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INDEPENDENT AUDITOR'S REPORT

January 16, 2008

Housing Authority Board of Directors
Washington County Board of Commissioners
Housing Authority of Washington County
Hillsboro, Oregon

We have audited the accompanying basic financial statements of the Housing Authority of
Washington County (the Authority), a component unit of Washington County, Oregon, as of and
for the year ended June 30, 2007, as listed in the table of contents. These financial stalements
are the responsibility of the Authority’s management. Qur responsibility is to express an opinion
on these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America and the standards applicable to financial audits containcd 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. An audit includes examining, on a test
basis, cvidence 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 statcment presentation, We believe that
our audit provides a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of the Authority, as of Junc 30, 2007, and the changes in financial position
and its cash flows 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 dated
January 16, 2008, on our consideration of the Authority’s internal control over financial
reporting and 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 ol an audit performed in accordance with Government
Auditing Standards and should be considered in assessing the results of our audit.
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Housing Authonty Board of Directors
Washington County Board of Commissioners
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Management’s Discussion and Analysis on pages 3 through 6 is not a required part of the basic
financial statements but is supplementary information required by accounting principles
generally accepted in the United States of America. We have applied certain limited procedures,
which consisted principally of inquiries of management regarding the methods of measurement
and presentation of the required supplementary information, However, we did not audit the
information and express no opinion on it.

Our audit was conducted for the purpose of forming an opinion on the basic financial statements.
The Supplementary Information, as listed in the table of contents, is presented for purposes of
additional analysis and is not a required part of the basic financial statements. Such information
has been subjected to the auditing procedures applied in the audit of the basic financial
slatements and, in our opinion, is fairly stated in all material respects in relation to the basic
financial statements taken as a whole.

TALBOT, KORVOLA & WARWICK, LLP
Certified Public Accountants

By

Robert . Moody, Ir., Paptner



Housing Authority of Washington County
Management’s Discussion and Analysis

As management of the Housing Authority of Washington County (the Authority) a component unit of
Washington County, Oregon, we offer readers of the Authority’s financial statements this narrative
overview and analysis of financial activities for the fiscal year ended June 30, 2007. We encourage readers
1o consider inlormation presented here in conjunction with the financial statements, which begin on page 9.
All amounts in this Management's Discussion and Analysis, unless otherwise indicated, are expressed in
thousands of dollars.

Financial Highlights (Dollars in thousands)

s The assets of the Authority exceeded its liabilities at the close of the most recent fiscal year by
$9.791, Of this amount, $3,300 (unrestricted net assets) may be used to meet the Authority’s
ongoing obligations 1o ¢itizens and creditors.

s The Authority’s total net asscts increased by $1,014.
* The Authority’s total debt decreased by $979 (2.9%) during the current tiscal year.
Overview of the Financial Statements

This discussion and analysis is inlended to serve as an introduction 1o the Authority’s basic financial
statements. The Authority’s basic financial statements comprise two components: 1) financial statements
and 2) notes to the basic financial statements. This report also contains supplementary information in
addition to the basic financial statements themselves.

Basic Financial Statements

The basic financial statements arc designed to provide readers with a broad overview of the
Authority’s finances, in a manner similar to a private-sector business. For purposes of financial
statement presentation, the Authority 1s classified as an enterprise fund type, and financial statements
present only business-type activities.

The Statement of Net Assets provides information about the Authority’s asscts and liabilitics, with the
difference between the two reported as net agsets. Over time, increases or decreases in net assets may
serve as a useful indicator of whether the financial position of the Authority is improving or
deteriorating,

The Statement of Revenues, Expenses and Changes in Fund Net Assets presents information showing
how the Authority’s net assets changed duting the most recent fiscal year. All changes in net assets
arc reported as soon as the underlying event giving rise to the change occurs, regardless of the timing
of related cash flows. Thus, revenues and expenses are reported in this statement for some items that
will only result in cash flows in future fiscal periods (e.g., depreciation).

The Statement of Cash Flows presents information showing how the Authority’s cash and cash
cquivalents changed during the most recent fiscal year,



The Notes to Basic Financial Statements provide additional information that is essential to a full
understanding of the data provided in the basic financial statcments.

The basic financial statements can be found on pages 9 through 19 of this report.
Authority Financial Analysis
Assets, Liabilities and Ner Assets
The following provides a summary of the Authority’s net assets for 2007 compared to 2006:

Dollars in thousands

2007 2006 Change
Assets:
Assets, excluding capital assets  § 8,269 6,934 1,335
Capital asscts 36,061 37,618 (1,557}
Total assets 44,330 44,552 (222}
Liahilitics:
Current and restricted liabilities 2,492 3,044 (552)
Long-term debt 32,047 32,731 {684)
Total liabilitics 34,539 35,775 (1,236)
Net assets:
Invested in capital assets, net of
related debt 4,826 5,569 (743)
Restricted 1,665 1,657 8
Unrestricted 3,300 1,551 1,749
Total net asscts h) 9.791 8777 1,014

As noted carlier, net assets may serve over time as a uscful indicator of a government’s financial
position. In the case of the Authority, assets exceeded liabilities by $9,791 at the close of the most
recent fiscal year.

Total assets decreased by $222 during FY 2007. Assets, excluding capital assets, increased §1,335,
primarily due to increased cash from the disposal of fourteen Public Housing single-family dwellings.
Capital assets decreased by §$1,557, due to disposals and depreciation expense in excess of
acquisitions.

Liabilitics decrcased by $1,236. Currcnt and restricted liabilitics decreased by $552, duc to a
reduction in both accounts payable and upcoming debt maturities. Long-term debt decreased by
%684 due to debt payments.

Forty-ninc pereent of the Authority’s nct assets ($4,826) rcfleets its investment in capital asscts,
primarily housing, less any related debt used to acquire those assets that is still outstanding,
Seventeen percent of the Authonty’s net assets (§1,665) consists of cash reserves required by bond
covenants for debt service and capital replacement. These cash reserves are producing interest
revenue, which contributes 1o the payment of bonded debt. The unrestricted net assets of the
Authority are available for future use o provide program services and the remaining debt service,

The total net assets of the Authority increased by $1,014 during the current fiscal year. Net assets
invested in capital asscts net of rclated debt decreased by $£743, duc to property dispositions and
depreciation in excess ol acquisitions and debt service payments. The unrestricted net assels of the
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Authority increased by §1,750, due to profit from the sale of real property.

