bonds or warrants of a local improvement district thatwithin the protection of the local
improvement guaranty fund law.

Concentration of Credit Risk

The Authority diversifies its investments by security tyrel institution. The investment policy states:
“With the exception of U.S. Treasury securities, investment agreenfi@ntsustee held funds, and
authorized pools, no more than 15% of the Authority's total investpaetiblio will be invested in a single
security type or with a single financial institution.

Other Information:
The Authority has established arrangements with the Bank of America ékespfng of investments.

Valuation and Classification

Cash equivalents include deposits and investments that are/ @adikrtible to cash. Instruments with an
original maturity date of over 3 months are classified as ima#s. Cash and investments held for the
future payment of long-term liabilities are classified as nareotl assets. Cash and investments legally or
contractually restricted as to use are classified as restricted.

Cash equivalents include an investment in a Local Government Investmé(thBdeool). The Pool is not
registered with the Securities and Exchange Commission ($f€gdheres to SEC Rule 2(a)(7) of the
Investment Company Act of 1940 that requires portfolicediification, divestiture considerations and
action if the market value of the portfolio deviates more tHarpercent from the amortized costs.
Government pools that adhere to the SEC rule can reportitiveistments at amortized costs if the
remaining maturities of the debt securities are 90 days or l&ssof June 30, 2007, the pool had an
average days-to-maturity of 46 days and therefore is reported at costnf@emesecurities are reported at
fair value.

A summary of cash and investments at June 30, 2007 follows.

UNRESTRICTED RESTRICTED TOTAL
CASH and CASH EQUIVALENTS:
Cash on hand $ 8255 $ - $ 8,255
Depository accounts 1,368,950 9,588,509 10,957,459
Washington State Investment Pool 46,192,941 2,751,415 48,944,357
Westdeutsche Landesbank Collateralized

Repurchase Agreement, 5.27% 4,388,648 - 4,388,648
U.S. Treasury money market 672,178 4,487,247 5,159,425
Other money market - 5,729,611 5,729,611

TOTAL CASH AND CASH EQUIVALENTS $ 52630973 $ 22556,783 $ 75,187,756
INVESTMENTS:
Certificates of deposit, 3.25% to 5.06%, 11/9/2@

5/1/2017, 2.8 years weighted average maturity. $ - $ 1,064,401 $ 1,064,401
U.S. Treasury money market - 36,425 36,425
Other money market - - -
Repurchase agreement - 105,421 105,421
Private Debt Obligations:

Westdeutshe Landesbank Gironzentrale, 5.42%, 28/20 - 2,269,307 2,269,307
Bank of America 6.1% 7/1/2028 - 1,024,991 1,024,991
GNMA passthrough certificate, 6.25%, 9/15/2012 - 2,243,050 2,243,050
TOTAL INVESTMENTS $ - $ 6,743594 $ 6,743,594
TOTAL $ 52,630,973 $ 29,300,377 $ 81,931,350
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NOTE 3 -NOTE AND FINANCING LEASE RECEIVABLES

The notes and financing leases held by the Authority are plyntlagi result of the Authority’s transactions
with the tax credit partnerships. At June 30, 2007, all ofittancing leases and developer fee notes, and
$88.6 million of the other notes were receivable from tax cptitnerships. The notes are received for
fees earned by the Authority from developing the rental ptiegeand for funds advanced to the
partnerships to purchase and rehabilitate the properties. Thesaoteimterest at varying rates up 8.5% per
annum. The Authority acquires financing leases when it purch@asegvelops rental properties then
transfers substantially all of the risks and benefits oferahnip to the partnerships under financing lease.
See Note 7 - Tax Credit Partnerships, for further discussidine Authority’s financial relationship with
the partnerships.

A summary of the notes and direct financing leases receivable at June 30, 245. foll

Beginning Ending Current
Balance Additions Payments Balance Portion
Developer fee notes $ 11,723,103 1,215,900 $ (1,737,609)$ 11,201,394 $ 2,900,618
Other notes 67,796,748 24,641,687 (12,934,986) 79,503,449 928,424
Total Notes 79,519,851 25,857,587 (14,672,595) 90,704,843 3,829,042
Financing Leases, net 59,859,954 64,236,214 (21,809,218) 102,286,950 13,263,741
NOTES & FINANCING
LEASES RECEIVABLE $139,379,805 $90,093,801 $(36,481,813)$ 192,991,793 $ 17,092,783

The sale of 8 public housing properties to the Egis LimRadnership under a Low Income Housing Tax
Credit transaction resulted in the $1,215,900 addition ta¢veloper fee notes, a $8,300,000 addition to
the other notes receivable and a $26,440,000 net addition tdntnecifg lease receivables after a
$8,300,000 payment on the $34,740,000 original lease amolime. sale of the Wiley Center to the
Greenbridge Foundation under a New Market Tax Credit transaetsuited in a $7,892,316 addition to
the other notes receivable and a $713,640 net addition tccifigaleases receivable after a $9,505,523
payment on the $10,219,163 original lease amount. The saleots Srossing phase I, and additional
costs from phase |, added $8,266,907 to the other notes reeearabl$19,277,051 to financing lease
receivable. In addition, a lease payment of $3,216,907 was made @edfa lease. See Note 7 for
further information on the tax credit properties. Paymentthe other notes receivable were made by the
Harrison House LLC, the Valley Park LLC, and Brooks Villafpe $5,342,247, $5,559,698, and
$1,549,281 respectively.
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The maturity schedule for notes receivable follows.

FISCAL YEAR

2008

2009

2010

2011

2012

2013-2017

2018-2022

2023-2027

2028-2032

2033-2037

2038-2042

2043-2047

2048-2052

2053-2057
TOTAL

Unamortized original issue disco
NOTE RECEIVABLE BALANCE

** On amortizing notes.

The maturity schedule for financing leases receivable follows:

FISCAL YEAR
2008

2009

2010

2011

2012
2013-2017
2018-2022
2023-2027
2028-2032
2033-2037
2038-2042
2043-2047
2048-2052
2053-2057

Total lease payments
Unamortized original issue disco

FINANCING LEASE RECEIVABLE

** Unearned interest.

PRINCIPAL INTEREST ** TOTAL
3,829,042 2,391,899 $ 6,220,941
5,045,654 2,017,849 7,063,503
9,241,655 1,982,786 11,224,441
1,036,133 1,945,173 2,981,306
3,158,368 1,905,100 5,063,468
11,581,391 8,606,005 20,187,395
4,773,225 7,245109 12,018,334
4,454,124 5,791,242 10,245,366
1,523,142 5,148,702 6,671,844
9,478,750 4,616,018 14,094,768
3,823,191 4,141,485 7,964,676
29,817,288 995,062 30,812,350
2,504,447 1,046 2,505,493

599,900 436,378 1,036,278
90,866,309 47,223,853 138,090,162
(161,466 (161,466
90,704,843 $ 47,223,853 $ 137,928,696

PRINCIPAL INTEREST ** TOTAL
13,263,741  $ 2,555,752 $ 15,819,493
24,379,083 2,512,146 26,891,229
4,526,983 2,334,915 6,861,898

973,977 2,218,767 3,192,744
1,016,119 2,163,531 3,179,651
6,063,694 9,839,286 15,902,980
8,141,036 7,773,496 15,914,533
24,870,596 5,079,197 29,949,793
9,852,726 1,803,959 11,656,685
1,420,528 518,524 1,939,051
1,138,964 188,471 1,327,435
6,625,471 34,253 6,659,723

135,024 27,680 162,704

145,681 - 145,681

102,553,622 37,049,976 139,603,598

(266,672 (266,672

102,286,950 $ 37,049,976 $ 139,336,926
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NOTE 4 — CAPITAL ASSETS

The components and fiscal year activity of land, structures and equipnewt fol

Beginning Disposals / Transfers Ending
Balances Additions Adjustments In (Out) Balances
NONDEPRECIABLE:
Land 45,259,194 $ 871,507 $ (629,219)$ 6,719 45,508,201
Construction-in-progress:
Greenbridge Project 35,083,286 40,030,720 (31,167,225) 12,601 43,959,382
Other 34,477,548 4,155,700 (455,949) (34,960,554) 3,216,745
Total Nondepreciable 114,820,028 45,057,927 (32,252,393)  (34,941,234) 92,684,328
DEPRECIABLE:
Land improvements 24,228,744 - (4,927,491) 2,745,340 22,046,593
Buildings 203,620,477 705,015 (31,261,755) 32,195,894 205,259,631
Equipment 6,543,527 61,222 (3,515,015) - 3,089,734
Total Depreciable 234,392,748 766,237 (39,704,261) 34,941,234 230,395,958
TOTAL CAPITAL ASSETS: 349,212,776 45,824,164 (71,956,654) - 323,080,286
Accumulated depreciation (121,252,312)  (7,739,033) 27,877,117 - (101,114,228)
NET CAPITAL ASSETS $ 227,960,464$% 38,085,131 $ (44,079,537)$ - $ 221,966,058

Capital asset activity resulted primarily from transactionscatsal with the Greenbridge redevelopment
project, the sale of 8 public housing properties to the Hgjsand the transfer of construction-in-process
costs to the capital asset accounts for completed projects.e @#&million addition to the construction-
in-process costs, approximately $40 million were attributabtbeé Greenbridge project. The $44 million
net capital asset disposal represents 1) $38 million of nettapsets sold under financing lease with $26
million pertaining to net assets sold to the Seola LLC, $ompertaining to net assets sold to the Egis
LP, and $6 million pertaining to net assets sold to the Grafge Foundation, and 2) a $6 million net
capital asset disposal associated with the former Park Lake | public hoaseigmment.

NOTE 5 - LONG TERM DEBT OBLIGATIONS

The Authority has issued various forms of debt for thepgse of acquiring and rehabilitating projects
located throughout King County. The debt is secured by revenue pledges asdfdegst on property and
equipment. Compliance with all indentures has been met. Dilmingear, revenue bonds were issued to
help finance the construction of the second phase of the Greenbridge projectredidlin@s were used to
finance development activity for the Greenbridge, the Egis, thadBurien Park/Northwood housing
projects in the amounts of $22 million, $8.3 million ar®7$million respectively. Line of credit payments
included $10.9 million associated with the Harrison House\aliey Park tax credit properties. The note
additions represent conditional loans obtained primarily elvald of the Greenbridge project. Conditions
on a $1.75 million loan were met in July, 2007. The loarceeds will be recognized as grant revenue in
fiscal year 2008. The components of outstanding debt at Jyn20B7 and the fiscal year activity are

stated below.

* Beginning Retirements Ending Current

Balance Additions Payments Balance Portion
Revenue bonds  $ 102,415,862 3,000,000 $ (6,230,658)$ 99,185,204 $ 2,650,994

Demand bonds 88,515,000 - (1,290,000) 87,225,000 -

Mortgage notes 5,710,748 - (500,945) 5,209,803 530,836
Financing lease 3,927,492 - (271,195) 3,656,297 281,963
Lines of credit 20,064,622 34,806,636 (12,557,508) 42,313,750 2,104,875
Notes 14,156,825 4,473,456 (62,579) 18,567,702 1,815,527
$ 234,790,549 $ 42,280,092 $ (20,912,885)$% 256,157,756 $ 7,384,194

*Beginning balance restated for reclassification.
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Details of each issuance of long-term obligations follow:

Revenue Bonds:
Tax Credit:
Somerset
Cascadian
Fairwood
Woodridge Park
Rural Housing
Laurelwood
Windsor Heights
Heritage Park
Somerset (Kv)
Alpine Ridge
Colonial Gardens
Southwood Square
Somerset
Eastwood Square
Seola Crossing 1
Seola Crossing 2
Total tax credit
Other:
Condos
Meadows
Northlake House
Spiritwood / Newport
Central Office Building
1998 Pool
Greenbridge - Nia
Total other
Total revenue bonds

Demand Bonds:
Tax Credit:
Overlake
Total tax credit
Other:
2005 Pool
Landmark
Total other
Total demand bonds

Mortgage Notes:
Tax Credit:

Rural Housing
Total tax credit
Other:
Newport
Spiritwood
Parkway
Newport - 2
Spiritwood - 2
Parkway - 2
Total other
Total mortgage notes

