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WASHINGTON STATE HOUSING FINANCE COMMISSION 
COMMISSION WORK SESSION AGENDA 

 
YOU ARE HEREBY NOTIFIED that the Washington State Housing Finance Commission will 
hold a Work Session on Thursday, November 18, 2021, at 11:00 a.m., to consider the items in 

the agenda below.  
 

Per the Governor’s proclamation regarding the Open Public Meetings Act and Public Records 
Act (Proclamation 20-28) and due to extraordinary public-health circumstances related to the 
ongoing COVID-19 (coronavirus) outbreak, participation in this meeting will only be offered 

virtually. 
 

Meeting materials may be supplemented and updated as necessary up to the time of the meeting. 
For the most up to date versions, please refer to the materials posted on the Commission’s 

Meetings and Hearings page, http://wshfc.org/admin/meetings.htm 
 
 

To join virtually, please go to www.zoom.us, go to “Join a Meeting,” and enter: 
 

Webinar/Meeting ID:  826 4467 4718  
Passcode:  862040 

 
Participants who wish to participate telephonically, please dial either: 1-(888) 788-0099 or 

1-(877) 853-5247 U.S. toll-free 
 

Participants wishing to provide public comments, please see public engagement 
opportunities on page two below for instructions. 

 
 

I. RJET/Steve Walker: Presentation updating board on ongoing social justice and racial 
equity efforts this year and discussion of proposal to adopt Commission Racial Equity 
Values (30 min.)  

 
 
II. Lisa Vatske: Discussion of a proposal to partner with Sound Transit and a pilot bond cap 
 set-aside. (20 min.) 
 
 
III. Diane Klontz:  Informational Report on Department of Commerce Activities (if time  
  allows) 
 
 
IV. Steve Walker:  Executive Director’s Report (if time allows) 
 
 
 
Note:  There will be a break after the conclusion of the Work Session.  The Commission 
Meeting will reconvene at 1 p.m. 
 

A 

B 

https://protect-us.mimecast.com/s/nVPgCrkNnYfLRyZI72nry?domain=wshfc.org
http://www.zoom.us/
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Public Engagement at Commission Meetings 
 
All Board meetings of the Washington State Housing Finance Commission are open to the public. Our 
intention is to welcome all members of the public and to provide a clear and reasonable process through 
which they can share their thoughts with us. 
 
Different ways to Join a Commission Meeting: 
 

1. Click here to go to the meeting directly 

2. At www.zoom.us, go to “Join a Meeting,” and enter: 
• Webinar/Meeting ID:  826 4467 4718 
• Passcode:  862040 

3. To participate by phone, dial toll-free either: 1-(888)-788-0099 or 1-(877)-853-5247. 

 
During Meetings: 
During Commission board work sessions and board meetings, attendees can see and hear all 
presentations and business taking place. Microphones will be turned off except to receive comment 
during public hearings and the public general comment period. 
 
Public Hearings: 
Commission meetings often include public hearings for specific housing projects or other policy 
decisions. Please limit comments to those directly related to the public hearing topic. 
 
Public Comment: 
• Purpose of Public Comment 

During this period, the Commissioners listen to public concerns and comments but do not 
generally engage in dialogue. Staff will follow up with commenters who request assistance or 
answers to questions, providing that contact information is shared. Anyone who wishes to speak 
during the public comment period can take this opportunity. 

• When to Comment 
The public comment period takes place near the end of the afternoon Commission board meeting 
(not the morning work session). The starting time for the public comment period depends on the 
length of the Commission’s other business. Typically, the public comment period is reached after 
about an hour (2 p.m.) but may be sooner or later. 

• Raising Your Hand in Zoom or Through Phone Participation 
To give us a sense of the number of people wishing to speak and help us call on you in an orderly 
fashion, the meeting Chair will ask you to use the Zoom “raise hand” feature to indicate you would 
like to speak. People participating on the telephone can press *9 to virtually “raise a hand.”  
Whether or not you are able to virtually raise a hand, the chair will provide time and opportunity 
for all to share their comments before closing the public comment period. 

• Timing of Comments: 
We ask that speakers keep their comments brief (2 to 3 minutes). The chair may ask you to begin 
bringing your statement to a close after that time, especially if others are waiting to speak. Our 
intention is not to impose a specific time limit unless it seems necessary to give a large number of 
speakers an equal chance to share their comments.  

https://us02web.zoom.us/s/82644674718?pwd=eVdkK0FuSGF1MWFCa2IxTU9wRjVNdz09
http://www.zoom.us/
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WASHINGTON STATE HOUSING FINANCE COMMISSION 
COMMISSION MEETING AGENDA 

 
YOU ARE HEREBY NOTIFIED that the Washington State Housing Finance Commission will 
hold a Special Meeting on Thursday, November 18, 2021, at 1:00 p.m., to consider the items in 

the agenda below.  
 

 Per the Governor’s proclamation regarding the Open Public Meetings Act and Public Records 
Act (Proclamation 20-28) and due to extraordinary public-health circumstances related to the 
ongoing COVID-19 (coronavirus) outbreak, participation in this meeting will only be offered 

virtually. 
 

Meeting materials may be supplemented and updated as necessary up to the time of the meeting. 
For the most up to date versions, please refer to the materials posted on the Commission’s 

Meetings and Hearings page, http://wshfc.org/admin/meetings.htm 
 

To join virtually, please go to www.zoom.us, go to “Join a Meeting,” and enter: 
  

Webinar/Meeting ID:  826 4467 4718  
Passcode:  862040 

 
Participants who wish to participate telephonically, please dial either: 1-(888) 788-0099 or 

1-(877) 853-5247 U.S. toll-free 
 

Participants wishing to provide public comments, please see public engagement 
opportunities on page two above for instructions. 

 
 

I. Chair:  Approval of the Minutes from the October 28, 2021, Special Meeting. 
(5 min.) 

 
II. Chair:  Conduct a Public Hearing on the following:  

 
A. Madison at River’s Edge, OID # 21-93A 

Claire Petersky: The proposed issuance of one or more series of tax-exempt 
revenue bonds to finance a portion of the costs for the acquisition of an 
existing 120-unit multifamily housing facility located at 1741 22nd Street NE, 
Auburn, WA 98002, to be owned by AOF/Pacific Affordable Corp., a 
California nonprofit public benefit corporation and an organization described 
under section 501(c)(3). Proceeds of the bonds may also be used to pay all or 
a portion of the costs of issuing the bonds. The total estimated bond amount is 
not expected to exceed $42,000,000. (7 min.) 
 

B. Elizabeth Thomas Homes, OID # 21-80A 
Claire Petersky: The proposed issuance of one or mores series of tax-exempt 
revenue bonds to finance a portion of the costs for the new construction of a 
119-unit multifamily housing facility located at 4524 S. Henderson Street, 

1 

2 

3 

https://protect-us.mimecast.com/s/nVPgCrkNnYfLRyZI72nry?domain=wshfc.org
http://www.zoom.us/
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Seattle, WA 98118, to be owned by Elizabeth Thomas Homes LLC, a 
Washington limited liability company. Proceeds of the bonds may also be 
used to pay all or a portion of the costs of issuing the bonds. The total 
estimated bond amount is not expected to exceed $27,000,000, (7 min.) 
 

C. Grata at Totem Lake 4%, OID # 20-78A 
Claire Petersky: The proposed issuance of one or mores series of tax-exempt 
revenue bonds to finance a portion of the costs for the new construction of a 
125-unit multifamily housing facility located at 12410 NE Totem Lake Way, 
Kirkland, WA 98034, to be owned by Kirkland TWG LLLP, a Washington 
limited liability limited partnership. Proceeds of the bonds may also be used 
to pay all or a portion of the costs of issuing the bonds. The total estimated 
bond amount is not expected to exceed $37,000,000. (7 min.) 
 

D. Linden, OID # 21-36A 
Claire Petersky: The proposed issuance of one or more series of tax-exempt 
revenue notes to finance a portion of the costs for the new construction and 
equipping of a 200-unit multifamily housing facility located at 916 N. 143rd 
Street, Seattle, WA 98133, to be owned by Bellwether Linden LLLP, a 
Washington limited liability limited partnership. Proceeds of the notes may 
also be used to pay all or a portion of the costs of issuing the notes. The total 
estimated note amount is not expected to exceed $60,000,000. (7 min.) 
 

E. Midvale Village, OID # 21-81A 
Claire Petersky: The proposed issuance of one or more series of tax-exempt 
and/or taxable revenue notes to finance a portion of the costs for the 
acquisition, construction and equipping of a 210-unit multifamily housing 
facility located at 1117 North 183rd Street, Shoreline, WA 98133, to be owned 
by Midvale Village, LP, a to-be-formed Washington limited partnership. 
Proceeds of the notes may also be used to pay all or a portion of the costs of 
issuing the notes. The total estimated note amount is not expected to exceed 
$55,000,000. (7 min.) 

 
III. Consider and Act on the Following Action Items: 

 
A. Resolution No. 21-100, HopeSource III Rural Preservation Portfolio, OID 

# 19-122A-G 
Lisa Vatske: A resolution approving the issuance of one or more series of 
tax-exempt revenue bonds to finance a portion of the costs for the acquisition 
and rehabilitation of seven multifamily housing facilities, in Grant and 
Yakima counties, with an aggregate total of 190 housing units, to be owned by 
HopeSource III Rural Preservation Associates LLLP, a Washington limited 
liability limited partnership. The addresses and units are listed below. 
Proceeds of the bonds may also be used to pay all or a portion of the costs of 
issuing the bonds. The total estimated aggregate bond amount is not expected 
to exceed $20,000,000. The public hearing was held August 26, 2021. (5 
min.) 
 

4 
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Project: HopeSource III Rural Preservation Portfolio 

Project Addresses, Units, and Estimated 
Maximum Bond Amount per Project:  
 

Chestnut Grove Apartments 
610 South Chestnut Street 
Moses Lake, WA 98837 
23 units 
$2,300,000 
 
Edison Park Apartments 
2400 East Edison Avenue 
Sunnyside, WA 98944 
28 units 
$3,000,000 
 
Paragon Apartments 
1320 South 11th Street 
Sunnyside, WA 98944 
36 units 
$3,800,000 
 
Valley Commons 1 & 2 Apartments 
700 - 725 McClain Drive 
Sunnyside, WA 98944 
51 units 
$5,400,000 
 

Vineyard 1 & 2 Apartments 
405 Nicka Road and 810 Grandridge Road 
Grandview, WA 98930 
52 units 
$5,500,000 

 
B. Resolution No. 21-96, Nesbit Family Housing, OID # 21-38A 

Lisa Vatske: A resolution approving the issuance of one or more series of 
tax-exempt and/or taxable revenue bonds to finance a portion of the costs for 
the acquisition, construction and equipping of a 104-unit multifamily facility 
located at 8700 Aurora Avenue N., Seattle, WA 98103, to be owned by Nesbit 
Development LLLP, a Washington limited liability limited partnership. 
Proceeds of the bonds may also be used to pay all or a portion of the costs of 
issuing the bonds. The total estimated bond amount is not expected to exceed 
$21,000,000. The public hearing was held September 23, 2021. (5 min.) 
 

C. Motion to consider approval of Commission Racial Equity Values 
Bill Rumpf/Steve Walker:  Consider adoption of Racial Equity Values (10 
min.) 
 

IV. Informational Report on Department of Commerce Activities (10 min.) 
 

V. Executive Director’s Report (10 min.) 
 

8 

9 
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VI. Commissioners’ Reports (10 min.) 
 

