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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Kitsap Public Health District
January 1, 2020 through December 31, 2020

SECTION I - SUMMARY OF AUDITOR’S RESULTS

The results of our audit of the Kitsap Public Health District 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 District’s financial statements in
accordance with its regulatory basis of accounting. Separately, we issued an adverse opinion on
the fair presentation with regard to accounting principles generally accepted in the United States
of America (GAAP) because the financial statements are prepared using a basis of accounting
other than 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
District.

Federal Awards

Internal Control over Major Programs:

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

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

We issued an unmodified opinion on the District’s compliance with requirements applicable to its
major federal program.
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We reported no findings that are required to be disclosed in accordance with 2 CFR 200.516(a).

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.

CFDA No. Program or Cluster Title
21.019 COVID-19 — Coronavirus Relief Fund

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

The District 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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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

Kitsap Public Health District
January 1, 2020 through December 31, 2020

Board of Health
Kitsap Public Health District
Bremerton, 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
Kitsap Public Health District, as of and for the year ended December 31, 2020, and the related
notes to the financial statements, which collectively comprise the District’s financial statements,
and have issued our report thereon dated December 22, 2021.

We issued an unmodified opinion on the fair presentation of the District’s financial statements in
accordance with its regulatory basis of accounting. We issued an adverse opinion on the fair
presentation with regard to accounting principles generally accepted in the United States of
America (GAAP) because the financial statements are prepared by the District using accounting
practices prescribed by state law and the State Auditor’s Budgeting, Accounting and Reporting
System (BARS) manual described in Note 1, which is a basis of accounting other than GAAP. The
effects on the financial statements of the variances between the basis of accounting described in
Note 1 and accounting principles generally accepted in the United States of America, although not
reasonably determinable, are presumed to be material.

As discussed in Note 4 to the financial statements, the full extent of the COVID-19 pandemic’s
direct or indirect financial impact on the District is unknown.

Office of the Washington State Auditor sao.wa.gov Page 6



INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered the District’s
internal control over financial reporting (internal control) to determine the 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 District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’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 District’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 in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of the District’s compliance with certain
provisions of laws, regulations, contracts and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. 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
District’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 District’s internal control
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and compliance. Accordingly, this communication is not suitable for any other purpose. However,
this report is a matter of public record and its distribution is not limited. It also serves to
disseminate information to the public as a reporting tool to help citizens assess government
operations.

%t

Pat McCarthy, State Auditor
Olympia, WA
December 22, 2021
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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

Kitsap Public Health District
January 1, 2020 through December 31, 2020

Board of Health
Kitsap Public Health District
Bremerton, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

We have audited the compliance of the Kitsap Public Health District, with the types of compliance
requirements described in the U.S. Office of Management and Budget (OMB) Compliance
Supplement that could have a direct and material effect on each of the District’s major federal
programs for the year ended December 31, 2020. The District’s major federal programs are
identified in the accompanying Schedule of Findings and Questioned Costs.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and
conditions of its federal awards applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; 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).
Those standards and the Uniform Guidance require that we plan and perform the audit to obtain
reasonable assurance about whether noncompliance with the types of compliance requirements
referred to above that could have a direct and material effect on a major federal program occurred.
An audit includes examining, on a test basis, evidence about the District’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.
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We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. Our audit does not provide a legal determination on the District’s compliance.

Opinion on Each Major Federal Program

In our opinion, the District 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 December 31, 2020.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the District’s internal control over
compliance with the types of requirements that could have a direct and material effect on each
major federal program in order to determine the auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on compliance for each major federal
program 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 internal control
over compliance. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control over compliance.

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

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control
that might be material weaknesses or significant deficiencies. We did not identify any deficiencies
in internal control over compliance that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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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 22, 2021
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INDEPENDENT AUDITOR’S REPORT

Report on the Financial Statements

Kitsap Public Health District
January 1, 2020 through December 31, 2020

Board of Health
Kitsap Public Health District
Bremerton, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the Kitsap Public Health District, for
the year ended December 31, 2020, and the related notes to the financial statements, which
collectively comprise the District’s financial statements, as listed on page 16.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the financial reporting provisions of state law and the Budgeting, Accounting
and Reporting System (BARS) manual prescribed by the State Auditor described in Note 1. This
includes determining that the basis of accounting is acceptable for the presentation of the financial
statements in the circumstances. Management is also responsible 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.

Auditor’s Responsibility

Our responsibility is to express opinions on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.

