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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

Housing Authority of the City of Kelso 
April 1, 2022 through March 31, 2023 

SECTION I – SUMMARY OF AUDITOR’S RESULTS 
The results of our audit of the Housing Authority of the City of Kelso 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: 

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

• 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 
Housing Authority. 

Federal Awards 
Internal Control over Major Programs: 

• 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.

• Material Weaknesses: We identified deficiencies that we consider to be material
weaknesses.

We issued an unmodified opinion on the Housing Authority’s compliance with requirements 
applicable to its major federal program. 

We reported 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 program was selected as a major program in our audit of compliance in accordance 
with the Uniform Guidance. 

ALN Program or Cluster Title 
14.871 Housing Voucher Cluster – Section 8 Housing Choice Vouchers 

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

The Housing Authority 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 
See Finding 2023-001. 

  

Page 5



 

Office of the Washington State Auditor sao.wa.gov 

SCHEDULE OF FEDERAL AWARD FINDINGS AND  
QUESTIONED COSTS 

Housing Authority of the City of Kelso 
April 1, 2022 through March 31, 2023 

2023-001 The Housing Authority had inadequate internal controls for 
ensuring compliance with depository agreement requirements for 
its Section 8 Housing Choice Voucher program. 

Assistance Listing Number and Title: 14.871 – Section 8 Housing Choice 
Vouchers 

Federal Grantor Name: U.S. Department of Housing and 
Urban Development (HUD) 

Federal Award/Contract Number: WA020VO 
Pass-through Entity Name: N/A 
Pass-through Award/Contract 
Number: 

 
N/A 

Known Questioned Cost Amount: $0 
Prior Year Audit Finding:  N/A  
  

  Description of Condition 
During fiscal year 2023, the Housing Authority received $2,435,667 under the 
Housing Voucher Cluster Program (HCVP). The HCVP provides rental assistance 
to help families with very low incomes afford decent, safe and sanitary rental 
housing. 

Federal regulations require recipients to establish and maintain internal controls 
that ensure compliance with program requirements. These controls include 
understanding program requirements and monitoring the effectiveness of 
established controls. 

The Housing Authority must enter into depository agreements with its financial 
institutions in the form required by HUD. The agreements serve as safeguards for 
federal funds and provide third-party rights to HUD. The terms in the agreements 
include requirements for funds to be placed in an interest-bearing account. 
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While the Housing Authority entered into a depository agreement with its financial 
institution, our audit found it did not comply with the agreement’s terms that 
required the funds to be placed in an interest-bearing account. 

We consider this internal control deficiency to be a material weakness that led to 
material noncompliance. 

Cause of Condition 
Although Housing Authority officials knew about the requirement to hold funds in 
an interest-bearing account, they thought choosing a bank account that did not 
charge fees was more fiscally responsible for handling the HCVP funds. 

Effect of Condition 
The Housing Authority it is not in compliance with the program’s depository 
agreement requirement, and no interest was earned on HCVP account balances 
during the audit period. 

Recommendation 
We recommend the Housing Authority strengthen internal controls to ensure it 
complies with depository agreement requirements. Specifically, the Housing 
Authority should ensure funds are held in an interest-bearing account, as the 
program requires. 

Housing Authority’s Response 
In the low interest environment of the past several years, the Authority arranged its 
Housing Choice Voucher bank account to achieve the best net cost savings for the 
program.  This resulted in low checking and ACH fees in exchange for a 
noninterest-bearing arrangement.  Unfortunately, while our aim was to preserve 
funding as much as possible to serve the public, this is not in compliance with the 
letter of regulations which requires this account to be interest-bearing. 

The Authority has changed the Housing Choice Voucher account to be 
interest-bearing going forward.  Unfortunately, this will result in several thousand 
dollars of additional fees per year to the program because of its many ACH 
payments to landlords.  We have consulted with HUD and have confirmed that this, 
indeed, is the required arrangement despite the cost. 
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Auditor’s Remarks 
We appreciate the Housing Authority’s commitment to resolve this finding and 
thank the Housing Authority for its cooperation and assistance during the audit. We 
will review corrective action taken during the next audit. 

Applicable Laws and Regulations 
Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance), section 516, Audit findings, establishes reporting 
requirements for audit findings. 

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes 
the requirements for auditees to maintain internal controls over federal programs 
and comply with federal program requirements. 

The American Institute of Certified Public Accountants defines significant 
deficiencies and material weaknesses in its Codification of Statements on Auditing 
Standards, section 935, Compliance Audits, paragraph 11. 

Title 24 CFR 982.156, Depositary for program funds. 
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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 

Housing Authority of the City of Kelso 
April 1, 2022 through March 31, 2023 

Board of Commissioners 
Housing Authority of the City of Kelso 
Kelso, 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, issued by the Comptroller General of the United States, the financial statements of the 
Housing Authority of the City of Kelso, as of and for the year ended March 31, 2023, and the 
related notes to the financial statements, which collectively comprise the Housing Authority’s 
basic financial statements, and have issued our report thereon dated December 14, 2023.  

REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING 
In planning and performing our audit of the financial statements, we considered the Housing 
Authority’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 Housing Authority’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Housing Authority’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 Housing Authority’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. 
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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 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist 
that were not identified. 

Given these limitations, during our audit we did not identify any deficiencies in internal control 
that we consider to be material weaknesses. 

REPORT ON COMPLIANCE AND OTHER MATTERS 
As part of obtaining reasonable assurance about whether the Housing Authority’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 
Housing Authority’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 Housing 
Authority’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. 

 
Pat McCarthy, State Auditor 

Olympia, WA 

December 14, 2023 
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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 

Housing Authority of the City of Kelso 
April 1, 2022 through March 31, 2023 

Board of Commissioners 
Housing Authority of the City of Kelso 
Kelso, Washington 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 
PROGRAM 
Opinion on Each Major Federal Program 

We have audited the compliance of the Housing Authority of the City of Kelso, 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 
Housing Authority’s major federal programs for the year ended March 31, 2023. The Housing 
Authority’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 Housing Authority 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, 2023. 

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. 
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We are required to be independent of the Housing Authority 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 compliance for each major federal program. Our audit does not provide a legal 
determination on the Housing Authority’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 Housing Authority’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 Housing Authority’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 Housing 
Authority’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: 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 
• 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 Housing Authority’s compliance with 
the compliance requirements referred to above and performing such other procedures as 
we considered necessary in the circumstances; 
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• Obtain an understanding of the Housing Authority’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 Housing Authority’s internal control over compliance. Accordingly, 
no such opinion is expressed; and 

• 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. 

Other Matters 

The results of our auditing procedures disclosed an instance of noncompliance which is required 
to be reported in accordance with the Uniform Guidance and which is described in the 
accompanying Schedule of Federal Award Findings and Questioned Costs as Finding 2023-001. 
Our opinion on each major federal program is not modified with respect to these matters.  

Housing Authority’s Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on the Housing 
Authority’s response to the noncompliance findings identified in our compliance audit described 
in the accompanying Schedule of Federal Award Findings and Questioned Costs. The Housing 
Authority’s response was not subjected to the other auditing procedures applied in the audit of 
compliance and, accordingly, we express no opinion on the response. 

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. 

Page 13



 

Office of the Washington State Auditor sao.wa.gov 

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. 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 over compliance that might be material weaknesses or significant deficiencies in 
internal control over compliance and therefore, material weaknesses or significant deficiencies 
may exist that were not identified. 

However, we identified certain deficiencies in internal control over compliance, as described in 
the accompanying Schedule of Federal Award Findings and Questioned Costs as Finding 
2023-001 that we consider to be a material weakness. 

Housing Authority’s Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on the Housing 
Authority’s response to the internal control over compliance findings identified in our audit 
described in the accompanying Schedule of Federal Award Findings and Questioned Costs. The 
Housing Authority’s response was not subjected to the other auditing procedures applied in the 
audit of compliance and, accordingly, we express no opinion on the response. 

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 
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. 

 
Pat McCarthy, State Auditor 

Olympia, WA 

December 14, 2023 
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INDEPENDENT AUDITOR’S REPORT  

Report on the Audit of the Financial Statements 

Housing Authority of the City of Kelso 
April 1, 2022 through March 31, 2023 

Board of Commissioners 
Housing Authority of the City of Kelso 
Kelso, Washington 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 
Opinion 

We have audited the accompanying financial statements of the Housing Authority of the City of 
Kelso, as of and for the year ended March 31, 2023, and the related notes to the financial 
statements, which collectively comprise the Housing Authority’s basic financial statements as 
listed in the financial section of our report. 

In our opinion, the accompanying financial statements referred to above present fairly, in all 
material respects, the financial position of the Housing Authority of the City of Kelso, as of 
March 31, 2023, 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 Housing Authority 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.  

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 
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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 Housing 
Authority’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: 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 
• 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. 
Such procedures include examining, on a test basis, evidence regarding the amounts and 
disclosures in the financial statements; 

• 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 Housing Authority’s internal control. Accordingly, 
no such opinion is expressed;  

• 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;  

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

Page 16



 

Office of the Washington State Auditor sao.wa.gov 

• 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 
financial section of our report 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 Housing Authority’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). 
The accompanying Financial Data Schedule form is supplementary information required by HUD. 
These schedules are not a required part of the basic financial statements. Such information is the 
responsibility of management and was derived from and relates directly to the underlying 
accounting and other records used to prepare the 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 as 
a whole. 
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OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 
In accordance with Government Auditing Standards, we have also issued our report dated 
December 14, 2023 on our consideration of the Housing Authority’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 Housing Authority’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 Housing Authority’s internal 
control over financial reporting and compliance. 

 
Pat McCarthy, State Auditor 

Olympia, WA 

December 14, 2023 
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FINANCIAL SECTION 

Housing Authority of the City of Kelso 
April 1, 2022 through March 31, 2023 

REQUIRED SUPPLEMENTARY INFORMATION 
Management’s Discussion and Analysis – 2023 

BASIC FINANCIAL STATEMENTS 
Statement of Net Position – 2023 
Statement of Revenues, Expenses and Changes in Fund Net Position – 2023 
Statement of Cash Flows – 2023 
Notes to Financial Statements – 2023 

REQUIRED SUPPLEMENTARY INFORMATION 
Schedule of Proportionate Share of Net Pension Liability (Asset) – PERS 1, PERS 2/3 – 

2023 
Schedule of Employer Contributions – PERS 1, PERS 2/3 – 2023 
Notes to Required Supplemental Information – Pension – 2023  

SUPPLEMENTARY AND OTHER INFORMATION 

Schedule of Expenditures of Federal Awards – 2023 
Notes to the Schedule of Expenditures of Federal Awards – 2023 
Financial Data Schedule – 2023 
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3/31/2023
Assets
Current Assets

Cash & Cash Equivalents $ 1,465,287
Cash & Cash Equivalents - Restricted 143,290
Accounts Receivables - Tenants 68,489
Allowance For Doubtful Accounts (32,011)
Leases Receivable - Current 6,909
Due From Other Governments 99,905
Other Accounts Receivable 200,000

Total Current Assets 1,951,869

Long-term Assets
Cash & Cash Equivalents- Restricted 84,606
Leases Receivable 108,506
Non Depreciable Capital Assets 929,681
Buildings, and Structures (Net Depreciation) 3,142,104
Net Pension Assets 183,140

Total Long-term Assets 4,448,037
Total Assets 6,399,906

Deferred Outflows of Resources
Amounts Related to Pensions 201,963

Total Deferred Outflows of Resources 201,963

Liabilities
Current Liabilities

Accounts Payable 243,914
Customer Deposits 41,720
Accrued Interest Payable 1,657
Prepaid Rents/Contributions 3,549
Lease Liability - Current 5,079
Revenue Bond Payable - Current 63,474
Note/Loan Payable - Current 19,242
Accrued Compensated Absences 12,111

Total Current Liabilities 390,746

Long-term Liabilities
Due to Family Self Sufficiency Participants - Long-term 35,297
Lease Liability 13,647
DCTED Loan Payable 444,794
Notes Payable 426,250
Revenue Bond Payable 283,898
Interest Payable 13,482
Accrued Compensated Absences 28,259
Net Pension Liability 105,695

Total Long-term Liabilities 1,351,322
Total Liabilities 1,742,068

Deferred Inflows of Resources
Amounts Related to Pensions 197,058
Amounts Related to Leases 113,713

Total Deferred Inflows of Resources 310,771

Net Position
Net Investment in Capital Assets 2,900,007
Restricted - Pension 183,140
Restricted - Grants 39,311
Restricted - Debt Covenants 26,962
Unrestricted 1,399,610

Total Net Position $ 4,549,030

HOUSING AUTHORITY OF THE CITY OF KELSO
 STATEMENT OF NET POSITION

March 31, 2023

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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3/31/2023
Operating Revenues 

Rents $ 692,728              
Operating Grants 2,936,968           
Miscellaneous Revenues 244,526              

Total Operating Revenues 3,874,222           

Operating Expenses
Administrative 608,484              
Tenant Services 87,938                
Utilities 137,495              
Maintenance    405,845              
Protective Services 2,231                  
General 109,589              
Housing Assistance Payment 2,037,178           
Depreciation 208,199              

Total Operating Expenses 3,596,959           

Operating Income (Loss) 277,263              

Non-Operating Revenues (Expenses)
Interest Earned 20,347                
Interest and Fiscal Charges (31,085)               

Total Non-Operating Revenues (Expenses) (10,738)               

Income (Loss) before Contributions 266,525              

Capital Contributions 281,854              

Change in Net Position 548,379              

Total Net Position - April 1 3,978,681           
Prior Period Adjustment 21,970                

Total Net Position - March 31 $ 4,549,030           

HOUSING AUTHORITY OF THE CITY OF KELSO
STATEMENT OF REVENUES, EXPENSES
AND CHANGES IN FUND NET POSITION

For Fiscal Year Ended March 31, 2023

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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3/31/2023
Cash flows from operating activities

Cash received from tenants $ 873,539
HUD and other subsidies received 2,952,806
Cash received from other operating activities 267,562
Cash payments for goods and services (690,834)
Cash payments for housing assistance (2,186,359)
Cash payments to employees (719,172)
Net cash provided (used) by operating activities 497,542

Cash flows from capital and related financing activities
Principal payments (79,242)
Proceeds from loans 200,000
Receipt of capital grant 241,749
Purchase of capital assets (560,740)
Interest and fiscal charges paid (23,240)

(221,473)

Cash flows from investing activities
Receipts of interest and dividends 20,349
Net cash provided from investing activities 20,349

Net increase (decrease) in cash 296,418
Cash and cash equivalents - April 1 1,396,765
Cash and cash equivalents - March 31 $ 1,693,183

Reconciliation to balance sheet
Cash & cash equivalents - unrestricted 1,465,287
Cash & cash equivalents - restricted (current) 143,290
Cash & cash equivalents - restricted (long-term) 84,606
Cash and cash equivalents - March 31 $ 1,693,183

Continued on next page

Net cash provided (used) for capital and related financing activities

HOUSING AUTHORITY OF THE CITY OF KELSO
STATEMENT OF CASH FLOWS

For Fiscal Year Ended March 31, 2023

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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Net operating income (loss) $ 277,263        
Adjustments to reconcile net operating income to 
net cash provided by operating activities

Depreciation 208,199        
Change in assets and liabilities:
  Decrease (increase) in accounts receivable 43,258          
  Decrease (increase) in other operating receivables (15,279)         
  Increase (decrease) in accounts payable 15,273          
  Increase in customer deposits (1,535)           
  Increase in prepaid items -                
  Increase (decrease) in other payables 6,795            
  Increase (decrease) in pensions (57,614)         
  Increase in compensated absences 914               
  Increase (decrease) in lease balances (1,702)           
  Other operating income (landlord refunds) 21,970          
Total adjustments 220,279        

Net cash provided by operating activities $ 497,542        

Non Cash Transactions
Accounts payable financing capital purchases $ 199,399
Lease right to use asset 23,561

HOUSING AUTHORITY OF THE CITY OF KELSO
STATEMENT OF CASH FLOWS 
For Fiscal Year Ended March 31, 2023

Reconciliation of operating income to net cash provided (used) by operating activities

The accompanying Notes to the Financial Statements are an integral part of these financial statements
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NOTE 1 - BASIS OF ACCOUNTING 

NOTE 2 - PROGRAM COSTS AND SIGNIFICANT ACCOUNTING POLICIES

NOTE 3 - INDIRECT COST RATE

Housing Authority of the City of Kelso

The amounts shown as current year expenditures represent only the federal grant portion of the
program costs. Entire program costs, including the Authority's portion, are not shown. Such
expenditures are recognized following, as applicable, either the cost principles in OMB Circular A-87,
Cost Principles for State, Local, and Indian Tribal Governments, or the cost principles contained in Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards, wherein certain types of expenditures are not allowable or are
limited as to reimbursement. 

The Schedule of Financial Assistance is prepared on the same basis of accounting as the Authority's
financial statements. The Authority uses the accrual basis of accounting. 

The Authority has not elected to use the 10-percent de minimis indirect cost rate allowed under
Uniform Guidance.

For the Year Ended March 31, 2023
Notes to the Schedule of Expenditures of Federal Awards 
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Office of the Washington State Auditor sao.wa.gov 

CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER 

UNIFORM GUIDANCE 

Housing Authority of the City of Kelso 

April 1, 2022 through March 31, 2023 

 This schedule presents the corrective action planned by the Housing Authority for findings 

reported in this report 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).  

Finding ref number: 

2023-001 

Finding caption: 

The Housing Authority had inadequate internal controls for ensuring 

compliance with depository agreement requirements for its Section 8 

Housing Choice Voucher program. 

Name, address, and telephone of Authority contact person: 

Joleen Reece, Executive Director 

360-423-3490

1415 S. 10th Avenue 

Kelso, WA 98626 

Corrective action the auditee plans to take in response to the finding: 

The Authority has initiated the change to an interest-bearing arrangement for the HCV bank 

account as of December 5, 2023. 

Anticipated date to complete the corrective action: January 1, 2024. 
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Office of the Washington State Auditor sao.wa.gov

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 

• Find your audit team
• Request public records
• Search BARS Manuals (GAAP and

cash), and find reporting templates
• Learn about our training workshops

and on-demand videos
• Discover which governments serve you

— enter an address on our map
• Explore public financial data

with the Financial Intelligence Tool

Other ways to stay in touch 

• Main telephone:
(564) 999-0950

• Toll-free Citizen Hotline:
(866) 902-3900

• Email:
webmaster@sao.wa.gov
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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/
https://sao.wa.gov/reports-data/explore-governments-that-serve-you/
https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov
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