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Federal Summary

Housing Authority of Grays Harbor County
January 1, 2013 through December 31, 2013

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

FINANCIAL STATEMENTS

An unmodified opinion was issued on the financial statements of the business-type activities and
the aggregate discretely presented component units.

Internal Control Over Financial Reporting:

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

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

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

FEDERAL AWARDS
Internal Control Over Major Programs:
e Significant Deficiencies: We reported no deficiencies in the design or operation of
internal control over major federal programs that we consider to be significant

deficiencies.

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

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

We reported no findings that are required to be disclosed under section 510(a) of OMB Circular
A-133.
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Identification of Major Programs:

The following were major programs during the period under audit:

CFDA No. Program Title

14.195 Section 8 Project-Based Cluster - Section 8 Housing Assistance
Payments Program

14.871 Housing Voucher Cluster - Section 8 Housing Choice Vouchers

14.872 CFP Cluster - Public Housing Capital Fund (CFP)

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

The Housing Authority did not qualify as a low-risk auditee under OMB Circular A-133.
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Independent Auditor’s Report on Internal Control over
Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Performed in
Accordance with Government Auditing Standards

Housing Authority of Grays Harbor County
January 1, 2013 through December 31, 2013

Board of Directors
Housing Authority of Grays Harbor County
Aberdeen, Washington

We have audited, in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
business-type activities and the aggregate discretely presented component units of the Housing
Authority of Grays Harbor County, Washington, as of and for the year ended December 31,
2013, and the related notes to the financial statements, which collectively comprise the Housing
Authority’s basic financial statements, and have issued our report thereon dated August 19, 2014.

Our report includes a reference to other auditors who audited the financial statements of the
Housing Authority of Grays Harbor County — Emerson Manor Limited Partnership, as described
in our report on the Authority’s financial statements. This report includes our consideration of
the results of the other auditor’s testing of internal control over financial reporting and
compliance and other matters that are reported on separately by those other auditors. However,
this report, insofar as it relates to the results of the other auditors, is based solely on the reports of
the other auditors.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered the Housing
Authority’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinions
on the financial statements, but not for the purpose of expressing an opinion on the effectiveness
of the Housing Authority’s internal control. Accordingly, we do not express an opinion on the
effectiveness of the Housing Authority’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to
prevent, or detect and correct, misstatements on a timely basis. A material weakness is a
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable
possibility that a material misstatement of the Housing Authority's financial statements will not
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be prevented, or detected and corrected on a timely basis. A significant deficiency is a
deficiency, or a combination of deficiencies, in internal control that is less severe than a material
weakness, yet important enough to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we and
the other auditors did not identify any deficiencies in internal control that we consider to be
material weaknesses. However, material weaknesses may exist that have not been identified.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Housing Authority’s financial
statements are free from material misstatement, we performed tests of the Housing Authority’s
compliance with certain provisions of laws, regulations, contracts and grant agreements,
noncompliance with which could have a direct and material effect on the determination of
financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit, and accordingly, we do not express such an opinion.

The results of our tests and the report of the other auditors disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing
Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of
the Housing Authority’s internal control or on compliance. This report is an integral part of an
audit performed in accordance with Government Auditing Standards in considering the Housing
Authority’s internal control and compliance. Accordingly, this communication is not suitable for
any other purpose. However, this report is a matter of public record and its distribution is not
limited. It also serves to disseminate information to the public as a reporting tool to help citizens
assess government operations.

T g X Sy

TROY KELLEY
STATE AUDITOR

August 19, 2014
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Independent Auditor’s Report on Compliance for Each
Major Federal Program and on Internal Control over
Compliance in Accordance with OMB Circular A-133

Housing Authority of Grays Harbor County
January 1, 2013 through December 31, 2013

Board of Directors
Housing Authority of Grays Harbor County
Aberdeen, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited the compliance of the Housing Authority of Grays Harbor County, Washington,
with the types of compliance requirements described in the U.S. Office of Management and
Budget (OMB) Circular A-133 Compliance Supplement that could have a direct and material
effect on each of its major federal programs for the year ended December 31, 2013. The
Housing Authority’s major federal programs are identified in the accompanying Federal
Summary.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts
and grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the Housing Authority’s
major federal programs based on our audit of the types of compliance requirements referred to
above. We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.
Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program
occurred. An audit includes examining, on a test basis, evidence about the Housing Authority’s
compliance with those requirements and performing such other procedures as we considered
necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for each
major federal program. Our audit does not provide a legal determination on the Housing
Authority’s compliance.
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Opinion on Each Major Federal Program

In our opinion, the Housing Authority complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on each of
its major federal programs for the year ended December 31, 2013.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the Housing Authority is responsible for establishing and maintaining effective
internal control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the Housing Authority’s
internal control over compliance with the types of requirements that could have a direct and
material effect on each major federal program in order to determine the auditing procedures that
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for
each major federal program and to test and report on internal control over compliance in
accordance with OMB Circular A-133, but not for the purpose of expressing an opinion on the
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on
the effectiveness of the Housing Authority's internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in
the first paragraph of this section and was not designed to identify all deficiencies in internal
control that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

PURPOSE OF THIS REPORT

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose. However, this report is a matter of public record and its distribution is not limited. It
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also serves to disseminate information to the public as a reporting tool to help citizens assess

government operations.

T ey X iy

TROY KELLEY
STATE AUDITOR

August 19, 2014
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Independent Auditor’s Report on Financial Statements

Housing Authority of Grays Harbor County
January 1, 2013 through December 31, 2013

Board of Directors
Housing Authority of Grays Harbor County
Aberdeen, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the business-type activities and the
aggregate discretely presented component units of the Housing Authority of Grays Harbor
County, Washington, as of and for the year ended December 31, 2013, and the related notes to
the financial statements, which collectively comprise the Housing Authority’s basic financial
statements as listed on page 14.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these 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 financial statements that are free from material misstatement,
whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
did not audit the financial statements of the Housing Authority of Grays Harbor County —
Emerson Manor Limited Partnership, which represents 100 percent of the assets, net assets, and
revenues of the aggregate discretely presented component units. Those financial statements were
audited by other auditors whose report thereon has been furnished to us, and our opinion, insofar
as it relates to the amounts included for the Housing Authority of Grays Harbor County —
Emerson Manor Limited Partnership, is based on the report of the other auditors. We conducted
our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s
judgment, including the assessment of the risks of material misstatement of the financial
statements, whether due to fraud or error. In making those risk assessments, the auditor
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considers internal control relevant to the Housing Authority’s preparation and fair presentation of
the 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
Housing Authority’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 financial statements.

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

Opinion

In our opinion, based on our audit and the report of the other auditors, the financial statements
referred to above present fairly, in all material respects, the respective financial position of the
business-type activities and the aggregate discretely presented component units of the Housing
Authority of Grays Harbor County, as of December 31, 2013, and the respective changes in
financial position and, where applicable, cash flows thereof for the year then ended in
accordance with accounting principles generally accepted in the United States of America.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 15 through 20 be presented to supplement the
basic financial statements. Such information, although not a part of the basic financial
statements, is required by the Governmental Accounting Standards Board who considers it to be
an essential part of financial reporting for placing the basic financial statements in an appropriate
operational, economic or historical context. We and the other auditors have applied certain
limited procedures to the required supplementary information in accordance with auditing
standards generally accepted in the United States of America, which consisted of inquiries of
management about the methods of preparing the information and comparing the information for
consistency with management’s responses to our inquiries, the basic financial statements, and
other knowledge we obtained during our audit of the basic financial statements. We do not
express an opinion or provide any assurance on the information because the limited procedures
do not provide us with sufficient evidence to express an opinion or provide any assurance.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the Housing Authority’s basic financial statements. The accompanying
Schedule of Expenditures of Federal Awards is presented for purposes of additional analysis as
required by U.S. Office of Management and Budget Circular A-133, Audits of States, Local
Governments, and Non-Profit Organizations. The accompanying Financial Data Schedule is
supplementary information required by HUD. These schedules are not a required part of the
basic financial statements. Such information is the responsibility of management and was
derived from and relates directly to the underlying accounting and other records used to prepare
the basic financial statements. The information has been subjected to the auditing procedures
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applied in the audit of the basic financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the basic financial statements or to the basic financial statements
themselves, and other additional procedures in accordance with auditing standards generally
accepted in the United States of America by us and other auditors. In our opinion, based on our
audit, the procedures performed as described above, and the report of the other auditors, the
information is fairly stated, in all material respects, in relation to the basic financial statements
taken as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated
August 19, 2014 on our consideration of the Housing Authority’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and grant agreements and other matters. The purpose of that report is to describe the scope of
our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the Housing Authority’s internal control over financial
reporting and compliance.

