WCRA ANNUAL REPORT 2017

MISSION
To meet Washington’s affordable housing and economic development needs through partnership.

GUIDING PRINCIPALS
The WCRA Endeavors:

• To expand resources for the creation and preservation of real estate based community development in
Washington State.
• To expand resources for financing non real estate based loans to emerging nonprofits without access to
traditional banking.
• 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.
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BIRCH STREET
Birch Street is a 26-unit affordable housing
complex in Quincy that was developed using
the low-income housing tax credit program. The
26 units are rented to tenants earning no more
than 40% of area median income. In addition,
five units are reserved for large households and
five are set aside for households with a disabled
member. The complex was built in 2001, and in

“ Wonderful community
to live in” – Maria Gutierrez
addition to the housing there is a community
building for residents’ use. Apartments are sized
for families with either three or four bedrooms.
Birch Street is conveniently located near grocery
shopping and the Quincy Valley Medical Center.
A resident spoke to the security the apartment
complex provides for her and her family. She
says management ensures “a safe place for our
children to grow up” and that the apartments are
“nice and cozy.”
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Maria
GUTIERREZ
Maria and her three children have been living at
the Birch Street Apartments for over six years.
After fleeing a domestic violence situation and
a brief period of homelessness, Maria applied
with Cambridge Management for residence at
Birch Street and was able to move in with her
family. She was excited to have her very own
home for the first time. Maria says that Birch
Street is a “wonderful community to live in” and
has presented her the opportunity to provide an
affordable and secure home for her children. She
also feels fortunate to have quality educational
options for her children that are so close to
home. Maria works nearby, volunteers at the
elementary school and within the apartment
complex, and has even been able to return
to college herself. She says that Birch Street
Apartments provides a “nice community where
everyone knows one another and offers support.”

MOSES LAKE MEADOWS
Moses Lake Meadows is a 26-unit affordable housing

air conditioning and each unit also has a patio or balcony

apartment complex in Moses Lake. Residents earn

and a locking storage area. The apartment grounds include

between 30 – 60 % of area median income, with five

a playground and extra storage lockers. The property is well

apartments earmarked for large households and

located for families, with elementary, middle, and high schools

five reserved for disabled households. The complex

nearby. Because residents are not rent burdened and able to

was built in 1998 and its offerings include two, three,

stabilize financially, this last year saw a number graduate to

and four bedrooms. Every apartment has central

homeownership.

Page FAMILY
Both Birch Street and Moses Lake Meadows were

WCRA has been lending on Page projects since 1995

developed by the Page family. Stephen, Paul and David

and currently has twelve Page affordable housing

Page, along with their sister Sue Baker, own and operate

developments in its portfolio. These properties are all

several businesses within the affordable housing

located in Central and Eastern Washington, where there

industry including Vaughn Bay Construction, Cascade

is a severe shortage of affordable housing, especially

Affordable Housing Consultants, and Cambridge

among the smaller towns.

Management Company. Vaughn Bay Construction
began as a small, family owned business in 1991 in

The WCRA loans on Birch Street and Moses Lake

Tacoma. The company remains headquartered in the

Meadows will assist with updates and renovations such

Pacific Northwest while developing affordable housing

as new flooring, cabinets, playground equipment and

from Florida to the Hawaiian Islands. They believe

site improvements. The preservation of Birch Street and

that all families deserve quality, affordable housing.

Moses Lake Meadows maintains affordable housing in

The Page family has placed in service more than 150

both Moses Lake and Quincy, where residents enjoy a

affordable housing projects in 20 states for their own

stable, safe and secure living environment.

account and for others.
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PLAZA ROBERTO MAESTAS
Residential & Commercial
Plaza Roberto Maestas (PRM) is a newly built transit

seven laundry rooms, secure bicycle storage, and

El Centro de la Raza (The Center for People of All Races)

oriented development with commercial uses and 112

rooftop community centers in each building. The

was founded in 1972 by Roberto Maestas and his group

affordable apartments. It is located in Seattle’s Beacon

location of PRM is ideal. A Link light rail station, bus

of activists, who peacefully occupied the vacant Beacon

Hill neighborhood and was developed in conjunction

lines, and a grocery store are all located across the

Hill Elementary school, which had been closed due to

with the low-income housing tax credit program and

street, and a public library, restaurants, and the Beacon

declining student enrollment and budget cuts. After

public investment. The project sponsor is El Centro de la

Hill Elementary School are within walking distance.

three months, the school district and the City of Seattle

Raza, a local nonprofit advocating for the poor and for

Residents applaud the safety and security of the

agreed to lease the property to Maestas and his group

social justice.

community. One resident says, “It is a beautiful place,

for $1 per year, and eventually agreed to sell it to the

very safe…very comfortable apartments”.

group. Maestas’ vision for the empty building was a

The apartments are located in two six-story buildings

place where people would come together to advocate

that flank a central plaza. Adjacent to a festival street,

El Centro’s vision for the commercial space was that

for social justice and provide services that help low

the 13,000-square foot plaza can accommodate 650

it feature local businesses of benefit to the residential

income people achieve self-sufficiency.

people and is open to both residents and the public.