Fiscal Year Amount Interest Fiscal Year Amount Current
Issued Issued Rates Maturity Outstanding Portion
2000 $ 3,605,000 5.00% 2010 $ 3,605,000 -
1995 8,385,000 4.00-6.50% 2025 6,669,150 200,000
1996 5,260,000 3.80-5.60% 2026 4,208,664 120,000
1995 4,860,000 4.50-6.35% 2026 3,775,720 120,000
1998 2,230,000 4.50-5.75% 2028 1,862,009 50,000
1998 2,500,000 4.40-6.00% 2028 2,099,464 55,000
1999 10,650,000 4.00-5.40% 2029 9,060,548 230,000
1999 4,950,000 4.15-5.60% 2030 4,295,015 100,000
2000 2,535,000 4.80-6.80% 2031 2,289,355 45,000
2000 2,875,000 4.25-6.40% 2031 2,600,423 50,000
1999 4,950,000 3.75-6.20% 2031 4,495,000 90,000
2002 5,000,0003.25-6.20% 2032 4,546,514 90,000
2002 3,895,000 2.25-6.00% 2033 3,650,000 70,000
2002 4,000,0005.35-5.45% 2041 3,810,000 40,000
2006 1,650,000 6.38% 2047 1,650,000 -
2006 5,050,000 6.38% 2047 5,050,000 -
$ 72,395,000 $ 63,666,862 $ 1,260,000
1992 $ 325,000 5.25-7.35% 2010 $ 85,00 25,000
2006 1,570,989 4.61% 2010 1,484,246 59,701
1980 1,170,000 8.00% 2012 327,498 79,760
1993 5,705,000 3.50-6.50% 2013 2,310,000 365,000
2001 2,000,000 4.35-5.32% 2016 1,344,140 126,532
1999 32,955,000 4.35-5.27% 2029 26,967,458 735,000
2007 3,000,000 4.45-4.75% 2037 3,000,000 -
$ 46,725,989 $ 35,518,342 $ 1,390,994
$ 119,120,989 $ 99,185,204 $ 2,650,994
2001 $ 23,725,000 1.10-2.61% 2043 $ 23,725,000 -
$ 23,725,000 $ 23,725,000 $ -
2005 $ 46,290,000 2.56% 2035 45,000,000 -
2003 18,500,000 1.00-2.56% 2043 18,500,000 -
$ 64,790,000 $ 63,500,000 $ -
$ 88,515,000 $ 87,225,000 $ -
1998 $ 1,350,949 7.25% 2033 $ 1,226,085% 18,841
$ 1,350,949 $ 1,226,085 $ 18,841
1993 % 179,556 3.00% 2009 $ 20,388% 13,492
1993 918,829 3.00% 2009 119,860 67,726
1995 446,523 8.50% 2010 122,370 44,549
1993 707,400 6.50% 2013 277,127 46,399
1993 5,000,200 6.50% 2013 1,958,822 327,971
1995 1,568,000 9.25% 2035 1,485,150 11,858
$ 8,820,508 $ 3,983,717 $ 511,995
$ 10,171,457 $ 5,209,803 $ 530,836
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Details of each issuance of long-term obligations -ticoad.

Fiscal Year Amount Interest Fiscal Year Amount Current
Issued Issued Rates Maturity Outstanding Portion
Financing Lease:
Other:
ESCO 2005 3,900,000 3.90% 2018 3,656,297 281,963
Total financing leases $ 3,900,000 $ 3,656,297 $ 281,963
Lines of Credit:
Tax Credit:
Egis 2007 8,300,000 4.90-5.51% 2009 8,300,000 -
Seola Crossing 2007 18,113,9955.41-5.97% 2010 18,113,995 -
Total tax credit $ 26,413,995 $ 26,413,995 $ -
Other:
Meadows 2006 1,359,845 4.35-4.51% 2008 1,359,845 1,359,845
Enumclaw 2005 294,984 4.35-4.51% 2008 294,984 294,984
Greenbridge - LOC 2006 7,086,782 5.41% 2010 7,086,782 -
Greenbridge - Nia 2007 3,814,976 5.41-5.87% 2010 3,814,976 -
Burien Park / Northwood 2007 3,688,549 4.41% 2014 3,343,168 450,046
Total other $ 16,245,136 $ 15,899,755 $ 2,104,875
Total lines of credit $ 42,659,131 $ 42,313,750 $ 2,104,875
Notes Payable:
Tax Credit:
Somerset - Bellevue 2000 700,000 1.00% 2030 700,000 -
Somerset 2001 400,000 1.00% 2032 381,527 3,188
Eastwood Square 2002 600,000 6.95% 2041 578,236 4,556
Overlake - 2, 3 2002 1,456,000 3.42% 2042 1,456,000 -
Overlake - 4 2001 1,500,000 1.00% 2050 1,500,000 -
Overlake - 5 2001 500,000 1.00% 2050 500,000 -
Southwood Square 2002 380,000 1.00% 2053 380,000 -
Seola Crossing 2 2007 1,000,000 1.00% 2058 1,000,000 -
Total tax credit $ 6,536,000 $ 6,495,763 $ 7,744
Other:
Greenbridge - Float Loan 2005 1,750,000 0.00% 2008 1,750,000 1,750,000
Greenbridge Sec. 108 - 1 2006 5,966,858 0.00% 2011 5,966,858 -
Enumclaw 2007 1,010,000 0.00% 2057 1,010,000 -
Enumclaw 2007 132,336 0.00% 2046 132,336 -
Enumclaw 2007 467,664 1.00% 2046 467,664 -
Greenbridge Sec. 108 - 2 2006 500,000 0.00% 2011 500,000 -
Housing Choice Vouchers 2004 625,000 4.75% 2014 466,903 57,783
Greenbridge - Federal Hor 2007 328,000 0.00% 2022 328,000 -
Hidden Village - Bellevue 1993 200,000 5.00% 2042 200,000 -
Spiritwood - Bellevue 1993 400,000 5.00% 2042 400,000 -
Hidden Village - State 1993 292,157 5.00% 2044 292,157 -
Spiritwood - State 1993 207,843 5.00% 2044 207,843 -
Greenbridge - HTF 2007 350,178 1.00% 2058 350,178 -
Total other $ 12,230,036 $ 12,071,939 $ 1,807,783
Total notes payable $ 18,766,036 $ 18,567,702 $ 1,815,527
TOTAL LONG-TERM OBLIGATIONS $ 283,132,612 $ 256,157,756 $ 7,384,194
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The schedule of debt service payments follows:

Debt Service - Revenue Demand Mortgage Financing Lines of
Total Bonds Bonds Notes Lease Credit Notes Total
2008 $ 8332609% 2,244,823$% 904,150 $ 419,554 $ 3,996,438 $ 1,949,297 $ 17,846,870
2009 8,335,743 2,244,823 879,579 419,554 10,561,191 199,323 22,640,211
2010 13,135,671 2,244,823 798,306 419,554 31,154,878 199,349 47,952,580
2011 7,983,444 2,244,823 766,594 419,554 590,000 6,666,233 18,670,648
2012 7,899,995 2,244,823 766,594 419,554 590,000 199,403 12,120,368
2013 - 2017 37,910,267 11,224,113 1,377,099 2,097,768 917,496 1,095,233 54,621,976
2018 - 2022 35,142,992 11,224,113 1,279,712 279,702 - 1,471,647 49,398,166
2023 - 2027 33,150,927 11,224,113 1,279,712 - - 1,428,508 47,083,260
2028 - 2032 16,824,290 11,224,113 1,195,831 - - 1,632,927 30,877,161
2033 - 2037 6,305,136 53,920,113 490,300 - - 1,223,129 61,938,678
2038 - 2042 3,556,689 5,464,113 - - - 2,813,928 11,834,730
2043 - 2047 2,556,563 43,317,823 - - - 706,506 46,580,891
2048 - 2052 - - - - - 2,296,258 2,296,258
2053 - 2058 - - - - - 1,404,438 1,404,438

181,134,326 158,822,610 9,737,877 4,475,238 47,810,003 23,286,181 425,266,235
Unamortized:

Original issue discount (483,084) - - - - - (483,084)
Deferred defeasan (1,067,596 - - - - - (1,067,596
Total $ 179,583,646 $ 158,822,610 $ 9,737,877 $ 4,475,238 $ 47,810,003 $ 23,286,181 $ 423,715,555

The schedule of principal payments follows:

Debt Service - Revenue Demand Mortgage Financing Lines of
Principal Bonds Bonds Notes Lease Credit Notes Total
2008 $ 2,650,994 $ - 8 530,836% 281,963 $ 2,104,875 $ 1,815527 $ 7,384,194
2009 2,807,294 - 540,215 293,158 8,770,215 68,619 12,479,501
2010 7,901,218 - 491,557 304,798 29,507,041 71,866 38,276,479
2011 3,036,110 - 493,773 316,900 513,303 6,542,129 10,902,216
2012 3,131,287 - 527,491 329,482 536,307 78,848 4,603,414
2013 - 2017 16,893,981 - 367,037 1,854,342 882,011 367,294 20,364,666
2018 - 2022 19,185,000 - 406,069 275,655 - 770,075 20,636,799
2023 - 2027 23,445,000 - 609,890 - - 689,018 24,743,909
2028 - 2032 12,905,000 - 820,513 - - 865,914 14,591,427
2033 - 2037 4,120,000 45,000,000 422,421 - - 644,284 50,186,705
2038 - 2042 2,470,000 - - - - 2,377,476 4,847,476
2043 - 2047 2,190,000 42,225,000 - - - 627,858 45,042,858
2048 - 2052 - - - - - 2,251,292 2,251,292
2053 - 2058 - - - - - 1,397,502 1,397,502
100,735,884 87,225,000 5,209,803 3,656,297 42,313,750 18,567,702 257,708,437
Unamortized:
Original issue discount (483,084) - - - - - (483,084)
Deferred defeasance (1,067,596) - - - - - (1,067,596)
Total $ 99,185,204 $ 87,225,000 $ 5,209,803 $ 3,656,297 $ 42,313,750 $ 18,567,702 $ 256,157,756
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The schedule of interest payments follows:

Debt Service - Revenue Demand Mortgage Financing Lines of
Interest Bonds Bonds Notes Lease Credit Notes Total
2008 $ 5681616% 2,244823$% 373,313 $ 137591 $ 1,891,563 $ 133,770 $ 10,462,676
2009 5,528,448 2,244,823 339,364 126,396 1,790,976 130,704 10,160,710
2010 5,234,453 2,244,823 306,749 114,756 1,647,837 127,484 9,676,101
2011 4,947,334 2,244,823 272,821 102,654 76,697 124,104 7,768,433
2012 4,768,708 2,244,823 239,104 90,072 53,693 120,555 7,516,954
2013 - 2017 21,016,286 11,224,113 1,010,061 243,426 35,485 727,939 34,257,310
2018 - 2022 15,957,992 11,224,113 873,643 4,047 - 701,573 28,761,367
2023 - 2027 9,705,927 11,224,113 669,821 - - 739,490 22,339,351
2028 - 2032 3,919,290 11,224,113 375,318 - - 767,013 16,285,734
2033 - 2037 2,185,136 8,920,113 67,880 - - 578,845 11,751,973
2038 - 2042 1,086,689 5,464,113 - - - 436,453 6,987,254
2043 - 2047 366,563 1,092,823 - - - 78,648 1,538,033
2048 - 2052 - - - 44,966 44,966
2053 - 2058 - - - - - 6,936 6,936
Total $ 80,398,442 $ 71,597,610% 4,528,074 $ 818941 $ 5,496,252 $ 4,718,479 $ 167,557,799

NOTE 6-DEMAND BONDS

The Authority had $87.2 million in outstanding variabd¢ée demand bonds on two separate projects and
one 8-project bond pool. The Landmark Apartments (Landmaoi@qi had $18.5 million, the Village at
Overlake Station (Overlake) had $23.7 million, and the 200 Ipwol (comprised of the Carriage House,
Cottonwood, Newporter, Timberwood, Cove East, Woodside EagfierARidge and Bellepark East
projects) had $45 million outstanding, respectively, at Juhe2807. The bonds for each have the
following common characteristics:

Credit enhancements have been obtained for each of the bond issu&wmefverlake and
Landmark, the credit enhancement is in the form of a LettereditC(LOC) and is equal to the
outstanding bond balance plus one interest payment, priced@%t a@d .40% of the facility,
respectively. For the 2005 Pool, the credit enhancement is ifortimeof a direct pay credit
enhancement agreement issued by the Federal Home Loan Mortgage Corpoiibat .30% of
the facility.

The credit enhancements are intended to not only provide settubigndholders, but also to pay
periodic interest payments for which the Authority regulagiynburses the credit enhancement
providers.

The Banc of America Securities LLC acts as remarketing agent, reselling at maketmabonds
sold by bondholders. It has committed to repurchasing éordits own portfolio if the bonds
cannot be resold on the open market.

Interest rates are recalculated weekly, based on the rate at which bonds can be remarketed
T he bonds are subject to an annual remarketing fee of .05% of the outstandimg aintioe bonds
or $5,000 whichever is greater.

Underlying source of repayment for the bonds is the revepueduced by the respective
properties.

In conjunction with the sale of these bonds, the Authoritiered into interest rate swap
agreements as a cash flow hedge to reduce the volatility related to variable ras¢ dteiet.

Bonds are convertible to fixed rate at the Authority’s option.