Try X iy

TROY KELLEY
STATE AUDITOR

August 19, 2014
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Financial Section

Housing Authority of Grays Harbor County
January 1, 2013 through December 31, 2013

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2013

BASIC FINANCIAL STATEMENTS
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Statement of Revenues, Expenses and Changes in Fund Net Position — 2013
Statement of Cash Flows — 2013

Notes to Financial Statements — 2013

SUPPLEMENTARY AND OTHER INFORMATION
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Notes to the Schedule of Expenditures of Federal Awards —2013
Financial Data Schedules - 2013
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2013

As management of the Housing Authority of Grays Harbor County (“Housing Authority™), we offer
readers of the Housing Authority’s financial statements this narrative overview and analysis of the
financial activities of the Housing Authority for the year ended December 31, 2013. We encourage
readers to consider the information presented here in conjunction with the Housing Authority’s
financial statements.

Financial Highlights

Net Position

e At December 31, 2013, the Housing Authority’s assets exceeded its liabilities (net position)
by approximately $9.6 million. Of this amount, $2,485,784 (unrestricted net position) may
be used to meet the Housing Authority’s ongoing obligations to citizens and creditors. Total
net position at December 31, 2013 increased from the previous year by $111,167.

e At December 31, 2013, the Housing Authority’s component unit’s assets exceeded its
liabilities by approximately $2.0 million, which represents a decrease of $53,474 from the
previous year’s net position. The Component Unit had unrestricted net position of $92,185 at
December 31, 2013.

Unrestricted Cash

e The Housing Authority’s unrestricted cash balances decreased from the previous year by
approximately $185,000 and totaled $1,949,602 at the end of the fiscal year.

e The Component Unit’s unrestricted cash balances increased from the previous year by
approximately $4,500 and totaled $217,527 at the end of the fiscal year.

Capital Assets

o During the year ended December 31, 2013, the Housing Authority acquired or constructed
capital assets with costs totaling $692,782, including rehabilitation of its existing Low Rent
Public Housing units, acquisition of vehicles and office equipment and preliminary costs
toward the acquisition of a new apartment complex. The Component Unit had no capital
asset additions during 2013.

Revenues and Expenses

e The Housing Authority’s total revenues for the year ended December 31, 2013 of
approximately $3.5 million decreased from the prior year by $161,300, and capital
contributions of approximately $560,000 increased from the prior year by approximately
$160,000. Total expenses for the year of approximately $4.0 million, including depreciation
and amortization of $596,951, increased from the prior year by about $179,400. These
activities resulted in an increase in net position for the year ended December 31, 2013 of
$111,167.

e The Component Unit’s total revenues for the year ended December 31, 2013 of
approximately $483,000 increased from the prior year by $14,500. Total expenses for the
year of $536,000, including depreciation and amortization of $106,179, decreased from the
prior year by about $4,900. These activities resulted in a decrease in net position for the year
ended December 31, 2013 of $53,474.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2013

Overview of the Financial Statements
The financial statements included in this report are those of a special-purpose government

engaged only in business-type activities. The following statements are included:

e Statement of Net Position -- reports the Housing Authority’s current financial resources
(short-term spendable resources) with capital assets and long-term debt obligations.

e Statement of Revenues, Expenses, and Changes in Fund Net Position -- reports the
Housing Authority’s operating and non-operating revenues by major source, along with
operating and non-operating expenses and other changes in net position.

e Statement of Cash Flows -- reports the Housing Authority’s cash flows from operating,
investing, and capital and non-capital financing activities.

Financial Analysis of the Housing Authority

The Housing Authority has presented its financial statements under the reporting model required by
the Governmental Accounting Standards Board. Prior year comparative information for this reporting
period has been included in the following information to increase its usefulness.

The following table summarizes net position at December 31, 2013 and 2012:

CONDENSED STATEMENTS OF NET POSITION

PRIMARY GOVERNMENT:

2013 2012
Assets
Current and other assets $ 3,075,591 $ 3,011,521
Capital assets 8,086,290 7,987,759
Total assets $ 11,161,881 $ 10,999,280
Liabilities
Current liabilities $ 412,019 3 337,481
Non-current liabilities 1,155,310 1,178,414
Total liabilities 1,567,329 1,515,895
Net Position
Net investment in capital assets 6,882,334 6,787,348
Restricted 226,434 303,410
Unrestricted 2,485,784 2,392,627
Total net position 9,594,552 9,483,385
Total liabilities and net position $ 11,161,881 $ 10,999,280
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2013

CONDENSED STATEMENTS OF NET POSITION (CONT.)

COMPONENT UNIT:

2013 2012
Assets
Current and other assets $ 459,429 $ 438,851
Capital assets 2,686,382 2,791,059
Total assets $ 3,145,811 $ 3,229,910
Liabilities
Current liabilities $ 209,991 $ 195,622
Non-current liabilities 950,225 995,219
Total liabilities 1,160,216 1,190,841
Net Position
Net investment in capital assets 1,692,885 1,758,795
Restricted 200,525 185,520
Unrestricted 92,185 94,754
Total net position 1,985,595 2,039,069
Total liabilities and net position $ 3,145,811 $ 3,229,910

At December 31, 2013, the Housing Authority’s current assets exceed current liabilities by
$2,507,572, for a current ratio of 7.1. The Component Unit’s current assets exceed its current
liabilities by $39,321, resulting in a current ratio of 1.2. The current ratio is a measure of the ability
to pay debts as they become due.

The following table summarizes changes in net position for the years ended December 31, 2013 and
2012:

CONDENSED STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
PRIMARY GOVERNMENT:

2013 2012
Revenues
Operating revenue:
Rental revenue $ 1,245,912 $ 1,206,508
Miscellaneous income 121,276 121,268
Non-operating revenue:
Operating grants 2,139,022 2,344,182
Other non-operating revenue 11,103 6,644
Total revenues 3,517,313 3,678,602
Expenses
Operating expenses 3,930,906 3,750,497
Interest expense 35,118 36,165
Total expenses 3,966,024 3,786,662
Loss before capital contributions (448,711) (108,060)
Capital contributions--HUD capital grants 559,878 400,351
Increase in net position 111,167 292,291
Total Net Position, beginning of year 9,483,385 9,191,094
Total Net Position, end of year $ 9,594,552 $ 9,483,385
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2013

CONDENSED STATEMENTS OF REVENUES, EXPENSES, AND CHANGES IN FUND NET
POSITION (CONT))

COMPONENT UNIT:

2013 2012
Revenues
Operating revenue:
Rental revenue $ 243,622 $ 252,984
Miscellaneous income 4,968 5,925
Non-operating revenue:
Operating grants 234,498 209,575
Other non-operating revenue 141 264
Total revenues 483,229 468,748
Expenses
Operating expenses 504,516 499,207
Interest expense 31,468 41,716
Total expenses 535,984 540,923
Loss before distributions to owners (52,755) (72,175)
Distributions to owners (719) (3,442)
Decrease in net position (53,474) (75,617)
Net Position, beginning of year 2,039,069 2,114,686
Net Position, end of year $ 1,985,595 $ 2,039,069

Overall, the financial condition of the Housing Authority improved, with an increase to net position
of $111,167. The financial condition of the component unit deteriorated slightly, with net position
decreasing by $53,474. The Housing Authority’s operating revenue increased approximately 3.0%
over the prior year, while operating expenses increased approximately 4.8%, resulting in an increase
in net operating loss of 5.8%. The Component Unit’s operating revenue decreased 4.0% over the
prior year, while its operating expenses increased 1.1%, resulting in an increase in net operating loss
of 6.5%.

The Housing Authority’s revenues are derived from various sources with approximately 60.8%
received directly from the U.S. Department of Housing and Urban Development (HUD), 38.9%
generated from the rental and management of Housing Authority-owned properties, and 0.3% from
other sources. The Component Unit’s revenues consist of 48.5% received directly from HUD, 51.5%
generated from rental of the Emerson Manor project, and 0.0% from other sources.

The Housing Authority’s most significant operating expenses are salaries, employee benefits and
taxes, housing assistance payments, maintenance and operations, depreciation and amortization, and
utilities. The Component Unit’s most significant operating expenses are maintenance and operations,
depreciation and amortization, utilities and management fees.

The Housing Authority’s salaries expense increased 11.0% from the prior year and was 25.6% of
total revenues and 22.9% of operating expenses for the year ended December 31, 2013. This
increase is primarily due to adding new staff, along with the normal salary increases during 2013.

The Housing Authority’s employee benefits and taxes, representing 10.6% of total revenues and
9.5% of operating expenses for the year ended December 31, 2013, increased 20.3% from the prior
year, primarily due to increases in health insurance premiums and payroll tax rates.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2013

The Housing Authority’s housing assistance payments, representing 32.9% of total revenues and
29.5% of operating expenses for the year ended December 31, 2013, increased 0.3% from the prior
year due primarily to the normal fluctuations in subsidy needs based on the number of bedrooms per
unit and the tenant income levels. The housing assistance payments are budgeted to be fully funded
by operating subsidies from HUD, which are included in non-operating revenues.

