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Meeting Washington’s Affordable Housing Needs Through Partnership



WCRA Mission Statement

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.



tAble of ContentS

2014 Featured Borrower: Housing Hope

 The Commerce Building – Everett

 Pilchuck Place – Snohomish

 Woods Creek Village – Monroe

 Lincoln Hill Village – Stanwood

Capital Plus! Featured Project: Emergency Support Center

Chair and President’s Letter

WCRA Board of Directors, Loan Committee and Participating Members

Fiscal Year 2014 

 Number of Approved and Funded Units by County

 Loans by Region 

 Loans by Income Served – Percent of AMI

 Approved and Funded Loans

Independent Auditor’s Report and Consolidated Financial Statements

WCRA Staff

WAShington CoMMunity ReinveStMent ASSoCiAtion 

AnnuAl RepoRt 2014



WCRA is pleased to feature Housing Hope as 
this year’s Featured Borrower and highlight 

their four outstanding properties in our portfolio:  
 Lincoln Hill Village,  
 The Commerce Building,  
 Pilchuck Place and  
 Woods Creek Village. 

history

The North Snohomish County Council of Churches 
incorporated Housing Hope on September 30, 
1987, in response to the need for a coordinated 
response to the issues of homelessness and 
affordable housing in Snohomish County. 

Mission

Housing Hope shall promote and provide a 
continuum of safe, decent, affordable housing 
and necessary related services for very low and 
low income residents of Snohomish County and 
Camano Island.

housing hope offers a full range of  
affordable housing options  
throughout Snohomish County. 

Housing types include emergency shelter, 
transitional housing, affordable-rent units and 
homeownership opportunities. Housing Hope 
collaborates and cooperates with local  
communities to make sure programs address the 
needs of local residents with the lowest incomes 
and the greatest need.

housing hope empowers families. 

Housing Hope offers safe, secure, decent and 
affordable places to stay. The housing is enriched 
with services – intensive case management,  
education, employment preparation and life 
skills training through the College of Hope  
program – along with expectations to ensure 
that residents will become and remain self-suffi-
cient when they move on. By helping vulnerable 
families build personal assets and address  

f e a t u R e d  b o R R oW e R :  h o u s i n g  h o p e

the social and personal issues that may have 
contributed to their housing issues, cycles of 
poverty and hopelessness end.

Children are a priority at housing 
hope. 

Child development programs for children —  
Tomorrow’s Hope Child Development Center, 
special needs assessment, a school liaison 
program, and individualized attention by a child 
specialist — ensure that children of resident  
families have a far better chance in school and  
in life.

housing hope accomplishes its goals. 

Housing Hope currently owns and operates 
347 units in 19 housing developments, and has 
helped 257 families build and own their own 
homes through their sweat equity program.



t h e  C o m m e R C e  b u i l d i n g   |   e v e R e t t

The Commerce Building is a 48-unit apartment 
building located in Everett’s downtown area 

and is listed on the National Register of Historic 
Places. The building was constructed in 1910 as 
an office building. 

Upon its purchase in 1994 by a Housing Hope tax 
credit partnership the building was converted 
to mixed use, leaving the commercial units on 
the ground floor. Floors 2 and 3 contain single 
room occupancy (SRO) units with shared kitchen, 
dining, and shower areas. All the SROs have their 
own ½ bath. Floors 4 and 5 contain studio apart-
ments with full baths. Each residential floor has 
a laundry room, and there is a small community 
room on the ground floor with seating and a 
large screen television. 

Donna Mueller has lived at The Commerce  
Building for seven years. She loves the fact that 
she can live there on her own and be indepen-
dent, and did not have to permanently move in 
with a family member. 

Before he moved to The Commerce Building two 
years ago, Steve was living in Stanwood. He likes 
the fact that The Commerce Building is closer to 
work, and he doesn’t have to worry about safety 
at night. He says that living at The Commerce 
Building gave him the chance to improve his 
standard of living. 



p i l C h u C k  p l a C e   |   s n o h om i s h

pilchuck place and Woods Creek village

Pilchuck Place and Woods Creek Village were 
funded in August 2012 through a combination 

of tax-exempt bond financing and other sources. 
The tax-exempt loan funds financed the acquisi-
tion of Pilchuck Place in the city of Snohomish, 
and the acquisition, rehab, and construction of 
six new units at Woods Creek Village in Monroe. 
Funding partners included the Washington  
State Housing Finance Commission, Housing 
Trust Fund, Snohomish County, Sound Families 
Initiative, Housing Hope, North Cascades  
National Bank, and Heritage Bank. 

The 10-unit Pilchuck Place property consists 
of a duplex and an 8-unit garden-style 

apartment building. The duplex was renovated 
in 2006, and the apartment building was newly 
rebuilt in 2006 after a fire destroyed the previ-
ously existing building. 

Stephanie Lymann has lived there for three years 
and really likes the nice safe area and community. 
Prior to living at Pilchuck Place, Stephanie had 
a home with her husband. He was sick for many 
years and the medical bills took everything. 
She says,“Living here helps me to be financially 
independent and I don’t have to worry about the 
upkeep of a house. I love the complex. It’s quiet, 
friendly and well-kept. The other tenants take 
care of their space. Housing Hope is more  
than accommodating. All of my questions get  
answered, maintenance takes care of things 
quickly and our maintenance person is very 
friendly. Having a safe, affordable place to live 
means a lot to me, and to my son. Safety is my 
number one concern.”

tax-exempt bonds at work 

In addition to our lending pools, 

WCRA also has opportunities for 

CRA qualified investments through 

a Tax Exempt Bond Program.  

Contact WCRA to learn more. 



Housing Hope acquired the Woods Creek 
property in 2007 and at the time it consisted 

of just two four-plexes. Renovations commenced 
in 2008 and two new tri-plexes were built in 2012. 

Woods Creek Village now has 24 units situated  
in four buildings that surround an interior 
courtyard, and a ground floor community center 
that has two community rooms, a small kitchen, 
a caseworker office, property maintenance office, 
two restrooms and a laundry room.  

A single mom with two young children who has 
been living at Woods Creek Village for almost 
a year said that she “really loves having a place 
to call home, where you feel safe going to bed 
at night and you know when you return home 
everything is going to be there.  Before moving 
here I was living in a one-bedroom apartment 
after leaving a domestic violence situation.  I was 
a single mom, pregnant and unsure of myself.  
Now I have found stability.  I have confidence 
in myself, the program and the community. I’m 
able to become independent.  It’s a beautiful site 
and I have nice neighbors.  Having a little extra 
money for other bills or to save is great, too.  If 
you are having a hard time moving forward or 
accomplishing your goals, Housing Hope and 
this community will give you the drive to push 
yourself and succeed.”  

