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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Washington State Fruit Commission
April 1, 2021 through March 31, 2022

SECTION I - SUMMARY OF AUDITOR’S RESULTS

The results of our audit of the Washington State Fruit Commission are summarized below in
accordance with Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

Financial Statements

We issued an unmodified opinion on the fair presentation of the basic financial statements in
accordance with accounting principles generally accepted in the United States of America
(GAAP).

Internal Control over Financial Reporting:

o Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

o Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
Commission.

Federal Awards

Internal Control over Major Programs:

e Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

o Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unmodified opinion on the Commission’s compliance with requirements applicable
to each of its major federal programs.

We reported no findings that are required to be disclosed in accordance with 2 CFR 200.516(a).
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Identification of Major Federal Programs

The following programs were selected as major programs in our audit of compliance in accordance
with the Uniform Guidance.

CFDA No. Program or Cluster Title
10.601 MAP/ATP Cluster — Market Access Program
10.618 MAP/ATP Cluster — Agricultural Trade Promotion Program

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
the Uniform Guidance, was $750,000.

The Commission qualified as a low-risk auditee under the Uniform Guidance.

SECTION II - FINANCIAL STATEMENT FINDINGS

None reported.

SECTION III —- FEDERAL AWARD FINDINGS AND QUESTIONED
COSTS

None reported.
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INDEPENDENT AUDITOR’S REPORT

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

Washington State Fruit Commission
April 1, 2021 through March 31, 2022

Board of Commissioners
Washington State Fruit Commission
Yakima, Washington

We have audited, 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, 1ssued by the Comptroller General of the United States, the financial statements of the
Washington State Fruit Commission, as of and for the year ended March 31, 2022, and the related
notes to the financial statements, which collectively comprise the Commission’s basic financial
statements, and have issued our report thereon dated December 19, 2022.

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

In planning and performing our audit of the financial statements, we considered the Commission’s
internal control over financial reporting (internal control) as a basis for designing audit procedures
that are appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the
Commission’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Commission’s internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the Commission’s financial statements will not be prevented, or detected
and corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.

Our consideration of internal control was for the limited purpose described above and was not
designed to identify all deficiencies in internal control that might be material weaknesses or
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significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses or significant deficiencies may exist that were not identified.

REPORT ON COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Commission’s financial statements
are free from material misstatement, we performed tests of its compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the financial statements. However, providing an opinion on
compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Commission’s internal control or on compliance. This report is an integral part of an audit
performed in accordance with Government Auditing Standards in considering the Commission’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose. However, this report is a matter of public record and its distribution is not limited. It also
serves to disseminate information to the public as a reporting tool to help citizens assess
government operations.

%t

Pat McCarthy, State Auditor
Olympia, WA
December 19, 2022
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INDEPENDENT AUDITOR’S REPORT

Report on Compliance for Each Major Federal Program and Report on Internal
Control over Compliance in Accordance with the Uniform Guidance

Washington State Fruit Commission
April 1, 2021 through March 31, 2022

Board of Commissioners
Washington State Fruit Commission
Yakima, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

Opinion on Each Major Federal Program

We have audited the compliance of the Washington State Fruit Commission, with the types of
compliance requirements identified as subject to audit in the U.S. Office of Management and
Budget (OMB) Compliance Supplement that could have a direct and material effect on each of the
Commission’s major federal programs for the year ended March 31, 2022. The Commission’s
major federal programs are identified in the auditor’s results section of the accompanying Schedule
of Findings and Questioned Costs.

In our opinion, the Commission complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended March 31, 2022.

Basis for Opinion on Each Major Federal Program

We conducted our audit of compliance in accordance with auditing standards generally accepted
in the United States of America (GAAS); the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States,; and the
audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance)
are further described in the Auditor’s Responsibilities for the Audit of Compliance section of our
report.

We are required to be independent of the Commission and to meet our other ethical responsibilities,
in accordance with the relevant ethical requirements relating to our audit. We believe that the audit
evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
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compliance for each major federal program. Our audit does not provide a legal determination on
the Commission’s compliance with the compliance requirements referred to above.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for the
design, implementation, and maintenance of effective internal control over compliance with the
requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements
applicable to the Commission’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an
opinion on the Commission’s compliance based on our audit. Reasonable assurance is a high level
of assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted
in accordance with GAAS, Government Auditing Standards and the Uniform Guidance will always
detect a material noncompliance when it exists. The risk of not detecting a material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve collusion,
forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material, if there
is a substantial likelihood that, individually or in the aggregate, it would influence the judgement
made by a reasonable user of the report on compliance about the Commission’s compliance with
the requirements of each major federal program as a whole.

Performing an audit in accordance with GAAS, Government Auditing Standards and the Uniform
Guidance includes the following responsibilities:

o Exercise professional judgment and maintain professional skepticism throughout the audit;

o Identify and assess the risks of material noncompliance, whether due to fraud or error, and
design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the Commission’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances;

e Obtain an understanding of the Commission’s internal control over compliance relevant to
the audit in order to design audit procedures that are appropriate in the circumstances and
to test and report on internal control over compliance in accordance with the Uniform
Guidance, but not for the purpose of expressing an opinion on the effectiveness of the
Commission’s internal control over compliance. Accordingly, no such opinion is
expressed; and
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e We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and any significant deficiencies
and material weaknesses in internal control over compliance that we identified during the
audit.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing
their assigned functions, to prevent, or detect and correct, noncompliance with a type of
compliance requirement of a federal program on a timely basis. A material weakness in internal
control over compliance is a deficiency, or combination of deficiencies, in internal control over
compliance, such that there is a reasonable possibility that material noncompliance with a type of
compliance requirement of a federal program will not be prevented, or detected and corrected, on
a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a
combination of deficiencies, in internal control over compliance with a type of compliance
requirement of a federal program that is less severe than a material weakness in internal control
over compliance, yet important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
Auditor’s Responsibilities for the Audit of Compliance section above and was not designed to
identify all deficiencies in internal control that might be material weaknesses or significant
deficiencies in internal control over compliance. Given these limitations, during our audit, we did
not identify any deficiencies in internal control over compliance that we consider to be material
weaknesses, as defined above. However, material weaknesses or significant deficiencies in internal
control over compliance may exist that have not been identified.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal
control over compliance. Accordingly, no such opinion is expressed.

Purpose of this Report

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of the Uniform Guidance. Accordingly, this report is not suitable for any other
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purpose. However, this report is a matter of public record and its distribution is not limited. It also
serves to disseminate information to the public as a reporting tool to help citizens assess
government operations.

%t

Pat McCarthy, State Auditor
Olympia, WA
December 19, 2022
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INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements

Washington State Fruit Commission
April 1, 2021 through March 31, 2022

Board of Commissioners
Washington State Fruit Commission
Yakima, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinion

We have audited the accompanying financial statements of the Washington State Fruit
Commission, as of and for the year ended March 31, 2022, and the related notes to the financial

statements, which collectively comprise the Commission’s basic financial statements as listed in
the table of contents.

In our opinion, the accompanying financial statements referred to above present fairly, in all
material respects, the financial position of the Washington State Fruit Commission, as of
March 31, 2022, and the changes in financial position and cash flows thereof for the year then
ended in accordance with accounting principles generally accepted in the United States of
America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of
the Commission and to meet our other ethical responsibilities, in accordance with the relevant
ethical requirements relating to our audit. We believe that the audit evidence we have obtained is
sufficient and appropriate to provide a basis for our audit opinion.

Matters of Emphasis

As discussed in Note 1, the financial statements of the Washington State Fruit Commission, an
agency of the state of Washington, are intended to present the financial positon, and the changes
in financial position, and where applicable, cash flows of only the respective portion of the

Office of the Washington State Auditor sao.wa.gov Page 12



activities of the state of Washington that is attributable to the transactions of the Commission.
They do not purport to, and do not, present fairly in the financial position of the state of Washington
as of March 31, 2022, the changes in its financial position, or where applicable, its cash flows for
the year then ended in conformity with accounting principles generally accepted in the United
States of America. Our opinion is not modified with respect to this matter.

