YAMPA VALLEY HOUSING AUTHORITY
Financial Statements

December 31, 2010



YAMPA VALLEY HOUSING AUTHORITY

Table of Contents

Independent Auditor's Report
Management's Discussion and Analysis
Basic Financial Statements:

Statement of Net Assets
Statement of Activities
Statement of Cash Flows

Notes to Financial Statements
Supplementary Information:

Schedule of Revenues, Expenditures and Changes in Net Assets —
Budget (Non-US GAAP Basis) and Actual:
General Administrative Fund
Development Fund
Fish Creek Mobile Home Park Fund
Hillside Village Apartments Fund
Down Payment Assistance Fund

OMB Circular A-133 Section:

Independent Auditor's Report on Internal Control Over Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements
Performed in Accordance With Government Auditing Standards

Independent Auditor's Report on Compliance with Requirements That Could Have
A Direct and Material Effect on Each Major Program and on Internal Control

Over Compliance in Accordance with OMB Circular A-133
Schedule of Expenditures of Federal Awards
Notes to the Schedule of Expenditures of Federal Awards
Schedule of Findings and Questioned Costs
Summary Schedule of Prior Audit Findings

Required Supplementary Information:

Hillside Village Apartments:

Multiple Family Housing Borrower Balance Sheet — Form RD 3560—10

Multiple Family Housing Project Budget — Form RD 3560-7

28



2155 Resort Drive, Suite 222
P.O. Box 883243

Steamboat Springs, CO 80488
970-870-0563 phone

970-870-6002 fax

e

ERSON

& COMPANY, P.C.

Certified Public Accountants

B
|

CAl |

Independent Auditor's Report

The Board of Directors
Yampa Valley Housing Authority

We have audited the accompanying basic financial statements of the Yampa Valley Housing Authority (the Authority), as
of and for the year ended December 31, 2010, as listed in the table of contents. These financial statements are the
responsibility of the Authority’'s management. Our responsibility is to express an opinion on these financial statements
based on our audit. The prior year summarized comparative information has been derived from the Authority’s 2009
financial statements and, in our report dated March 11, 2010, we expressed an unqualified opinion on the respective
financial statements.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America
and the standards applicable to financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement. An audit includes
examining, on a test basis, evidence supporting the amounts and disclosures in the financial statements. An audit
also includes assessing the accounting principles used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial position
of the Yampa Valley Housing Authority as of December 31, 2010, and the changes in its financial position and its
cash flows for the year then ended in conformity with accounting principles generally accepted in the United States of
America.

In accordance with Government Auditing Standards, we have also issued our report dated March 10, 2011 on our
consideration of the Authority’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, contracts, grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance and the results of that
testing, and not to provide an opinion on the internal control over financial reporting or on compliance. That report is
an integral part of an audit performed in accordance with Government Auditing Standards and should be considered
in assessing the results of our audit.

Management's Discussion and Analysis is not a required part of the basic financial statements but is supplementary
information required by the U.S. generally accepted accounting principles. We have applied certain limited
procedures, which consisted principally of inquiries of management regarding the methods of measurement and
presentation of the required supplementary information. However, we did not audit the information and express no
opinion on it.

Our audit was conducted for the purpose of forming an opinion on the Authority’s basic financial statements. The
accompanying schedule of expenditures of federal awards and fund budgetary comparison schedules are presented
for purpose of additional analysis and is not a required part of the basic financial statements. Such information has
been subjected to the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
fairly stated in all material respects when considered in relation to the basic financial statements taken as a whole.

Cttisens Copmy P

March 10, 2011
Steamboat Springs, Colorado



Yampa Valley Housing Authority
Management’s Discussion and Analysis
December 31, 2010

As the management of the Yampa Valley Housing Authority (“YVHA”), we offer interested citizens of these financial
statements this narrative overview and analysis of the financial activities of the YVHA for the year ending December
31, 2010. We encourage readers to consider the information presented in conjunction with the YVHA's financial
statements.