The Landmark bonds mature in 2042. At June 30, 2007 theblainterest rate on the bonds was 3.73%.
The Letter of Credit is renewable automatically in one-year incrismenil 2009 and supports the variable
rate bonds only. In 2009 the Authority will either convalitexisting bonds to fixed or refinance the
project. Under the swap contract terms, the Authority paysed fiate of 3.88% and receives a variable
rate equal to 67% of the 1 Month USD-LIBOR-BBA on the oty notional amount. As of June 30,
2007, the notional amount was $18,425,000 and the fair maatket of the swap contract was $118,827
less than the notional amount.
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The Overlake bonds mature in 2040. At June 30, 2007 theblaniates on the bonds was 3.78%. The
Letter of Credit will expire in 2010 and supports theialale rate bonds only. In 2010 the Authority will
either convert all existing variable rate bonds to fixed bardsefinance the project. Under the swap
contract terms, the Authority pays a fixed rate of 4.11% and ecaiwariable rate equal to 70% of the 1
Month USD-LIBOR-BBA on the declining notional amount. As of JudeZ®07, the notional amount was
$23,110,000 and the fair market value of the swap contract was $493,912tefwethotional amount.

The 2005 bond pool bonds mature in 2035. At June 30, #@0variable rate on the bonds was 3.73%.
The credit enhancement agreement is for a fixed term of 15 yearsmomdmaturity of the credit facility,
the Authority will either refinance the bond issue or obtainther credit enhancement. The Authority has
entered into three swap contracts with respect to the bonder the swap contract terms, the Authority
pays a fixed rate of 3.87%; 3.459%; and 3.609% and receivasable rate equal to the weekly weighted
average of SIFMA resets for the respective period on the applicatid@al amounts. As of June 30, 2007,
the notional amounts were $24,380,000, $10,717,647, and $9)05k$&pectively and the aggregate fair
market value of the swaps was $756,535 more than the notional amounts.

NOTE 7 -TAX CREDIT PROPERTIES

Low Income Housing Tax Credit (LIHTC)

The tax credit program is the result of Federal legislationgtwlilows investors certain tax incentives for
investing in low-income housing. Investors also are allotwededuct any losses passed through to them
from the partnerships. Under terms of the tax code, the bgdldnust continue to serve the targeted
population for 15 years. The Authority has the optionuxeipase them at the expiration of this compliance
period.

The Authority currently is a general partner in the followiag credit partnerships: Cascadian (Bellevue),
Woodridge (Riverton), Fairwood (Renton), Laurelwood (Fed®val), the Rural Preservation projects
(Enumclaw and North Bend), Windsor Heights (Sea Tac), Heritage (Bathell), Colonial Gardens
(Shoreline), Alpine Ridge (Bothell), Somerset Gardens (Bellevi@jerlake Station (Redmond),
Southwood Square (Kent), Arbor Heights (White Center), Harridouse (Kent) and Green River (aka
Valley Park ) (Auburn), Seola Crossing (White Center), and Egis (sxhtées).

Typically, at the time of closing, the Authority will earn a developék for its role in bringing the project
to fruition. Developer fees are paid primarily from avaiathsh flows and development proceeds. Under
the various partnership agreements, any outstanding developardeganerally required to be paid within
10 to 15 years of the project’s placed-in-service date and mayeaitterest on unpaid balances. Certain
tax credit projects also incur a management fee and sometimes aciorstmanagement fee owed to the
general partner. These incurred fees and interest are reflectesl Auttority’s operating income and
totaled 4.,738,306n fiscal year 2007.

The Cascadian, Woodridge Park and Fairwood Limited Partnerstgpe financed as a direct sale of
property to the partnerships. The Authority borrowed timel$ to purchase the projects, lent the funds to
the partnerships that then purchased the buildings. The wtytlearries the related debt on its books,
offset by notes receivable from the partnerships. The partpsrefdake all payments on the bonds and
other acquisition debt although the Authority remains ogetntly liable for them. Both the debt interest
expense and an offsetting amount of interest income are reflectéte Authority’s books and totaled
$964,703 for the fiscal year.

The financing for the remaining tax credit partnerships waststted as direct financing leases from the
Authority to the partnerships. Upon issuance of the bateésAuthority purchases the projects. The
Authority retains ownership of the buildings, and leases them to ttreepshtips under terms of a long term
financing lease, which is treated as a sale for tax purposes. Payments from drslppstare sufficient to
pay the outstanding bonds, but the Authority remainsiogently liable for their payment. The debt
interest expense and an offsetting amount of interest incomefégeted on the Authority’s books and
total $4,522,566 for the fiscal year.
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Although the bonds are the primary source of funds foptitehase of the developments, other funding is
usually required. Lines of credit, both taxable and non-taxable, are secuhedAuthority to pay some of
the acquisition costs and most of the rehabilitation coskesd lines are retired primarily using proceeds
from the sale of Low Income Housing Tax Credits to thétdichpartners usually within two to three years
of the partnership’s inception. The Authority also may rergjrant funds or other loans to assist in
purchasing the properties and in preserving affordabilitiinithe projects. Because of limitations posed
by the Internal Revenue Service, all such funds are lent to theepsnips. These advances are accounted
for as part of the financing lease if the proceeds are usguifohasing the property and are accounted for
as notes receivable from the partnerships if the proceeds are arseshdbilitating the property. A
summary of the Authority’s long-term debt is reflected iatdN5. A summary of notes receivable and
investments in direct financing leases with the partnerships is reflectedar8N

In March 2007, a limited liability corporation, Nia ApartmenisC, was formed to receive the second
Greenbridge housing development upon its completion. Ngacdions occurred between the Authority
and the Nia Apartments LLC in fiscal year 2007.

In May 2007, eight public housing properties were solthéoEgis LP through a Low Income Housing Tax
Credit transaction to finance fire and life safety upgradeserfatilities. A summary of the transaction
follows:

Gain or Note Lease
Sale Receivabl Receivabl
Sale Proceeds / Finance le $ 34,740,000 $ - $ 34,740,00
Lease payment made through issuance of - 8,300,00( (8,300,00(
Net book value of assets s (5,645,02¢ - -
Net activity $29,094,971 $8,300,000 $ 26,440,000

In addition, the Authority earned a $1,215,000 developer fam the Egis transaction and received a
developer fee note receivable as consideration.

New Market Tax Credit (NMTC)

The New Market Tax Credit program is also the result of Fedegilation. It allows investors certain tax
incentives for investing in qualified low income community busines384 (CB) which serve low-income
communities or low-income persons. The Wiley Center, a community fanilyhite Center and formerly
part of the Greenbridge project, qualifies as a QALICB. In dvaver 2006, it was sold through a
financing lease to the Greenbridge Foundation, a not-for-pmgfénization, as part of a New Market Tax
Credit transaction to obtain funding for its renovation. A summébtiyeotransaction follows:

Financing
Note Lease
Gain On Sal Receivabl Receivable
Wiley Center sale proceeds / financing lease $ 101889, $ - $ 10,219,163
Funds advanced to Wiley Center Investment Fund, LP - 7,892,316 -
Financing lease payment - - (9,505,523)
Net book value of Wiley Center assets sold (6,293,53 -

$ 3965632 $ 7892316 $ 713,640
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Summarized partnership information for the year ended December 31, 2006l lisves

Cones Fairwood
2003 1995

424,170 $ 776,450
18,995 101,363
10,253,115 5,556,045

10,696,280 6,433,858

Alpine Colonial
Partnership Name Ridge Cascadian Gardens
Fiscal Year Acquired / Sold 1999 1994 1999
ASSETS, LIABILITIES AND NET ASSETS:
ASSETS
Cash and investments $ 513,648 1,977,296 $ 809,930 $
Receivables and other 77,472 179,972 117,792
Capital assets, net 3,492,030 8,191,336 6,040,738
Total Assets 4,083,142 10,348,604 6,968,460
LIABILITIES
Current liabilities 200,423 756,547 333,930
Long-term liabilities 3,008,431 7,195,147 4,961,443
NET ASSETS 874,288 2,396,910 1,673,087

197,178 323,106
5,665,330 4,583,161

4,933,772 1,527,591

Total Liabilities & Net Assets $ 4,083,142% 10,348,604 $ 6,968,460 $

10,696,280 $ 6,433,858

REVENUE, EXPENSES AND CHANGE IN NET ASSETS:

OPERATING REVENUES $ 444,398% 1,813,666 % 762,989 $ 733,702 $ 1,303,472
OPERATING EXPENSES
Administrative 29,645 294,027 106,008 188,731 254,052
Operating and maintenance 171,750 488,977 251,722 241,382 536,355
Depreciation 102,205 234,155 200,418 331,419 165,012
Total Operating Expense 303,600 1,017,159 558,148 761,532 955,419
Total Operating Income 140,798 796,507 204,841 (27,830) 348,053
NONOPERATING REVENUES (EXPENSES)
Grant Revenue - - - - -
Investment income 20,199 85,700 35,299 5,419 37,321
Interest expense (164,963) (532,133)  (269,565) (185,348) (298,852)
Gain (loss) on disposal of assets - (34,208) - - (37,579)
Total nonoperating
revenues (expenses) (144,764) (480,641) (234,266) (179,929) (299,110)
Total Net Income (Loss) (3,966) 315,866 (29,425) (207,759) 48,943
Contributions (distributions) - - - (5,150) -
CHANGE IN NET ASSETS (3,966) 315,866 (29,425) (212,909) 48,943
Beginning Net Assets 878,254 2,081,044 1,702,512 5,146,681 1,478,648
Total Ending Net Assets $ 874,288 2,396,910 $ 1,673,087 $ 4,933,772 $ 1,527,591
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Continued - Summarized partnership information for thee y&ded December 31, 2006:

Green Harrison
River Greenbridge House Heritage Kona
Partnership Name Homes Foundation Apts. Park Village
Fiscal Year Acquired / Sold 2004 2007 2004 1999 1999
ASSETS, LIABILITIES AND NET ASSETS:
ASSETS
Cash and investments $ 264,44% 2,710,173$ 305237 $ 715,337 $ 1,234,695
Receivables and other 96,404 14,910 141,549 141,067 200,488
Capital assets, net 9,084,536 10,449,163 8,703,785 6,330,239 15,912,445
Total Assets 9,445,381 13,174,246 9,150,571 7,186,643 17,347,628
LIABILITIES
Current liabilities 150,990 2,187,968 207,782 243,226 488,257
Long-term liabilities 10,852,213 10,925,000 11,218,923 5,101,976 12,662,136
NET ASSETS (1,557,822) 61,278  (2,276,134) 1,841,441 4,197,235

Total Liabilities & Net Assets $ 9,445,381% 13,174,246 $ 9,150,571 $ 7,186,643 $ 17,347,628

REVENUE, EXPENSES AND CHANGE IN NET ASSETS:
OPERATING REVENUES $ 487,457% 7,826 $ 508,064 $ 777,345 $ 1,537,341

OPERATING EXPENSES

Administrative 134,655 1,771 208,282 152,336 284,577

Operating and maintenance 146,019 1,580 133,542 226,192 458,647

Depreciation 469,439 - 567,386 199,023 430,599
Total Operating Expense 750,113 3,351 909,210 577,551 1,173,823
Total Operating Income (262,656) 4,475 (401,146) 199,794 363,518

NONOPERATING REVENUES (EXPENSES)

Grant Revenue - 54,644 - - -

Investment income 50 11,567 207 20,923 37,429

Interest expense (499,895) (9,408) (538,496) (240,861) (704,818)

Gain (loss) on disposal of assets - - - - -
Total nonoperating

revenues (expenses) (499,845) 56,803 (538,289) (219,938) (667,389)

Total Net Income (Loss) (762,501) 61,278 (939,435) (20,144) (303,871)
Contributions (distributions) - - - - -

CHANGE IN NET ASSETS (762,501) 61,278 (939,435) (20,144) (303,871)

Beginning Net Assets (795,321) - (1,336,699) 1,861,585 4,501,106

Total Ending Net Assets $ (1,557,823 61,278 $ (2,276,134)% 1,841,441 $ 4,197,235
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Continued - Summarized partnership information for thee y&ded December 31, 2006:

Overlake
Laurelwood TOD
Partnership Name Gardens Housing
Fiscal Year Acquired / Sold 1997 2000

Rural
Housing Seatac
1997 1998

ASSETS, LIABILITIES AND NET ASSETS:
ASSETS

Cash and investments $ 666,73$ 1,937,863 $

670,030 $ 2,185,049

Receivables and other 66,725 354,999 103,849 127,485
Capital assets, net 4,184,980 36,657,919 4,841,920 15,953,349
Total Assets 4,918,444 38,950,781 5,615,799 18,265,883
LIABILITIES
Current liabilities 120,317 452,947 236,699 794,567
Long-term liabilities 3,293,021 30,485,136 4,008,813 12,233,051
NET ASSETS 1,505,106 8,012,698 1,370,287 5,238,265

