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customer’s creditworthiness on a case-by-case basis. The amount 
of collateral obtained upon extension of credit is based on 
management’s credit evaluation of the borrower. Collateral held 
includes residential multifamily properties. Rate lock commit-
ments related to these loan commitments are recorded at fair 
value on the face of the statement of financial condition.
Future minimum rentals for the Association’s office lease as of 
September 30, 2006 are as follows:

Rental expense for the years ended September 30, 2006 and 
2005 was $67,212 and $66,764, respectively, and is included in 
office expenses on the statements of activities.
The Association’s office lease expires at the end of the first quar-
ter of fiscal year 2010.
Note 9 - Related Party Transactions
All cash and cash equivalents of the Association are on deposit 
with member institutions.
Another member bank is acting as funding agent for member 
bank loans and is paid a monthly servicing fee of one-eighth of 
1% of the outstanding principal balance. Total funding agent 
fees for the years ended September 30, 2006 and 2005 were 
$71,741 and $81,914, respectively.
During the year ended September 30, 2006, no loans were sold. 
During the year ended September 30, 2005, nine loans with a 
principal balance of $9,914,426 were sold at par to 
related parties. 
 Note 10 - Employee Savings Plan
The Association has a voluntary contribution 403(b) savings 
plan for all employees. For the years ended September 30, 2006 
and 2005, no contributions were made by the Association to 
the plan.
The Association has an employer-funded 408(k) simplified 
employee pension plan for all eligible employees. The Associa-
tion may make a contribution of up to 15% of each employee’s 
total compensation, within certain limits. For the years ended 
September 30, 2006 and 2005, the Association had contribu-
tion expenses of $20,312 and $21,204, respectively.

Note 7 - Contributions From Member Institutions
Contributions from member institutions were made by the Asso-
ciation’s member institutions to cover initial operating expenses. 
Initial contributions from member institutions were determined 
to cover the first two years of operating expenses. The first install-
ment was paid prior to September 30, 1992, and the second 
installment of approximately $57,000 was paid during 1993. In 
addition, members who join the Association subsequent to the 
original formation are assessed a one-time contribution. During 
the years ended September 30, 2006 and 2005, new member as-
sessments of $5,000 and $7,500, respectively, were collected.
Members are admitted for a two-year term and are automatically 
renewed for subsequent two-year terms unless a member resigns. 
Changes in membership status (new members and resignations) 
are accepted annually by the Association members in January. 
The board of directors may require additional contributions of 
members in future years. If members do not make any required 
contribution within 60 days of when it becomes payable, the 
board of directors may terminate their memberships.
Note 8 - Commitments
The principal balance related to loan commitments to bor-
rowers and member institutions at September 30, 2006 was 
$17,531,155. Commitments to extend credit generally have fixed 
expiration dates. Since a portion of the commitments are expected 
to expire without being drawn upon, the total commitment 
amounts do not necessarily represent future cash requirements. 
Prior to extending commitments, the Association evaluates each 

2007 $    68,182
2008 71,179
2009 74,176
2010 77,173
2011 19,481

  
  $   310,191YEAR ENDING SEPTEMBER 30, AMOUNT

2007 $       126,539
2008 133,032
2009 122,527
2010 106,349
2011 108,496

Thereafter 2,708,611
  $     3,305,554

Note 6 - Loans Payable - Washington State Housing Finance Com-
mission
Funding for loans originated by the Association has been provided 
by the Commission under a revolving line of credit as specified in 
the WSHFC Agreement. The maximum limit on the line of credit 
is $6,000,000. As of September 30, 2006 and 2005, the outstand-
ing amounts were $3,305,554 and $2,705,844, respectively, and 
$1,321,500 was approved to be funded for loan commitments 
(Note 8) as of September 30, 2006. A nominal interest rate spread is 
retained by the Association to cover operating expenses. The interest 
rate on the loans charged by the Commission for the revolving line 
of credit is 2%, consistent with the terms of the WSHFC Agree-
ment.
Future minimum payments of loans payable - WSHFC 
are as follows:





Note 3 - Equipment and Vehicles

A summary of equipment and vehicles at September 30 is as follows:
  2006 2005

Equipment $        99,632 $         97,297
Less accumulated depreciation (92,959) (80,337)

  $         6,673 $         16,960
Depreciation expense for the years ended September 30, 2006 and 2005 was $12,623 and $20,555, respectively.