The Housing Authority’s maintenance and operations expense, representing 7.8% of total revenues
and 7.0% of operating expenses for the year ended December 31, 2013, increased 13.5% from the
prior year. This increase is due primarily to additional maintenance needed for the Low Rent Public
Housing projects and the Riverside I11 apartment complex in 2013 that wasn’t necessary in 2012.
The Component Unit’s maintenance and operations expense, representing 21.6% of total revenues
and 20.7% of operating expenses for the year ended December 31, 2013, decreased 2.8% from the
prior year. This decrease occurred primarily because building leaks that needed to be repaired and
carbon monoxide detectors installed in all units during 2012 wasn’t necessary in 2013. The Housing
Authority and the Component Unit are committed to maintaining their existing projects in
exceptional condition.

The Housing Authority’s depreciation and amortization, representing 17.0% of total revenues and
15.2% of operating expenses for the year ended December 31, 2013, increased 5.1% from the prior
year due to capital asset additions in 2013. The Component Unit’s depreciation and amortization,
representing 22.0% of total revenues and 21.0% of operating expenses for the year ended December
31, 2013, increased 1.1% from the prior year, primarily due to additional amortization of loan fees in
2013 as a result of refinancing the bank loan.

The Housing Authority’s utilities expense, representing 9.9% of total revenues and 8.9% of operating
expenses for the year ended December 31, 2013, decreased 9.4% from the prior year, primarily due
to a lower rate schedule established by the Grays Harbor PUD in July 2012. The Component Unit’s
utilities expense, representing 11.2% of total revenues and 10.7% of operating expenses for the year
ended December 31, 2013, increased 3.8% from the prior year, primarily due to higher sewer rates
that had gone in to effect during 2012 and higher electricity rates that went into effect in 2013.

The Component Unit’s management fees, representing 22.6% of total revenues and 21.7% of
operating expenses for the year ended December 31, 2013, decreased 1.7% from the prior year. This
decrease occurred based on the results of Emerson Manor’s operations; therefore, the property
management company earned slightly higher management fees in accordance with the property
management contract, but the Housing Authority earned lower management fees in accordance with
the terms of the Limited Partnership Agreement.

Capital asset and debt administration
Capital assets
Detailed information regarding the Housing Authority’s capital assets may be found in Note 6 to

the financial statements. The following table summarizes the changes in capital assets between
fiscal years 2013 and 2012:
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
MANAGEMENT’S DISCUSSION AND ANALYSIS
December 31, 2013

PRIMARY GOVERNMENT

January 1, 2013 December 31, 2013 Net Change
Land and land improvements $ 2,059,162 $ 2,075,333 $ 16,171
Buildings and improvements 20,737,141 21,306,390 569,249
Equipment and vehicles 543,042 582,368 39,326
Totals 23,339,345 23,964,091 624,746
Accumulated depreciation (15,351,586) (15,877,801) (526,215)
Capital assets, net $ 7,987,759 $ 8,086,290 $ 98,531
COMPONENT UNIT
January 1, 2013 December 31, 2013 Net Change
Land and land improvements $ 289,914 $ 289,914 $ -
Buildings and improvements 3,640,109 3,640,109 -
Equipment and vehicles 148,459 148,459 -
Totals 4,078,482 4,078,482 -
Accumulated depreciation (1,287,423) (1,392,100) (104,677)
Capital assets, net $ 2,791,059 $ 2,686,382 $(104,677)

The Housing Authority has a preventative maintenance program to preserve the value and extend
the life of its housing assets, as well as those of its component unit. The Housing Authority
invested $175,925 in repairs, maintenance, and minor capital replacements for its buildings and
equipment during 2013. The Component Unit invested $96,287 in repairs, maintenance, and
minor capital replacements for the Emerson Manor project. Additionally, the Housing Authority
and the Component Unit set aside cash in capital replacement reserves for future expenditures.

The Housing Authority’s change in capital assets consists of improvements to the Low Rent
Public Housing properties totaling $559,878, the acquisition of four vehicles for $86,511 and
office equipment for $20,851, and preliminary costs paid for the acquisition of a new apartment
complex totaling $25,542. During 2013, the Housing Authority disposed of equipment with an
original cost of $68,036.

Long-term debt

The Housing Authority typically issues various types of debt obligations, including installment
notes, deferred notes, mortgages and revenue bonds to finance the acquisition and rehabilitation
of its properties. Detailed information regarding the outstanding long-term debt of the Housing
Authority and the Component Unit may be found in Note 7 to the financial statements.

At December 31, 2013, the Housing Authority had long-term debt outstanding in the amount of
$1.18 million, and the Component Unit had outstanding long-term debt of $993,500. The
Housing Authority’s primary government had no new debt during the year ended December 31,
2013. During 2013, the Housing Authority’s component unit refinanced its bank loan, reducing
its interest rate from 7.25% per annum to 4.5% per annum.

Contacting the Housing Authority’s Financial Management

The financial report is designed to provide a general overview of the Housing Authority’s
finances for all those with an interest. Questions concerning any of the information should be
addressed to the Executive Director of the Housing Authority of Grays Harbor County. The
Housing Authority’s offices are located at 602 E. 1* Street, Aberdeen, Washington 98520. The
telephone number is (360) 532-0570.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY

STATEMENT OF NET POSITION
December 31, 2013

ASSETS
PRIMARY COMPONENT
GOVERNMENT UNIT
CURRENT ASSETS:
Cash $ 1,949,602 $ 217,527
Investments 284,222 -
Restricted cash and investments 147,092 13,044
Accounts receivable 399,341 3,128
Due from component unit 125,512 -
Inventory 9,907 -
Prepaid expenses 3,915 15,613
Total current assets 2,919,591 249,312
NONCURRENT ASSETS:
Restricted cash and investments--noncurrent 156,000 200,525
Property and equipment--net 8,060,748 2,686,382
Other assets 25,542 9,592
Total noncurrent assets 8,242,290 2,896,499
Total assets $ 11,161,881 $ 3,145,811
LIABILITIES AND NET POSITION
CURRENT LIABILITIES:
Accounts payable $ 145,142 $ 17,620
Accrued payroll and taxes 74,208 -
Accrued compensated absences 81,211 -
Tenant security deposits 76,658 13,044
Unearned revenue 8,995 2,379
Due to primary government - 125,512
Accrued interest payable 2,701 4,004
Distributions payable - 4,160
Current portion of long-term debt 23,104 43,272
Total current liabilities 412,019 209,991
LONG-TERM DEBT--net of current portion 1,155,310 950,225
Total liabilities 1,567,329 1,160,216
NET POSITION:
Net investment in capital assets 6,882,334 1,692,885
Restricted for:
Operating deficits 133,500 -
Capital replacements 22,500 200,525
Housing assistance payments 70,434 -
Unrestricted 2,485,784 92,185
Total net position 9,594,552 1,985,595
Total liabilities and net position $ 11,161,881 $ 3,145,811

The accompanying notes are an Integral part of this financial statement.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
STATEMENT OF REVENUES, EXPENSES, AND CHANGES IN FUND NET POSITION
For the year ended December 31, 2013

PRIMARY COMPONENT
GOVERNMENT UNIT

OPERATING REVENUES:
Tenant rental revenue $ 1,245,912 $ 166,216
Management fee revenue 26,960 -
Commercial rental revenue - 77,406
Miscellaneous income 94,316 4,968
Total operating revenues 1,367,188 248,590

OPERATING EXPENSES:
Salaries 898,865 -
Employee benefits and taxes 373,152 -
Housing assistance payments 1,157,822 -
Maintenance and operations 273,966 104,272
Management fees - 109,346
Administration - 25,903
Utilities 349,967 54,102
Telephone 27,872 6,456
Office 44,016 4772
Professional services 74,260 33,766
Insurance 46,406 41,031
Training and travel 16,395 881
Fees & charges 10,171 4,350
Operating expenses 9,528 760
Protective services 11,558 9,787
Depreciation and amortization 596,951 106,179
Bad debts 34,182 338
Advertising 4,564 498
Miscellaneous expense 1,231 2,075
Total operating expenses 3,930,906 504,516
Operating loss (2,563,718) (255,926)

NON-OPERATING REVENUES (EXPENSES):

HUD operating grants 2,139,022 234,498
Interest income 6,373 141
Interest expense (35,118) (31,468)
Gain on sale of assets 4,730 -
Net non-operating revenues (expenses) 2,115,007 203,171
Loss before capital contributions and distributions (448,711) (52,755)
Capital contributions--HUD capital grants 559,878 -
Distributions to owners - (719)
INCREASE (DECREASE) IN NET POSITION 111,167 (53,474)
TOTAL NET POSITION, beginning of year 9,483,385 2,039,069
TOTAL NET POSITION, end of year $ 9,594,552 $ 1,985,595