tenants, and embrace the Beacon Hill community. It is

Award winning artwork accents the buildings and

anchored by El Centro’s nationally accredited, bilingual

the plaza, showcasing tile mosaics drawing on the

Jose Marti Child Development Center. Classrooms at

community, including totem poles, the space needle,

PRM welcomed over 50 new children, along with 90

and the founding members of El Centro de la Raza. El

children transferred in from portables that had been

Centro’s building, next door, is linked to the project with

parked at El Centro. A beloved neighborhood coffee

a performance stage atop a new staircase that flows into

house relocated to PRM, and a credit union opened

the plaza and visually unites the two properties.

a branch. To foster small business creation, the plaza
is host to food cart vendors. Beacon Hill now has a

Apartments are a mix of one, two, and three bedrooms

6,000-square foot community center, complete with

and are rented to tenants earning 30 – 60 % of area

a commercial kitchen. And El Centro finally found the

median income. Tenants are working families, as

perfect restaurant to round out the tenant mix.

there is no rental assistance at PRM. Amenities include
6

El Centro
DE LA RAZA
Today El Centro de la Raza operates 44 programs in
the areas of youth and education, human services,
and educational and skill building classes. It
also offers low income and transitional housing,
with PRM its largest housing project. The 112
apartments were initially rented on a first-come,
first-served basis and people began lining up the
night before Application Day to secure a spot.
Applications were closed after that first day, when
over 450 applications were received for the 112
apartments. Eventually over 1,400 people passed
through El Centro’s doors in search of affordable
housing, a clear indicator of the critical need
for safe, quality, affordable housing in Seattle’s
extremely competitive real estate market. WCRA is
proud to be a partner in this important project.
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RIVER OF LIFE METROPOLITAN
COMMUNITY CHURCH
River of Life Metropolitan Community Church (ROL) has

An upper floor of the church has been renovated into a

The youth at ANSIL Hall are a difficult population to

been actively involved in social justice issues since its

dorm-like setting with four bedrooms and bathrooms,

serve. Reverend Pierce notes that individuals who

founding in 1980. The church is headed by Reverend

along with a shared shower, communal living room,

have dropped out of school most often have limited

Janet Pierce, BA, M.Div., who has been the pastor since

kitchen, and dining area. This is ANSIL Hall, a housing

experience with success in high school. Most of them

2001. Upon arriving at ROL, she raised $67,000 with a
church membership of only 13 and then facilitated the
purchase of their current facility in 2006. A member has
said that ROL offers support, compassion, friendship,

“The idea is to give them a safety net
while they’re getting on their feet”
- Reverend Pierce

and community.

also have many adverse childhood experiences. This
means that the journey to high school completion,
even with a safe place to stay and significant support,
is difficult. Still, she has success stories to share. From
last June’s class, two students graduated High School.

program for youths aged 18 – 24 who are homeless

One was 18, homeless from out of the area, and deaf.

ROL occupies a 20,000 square foot former motel that

or at risk of homelessness. “The idea is to give them

“We helped him get enrolled in a local high school, and

the church uses for religious services and for the

a safety net while they’re getting on their feet,” says

when he was expelled from that school worked with

provision of social services. Dayspring Ministries is

Reverend Pierce. ANSIL Hall can accommodate 12

another school to ensure that his schooling could be

a street and prison ministry. At ROL’s property they

teens plus a resident assistant. The majority of its

completed on time.”

operate a feeding program, serving over 100 meals

housing is reserved for students aged 18-20 who have

a day. ROL operates the ANSIL (A New Start in Life)

not yet finished high school. These residents must be

The other graduated High School at age 19. Two more

Service Center, a hygiene center that provides showers,

enrolled full time in a high school completion program.

students continued the program, with one scheduled

bathrooms, and laundry facilities for those living on the

A few beds are available for those who have already

to complete her high school graduation requirements

street. The Center is staffed by previously unemployed

completed high school. Those residents entering the

this January at age 20, and another to finish this spring

low-income seniors, who are sourced and paid by

program with a high school degree are required to find

at age 21. Other students at ANSIL Hall include an

the American Association for Retired Persons (AARP).

employment or enroll in further education or training

18-year old who had struggled with drug use before

ROL also operates a food bank, a clothing bank, and a

within three months of entering the program. Rents

entering the program and had only completed one

furniture bank at the property.

are 30% of income, with full-time students not required

credit (two classes). Another will need two years as a

to work.

“super senior” after she lost two years of school due to
a human trafficking situation.
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Capital Plus!
PROGRAM
Capital Plus! is a $9 million loan fund for Washington
nonprofits that need to finance housing, capital
facilities owned and operated by the nonprofit, and/
or equipment purchase or capital leases.
The program assists small and emerging nonprofit
organizations that would otherwise not have access
to favorable financing. Washington nonprofits
that serve or provide community services with
consideration 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. The program
is a partnership of the Washington Community
Reinvestment Association and the Washington State
Housing Finance Commission.

