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WINKELI:

ACCOUNTING AND ADVISORY SERVICES

Independent Auditor’s Report

To the Board of Directors
ROSE Community Development Corporation
Portland, Oregon

Report on the Financial Statements

We have audited the accompanying consolidated financial statements of ROSE Community
Development Corporation, which comprise the consolidated statement of financial position as of
June 30, 2013, and the related consolidated statements of activities, functional expenses and cash
flows for the year then ended, and the related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these consolidated
financial statements in accordance with accounting principles generally accepted in the United
States of America; this includes the design, implementation, and maintenance of internal control
relevant to the preparation and fair presentation of financial statements that are free from material
misstatement, whether due to fraud or error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these consolidated financial statements based on
our audit. We conducted our audit in accordance with auditing standards generally accepted in the
United States of America. Those standards require that we plan and perform the audit to obtain
reasonable assurance about whether the financial statements are free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity’s preparation and fair presentation of the financial statements in order to
design audit procedures that are appropriate in the circumstances, but not for the purpose of
expressing an opinion on the effectiveness of the entity’s internal control. Accordingly, we
express no such opinion. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as
well as evaluating the overall presentation of the financial statements.

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

Richard Winkel, CPA
PO Box 91637
Portland, OR 97291

tel: (503) 332-6750 -1-
fax: (888) 739-8185
email: rwinkel@winkelcpa.com



Opinion
In our opinion, the financial statements referred to above present fairly, in all material respects,
the consolidated financial position of ROSE Community Development Corporation as of June 30,

2013, and the changes in its net assets and its cash flows for the year then ended in accordance
with accounting principles generally accepted in the United States of America.

ehad Wik 7

November 7, 2013



ROSE Community Development Corporation

CONSOLIDATED STATEMENT OF FINANCIAL POSITION

June 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

ASSETS
Current Assets 2013 2012
Cash in Banks $ 708,923 $ 513,378
Cash Held by Property Managers 211,560 122,995
Grants & Contracts Receivable (note 4) 85,700 227,953
Other Receivables 8,083 11,123
Rental Deposits Held 107,498 78,646
Replacement Reserves & Escrow Accounts (note 5) 973,078 877,603
Prepaid Expenses & Deposits 2,231 2,648
Total Current Assets 2,097,073 1,834,346
Other Assets
Notes & Loans Receivable (note 18) 884,231 848,686
Investments in Partnerships (note 6) 1,268,912 1,593,565
Office Building, Furniture & Equipment-Net (note 7) 218,558 217,816
Total Other Assets 2,371,701 2,660,067
Assets Used in Operations (note 9)
Predevelopment Assets 10,162 42,903
Rental Properties-Net 19,770,370 13,104,849
Total Assets Used in Operations 19,780,532 13,147,752
Total Assets $24,249,306 $17,642,165
LIABILITIES & NET ASSETS
Current Liabilities
Current Portion - Long Term Liabilities (note 10) $ 222,995 $ 183,762
Accounts Payable 673,369 428,507
Prepaid Rent 715 71
Accrued Interest Payable 48,549 20,253
Payroll Liabilities and Vacation Accruals 18,471 22,049
Rental Deposits Held 104,122 74,841
Total Current Liabilities 1,068,221 729,483
Long Term Liabilities- Less Current Portion (note 10) 19,517,729 14,030,312
Total Liabilities 20,585,950 14,759,795
Net Assets
Unrestricted 3,613,356 2,756,488
Temporarily Restricted- Net Assets (note 15) 50,000 125,882
Total Net Assets 3,663,356 2,882,370
Commitments & Contingencies (notes 11, 12 & 13)
Total Liabilities & Net Assets $24,249,306 $17,642,165

See accompanying notes to consolidated financial statements and independent auditor's report
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ROSE Community Development Corporation

CONSOLIDATED STATEMENT OF ACTIVITIES
For The Fiscal Year Ended June 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