Total Liabilities & Net Assets $ 4,918,444% 38,950,781 $

5,615,799 $ 18,265,883

REVENUE, EXPENSES AND CHANGE IN NET ASSETS:
OPERATING REVENUES $ 731,544% 2,755,207 $

OPERATING EXPENSES

739,874 $ 2,194,118

Administrative 168,160 511,610 218,155 446,340
Operating and maintenance 272,155 678,939 287,248 763,111
Depreciation 185,838 1,109,892 219,460 590,158
Total Operating Expense 626,153 2,300,441 724,863 1,799,609
Total Operating Income 105,391 454,766 15,011 394,509
NONOPERATING REVENUES (EXPENSES)
Grant Revenue - - - -
Investment income - 55,785 11,980 81,216
Interest expense (159,129) (1,288,280) (150,503) (536,628)
Gain (loss) on disposal of assets - - - -
Total nonoperating
revenues (expenses) (159,129) (1,232,495) (138,523) (455,412)
Total Net Income (Loss) (53,738)  (777,729) (123,512) (60,903)
Contributions (distributions) - - - -
CHANGE IN NET ASSETS (53,738) (777,729)  (123,512) (60,903)
Beginning Net Assets 1,558,844 8,790,427 1,493,799 5,299,168

Total Ending Net Assets $ 1,505,106 8,012,698 $

1,370,287 $ 5,238,265
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Continued - Summarized partnership information for thax yeded December 31, 2006:

South-
Seola wood Woodridge GRAND
Partnership Name Crossing Square Park TOTAL
Fiscal Year Acquired / Sold 2007 2001 1995
ASSETS, LIABILITIES AND NET ASSETS:
ASSETS
Cash and investments $ 2,099,418 843,596 $ 1,067,352 $ 19,201,416
Receivables and other 1,837,507 126,160 123,789 3,830,526
Capital assets, net 17,236,287 8,164,071 4,596,920 175,648,878
Total Assets 21,173,212 9,133,827 5,788,061 198,680,820
LIABILITIES
Current liabilities 326,684 314,627 387,276 7,722,524
Long-term liabilities 21,759,976 6,314,080 5,079,495 159,247,332
NET ASSETS (913,448) 2,505,120 321,290 31,710,964

Total Liabilities & Net Assets $ 21,173,212% 9,133,827 $ 5,788,061 $ 198,680,820

REVENUE, EXPENSES AND CHANGE IN NET ASSETS:
OPERATING REVENUES $ 168,336$% 919,618 $ 1,412,732 $ 17,297,689

OPERATING EXPENSES

Administrative 51,104 181,557 311,563 3,542,573
Operating and maintenance 364,500 234,109 534,023 5,790,251
Depreciation 258,775 233,412 231,539 5,528,730
Total Operating Expense 674,379 649,078 1,077,125 14,861,554
Total Operating Income (506,043) 270,540 335,607 2,436,135
NONOPERATING REVENUES (EXPENSES)
Grant Revenue - - - 54,644
Investment income - 29,085 38,046 470,226
Interest expense (407,705) (343,502) (303,776) (6,633,862)
Gain (loss) on disposal of assets - - - (71,787)
Total nonoperating
revenues (expenses) (407,705) (314,417) (265,730) (6,180,779)
Total Net Income (Loss) (913,748)  (43,877) 69,877 (3,744,644)
Contributions (distributions) 300 (5,305) - (10,155)
CHANGE IN NET ASSETS (913,448) (49,182) 69,877 (3,754,799)
Beginning Net Assets - 2,554,302 251,413 35,465,763
Total Ending Net Assets $ (913,448 2,505,120 $ 321,290 $ 31,710,964
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NOTE 8 — SUPPLEMENTAL FINANCIAL INFORMATION

Following are details of selected financial statementitemas.

Other Revenue:

Portability administrative fee from other authod $ 1,062,14

Developer fee 1,435,901

Othel 1,457,35: 3,955,39:i
Net Gain (Loss) on Disposal of Capital Assets:

Net proceeds from property sa

Public housing property to Egis, 29,094,97
Wiley Center to Greenbridge Foundal 3,965,63:

Net disposal of fixed assets and o (6,376,219 26,684,38
Current Receivables:

Grants: HUD, Section 8 progr: 6,744,48!

Grants: HUD, other progral 1,911,84!

Grants: Othe 1,204,49

Notes and financing leas 17,092,78

Interest: Notes and financing le 1,962,96!

Tenant 468,81¢

Othel 977,52! 30,362,91
Other Current Assets:

Prepaid insurance and ot 343,54.

Materials & mobile home inventa 358,04! 701,58
Noncurrent Receivables:

Notes and financing leas 175,865,01

Noncurrent intere 2,322,96. 178,187,97
Other Noncurrent Assets:

Unamortized bond issuance c« 2,148,34.

Investment in tax credit properties and o 729,79 2,878,13
Other Current Liabilities:

Accounts payab 1,979,97

Interest payab 2,561,69!

Accrued compensated abser 1,340,29

Tenant security depos 1,371,20.

Accrued wages and bene 821,46¢

Family Self Sufficiency escrc 537,66¢

Prepaid revenue and ot 339,32: 8,951,63!
Other Noncurrent Liabilities:

Contract retentic 2,887,20.

Deferred revent 650,83!

Noncurrent interes 494,53(

Payment in lieu of taxes and ot 203,88t 4,236,45!

NOTE 9 - PENSION PLANS

Substantially all the Authority’s full-time and qualifyingart-time employees participate in one of the
following statewide retirement systems administered by tlashiigton State Department of Retirement
Systems, under cost-sharing multiple-employer public ensglalefined benefit and defined contribution
retirement plans. The Department of Retirement Systems (D&Separtment within the primary

government of the State of Washington, issues a publicly aleitanprehensive annual financial report
(CAFR) that includes financial statements and required supplementampation for each plan. The DRS

CAFR may be obtained by writing to: Department of Retirenggtstems, Communications Unit, P.O. Box
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48380, Olympia, WA 98504-8380. The following disclosuaes 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 systemprised of three separate plans for
membership purposes: Plans 1 and 2 are defined benefit phiiaan3 is a defined benefit plan with a
defined contribution component.

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

PERS participants who joined the system by September 3@,a87lan 1 members. Those who joined
on or after October 1, 1977 and by either February 28, 200&dte and higher education employees or
August 31, 2002 for local government employees™ are Plan Zbarsranless they exercise an option to
transfer their membership to Plan 3. PERS patrticipantsgpihhe system on or after March 1, 2002 for
state and higher education employees, or September 1, 200Zdbigtavernment employees have the
irrevocable option of choosing membership in either PER® Plor PERS Plan 3. The option must be
exercised within 90 days of employment. An employee is repantdelan 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 catigoinof investment earnings and
employer and employee contributions. PERS retirement benefiisipms are established in state statute
and may be amended only by the State Legislature.

Plan 1 members are vested after the completion of five yearsgdflelservice. Plan 1 members are
eligible for retirement at any age after 30 years of service,tbeage of 60 with five years of service, or
at the age of 55 with 25 years of service. The annual benefitoispercent of the average final

compensation per year of service, capped at 60 percent. The avesgeripensation is based on the
greatest compensation during any 24 eligible consecutive compensainths. Plan 1 retirements from
inactive status prior to the age of 65 may receive actuariallycegldbenefits. The benefit is actuarially
reduced to reflect the choice of a survivor option. A coéitrfg allowance (COLA) is granted at age 66
based upon years of service times the COLA amount, increaseckbyptrcent annually. Plan 1 members
may also elect to receive an additional COLA amount (indexetiedSeattle Consumer Price Index),
capped at three percent annually. To offset the cost of this annual adjustmbetsfit is reduced.

Plan 2 members are vested after the completion of five yealfitfiee service. Plan 2 members may
retire at the age of 65 with five years of service, or at the adgb afith 20 years of service, with an
allowance of two percent of the average final compensation per yeserwce. The average final
compensation is based on the greatest compensation during any eligible ¢omné€emtonth period. Plan
2 retirements prior to the age of 65 receive reduced benefitstirfiment is at age 55 or older with at least
30 years of service, a three percent per year reduction appliesyisth an actuarial reduction will apply.
The benefit is also actuarially reduced to reflect the choice of a survivor oftieere is no cap on years of
service credit; and a cost-of-living allowance is granted (iedeto the Seattle Consumer Price Index),
capped at three percent annually.

Plan 3 has a dual benefit structure. Employer contributimesde a defined benefit component, and
member contributions finance a defined contribution compon&he defined benefit portion provides a
benefit calculated at 1 percent of the average final compensation pesfy&awvice. The average final
compensation is based on the greatest compensation during gibje etionsecutive 60-month period.
Effective June 7, 2006, Plan 3 members are vested in the defangoh of their plan after ten years of
service; or after five years if twelve months of that service amedaafter age 44; or after five service
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credit years earned in PERS Plan 2 prior to June 1, 2008. 3Rfeembers are immediately vested in the
defined contribution portion of their plan. Vested Plane8niers are eligible to retire with full benefits at
age 65, or at age 55 with 10 years of service. Retirementsigitioe age of 65 receive reduced benefits.
If retirement is at age 55 or older with at least 30 yeasepfice, a 3 percent per year reduction applies;
otherwise an actuarial reduction will apply. The benefit is atsoarially reduced to reflect the choice of a
survivor option. There is no cap on years of service credi;Pdan 3 provides the same cost-of-living
allowance as Plan 2.

The defined contribution portion can be distributed in etamace with an option selected by the member,
either as a lump sum or pursuant to other options authorized by theyEmpletirement Benefits Board.

There are 1,181 participating employers in PERS. MembersiERS consisted of the following as of
the latest actuarial valuation date for the plans of September 30, 2006:

Retirees and Beneficiaries Receiving Benefits 70,201
Terminated Plan Members Entitled to But Not Yet Receiving Benefits 105,6

Active Plan Members Vested 105,215
Active Plan Members Non-vested 49,812
Total 250,838

FUNDING POLICY

Each biennium, the state Pension Funding Council adopts IPlEmployer contribution rates, Plan 2
employer and employee contribution rates, and Plan 3 employeibation rates. Employee contribution
rates for Plan 1 are established by statute at 6 percentater agencies and local government unit
employees, and 7.5 percent for state government elected officers. The employerlagdesogmtribution
rates for Plan 2 and the employer contribution rate for Plane3developed by the Office of the State
Actuary to fully fund Plan 2 and the defined benefit portof Plan 3. All employers are required to
contribute at the level established by the Legislature. UndeSHHan 3, employer contributions finance
the defined benefit portion of the plan, and member contobsitinance the defined contribution portion.
The Employee Retirement Benefits Board sets Plan 3 employeébatiotr rates. Six rate options are
available ranging from 5 to 15 percent; two of the optemesgraduated rates dependent on the employee’s
age. The methods used to determine the contribution requirearenestablished under state statute in
accordance with chapters 41.40 and 41.45 RCW.

The required contribution rates expressed as a percentagaeariteyear covered payroll, as of December
31, 2007, were as follows:

PERS Plan 1 PERS Plan 2 PERS Plan 3
Employer* 6.13% ** 6.13% 6.13% ****
Employee 6.00% *** 4.15% ok

* The employer rates include the employer administrative expense fee gusedrdt 0.16%.
** The employer rate for state elected officials is 9.12% for Plan 1 and 6.dr3Ptain 2.

*** Plan 3 defined benefit portion only.
*** The employee rate for state elected officials is 7.50% for Plan 1 and@f@6Plan 2.
*rxxk Variable from 5.0% min. to 15.0% maximum based on rate selected by th&SPERember.

Both the Authority and the employees made the required cotidriisu The Authority's required
contributions for the years ending December 31 were as follows:

PERS Plan 1 PERS Plan 2 PERS Plan 3
2007 $65,139 $728,697 $92,655
2006 $37,119 $361,419 $46,174
2005 $26,335 $214,085 $27,780
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NOTE 10 - CONDUIT DEBT OBLIGATIONS

The Authority has issued debt instruments for the purpbgeoviding capital financing for specific non-
governmental corporations that are not part of the Authseriipancial reporting entity. In general, the
Authority issues such conduit debt, but the Authority is not redplerfer the payment of the original debt.
That debt is secured solely by payments received by the Atytlfimm the various non-governmental
corporations, and by the Deeds of Trust to the underlyingepties. Owners of the debt have no recourse

to any other revenues

of the Authority.