Reverend PIERCE
Reverend Pierce is well aware that their program only scratches the
surface of the need in the Tri-Cities, as one in five adults in the
Tri-Cities does not have a high school diploma or GED.
The Capital Plus! loan refinanced a maturing seller loan and paid for
improvements at the property. Reverend Pierce points out that the
funding “is making it possible to strengthen and transform the lives of
the students we are helping.”
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CHAIR AND PRESIDENT’S LETTER
The WCRA has just completed its 25th year. The

performance requirements with no need for change or

expectation that we would be so successful at

improvement.

providing loans for affordable rental housing and
economic development was probably doubtful

In early 2011, the Board of Directors agreed that

even though the bankers involved in creating

having a credit review every two years would be an

the organization were very highly intentioned.

important addition to the reporting WCRA provides

We continue to grow adding $6,615,000 in new

its members. To meet this objective, in May 2017,

loans closed and $10,873,000 in applications and

Credit Review Northwest completed the review of our

commitments. We have broadened our loan terms

portfolio for the fourth time. They reviewed 30% of

to assist sponsors in preparing for continuing

the total portfolio including the ten loans closed since

preservation of existing properties and encouraging

their prior review in 2015. Seven areas were rated for

the use of funds to complete rehabilitation to extend

each file reviewed and the report concluded that “All

honored to share with them in the recognition of this

the useful life of the units along with improvements to

areas were rated Satisfactory for the second review in a

well-deserved financing program to assist small and

reduce water usage and utility expenses.

row. Loans are well-underwritten, properly monitored,

emerging nonprofit organizations that otherwise will

and appropriately risk rated. Credit presentations

not have access to financing.

John Swanson, Chair

Susan M. Duren, President

Financially, we had an excellent year by adding to

are of very good quality and provide approvers with

our cash and our net assets. The cash and interest-

necessary information.” It seems as though we can’t

Many thanks to our Board of Directors, along with the

bearing deposits increased by over 3.4% from 2016

get any better than that!

Loan Committee and the Criticized Credit Advisory
Committee, for all their support throughout the past

to $3,378,859 and more importantly, our net assets
grew to $4,037,623 by adding $327,560 in net income.

Our partnership with the Washington State Housing

year as they have devoted their time, wisdom, and

Moss Adams, our auditors, concentrated on the

Finance Commission for the Capital Plus! program

expertise to us.

agent bank duties we assumed October 1, 2015,

began in 2003 with a commitment of $3,000,000, it now

confirming that the WCRA team was performing the

has grown to $9,000,000 and received a national award

reporting to members correctly and noted the added

from the National Council of State Housing Agencies.

benefit of over $111,000 in revenue for the year from

A presentation by the Commission about the program

that activity. They presented the audit report to our

at their annual national meeting was a winner among

Board of Directors with the assurance that we met

the five programs nominated. We were exceedingly
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2017 BOARD OF DIRECTORS
John Swanson, Umpqua Bank – Chair
Michael Dotson, Banner Bank – Vice-Chair
Susan Duren, WCRA – President

WCRA 2017 MEMBERSHIP
1st Security Bank of Washington

KeyBank

Christine Roveda, Wells Fargo Bank – Treasurer

Anchor Bank

Kitsap Bank

Paul Edwards, Washington State Housing Finance Commission

Bank of America

MUFG Union Bank, N.A.

Bank of the Pacific

North Cascades Bank – a division of
Glacier Bank

Jay Coleman, KeyBank – Secretary

Mike Gilmore, Yakima Federal Savings & Loan Association
Tim Grant, Washington Federal*
Brad Stevens, Washington Trust Bank *

Bank of the West

Bob Powers, JPMorgan Chase*

Banner Bank

Northern Trust Bank

Beneficial State Bank

Olympia Federal Savings
& Loan Association

Judith Olsen, Impact Capital

Cashmere Valley Bank

Opus Bank

*Board Member as of 8/18/2017

Cathay Bank

Pacific Continental Bank

Columbia Bank

Riverview Community Bank

The Commerce Bank of Washington

Seattle Bank

East West Bank

Skagit Bank

First Federal Savings & Loan Association
of Port Angeles

Timberland Bank

Diane Klontz, Washington State Department of Commerce
M.A. Leonard, Enterprise Community Partners

2017 LOAN COMMITTEE
Lauren Jassny, The Commerce Bank of Washington – Chair
Scott Catton, Bank of America
Sergio Goncalves, Columbia Bank
Colleen Gurkin, HomeStreet Bank

First Financial Northwest Bank

Javier Guzman, JPMorgan Chase, N.A.

First Sound Bank

Dana Amrine, KeyBank
Fred Holubik, Kitsap Bank

Heritage Bank

Ric Gaunt, Umpqua Bank

HomeStreet Bank

Jack Sommerville, Washington Federal

JPMorgan Chase, N.A.