Note 4 - Loans Receivable

Loans held for sale and held for investment consist of the following at September 30, 2006:
   Held for sale Held for Investment Total

Real estate loans $   60,237,004 $    3,458,288 $     63,695,292
Less:

  Allowance for loan losses (345,800) (17.300) (363,100)
  Deferred loan fees (902,165) (3,730) (905,895)
   $   58,989,039 $    3,437,258 $     62,426,297

Loans held for sale and held for investment consist of the following at September 30, 2005:
   Held for Sale Held for Investment Total

Real estate loans $   57,716,719 $    2,843,740 $     60,560,459
Less:

  Allowance for loan losses (372,900) (14,200) (387,100)
  Deferred loan fees (850,899) (7,503) (858,402)
   $   56,492,920 $    2,822,037 $     59,314,957

 Changes in the allowance for loan losses for the year ended September 30, 2006 were as follows:
   Held for Sale Held for Investment Total

Allowance for loan losses -
  beginning of year $       372,900 $        14,200 $         387,100

Provision (benefit) for loans losses (27,100) 3,100 (24,000)

Allowances for loan losses -
  end of year $       345,800 $        17,300 $         363,100

Changes in the allowance for loan losses for the year ended September 30, 2005 were as follows:
   Held for Sale Held for Investment Total

Allowances for loan losses-
  beginning of year $       925,190 $          6,810 $         932,000

Provision (benefit) for loan losses (48,690) 7,390 (41,300)
Charge-offs (503,600) - (503,600)

Allowance for loan losses -
end of year $       372,900 $        14,200 $         387,100



The Charleston Apartments are newly constructed, with project completion occurring in 2004.  The 
seven unit project was built as the first phase of the revitalization of a Rainier Valley neighborhood 
with two 1-bedroom units, three 2-bedroom units and two 3-bedroom units.  The units are affordable 
at 50% and 65% of the area median income for King County.  The tenants include local families and 
new immigrants to the area.

SouthEast Effective Development owns and manages the property.  Financing was provided by:  
WCRA through the Capital Plus program in partnership with the Washington State Housing Finance 
Commission ($400,000), City of Seattle ($515,000), Washington State DCTED ($365,895), Key Bank 
construction loan and an Impact Capital pre-development loan.

harleston Apartments



Note 1 - Organization and Principles of Consolidation
The Washington Community Reinvestment Association and Sub-
sidiary began operations on February 10, 1992 as a private not-
for-profit organization established to provide permanent financing 
and technical assistance to facilitate the development of affordable 
housing in the state of Washington and to otherwise support 
community development and redevelopment needs. Funding is 
provided by member institutions under the Credit and Security 
Agreement (“the Agreement”) at predetermined percentages, 
based upon each member’s proportionate customer deposits to the 
member institutions’ deposits in total. The consolidated financial 
statements include the transactions of the Washington Com-
munity Reinvestment Association and Subsidiary and its wholly 
owned subsidiary, 1200 Fifth LLC (collectively, “the Association”). 
All significant intercompany transactions and balances have been 
eliminated in consolidation.
The Association has a revolving loan and investment fund and a 
reserve for grants and contributions to nonprofit entities. Loans 
originated from the revolving loan fund earn interest equal to the 
applicable U.S. government securities rate consistent with the term 
of the underlying loan and are secured by real estate. The amount 
of the reserve for contributions and grants is determined based on 
20% of the Association’s annual cash provided by operating activi-
ties. Contributions and grants will be made for approved projects, 
and the Association is not obligated to commit the entire amount 
of the reserve on an annual basis.
The Association has a program to assist potential borrowers in 
obtaining permanent financing for multifamily projects through 
tax-exempt bonds purchased by the Association’s members. The 
Association provides these borrowers access to its members and as-
sists in document preparation but does not underwrite the bonds. 
Direct investments from the Association’s members are made to 
the borrower, with the Association collecting a fee for its assis-
tance, as well as servicing the bonds. As of September 2006 and 
2005, $6,676,053 in bonds have been originated, and there are no 
outstanding commitments.
Effective May 28, 2002, the Association entered into a contract 
with the State of Washington Department of Community, Trade 
and Economic Development’s Office of Community Development 
(“CTED”) for the purpose of providing construction loan review 
and evaluation for the Housing Trust Fund construction lend-
ing program that provides loans to low income and special needs 
housing programs and providers to construct and rehabilitate 
affordable housing in the state. 
Effective February 7, 2003, the Association entered into an agree-
ment (“the WSHFC Agreement”) for a revolving line of credit 
from the Washington State Housing Finance Commission (“the 
Commission” or “WSHFC”) for the purpose of making loans to 
serve nonprofit organizations whose needs for small loan amounts 
make conventional financing or financing through bonds too 