Non-governmental Project Description Date of June 30
Corporation Issue Balance
Original
Issue
Amount
Baptist Rest Home |Refinancing of an existing 82 unit building known aday 1, 1997  $3,880,000
Association Fred Lind Manor, located in Seattle, WA
Auburn North Purchase of land and construction of a 296-unit  |December 1} $11,445,000
Associates Limited |complex for elderly or disabled, low-income persond %97
Partnership Auburn Washington, known as Auburn Court
Apartments.
Manufactured HousingAcquisition and rehabilitation of a 93-unit mobile |December 2| $2,400,000
Community home park in the city of Redmond, Washington, kn|1997
Preservationists as Avon Villa Mobile Home Park.
Seaview Apartments |Acquisition and rehabilitation of a 72-unit multifamilfpecember 1| $2,285,000
Limited Partnership |development in Des Moines, Washington. 1998
St. Andrews Housing |Acquisition of a 59-unit apartment complex located|Ontober 20, | $2,942,768
Group Mercer Island, Washington, known as Ellsworth  |1999
House.
Vashon Island Construction of a 40-unit assisted living and 30-bedSeptember 1, $6,710,000
Community Care skilled nursing facility on Vashon Island to be know2001
as Vashon Community Care Center.
Evergreen Court Acquisition and rehabilitation of 111-unit Washingtg®eptember 1, $6,516,555
Associates Ltd Court assisted living in Bellevue to be rehabilitated|2001
into a 82-unit complex known as Evergreen Court
Angle Lake Apartments Construction of an 80-unit independent |igagior |November $5,000,000
housing facility located in SeaTac. 14, 2002
Radcliffe Place, LLC | Construction of a 135 unit senior housing fiacili  |December 10,097,80(
located in Kent know as Radcliffe Place Senior |22, 2004
Apartments
Wild Garden Housing |Refinancing of three affordable housing projects |August 1, $7,311,552
LLC-DASH owned by DASH that comprise a total of 136 2005
apartment units in Bellevue known as Glendale,
Wildwood Court and Garden Grove.
Summerfield Acquisition of an existing 52 unit affordable apartryfgepitember 1, $3,500,000
complex in the City of Bellevue known as 2005
Summerfield Apartments
Eernisse Apartments | Construction of a 26 unit affordable rental taygeh|December $3,800,000
project on Vashon Island known as Eernisse 20, 2005
Apartments.
Young Women'’s Acquisition, rehabilitation, or construction of housindune 27,2007 $15,040,000
Association of Seattle|for persons of low income to be located on multiple
King and Snohomish [sites within King County, Snohomish County, and the
County (YWCA) City of Seattle

Washington State Auditor's Office
43



NOTE 11 - RISK MANAGEMENT

The Authority is exposed to perils commonly associated thighownership and rental of real property.
Perils including bodily injury to individuals; propertiamage by fire and forces of nature; loss of assets
from theft and employee dishonesty; and liability for publfficials’ and employees’ conduct are handled
through a combination of purchased commercial insurance, volwsgHsynsurance, participation in a risk-
sharing pool or group, and contractual risk transfer via indemndficatjreements.

For Public Housing, the Authority secures third-party ligbinsurance primarily through the Housing
Authority Risk Retention Pool (HAARP), a public entitgkisharing pool. The General Liability limit,
including Washington Stop-Gap or Employer’s Liability,$i2,000,000 per occurrence on an occurrence
basis with a $1,000 deductible. Contractor’s Pollution Lighblimit is $1,000,000 claims-made basis with
a $10,000 per claim self-insured retention provided throuBC.CAutomobile Liability insurance is
$5,000,000 total limits provided through Liberty Nor#wst Insurance Company. Property insurance
including Rental Income coverage through HARRP has a stanidatcof $3,000,000 replacement cost
basis, with higher limits available upon request. Property atudiel is $50,000 per loss. The Authority has
secured Fidelity coverage through HARRP for $100,000 per aomerfor all employees, and $500,000
for employees with greater exposure.

Bond Financed Projects are covered for property insurance thtdAgtRP. The general liability is
covered through the Housing Authority Risk Retention @r¢tdARRG) with $5,000,000 per occurrence
limit. Additionally, liability sub-limits are provided fdire damage liability and athletic sports liability, at
$50,000 and $250,000, respectively.

Tax Credit Partnership properties are covered for general hahbilth total limits of $6,000,000 per

occurrence basis provided by Great American Specialty Insurance ®DO00each occurrence,
$2,000,000 general aggregate) on the primary level, and $50008g@regate limit on the umbrella level,
with a $10,000 self-insured retention. Lexington Landmark providgsepty insurance for building values
on replacement cost basis are provided with a $25,000 dedugtitieContents and Business Income
including Extra Expense covered according to reported values.

Excess Liability over all of the above liability coveragesnsvjaed to raise the limits noted above to a
total of $10 million. This coverage is with Lexington Insurance Compan

Public Officials and Employment Practices Liability are preddn all properties with a $5 million limit
with a $75,000 Self-Insured Retention with Lexington Insurance Compan

No closed claims are known to have exceeded the applicable limiiisusnce secured from any of the
mentioned providers.

NOTE 12 — SUBSEQUENT EVENTS

Eqis Housing Project

In September, the Authority completed two bond issues relatind tEgis Housing project; a $9.25 million
issue under the Capital Fund Financing Program (CFFP) &2d.85 million issue. The proceeds of both
issues were loaned to the Egis Housing Limited Partnership to payjectrosts.

Wonderland Estates
In November, the Authority obtained a $10 million linecoédit and used a portion of it to purchase the
Wonderlands Estates mobile home park for $8.4 million.
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Lora Lake Apartments

In November, an agreement was reached between the Authority, KimgyCthe Port of Seattle and the
City of Burien enabling the Authority to purchase the Loa&d Apartments as affordable housing. As part
of the agreement the Authority, King County and Washin@taie will work with the City of Burien to
facilitate the Transit Oriented Development project being desifmethe city’s downtown core. The

project will include affordable housing for senior citizens and local $&mployees

In December, purchase negotiations with the Port of Seattle cedchith a price of $13.75 million and a
formal signing of a Memorandum of Understanding between tihokity, the City of Burien, King
County and the Port of Seattle. A $10 million line of dredis obtained to finance this purchase and the
rehabilitation of the units.

The Authority has taken possession of the property and has begun repaiupits.

Greenbridge Project

In October, the Authority received a $12.95 million paymenth@nSeola Crossing LLC financing lease
receivable. The funds were generated from an equity pay-in to_.tbdrbm the tax credit investor. The
proceeds were used to pay-down the Authority’s outstanding projestdircredit.

In December, the Authority completed a $4.25 million bondeigglated to the Salmon Creek tax credit
partnership. Also, all development commitments were met andnidecbst certification was prepared for
the second phase of the Seola Crossing housing projeginrithe total cost for this phase to $24.6
million. In addition, to help finance the remaining phasethefGreenbridge project, the Authority used
$15 million of its unreserved cash and cash equivalents tal@ag outstanding lines of credit. The
project will pay the Authority interest on this $15 million at the Wiagton State Investment Pool earnings
rate.

Springwood Apartments Public Housing Development

The Authority received permission from HUD to dispose lod 824 units of public housing at the
Springwood complex. The complex is in need of major renmvati order to correct numerous design
deficiencies and make needed replacements and upgrades that will &eterseful life of the property

another 20 years. The disposition will enable the Authdntyobtain funding through Low Income

Housing Tax Credits, issuance of tax exempt bonds, and other meansde fimese improvements.
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HOUSING AUTHORITY OF THE COUNTY OF KING
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2007

FEDERAL OTHER CURRENT DEBT
CFDA ID THROUGH YEAR LIABILITY
GRANTOR PROGRAM TITLE NUMBER NUMBER ENTITY EXPENDITURES BALANCE
DIRECT ASSISTANCE
U.S. DEPARTMENT OF AGRICULTURE
RURAL RENTAL HOUSING LOANS:
RAINIER | 10.415 LOAN - $ 437,471
RAINIER I 10.415 LOAN - 610,120
SI VIEW 10.415 LOAN - 178,495
TOTAL - U.S. DEPARTMENT OF AGRICULTURE - 1,226,086
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HU D)
SECTION 8 NEW CONSTRUCTION:
BURIEN PARK 14.182 WA19-8023-007 630,667 -
EMERSON MANOR 14.182 S 0056 172,874 -
HOMESTEAD APT 14.182 S 0058 106,291 -
NORTHLAKE HOUSE 14.182 WA19-0049-002 259,657 -
NORTHWOOD 14.182 WA19-8023-006 203,763 -
MULTIFAMILY HOUSING SERVICE COORDINATOR:
SENIOR HOUSING (2002) 14.191  WA19HS00003 59,502 -
SENIOR HOUSING (2004) 14191 WA19HS02005 91,357 -
SECTION 8 HAP PROGRAM SPECIAL ALLOCATIONS:
HIDDEN VILLAGE 14.195 WA19M000184 411,021 -
NEWPORT 14.195 WA19M000179 132,610 297,515
PARKWAY 14.195 WA19M000203 354,088 1,607,520
SPIRITWOOD 14.195 WA19M000182 895,595 2,078,683
PUBLIC AND INDIAN HOUSING:
KING COUNTY OPERATING SUBSIDY 14.850 WA00200305J 7,169,632 -
OLYMPIA OPERATING SUBSIDY 14.850 WAO00202505J 91,520 -
SECTION 8 MODERATE REHABILITATION:
TITUSVILLE 14.856 S 0023K 65,356 -
REVITALIZATION SEVERLY DISTRESSED PUBLIC HOUSING:
HOPE VI 14.866 WA19URDO0021101 6,968,831 -
RESIDENT OPPORTUNITY AND SELF SUFFICIENCY:
HOMEOWNER PROGRAM (2002) 14.870 WAO02RHS002P0022 83,700 -
NEIGHBORHOOD NETWORKS (AUBURN) 14.870 WAO02RNNO002P0063 2,527 -
NEIGHBORHOOD NETWORKS (KENT) 14.870 WAO02RNNO50A003 244 -
NEIGHBORHOOD NETWORK (GREENBRIDGE) 14.870 WAOO02RNNO50@3 2,927 -
NEIGHBORHOOD NETWORK (SPRINGWOOD) 14.870 WAOO02RNNO5@%0 12,831 -
HOUSING CHOICE VOUCHERS:
HOUSING ASSISTANCE PAYMENTS 14.871 S 023V 56,830,639 -
PUBLIC HOUSING CAPITAL FUND PROGRAM:
CFP - 2003 14.872 WA19P00250103 309,106 -
CFP - 2004 14.872 WA19P00250104 165,907 -
CFP - 2005 14.872 WA19P00250105 1,065,250 -
CFP - 2006 14.872 WA19P00250106 1,427,098 -
TOTAL - U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOP MENT (HUD) 77,586,992 3,983,718
U.S. DEPARTMENT OF JUSTICE
INSTITUTE OF LAW & JUSTICE:
PUBLIC HOUSING SAFETY INITIATIVE 16.595 39.71 207,367 -
TOTAL - U.S. DEPARTMENT OF JUSTICE 207,367 -
SUBTOTAL DIRECT ASSISTANCE 77,794,359 5,209,804
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HOUSING AUTHORITY OF THE COUNTY OF KING
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the Fiscal Year Ended June 30, 2007

FEDERAL OTHER PASS CURRENT DEBT
CFDA ID THROUGH YEAR LIABILITY
GRANTOR PROGRAM TITLE NUMBER NUMBER ENTITY EXPENDITURES BALANCE
PASS-THROUGH ASSISTANCE
U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (HU D)
CDBG ENTITLEMENT GRANT:
BELLEVUE HOUSING REPAIR (2005) 14.218 CDBG 187 1 204,824 -
BELLEVUE HOUSING REPAIR (2006) 14.218 CDBG 199 1 358,615 -
KING COUNTY HOUSING REPAIR (2003) 14.218 C03461 2 50,149 -
GREENBRIDGE PROJECT FLOAT LOAN 14.218 LOAN 2 - 1,750,000
CDBG, BROWNSFIELD:
JIM WILEY RENOVATION EDI 3 14.246 4 495,000 -
CDBG SECTION 108 LOAN:
GREENBRIDGE PROJECT 14.248 LOAN 2 - 6,466,858
ECONOMIC DEVELOPMENT INITIATIVE:
JIM WILEY RENOVATION EDI 1 14.251 BO5SPWA1008 4 72,168 -
JIM WILEY RENOVATION EDI 2 14.251 4 346,500 -
TOTAL - U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOP MENT (HUD) 1,527,256 8,216,858
U.S DEPARTMENT OF ENERGY
WEATHERIZATION ASSISTANCE FOR LOW INCOME PERSONS:
2006 81.042 F06-434-413 DOE 5 394,752 -
2006 81.042 F07-43103-413 DOE 48,170 -
2007 81.042 FO07-446-413 BPA 5 39,445 -
TOTAL - U.S. DEPARTMENT OF ENERGY 482,367 -
U.S. DEPARTMENT OF HUMAN AND HEALTH SERVICES
LOW-INCOME HOME ENERGY ASSISTANCE:
2005 93.568 F05-431-413 HHS 5 337,746 -
2007 93.568 F07-431-413 HHS 5 509,612 -
TOTAL U.S. DEPARTMENT OF HUMAN AND HEALTH SERVICES 847,358 -
AMERICORPS
AMERICORPS - (2005) 94.006 ESD 05-027-G 6 9,599 -
AMERICORPS - (2006, 2007) 94.006 ESD 07-010-G 6 48,137 -
TOTAL - AMERICORPS 57,736 -
SUBTOTAL PASS-THROUGH ASSISTANCE 2,914,717 8,216,858
TOTAL ASSISTANCE $ 80,709,076 $ 13,426,662

Pass Through Entity:

1 City of Bellevue, WA

2 King County, Washington

3 King County Department of BRED

NOTE 1 - BASIS OF ACCOUNTING

o o b

The Schedule of Financial Assistance is prepared on the same lesiswiting as the King County
Housing Authority’s financial statements. (See Note 1 in thed\io the Financial Statements.)