Changes in Net Asscts

The following provides a summary of the Authority’s change in net assets for 2007 compared to
2006:

Dollars in thousands

2007 2006 Change
Revenues:
Intergovernmental &
revenues 18,920 19.203 (283)
Rental income 4,295 4,201 94
Other revenue 1,003 858 145
Total revenues 24 218 24,262 (44)
Expenses:
Housing assistance
payments 16,078 14,993 1,085
Other operating expenses 7,928 7,602 326
Non-operating expenses,
net 1,750 1,785 (35
Total expenses 25,756 24,380 1,376
Net loss before capital
contributions and sale of
assets (1,538) (118) (1,420)
(3ain on sale of assets 2,347 — 2,347
Capital contributions 205 593 (348)
Increasc in nct asscts 1,014 475 539
Net assets, beginning of year 8.777 4.302 475
Net assets, end of year b 9,791 8,777 1,014

Total revenues decreased by $44, or 0.2% from the previous year. Intergovernmental revenues
decreased 3283, primarily due to reductions in ITousing Choice Voucher receipts of $304. Rental
income incrcascd $94 from higher occupancy and higher rents from the Authority’s non-subsidized
rental housing. Other revenue increased $145 due to increased charges to tenants of $3435, offset by
reductions in Family Selt Sufficiency recaptures.

Total expenses increased by $1,376, or 5.6%. Housing Assistance Payments increased by $1,085,
due to increased lease-ups. Other operating expenses increased $326 due to increased administrative
and maintenance costs. Non-operating expenses decreased $35 due to increased interest revenue and
decreased interest expense.

The gain on sale of assets resulted from the disposal on the open market of fourteen Public Housing
single-family dwellings. Proceeds from the sales will be used to fund operating and capital
expenditures for other Authority properties,

Capital contributions decreased by $388, due to decreased Capital Fund activity.



Capital Assets and Debt Administration
Capital Assets

As of June 30, 2007, the Authority’s capital assets were $36.061 (net of accumulated depreciation).
Capital assets include land, buildings, improvemenis, vehicles, and office equipment.

The Authority invested $733 in capital improvements, primarily funded by the Capital Improvement
Program, CDBG grants, and energy rebates. The Authority disposed of $558 (net of accumulated
depreciation) of capital assets. Additional detail may be found on page 16 in the Notes to Basic
Financial Statements.

Debt

At the end of the current fiscal year, the Authority had total debt outstanding of $32,732. Of this
amount, $29,015 consists of housing revenue bonds, $2,652 of notes secured by properties purchased
using the procceds of the notes and bonds, $130 of notes sccured by mortgages, and $935 in
unsecured debt to Washington County. Additional detail may be found on pages 16-18 in the Notes
to Basic Financial Statements.

Budget Information

The Authority is not subject to Oregon Local Budget Law. As a result, an analysis ol variances (or budgeted
amounts is not considered to be meaningtul to the reader and is therefore not included in Management’s
Discussion and Analysis.

Futurc Events that will Financially Impact the Authority

The Authority’s financial health has been negatively impacted in recent years by a flat local rental market.
The Authority continues to carry out its responsibilities to the community by taking advantage of
opportunities to provide the community with additional affordable housing choices, while taking steps to
ensure its financial viability. The Authority is engaged i the sale of some of its public housing stock to
provide funds for operation and capital improvement of its other housing stock, and is evaluating other
methods for enhancing its current asset position.

Contacting the Authority’s Financial Management

This financial report 15 designed to provide a general overview of the Authority’s finances. Questions
concerning any of the information provided in this report or requests for additional financial information
should be directed to the Executive Director, Housing Authority of Washington County, 111 NE Lincoln
St., Suite 200-L, Hillsboro, OR 97214-3082, (503) 846-4794.
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THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Statemient ol Net Assets
June 30, 2007

Assets

Current asysets:
Unrestricted cash and cash equivalents
Restricted cash and cash equivalents
Accounts receivable, net
Current portion of contracts receivable
Other current assets

Total current assets

Non-current assets:
Restricted cash and cash equivalents
Contracts receivable
Bond issuance costs, net
Capital asscts, non-depreciable
Capital assets, depreciable, net

Total non-¢current assets
Total agsets
Liabilities
Current habilities:
Aceounts payable
Deferred revenue

Accrued interest payable - notes payable
Current portion of notes and contracts payable

Current liabilities payable froni restricted assets:
Tenant and other deposits
Acerued interest payable - bondy payable
Current portion of bonds payable

Total current liabilities payable from restricted assets
Total current liabilities

Non-current liabilities:
Bonds payable
Contracts and notes payable

Talal non-current liabtlities
Total liabilities
Net Assets

Invested in capital assety, net of related debt
Restricted
Unrestricted

Total nct asscts

Total liabilities and net assets

See accompanying notes to basic financial statermnents.

b 2,007,144
1,702,143
1,001,117

235,078
50,944

4,996,426

2,077,708
478,356
717,288

9,040,237

27,020,474

39,334,063

$ 44310489

5 268,180

34,825
39,322
447 450

585,758
879,088
237,296

1,702,142
2491919

28,777,445

3,269,635

12,047,080
34,538,999

4,825,697
1,665,021

3,300,772

9,791,490
§ 44330489



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
{A Component Unit of Washington County, Oregon)

Statermnent of Revenucs, Expenscs and Changes in Fund Net Asscts
For the year ended June 30, 2007

Opcrating revenue:
Intergovernmental revenucs
Rental income
Other
Total operating revenue

Operating cxpense:
Housing assistance payments
Repairs and maintenance
Administrative costs
Utilitics
Depreciation and amortization
Qther

Total operating expensc
Operating income

Non-opcrating revenue (expensc):
Gain on sale of asscts
Interast on investments
Intcrest cxpensc

Total non-opcrating revenuc
Income before capital contributions
Capital contributions
Increase in et assets
Net assets, beginning of year

Met asscts, end of year

Sce accompanying notes to basic financial statcments.

10

b 18,919,775
4295189
1,003,305

24,218,269

16,077,904
2,074,721
3427021

406,586
1,784,612
235,105

24,005,949
212,320

2,347,095
210,497
(1,960,640}

596,952

RO9.272

204,834
1,014,106
8,777,384

5 9,791,490



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY

(A Component Unit of Washington County, Orepgon)

Statement of Cash Flows

For the year ended June 30, 2007

Cash flows from operating activities:
Cash received for services provided
Cash payments for labor and benefits
Cash payments for goods and services

Net cash flows from operating activities

Cash flows from capital and related financing acuvities:
Capital contributions
Acquisition of capital assets
Sale of capilal assets
Decrease in contracts receivable
Current maturitics and principal payments of notes payable
Current maturities and principal payments of bonds payable
Interest paid on bonds and notes payable

Net cash flows from capital and related financing activities

Cash flows from investing activities:
Interest on investments

Nct increasc in cash and cash cquivalents
Cash and cash equivalents at beginning of year

Cash and cash equivalents at end of year (1)

Reconciliation of operating income to net cash flows from operating activilies:
Operating income
Adjustments to reconcile operating ingome to nct cash flows from
operating activities:
Depreciation and amortization
Changes in assets and liabilities:
Increase in accounts receivable, net
Decrease in other current assets
Decrease in accounts payable
Increase in deposits
Decrease in deferred revenuc

Net cash flows from operating activities

(1) Cash and cash equivalents are reflected on the Statement of Net Assets as follows:

Current assets - unrestricted 5
Current assets - restricted
Noncurrent asscts - restricted

See accompanying notes o basic financial statements.