costly and inefficient. In the event of default of loans made by 
the Association with funds borrowed under this revolving line of 
credit, the Commission, at its sole option, retains the right of as-
signment, without recourse or warranty, of the loans made in full 
satisfaction of the amounts borrowed under the line of credit. If 
such assignment option is not exercised, the Association is not 
required to repay funds borrowed under this revolving line of 
credit. WSHFC loans are included in loans held for investment 
on the statement of financial condition. 
Note 2 - Summary of Significant Accounting Policies
The financial statements of the Association have been prepared 
on the accrual basis. Under accounting principles generally 
accepted in the United States of America, the Association is 
required to report information regarding its financial position 
and activities according to three classes of net assets: unrestricted 
net assets, temporarily restricted net assets, and permanently 
restricted net assets. All net assets of the Association are classified 
as unrestricted. The significant accounting policies followed are 
described below:
Cash and cash equivalents - Cash equivalents are any highly 
liquid investments with a remaining maturity of three months 
or less at the date of purchase. The Association has cash and cash 
equivalents on deposit with financial institutions in amounts 
that periodically exceed the federal insurance limit. The Associa-
tion evaluates the credit quality of these financial institutions to 
mitigate its credit risk.
Investments - Investments include certificates of deposits and 
money market accounts with short-term and long-term maturi-
ties and are presented at fair value.
Equipment - Purchased equipment is recorded at cost, and do-
nated equipment is recorded at estimated fair value on the date 
of donation. All equipment is depreciated over estimated useful 
lives of three to five years on a straight-line basis. Expenditures 
for maintenance and repairs are charged to expense as incurred.
Loans held for sale - Loans originated and held for sale are car-
ried at the lower of cost or market value on an aggregate basis. 
Net unrealized losses, if any, are recognized through a valuation 
allowance by a charge to income. Nonrefundable fees and direct 
loan origination costs related to loans held for sale are deferred 
and recognized when the loans are sold.
Transfers of financial assets - Transfers of financial assets are 

accounted for as sales, when control over the assets has been 
surrendered. Control over transferred assets is deemed to be 
surrendered when (1) the assets have been isolated from the As-
sociation, (2) the transferee obtains the right (free of conditions 
that constrain it from taking advantage of that right) to pledge or 
exchange the transferred assets, and (3) the Association does not 
maintain effective control over the transferred assets through an 
agreement to repurchase them before their maturity.

WCRA & Subsidiary Notes to Consolidated Financial Statements
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See accompanying notes

WCRA & Subsidiary Consolidated Statement of Cash Flows 
YEAR ENDED SEPTEMBER 30,

   2006 2005

CASh FloWS FRom oPeRAtINg ACtIvItIeS
Cash received from

  Notes payable - member institutions $    3,453,560 $   8,553,460 
  Loans payable - WSHFC 707.500 1,551,000
  Loan fees 78,643 241,588
  Other fees 29,757 -
  Interest 4,356,273 5,036,418
  Loan principal collected 1,023,636 6,061,877
  CTED construction loan review revenue 81,552 105,035
  Contributions from member institutions 5,000 7,500
  Other contributiions 6.500 -
  Proceeds from sale of loans held for sale - 9,915,326
   9,742,421 31,472,204