Financial Highlights

e Assets in the General Administrative Fund exceeded liabilities by $264,693 at the close of the fiscal
year.

e As for the Development Fund, no revenues were realized in 2010 and operating expenses are reflective
of the continued “holding pattern” of the YVHA development projects in 2010. Operating expenses,
totaling $9,236, reflect the costs of maintenance on the Elk River Village and Sierra View properties
owned by the YVHA and the completion of a market study early in 2010 on the Elk River Village
property. Non-operating expenses of $107,641 were incurred for debt service interest expenses
associated with the land holding costs of these properties. Net loss before transfers came to $9,236.
Transfers of $125,592 were made from the General Administrative Fund. The 2010 budget started with
net assets of $272,499 culminating to net assets of $281,214 at the end of the fiscal year 2010.

o Fish Creek Mobile Home Park (‘Park”) began the year with net assets of $402,325. Operating
revenues totaled $357,293 during 2010. Funds remaining in escrow at the end of 2010 for completion
of the improvements at the railroad crossing at the Park’s entryway total $193,836. All crossing
improvements were completed and funds were released in early January, 2011 and applied to the
principal of the outstanding loan on the Park from the City of Steamboat Springs. Operating expenses
of $137,000 garners a net operating income of $220,293 for 2010. Interest payments on debt in the
amount of $137,900 and interest earned in the amount of $2,442 bring net income to $84,835 and leave
end of year net assets standing at $487,160.

e The Hillside Village Apartments (Hillside) saw operating revenues totaling $389,432 in 2010.
Considering interest income of $373, operating expenses of $406,833 and interest payments on debt of
$25,733, Hillside ended the year with net loss of $42,761. Expenditures made from reserves for the
second phase of the stair replacement project was the main contributor to the net loss. Hillside began
the year with net assets of $1,117,513 and ended 2010 with net assets valued at $1,074,752.

e A Non-Major Fund was created in 2009 to house the Down Payment Assistance programs managed by
the YVHA. Grants from the City of Steamboat Springs and repayments from other notes generated
revenues of $64,766. Interest income of $15, operating expenses $2,576, and transfers of interest
earned to the General Administrative Fund of $8,595 leave net assets at $271,075 for 2010.

Overview of Financial Statements

The financial statements included in this report are those of a special purpose government engaged only in business-
type activities. The following are included:

Statement of Net Assets — A report of the YVHA's current financial resources and capital assets.

Statement of Revenues, Expenses and Changes in Net Assets — A report of the YVHA’s operating and non-
operating revenues by major source, along with operating and non-operating expenses.

Statement of Cash Flows — A report of the YVHA's cash flows from operating, investing, capital and non-capital
activities.



Financial Analysis of the Yampa Valley Housing Authority

The following table summarizes net assets at December 31, 2010 with a comparison to December 31, 2009:

Yampa Valley Housing Authority
Management'’s Discussion and Analysis

December 31, 2010

General Development Fund Fish Creek Mobile Hillside Village Non-Major Fund Total
Administrative Home Park Fund Apartments Fund
Fund