As discussed in Note 11 to the financial statements, the full extent of the COVID-19 pandemic’s
direct or indirect financial impact on the Commission is unknown. Our opinion is not modified
with respect to this matter

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with accounting principles generally accepted in the United States of America, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the
Commission’s ability to continue as a going concern for twelve months beyond the financial
statement date, including any currently known information that may raise substantial doubt shortly
thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinion. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

Performing an audit in accordance with GAAS and Government Auditing Standards includes the
following responsibilities:

o Exercise professional judgment and maintain professional skepticism throughout the audit;
o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
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Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements;

e Obtain an understanding of internal control relevant to the audit 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 Commission’s internal control. Accordingly, no such
opinion is expressed;

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements;

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the Commission’s ability to continue as a
going concern for a reasonable period of time; and

o Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.

Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis and required supplementary information listed in the table
of contents be presented to supplement the basic financial statements. Such information is the
responsibility of management and, although not a part of the basic financial statements, is required
by the Governmental Accounting Standards Board who considers it to be an essential part of
financial reporting for placing the basic financial statements in an appropriate operational,
economic or historical context. We have applied certain limited procedures to the required
supplementary information in accordance with auditing standards generally accepted in the United
States of America, which consisted of inquiries of management about the methods of preparing
the information and comparing the information for consistency with management’s responses to
our inquiries, the basic financial statements, and other knowledge we obtained during our audit of
the basic financial statements. We do not express an opinion or provide any assurance on the
information because the limited procedures do not provide us with sufficient evidence to express
an opinion or provide any assurance.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the Commission’s basic financial statements. The accompanying Schedule
of Expenditures of Federal Awards is presented for purposes of additional analysis as required by
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). This
supplementary information is not a required part of the basic financial statements. Such
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information is the responsibility of management and was derived from and relates directly to the
underlying accounting and other records used to prepare the basic financial statements. The
information has been subjected to the auditing procedures applied in the audit of the basic financial
statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the basic
financial statements or to the basic financial statements themselves, and other additional
procedures in accordance with auditing standards generally accepted in the United States of
America. In our opinion, the information is fairly stated, in all material respects, in relation to the
basic financial statements taken as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Govermment Auditing Standards, we have also issued our report dated
December 19, 2022 on our consideration of the Commission’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts
and 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 effectiveness of the Commission’s internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the Commission’s internal control
over financial reporting and compliance.

%t

Pat McCarthy, State Auditor
Olympia, WA
December 19, 2022
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FINANCIAL SECTION

Washington State Fruit Commission
April 1, 2021 through March 31, 2022

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2022

BASIC FINANCIAL STATEMENTS

Statement of Net Position — 2022

Statement of Revenues, Expenses and Changes in Net Position — 2022
Statement of Cash Flows — 2022
Notes to Financial Statements — 2022

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of Proportionate Share of Net Pension Liability — PERS 1, PERS 2/3 — 2022
Schedule of Employer Contributions — PERS 1, PERS 2/3 — 2022
Schedule of Changes in the OPEB Liability and Related Ratios — 2022

SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Expenditures of Federal Awards — 2022
Notes to the Schedule of Expenditures of Federal Awards — 2022
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Management’s Discussion and Analysis

As management of the Washington State Fruit Commission (Commission), we offer readers
of the Commission’s basic financial statements this narrative overview and analysis of the
financial activities of the Commission for the fiscal years ending March 31, 2021 and March
31, 2022. The intent of this discussion and analysis is to look at the Commission’s
performance as a whole. Readers should also review the notes to the financial statements
and the basic financial statements to enhance their understanding of the Commission’s
financial performance.

The Management’s Discussion and Analysis (MD&A) is an element of the new reporting
model adopted by the Governmental Accounting Standards Board (GASB) in their Statement
No. 34 Basic Financial Statements — and Management’s Discussion and Analysis — for State
and Local Governments issued in June 1999. Certain comparative information between the
current year and the prior year is required and has been presented in the MD&A.

Financial Highlights
e Revenues —
The Commission’s FY22 revenues of $10,580,875 consist of $3,346,475 in
assessment collections, $2,229,194 in publication revenue for advertising and
subscriptions sales of the Good Fruit Grower publication, $2,271,729 in federal and
state grant funds, $1,493,478 in industry assessment revenue, and $555,388 in partner
revenue. The remaining revenue of $684,611 consists of trade show, administrative
services, office space lease, investments, and other income.

In comparison, FY21 revenues of $9,745,616 consists mainly of $2,898,922 in
assessment collections, $2,100,462 in publication revenue for advertising and
subscriptions sales of the Good Fruit Grower publication, $1,885,816 in federal and
state grant funds, $1,430,401 in industry assessment revenue, and $744,183 in partner
revenue. The remaining revenue of $685,832 consists of administrative services,
office space lease, investments, and other income.

The FY22 revenues reflects an increase over prior FY21 of $835,259 which consists
mainly of an increase in assessment revenue - due to a larger cherry crop and
additional grant funding.

e Expenditures —
The Commission’s FY22 expenditures of $10,576,336 consists mainly of $6,221,006
in promotion programs, $1,493,478 in industry assessment expense, $1,477,601 in
salary and benefits, $550,362 in publication expenses, and $429,541 in administrative
services to industry partners, with the balance of $404,348 in general operations.

In comparison, FY21 expenditures of $9,920,705 consists mainly of $4,536,724 in
promotion programs, $2,585,054 in salary and benefits, $1,464,272 in industry
assessment expense, $497,492 in publication expenses, $425,354 in administrative
services with the balance of $411,809 for general operations.
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FY22 expenditures reflect a $655,631 increase over FY21, mainly due to the increase
of cherry health and nutrition messaging.

e Capital Purchases —
Total spending for capital purchases in FY22 was $53,427; up $21,005 from FY21
$32,422. FY22 capital purchase of $53,427 was for the purchase of a new vehicle
and color printer. Likewise, the total fixed assets were reduced for the removal of a
sold vehicle and obsolete items.

e Change in Accounting Principle —
In the current fiscal year, management reviewed the Commission’s fiduciary
activities and determined they meet the requirements outlined in GASB Statement
No. 84 that allows the activities to be reported as assets and liabilities on the
Commission’s proprietary fund Statement of Net Position rather than separate
fiduciary fund statements. This practical expedient is allowed when fiduciary assets
are expected to be held for three months or less.

As such, starting with the current fiscal year, Management has changed the way it
accounts for the Commission’s fiduciary activities. At the time assessment are billed
on behalf of industry partners, the Commission records a proprietary fund asset
acknowledging the billing of the assessment, and at the same time, a proprietary fund
liability recognizing the assessment payable to the industry partners. When funds
are collected, both asset and liability are reduced and those collected funds are
forwarded the following month to the related industry partners. Given the nature of
the accounts involved, no change to the fiscal year beginning proprietary fund net
position was required to make the change.

e Net Position —
The assets and outflows of the Commission exceeded its liabilities and inflows at the
close of FY22 by $5,038,829 (net position) and by $5,047,793 at the close of FY21.
The Commission’s total FY22 net position of $5,038,829 was a decrease over prior
FY21 net position by $8,964.

e The Commission continues to operate without the need for operating debt
borrowings.

Overview of the Basic Financial Statements

This discussion and analysis are intended to serve as an introduction to the Commission’s
basic financial statements. The Commission’s basic financial statements are comprised of
two components: 1) financial statements, and 2) notes to the financial statements.

Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources that
have been segregated for specific activities or objectives. The Commission, like other state
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and local governments, uses fund accounting to ensure and demonstrate compliance with
finance-related legal requirements.

Proprietary funds — All of the Commission’s services are reported in enterprise funds. They
account for activities similar to those found in the private sector, where the determination of
net income is necessary or useful to sound financial administration. They also are reported
using the full accrual method of accounting in which all assets and all liabilities associated
with the operation of these funds are included on the statement of net position. The focus of
proprietary funds is on income measurement, which, together with the maintenance of equity,
is an important financial indication.

The statement of net position presents information on the Commission’s assets, liabilities,
deferred outflow of resources, deferred inflow of resources, and net position. Over time,
increases or decreases in net position may serve as a useful indicator of whether the financial
position of the Commission is improving or deteriorating. The statement of net position can
be found on page 10 of this report.