Cash paid to
  Borrowers for loan orginations of loans held for sale (3,453,560) (8,553,460)
  Borrowers for loan originations - WSHFC program (707,500) (1,551,000)
  Employees (470,894) (422,214)
  Vendors (475,266) (445,634)
  Member institutions for prepayment penalties - (44,364)
  Member institutions and WSHFC for interest (3,574,631) (4,182,610)
  Member institutions and WSHFC for note 
    and loan repayments  (1,180,931) (16,448,103)
   (9,862,782) (31,647,385)

                          Net cash from operating activities (120,361) (175,181)

exPeNSeS
Interest expense $    3,589,062 $   4,134,882 
Salaries and related expenses 482,295 507,709
Provision (benefit) for loan losses (24,000) (41,300)
Loss on sale of foreclosed real estate - 172,736
Prepayment fees on notes payable - 44,364
Professional fees 140,238 126,007
Office expenses 92,003 93,526
Other expenses 137,600 159,496
Contributions and grants 24,900 16,650

Total expenses 4,442,098 5,214,070
CHANGE IN UNRESTRICTED NET ASSETS 72,280 372,099

Unrestricted net assets, September 30, 2005 1,092,801 720,702
Unrestricted net assets, September 30, 2006 $    1,165,081 $   1,092,801 

WCRA & Subsidiary Consolidated Statement of Activities (continued)
YEAR ENDED SEPTEMBER 30,
2006 2005



iscal Year 2006 Loans by Income Served
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To the Board of Directors
Washington Community Reinvestment Association and Subsidiary

We have audited the accompanying consolidated statement of financial condition of Washington Community 
Reinvestment Association and Subsidiary (the Association) as of September 30, 2006 and 2005, and the related 
consolidated statements of activities and cash flows for the years then ended. These consolidated financial statements 
are the responsibility of the Association’s management. Our responsibility is to express an opinion on these 
consolidated financial statements based on our audits. 

We conducted our audits in accordance with auditing standards generally accepted in the United States of America. 
Those standards require that we plan and perform the audits to obtain reasonable assurance about whether the 
consolidated financial statements are free of material misstatement. An audit includes examining, on a test basis, 
evidence supporting the amounts and disclosures in the financial statements. An audit also includes assessing the 
accounting principles used and significant estimates made by management, as well as evaluating the overall financial 
statement presentation. We believe that our audits provide a reasonable basis for our opinion.

In our opinion, the consolidated financial statements referred to above present fairly, in all material respects, the 
consolidated financial position of Washington Community Reinvestment Association and Subsidiary as of 
September 30, 2006 and 2005, and the results of their activities and their cash flows for the years then ended, in 
conformity with accounting principles generally accepted in the United States of America.

Everett, Washington
October 27, 2006



Washington Community Reinvestment Association and Subsidiary

Independent Auditor’s Report & Consolidated Financial Statements

September 30, 2006 and 2005



SEPTEMBER 30,
2006 2005

 ASSetS
CASH AND CASH EQUIVALENTS $         633.147 $        996,340 
RESTRICTED CASH 6.500 -
INVESTMENTS, at fair value 1,142,704 906,373
INTEREST RECEIVABLE 367,533 326,028
ACCOUNTS RECEIVABLE AND PREPAID EXPENSES 27,446 19,438
LOANS HELD FOR SALE, net 58,989,039 56,492,920
RATE LOCK COMMITMENTS ON LOANS 65,455 -
RATE LOCK COMMITMENTS ON NOTES PAYABLE - 18,894
LOANS HELD FOR INVESTMENT, net 3,437,258 2,822,037
EQUIPMENT AND VEHICLES, net 6,673 16,960

Total assets $    64,675,755 $    61,598,990

lIABIlItIeS AND UNReStRICteD Net ASSetS
ACCOUNTS PAYABLE AND ACCRUED LIABILITIES $        149,757 $        197,138 
INTEREST PAYABLE 313,303 298,872
DEFERRED RENT PAYABLE 25,281 20,780
DEFFERED REVENUE 6,500 -
CAPITAL LEASE LIABILITY - 256
RATE LOCK COMMITMENTS ON LOANS - 18,894
RATE LOCK COMMITMENTS ON NOTES PAYABLE 65,455 -
LOANS PAYABLE - WSHFC 3,305,554 2,705,844
NOTES PAYABLE - MEMBER INSTITUTIONS 59,644,824 57,264,405