Resident Johana Castillo has been living at Woods 
Creek Village for one year and was previously 
living in a shelter.  She lives there with her two 
children and loves the close access to parking 
and the playground for the children.  Moving into 
a calm, stable home has reduced her stress level 
and she doesn’t have to worry about how she is 
going to meet basic needs anymore.  

Wo o d s  C R e e k  v i l l a g e   |   m o n R o e



l i n C o l n  h i l l  v i l l a g e   |   s t a n W o o d

Lincoln Hill Village is a newly constructed 24-
unit community in Stanwood that was funded 

by WCRA in May 2012. Parking is on the outer 
edge of the property and all the buildings face in 
to the courtyard which has a playground, sport-
court, picnic area, and pea patch garden. Lincoln 
Hill Village is conveniently located near a high 
school, middle school and elementary school, as 
well as shopping and services within one mile. A 
Community Transit stop is located approximately 
one block away at the senior center. 

Lincoln Hill Village also boasts a spacious  
community center with beautiful stained glass 
and local artwork. There are property manage-
ment and caseworker offices, a sizable play 
room for children, as well as a substantial adult 
multi-purpose room that hosts parties, classes 
and community meetings. Local charities and 
organizations donated beautiful quilts that 
decorate the walls of the multi-purpose room 
and they also stock the food pantry. Community 
support plays a large role at Lincoln Hill Village, 
with local businesses frequently sponsoring the 
holiday party and stockings for the kids. Housing 
Hope helped some of the kids in the community 
participate in day camp and overnight camp at 
Warm Beach this past summer. 



Steven and April, 
along with their two 
sons, were also in the 
first group of tenants 
to move into Lincoln 
Hill Village. Steven 
was born and raised 
in the Puget Sound 
and worked as a 
machinist for years 
before being laid off.

The family moved to Darrington after gunshots 
hit too close to home while living in Everett 
when their kids were very young. In 2008, Steve 
lost his job at a local mill when the economy 
crashed. They spent three years working with 
the mortgage company and eventually ran out 
of unemployment and state assistance. While 
in Darrington a local charity introduced them 
to Housing Hope and they were able to move 
to Stanwood. Steve is still looking for work and 
hopes that Boeing will be hiring more machinists 
soon. Their oldest son, Michael, is autistic and 
receives SSA benefits and SNAP and that is how 
the family currently makes ends meet. Michael 
gets special education and assistance in the 
Snohomish school district, and their youngest, 
Zachary, is also demonstrating that he is likely to 
be on the autism spectrum. 

April says that they still miss the peace and 
quiet of Darrington, but that Stanwood is close 
enough to larger cities to have access to all the 
services they need, including an affordable local 
clinic. April and Steve both like the community 
atmosphere and the great communication with 
the staff. 

Michelle was one of the original tenants in 
2011. Moving to Lincoln Hill Village gave her the 
opportunity to live on her own again, as she is 
permanently disabled. She says her unit is the 
best handicapped unit she has ever seen. She 
likes the community, the garden (she picked 
many pounds of produce this past summer), and 
the programs and classes offered by Housing 
Hope. Lincoln Hill Village has community meet-
ings every month and has even conducted skill  
building seminars to teach people how to be 
better neighbors. She says the staff have been 
fantastic and the maintenance is excellent. 

Michelle is ready to move on to a permanent 
home of her own now. She feels like it has been 
a good transitional space and she has basically 

raised her three grand-daughters there.  
Housing Hope has a great home ownership 
program and she is hoping to participate and 
make her unit at Lincoln Hill Village available 
for someone else who could benefit from the 
programs and services offered. 



Capital plus! featured project: 
emergency Support Shelter

The acquisition and renovation of new office and 
shelter space for Emergency Support Shelter (ESS)  
was funded in March 2014.  In addition to bor-
rower funds, financing for this project was made 
possible through the Capital Plus! Program, a part-
nership between the Washington State Housing 
Finance Commission and WCRA. Due to some 
very successful fundraising efforts, ESS was able 
to pay off their Capital Plus! loan in October 2014. 

Emergency Support Shelter (ESS), is a  
Washington 501(c)(3) corporation serving 
Cowlitz, Clark and Wahkiakum Counties. ESS  
provides free transitional housing, counseling 
and legal advocacy to women and children who 
are victims of domestic violence and sexual  
assault, and to children exposed to those 
circumstances. The agency also provides services 
to families and friends of victims and survivors.

Domestic violence programs include 24-hour 
crisis intervention; temporary shelter; transitional 

housing; information and referrals to assist 
victims with housing; financial aid; medical and 
dental assistance; education; legal and social  
services; and group counseling with free 
childcare available. Sexual assault services are 
available to victims and survivors of all ages 
and include information; support and referrals; 
assistance evaluating medical and legal  
decisions; and advocacy during medical exams, 
law enforcement interviews and through the 
criminal justice system. Other services include 
safety planning and specialized education for 
children. ESS also offers advocacy services to 
victims of hate crimes, drunk driving, homicide, 
assault, burglary, elder abuse and child abuse.

Sherrie Tinoco, Executive Director since 2005, 
says that they “are extremely excited to be in 
our new building and to move from a communal 
style shelter to one that offers each person the 
privacy and comfort of their own room. When 
we moved into our new building a mom we were 
serving said ‘The old building felt like a shelter. 
This building feels like a home.’ ” 

e m e R g e n C y  s u p p o R t  s h e l t e R   |   s .W.  Wa s h i n g t o n

the Capital plus! pRogRAM assists nonprofit organizations that otherwise may 
not have access to financing. It is a partnership of the Washington Community Reinvestment 
Association and the Washington State Housing Finance Commission. 

Capital Plus! is a $7.5 million dollar fund for Washington 501(c)(3) nonprofits that need to finance 
housing, capital facilities owned and operated by the nonprofit, and/or equipment purchase or 
capital leases.

Washington 501(c)(3) organizations that serve or provide community services with consider-
ation to lower income persons or persons with special needs are eligible to apply for financing.

Loans may be in any amount up to a maximum of $500,000 with terms up to 10 years.