The statement of revenues and expenses combined with the statement of changes in net
position presents information showing how the Commission’s net position changed during
the most recent fiscal year. All changes in net position are reported as soon as the underlying
event giving rise to the change occurs, regardless of the timing of related cash flows. Thus,
revenues and expenses are reported in this statement for some items that will result in cash
flows in future fiscal periods. The statement of revenues, expenses, and changes in net
position can be found on page 11 of this report.

The notes to the financial statements provide additional information that is essential to a full
understanding of the data provided in the fund financial statements. The notes to the financial
statements can be found on pages 13 through 31 of this report.

Much of the Commission’s revenues are derived from assessments collected on stone fruit
crops, federal and state grant funding, and advertising sales. Future funding resources may
be significantly affected due to weather and economic conditions.

Financial Analysis

In the Northwest cherry industry, the 2021 crop will be remembered as the year where a
never seen before heat dome settled over the growing region for a week in June and early
July. Temperatures hit as high as 118 degrees for several days across the entire growing
region. The repercussions were cataclysmic as the heat stunted fruit and rendered 20% of
the crop as unharvestable.

Regardless of the excessive and extended heat, the 2021 crop of 20.3 million 20 Ib. equivalent
boxes was still a significant sized crop and exceeded the 2020 crop of 19.8 million boxes.
The Northwest cherry harvest is an integral part of the financial activity of the Commission
and with the 2021 crop coming in slightly higher than the 2020 crop, this resulted in an
increase in assessment revenue.
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Federal and state grant revenue received by the Commission increased over the prior year by
approximately $386,000 mainly due to FY21 grant funding that was not utilized due to
COVID restrictions and thus was rolled over to FY22,

In FY22, the board authorized the use of over a million dollars in reserve funds to provide
increased health and nutrition messaging to consumers; focusing on the health-based
research activity acquired over the past few years.

Therefore, with the increased assessment and grant revenues, and the approved excess

spending, this resulted in an increase to the net position of $4,538. Therefore, at March 31,
2022, the Commission’s net position is $5,038,829, of which $3,546,735 was unrestricted.
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Table 1

Washington State Fruit Commission
Comparative Statement of Net Position

For The Years Ending March 31, 2022 and March 31, 2021

Current and Other Assets
Capital Assets (Net)

Net Pension Asset

Deferred Outflows of Resources

TOTAL ASSETS & DEFERRED OUTFLOWS of RESOURCES

Current and Other Liabilities
Noncurrent Liabilities
Deferred Inflows of Resources

TOTAL LIABILITIES & DEFERRED INFLOWS of RESOURCES

Net Position
Net Investments in Capital Assets, Net of Related Debt
Restricted Assets Related to Pension Asset

Unrestricted
TOTAL NET POSITION

2022 2021
5,980,298 6,663,951
1,251,855 1,293,125
1,459,276 -
257,504 286,708
8,049,023 8,243,784
539,785 409,302
1,798,196 2,558,803
1,572,213 227,421
3,910,194 3,195,526
1,251,855 1,293,126
240,239 -
3,546,735 3,754,667
5,038,829 5,047,793

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

Page 21



Table 2

Washington State Fruit Commission
Comparative Statement of Revenue, Expenses and Changes in Net Position

For The Years Ending March 31, 2022 and March 31, 2021

Operating Revenue:
Assessment Revenue
Partner Revenue
Publication Revenue
Trade Show Revenue

TOTAL OPERATING REVENUE

Operating Expenses:
Promotion Expenses
Publication Expenses
Salaries & Benefits
Professional Services
Depreciation
Industry Dues & Memberships
Office Expenses
Travel, Training, and Meetings
Water
Electricity
Gas
Security
Other Utilities
Materials & Other Maintenance Costs
Insurance
Taxes
TOTAL OPERATING EXPENSES
NET O PERATING LOSS

Nonoperating Revenues (Expenses):
Grant Revenue
Administrative Services Revenue
Administrative Services Expense
Office Space Lease Income
Gain/Loss of Sale of Fixed Assets
Industry Assessment Revenue
Industry Assessment Expense
Other Income
Interest Income

TOTAL NONOPERATING REVENUES (EXPENSES)

NET LOSS

Net Position (Beginning April 1)
Change in Accounting Principle
NETPOSITION, MARCH 31

2022 2021
3,346,475 2,898,922
555,388 744,183
2,229,194 2,100,462
34,030 -
6,165,087 5,743,567
6,221,006 4,536,724
550,362 497,492
1,477,601 2,585,054
13,691 10,051
94,697 96,350
139,326 150,000
38,915 43,021
8,844 1,943
5,835 4,769
13,677 11,698
5,566 4,379
18,250 18,250
8,539 8,619
22,624 27,018
13,260 12,762
21,125 22,050
8,653,318 8,031,080
(2,488,231)  (2,287,513)
2,271,729 1,885,816
513,274 499,700
(429,541) (425,353)
117,741 118,014
7,500 1,900
1,493,478 1,430,401
(1,493,478)  (1,464,272)
24 23
12,042 66,195
2,492,769 2,112,424
4,538 (175,090)
5,047,793 5,175,510
(13,501) 47,373
5,038,829 5,047,793

The accompanying notes are an integral part of these financial statements.
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Capital Assets and Long-Term Debt

CAPITAL ASSETS

The Commission’s investment in capital assets as of March 31, 2022 total $1,251,855 (net
of accumulated depreciation.) This investment in capital assets includes land, buildings,
building improvements and equipment. The FY21 investment in capital assets (net of
accumulated depreciation) was $1,293,126. The total decrease in the Commission’s
investment in capital assets for the current fiscal year was $41,271.

Major capital asset events during the current fiscal year included the purchase of a vehicle.
The detail of capital assets before depreciation are as follows:

Capital Assets at Year-end

Buildings 1,848,386
Furniture and Equipment 456,582
Land 174,240
Leasehold Improvements 340,785

Total 2,819,993
Refer to financial notes for further information.

Economic Factors and Next Year’s Budgets and Rates

The Commission is primarily dependent upon stone fruit assessment of tonnage for the
funding of promotional programs, educational programs, and business operations. Therefore,
the Commission is affected by the crop production. Pre-season cherry crop estimates
indicated a 2022 crop close to or above industry average.

However, due to inclement weather in early spring resulting with snow on the bloom, this
caused poor bee pollination and stress to the trees and therefore reduced the estimates
significantly. Although there are ample reserves, management will continue to watch the
crop estimates closely and will adjust the promotional activities accordingly.

Additional revenue sources include the Good Fruit Grower publication. The current
economic conditions both nationally and world-wide have put a stronger spotlight on a
publication’s ability to generate advertising revenue. Content remains king in terms of
attracting and retaining advertising revenue. Given the high, existing levels in usage of
digital sources of information (websites, internet search, email); the Good Fruit Grower
continues to expand its digital presence and enhance the Spanish content thus providing
further avenues of advertising exposure. Due to the industry specific readership that the Good
Fruit Grower publication reaches, current advertisers have indicated continued support
through advertising channels.
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Washington State Fruit Commission

STATEMENT OF NET POSITION
March 31, 2022

Current Assets:
Cash-Unrestricted
Investments-Unrestricted
Receivable, net
Prepaid BExpense & Other Assets

TOTAL CURRENT ASSETS
Noncurrent Assets:
Captial Assets:

Buildings
Furniture & Equipment
Land
Leasehold Improvements
Accumulated Depreciation
Total Capital Assets
Net Pension Assets:
Net Pension Assets
Total Net Pension Assets
TOTAL NONCURRENT ASSETS
TOTAL ASSETS
Deferred Outflows of Resources:
OPEB Related
Pension Related
TOTAL DEFERRED OUTFLOWS OF RESOURCES

TOTAL ASSETS AND DEFERRED OUTFLOWS OF RESOURCES

Current Liabilities:
Accounts Payable
Accrued Payroll Taxes & Benefits Payable
Assessments Payable
Compensated Absences
Current Portion of OPEB Liability
Unearned Revenue
TOTAL CURRENT LIABILITIES
Noncurrent Liabilities:
OPEB Liability
Net Pension Liability
TOTAL NONCURRENT LIABILITIES
TOTAL LIABILITIES
Deferred Inflows of Resources:
Pension Related
TOTAL DEFERRED INFLOWS OF RESOURCES
TOTAL LIABILITIES AND DEFERRED INFLOWS OF RESOURCES
Net Position:
Invested in Capital Assets, Net of Related Debt