NOTE 2 - PROGRAM COSTS

The amounts shown as current year expenditures represent only thededé@alof the program cost:
Entire program costs, including The Authority’s portion, maynmore than shown.

Boys and Girls Club of King County, Inc.
Washington State Department of CTED

Washington State Employment Security Department
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POOLED HOUSING REFUNDING REVENUE BONDS, SERIES 1898
A PROPRIETARY FUND OF THE HOUSING AUTHORITY OF THEOUNTY OF KINCG

BALANCE SHEET
As of June 30, 2007

ASSETS
CURRENT ASSET¢S
Cash and cash equivale
Restricted cash and cash equival
Receivables, n
Restricted investmer
Other current asse¢
Total Current Asse

NONCURRENT ASSET¢
Land, buildings and equipment, net
Other noncurrent assets
Total Noncurrent Assets

TOTAL ASSETS

LIABILITIES AND NET ASSETS
CURRENT LIABILITIES:

Accounts payable
Tenants' security depos

Accrued interest payable
Current portion of long-term debt
Total Current Liabilitie

LONG-TERM LIABILITIES:
Notes payable
Bonds payable, net
Total Long-Term Liabilitie

TOTAL LIABILITIES

NET ASSETS:
Invested in capital assets
Restricted
Unrestricted
TOTAL NET ASSETS

TOTAL LIABILITIES AND NET ASSETS

The accompanying notes are an integral part of these falatatements

11,369,35
844,48t
103,60°

3,594,291
196,96!

16,108,70

22,782,851
851,880

23,634,731

39,743,437

337,546
391,34¢

727,539
735,000

2,191,43.

492,157
26,232,458

26,724,61

28,916,04

(4,676,764)
4,047,433
11,456,719

10,827,388

39,743,437
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POOLED HOUSING REFUNDING REVENUE BONDS, SERIES 1898

A PROPRIETARY FUND OF THE HOUSING AUTHORITY OF THEOUNTY OF KING
STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NBBBSET¢

For the Fiscal Year Ended June 30, 2007

OPERATING REVENUES

Rent $ 6,016,851
Other 301,331
Total Operating Revenu 6,318,18:

OPERATING EXPENSES

Administrative 429,550
Payroll 730,877
Operating and maintenance 2,523,245
Utilities 879,681
Insurance 105,780
Depreciation 574,489
Amortization 39,669
Collection losses 5,723
Property management 191,296

Total Operating Expens 5,480,31!

Operating Income (Loss) 837,872

NONOPERATING REVENUE (EXPENSE)

HUD contributions 411,021
Grant revenue 17,715
Investment income 762,108
Other nonoperating revenue 95,282
Interest expense (1,518,190)
Net Nonoperating Revenue (Expense) (232,064)
INCOME (LOSS) before transfers 605,808
Transfer of funds to agency (278,066)
CHANGE IN NET ASSETS $ 327,742
Total Net Assets -- beginning 10,499,646
Total Net Assets -- ending $ 10,827,388

The accompanying notes are an integral part of these falatatements
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POOLED HOUSING REFUNDING REVENUE BONDS, SERIES 1998

A PROPRIETARY FUND OF THE HOUSING AUTHORITY OF THEOUNTY OF KING
STATEMENT OF CASH FLOWS

For the Fiscal Year Ended June 30, 2007

CASH FLOWS FROM OPERATING ACTIVITIES
Receipts from tenants $
Receipts from homeowners
Payments to employe
Payments to suppliers of goods and services

6,378,716
46,287
(746,759

(3,996,924)

Net cash provided by operating activi

1,681,32i

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Operating subsidies from HUD
Grant revenue
Transfer of funds to agency

411,021
17,715
(278,066)

Net cash provided by noncapital financing activities

150,670

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVTIES:
Principal payments on capital debt
Interest paid on capital debt
Net fixed asset transfers / (additions)
Net proceeds capital asset disposal

(700,002)

(1,492,442)
(8,151)
95,282

Net cash used in capital and related financing activities

(2,105,313)

CASH FLOW FROM INVESTING ACTIVITIES:
Net withdrawals (deposits) to reserves
Investment income

(6,022)
761,000

Net cash provided by (used in) investing activ

754,97¢

Net increase (decrease) in cash and cash equivalents

Cash and cash equivalents -- beginning

481,655

11,732,183

Cash and cash equivalents -- ending $

12,213,838

Reconciliation of operating income (loss) to net cash
provided (used) by operating activities:
Operating income (loss)
Adjustments to reconcile net income to net cash provided
by (used in) operating activities:
Depreciation
Amortization
Change in assets and liabilities:
(Increase) decrease in receivables and other currests ass
Increase (decrease) in accounts payable and accruiitidsb

837,872
574,489
39,669

(35,315)
264,605

Net cash provided by (used in) operating activ $

1,681,32i

a) Includes money market balances previously classifiéavastments.

The accompanying notes are an integral part of these fatatatements

(a)
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HOUSING AUTHORITY OF THE COUNTY OF KING
Pooled Housing Refunding Revenue Bonds, Series 1998A
NOTES TO FINANCIAL STATEMENTS
JUNE 30, 2007

The following notes are an integral part of the financial statesyarthe Housing Authority of the County
of King, Pooled Housing Refunding Revenue Bonds, Series 1998A.

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
a) GENERAL

The Pooled Housing Refunding Revenue Bonds, Series 19884-(nd) were issued in September 1998,
by the Housing Authority of the County of King (the tharity) to refinance five multifamily housing
projects comprised of 573 units and three mobile home parkprised of 321 spaces. The projects are
Walnut Park Apartments (140 units), Auburn Square Aparsn@@0 units), Woodland North Apartments
(105 units), Parkwood Apartments (90 units), Hidden Vdl&gartments (78 units), Vantage Glen Mobile
Home Park (164 spaces), Rainier View Mobile Home Park (8¢es) and Tall Cedars Mobile Home Park
(126 spaces). The eight projects (the Projects) are owned by theriyuand are located throughout King
County, Washington. These financial statements represent lmnlgdcounts of the Fund and are not
intended to present fairly the financial position, resultsperations and cash flows of the Authority taken
as a whole.

b) BASIS OF ACCOUNTING

Accounting records are maintained according to the proprietemy foodel that is similar to private
business enterprises. The Authority applies all relevant Goeartal Accounting Standards Board
(GASB) pronouncements and all Financial Accounting Standar@sdB@-ASB) pronouncements and
Accounting Principles Board (APB) opinions issued on efote November 30, 1989, unless those
pronouncements conflict with or contradict GASB pronouncespentwhich case, GASB prevails. As
allowed by GASB reporting standards, the Authority has elent#dto apply FASB Statements and
Interpretations, APB opinions, and Accounting Research Bullaiinthe Committee of Accounting
Procedures issued after November 30, 1989.

c) USE OF ESTIMATES

The preparation of financial statements in conformity with actiog principles generally accepted in the
United States of America requires management to make estimatessantptisns that affect reported
amounts of assets and liabilities and disclosure of contingent assetstditeb$ at the date of the financial
statements and the reported amounts of income and expensestderiegorting period. Actual results
could differ from those estimates.

d) REVENUES AND EXPENSES

Proprietary funds distinguish operating revenues and expdrm®s nonoperating items. Operating
revenues and expenses generally result from providing semaceproducing and delivering goods in
connection with a proprietary fund’s principal ongoing operat The principal operating revenues of the
Authority are tenant revenues. Operating expenses for entefpnde include the cost of sales and
services, administrative expenses and depreciation on capital assktseveiues and expenses not
meeting this definition are reported as nonoperating revenues and expenses.

The basis for recognition of revenues and expenses is the abesislof accounting. Revenues are
recorded when earned. Expenses are recorded when incurred. Reaevemwgpérating subsidies and
grants is classified as non-operating revenue.
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e) CASH, CASH EQUIVALENTS AND INVESTMENTS

Cash consists of Federal Depository Insurance CorporatibhCfFinsurable deposits with original
maturities of less than three months. Cash equivalents aretestmoy highly liquid investments that are
readily convertible to known amounts of cash. Investmerdkide deposits with original maturities
exceeding three months, and securities and other assets heldtegsruMost assets held by trustees are
restricted for specific uses including capital additions and improveraadtdebt service.

f) RECEIVABLES

Receivables consist primarily of rents due from tenants. Alnta@hant receivables are analyzed and the
allowance for doubtful accounts are appropriately adjusted. INewaices existed at June 30 other than
the allowance for tenant accounts receivable.

g) CAPITAL ASSETS

Capital assets are recorded at historical cost in the land, stésictamd equipment accounts and at
appraised fair market value at date of receipt if contributed. The Autlefityes capital assets as tangible
items with an initial individual cost of at least $5,00@hié item is equipment and $100,000 if the item is
real property or a capital improvement. Capital assets are depracsatgdthe straight-line method with
depreciation commencing in the acquisition year and ceasing inigpesdl year. Capital project costs
clearly associated with the acquisition, development, and construztia real estate project, including
indirect costs and interest, are capitalized as a cost of that propsst. Note 4 for the capital asset
components and balances at June 30, 2007 and fiscal year activity.

Depreciable lives for the capital asset categories follow:

Land no depreciation
Buildings and land improvements 22-60 years
Personal property 3-10 years
Construction-in-progress no depreciation

Maintenance and repairs are charged to expense when incurred. Manageiaesstland, structures, and
equipment for possible impairment whenever events or circumstarieate the carrying amount of an
asset may not be recoverable. If there is an indication of imeaf, management prepares an estimate of
future cash flows expected to result from the use of the asseits eventual disposition. If these cash
flows are less than the carrying amount of the asset, an ingyditoss is recognized to write down the
asset to its estimated fair value. Preparation of estimated exfettee cash flows is inherently
subjective and is based on management's best estimate of asssmmtitcerning expected future
conditions.

h) TAXLIABILITY

The Authority is by law exempt from all federal, state, and ldeaks and assessments. Several
developments make a Payment in Lieu of Taxes (PILOT) based on contradtcalifarisdictions.

i) COMPENSATED ABSENCES

It is the Authority’s policy to pay 100% of accumulatechaal leave when an employee terminates
employment from the Authority. As such, the value of annualelesarned but not used at year-end is
accrued. Sick leave does not vest and is only paid to those sepdratn the Authority as retirees as
defined by the state pension system. Because the amount opayroents is difficult to estimate, an
accrual is made only when the actual payment amount is known.
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j) ECONOMIC CONCENTRATIONS

The Projects are located in King County, Washington. Changés ieconomic or other conditions in that
geographical area or the demand for housing could affect future operations.

NOTE 2 — INVENTORIES

Inventory consists of supplies purchased primarily ferinanaintenance of the rental units. The perpetual
method is used to account for inventory. As such, purclase®corded into the inventory account and,
as items are used, the inventory account is reduced and the expemset & charged. Periodically
throughout the year, physical counts are taken of all supptieeand and the inventory records are
adjusted. The weighted average method is used to value the inventory.

The mobile home inventory represents homes held for salediblelisenior citizens under the Home
Ownership Program. The seniors purchase the homes and leasel¢hlging land from the Authority.
The buyers are obligated to sell the mobile home back to the Authority faligihabpurchase price net of
adjustments for improvements or deterioration.

NOTE 3 - CASH DEPOSITS AND INVESTMENTS

The Authority is restricted in its cash deposits and imvests to those allowed by RCW 35.82.070(6). In
general, deposits must be made with qualified financial itistitsi whose deposits are insured by the
Federal Deposit Insurance Corporation (FDIC).

Insurance and Collateralization

Deposits that are in excess of the $100,000 insured amoshbmgontinuously and fully (100%) secured.
Collateral, comprised of identifiable U.S. Government securitiggexcribed by HUD, are pledged or set
aside to secure these deposits. The Public Deposit Proteaian éffect in the State of Washington set
up a multiple financial institution collateral pool to imsypublic deposits. This protection is in the form of
securities pledged as collateral to the Public Deposit ProteCiionmission (PDPC) by all qualified
depositories. In 1994, the Authority received a waiver froWDHthat enabled it to make deposits in
excess of $100,000 in a qualified public depository becaude Hiklermined that there were “adequate
safeguards against the loss of Public Housing Authority funds.”

Interest Rate Risk

As a means of limiting its exposure to fair value lossesrgrifrom rising interest rates, the Authority’s
investment policy limits the maximum maturity of an inwesht to not greater than three years.
Exceptions may be made for collateralization of repurchase agreements ussimants not exceeding 30
years and for the investment of reserve funds, which canvested up to 30 years if matched to an
anticipated future cash flow.