The accompanying notes are an integral part of this financial statement.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
STATEMENT OF CASH FLOWS
For the year ended December 31, 2013

PRIMARY COMPONENT
GOVERNMENT UNIT
CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from tenants $ 1,314,395 $ 248,011
Cash payments to suppliers for goods and services (2,175,812) (369,579)
Cash payments to employees for services (1,058,260) -
Net cash used by operating activities (1,919,677) (121,568)
CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Operating grants received 2,139,022 235,244
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Purchases of property and equipment (692,782) -
Proceeds from sales of property and equipment 4,730 -
Principal payments on long-term debt (21,995) (43,235)
Loan fees paid on refinancing of notes payable - (1,800)
Interest paid on bonds and notes (35,202) (28,105)
Capital grants received 263,861 -
Distributions paid to owners - (21,425)
Net cash used by capital and related financing activities (481,388) (94,565)
CASH FLOWS FROM INVESTING ACTIVITIES:
Net cash received from (deposited into) restricted funds 74,086 (14,798)
Interest income received 6,373 141
Interest income reinvested in investments (3,836) -
Net cash received (used) by investing activities 76,623 (14,657)
NET INCREASE (DECREASE) IN CASH (185,420) 4,454
CASH, beginning of year 2,135,022 213,073
CASH, end of year $ 1,949,602 $ 217,527

RECONCILIATION OF OPERATING LOSS TO NET CASH
USED BY OPERATING ACTIVITIES:
Operating loss $ (2,563,718) $ (255,926)
Adjustments to reconcile operating loss to net cash
used by operating activities--

Depreciation and amortization 596,951 106,179
(Increase) decrease in--
Accounts receivable--operating 1,269 (1,721)
Due from component unit (27,277) -
Prepaid expenses (415) (53)
Increase (decrease) in--
Accounts payable--operating 66,250 1,196
Accrued payroll and taxes (1,733) -
Accrued compensated absences 1,915 -
Tenant security deposits 2,891 (207)
Unearned revenue--operating 4,190 1,687
Due to primary government - 27,277
Net cash used by operating activities $ (1,919,677) $ (121,568)
The accompanying notes are an integral part of this financial statement.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS
December 31, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

This summary of the major accounting policies of the Housing Authority of Grays Harbor County
(HAGH) is presented to assist the reader in evaluating the Authority’s financial statements.

a.

Nature of business--

The Housing Authority of Grays Harbor County (HAGH) was established in 1951 by a Grays
Harbor County resolution and operates under the laws of the State of Washington applicable
to Housing Authorities (Chapter 35.82 RCW). During 2013, the Housing Authority received
funding under four federal programs administered by the U. S. Department of Housing and
Urban Development (HUD)--the Section 8 Housing Choice VVouchers Program, the Section 8
Housing Assistance Payments Program, the Low Rent Public Housing Program, and the
Public Housing Capital Fund Program.

Basis of accounting and reporting--

The financial statements have been prepared in accordance with U.S. generally accepted
accounting principles, using the accrual basis of accounting and the economic resources
measurement focus. Revenues are recognized when earned, and expenses are recorded when
incurred. All activities of HAGH have been included in these financial statements.

The Housing Authority applies all Governmental Accounting Standards Board (GASB)
pronouncements and implemented GASB Statement No. 65, Items Previously Reported as
Assets and Liabilities, for preparation of the 2013 financial statements.

Component units--

As discussed in Note 11, the Housing Authority is the general partner of the HAGH-Emerson
Manor Limited Partnership with sole control and management of the Partnership. Also, both
entities have the same Board of Commissioners. Because the Housing Authority exercises
significant influence over the Partnership, the Partnership is a component unit of the Housing
Authority.

The Partnership has issued separately audited financial statements. The financial statements
of the Partnership may be obtained by contacting the Housing Authority of Grays Harbor
County at 602 E. First Street, Aberdeen, WA 98520. The accompanying financial statements
present the Housing Authority (primary government) and its component unit (the
Partnership). The component unit is discretely presented in a separate column.

Certain reported amounts on the Partnership's audited financial statements have been adjusted
or reclassified to conform to the Housing Authority's financial statement presentation.

Programs--
The following are the federal programs administered by HAGH and included in these

financial statements.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.):
1. Section 8 Housing Choice Vouchers Program

The Housing Authority began administering the Section 8 rental subsidy program in
1989. HUD enters into an Annual Contributions Contract (ACC) with the Housing
Authority to provide funding for assisting eligible low-income families to obtain
decent, safe and sanitary housing. The tenant pays a portion of the contract rent based
on the tenant family’s income. The balance of the rent is paid to the unit owner by the
Housing Authority, as established in a housing assistance payments contract.

2. Low Rent Public Housing Program
The Low Rent Public Housing Program is also a rental subsidy program designed to
provide decent, safe and sanitary housing for eligible low-income families and the
elderly. HUD enters into an ACC with the Housing Authority to provide funding for
the operation and maintenance of housing projects that are owned by the Housing
Authority. The rent paid by the tenant to the Housing Authority is based on the
income of the tenant family.

3. Public Housing Capital Fund Program
The Public Housing Capital Fund Program provides funding to improve the physical
condition, and to upgrade the management and operation of existing public housing
projects. An annual grant is awarded by HUD according to physical need, and
management and modernization capability. The amount of the grant is determined
based upon modernization budgets that are approved by HUD.

4. Section 8 Housing Assistance Payments Program
The Section 8 Housing Assistance Payments Program is a project-based rental subsidy
program designed to provide decent, safe and sanitary housing for eligible low-income
tenants of Emerson Manor, a 59-unit senior housing complex in Hoquiam,
Washington that was acquired by the Housing Authority in 2000 (See Note 11) and
Riverside 11, a 20-unit housing complex in Aberdeen, Washington that was acquired
by the Housing Authority in 2002 (See Note 7c). HUD enters into an annual housing
assistance payments (HAP) contract with the Housing Authority (Riverside I11) and
the HAGH-Emerson Manor Limited Partnership (Emerson Manor), whereby all
tenants of these complexes must meet the program's eligibility requirements. The
tenant pays a portion of the contract rent, as stipulated in the HAP contract, based on
the tenant's income. The balance of the rent is paid to the Limited Partnership or the
Housing Authority, as applicable, by HUD based on a HAP report submitted monthly.

e. Accounts receivable--
The direct write-off method is used for bad debt write-offs rather than an allowance for
doubtful accounts, as required by U.S. generally accepted accounting principles. Actual
write-offs are generally less than one percent of rental income. Therefore, any difference in
the method of recording bad debts is considered to be immaterial.

f. Inventory--
Inventory consisting of maintenance supplies is recorded at cost on a first-in, first-out basis.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.):

g.

Property and equipment--

Purchased property and equipment is stated at cost. Donated property and equipment is
recorded at fair market value as of the date of the donation. The Housing Authority’s policy
is to capitalize property and equipment greater than $5,000. Major expenditures that
substantially increase useful lives of existing property are capitalized. Repairs, maintenance
and minor renewals are expensed when incurred. When assets are retired or disposed of,
their costs and related accumulated depreciation are removed from the books, and the
resulting gain or loss is included in income.

Property and equipment are being depreciated on a straight-line basis over their estimated
useful lives, which are as follows:

Land improvements 5 to 20 years
Buildings and improvements 7 to 40 years
Equipment 510 10 years
Vehicles 5 years

Federal income taxes--

The Housing Authority is a municipal corporation and is, therefore, exempt from federal
income taxes. The component unit is a limited partnership. Accordingly, all tax effects of
the Partnership’s income or loss are passed through to its partners individually.

Cash and cash equivalents--

For purposes of the statement of cash flows, the Housing Authority considers all highly
liquid debt instruments purchased with a maturity of three months or less to be cash
equivalents. At December 31, 2013, there are no cash equivalents.

Use of estimates--

The preparation of financial statements in conformity with U.S. generally accepted
accounting principles requires management to make estimates and assumptions that affect
certain reported amounts and disclosures. Accordingly, actual results could differ from those
estimates.

Accrued compensated absences--

All regular full-time and part-time employees are eligible to accrue annual leave based upon
length of employment. All regular full-time employees also receive sick leave at a rate of 8
hours per month. Regular part-time employees receive sick leave at a prorated rate. All of
the accumulated annual leave up to 240 hours plus one-half of the accumulated sick leave up
to a maximum of 240 hours payable is paid to employees upon termination of employment.
The total compensated absences payable upon termination as of December 31, 2013 has been
accrued in the financial statements.