Restricted Assets Related to Pension Asset
Unrestricted

TOTAL NET POSITION
TOTAL LIABILITIES, DEFERRED INFLOWS OF RESOURCES & NET POSITION

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

1,821,986
3,837,104
255,010
66,196
5,980,296

1,848,386
456,582
174,240
340,785

(1,568,138)
1,251,855

1,459,276
1,459,276
2,711,131
8,691,427

30,735
226,859

257,594
8,949,021

121,527
68,811
47,970

179,853
40,980
80,642

539,783

1,635,503
162,693

1,798,196
2,337,979

1,572,213
1,572,213
3,910,192

1,251,855
240,239
3,546,735
5,038,829
8,949,021
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Washington State Fruit Commission
STATEMENT OF REVENUE, EXPENSES,
AND CHANGES IN NET POSITION
For Period Ending March 31, 2022

Operating Rewvenue:

Assessment Revenue 3,346,475
Partner Revenue 555,388
Publication Revenue 2,229,194
Trade Show Revenue 34,030
TOTAL OPERATING REVENUE 6,165,087
Operating Expenses:

Promotion BExpenses 6,221,006
Publication BExpenses 550,362
Salaries & Benefits 1,477,601
Professional Services 13,691
Depreciation 94,697
Industry Dues & Memberships 139,326
Office BExpenses 38,915
Travel, Training, and Meetings 8,844
Water 5,835
Electricity 13,677
Gas 5,566
Security 18,250
Other Utilities 8,539
Materials & Other Maintenance Costs 22,624
Insurance 13,260
Taxes 21,125
TOTAL OPERATING EXPENSES 8,653,318

NET OPERATING LOSS (2,488,231)

Nonoperating Revenues (Expenses):

Grant Revenue 2,271,729
Administrative Services Revenue 513,274
Administrative Services Expense (429,541)
Office Space Lease Income 117,741
Gain/Loss of Sale of Fixed Assets 7,500
Industry Assessment Revenue 1,493,478
Industry Assessment BExpense (1,493,478)
Other Income 24
Interest Income 12042
TOTAL NONOPERATING REVENUES (EXPENSES) 2,492,769

NET LOSS 4,538

Net Position (Beginning April 1) 5,047,793

Change in Accounting Principle (13,501)

NET POSITION, MARCH 31 5,038,829

The accompanying notes are an integral part of these financial statements.
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Washington State Fruit Commission
STATEMENT OF CASH FLOWS
Year Ending March 31, 2022

CASH FLOWS FROM OPERATING ACTIVITIES:
Cash received from customers
Cash payments to suppliers
Cash payments to employees for services

Net cash used by operating activities

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES:
Administrative services income
Administrative services expense
Industry assessment revenue
Industry assessment expense
Operating grant
Lease income
Other income
Net cash provided by non-capital financing activities
CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES:
Fixed assets (Net)
Proceeds fromsale of fixed assets
Net cash (used) for capital and related financing activities

CASH FLOWS FROM INVESTING ACTIVITIES:
Interest on investments
Sale of investments
Net cash provided for investing activities

Net increase/decrease in cash and cash equivalents

Cash and cash equivalents at beginning of year
Change in accounting principle - fiduciary funds

Cash and cash equivalents at end of year

Reconciliation of Operating Income(Loss) to Net Cash Used by Operating Activities:

Operating income (loss)

Adjustments to reconcile operating income to net cash used by operating activities:
Depreciation expense
Increase (decrease) in OPEB liability
Increase (decrease) in net pension liability

Change in assets and liabilities:

Accounts receivables, net
Prepaids
Accounts and other payables
Deferred income
Accrued expenses

Net cash used by operating activities

The accompanying notes are an integral part of the cash flow statement.

2022

6,166,118
(7,812,660)

(1,477,601)

(3,124,143)

513,273
(429,541)
1,493,478
(1,493 478)
2,271,729
117,741
24
2,473,226

(53,425)
7,500
(45,925)

12,041
716,351
728,392

31,550
1,776,935

13,501
1,821,986

(2,488,230)

94,697
(578,471)
(265,431)

1,029
@177
37,980
80,642
(4,182)

(3,124,143)
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The financial statements of the Commission have been prepared in conformity with generally
accepted accounting principles (GAAP) as applied to governmental units. The
Governmental Accounting Standards Board (GASB) is the accepted standard setting body
for establishing governmental accounting and financial reporting principles. The significant
accounting policies are described below.

A. Reporting Entity

The Washington State Fruit Commission, (the Commission), a corporation and
Washington State Agency defined under RCW15.28, was created in order to develop
and promote Washington's soft tree fruits as part of an existing comprehensive
regulatory scheme, vital to the continued economic well-being of the citizens of this
state and their general welfare that its soft tree fruits be properly promoted by (a)
enabling the soft tree fruit industry to help themselves in establishing orderly, fair,
sound, efficient, and unhampered cooperative marketing, grading, and standardizing
of soft tree fruits they produce; and (b) working to stabilize the soft tree fruit industry
by increasing consumption of soft tree fruits within the state, the nation, and
internationally.

The Commission is governed by a board composed of seventeen voting members, as
follows: Ten producers, four dealers, and two processors, and the director of WSDA,
or an authorized representative. A majority of the voting members constitute a
quorum for the transaction of any business.

An annual assessment is levied upon all commercial soft tree fruits grown in the state
or packed as Washington soft tree fruit. The Commission’s financial statements
include the financial position and results of operations.

B. Basis of Accounting

The Commission uses the full-accrual basis of accounting where revenues are
recognized when earned and expenses are recognized when incurred. Capital asset
purchases are capitalized and long-term liabilities are accounted for in the appropriate
funds. Grant revenues are recognized when earned.

Proprietary funds distinguish operating revenues and expenses from non-operating
items. Operating revenues and expenses generally result from providing services and
producing and delivering goods in connection with a proprietary fund’s principal
ongoing operations. The principal operating revenues of the Commission are
assessments levied on all commercial tree soft fruit produced in Washington State or
held out as being produced in Washington State for fresh or processing use.
Operating expenses for proprietary funds include the cost of sales and services,
administrative expenses, and depreciation on capital assets. All revenue and
expenses not meeting this definition are reported as non-operating revenues and
expenses.
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C. Budgets
The Commission is not required to prepare a budget.

D. Assets, Liabilities and Fund Balance

1. Cash and Cash Equivalents

The Commission considers cash and equivalents to include all checking, savings, and
municipal investments accounts with no maturity dates. It is the Commission’s
policy to invest all temporary cash surpluses. The amount is classified on the balance
sheet as cash and equivalents in various funds. The interest on these investments is
pro-rated to the various funds.

2. Temporary Investments — See Note 2

3. Receivables

Receivables consist of amounts due from assessments, advertising in the Good Fruit
Grower magazine, and administrative and accounting services provided to other
industry members relating to the tree fruit industry.

4. Capital Assets and Depreciation — See Note 3

5. Deferred outflow/inflows of resources

In addition to assets, the statement of financial position will report a separate section
for deferred outflows of resources. This separate financial statement element
Deferred Outflows of Resources, represents a consumption of net position that applies
to a future period and so will not be recognized as an expense or expenditure until
then. The Commission has recorded deferred outflows of resources for items related
to various deferred pension and OPEB costs. In addition to liabilities, the statement
of financial position will report a separate section for deferred inflows of resources.
This separate financial statement element, Deferred Inflows of Resources, represents
an acquisition of net position that applies to a future period and so will not be
recognized as revenue until then. The Commission has recorded deferred inflows of
resources and/or deferred outflows of resources for items related to various deferred
pension adjustments.

