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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Peninsula Housing Authority
July 1, 2023 through June 30, 2024

SECTION I - SUMMARY OF AUDITOR’S RESULTS

The results of our audit of the Peninsula Housing Authority 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 of the
business-type activities and the aggregate discretely presented component units 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
Housing Authority.

Federal Awards

Internal Control over Major Programs:

o 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 Housing Authority’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.

ALN Program or Cluster Title

10.415 Rural Rental Housing Loans

14.871 Housing Voucher Cluster — Section 8 Housing Choice Vouchers

14.871 COVID-19 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 did not qualify 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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Peninsula Housing Authority
Serving Clallam and Jefferson Counties
727 E. 8th Street, Port Angeles, WA 98362
(360) 452-7631 = (360) 457-7001 Fax

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
July 1, 2023 through June 30, 2024

This schedule presents the status of findings reported in prior audit periods.

Audit Period: Report Ref. No.: Finding Ref. No.:
July 1, 2022 through June 30, 2023 1034478 2023-001
Finding Caption:

The Housing Authority’s internal controls were inadequate for ensuring accurate financial
reporting.

Background:

The Housing Authority was among the early participants in the federal Streamlined Voluntary
Conversion (SVC) process for public housing. This is a lengthy and complex process to convert
the Housing Authority’s public housing to tenant-based assistance. The U.S. Department of
Housing and Urban Development provides guidance regarding the process itself but does not
include accounting guidance. While staff responsible for preparing the financial statements
researched the proper accounting for the transfer of public housing assets, the decision they
reached was not correct.

Status of Corrective Action: (check one)

Full i
vy H Partially O Not Corrected .
Corrected Corrected longer valid

I Finding is considered no

Corrective Action Taken:

The financial statements were corrected at Audit. Controls have been put in place by adding
tasks to the year-end closing process.
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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

Peninsula Housing Authority
July 1, 2023 through June 30, 2024

Board of Commissioners
Peninsula Housing Authority
Port Angeles, 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
business-type activities and the aggregate discretely presented component units of the Peninsula
Housing Authority, as of and for the year ended June 30, 2024, 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 March 20, 2025.

Our report includes a reference to other auditors who audited the financial statements of the Port
Hadlock Garden Court Apartments, LLC, Public Plaza, LLLP and the Mt. Angeles View I LLLP,
as described in our report on the Housing Authority’s financial statements. This report does not
include the results of the other auditors’ testing of internal control over financial reporting or
compliance and other matters that are reported on separately by those auditors. The financial
statements of the Public Plaza, LLLP and Mt. Angeles View I LLLP were not audited in
accordance with Government Auditing Standards.

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 opinions 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.
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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.

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

Office of the Washington State Auditor sao.wa.gov Page 8



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
March 20, 2025
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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

Peninsula Housing Authority
July 1, 2023 through June 30, 2024

Board of Commissioners
Peninsula Housing Authority
Port Angeles, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

Opinion on Each Major Federal Program

We have audited the compliance of the Peninsula Housing Authority, 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 June 30, 2024. 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 June 30, 2024.

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 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.
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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:

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 Housing Authority’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 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

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.
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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 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.

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.

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.

%t

Pat McCarthy, State Auditor
Olympia, WA
March 20, 2025
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INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements

Peninsula Housing Authority
July 1, 2023 through June 30, 2024

Board of Commissioners
Peninsula Housing Authority
Port Angeles, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinions

We have audited the accompanying financial statements of the business-type activities and the
aggregate discretely presented component units of the Peninsula Housing Authority, as of and for
the year ended June 30, 2024, 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 respective financial position of the business-type activities and the aggregate
discretely presented component units of the Peninsula Housing Authority, as of June 30, 2024, and
the respective changes in financial position and, where applicable, cash flows thereof for the year
then ended in accordance with accounting principles generally accepted in the United States of
America.

We did not audit the financial statements of the Port Hadlock Garden Court Apartments, LLC,
Public Plaza, LLLP or Mt. Angeles View I LLLP, which in aggregate represent 100 percent of the
assets, net position and revenues of the aggregate discretely presented component units. Those
statements were audited by other auditors, whose reports have been furnished to us, and our
opinion, insofar as it relates to the amounts included for the Port Hadlock Garden Court
Apartments, LLC, Public Plaza, LLLP, and Mt. Angeles View I LLLP, is based solely on the
reports of the other auditors. The financial statements of the Public Plaza, LLLP and Mt. Angeles
View I LLLP were not audited in accordance with Government Auditing Standards.
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Basis for Opinions

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 opinions.

Matters of Emphasis

As discussed in Note 1 to the financial statements, in 2024, the Housing Authority adopted new
accounting guidance, Governmental Accounting Standards Board Statement No. 101,
Compensated Absences. Our opinion is not modified with respect to this matter.

Other Matters

United States Department of Agriculture (USDA) Section 502 Borrower Loan
Accounts

In connection with our audit, nothing came to our attention that caused us to believe the Housing
Authority failed to comply with the terms, covenants, provisions, or conditions of USDA Rural
Development (RD) Instruction 1944-1 regarding the Section 502 borrower loan accounts, insofar
as they relate to accounting matters. However, obtaining knowledge of such noncompliance was
not a primary objective of our audit. Accordingly, had we performed additional procedures, other
matters may have come to our attention regarding the Housing Authority’s noncompliance with
the above referenced terms, covenants, provisions, or conditions, insofar as they relate to
accounting matters.

Restricted Use Relating to the USDA Section 502 Borrower Loan Accounts Other
Matters

The purpose of the communication related to compliance with the aforementioned USDA RD
Section 502 borrower loan accounts described in the previous paragraph is solely to describe the
scope of our testing of compliance and the results of that testing. This communication is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the
Housing Authority’s compliance. Accordingly, this communication is not suitable for any other

purpose.
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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 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 opinions. 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.
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 Housing Authority’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;
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e 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

e 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 opinions 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 is supplementary information required by HUD. This
supplementary information is 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 Govermment Auditing Standards, we have also issued our report dated
March 20, 2025 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.

o

Pat McCarthy, State Auditor
Olympia, WA
March 20, 2025
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FINANCIAL SECTION

Peninsula Housing Authority
July 1, 2023 through June 30, 2024

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2024

BASIC FINANCIAL STATEMENTS

Statement of Net Position — 2024

Statement of Revenues, Expenses and Changes in Fund Net Position — 2024
Statement of Cash Flows — 2024