VII. Chair:  Consent Agenda (5 min.)  
 

A. Homeownership & Homebuyer Education Programs Monthly Activities 
Report 

 
B. Multifamily Housing and Community Facilities Monthly Activities 

 Report 
 
  C. Asset Management and Compliance Monthly Activities Report 
 
  D. Financial Statements as of October 31, 2021 
 

VIII. Chair:   Miscellaneous Correspondence and Articles of Interest (5 min.) 
 

A. Miscellaneous Correspondence and Articles of Interest 
 

  B. HFC Events Calendar 
 
 IX. Chair:  Public Comment  
 
 X. Executive Session (if necessary) 
 
 XII. Adjourn   
 
 
Bill Rumpf, Chair 
Consent Agenda items will only be discussed at the request of a Commissioner. 

10 
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Mr. Bill Rumpf 
Chair  

Mr. Steve Walker 
Executive Director 

      

      Memorandum 
To: Commissioners  

From: Lisa Vatske  

CC: Steve Walker  

Date: November 11, 2021 

Re:  Proposed Bond Cap alignment and set-aside for Sound Transit sites 

 

Opportunity and Impact 

RCW 81.112.350 and Sound Transit’s Equitable TOD Policy direct Sound Transit to support the 
development of affordable housing by offering at least 80% of Sound Transit surplus property 
(unless certain exceptions apply) that is suitable for development as housing first to local 
jurisdictions, housing authorities, and non-profit developers for the creation of affordable 
housing.   Sound Transit has identified at least five to seven sites with the potential of the 
creation of 800-1200 units that could be developed in the next six years.  This represents a 
significant need for leverage and financing for this to come to fruition. 

A long-standing value and part of the ongoing discussions regarding priority for bond cap, is the 
need to have developments located near transit.  Discussions with Sound Transit staff, 
stakeholders and public funders have identified the considerable number of resources that will 
be needed to align to ensure there is equitable and affordable development at these sites.  The 
need and opportunity to provide predictability, lower costs and align the financing as early in 
the process as possible is at the core of this proposal. This also helps to inform, address, and 
reduce disruption to the ongoing competitive pipeline. 

Proposal 

In coordination and through an MOU, staff is proposing to “set-aside” up to $200 million of 
bond cap allocation over a five-year period.  Bond cap would be “reserved” as part of the RFP 
process for each of the sites and then accessed or utilized on a rolling basis later upon the 
financing closing.  This would be managed like how the Housing Authority and PDA allocation is 
handled.  Projects are on a list and get an allocation based on readiness and ability to proceed 
to closing. No more than half of the allocation would be available in any one year.  Although 



there are already two sites that have been solicitated and developers determined, there is a 
schedule of upcoming solicitations in the next several years, that Commission staff would be 
included in.   All projects will need to meet the threshold bond cap criteria. 

Current site criteria include: 

• Within the Sound Transit geographic boundaries which currently include King and 
Snohomish, with potential for expansion into Pierce. 

• Construction starts between 2023 and 2026 
• ¼ mile from the transit station 
• Locations where the local jurisdiction is already supportive of affordable housing and 

there are multiple pads available for the build out of affordable housing 
• Significantly discounted land and lower developer provided infrastructure is being 

leveraged 

Although this proposal is being designated for Sound Transit sites only at this time, this 
opportunity could be expanded in the future to other jurisdictions that could meet the criteria 
and represent a significant investment of public infrastructure investment. 

This proposal seeks to support the following outcomes: 

• Provide a strategic and intentional path to advance state, regional and local policies and 
investments that prioritize affordable housing on public land and near transit 

• Provide certainty for developers and expedite projects by alignment of resources and 
staging of development as part of the RFP process 

• Create additional leveraging opportunities by demonstrating public sector commitment 

Next steps: 

A discussion and presentation with Sound Transit staff is scheduled for the November work 
session.  Language is being drafted in the form of an MOU between the Commission and Sound 
Transit, with the intent of bringing an item to the December meeting to take action to authorize 
the Executive Director to enter into this agreement. 





 
Bill Rumpf 

Chair 
 

Steve Walker 
Executive Director 

 

1000 Second Avenue, Suite 2700, Seattle, WA  98104 
Tel: 206-464-7139| 800-767-4663 | Fax: 206-587-5113 | wshfc.org 

 

 
 

RJET RACIAL EQUITY VALUES 
 

 
EQUITABLE & MEANINGFUL ENGAGEMENT 

Ensure that all Black Indigenous People of Color (BIPOC) staff are given the 
opportunity to contribute to the Commission’s decision-making process and that 
we are fully engaging our BIPOC community stakeholders.  

 

ACCOUNTABILITY 

For the Commission to move toward antiracism, each person must acknowledge 
and be held accountable for behavior and actions that do not embody RJET’s 
Racial Equity Values. 

 

CHALLENGING WHITE SUPREMACY 

We must challenge white supremacy by naming it, understanding how it affects 
our work and biases, and reversing it through concrete and documented actions. 

 

ACKNOWLEDGING AND ADDRESSING POWER AND PRIVILEGE 

Acknowledge that the Commission’s established hierarchies and procedures 
contribute to structural racism and actively commit to repairing, addressing, and 
eliminating it.  

 

HUMILITY 

We demonstrate humility by acknowledging our blind spots, implicit and explicit 
biases, and thoughtfully working through conflict with colleagues and partners. 
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RESPECT 

We respect that BIPOC and non-BIPOC individuals have different truths and 
cultural mannerisms; we commit to being patient and allowing space for all to 
learn, make mistakes and grow. 
 



2021 Second Round Allocation List
Project Name Sponsor Tax-Exempt Taxable Units City County Priority Points

Nesbit Family Housing Low Income Housing Institute 18,186,470$       -$                     104 Seattle King HTF 75

Samma Senior Apartments Imagine Housing 12,978,441$       -$                     76 Bothell King HTF 75

Elizabeth Thomas Homes Catholic Housing Services 25,500,000$       -$                     119 Seattle King HTF 71

Linden Bellwether Housing 36,518,000$       21,514,303$       200 Seattle King 82

Watershed Renton GMD Development LLC 30,000,000$       13,750,000$       145 Renton King 78

Redondo TOD Shelter Resources, Inc. 68,000,000$       -$                     334 Federal Way King 77

Grand Street Commons Mount Baker Housing Association 33,000,000$       10,700,000$       206 Seattle King 77

Midvale Village Veterans Village 37,370,000$       11,630,000$       210 Shoreline King 71

Subtotal 261,552,911$     57,594,303$      

Remaining/Not Allocated (alphabetical order)
Project Name Sponsor Tax-Exempt Taxable Units City County Priority

The Lookout MacDonald Ladd Development 27,828,704$       -$                     177 Tacoma Pierce

Redondo Heights Senior LivingSHAG 33,500,000$       -$                     212 Federal Way King

Subtotal 61,328,704$       

Total second round requests 322,881,615$     57,594,303$      

Final Bond Cap allocations will be subject to adjustment based on amount needed for 50% test

11/9/2021



1000 Second Avenue, Suite 2700, Seattle, WA 98104-1046 

tel 206.464.7139   800.767.HOME   fax 206.587.5113   www.wshfc.org 

 

 

 

 

 

November 16, 2021 

 
 

 

Commissioners 
Washington State Housing Finance Commission 

Seattle, Washington 

 
We have compiled the UNAUDITED statement of Net Position of the Washington State Housing Finance 

Commission (the “Commission”) General Operating Fund, as of October 31, 2021 and the related statement of 

Activities and Changes in Net Position for the month ended in accordance with generally accepted accounting 

principles.   
 

This compilation is limited to presenting, in the form of financial statements, information that is accurate to the 

best of our knowledge and belief.  These statements have not been audited or reviewed by an independent third 
party. 

 

We have elected to omit substantially all of the disclosures required by generally accepted accounting principles 

including the statement of cash flow.  If the omitted disclosures were included in the financial statements, they 
might influence the users' conclusions about the Commission's financial position, results of operations and 

changes in financial position.  Accordingly, these financial statements are not designed for those who are not 

informed about these matters. 
 

 

 
 

 
 
 

 

      

Bill Rumpf 
Chair  

Steve Walker 
Executive Director 
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Variance

Current Year Prior Year Amount %

Cash and Cash Equivalents:

Demand Deposits 5,630,274$         5,551,391$         78,883$           (1)     1%

Money Market Accounts 45,571,209         33,005,467         12,565,742      (1)     38%

Investment Securities 336,775              8,805,239           (8,468,464)       (1)     -96%

Interest Receivable 146,765              172,053              (25,288)            (2)     -15%

Fees Receivables 14,166,082         11,104,318         3,061,764        (3)     28%

Prepaid Expenses & Other Receivable 309,881              405,754              (95,873)            (4)     -24%

Furniture and Fixtures (net of depreciation) 225,668              138,950              86,718             (5)     62%

Total Assets 66,386,654         59,183,172         7,203,482        12%

2,338,037           1,738,698           599,339           34%

Total Assets and Deferred Outflows 68,724,691$       60,921,870$       7,802,821$      13%

Accounts Payable and Other Liabilities 4,251,274$         4,340,894$         (89,620)$          -2%

Unearned Fee Income 16,504,745         10,725,278         5,779,467        (6)     54%

Accrued Payroll Payable 1,529,160           1,507,535           21,625             1%

Net Pension Liability * 5,906,223           5,869,124           37,099              1%

Total Liabilities 28,191,402         22,442,831         5,748,571        26%

2,383,349           2,579,125           (195,776)           -8%

Invested in Capital Assets 225,668              138,950              86,718             (5)     62%

Committed - Housing Washington * 473,047              373,946              99,101             27%

Unrestricted 37,451,225         35,387,018         2,064,207        6%

Total Net Position 38,149,940         35,899,914         2,250,026        6%

68,724,691$       60,921,870$       7,802,821$      13%

  (1)

  (2)

  (3)

  (4)

  (5)

  (6)

*

The receivables increase is primarily due to the recording of receivables (and unearned fee income) for the Citibank Securitization 

program beginning in June 2021.

Bond cap allocation was received in September 2020, resulting in a higher prepaid allocation fee balance in the prior year.

The increase in net capital assets reflects the capitalization of the Community Build project (automating the external tax credit 

application process), offset by the continued depreciation of prior investments in assets. 

(See Accountant's Compilation Report)

 Total Liabilities, Deferred Inflows and Net 

Position 

 Deferred Outflow of Resources (Pension & OPEB 

Contributions) * 

 Deferred Inflow of Resources (Change in 

Investment Return/Assumptions - Pension & 

OPEB) * 

ASSETS

LIABILITIES

NET POSITION

These balances are adjusted only at year-end.

The increase in unearned fee income is primarily due to the recording of unearned revenue (and receivables) related to the Citibank 

Securitization program starting in June 2021 and the 2nd half of tax credit fees for Commission issued 4% bond tax credits beginning in 

March 2020.

Fluctuations in these accounts are considered in aggregate, increasing because of net excess revenue year to date. 

Lower interest rates in the current year contributed to the decrease in interest receivable. For example, the LGIP rate in the prior year 

was .19% as compared with .09% in the current year.

Washington State Housing Finance Commission

Fund:  General Operating Fund

October 31, 2021

Division:  All

Statement of Net Position

           Totals may not add due to rounding.  3



Current Year Prior Year

Current Period to Date to Date Amount %

Revenues:

Fee Income 6,500,057$       20,324,119$       18,842,750$       1,481,369$     8%

Interest Earned 74,144              288,593              320,590              (31,997)           (1) -10%

Other 20,714              58,047                103,214              (45,167)           (2)    -44%

Total Unadjusted Revenues 6,594,915         20,670,759         19,266,555         1,404,204        7%

Expenses:

Salaries, Wages, and Employee Benefits 796,650            3,081,849           3,226,939           (145,090)         -4%

Travel & Conferences 3,717                30,862                19,784                11,078             (3)    56%

Professional Fees 146,087            553,454              458,116              95,338             (4)    21%

Office Expense 197,613            753,522              712,992              40,530             6%

Total Expenses 1,144,067         4,419,687           4,417,832           1,855               0%

Adjustments

Revenues:

Gains/(Loss) on Investments (273,533)           (402,279)             (158,804)             (243,475)         153%

Grant Revenue 132,744            596,747              754,761              (158,014)         -21%

Expenses:

Grant Pass-Through 132,744            596,747              754,761              (158,014)         -21%

Total Adjustments (273,533)           (402,279)             (158,804)             (243,475)         153%

Excess of Revenues over Expenses 5,177,315         15,848,793         14,689,919         1,158,874        8%

 Less transfer to Commission Fund * (535,703)           (2,220,365)          (2,454,400)          234,035           -10%

Excess of Revenues over Expenses (Net of Transfers) 4,641,612         13,628,428         12,235,519         1,392,909        11%

Net Position

Total net position, beginning of period 33,508,328       24,521,512         23,664,395         857,117           4%

Current Increase (Decrease) - to Net 

position 4,641,612         13,628,428         12,235,519         1,392,909        11%

Total net position, end of year
38,149,940$     38,149,940$       35,899,914$       2,250,026$     6%

     (1)

     (2)

     (3)

     (4)

 * 

The increase in professional fees is primarily due to executive professional search and consulting fees.