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



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

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

Unmodified Opinion on Regulatory Basis of Accounting (BARS Manual)

As described in Note 1, the Kitsap Public Health District has prepared these financial statements
to meet the financial reporting requirements of state law using accounting practices prescribed by
the State Auditor’s Budgeting, Accounting and Reporting System (BARS) manual. Those
accounting practices differ from accounting principles generally accepted in the United States of
America (GAAP). The differences in these accounting practices are also described in Note 1.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the cash and investments of the Kitsap Public Health District, and its changes in cash and
investments, for the year ended December 31, 2020, on the basis of accounting described in Note 1.

Basis for Adverse Opinion on U.S. GAAP

Auditing standards issued by the American Institute of Certified Public Accountants (AICPA)
require auditors to formally acknowledge when governments do not prepare their financial
statements, intended for general use, in accordance with GAAP. The effects on the financial
statements of the variances between GAAP and the accounting practices the District used, as
described in Note 1, although not reasonably determinable, are presumed to be material. As a
result, we are required to issue an adverse opinion on whether the financial statements are
presented fairly, in all material respects, in accordance with GAAP.
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Adverse Opinion on U.S. GAAP

The financial statements referred to above were not intended to, and in our opinion they do not,
present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of the Kitsap Public Health District, as of December 31, 2020, or
the changes in financial position or cash flows thereof for the year then ended, due to the
significance of the matter discussed in the above “Basis for Adverse Opinion on U.S. GAAP”
paragraph.

Matters of Emphasis

As discussed in Note 4 to the financial statements, the full extent of the COVID-19 pandemic’s
direct or indirect financial impact on the District is unknown. Our opinion is not modified with
respect to this matter.

Other Matters
Supplementary and Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements taken
as a whole. The 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 Schedule of Liabilities is also presented for purposes of
additional analysis, as required by the prescribed BARS manual. These schedules are not a
required part of the 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 financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the 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 financial statements taken 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 22, 2021 on our consideration of the District’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 internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Govermment Auditing Standards in
considering the District’s internal control over financial reporting and compliance.

%t

Pat McCarthy, State Auditor
Olympia, WA
December 22, 2021
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FINANCIAL SECTION

Kitsap Public Health District
January 1, 2020 through December 31, 2020

FINANCIAL STATEMENTS

Fund Resources and Uses Arising from Cash Transactions — 2020
Notes to the Financial Statements — 2020

SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Liabilities — 2020
Schedule of Expenditures of Federal Awards — 2020
Notes to the Schedule of Expenditures of Federal Awards — 2020
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Kitsap Public Health District

Fund Resources and Uses Arising from Cash Transactions
For the Year Ended December 31, 2020

Beginning Cash and Investments

308 Beginning Cash and Investments
388 /588 Net Adjustments

Revenues

310 Taxes

320 Licenses and Permits

330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties

360 Miscellaneous Revenues

Total Revenues:

Expenditures

510 General Government

560 Social Services

Total Expenditures:

Excess (Deficiency) Revenues over Expenditures:
Other Increases in Fund Resources

391-393, 596 Debt Proceeds

397 Transfers-In

385 Special or Extraordinary Items
381, 382, 389, 395, Other Resources

398

Total Other Increases in Fund Resources:
Other Decreases in Fund Resources

594-595 Capital Expenditures
591-593, 599 Debt Service

597 Transfers-Out

585 Special or Extraordinary Iltems
581, 582, 589 Other Uses

Total Other Decreases in Fund Resources:

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

50821 Nonspendable
50831 Restricted
50841 Committed
50851 Assigned
50891 Unassigned

Total Ending Cash and Investments

The accompanying notes are an integral part of this statement.

4,241,149

1,055,344
5,740,420
5,333,288

100,358

12,229,410

11,843,302

11,843,302

386,108

456,229

456,229

69,283
304,752

466,614

840,649

1,688

35,971
2,569,730

1,637,134

4,242,835
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KITSAP PUBLIC HEALTH DISTRICT

Notes to the Financial Statements
for the year ended December 31, 2020

Note 1 - Summary of Significant Accounting Policies

The Kitsap Public Health District was incorporated on November 19, 1947 and operates under the laws of
the state of Washington applicable to a local public health agency. The District is a special purpose local
government and provides public health services to support its mission. The Health District’s mission is to
prevent disease and protect and promote the health of all persons in Kitsap County. To accomplish this
mission, the Health District, in partnership with the community, assesses community health needs, develops
health policies, and programs, and assures that necessary health services are available. The Health District
operates under various legal mandates for communicable diseases, vital statistics, sewage disposal, food
service sanitation, public water supplies, swimming pool operations, solid waste management, general
sanitation, schools, camps and parks, family planning and several other public health mandates.