I

2,007,144
1,702,143

2,077,708
5,786,995

23,501,187
(3,028,425)
(19,389,149)

1,083,613

204,834
(733,029)

2,905,391

133,548
(771,309)
(230,000)
(1,968,964)

(459,529)

210,497

834,581
4,952,414

5,786,995

212,320

1,784,612

(666,728)
2255
(274,650)
76,160
(50,356)

1,083,613
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THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles Lo Basic Financial Slatements
June 30, 2007

The Authority and Summary of Significant Accounting Policies
The Authority

The Housing Authority of Washington County (Authority) is a municipal corporation cstablished under
Oregon Revised Statutes, Chapter 456, to provide low-cost housing to individuals meeting criteria
established by the U.S. Department of TTousing and Urban Development (ITUD). As provided by statute, the
Housing Authority of Washington County Board of Dircectors is the governing body of the Authority,
appointed by the Washington County, Oregon Board of County Commissioners, HUD provides the
Authority with grants for the modernization of low-income housing. In addition, HUD provides rental
subsidies and administrative fees for the operation of the program.

The Authority, under the criteria of the Governmental Accounting Standards Board (GASB), is considered
a blended component unit of Washington County, Oregon. The Authority is presented as an Enterprise
Fund in Washington County’s Comprehensive Annual Financial Report.

Measurement Focus and Basis of Accounting

The Authority’s financial statements are prepared on the flow of economic resources measurement focus.
With this measurement focus, all assets and lHabilities are included in the Statement of Net Assets. The
Statement of Revenues, Expenses and Changes in Fund Net Assets presents increases (e.g. revenues) and
decreases (e.g. expenses) in total net assets. Revenues are recorded at the time they are earned and expenses
are recorded at the time liabilities are incurred, regardless of the timing of the related cash flows,

The Authority has apphed all Financial Accounting Standards Board (FASB) Statements and
Interpretations, Accounting Principles Board (APB) Opinions and Accounting Research Bulleting of the
Commiftee on  Accounting Procedures issued on or before November 30, 1989, unless those
pronouncements conflict with or contradict Governmental Accounting Standards Board (GASB)
pronouncements. No FASB Statements and Interpretations issued after November 30, 1989 have been
applied as allowed by GASB Statement No. 20.

Use of Estimates

The preparation of financial statements, in conformity with aceounting principles gencrally accepted in the
United States of America, requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the financial
statements and the reported amounts of revenues and expenses during the reporting period. Actual results
could differ from those estimates.

Restricted vs. Unrestricted Net Assers

When both restricted and unrestricted resources are available for use, it 15 the Authority's policy to use
restricted resources first, then unrestricted resources as they are needed.

12 (Continued)



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles Lo Basic Financial Slatements
June 30, 2007

Revenues and Expenses

Revenues and expenses are distinguished between operating and non-operating. Operating revenues are
generated through the Authority providing assisted housing in 'TUD-mandated programs and from tenants
of Authority-owned propertics. Qperating cxpenscs include the costs associated with the payment of rental
assistance and managing Authority-owned properties. Revenues and expenses generated from interest or
other activities are treated as non-operating.

Cash and Cash Equivalents

For purposes of the statement of cash flows, cash and cash equivalents include pooled funds held and
invested by Washington County, Oregon. This treatment is in conformity with GASB Statement No. 9,
which statcs that deposits in cash management pools that have the genceral characteristics of demand deposit
accounts are appropriately classified as cash equivalents,

Accounts Receivable

Accounts reccivable consist primarily of reecivables for foderal grants and tenant rent, net of an allowance
for doubtful accounts.

Other Current Assets

Other current assets consist of supplies inventory and prepaid expenses.

Restricted Assets, Liabilities, and Net Assets

Assets, the use of which is restricted to specific purposes by statute or bond indenture and related liabilities,
are segregated on the Statement of Net Assets,

Capital Assets

Capital asset items purchased are recorded at historical cost or estimated historical cost if actual historical
cost is not available. Contributed capital assets are recorded at estimated fair market value at the time
received.

Major additions, improvements and replacements with an acquisition cost of more than $5,000 and a useful
life of more than one year are capitalized. Normal maintenance and repairs are charged to operations as
incwred. Gains or losses realized from sales of capital assets are reflected in the Statement of Revenues,
Expenses and Changes in Fund Net Assets.

13 (Continued)
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THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles 1o Basic Financial Slatements
June 30, 2007

Depreciation is computed on capital assets placed in service using the straight-line method over their
estimated useful lives as follows:

Buildings 30 ycars
Site Improvements 15 years
Otfice equipment 7 yeats
Vehicles 5 years
Computer Hardware 5 years
Computer Software 3 years

Contracts Receivable

The Authority holds four second mortgages for low-income home purchasers in the amount of $118,184.
The Authority is owed $595,250 in developer's fees in connection with private activity bonds issued for the
construction of housing projects.

Deferred Revenue

Deferred revenue represents prnimarily prepaid rent received from tenants.

Bonds Payable

Discounts on revenue bonds are amortized using the straight-line method, which approximates the etfective
interest method, over the life of the respective debt instruments. Bonds payable are reported net of the
applicable bond discount,

Original Issue Cost and Deferred Refunding Costs

Original issuc and deferred refunding costs on revenue bonds are amortized using the straight-line method,
which approximates the effective interest method, over the life of the respective debt instruments,

Vested Compensated Absences and Sick Pay

The Authority’s personnel are exclusively contracted Washington County emplovees, Accordingly, the
liability of vested compensated absences is recorded by the County.