6. Pensions — See Note 4

For purposes of measuring the net pension liability, pension assets, deferred outflows
of resources, and deferred inflows of resources related to pensions, and pension
expense, information about the fiduciary net position of all state sponsored pension
plans and additions to/deductions from those plans’ fiduciary net position have been
determined on the same basis as they are reported by the Washington State
Department of Retirement Systems. For this purpose, benefit payments (including
refunds of employee contributions) are recognized when due and payable in
accordance with the benefit terms. Investments are reported at fair value.
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7. Other Post-Employment Benefits (OPEB) — See Note 5
The Commission recognizes an OPEB liability for the actuarially determined future
benefits related to health insurance that is made available to certain retirees.

8. Accumulated Unpaid Compensated Absences

Compensated absences are absences for which employees will be paid, such as
vacation (and sick) leave. All vacation and sick pay is accrued when incurred.
Vacation pay, which may be accumulated up to 240 hours (30 days), is payable upon
resignation, retirement, or death. In FY22 and FY21, due to COVID-19 and the
restrictions on travel, the Commission agreed to allow individuals to carryover more
than the 240 hour limit to be used in FY23. Sick leave may accumulate up to 240
hours (30 days) and is not payable upon resignation, retirement or death.

9. Accrued Liabilities
These accounts consist of accrued expenses, wages, and employee benefits.

NOTE 2 - DEPOSITS AND INVESTMENTS

As required by state law, all deposits and investments of the Commission are obligations of
the U.S. Government or deposits with Washington State banks and savings and loan
institutions.

The Commission’s deposits and certificates of deposit are entirely covered by federal
depository insurance (FDIC) or by collateral held in a multiple financial institution collateral
pool administered by the Washington Public Deposit Protections Commission (PDPC).

The Commission is a voluntary participant in the Local Government Investment Pool
(LGIP), an external investment pool operated by the Washington State Treasurer. The pool
is not rated and not registered with the SEC. Rather, oversight is provided by the State
Finance Committee in accordance with RCW 43.250. Investments in the LGIP are reported
at amortized costs, which is the same as the value of the pool per share. The LGIP does not
impose any restrictions on participants withdrawal. The Commission deposited funds into
the Local Government Investment Pool (LGIP) and at FY22 reported a balance of $50,515.

The Commission’s bank balances for the fiscal year-end 2022 was 5,700,862; the book
balance at March 31, 2022 was $5,658,941 with a difference of $41,921, due to outstanding
checks and deposits.

The Commission’s investments are categorized to give an indication of the risk assumed at
year-end. The following summary shows the Commission’s investments at year-end.
Investments are insured, registered or held by the Commission or its agent in the
Commission’s name.
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Investment 3/31/21 3/31/21 3/31/22 3/31/22
Type Carrying Market Carrying Market
Cert. of Deposits| $4,553,456 | $4,553,456 |$ 3,837,105 | $ 3,837,105

NOTE 3 - CAPITAL ASSETS AND DEPRECIATION

A. General Policies
All capital assets in excess of $3,000 are capitalized and depreciated. Maintenance,
repairs, and minor renewals are accounted for as expenditures or expenses when incurred.

B. Proprietary Fund Capital Assets

The Commission’s investment in capital assets as of March 31, 2022 amounts to
$1,251,855 (net of accumulated depreciation). This is a decrease of $41,271, from capital
assets consisting of $1,293,126 (net of accumulated depreciation) at March 31, 2021.

Capital assets of proprietary funds are capitalized in their respective balance sheets and
are recognized at historical cost or estimated historical cost when purchased or
constructed.

Capital assets of proprietary funds are depreciated using the straight-line method over
the useful life of the asset as follows:

Description Years
Computers 4
Vehicles & Equipment 5
Improvements 15
Building 50

A summary of changes in capital assets are represented in the following table:
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NOTE 4 - PENSION PLANS

For purposes of measuring the net pension liability, deferred outflows of resources and
deferred inflows of resources related to pensions, and pension expense, information about
the fiduciary net position of all state sponsored pension plans and additions to/deductions
from those plans’ fiduciary net position have been determined on the same basis as they are
reported by the Washington State Department of Retirement Systems. For this purpose,
benefit payments (including refunds of employee contributions) are recognized when due
and payable in accordance with the benefit terms. Investments are reported at fair value.

The following table represents the aggregate pension amounts for all plans subject to the
requirements of the GASB Statement 68, Accounting and Financial Reporting for Pensions
for the year ended March 31, 2022:

AggregatePension Amounts — All Plans
Pension liabilities $ (162,693)
Pension assets $ 1,459,276
Deferred outflows of resources $ 226,859
Deferred inflows of resources $ (1,572,213)
Pension (benefit) expense $ (372,365)

State Sponsored Pension Plans

Substantially all of the Commission’s full-time and qualifying part-time employees
participate in the following statewide retirement systems administered by the Washington
State Department of Retirement Systems (DRS), under cost-sharing, multiple-employer
public employee defined benefit and defined contribution retirement plans. The State
Legislature establishes, and amends, laws pertaining to the creation and administration of all
public retirement systems.

The Department of Retirement Systems, a department within the primary government of the
State of Washington, issues a publicly available annual comprehensive financial report
(ACFR) that includes financial statements and required supplementary information for each
plan. The DRS ACFR may be obtained by writing to:

Department of Retirement Systems
Communications Unit

P.O. Box 48380

Olympia, WA 98540-8380

Also, the DRS ACFR may be downloaded from the DRS website at www.drs.wa.gov
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Public Employees’ Retirement System (PERS)

PERS members include elected officials; state employees; employees of the Supreme,
Appeals and Superior Courts; employees of the legislature; employees of district and
municipal courts; employees of local governments; and higher education employees not
participating in higher education retirement programs. PERS is comprised of three separate
pension plans for membership purposes. PERS plans 1 and 2 are defined benefit plans, and
PERS plan 3 is a defined benefit plan with a defined contribution component.

PERS Plan 1 provides retirement, disability and death benefits. Retirement benefits are
determined as two percent of the member’s average final compensation (AFC) times the
member’s years of service. The AFC is the average of the member’s 24 highest consecutive
service months. Members are eligible for retirement from active status at any age with at
least 30 years of service, at age 55 with at least 25 years of service, or at age 60 with at least
five years of service. Members retiring from active status prior to the age of 65 may receive
actuarially reduced benefits. Retirement benefits are actuarially reduced to reflect the choice
of a survivor benefit. Other benefits include duty and non-duty disability payments, an
optional cost-of-living adjustment (COLA), and a one-time duty-related death benefit, if
found eligible by the Department of Labor and Industries. PERS 1 members were vested
after the completion of five years of eligible service. The plan was closed to new entrants
on September 30, 1977.

Contributions

The PERS Plan 1 member contribution rate is established by State statute at 6 percent. The
employer contribution rate is developed by the Office of the State Actuary and includes an
administrative expense component that is currently set at 0.18 percent. Each biennium, the
state Pension Funding Council adopts Plan 1 employer contribution rates. The PERS Plan 1
required contribution rates (expressed as a percentage of covered payroll) during the
Commission’s fiscal year ended March 31, 2022 were as follows:

PERS Plan 1

Actual Contribution Rates: Employer Employee
4/1/21 to 6/30/21
PERS Plan 1 7.92% 6.00%
PERS Plan UAAL 4.87%
Administrative Fee 0.18%

Total 12.97% 6.00%
7/1/21 to 3/31/22
PERS Plan 1 10.07% 6.00%
Administrative Fee 0.18%

Total 10.25%
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PERS Plan 2/3 provides retirement, disability and death benefits. Retirement benefits are
determined as two percent of the member’s average final compensation (AFC) times the
member’s years of service for Plan 2 and 1 percent of AFC for Plan 3. The AFC is the
average of the member’s 60 highest-paid consecutive service months. There is no cap on
years of service credit. Members are eligible for retirement with a full benefit at 65 with at
least five years of service credit. Retirement before age 65 is considered an early retirement.
PERS Plan 2/3 members who have at least 20 years of service credit and are 55 years of age
or older, are eligible for early retirement with a benefit that is reduced by a factor that varies
according to age for each year before age 65. PERS Plan 2/3 members who have 30 or more
years of service credit and are at least 55 years old can retire under one of two provisions:
e With a benefit that is reduced by three percent for each year before age 65; or

e With a benefit that has a smaller (or no) reduction (depending on age) that imposes
stricter return-to-work rules.