Total liabilities 63,510,674 60,506,189
UNRESTRICTED NET ASSETS 1,165,081 1,092,801

Total $   64,675,755 $   61,598,990

WCRA & Subsidiary Consolidated Statement Of Activities 
YEAR ENDED SEPTEMBER 30,
2006 2005

ReveNUeS
Interest income $     4,397,779 $     4,983,457 
Gain on sale of loans - 100,150
Loan fees 20,480 235,491
CTED construction loan review revenue 91,119 84,483
Contributions from member institutions 5,000 7,500
Gain on extinguishment of debt - 175,088

Total revenues $     4,514,378 $     5,586,169

WCRA & Subsidiary Consolidated Statement Of Financial Condition



Projects Funded
14 Projects 
(401 units and 14,837 S.F. 
of office retail space) 
$10,308,715 

New Projects Approved
11 Projects   
(342 units and 31,440 S.F. 
of office/retail space) 
$7,436,000

iscal Year 2006 # of Units by County

iscal Year 2006 # Loans by Region
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CASh FloWS FRom INveStINg ACtIvItIeS
Loan principal collected - reserve loans 2,591 2,441
Equipment purchased (2,336) (3,465)
Purchase of investments (340,629) (610,331)
Maturity of investments 104,298 933,881
                         Net cash from investing activities (236,076) 322,526

CASh FloWS FRom FINANCINg ACtIvItIeS
         Principal payments on capital lease  (256) (2,900)

Net INCReASe IN CASh AND CASh eQUIvAleNtS (356,693) 144,445

CASh AND CASh eQUIvAleNtS
Beginning of year 996,340 851,895
End of year $    639,647 $    996,340

ReCoNCIlIAtIoN oF ChANge IN UNReStRICteD Net ASSetS
to Net CASh PRovIDeD  By oPeRAtINg ACtIvItIeS
   Change in unrestricted net assets $      72,280 $    372,099
   Adjustments to reconcile change in unrestricted 
      net assets to net cash provided by operating activities 

Depreciation 12,623 20,555
Gain on extinguishment of debt - (175,088)
Loss on sale of foreclosed real estate - 172,736
Provision (benefit) for loan losses (24,000) (41,300)
Changes in operating assets and liabilities 

  Interest receivable (41,505) 52,961
  Accounts receivable and prepaid expenses (8,008) 13,743
  Loans held for sale, net (2,469,019) 7,179,130
  WSHFC loans receivable, net (620,912) (1,479,499)
  Accounts payable and accrued liabilities (47,381) 93,527
  Interest payable 14.431 (47,728)
  Deferred rent payable 4,501 7,326
  Deferred revenue 6,500 -
  Notes payable - member institutions 2,380,419 (7,817,922)
  Loans payable - WSHFC 599,710 1,474,279
Net CASh FRom oPeRAtINg ACtIvItIeS $  (120,361) $ (175,181)

NoNCASh oPeRAtINg ACtIvItIeS
  Unrealized gain (loss) on lock commitments on notes payable $    (65,455) $     18,894
  Unrealized gain (loss) on lock commitments on loans $      65,455 $   (18,894)

WCRA & Subsidiary Consolidated Statement of Cash Flows (continued)
YEAR ENDED SEPTEMBER 30,
2006 2005



2006 was an exciting year for the Washington 
Community Reinvestment Association (WCRA).  
There were thirteen new loan originations 
totaling $9,224,908.  All the borrowing sponsors 
were non-profits.  The new projects are located in 
Spokane, Granger, Seattle, Bellingham, 
Issaquah, Fife, and Woodland.  WCRA closed loans 
totaling $10,308,715, including $6.2 million under the 
construction to permanent program with 
WCRA members.

In 2006, retirement plans began moving the WCRA 
in new directions.  President, Judy Reed announced 
her retirement, slated for February of 2007.  The 
WCRA Board of Directors successfully navigated a 
transition and succession process which resulted in 
an internal promotion.  The Board announced the 
selection of Susan M. Duren, WCRA Vice President 
and Director of Lending as the new WCRA 
President.  She will be elected at the Annual 
Meeting on February 2, 2007.  Later in the year, 
Board Chair, Jim Boora announced his retirement 
from Anchor Bank.  Jim agreed however to continue 
to serve out his term on the WCRA Board.  

As the WCRA looks to a celebration of 15 years of 
operation, it does so with strong leadership, skilled 
staff, a solid loan portfolio and ample financial 
resources.  WCRA is well positioned to continue 
to serve the community development needs of our 
State and support the participation of the WCRA 
member institutions in providing private capital to 
communities throughout Washington. 

WCRA Chair And President’s Letter

James A Boora, 
Chair

Judy Reed, 
President



Loans held for investment - Loans that management has the intent 
and ability to hold for the foreseeable future or until maturity or 
pay-off are reported at the principal amount outstanding, net of 
unamortized nonrefundable loan fees and related direct loan origi-
nation costs. Deferred net fees and costs are recognized in interest 
income over the loan term using a method that generally produces 
a level yield on the unpaid loan balance. Interest is accrued primar-
ily on a simple interest basis on the outstanding principal balance 
of the loan. Loans held for investment consist of loans originated 
under the WSHFC Agreement and loans originated with the 
Association’s cash reserves.
Nonaccrual and impaired loans - Nonaccrual loans are those for 
which management has discontinued accrual of interest because 
there exists significant uncertainty as to the full and timely col-
lection of either principal or interest or because such loans have 
become contractually past due 90 days with respect to principal 
or interest.
When a loan is placed on nonaccrual, all previously accrued but 
uncollected interest is reversed against current period interest 
income. All subsequent payments received are first applied to 
unpaid interest and then to unpaid principal. Interest income is 
accrued at such time as the loan is brought fully current as to both 
principal and interest, and, in management’s judgment, such loans 
are considered to be fully collectible. 
Loans are considered impaired when, based on current informa-
tion, management determines it is probable that the Association 
will be unable to collect all amounts due according to the terms 
of the loan agreement, including scheduled interest payments. 
Impaired loans are carried at the lower of the recorded investment 
in the loan, the estimated present value of expected future cash 
flows discounted at the loan’s effective date, or the fair value of the 
collateral if the loan is collateral dependent.
Allowance for loan losses - The Association maintains an allowance 
for loan losses to absorb losses inherent in the loan portfolio. The 
allowance is based on ongoing, quarterly assessments of the proba-
ble estimated losses inherent in the loan portfolio. The allowance is 
increased by the provision for loan losses, which is charged against 
current period operating results, and decreased by the amount of 
charge-offs, net of recoveries.
The Association’s methodology for assessing the appropriateness 
of the allowance consists of several key elements, including the 
formula allowance and specific allowance.
 The formula allowance is calculated by applying a loss percentage 
factor to the portfolio loans based on the regulatory and internal 
credit grading and classification system; and current economic, 
business, and regulatory conditions that could affect the collect-
ibility of the portfolio. These factors may be adjusted for signifi-
cant events, in management’s judgment, as of the evaluation date.
Specific allowances are established when determined necessary for 
loans using the valuation approaches described above, as well as 
known current business conditions that may affect the Association. 
Impairment losses are recognized by adjusting an allocation of the 
existing allowance for loan losses.

Rate lock commitments on loans and notes payable - The Association 
enters into commitments to originate loans whereby the interest 
rate on the loan is determined prior to funding (rate lock com-
mitments). Rate lock commitments on loans that are intended to 
be sold are considered to be derivatives. The Association’s cost of 
borrowing to fund the originated loans is based upon the interest 
rate of such loans. The commitments to the Association to borrow 
from member institutions are also derivatives. These derivatives 
are recorded at fair value, with the change in fair value recorded in 
earnings. Fair value is based on fees currently charged to enter into 
similar agreements and, for fixed-rate commitments, also considers 
the difference between current levels of interest rates and the 
committed rates. These commitments do not expose the 
Association to interest rate risk as the associated risk is borne by 
the member institutions.
Foreclosed real estate - Properties acquired through, or in lieu of, 
loan foreclosure are to be sold and are initially recorded at the 
lower of the recorded investment or its fair value less cost to sell at 
the date of foreclosure establishing a new cost basis. After foreclo-
sure, management periodically performs valuations and the real 
estate is carried at the lower of carrying amount or fair value less 
cost to sell. Any subsequent write-downs are recorded as a decrease 
in the asset and charged against operating expenses.
Escrow - Customer funds held for operating and completion 
reserves are not recorded on the books of the Association, as such 
accounts are held by another institution in the borrowers’ names. 
At September 30, 2006 and 2005, the amount of funds held for 
customers in escrow was $3,949,082 and $3,445,317, respectively.
Contributions received - Contributions received from institutions 
for membership in the Association and all other contributions are 
recorded in the statement of activities. Any restricted 
contributions received and spent in the same year are treated as 
unrestricted contributions.
Functional allocation of expenses - In order to provide information 
in regard to service efforts, the costs of providing the Association’s 
programs have been presented in the statement of activities. The 
Association effectively operates as a single program, and, therefore, 
no attempt has been made to segregate general and administrative 
expenses. In addition, the Association’s fund-raising activities 
are minimal. 
Use of estimates - The preparation of the financial statements in 
conformity with accounting principles generally accepted in the 
United States of America requires management to make estimates 
and assumptions that affect amounts reported in the financial 
statements. Changes in these estimates and assumptions are con-
sidered reasonably possible and may have a material impact on the 
financial statements. The Association has used significant estimates 
in determining allowances for loan losses, the fair value and the 
determination of lower of cost or fair value of loans held for sale 
and the fair value of loan commitments.
Tax status - On June 17, 1996, the Association received an Internal 
Revenue Service determination letter reaffirming the Association’s 
status as a publicly supported organization exempt from federal 
income tax under Section 501(c)(3) of the Internal Revenue Code.





Notes payable - member institutions, at September 30, 2006, 
bear interest at rates of 5.2% to 8.1%. The notes are payable in 
monthly installments, including principal and interest.
Because notes payable are directly designated to specific loans held 
for sale, such activity is considered an operating activity in the 
statement of cash flows.

Loans originated by the Association are held for sale in the second-
ary market and other prospective investors, such as the member 
institutions. During the year ended September 30, 2005, the As-
sociation sold loans to member institutions as described in Note 9. 
Loans originated by the Association are secured by a first deed of 
trust on the subject property of each loan. Loans are collateralized 
by multifamily housing located within the state of Washington.
At September 30, 2006 and 2005, the Association had no im-
paired loans, as defined by SFAS No. 114, Accounting by Creditors 
for Impairment of a Loan. The average balance of impaired loans 
for the years ended September 30, 2006 and 2005 was $0 and 
$660,000, respectively. The impaired loan in 2005 was foreclosed 
in March 2005, and the collateral property was sold in April 2005. 
The proceeds from the sale were approximately $700,000. An ad-
ditional loss of $172,736 was recorded upon sale of collateral. This 
loss is shown on the consolidated statement of activities as “Loss 
on sale of foreclosed real estate.” The member institutions agreed 
to forgive debt in the amount of $175,088 to offset this loss. The 
forgiven debt is shown on the consolidated statement of activi-
ties as “Gain on extinguishment of debt.” There was no interest 
income, paid in cash, recognized on the impaired loans during the 
years ended September 30, 2006 and 2005.
There were no nonaccrual loans at September 30, 2006 and 2005. 
There were no loans past due more than 90 days and still accruing 
interest at September 30, 2006 and 2005.

Note 5 - Notes Payable - Member Institutions
Funding for loans originated by the Association has been provided 
by member institutions under a revolving line of credit as speci-
fied in the Agreement. The maximum limit on the line of credit 
is $74,900,000, of which $46,724,755 and $44,701,979 was 
outstanding at September 30, 2006 and 2005, respectively, and 
$12,883,655 was approved to be funded for loan commitments 
(Note 8) as of September 30, 2006. As stated in the Agreement, 
the terms of the Association’s borrowings from member institu-
tions are substantially the same as the terms of the loans the 
Association will originate. The member institutions receive an 
assignment of collateral of the specific loans held for sale equal to 
their respective equity percentage interest in each specific note pay-
able. A nominal interest rate spread is retained by the Association 
to cover operating expenses. 
The rate of interest on notes payable to member institutions on 
amounts borrowed prior to September 15, 1997 was determined 
based on the applicable rate, at the time the loan was funded, of 
U.S. government securities with a term consistent with the term 
of the underlying note payable plus .75%. The rate of interest on 
amounts borrowed after September 15, 1997 is determined based 
on the applicable rate, at the time the loan is funded, on U.S. 
government securities with a term consistent with the term of 
the underlying note payable plus a minimum of 1%. The rates of 
interest on all notes payable are fixed over the term of the notes.
Effective September 15, 1997, the Association entered into a 
nonrevolving line of credit from certain member institutions to 
provide additional funds for new loans and loan commitments in 
order to maintain lending capacity. Effective February 15, 2001, 
this agreement was amended. Twenty-six member institutions 
participating in the nonrevolving line of credit voted to continue 

this line on a revolving basis. One member bank opted out of 
the revolving portion. This bank’s prior commitments will be 
held on a nonrevolving basis. The maximum limit on the line of 
credit is $23,162,000, of which $300,000 is nonrevolving. As of 
September 30, 2006 and 2005, the outstanding amounts were 
$10,762,833 and $10,372,498, respectively, and $1,826,000 was 
approved to be funded for loan commitments (Note 8) on the 
line of credit as of September 30, 2006. Similar to the revolving 
line of credit above, the member institutions receive an assign-
ment of collateral of the specific loans held for sale equal to their 
respective equity percentage interest in each specific note payable. 
A nominal interest rate spread is retained by the Association to 
cover operating expenses. The interest rate on notes payable to 
member institutions for the revolving line of credit is a 
minimum of 1% over the applicable rate on U.S. government 
securities having a term consistent with the term of the 
underlying note payable.
Effective May 15, 2001, the Association entered into a revolving 
line of credit from certain member institutions for the purpose 
of economic development lending. The maximum limit on the 
line of credit is $7,700,000. As of September 30, 2006 and 2005, 
the outstanding amounts were $2,157,236 and $2,189,928, 
respectively, and $1,500,000 was approved to be funded for loan 
commitments (Note 8) as of September 30, 2006. Similar to the 
revolving lines of credit above, the member institutions receive 
an assignment of collateral of the specific loans held for sale equal 
to their respective equity percentage interest in each specific note 
payable. A nominal interest rate spread is retained by the Associa-
tion to cover operating expenses. The interest rate on notes pay-
able to member institutions for the revolving line of credit is a 
minimum of 1.50% over the applicable rate on U.S. government 
securities having a term consistent with the term of the underling 
note payable.
The terms of the notes payable to member institutions prior to 
December 31, 1996 required a prepayment penalty of 1% of the 
outstanding balance if prepaid prior to maturity.
Future minimum payments of notes payable - member institu-
tions are as follows:

YEAR ENDING SEPTEMBER 30, AMOUNT
2007 $       930,283
2008 989,498
2009 1,051,283
2010 1,116,964
2011 1,186,789

Thereafter $   54,370,007
  $   59,644,824



To be a catalyst for the creation and preservation of affordable housing in Washington State.  

To expand resources for real estate based community development in Washington State.

To be a voice for its member financial institutions on affordable housing and community 
development issues.

To provide a dynamic risk sharing vehicle to maximize private investment in community 
development throughout Washington State.

To operate within a strategic and financially prudent structure.

To work with public sector entities to promote public/private partnerships that achieve 
maximum leverage of public dollars.

To provide value to its members and the communities they serve that will generate and 
sustain support for WCRA’s long term operation and success.

ur primary mission is:
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