Cash and Cash Equivalents
Deposits with Financial Institutions

The Authority’s deposits with financial institutions are insured up to $100,000 by the Federal Depository
Insurance Corporaticn {FDIC). Thc bank balance as of Junc 30, 2007 maintaincd by the Authority was
$31,034, all of which was covered by FDIC,

14 (Continued)



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles (o Basic Financial Slatements
June 30, 2007

Credit Risk

Cash and cash equivalents include pooled cash and investments held by Washington County, Oregon on
behalf of the Authority. Refercnee should be made to the Washington County Comprchensive Annual
Report for June 30, 2007 for information with respect to credit risk,

Custodial Credit Risk

Washington County, Oregon maintains a commeon cash and investment pool for all County funds including
those of the Authority. The types of investments in which the Countly may invest are restricted by State of
Oregon Statutes and a Board adopted investment policy. Authonized investments include general
obligations of the United States Government and its agencics, certain bonded obligations of QOregon
municipalities, bankers’ acceptances, certain high-grade commercial paper, repurchase agreements, and the
State of Oregon Local Government Investment Pool, among others. The Authority also maintains restricted
cash In reserves with the Bank of New York as Trustee for future debt service on outstanding revenue
bonds and capital replacement for the revenue bond properties.

At June 30, 2007, the Authority’s cash and cash equivalents are comprised of the following:

Deposits with financial institutions $ 31,034
Deposits with Washington County Investment Pool 1,472,446
Deposits with trusiees 4,283,515

Total cash and cash equivalents $ 5,786,995

Cash and cash equivalents are reflected on the statement of net assets as follows:

Unrestricted:
Cash and cash equivalents $ 2,007,144
Restricted for:
Aftordable housing reserves 3,159,381
Kaybemn Terrace reserve 31,034
Tenant and other deposits 585,758
Retainage in escrow 3,678
Total restricted 3,779,851
Total cash and cash equivalents $ 5,786,995

15 (Continued)



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles Lo Basic Financial Slatements
June 30, 2007

(3) Capital Assets

Capital asset activity 1s as follows:

Balance Balance
July 1, June 340,
2006 Additions Dispoyaly Tranyfers 2007
Capital assets not being depreciated:
Land 8,691,930 — (284,152) — 8,407,748
Construction in progress 480,400 301,592 — (149,503 632,489
Total capital assets not being
depreciated 9,172,330 01,592 (284,182} (149,501) 9,040,237
Capital assets being depreciated;
Buildings 43,755,133 425,111 (918,530) 126,281 43,387,995
Ottice equipment 128,179 23,222 151,401
Vehicles 204,720 6,326 — — 211,046
Total capital assets being
depreciated 44,088,032 411,437 (218,530 149,503 43,750,442
Less aceumulated depreciation for:
Buildings (15,218,355} (1,727,152} 644,416 — (16,401,091}
Oflice cquipment (128,180} — — — {128,180)
Vehicles {196,277} (4,420} — — (200,697)
Total accumulated depreciation {15,642 K12) (1,731,572} 644 416 — (16,729 968)
Total capital assets being
depreciated, net 24,445,220 (1,300,135} (274,114) 149,503 27,020,474
Total capital assels, nel 5 37,617,550 {998,543} (555,296) 36,060,711
{(4) Long-term Debt

Bondys Payvable

The Authority has issued revenue bonds for the purpose of acquiring and rehabilitating low-income
housing. Thesc bonds are special limited obligations of the Authority payable solely from the Trust Estate
and do not constitule a debt of the County, the State of Oregon, or any political subdivision thereof. The
Trust Estate consists of net revenues, all nghts of the Trustee under the Deeds of Trust, all cash and
investments of the funds and accounts (except the Rebate Fund), all available revenues of the Authority that
are paid to the Trustee, and all other rights or property specifically transferred to the Trustee by the
Authority. The bonds are not general obligations of the Authority and are not secured by taxing power.
Available revenues other than those paid to the Trustee are not part of the Trust Estate.

The bond indenture agreement requircs the Authority to maintain a sinking fund to provide for the annual
payment of debt service equal to the maximum annual debt service for any one year. Debt service covenants
require the Authority to meet a Debt Coverage Ratio Requirement of 1.2 to | in each fiscal year, but
corrective action is not required if the Debt Coverage Ratio is 1.1 to | or higher. The Authority's Debt
Coverage Ratio was above 1.14 to 1 for the year ended June 30, 2007,

16 (Continued)



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles (o Basic Financial Slatements

June 30, 2007

Changes in face value of bonds payable are as follows:

Current maturitics — face value
Less unamrtized bond discount

Non-current maturitics — face value
Less unamortized bond discount

{Jutstanding Matured Outstandinp
Izsue Original Interest July 1, And June 30,
Date Amount Rates 2006 Redeemed 2007
June 30, 1999 1 5,960,000 4.4-6.125% } 14,480,000 (15,000) | 4,465,000
August 13, 2001 £,440,000 4,25 -6.0% 8,130,000 (95,000) 8,035,000
November 14, 2001 1,560,000 4.5_5875% 1,470,000 (25,000 1,445,000
June 26, 2002 5.950,000 2.25-0.125% 5,090,000 (95,000} 5,595,000
29,770,000 (230,000) 29,540,000
Bond discount — current portion (22,704) — {22,704)
Rond diseount — long lerm porlion (525,250 22,704 {502,555)
§ 29222037 (207,296} 29,014,741
Future maturities of bond principal and interest are as follows:
Revenue bonds
Fiscal year ending June 30, Principal Interest
2008 260,000 1,752,132
2009 285,000 1,739,263
2010 285,000 1,725,444
21 433,10 1,707,326
2012 765,06H) 1,675,620
20132017 4,515,000 7,640,599
2018-2022 6,015,000 6,092,241
2023-2027 8,045,000 3,002 564
2018-2032 £,160,000 1,300,267
20332034 775,000 48,234
29,540,000 27,683,690
Rond discount {525,259 —
b 29,014,741 27,685,690

Current and future maturities at year-end are summarized as follows:

$ 260,000
(22.704)

$ 237,296
$ 29,280,000
{502,555)

$ 28,777,445

(Continued)



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Componcent Unit of Washington County, Oregon)

Noles Lo Basic Financial Slatements
June 30, 2007

Notes and Comtracts Payable

Changes in long-term notes and contracts payable are as follows:

Outstanding QOuitstanding
Interest July 1, June M,
Notes Ttates 1006 Decrease 1007
Farmert's Home Administration Y10 9.5%, b 347 831 (1.A37) 345,994
State of Qregon notes (Ho B.97% 1,514,449 (312,531 1,201,919
HOME contracts 30% 1,235,376 (1,535) 1,233,841
Washington Counly 5.0% 9R5, 146 (49,815) 935,331
Washington County OCD 0% 405,592 (405,592 —
5 4 488 394 (771,309} 3717 085

Future maturities ot notes and contracts payable principal and interest are as follows:

Notes Payable
Fiscal vear ending Junc 30, Principal Interest

2008 $ 447,450 | 74,867
2009 414,940 146,944
2010 1,216,376 132,062
2011 54,873 72,583
2012 11,313 71,045
2013207 674,518 J2H K14
2018-2022 111,293 221,995
2023-2027 50,744 198,005
2028-2032 581,383 122,366
2033-2037 130,524 43,225
2038 19,671 15,079

b 3. 717,085 1,527,095

Under terms with the State of Oregon, a certain portion of the notes ($36,754) is paid by the State as long as
the Authority operates the facilities as low-income housing for persons with developmental disabilities.
Amounts paid by the Statc of Orcgon for this loan have been recorded asg intergovernmental revenug,

{(5) Transactions with Related Parties

The Authority paid Washington County approximately $702.000 for administrative and maintcnance ¢osts.
In addition, the Authority paid Washinglon County approximately $2,747,000 for salaries and benefits [or
contracted employees.
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THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles (o0 Basic Financial Slatements
June 30, 2007

Insured Risks

Potential liabilities for workers’ compensation, liability/casualty and unemployment compensation claims
are covered under the self-insurance plans maintained by Washington County, Oregon. Accordingly,
insurance reserves are recorded by the County. Reference should be made to the Washington County,
Oregon Comprehensive Annual Financial Report for the year ended June 30, 2007 for treatment of
insurance risks. Potential liabilities for property and general liability are covered under the Iousing
Authoritics Risk Retention Pool (HARRP.) Claims incurred by the Authority arc submitted and paid by the
Risk Retention Mool within the Washington County self-insurance plan. During the past three fiscal years
there were no settlements which exceeded insurance coverage.

Conduit Debt Obligations

The Authority has issued multi-family Housing Revenue Bonds to provide financial assistance to private
sector entities for the construction, acquisition and rehabilitation of affordable housing. The bonds are fully
secured by letlers of credit and are payable solely [rom paymenis received from the developer on the
underlying mortgage loans. Upon repayment of the bonds, ownership of the acquired facilities transfers to
the private scctor entity served by the bond issuance. The bonds do not constitute a debt or pledge of the
faith and credit of the Authority, the County, or the Statc and, accordingly, have not been reported in the
accompanying basic financial stalements.

As of June 30, 2007, there were sixteen series of multi-family Housing Revenue Bonds outstanding, with an
aggregate principal amount payable of approximately $50,797,000.

Litigation

The Authority has various claims and pending legal proceedings outstanding. These proceedings are, in the
opinion of managemecnt, ordinary routinc matters incidental to the normal business conducted by the
Authority. In the opinion of management, the ultimate disposition of such proceedings are not expected to
have a material adverse financial effect on the Authority.

Subsequent events

The Authority is in the process of selling of forty public housing properties. These properties are single-
family dwellings, and have HUD approval to be sold, with the proceeds to be used for other housing
purposes. As of June 30, 2007, fourteen properties had been sold. As of the date of this report, eleven
additional properties had been sold.

The Authorily also has HUD approval to sell up 1o (orty public housing properties to Section 8 and [ublic

Housing program participants, under a first-time homebuyer program. One such unit was sold after June
30, 2007, but prior to the date of this report.

19 (Continued)



THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Oregon)

Noles Lo Basic Financial Slatements
June 30, 2007

On Qctober 2, 2007, the Housing Authority Board of Directors authorized the Executive Director to work
with bond counsel and a financial advisor o develop documents necessary to prepare a contingent loan
agreement supporting the Authority's retinancing of its Affordable Housing portfolio, subject to approval of
the Board.
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Assets
Current assets:
Cagh:
Untestricted
Restricted tor payment of current liabilities
Other restricled
Tenant seeurity deposits
Tatal cash
Receivables:
Aceounts reccivalle - HUTY ather projects
Accounts receivable - miscellaneous
Accounts receivable-tenants-dwelling rents
Alloawanee for doubtlu] sccounts - dwelling rents
Maotes, lonng and mortgages reeeivable - corrent
Total reccivables net ol allowanees
tor doubtiul accounts

Prepaid cxpenses and other assets
inventories

[nventories = reserve for obsoleseence
[nterprogram dug from

Total current assets

MNedi-cuelent assets:

Fined assuts:
Land
Huildings
Futniture, equipment and machinery -

administration

Accunulated depreciation
Construetion In propross

Total fixed agsetg, net

MNates, loans and marlgapes receivable non-current

(nher assets - bond issuange costs
Total nen-curtenl assets
Tuolal assels
Liabilities and Net Assets
Current liphiligics:
Accounls payable
Acerued interest payahle
Tenanl securty deposils
[referred revenues
Current portion of Tong-tenm debr, capital projects
Loan Tiability, curremt
Other current liabilities
[Interprogram due to
Total current liabilities
Non-vurrent Liabililics:
Long-term debt, capital projects
[_oan liability
Total non-gurent linhilines
Toal liabilities
Met assuts (delien):
Invested in capital azsets, net of related debt
Restricted
Unrestrigted
Tolal net assets (delicil)

Total habilities and net assets

3

THE HOUSING AUTHORITY QF
WASIHINGTON COUNTY
{A Camponent Unit of Washington County, Oregon;

Finaneial I}ata Scheduole
June 30, 2007

Dizaster Housing Chadee Livw Rent Public Housing Business
Vouchers Vaughers Public Housing Capital Fund Activities Tatal

634,074 1,278,198 H4.872 2,007,144

—_ 327104 — — 1,146,385 1,473,484
2,077,708 2,077,708

— — 46,053 — 142,601 228 654
961,178 1,324,251 3,501,500 5,786,995

3,050 KLY R 5¥] B9,561] 15,453 500,896
1.003 228,827 190,625 420,455

—_ — 32,300 — 58,587 90,947
(6.910) {4,271} (LR

— — — — 235,074 235,078
3,050 390,833 254217 %¥9.561 498,472 1,236,195
3,29 19212 23,4348 45,944

5,000 5,000 10,000
(2.500) {2,500} (5.000)

1,363,050 2,127 808 i 3490918

3,050 2,718,357 3,728 108 XY.3561 4025976 10),565,052
4.208.214 4 199,534 8,407 748

— — 14,515,359 — 28,572,636 43,387,995
—_ TV 283 249,681 — 33,483 362447
(79.283) {10,016,610) (6,034 155} {16,729 96H4)

— — 623,574 — Ral5 632,489
D RE0, 198 26,180,513 36,060,711

478 3506 478,356

— — — — 717,288 717, 28%
9,840,198 27,376,157 37,256,355

3,050 2,718,157 13,608,306 89,561 31,402,133 47,821,407
3,163 90,920 1.693 172404 268, 18D

— — — — 918,410 Q18,410
46,053 182,601 128,654

13,644 21,1K1 34,825

628,352 628,352

56,394 56,394

327104 30,000 357.104

3,050 R7.RGH 3,400,000 3,490,918
3,050 330,267 150,617 £9,561 5409342 5,942 837
31973933 31,973,933

73,147 75,147

- — — — 32.047.050 32.47.080
3030 330,267 150,617 R9,561 37456422 38,020917
— — DR, 198 — (3.034,501} 4,825,607
1,665,021 1,665,021