Contact WCRA to learn more.





The WCRA ended its 22nd year of operations 
with strong profits — increasing its net 

assets, loans held for investment, and cash and 
investments to an all-time high. Our membership 
has been adjusted to a total of 37 members after 
the mergers of Umpqua Bank and Sterling Bank,  
and Heritage Bank and Whidbey Island Bank. 
In 2014, we welcomed First Sound Bank as a 
new member and First Citizens Bank reinstating 
their membership. Additionally, Columbia Bank 
and First Savings Bank Northwest increased 
their commitments in Loan Pool 2 by a total 
of $3,250,000, further increasing our ability to 
finance affordable housing in Washington. As an 
organization, we achieved a milestone with the 
increase of our net assets to over $3 million.

During the fiscal year WCRA received eight loan 
applications totaling $12,299,000, including 
two Capital Plus! loans and a bond transaction, 
supporting 365 affordable housing units and an 
11,772 square foot shelter and service office. All 
the applications served families. In particular, the 
Capital Plus! transactions represented alcohol 
and drug free housing for families and the 
shelter. Over the course of our year we approved 
nine loans totaling $13,099,000 and closed a total 
of $6,544,000 in loans for families, seniors and 
the shelter.

WCRA continues to have a broad range of 
transactions financed in 87% of the counties 
across Washington State since our inception 
in 1992. As of September 30, 2014 we have 
financed an impressive 10,446 units of afford-
able housing and an additional 144,833 square 
feet of non-housing. The regulatory agreements 
for the affordable rental housing encompass 
incomes from 30% to 80% of the area median 

income of the location. The Capital Plus! funds 
are provided under a special Memorandum of 
Understanding (MOU) from the Washington 
State Housing Finance Commission. Since 2003, 
the WCRA has continued to provide construction 
loan support to the Department of Commerce 
Housing Finance Unit on construction projects 
with housing trust fund awards and we now have 
a contract to provide the same service to the 
National Equity Fund.

We are very fortunate to have a loan portfolio 
that continues to perform with no delinquencies 
or problems, which is an indication of the high 
caliber of our borrowers. All our loan payments 
are made as agreed and we have no impaired 
transactions. The properties have low vacancy 
rates, good street appeal and many hold waiting 
lists for new tenants seeking safe, decent, afford-
able housing. Conscientious housing design and 
construction has led to attractive buildings. Ten-
ant pride in their communities is often evidenced 
by their gardens, individual unit décor, and 
planning and participating in community events.

Ending another year with a net profit and a  
very satisfactory audit would not be possible 
without the continued support of our Board of 

John Swanson 
Chair

Susan M. Duren 
President

Directors, the commitment of our loan  
committee, and our members. We would not be  
successful without all of you. We owe tremen-
dous thanks and gratitude for the financial 
resources from our member banks and the 
Washington State Housing Finance Commission, 
both of whom give us the means to continue to 
achieve our mission. The work we do to finance 
safe, decent, affordable housing and provide the 
possibility of available affordable apartments 
for the “rent burdened” and formerly homeless 
remains vital for all the people in our housing 
communities across the State. 

C h a i R  a n d  p R e s i d e n t ’ s  l e t t e R

2014 Annual Report tribute 
Larry Burke, the Chair of the WCRA Board of Directors and Senior Vice  
President of Key Bank, retired on July 18, 2014. Larry had been a Board 
member since 2001 and served as Board Chair for one year in 2004  
and then again in 2007 until his retirement seven years later. He was an  
energetic supporter of the WCRA and quick to explain our organization  
and the importance of our mission. WCRA sincerely appreciates his  
leadership and enthusiasm during his tenure.



2014 loan Committee

Lauren Jassny, The Commerce Bank of Washington  
 – Chair

Scott Catton, Bank of America

David Adams, Columbia Bank

John Shelton, First Sound Bank

Javier Guzman, JPMorgan Chase

Dana Amrine, KeyBank

Ric Gaunt, Umpqua Bank

Tim Grant, Washington Federal

Amy Mandell, Wells Fargo Bank

Susan M. Duren, WCRA

Dulcie J. Claassen, WCRA

2014 board of Directors

John Swanson, Umpqua Bank – Chair

Michael Dotson, Bank of America – Vice Chair

Susan M. Duren, WCRA – President

Guillermo Sandoval, Banner Bank – Secretary

Victor Mizumori, Washington Federal – Treasurer

Alice Carr, JPMorgan Chase

Jay Coleman, KeyBank

Paul Edwards, Washington State Housing  
 Finance Commission

Mike Gilmore, Yakima Federal Savings and  
 Loan Assoc.

Diane Klontz, Washington State Dept. of Commerce

M.A. Leonard, Enterprise Community Partners

Judith Olsen, Impact Capital

Christine Rush, Wells Fargo Bank

WCRA 2014 Membership

1st Security Bank of Washington

AmericanWest Bank

Anchor Bank

Bank of America

Bank of the Pacific

Bank of the West

Banner Bank

Cashmere Valley Bank

Cathay Bank

Columbia Bank

The Commerce Bank of Washington, N.A.

East West Bank

First Citizens Bank

First Federal Savings & Loan Assn. of  
 Port Angeles

First Savings Bank Northwest

First Sound Bank

Foundation Bank

Heritage Bank

Homestreet Bank

JPMorgan Chase, N.A.

KeyBank

Kitsap Bank

MUFG Union Bank

North Cascades Bank – Division of Glacier Bank

Northern Trust Bank

Olympia Federal Savings & Loan Assn.

Opus Bank

Regal Financial Bank

Riverview Community Bank

Seattle Bank

Skagit Bank

Timberland Bank

Umpqua Bank

Washington Federal

Washington Trust Bank

Wells Fargo Bank

Yakima Federal Savings & Loan Assn. 

b o a R d s  a n d  C om m i t t e e s



unit totAlS by Region  Western Region  Metro Region  Central Region  Eastern Region 
 157  101 140 64

number of Approved and funded units by County, fy 2014  

f y 2 01 4  a p p R o v e d  a n d  f u n d e d  l o a n  a C t i v i t y
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To the Board of Directors 
Washington Community Reinvestment Association and Subsidiary

RepoRt on finAnCiAl StAteMentS

We have audited the accompanying consolidated financial statements of Washington Community Reinvestment Association and Subsidiary (the  
Association), which comprise the consolidated statements of financial condition as of September 30, 2014 and 2013, and the related consolidated  
statements of activities and cash flows for the years then ended, and the related notes to the consolidated financial statements.