Public support and revenues--

The Housing Authority receives a substantial amount of its funding from HUD. In the event
that HUD would discontinue its support because of budget cuts, the Housing Authority could
experience a significant loss of support.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONT.):
m. Operating revenues and expenses--

The Housing Authority reports operating revenues as defined in GASB Statement No. 9.
Operating revenues generally result from fees and charges from providing services in
connection with the ongoing operations of providing low-income housing. Operating
subsidies and grants are reported as non-operating revenues and are presented as cash flows
from non-capital financing activities in the statement of cash flows. Capital grants are
reported as capital contributions and are presented as cash flows from capital and related
financing activities in the statement of cash flows. Operating expenses are those expenses
that are directly incurred in the operation of providing low-income housing.

NOTE 2 - RESTRICTED CASH AND INVESTMENTS:
Restricted cash and investments includes the following--

a. Tenant security deposits
Tenants are required to pay a security deposit at the time they move into one of the Housing
Authority’s developments. The security deposits are refundable, provided that the unit’s
physical condition is satisfactory at the time the tenant moves out. One of the Housing
Authority’s certificates of deposits is reserved to cover the total security deposits payable to
tenants of the Public Housing developments. Separate security deposit checking accounts
have been established for Sunset Villa, for Emerson Manor and for Riverside I11.

b. Housing assistance payments
Under the Section 8 Housing Choice VVouchers Program, HUD provides funding for housing
assistance payments (HAP) based on the prior year’s utilization, with monthly adjustments
for actual utilization during the current year. Unspent HAP funds are restricted for future
HAP expenses only.

c. Replacement and operating reserves
Under the HAGH-Emerson Manor Limited Partnership’s partnership agreement, the
Partnership is required to maintain a replacement reserve with minimum monthly deposits of
$21 per apartment unit beginning in the first month after the completion of the rehabilitation
of Emerson Manor, which occurred in March 2001. In accordance with the partnership
agreement, disbursements from the replacement reserve in excess of $25,000 that are not
included in the approved annual budget must be preapproved by the Partnership’s Special
Limited Partner. At December 31, 2013, the replacement reserve had a balance of $200,525.

The Washington State Department of Commerce also requires that the Housing Authority
maintain a replacement reserve of $22,500 and an operating reserve of $25,000 for the
Riverside 111 apartment complex.

d. Cash collateral account
The Housing Authority is also required, under an agreement with the HAGH-Emerson Manor
Limited Partnership’s Investment Limited Partner, to maintain a cash collateral account as an
operating reserve to pay operating deficits of the Emerson Manor project as needed. The
Investment Limited Partner has a security interest in this account.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 2 - RESTRICTED CASH AND INVESTMENTS (CONT.):
At December 31, 2013, restricted cash and investments consist of the following--

PRIMARY COMPONENT
GOVERNMENT UNIT
Tenant security deposits $ 76,658 $ 13,044
Housing assistance payments 70,434 -
Replacement reserves 22,500 200,525
Operating reserve 25,000 -
Cash collateral account 108,500 -
Total restricted cash and investments 303,092 213,569
Restricted cash and investments--current (security deposits &

housing assistance payments) (147,092) (13,044)
Restricted cash and investments--noncurrent 3 156,000 $ 200,525

NOTE 3 - CASH AND INVESTMENTS:

The Housing Authority’s and the Limited Partnership’s deposits and investments are entirely covered
by federal depository insurance (FDIC) or by collateral held in a multiple financial institution
collateral pool administered by the Washington Public Deposit Protection Commission. As a result,
there is no custodial credit risk for any of the Housing Authority’s or the Limited Partnership’s cash
and investments.

As required by Washington State law, the Housing Authority's and the HAGH-Emerson Manor
Limited Partnership's investments are limited to obligations of the U.S. Government, U.S. agency
issues, obligations of the State of Washington, general obligations of Washington State
municipalities, or certificates of deposit with Washington State banks and savings and loan
institutions. As of December 31, 2013, all of the Housing Authority’s and Limited Partnership's
investments are in certificates of deposit with Washington State banks. The investments are recorded
at cost plus accrued interest earnings, which approximates fair value. Management intends to hold
the time deposits until maturity.

Because Washington State law limits the Housing Authority’s and the Limited Partnership’s deposits
and investments to those with no risk of loss, the Housing Authority and the Limited Partnership
have no policies addressing custodial credit risk for deposits and investments.

At December 31, 2013, unrestricted cash consists of the following--

PRIMARY COMPONENT

GOVERNMENT UNIT
Savings and checking accounts $ 1949477 $ 217527
Petty cash 125 -
Total cash $ 1,949,602 $ 217527

At December 31, 2013, investments consists of the following--

PRIMARY COMPONENT

GOVERNMENT UNIT
Certificates of deposit $ 399,102 $ -
Less restricted investments--tenant security deposits & reserves (114,880) -
Net investments $ 284,222 $ -
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 4 - ACCOUNTS RECEIVABLE:
At December 31, 2013, accounts receivable consists of the following--

PRIMARY COMPONENT

GOVERNMENT UNIT
Tenant accounts receivable $ 6,740 $ 2,606
Accounts receivable--HUD 387,569 365
Accounts receivable--fraud recovery 456 -
Accounts receivable--other 4576 157
Total accounts receivable $ 399,341 $ 3,128

NOTE 5 - RECEIVABLES AND PAYABLES WITHIN THE REPORTING ENTITY:
Outstanding balances between the primary government and the component unit reported as “due
from component unit” and “due to primary government” include outstanding charges by the Housing
Authority to the Limited Partnership for services or goods outstanding at year-end, and other
miscellaneous receivables/payables between the entities. All of these charges are expected to be paid
in less than one year.

NOTE 6 - PROPERTY AND EQUIPMENT:
The following is a summary of the changes in property and equipment for the year ended December
31, 2013--

PRIMARY GOVERNMENT:

Balance,
Beginning Balance,
of year Additions Dispositions End of year
Nondepreciable property and equipment--
Land $ 796,412 $ - 8 - S 796,412
Depreciable property and equipment--
Land improvements 1,262,750 16,171 - 1,278,921
Buildings and improvements 20,737,141 569,249 - 21,306,390
Equipment 381,021 20,851 (9,395) 392,477
Vehicles 162,021 86,511 (58,641) 189,891
Total depreciable property and equipment 22,542,933 692,782 (68,036) 23,167,679
Less accumulated depreciation for--
Land improvements (1,246,275) (3,766) - (1,250,041)
Buildings and improvements (13,608,273) (559,162) - (14,167,435)
Equipment (360,874) (14,644) 9,395 (366,123)
Vehicles (136,164) (16,679) 58,641 (94,202)
Total accumulated depreciation (15,351,586) (594,251) 68,036 (15,877,801)
Total depreciable property and
equipment--net 7,191,347 98,531 - 7,289,878
Total property and equipment--net $ 7,987,759 $ 98531 $ - 3 8,086,290

Washington State Auditor's Office Page 29



HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 6 - PROPERTY AND EQUIPMENT (CONT.):

COMPONENT UNIT:

Balance,
Beginning Balance,
of year Additions Dispositions End of year
Nondepreciable property and equipment--
Land $ 45495  $ - 8 - 3 45,495
Depreciable property and equipment--
Land improvements 244,419 - - 244,419
Buildings and improvements 3,640,109 - - 3,640,109
Equipment 148,459 - - 148,459
Total depreciable property and equipment 4,032,987 - - 4,032,987
Less accumulated depreciation for--
Land improvements (134,465) (12,221) - (146,686)
Buildings and improvements (1,013,559) (91,003) - (1,104,562)
Equipment (139,399) (1,453) - (140,852
Total accumulated depreciation (1,287,423) (104,677) - (1,392,100)
Total depreciable property and
equipment--net 2,745,564 (104,677) - 2,640,887
Total property and equipment--net $ 2,791,059 % (104677) % - 3 2,686,382

NOTE 7 - LONG-TERM DEBT AND PROPERTY ACQUISITIONS:

Long-term debt at December 31, 2013 consists of the following--

a.

Bond payable--Sunset Villa project

In December 2000, the Housing Authority acquired the Sunset Villa apartment complex
through the issuance of a $640,000 revenue bond with a local bank. Sunset Villa consists of
one 12-unit building and one 6-unit building in Ocean Shores, Washington. All of the units
have two bedrooms, and the Housing Authority rents the units to low-income working
families for $500 per month.

Terms of the bond, which matures on December 1, 2030, require monthly payments of
$4,025, including interest at a rate of 6.5% per annum. The bond is secured by a deed of trust
and security agreement encumbering the real property and an assignment of leases and rents
from the property.

There are several covenants included in the bond requirements, including minimum insurance
requirements, repair and maintenance of the property, maintenance of security deposits and
membership in the local community club. At December 31, 2013, the Housing Authority
was in compliance with all applicable covenants.

Notes and mortgages payable--Emerson Manor project

During 2000, the Housing Authority began working on the acquisition of Emerson Manor, a
59-unit complex in Hoquiam, Washington, through the federal low-income tax credit
program. On December 28, 2000, title to the property was conveyed to the Housing
Authority in order to meet the requirements of the tax credit program.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 7 - LONG-TERM DEBT AND PROPERTY ACQUISITIONS (CONT.):
b. Notes and mortgages payable--Emerson Manor project (cont.)