2,385 ,08¢ 3577491 (2,664,804} 3,300,772

2,348,090 13,457 049 (6,034,289} 9,791,490

3,050 2,718,157 13,608,306 59,561 31.402,133 47,821,407

The Real Estate Agsesement Center (REAC), established by the U8, Department of Housing and Urban Development, requives the sybmission of certpin Bnanginl daa
under the Unitiorm Financial Repoeting Standards tor Pabliz Hoasing Aathoritics, This Finaneial Data Schedule is prepared pursuant to these eoquirements, congistent with
aceounting principles generally accepted in the United States of America, and is presented in the form speeified by REAC,
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Assets
Lurrent assets:
Casle:
Unrestricted
Restricted for payment ot current liabilities
Other restricted
Tenant security deposils
Totul cash
Receivables:
Accounts receivable - TIUD other projects
Agguihts regeivakly « mixgellngous
Aceounts receivable - tenants -dwelling rents
Allowiance For doubiful aceounts - dwelling renls
Notus, losms aml mortgages receivalile - coreent
Totul reveivablus, net of allowinces
forr doubtful wegounts
[repaid expenses anc other assels
Inventorics
Inventorics - reserve for obsoleseence
Total current assets
Notrgirent issets:
Fixed assets:
Land
Ruldings
Furniture, gquipment and machingey -
administration
Accumulated depreciation
Construction in progress

Total fixed assets, nel

Notes, loams and morlgages meceivable non-current
Cther axsets « bomd issgange gosts

Tutal non-gurrent assels
Total assets
Llabilities and Net Assets
Current Labilitios:
Aggounts payable
Accrued interest payable
Tenand seeurity depuosits
Defermed revenues
Current poetion of Tang-term debt, gapital projects
Loan Tiability, curnem
Other current Labilities
Daterprogranm due tu

Tuotul current liabilities

Man-curcent liabilities:
Lasnge-term debt, capital projecis
Laan Jiability
Total non-gurrent liabilitics
Total labilitics
MNet assets (deticit):
[nvested 0 capital assels, net of related debl
Renirivled
Linreatricted
Tuttal net assels (debicit)

Total lishilities and net assets

g

THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
{A Component Unit af Wazhington County, Oregon)

Finangial Iata Schedule - Business Activity Detail
June 30, 2007

Affordable Housing Fund

Total

Other ™ot
FmHA All Other Hully Tree Turkingten Fropertics Discrete Totul

{ 140,850 4,009,150 (3,R3342R) (}R11,428) 94,172
— 30,004 —_ —_ — 1116383 116,385 114038
31,634 106 1413,30% 144 450 - 1,748,313 2,046,574 2077, TUR
RAg 30,051 11,657 134,013 181,721 [R2.001
{18,934 4,089,250 139,360 206,607 134,013 (Y03, 728) {(458,74%) 3,501,500
I.nis 0838 ORI 18,453

19,726 19 456 151,043 170,499 190,625

1.5 (20:1% RATS 12,0082 37.226 — 57,743 SH.SHT
(1,065) (24) 3.182) {1.206) 4.271
235078 235,078

260,158 R451 31.93% 191,925 212,314 d9R,472

KR 293 22,780 22,70 23438
5,000 3,000 5,000
— — — —_ — (2,500} {2.500) (2,500)

{ 1OR.577) 4365701 147 811 238,545 325,938 {743 442 1231, 148) 4025970
50,6066 54,405 1,120,306 40K OO 2566823 4,098 124 4,199 534
AR AT0 195 2635 R.374 004 2,210,537 17,408 935 27,993 501 28,572,630
R0} 24,2456 —_ — —_ HART #.I87 33483
(257.721) (100,145} (2.244.135) (432.713) (3.5%0. 704} (2505 (6.270.139) {6.034.055)
K915 RYIS Kuls

170,944 173,771 7,250,160 2,185 842 14,387 904 5,882 25,829,743 20, [ RO513
478,356 478,150

717,288 717,288 717244

170,944 052,127 7,250,160 2,185 842 19,387 909 723,170 20,547 0R | 27,370,157
68,372 017828 7307 571 2,424 387 16,713,847 (220,272) 26,315,933 31,402,133
Jod? 97,024 18,082 3.a%d AL057 [ 71,733 172,404
2,735 2076 2,515 1.053 30043 BTHORR 913 50 QUIRAI0
s40 36051 11,657 134,013 181,721 [R2,601

1 489 90 1,677 0,539 11,986 19,602 21,141
2008 6,730 241 hdd #7425 531233 237.296 019,603 H2R,D52

— 56,3494 — — — — — 36,394
LURHER 30,000

3,400,000 3,400,000

10,770 1,592,314 299,174 110,268 280,232 1,116,384 1,806,258 5,409,492
33,975 RT,R24 EXER T 239,203 1,986,398 28777445 31,542,134 31,973,033
— 73.147 — — — — — 73.147
I 16(.971 33RO 239,243 1,986, 39K 28,777 A3 Fload2 134 32,047 080
154,745 3,753,285 %3i8,372 349,561 2,206,630 20 123 429 33348 3u2 37456922
(169.045) 79,216 (4.904.4672) {5.054.501)
ML034 100 1633 8R7 1,065 021
(148,362) 1,185,227 (3.701,674) (2,66, RO%)
{280,373) 1,264,543 (7,032,459) (0, (154.2R9)
68,372 3017828 26,315,933 31,402,133

The Crepon Trepartiuent oof Housing wngd Commmmily Services reguires the submission of certain finamaial data for the TTolly Trew and Tarkington property developments, This Financial

Data Behedule is prepared For the sole purpose of complianee with this requirement, and is consistent with aceounting principles generally aceepted in the United States of America,

using a fermat consistent with the preceding REAC tinancial data schedule.

