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Executive Director’s Report

Northwest Housing Alternatives (“NHA”) con-
tinued strong and steady growth during 2008

— affordable housing units were added to the
portfolio, the number of staff members grew and
the two service departments enhanced their reach in
the community. While the economy weakened,
NHA strengthened its commitment to serving Ore-
gonians who earn modest incomes. NHA’s service
is through providing a stable home for a senior or a
person with special needs; it may be through links
to social services; or it may be by offering shelter to
families experiencing homelessness.

The development team completed three housing
projects in 2008. Fieldstone, a five-bed group home
in Wilsonville, serves the needs of adults who re-
quire a service-enriched living environment. Resi-
dents each have a bedroom with its own bath, and
receive around the clock assistance from profes-
sional staff. NHA also acquired and rehabilitated a
duplex for homeless families facing significant chal-
lenges to stability. The property is the first “Bridges
to Housing” project in Clackamas County. While
living in the duplex, families have access to a rich
array of the services they need to get back on their
feet. NHA also acquired Seneca Terrace, a 32-unit
family complex in Milwaukie. These apartments
will now be affordable for many years to come, pro-
viding safe and stable homes for families, couples
and seniors.

Three new-construction projects are keeping devel-
opment staff busy:

e  The Charleston — 52 one-bedroom apartments
in Wilsonville

e  Oakridge Park — 45 apartments in Lake
Oswego for seniors

o  Creekside Woods — 84 senior apartments in
Wilsonville

Each of these properties is being financed through the
innovative mixed-finance model. NHA has developed
expertise using this complex financial structure which
blends Low Income Housing Tax Credits with grant
funding from HUD. The combination creates a building
with stable funding and long-term rental assistance to
keep the units affordable to people with great housing
needs.

NHA also has a long-standing commitment to preserv-
ing existing affordable housing properties. This housing
would convert to market rate rents without the interven-
tion of a nonprofit like NHA, and current tenants would
be displaced. NHA started the process of acquiring six
preservation projects in 2008, and acquisition was final-
ized in early 2009. The properties are:

e Roselyn Apartments — 31 senior apartments in
Northwest Portland

e  Upshur House — 30 family apartments in Northwest
Portland

e  Quimby Apartments — 52 apartments in Bend for
seniors and people with disabilities

e  Spring Street Apartments — 56 senior units in Med-
ford

e Cottonwood I and IT — 22 family units and 24 senior
units in Hermiston

The Resident Services team grew from one full-time co-
ordinator to two in 2008. The maturing department has
embraced core services for all NHA tenants: eviction
prevention, information and referral to social services
and entitlement programs, and community building to
enhance residents’ quality of life. The family properties
also provide tenants with access to job information and
training; budgeting and financial education; parenting
classes; and children’s services. Residents at senior
communities receive help maintaining health and well-
ness and connections to friends, family and the larger
community. All resident service efforts have the goal of
working toward NHA’s mission of linking people to
new opportunities for success.



Annie Ross House, NHA’s shelter and services pro-
gram for families experiencing homelessness, spent
2008 keeping families stable and housed. During a
time of increased demand, staff members have been
seeking out new ways to help families. They looked
at models around the country and borrowed the
best ideas. The end result, Home Based Family Sta-
bilization — HomeBase for short — will work to pre-
vent homelessness before it begins and to move
families through the shelter more quickly. These
efforts will allow Annie Ross House to efficiently
double the number of families served each year —
without building any additional shelter space.
Fundraising for this expansion program began in
2008 and the program will start operations in 2009.

As always, NHA’s success is a reflection of the con-
certed efforts of staff, the profound dedication of the
volunteer Board of Directors, the skill of community
partners, and the heart-felt generosity of supporters.
Together we accomplish great things!

Martha McLennan
Executive Director



Treasurer’s Report

he consolidated financial statements and other

information contained in this report have been
prepared by management, which is responsible for the
information’s integrity and objectivity. The financial
statements have been prepared in accordance with
generally accepted accounting principles applied on a
consistent basis and are deemed to present fairly the
financial position of NORTHWEST HOUSING AL-
TERNATIVES, INC. and the changes in its net assets
and cash flows. Where necessary, management has
made informed judgments and estimates of the out-
come of events and transactions, with due considera-

tion given to materiality.

As a means of fulfilling its responsibility for the integ-
rity of financial information included in this report,
management relies on a system of internal controls es-
tablished to ensure, within reasonable limits, that as-
sets are safeguarded against loss or unauthorized use,
that transactions are properly recorded and executed in
accordance with management’s authorization, and that
the accounting records can be relied upon to prepare
financial statements in accordance with generally ac-
cepted accounting principles. This system is aug-
mented by careful selection and training of qualified
personnel and the dissemination of written policies and

procedures.

The financial statements have been examined by the
organization’s independent accountants, GARY
MCGEE & CO., whose report follows. Their exami-
nations were made in accordance with generally ac-
cepted auditing standards. The Board of Directors
meets periodically with management and the inde-
pendent accountants to review accounting, auditing,
internal accounting controls, and financial reporting
matters, and to ensure that all responsibilities are ful-
filled with regard to the objectivity and integrity of the
organization’s financial statements. The Board of
Directors also reviews the scope and results of the
organization’s audit, and current and emerging ac-
counting and financial requirements and practices

affecting the organization.

Katy Patricelli

Treasurer

Board of Directors

Northwest Housing Alternatives, Inc.
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GaryMcGee & Co.

CERTIFIED PUBLIC ACCOUNTANTS

REPORT OF INDEPENDENT ACCOUNTANTS

The Board of Directors
Northwest Housing Alternatives, Inc.:

We have audited the accompanying consolidated statement of financial position of Northwest Housing Alterna-
tives, Inc. and subsidiaries as of December 31, 2008, and the related consolidated statements of activities, revenues
and expenses by function, and cash flows for the year then ended. These consolidated financial statements are the
responsibility of Northwest Housing Alternatives, Inc.’s management. Our responsibility is to express an opinion
on these consolidated financial statements based on our audit. We did not audit the financial statements of cer-
tain consolidated entities and certain investments accounted for by the equity method of accounting, which reflect
total assets constituting 18.23% and total revenues constituting 31.26% of the related consolidated totals. Those
statements were audited by other auditors whose reports have been provided to us, and our opinion, insofar as it
relates to the amounts included by these entities, is based solely on the reports of the other auditors. The prior
year summarized comparative information has been derived from the consolidated financial statements of
Northwest Housing Alternatives, Inc. as of December 31, 2007 and, in our report dated June 11, 2008, we ex-
pressed an unqualified opinion on those financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes consideration of internal control over financial
reporting as a basis for designing audit procedures that are appropriate in the circumstances, but not for the pur-
pose of expressing an opinion on the effectiveness of Northwest Housing Alternative, Inc.’s internal control over
financial reporting. Accordingly, we express no such opinion. An audit also includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial statement presen-
tation. We believe that our audit provides a reasonable basis for our opinion.

In our opinion, based on our audit and the reports of the other auditors, the 2008 consolidated financial state-
ments referred to above present fairly, in all material respects, the financial position of Northwest Housing Alter-

natives, Inc. as of December 31, 2008, and the changes in its net assets and its cash flows for the year then ended in
conformity with accounting principles generally accepted in the United States.

65-.)/@,_4 o,

May 26, 2009

522 SW Fifth Avenue, Suite 1300 Portland, Oregon 97204-2130 p: 503 222 2515 f: 503 222 6401 www.garymcgee.com



DECEMBER 31, 2008
(WITH COMPARATIVE AMOUNTS FOR 2007)

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

NORTHWEST HOUSING ALTERNATIVES, INC. AND SUBSIDIARIES

2008
Northwest Consolidating
Housing elimination
Alternatives Subsidiaries entries
Assets:
Cash and cash equivalents $ 544,846 176,587 -
Tenant and other receivables 2,189 16,596 -
Investments (note 6) 604,344 - —
Grant and contract payments receivable 260,636 513 -
Prepaid expenses, deferred charges and other assets 32,818 45,592 -
Current receivables from affiliated organizations, net (note 7) 269,171 - (183,422)
Investments in affiliated organizations (note 9) 1,477,220 - -
Land held for development (note 11) 1,195,752 - -
Restricted deposits and funded reserves (note 10) 85,058 1,308,642 -
Long-term receivables from affiliated organizations, net (note 7) 1,340,736 - -
Notes receivable from affiliated organizations (note 8) 1,022,708 - (984,253)
Land, buildings and equipment (notes 11, 12, 13) 13,166,168 6,768,322 -
Total assets $ 20,001,646 8,316,252  (1,167,675)
Liabilities:
Accounts payable and accrued expenses 93,485 79,444 (2,792)
Construction payable 150,219 29,395 (29,395)
Accrued payroll and related expenses 40,607 - -
Payable to affiliated organizations - 180,630 (180,630)
Current portion of long-term debt (note 12) 245,721 132,853 -
Deferred revenue 18,715 4,586 -
Funds held on behalf of others 11,106 68,207 -
Long-term debt, less current portion (note 12) 6,777,729 4,274,161 (954,858)
Total liabilities 7,337,582 4,769,276 (1,167,675)
Net assets:
Unrestricted
Available for general operations and programs 3,062,359 129,217 (1,135,488)
Designated by Board (note 14) 449,509 - -
Restricted deposits and funded reserves 85,058 1,237,081 -
Net investment in capital assets and affiliated organizations 8,815,690 2,180,678 1,135,488
Limited partner's interest in Mayfield Court Associates, LP - - -
Total unrestricted 12,412,616 3,546,976 -
Temporarily restricted (note 14) 251,448 - -
Total net assets 12,664,064 3,546,976 -
Commitments and contingencies (notes 11, 13, 17, 18, 19, 20, 21 and 22)
Total liabilities and net assets $ 20,001,646 8,316,252 (1,167,675)

See accompanying notes to consolidated financial statements.



2007

Northwest Consolidating
Housing elimination

Total Alternatives Subsidiaries entries Total
721,433 1,168,898 133,494 - 1,302,392
18,785 40,491 9,478 - 49,969

604,344 - - - -
261,149 55,135 - - 55,135
78,410 35,900 40,669 - 76,569
85,749 1,437,969 - (689,812) 748,157
1,477,220 1,356,057 - - 1,356,057

1,195,752 - - - -
1,393,700 103,894 1,356,577 - 1,460,471
1,340,736 1,146,644 - - 1,146,644
38,455 39,981 - - 39,981
19,934,490 13,029,893 4,177,339 - 17,207,232
27,150,223 18,414,862 5,717,557 (689,812) 23,442,607
170,137 52,072 71,145 (148) 123,069
150,219 106,803 - - 106,803
40,607 37,158 - - 37,158

- - 689,664 (689,664) -
378,574 230,345 132,853 - 363,198
23,301 13,292 3,888 - 17,180
79,313 13,610 57,301 - 70,911
10,097,032 5,920,047 1,131,915 - 7,051,962
10,939,183 6,373,327 2,086,766 (689,812) 7,770,281
2,056,088 3,492,211 40,938 (689,664) 2,843,485
449,509 181,509 - - 181,509
1,322,139 103,894 1,277,474 - 1,381,368
12,131,856 8,235,558 2,135,143 689,664 11,060,365
- - 177,236 - 177,236
15,959,592 12,013,172 3,630,791 - 15,643,963
251,448 28,363 - - 28,363
16,211,040 12,041,535 3,630,791 - 15,672,326
27,150,223 18,414,862 5,717,557 (689,812) 23,442,607
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NORTHWEST HOUSING ALTERNATIVES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF ACTIVITIES

YEAR ENDED DECEMBER 31, 2008
(WITH COMPARATIVE TOTALS FOR 2007)

Operating revenues, gains and other support:
Government grants and contracts
Private grants and contributions
Special events, net of direct costs of $9,699 in 2008 and $10,266 in 2007
In-kind contributions
Trust deed note installments forgiven (note 18)
Rental income
Development fees
Consulting and asset management fees
Interest income
Equity in earnings (losses) of affiliated organizations (note 9)
Other

Total operating revenues and gains

Net assets released from restrictions for operating purposes (note 15)

Total operating revenues, gains and other support

Expenses (note 16) :

Program services:
Shelter services
DD group homes
Property development and consulting
Rental services
Management contracts
Large multi-unit housing
Resident services

Total program services

Supporting services:
Management and general
Fundraising and public relations

Total supporting services
Total expenses

Increase (decrease) in net assets
before non-operating activities

Non-operating activities:
Capital grants received for the acquisition of property
Net assets released from restrictions for capital purposes
Provision for the non-collection of loans to affiliated organizations (note 8)
In-kind contributions of capital assets

Total non-operating activities
Increase (decrease) in net assets
Net assets at beginning of year

Net assets at end of year

$

Northwest
Housing
Alternatives
operations

560,758
57,835
46,753
31,261

113,259

784,882

735,939

191,446

101,025

(126)
35,568

2,658,600
82,195
2,740,795

369,168
839,111
273,661
188,391

38,961
233,348

59,662

2,002,302

316,372
142,677

459,049

2,461,351
279,444

3,474,251
(3,466,751)
112,500
120,000
399,444
12,013,172
12,412,616

2008
Unrestricted

Consolidating
elimination

Subsidiaries entries
81,601 -
1,223,764 -
- (36,463)
21,855 -
64,237 -
1,391,457 (36,463)
1,391,457 (36,463)
1,475,272 (36,463)
1,475,272 (36,463)
1,475,272 (36,463)
(83,815) -
(83,815) -
3,630,791 -
3,546,976 -

Total

642,359
57,835
46,753
31,261

113,259

2,008,646

735,939

154,983

122,880

(126)
99,805

4,013,594
82,195

4,095,789

369,168
839,111
273,661
188,391
38,961
1,672,157
59,662

3,441,111

316,372
142,677

459,049

3,900,160
195,629

3,474,251
(3,466,751)
112,500
120,000
315,629
15,643,963
15,959,592

See accompanying notes to consolidated financial statements.



Temporarily
restricted
Northwest
Housing
Alternatives

155,000
150,280

305,280
(82,1995)
223,085

223,085

223,085
28,363
251,448

Northwest

Housing
Alternatives
Total operations
797,359 472,532
208,115 51,978
46,753 48,089
31,261 19,520
113,259 107,020
2,008,646 743,895
735,939 131,029
154,983 193,047
122,880 90,023
(126) (2,637)
99,805 14,284
4,318,874 1,868,780
- 205,042
4,318,874 2,073,822
369,168 302,454
839,111 768,077
273,661 304,142
188,391 174,744
38,961 34,985
1,672,157 193,562
59,662 -
3,441,111 1,777,964
316,372 227,924
142,677 125,599
459,049 353,523
3,900,160 2,131,487
418,714 (57,665)
3,474,251 -
- 893,552
(3,466,751) (1,262,763)
112,500 -
120,000 (369,211)
538,714 (426,876)
15,672,326 12,440,048
16,211,040 12,013,172

2007
Unrestricted

Consolidating

elimination
Subsidiaries entries

50,901 -

1,151,620 -

- (23,580)
31,857 -

59,970 -
1,294,348 (23,580)

1,294,348 (23,580)

1,490,967 (23,580)

1,490,967 (23,580)

1,490,967 (23,580)

(196,619) -

(196,619) -

Total

523,433
51,978
48,089
19,520

107,020
1,895,515
131,029
169,467
121,880
(2,637)
74,254

3,139,548
205,042
3,344,590

302,454
768,077
304,142
174,744
34,985
1,660,949

3,245,351

227,924
125,599

353,523

3,598,874

(254,284)

893,552
(1,262,763)

(369,211)
(623,495)

3,827,410 - 16,267,458

3,630,791 - 15,643,963

Temporarily
restricted
Northwest
Housing
Alternatives

21,019
57,289

78,308
(205,042)
(126,734)

(126,734)

904,204
(893,552)

10,652
(116,082)
144,445

28,363

Total

544,452
109,267
48,089
19,520
107,020
1,895,515
131,029
169,467
121,880
(2,637)
74,254

3,217,856

3,217,856

302,454
768,077
304,142
174,744
34,985
1,660,949

3,245,351

227,924
125,599

353,523

3,598,874

(381,018)

904,204

(1,262,763)

(358,559)
(739,577)

16,411,903

15,672,326

11
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NORTHWEST HOUSING ALTERNATIVES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF REVENUES AND EXPENSES BY FUNCTION

YEAR ENDED DECEMBER 31, 2008

Shelter
services
Operating revenues, gains and other support:
Government grants and contracts $ 109,743
Private grants and contributions -
Special events, net 9,148
In-kind contributions 25,967
Trust deed note installments forgiven (note 18) -
Rental income 33,269
Development fees -
Consulting and management fees -
Interest income 201
Equity in earnings (losses) of affiliated organizations (note 9) -
Other 10
Allocation of revenues 63,022
Total operating revenues, gains and other support 241,360
Expenses:
Salaries and payroll-related costs 240,446
Professional services 465
Management fees -
Direct client assistance 26,683
Supplies 493
Telephone 2,555
Postage -
Printing 532
Repairs and maintenance 7,032
Travel 167
Seminars and conferences 3,560
Insurance 6,646
Utilities 21,165
Janitorial services 369
Groundskeeping 1,902
Interest -
Advertising -
Provision for the doubtful collection of receivables -
Dues and subscriptions 150
Community building (452)
Taxes, licenses and fees 313
Other 29,411
Depreciation and amortization 17,075
Expenses before allocation of indirect costs 358,512
Allocation of indirect costs 10,656
Total expenses 369,168
Increase (decrease) in net assets before non-operating activities (127,808)
Non-operating activities:
Capital grants received for the acquisition of property -
Provision for the non-collection of loans to affiliated organizations (note 8) -
In-kind contribution of capital assets -
Write-offs related to Newell Creek, LP -
Total non-operating activities -
Increase (decrease) in net assets $ (127,808)

DD group
homes

306,783

113,259
592,950

7,644
1,023

1,021,659

104,217

815
33

195,385
4,142

25,913
138

167,632

29,658

306,316
834,249
4,862

839,111
182,548

182,548

Program services

Property
develop-
ment and
consulting

180,844

735,939

(126)
28

916,685

248,494

378
72
6,842

259,400
14,261

273,661
643,024

3,354,251
(3,466,751)
112,500

643,024

Rental
services

155,063

643

1,265

156,971

48,500
18,032

281
127

26,133
675

85
6,367
17,142
555
3,236
10,422
626
2,056
76
1,689
881
45,793

182,676
5,715

188,391

(31,420)

120,000

120,000
88,580

Manage-
ment

contracts

7

34,806
4,155

38,961
(19,031)

(19,031)

See accompanying notes to consolidated financial statements.



Large
multi-unit
housing

115,026

1,223,764
134,421
22713

86,541

1,582,465

380,204
146,960
97,003
146,426
1,172
92
7,025
1,068
1,581
39,203
135,553
46,609
3,700
78,422
2,535
87,013
251
35,434
24,480
430,394

1,665,125
7,032

1,672,157
(89,692)

(89,692)

Resident
services

81,013

6,026

54,966
4,696

59,662
26,679

26,679

Management
Total and general

793,409 3,950
9,148 19,800
31,261 -
113,259 -
2,005,046 3,600
735,939 -
150,423 4,560
24,580 99,195
(126) -
99,450 355
63,022 19,799

4,025,411 151,259

1,092,039 162,166

170,786 45,116
97,003 -
26,683 -

148,841 67

6,978 507
208 27
1,162 -
235,678 122
8,778 1,157
7,769 11,706
79,890 3,634

173,998 -

47,533 -

8,888 -
256,476 5,130
3,161 -
89,069 25,424
226 3,727

177 2,089
67,166 678
67,647 503
799,578 20,220

3,389,734 282,273
51,377 34,099

3,441,111 316,372
584,300 (165,113)

3,474,251 -
(3,466,751) -
112,500 -

120,000 -
704,300 (165,113)

Supporting services

Indirect
costs

156

22,426
5,431
3,729
1,377

20,788
1,179
9,921
7,596
5,142

10,343

3,499

121
79
1,900

93,687
(93,687)

Fundraising
and public
relations

208,115
17,805

(82,821)
142,204

127,326
865

1,176
808
2,191

247
833
155

134,466
8,211

142,677
(473)

(473)

Total

3,950
208,115
37,605

3,600
4,560
98,300
355
(63,022)

293,463

289,492
46,137

23,669
5,938
4,564
3,568

20,910
1,404

13,718

13,710
7,596
5,142

10,343
5,130

122

25,424
7,345
2,089

799
1,206
22,120

510,426

(51,377)
459,049
(165,586)

(165,586)

Total

797,359
208,115
46,753
31,261
113,259
2,008,646
735,939
154,983
122,880
(126)
99,805

4,318,874

1,381,531
216,923
97,003
26,683
172,510
12,916
4,772
4,730
256,588
10,182
21,487
93,600
181,594
52,675
19,231
261,606
3,283
114,493
7,571
2,266
67,965
68,853
821,698

3,900,160
3,900,160
418,714

3,474,251
(3,466,751)
112,500

120,000
538,714

13



NORTHWEST HOUSING ALTERNATIVES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF REVENUES AND EXPENSES BY FUNCTION

YEAR ENDED DECEMBER 31, 2007

Program services

Property
develop- Manage-
Shelter DD group ment and Rental ment
services homes consulting services contracts
Operating revenues, gains and other support:
Government grants and contracts $ 140,662 209,271 71,770 21,019 -
Private grants and contributions 95,381 - 2,500 - -
Special events, net (551) - - - -
In-kind contributions 17,376 - - - -
Trust deed note installments forgiven - 107,020 - - -
Rental income 30,619 576,049 — 130,027 —
Development fees - - 124,101 - -
Consulting and management fees - 5,299 3,020 - 10,952
Interest income 1,187 1,787 20,252 494 -
Equity in earnings (losses) of affiliated organizations - - (147) - -
Other 20 2,249 - 1,280 5,283
Total operating revenues, gains and other support 284,694 901,675 221,496 152,820 16,235
Expenses:
Salaries and payroll-related costs 201,853 106,620 257,618 55,201 29,068
Professional services 2,136 786 2,930 20,535 603
Management fees - - - - -
Direct client assistance 2,563 — — — —
Supplies 5,288 1,343 3,542 973 1,147
Telephone 3,092 1,428 2,217 389 400
Postage 710 132 603 99 130
Printing - - 173 - -
Repairs and maintenance 15,577 146,999 939 17,049 125
Travel 2,860 3,579 723 1,228 41
Seminars and conferences 2,321 - 6,455 - -
Insurance 6,721 24,144 2,264 5,480 3,191
Utilities 22,228 398 1,194 18,198 159
Janitorial services 238 174 523 195 70
Groundskeeping 1,913 127 380 1,280 M
Interest — 179,585 — 11,023 —
Advertising - - 858 64 -
Provision for the doubtful collection of receivables 250 - 23,524 239 -
Taxes, licenses and fees 287 14,936 148 41 -
Other 17,856 - 51 236 -
Depreciation and amortization 16,561 287,826 — 42,514 —
Total expenses 302,454 768,077 304,142 174,744 34,985
Increase (decrease) in net assets before non-operating activities (17,760) 133,598 (82,646) (21,924) (18,750)
Non-operating activities:
Capital grants received for the acquisition of property - - 904,204 - -
Provision for the non-collection of loans to affiliated organizations - - (1,262,763) - -
In-kind contribution of capital assets - - - - -
Write-offs related to Newell Creek, LP - - - - -
Total non-operating activities - - (358,559) - -
Increase (decrease) in net assets $ (17,760) 133,598 (441,2095) (21,924) (18,750)

See accompanying notes to consolidated financial statements.
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(358,559)
(739,577)




NORTHWEST HOUSING ALTERNATIVES, INC. AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CASH FLOWS

YEAR ENDED DECEMBER 31, 2008
(WITH COMPARATIVE TOTALS FOR 2007)

2008 2007
Cash flows from operating activities:
Cash received from tenants, contractors, grantors, and donors $ 4,303,816 3,429,296
Equity distributions received from affiliated organizations (note 9) 4,600 10,000
Cash received for interest 62,101 73,026
Cash paid to employees and suppliers (2,627,134) (2,543,443)
Cash paid for interest (226,171) (257,781)
Net cash provided by operating activities 1,517,212 711,098
Cash flows from investing activities:
Capital expenditures for projects in pre-development (774,020) (718,683)
Capital expenditures for NHA acquisitions and rehabilitations (619,985) (328,484)
Capital expenditures for acquisitions and rehabilitations by subsidiaries (2,634,849) (143,717)
Acquisition of land held for development (1,195,752) -
Loans made to affiliated organizations (3,354,251) (787,360)
Transfer of assets to affiliated organizations 523,314 -
Payments received on loans to affiliated organizations 8,308 5,019
Net change to restricted cash reserves 66,771 (13,649)
Purchases of investments (1,264,344) -
Sales of investments 660,000 -
Investments in affiliated organizations (125,889) (61,845)
Net cash used in investing activities (8,710,697) (2,048,719)
Cash flows from financing activities:
Repayment of long-term debt (817,545) (238,750)
Proceeds from the issuance of debt 3,955,820 699,998
Proceeds from capital grants restricted for property acquisition 3,474,251 904,204
Net cash provided by financing activities 6,612,526 1,365,452
Net increase (decrease) in cash and cash equivalents (580,959) 27,831
Cash and cash equivalents at beginning of year 1,302,392 1,274,561
Cash and cash equivalents at end of year $ 721,433 1,302,392
Supplemental schedule of noncash investing and financing activities 2008 2007
Transfer of land to affiliated organization through the
issuance of a note receivable $ 112,500 -

See accompanying notes to consolidated financial statements.
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NORTHWEST HOUSING ALTERNATIVES, INC. AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

YEAR ENDED DECEMBER 31, 2008

Organization

Northwest Housing Alternatives, Inc. (“NHA”) is
a nonprofit organization founded in 1982 to pro-
vide a wide range of affordable housing options
for Oregonians who earn low incomes including
families, seniors and people with special needs.
The organization has a portfolio that includes
1,181 units of housing in 14 Oregon counties.
NHA’s mission is to create opportunity through
housing.

Program Services

During the year ended December 31, 2008, NHA
provided services in the following major program
areas:

Shelter Services — The Annie Ross House pro-
vides shelter and services to five Clackamas
County families who are experiencing homeless-
ness. NHA Transitional Housing units provide
homes for another six families who are transition-
ing from homelessness to stability.

DD Group Homes — NHA owns and property-
manages 53 group homes across Oregon for
adults with developmental disabilities. The
homes are leased by licensed care providers.

Property Development and Consulting — NHA is
a leading developer of affordable rental commu-
nities and group homes. NHA combines federal,
state and local government programs with financ-
ing from banks, private investors and charitable
foundations in order to develop housing. The or-
ganization has also acquired and rehabilitated
apartments so they continue to be affordable for
current and future tenants. NHA has also con-
sulted with other nonprofit organizations on their
housing projects.

Rental Services — This program includes several
small properties in Clackamas County. These
properties serve people with special needs and
families and individuals who earn low incomes.

Management Contracts — NHA provides on-site
property management for a 20-unit apartment
building for mental health consumers.

Large Multi-Unit Housing — Providing asset and
partnership management of eleven Low Income
Housing Tax Credit (LIHTC) projects and twelve
preservation projects is the main focus of this pro-
gram that maintains attractive, financially
healthy, and affordable rental housing.

Resident Services — NHA links residents of
multi-family and senior properties in the Portland
metro area to services provided in the community.
Core services include eviction prevention, infor-
mation and referral, and community building.
These links to services help tenants remain stable
and access new opportunities.

Summary of Significant Accounting
Policies

The significant accounting policies followed by
NHA are described below to enhance the useful-
ness of the financial statements to the reader.

Basis of Accounting — The accompanying finan-
cial statements have been prepared on the accrual
basis of accounting in accordance with generally
accepted accounting principles and the principles
of fund accounting. Fund accounting is the pro-
cedure by which resources for various purposes
are classified for accounting purposes in accor-
dance with activities or objectives specified by
donors.
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Principles of Consolidation — The accompanying
financial statements include all accounts and ac-
tivities of NHA, including all wholly-owned and
majority-owned subsidiaries, joint ventures and
partnerships, and all nonprofit organizations in
which NHA has a controlling financial and eco-
nomic interest. The latter category includes five
nonprofit Low Income Housing Preservation and
Resident Homeownership Act (LIHPRHA) pro-
jects organized and operated under Section 236 of
the National Housing Act (Oakhill Associates,
Inc., Ridgeway Village Associates, Inc., Saginaw
Village Associates, Inc., College Manor Associ-
ates, Inc., and Sunnyslope Manor Associates,
Inc.), seven LLCs formed to acquire and preserve
HUD Section 8 properties at risk of conversion to
market rents (Cottonwood I Renewal, LLC, Cot-
tonwood I Renewal, LLC, Quimby Renewal,
LLC, Roselyn Renewal, LLC, Seneca Terrace,
LLC, Spring Renewal, LLC, and Upshur Re-
newal, LLC) and eleven entities organized under
the laws of the State of Oregon to invest in
LIHTC projects (Mayfield Court, Inc., 333 Asso-
ciates, LLC, Villa St. Rose Management, LLC,
Newell Creek, Inc., Autumn Park GP, LLC, Fos-
ter GP, LLC, Weidler Renewal GP, LLC, The
Headwaters GP, LLC, Charleston GP, LLC, Oak-
ridge GP, LLC, and Creekside Woods GP, LLC).

For presentation purposes, the accounts and
transactions of the five LIHPRHA projects, seven
preservation projects, Mayfield Court Associates,
LP, Oakridge Park, LP, and Creekside Woods, LP
referred to above are included in the “Subsidiar-
ies” column in the consolidated statements of fi-
nancial position and activities.

Investments in affiliated organizations in which
NHA has significant ownership interests (gener-
ally ranging from 20% to 50%), and where the
organization exercises significant influence over
the operating and financial policies of the affili-
ate, are accounted for using the equity method.
The equity method of accounting is also followed
for other investments in limited partnerships for
which NHA serves as sponsor and general part-
ner, and in which it holds an equity interest.
NHA’s share of affiliate earnings is included in
the statement of activities. See note 9 for a sum-
mary of NHA’s investments in affiliated organiza-
tions.

All significant interorganizational investments,
accounts and transactions have been eliminated.

Basis of Presentation — The organization has
adopted the provisions of Statement of Financial
Accounting Standards (SFAS) No. 116, Account-
ing for Contributions Received and Contributions
Made, and SFAS No. 117, Financial Statements
for Not-for-Profit Organizations. Under these
provisions, net assets and all balances and trans-
actions are presented based on the existence or
absence of donor-imposed restrictions. Accord-
ingly, the net assets of the organization and
changes therein are classified and reported as fol-
lows:

o Unrestricted net assets — Net assets not subject
to donor-imposed stipulations.

o Temporarily restricted net assets — Net assets
subject to donor-imposed stipulations that will
be met either by actions of the organization
and/or the passage of time.

Expenses are reported as decreases in unrestricted
net assets. Gains and losses on investments and
other assets or liabilities are reported as increases
or decreases in unrestricted net assets unless their
use is restricted by explicit donor stipulations or
by law. Expirations of temporary restrictions on
net assets (i.e., the donor-stipulated purpose has
been fulfilled and/or the stipulated time period
has elapsed) are reported as net assets released
from restrictions. Contributions received with
donor-imposed restrictions that are met in the
same year as received are reported as revenues of
the unrestricted net asset class.

Use of Estimates — The preparation of financial
statements in conformity with generally accepted
accounting principles requires that management
make estimates and assumptions that affect the
reported amounts of assets and liabilities, the dis-
closure of contingent assets and liabilities at the
date of the financial statements, and the reported
amounts of revenues and expenses during the re-
porting period. Actual results could differ from
those estimates. In the opinion of the organiza-
tion’s management, such differences would not be
significant.



Contributions — Contributions, which include
unconditional promises to give (pledges), are rec-
ognized as revenues in the period received. Con-
ditional promises to give are not recognized until
they become unconditional, that is when the con-
ditions on which they depend are substantially
met. Contributions of assets other than cash are
recorded at their estimated fair value.

Contributions of Long-Lived Assets — Contribu-
tions of land, buildings and equipment without
donor stipulations concerning the use of such
long-lived assets are reported as revenues of the
unrestricted net asset class. Contributions of cash
or other assets to be used to acquire property and
equipment with such donor stipulations are re-
ported as revenues of the temporarily restricted
net assets class; the restrictions are considered to
be released at the time of acquisition of such long-
lived assets.

In-Kind Contributions — A number of unpaid vol-
unteers have made significant contributions of
their time to develop and implement the organiza-
tion’s programs. In accordance with SFAS No.
116, significant services received which create or
enhance a nonfinancial asset or require special-
ized skills that the organization would have pur-
chased if not donated are recognized in the state-
ment of activities. During the year ended Decem-
ber 31, 2008, $5,444 of contributed services were
recorded.

In-kind contributions of equipment and other ma-
terials are recorded where there is an objective
basis upon which to value these contributions and
where the contributions are an essential part of
the organization’s activities. During the year
ended December 31, 2008, $138,317 of contrib-
uted property, equipment and materials were re-
corded, of which $112,500 was capitalized.

Cash Equivalents — For purposes of the financial
statements, the organization considers all liquid
investments having initial maturities of three
months or less to be cash equivalents.

Investments — Investments are carried at market
value. Net appreciation in the fair value of in-
vestments, which consists of the realized gains or
losses and the unrealized appreciation (decline) of
those investments, is shown in the statement of
activities. Interest income is accrued as earned,
and reported net of investment advisory fees. Se-
curity transactions are recorded on a trade date
basis.

The organization has some exposure to invest-
ment risks, including interest rate, market, and
credit risks, for marketable securities. Due to the
level of risk exposure, it is possible that near-term
valuation changes for investment securities may
occur to an extent that could materially affect the
amounts reported in the accompanying financial
statements.

Capital Assets and Depreciation — Land, build-
ings and equipment are carried at cost, and at
market value when acquired by gift. Depreciation
is provided on a straight-line basis over the esti-
mated useful lives of the respective assets, which
is generally 5 to 40 years for buildings and im-
provements, 5 years for automobiles, and 3 to 5
years for furnishings and equipment. Expendi-
tures of less than $4,000 for maintenance, repairs
and minor renewals to maintain facilities in oper-
ating condition are generally expensed as in-
curred. Major replacements and renewals of
$1,000 or more are capitalized.

Development Properties — Properties acquired
and held for development are recorded at acquisi-
tion cost, plus all costs associated with repair and
rehabilitation of the property and other amounts
incurred to make the properties ready for their in-
tended use. In addition, certain indirect costs as-
sociated with the acquisition of properties are
capitalized and allocated to the properties to
which the costs relate, including interest expense
which is capitalized in accordance with SFAS No.
34, Capitalization of Interest Cost. During the
year ended December 31, 2008, no interest ex-
penses were capitalized. Costs incurred for such
items after the property has been substantially
completed and made ready for its intended use,
and indirect costs that do not relate to the prop-
erty acquired, including general and administra-
tive expenses, are charged to expense as incurred.
Depreciation is recorded on all completed and oc-
cupied properties.
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Revenue Recognition — All contributions and
grants are considered available for the unre-
stricted general operations of the organization
unless specifically restricted by a donor. Re-
stricted revenues received and expended in the
same period are reported in the unrestricted net
asset class. Revenues for services are recognized
at the time services are provided and the revenues
are earned.

Advertising Expenses — Advertising costs are
charged to expense as they are incurred.

Limitations On Certain Unrestricted Net Assets
— A certain portion of the organization’s unre-
stricted net assets are limited by contract to use
within the program from which they were gener-
ated. In these cases, surplus funds are not refund-
able or payable to the contractor, but are gener-
ally limited to providing an extension or con-
tinuation of specific program services. In addi-
tion and despite the control that NHA exercises
over organization affiliates, the net assets of af-
filiates are not generally available to the parent
organization due to restrictions that have been
imposed by external grantors and contractors.

Income Taxes — The organization is exempt
from federal and state income taxes under Section
501(c)(3) of the Internal Revenue Code and com-
parable state law. In addition, the organization
has been recognized as a public charity under Sec-
tion 509(a) (1) of the Internal Revenue Code.

Concentrations of Credit Risk — The organiza-
tion’s investments consist primarily of financial
instruments including money market mutual
funds and certificates of deposit. These financial
instruments may subject the organization to con-
centrations of credit risk as from time to time,
cash balances may exceed amounts insured by the
Federal Deposit Insurance Corporation (“FDIC”),
the market value of securities are dependant on
the ability of the issuer to honor its contractual
commitments, and the investments are subject to
changes in market values.

On October 3, 2008, President George W. Bush
signed the Emergency Economic Stabilization Act
of 2008, which temporarily raises the basic limit
on federal deposit insurance coverage from
$100,000 to $250,000 per depositor. The tempo-
rary increase became effective immediately upon
the President's signature. In addition, on October
14, 2008 the FDIC announced that all non-interest
bearing transaction deposit accounts will be fully
insured for the entire amount in the deposit ac-
count. The basic deposit insurance limit will re-
turn to $100,000 after December 31, 2009.

Certain receivables may also, from time to time,
subject the organization to concentrations of
credit risk. To minimize its exposure to signifi-
cant losses from customer or donor insolvencies,
NHA management evaluates the financial condi-
tion of its customers and donors, and monitors
concentrations of credit risk arising from similar
geographic regions, activities, or economic char-
acteristics. When necessary, receivables are re-
ported net of an allowance for uncollectible ac-
counts.

Summarized Financial Information for 2007 —
The accompanying financial information as of
and for the year ended December 31, 2007 is pre-
sented for comparative purposes only and is not
intended to represent a complete financial state-
ment presentation.

Other Significant Accounting Policies — Other
significant accounting policies are set forth in the
financial statements and the following notes.

New Accounting Pronouncement

During the year ended December 31, 2008, the or-
ganization adopted Statement of Financial Ac-
counting Standards No. 157 (“SFAS No. 157”),
Fair Value Measurements. This standard defines
fair value, establishes a framework for measuring
fair value in accounting principles generally ac-
cepted in the U.S., and expands disclosures about
fair value measurements. The pronouncement
applies under other accounting standards that re-
quire or permit fair value measurements. Accord-
ingly, this statement does not require any new fair
value measurements. See note 23 for the addi-
tional disclosures required by this statement.



Affiliated Organizations

The following describes the organization’s princi-
pal relationships with affiliated organizations:

Direct ownership:

King-Bell Associates, LP — NHA is a limited
partner in King-Bell Associates, LP. The organi-
zation’s ownership interest is 1.0%.

NHA/Centre Realty Services, Inc. — NHA holds
a 37.5% interest in a joint venture with
NHA/Centre Realty Services, Inc. (an unrelated
for-profit organization that owns the remaining
63.5%). The joint venture was formed to provide
development services for the properties owned by
Newell Creek, LP which was dissolved in 2007.

Pleasant Valley Homes, LLC — NHA owns
49.0% of Pleasant Valley Homes, LLC and an un-
related for-profit company owns the remaining
51.0%. The LLC was formed to provide devel-
opment services to the project owned by Foster
Townhomes, LP.

Rosemont Community Developers, LLC — NHA
owns 23.7% of Rosemont Community Develop-
ers, LLC with Tom Walsh & Co. and Geller Silvis
& Associates, Inc. (two unrelated for-profit or-
ganizations that own the remaining 76.3%). The
partnership was formed to provide development
services to the project owned by Rosemont Senior
Housing Associates, LP and Rosemont Town
Homes Associates, LP. NHA has guaranteed
funding of any operating deficits. No amounts
were payable under this guarantee during 2008.

Trenton Terrace, LP — NHA is a general partner
in Trenton Terrace, LP, a limited partnership and
a LIHTC project. The organization’s ownership
interest is 0.01%, and it will share in residual
profits and losses to that extent. NHA has guar-
anteed funding of any operating deficits. No
amounts were payable under this guarantee dur-
ing 2008.

Victorian Inn, LP — NHA is a general partner in
Victorian Inn, LP, a limited partnership and a
LIHTC project. The organization’s ownership
interest is 1.0%, and it will share in residual prof-
its and losses to that extent. In addition, the or-
ganization will share in profits from the sale or
refinancing of the properties owned by the limited
partnership to the extent of 50%.

Indirect ownership:

Autumn Park Renewal, LP — NHA is a general
partner (through Autumn Park GP, LLC) in Au-
tumn Park Renewal, LP, a limited partnership
and a LIHTC project. The organization’s owner-
ship interest is 0.01%, and will share in residual
profits and losses to that extent. In addition, the
organization will share in profits from the sale or
refinancing of the properties owned by the limited
partnership to the extent of 50%. NHA has guar-
anteed funding of any operating deficits. No
amounts were payable under this guarantee dur-
ing 2008.

Charleston, LP — NHA is the general partner
(through Charleston GP, LLC) in Charleston, LP.
The organization’s ownership interest is 0.01%,
and it will share in residual profits and losses to
that extent. NHA has guaranteed funding of any
operating deficits. No amounts were payable un-
der this guarantee during 2008.

Foster Townhomes, LP — NHA is a general part-
ner (through Foster GP, LLC) in Foster Town-
homes, LP. The organization’s ownership is
0.01%, and it will share in residual profits and
losses to that extent. NHA has guaranteed fund-
ing of any operating deficits. No amounts were
payable under this guarantee during 2008.

Mayfield Court Associates, LP — NHA is a gen-
eral partner (through Mayfield Court, Inc.) in
Mayfield Court, LP, a limited partnership and a
LIHTC project. The limited partner’s 99% inter-
est was assigned and transferred to Mayfield
Court, Inc. in 2008. The organization’s owner-
ship interest is 100%, and it will share in residual
profits and losses to that extent. NHA has guar-
anteed funding of any operating deficits. No
amounts were payable under this guarantee dur-
ing 2008.
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Oak Associates, LP — NHA is a general partner
(through 333 Associates, LLC) in Oak Associates,
LP. The organization’s ownership interest is
0.01%, and it will share in residual profits and
losses to that extent. NHA has guaranteed fund-
ing of any operating deficits. No amounts were
payable under this guarantee during 2008.

Rosemont Senior Housing Associates, LP —
NHA is a general partner (through Villa St. Rose
Management, LLC) in Rosemont Senior Housing
Associates, LP. The organization’s ownership is
0.01%, and it will share in residual profits and
losses to that extent. NHA has guaranteed fund-
ing of any operating deficits. No amounts were
payable under this guarantee during 2008.

Rosemont Town Homes Associates, LP — NHA
is a general partner (through Villa St. Rose Man-
agement, LLC) in Rosemont Town Homes Asso-
ciates, LP. The organization’s ownership is
0.01%, and it will share in residual profits and
losses to that extent. NHA has guaranteed fund-
ing of any operating deficits. No amounts were
payable under this guarantee during 2008.

Village at the Headwaters, LP — NHA is a gen-
eral partner (through The Headwaters GP, LLC)
in Village at the Headwaters, LP, a limited part-
nership and a LIHTC project. The organization’s
ownership interest is 0.01%, and it will share in
residual profits and losses to that extent. NHA
has guaranteed funding of any operating deficits.
No amounts were payable under this guarantee
during 2008.

Weidler Renewal, LP — NHA is a general partner
(through Weidler Renewal GP, LLC) in Weidler
Renewal, LP, a limited partnership and a LIHTC
project. The organization’s ownership interest is
0.01%, and will share in residual profits and
losses to that extent. In addition, the organiza-
tion will share in profits from the sale or refinanc-
ing of the properties owned by the limited part-
nership to the extent of 50%. NHA has guaran-
teed funding of any operating deficits. No
amounts were payable under this guarantee dur-
ing 2008.

In formation:

Oakridge Park, LP — NHA is currently the sole
member of Oakridge Park, LP (through Oakridge
GP, LLC). The project is currently in the pre-
development stage.

Creekside Woods, LP — NHA is currently the
sole member of Creekside Woods, LP (through
Creekside GP, LLC). The project is currently in
the pre-development stage.

Sponsored projects and other interests:

Clackamas Community Land Trust — Founded
in 1999, the Clackamas Community Land Trust
(CCLT) is a nonprofit organization that provides
affordable home ownership opportunities to low-
and moderate-income families by obtaining land
and holding it in perpetuity. Through October of
2005, NHA provided staffing and support services
to CCLT. NHA’s control of CCLT through
Board appointments ended in 2002. As a result,
the assets, liabilities, net assets, revenues, ex-
penses, and other transactions of CCLT are not
included in the accompanying financial state-
ments.

River Glen Associates, Inc. — NHA is the spon-
sor and management agent of River Glen Associ-
ates, Inc., a LIHPRHA project operated under the
control of a separate Board of Directors and not
included in the accompanying financial state-
ments.

Other Projects — NHA is also the sponsor of the
Fisher Ridge, Avalon and Meadowlark projects.

At December 31, 2008, NHA had advances total-
ing $1,426,485 and notes receivable totaling
$38,455 from the above entities (see notes 7 and
8).

Summarized gross revenues resulting from the re-
lationships and transactions described above for
the year ended December 31, 2008 are summa-
rized as follows:



Revenues:
Development fees $ 735,939
Asset management fees 154,983
Interest income 60,779

$ 951,701

Related party interest income is generated by
notes receivable and development fees receivable
due from affiliated organizations (see notes 7 and

8).

Investments

Investments, carried at fair value, consist of cer-
tificates of deposit at December 31, 2008 totaling
$604,344.

Receivables From Affiliated
Organizations, Net

Amounts due from affiliated organizations at De-
cember 31, 2008, net of $338,886 in allowances for
noncollection and discounts, consist of the fol-
lowing:

Current:
Village at the Headwaters, LP [A] $ 60,000
Oak Associates, LP 11,143
Rosemont Town Homes
Associates, LP 4,820
Other 9,786
85,749
Long-term:
Autumn Park Renewal, LP [B] 619,743
Charleston, LP [C] 529,430
Village at the Headwaters, LP [A] 89,721
Qak Associates, LP [D] 82,118
Trenton Terrace, LP 13,420
Weidler Renewal, LP 6,304
1,340,736
Total $ 1,426,485

[A] In 2005, NHA entered into a development services agree-
ment with Village at the Headwaters, LP. In consideration of
the services provided pursuant to this agreement, NHA earned
$100,000 in 2005 and $500,000 in 2006 for a total of $600,000
in development fees generated by the project. As of December
31,2008, $442,204 has been collected. The organization ex-
pects to collect $60,000 in 2009 and the remaining $97,796
long-term portion is subject to the availability of cash, and is
subordinate to cash that may be required for the underwriting
of operating deficits and other costs. At December 31, 2008,
the long-term balance is reported in the accompanying finan-
cial statements at $139,427, which is the present value of the
expected future cash flows using a discount factor of 6.5%.

At December 31, 2008, Village at the Headwaters, LP also
owed $20,300 to NHA for partnership management fees ac-
crued of which $10,006 has been reserved.

[B] In 2005, NHA (through Autumn Park GP, LLC) entered
into a development services agreement with Autumn Park Re-
newal, LP. In consideration of the services provided pursuant
to this agreement, NHA earned $850,000 in development fees
generated by the project. Interest on the outstanding balance
is calculated at 5.5% according to the development services
agreement. Total unpaid developer fees, including accrued in-
terest, at December 31, 2008 is $589,743 and is subject to the
availability of cash and subordinate to cash that may be re-
quired for the underwriting of operating deficits and other
costs.

At December 31, 2008, Autumn Park Renewal, LP also owed
$157,739 to NHA for partnership management fees accrued of
which $127,739 has been reserved.

[C] In 2008, NHA (through Charleston GP, LLC) entered into
a development services agreement with Charleston, LP. In
consideration of the services provided pursuant to this agree-
ment, NHA is entitled to $1,116,060 in development fees gen-
erated by the project to be recognized based on the percentage
completed each year. At December 31, 2008, the project was
60.742% complete with NHA earning $677,917 during the
year. At December 31, 2008, Charleston, LP owed $529,430 to
NHA related to development fees earned during the year.

[D] In 1999, NHA (through 333 Associates, LLC) entered into
a development services agreement with Oak Associates, LP to
develop the Oaks Apartments. In consideration of the services
provided pursuant to this agreement, NHA earned 30% of the
$733,632 in development fees generated by the project, or
$220,090. As of December 31, 2008, $92,480 has been col-
lected. The long-term balance of $127,610 is subject to the
availability of cash, and is subordinate to cash that may be re-
quired for the underwriting of operating deficits and other
costs. At December 31, 2008, the long-term balance is re-
ported in the accompanying financial statements at $82,118,
which is the present value of the expected future cash flows us-
ing a discount factor of 6.5%.
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Notes Receivable From Affiliated
Organizations

Notes receivable from affiliates at December 31,
2008 consist of the following:

Trenton Terrace, LP [A] $ 5,665,510

Autumn Park Renewal, LP [B] 291,003
Charleston, LP [C] 215,638
Village at the Headwaters, LP [D] 165,473
Clackamas Community

Land Trust [E] 84,810
Weidler Renewal, LP [F] 73,071
6,495,505

Less allowance for doubtful
collection (6,457,050)
$ 38,455

[A] In 2006, NHA obtained financing from the U.S. Depart-
ment of Housing and Urban Development under the Section
202 capital advance program for the development of the Tren-
ton Terrace Project in an amount not to exceed $5,645,200.
During the year ended December 31, 2006, NHA entered into
a loan agreement with Trenton Terrace, LP and advanced
$1,628,589 of the HUD funds for the construction of housing
for the elderly. NHA advanced an additional $762,360 in 2007
and $3,254,251 in 2008. The note bears simple interest at
0.25% with payment of principal and interest due monthly be-
ginning in March of 2008 through May 1, 2047, provided that
there are sufficient net cash flows available. The note is im-
mediately payable in full in the event of default. Given that
the conditions precedent to repayment of the loan are unlikely
to occur, NHA’s management has elected to fully reserve all
amounts advanced and accrued interest totaling $5,665,510 as
of December 31, 2008.

[B] NHA (through Autumn Park GP, LLC) issued a note to
Autumn Park Renewal, LP for up to $280,000. As of Decem-
ber 31, 2007, the full $280,000 had been drawn on this note.
The note bears simple interest at 1.0% annually. The entire
unpaid balance of principal and interest are due on or before
the earliest of (a) December 31, 2044; (b) the date that is 15
years after the close of the compliance period; (c) the date the
property is no longer a qualified low-income property; or (d)
the date the property is sold. At December 31, 2008, principal
and accrued interest outstanding totaled $291,003, and this
amount has been fully reserved.

[C] NHA issued two secured notes to Charleston, LP totaling
$212,500 at an interest rate of 2.75% annually. Unpaid princi-
pal and interest are due on July 1, 2048. At December 31,
2008, principal and accrued interest outstanding totaled
$215,638, and this amount has been fully reserved.

[D] NHA issued a secured note to the Village at the Headwa-
ters, LP for up to $150,000. As of December 31, 2006, the full
$150,000 had been drawn on this note. The note bears interest
at 1.5%, compounded annually. The entire unpaid balance of
principal and interest are due on the earliest of December 31,
2048, the sale, or transfer of the property. At December 31,
2008, principal and accrued interest outstanding totaled
$165,473, and this amount has been fully reserved.

[E] At December 31, 2008, NHA held a note receivable in the
original amount of $95,000 at an interest rate of 3.0% annu-
ally. Unpaid principal and interest are due on December 31,
2022. At December 31, 2008, the outstanding balance on the
note is $84,810, and $50,000 of this amount has been reserved.

[F] In 2006, NHA issued a secured pre-development loan to
Wiedler Renewal, LP for up to $65,000 of which $65,000 had
been drawn as of December 31, 2006. The note bears interest
at 5.35% and the entire unpaid balance of principal and inter-
est are due on December 31, 2047. At December 31, 2008,
principal and accrued interest outstanding totaled $73,071,
and $69,426 of this amount has been fully reserved.

Provision for the non-collection of loans
receivable:

During the year ended December 31, 2008, NHA’s
management elected to record a provision for the
non-collection of loans made to affiliated organi-
zations totaling $3,466,751 as follows:

$ 3,254,251
212,500

Trenton Terrace, LP
Charleston Apartments

$ 3,466,751




Investments in Affiliated Organizations

Generally, NHA is the sponsor and general part-
ner (either directly or indirectly through wholly
owned nonprofit subsidiaries) of the following
limited partnerships and limited liability corpora-
tions:

Current year

equity in
earnings
Ownership Invest- (losses) of
interest ment affiliates
Autumn Park Renewal, LP
(through Autumn
Park GP, LLC) .01% $ - -

Charleston, LP

(through Charleston GP, LLC)  .01% 300 -
Foster Townhomes, LP
(through Foster GP, LLC) .01% - -

King-Bell Associates, LP [A] 1% - -

Mayfield Court, Inc. 100% 2,600 -
Newell Creek, Inc. 100% 350 -
Oak Associates, LP

(through 333 Associates, LLC) .01% (71) (73)
Oakridge Park, LP

(through Oakridge GP, LLC) .01% 200 -
Pleasant Valley Homes, LLC 49.0% 51,068 -
Rosemont Community

Developers, LLC 23.7% - -
Rosemont Senior Housing

Associates, LP (through Villa

St. Rose Management, LLC) 01% 649,623 (36)
Rosemont Town Homes

Associates, LP (through Villa

St. Rose Management, LLC) 01% 192,443 (7)
Trenton Terrace, LP .01% 61,781 (11)
Victorian Inn, LP 1% 396,384 —
Village at The Headwaters, LP

(through The Headwaters

GP,LLC) 01% 122,439 -
Weidler Renewal, LP (through

(Weidler Renewal GP, LLC) .01% 103 1

$ 1,477,220 (126)

[A] Northwest Housing Alternatives, Inc. is a limited partner
in King-Bell Associates, LP.

Each of the entities listed above was formed un-
der the laws of the State of Oregon for the pur-
pose of rehabilitating, constructing, operating
and/or investing in LIHTC projects.

10.

In 2008, NHA received equity distributions total-
ing $4,600 from Pleasant Valley Homes, LLC.
The distributions represented development fees.

Summarized financial information for the limited
partnerships and limited liability corporations at
December 31, 2008 was as follows:

Current assets $ 826,941
Restricted reserves 2,439,193
Land, buildings and equipment 50,531,752
Other assets 727,298

Total assets $ 54,525,184

Current liabilities 856,311
Due to developers and partners 9,140,885
Long-term debt 29,018,444
Total liabilities 39,015,640
Net assets 15,509,544

Total liabilities and net assets $ 54,525,184

Net decrease in net assets $ (1,280,616)

Restricted Deposits and Funded Reserves

In accordance with regulations promulgated by
the U.S. Department of Housing and Urban De-
velopment (HUD) and the State of Oregon Hous-
ing and Community Services Department
(OHCSD), NHA maintains certain restricted cash
reserves for the renewal and replacement of prop-
erty, capital improvements, necessary insurance
reserves, etc. totaling $1,393,700. These reserves
may be used only upon the authorization of HUD
or OHCSD.
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11. Land, Buildings and Equipment
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A summary of land, buildings and equipment at
December 31, 2008 is as follows:

Buildings and improvements $ 23,283,740
Land and improvements 4,490,404
Construction in progress 1,410,104
Furnishings and equipment 242,727
Automobiles 10,938

29,437,913
Less accumulated depreciation (9,503,423)

$ 19,934,490

Land Held for Development

At December 31, 2008, NHA held land totaling
$1,195,752 for development of the Oakridge Park
project.

In the above categories of land and buildings, sev-
eral housing projects funded by restricted grants
and contracts are represented. In accordance
with contract stipulations, these properties must
remain available to eligible low-income house-
holds in accordance with the Low Income Hous-
ing Preservation and Resident Homeownership
Act. Failure to retain this housing exclusively for
eligible low-income families and individuals could
result in revocation of the grants and the return of
all funds received plus interest since the date of
the first advance.

As of December 31, 2008, the organization has
complied with all asset restrictions referred to
above, and also has the intention and ability to
continue to comply with those restrictions. Ac-
cordingly, no liability has been recorded in the ac-
companying financial statements.

12.

The organization has adopted the provisions of
Statement of Financial Accounting Standards No.
121, Accounting for the Impairment of Long-
Lived Assets and for Long-Lived Assets to be Dis-
posed of. Under this standard, impairment losses
on long-lived assets, such as equipment and fur-
nishings, are recognized when events or changes
in circumstances indicate that the undiscounted
cash flows estimated to be generated by such as-
sets are less than their carrying value and, accord-
ingly, all or a portion of such carrying value may
not be recoverable. Impairment losses are then
measured by comparing the fair value of assets to
their carrying amounts.

Long-Term Debt

The acquisition and rehabilitation of the organi-
zation’s properties include costs financed through
loans received from various parties. The follow-
ing obligations, all secured by property, were out-
standing at December 31, 2008:

Adult Foster Care Projects:

Trust deed notes payable to the
Oregon Housing and Community
Services Department, at 7.4%, due

in monthly payments of $2,354
through 2026. $ 277,410

Our Apartment Project:

Trust deed note payable to the
Oregon Housing and Community
Services Department, at 7.25%,
due in monthly payments of $733
through 2012. 27,113
Pre-Development Loan

for Various Affiliates:

Loan payable to Wells Fargo
Community Development Corpo-
ration, at 2.0% for the first five
years and thereafter at the greater
of 2.0% or the Treasury Rate mi-
nus 3.0%, interest due quarterly,
unpaid principal and interest due
in August of 2010 with options to

extend. 250,000



Oakridge Park:

Promissory note payable to the
Network for Oregon Affordable
Housing (NOAH), at 4.0%, with
unpaid principal and interest due
in July of 2010.

Bridges to Housing (B2H):

Loan payable to Clackamas Coun-
ty HOME Program, at 0%, due in
January of 2059 or earlier if the
property is transferred or sold or
the loan is in default.

Mollala:

Mortgage payable to Washington
Mutual, at 7.875% due in monthly
payments of $842 through 2029.

Loan payable to Clackamas
County, with payments deferred
until 2013 at 0% interest. The
loan is repayable only if the prop-
erty is sold or transferred, is
changed from affordable housing
status, or in the event of default.

DD Group Homes:

First mortgages payable to the
Oregon Housing and Community
Services Department, at rates
varying between 0.25% to 8.8%,
due in monthly aggregate pay-
ments of $19,987 through 2030.

Non-interest bearing liens payable
to the Mental Health and Devel-
opmental Disability Services Divi-
sion of the State of Oregon, re-
duced monthly in the aggregate
amount of $8,918 as long as the
properties continue to house quali-
fying tenants, through 2030.

1,500,909

235,172

100,848

66,610

2,435,725

1,782,984

Hearthstone:

Promissory note payable to the
Office of Mental Health and Ad-
diction Services of the State of
Oregon, at 5.0%, with unpaid
principal and interest due in May
of 2056. On the maturity date, the
terms of the note may be extended
or forgiven if the property has
continuously been used in accor-
dance with the note agreement.

Non-interest bearing liens payable
to the Mental Health and Addic-
tion Services Division of the State
of Oregon, reduced annually in
the amount of $3,453 as long as
the properties continue to house
qualifying tenants, through 2036.

Mayfield Court, Inc.:

Mortgage note payable to Union
Bank of California, at 6.0%
(10.0% should Mayfield Court
Associates, LP lose its qualifica-
tion for “Oregon Lenders Tax
Credits,”) due in monthly pay-
ments of $4,239 through 2024.

Seneca Terrace, LLC:

Mortgage note payable to Net-
work for Oregon Affordable
Housing (NOAH), at 5.0%, inter-
est only payments of $8,795 be-
ginning in 2009. A balloon
payment is due in May of 2010.

Loan payable to Community De-
velopment Block Grant program
and HOME of up to $200,000
each, at 2.75%, interest only pay-
ments, due in 2048.

Other LIHPRHA Projects:

Mortgage payable to GMAC
Commercial Mortgage Corp., at
7.0%, due in monthly payments of
$13,430 through 2013.

249,333

97,346

503,995

1,919,000

401,236

627,925

$ 10,475,606
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Aggregate maturities of the long-term debt for the
five years subsequent to December 31, 2008 and
thereafter are as follows:

Years ending December 31,

2009 $ 378,574
2010 4,064,393
2011 411,871
2012 400,402
2013 373,304
Thereafter 4,847,062

$ 10,475,606

Line of Credit, Government Liens and
Contingent Liabilities

At December 31, 2008, the organization has avail-
able an unsecured line of credit in the amount of
$96,500. Interest is calculated at prime plus
1.75%. At December 31, 2008, there was no bal-
ance outstanding under this agreement.

At December 31, 2008, the organization holds cer-
tain properties acquired from Multnomah
County, each having been acquired by the County
through tax foreclosure. Following the rehabili-
tation of the properties, each is to be used for a
period of no less than thirty years for low-income
rental housing. Liens on these properties totaled
$7,679 at December 31, 2008, representing the
canceled property taxes and other costs incurred
by the County in acquiring these properties. At
the end of the thirty-year period, the County will
cancel this obligation. As of December 31, 2008,
the organization has complied with all asset re-
strictions referred to above, and also has the in-
tention and ability to continue to comply with
those restrictions. Accordingly, no liability for
these liens is included in the accompanying finan-
cial statements.

14.

In addition, NHA has also entered into an “equity
gap” financing agreement with the Portland De-
velopment Commission (PDC) for the financing
of certain property, whereby if the properties are
sold, transferred, refinanced or changed as to use,
the outstanding balance of the financing must be
reported immediately to PDC. In addition, if the
operation of this property demonstrates surplus
revenue in excess of 1.15 times annual debt service
in any single year of its operation, the excess must
be shared equally with PDC. At December 31,
2008, there was no liability under these agree-
ments.

Restrictions and Limitations on Net
Assets Balances

Board-Designated Net Assets

NHA’s Board of Directors designated $449,509 of
the organization’s unrestricted net assets for long-
term investment at December 31, 2008.

Temporarily Restricted Net Assets

Temporarily restricted net assets consist of the
following at December 31, 2008:

Contributions, grants, and other
unexpended revenues and gains
available for:

Capacity building $ 150,000
Resident services 60,000
Project development 34,250
Shelter services 1,951
Other program services 5,247

$ 251,448




15.

16.

17.

Net Assets Released from Restrictions

During the year ended December 31, 2008,
$82,195 was released from temporary restrictions
by incurring expenses in satisfaction of the re-
stricted purposes specified by the organization’s
donors, or by the occurrence of other events
specified by donors.

Expenses

The costs of providing the various programs and
activities of the organization have been summa-
rized on a functional basis in the statement of ac-
tivities. Accordingly, certain costs have been allo-
cated among the programs and supporting ser-
vices benefited.

Expenses by natural classification are presented in
the statement of revenues and expenses by func-
tion.

Retirement Plan

NHA offers voluntary retirement plans as de-
scribed under Section 403(b) of the Internal Reve-
nue Code, and makes them available to substan-
tially all full-time and certain part-time employ-
ees. All employees may make voluntary contribu-
tions to the appropriate plan on a pre-tax basis,
up to the limits allowed by law, from their first
day of employment. Employees select among sev-
eral investment options. The organization con-
tributes a discretionary matching percentage of
eligible employees’ salary reduction amount.
During the year ended December 31, 2008, the or-
ganization matched 3.0% of the eligible employ-
ees’ salary reduction amount for the year. Match-
ing contributions made by the organization dur-
ing the year ended December 31, 2008 totaled
$32,637.

18.

19.

Trust Deed Note Installments Forgiven

At December 31, 2008, mortgages and liens pay-
able in the amount of $1,782,984 were owed to
the Mental Health Development Disability Ser-
vices Division of the State of Oregon under pro-
grams where the liens are reduced ratably each
month that the encumbered properties are used
exclusively and continuously to house qualifying
tenants. Principal and interest payments related
to the second mortgages are made on behalf of
NHA by the Mental Health and Developmental
Disability Services Division of Oregon to the Ore-
gon Housing and Community Services Depart-
ment. Should the organization use the properties
for any other purpose or attempt to sell the prop-
erties, the outstanding balances become due and
payable within 15 days. Principal and interest
forgiven and/or paid on behalf of NHA during
the year ended December 31, 2008 totaled
$113,259.

Conditional Grants

In 2006, NHA obtained financing from U.S. De-
partment of Housing and Urban Development
under the Section 202 capital advance program in
an amount not to exceed $5,645,200 for the de-
velopment of the Trenton Terrace Project, a
project which is owned by Trenton Terrace, LP.
As of December 31, 2008, NHA has drawn down
all available funds and advanced them to Trenton
Terrace, LP for the construction of housing for
the elderly. The capital advances do not bear in-
terest and need not be paid as long as the housing
remains available to elderly persons for at least 40
years. Failure to maintain the housing for elderly
persons will result in HUD’s seeking a return of
their funds plus interest since the date of the first
advance. A liability for the capital advance is not
reflected in the accompanying financial state-
ments, because repayment is contingent upon fu-
ture events.
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21.
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During 2008, NHA received a $300,000 grant
from Meyer Memorial Trust to be used to create
a revolving strategic growth fund that would be
used to pay development expenses on projects in
rural areas of Oregon. The first $150,000 was re-
ceived in 2008 and the remaining $150,000 is to be
paid in 2013 under the condition that NHA re-
plenish the original $150,000 in the revolving stra-
tegic growth fund by August 1, 2013. The second
installment of the grant will not be recorded by
NHA until all conditions have been met.

Contingencies

Amounts received and expended by the organiza-
tion under grants and contracts with various fed-
eral and state governmental agencies are subject
to audit and adjustment by those agencies. Any
expenditures or claims disallowed as a result of
such audits would become a liability of the or-
ganization’s general operating funds. In the opin-
ion of the organization’s management, any ad-
justment that might result from such audits
would not be material to the organization’s over-
all financial statements.

Contingent Liabilities

Financial Accounting Standards Board Interpreta-
tion No. 45, Guarantor’s Accounting and Disclo-
sure Requirements for Guarantees (“FIN No.
45”), requires a guarantor to recognize, at the in-
ception of a guarantee, a liability for the fair value
of the obligation undertaken by issuing the guar-
antee.

At December 31, 2008, NHA has provided vari-
ous guarantees to certain affiliated organizations
for the funding of operating deficits. These guar-
antees were undertaken to ensure the develop-
ment of these properties and the availability of
housing to the constituents served by the organi-
zation. NHA management believes that its esti-
mated exposure on these agreements is currently
minimal. Accordingly, NHA has no liabilities re-
corded for these guarantees at December 31, 2008.

22. Commitments

Purchase Commitments

As a part of its commitment to provide a wide
range of affordable housing options for Orego-
nians, NHA has entered into agreements to pur-
chase seven properties to be added to its preserva-
tion project portfolio. At December 31, 2008,
outstanding purchase commitments totaled
$11,578,000. Termination clauses contained in
these contracts allow for a contract to be termi-
nated with proper notice. Final closing on these
properties occurred in January of 2009.

Construction Commitments

In November of 2008, NHA engaged a contractor
to provide rehabilitation work on a property.
Total contract amount for such work is not to ex-
ceed $122,250. As of December 31, 2008, the con-
tract had an outstanding commitment totaling

$58,883.
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24.

Fair Value Measurements

Included in the accompanying financial state-
ments are certain financial instruments (primarily
cash equivalents) carried at fair value. The fair
value of an asset is the amount that would be re-
ceived to sell an asset or paid to transfer a liability
in a current transaction between willing parties,
that is, other than in a forced or liquidation sale.
Fair values are based on quoted market prices
when available. When market prices are not
available, fair value is generally estimated using
discounted cash flow analyses, incorporating cur-
rent market inputs for similar financial instru-
ments with comparable terms and credit quality.

NHA'’s financial assets and liabilities carried at
fair value have been classified, for disclosure pur-
poses, based on a hierarchy defined by SFAS No.
157, Fair Value Measurements. The hierarchy
gives the highest ranking to fair values determined
using unadjusted quoted prices in active markets
for identical assets and liabilities (Level 1) and the
lowest ranking to fair values determined using
methodologies and models with unobservable in-
puts (Level 3).

At December 31, 2008, NHA’s money market mu-
tual funds and investments are measured at fair
value on a recurring basis using quoted prices in
active markets for identical assets (i.e. Level 1).

Reclassification of 2007 Comparative
Totals

Certain 2007 amounts presented herein have been
reclassified to conform to the 2008 presentation.

25. Statement of Cash Flow Reconciliation

The following presents a reconciliation of the de-
crease in net assets (as reported on the statement
of activities) to net cash provided by operating ac-
tivities (as reported on the statement of cash
flows):

Increase in net assets $ 538,714

Adjustments to reconcile increase in
net assets to net cash provided by
operating activities:
Depreciation and amortization
Trust deed note
installments forgiven (note 18)
Accrued interest added
to note payable principal
Accrued interest added
to receivables from affiliated
organizations
Accrued interest added
to notes receivable from affiliated
organizations
Equity in losses of affiliated
organizations (note 9) 126
Equity distributions received
from affiliated organizations (note 9) 4,600
Proceeds from capital
advances restricted for
property acquisition
Provision for uncollectible notes
receivable from affiliates
In-kind contributions
of capital assets
Provision for uncollectible
receivables from affiliates
Provision for uncollectible
tenant and other receivables 8,976
Net changes in:

821,698
(113,259)

35,430

(31,712)

(29,067)

(3,474,251)
3,489,036
(112,500)

79,826

Tenant and other receivables 22,208
Grant and contract
payments receivables (206,014)
Prepaid expenses, deferred
charges and other assets (1,841)
Receivables from affiliated
organizations 420,202
Accounts payable and
accrued expenses 47,068
Accrued payroll and
related expenses 3,449
Deferred revenue 6,121
Funds held on behalf of others 8,402
Total adjustments 978,498
Net cash provided by operating
activities $ 1,517,212
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Low Income Housing Preservation and Resident
Homeownership Act Projects:

College Manor Associates, Inc.
Oakhill Associates, Inc.
Ridgeway Village Associates, Inc.
Saginaw Village Associates, Inc.
Sunnyslope Manor Associates, Inc.

Preservation Projects

Cottonwood Renewal I, LLC
Cottonwood Renewal II, LLC
Quimby Renewal, LLC
Roselyn Renewal, LLC
Seneca Terrace, LLC
Spring Renewal, LLC
Upshur Renewal, LLC

Low Income Housing Tax Credit Projects:

333 Associates, LLC
Autumn Park GP, LLC
Charleston GP, LLC
Creekside Woods GP, LLC
Foster GP, LLC
The Headwaters GP, LLC
Mayfield Court, Inc.
Newell Creek, Inc.
Oakridge GP, LLC
Villa St. Rose Management, LLC
Weidler Renewal GP, LLC

Equity Investments — Limited Partnerships:

Autumn Park Renewal, LP
Charleston, LP
Creekside Woods, LP
Foster Townhomes, LP
King-Bell Associates, LP
Mayfield Court Associates, LP
Oak Associates, LP
Oakridge Park, LP
Rosemont Senior Housing Associates, LP
Rosemont Town Homes Associates, LP
Trenton Terrace, LP
Victorian Inn, LP
Village at the Headwaters, LP
Weidler Renewal, LP



Equity Investments — Limited Liability
Corporations and Joint Ventures:

NHA/Centre Realty Services, Inc.
Pleasant Valley Homes, LLC
Rosemont Community Developers, LLC

Sponsored Programs:

Avalon
Meadowlark
River Glen Associates, Inc.
Fisher Ridge
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Mike Dykes Martha McLennan
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INQUIRIES AND OTHER INFORMATION

Administrative Offices

NORTHWEST HOUSING ALTERNATIVES, INC.
2316 S.E. Willard Street

Milwaukie, Oregon 97222-7740

(503) 654-1007
(503) 654-1319 Fax

E-Mail
info@nwhousing.org
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