Umpqua Bank
Washington Federal
Washington Trust Bank
Wells Fargo Bank
Yakima Federal Savings & Loan Association

Amy Mandell, Wells Fargo Bank
Susan M. Duren, WCRA
Dulcie Claassen, WCRA
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APPROVED AND FUNDED
UNITS BY COUNTY, FY 2017
WHATCOM COUNTY

OKANOGAN COUNTY
FERRY COUNTY

SKAGIT COUNTY

142

STEVENS COUNTY

PEND OREILLE
COUNTY

Metro Region

SNOHOMISH COUNTY

CLALLAM COUNTY

CHELAN COUNTY
DOUGLAS
COUNTY

JEFFERSON COUNTY
KITSAP
COUNTY

KING COUNTY

21

GRANT COUNTY

GRAYS HARBOR
COUNTY

KITTITAS COUNTY

PIERCE COUNTY

196

ADAMS COUNTY

26

THURSTON
COUNTY

PACIFIC
COUNTY

SPOKANE COUNTY

LINCOLN COUNTY

116

MASON
COUNTY

LEWIS COUNTY

WHITMAN COUNTY

GARFIELD
COUNTY

FRANKLIN COUNTY
YAKIMA COUNTY

WAHKIAKUM
COUNTY

51

Western Region

SKAMANIA
COUNTY

CLARK
COUNTY

30

12

COLUMBIA
COUNTY

BENTON
COUNTY

COWLITZ COUNTY

KLICKITAT COUNTY

WALLA WALLA
COUNTY

196
Central Region

ASOTIN
COUNTY

FY 2017 LOANS

FY 2017 UNITS BY INCOME SERVED % OF AMI
NUMBER OF UNITS
PERCENTAGE OF UNITS

200

150

FUNDED

165
42%

Amount

121
31%

100

25
6%

50

0

52
13%

1 - 30%

31 - 40%

41 - 50%

51 - 60%

5
2%

5
2%

61 - 80%

81 - 100%

16
4%
Special Needs

PERCENTAGE OF AREA MEDIAN INCOME (AMI)

189

Sq. Ft. Economic
Development

19,535

APPROVED
$7,119,000

Number of Units

273

Sq. Ft. Economic
Development

18,626

239
61%

250

NUMBER OF UNITS
PERCENTAGE OF UNITS

Number of Units

Amount

FY 2017 UNITS RESERVED FOR SPECIFIC POPULATIONS

$6,642,000

200

144
37%

150
100
50
0

36
9%

Disabled Persons

23
6%
Formerly Homeless

36
9%

Large Households

Farmworker Housing

Total

PERCENTAGE OF AREA MEDIAN INCOME (AMI)
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Report of Independent Auditors and
Consolidated Statements
September 30, 2017 and 2016

AUDITOR’S RESPONSIBILITY

made by management, as well as evaluating the

To the Board of Directors
Washington Community Reinvestment
Association and Subsidiary

Our responsibility is to express an opinion on these

overall presentation of the consolidated financial

consolidated financial statements based on our audits.

statements.

REPORT ON THE FINANCIAL STATEMENTS

standards generally accepted in the United States of

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, 2017 and 2016, and the related consolidated
statements of activities and cash flows for the years
then ended, and the related notes to the consolidated
financial statements.

We conducted our audits in accordance with auditing
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

We believe that the audit evidence we have 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, 2017 and 2016,
and the results of their activities and their cash
flows for the years then ended in accordance with

MANAGEMENT’S RESPONSIBILITY FOR THE
FINANCIAL STATEMENTS

of the consolidated financial statements, whether due

Management is responsible for the preparation and

auditor considers internal control relevant to the entity’s

fair presentation of these consolidated financial

preparation and fair presentation of the consolidated

statements in accordance with accounting principles

financial statements in order to design audit procedures

generally accepted in the United States of America;

that are appropriate in the circumstances, but not for the

Everett, Washington

this includes the design, implementation, and

purpose of expressing an opinion on the effectiveness

November 13, 2017

maintenance of internal control relevant to the

of the entity’s internal control. Accordingly, we express

preparation and fair presentation of consolidated

no such opinion. An audit also includes evaluating the

financial statements that are free from material

appropriateness of accounting policies used and the

misstatement, whether due to fraud or error.

reasonableness of significant accounting estimates
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to fraud or error. In making those risk assessments, the

accounting principles generally accepted in the United
States of America.

WCRA AND SUBSIDIARY

WCRA AND SUBSIDIARY

Consolidated Statements
of Financial Condition

Consolidated Statements
of Activities
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WCRA AND SUBSIDIARY

Consolidated Statements of Cash Flows

16

Washington Community Reinvestment Association and
Subsidiary Notes to Consolidated Financial Statements

NOTE 1 – ORGANIZATION AND PRINCIPLES OF
CONSOLIDATION

The Association has a revolving loan and investment

(CTED) Office of Community Development) for the

fund. Loans originated from the revolving loan fund

purpose of providing construction loan review and

The Washington Community Reinvestment

earn interest equal to the applicable U.S. government

evaluation for the Housing Trust Fund construction

Association (WCRA) began operations on February

securities rate consistent with the term of the

lending program that provides loans to low income

10, 1992, as a private not-for-profit organization

underlying loan and are secured by real estate. The

and special needs housing programs and providers to

established to provide permanent financing and

Association makes grants to nonprofit entities based

construct and rehabilitate affordable housing in the

technical assistance to facilitate the development

on an annual amount determined by the Board of

state. On October 1, 2015, the Association entered into

of affordable housing in the state of Washington

Directors each year.

a new contract with Commerce covering the same

and to otherwise support community development

services as the previous contract.