The District reports financial activity in accordance with the Cash Basis Budgeting, Accounting and
Reporting System (BARS) Manual prescribed by the State Auditor’s Office under the authority of
Washington State law, Chapter 43.09 RCW. This manual prescribes a financial reporting framework that
differs from generally accepted accounting principles (GAAP) in the following manner:

e Financial transactions are recognized on a cash basis of accounting as described below.

e Government-wide statements, as defined in GAAP, are not presented.

e All funds are presented, rather than a focus on major funds.

o The Schedule of Liabilities is required to be presented with the financial statements as
supplementary information.

e Supplementary information required by GAAP is not presented.

e Ending balances are presented using classifications that are similar to the ending balance
classification in GAAP.

A. Fund Accounting
Financial transactions of the government are reported in individual funds. Each fund uses a separate set of

self-balancing accounts that comprises its cash and investments, revenues, and expenditures. The
government’s resources are allocated to and accounted for in individual funds depending on their intended
purpose. Each fund is reported as a separate column in the financial statements, except for fiduciary
funds, which are presented by fund types. The total column is presented as “memo only” because any
interfund activities are not eliminated. The following fund types are used:

GOVERNMENTAL FUND TYPES:
General Fund

This fund is the primary operating fund of the government. It accounts for all financial resources
except those required or elected to be accounted for in another fund.
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FIDUCIARY FUND TYPES:

Fiduciary funds account for assets held by the government in a trustee capacity or as a custodian
on behalf of others.

Custodial Funds
These funds are used to account assets that the government holds on behalf of others in a
custodial capacity.

B. Basis of Accounting and Measurement Focus
Financial statements are prepared using the cash basis of accounting and measurement focus. Revenues

are recognized when cash is received, and expenditures are recognized when paid.

C. Cash and Investments
See Note 5 - Deposits and Investments.

D. Capital Assets
Capital assets are assets with an initial individual cost of more than $5,000 and an estimated useful life in

excess of 3 years. Capital assets and inventory are recorded as capital expenditures when purchased.

E. Compensated Absences
Eligible employees earn 18 to 31 days per year of general leave depending upon the employee’s length of
service and FTE but may not exceed the maximum accrual of 360 hours of general leave as of December
31st of each year without approval of the Division Director. General leave is payable upon separation or
retirement up to a maximum of 240 hours. The liability for general leave as of December 31, 2020 is
$620,652.

Non-exempt employees may opt to receive compensatory time at a rate of time and a half for time worked
in excess of 40 hours in lieu of overtime pay. Part-time non-exempt employees working more than their
regular workweek, but less than 40 hours per week, earn compensatory time on an hour-for-hour basis.
The maximum compensatory time accrual is 40 hours; any additional overtime hours must be paid. The
liability for compensatory time as of December 31, 2020 is $18,126.

Exempt employees receive administrative time off on an hour-for-hour basis for hours worked in excess
of their regular workweek, subject to approval. The maximum accrual of administrative time is 40 hours
at any time, except during the emergency proclamation by the Governor for COVID-19, as provided by
Board of Health Resolution 2020-02. Unused administrative time off is not paid upon separation or
retirement.

Eligible full-time employees earn 6 days of extended leave per year and a prorated percentage thereof for

part-time employees for use for qualifying absences such as extended illness. Unused extended leave is
not paid upon separation or retirement.
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F. Long-Term Debt

See Note 6 - Debt Service Requirements.

G. Restricted and Committed Portion of Ending Cash and Investments

Beginning and Ending Cash and Investments are reported as restricted or committed when it is subject to
restrictions on use imposed by external parties or due to internal commitments established by the Kitsap

Public Health Board. When expenditures that meet restrictions are incurred, the District intends to use the
most restricted resources first.

Restrictions and commitments of Ending Cash and Investments consist of:

$30,000 restricted by the grant requirements of the Clear Water Kitsap grant
(formerly Surface and Stormwater Management) with Kitsap County. These funds
are reimbursable to Kitsap County should the grant be discontinued.

$5,971 is restricted for payment of Use Taxes payable to the Washington State
Department of Revenue due in January 2021.

$2,230,986 committed by Board Policy for Operating Reserve.