Credit Risk

The Department of Housing and Urban Development (HUD), WagtdninState law, and the Authority’s
investment policy all limit the instruments in which the Auttyomay invest. Not all Authority funds have
the same restrictions. Following are some of the instrunientghich any Authority funds, including
Federal funds, may be invested:

1) Direct obligations of the Federal government backed by the full faith add of the United States
a) U.S. Treasury Bills.
b) U.S. Treasury Notes and Bonds.
2) Obligations of Federal government agencies, such as:
a) Government National Mortgage Association (GNMA) mortgage-backed $sesurit
b) GNMA patrticipation securities.
c) Maritime Administration Bonds.
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d) Small Business Administration Bonds.
3) Securities of Government Sponsored Agencies, such as:
a) Federal Home Loan Mortgage Corporation (FHLMC) notes and bonds.
b) Federal National Mortgage Association (FNMA) notes and bonds.
c) Federal Home Loan Bank (FHLB) notes and bonds.
d) Federal Farm Credit Bank (FFCB) notes and bonds.
e) Student Loan Marketing Association (SLMA) notes and bonds.
4) Demand and savings accounts.
5) Money Market Deposit accounts.
6) Certain mutual funds.

In addition to the above, non-federal funds and federal fumgied to the Authority’s Moving To Work
Agreement with HUD may be invested in the following which are allowed byttte & Washington:

1) Banker’s acceptances purchased on the secondary market.

2) Commercial paper.

3) Bonds of the State of Washington or any local governnfeéhedState of Washington that have one of
the three highest credit ratings of a nationally recognized rating agency.

4) General obligation bonds of a state other than the Statasiiidgton and general obligation bonds of
a local government of a state other than the State of Washitigibiave one of the three highest
credit ratings of a nationally recognized rating agency.

5) Utility revenues bonds or warrants of any city of town in the Staiéashington.

6) Bonds or warrants of a local improvement district thatwithin the protection of the local
improvement guaranty fund law.

Concentration of Credit Risk

The Authority diversifies its investments by security type asttiriion. The investment policy states:
“With the exception of U.S. Treasury securities, investment agreementssieret held funds, and
authorized pools, no more than 15% of the Authority's total investpaeetiolio will be invested in a single
security type or with a single financial institution.

Other Information:
The Authority has established arrangements with the Bank of America ékesafng of investments.

Valuation and Classification

Cash equivalents include deposits and investments that are/ @auikertible to cash. Instruments with an
original maturity date of over 3 months are classified as imarg#ts. Cash and investments held for the
future payment of long-term liabilities are classified as nareot assets. Cash and investments legally or
contractually restricted as to use are classified as restricted.

Cash equivalents include an investment in a Local Government Investmé(thBdeool). The Pool is not
registered with the Securities and Exchange Commission ($€Cpgdheres to SEC Rule 2(a)(7) of the
Investment Company Act of 1940 that requires portfolicerdification, divestiture considerations and
action if the market value of the portfolio deviates more ttampercent from the amortized costs.
Government pools that adhere to the SEC rule can reportitiveistments at amortized costs if the
remaining maturities of the debt securities are 90 days or l&ssof June 30, 2007, the pool had an
average days-to-maturity of 46 days and therefore is reported at costn@ewxesecurities are reported at
fair value.

A summary of cash and investments at June 30, 2007 follows.
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Unrestricted Restricted Total

CASH AND CASH EQUIVALENTS:

Cash on hand $ 1250 $ - $ 1,250
Depository accounts 924,153 391,349 1,315,502
Washington State Investment F 6,593,90 - 6,593,90
Westdeutsche Landesbank Collateralized
Repurchase Agreement, 5.27% 3,850,045 - 3,850,045
U.S. Treasury - Money Market - 7,853 7,853
Other money mark - 445,28« 445,28«
TOTAL CASH AND CASH EQUIVALENTS 11,369,35 844,48t 12,213,83
INVESTMENTS:
Certificate of Deposits, 5.06%, 11/9/2007 - 300,000 300,000
Westdeutshe Landesbank Gironzentrale, 5.42%, 728/20 - 2,269,306 2,269,306
Bank of America 6.1% 7/1/2028 - 1,024,990 1,024,990
TOTAL INVESTMENTS - 3,594,296 3,594,296
TOTAL $11,369,352 $ 4,438,782 $15,808,134

NOTE 4 — CAPITAL ASSETS

The components and fiscal year activity of land, structures and equipntewt fol

Beginning - Disposals / Ending
Balance Additions Adjustment Balance
NONDEPRECIABLE
Land $ 6,299,52.  $ - $ - $ 6,299,52.
Total Nondepreciab 6,299,52; - - 6,299,52.
DEPRECIABLE
Land Improvemen 362,87« - 362,87
Buildings and improvemer 24,957,00 - 24,957,00
Equipmen 573,76¢ 13,66: (518,804 68,62:
Total Depreciabl 25,893,64 13,66: (518,804 25,388,50
TOTAL CAPITAL ASSETS 32,193,16 13,66: (518,804 31,688,02
Accumulated depreciatic (8,843,979 (574,489 513,29: (8,905,174
NET CAPITAL ASSET¢ $23.349,18 _$ (560827 _$ (5,510 _$22,782,85

NOTE 5 — LONG TERM DEBT OBLIGATIONS

The components of outstanding debt at June 30, 2007 and the fiscal yeiyr aretistated below.

Beginning Retirements/ Ending Current
Balance Additions Payments Balance Portion
Notes $ 497,157 $ - 9% - $ 497,15 '$ -
Series 1998A Bonds 27,618,133 - (650,675) 26,967,458 735,000
$ 27,618,133 $ - 8 (650,675% 26,967,458 $ 735,000

Notes

Deferred loans were obtained from the State of Washingtonhen@ity of Bellevue to acquire Hidden
Village Apartments. The amount due the State of Washington is $292,157rapdyiable commencing in
the year 2024 for a twenty-year term. Interest will not accrue until the §2drehd the rate thereafter will
be 5%. The amount due the City of Bellevue is $200,000 payable commendiegygat 2012 for a thirty-

year term with interest at the rate of 5% commencing as of that date.
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Series 1998A Bonds

In September 1998, the Authority issued its Pooled Houséfgriding Revenue Bonds, Series 1998A with
principal amounts totaling $32,955,000. The Authorityeiguired to make, and has made, all payments
required under the trust indenture. The bonds mature ifingagynounts through July 1, 2028 and have
stated interest rates that vary from 3.85% to 5.25% per anfluenbonds were issued at a discount of
$480,155. The discount is amortized as interest expense ovde tbktlie debt. The unamortized balance
is reported as a reduction to the outstanding bonds payable.amortized discount charged to interest
expense for the period totaled $4,110. The bonds are secured wétbd of trust on the Projects’ rental
property, equipment and net operating income. Remaining debt service paymehits as follows:

Fiscal Year Principal Interest
2008 735,000 1,448,313
2009 765,000 1,413,598
2010 805,000 1,375,125
2011 850,000 1,333,968
2012 890,000 1,290,538
2013-2017 5,200,000 5,711,980
2018-2022 6,825,000 4,180,695
2023-2027 8,875,000 2,156,700
2028-2029 3,145,000 166,556
TOTAL $ 28,090,000 $ 19,077,471
Unamortized original issue discount (54,945)

Unamortized deferred defeasance (1,067,597)

BALANCE OF OUTSTANDING DEBT $ 26,967,458 $ 22,066,504
Due in one year or less $ 735,000

Due in over one year $ 26,232,458

The bond proceeds paid the cost of refunding all of théagkity's outstanding revenue bonds that had
been previously issued to acquire the Projects. The purpalse advanced refunding was to consolidate
the issues, reduce the overall interest rate, allow for a longerityand permit cross collateralization of
the Projects.

Deferred Defeasance

GASB Statement No. 23 states that in an advanced refunding tf ttebdifference between the
reacquisition price of the new debt and the net carrying amount of the oldedeébterred and amortized as
a component of interest expense, a non-cash transaction, in matjstand rational manner over the
original remaining life of the old debt or the new debtcaliever is shorter. The advanced refunding
resulted in a deferred defeasance loss of $1,827,791 in Sept&@@&rThe deferred defeasance loss of
$1,067,597 at June 30, 2007 is reported on the balance sheeedsction from the new debt liability.
Amortization of deferred defeasance for the period was $45,215 araduded with interest expense. The
current deferred defeasance balance is amortized as follows:
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Fiscal Year Amortization

2008 48,573
2009 44,433
2010 47,992
2011 50,658
2012 54,217
2013-2017 331,174
2018-2023 490,550

$ 1,067,597

NOTE 6 - PENSION PLANS

Substantially all the Authority’s full-time and qualifyingart-time employees patrticipate in one of the
following statewide retirement systems administered by tlshiigton State Department of Retirement
Systems, under cost-sharing multiple-employer public ensglalefined benefit and defined contribution
retirement plans. The Department of Retirement Systems (D&®)epartment within the primary
government of the State of Washington, issues a publicly alaitalnprehensive annual financial report
(CAFR) that includes financial statements and required supplementamnation for each plan. The DRS
CAFR may be obtained by writing to: Department of Retirean$gistems, Communications Unit, P.O. Box
48380, Olympia, WA 98504-8380. The following disclosuaes 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 systemprised of three separate plans for
membership purposes: Plans 1 and 2 are defined benefit pidaan3 is a defined benefit plan with a
defined contribution component.

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

PERS participants who joined the system by September 3@,a87Plan 1 members. Those who joined
on or after October 1, 1977 and by either February 28, 200&dte and higher education employees or
August 31, 2002 for local government employees™ are Plan Zarsmnless they exercise an option to
transfer their membership to Plan 3. PERS participants)gpihe system on or after March 1, 2002 for
state and higher education employees, or September 1, 200Zdbmglavernment employees have the
irrevocable option of choosing membership in either PER® Plor PERS Plan 3. The option must be
exercised within 90 days of employment. An employee is repamtd®lan 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 cafigninof investment earnings and
employer and employee contributions. PERS retirement benefiisiims are established in state statute
and may be amended only by the State Legislature.

Plan 1 members are vested after the completion of five yearsgdflelservice. Plan 1 members are
eligible for retirement at any age after 30 years of service,tbeage of 60 with five years of service, or
at the age of 55 with 25 years of service. The annual benefitoispercent of the average final
compensation per year of service, capped at 60 percent. The aveshgeripensation is based on the
greatest compensation during any 24 eligible consecutive compensainths. Plan 1 retirements from
inactive status prior to the age of 65 may receive actuariallycegdbenefits. The benefit is actuarially
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reduced to reflect the choice of a survivor option. A coditvnfy allowance (COLA) is granted at age 66
based upon years of service times the COLA amount, increaseckbypircent annually. Plan 1 members
may also elect to receive an additional COLA amount (indexethedSeattle Consumer Price Index),
capped at three percent annually. To offset the cost of this annual adjustmbetsfit is reduced.

Plan 2 members are vested after the completion of five yeal@itleeservice. Plan 2 members may
retire at the age of 65 with five years of service, or at the adb afith 20 years of service, with an
allowance of two percent of the average final compensation per yeserndce. The average final
compensation is based on the greatest compensation during any eligible eamé€eatonth period. Plan

2 retirements prior to the age of 65 receive reduced benefitstiréfiment is at age 55 or older with at least
30 years of service, a three percent per year reduction appliesyisth an actuarial reduction will apply.
The benefit is also actuarially reduced to reflect the choice of a survivor .oftiare is no cap on years of
service credit; and a cost-of-living allowance is granted (iedeto the Seattle Consumer Price Index),
capped at three percent annually.

Plan 3 has a dual benefit structure. Employer contributimsde a defined benefit component, and
member contributions finance a defined contribution compon&he defined benefit portion provides a
benefit calculated at 1 percent of the average final compensation pesfygavice. The average final
compensation is based on the greatest compensation during gibje etionsecutive 60-month period.
Effective June 7, 2006, Plan 3 members are vested in the definoh of their plan after ten years of
service; or after five years if twelve months of that service amedaafter age 44; or after five service
credit years earned in PERS Plan 2 prior to June 1, 2008. 3Rfeembers are immediately vested in the
defined contribution portion of their plan. Vested Plane8niers are eligible to retire with full benefits at
age 65, or at age 55 with 10 years of service. Retirementsigitioe age of 65 receive reduced benefits.
If retirement is at age 55 or older with at least 30 yeasepfice, a 3 percent per year reduction applies;
otherwise an actuarial reduction will apply. The benefit is atsoarially reduced to reflect the choice of a
survivor option. There is no cap on years of service credit;Pdan 3 provides the same cost-of-living
allowance as Plan 2.

The defined contribution portion can be distributed in etaoce with an option selected by the member,
either as a lump sum or pursuant to other options authorized by theyempletirement Benefits Board.