Notes to Financial Statements — 2024

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of the Housing Authority’s Proportionate Share of the Net Pension Liability —
PERS 1, PERS 2/3 — 2024

Schedule of the Housing Authority Contributions — PERS 1, PERS 2/3 — 2024

Schedule of Changes in Total OPEB Liability and Related Ratios — PEBB — 2024

SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Expenditures of Federal Awards — 2024
Notes to the Schedule of Expenditures of Federal Awards — 2024
Financial Data Schedule — 2024
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Management’s Discussion and Analysis — Fiscal Year End 06/30/24

Peninsula Housing Authority (the Authority) is dedicated to enhancing the quality of life in
Clallam and Jefferson Counties by providing and effectively managing low-cost housing, which
is diverse, well-maintained and aesthetically pleasing for people whose circumstances prevent
them from competing in the general marketplace. The Housing Authority seeks to achieve the
highest and best use of housing for people of low and moderate income through the promotion of
economic development and self-sufficiency opportunities.

As management of Peninsula Housing Authority, we offer the readers of the Authority’s
financial statements this narrative overview and analysis of the financial activities of the
Authority for the year ended June 30, 2024. We encourage readers to consider the information
presented here in conjunction with the Authority’s financial statements.

Questions concerning any of the information provided in this report or requests for additional

information should be addressed to the Executive Director, Peninsula Housing Authority, 2603
South Francis St., Port Angeles, WA 98362.

Financial Highlights

Net position

The assets of the Authority exceeded its liabilities as of June 30, 2024, by $32.863,142. This is
an increase from the prior year in the amount of $3.418.846. The largest part of this increase is
related to the developer fee received in the current year related to the development of Public
Plaza. Also a factor is the accrued interest on receivables due from Component Units and
payable back to the Housing Authority. These loans are supported by Promissory Notes and
Master Loan Agreements between the partnerships and the Housing Authority.

Cash Balance

The Authority’s unrestricted cash balance as of June 30, 2024, was $8.010,798 representing an
increase of $1,646,892 from the prior year. This increase is primarily related to the developer
fee received in the current year and Administrative Equity in the Section 8 program.

Operating Revenues and Expenses

The Authority had Total Operating Revenues of $11,201,427 plus Total Non-Operating
Revenues and Expenses of $687,194. Overall, net income is $4,514.448. Operating revenue
includes grant income associated with Housing Assistance Payments (HAP) that is part of
operating expenses. Overall, there was a significant increase to net income in part attributed to
the Income related to the partnerships and loans due back to the Housing Authority, the
developer fees received in the current year, increases to management fees received in the current
year and the Administrative fees earned in the Section 8 program.

Federal Awards

The Authority’s Federal Awards reported for the fiscal year ended June 30, 2024 is in the
amount of $11.,279,240. This total includes the proceeds received during the year plus
outstanding loan balances at beginning year with continuing compliance.
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Cost Allocation Plan
The Authority used the Direct Cost Allocation Method, as defined by 2 CFR 220, for the fiscal
years ending June 30, 2024 and 2023.

Overview of the Financial Statements

The financial statements included in this annual report are those of a single-enterprise proprietary
fund. The following statements are included:

e Statement of Net position — reports the Authority’s assets and deferred outflows of
resources, and liabilities and deferred inflows of resources, and net position of the
Authority at the end of the fiscal year. Assets and liabilities are presented using the
economic resources measurement focus and the accrual basis of accounting. The purpose
of this statement is to provide readers of the fiscal condition of the Authority at the end of
each fiscal year and a consistent point in time. Reviewing this each year and analyzing
the increases or decreases as of a certain point in time can be useful in determining
financial health.

e Statement of Revenues, Expenses, and Changes in Fund Net Position reports the
Authority’s operating and non-operating revenues, by major source along with operating
and non-operating expenses and capital contributions.

The attached analysis of entity wide net position, revenues, and expenses is provided to assist
with understanding the current net position. This analysis includes all assets and liabilities using
the accrual basis of accounting, which is similar to the accounting used by most private sector
companies. Accrual accounting recognizes revenues when earned and expenses when incurred
regardless of when cash is received or paid.

Our analysis also presents the Authority’s net position and changes in them. The Authority’s net
position is the difference between what the Authority owns (assets) to what the Authority owes
(liabilities). The change in net position analysis will assist the reader with measuring the health
or financial position of the Authority. Over time, significant changes in the Authority’s net
position are an indicator of its financial health. The reader must also consider other non-
financial factors such as changes in family composition, fluctuations in the local economy, HUD
mandated program changes, and the physical condition of the Authority’s capital assets.

In addition to the analysis herein, Notes to the Financial Statements provide financial statement
disclosures that are an integral part and essential to the basic financial statements. Our analysis
of the Authority as a whole is as represented below. In this review and presentation, our overall
net position has increased over the past year.
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Analysis of Entity Wide Net position (Statement of Net position)

Total Assets as of June 30, 2024, were $45.511,463 and as of June 30, 2023, $41,331,787. This
represents a net increase of $4,179,676 from the prior year. This increase is in part due to the
cash received as developer fee, the receivables booked as related to the partnership interest on
loans that are secured by promissory notes, increased rental income and the purchase of a new
building for administration.

Total Liabilities as of June 30, 2024, were $12.906,168 and as of June 30, 2023, were
$11,913.909. This is an increase of about 8%. This is primarily related to liabilities incurred
related to implementation of OPEB (GASB 75) in the current year.

Net position as of June 30, 2024, is $32.863,142 and as of June 30, 2023, was $29.,444,296.
This is an increase of $3.418.846, or about 12%. This increase is related to interest on loans
made by PHA to the partners, cash received as developer fee and increased rental income.