Effective 1/1/2013, 25% of the Home Advantage Program revenue are transferred to the Single-family bond program’s Commission Fund to ensure future indenture 

and program flexibility as the portfolio of MBS’s and bonds diminish.

Washington State Housing Finance Commission

Statement of Activities and Changes in Net Position

Division:  All
For The Year To Date Ending:  October 31, 2021

Fund:  General Operating Fund

(See Accountant's Compilation Report)

Variance

The decrease in other income is primarily due to fewer number of property transfers in the Compliance division, resulting in reduced fee income.

The increase in travel and conference expenses is primarily due to a greater attendance of the virtual NCSHA fall conference in the current year, as well as, out of state 

travel expenses for in person conferences. 

The DPP (PRI Liquidity) portion of the interest income is based upon liquidity provided from $40 million at the LGIP rate.  The LGIP rate has dropped from .19% in 

the prior period to a rate of .09% in the current period.  

           Totals may not add due to rounding.  4



Prior YTD YTD YTD

% Amount Actual Actual Budget Amount %

Revenues:

Program Fees 15.9% 826,181$        5,205,453$     6,031,634$     5,919,644$     111,990$         1.9%

Issuance, Application, and Servicing Fees 4.8% 655,189          13,637,297     14,292,486     7,763,910       6,528,576        84.1%

Interest Revenue -10.0% (31,997)          320,590          288,593          163,891          124,702           76.1%

Other Income -43.8% (45,167)          103,214          58,047            156,271          (98,224)            -62.9%

Total Unadjusted Revenues 7.3% 1,404,206       19,266,555     20,670,759     14,003,716     6,667,044        47.6%

Expenses:

Salaries & Wages - Staff & Temp. Svcs -2.0% (48,294)          2,425,156       2,376,862         2,753,095       (376,233)          -13.7%

Employee Benefits - Staff -12.1% (96,795)          801,782          704,987             780,338          (75,351)            -9.7%

Conference, Education & Training 18.7% 3,686              19,704            23,390               30,367            (6,977)              -23.0%

Travel out of state - Staff NA 5,358              -                  5,358                 58,751            (53,393)            -90.9%

Travel in state - Staff 2543.8% 2,035              80                   2,115                 21,579            (19,464)            -90.2%

Accounting Fees -15.8% (13,374)          84,573            71,199               71,667            (468)                 -0.7%

Legal Fees -4.3% (6,749)            155,393          148,644             217,000          (68,356)            -31.5%

Financial Advisor Fees 0.0% -                  100,000          100,000             109,600          (9,600)              -8.8%

Investment Management Fees 4.0% 2,072              52,379            54,451               53,333            1,118               2.1%

Office Rent/Conf. Room Rentals 19.9% 51,171            256,991          308,162             314,095          (5,933)              -1.9%

Furniture & Equipment Rental -42.5% (4,130)            9,726              5,596                 5,839              (243)                 -4.2%

Advertising -65.3% (54,402)          83,349            28,947               126,267          (97,320)            -77.1%

Publications/ Subscriptions/ Dues 3.9% 983                 25,312            26,295               36,321            (10,026)            -27.6%

Deliveries 7.9% 94                   1,185              1,279                 1,262              17                    1.3%

Insurance 29.4% 4,244              14,411            18,655               14,271            4,384               30.7%

Meeting Expense -100.0% 1                     (1)                   -                     32,916            (32,916)            -100.0%

Equipment & Building Maintenance 395.7% 20,197            5,104              25,301               27,144            (1,843)              -6.8%

Software Maint. Support & Other Info Svcs 7.4% 18,441            250,062          268,503             302,170          (33,667)            -11.1%

Non-capitalized Equipment/Supplies -45.9% (7,112)            15,493            8,381                 17,843            (9,462)              -53.0%

Postage 8.4% 175                 2,095              2,270                 2,790              (520)                 -18.6%

Printing -14.3% (303)               2,118              1,815                 8,449              (6,634)              -78.5%

State Services 18.8% 367                 1,950              2,317                 7,606              (5,289)              -69.5%

Supplies 62.0% 2,317              3,735              6,052                 15,484            (9,432)              -60.9%

Telephone 70.2% 9,883              14,086            23,969               20,612            3,357               16.3%

Contract Services 172.4% 113,390          65,770            179,160             292,711          (113,551)          -38.8%

Depreciation -5.1% (1,395)            27,375            25,980               39,298            (13,318)            -33.9%

Other Misc. Expenses -100.0% 2                     (2)                   -                     -                  -                   NA

Total Expenses 0.0% 1,862              4,417,829       4,419,688         5,360,808       (941,120)          -17.6%

Adjustments

Revenues:

Investments Gain (Loss) 153.3% (243,475)        (158,804)        (402,279)           -                  (402,279)          NA

Grant Revenue -20.9% (158,014)        754,761          596,747             2,369,586       (1,772,839)       -74.8%

Expenses:

Grant Pass-Through -20.9% (158,014)        754,761          596,747             2,369,586       (1,772,839)       -74.8%

153.3% (243,475)        (158,804)        (402,279)           -                  (402,279)          NA

Excess of Revenues over Expenses- adjusted 7.9% 1,158,869       14,689,922     15,848,792        8,642,908       7,205,885        83.4%

 Less transfer to Commission Fund -9.5% 234,035          (2,454,400)     (2,220,365)        -                  (2,220,365)       NA

Excess of Revenues over Expenses (Net of Transfers) 11.4% 1,392,905$     12,235,522$   13,628,427$     8,642,908$     4,985,520$      57.7%

Washington State Housing Finance Commission

Detailed Statement of Activities

Fund:  General Operating Fund

Division:  All
For The Year To Date Ending:  October 31, 2021

(See Accountant's Compilation Report)

 Variance-YTD Budget to 

Actual 

 Variance-YTD vs. PY 

Actuals 

                Totals may not add due to rounding.
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Report of Independent Auditors 
 

 

To the Board of Commissioners 

Washington State Housing Finance Commission 

 

Report on the Financial Statements 

We have audited the accompanying financial statements of the Washington State Housing Finance 

Commission, which comprise the statements of net position as of June 30, 2021 and 2020, and the 

related statements of revenues, expenses, and changes in net position and of cash flows for the 

years then ended, and the related notes to the financial statements. 

 

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 an opinion on these financial statements based on our audits. We 

conducted our audits in accordance with auditing standards generally accepted in the United States 

of America. Those standards require that we plan and perform the audits to obtain reasonable 

assurance about whether the 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 considers internal control relevant to the entity’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 entity’s internal control. Accordingly, we express no such opinion. An audit also 

includes evaluating the appropriateness of accounting policies used and the reasonableness of 

significant accounting estimates made by management, as well as evaluating the overall presentation 

of the financial statements. 

 

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

for our audit opinion. 
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Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 

financial position of the Washington State Housing Finance Commission as of June 30, 2020 and 

2019, and the results of its operations and its cash flows for the years then ended in accordance with 

accounting principles generally accepted in the United States of America. 

 

Emphasis of Matter 

Change in Accounting Principle 

As discussed in Note 2 to the financial statements, the Washington State Housing Finance 

Commission adopted a new accounting principle related to conduit debt obligations, which resulted in 

removing all conduit debt and related activities from the financial statements and a restatement of the 

prior year information presented. Our opinion is not modified with respect to this matter. 

 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that management's 

discussion and analysis on pages 3 through 1214 and the schedules of proportionate share of net 

pension liability, schedule of contributions, and schedule of proportionate share of OPEB liability on 

page 47 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 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. 

 

Supplemental Information 

Our audits were conducted for the purpose of forming an opinion on the financial statements. The 

supplemental schedules of program net position, program revenues, expenses, and changes in 

program net position, program cash flows and notes and bonds payable on pages 48 through 53 are 

presented for purposes of additional analysis and 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 financial statements. The 

information has been subjected to the auditing procedures applied in the audit of the financial 

statements and certain additional procedures, including comparing and reconciling such information 

directly to the underlying accounting and other records used to prepare the financial statements or to 

the financial statements themselves, and other additional procedures in accordance with auditing 

standards generally accepted in the United States of America. In our opinion, the supplemental 

schedules of program net position, program revenues, expenses, and changes in program net 

position, program cash flows and notes and bonds payable are fairly stated in all material respects in 

relation to the financial statements as a whole. 

 

 

 

Seattle, Washington 

____________, 2021 
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As management of the Washington State Housing Finance Commission (the Commission, we, or our), we 

offer readers of the Commission’s financial statements this narrative overview and analysis of our 

financial activities for the year ended June 30, 2021. This overview and analysis is required by accounting 

principles generally accepted in the United States of America for governmental entities. 

 

FINANCIAL HIGHLIGHTS 

 

During the fiscal year ended, or as of June 30, 2021 (FY 2021): 

 

Net position increased $117.2 million to $810.5 million primarily due to the $114.4 million increase in net 

position of Program-Related Investments (PRI. The increase in the PRI resulted from an excess of 

revenues over expenses totaling $79.2 million, mostly from the down payment assistance revenues from 

Homeownership’s Home Advantage daily-priced mortgage program (Home Advantage) coupled with the 

operating transfer from the General Operating Fund (GOF) of $35.0 million.  

 

During the fiscal year, cash, cash equivalents, and investments increased by $271.9 million due to 

proceeds from loans related to the multifamily recycling program ($112.3 million) coupled with PRI fee 

revenue and mortgage loan repayments, and other receipts. Mortgage loans increased by $37.0 million 

as new loans were issued through PRI. Assets and deferred outflows of resources increased by $205.5 

million, largely due to these factors. 

 

Total bonds payable of $565.1 million were outstanding, net of premiums and discounts, $51.1 million 

below the prior year balance. This decrease resulted from the net issuance of bonds ($111.9 million) and 

the net payment of principal ($163.0 million). 

 

PRI and GOF program fees and grant revenue increased by $16.4 million due primarily to an increase in 

program fees associated with Home Advantage as average loan amount increased nearly 10% year over 

year. Bond program revenues (mortgage interest, unrealized loss on MBSs, investment earnings and 

other) decreased by $37.3 million due to a $35.1 million net decrease in the unrealized gain on MBSs and 

decreased interest revenue from a lower balance of MBSs. 
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OVERVIEW OF THE FINANCIAL STATEMENTS 

 

The financial statements consist of three parts: Management’s Discussion and Analysis, the financial 

statements, and the notes to the financial statements. The basic financial statements include the 

statements of net position, the statements of revenues, expenses, and changes in net position, and the 

statements of cash flows. The financial statements are presented in a manner similar to that of a private 

business using the economic resources measurement focus and the accrual basis of accounting. 

 

 

The financial statements report information for all Commission programs and operations. The statements 

of net position include all Commission assets, liabilities and deferred inflows and outflows of resources. 