There are 1,181 participating employers in PERS. MembersERS consisted of the following as of
the latest actuarial valuation date for the plans of September 30, 2006:

Retirees and Beneficiaries Receiving Benefits 70,201
Terminated Plan Members Entitled to But Not Yet Receiving Benefits 105,6
Active Plan Members Vested 105,215
Active Plan Members Non-vested 49,812
Total 250,838

FUNDING POLICY

Each biennium, the state Pension Funding Council adopts Plan 1 engdotrésution rates, Plan 2
employer and employee contribution rates, and Plan 3 employer contribatés. Employee contribution
rates for Plan 1 are established by statute at 6 percent for state agencies anddoualegbwinit
employees, and 7.5 percent for state government elected officers. The employer agdecogpitsibution
rates for Plan 2 and the employer contribution rate for Plan 3 are develofied®ffice of the State
Actuary to fully fund Plan 2 and the defined benefit portion of BlaAll employers are required to
contribute at the level established by the Legislature. Under PERS Plapl@&ncontributions finance
the defined benefit portion of the plan, and member contributions finamckefimed contribution portion.
The Employee Retirement Benefits Board sets Plan 3 employee contrilauéen Six rate options are
available ranging from 5 to 15 percent; two of the options are graduated razadel@mn the employee’s
age. The methods used to determine the contribution requirements arehestabider state statute in
accordance with chapters 41.40 and 41.45 RCW.

The required contribution rates expressed as a percentage of current-year cayelbdap of December
31, 2007, were as follows:
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PERS Plan 1 PERS Plan 2 PERS Plan 3
Employer* 6.13% ** 6.13% 6.13% ****
Employee 6.00% *** 4.15% HhAAx

* The employer rates include the employer administrative expense fee gusedrdat 0.16%.
** The employer rate for state elected officials is 9.12% for Plan 1 and 6.dr3Pain 2.

*** Plan 3 defined benefit portion only.
**** The employee rate for state elected officials is 7.50% for Plan 1 and#{abPlan 2.

*xxxk Variable from 5.0% minimum to 15.0% maximum based oate selected by the PERS 3

member.

Both the Authority and the employees made the required cotidriisu The Authority's required

contributions for the years ending December 31 were as follows:

PERS Plan 1 PERS Plan 2 PERS Plan 3
2007 $65,139 $728,697 $92,655
2006 $37,119 $361,419 $46,174
2005 $26,335 $214,085 $27,780

NOTE 7 - RISK MANAGEMENT

The Authority is exposed to perils commonly associated thighownership and rental of real property.
Perils including bodily injury to individuals; propertiamage by fire and forces of nature; loss of assets
from theft and employee dishonesty; and liability for publificials’ and employees’ conduct are handled
through a combination of purchased commercial insurance, volwsgtynsurance, participation in a risk-
sharing pool or group, and contractual risk transfer via indemndficatjreements.

For Public Housing, the Authority secures third-party ligbinsurance primarily through the Housing
Authority Risk Retention Pool (HAARP), a public entitgkisharing pool. The General Liability limit,
including Washington Stop-Gap or Employer’s Liability,$i2,000,000 per occurrence on an occurrence
basis with a $1,000 deductible. Contractor’s Pollution Lighiimit is $1,000,000 claims-made basis with
a $10,000 per claim self-insured retention provided throuBC.CAutomobile Liability insurance is
$5,000,000 total limits provided through Liberty Nor#st Insurance Company. Property insurance
including Rental Income coverage through HARRP has a stanidasitcof $3,000,000 replacement cost
basis, with higher limits available upon request. Property atidiel is $50,000 per loss. The Authority has
secured Fidelity coverage through HARRP for $100,000 per armerfor all employees, and $500,000
for employees with greater exposure.

Bond Financed Projects are covered for property insurance thiddgtRP. The general liability is
covered through the Housing Authority Risk Retention @r{tdARRG) with $5,000,000 per occurrence
limit. Additionally, liability sub-limits are provided fdfiire damage liability and athletic sports liability, at
$50,000 and $250,000, respectively.

Excess Liability over all of the above liability coveragesravjiled to raise the limits noted above to a
total of $10 million. This coverage is with Lexington Insurance Compan

Public Officials and Employment Practices Liability are predidn all properties with a $5 million limit
with a $75,000 Self-Insured Retention with Lexington Insurance Compan

No closed claims are known to have exceeded the applicable limiisusance secured from any of the
mentioned providers.

NOTE 7 — SUBSEQUENT EVENTS

There have been no material events subsequent to June 30, 2007 to report.
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HOUSING AUTHORITY OF THE COUNTY OF KING
SCHEDULE OF EXPENDITURES OF STATE AND LOCAL AWARDS
For the Fiscal Year Ended June 30, 2007

CURRENT
ID YEAR
GRANTOR PROGRAM TITLE Number EXPENDITURES
STATE OF WASHINGTON
DEPARTMENT OF COMMUNITY, TRADE & ECONOMIC DEVELOPME NT (CTED)
HIDDEN VILLAGE 06-42400-033 $ 17,715
SPIRITWOOD MANOR 06-42400-033 4,110
ANITA VISTA 06-42400-077 21,248
FEDERAL WAY DUPLEXES 06-42400-078 15,220
STATE CTED 1 YOUTH RECREATION 201,069
STATE CTED 2 EARMARK 394,000
NIKE RESIDENTIAL COMMUNITY 06-42400-099 114,028
GREENBRIDGE PLAZA IN WHITE CENTER 06-96100-429 197,000
KATRINA RELIEF 9,476
TOTAL - OFFICE OF COMMUNITY DEVELOPMENT 973,866
OFFICE OF COMMUNITY DEVELOPMENT
WEATHERIZATION ASSISTANCE PUGET SOUND ENERGY FUND PSE 06 006-422-413 644,188
WEATHERIZATION ASSISTANCE PUGET SOUND ENERGY FUND PSE 07 007-422-413 167,432
WEATHERIZATION ASSISTANCE FOR LOW INCOME PERSONS EMM 05 S05-941-413 906,975
TOTAL - OFFICE OF COMMUNITY DEVELOPMENT 1,718,595
DEPARTMENT OF HEALTH & HUMAN SERVICES
TITLE XIX 8,798
HOUSING ACCESS SERVICE PROGRAM 79,389
TOTAL - DEPARTMENT OF HEALTH & HUMAN SERVICES 88,187
OPPORTUNITY COUNCIL
WASHINGTON CONSUMERS ENERGY FUND FFY 05 TANNER_KCH 6,055
TOTAL - OPPORTUNITY COUNCIL 6,055
TOTAL - STATE OF WASHINGTON 2,786,703
KING COUNTY
DOW CONSTRUCTION FUND 100,000
YOUTH SPORT FACILITY CREATION 50,000
TOTAL - KING COUNTY 150,000
CITY OF SEATTLE
HOUSING ACCESS SERVICE PROGRAM 16,620
SEATTLE CITY LIGHT REBATE 85,706
TOTAL - CITY OF SEATTLE 102,326
TOTAL STATE AND LOCAL ASSISTANCE 3,039,029

NOTE 1 - BASIS OF ACCOUNTING

The Schedule of Financial Assistance is prepared on the same basisufiting as the King County
Housing Authority’s financial statements. (See Note 1 in thed\tm the Financial Statements.)

NOTE 2 - PROGRAM COSTS

The amounts shown as current year expenditures represent only thegederalof the program costs.
Entire program costs, including The Authority’s portion, maynmore than shown.
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HOUSING AUTHORITY OF THE COUNTY OF KING

Appendix A
Fiscal Year 2007

PROPERTY LISTING

Year Built Number o Year Built Number o
Development Nan Acquirec Units Development Nar Acquirec Units
Federally Assisted Housing: Unassisted Locally Financed Housing:
Low Rent Public Housinc Tax-Exempt Bond Progran
Green River Home 195¢ 60 1. Carriage Hous 1991 23€
Park Lake Homes 196¢ 165 2. Cottonwoor 1991 75
Cascade Apartmer 196¢ 10¢ 3. Newporte 1991 12C
Valli Kee Home 196¢ 114 4. Cove Eas 1992 19C
Wayland Arm: 196¢ 67 5. Parkwoor 1992 9C
Ballinger Home 196¢ 11C 6. Timberwoot 199 24C
Boulevard Manc 196¢ 70 7. Walnut Par 199z 14C
Northridge House 196¢ 70 8.  Woodland Nort 1992 10t
Paramount Hou: 196¢ 70 9.  Aurburn Squar 199: 16C
Riverton Terraci 196¢ 30 10. Woodside Ea 199: 244
Riverton Terrace 196¢ 30 11. Aspen Ridg 199¢ 88
Springwood Apartmen 196¢ 324 12. Landmark Apartmen 2001 191
Avondale Manc 197( 20 13. Bellepark Eat 2001 11¢
Briarwooc 197( 70 14. Meadows at Lea H 200¢ 9C
Brittany Parl 197( 43 2,087
Casa Juani 197C 80 Home Ownership Progran
Forest Gle 197(C 40 1. Vantage Gle 198t 164
Mardis Gra 197( 61 2. Rainier View 198¢ 31
Southridge Hous 197( 80 3. Tall Cedar 199: 12¢€
Yardley Arms 197C 67 321
Burndale Home 1971 50 Miscellaneous Local Program
Firwood Circle 1971 50 1. Campus Gree 1981 1t
Munro Mano 1971 60 2. Echo Cov 1981 4
Plaza Sevente: 1971 70 3. Harbor Ville 1981 5
Eastridge Hous 1972 40 4. Slater Par 1981 5
The Lake Hous 197z 70 5.  Brookside 198: 1€
. Casa Madror 197: 70 6. Shadrac 198¢ 9
Northridge House 197t 70 7. Shelco 198t 8
Eastside Terras 198( 50 8. Nike 199( 31
Pickering Coul 198( 30 9. Anita Viste 1991 14
. Cedarwoo 1981 25 10. Federal Way Duplex: 1992 4
. College Plac 1981 51 11. Avondale Hous 199 1€
Evergreen Cou 1981 30 12. Sunnydal 1992 1€
Forest Grov 1981 25 13. Vet's Housin 1997 6
Glenview Height 1981 10 14. Enumclaw 4-ple 200t 1€
Kings Cour 1981 30 16t
. Gustaves Man 1982 35 Memo: Tax Credit Development
. Juanita Cou 1982 30 1. Cascadia 199/ 19¢
. Greenlea 198: 27 2. Woodridge 199t 201
. Juanita Trac 198: 39 3. Fairwooc 199t 17€
Kirkwood Terrac 198: 28 4.  Laurelwood Gardel 1997 91
. Wellswooc 198: 30 5. Rainier View 1997 48
. Campus Cou 1991 13 Rainier View | 1997 3€
. Victorian Wood: 199: 15 6. SiView 1997 2C
Federal Way Hom 199: 3 7. Windsor Heights 199¢ 32¢€
Bellevue ¢ 199< 8 8. Heritage Par 199¢ 77
. Shorehar 199t 18 9. Colonial Garder 199¢ 72
. Vista Height: 199t 30 10. Alpine Ridge 199¢ 42
. Youngs Lak 1997 28 11. Somerset Villag 199¢ 19¢
. Seola Crossinc 2007 40 12. Overlake Static 200( 30¢
Seola Crossing 2007 37 13. Southwood Squa 2001 104
2,791 14. Arbor Height: 200z 97
15. Harrison Hous 2004 94
¢) Tenant Based Housing Choice Vouche 6,85( 16. Valley Parl 200« 6C
17. Seola Crossing 2007 42
Section 8 New Constructio Seola Crossing 2007 68
Northlake Hous 1981 38 2,25¢
The Northwoo 198: 34
Burien Par 198: 10z
174 Summan
Preservation of Affordable Housing Total housing units owned
Spiritwood Manao 199: 13C managed by the Author 8,06¢
Newpor 199: 23
Hidden Village 199: 78 Tenant based housing choice vour 6,85(
Parkway Apartmen 199t 41
272 Households servi 14,91¢

a) Public housing properties sold to the Egis LP in May 2007 under the tax credit p

b) Public housing units owned by the Seola Crossing LLC under the tax credit pi
c¢) Excludes tenants transferring, or "porting in", to the Authority from other jurisdic
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ABOUT THE STATE AUDITOR 'S OFFICE

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 e lected 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 requirements of federal, state, and local 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 regular audits look at financial information an d 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 whistle blower investigations. In addition, we have the

authority to conduct performance audits of state ag encies and local governments.

The results of our audits are widely distributed th rough a variety of reports, which are available on
our Web site. We continue to refine our reporting e fforts to ensure the results of our audits are
useful and understandable.

We take our role as partners in accountability seriously. We provide training and technical

assistance to governments and have an extensive program to coordinate audit efficiency and to
ensure high-quality audits.

State Auditor Brian Sonntag, CGFM
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