At that time, the Housing Authority agreed to assume two existing mortgages on the property
as full payment for the complex as soon as the financing for the acquisition and rehabilitation
of the project was obtained and the requirements of the tax credit program were met. In
March 2001, the Housing Authority received funding for the acquisition and rehabilitation of
Emerson Manor. At December 31, 2013, the outstanding long-term debt associated with the
Emerson Manor project consists of the following:

1. An $825,000 Housing Finance Unit promissory note through the Washington State
Department of Commerce. Terms of the note, which matures on August 31, 2051,
require 15 annual interest only payments of $8,250, at a rate of 1% per annum, beginning
September 1, 2002. Beginning September 1, 2017, 35 annual payments of $28,054,
including principal and interest at a rate of 1% per annum, are required. The note is
secured by a deed of trust covering the Emerson Manor property.

2. A promissory note with a local bank in the amount of $575,741. The bank loan was
refinanced on April 18, 2013. The refinanced terms of this note, which matures on
October 5, 2020, require monthly payments of $4,799, including interest at a rate of
4.50% for the first 60 months and a variable interest rate per month for the final 30
months. The note is secured by a deed of trust on the property.

c. Notes and mortgages payable--Riverside 111 project
In October 2002, the Housing Authority acquired the Riverside 111 apartment complex, a 20-
unit complex in Aberdeen, Washington. The property was acquired by assuming the
previous owner's existing mortgage from HUD. This mortgage was forgiven by HUD on
October 31, 2002. The Housing Authority was also awarded two loans and a grant for the
acquisition and rehabilitation of Riverside Il1.

The loans awarded to the Housing Authority for the acquisition and rehabilitation of
Riverside Il are summarized as follows:

1. An $887,000 Housing Finance Unit promissory note through the Washington State
Department of Commerce (DOC). The note is secured by a deed of trust covering the
Riverside I1I property. This note is provided as two separate loans as follows:

a. The first loan is a $285,000 amortized loan. Terms of this loan, which matures on
June 30, 2043, require quarterly payments of $2,164, including interest at 1% per
annum beginning June 30, 2003.

b. The second loan of $460,500 is deferred for 40 years at zero percent interest. On
June 30, 2043, provided the Housing Authority has met the terms and conditions of
the Housing Finance Unit contract, the deferred loan will convert to a full grant, and
no repayment will be required.

There are several covenants included in the note requirements, including using the
property strictly for low-income housing, minimum insurance requirements, and repair
and maintenance of the property. At December 31, 2013, the Housing Authority was in
compliance with all applicable covenants.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 7 - LONG-TERM DEBT AND PROPERTY ACQUISITIONS (CONT.):
Long-term debt activity for the year ended December 31, 2013 is summarized as follows--

PRIMARY GOVERNMENT:

Balance, Balance, Amounts
Beginning End of Due Within

of Year Additions  Retirements Year One Year

Bond payable--Sunset Villa $ 514293 $ - $ (15573) $ 498720 $ 16,616
DOC amortized note payable--Riverside 111 225,617 - (6,423) 219,194 6,488
DOC deferred note payable--Riverside 111 460,500 - - 460,500 -
Total long-term debt--primary government  $ 1,200410 $ - $ (21,99) $ 1178414 $ 23104

COMPONENT UNIT:

Balance, Balance, Amounts
Beginning End of Due Within

of Year Additions  Retirements Year One Year

DOC note payable--Emerson Manor $ 825000 $ - 3 - $ 825000 $ -
Bank note payable--Emerson Manor 377,610 - (43,236) 334,374 43,272
Total long-term debt--component unit 1,202,610 - (43,236) " 1,159,374 43,272
Less discount on long-term debt (170,345) - 4,468 (165,877) -
Net long-term debt--component unit $ 1,032,265 $ - $ (38768 $ 993497 $ 43272

The annual debt service requirements to maturity for long-term debt as of December 31, 2013 are as follows--

PRIMARY GOVERNMENT COMPONENT UNIT
Principal Interest Principal Interest
2014 $ 23104 % 34,095 $ 43272 $ 22,564
2015 24,281 32,918 45,245 20,592
2016 25,534 31,664 47,322 18,514
2017 26,868 30,331 69,361 16,279
2018 28,287 28912 71,868 13,772
2019 - 2023 166,127 119,868 200,162 41,352
2024 - 2028 218,184 67,810 108,307 31,963
2029 - 2033 129,254 11,106 113,832 26,438
2034 - 2038 40,418 2,862 119,639 20,631
2039 - 2043 35,857 810 125,742 14,529
2044 - 2048 - - 132,156 8,114
2049 - 2053 - - 82,468 1,654
Totals $ 717914 * $ 360,376 $ 1,159,374  $ 236,402

* The primary government’s total principal consists of the following--

Total long-term debt at December 31, 2013 from above $ 1,178,414

Less Riverside I11's DOC deferred note payable--
No debt service requirements (460,500)
Total principal debt service requirements--primary government $ 717914
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 8 - PENSION PLANS:

All full-time Housing Authority employees and those employees in applicable mandated positions
are covered under the Public Employees' Retirement Systems (PERS). PERS is a cost-sharing multi-
employer retirement system administered by the Washington State Department of Retirement
Systems (DRS), which is a department of the primary government of the State of Washington. DRS
issues a publicly available comprehensive annual financial report (CAFR) that includes financial
statements and required supplementary information for each plan of the DRS. The DRS CAFR may
be obtained by writing to: Department of Retirement Systems, Communications Unit, P.O. Box
48380, Olympia, WA 98504-8380.

The PERS system includes a defined benefit pension plan (Plan 2) and a combined defined benefit
(employer’s contribution) and defined contribution (employee’s contribution) plan (Plan 3).
Participants who joined the system prior to September 1, 2002 are enrolled in Plan 2. Employees as
of September 1, 2002 had the option of transferring to Plan 3. Employees hired after September 1,
2002 are given 90 days to select Plan 2 or Plan 3. If they do not select the plan on their own, they
will automatically be enrolled in Plan 3 permanently. Retirement benefits are financed from
employee and employer contributions and investment earnings. Retirement benefits in both Plan 2
and Plan 3 are vested after completion of five years of eligible service. Retirement benefit provisions
are established in state statute and may be amended only by the state legislature.

Plan 2 members may retire at the age of 65 with 5 years of service, or at 55 with 20 years of service,
with an allowance of two percent per year of service of the average final compensation. Plan Two
retirements prior to 65 receive reduced benefits. If retirement is at age 55 with 30 years of service, a
three percent per year reduction applies; otherwise, an actuarial reduction will apply. There is no cap
on years of service credit and a cost-of-living allowance is granted, capped at three percent annually.

In order to be eligible for full retirement benefits, Plan 3 members may retire at the age of 65 with 10
years of service, or with 5 years of service including 12 months of service after reaching age 54.
Plan 3 members may also retire with reduced benefits at age 55 with 10 years of service.

Each biennium, the state Pension Funding Council adopts Plan 2 employer and employee
contribution rates and Plan 3 employer contribution rates. Employees choosing Plan 3 may
contribute between 5% and 15% of their gross pay. The employer contribution rate for Plan 3 is the
same as for Plan 2. The employer and employee rates for Plan 2 and the employer rates for Plan 3
are set by the director of DRS based on recommendations by the Office of the State Actuary to
continue to fully fund the plan. All employers are required to contribute at the level established by
state law. The methods used to determine the contribution requirements are established under state
statute in accordance with Chapters 41.40 and 41.45 RCW.

Contributions to the system by both employee and employer are based on gross wages. The required
contribution rates expressed as a percentage of covered payroll as of December 31, 2013 were as
follows--

Employee Employer
Plan Two 4.92% 9.21%*
Plan Three 5.00%-15.00% 9.21%*

* Employer contribution rate includes an administrative expense rate of 0.16%.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 8 - PENSION PLANS (CONT.):

Both the Housing Authority and the employees made the required contributions. The Housing
Authority's required contributions, which represent its full liability under the system, for the years
ended December 31 were as follows--

Plan Two Plan Three Total
2013 $ 68,017 $ 22,354 $90,371
2012 54,819 $ 19,301 $74,120
2011 43,588 14,719 58,307

NOTE 9 - RISK RETENTION POOLS:

The Housing Authority of Grays Harbor County is a member of the Housing Authorities” Risk
Retention Pool (HARRP). Chapter 48.62 RCW authorizes the governing body of any one or more
governmental entities to form together into or join a pool or organization for the joint purchasing of
insurance and/or joint self-insuring, and/or joint hiring or contracting for risk management services to
the same extent that they may individually purchase insurance, self-insure, or hire or contract for risk
management services. An agreement to form a pooling arrangement was made pursuant to the
provision for Chapter 39.34 RCW, the Interlocal Cooperation Act. HARRP was formed on February
1, 1987 when housing authorities in states now including Washington, Oregon, California, and
Nevada joined together by signing an Intergovernmental Cooperation Agreement to pool their self-
insured losses and jointly purchase insurance and administrative services. At December 31, 2013,
there were 87 member public housing authorities in the Pool, which is governed by a Board of
Directors comprised of nine members--three from Washington, three from Oregon, two from
California and one from Nevada. The directors are elected at the annual members’ meeting to three
classes in staggered terms of three years.