All revenues and expenses of the Commission are accounted for in the statements of revenues, 

expenses, and changes in net position. Program financial statements are presented as supplemental 

schedules. These schedules separate the financial statements into General Operating Fund, Program-

Related Investments, and Bond Fund. 

 

Economic Outlook  

 

During the fiscal year, the 10-year Treasury note yield, the benchmark often used to price mortgage rates, 

rebounded to 1.45% on June 30, 2021 from its June 30, 2020 rate of 0.66%. The extremely low rate in 

2020 was influenced by the market’s uncertainty early in the COVID-19 pandemic. Despite the increase in 

that yield, average 30-year mortgages rates which typically follow it fell slightly year-over year to about 

3.02% from 3.13%. These continued low mortgage rates along with desire for more space by many 

people working from home due the pandemic encouraged many first-time homebuyers to enter the 

market. A tight supply of single-family homes exacerbated largely by these factors resulted in significant 

house price increases, making purchases by the Commission’s low- to moderate-income target 

customers more difficult. According to the S&P CoreLogic Case-Schiller U.S. National Home Price Index, 

home prices increased 19.7% nationally year-over-year, while Seattle had the third highest increase in 

the country, 25%, during the year. 

 

Home loans purchased in the Home Advantage program, which uses traditional, taxable mortgage 

funding, were 8,212 down 9.3% from the record number in fiscal year 2020. The dollar value of the loans 

purchased was $2.6 billion, down only 0.9% from the prior year due to a higher average loan amount.  

We generated $100.0 million in lendable proceeds for our House Key Opportunity program through the 

issuance of tax-exempt bonds.  The program targets first-time homebuyers in lower-income households, 

generally providing a lower interest rate and additional downpayment options. 
 

 

Demand for the 9% Low-Income Housing Tax Credit (LIHTC) for Multifamily housing continues to 

significantly outstrip supply. Therefore, many developers of affordable housing are using the 4% LIHTC 

program in conjunction with tax-exempt bonds. That program is constrained by the amount of private-

activity bond volume cap available for such projects and has recently been two to three times 

oversubscribed.  
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Short-term interest rates represented by 1-month LIBOR, remained at the low level of 0.10% on June 30, 

2021, the same as it was the prior year. This index is used to evaluate the cost of variable-rate debt and 

correlates to rates earned on short-term investments. The effect of the COVID-19 pandemic has 

continued longer than initially anticipated contributing to the ongoing low rates. Based upon indications of 

the Federal Reserve Board (the Fed), we believe interest rates will remain at or near historically low levels 

for the next few years, although inflation has recently increased above their target for a few months. Any 

uptick in short-term rates would increase the carrying cost of the Commission’s unhedged variable-rate 

debt in its Single-family program. However, there would be an offsetting increase in the return on the 

Commission’s short-term investments effectively creating a natural interest-rate hedge.  We do not expect 

a significant effect on the Commission’s conduit bond production. 
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FINANCIAL ANALYSIS OF THE COMMISSION 

 

Statements of Net Position 

 

The following table summarizes the changes in assets and deferred outflows of resources, liabilities, 

deferred inflows of resources, and net position between June 30, 2021 and 2020, (in millions): 
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FINANCIAL ANALYSIS OF THE COMMISSION (continued) 

 

Cash, cash equivalents, and investments increased by $271.9 million, while MBSs and mortgage loans 

outstanding decreased by $70.0 million over the prior year. These are the primary components of an 

increase in assets of $205.5 million. The increase in the bonds and notes payable of $65.5 million is due 

to an increase of the fully collateralized loan required for the multifamily recycling program, offset by a 

decrease in single family bonds outstanding. 

 

The net position of the Commission increased $117.2 from the June 30, 2020 amount. This increase 

resulted from the net operating income, before contributions and distributions, across all funds. 

 

The net position of the Bond Fund is classified as restricted because trust indentures direct the use of the 

funds. The Commission has designated its remaining net position to a General Operating Fund and to 

Program-Related Investments.  

 

The General Operating Fund net position is a reserve to protect the Commission from future uncertainty. 

With the reserve in place, the Commission is positioned to meet its future, long-term project monitoring 

commitments and to independently meet unforeseen fiscal or legal challenges.  

 

The Commission has also designated a net position for Program-Related Investments. Investments target 

strategic, higher-risk programs that support the financing and production of housing for low-income and 

special populations as well as facilities used to provide community services primarily to low-income 

persons. These investments complement, supplement, and enhance other Commission programs and 

have been a catalyst to generate $34.6 million in investments and donations by partners who wish to 

support the program purpose. The Commission manages and deploys those funds in addition to its own. 
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Statements of Revenues, Expenses, and Changes in Net Position 

 

The following table summarizes the changes in revenues and expenses between 2021 and 2020, 

(in millions): 

 
 

The primary components of total revenues for the bond fund are mortgage-related interest earnings and 

the unrealized gain on MBSs. Bond interest expense is the primary component of total expense for the 

bond fund. Commission revenues in the General Operating and PRI Funds are mostly generated from 

issuer fees and the premium generated from Home Advantage mortgage-backed security sales. During 

fiscal year 2021, the Commission’s General Operating Fund revenue and expense included $3.7 million 

of housing counseling and foreclosure relief funds grants which were passed-through to qualifying 

counseling agencies. 
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DEBT ADMINISTRATION 

 

The Commission has long-term debt obligations of $565.1 million, net of bond premium and discounts, 

and short-term notes payable of $187.3 million, at June 30, 2021. A trustee or paying agent administers 

monetary activities and holds all monies in the Commission’s Bond Fund. They ensure that bond 

resolution requirements are met, including payments of debt service and funding of necessary reserves. 

At June 30, 2021, amounts held by the trustees and paying agents represent full funding of these 

requirements. 

 

Most of the debt of the Commission is tax-exempt, issued under the Internal Revenue Code and Treasury 

Regulations. The Federal Tax Reform Act of 1986 imposes an annual cap on the aggregate amount of 

federally tax-exempt private activity bonds. Our Single-family Homeownership program relies on private 

activity bonds subject to this volume cap. We may also issue taxable debt to supplement our tax-exempt 

authority and for lending where program requirements are inconsistent with federal restrictions.  

 

The Commission also issues bonds on behalf of multi-family housing developers and not-for-profit 

organizations. However, the bonds issued under these programs meet the definition of conduit debt 

obligations for which we have not extended any additional commitments for debt service payments 

beyond the collateral and payments received from the underlying mortgages. As of June 30, 2021 such 

bonds have an aggregate outstanding principal amount payable of $6.4 billion. Because these bonds are 

considered conduit bonds, in accordance with accounting standards generally accepted in the United 

States of America, the Commission does not include the assets, liabilities, and related activities for these 

obligations. For additional information see Notes 2 and 6. 

 

The Commissioners have adopted policies that govern the process followed to issue debt. We issue 

bonds in the Single-family Homeownership Program to purchase MBSs backed by Federal National 

Mortgage Association (Fannie Mae), Government National Mortgage Association (Ginnie Mae), or 

Federal Home Loan Mortgage Corporation (Freddie Mac). These securities carry a credit rating agency 

rating equal to that of the United States.  

 

The Commission evaluates and uses available debt management techniques to achieve our goals of 

reducing interest expense and preserving the maximum amount of bonding authority in the Single-family 

Homeownership Program. In implementing these practices, we often retire higher interest rate debt when 

opportunities for economic refunding occur.  

 

The Revised Code of Washington Section 43.180.160 limits the Commission’s outstanding debt to eight 

billion dollars. We have no general obligation bonds and do not currently have an issuer credit rating. 

 

Net bonds and notes payable as of June 30, 2021, was $752.4 million, an increase of about $65.5 million 

from 2020. Changes enumerated by program are summarized in the following table (in millions): 
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COMPARISON OF FISCAL YEAR 2020 WITH 2019 

 

Statements of Net Position 

 

The following table summarizes the changes in combined adjusted net position between June 30, 2020 

and 2019, as restated (in millions): 
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COMPARISON OF FISCAL YEAR 2020 WITH 2019 (continued) 

 

The following summarizes the changes in revenues and expenses between fiscal years 2020 and 2019, 

as restated (in millions): 

 

2020

2019 

(as restated)

Revenues

Bond programs mortgage interest 23.0$         20.5$         2.5$         12.2%       

Bond programs investments and 

other income 3.8               2.6             1.2           46.2       

Bond program gain (loss) on

mortgage-backed securities 24.7           18.3           6.4           35.0       

Other bond fees 0.4             1.5             (1.1)          (73.3)      

Program fees and grants 118.2         91.3           26.9         29.5       

General operating fund interest income 3.5             3.9             (0.4)          (10.3)      

Total revenues 173.6$       138.1$       35.5$       25.7%       

Expenses

Bond programs interest expense 19.6$         17.4$         2.2$         12.6%       

Other bond programs expenses 1.6             2.5             (0.9)          (36.0)      

Salaries and wages 9.5             8.7             0.8           9.2         

Other general operating fund and

program-related investments expenses 7.4             (0.2)            7.6           (3,800.0) 

Total expenses 38.1$         28.4$         9.7$         34.2%       

Change in net position 135.5$       109.7$       25.8$       23.5%       

Change

 
During the fiscal year ended June 30, 2020, the Commission’s total assets increased by $216.8 million 

largely attributable to an increase in cash and cash equivalents, net MBSs, and mortgage loans.  

 

The Commission’s $135.5 million increase in net position resulted from the net operating income, before 

contributions and distributions of PRI, GOF, and the bond fund.  

 

ADDITIONAL INFORMATION 

 

Please direct questions and inquiries to the Senior Director of Finance or the Senior Controller at 

Washington State Housing Finance Commission, 1000 2nd Avenue, Suite 2700, Seattle, Washington 

98104, or by telephone at 206-464-7139. 
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Note 1 – Description of Business 

 

Organization – The Washington State Housing Finance Commission (the Commission, WSHFC, we, or 

our) was created in 1983 by the legislature of the State of Washington (the State) to “act as a financial 

conduit which, without using public funds or lending the credit of the state or local government, can issue 

nonrecourse revenue bonds and participate in federal, state, and local housing programs thereby making 

additional funds available at affordable rates to help provide housing throughout the state.” The state 

legislature later authorized the Commission to issue bonds to finance or refinance nursing homes and 

capital facilities owned and operated by nonprofit corporations, beginning farmers/ranchers, sustainable 

energy and energy efficiency retrofit programs. Our debt limit is eight billion dollars. 

 

The Commission has eleven voting members. Two commissioners, the state treasurer and the director of 

the Department of Commerce, serve ex officio. The chair of the Commission is appointed by and serves 

at the pleasure of the governor. The governor appoints the remaining eight members to four-year terms, 

subject to confirmation by the Washington State Senate. 

 

The Commission is legally separate from the State and does not impose a financial burden on, nor accrue 

any financial benefit to, the State. Legal restrictions on the Washington State legislature’s ability to 

impose its will on the Commission and the inability of the governor to remove the majority of the voting 

members of the Commission prevent the State from being considered to be financially accountable for the 

Commission. However, in the State’s Annual Comprehensive Financial Report (ACFR), the Commission 

is presented as a discrete component unit of the State. 

 

Program funds – The Commission summarizes its financial activities in the General Operating Fund, 

Program-Related Investments, and Bond Fund. 

 

General Operating Fund – The General Operating Fund accounts for the fiscal activities related to the 

administration of our ongoing program responsibilities. Revenues are derived primarily from fees earned 

on bond issues, homeownership daily pricing program, housing tax credit allocations, and compliance 

monitoring, as well as interest income on General Operating Fund and Program-Related Investments. 

Except for certain pass-through grants and loans, all funds we receive are generated by our activities and 

are not direct appropriations from the State.  