Temporarily 2013 2012
Support & Revenues Unrestricted Restricted Total Total
Support
Grants $ 803,112 $ - $ 803,112 $ 672,872
Contributions 514,412 - 514,412 50,486
Total Support 1,317,524 - 1,317,524 723,358
Revenues
Rental Income 1,595,023 - 1,595,023 1,223,044
Interest Income 21,056 - 21,056 21,567
Contract Revenues 47,426 - 47,426 105,349
Sales of homes - - - 1,079,700
Equity in Earnings (Losses) from Partnerships (1,947) - (1,947) (921)
Other Income 68,861 - 68,861 46,238
Total Revenues 1,730,419 - 1,730,419 2,474,977
Assets Released from Restrictions
Satisfaction of Program Restrictions (note 16) 75,882 (75,882) - -
Total Support & Revenues 3,123,825 (75,882) 3,047,943 3,198,335
Expenses
Program Services
Child Care Networks - - - 12,294
Community Development 124,207 - 124,207 41,172
Rental Development 96,784 - 96,784 84,524
For Sale Development 6,153 6,153 1,014,825
Rental Operations 1,808,646 - 1,808,646 1,325,569
Resident Services 115,070 - 115,070 141,566
Total Program Services 2,150,860 - 2,150,860 2,619,950
Support Services
Management and General 63,237 - 63,237 72,118
Fundraising 52,860 - 52,860 45,206
Total Support Services 116,097 - 116,097 117,324
Total Expenses 2,266,957 - 2,266,957 2,737,274
Change in Net Assets 856,868 (75,882) 780,986 461,061
Beginning Net Assets 2,756,488 125,882 2,882,370 2,421,309
Net Assets at End of Year $ 3,613,356 $ 50,000 $ 3,663,356 $ 2,882,370

See accompanying notes to consolidated financial statements and independent auditor's report
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ROSE Community Development Corporation

CONSOLIDATED STATEMENT OF FUNCTIONAL EXPENSES

For The Fiscal Year Ended June 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

SUPPORT SERVICES Total Total
mmuni Rental For Sal Rental Residen Managemen -

Expenses Di\c/)eloerlnetr{t Devel%ptrilent Devglo?)ﬁfent Ope‘raattiﬁns S:ri/i?:zst arij 6(lagzeeneiaxlt Fundraising 2013 2012
Salaries & Related $ 109,052 $ 84,474 $ 1,630 $ 159,044 $ 89,361 $ 53,758 $ 29,908 $ 527,227 $ 467,740
Professional Services 1,994 1,523 74 16,504 2,032 1,192 1,264 24,583 25,730
Program Supplies 215 117 4,000 458 8,279 94 11,645 24,808 -
Occupancy & Telephone 4,924 3,842 151 4,425 4,264 2,650 1,270 21,526 21,996
Postage & Printing 506 372 3 676 436 357 2,279 4,629 7,390
Insurance 564 618 17 683 752 306 150 3,090 4,607
Supplies 1,946 1,501 56 5,499 2,244 1,135 477 12,858 21,254
Professional Dues & Newsletter 851 549 120 916 639 419 163 3,657 2,018
Training 425 479 9 5,856 1,420 177 87 8,453 5,803
Depreciation Expense 2,680 2,081 84 443,749 2,161 1,432 693 452,880 306,466
Property Management - - - 298,230 - - - 298,230 216,979
Maintenance and Repair - - - 301,366 - - - 301,366 208,543
Property Insurance - - - 23,723 - - - 23,723 23,907
Utilities - - - 223,651 - - - 223,651 173,289
Interest - - - 294,911 - - - 294,911 233,964
Bad Debt - - - 19,495 - - - 19,495 14,365
Cost of Homes Sold - 340 - - - - - 340 981,909
Other Expenses 1,050 888 9 9,460 3,482 1,717 4,924 21,530 21,314

Total Expenses $ 124,207 $ 96,784 $ 6,153 $1,808,646 $ 115,070 $ 63,237 $ 52,860 $ 2,266,957 $ 2,737,274