MAnAgeMent’S ReSponSibility foR the finAnCiAl StAteMentS

Management is responsible for the preparation and fair presentation of these consolidated financial statements in accordance with accounting  
principles generally accepted in the United States of America; this includes the design, implementation, and maintenance of internal control relevant  
to the preparation and fair presentation of consolidated financial statements that are free from material misstatement, whether due to fraud or error.

AuDitoR’S ReSponSibility

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 from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the consolidated financial statements. The 
procedures selected depend on the auditor’s judgment, including the assessment of the risks of material misstatement of the consolidated financial 
statements, whether due to fraud or error. In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation 
and fair presentation of the consolidated financial statements in order to design audit procedures that are appropriate in the circumstances, but  
not for the purpose of expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we express no such opinion. An audit  
also includes evaluating the appropriateness of accounting policies used and the reasonableness of significant accounting estimates made by  
management, as well as evaluating the overall presentation of the consolidated financial statements.

We believe that the audit evidence obtained is sufficient and appropriate to provide a basis for our audit opinion.

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, 2014 and 2013, and the results of their activities and their cash 
flows for the years then ended in accordance with accounting principles generally accepted in the United States of America.

Everett, Washington 
November 17, 2014 

RepoRt of inDepenDent AuDitoRS AnD ConSoliDAteD finAnCiAl StAteMentS  
foR WAShington CoMMunity ReinveStMent ASSoCiAtion AnD SubSiDiARy 

SepteMbeR 30, 2014 AnD 2013



    September 30, _____________________________ 

ASSetS  2014 2013  ____________  ____________

CASH AND CASH EQUIVALENTS $ 1,223,068 $ 1,334,360

RESTRICTED CASH 4,000   843

INTEREST-BEARING DEPOSITS 1,453,391  1,388,568 

INTEREST RECEIVABLE 511,519  495,533 

ACCOUNTS RECEIVABLE AND PREPAID EXPENSES 88,732 67,031

LOANS HELD FOR INVESTMENT    

      - MEMBER INSTITUTIONS, net 86,377,292 82,852,677

LOANS HELD FOR INVESTMENT - WSHFC, net  6,476,397  5,573,781

LOANS HELD FOR INVESTMENT - RESERVE, net 123,998  - 

REAL ESTATE OWNED 189,000  282,381 

EQUIPMENT, net 4,879  10,180  ____________  ____________  

 Total assets  $ 96,452,276  $ 92,005,354  ____________  ____________    ____________  ____________  

 

    

liAbilitieS AnD unReStRiCteD net ASSetS 

    

ACCOUNTS PAYABLE AND ACCRUED LIABILITIES $ 271,337 $ 221,139 

INTEREST PAYABLE 441,235  426,819 

DEFERRED RENT PAYABLE 15,326  18,251

DEFERRED REVENUE 4,000  843

PAYABLE TO WSHFC 189,000   282,381

LOANS PAYABLE - WSHFC 6,416,654   5,510,541

NOTES PAYABLE - MEMBER INSTITUTIONS 86,094,430  82,756,729   ____________  ____________  

                             Total liabilities 93,431,982   89,216,703

UNRESTRICTED NET ASSETS 3,020,294   2,788,651  ____________  ____________  

  Total $ 96,452,276 $ 92,005,354   ____________  ____________  ____________  ____________  

      

See accompanying notes

   Years Ended September 30,    _____________________________

RevenueS 2014  2013  ____________  ____________

 Interest income   $ 6,022,750  $ 6,021,072 

 Loan fees 91,977   232,794 

 Construction loan review revenue 280,109   157,752

 Contributions from member institutions 5,000   2,500 

 Other contributions 3,959   -      ____________  ____________

  Total revenues 6,403,795  6,414,118   ____________  ____________

eXpenSeS    

 Interest expense 4,830,083   4,881,273

 Salaries and related expenses 699,865   629,119

 Provision for loan losses -   -

 Professional fees 327,696   207,132

 Office expenses 108,346   107,227 

 Other expenses 189,662   280,971

 Contributions and grants 16,500   16,500  ____________  ____________

  Total expenses 6,172,152  6,122,222   ____________  ____________

 

ChAnge in unReStRiCteD net ASSetS 231,643   291,896 

 Unrestricted net assets, beginning of year 2,788,651   2,496,755  ____________  ____________

 Unrestricted net assets, end of year $ 3,020,294  $ 2,788,651  ____________  ____________  ____________  ____________  

See accompanying notes

WAShington CoMMunity ReinveStMent ASSoCiAtion 
AnD SubSiDiARy  

ConSoliDAteD StAteMentS of finAnCiAl ConDition

WAShington CoMMunity ReinveStMent ASSoCiAtion  
AnD SubSiDiARy  

ConSoliDAteD StAteMentS of ACtivitieS



WCRA AnD SubSiDiARy ConSoliDAteD StAteMentS of CASh floWS

   Years Ended September 30,    _____________________________

    2014  2013  ____________  ____________

CASh floWS fRoM opeRAting ACtivitieS     

 Cash received from  

           Loan fees  $ 105,322   $ 124,918  

  Other fees 39,270  142,879

  Interest 6,006,764  5,987,955

  Construction loan review revenue 306,018  123,182

  Contributions for member institutions 5,000  2,500

  Other contribution 4,000  -  ____________  ____________  

   6,466,374  6,381,434  ____________  ____________

 Cash paid to     

  Employees  (730,076)  (582,419)

  Vendors  (645,980)  (589,118)

  Prepayment fees (2,590)  (98,678)

  Interest (4,815,667) (4,871,986)  ____________  ____________  

   (6,194,313) (6,142,201)  ____________  ____________  

                     Net cash from operating activities 272,061  239,233  ____________  ____________  

CASh floWS fRoM inveSting ACtivitieS    

 Origination of loans held for investment (6,544,000)  (10,999,686)

 Loan principal collected on loans held for investment 
  from member institutions and WSHFC 2,110,693  8,095,590 

 Purchase of equipment (1,882)  (2,395)

 Purchase of interest-bearing deposits (794,307)  1,064,254

 Maturity of interest-bearing deposits 729,484  (1,139,696)  ____________  ____________  

                    Net cash from investing activities (4,500,012)  (2,981,933)  ____________  ____________  