and redevelopment needs. Funding is provided

The Association has a program to assist potential

by member institutions under the Credit and

borrowers in obtaining permanent financing for

Beginning October 25, 2012, the Association entered

Security Agreements (the Agreements) based on

multifamily projects through tax-exempt bonds

into contracts with the National Equity Fund

the agreed-upon amounts committed by each

purchased by the Association’s members. The

(NEF), a tax credit investor. The purpose for these

member. The consolidated financial statements

Association provides these borrowers access to its

contracts is to provide construction oversight and

include the transactions of the Washington

members and assists in document preparation but

funds disbursement. NEF is a national syndicator

Community Reinvestment Association and its wholly

does not underwrite the bonds. Direct investments

of low income housing tax credits used to revitalize

owned subsidiary, 1200 Fifth LLC (collectively, the

from the Association’s members are made to the

communities and create economic opportunities. On

Association). 1200 Fifth LLC was formed to own

borrower, with the Association collecting a fee for its

September 26, 2016, the Association entered into a

real property acquired through default from the

assistance, as well as servicing the bonds.

new contract with NEF.

Association’s portfolio. Additionally, 1200 Fifth LLC
is utilized for performing loan agent duties for the
Association. All significant intercompany transactions
and balances have been eliminated in consolidation.

Effective May 28, 2002, the Association entered into
a contract with the State of Washington Department
of Commerce (Commerce) (formerly the Department
of Community, Trade, and Economic Development’s
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Washington Community Reinvestment Association and
Subsidiary Notes to Consolidated Financial Statements
NOTE 1 – ORGANIZATION AND PRINCIPLES OF
CONSOLIDATION (CONTINUED)

housing in the state. In June 2013, with no further

accounts and are presented at cost and may exceed

WSHFC programs for construction projects, this

federally insured limits.

Effective February 7, 2003, the Association entered into

contract was terminated. On October 2, 2012, the

an agreement (the WSHFC Agreement) for a revolving

Association entered into a servicing agreement with

Equipment – Purchased equipment is recorded at

line of credit from the Washington State Housing

WSHFC, which remains in effect to date.

cost, and donated equipment is recorded at estimated

Finance Commission (the Commission or WSHFC) of
up to $3,000,000, which has increased incrementally
to $8,500,000 at September 30, 2017. This line is
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

18

fair value on the date of donation. All equipment is
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES

depreciated over estimated useful lives of three to

The consolidated financial statements of the

maintenance and repairs are charged to expense as

Association have been prepared on the accrual basis.

incurred.

five years on a straight-line basis. Expenditures for

Under accounting principles generally accepted in the
United States of America, the Association is required

Loans held for sale – Loans originated and held for

to report information regarding its financial position

sale are carried at the lower of cost or fair value as

and activities according to three classes of net assets:

determined by aggregate outstanding commitments

unrestricted net assets, temporarily restricted net

from investors or current investors’ yield requirements.

assets, and permanently restricted net assets. All net

Net unrealized losses, if any, are recognized through

assets of the Association are classified as unrestricted.

a valuation allowance by a charge to income.

The significant accounting policies followed are

Nonrefundable fees and direct loan origination

described below.

costs related to loans held for sale are deferred and
recognized as part of the gain on sale when the loans

Cash and cash equivalents – Cash and cash

are sold or paid off. There were $10,946,845 loans held

equivalents are any highly liquid investment with a

for sale at September 30, 2017. There were no loans

remaining maturity of three months or less at the date

held for sale at September 30, 2016.

of purchase.
Interest-bearing deposits – Interest-bearing deposits
consist of certificates of deposit and money market

Washington Community Reinvestment Association and
Subsidiary Notes to Consolidated Financial Statements
NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (CONTINUED)

loan balance. Interest is accrued primarily on a simple

reported at the principal amount outstanding. Interest

interest basis on the outstanding principal balance

is accrued primarily on a simple interest basis on the

Transfers of financial assets – Transfers of an

of the loan. Loans held for investment – member

outstanding principal balance of the loan. Loans held

entire financial asset, a group of financial assets, or

institutions consist of loans originated under the

for investment – Reserve consist of direct revolving

a participating interest in an entire financial asset

Association’s Credit and Security Agreements.

loans for nonprofit projects originated under the

are accounted for as sales when control over the

WCRA Reserve and Investment Policy, established by

assets has been surrendered. Control over transferred

Loans held for investment – WSHFC – Loans that

the WCRA board of directors in an aggregate amount

assets is deemed to be surrendered when (1) the

management has the intent and ability to hold for

not to exceed $400,000.

assets have been isolated from the Association, (2)

the foreseeable future or until maturity or pay-off

the transferee obtains the right (free of conditions

are reported at the principal amount outstanding,

Nonaccrual and impaired loans – Nonaccrual loans

that constrain it from taking advantage of that right)

net of unamortized nonrefundable loan fees and

are those for which management has discontinued

to pledge or exchange the transferred assets, and (3)

related direct loan origination costs. Net deferred

accrual of interest because there exists significant

the Association does not maintain effective control

loan origination fees and costs are recognized in

uncertainty as to the full and timely collection of either

over the transferred assets through an agreement to

interest income over the loan term using a method

principal or interest, or because such loans have

repurchase them before their maturity. No financial

that generally produces a level yield on the unpaid

become contractually past due 90 days with respect to

assets were transferred during the years ended

loan balance. Interest is accrued primarily on a simple

principal or interest.

September 30, 2017 or 2016.

interest basis on the outstanding principal balance of
the loan. Loans held for investment – WSHFC consist

When a loan is placed on nonaccrual, all previously

Loans held for investment – member institutions –

of loans originated under the WSHFC Agreement.

accrued but uncollected interest is reversed against

Loans that management has the intent and ability to

Based on the WSHFC Agreement, the Association has

current-period interest income. All subsequent

hold for the foreseeable future or until maturity or pay-

no liability under the Agreement for the payment of

payments received are applied first to the payment of

off are reported at the principal amount outstanding,

loans, and the loans are without recourse or warranty

principal and then to the payment of accrued interest.

net of unamortized nonrefundable loan fees and

to the Association.

Interest income is accrued at such time as the loan is
brought fully current as to both principal and interest,

related direct loan origination costs. Net deferred
loan origination fees and costs are recognized in

Loans held for investment – Reserve – Loans that

and, in management’s judgment, such loans are

interest income over the loan term using a method

management has the intent and ability to hold for

considered to be fully collectible.

that generally produces a level yield on the unpaid

the foreseeable future or until maturity or pay-off are
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

The general allowance is calculated by applying a

the change in fair value recorded in earnings. Fair

loss percentage factor to the portfolio loans based on

value is based on fees currently charged to enter into

Loans are considered impaired when, based on

the internal credit grading and classification system

similar agreements and, for fixed-rate commitments,

current information, management determines it is

and current economic and business conditions that

also considers the difference between current levels

probable that the Association will be unable to collect

could affect the collectability of the portfolio. These

of interest rates and the committed rates. These

all amounts due according to the terms of the loan

factors may be adjusted for significant events, in

commitments do not expose the Association to

agreement, including scheduled interest payments.

management’s judgment, as of the evaluation date.

interest rate risk because the associated risk is borne

Impaired loans are carried at the lower of the recorded

by the member institutions. At September 30, 2017

investment in the loan, the estimated present value

Specific allowances are established when determined

and 2016, there were no rate lock commitments on

of expected future cash flows discounted at the loan’s

necessary for impaired loans using the valuation

loans that are intended to be held for sale.

effective date, or the fair value of the collateral if the

approaches described above, as well as known

loan is collateral-dependent.

current business conditions that may affect the

Escrow – Customer funds held for construction draws

Association. Impairment losses are recognized by

and operating replacement and completion reserves

Allowance for loan losses – The Association

adjusting an allocation of the existing allowance for

are not recorded on the books of the Association,

maintains an allowance for loan losses to absorb

loan losses.

because such accounts are held by another institution

probable losses inherent in the loan portfolio. The

for the benefit of borrowers or National Equity Fund.

allowance is based on ongoing quarterly assessments

Rate lock commitments on loans and notes

At September 30, 2017 and 2016, the amount of funds

of the probable estimated losses inherent in the loan

payable – The Association enters into commitments

held for customers in escrow was $13,809,772 and

portfolio. The allowance is increased by the provision

to originate loans whereby the interest rate on

$12,678,589, respectively.

for loan losses, which is charged against current-

the loan is determined prior to funding (rate lock

period operating results and decreased by the amount

commitments). Rate lock commitments on loans

Contributions received – Contributions received from

of charge-offs, net of recoveries.

that are intended to be sold are considered to be

institutions for membership in the Association and all

derivatives. The Association’s cost of borrowing to

other contributions are recorded in the consolidated

The Association’s methodology for assessing the

fund the originated loans held for sale is based on

statements of activities. Any restricted contributions

appropriateness of the allowance consists of several

the interest rate of such loans. The commitments to

received and spent in the same year are treated as

key elements, including the general allowance and

the Association to borrow from member institutions

unrestricted contributions. There was no restricted

specific allowance.

related to the loans held for sale are also derivatives.

cash at September 30, 2017 and 2016.

These derivatives are recorded at fair value, with
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NOTE 2 – SUMMARY OF SIGNIFICANT ACCOUNTING
POLICIES (continued)

Code. The Association adopted the provisions

recorded at fair value. The classification of assets and

of Financial Accounting Standards Board (FASB)

liabilities within the hierarchy is based on whether

Functional allocation of expenses – To provide

Accounting Standards Codification (ASC) 740-10,

the inputs to the valuation methodology used for

information regarding service efforts, the costs of

Income Taxes, relating to accounting for uncertain

measurement are observable or unobservable.

providing the Association’s programs have been

tax positions on October 1, 2010, which had no

Observable inputs reflect market-derived or market-

presented in the consolidated statements of activities.

financial statement impact to the Association. The

based information obtained from independent

The Association effectively operates as a single

Association recognizes the tax benefit from uncertain

sources, whereas unobservable inputs reflect the

program, and, therefore, no attempt has been made

tax positions only if it is more likely than not that

Association’s estimates about market data. In general,

to segregate general and administrative expenses. In

the tax positions will be sustained on examination

fair values determined by Level 1 inputs use quoted

addition, the Association’s fundraising activities are

by the tax authorities, based on the technical merits

prices for identical assets or liabilities traded in active

immaterial.

of the position. The tax benefit is measured based

markets that the Association has the ability to access.

Use of estimates – The preparation of the

on the largest benefit that has a greater than 50%

Fair values determined by Level 2 inputs use inputs

consolidated financial statements in conformity

likelihood of being realized upon ultimate settlement.

other than quoted prices included in Level 1 that are

with accounting principles generally accepted in the

The Association recognizes interest and penalties

observable for the asset or liability, either directly or

United States of America requires management to

related to income tax matters in noninterest expense.

indirectly. Level 2 inputs include quoted prices for

make estimates and assumptions that affect amounts

The Association had no unrecognized tax benefits

similar assets and liabilities in active markets, and

reported in the consolidated financial statements.

that would require an adjustment to the October 1,

inputs other than quoted prices that are observable

Changes in these estimates and assumptions are

2010, beginning balance of net assets and had no

for the asset or liability, such as interest rates and

considered reasonably possible and may have

unrecognized tax benefits at September 30, 2017 or

yield curves that are observable at commonly quoted

a material impact on the consolidated financial

2016. The Association files an exempt organization

intervals.

statements. The significant estimate includes the

return in the U.S. federal jurisdiction.

allowance for loan losses.

Level 3 inputs are unobservable inputs for the asset

Fair value measurements – Fair value is defined as

or liability, and include situations where there is

Tax status – On June 17, 1996, the Association

the price that would be received to sell an asset or

little, if any, market activity for the asset or liability. At

received an Internal Revenue Service determination

paid to transfer a liability in an orderly transaction

September 30, 2017 and 2016, there were no assets or

letter reaffirming the Association’s status as a publicly

between market participants at the measurement

liabilities measured at fair value on a recurring basis.

supported organization exempt from federal income

date. Fair value measurements follow a three-level

tax under Section 501(c)(3) of the Internal Revenue

hierarchy for disclosure of assets and liabilities
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NOTE 3 – EQUIPMENT

Subsequent events – Subsequent events are events or transactions that

A summary of equipment at September 30 is as follows:

occur after the consolidated statement of financial condition date but
before the consolidated financial statements are available to be issued. The
Association recognizes in the consolidated financial statements the effects

Equipment

of all subsequent events that provide additional evidence about conditions

Less accumulated depreciation

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 conditions 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.
The Association has evaluated subsequent events through November 13,
2017, which is the date the consolidated financial statements are available
to be issued, and no subsequent events occurred requiring accrual or
disclosure.
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Depreciation expense for the years ended September 30, 2017 and 2016,
was $4,729 and $4,946, respectively.

Washington Community Reinvestment Association and
Subsidiary Notes to Consolidated Financial Statements
NOTE 4 – LOANS HELD FOR INVESTMENT
Loans held for investment consist of the following at September 30:

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

No loans were sold during the years ended September 30, 2017 or 2016.
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NOTE 4 – LOANS HELD FOR INVESTMENT (continued)

doubtful but possess identified weaknesses are designated as either watch

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

or special mention assets. At September 30, 2017 and 2016, the Association

trust on the subject property of each loan. Loans are collateralized by real

had no loans classified as doubtful or substandard.

property or other security located within the state of Washington.
Credit quality indicator – The Association classifies lower quality loans
as substandard, doubtful, 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 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 classification as substandard or
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Washington Community Reinvestment Association and
Subsidiary Notes to Consolidated Financial Statements
CREDIT RISK PROFILE BY INTERNALLY ASSIGNED GRADE
The following tables represent the internally assigned grade as of September 30, 2017 and 2016, by
type of loans:
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NOTE 4 – LOANS HELD FOR INVESTMENT (continued)

There were no impaired loans, troubled debt restructured loans, or nonaccrual loans at September 30, 2017 and 2016.
There were no loans past due more than 90 days and still accruing interest at September 30, 2017 and 2016.
There were no loans past due 30 to 90 days at September 30, 2017 and 2016.
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NOTE 5 – NOTES PAYABLE – MEMBER INSTITUTIONS

term of the underlying note payable plus .75%. The

A nominal interest rate spread is retained by the

Funding for loans originated by the Association

rate of interest on amounts borrowed after September

Association to cover operating expenses.

has been provided by member institutions under a

15, 1997, is determined based on the applicable rate,

revolving line of credit as specified in the Agreement

at the time the loan is funded, on U.S. government

Effective May 15, 2001, the Association entered into a

for Pool 1. As of September 30, 2017 and 2016, the

securities with a term consistent with the term of the

line of credit, as specified in the Agreement for Pool

maximum limit on the line of credit was $92,975,000

underlying note payable plus a minimum of 1%.

3, from certain member institutions for the purpose

and $94,675,000, respectively. The outstanding

of economic development lending. As of September
Effective September 15, 1997, the Association

30, 2017 and 2016, the maximum limit on the line of

entered into a revolving line of credit, as specified

credit was $7,500,000 and $6,500,000, respectively.

in the Agreement for Pool 2, from certain member

As of September 30, 2017 and 2016, the outstanding

institutions to provide additional funds for new

amounts were $4,559,982 and $2,635,303, respectively,

loans and loan commitments to maintain lending

and $1,000,000 was approved to be funded for loan

capacity. As of September 30, 2017 and 2016, the

commitments (Note 8) on the line of credit as of

maximum limit on the line of credit was $26,512,000.

September 30, 2017. Of these outstanding balances,

The outstanding amounts were $18,738,379 (of

no amounts were nonrevolving as of September 30,

which $16,025,909 was revolving and $2,712,470 was

2017 and 2016. Similar to the revolving lines of credit

nonrevolving) and $19,580,121 (of which $16,714,870

above, the member institutions receive an assignment

was revolving and $2,865,251 was nonrevolving) as of

of collateral of the specific loans equal to their

September 30, 2017 and 2016, respectively, and $0 was

respective equity percentage interest in each specific

approved to be funded for loan commitments (Note 8)

note payable. The interest rate on notes payable to

on the line of credit as of September 30, 2017. Similar

member institutions for the revolving line of credit is

to the revolving line of credit above, the member

a minimum of 1.50% over the applicable rate on U.S.

institutions receive an assignment of collateral of

government securities. A nominal interest rate spread

The rate of interest on notes payable to member

the specific loans equal to their respective equity

is retained by the Association to cover operating

institutions on amounts borrowed prior to September

percentage interest in each specific note payable. The

expenses.

15, 1997, was determined based on the applicable

interest rate on notes payable to member institutions

rate, at the time the loan was funded, of U.S.

for the revolving line of credit is a minimum of 1% over

government securities with a term consistent with the

the applicable rate on U.S. government securities.

amounts were $67,377,791 (of which $62,394,637
was revolving and $4,983,154 was nonrevolving)
and $65,535,447 (of which $60,535,668 was revolving
and $4,999,779 was nonrevolving) as of September
30, 2017 and 2016, respectively, and $14,057,000
was approved to be funded for loan commitments
(Note 8) as of September 30, 2017. 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.
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NOTE 6 – LOANS PAYABLE – WSHFC

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

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 $8,500,000. As of September 30, 2017
and 2016, the outstanding amounts were $6,420,922 and $6,416,618, respectively,
and $250,000 was approved to be funded for loan commitments (Note 8) as of
September 30, 2017. A nominal interest rate spread is retained by the Association
to cover operating expenses. The interest rate on the loans charged by the
Commission for the revolving line of credit is 2%, consistent with the terms of the
WSHFC Agreement.

Notes payable – member institutions, at September 30, 2017, bear interest at rates
ranging from 2.61% to 7.33%. The notes are payable in monthly installments,
including principal and interest.
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Future minimum payments of loans payable – WSHFC are as follows:

Washington Community Reinvestment Association and
Subsidiary Notes to Consolidated Financial Statements
NOTE 7 – CONTRIBUTIONS FROM MEMBER INSTITUTIONS

commitment amounts do not necessarily represent future cash requirements.

Contributions from member institutions were made by the Association’s

Prior to extending commitments, the Association evaluates each customer’s

member institutions to cover initial operating expenses. Initial contributions

creditworthiness on a case-by-case basis. The amount of collateral obtained

from member institutions were determined to cover the first two years of

upon extension of credit is based on management’s credit evaluation of the

operating expenses. The first installment was paid prior to September 30,

borrower. Loans are collateralized by real property or other security located

1992, and the second installment of approximately $57,000 was paid during

within the state of Washington.

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, 2017 and 2016, there were no new member assessments

Contractual future minimum rental payments for the Association’s office lease as
of September 30, 2017, are as follows:

collected.
Members are admitted for a two-year term and are automatically renewed for
subsequent two-year terms unless a member resigns. Resignations are only
accepted during the month of January, following completion of the member’s
current two-year term, and will be effective on the first day of February. New
members may join on the first day of any month throughout the year. 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.

Rental expense for the years ended September 30, 2017 and 2016, was $91,644
and $75,570, respectively, and is included in office expenses on the consolidated
statements of activities.
The Association’s office lease expires in January 2022.

NOTE 8 – COMMITMENTS
The principal balance related to loan commitments to borrowers and member
institutions at September 30, 2017, was $15,307,000, 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
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NOTE 8 – COMMITMENTS (CONTINUED)

NOTE 10 – EMPLOYEE SAVINGS PLAN

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

The Association has a voluntary contribution 403(b) savings plan for all

of September 30, 2017, are as follows:

employees. For the years ended September 30, 2017 and 2016, 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

NOTE 9 – RELATED PARTY TRANSACTIONS

September 30, 2017 and 2016, the Association accrued contribution expenses of

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

$35,189 and $34,500, respectively. These amounts are generally paid out in the

institutions. The Association holds interest-bearing deposits with member institutions.

following fiscal year subject to Board approval.

Total related party interest-bearing deposits at September 30, 2017 and 2016, were
$1,689,650 and $1,675,445, respectively.
On October 1, 2015, the Association assumed the agent duties through 1200 Fifth LLC.
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