 

The Commission adopted a General Operating Fund Reserve Policy (“Reserve Policy”) in 1989. General 

reserves provide income to fund current operations, help to ensure a sufficient, long-term revenue stream 

so we can remain independent of State funds and safeguard our ability to meet future legal and program 

obligations. Earnings above the reserve requirements are generally transferred to Program-Related 

Investments at the direction of the Commissioners, except for a portion of earnings on the 

homeownership daily pricing program which are transferred to the Single-Family Indenture. 

 

Effective June 30, 2019, our Reserve Policy requires that we maintain general reserves of $30 million 

based upon capital adequacy analyses, net of the impact of any deferred pension liability as required by 

Governmental Accounting Standards Board (GASB) No. 68 and, effective July 1, 2017, any deferred 

other postemployment benefit (OPEB) liability as required by GASB No. 75. Therefore, the reserves 

reflect $24.0 million and $23.3 million, respectively, for the years ending June 30, 2021 and 2020.  
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Note 1 – Description of Business (continued) 

 

Program-Related Investments – The Reserve Policy dedicates the use of reserves above those needed 

in the General Operating Fund for Program-Related Investments (the PRI). We strategically invest the 

PRI in programs that support our activities such as the financing and production of low-income and 

special needs housing and facilities that provide community services. Investments also include resources 

provided by other funders for use in established down payment assistance and other programs in which 

our missions align. Revenues include interest on these investments and down payment assistance fees 

associated with the homeownership daily pricing program. 

 

Bond Fund – A Trust, Funding Agreement, or Financing Agreement dictates the terms of each bond 

transaction. We record these activities in the Bond Fund and further separate them by program type as 

follows: 

 

Single-Family Homeownership Program – Transactions in this program are from the sale of Single-

family Homeownership Program mortgage revenue bonds, the purchase of mortgage-backed 

securities (MBSs) of our pooled loans and the related debt service transactions on the bonds. There 

are three program indentures, each of which contains multiple series indentures: the General (Single-

family) Indenture; the Homeownership Bond Program (NIBP) Indenture; and the Special Single Family 

Program Indenture. Each indenture is a special obligation of the Commission, payable solely from the 

bond funds established pursuant to the indenture. Debt service comes from payments received on the 

MBS pools and from any other money held in the trust estate by the bond trustee. Assets of the 

indentures are pledged as collateral for the debt and are $673.1 million and $730.7 million as of 

June 30, 2021 and 2020, respectively. We loan proceeds of this program to first-time homebuyers 

whose income does not exceed established limits. Mortgage rates for these programs range from 

2.00% to 7.45%.  

 

The supplemental schedules of program net position, results of program revenues, expenses, and 

changes in program net position, and program cash flows combines the results of the General (Single-

family) and the Special Single Family Program. 

 

Conduit Financing Programs – all other bonds that we issue, are conduit debt, i.e., limited-obligation 

bonds issued for the express purpose of providing financing for a specific third party that is not a part 

of the financial reporting entity. Bonds are issue for Multifamily Housing, Beginning Farmers/Ranchers, 

Energy Efficiency and Non profit Housing and Facilities. Financing proceeds for the Conduit Financing 

Programs are used to purchase qualified mortgages or MBSs from mortgage lenders. The issuer of 

the MBSs, the mortgagor, the letter of credit provider or the lender will pay the bond trustee principal 

and interest in amounts calculated to meet periodic debt service payments on the bonds.  

 

Conduit debt securities bear the name of the Commission. However, we have no obligation for 

payment of such debt beyond the resources provided by the loan with the third-party beneficiary. 

 

Underwriters sell bonds in the capital market, or we privately place them with a sophisticated investor 

such as a financial institution. However, as of fiscal years ending June 30, 2021 and 2020, all bonds 

under these programs meet the accounting standard definition of conduit bonds and, as such, are not 

included in our financial statements. Additional information regarding the conduit bonds is included in 

Note 6. 
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Note 2 – Summary of Significant Accounting Policies 

 

Our financial statements have been prepared in accordance with accounting principles generally 

accepted in the United States of America as applied to governmental units. The GASB is the accepted 

standard-setting body for establishing governmental accounting and financial reporting principles. We 

have applied all applicable GASB pronouncements. The remainder of this note describes our more 

significant accounting policies. 

 

Measurement focus and basis of accounting – We use the flow of economic resources measurement 

as the focus of our accounting of transactions. With this measurement focus, the statement of net position 

reflects all assets, deferred inflows and outflows of resources and all liabilities associated with our 

operations. The statement of revenues, expenses, and changes in net position for all funds present 

increases (e.g., revenues) and decreases (e.g., expenses) in our net total position. We use the accrual 

basis of accounting, recording revenue when earned and expenses when we incur the liability. 

 

Unclassified statement of net position – Our business cycle is greater than one year. As such, all 

assets and liabilities on the statement of net position are shown as unclassified. 

 

Cash and cash equivalents – The Commission considers all highly liquid, interest-bearing instruments 

purchased with an original maturity of three months or less to be cash and cash equivalents. While the 

cash deposits in the Multifamily Recycling program are held exclusively in the Local Government 

Investment Pool, other cash deposits held in the Bond Fund are held in the corporate trust departments of 

commercial banks in the bond issue’s name. As of June 30, 2021 and 2020, they held $155.1 million and 

$143.1 million, respectively, in uncollateralized or uninsured cash equivalents in the bond fund, primarily 

in government money market funds. Cash deposits of the General Operating Fund and Program-Related 

Investment Funds are covered by the Federal Depository Insurance Corporation (FDIC) or by collateral 

held in a multiple financial institution collateral pool administered by the Washington Public Deposit 

Protection Commission (PDPC). 

 

Investments – We categorize investments within the fair value hierarchy established by generally 

accepted accounting principles. The hierarchy uses valuation inputs to measure the fair value of the 

asset. Level 1 inputs are quoted prices in active markets for identical assets; Level 2 inputs are significant 

other observable inputs; Level 3 inputs are significant unobservable inputs. Investments are reported at 

fair value, unless they meet an exception as outlined under accounting standards generally accepted in 

the United States of America.  

 

An asset management company manages some of our investments in the General Operating and 

Program-Related Investment Funds. Our investments include marketable securities issued or guaranteed 

by the U.S. government. We determine and record fair value based on quoted market prices as of 

June 30, 2021 and 2020.  

 

Investments in the Bond Fund at June 30, 2021, and June 30, 2020 were short term repurchase 

agreements. For additional information regarding investments, see Note 3. 

 

  



 
 

Washington State Housing Finance Commission 
Notes to Financial Statements 

 

 

19 

Note 2 – Summary of Significant Accounting Policies (continued) 

 

Mortgage-backed securities – Mortgage-backed securities are presented at their fair value based on 

quoted market prices as of June 30, 2021 and 2020. 

 

Mortgage loans – Mortgage loans are stated at their unpaid principal balance. 

 

Provision for loan losses – The provision for loan losses is estimated for each fund. 

 

General Operating Fund – Most fees in the General Operating Fund are billed and collected in 

advance, so no provision for loss is deemed to be necessary. 

 

Program-Related Investments – We estimate losses on our loans in Program-Related Investments 

based on its past loan loss experience, known and inherent risks in the portfolio and current economic 

conditions. The allowance for loan losses is increased by charges to expense and decreased by 

charge-offs (net of recoveries). The loan loss reserve was $13,509,206 and $12,902,133 as of 

June 30, 2021 and 2020, respectively. No provision for loss is made on loan balances funded by 

partner investments because the Commission does not guarantee return of those investments. 

 

Bond Fund – We purchase MBSs with the proceeds of non-recourse revenue bonds payable solely 

from the assets specifically pledged under the trust indenture for the bonds. No assets of the 

Commission, other than those assets held under such trust indentures, are pledged to the payment of 

the bonds. We do not reserve for loan loss provisions because the assets held by all the outstanding 

Single-family Homeownership Program indentures are MBSs guaranteed by Fannie Mae, Ginnie Mae, 

or Freddie Mac. 

 

Other assets – Furniture, fixtures, equipment and leasehold improvements are accounted for in the 

General Operating Fund and are stated at cost, less accumulated depreciation and amortization. Our 

policy is to capitalize assets with a cost of $5,000 or more. Depreciation and amortization are charged to 

current operations on the straight-line method over the estimated useful lives of the assets, generally 

between three and ten years. See Note 5 for additional information concerning furniture, fixtures and 

equipment. 

 

Unearned revenue – Unearned revenue represents the unearned portion of the Commission’s bond 

fees, tax credit reservation fees, and compliance monitoring fees that are received in advance. We record 

these fees when earned as other fee income on the statement of revenues, expenses and changes in net 

position. 
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Note 2 – Summary of Significant Accounting Policies (continued) 

 

Interfund transfers and balances for single-family program liquidity management – Interfund 

transfers may be completed for short-term program purposes and are considered loans to and from the 

impacted funds.  At fiscal year-end, we record any balance as an interfund loan in the corresponding fund. 

 

During the fiscal years ending June 30, 2021, and June 30, 2020, the Commission supported its Home 

Advantage program’s Master Servicer by purchasing and holding certain loans for a short time until 

pooled into MBSs. Resources used from the Single-Family Program fund and the PRI were in excess of 

those needed for program purposes. Balances remaining outstanding are as follows: 

 

 
Deferred outflow and inflow of resources – Deferred outflows of resources represent consumption of 

resources that are applicable to future reporting periods and deferred inflows of resources represent 

acquisition of resources that are applicable to future reporting periods. Deferred outflow of resources 

represents the year-end estimated fair value of the Commission’s derivative instruments as of June 30 

and the value of pension and OPEB contributions made during the fiscal year, which is after the liability 

measurement date. The difference between actuarial projected and actual earnings on pension plan 

assets are represented as deferred outflows (inflows) of resources. For additional information regarding 

the derivative, see Note 6 and regarding pension liability, OPEB and the related deferred outflows and 

inflows of resources, see Note 8. 

 

Pensions – For purposes of measuring the net pension liability, deferred outflows of resources and 

deferred inflows of resources related to pensions, and pension expense, and information about the 

fiduciary net position of the Public Employees’ Retirement System (PERS) of the State of Washington 

and additions to or deductions from PERS’s fiduciary net position have been determined on the same 

basis as PERS reports them. 

 

Other postemployment benefits – For purposes of measuring the OPEB Liability, deferred outflows of 

resources and deferred inflows of resources, and expense related to OPEB, and information about any 

changes in the liability have been determined on the same basis as reported by the Office of Financial 

Management (OFM) of the State of Washington.  

 

  



 
 

Washington State Housing Finance Commission 
Notes to Financial Statements 

 

 

21 

Note 2 – Summary of Significant Accounting Policies (continued) 

 

Conduit bonds – Conduit bonds are defined as debt instruments where: 

 

1. The Commission, as the issuer, is joined by an unrelated third-party obligor, and a debt holder or 

trustee. 

2. The debt obligation is neither a parity bond of the Commission nor is it cross collateralized with other 

debt of the Commission. 

3. Debt proceeds are intended for and received by a party other than the Commission or the third-party 

obligor; and 

4. The Commission is not primarily obligated for the debt service payments.  

 

Prior to bond issuance the Commission determines if the bond meets this definition. Bonds issued that 

meet the definition of a conduit bond are reportable in note disclosure (see Note 6).  

 

The assets, liabilities and related activities of all other bonds are included in our financial statements.  

 

Bonds payable – Current interest serial and term bonds are stated at their principal amounts 

outstanding, net of unamortized bond premium and discount, if any. Certain bonds are variable rate 

bonds remarketed on a periodic basis and are subject to market rate fluctuation. 

 

Unamortized bond premium and unamortized bond discount – Unamortized bond premium and 

unamortized bond discounts are amortized using the bonds outstanding method. 

 

Bond issuance costs – Bond issuance costs, including underwriter’s fees, are expensed at issuance. 