PERS Plan 2/3 members hired on or after May 1, 2013 have the option to retire early by
accepting a reduction of five percent for each year of retirement before age 65. This option
is available only to those who are age 55 or older and have at least 30 years of service credit.
PERS Plan 2/3 retirement benefits are also actuarially reduced to reflect the choice of a
survivor benefit. Other PERS Plan 2/3 benefits include duty and non-duty disability
payments, a cost-of-living allowance (based on the CPI), capped at three percent annually
and a one-time duty related death benefit, if found eligible by the Department of Labor and
Industries. PERS 2 members are vested after completing five years of eligible service. Plan
3 members are vested in the defined benefit portion of their plan after ten years of service;
or after five years of service if 12 months of that service are earned after age 44.

PERS Plan 3 defined contribution benefits are totally dependent on employee contributions
and investment earnings on those contributions. PERS Plan 3 members choose their
contribution rate upon joining membership and have a chance to change rates upon changing
employers. As established by statute, Plan 3 required defined contribution rates are set at a
minimum of 5 percent and escalate to 15 percent with a choice of six options. Employers do
not contribute to the defined contribution benefits. PERS Plan 3 members are immediately
vested in the defined contribution portion of their plan.

Contributions

The PERS Plan 2/3 employer and employee contribution rates are developed by the Office
of the State Actuary to fully fund Plan 2 and the defined benefit portion of Plan 3. The Plan
2/3 employer rates include a component to address the PERS Plan 1 UAAL and an
administrative expense that is currently set at 0.18 percent. Each biennium, the state Pension
Funding Council adopts Plan 2 employer and employee contribution rates and Plan 3
contribution rates. The PERS Plan 2/3 required contribution rates (expressed as a percentage
of covered payroll) during the Commission’s fiscal year ended March 31, 2022 were as
follows:
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PERS Plan 2/3
Actual Contribution Rates: Employer Employee
4/1/21 to 6/30/21
PERS Plan 2/3 7.92% 7.92%
PERS Plan 1 UAAL 4.87%
Administrative Fee 0.18%
Employee PERS Plan 3 varies
Total 12.97% 7.92%
7/1/21 to 3/31/22
PERS Plan 2/3 6.36%
PERS Plan 1 UAAL 3.71%
Administrative Fee 0.18%
Employee PERS Plan 3 varies
Total 10.25%

The Commission’s actual PERS plan contributions were $ 78,678 to PERS Plan 1 and $
127,426 to PERS Plan 2/3 for the year ending March 31, 2022. PERS Plan 1 contributions
include $75,560 of PERS Plan 1 UAAL contributions related to PERS Plan 2/3 participation.

Actuarial Assumptions

The total pension liability (TPL) for each of the DRS plans was determined using the most
recent actuarial valuation completed in 2021 with a valuation date of June 30, 2020. The
actuarial assumptions used in the valuation were based on the results of the Office of the
State Actuary’s (OSA) 2013-2018 Demographic Experience Study Report and the 2019
Economic Experience Study.

Additional assumptions for subsequent events and law changes are current as of the2020
actuarial valuation report. The TPL was calculated as of the valuation date and rolled
forward to the measurement date of June 30, 2021. Plan liabilities were rolled forward from
June 30, 2020 to June 30, 2021, reflecting each plan’s normal cost (using the entry-age cost
method), assumed interest and actual benefit payments.

e Inflation: 2.75% total economic inflation; 3.50% salary inflation

e Salary increases: In addition to the base 3.50% salary inflation assumption, salaries
are also expected to grow by promotions and longevity.

e Investment rate of return: 7.4%
Mortality rates were develop using the Society of Actuaries’ Pub. H-2010 mortality rate as

the base table. OSA applied age offsets to better tailor the mortality rates to the
demographics of each plan. OSA applied the long-term MP-2017 generational improvement
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scale, also developed by the Society of Actuaries, to project mortality rates for every year
after the 2010 base table.

There were no changes in assumptions since the last valuation. There were changes in methods since
the last valuation.

e For purposes of the June 30, 2020 Actuarial Valuation Report (AVR), a non-contribution rate
setting valuation under current funding policy, the Office of the State Actuary (OSA) introduced
temporary method changes to produce asset and liability measures as of the valuation date. See
high-level summary below. OSA will revert back to the methods outlined in the 2019 AVR when
preparing the 2021 AVR, a contribution rate-setting valuation, which will serve as the basis for
2022 ACFR results.

e To produce measures at June 30, 2020, unless otherwise noted in the 2020 AVR, OSA relied on
the same data, assets, methods, and assumptions as the June 30, 2019 AVR. OSA projected the
data forward one year reflecting assumed new hires and current members exiting the plan as
expected. OSA estimated June 30, 2020, assets by relying on the fiscal year end 2019 assets,
reflecting actual investment performance over FY 2020, and reflecting assumed contribution
amounts and benefit payments during FY 2020. OSA reviewed the actual June 30, 2020,
participant and financial data to determine if any material changes to projection assumptions were
necessary. OSA also considered any material impacts to the plans from 2021 legislation. See the
2020 AVR for more information.

Discount Rate
The discount rate used to measure the total pension liability for all DRS plans was 7.4
percent.

To determine that rate, an asset sufficiency test was completed to test whether each pension
plan’s fiduciary net position was sufficient to make all projected future benefit payments for
current plan members. Consistent with the long-term expected rate of return, a 7.4 percent
future investment rate of return on invested assets was assumed for the test. Contributions
from plan members and employers are assumed to continue being made at contractually
required rates (including PERS 2/3, whose rates include a component for the PERS 1 plan
liabilities). Based on these assumptions, the pension plans’ fiduciary net position was
projected to be available to make all projected future benefit payments of current plan
members. Therefore, the long-term expected rate of return of 7.4 percent was used to
determine the total liability.

Long-Term Expected Rate of Return

The long-term expected rate of return on the DRS pension plan investments of 7.4 percent
was determined using a building-block-method. In selecting this assumption, the Office of
the State Actuary (OSA) reviewed the historical experience data, considered the historical
conditions that produced past annual investment returns, and considered capital market
assumptions and simulated expected investment returns provided by the Washington State
Investment Board (WSIB). The WSIB uses the capital market assumptions and their target
asset allocation to simulate future investment returns at various future times.
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Estimated Rates of Return by Asset Class

Best estimates of arithmetic real rates of return for each major asset class included in the
pension plan’s target asset allocation as of June 30, 2021, are summarized in the table below.
The inflation component used to create the table is 2.2 percent and represents the WSIB’s
most recent long-term estimate of broad economic inflation.

% Long-Term
Asset Class Target Allocation |Expected Real Rate of
Return Arithmetic

Fixed Income 20.00% 2.20%

Tangible Assets 7.00% 5.10%

Real Estate 18.00% 5.80%

Global Equity 32.00% 6.30%

Private Equity 23.00% 9.30%
100.00%

Sensitivity of Net Pension Liability/(Asset)

The table below presents the Commission’s proportionate share of the net pension liability
calculated using the discount rate of 7.4 percent, as well as what the Commission’s
proportionate share of the net pension liability would be if it were calculated using a discount
rate that is 1-percentage point lower (6.4 percent) or 1-percentage point higher (8.4 percent)
than the current rate.

Plan 1% Decrease Current Discount 1% Increase
(6.4%) Rate (7.4%) (8.4%)
PERS 1 $ 277156 | $ 162,693 | $ 62,869
PERS 2/3 $ (415,719)| $ (1,459,.276)| $ (2,318,645)

Pension Plan Fiduciary Net Position
Detailed information about the State’s pension plans’ fiduciary net position is available in
the separately issued DRS financial report.

Pension Liabilities (Assets), Pension Expense, and Deferred Outflows of Resources and
Deferred Inflows of Resources Related to Pensions.

At March 31, 2022, the Commission reported a total pension liability/(asset) of $(1,296,583)
for its proportionate share of the net pension liabilities/(assets) as follows:
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Plan 2022
PERS 1 Liability $ 162,693
PERS 2/3 (Asset) $ (1,459,276)
Total Pension Liability $ 162,693
Total Pension (Asset) $ (1,459,276)

At March 31, 2022, the Commission’s proportionate share of the collective net pension

liabilities was as follows:

Plan Proportionate Proportionate Change in
Share 3/31/21 Share 3/31/22 Proportion
PERS 1 0.013258% 0.013322% 0.000064%
PERS 2/3 0.014799% 0.014649% (0.000150%)

Employer contribution transmittals received and processed by DRS for the fiscal year ended
June 30, 2021 are used as the basis for determining each employer’s proportionate share of
the collective pension amounts reported by DRS in the Schedules of Employer and

Nonemployer Allocations.