CASh floWS fRoM finAnCing ACtivitieS    

 Proceeds from notes payable from member   
  institutions and WSHFC related to loans held 
  for investment 6,544,000 10,999,686 

 Principal repayments on notes payable from
       member institutions and loans payable to 
  WSHFC related to loans held for investment (2,424,184)   (8,210,211)  ____________  ____________  

                     Net cash from financing activities 4,119,816  2,789,475   ____________  ____________

net inCReASe (DeCReASe) in CASh AnD    

     CASh equivAlentS $  (108,135)  $ 46,775 

See accompanying notes See accompanying notes

   Years Ended September 30,    _____________________________

    2014  2013  ____________  ____________ 

CASh AnD CASh equivAlentS    

 Beginning of year  1,335,203 1,288,428    ____________  ____________  
 End of year   $ 1,227,068  $ 1,335,203  ____________  ____________  ____________  ____________  

ReConCiliAtion of CASh AnD CASh 
     equivAlentS to the ConSoliDAteD    
     StAteMentS of finAnCiAl ConDition    

 Cash and cash equivalents $  1,223,068  $     1,334,360 

 Restricted cash 4,000  843  ____________  ____________

 Consolidated cash  $ 1,227,068  $ 1,335,203   ____________  ____________  ____________  ____________  

ReConCiliAtion of ChAnge in
     unReStRiCteD net ASSetS to net 
     CASh pRoviDeD by opeRAting ACtivitieS    

 Change in unrestricted net assets   $ 231,643    $ 291,896 

 Adjustments to reconcile change in 
      unrestricted net assets to net cash    
       provided by operating activities   

   Depreciation 6,253   5,630

   Loss on disposal of equipment 930   - 

   Change in operating assets and liabilities    

    Interest receivable (15,986)    (33,117)

    Accounts receivable and prepaid expenses  (21,701)   (37,857) 

    Deferred loan fees  6,076   (35,766) 

    Accounts payable, accrued liabilities and

           deferred revenue 53,355    39,836  

    Interest payable 14,416   9,286  

    Deferred rent payable (2,925)   (675)   ____________  ____________  

net CASh fRoM opeRAting ACtivitieS    $  272,061   $ 239,233   ____________  ____________  ____________  ____________  

nonCASh tRAnSACtionS     

 Write-down of real estate owned   $  93,381 -  ____________  ____________    ____________  ____________

 Reduction of payable to WSHFC   $  93,381 -  ____________  ____________    ____________  ____________

 Transfer of member institution loans to 
       reserve loans   $  131,019 -  ____________  ____________    ____________  ____________



WAShington CoMMunity ReinveStMent ASSoCiAtion AnD SubSiDiARy  
 noteS to ConSoliDAteD finAnCiAl StAteMentS

note 1 - organization and principles of Consolidation

The Washington Community Reinvestment Association began operations on February 10, 1992, 

as a private not-for-profit organization established to provide permanent financing and techni-

cal 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) 

based on the agreed-upon amounts committed by each member. The consolidated financial 

statements include the transactions of the Washington Community Reinvestment Association 

and its wholly owned subsidiary, 1200 Fifth LLC (collectively, the Association). 1200 Fifth LLC 

was formed to own real property acquired through default from the Association’s portfolio.  

All significant intercompany transactions and balances have been eliminated in consolidation.

The Association has a revolving loan and investment fund. 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 Association makes grants to 

nonprofit entities based on an annual amount determined by the board of directors each year.

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 assists 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 assistance, as 

well as servicing the bonds.

Effective May 28, 2002, the Association entered into a contract with the State of Washington 

Department of Commerce (formerly the Department of Community, Trade, and Economic 

Development’s (CTED) Office of Community Development) for the purpose of providing 

construction loan review and evaluation for the Housing Trust Fund construction lending 

program that provides loans to low income and special needs housing programs and providers 

to construct and rehabilitate affordable housing in the state.

Beginning October 25, 2012, the Association entered into contracts with the National Equity 

Fund (NEF), a tax credit investor. The purpose for these contracts is to provide construction 

oversight and funds disbursement. NEF is a national syndicator of low income housing tax 

credits used to revitalize communities and create economic opportunities.

Effective February 7, 2003, the Association entered into an agreement (the WSHFC  

Agreement) for a revolving line of credit from the Washington State Housing Finance  

Commission (the Commission or WSHFC) of up to $7,500,000 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 assignment, 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 in  

the consolidated statements of financial condition.

Effective September 1, 2009, the Association entered into a contract with WSHFC for the 

purposes of providing construction overview and other services relating to WSHFC’s program 

to create affordable housing in the state. In June 2013, with no further WSHFC programs for 

construction projects, this contract was terminated.

note 2 - Summary of Significant Accounting policies

The consolidated 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 and cash equivalents are any highly liquid investments with 

a remaining maturity of three months or less at the date of purchase.

interest-bearing deposits - Interest-bearing deposits consist of certificates of deposit and 

money market accounts and are presented at cost and may exceed federally insured limits.

equipment - Purchased equipment is recorded at cost, and donated equipment is recorded at 

estimated fair value on the date of donation. All equipment is depreciated over estimated use-

ful 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 carried 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 as part of the gain on sale when 

the loans are sold or paid off. There were no loans held for sale at September 30, 2014 and 2013.



transfers of financial assets - Transfers of an entire financial asset, a group of financial assets, 

or a participating interest in an entire financial asset are accounted for as sales when control 

over the assets has been surrendered. Control over transferred assets is deemed to be surren-

dered when (1) the assets have been isolated from the Association, (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.  

No financial assets were transferred during the years ended September 30, 2014 or 2013.

loans held for investment - member institutions - 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 origination 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 primarily on a simple interest basis on the outstanding principal balance of 

the loan. Loans held for investment - member institutions consist of loans originated under the 

Association’s Credit and Security Agreement.

loans held for investment - WShfC - 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 origination 

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 

primarily on a simple interest basis on the outstanding principal balance of the loan. Loans 

held for investment - WSHFC consist of loans originated under the WSHFC Agreement. Based 

on the WSHFC Agreement, the Association has no liability under the Agreement for the pay-

ment of loans, and the loans are without recourse or warranty to the Association.

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 collection of either principal or interest, or because such loans have become contractu-

ally 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 applied first 

to the payment of principal and then to the payment of accrued interest. 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 information, 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 

probable losses inherent in the loan portfolio. The allowance is based on ongoing quarterly 

assessments of the probable 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 general allowance and specific allowance.

The general allowance is calculated by applying a loss percentage factor to the portfolio loans 

based on the internal credit grading and classification system and current economic and 

business conditions that could affect the collectibility of the portfolio. These factors may be 

adjusted for significant events, in management’s judgment, as of the evaluation date.

Specific allowances are established when determined necessary for impaired 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 commit-

ments to originate loans whereby the interest rate on the loan is determined prior to funding 

(rate lock commitments). 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 

held for sale is based on the interest rate of such loans. The commitments to the Association to 

borrow from member institutions related to the loans held for sale 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 

because the associated risk is borne by the member institutions. At September 30, 2014 and 

2013, there were no rate lock commitments on loans that are intended to be held for sale.

Real estate owned - Properties acquired through, or in lieu of, loan foreclosure are to be sold 

and are initially recorded at fair value less cost to sell at the date of foreclosure, establishing a 

new cost basis. After foreclosure, 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 
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write-downs are recorded as a decrease in the asset and charged against operating expenses. 

For real estate owned acquired under the terms of the WSHFC Agreement, any subsequent 

write-downs are recorded as a decrease in the asset and would be offset by a reduction in the 

liability in the loans payable to WSHFC. 

escrow - Customer funds held for construction draws and operating and completion reserves 

are not recorded on the books of the Association, because such accounts are held by another 

institution for the benefit of borrowers or NEF. At September 30, 2014 and 2013, the amount of 

funds held for customers in escrow was $10,870,323 and $13,098,534, respectively.

Contributions received - Contributions received from institutions for membership in the  

Association and all other contributions are recorded in the consolidated statements of 

activities. Any restricted contributions received and spent in the same year are treated as 

unrestricted contributions. Restricted cash was $4,000 and $843 at September 30, 2014 and 

2013, respectively.

functional allocation of expenses - To provide information regarding service efforts, the 

costs of providing the Association’s programs have been presented in the consolidated state-

ments 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 fundraising activities are minimal.

use of estimates - The preparation of the consolidated 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 consolidated financial 

statements. Changes in these estimates and assumptions are considered reasonably possible 

and may have a material impact on the consolidated financial statements. At September 30, 

2014 and 2013, the Association has used significant estimates in determining the allowance for 

loan losses and real estate owned.

tax status - On June 17, 1996, the Association received an Internal Revenue Service determina-

tion 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. The Association 

adopted the provisions of Financial Accounting Standards Board (FASB) Accounting Standards 

Codification (ASC) 740-10, Income Taxes, relating to accounting for uncertain tax positions on 

October 1, 2010, which had no financial statement impact to the Association. The Association  

recognizes the tax benefit from uncertain tax positions only if it is more likely than not that the 

tax positions will be sustained on examination by the tax authorities, based on the techni-

cal merits of the position. The tax benefit is measured based on the largest benefit that has 

a greater than 50% likelihood of being realized upon ultimate settlement. The Association 

recognizes interest and penalties related to income tax matters in noninterest expense. The 

Association had no unrecognized tax benefits that would require an adjustment to the October 

1, 2010, beginning balance of net assets and had no unrecognized tax benefits at September 

30, 2014 or 2013. The Association files an exempt organization return in the U.S. federal jurisdic-

tion. The Association is no longer subject to income tax examinations by taxing authorities for 

years before 2010 for its federal filings.

fair value measurements - Fair value is defined as the price that would be received to sell an 

asset or paid to transfer a liability in an orderly transaction between market participants at the 

measurement date. Fair value measurements follow a three-level hierarchy for disclosure of 

assets and liabilities recorded at fair value. The classification of assets and liabilities within the 

hierarchy is based on whether the inputs to the valuation methodology used for measurement 

are observable or unobservable. Observable inputs reflect market-derived or market-based 

information obtained from independent sources, whereas unobservable inputs reflect the 

Association’s estimates about market data. In general, fair values determined by Level 1 inputs 

use quoted prices for identical assets or liabilities traded in active markets that the Associa-

tion has the ability to access. Fair values determined by Level 2 inputs use inputs other than 

quoted prices included in Level 1 that are observable for the asset or liability, either directly 

or indirectly. Level 2 inputs include quoted prices for similar assets and liabilities in active 

markets, and inputs other than quoted prices that are observable for the asset or liability, such 

as interest rates and yield curves that are observable at commonly quoted intervals.

Level 3 inputs are unobservable inputs for the asset or liability, and include situations where 

there is little, if any, market activity for the asset or liability. At September 30, 2014 and 2013, 

there were no assets or liabilities measured at fair value on a recurring basis. At September 30, 

2014, the real estate owned in the consolidated statements of financial condition is measured 

at fair value on a nonrecurring basis. Generally, nonrecurring valuation is the result of the ap-

plication of other accounting pronouncements that require assets or liabilities to be assessed 

for impairment or recorded at the lower of cost or fair value.

Subsequent events - Subsequent events are events or transactions that occur after the con-

solidated statement of financial condition date but before financial statements are available 

to be issued. The Association recognizes in the consolidated financial statements the effects 

of all subsequent events that provide additional evidence about conditions that existed at the 

date of the consolidated statement of financial condition, including the estimates inherent in 

the process of preparing the consolidated financial statements. The Association’s consolidated 

financial statements do not recognize subsequent events that provide evidence about condi-

tions that did not exist at the date of the consolidated statement of financial condition but 

arose after the consolidated statement of financial condition date and before the consolidated 

financial statements are available to be issued.
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The Association has evaluated subsequent events through November 17, 2014, which is the date 

the consolidated financial statements are available to be issued, and no subsequent events 

occurred requiring accrual or disclosure.

note 3 - equipment

A summary of equipment at September 30 is as follows:

    2014  2013  ____________  ____________

Equipment $           70,072  $         105,730 

Less accumulated depreciation    (65,193)    (95,550)  ____________  ____________

   $              4,879   $            10,180   ____________  ____________  ____________  ____________

Depreciation expense for the years ended September 30, 2014 and 2013, was $6,253 and $5,630, 

respectively.

note 4 - loans held for investment

Loans held for investment consist of the following at September 30:

  2014 2013  ____________  ____________

Real estate  

 Nontax-credit loans  $ 30,447,836  $ 26,128,417 

 Tax-credit loans 57,087,635   57,873,798  ____________  ____________

  Total member institution loans 87,535,471   84,002,215

 Reserve loans 123,998 -

 WSHFC loans 6,465,285   5,565,234  ____________  ____________

  Total real estate 94,124,754   89,567,449 

 

Less 

 Allowance for loan losses  (379,110)  (379,110)

 Deferred loan fees  (767,957)  (761,881)  ____________  ____________

    $ 92,977,687  $ 88,426,458  ____________  ____________  ____________  ____________  

Changes in the allowance for loan losses for the years ended September 30 were  

as follows:

  Real Estate   _________________________________

 Nontax-Credit Tax-Credit Unallocated  2014   _________ _________ _________  _________  

Allowance for loan losses,  

      beginning of year  $ 149,747   $ 152,367 $      76,996  $ 379,110

Provision (benefit) for loan losses   23,512  428  (23,940)   -   _________ _________ _________  _________  

Allowance for loan losses,  

     end of year  $ 173,259  $ 152,795  $ 53,056 $ 379,110   _________ _________ _________  _________     _________ _________ _________  _________  

 

  Real Estate   _________________________________

 Nontax-Credit Tax-Credit Unallocated  2013   _________ _________ _________  _________  

Allowance for loan losses,  

     beginning of year   $ 236,106 $ 143,004 $ - $ 379,110

Provision (benefit) for loan losses  (86,359)   9,363    76,996  -    _________ _________ _________  _________  

Allowance for loan losses,  

     end of year   $ 149,747   $ 152,367   $ 76,996   $ 379,110   _________ _________ _________  _________     _________ _________ _________  _________  

No loans were sold during the years ended September 30, 2014 or 2013.

The loans originated by the Association are secured by a first deed of trust on the subject 

property of each loan. Loans are collateralized by real property or other security located within 

the state of Washington.

During the year ended September 30, 2010, the Association, in lieu of foreclosure, accepted a 

deed on real estate collateral of a WSHFC loan. At September 30, 2014 and 2013, the asset is in 

the line item titled Real Estate Owned and the liability is in the line item titled Payable to  

WSHFC, respectively, in the consolidated statements of financial condition. During the year 

ended September 30, 2014, the Association recorded a fair value write-down on the Real Estate 

Owned of $93,381 and a $93,381 reduction in the Payable to WSHFC, in accordance with the 

WSHFC Agreement (Note 2).

Credit quality indicator - The Association classifies lower quality loans as substandard, doubt-

ful, or loss. A loan is considered substandard if it is inadequately protected by the current net 

worth and pay capacity of the borrower or of any collateral pledged. Substandard assets  

include those characterized by the distinct possibility that the Association will sustain some 

loss if the deficiencies are not corrected. Loans classified as doubtful have all the weaknesses 

inherent in those classified as substandard with the added characteristic that the weaknesses 
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present make collection or liquidation in full highly questionable and improbable, on the basis 

of currently existing facts, conditions, and values. Loans classified as loss are those considered 

uncollectible and of such little value that their continuance as assets without the establishment 

of a specific loss reserve is not warranted.

When the Association classifies problem loans as either substandard or doubtful, it may  

establish a specific allowance to address the risk specifically or the Association may allow the 

loss to be addressed in the general allowance. General allowances represent loss allowances  

that have been established to recognize the inherent risk associated with lending activities, but 

that, unlike specific allowances, have not been specifically allocated to particular problem  

assets. Assets that do not currently expose the Association to sufficient risk to warrant classifica-

tion as substandard or doubtful but possess identified weaknesses are designated as either 

watch or special mention assets. At September 30, 2014 and 2013, the Association had no loans 

classified as doubtful or substandard.

The following tables represent the internally assigned grade as of September 30, 2014 and 2013, 

by type of loans:

September 30, 2014   Real Estate   ____________________________

      Nontax-Credit     Tax-Credit                           Total    ___________  ___________  ___________

Member institution loans  

 Grade  

  Pass $ 29,946,860 $ 55,744,181 $ 85,691,041

  Watch  85,767  1,343,454  1,429,221 

  Special mention   415,209    -    415,209     ___________  ___________  ___________

     30,447,836    57,087,635    87,535,471     ___________  ___________  ___________

Reserve loans  

 Grade  

  Pass   123,998    -   123,998    ___________  ___________  ___________

WSHFC loans (1)  

 Grade  

  Pass   5,928,732   -   5,928,732 

  Watch  536,553    -    536,553     ___________  ___________  ___________

     6,465,285    -    6,465,285     ___________  ___________  ___________

    $ 37,037,119  $ 57,087,635  $ 94,124,754     ___________  ___________  ___________    ___________  ___________  ___________

(1)  Based on the WSHFC Agreement, the Association has no liability under the Agreement for the 

payment of loans, and the loans are without recourse or warranty to the Association.

September 30, 2013    Real Estate   ____________________________

      Nontax-Credit     Tax-Credit                          Total    ___________  ___________  ___________

Member institution loans  

 Grade  

  Pass $ 25,703,878 $ 56,849,406 $ 82,553,284

  Watch   -   1,024,392  1,024,392 

  Special mention   424,539    -    424,539     ___________  ___________  ___________

     26,128,417    57,873,798    84,002,215     ___________  ___________  ___________

WSHFC loans (1)  

 Grade  

  Pass   5,166,135    -   5,166,135 

  Watch   399,099    -    399,099     ___________  ___________  ___________

     5,565,234    -    5,565,234     ___________  ___________  ___________

    $ 31,693,651  $ 57,873,798  $ 89,567,449     ___________  ___________  ___________    ___________  ___________  ___________

(1)  Based on the WSHFC Agreement, the Association has no liability under the Agreement for the 

payment of loans, and the loans are without recourse or warranty to the Association.

There were no impaired, troubled debt restructurings, or nonaccrual loans at September 30, 

2014 and 2013.

There were no loans past due more than 90 days and still accruing interest at September 30, 

2014 and 2013.

There were no loans past due 30 to 90 days at September 30, 2014 and 2013.