Raslstce sheet auoounts se maintsined by fund, Only diserere Balanges an reported] by peopeety on this schedule, Balanges of agoounts atteibutable to the entive fund sre sepostad in

the column labeled "not diserete.”
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THF, HOUSING AUTHORITY OF

WASIHINGTON COUNTY

(A Component Unit of Washingtan County, Oregon)

Financial Data Schedule

Faor the year ended June 30, 2007

Disaster Housing Chalve Luw Hent Public Housing Dusiness
Revenues and Expenscs Vouchers Vouchers Publlc Housing Cupital Fund Activitics ‘Total
Revenues;
Mot tenant rental revenue b 405,128 3,800,061 4 795 1849
Tenant revenne - othel 32,509 324014 556,923
Tatal tenant revenue 52K.037 4,524,075 4,852,112
HUY PHA opotaling grants:
Housing assistance payments 15,300 16,350,713 16,360,013
Cngoing administrative foes 1330 1.486,252 — — — 1,487,782
Orhar PHA operating grants R00,030 161,486 6516
Tatal HUIY PHA aperating grants 16,430 17,836,965 #0030 161,446 — 18,815,311
Capital grants 204,834 204 534
Cither government grants — — — — 104,464 104 464
Tnvestenent ineome - ynresivictes RR 121,500 63,975 24,934 210,497
Fraud recovery 1,527 1,527
Other revenus 15634 PRILH A04, 2K 1 442 %55
Ciain on sale of assels I 2.347.095 i . 2.347.095
Total revenue 10,918 17,947,620 A7a2.077 onlz0 4,457,754 20,950,645
Fxpensgs:
Administative:
Administrative salarics 775 568183 05,434 45,244 1.027.000 1736638
Aucliting lees 6417 1,145 112146 18,778
Cutside munagement foes ¥0,335 50,335
Employee benetit contributions 49 256,426 46,844 20,963 404,855 720487
Other wperatiug 4R td | KO3 212,757 5001 1,682 Rl 7R3
Utilitiex:
Waicr 16,848 72,773 9,621
tilectricity T.47TH &l,170 a¥0dh
Cias — — 4.01% — 28,630 12049
Othege wlility gxpensg 27,459 188,211 215,670
Ordinary maintenance and operations:
[.ahor — — — —_ 97803 397 803
Minterials and athee 74,774 212,193 26907
Contragt Costs T A0R 750 578 Xa6lE 377850 1,225 454
Employce henetit contributions -
arditsry maintenangg 164 497 160d 497
General expens
[hsurance premiums — 5041 25,522 — 40,760 71,023
Orher gengral expenses 14 18,073 487 17,854 Jod2R
Payments in licu of axes 43 834 43 838
Bad deht - tenant rents — — 15,230 — £7,380 2,616
ad debt - ather Kl 00
[nterest cxpoense o 1,960 640 1,960 640
Towl sperating cxpenses 161K | 504,253 1,322,467 161,486 5,114,249 2,104,073
Hxeess {deticiency) ot operating
rvEngg Gver operiling eapetses 15,300 16,493,373 241906010 204,834 {256,495) 18,876,622
Other cxpenses:
Flomgsiing ssistange pelyheinls 15,300 16,062,604 16,077,904
Depreciation and amortizalion expense 710,750 1,073 822 1.7%4 612
Total gxpenses 16,918 17,566,457 2,033,257 161,486 4,188,071 25,066,549
her financing sources {uses)
Operating transters in — — — — 371,952 171,952
Oporating, wansiers oul 1371,952) {371.952)
Tatal other financing sources (uses) — — {171.052) — 371,952 —
Tixgess {defivency ) of epérating
PEVERME (VR CRPIUNSES b 430,709 1,336,868 204,834 (938,368) 1,014,106
Memn Aceount Infornation
Begimning equity (deficit) b1 1957321 11,915,987 (5,095.924) R777.584
Tiquity transters 204 834 {204,834) — —
Unit months availahle 15 MR8 A3RI1 7,492 40,716
MNumber af unit months leased 15 205,170 3365 6,095 .45
Administrative fec equity b — 205,203 — — — 205,203
ousing assislanee payments squity 2,182,887 2,182,887

The Real Fstate Ax
under the Unitorm

imancial Reporting Staudieds Gor Public Housing Authorit

accounting principles generally accepted in the United States of America, and is presented in the farm specitied by REAL

cxstnenl Center (REAC), gstablizhed by the ULS. Department of Heusing and Urkan Development, requings the submiszion of ¢enain finangial dat:
hix Fioaneial Data Schedule is prepared parsuant o these requirements, consistent wit



Revenoes und Expenses
Revenues:
Net tenant rental revenue
Tenant revenug « other

Twtal tenant revenue

COher govermmenl granls
Investment income - unrestricted
Other revenue
Total revenue
Expenses:
Admimisteative:
Administrative salaries
Auditing fees
Outside mamagement fees
Employes benetfit contributions
Other operating
Utilities:
Water
Eleatricity
s
Other utility expense
Ordinary maintenance and aperation:
Laubor
Materials and other
Contract costs
Ernprloyee benefit contrilutions -
ordinary maintenance
Creneral expenies;
INGursnce pramiums
Other gencral eapenses
Bad debt - tenant rents
Interest expense

Total operating expenses

Excuess (deliciency ) of operating
Fovenue {ver upuraling CXpinses

Other expenses:
Nepreciation and amortization expense

Total expenses

Cther expenses:
Operating transfees in

Total expenses
Tixcess (deficiency ) of operating
FEVENYG BVET EXIENSES

L]

THE HOUSING AUTHORITY OF
WASHINGTON COUNTY

{A Component Unit of Wishinglon County, Orepon)

TFinancial Data Schedule - Dusiness Activity Detatl

For the year ended June 30, 2007

Adtordable Howsing Fund Total
Other Business
FmHA All Other Holly Tree Turkinglon I'roperiivs Totul Aclivities

35,363 11,802 1.212,w24 LI RED] 2.130.271 1752594 FH00,061
1,450 19,747 3,228 472 498,717 302417 524.014
36,813 31,549 1,216,152 410,571 20628 988 4,255,711 4,324,075
30,843 53.530 14,085 14,085 104,464
(5.006) 54,043 5094 {1,980} (.61 (2R.4493) 24934
414 339.963 7,347 4,007 32,310 63,904 404,281
68,406 444,141 1,228,634 412,598 2,663,971 4,305,207 4,857,754
4 043 702,251 56,524 47,720 216410 324650 1,627 000
i 9,394 694 323 345 1,764 11,216
80,335 K0,335 80,335

2011 2K8.645 24,849 23,863 65487 114194 444 RES
%35 {53d3,913) 134,323 57.237 346,051 537041 1,062
2,708 34 14,403 304 52.5%4 70,031 72773
ROK 106 17,685 12,285 30,286 H0,256 61,170
2RY 28,341 28,341 28630

3035 244 42,759 13275 128,293 14,327 188.211
341,769 56,034 56,034 397803

2,604 63,804 40,1R3 5,748 91,854 143,785 212,193
39364 {RR3I937) a54ln 29.056 £04,9446 1,222.418 IR0
145,603 18,634 IR,K34 164,497