Pension Expense

For the year ended March 31, 2022 the Commission recognized pension expense/(benefit)

as follows:

Plan 2022
PERS 1 Pension (Benefit) Expense | $ (28,226)
PERS 2/3 Pension (Benefit)Expense | $ (344,139)
Total Pension Expense $ (372,365)

Deferred Outflows of Resources and Deferred Inflows of Resources
At March 31, 2022, the Commission reported deferred outflows of resources and deferred
inflows of resources related to pensions from the following sources:
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Deferred Outflows of

Deferred Inflows of

Resources Resources
PERS 1 | PERS 2/3 PERS 1 PERS 2/3

Drffer'ences between expected and actual s - $ 70875 S ) $ 17889
experience
Net difference t.)etween prOJ.ected an.d actual s - $ i $ 180535 | § 1219613
investment earnings on pension plan investments
Changes of assumptions $ - $ 2132 | $ - $ 103,633
Changes in proportion and differences between
contributions and proportionate share of $ - $ 6,919 | $ - $ 50544
contributions
Contributions subsequent to the measurement date | $ 54,217 | $ 92,716 | $ - $ -

TOTAL| $54,217 | $ 172,642 | $ 180,535 | $1,391,679

Deferred outflows of resources related to pensions resulting from the Commission’s
contributions subsequent to the measurement date will be recognized as a reduction of the
net pension liability in the year ended March 31, 2022. Other amounts reported as deferred
outflows and deferred inflows of resources related to pensions will be recognized in pension

expense as follows:

Year ended March 31: PERS 1 PERS 2/3

2023 $ (47,824)| $ (346,739)

2024 $ (43,824)( $ (324,826)

2025 $ (41,437)| $ (309,807)

2026 $ (47,450)| $ (327,669)

2027 $ - 3 (3,575)
Thereafter $ - 3 863
TOTAL| $ (180,535)| $  (1,311,753)

NOTE 5 - OTHER POST EMPLOYMENT BENEFIT (OPEB) PLANS

The following table represents the aggregate OPEB amounts for all plans subject to the
requirements of GASB 75, Accounting and Financial Reporting for Postemployment
Benefits Other Than Pensions, for the year ended March 31, 2022:
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Aggregate OPEB Amounts
OPERB liabilities $ 1676483
OPEB assets $ -
OPEB deferred outflows of resources | $ 30,753
OPEB (benefit) expense $ (220,686)

The Commission, through the Health Care Authority (HCA) administers a single-employer
defined benefit other postemployment benefit (OPEB) plan.

OPEB Plan Description

Per Revised Code of Washington 41.05.065, the Public Employees Benefits Board (PEBB)
created under the HCA is authorized to design benefits and determine the terms and
conditions of employee and retired employee participation and coverage, including
establishment of eligibility criteria for both active and retired employees. Benefits purchased
by PEBB include medical, dental, life, and long-term disability.

The relationship between the PEBB OPEB plan, the Commission, its employees and retirees
is not formalized in a contract or plan document. Rather, the benefits are provided in
accordance with a substantive plan. A substantive plan is one in which the plan terms are
understood by the employers and plan members. This understanding is based on
communications between the HCA, employers and plan members, and the historical pattern
of practice with regard to sharing of benefit costs. The understanding by the employer and
plan members is that there is no contractual obligation to continue the substantive plan as an
employee benefit on an ongoing basis. Nevertheless, the actuarial assumption used in
valuations presented in this footnote assume that the substantive plan will be carried forward
into the future.

Employers participating in the PEBB plan include the state (which includes general
government agencies and higher education institutions), and political subdivisions.
Additionally, the PEBB plan is available to the retirees of the Commission. RCW 41.05.085
provides that contribution requirements of participating employers and of plan members are
established by and may be amended by the HCA Board of Directors. Participating employers
and active plan members are required to contribute the established benefit rates.

Eligibility
Commission members are eligible for retiree medical benefits after becoming eligible for
service retirement pension benefits (either reduced or full pension benefits) under Plan 1, 2
or 3 (see Note 4):

e Age 60 with 5 years of service

e Age 55 with 25 years of service for Plan 2,3

Former members who are entitled to a deferred vested pension benefit are not eligible to

receive medical and life insurance benefits after pension benefit commencement. Survivors
of covered members who die are eligible for medical benefits.
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Medical Benefits
Upon retirement, members are permitted to receive medical benefits. Retirees pay the
following monthly rates for pre-65 medical coverage for 2022:

Non-Medicare medical plan premiums

Kaiser Foundation
Health Plan of the [Kaiser Foundation Health Plan of Washington
Northwest ®

Classic | CDHP Classic | SoundChoice | Value CDHP Classic Plus Select CDHP

Uniform Medical Plan (administerd by
Regence BlueShield)

Monthly premiums

768|$ 644|8 813
1531 |$ 1277($ 1621
1341 (% 1133|$ 1419
2104 [$ 1708 |$% 2228

Subscriber 659 |$ 722 ($ 641|$ 719|$ 687 (% 648|$ 639
1313 |$ 1439($ 1273|$ 1432|$ 1369|$ 1290($ 1270
1150 [$ 1260($ 1130|$ 1254|$ 1199|$ 1130($ 1127

1804 |$ 1976($ 1703|$ 1968|$ 1881|$ 1773($ 1700

Subscriber & spouse’
Subscriber & children

@ | B | H | B

Subscriber, spouse,1 & children

1. Or state-registerd domestic partner
2. If a Medicare supplement plan is selected, non-Medicare enrollees are enrolled in UMP Classic. The rates shown reflect the total due, including premiums for both plans.

3. Kaiser Foundation Health Plan of the Northwest (KFHPNW) offers plans in Clark and Cowlitz counties in Washington and select counties in Oregon.

The implicit rate subsidy is the difference between the total cost of pre-65 medical benefits
for retirees and pre-65 contributions paid by retirees. Per member health costs vary
depending on age, number of dependents and expected morbidity.

Retirees who are enrolled in Medicare Parts A and B receive an explicit rate subsidy in the
form of reduced premiums on Medicare supplemental plans.

At March 31, 2022, the following employees were covered by the benefit terms:

Employees Covered by Benefit Terms 2022
Inactive employees or beneficiaries currently receiving benefits 13
Inactive employees entitled to but not yet receiving benefits 0
Active employees 23
Total 36

The plan is funded on a pay-as-you-go basis and there are no assets accumulated in a
qualifying trust.

Assumptions and other Inputs

The Commission uses the alternative measurement method (AMM) in determining its total
OPEB liability. The AAM is accomplished by utilizing the AMM Online Tool provided by
the Washington State Office of the State Actuary (OSA). The OSA relied on its OPEB
Actuarial Valuation for the State’s June 30, 2021 Fiscal Year-End report for the purpose of
developing the AMM Online Tool.
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The total OPEB liability was determined using the following methodologies: actuarial
valuation date was June 30, 2021 and the measurement date was June 30, 2021. The actuarial
cost method was Early Age. The amortization method used immediate recognition.

Projections of benefits for financial reporting purposes are based on the terms of the
substantive plan the plan as understood by the employer and the plan members, and include
the types of benefits provided at the time of each valuation and the historical pattern of
sharing of benefit costs between the employer and plan members (active employees and
retirees) to that point. The actuarial methods and assumptions used include techniques that
are designed to reduce the effects of short-term volatility in actuarial accrued liabilities,
consistent with the long term perspective of the calculations.