The following illustrates our analysis:
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Peninsula Housing Authority
Comparative Statement of Net Position
2024 2023 Variance
ASSETS
Cash $ 10,698,883 $ 8,929.885 § 1,768,998
Other Current Assets 1,048,896 1,052,879 $ (3,983)
Capital Assets 10,176,996 9,389,894 § 787,102
Other Assets & Investments 23,586,688 21,959,129 § 1,627,559
TOTAL ASSETS: 45,511,463 41,331,787 $ 4,179,676
DEFERRED OUTFLOW OF RES OURCES 564,854 631,161 $ (66,307)
TOTAL ASSETS AND DEFERRED OUTFLOW
OF RESOURCES 46,076,317 41,962,948 $§ 4,113,369
LIABILITIES
Current Liabilities $ 1,152,908 $ 1,185,369 $ (32,461)
Noncurrent Liabilities 11,753,260 10,728,540 $ 1,024,720
TOTAL LIABILITIES 12,906,168 11,913,909 $ 992,259
DEFERRED INFLOW OF RES OURCES 307,007 604,743  $ (297,736)
NET POSITION
Net Invested in Capital Assets 2,881,447 2,108,370 773,077
Restricted Net Assets 1,827,372 1,937,457 (110,085)
Restricted Replacement Reserves 558,104 480,288 77,816
Unrestricted 27,596,219 24,918,181 2,678,038
TOTALNET POSITION 32,863,142 29,444,296 3,418,846
TOTAL LIABILITIES, DEFERRED
RESOURCES AND NET POSITION $ 46,076,317 $§ 41962948 $§ 4,113,369

Analysis of Entity Wide Changes in Net Position

Total Operating Revenues: For the presentation in the current fiscal year, Governmental
Operating Grants are now categorized as Operating Revenue. This change brings in the revenues
related to the expenses all as part of operating. In the fiscal years ended, 2024 and 2023, total
operating revenues were $11.201.427 and $2,609.363, respectively. Comparatively, the fiscal
year ended 2024 revenues were more than the fiscal year ended 2023 revenues by $8.592.,064.
About half of this increase is related to the movement of the Governmental Operating Grants
from non-operating to operating. The overall net increase (excluding the movement of revenue)
is related to developer fee income and increases in tenant revenues and earned management fees.

Total Operating Expenses increased by $707.425 in the year ended 2024 as compared to the
fiscal year ended 2023. In the fiscal years ended 2024 and 2023 total operating expenses were
$7.374.172 and $6.666,747 respectively. The increase is in part related to an increase in
Housing Assistance Payments and increases related to salaries and benefits.
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Housing Assistance Payments increased by $496.707 from 2023 to 2024. The increase is
related to an increase in payment standards and an increase in project-based vouchers through
Streamline Voluntary Conversion (SVC) of public housing. In fiscal year 2024, the budget does
provide for additional increases in HAP payments and use of program reserves held by HUD.

Administrative Expenses increased by an amount of $73.401 from 2023 to 2024. This increase
is related to salaries and benefits and also the effects of GASB 68 (Pension) and GASB 75
(OPEB) in the current year.

The following is a comparison illustration, current year to last year. Overall, there is an increase
to net position in 2024.
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Peninsula Housing Authority
Statement of Revenue, Expenses and changes in Fund Net Position
Comparative

Business Type Activities 2024 2023 Net Change
OPERATING REVENUES
Tenant Revenue 912,494 867,386 45,108
Government Operating Grants 5,713,988 4,117,580 1,596,408
Other Revenue 4,574,945 1,741,977 2,832,968
Total Operating Revenue $ 11,201,427 | § 6,726,943 4,474,484
NONOPERATING REVENUES
Interest and Investments 671,261 630,023 41,238
Total Non-Operating Revenue $ 671,261 | $ 630,023 41,238
TOTAL REVENUES $ 11,872,688 | $ 7,356,966 4,515,722
OPERATING EXPENSES
Administrative 1,376,296 1,302,895 73,401
Tenant Services 124,819 106,640 18,179
Utilities 224,536 207,293 17,243
Maintenance 428,391 443255 (14,864)
Extraordinary M aintenance 18,404 9,653 8,751
General 154,444 87,413 67,031
Housing Assistance Pay ment 4,553,657 4,056,950 496,707
Depreciation 493,625 452,648 40,977
Total Operating Expenses $ 7,374,172 | $§ 6,666,747 707,425
NONOPERATING EXPENSES
Interest Expense 50,729 56,012 (5,283)
Total Non-Operating Expenses 50,729 56,012 (5,283)
TOTAL EXPENSES $ 7,424,901 | $ 6,722,759 702,142

Income (Loss) before Contributions and Special items 4,447,787 634,207 3,813,580

Special Item - OPEB (1,057,816) 0| (1,057,816)

Gain/Loss of Sale of Capital Assets 66,662 0 66,662
CHANGE IN NET POSITION $ 3,456,633 | $ 634,207 2,822,426
Total Net Position-Beginning 29,444,296 28,869,699 574,597
Prior Period Adjustments/Equity Transfer (37,787) (59,610) 21,823
Total Net Position - Beginning as restated 29,406,509 28,810,089 596,420
Total Net Position-Ending $ 32,863,142 | $ 29,444,296 3,418,846
Capital Assets

As of June 30, 2024, the Authority had $10,176,996 invested in a variety of capital assets as
reflected in the following schedule, which is presented in detail in Note 2 to the financial
statements. These totals do not include capital assets of the discretely presented component unit.
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Capital Assets at Year End June 30, 2024 June 30, 2023|Difference

Land $ 5,106,865.00 | $ 4,715,750.00 | § 391,115.00
Buildings & Structures $ 16,370,920.00 | $ 15,479,188.00 | $ 891,732.00
Equipment & Personal Property $ 276,773.00 | $ 288,875.00 | $ (12,102.00)
Accumulated Depreciation $ (11,577,562.00)| $ (11,093,919.00)| $ (483,643.00)

Total Capital Assets, Net of Depreciation | $ 10,176,996.00 | $ 9,389,894.00 | $ 787,102.00

The change in capital assets is related to the purchase of a new administrative building.

Debt Activity

As of June 30, 2024, the Authority has $12,088,211 in compensated absences, notes and loans
payable and non-current liabilities for pension, OPEB and other. Detail of Bonds, Notes and
Loans payable is set forth in Note 4 of the financial statements and summary of changes in long
term liabilities is set forth in Note 5 of the financial statements.

Future Events (New Business)

The Authority will continue to improve financial management tools to help department heads
streamline overhead and monitor cost allocations to reflect program usage. The Authority must
also continue to generate revenues. The Authority continues to pursue alternative funding
options including grants and property acquisition to increase low-income housing through
development.