461 SRIR Q.05 3040 21,790 34,481 40.700
17,854 17.854

4,485 606 1456 649 349.1%4 62,289 67380
32,H99 9,799 383,377 160.439 1,174,126 1.917.%42 19460640
102,483 158,433 1.191.310 426,847 3,235.130 4,853,333 5,114,249
(34.077) 325, TUR 37,322 (14,289} (571.15%9) {548, 126) (256.495)
13510 F.aud 30,198 BH19T 673,504 1.052.%04 1073, 822
115,999 165 H35 1.4%1,514 307,084 1,907.630 5,906,237 4, 1 RR.071
371052 371,952 371,952

— — — — 371,952 371,952 371,952
{47,543} IR, 30 {262 K76 (94,480} (H71.716) (1,224,074} (95K, 3635)

The Oregon Departtnent of Housing and Community Seevices requires the submission of certain finanetal data for the Folly Tree amd Tarkinglon properly

developments. This Financial Data Schadule is prepared for the sole purpase of compliance with this requirement, and is consistent with accounting principles

penerally aceepted in the United States of Amerieq, using  tormat consistent with the preceding REAC financial data schedule.
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THE HOUSING AUTHORITY OF
WASHINGTON COUNTY
(A Component Unit of Washington County, Orepgon)

Debt Service Coverage Ratio
For the year ended June 30, 2007

Revenucs;
Rental and other income

Expenses;
Operating expenses

Net revenues

Debt service on revenue bonds
Debt service on note payable to State of Oregon

L.ess interest earned on investments
Trustee fees

Net debt service

Debt service coverage ratio

27

4,705,652

2,134,044

2,571,608

1,993,222
398,564

2,391,786

(149.540)
10,100

2,252 346

1.14
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS

Oregon Administrative Rules 162-10-050 through 162-10-320 incorporated in the Minimum
Standards for Audits of Oregon Municipal Corporations, prescribed by the Secretary of State in
coopcration with the Oregon State Board of Accountancy, enumerate the financial statements,
schedules, and comments and disclosures required in audit reports. The required statements and
schedules are set forth in the preceding sections of this report. Required comments and
disclosures rclated to the audit of such statements and schedulcs are set forth in the [ollowing

pages.
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS

January 16, 2008

Housing Authority Board of Directors
Washington County Board of Commissioners
Housing Authority of Washington County
Hillshoro, Oregon

We have audited the basic financial statements of the Housing Authority of Washington County
(the Authority), a component unit of Washington County, Orcgon, as of and for the year ended
June 30, 2007, and have issucd our report thereon dated January 16, 2008, 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.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit, we considered the 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 Authority’s internal control over financial reporting. Accordingly, we do not
express an opinion on the effectiveness of the Authority’s internal control over financial reporting,

A control deficicncy 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 Authority’s ability to initiate, authorize, record,
process, or report financial data reliably in accordance with accounting principles generally
accepted in the United States of America such that there is more than a remote likelihood that a
misstatement of the Authority’s financial statements that is more than inconsequential will not be
prevented or detected by the Authority’s internal control,

A materia] weakncss 1s a significant deficiency, or comhination of significant deficiencies, tbat
results in morc than a remote likelihood that a material misstatement of the financial statements
will not be prevented or detected by the Authority’s internal control.

Our consideration of the 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 the internal control that might be significant deficiencies or material weaknecsscs. We did not
identify any decficiencies in internal control over financial reporting that we consider to be
material weaknesses, as defined above.
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AUDIT COMMENTS AND DISCLOSURES

REQUIRED BY STATE REGULATIONS gC‘onti_nuedl

COMPLIANCE AND OTHER MATTERS

As part of obtaining rcasonable assurance about whether the Authority’s basic financial
statements arc free of material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, non-compliance with which
could have a direct and matcrial cffcct on the determination of basic 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
instances of non-compliance or other matters that are required to he reported under Government
Auditing Standards and are reported in the Washington County, Oregon, Federal Grant Programs
Report for the year ended June 30, 2007,

ADEQUACY OF ACCOUNTING RECORDS

The Authority’s accounting records were reasonably maintained and adequate to support our audit
of the basic financial statements,

ADEQUACY OF COLLATERAL SECURING DEPOSITORY BAL. ANCES

Orepon Revised Statutcs Chapter 295 requires that each depository throughout the period of its
possession of public fund deposits shall maintain on deposit with its custodians, at its own
cxpensc, sceurities having a value not less than 25% of the certificates of participation issued by
the pool manager for funds in excess of thosc insurcd by the Federal Deposit Insurance
Corporation. Our review of adcquacy of collateral securing depository balances indicated that the
collateral was sufficient for the year ended June 30, 2007,

INVESTMENTS

Our review of deposit and invcstment balances indicated that, during the year ended June 30,
2007, the Authority was in compliance with ORS 294 as it pertains to investment of public funds.

LEGAL REQUIREMENTS RELATING TO DEBT

We noted no defanits in principal, interest, sinking fund, or redemption provisions with respect to
any of the Authority's liabilities, and no breach of bond covenant agreements for the vear ended
June 30, 2007,

BUDGET COMPLIANCE

The Authority is not required to prepare annual budgets in accordance with Oregon Local Budgct
Law (ORS 294,305 to 294.520).

INSURANCE POLICIES AND FIDELITY BONDS

We have reviewed the Authority's insurance and fidelity bond coverage at June 30, 2007. We
ascertained that such policies appeared {0 be in force and in compliance with legal requirements
relating to insurance and fidelity bond coverage. We are not competent by training to commeni
on the adequacy of the insurance policies covering the Authority-owned property at June 30,
2007.
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AUDIT COMMENTS AND DISCLOSURES
REQUIRED BY STATE REGULATIONS (Continued

PUBLIC CONTRACTS

The Authority's procedures for awarding public coniracts were reviewed and found to be in
accordance with QRS Chapter 279.

PROGRAMS FUNDED FROM OUTSIDE SOURCES

We reviewed and tested (ransactions and reports relative to federal and state grant awards
received and expended by the Authority. Based on our testing, it appears the Authority was in
compliance with the requirements of the federal and state grant awards received and expended.

FINANCIAL REPORTING REQUIREMENTS

We have reviewed financial reports and other data relating to programs funded wholly or partially
by other governmental agencies. This data, filed with other governmental agencies, is in
agreement with and supported by the accounting records,

HIGHWAY FUNDS

The Authority does not receive revenue from taxes on moltor vehicle fuel; therefore, compliance
with the legal requirement pertaining to highway funds is not applicablc to the Authority.

ETRE TR T T
This report is intended solely for the information of thc Board of Directors, Board of
Commissioners, management, Federal awarding agencies, pass-through entities, and the Oregon

Secretary of State Audits Division and is not intended to be and should not be used by anyone
other than these specificd parties.

TALBOT, KORVOLA & WARWICK, LLF
Certified Public Accountants

By

Robert G. Mgody, errtn r
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