See accompanying notes to consolidated financial statements and independent auditor's report
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ROSE Community Development Corporation

CONSOLIDATED STATEMENT OF CASH FLOWS
For the Fiscal Year Ended June 30, 2013

(WITH COMPARATIVE TOTALS FOR 2012)

Cash Flows from Operating Activities 2013 2012
Cash Received from Tenants $ 1,595,452 $ 1,219,734
Cash Received from Contractors and Contributors 1,036,103 885,062
Cash Received for Interest 3,056 3,494
Cash Received from Others 62,430 39,872
Cash Paid to Employees and Suppliers (1,136,881) (1,120,409)
Cash Paid for Interest (294,713) (232,173)
Net Cash Flows from Operating Activities (note 21) 1,265,447 795,580

Cash Flows from Investing Activities

Purchase of Furniture and Equipment (11,623) (14,306)
Capital Expenditures (2,610,371) (2,417,667)
Proceeds from (payments to) Replacement Reserves 18,441 (91,932)
Repayment (Issuance) of Note Receivable 6,275 25,002
Proceeds from Partnership conversion to ownership 87,003 -
Proceeds from sale of homes - 42,415
Net Cash Flows from Investing Activities (2,510,275) (2,456,488)

Cash Flows from Financing Activities

Payments of Debt Principal (232,198) (152,098)
Cash from Loans 1,672,571 1,925,277

Net Cash Flows from Financing Activities 1,440,373 1,773,179
Net Increase in Cash in Banks 195,545 112,271
Cash at Beginning of Year 513,378 401,107
Cash at End of Year $ 708,923 $ 513,378

Supplemental schedule of non-cash operating, investing and financing activities:

In-kind contribution of capitalized professional services 23,584 -
Inherent contribution from acquisition of limited partnershipo 441,462

Proceeds from sales of homes used for principal payments on loans - 722,116
Purchase of property financed with loan 1,501,971 1,330,893
Write-down of Long-Term Receivables 649,536 -
Deposits to replacement reserves financed with loans 45,313 -
Loan forgiveness - 335,000

See accompanying notes to consolidated financial statements and independent auditor's report
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

1. Organization

ROSE Community Development Corporation (ROSE) is a private, nonprofit organization
founded in 1991 to improve the housing, physical environment, and social and economic
conditions of neighborhoods located within outer southeast Portland, Oregon, and to
develop other programs that benefit low- and moderate-income residents of the region.

2. Summary of Significant Accounting Policies

The significant accounting policies followed by ROSE are described below to enhance the
usefulness of the financial statements to the reader.

Basis of Accounting - The accompanying financial statements have been prepared on
the accrual basis of accounting in accordance with accounting principles generally
accepted in the United States of America.

Principles of Consolidation — The accompanying financial statements include the
accounts of ROSE Housing, Inc.

ROSE Housing Inc. is a nonprofit organization which acquired the Marla Manor
Apartments and related net assets on June 12, 1996. ROSE CDC controls ROSE
Housing, Inc. All significant inter-company investments, accounts and transactions have
been eliminated in the consolidated financial statements.

Basis of Presentation - ROSE prepares its financial statements on the accrual basis of
accounting and in accordance with Accounting Standards Codification (ASC) of the
Financial Accounting Standards Board 958. ASC 958 is the standard for external
financial reporting for not-for-profit organizations. Under these provisions, net assets
and all balances and transactions are presented based on the existence or absence of
donor-imposed restrictions. Accordingly, the net assets of ROSE and changes therein are
classified and reported as follows:

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

e Temporarily restricted net assets - Assets subject to donor-imposed stipulations
that will be met either by actions of ROSE 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 stipulation or by law.



ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

Support and revenue are reported as increases in unrestricted net assets unless use of
the related assets is limited by donor-imposed restrictions. 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 stipulation or by law. Temporary restrictions
expire when the donor-stipulated purpose has been fulfilled and/or the donor-stipulated
time period has elapsed. Expirations of temporary restrictions result in the
reclassification of temporarily restricted net assets to unrestricted net assets and are
reported in the statement of activities as net assets released from restriction.