The total OPEB liability was determined using the following actuarial assumptions, applied
to all period included in the measurement, unless otherwise specified. Inflation rate was
2.75% and the projected salary change was 3.5% plus service-based salary increases. Health
care trend rates assumptions vary slightly by medical plan. The initial rate ranges from 2-
11%, reaching an ultimate rate of approximately 4.3% in 2075. The post-retirement
participation rate is 65% and the percentage with spouse coverage is 45%

Mortality rates were based on the PubG.H-2010 (General) Table. The Office of the State
Actuary applied offsets to the base table and mortality improvements are according to MP-
2017 long-term rates. Mortality rates are applied on a generational basis, meaning members
are assumed to receive additional mortality improvements in each future year throughout
their lifetime.

The discount rate used to measure the total OPEB liability was 2.21% at the beginning of the
measurement year and 2.16% at the end of the measurement year.

Specific assumptions made by the Office of the State Actuary to develop the AMM Online
Tool that vary from those described above are: 2/3 of members select a UMP plan and 1/3
select a Kaiser Permanente (KP) plan, UMP pre- and post-Medicare costs and premiums are
equal to the Uniform Medical Plan, the Kaiser Permanente pre-Medicare costs and premiums
are a 50/50 blend of KP Classic and KP Value, the Kaiser Permanente post-Medicare costs
and premiums are equal to KP Medicare. The estimated retirement service for each active
cohort is based on the average entry age of 35. Assumption for retirement, disability,
termination, and mortality are based on the 2018 PEBB OPEB Actuarial Valuation Report.
Each cohort is assumed to be a 50/50 male/female split and eligible spouses are the same age
as the primary member. The age-based cohorts were based on the overall distribution of
Washington State employees and retirees that participate in PEBB. Dental benefits are not
included when calculating the total OPEB liability.

The following presents the total OPEB Liability calculated using the current healthcare cost
trend rate (HCTR), as well as what the OPEB liability would be if it were calculated using a
discount rate that is 1.0 percentage point lower or 1.0 percentage point higher than the current
rate.
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1.0% Decrease | Current HCTR | 1.0% Increase
2022 OPEB Liability | $ 1401153 |1 $ 1676483 | $ 2,034,261

The following presents the total OPEB liability calculated using the discount rate (DR), as
well as what the OPEB liability would be if it were calculated using a discount rate that is
1.0 percentage point lower or 1.0 percentage point higher than the current rate.

1.0% Decrease Current DR 1.0% Increase
2022 OPEB Liability | $ 1,989,668 | $ 1676483 | $ 1,427,995

Changes in the Total OPEB liability

2022
1,940,357
68,644
43,924

Total OPEB Liability at July 1 $

Service cost $

Interest $

Changes of benefit terms $

Changes in experience data and assumptions | $ (333,254)
$
$
$

Benefit payments (43,188)
Other charges -
Total OPEB Liability at June 30

1,676,483

There were no significant changes of assumptions or other inputs that affect measurement of
the total OPEB liability since the prior measurement date. There were no significant changes
to benefit terms that affected measurement of the total OPEB liability since the prior
measurement date. There were no benefit payments in the measurement period attributable
to the purchase of allocated insurance contracts.

The Commission’s reporting date is March 31, 2022. The OPEB liability valuation and
measurement dates are June 30, 2021. As of March 31, 2022 the Commission had actuarially
determined payments subsequent to the measurement date of $30,753. Such subsequent
payments are recorded as deferred outflows of resources. Accordingly, the Commission has
recognized deferred outflows of resources related to OPEB of $30,753. The deferred
outflows of resources resulting from payments subsequent to the measurement date will be
recognized as a reduction of the OPEB liability in the year ended March 31, 2023.

For further information on the results of the HCA Actuarial Valuation of the employer-
provided subsidies associated with the state’s PEBB plan, refer to:
http://leg.wa.gov/osa/additionalservices/Pages/OPEB.aspx. The plan does not issue a
separate report, however, additional information is included in the State of Washington’s
CAFR, which is available at: http://www.ofm.wa.gov/cafr/default.asp.
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NOTE 6 - DEFERRED COMPENSATION PLAN

457 Plan — Deferred Compensation Plan

Commission employees have the option of participating in an IRC, Section 457, and deferred
compensation plan administered by the state retirement system. The plan assets and all
related income are held in trust for the exclusive benefit of the participants and their
beneficiaries.

NOTE 7 - CONTINGENCIES AND LITIGATION
The Commission has recorded in its financial statements all material liabilities.

NOTE 8 — RISKS

Although risk can never be eliminated, the Washington State Fruit Commission makes every
effort to minimize risks by implementing internal controls and procedures, segregating
duties, and procuring adequate insurance coverage.

The Washington State Fruit Commission maintains applicable insurance coverage through a
self-procured insured policy obtained through Conover Insurance, an auto policy through the
Washington State Department of Enterprise Services (DES), and a policy obtained through
the Washington State Liability Self Insurance Program.

The Washington State Self-Insurance policy provides coverage up to $10 million with no
deductible for general and auto liability while the self-procured policy through Conover
Insurance, Inc. provides coverage up to $2 million aggregate for general liability with a $1
million per occurrence general liability with a $3 million umbrella that extends over the
general liability.  The State DES Commercial policy for automobiles has a $1,000
deductible.

Further, the Washington State Fruit Commission, per RCW 15.28.190, obtains up to $50,000
in coverage for the State Public Officials Bond and also up to $10 million in coverage for
crime coverage.

As stated in RCW 15.28.250, for the purpose of securing collection of soft fruit assessments,
the Washington State Department of Agriculture shall cease to provide inspection services
under Chapter 15.17 RCW to any delinquent party until that party pays all delinquent
assessments, interest, and penalties.

NOTE 9 — OTHER DISCLOSURES

The Pacific Northwest Canned Pear Service (PNCPS), a non-profit organization established
in Washington State in February 1998, was organized exclusively for the promotion and
marketing of canned pears grown and/or processed in Oregon or Washington.  The
Commission is not financially accountable for PNCPS.

From time to time the Commission acts as a clearinghouse for assessments made on industry
members under the Washington Tree Fruit Research Commission, a state agency, and the
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Processed Pear Committee, and Cherry Marketing Committee, both USDA federal entities
operating under marketing orders under #927 and #923 respectively. When the Commission
receives assessments in this manner, it records Industry Assessment Revenue. When
disbursed, funds are recorded as Industry Expense. Both are considered non-operating.

NOTE 11 — SUBSEQUENT EVENTS

Beginning around March 2020, the COVID-19 virus, as it continued to spread rapidly, was
declared a global pandemic. Business continuity, including supply chains and consumer
demand across a broad range of industries and countries were severely impacted for months
or beyond as governments and their citizens take significant and unprecedented measures to
mitigate the consequences of the pandemic. As of March 2022, Washington state and federal
restrictions were starting to relax and businesses began to moved back to a pre 2020 business
environment.

NOTE 12 - CHANGE IN ACCOUNTING PRINCIPLE

In the current fiscal year, management reviewed the Commission’s fiduciary activities and
determined they meet the requirements outlined in GASB Statement No. 84 that allows the
activities to be reported as assets and liabilities on the Commission’s proprietary fund
Statement of Net Position rather than separate fiduciary fund statements. This practical
expedient is allowed when fiduciary assets are expected to be held for three months or less.

As such, starting with the current fiscal year, Management has changed the way it accounts
for the Commission’s fiduciary activities. At the time assessment are billed on behalf of
industry partners, the Commission records a proprietary fund asset acknowledging the billing
of the assessment, and at the same time, a proprietary fund liability recognizing the
assessment payable to the industry partners. When funds are collected, both asset and
liability are reduced and those collected funds are forwarded the following month to the
related industry partners. Given the nature of the accounts involved, no change to the fiscal
year beginning proprietary fund net position was required to make the change.
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS manuals (GAAP and N )

e Learn about our training workshops (866) 902-3900

and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

e Email:
webmaster@sao.wa.qov
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http://www.sao.wa.gov/
https://sao.wa.gov/about-audits/find-your-audit-team/
https://sao.wa.gov/about-public-records/
https://sao.wa.gov/bars-annual-filing/bars-gaap-manual/
https://sao.wa.gov/bars-annual-filing/bars-cash-manual/
https://sao.wa.gov/bars-annual-filing/bars-reporting-templates/
https://sao.wa.gov/bars-annual-filing/filing-training-and-workshops/
https://sao.wa.gov/improving-government/improvement-training-videos/
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https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov