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 specified in the Agreement. During the 2014 and 2013 fiscal 

year, the Agreement was amended. As of September 30, 2014 and 2013, the maximum limit on 

the line of credit was $95,575,000 and $100,200,000 ($106,448,245 including the nonrevolving 

commitment amounts), respectively. The outstanding amounts were $62,776,396 (of which 

$56,936,531 was revolving and $5,839,865 was nonrevolving) and $58,626,970 (of which 
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$52,378,725 was revolving and $6,248,245 was nonrevolving) as of September 30, 2014 and 

2013, respectively, and $8,315,000 was approved to be funded for loan commitments  

(Note 8) as of September 30, 2014. As stated in the Agreement, the terms of the Association’s 

borrowings from member institutions 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 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 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 revolving line of credit from cer-

tain member institutions to provide additional funds for new loans and loan commitments to 

maintain lending capacity. As of September 30, 2014 and 2013, the maximum limit on the line 

of credit was $26,512,000 and $23,262,000 ($27,318,575 including the nonrevolving commit-

ment amounts), respectively. The outstanding amounts were $21,103,379 (of which $17,782,899 

was revolving and $3,320,480 was nonrevolving) and $21,866,732 (of which $17,810,157 was 

revolving and $4,056,575 was nonrevolving) as of September 30, 2014 and 2013, respectively, 

and $3,275,000 was approved to be funded for loan commitments (Note 8) on the line of credit 

as of September 30, 2014. Similar to the revolving line of credit above, the member institu-

tions receive an assignment of collateral of the specific loans 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 line of credit from certain member 

institutions for the purpose of economic development lending. Effective May 1, 2010, this 

agreement was amended. As of September 30, 2014 and 2013, the maximum limit on the line 

of credit was $6,500,000 ($6,660,000 including the nonrevolving commitment amounts). Of 

these amounts, $160,000 and $106,667 were nonrevolving as of September 30, 2014 and 2013, 

respectively. As of September 30, 2014 and 2013, the outstanding amounts were $2,214,655 

and $2,263,027, respectively, and $600,000 was approved to be funded for loan commitments 

(Note 8) on the line of credit as of September 30, 2014. There were no nonrevolving amounts 

outstanding as of September 30, 2014 and 2013. Similar to the revolving lines of credit above, 

the member institutions receive an assignment of collateral of the specific loans 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 1.50% over the 

applicable rate on U.S. government securities having a term consistent with the term of the 

underlying note payable.

Future minimum payments of notes payable - member institutions are as follows:

2015 $ 8,387,420

2016  1,790,061 

2017  2,356,866 

2018  2,391,615 

2019   2,004,940 

Thereafter   69,163,528   ___________

 $ 86,094,430  ___________  ___________

Notes payable - member institutions, at September 30, 2014, bear interest at rates ranging from 

3.15% to 7.33%. The notes are payable in monthly installments, including principal and interest.

note 6 - loans payable - Washington State housing finance Commission

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 $7,500,000. As of September 30, 2014 and 2013, the outstanding amounts were 

$6,416,654 and $5,510,541, respectively, and there were no loan commitments (Note 8) as of 

September 30, 2014. 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 revolv-

ing line of credit is 2%, consistent with the terms of the WSHFC Agreement.

Future minimum payments of loans payable - WSHFC are as follows:

2015 $ 1,308,586 

2016  638,599 

2017  783,629

2018  265,808 

2019 638,237 

Thereafter 2,781,795  ___________

 $ 6,416,654  ___________  ___________
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Note 5 - Notes Payable - Member Institutions (continued) 



note 7 - Contributions from Member institutions

Contributions from member institutions were made by the Association’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 installment 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 year ended September 30, 2014, 

there was one new member assessment collected and for the year ended September 30, 2013, 

no new member assessments 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 borrowers and member institutions at 

September 30, 2014, was $12,190,000, all of which was related to affordable housing projects 

and economic development projects. Commitments to extend credit generally have fixed 

expiration dates. Because 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 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. Loans are collateralized by 

real property or other security located within the state of Washington.

Contractual future minimum rental payments for the Association’s office lease as of September 

30, 2014, are as follows:

2015  $       78,000 

2016   80,250 

2017  20,250   ___________

 $     178,500  ___________  ___________

Rental expense for the years ended September 30, 2014 and 2013, was $78,499 and $76,673, 

respectively, and is included in office expenses on the consolidated statements of activities.

The Association’s office lease expires in January 2017.

Contractual future minimum rental payments for the Association’s copier lease as of  

September 30, 2014, are as follows:

2015 $ 2,523

2016  2,523

2017  2,523

2018  2,523

Thereafter  2,523  ___________  

 $      12,615  ___________  ___________

note 9 - Related party transactions

All cash and cash equivalents of the Association are on deposit with member institutions. 

The Association holds interest-bearing deposits with member institutions. Total related party 

interest-bearing deposits at September 30, 2014 and 2013, were $1,452,830 and $1,388,007, 

respectively.

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, 2014 and 2013, were $105,048 and $104,512, respectively.

There were no loans sold during the years ended September 30, 2014 or 2013.

note 10 - employee Savings plan

The Association has a voluntary contribution 403(b) savings plan for all employees. For the 

years ended September 30, 2014 and 2013, 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 Association may make a contribution of up to 15% of each employee’s 

total compensation, within certain limits. At September 30, 2014 and 2013, the Association 

accrued contribution expenses of $41,278 and $40,970, respectively. These amounts are 

generally paid out in the following fiscal year subject to board approval. The amount accrued 

at September 30, 2014, was paid in the current fiscal year.
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note 11 - fair value on a nonrecurring basis

Certain assets and liabilities are measured at fair value on a nonrecurring basis; that is, the 

instruments are not measured at fair value on an ongoing basis but are subject to fair value 

adjustments in certain circumstances (for example, when there is evidence of impairment).  

The following table presents the assets and liabilities carried on the consolidated statements of 

financial condition by caption and by level within the valuation hierarchy (as described above) 

for which a nonrecurring change in fair value has been recorded. 

2014 Level 1 Level 2 Level 3  Total   _________ _________ _________  _________  

Other real estate owned $ -  $ - $ 189,000  $ 189,000

2013 Level 1 Level 2 Level 3  Total   _________ _________ _________  _________  

Other real estate owned $ -  $ - $ -   $                 -

other real estate owned - The fair value of other real estate owned is generally based on third-

party appraisals of the property. 

quantitative information about level 3 fair value measurements - The range and weighted 

average of the significant unobservable inputs used to fair value Level 3 nonrecurring assets 

during the year ending December 31, 2014, along with the valuation techniques used, are  

shown in the following table:

 Fair Value at Valuation Unobservable Range (Weighted
 September 30, 2014 Technique Input  Average)(1)
   ________________  __________   _____________ ______________  
OREO $ 189,000  Various  Adjustment 0%-10% (10%)
      to valuation

(1)  Discount to appraisal value.
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