Use of Estimates - The preparation of financial statements in conformity with accounting
principles generally accepted in the United States of America requires that management
make estimates and assumptions that affect the reported amounts of assets and
liabilities, the disclosure of contingent assets and liabilities at the date of the financial
statements, and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Contributions - Contributions, which include unconditional promises to give (pledges),
are recognized as revenues in the period received. Conditional promises to give are not
recognized until they become unconditional, that is, when the conditions 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 - Contributions 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 land, buildings and equipment, or to rehabilitate existing properties, with
specific donor-imposed stipulations concerning the use of such long-lived assets are
reported as revenues of the temporarily restricted net asset class and are considered to
be released when the funds are expended for the purposes given.

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

Accounts Receivable - Management believes the amount of any uncollectible accounts
included in accounts receivable to be immaterial. Therefore, no provision for
uncollectible accounts has been made.



ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

Fixed Assets and Depreciation - Property and equipment over $3,000 is capitalized and
carried at cost, or at estimated market value when acquired by gift. Depreciation is
provided on a straight-line basis over the estimated useful lives of the respective assets,
which are generally 25 to 40 years for buildings and 3 to 5 years for equipment and
furnishings. All expenditures for repair and maintenance that do not appreciably extend
the useful life or increase the value of the assets are expensed when incurred.

Capitalized Interest — During the year ended June 30, 2013, total interest incurred was
$301,344, of which $294,911 was expensed under rental operations, and $6,433 was
expensed under occupancy. No interest was capitalized during the year ended June 30,
2013.

Investment in Partnerships — ROSE accounts for its investments in partnerships using
the equity method. Accordingly, the accompanying financial statements include ROSE’s
share of the partnership’s net income or loss.

Fundraising Expenses - ROSE has adopted Statement of Position 98-2, Accounting for
Costs of Activities of Not-for-Profit Organizations and Local Governmental Entities That
Include Fund Raising, issued by the American Institute of Certified Public Accountants.
As a result, if a fundraising activity contains joint costs that might be allocated to
programs or other activities, specific criteria regarding the audience and purpose of
activity will be considered before costs will be allocated. If the criteria are not met, all
costs are reported as fundraising expenses. During the year ended June 30, 2013 no
joint costs were allocated to programs or other activities. Total fundraising expenses for
the year totaled $ 52,860.

Revenue Recognition - All contributions and grants are considered available for
unrestricted use unless specifically restricted by the donor. Contributions received with
donor-imposed restrictions that are met in the same year in which the contributions are
received are classified as unrestricted contributions. Service revenues are recoghized at
the time services are provided and the revenues are earned.

Income Taxes - ROSE is exempt from federal and state income taxes under Section
501(c)(3) of the Internal Revenue Code and comparable state law. ROSE is also exempt
from county property taxes under ORS 307.130.

Summarized Financial Information for 2012 - The financial statements include certain
prior-year summarized comparative information in total but not by net asset class. Such
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

information does not include sufficient detail to constitute a presentation in conformity
with accounting principles generally accepted in the United States of America.
Accordingly, such information should be read in conjunction with the organization’s
financial statements for the year ended June 30, 2012, from which the summarized
information was derived.

Functional Allocation of Expenses - The costs of providing the various programs have
been summarized in the Consolidated Statement of Functional Expenses. Accordingly,
certain costs have been allocated among the programs benefited based on time studies
and management’s judgment.

Fair Value of Financial Instruments - Due to the short-term nature of cash equivalents,
prepaid expenses and other assets, accounts payable, and accrued liabilities, their fair
value approximates carrying value.