The authority plans to pursue the following as future events:

® Acquisition of additional building lots and/or rehab homes for future development of
Mutual Self-Help Housing in Forks, Port Angeles and Port Townsend.

e The continuation for the potential redevelopment of existing Housing Authority
properties if a detailed assessment of these properties warrants such redevelopment.

e Permitting and design of 37 affordable housing units located in Port Angeles.

e Work through the Waitlist for the Housing Choice Voucher program, giving new
opportunities to applicants seeking assistance.

e An acquisition opportunity in Forks to acquire existing low-income housing units.
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MCAG No. 3021

Peninsula Housing Authority
Statement of Net Position

June 30, 2024

ASSETS

Current Assets

Cash and Cash Equivalents
Restricted Cash and Cash Equivalents
Investments

Receivables, Net

Prepaid Assets

Inventories

Interprogram Due From

Total Current Assets

Non-current Assets

Capital Assets:

Land

Building And Equipment
Construction in Progress

Less Accumulated Depreciation
Capital Assets, Net

Pension Asset

Other Assets

Down Payment Assistant Loans
Partnership Loans

Total Non-current Assets
TOTAL ASSETS

Deferred Outflow of Resources

TOTAL ASSETS & DEFERRED OUTFLOW

OF RESOURCES

LIABILITIES

Current Liabilities

Accounts Payable

Accrued Liabilities

Tenant Security Deposits

Bonds, Notes, and Loans Payable
Other current liabilities

Due to Primary Government
Total Current Liabilities

Primary Component
Government Unit
$ 8,010,797 $ 1,909,784
2,688,086 $ 1,960,461
-8 R
940,247 $ 118,315
32875 $ 15,947
23,010 $ 12,009
52,764  $ 134
11,747,779 4,016,650
5,106,865 716,025
16,294,756 60,353,244
352,937 -
(11,577,562) (6,940,002)
10,176,996 54,129,267
478,931 -
382,869
801,110
22,306,647
33,763,684 54,512,136
45,511,463 58,528,786
564,854
$ 46,076,317 $ 58,528,786
$ 134,907 $ 35,517
95,663 $ 2,349
86,529 §$ 104,956
319,347
516,462 $ 269,855
-3 69,556
1,152,908 482,233

The accompanying notes are an integral part of these financial statements
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Non-current Liabilities

Bonds, Notes, and Loans Payable

Accrued Compensated Absences Non-Current
Net Pension Liability

OPEB Liability

Non-Current Liabilities-Other

Total Non-current Liabilities

TOTAL LIABILITIES
Deferred Inflow of Resources

NET POSITION

Net Invested in Capital Assets
Restricted for Housing Choice Voucher
Restricted for Replacement Reserves
Restricted - Pension

Restricted - Other

Unrestricted

TOTAL NET POSITION

TOTAL NET POSITION AND LIABILITIES

10,129,233 33,355,491
140,436 21,145
206,952 -

1,186,992 -
89,647 384,450

11,753,260 33,761,086

12,906,168 34,243,319
307,007 -

2,881,447 20,735,302
11,193 -
558,105 535,326
705,180 -
1,110,998 1,285,878
27,596,219 1,728,961
32,863,142 24,285,467
$ 46,076,317 $ 58,528,786

The accompanying notes are an integral part of these financial statements
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MCAG No. 3021

Peninsula Housing Authority

Statement of Revenues, Expenses, and Changes in Fund Net Position

for the year ended June 30, 2024

OPERATING REVENUES
Tenant Revenue

HUD Grants

Other Revenue

Total Operating Revenue

OPERATING EXPENSES
Administrative

Tenant Services

Utilities

Maintenance

Extraordinary Maintenance
General

Housing Assistance Payment
Depreciation

Total Operating Expenses

OPERATING INCOME (LOSS)

NONOPERATING REVENUES (EXPENSES)
Interest and Investment Revenue

Gain/Loss on Sale of Capital Assets

Interest Expense

Total Nonoperating Revenues (Expenses)

Income (Loss) Before Contributions

HUD Capital Grant
Special Item - OPEB
Change in Net Position

Total Net Position-Beginning

Capital Contributions

Prior Period Adjustments

Equity Transfers

Total Net Position Beginning as Re Stated
Total Net Position-Ending

Primary Component
Government Unit
912,494 $ 1,212,832
5,713,988 $ 1,832,323
4,574,945 $ 85,511
11,201,427 3,130,666
1,376,296 837,042
124,819 5,805
224,536 313,249
428,391 628,704
18,404 72,373
154,445 231,699
4,553,657 0
493,625 1,510,750
7,374,173 3,599,622
3,827,254 (468,956)
671,261 2,526
66,662 -
(50,729) (2,229,627)
687,194 (2,227,101)
4,514,448 (2,696,057)
0
(1,057,816)
3,456,632 (2,696,057)
29,444,296 13,100,434
0 13,683,347
197,743
(37,786) -
29,406,510 26,981,524

$ 32,863,142 $

24,285,467

The accompanying notes are an integral part of these financial statements
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MCAG No. 3021

Peninsula Housing Authority
Statement of Cash Flows
for the year ended June 30, 2024

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from tenants
* Other operating revenues
Cash Received from HUD Operating Grant
Cash related to component units outside of our FY
Cash used for housing assistance payments

Business Type

Activities

919,717
2,710,240
5,713,988

(20,084)

(4,553,657)

Cash payments to employees for labor and fringe benef  (1,419,125)

Cash payments to suppliers for goods and services

Net cash used by operating activities

(847,682)

2,503,397

—_—

CASH FLOWS FROM NON-CAPITAL FINANCING ACTIVITIES

Operating Grants received

Net cash from non-capital financing

18,113

18,113

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Purchase of Capital Assets
Proceeds from capital debt
Proceeds from sale of capital assets
Capital Grants Received
Principal Payments
Interest Paid
Net cash from capital financing

CASH FLOWS FROM INVESTING ACTIVITIES

Interest Received
Payment of development fee payable

Net cash from investing activities
Net change in cash and cash equivalents
Beginning cash and cash equivalents (includes Blended CU)

Ending cash and cash equivalents

(1,464,763)
140,865
66,662
0

(115,808)
(50,729)

(1,423,773)

671,261
0

671,261
1,768,998
8,929,885

10,698,883

—

The accompanying notes are an integral part of these financial statements
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RECONCILIATION OF OPERATING LOSS TO NET CASH

PROVIDED BY OPERATING ACTIVITIES

Operating Income 3,824,562
Adjustments to reconcile operating loss to net cash (1,761,940)

(Non Cash items - Partnership Interest, Pension/OPEB Expense, deferred interest expense, Operating transfers)

used by operating activities:

Depreciation 493,625
Changes in:
(Increase) Decrease in Accounts receivable (32,204)
(Increase) Decrease in Other current assets 16,099
(Increase) Decrease in Inventory 1,955
Increase(Decrease) Accrued Compensated Absences 18,755
Increase (Decrease) in Accounts payable (176,545)
Increase (Decrease) in Tenant security deposits 1,256
Increase (Decrease) in Intergovernmental Payables (20,084)
Increase (Decrease) in Prepaid Rents -
Increase (Decrease) in Accrued Liabilities 137,919
Net cash used by operating activities 2,503,397

The accompanying notes are an integral part of these financial statements
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PENINSULA HOUSING AUTHORITY
MCAG NO. 3021
Notes to Financial Statements
As of and for the year ended June 30, 2024

Note 1- Summary of Significant Accounting Policies

Peninsula Housing Authority (PHA), formerly the Housing Authority of the County of
Clallam, was established in 1941 and operates under the laws of the State of Washington
applicable to Housing Authorities. The accounting policies of the Peninsula Housing
Authority conform to generally accepted accounting principles (GAAP) as applicable to
proprietary funds of governments. The Governmental Accounting Standards Board
(GASB) is the accepted standard setting body for establishing governmental accounting
and financial reporting principles. The following is a summary of the most significant
policies (including identification of those policies that result in departures from generally
accepted accounting principles):

A. Reporting Entity

The Housing Authority serves the geographical area within Clallam and Jefferson
Counties, including the cities of Port Angeles, Sequim, Port Townsend, and Forks. The
Housing Authority’s responsibility under state law is to eliminate unsanitary, unsafe,
overcrowded, and congested housing conditions and to provide affordable, safe and
sanitary housing for low-income persons.

An eight-member Board of Commissioners appointed by the Clallam and Jefferson
County Commissioners governs the Housing Authority. As required by generally
accepted accounting principles, management has considered all potential component units
in defining the reporting entity. The component units are Port Hadlock Garden Court
Apartments, LLC, Mt. Angeles View [ LLLP and Public Plaza LLLP. These
component units are reported as discretely presented component units in the Housing
Authority’s financial statements. The reporting requirements for each were considered
and PHA is financially accountable for each component unit based on the following:

PHA is considered financially accountable if it appoints a voting majority of the entity’s
government board; is able to impose its will, influences its activities or if there is a
potential for the entity to provide specific financial benefits to or impose specific
financial burdens on PHA.

As described in Note 7, 8, and 9, PHA is the Managing Member of Port Hadlock Garden
Court Apartments, LLC, and the General Partner for both Mt. Angeles View I, LLLP and
Public Plaza LLLP, and therefore, meets the criteria of financial accountability. Port
Hadlock Garden Court, with a PHA interest at 5%, Mt. Angeles View I LLLP with a
PHA interest at 1%, and Public Plaza with a PHA interest at 1%, are discretely presented
on financials as Component Unit.
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B. Basis of Accounting and Presentation

The accounting records of the Housing Authority are maintained and reported in
accordance with methods prescribed by the State Auditor under the authority of Chapter
43.09 of the RCW and the Federal Department of Housing and Urban Development. The
authority must report using GAAP; however, it has the option to use either the single-
enterprise proprietary fund or special purpose governmental fund model.

The Housing Authority has elected to report as a single-enterprise proprietary fund and
uses the accrual basis of accounting. The measurement focus is on the flow of economic
resources. The proprietary fund is composed of a number of programs. These programs
are designed to provide low-income individuals with housing. Proprietary funds are used
to account for activities that are operated in a manner similar to private enterprise
businesses. Under this method, 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 fund.

The Authority presents a Statement of Net Position, which distinguishes between short-
term and long-term assets and liabilities. The criterion used to determine whether an
asset or liability is long or short-term is one year. An asset that is expected to be
converted to cash or benefit the ensuing year’s operations is treated as a current asset.
Likewise, liabilities that will likely be settled within the ensuing year are treated as
current liabilities. Cash and cash equivalents that are being held for tenant security
deposits and funds that have restrictions imposed by contracts are classified as Restricted
Cash and Cash Equivalents in current assets. Compensated Absences are classified into
current and long-term portions of liabilities based upon estimates of the amounts that will
be settled during the ensuing year.

The Authority provides financial supervision in a custodial nature to individual families
that have Section 502 Rural Housing Loans (USDA). This activity is reported as part of
the Authority’s financial statements.

C. Cash and Cash Equivalents

For the purpose of the Statement of Cash Flows, the Housing Authority considers all
highly liquid investments (including restricted assets) with a maturity of three months or
less when purchased to be cash equivalents.

D. Capital Assets
See Note 2.

E. Restricted Assets

The assets held in these accounts are restricted for specific uses, including construction,
tenant security deposits, and other special reserve requirements. Restricted resources
currently include the following:
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Replacement Reserves (per HUD and USDA) 558,104
Tenant Security Deposits 85,390
Family Self Sufficiency Escrows - Forfeitures Cash 29,304
Family Self Sufficiency Escrows 88,802
Self-Help Housing Opportunity Program 569,217
Housing Choice Voucher Housing Assistance Payments 11,193
Housing Choice Voucher Restricted - Other (EHV) 33,104
Cash Restricted for Lee Commercial Space 365,000
Payment of Current Liabilities 214,850
Restricted for Pension 705,180
Restricted Cash - Other 27,942
Total Restricted Cash and Cash Equivalent: 2,688,086
F. Tenant Receivables

Receivables for rentals and services are reported in the financial statements net of an
allowance for doubtful accounts. The Housing Authority Board takes action as required
to write off specific uncollectible accounts receivable balances. The Cares Act eviction
moratorium has had some effect on current tenant receivables.

G. Due from Component Unit

The component units have a fiscal year end of December 31%. As a result of a different
year end from PHA, the amounts reported as due from component unit (reported as of
June 30, 2024) and due to primary government (reported as of December 31, 2023) are
different. In the current year, the development fee payable ($512,680) by the
Component Unit as of 12/31/2023 is different than the balance of development fee
balance ($0) at the Housing Authority’s year end as the development fee was received in
the Housing Authority’s fiscal year but outside of the Component Unit’s calendar year.
In addition, the Component Unit’s payable ($555,673) due to the Housing Authority is
different than the balance of the receivable ($344,678) outstanding on the Housing
Authority’s year end as there was a portion of the outstanding receivable that was
received in the Housing Authority’s fiscal year but outside of the Component Unit’s
calendar year.

H. Inventories
Inventories are valued at $23,010, which approximates the market value. Inventories are
recorded at cost using the First In, First Out (FIFO) method of management.

L. Operating Revenues/Expenses

The Housing Authority reports operating revenues as defined in GASB Statement 9.
Operating revenues result from fees and charges from providing services in connection
with the ongoing operations of providing low-income housing. HUD contributions for
continuing contracts are recognized as costs incurred. For non-recurring or new HUD
contribution contracts, revenue is not recognized until the Authority receives a signed
contract. Operating subsidies and grants received from HUD are reported as operating
revenues and are presented as cash flows from operating activities in the statement of
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cash flows. This is a change from prior year to align these revenues to the expenses on
the operating statement.

Tenant rent revenue is recognized on the first day of the month for which the rent is due.
Rental payments received in advance of the month for which the payment is made are
deferred as accrued liabilities-other and are included in current liabilities. Other revenue
reported in the current year includes a developer fee, miscellaneous grant income and
insurance recovery together with other revenues related to asset management. Operating
expenses are those expenses that are directly incurred in the operation of providing low-
income housing.

J. Compensated Absences

Compensated absences are absences for which employees will be paid, such as vacation,
sick leave, or paid time off. The Housing Authority records compensated absences as an
expense when incurred and as both current and noncurrent liabilities in the financial
statements.

Non-union employees earn Paid Time Off (PTO). PTO may be accumulated to a
maximum of 600 hours. PTO is payable upon resignation, retirement, or death.

Vacation pay for union employees may be accrued, to a maximum of the vacation time
that can be earned by the union employee in a 24 month period. Vacation pay is payable
upon resignation, retirement, or death.

Sick leave for union employees may accumulate up to 180 days (1440 hours). In the
event of the death of an employee 25% of the employee’s accumulated sick leave shall be
paid to the employee’s estate. If a non-exempt employee retires under the Public
Employees’ Retirement System of the State of Washington, the employee will be paid
20% of his/her accrued, unused sick leave. A non-exempt employee who leaves the
employ of PHA for any reason other than retirement, death or involuntary termination
will be paid at 10% of his/her accrued, unused sick leave. Employees involuntarily
terminated will not be paid any portion of their accrued, unused sick leave. Failure to
give two weeks’ notice will make an employee ineligible to receive payment for accrued
but unused sick leave benefits.

K. Other Accrued Liabilities
These accounts consist of accrued wages, employee benefits and other small liabilities.

L. Deferred Outflows/Inflows of Resources

The Housing Authority has deferred outflows and inflows of resources to report in the
current year as required reporting in compliance with GASB 68. These are explained in
Note 6 herein.

M. Pensions
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For purposes of measuring the net pension liability, net pension asset, 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.

For the purposes of calculating the restricted net position related to the net pension asset,

the housing authority includes the net pension asset and the related deferred outflows and
deferred inflows.

N. Implementation of new Accounting Standards

GASB Statement No. 100, which defines accounting changes as changes in accounting
principles, changes in accounting estimates, and changes to or within the financial
reporting, has been implemented in the current year.

GASB Statement No. 101 amends the existing requirement to disclose the gross increases

and decreases in the liability for compensated absences. The Authority has implemented
this new requirement as part of the financial statements herein.

Note 2 -Capital Assets and Depreciation

Major costs for capital assets, including capital leases and major repairs that increase
useful lives, are capitalized. Capital asset purchases are capitalized at a threshold of
$5,000, as determined by the Board of Commissioners. Maintenance, repairs, and minor
renewals are accounted for as expenses when incurred.

All capital assets are valued at historical cost. The Housing Authority has acquired
certain assets with funding provided by federal financial assistance programs. Depending
on the terms of the agreements involved, the federal government could retain an equity
interest in these assets. However, the Housing Authority has sufficient legal interest to
accomplish the purpose for which the assets were acquired and has included such assets
in the financial statements.

Depreciation expense is charged to operations to allocate the cost of capital assets over
their estimated useful life, using the straight-line method, categorized by the following:

Building 30 Yrs
Improvements 15 Yrs
Equipment 3-5Yrs
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Capital asset activity for the year ended June 30, 2024, was as follows:

Beginning Ending
Balance Balance
Business Type Activities 07/01/2023 Increases Decreases 06/30/2024
Capital assets, not being
depreciated
Land 4,715,750 561,226 (170,109) 5,106,867
Construction in Progress 247,457 105,479 352,937
Total Capital Assets, not being
depreciated 4,963,207 666,705 (170,109) 5,459,804
Capital assets, being
depreciated
Buildings 11,602,490 1,082,722 (153,219) 12,531,993
Machinery and Equipment 288,874 (12,100) 276,773
Improvements other than
buildings 3,629,241 75,060 (218,312) 3,485,988
Total Capital assets, being
depreciated 15,520,604 1,157,782 (383,632) 16,294,755
Less Accumulated
Depreciation (11,093,919) | 34,521 (518,164) (11,577,562)
Total Capital Assets, being
depreciated, net 4,426,685 1,192,303 (901,796) 4,717,193
Business-type activities Capital
Assets, net 9,389,893 1,859,008 (1,071,904) 10,176,997
COMPONENT UNIT
Beginning Ending
Balance Balance
Business Type Activities 01/01/2023 Increase Decrease 12/31/2023
Capital assets, not being
depreciated
Land 716,025 716,025
Construction in Progress 0 0
Total Capital Assets, not being
depreciated 716,025 716,025
Capital assets, being
depreciated
Buildings & Equipment 60,724,757 26,385 (397,898) 60,353,244
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Total Capital assets, being

depreciated 60,724,757 26,385 (397,898) 60,353,244
Less Accumulated

Depreciation (5,038,367) (1,901,635) (6,940,002)

Total Capital Assets, being

depreciated, net 55,686,390 (1,875,250) (397,898) 53,413,242

Total Component Capital Assets | 56,402,416 (1,875,250) (397,898) 54,129,267

Note 3 —Deposits and Investments

A. Deposits
The Peninsula Housing Authority’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
Protection Commission (PDPC).

B. Investments
There were no investments made in the current year.

PHA does not have a formal policy regarding its interest rate risk but manages such risk
by limiting investments to certificates of deposit with a maturity no longer than one year.

Note 4 — Long-Term Liabilities:

Real Estate Mortgages

The Housing Authority has long term loans secured by capital assets. These loans are
direct borrowings and all were used to acquire capital assets that provide or support
administration of low income housing. They are being repaid from revenues generated
by the Housing Authority. All loans are direct borrowings and secured by capital assets.

The Low-rent income housing conventional programs in the local management fund are
financed through loans from the State Department of Community, Trade and Economic
Development (DCTED) and the City of Forks.

The Housing Authority’s debts due to United States Department of Agriculture (USDA)
are from acquisition of the Peninsula and Wildwood apartments. There are two separate
loans related to Peninsula Apartments. Payments are made monthly with one of these
loans. The second loan is an assumption from the previous owner in the amount of
$296,193 with deferral of payment for both principal and interest until the year 2037, at
which time a balloon payment of deferred principal and interest will be due. USDA will
notify the Housing Authority at least 15 days prior to the end of the deferral period of the
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payment amount. There are three separate loans related to Wildwood Apartments that
require monthly payments. The loans for both Peninsula and Wildwood apartments have
a subsidy payment agreement with USDA to subsidize a portion of the monthly payment.
The subsidy amount for Peninsula Apartments is $2,138 per month and the subsidy for
Wildwood Apartments is $5,122 per month.

The Department of Community Trade and Economic Development (DCTED) long-term
debt related to Peninsula and Wildwood Apartments are rehabilitation loans and each are
deferred for 40 years, until 2047, at which time they will be due in full with zero interest.
These loans were drawn similar to lines of credit, in that, PHA drew funds against the
original balances, therefore increasing the debt from the originally stated amount to the
full amount of the loan. Both loans are drawn to full capacity.

The Housing Authority has incurred debt due to Community Frameworks in the form of
Self-Help Housing Opportunity Program (SHOP) funds in the amount of $300,000. This
liability has zero interest and is a forgivable loan after a ten-year period. This means that
if certain compliance requirements are met, the loan converts to a grant and, therefore, no
repayment is required. However, because compliance is not assured, this funding is
recorded as a long-term debt payable until which time the program requirements have
been fully satisfied and the loan converts to a grant status. These funds are restricted to
the use of land acquisition and/or land development for the Self-Help project.

The Housing Authority has incurred debt related to the development of the Eklund
Heights property. The debt incurred includes a Home Program Fund Award (recoverable
grant), an HTF Grant (recoverable grant) and an HTF Loan related directly to the
development of Eklund Heights I. In addition, there is a deferred loan from the
Washington State Housing Finance Commission.

The Housing Authority has incurred debt related to Mt. Angeles View Phase 1. The loan
terms and conditions are tied to a loan in the same amount from the Housing Authority to
the partnership, Mt. Angeles View I LLLP and the loan is issued as a “Cash Flow Loan”.
Payment to the Department of Commerce is distributed in accordance with the operating

cash flow of the property. (See Note 8).

The Housing Authority has no capital lease commitments and has not issued conduit
debt.

The following Schedule of Long-Term Debt provides a listing of the outstanding debt of
the housing authority.
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ORIGINAL MATURITY INTEREST | ANNUAL BALANCE AS OF| CURRENT
PURPOSE ISSUE DATE AMOUNT DATE RATE INSTALLMENTS JUNE 30, 2024 |PORTION
Peninsula Apartments
USDA Note 2/1/2007 601,433 2/1/2037| 5.375% 23,269 369,439 21,024
USDA Note 2/1/2007 296,193 2/1/2037| 5.375%| Deferred 380,445 -
DCTED 2/1/2007 1,243,438 2/1/2047|  0.000%| Deferred 1,243,438 -
Total Due for Peninsula Apartments 1,993,322
Wildwood Apartments
USDA Note 6/1/2007 770,123 6/1/2037|  5.750%| 29,795 489,214 26,423
USDA Note 6/1/2007 700,105 6/1/2037| 5.375% 27,086 437,929 | 24,040
USDA Note 6/1/2007 603,680 6/1/2037| 5.375% 23,356 377,637 20,729
DCTED 6/1/2007 566,112 6/1/2047|  0.000%| Deferred 566,112 -
Total Due for Wildwood Apartments 1,870,893
F ing projects in Sequim and Forks
City of Forks 1997 202,794 2030 0.000%| Deferred 115,882 -
DCTED 1996 657,361 2041 0.000%| Deferred 425,102
DCTED 2012 280,945 2048|  0.000%| 4,000 250,945 4,000
Total Due for Sequim & Forks Housing| 791,929
B Activities
HTF Loan 2018 3,000,000 1/31/2059| 1.000%| Cash Flow 3,153,032 -
Total Due for Business Activities 3,153,032
Self Help or Other F ing project
SHOP Funds 10/25/2019| 120,000 10/25/2029  0.000%| Forgivable/10 yrs 120,000 -
SHOP Funds 12/18/2023 180,000 |  12/18/2033|  0.000%| Forgivable/10 yrs 180,000 -
Total Due for Self Help: 300,000
Eklund Subdivision
Home Program 10/22/2013| 1,655,000 11/1/2054| 0.000%| Recoverable Grant 1,655,000 -
HTF Grant 10/22/2013 271,000 3/31/2055|  0.000%| Recoverable Grant 271,000 -
HTF Loan 10/22/2013) 224,000 3/31/2055|  1.000% 5,980 196,254 5,980
WSHFC 10/22/2013| 217,150 11/1/2024] 1.000%| Deferred to Maturity 217,150 | 217,150
Total Due for Eklund: 2,339,404
Total of Bonds, Notes & Loans Payable - Direct Borrowings 10,448,580 | 319,347
Less Current Portion of Long-Term Debt (319,347)
Long-Term Portion of Bonds, Notes & Loans Payable 10,129,233

The annual debt service requirements to maturity are as follows:
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Years Ending June 30

2025
2026
2027
2028
2029
2030-2034
2035-2039
2040-2044
2045-2049
2050-2054
2055-2059

TOTALS;

Principal Interest
313,809 132,224
103,136 127,424
109,111 121,450
115,433 115,127
242,115 108,445

1,020,744 427,939
698,369 218,223
(33,362) 175,762
2,349,513 178,484
1,596,055 181,345
3,933,656 145,875
10,448,580 1,932,296

*The Subsidy Payment Amount is the additional payment amount

*Subsidy
Payment
Amount Total
87,095 533,127
87,095 317,655
87,095 317,655
87,095 317,655
87,095 437,655
435,474 1,884,157
210,037 1,126,629
0 142,400
0 2,527,997
0 1,777,400
0 4,079,532
1,080,985 13,461,861

that USDA pays on behalf of the Authority.

Note 5 — Changes in Long-Term Liabilities

During the year ended June 30, 2024, the following changes occurred in long-term

liabilities:
Ending Balance Ending Balance Due Within
06/30/2023 Additions Reductions 06/30/2024 One Year
Compensated Absences S 134,037 | $ 22,003 | $ -1 S 156,040 15,604
Direct Borrowings Bonds, Notes and Loans Payal{ $ 10,403,337 | $ 140,865 | S 95,622 | S 10,448,580 319,347
Non-current Liabilities - Pension S 303,719 S 96,767 | $ 206,952
Non-current Liabilities - OPEB S 104,408 | $ 1,082,584 | $ -|S 1,186,992
Non-current Liabilities - Other S 109,833 S 20,186 | S 89,647
TOTAL: $ 11055334 |S$ 1245452 (S 212,575 | $ 12,088,211 334,951

Note 6 —Pension Plans

Pensions

The following table represents the aggregate pension amounts for all plans for the year

2024:

Aggregate Pension Amounts - All Plans

Pension liabilities (206,952)
Pension assets 478,931
Deferred outflows of resources 564,854
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Deferred inflows of resources (307,008)
Pension expense/expenditures (107,310)

State Sponsored Pension Plans

Substantially all Housing Authority full-time and qualifying part-time employees
participate in one of the following statewide retirement systems administered by the
Washington State Department of Retirement Systems, 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 (DRS), 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 downloaded from the DRS website at www.drs.wa.gov.

Public Employees’ Retirement System (PERS)

PERS members include elected officials; state employees; employees of local
governments; and higher education employees not participating in higher education
retirement programs.

PERS is composed of and reported as three separate plans for accounting purposes: Plan
1, Plan 2/3 and Plan 3. Plan 1 accounts for the defined benefits of Plan 1 members. Plan
2/3 accounts for the defined benefits of Plan 2 members and the defined benefit portion
of benefits for Plan 3 members. Plan 3 accounts for the defined contribution portion of
benefits for Plan 3 members. Although employees can be a member of only Plan 2 or
Plan 3, the defined benefits of Plan 2 and Plan 3 are accounted for in the same pension
trust fund. All assets of Plan 2/3 may legally be used to pay the defined benefits of any
Plan 2 or Plan 3 members or beneficiaries.

PERS Plan 1 provides retirement, disability and death benefits. Retirement benefits are
determined as 2% 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. PERS Plan 1 retirement benefits are actuarially
reduced if a survivor benefit is chosen. Members retiring from active status prior to the
age of 65 may also receive actuarially reduced benefits. Other benefits include an
optional cost-of-living adjustment (COLA). 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.
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Contributions

The PERS Plan 1 member contribution rate is established by State statute at 6%. 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) were as follows:

PERS PLAN 1

Actual Contribution Rates Employer Employee
January - June 2023

PERS Plan 1 6.36% 6.00%
PERS Plan 1 UAAL 3.85%
Administration Fee 0.18%

Total 10.39% 6.00%
July - August 2023

PERS Plan 1 6.36% 6.00%
PERS Plan 1 UAAL 2.85%
Administration Fee 0.18%

Total 9.39% 6.00%
January - June 2024

PERS Plan 1 6.36% 6.00%
PERS Plan 1 UAAL 2.97%
Administration Fee 0.20%

Total 9.53% 6.00%

The Housing authority has no participants in Plan 1 for the year ending June 30, 2024.

PERS Plan 2/3 provides retirement, disability and death benefits. Retirement benefits are
determined as 2% of the member’s AFC times the member’s years of service for Plan 2
and 1% of AFC for Plan 3. The AFC is the average of the member’s 60 highest-paid
consecutive service months. 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
retirement benefits are actuarially reduced if a survivor benefit is chosen. Other PERS
Plan 2/3 benefits include a COLA based on the CPI, capped at 3% annually. PERS 2
members are vested after completing five years of eligible service. Plan 3 members are
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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. Members are eligible to
withdraw their defined contributions upon separation. Members have multiple withdrawal
options, including purchase of an annuity. 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 rates are adopted by the Pension Funding Council, and are subject to change by the
Legislature. The employer rate includes a component to address the PERS Plan 1
Unfunded Actuarial Accrued Liability (UAAL).

As established by Chapter 41.34 RCW, Plan 3 defined contribution rates are set at a
minimum of 5% and a maximum of 15%. PERS Plan 3 members choose their
contribution rate from six options when joining membership and can change rates only
when changing employers. Employers do not contribute to the defined contribution
benefits.

The PERS Plan 2/3 defined benefit required contribution rates (expressed as a percentage
of covered payroll) for 2023 were as follows:

PERS PLAN 2/3
Employee Employee
Actual Contribution Rates Employer2/3 2 3
January - June 2023
PERS Plan 1 6.36% 6.36% Varies
PERS Plan 1 UAAL 3.85%
Administration Fee 0.18%
Total 10.39% 6.36%
July - August 2023
PERS Plan 1 6.36% 6.36% Varies
PERS Plan 1 UAAL 2.85%
Administration Fee 0.18%
Total 9.39% 6.36%
January - June 2024
PERS Plan 1 6.36% 6.36% Varies
PERS Plan 1 UAAL 2.97%
Administration Fee 0.20%
Total 9.53% 6.36%
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The Housing Authority’s actual PERS plan contributions were $54,942 to PERS Plan 1
and $118,487 to PERS Plan 2/3 for the year ended June 30, 2024.

Actuarial Assumptions

The total pension liability (TPL) for each of the DRS plans was determined using the most
recent actuarial valuation completed in 2023 with a valuation date of June 30, 2022. 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 and the 2021 Economic
Experience Study.

Additional assumptions for subsequent events and law changes are current as of the 2022
actuarial valuation report. The TPL was calculated as of the valuation date and rolled
forward to the measurement date of June 30, 2023. Plan liabilities were rolled forward from
June 30, 2022, to June 30, 2023, reflecting each plan’s normal cost (using the entry-age
cost method), assumed interest and actual benefit payments.

° Inflation: 2.75% total economic inflation; 3.25% salary inflation

° Salary increases: In addition to the base 3.25% salary inflation assumption, salaries are
also expected to grow by promotions and longevity.

° Investment rate of return: 7.00%

Mortality rates were developed using the Society of Actuaries’ Pub. H-2010 mortality
rates, which vary by member status, as the base table. The OSA applied age offsets for
each system, as appropriate, to better tailor the mortality rates to the demographics of each
plan. OSA applie