The Pool allows members to jointly purchase insurance coverage, establish a plan of self-insurance,
and provide related services for its members. The Pool provides property, general liability,
employment practices, public officers’ errors and omissions coverage, and automobile liability
coverage on an “occurrence” basis.

On April 1, 2011, HARRP launched the Affordable Housing Risk Pool (AHRP), under the authority
of the ORWACA Agency Insurance Services, Inc, designed to accommodate Low Income Housing

Tax Credit partnerships and affordable housing non-profits, which HARRP is unable to insure. The
terms of coverage and coverage limits are similar to HARRP.

Members make an annual contribution to fund HARRP/AHRP. HARRP/AHRP acquires insurance
from unrelated underwriters that are subject to a per occurrence deductible of $250-$500 for
automobile claims, $2,500 to 10% of the claim for employment practices claims and from $1,000 to
$25,000 for property claims. The deductible for the public officers’ liability coverage is 10%, with a
minimum of $2,500. The majority of general liability policies do not have deductibles, however, for
those that do, the deductibles range from $2,500 to 10% of a claim with no maximum. Members are
responsible for the first $1,000 of the deductible for property claims only, while HARRP/AHRP is
responsible for the remaining $24,000 for property claims and the total deductible for all others.

Insurance carriers cover all losses over the deductible to the maximum limits of each policy. Since
HARRP and AHRP are cooperative programs, there is a joint liability among the participating
members. Each new member pays HARRP/AHRP a non-refundable membership fee.
HARRP/AHRP is fully funded by its members, and claims are filed directly with each Pool’s
administrator.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 9 - RISK RETENTION POOLS (CONT.):

HARRP/AHRP establishes a liability for both reported and unreported insured events, which
includes estimates of both future payments of losses and related claim adjustment expenses. There
have been no insurance settlements in any of the past three years that exceeded insurance coverage.

The following represents changes in liabilities for HARRP during the years ended December 31,
2013 and 2012--

2013 2012
Losses and loss adjustment expense reserves,
beginning of year $ 5,506,045 $ 3,183,856
Incurred losses and loss adjustment expenses--
Provision for covered events of the current year 7,359,264 5,386,896
Increase in provision for covered events
of the prior year 776,488 806,423
Total incurred losses and loss adjustment expenses 8,135,752 6,193,319
Payments--
Losses and loss adjustment expenses attributable to
covered events of the current year 3,759,633 1,380,908
Losses and loss adjustment expenses attributable to
covered events of the prior year 4,234,068 2,490,222
Total payments 7,993,701 3,871,130
Loss and loss adjustment expense reserves,
end of year $ 5,648,096 $ 5,506,045

The following represents changes in liabilities for AHRP during the years ended December 31, 2013
and 2012--

2013 2012
Losses and loss adjustment expense reserves,
beginning of year $ 600,218 $ 170,586
Incurred losses and loss adjustment expenses--
Provision for covered events of the current year 2,914,141 608,575
Increase in provision for covered events of the
prior year 314,914 81,094
3,229,055 689,669
Payments--
Losses and loss adjustment expenses attributable to
covered events of the current year 1,923,912 177,357
Losses and loss adjustment expenses attributable to
covered events of prior year 407,507 82,680
2,331,419 260,037
Loss and loss adjustment expense reserves, end of
year $1,497,854 $ 600,218

In 2013 and 2012, the HARRP and AHRP unpaid losses and loss adjustment expenses were
estimated based upon a consulting actuary’s study. A contingency margin has not been included in
the estimation of unpaid losses at December 31, 2013 and 2012.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 10 - CONTRACTS AND AGREEMENTS:

a.

Property management agreement

In November 2007, the Housing Authority renewed its contract with a property management
company to provide property management services for the Emerson Manor apartment
complex. Under the terms of this contract, the property management company is responsible
for leasing and managing the property, including tenant selection, collection of rents and
other receipts, payment of operating expenses, and accounting for the property's operations.
Maintenance of the property is performed by Housing Authority employees. In exchange for
these services, the Housing Authority pays the property management company 7 percent of
the monthly gross collections from the project and reimburses the company for the payroll
costs of the resident manager.

NOTE 11 - HAGH-EMERSON MANOR LIMITED PARTNERSHIP:

a.

Limited partnership agreement

In December 2000, the Housing Authority and a local nonprofit organization formed the
HAGH-Emerson Manor Limited Partnership in order to acquire Emerson Manor in
accordance with the federal low-income tax credit program requirements (see Note 7b).
Under the terms of the limited partnership agreement, the Housing Authority owns 0.01
percent of the Partnership and is the general partner with sole control and management of the
Partnership. The nonprofit organization paid a nominal fee to own 99.99 percent of the
partnership and became the limited partner.

In early 2001, 9% and 4% tax credits were awarded to the project. The Housing Authority
then began negotiating with potential investors to help fund the rehabilitation of the property.
In August 2001, an amended and restated limited partnership agreement was entered into
with Columbia Housing/PNC Institutional Fund IV Limited Partnership becoming the
"Investment Limited Partner,” and Columbia Housing SLP Corporation becoming the
"Special Limited Partner." The Investment Limited Partner acquired 99.99% of the
partnership. When the amended agreement took effect, the nonprofit organization withdrew
from the limited partnership and was refunded its capital contribution. The Special Limited
Partner paid a nominal fee and was admitted to the Partnership in order to provide advice and
assistance relating to the administration, management and direction of the Partnership's
business.

Profits and losses of the partnership are allocated to the General Partner and the Investment
Limited Partner in accordance with their respective ownership percentages.

Financing lease

In December 2000, the Partnership entered into a financing lease agreement with the Housing
Authority for the use of the land, building and improvements, and personal property of
Emerson Manor. Under the terms of the lease agreement, which expires on December 31,
2075, the Partnership is required to pay rent in the amount of $12 per year beginning in
January 2001. Pursuant to the financing lease and a loan and regulatory agreement between
the Housing Authority and the Partnership, the Partnership is required to pay in full all
obligations of the Housing Authority associated with the financing for the acquisition and
rehabilitation of the property, as described in Note 7b. Furthermore, the Partnership has an
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option to purchase the property at any time, and the stated intent of the lease is for the Partnership
to be treated as the owner of the property for income tax purposes. As such, the lease is a
capital lease, and the assets and liabilities associated with the acquisition and rehabilitation of
the property have been reported on the Partnership's audited financial statements.

NOTE 11 - HAGH-EMERSON MANOR LIMITED PARTNERSHIP (CONT.):
c. Partnership management fees
Beginning in 2002, the Partnership is required to pay an annual non-cumulative partnership
management fee to the Housing Authority in the amount of $17,400, which will increase by
3% each year thereafter, provided there is sufficient cash flow after payment of other
required payments specified in the limited partnership agreement.

The Partnership is also required to pay a non-cumulative incentive management fee to the
Housing Authority in an amount determined based on the Partnership's net cash flows for the
year, as specified in the terms of the limited partnership agreement.

At December 31, 2013, management fees payable by the Partnership to the Housing
Authority totaled $105,112, which is included in due to primary government on the
component unit’s statement of net position.

d. Distributions to owners
The Partnership is required to pay distributions to the owners based on the net cash flows for
the year, as specified in the terms of the limited partnership agreement.

At December 31, 2013, the Component Unit’s distributions payable to owners totaled $4,163.
Three dollars of this amount is payable to HAGH and is included in due to primary
government on the statement of net position. $4,160 is payable to the investment limited
partner and is reported as distributions payable on the statement of net position.

e. Low-income housing tax credits
The Partnership expects to generate an aggregate of approximately $3,480,000 of federal
low-income housing tax credits from the Emerson Manor project. These credits are available
for use by the Investment Limited Partner pro rata over a ten-year period beginning in 2001.
In order to qualify for these credits, the project must comply with various federal and state
requirements. These requirements include, but are not limited to, renting to low-income
tenants at rental rates which do not exceed specified percentages of area median gross income
for the first 15 years of operation. The Partnership has also agreed to maintain and operate
the project as low-income housing for another 22 years after that period ends.

NOTE 12 — CONTINGENCIES AND LITIGATION:

The Housing Authority is party to various legal proceedings during the year which normally occur in
housing authority operations. These legal proceedings have historically been resolved in the Housing
Authority's favor, and future legal proceedings are not likely to have a material adverse impact on the
affected funds of the Housing Authority. Also, the Housing Authority is covered against litigation
through the Housing Authorities' Risk Retention Pool, and the Limited Partnership is covered against
litigation through the Affordable Housing Risk Pool, as discussed in Note 9.

At December 31, 2013, the Housing Authority was not aware of any pending or threatened litigation
or other contingent liabilities that are required to be accrued or disclosed in the financial statements.
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HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
NOTES TO FINANCIAL STATEMENTS (CONT.)
December 31, 2013

NOTE 13 - SUBSEQUENT EVENTS:
a. Acquisition of Harbor Manor

Subsequent to December 31, 2013, the Housing Authority received funding to acquire and
rehabilitate an apartment complex in Hoquiam, Washington. Harbor Manor is a 24-unit
complex with project-based Section 8 Housing Assistance Payments program funding.
Funding for the acquisition and rehabilitation of the complex has been provided by a loan
from a local bank and a loan/recoverable grant from the State of Washington, Department of
Commerce, Housing Trust Fund.

The total bank loan available to the Housing Authority is $854,271. As of the date of
issuance of these financial statements, the Housing Authority had drawn down approximately
$232,000 on this loan. The loan is a 30-year bond with an interest rate of 4.0%. The interest
rate is scheduled to be adjusted every five years based upon the 5-year Treasury Constant
Maturity interest rate, with a floor of 3.75% and a ceiling of 8.0%.

The Housing Trust Fund loan of $656,000 is a recoverable grant, with a 40-year period and a
zero percent interest rate. If the Housing Authority meets the specific requirements of the
contract for the commitment period ending on February 28, 2054, the loan will be forgiven.
If the terms of the contract are not met during the commitment period, the loan plus a
proportional share of the appreciated value of the property will be due and payable to the
Department of Commerce within 30 days.

b. Emerson Manor Fire
On February 20, 2014, one of the units at the Emerson Manor complex caught on fire. Fire
and smoke damage was mostly confined to that unit. However, significant water damage
from the sprinkler system occurred throughout the building, resulting in the evacuation of all
tenants from the date of the fire until March 18, 2014. All common area repairs have been
completed; however, six units needing repairs have been off line since February 20, 2014,
with an anticipated repair completion date of June 30, 2014. The costs of the repairs will be
covered by insurance after the deductible. As of the date of issuance of these financial
statements, the amount of the component unit’s loss from this fire has not been determined.

Washington State Auditor's Office Page 38



T0.°2/0'E T0.°2/0'E 0] :papuadx3 spiemy [espad |e10]
vze‘or9 vze‘or9 0 ¢/.8'¥T vado lelol
JIU=SWIUO[oNa(]
€102 pun4 uegJin puy BuisnoH JO wawuedaq
€TL'2T €TL'2T - pung [ended 2/8'vT [ende) BuisnoH a1jgnd ‘BuisnoH uelpu] puy d1idnd JO 3O
[HUTTUUUIONT]
2102 pun4 uegJin puy BuisnoH JO wawuedaq
8T9'T/¢C 8T9'T/¢C - pun4 ende) ¢/8v1 [ended BuisnoH algnd ‘BuisnoH uelpu| puy 21gnd JO 82O
JALLE0s[0[0) 2Tut=] ]
1102 pund ueqgJin puy BuisnoH JO uawredaq
29.°9%¢€ 29.°9%¢€ - pund jexde) L8 7T [ende) BuisnoH d1ignd ‘BuisnoH uelpu| puy d1jqnd JO WO
Jwuawdojanag
0T0Z pund ueqgJin puy BuisnoH JO uawredaq
T€2Z'6 T€2'6 - pund jexde) L8 7T [ended BuisnoH d1ignd ‘BuisnoH uelpu| puy d1jqnd JO WO
JHUoUUoNI(]
SI8UoNoA uegJin puy BuisnoH JO wawuedaq
888'8Yc'T 888'8Yc'T OA-8TOVM T/.8'v1 9010y BuisnoH g uonoaes ‘BuisnoH uelpu| puy 21gnd JO 82O
[HUTTUUUIONAT]
BuisnoH ueqin puy BuisnoH JO wswuedag
8eT'cel 8eT'cel 6T2dS 0S8 VT uelpu] pue algnd ‘BuisnoH uelpu| puy 21|gnd JO 82O
TGE'9GE TGE'9GE 0 S6T T YA4O |el1oL
TeInoIg 7IUSWd0[PAS( UBqi) puvy
sjuswAed aoueisissy| BuisnoH JO wawuedaq ‘I8uUoISSILLWOD
€G68'T¢T €G68'1¢T C006TO06TVM S6TvT BuisnoH g uonoas BuisnoH [etspay-BuisnoH JO 8910
reInoid NUSWdo[oASq UBqI puUvy
sjuswAed aauelsissy| BuisnoH JO uawuedaq ‘JauoISSILIWOD
861'v€C 861'v€C 7.0000N6TVM S6T' VT BuisnoH g uonoas BuisnoH [esapay-BuisnoH 40O 32O
SpIEMY
unowy spiemy ybnouayl
I®301 1091ig Wold | -Ssed ol laquinN sweN aweN Aosuaby ybnouayy
sainyipuadx3y plemy J1ayl0o | JequinN va4dd weiboud |eispad -ssed/aweN Aouaby [elapad
€T0¢Z ‘TE€ 18qwiada papul Jea\ a8yl 104
SAYdVMY 1Tvd3d3d 40 SFdNLIAN3IdX3 40 371Nd3HDS
9T 39|NpPaYy23s AJuno) JogJeH sAelo jo Alloyiny buisnoH 90ST "ON 9V

Page 39

Washington State Auditor's Office



HOUSING AUTHORITY OF GRAYS HARBOR COUNTY
Notes to the Schedule of Expenditures of Federal Awards
December 31, 2013
See accountants’ compilation report

NOTE 1-BASIS OF ACCOUNTING AND PRESENTATION

The accompanying schedule of expenditures of federal awards includes the federal award
activity of the Housing Authority of Grays Harbor County and is presented on the accrual
basis of accounting, which is the same basis of accounting the Housing Authority uses for
the financial statements. The information in this schedule is presented in accordance with
the requirements of OMB Circular A-133, Audits of States, Local Governments, and Non-
Profit Organizations. Therefore, some amounts presented in these schedules may differ

from amounts presented in, or used in the preparation of, the basic financial statements.

NOTE 2-PROGRAM COSTS

The amounts shown as current year expenditures represent only the federal grant portion
of the program costs. Costs expended from other sources are not included on the
schedule.

NOTE 3-LOANS OUTSTANDING

The Housing Authority and its component unit had the following state program loan
balances outstanding at December 31, 2013. These loan balances were fully expended
prior to 2013, so there is no schedule of state and local expenditures for the year ended
December 31, 2013.

Amount
Program Title Outstanding
Primary Component
Government Unit
Housing Trust Fund Program—
Amortized Loan $219,194 $825,000
Housing Trust Fund Program—
Deferred Loan 460,500 -
Total loan balances outstanding $679,694 $825,000
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor's Office is established in the state’'s Constitution and is part of the executive
branch of state government. The State Auditor is elected by the citizens of Washington and
serves four-year terms.

We work with our audit clients and citizens to achieve our vision of government that works for
citizens, by helping governments work better, cost less, deliver higher value, and earn greater
public trust.

In fulfilling our mission to hold state and local governments accountable for the use of public
resources, we also hold ourselves accountable by continually improving our audit quality and
operational efficiency and developing highly engaged and committed employees.

As an elected agency, the State Auditor's Office has the independence necessary to objectively
perform audits and investigations. Our audits are designed to comply with professional standards
as well as to satisfy the requirements of federal, state, and local laws.

Our audits look at financial information and compliance with state, federal and local laws on the
part of all local governments, including schools, and all state agencies, including institutions of
higher education. In addition, we conduct performance audits of state agencies and local
governments as well as fraud, state whistleblower and citizen hotline investigations.

The results of our work are widely distributed through a variety of reports, which are available
on our website and through our free, electronic subscription service.

We take our role as partners in accountability seriously, and provide training and technical
assistance to governments, and have an extensive quality assurance program.

Contact information for the State Auditor’s Office

Deputy Director for Communications | Thomas Shapley
Thomas.Shapley@sao.wa.gov
(360) 902-0367

Public Records requests | (360) 725-5617

Main telephone | (360) 902-0370

Toll-free Citizen Hotline | (866) 902-3900

Website | www.sa0.wa.gov
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http://www.sao.wa.gov/investigations/Pages/FraudProgram.aspx
http://www.sao.wa.gov/investigations/Pages/Whistleblower.aspx
http://www.sao.wa.gov/investigations/Pages/CitizenHotline.aspx
http://www.sao.wa.gov/Pages/default.aspx
https://portal.sao.wa.gov/saoportal/Login.aspx
mailto:Thomas.Shapley@sao.wa.gov
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