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

. Program Services

During the year ended June 30, 2013, ROSE incurred program service expenses in the

following major categories:

e Rental Housing Development - ROSE designs, finances and manages construction of
affordable apartment communities for low-income families, seniors and people with
disabilities.

e Rental Operations - The organization works with property managers and residents to
ensure that ROSE rental properties are maintained properly and perform financially.

e For-Sale Development - ROSE develops homes for sale to moderate-income first-
time homebuyers. Support is provided to help prospects successfully complete the

home buying process.

e Community Development - ROSE promotes economic opportunities and community
building activities designed to improve outer southeast Portland neighborhoods.
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

e Resident Services - This program aims to help residents of ROSE rental housing to
improve their financial and social assets. Projects included leadership development,
resource and referral, asset building and children’s activities

4. Grants and Contracts Receivable

Grants and contracts receivable at June 30, 2013 are summarized as follows:

Meyer Memorial Trust 50,000
Oregon Housing & Community Services 30,000
City of Portland 4,950
Oregon Public Health Institute 750

$ 85,700

5. Replacement Reserves, Operating Reserves, and Escrow Accounts

ROSE maintains several separate accounts that are either required by various lenders or
have been established by ROSE to meet future capital and insurance expense needs for
rental properties that are in operation. At June 30, 2013 these accounts totaled
$973,078. Most of these funds require approval from a third party before the funds can
be utilized.

6. Investments in Partnerships

ROSE serves as the general partner for two IRS Code Section 42 Tax Credit Projects
through two single-member LLC’s created for that purpose. ROSE uses the equity
method of accounting for the investments in the partnerships because, after reviewing
the partnership agreements ROSE concluded that they do not exert sufficient control of
the partnerships to consolidate the financial statements as per guidance from the
Emerging Issues Task Force Issue No. 04-5.

The investments in these partnerships are recorded in ROSE’s books at the following
amounts at June 30, 2013:

Lents 2000, LP through ROSE-Lents, LLC (0.01% interest) 1,134,708
Leander Court, LP through ROSE 122n, LLC (0.01% interest) 134,204

Total $ 1,268,912
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

Lents Village Limited Partnership became a disregarded entity as of December 31,
2012 when ROSE CDC purchased the limited partners interest. The 63-unit apartment
for seniors is wholly owned by ROSE CDC and included in the financial statements as a
ROSE CDC property. Prior to the acquisition, ROSE recognized a $1,914 loss from this
partnership.

Lents 2000 Limited Partnership is a tax credit partnership that was created to develop
and rent 36 units of affordable housing located on four different sites that the
partnership owns. Construction of the housing project was completed in December
2003. During the Limited Partnership’s year ended December 31, 2012, ROSE recorded
a $12 loss from the partnership.

Leander Court Limited Partnership is a tax credit partnership created to develop and
rent a 37-unit affordable housing apartment building. Construction was completed and
operations began fall of 2007. During the Limited Partnership’s year ended December
31, 2013, ROSE recorded a $ 21 loss from the partnership.

The following is summarized financial information for Lents Village Limited Partnership,
Lents 2000 Limited Partnership and Leander Court Limited Partnership at December 31,
2012. The information was obtained from their latest audited financial statements.

12/31/2012  12/31/2012 12/31/2012
Balance Sheet Lents Village, Lents 2000, Leander Court,
LP LP LP

Assets

Cash $ 200,673 $ 55,859 $ 20,787
Restricted Deposits & Funded Reserves 74,474 154,558 130,418
Fixed Assets - Net of Accumulated Depreciation 2,207,382 4,180,277 6,512,007
Other Assets 54,919 53,808 62,450
Total Assets 2,537,448 4,444,502 6,725,662
Liabilities & Partners' Equity

Accounts Payable 27,206 14,897 10,825
Other liabilities 14,982 25,095 124,835
Mortgages & Notes Payable 2,434,775 1,173,026 2,960,551
Total Liabilities 2,476,963 1,213,018 3,096,211
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

Capital:

General Partner 1,134,708 134,204
Limited Partner 60,485 2,096,776 3,495,247
Total Capital 60,485 3,231,484 3,629,451
Total Liabilities & Partners' Equity 2,537,448 4,444,502 6,725,662

Statement of Operations

Revenues 435,565 278,066 343,610
Expenses 424,478 266,367 330,592
Net Profit (Loss) before Depreciation & Amortization 11,087 11,699 13,018
Depreciation & Amortization 202,524 133,010 226,216
Net Loss $ (191,437) $ (121,311) $ (213,198)

7. Office Building, Furniture and Equipment

A summary of land, office building, furniture and equipment at June 30, 2013 is as

follows:

Land $ 72,000

Office building 179,400

Office equipment and furnishings 50,791
$ 302,191

Less accumulated depreciation (83,633)
$ 218,558

Total depreciation expense during the year was $10,881 during the year ended June 30,

2013.

8. Related Party Transactions

A ROSE Board Member is a free lance writer. ROSE engaged his services to assist in the
writing and editing of several grant proposals that ROSE applied for. The Board Member
was compensated $ 840 for his services in the fiscal year ending June 30, 2013.
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

9. Assets Used in Operations

A summary of rental properties used in operations and properties being developed at
June 30, 2013, is as follows:

Land $ 2,981,747
Buildings, furnishings and improvements 20,085,720
Predevelopment Assets 10,162
$ 23,077,629
Less accumulated depreciation (3,297,097)
$ 19,780,532

Total depreciation expense for assets used in operations during the year was $441,999.

10.Long-Term Liabilities

The acquisition and rehabilitation of ROSE’s rental and development properties include
costs financed through loans received from the Portland Housing Bureau and through
other borrowings from private individuals and organizations. The following obligations
were outstanding at June 30, 2013:

Portland Housing Bureau: $ 712,670
A series of notes at interest rates ranging from 3.00% to 7.00%, with payments of
principal and interest due at various dates through 2036, secured by rental properties.

Portland Housing Bureau-Equity Gap Financing: $ 12,925,584
ROSE has also entered into a series of equity gap financing agreements with the

Portland Housing Bureau (PHB). These agreements provided interest-free funds to
acquire and rehabilitate various properties. Repayment would only be required if the
property were sold or used for another purpose, or if the individual property
demonstrated program revenue in excess of 1.15 debt service coverage ratio in any

single year of its operation. Then, one half of the excess would be applied to reduce the
outstanding equity gap balance.

US Bank: $ 88,512
March 3, 2011 a 5-year extension on loan for office was issued at 6.5% and secured by
the ROSE office building. The note requires monthly payments of $814.52 for principal
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

and interest, and there will be a balloon payment estimated at $ 60,000 on March 1,
2015.

KeyBank Corporation: $ 277,470
The Beyer Court Apartments were refinanced in August 2000. The 20-year mortgage has
a fixed interest rate of 4.72%, monthly principal and interest payments of $1,987, and a
balloon payment upon maturity. The loan is secured by the apartments.

Network for Oregon Affordable Housing: $ 976,097
A 30-year note at 7.24% is secured by eleven single-family homes. Monthly payments of
$2,849 in principal and interest are due through February 2027.

A temporary 15-month note at 5% is secured by the Greenview Terrace Apartment
building. Monthly payments of $2,833.33 in accrued interest only are due through May
15, 2014, by which time this note is to be replaced with a permanent note.

Chase Bank: $ 901,489
A 30-year note at 4.91% is secured by the Country Squire Apartment building. Monthly
payments of $6,522 in principal and interest are due through June 30, 2030.

One Pacific Coast Bank: $ 1,934,504
A 20-year note at 6.50% secured by the Johnson Creek Commons Apartment building.
Monthly payments of $1,820 in principal and interest are due through October 1, 2018,
with a final balloon payment of approximately $ 63,000 on November 1, 2018.

A 15-year note at 7.30% secured by Jim and Salle’s Apartment complex. Monthly
payments of $2,420 in principal and interest are due through November 1, 2023, with a
final balloon payment of approximately $264,988 on December 1, 2023.

A 15-year note at 7% secured by Bellrose Station Apartment complex. Monthly payments
of $7,329 in principal and interest are due through March 1, 2025, with a final balloon
payment of approximately $635,692 on April 1, 2025.

A 10-year note at 6% secured by Firland Apartments. Monthly payments of $ 3,250 in

principal and interest are due through November 1, 2021, with a final balloon payment
of approximately $ 380,566 on December 1, 2021.
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

Albina Community Bank: $ 36,945
A 10-year note is secured by a second lien on property at 334 SE 80t Avenue. Monthly
payments of $324.70 in principal and interest (8.50%) are due the first five years,
followed by monthly payments of $336.75 (9.00% interest) through June 25, 2018 and
one balloon payment of approximately $33,278 on July 25, 2018.

Capital Pacific Bank: $ 1,887,453
A 15-year note at 4.69% is secured by the Lents Village Apartment building. Monthly
payments of $9,919.52 in principal and interest are due through November 30, 2027,
with a final balloon payment of approximately $1,259,593 on December 31, 2027.

Total Long Term Debt $ 19,740,724

Aggregate maturities of note principal for the five years subsequent to June 30, 2013
and thereafter are as follows:

Years ending June 30,

2014 $ 222,995
2015 291,984
2016 227,908
2017 237,978
2018 250,698
Thereafter 18,509,161

$ 19,740,724

11.Government Liens and Promissory Notes

At June 30, 2013, ROSE held certain properties donated by Multnomah County, each
having been acquired by the County through tax foreclosure.

In the past, a lien has been filed with the property which represents the total canceled
property taxes and other costs incurred by the County in obtaining the properties and
making them available to ROSE. Following rehabilitation by ROSE, each property is to be
occupied for a period of five to thirty years by low-income individuals or families as
defined in Section 3(b) of the United States Housing Act of 1937. At the end of the
agreed-upon period, 5 to 30 years depending on the property, the County will cancel the
obligation. Liens on these properties total $76,648 at June 30, 2013.
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

In October 2006 ROSE entered into a $250,000 promissory note with Bank of America
at zero percent interest. The funds represent money that was loaned to Leander Court,
LP and becomes due and payable on December 31, 2025. However, should ROSE
comply with the terms and conditions of the award of funds contained in the Affordable
Housing Program Regulatory Agreement, the full amount hereof shall be forgiven.

12.0ther Contingencies and Commitments

ROSE has received various grants and loans for use in housing projects that contain
regulatory agreements, or various conditions and obligations to develop and operate
housing that is affordable to households earning less than the Median Family Income for
the area. These commitments are for varying time periods and extend up to 60 years.

ROSE has complied with all asset restrictions and commitments mentioned above, and
has the intention and ability to continue to comply with those restrictions. Accordingly,
no liabilities have been recorded at June 30, 2013.

Amounts received or receivable under ROSE’s governmental contracts are subject to
audit and adjustment by the contractor and by various agencies of the state and federal
governments. Any expenditures or claims disallowed as a result of such audits would
become a liability on ROSE’s overall financial statements.

13.Financial Instruments with Concentrations of Credit Risk

ROSE has cash deposits at several financial institutions. Accounts at each institution are
insured by the Federal Deposit Insurance Corporation up to $250,000. At June 30, 2013
the Organization’s uninsured cash balances were approximately $187,000.

The property manager for Rose Housing, Inc. has funds in four accounts at the same
institution. The total of these four accounts do not exceed the FDIC insured limit.

Financial instruments that potentially subject ROSE to concentrations of credit risk
consist primarily of accounts receivable. ROSE’s receivables are mostly with our
partnerships, grantors, and governmental institutions, and are considered to be low in
risk.
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ROSE Community Development Corporation
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

14. In-Kind Contributions

In-kind contributions of property and other materials 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 June 30, 2013,
ROSE received $23,584 of in-kind construction labor which was capitalized as part of a
rental property.

As part of the acquisition of Lents Village, ROSE recorded an inherent contribution of
$441,462 in accordance with the provision of ASC 958-805-30-8 as follows:

Fair value of assets acquired:

Cash help by property manager $ 251,857
Other receivables 8,295
Rental deposits held 14,954
Replace reserves and escrow accounts 23,290
Prepaid expenses 3,882
Rental property 2,938,853
Total assets acquired 3,241,131

Liabilities assumed:

Accounts payable 27,234
Accrued interest payable 28,098
Rental deposits held 14,954
Long-term debt 2,406,667
Total liabilities assumed 2,476,963
Net fair value acquired 764,168
Fair value of ROSE investment in Lents Village (322,7006)
Contribution received in acquisition $ 441,462
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NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
For the Fiscal Year Ended June 30, 2013

15. Restrictions and Limitations on Net Asset Balances
At June 30, 2013, there was $50,000 of temporarily restricted net assets.
16. Net Assets Released From Restrictions

During the year ended June 30, 2013, $ 75,882 was released as there are no additional
restrictions from the donor.

17. Line of Credit

ROSE maintains an unsecured bank line of credit for $ 50,000 at a variable rate of
interest up to a maximum of 10.0%. At June 30, 2013, the full balance remained
available.

18. Notes and Loans Receivable

As part of the Leander Court, LP financing structure, ROSE was given funds from Bank of
America and the Portland Housing Bureau with the provision that the funds would be
loaned to the partnership as long term financing.

ROSE issued a promissory note to the Leander Court Limited Partnership in the amount
of $ 250,000 with the Bank of America funds. The note is at zero percent interest and
payments are deferred until November 1, 2046 when the entire unpaid principal balance
is due and payable to ROSE.

ROSE also issued a promissory note to the partnership in the amount of $ 600,000
which was the amount of the PHB grant. The note accrues interest at 3 percent per
annum from the date of each advance. At June 30, 2013, the total accrued interest for
the note is $ 134,947. Accrued interest and principal are payable to ROSE annually
based upon the cash flow priorities stated in the partnership agreement, but the entire
unpaid balance of principal is expected to be due and payable no later than December
31, 2037.
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Both Long-term note receivables have allowance accounts for doubtful collection which
are reviewed annually. The long-term note receivables also are discounted to their net
present value. The summary consists of the following at June 30, 2013:

Leander Court partnership fees $ 99,796
Leander Court promissory note 250,000
Leander Court promissory note & accrued interest 734,947
1,084,743
Less discount (200,512)
Net Notes & loans receivable $ 884,231

19. Unemployment Coverage

As a 501(c)(3) organization, ROSE CDC has elected not to participate in the State
Unemployment Tax system. However, ROSE does participate in the 501(c) Agencies
Trust program. Under the trust program, ROSE CDC makes contributions based primarily
upon prior years’ experience. Unemployment claims are paid to the state by the trust
from our reserve account. The reserve account balance at June 30, 2013 was $ 9,963.
The reserve balance is not recognized as an asset in the accompanying financial
statements, since the account is to be used to pay future unemployment claims. ROSE
CDC can be required to make additional contributions in case of unusually large claims;
however, stop-loss insurance protects the trust and its participating agencies in the
event of catastrophic losses.

20. Subsequent Events

ROSE Community Development Corporation did not have any subsequent events through
November 7, 3013, which is the date the financial statements were available to be
issued, for events requiring recording or disclosure in the financial statements for the
year ended June 30, 2013.
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21. Reconciliation of Statement of Cash Flows and Non Cash Transactions

Change in net assets $ 780,986

Adjustments to reconcile the change in net assets
to net cash from operating activities:

Depreciation 452,880
Loss on investment of limited partnerships 1,947
Accrued Income (41,820)
In-kind contributions (465,046)
Net changes in:
Cash held by property managers 163,292
Grants and contracts receivable 142,253
Other receivables 11,335
Rental deposits held (13,898)
Prepaid expenses 4,299
Accounts payable 217,628
Prepaid rent 644
Accrued interest payable 198
Payroll liabilities (3,578)
Rental deposits held payable 14,327
Total adjustments 484,461
Net Cash Flows from Operating Activities $ 1,265,447
Total cash paid for interest $ 269,375
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