 

Compensated absences – Permanent employees of the Commission earn annual leave, sick leave and 

may earn compensatory leave or exchange time. Annual leave is earned based on length of service, and 

an employee may accumulate a maximum of 240 hours. An employee receives compensation for their 

unused annual leave upon termination. Employees earn eight hours of sick leave per month. Employees 

receive 25% of the value of accrued sick leave upon retirement or death. Non-exempt work period 

employees earn compensatory time at the rate of time-and-one-half for more than 40 hours worked in a 

week, with a maximum accrual of 240 hours. Employees classified as exempt work period employees 

may earn exchange time for actual time worked beyond their work schedule, up to a maximum of 174 

hours. Upon separation or transfer to another agency, the employee may use accumulated, authorized 

compensatory time to postpone his/her cessation of employment. In consideration of these factors, the 

Commission accrues all costs associated with compensated absences and 25% of sick leave, including 

an allowance for payroll taxes. 

 

Net position – We classify net position into three components: 

 

Restricted net position has constraints placed on use by external parties such as creditors, grants, 

laws or regulations. 

 

Net investment in capital assets consists of capital assets, net of accumulated depreciation. We do not 

hold any debt related to capital assets. 

 

Unrestricted net position consists of the remaining assets and liabilities. 
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Note 2 – Summary of Significant Accounting Policies (continued) 

 

Revenue recognition – We recognize revenue on an accrual basis. The primary source of our revenue is 

fee income generated on our program activities. We earn fees on bond issues, compliance monitoring, 

and the sale of MBSs originated in the Home Advantage Program. We record these as fee income on the 

statement of revenues, expenses and changes in net position and allocate them to the Bond Fund, 

General Operating Fund, and Program-Related Investments. Fee income by category for the years ended 

June 30: 

 

 
 

In addition, we earn interest on mortgage loans outstanding, MBSs and other investments.  

 

Income taxes – The Commission, as an instrumentality of the state of Washington, is exempt from 

federal and state income taxes. Accordingly, no provision for income taxes is necessary. 

 

Arbitrage rebate – We utilize an independent valuation specialist to calculate arbitrage earnings. We 

accrue any liability and make required payments to the United States Department of the Treasury. 

 

Use of estimates – The preparation of the statements in accordance with accounting principles generally 

accepted in the United States of America requires management to make estimates and assumptions that 

affect amounts reported in the financial statements. We use estimates in determining the allowance for 

doubtful accounts, valuation of certain investments, valuation of interest rate swap, arbitrage rebate 

liability, loan loss provisions, accrued sick leave and other contingencies. Actual results may differ from 

those estimates. 

 

Risks and uncertainties – We are authorized to invest in securities and loans that are exposed to 

interest rate, market, credit and/or other risks. It is possible that changes in the values of these assets will 

occur in the near term, and those changes could subsequently affect the amounts reported in the 

statement of net position. 

 

Adoption of a new accounting pronouncement – In May 2019, GASB issued Statement No. 91, 

Conduit Debt Obligations. The statement defines conduit debt obligations and establishes standards for 

the reporting and disclosure for issuers. The statement is intended to improve financial reporting by 

standardizing presentation of conduit debt by issuers and limits reporting on conduit debt obligations to 

note disclosure except where the issuer has made an additional commitment to support debt service 

payments and it is more likely than not that the issuer will actually provide any such support. The impact 

of this statement requires removal of the Commission’s conduit debt and related activities from the 

financial statements, limiting such reporting to note disclosure.  Because the Single Family and 

Homeownership Bond Programs do not meet the definition of conduit bonds, the debt and related 

activities of these programs continue to be included in the financial statements. 
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Note 3 – Cash, Cash Equivalents, and Investments 

 

General operating and program-related investment funds 

 

Cash and cash equivalents – External entities hold our deposits, exposing them to custodial credit risk, 

meaning that if an institution fails, we might lose the funds. We minimize this risk by limiting deposits to 

those entirely covered by the Federal Depository Insurance Corporation (FDIC) or by collateral held in a 

multiple financial institution collateral pool administered by the Washington Public Deposit Protection 

Commission (PDPC). As of June 30, 2021 and 2020, cash deposits held by the General Operating Fund 

met these requirements. 

 

We hold most of our deposits in money market funds or in the Local Government Investment Pool 

operated by the State Treasurer pursuant to RCW 43.250 in which we are a voluntary participant. We 

report amortized cost on these funds. 

 

Cash and cash equivalents by institution at June 30: 

 

 
 

Investments 

 

While RCW 43.180.080(5) grants us the authority to invest our funds, it provides no investment guidelines 

or restrictions. The State law limits the type and character of investment of “public funds.” Considering our 

authorizing legislation, Washington State court decisions, and the sources of our dedicated funds, we find 

that the investment limitations on public funds do not apply to us. However, as a matter of policy, we 

currently invest our dedicated funds in a manner generally consistent with the investment limitations on 

public funds. To minimize our exposure to credit risk, we have adopted an investment policy that limits 

investments, summarized as follows. 
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Note 3 – Cash, Cash Equivalents, and Investments (continued) 

 

The Commission may invest in non-governmental investments, including certificates of deposit, banker’s 

acceptances, and repurchase agreements. In addition, the following governmental investments are 

eligible: 

 

1. Treasury bills, notes, and other obligations issued by the United States Department of the Treasury 

and backed by the full faith and credit of the U.S. government. 

 

2. Federal Home Loan Bank notes and bonds. 

 

3. Federal Land Bank bonds. 

 

4. Federal National Mortgage Association notes, debentures, and guaranteed certificates of 

participation. 

 

5. The obligations of certain government-sponsored entities whose obligations are eligible as collateral 

for advances to member banks as determined by the Board of Governors of the Federal Reserve 

System. 

 

6. Shares of mutual funds with portfolios consisting of only U.S. government bonds or U.S. government 

guaranteed bonds issued by federal agencies with average maturities of less than four years. 

 

Investments are managed to this policy through an agreement with Nuveen Asset Management.  

 

Custodial credit risk is the risk that we could not recover the value of our investments or collateral security 

if a depository institution or counterparty fails. We manage this risk by prequalifying institutions that we 

use to place investments. As of June 30, 2021 and 2020, investment securities were registered and held 

in our custodian agent’s name. 

 

Credit risk – Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill their 

obligations. We manage this risk by limiting investments to those permitted in our investment policies, 

diversifying the investment portfolio, and prequalifying the institutions where we place the investments. 
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Note 3 – Cash, Cash Equivalents, and Investments (continued) 

 

Concentration of credit risk – Concentration of credit risk is the risk of loss attributed to the magnitude 

of our investment in a single issuer. Our policy limits the investment in any single institution (except for 

United States Government Securities) to no more than 20% of the portfolio.  

 

 
Interest rate risk is the risk that changes in interest rates over time will adversely affect the fair value of an 

investment. Examining the maturities of our investment securities, listed in the following table, can reveal 

information about interest rate risk.  
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Note 3 – Cash, Cash Equivalents, and Investments (continued) 

 

Investment securities – bond funds 

 

Single-Family Homeownership Program – The Single-family program indentures require that 

investments be made with proper regard for the preservation of principal and with maturities that 

provide sufficient liquidity to meet obligations. During the fiscal years ending June 30, 2021 and 2020, 

investments held in the Single-family program indentures included non-purpose MBSs and short-term 

repurchase agreements. 

 

US agencies – During the year, the Commission invests available Single-Family bond fund reserves 

by purchasing MBSs originated through its Single-Family Homeownership programs in advance of 

issuing bonds. These investments are recorded at fair market value, however no Non-Purpose MBSs 

were held at June 30, 2021 or June 30, 2020.  

 

Short-term repurchase agreements – In December 2017, the Commission entered into a Mortgage 

Loan purchase and sale agreement (ML Liquidity Repurchase Agreement) with our Master Servicer, 

Idaho Housing & Finance Association (IHFA), to provide funds to the Master Servicer to purchase 

approved mortgage loans originated under our Home Advantage program. The purpose of this 

agreement is to promote the continued success of the program by assuring timely purchase of 

qualified mortgage loans. We intend to hold such loans less than 90 days.  

 

 
Multifamily Housing Program – Cash and Cash equivalents of $175.9 million and $63.6 million held at 

June 30, 2021 and June 30, 2020 respectively, consist of funds representing collateral for a line of credit 

supporting our Multifamily Recycling program. This collateral is directed by the line of credit agreement to 

be held in an account within the Local Government Investment Pool operated by the State Treasurer 

pursuant to RCW 43.250.  
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Note 4 – Mortgage-Backed Securities 

 

The Commission uses the proceeds of its Single-family Homeownership Program bonds to purchase 

mortgage-backed securities. Ginnie Mae, Fannie Mae or Freddie Mac, backed by the full faith and credit 

of the U.S. government, guarantee the payment of principal and interest on the MBSs.  

 

For the fiscal year ended June 30, 2021, the net decrease in fair market value from that of the prior year-

end based upon quoted market prices was $10,452,926 and for the fiscal year ended June 30, 2020, the 

net increase in fair market value from that of the prior year-end based upon quoted market prices was 

$24,764,879. The following table shows the sources of the gains and losses on MBSs on the statements 

of revenue, expenses, and changes in net position for 2021 and 2020 by program. 

 

 
Cumulative unrealized gains at June 30, 2021 and 2020, were $33,312,653 and $43,765,579, 

respectively, and are included in the balance of MBSs on the statement of net position. 

 

 

Note 5 – Furniture, Fixtures and Equipment 

 

Furniture, fixtures and equipment as shown below at June 30, 2021 and 2020, are included in prepaid 

fees and other on the statements of net position.  
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Note 6 – Bonds and Notes Payable 

 

Single-family mortgage revenue bonds issued by the Commission are limited obligations payable solely 

from and secured by a pledge of the MBSs (including any insurance payments made with respect 

thereto), restricted investments, undisbursed bond proceeds and the earnings thereon held under the 

indenture or financing agreement authorizing the bonds. 

 

Default on our single-family mortgage revenue bonds, including failure to provide punctual payment of the 

principal amount or any interest installment due, could result in the principal and accrued interest of the 

outstanding bonds becoming due in full, providing the Trustee receives written consent of at least 25% of 

the bond owners prior to so declaring.  

 

As of June 30, 2021, we had outstanding bonds of $554.5 million bearing interest varying in rates as 

listed below: 

 

 
In addition to the Single-family mortgage revenue bonds the Commission has issued bonds that meet the 

definition of conduit debt obligations. The proceeds are used by private sector borrowers for the 

acquisition, construction and rehabilitation of affordable multifamily housing and nonprofit facilities. We 

have not extended any additional commitments for the debt service payments of the bonds beyond the 

collateral and the payments on the underlying mortgage or promissory notes and maintenance of the tax-

exempt status of the conduit debt obligations. As of June 30, 2021, and June 30, 2020, the conduit bonds 

have an aggregate outstanding principal amount payable of $6.4 billion and $6.1 billion, respectively, 

none of which was recognized as a liability by the Commission. 

 

Municipal Certificates 2021-1 Series A and Series X (the Certificates) of $571,961,262 were issued May 

20, 2021 in a Fixed Income Trust to replace a single note-holding beneficiary of several of the 

Commission’s multifamily bond transactions (the Bond Transactions) with multiple investors (the 

Certificate holders).  The Bond Transactions did not change, and borrowers remain obligated to make all 

payments under such notes.  All assets in each of the Bond Transaction’s trust estate are pledged to and 

pass through to the Certificate holders as the full and complete payment of their investment.  The Bond 

Transactions are included in the Commission’s conduit debt outstanding, however, to prevent duplication, 

the Certificates are not again included in the Commission’s conduit debt outstanding. 
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Note 6 – Bonds and Notes Payable (continued) 

Derivative instruments – interest rate swaps 

 

Single-Family Homeownership Program – The Commission has entered into interest rate swap 

agreements (“swaps”) in connection with issuing variable rate mortgage revenue bonds. The swaps are 

intended to create debt with synthetic interest rates lower than would have been attainable from long-term 

fixed rate bonds to achieve our goal of lending to low- and moderate-income first-time homebuyers at 

below market, fixed interest rates. The swaps are hedging derivative instruments. Additional information, 

including the fair market value of each swap, is listed below. 

 

Note 6 – Bonds and Notes Payable (continued) 

 

Using rates as of June 30, 2021, debt service requirements of the outstanding variable rate debt and 

associated net swap payments, assuming current interest rates remain the same for their term, are as 

follows. As rates change, variable rate bond interest payments and net swap payments will vary. 

 

 
The terms and counterparty credit ratings of the outstanding swaps as of June 30, 2021, are shown 

below. The notional amounts of the swaps match principal amounts of the associated debt as of June 30, 

2021. The notional amounts are expected to approximately follow scheduled or anticipated reductions in 

the principal amounts of the associated debt. 

 

 
Our swap advisor estimated the fair values presented in the preceding table. They approximate the 

termination payments that would have been due had we terminated them as of June 30, 2021. A negative 

fair value represents the estimated amount payable by the Commission had we terminated the swaps on 

June 30, 2021. The interest rate swaps do not have an observable market; therefore, the fair value 

classification is a Level 3 input. 

 

The variable debt maturity for the 2016 VR-1N issue exceeds that of the swaps by a range of 25 to 25.5 

years. After the swaps terminate, we may not obtain subsequent interest rate agreements that limit 

interest at or below these levels.  
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The International Swap Dealers Association Master Agreement is the model for our swap agreements. 

They include standard termination events by either party if the other party fails to perform under the terms 

of the contract. Upon termination, a payment is due to one party irrespective of causality based upon the 

market value of the swap. We have termination risk if we become liable for termination payments to the 

counterparty or if we cannot find a replacement to the swaps under favorable financial terms. Our swap 

contracts reduce this risk by limiting the counterparty’s ability to terminate due to the following 

Commission actions or events: payment defaults, other defaults that remain uncured for 30 days after 

notice, bankruptcy, and insolvency. 
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Note 6 – Bonds and Notes Payable (continued) 

 

The terms of the swaps expose us to credit risk with the counterparties on a termination event. The swap 

agreements contain collateral requirements based upon counterparty credit ratings and the fair value of 

the swaps. These bi-lateral requirements are established to mitigate potential credit risk exposure. There 

are no collateral requirements as of June 30, 2021 and 2020. 

 

The Commission may incur amortization risk because we may receive prepayments from the mortgage 

loans portfolio that cannot be used to call other bonds of the same Series or to cross-call into other 

Series. The flexibility of our operating policy and other series of bonds, as well as the use of Planned 

Amortization Class (PAC) Bonds for restricted principal payments, minimizes this risk. Additionally, we 

may terminate the swaps at market value at any time. 

 

The Commission bears basis risk, the risk that the variable interest payments on our bonds will not equal 

the variable interest receipts from our swaps. Basis risk exists because we pay a variable rate on its 

bonds based on a weekly remarketing rate or indexed rate provided by the calculation agent, while we 

receive a variable rate based upon the weekly SIFMA rate, plus a spread, where applicable, as shown in 

the preceding table. Basis risk will vary over time due to inter-market conditions. As of June 30, 2021, the 

interest rate on our variable rate debt with swaps was 0.03% (2016 VR-1N) and 0.58% (2018 1N-MM) per 

annum while the variable interest rate on the corresponding swaps was 0.03% per annum (SIFMA at 

June 30, 2021). We considered the risk when structuring the related bonds and determined it was within 

acceptable tolerance levels. 

 

A change in the tax code could fundamentally alter the long-term historical relationship between taxable 

and tax-exempt short-term interest rates, changing the Commission’s receipts under its swap contracts. 

We determined that it was not economically feasible to transfer this tax risk to the swap counterparties. 
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Note 6 – Bonds and Notes Payable (continued) 

 

Bond refunding 

 

The Commission refunds bonds on a current basis. Current refundings result from redemption of the prior 

bonds within 90 days of the issuance of the new, refunding bonds. During the fiscal year ended June 30 

2021, we refunded two series of bonds reducing debt service by $26.4 million and resulting in an 

economic gain of $17.4 million as shown in the following table: 

 

 
During the fiscal year ended June 30, 2020, we refunded two series of bonds reducing debt service by 

$10.3 million and resulting in an economic gain of $5.7 million as shown in the following table:  
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Note 6 – Bonds and Notes Payable (continued) 

 

Future principal and interest payments and bonds outstanding – Bonds mature in varying amounts 

through 2051 based on their scheduled terms. However, some may be refinanced or redeemed early. As 

of June 30, 2021, future principal and interest requirements are as follows: 

 

 
Changes in bonds outstanding during the fiscal year ended June 30, 2021, are summarized in the 

following table: 

 

 
Warehouse facility 

 

During the fiscal year ending June 30, 2019, we entered into a repurchase agreement with PlainsCapital 

Bank to purchase a 100% interest in eligible mortgage loans held by the Commission. This agreement 

allows us to access short term funds of up to $40 million, to meet the liquidity needs in support of our 

temporary investments in Home Advantage mortgage loans, held in the Single Family program bond 

fund. This credit agreement is collateralized by the underlying mortgage loans. Failure of the Commission 

to make required payments timely could result in immediate demand for payment, our loss of ownership 

of the underlying collateral and suspension of the agreement. Activity and balances for the fiscal years 

ending June 30, 2021 and 2020 are summarized in the following table: 
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Note 6 – Bonds and Notes Payable (continued) 

 

Line of Credit facility 

 

During the fiscal year ending June 30, 2020, the Commission entered into a revolving loan and security 

agreement ("Line of Credit") with a private lender. Draws on the line are used to make qualified bond 

redemptions and are fully collateralized by bond prepayments received and deposited into a Local 

Government Investment Pool account established for this purpose. The line is repaid with proceeds from 

new bonds issued in conduit programs using recycled volume cap. An equal amount of monies on deposit 

are provided to the new bond borrower. Failure of the Commission to make required payments timely 

could result in immediate demand for payment, our loss of ownership of the collateral, loss of the 

recyclable volume cap preserved, and suspension of the agreement. Draws made during the year totaled 

$126,100,983 while repayments were $13,772,207, leaving a balance outstanding as of June 30, 2021 of 

$175,939,267. 

 

 

Note 7 – Commitments 

 

Mortgage loans – The Commission has committed to purchase mortgage loans to the extent qualified 

loans are available under our Single Family programs currently in the acquisition phase. Our 

commitments as of June 30, 2021, totaled $63,309,931. 

 

Operating lease – The Commission has a lease commitment for office space on a long-term basis. 

Lease expense for the office space for the fiscal years ended June 30, 2021 and 2020, was $741,882 and 

$743,880, respectively. The Commission’s existing lease commitment expired on June 30, 2021. We 

entered a new Commitment on December 9, 2020 for the period covering July 1, 2021 through June 30, 

2024, with minimum lease payments due of $910,490 

 

Lines of credit – On April 22, 2013, the Commission agreed to provide Impact Capital, a Community 

Development Financial Institution, a revolving liquidity loan, with an amount not to exceed $2 million. We 

renewed the agreement in October 2017 increasing the maximum to $5 million. There was no balance 

outstanding as of June 30, 2021. The balance outstanding as of June 30, 2020 was $1,000,000 

 

 

Note 8 – Employee Benefit Plans 

 

Deferred compensation plan – The State offers its employees a deferred compensation plan created in 

accordance with Internal Revenue Code Section 457. The plan permits our employees to defer a portion 

of their salaries until future years. The State pays the deferred compensation to employees upon 

termination, retirement, death, or unforeseeable emergency. We record the funds as salary expense 

when paid to the State; therefore, neither an asset nor liability is recorded on our financial statements. 
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Note 8 – Employee Benefit Plans (continued) 

 

Retirement (pension) plan – The Commission’s employees participate in the Public Employees’ 

Retirement System (PERS) of the State. PERS, established by the legislature in 1947, is a cost-sharing 

multiple-employer retirement system. Membership in the system includes elected officials; state 

employees; employees of the Supreme, Appeals and Superior Courts; employees of legislative 

committees; community colleges, college and university employees not in national higher education 

retirement programs such as TIAA/CREF; judges of district and municipal courts; noncertified employees 

of school districts, and employees of local government. Approximately 50.6% of PERS salaries are from 

State employment. Our employees are eligible to participate in Plans 2 and 3. Plan 2 is a defined benefit 

plan. Plan 3 includes defined benefit and defined contribution components. Each employee is responsible 

for their plan selection.  

 

Commission employees may retire at the age of 65 with five years of service or at age 55 with 20 years of 

service. The employee’s retirement benefit is the product of three factors, the PERS plan percentage 

(Plan 2, 2%, Plan 3, 1%), average final compensation (the greatest compensation during any consecutive 

60-month period) and years of service. Retirement benefits taken before age 65 are actuarially reduced. 

A cost-of-living allowance on the benefit is added, based on the Seattle Consumer Price Index, capped at 

3% annually. PERS Plans 2 and 3 benefits include duty and non-duty disability payments and a one-time 

duty-related death benefit. 

 

A combination of investment earnings and employer and employee contributions finance PERS 

retirement. Employee contributions accrue interest at a rate specified by the Department of Retirement 

Services (DRS). The DRS-established rate of interest on employee contributions was 5.5%, compounded 

quarterly. Retirement benefit provisions are established in State statutes and may be amended only by 

the State legislature. An employee can withdraw their total contributions and interest earnings upon their 

termination. PERS defined benefits are vested after an employee completes five years of eligible service 

for Plan 2 participants. For PERS plan 3 participants, defined benefits are vested after ten years of 

eligible service or after five years if twelve months of that service are earned after age 44. 

 

Each biennium the legislature establishes employer and employee contribution rates. The Office of the 

State Actuary determines the contribution requirements to fully fund the plan in accordance with chapters 

RCW 41.40 and 41.45. All employers are required to contribute at the level established by the legislature. 

PERS Plan 1 accepts no new enrollments, and no Commission employees participate in the plan. 

However, the employer rate for participants in Plans 2 and 3 includes a component to address the PERS 

Plan 1 unfunded, actuarial accrued liability. 
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Note 8 – Employee Benefit Plans (continued) 

 

The Commission and employee required contribution rates and amounts to the pension plan for the fiscal 

years 2021 and 2020 are:  

 

 
Detailed information about the pension plan’s fiduciary net position is available in the separately issued 

DRS financial statements, which are available from: 

 

Washington State Department of Retirement Systems 

PO Box 48380 

Olympia, WA 98504-8380 

www.drs.wa.gov 

 

The DRS retirement plans are accounted for in pension trust funds using the flow of economic-resources-

measurement focus and the accrual basis of accounting. Employer contributions to each plan are 

recognized when due and the employer has made a formal commitment to provide the contributions. 

Benefits and refunds are recognized when due and payable in accordance with the terms of each plan. 

DRS reports investments held by the plans at fair value. As of the most recent period available, fiscal year 

ended June 30, 2020, DRS reports a total net pension liability for Plan 1 of $3.5 billion, and a total net 

pension liability for Plan 2 and 3 of $1.3 billion.  

 

At June 30, 2021, the Commission recognized its proportionate share of the net pension liabilities of 

Plan 1 and Plans 2 and 3 of $1,646,824 and $820,030 respectively and included them in accounts 

payable and other liabilities within the General Operating Fund. The net pension liability was measured as 

of June 30, 2020, and the total pension liability used to calculate the net pension liability was determined 

by an actuarial valuation as of June 30, 2019, rolled forward to June 30, 2020. Plan liabilities were rolled 

forward using each plan’s normal cost (using the entry-age cost method), assumed interest and actual 

benefit payments. The Commission’s proportion of net pension liability was based upon its contributions 

in relation to all other employer and non-employer contributions to the plan. The Commission’s 

proportions used for measurement of its obligations as of June 30, 2021 and 2020, were: 

 

 
The change in Commission proportions was determined to be immaterial, therefore a deferral of the 

impact of the change was not recognized. 

Note 8 – Employee Benefit Plans (continued) 

 

http://www.drs.wa.gov/
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For the years ended June 30, 2021 and 2020, the Commission recognized pension expense of $139,530 

and $321,290, respectively. For those years, we recognized deferred outflows and inflows of resources 

related to pension obligations from the following sources: 

 

 

 
The $897,546 reported as deferred outflows of resources related to pensions resulting from the 

Commission’s contributions subsequent to the measurement date will be recognized as a reduction of the 

net pension liability in the year ended June 30, 2021.  
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Note 8 – Employee Benefit Plans (continued) 

 

Other amounts reported as deferred inflows and outflows of resources related to pensions will be 

recognized in pension expense as follows for years ending June 30: 

 

 
The total pension liability in the June 30, 2019, actuarial valuation which was rolled forward to June 30, 

2020, was determined using the following actuarial assumptions. 

 

 
Mortality rates were based on the Society of Actuaries’ Publication H-2010 mortality rates, and vary by 

member status (active, retiree, or survivor). The Office of State Actuary applied age offsets for each 

system and recognized future improvements in mortality by applying the long-term MP-2017 generational 

improvement scale. Mortality rates are applied on a generational basis; meaning, each member is 

assumed to receive additional mortality improvements in each future year through his or her lifetime. 

 

The long-term expected rate of return on pension plan investments was determined using a building-block 

method. The Washington State Investment Board (WSIB) used a best estimate of expected future rates  

of return (expected returns, net of pension plan investment expense, including inflation) to develop each 

major asset class. Those expected returns make up one component of the WSIB’s Capital Market 

Assumptions (CMAs). WSIB uses the CMAs and their target asset allocations to simulate future 

investment returns at various future times. The long-term expected rate of return of 7.4% approximately 

equals the median of the simulated investment returns over a 50-year time horizon, adjusted to remove or 

dampen any short-term changes to WSIB’s CMAs that aren’t expected over the entire 50-year 

measurement period.  

 

Note 8 – Employee Benefit Plans (continued) 

 

The target allocation and best estimates of arithmetic real rates of return for each major asset class (as of 

PERS year-end June 30, 2020), including an inflation component of 2.20%, are summarized in the 

following table: 
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The discount rate used to measure the total pension liability was 7.40%. The rate was determined by 

completing an asset sufficiency test on whether the pension plan’s fiduciary net position was sufficient to 

make all projected future benefit payments of current plan members.  

 

Consistent with current law, the asset sufficiency test included an assumed 7.40% long-term discount rate 

to determine funding liabilities for calculation of future contribution rate requirements. Consistent with the 

long-term expected rate of return, a 7.40% future investment rate of return on investment assets was 

assumed for the test. Contributions from plan members and employers are assumed to continue at 

contractually required rates. Based upon those assumptions, the pension plan’s fiduciary net position was 

projected to be available to make all projected future benefit payments of current plan members. 

Therefore, the long-term expected rate of return of 7.40% was used to determine the total liability.  

 

The following presents the Commission’s proportionate share of the net pension liability calculated using 

the discount rate of 7.40% as well as what the proportionate share of the net pension liability would be if it 

were calculated using a discount rate that is one percentage point lower (6.40%) or one percentage point 

higher (8.40%) than the current rate: 
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Note 8 – Employee Benefit Plans (continued) 

 

Other postemployment benefit plan 

 

Commission employees are eligible to participate in the single employer defined benefit other 

postemployment benefit (OPEB) plan administered by the State Health Care Authority (HCA). The plan, 

as authorized through RCW 41.05.065, is designed by the Public Employee Benefits Board (PEBB), 

created within HCA, and determines the terms and conditions of employee and retired employee 

participation and coverage, including eligibility criteria. The PEBB OPEB plan benefits are provided in 

accordance with a substantive plan rather than a formalized contract or plan document and, as such, rely 

on communication of the plan terms by HCA with employers and plan members as well as the historical 

practice of plan cost sharing by employers. 

 

The PEBB OPEB plan is funded by monthly contributions with amounts established by the Legislature as 

a part of the biennium budget process. For both the 2020 and 2019 fiscal years this monthly amount was 

$168 per employee. There are no plan assets, rather the monthly contributions are used to pay for current 

benefits provided. The plan does not issue a publicly available financial report. 

 

The PEBB retiree OPEB plan is available to employees eligible for retirement electing to continue 

coverage and pay the administratively established health insurance premiums at the time they retire 

under the provisions of the retirement plan to which they belong. 

 

Per RCW 41.05.022, retirees who are not yet eligible for Medicare benefits may continue participation in 

the state’s non-Medicare community-rated health insurance risk pool on a self-pay basis. Retirees in this 

risk pool receive an implicit subsidy because the retired members pay a premium based on the claims 

experience for active employees and other non-Medicare retirees. The subsidy is valued using the 

difference between the age-based claims costs and the premium.  

 

Retirees who are enrolled in both Parts A and B of Medicare may participate in the state’s Medicare 

community-rated health insurance risk pool. Medicare retirees receive an explicit subsidy from the 

reduced premiums. The explicit subsidy is established through an annual recommendation by the HCA 

administrator which is included in the Governor’s budget with the final amount approved by the state 

Legislature. In calendar year 2020, the explicit subsidy was up to $183 per enrollee member per month  

and will remain at $183 in calendar year 2021. 

 

OPEB implicit and explicit subsidies as well as administrative costs are funded by the required 

contributions participating employers make. The Commission is required to make monthly contributions 

on behalf of all active, health care eligible employees (headcount), regardless of enrollment status. The 

allocation method used by the state to determine our proportionate share of the OPEB related liabilities, 

deferred inflows, deferred outflows, and expense is the percentage of our headcount as a percentage of 

the state’s total headcount. 
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Note 8 – Employee Benefit Plans (continued) 

 

This same method is used to determine the transactions subsequent to the measurement date, 

specifically the retiree portion of premium payments made by agencies on behalf of active, health care 

eligible employees between the measurement date of June 30, 2020, and the reporting date of June 30, 

2021. The portion of health care premiums attributed to retirees for both explicit and implicit subsidies is 

taken from the Fiscal Year 2021 4th Quarter Update in the PEBB Financial Projection Model (PFPM) from 

the State Health Care Authority. 

 

Additional information will be included in the Washington State 2021 Annual Comprehensive Financial 

Report on OFM’s website (www.ofm.wa.gov/accounting/financial-audit-reports/comprehensive-annual-

financial-report). Additional information on health care trend rates and other actuarial date is available on 

the Office of the State Actuary’s website (leg.wa.gov/osa).  

 

For fiscal years ending June 30, 2021 and June 30, 2020, HCA reports total OPEB liability of $6.1 billion 

and $5.8 billion, respectively. At June 30, 2021, the Commission recognized its proportionate share of the 

OPEB liability of $3,439,368, which is included in accounts payable and other liabilities within the General 

Operating Fund. The OPEB liability was measured as of June 30, 2020, and the total liability used to 

calculate the OPEB liability was determined by an actuarial valuation as of June 30, 2020. The 

Commission’s proportion was based upon our headcount in relation to the headcount of all state 

employees at the same date resulting in allocations of 0.0568% and 0.0598% used for the measurement 

of its obligations as of June 30, 2021 and 2020, a decrease between years of 0.003%. The impact of this 

change is included in the related deferred inflows and outflows of resources and amortized over nine 

years, which is equal to the average expected remaining service lives of all active and inactive members. 

 

As of June 30, 2021, components of the change in of our proportionate share of the total OPEB liability 

are as follows: 
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Note 8 – Employee Benefit Plans (continued) 

 

For the years ended June 30, 2021 and 2020, the Commission recognized OPEB expense of $22,934 

and $156,022, respectively. For those years recognized deferred outflows and inflows of resources 

related to the net OPEB liability from the following sources: 

 

 

 
The $60,496 reported as deferred outflows resulting from transactions subsequent to the measurement 

date will be recognized as a reduction in the OPEB liability in the year ended June 30, 2021.  

 

Other amounts reported as deferred inflows and deferred outlfows of resources will be recognized as 

OPEB expense in subsequent years as follows: 
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Note 8 – Employee Benefit Plans (continued) 

 

The total OPEB liability in the June 30, 2020, was determined using the following actuarial assumptions. 

 

 
Mortality rates were based on the Society of Actuaries’ Publication H-2010 mortality rates, and vary by 

member status (active, retiree, or survivor). The Office of State Actuary applied age offsets for each 

system and recognized future improvements in mortality by applying the long-term MP-2017 generational 

improvement scale. Mortality rates are applied on a generational basis; meaning, each member is 

assumed to receive additional mortality improvements in each future year through his or her lifetime. 

 

Most demographic actuarial assumptions, including mortality and when members are expected to 

terminate and retire, were based upon the results of the 2013-2018 Demographic Experience Study 

Report. The post-retirement participation percentages and percentage with spouse coverage were 

reviewed in 2017. Economic assumptions, including inflation and salary increases, were based on the 

results of the 2019 Report on Financial Condition and Economic Experience Study.  

 

Because the OPEB benefits are funded on a pay-as-you-go basis, the discount rate used to measure the 

OPEB liability was set equal to the Bond Buyer General Obligation 20-Bond Municipal Bond Index, which 

was 2.21% for the June 30, 2020, measurement date. 

 

The following represents the Commission’s proportionate share of the OPEB liability calculated using the 

discount rate of 2.21% as well as what the proportionate share of the OPEB liability would be if it were 

calculated using a discount rate that is one percentage point lower (1.21%) or one percentage point 

higher (3.21%) than the current rate: 
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Note 8 – Employee Benefit Plans (continued) 

 

The table below represents the Commission’s proportionate share of the OPEB liability calculated using 

the health care trend rates range of 2-11% percent reaching an ultimate range of 4.3%, as well as what 

our proportionate share of the total OPEB liability would be if it were calculated using health care trend 

rates that were one percentage point lower (1-10%) or one percentage point higher (3-12%) than the 

current rate: 

 

 
 

Note 9 – Risk Management 

 

The Commission is subject to various risks of loss related to torts; theft of, damage to, and destruction of 

assets; errors and omissions; natural disasters and acts of terrorism for which we carry commercial 

insurance. As of June 30, 2021, there were no known asserted or unasserted claims or judgments 

against the Commission. 

 

The Commission may be subject to various threatened or pending legal actions, contingencies, and 

commitments in the normal course of conducting its business. We provide for costs or income related to a 

settlement of these matters when a loss or gain is probable, and the amount can be reasonably 

estimated. The effect of the outcome of these matters on our future results of operations and liquidity is 

not predictable because any such effect depends on future results of operations and the amount and 

timing of the resolution of any such matters. However, we believe that the ultimate resolution of any such 

matters will not have a material adverse or beneficial effect on our financial position. 

 

 

Note 10 – Related Party Transactions 

 

The Commission provides staff and administrative services to the following state agencies for the years 

ended June 30, 2021 and 2020: 
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Washington State Housing Finance Commission 
Required Supplementary Information 

 

 

Schedule of Proportionate Share of Net Pension Liability 

 

 
Schedule of Contributions 

 
Schedule of Proportionate Share of OPEB Liability 

 





 

 

Supplemental Information 
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Washington State Housing Finance Commission 
Schedule of Program Net Position 
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Washington State Housing Finance Commission 
Schedule of Program Net Position (continued) 
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Washington State Housing Finance Commission 
Schedule of Program Revenues, Expenses and  
Changes in Program Net Position 
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Washington State Housing Finance Commission 
Schedule of Program Cash Flows 
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Washington State Housing Finance Commission 
Schedule of Program Cash Flows (continued) 
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Washington State Housing Finance Commission 
Schedule of Notes and Bonds Payable 

Year Ended June 30, 2021 with Comparative Totals for 2020 
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