2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009
Current Assets $280,461 | $274,189 [ $ 21935 | $ 21509 [ $§ 330,534 | $ 346,061 | $ 70456 | $ 115984 | $(2,048) | $ 31,192 | $ 701,338 | $ 788,485
Noncurrent $ 10,222 | $ 14,202 | $2,388,569 | $2,388,569 | $3,604,763 | $3,586,058 | $2,193,451 | $2,190,437 | $273,123 | $186,273 | $8,470,128 | $8,365,599
Assets
Total Assets $290,683 | $288,391 | $2,410,504 | $2,409,628 | $3,935,297 | $3,932,119 | $2,263,907 | $2,306,481 | $271,075 | $217,465 | $9,171,466 | $9,154,084
Current $ 25990 | $ 21,734 | $2,030,774 | $2,033,672 | $ 298,557 | $ 103,094 | $ 29,404 | $ 24,719 - - $2,384,725 | $2,183,219
Liabilities
Noncurrent - - $ 098516 | $ 103,457 | $3,149,580 | $3,426,700 | $1,159,751 | $1,164,249 - - $4,407,847 | $4,694,406
Liabilities
Total Liabilities | $ 25,990 | $ 21,734 | $2,129,290 | $2,137,129 | $3,448,137 | $3,529,794 | $1,189,155 | $1,188,968 - - $6,792,572 | $6,877,625
Net Assets:
Invested Cap -
Assets, Net $ 10,222 | $ 14,202 - - $ 142970 | $ 42,107 | $ 891,735 | $ 905,209 - $1,044,927 | $ 961,518
Related Debt
Restricted:
Emergencies- $ 25,003 | $ 22,547 - - - - - - - - $ 25003 |$ 22,547
TABOR
Restricted:
Revolving Loan - - - - - - - - $ 3,406 - $ 3406 |9 1,751
Fund
Unrestricted $229,468 | $229,908 | $ 281,214 | $ 267,483 | $ 344,190 | $ 360,218 | $ 183,017 | $§ 212,304 | $267,669 | $217,465 | $1,305,558 | $1,290,643
Total Net Assets | $264,693 | $266,657 | $ 281,214 | $ 267,483 | $ 487,160 | $ 402,325 | $1,074,752 | $1,117,513 | $271,075 | $217,465 | $2,378,894 | $2,276,459

The General Administrative Fund assets exceed liabilities by $264,693, indicating an ability to pay debts as they become due. Restricted net assets are funds
reserved for emergency purposes as described by the TABOR amendment to the State Constitution. The non-current asset of $10,222 is the remaining value of
the accounting software for the year plus a 2009 upgrade, and the current liabilities of $25,990 are accounts payable at the end of the year.

The Development Fund current assets include the remaining proceeds from a small balance from the 2009 General Administrative Fund transfers and additional
transfer during 2010. Noncurrent assets reflect the value of these assets being held for future development or sale. Current liabilities is the note payable for the
Elk River Village property asset that comes due and will be refinanced or sold in less than one year, and the noncurrent liabilities reflect the long term note for the
Sierra View lots in Oak Creek.
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Yampa Valley Housing Authority

Management’s Discussion and Analysis

December 31, 2010

The Fish Creek Mobile Home Park (Park) Fund current assets include cash, outstanding accounts receivable and $193,836 in escrowed funds to finish the
upgrade the railroad crossing at the entry of the Park. Current and non-current liabilities are from the loans obtained to purchase the Park and associated accrued

interest payable.

The Hillside Village Apartments (HSV) Fund current assets reflect cash held by the YVHA and outstanding rents due from tenants. Noncurrent assets reflect the
reserve and restricted funds for the complex. Current liabilities stem from outstanding accounts and notes payable at the end of the year, along with tenant
security deposits. Non-current liability is the value of the outstanding balance due to the USDA for the YVHA's purchase of the HSV apartment complex.

The Non-Major Fund holds the assets and liabilities associated with the YVHA down payment loan assistance program. Current assets were adjusted to
compensate for transfers out to the General Administrative Fund in 2010 and include the current receivable portion of program loans. Noncurrent assets reflect
the portfolio of loans outstanding including those transferred to the YVHA from the Regional Affordable Living Foundation (RALF). The fund has no current or
noncurrent liabilities.

The following table provides an analysis of the YVHA revenue, expenditures and changes in net assets for the year ended December 31, 2010.

General Fish Creek Mobile Hillside Village
Administrative Fund Development Fund Home Park Fund Apartments Fund Non-Major Fund Total**
2010 2009 2010 2009 2010 2009 2010 2009 2010 2009 2010 2009

Operating $
Revenues $239,870 | $246,391 - -| $357293 | $347,489 | $389,432 | $ 395,666 64,766 - $ 990,361 | $1,904,570
Operating 3
Expenses $125,088 | $138,742 | $ 9236 | $ 3,146 | $137,000 | $145723 | $406,833 | $ 360,488 2576 | § 3[9% 619,733 | $ 590,902
Operating : $
Income (Loss) $114,782 | $107,649 | ($ 9,236) | ($ 3,146) | $220,293 | $201,766 | ($17401) [ $ 35,178 62,190 ($ 3)|$ 370,628 | $ 341,444
Non-Operating
Revenues $
Expenses) $ 251 $296,060 | ($107,641) | ($103,838) | ($135,458) | ($138,488) | ($25,360) | ($ 25,377) 15| $ 2,088 | ($268,193) | $ 30,445
Net Income $ _
Loss) $115,033 | $403,709 | ($116,877) | ($106,984) | $ 84835 | $ 63,278 | ($42,761) | $ 9,801 62,205 | $ 2085 | % 102,435 | $ 371,889
Beginning Net $
Assets $266,657 | $190,328 | $272,499 | $267,483 | $402,325 | $339,047 | $1,117,513 | $1,107,712 | 217,465 - $2,276,459 | $1,904,570

¢ ($

.| Net Transfers 1,964) | ($327,380) | $125,592 | $ 112,000 - - - - 8,595) | $215,380 - -

Ending Net $
Assets $264,603 | $266,657 | $ 281,214 | $272499 | $487,160 | $402,325 | $1,074,752 | $1,117,513 | 271,075 | $217,465 | $2,378,894 | $2,276,459

**Totals account for $61,000 management fee eliminations in both revenues and expenses.
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Yampa Valley Housing Authority
Management’s Discussion and Analysis
December 31, 2010

Assets Held for Development

The purchase of the “Elk River Village” property, a 10.76 acre parcel in Steamboat Springs, in 2006 led to substantial
pre-development activities for an up to 67-unit housing project development in 2007 and the beginning of 2008. In
2009, the parcel was listed for sale in search of a buyer or development partner that could bring the proposal to
market. Two multi-unit properties totaling 0.69 acres in the Sierra View subdivision in Oak Creek continue to be held
for future housing development. These real estate assets’ value is carried at cost, a total of $2,388,569.

Capital Assets

Capital assets include the Hillside Village Apartments and the Fish Creek Mobile Home Park rental properties, their
related improvements and equipment, administrative furniture and equipment and the YVHA's accounting software.
The land and improvements value total of $3,579,563 for Fish Creek Mobile Home Park include $356,164 reflective of
the railroad crossing improvements completed in 2008, 2009 and 2010. The YVHA accounting software is valued at
$10,222.

Long-Term Debt

The YVHA entered into a secured promissory note agreement with First National Bank of the Rockies on August 27,
2010 that refinanced the $2,026,822 purchase money debt on the Elk River Village property, a 10.76 acre parcel in
Steamboat Springs slated for a deed restricted housing project. The note was modified and extended through August
28, 2011 at an interest rate of 5.5%. The note is secured by a deed of trust encumbering the financed property.

The YVHA refinanced its properties in the Sierra View Subdivision, two lots located in Oak Creek, in 2009. On July 3,
2009, the YVHA entered into a secured promissory note with Millenium Bank to pay off the existing debt from the
purchase of the land. The note is payable in monthly installments of $876 including interest at 5.0% with the
remaining principal due in full upon maturity on July 3, 2012. The note is secured by a deed of trust encumbering the
financed property.

As part of the transfer of the Hillside Village Apartments, the YVHA entered into a Multi Family Housing Assumption
Agreement with the USDA dated August 24, 2007 in the amount of $1,177,107 that served to consolidate the four
existing USDA loans with the Regional Affordable Living Foundation (RALF) as the borrower and that has a current
balance of $1,159,751. Monthly payments of $6,307 including interest at 6.125%, net of a monthly interest subsidy of
$3,810, and having a maturity date of August, 2037. The note is secured by a deed of trust on all rental property at
the complex.

Wells Fargo Bank, NA provided the YVHA a $2,580,000 loan under a secured loan agreement dated August 27, 2007
to acquire the Fish Creek Mobile Home Park. Monthly payments of $18,700 include interest, and the current loan
balance is $2,482,593. The remaining principal is due in full upon maturity on August 27, 2017. The note is secured
by a deed of trust on the land and improvements and a pledge of the rental revenues.

As part of the acquisition of the Fish Creek Mobile Home Park (Park), the YVHA entered into a secured promissory
note agreement dated August 27, 2007 in the amount of $954,000. The note is non-interest bearing through
September 1, 2012 at which time it will then accrue interest at the lowest municipal bond rate then available plus 1%.
All remaining funds from the railroad crossing escrow, $193,836, are required to be applied to this loan. All interest is
added to principal annually on August 31%, and principal is due in varying amounts beginning September 1, 2015
through maturity on September 1, 2022. The note is secured by a subordinated deed of trust on the land and
improvements at the Park.

iv



Yampa Valley Housing Authority
Management’s Discussion and Analysis
December 31, 2010

Budget Amendments

The YVHA made supplemental budget amendments for 2010 in the amount of $63,004 for funds awarded by the City
of Steamboat Springs for the down payment loan assistance program in April, 2010.

Future Events

The YVHA refinanced the real estate loan for the Elk River Village property in mid-2010 for an additional one-year
term. Activities surrounding the Elk River Village property have focused on finding a partner or sale of the property.
Neither has come to fruition, and current efforts are also considering strategizing with other area landowners to look
at the surrounding area in a comprehensive manner in hopes of expanding the options for use of the property. The
YVHA will be considering all available options to meet its obligations on the property, including refinancing the
property for an additional term.

The Board of Directors has determined that the YVHA will be seeking the approval of voters in November, 2011 to
levy a property tax on properties within the boundaries of the YVHA at a rate of 0.55 mills. The current proposal
would have a sunset of seven (7) years, and is anticipated to general approximately $390,000 in the first year.

Administrative staffing of the YVHA continues to be severely constrained with only a Manager handling all
administrative and managerial duties. Property managers and maintenance personnel have been maintained for
Hillside Village Apartments and Fish Creek Mobile Home Park. Accounting services are being performed on a
contract basis with a local firm familiar with the YVHA accounting software program.

Questions and Contact Information

The financial report is designed to provide a general overview of the YVHA finances for all those with an interest.
Questions concerning any of the information should be addressed to the Mary Alice Page-Allen, Manager, at
mapageallen@yvha.org or by phoning (970) 870-0167 during regular business hours. The YVHA offices are located
at Hillside Village Apartments, 627 Tamarack Drive, Steamboat Springs, CO 80487.



Assets:
Current assets:
Cash and cash equivalents
Accounts receivable
Funds held in escrow
Program loans receivable, current
Other

Total current assets

Noncurrent assets:
Assets held for development
Program loans receivable, noncurrent
Capital assets, net
Restricted cash
Loan fees, net

Total noncurrent assets
Total assets
Liabilities:
Current liabilities:
Accounts payable and accruals
Rents received in advance
Accrued interest payable

Tenant security deposits
Notes payable, current

Total current liabilities

Noncurrent liabilities:
Notes payable, noncurrent

Total liabilities

Net assets:
Invested in capital assets, net
of related debt
Restricted for:
Emergencies
Revolving loan fund
Unrestricted

Total net assets

YAMPA VALLEY HOUSING AUTHORITY
Statement of Net Assets
December 31,2010
(with summarized financial information as of December 31, 2009)

General Fish Creek Hillside Village December 31, December 31,

Administrative Development Mobile Home Apartments Nonmajor 2010 2009
Fund Fund Park Fund Fund Fund Total Total

$ 276,472 $ 21,935 $ 124,047 $ 67,641 $ (7.841) $ 482,254 $ 539,188

- - : 10,325 2,815 - 13,140 3,070

- - 193,836 - - 193,836 215,469

- - - - 5,793 5,793 28,432

3,989 - 2,326 - - 6,315 2,326

280,461 21,935 330,534 70,456 (2,048) 701,338 788,485

- 2,388,569 - - - 2,388,569 2,388,569

- - - - 273,123 273,123 186,273

10,222 - 3,579,563 2,055,984 - 5,645,769 5,644,969

- - - 137,467 - 137,467 116,808

- - 25,200 - - 25,200 28,980

10,222 2,388,569 3,604,763 2,193,451 273,123 8,470,128 8,365,599

290,683 2,410,504 3,935,297 2,263,907 271,075 9,171,466 9,154,084

25,990 - - 2,100 - 28,090 23,834

- - - - - - 2,914

- - 11,544 - - 11,544 11,909

- - - 22,806 - 22,806 18,388

- 2,030,774 287,013 4,498 - 2,322,285 2,126,174

25,990 2,030,774 298,557 29,404 - 2,384,725 2,183,219

- 98,516 3,149,580 1,159,751 - 4,407,847 4,694,406

25,990 2,129,290 3,448,137 1,189,155 - 6,792,572 6,877,625

10,222 - 142,970 891,735 - 1,044,927 961,518

25,003 - - - - 25,003 22,547

- - - - 3,406 3,406 1,751

229,468 281,214 344,190 183,017 267,669 1,305,558 1,290,643

$ 264,693 $ 281,214 $ 487,160 $ 1,074,752 $ 271,075 $ 2,378,894 $ 2,276,459

The accompanying notes are an integral part of these financial statements.
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YAMPA VALLEY HOUSING AUTHORITY
Statement of Revenues, Expenses and Changes in Net Assets
For the Year Ended December 31, 2010
(with summarized financial information for the year ended December 31, 2009)

Operating revenues:
Rents
Contributions
Grants
Management fee
Charges for services
Other

Total operating revenues

Operating expenses:
Wages and benefits
Operating and maintenance
Management fees
Professional fees .
General and administrative
Rent and utilities
Taxes and insurance
Depreciation and amortization
Other

Total operating expenses

Operating income (loss)

Non-operating revenues (expenses):

Contributions from RALF
Interest income
Interest expense

Total non-operating revenues
(expenses)

Net income (loss) before
transfers

Transfers in
Transfers out

Change in fund net assets
Net assets, beginning of year

Net assets, end of year

General Fish Creek Hillside Village December 31, December 31,
Administrative Development Mobile Home Apartments Nonmajor 2010 2009
Fund Fund Park Fund Fund Fund Eliminations Total Total
$ - - $ 344,266 $ 376,907 $ - - $ 721,173 $ 713,222
160,000 - - - - - 160,000 160,000
7,000 - - - 61,964 - 68,964 38,014
61,000 - - - - (61,000) - -

11,412 - - - - - 11,412 400

458 - 13,027 12,525 2,802 - 28,812 20,710
239,870 - 357,293 389,432 64,766 (61,000) 990,361 932,346
80,017 - - 106,979 - - 186,996 164,083

- - 29,016 90,244 - - 119,260 75,557

- - 32,000 29,000 - (61,000) - -

8,758 5,500 8,725 6,350 - - © 29,333 68,510
11,970 - 13,965 16,157 2,576 - 44,668 48,973
5,100 - 37,766 48,828 - - 91,694 89,241

552 - 1,240 16,400 - - 18,192 28,547

3,980 - 3,780 92,875 - - 100,635 98,035
14,711 3,736 10,508 - - - 28,955 17,956
125,088 9,236 137,000 406,833 2,576 (61,000) 619,733 590,902
114,782 (9,236) 220,293 (17,401) 62,190 - 370,628 341,444

- - - - - - - 295,663

251 - 2,442 373 15 - 3,081 5,684
- (107,641) (137,900) (25,733) - - (271,274) (270,902)

251 (107,641) (135,458) (25,360) 15 - (268,193) 30,445
115,033 (116,877) 84,835 (42,761) 62,205 - 102,435 371,889
8,595 125,592 - - - - 134,187 327,380
(125,592) - - - (8,595) - (134,187) (327,380)
(1,964) 8,715 84,835 (42,761) 53,610 - 102,435 371,889
266,657 272,499 402,325 1,117,513 217,465 - 2,276,459 1,904,570

$ 264,693 281,214 $ 487,160 $ 1,074,752 $ 271,075 - 2,378,894 $ 2,276,459

The accompanying notes are an integral part of these financial statements.

3