$114,772 committed by Board Policy for General Leave Payout.

$50,000 committed by Board Policy for Insurance Deductibles and Co-Pays.
$73,972 committed by Board Policy for Unemployment Insurance Payments.
$100,000 committed by Board Policy for Tuberculosis Services.

Note 2 - Budget Compliance

The District adopts an annual appropriated budget for the General Fund. This budget is appropriated at
the fund level. The budget constitutes the legal authority for expenditures at that level. Annual
appropriations for these funds lapse at the fiscal year end.

The annual appropriated budget is adopted on the same basis of accounting as used for financial

reporting.

The appropriated and actual expenditures for the legally adopted budget was as follows:

Final Appropriated Actual Expenditures
Fund/Department Amounts Variance
General Fund: $13,385,918 $12,683,951 $701,967
Total General Fund $13,385,918 $12,683,951 $701,967

Budgeted amounts are authorized to be transferred between departments within any fund/object classes

within departments;

however, any revisions that alter the total expenditures of a fund, or that affect the

number of authorized employee positions, salary ranges, hours, or other conditions of employment must
be approved by the District’s legislative body.

Actual expenditures for 2020 were less than budgeted. Labor costs were the biggest factor. The District
had many positions which were empty for a portion of the year due to turnover, and some positions were
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re-tasked to COVID duties. Non-labor costs for the District were also less than budgeted due to cost-
savings and deferral of expense to 2021.

Note 3 — Related Parties

Kitsap County Commissioners serve as members of the Board of Health and have significant influence in
the management of the District. In 2020, the District provided the following funding to Kitsap County:

Department of Admin Services $304,752
Human Services 30,363
Prosecuting Attorney's Office 30,021
Information Services 17,265
Total $382,401

In 2020, Kitsap County provided the following funding to the District:

General Public Health $1,338,644
Clean Water Kitsap 1,095,109
SW Tipping Fees 940,506
Kitsap Connect 281,898
Septage Tipping Fees 167,308
Maternal Support Services 157,995
Tuberculosis Control 140,205
NDGC Debt Payment 40,151
Epidemiology 21,375
Total $4,183,191

Note 4 — COVID-19 Pandemic

In February 2020, the Governor of the state of Washington declared a state of emergency in response to
the spread of the deadly new virus known as COVID-19. In the months following the declaration,
precautionary measures to slow the spread of the virus were ordered. These measures included closing
schools, cancelling public events, limiting public and private gatherings, and restricting business
operations, travel and non-essential activities.

The District’s Emergency Coordination Center (ECC) was activated on February 3, 2020 to coordinate
planning and response activities. On March 4, 2020, the District elevated the response activities and
expanded the response team. The size of the response has expanded and contracted through the various
phases of the response. The 2021 budget was approved with an expanded Communicable Disease Program
which includes additional staffing for both contact tracing and vaccine administration. The District has
funding to cover the bulk of these expenses for the 2021 fiscal year.

The length of time these measures will continue to be in place, and the full extent of the financial impact
on the District is unknown at this time.
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Note 5 — Deposits and Investments

Investments are reported at fair value. Deposits and investments by type at December 31, 2020 are as
follows:

Deposits and
investments held by
District’s own | the District as
Type of deposit or investment deposits and custodian for other Total
investments local governments,
individuals, or private
organizations
Bank deposits $ 124272 | $ $ 124,272
Kitsap County Investment Pool 4,118,564 4,118,564
Total $ 4,242,836 | $ $ 4,242,836

It is the District’s policy to invest all temporary cash surpluses. The interest on these investments is
maintained in the General Fund.

Investments in Kitsap County Investment Pool

The District is a voluntary participant in the Kitsap County Investment Pool, an external investment pool
operated by the County Treasurer. The pool is not rated or registered with the SEC. Rather; oversight is
provided by the County Finance Committee in accordance with RCW 36.48.070. The District reports its
investment in the pool at fair value, which is the same as the value of the pool per share.

Custodial Credit Risk

Custodial credit risk for deposits is the risk that, in event of a failure of a depository financial institution,
the District would not be able to recover deposits or would not be able to recover collateral securities that
are in possession of an outside party. The District’s deposits are mostly 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).

All investments are insured, registered or held by the District or its agent in the government’s name.

Note 6 — Long-Term Debt (formerly Debt Service Requirements)

The accompanying Schedule of Liabilities provides more details of the outstanding debt and liabilities of
the District and summarizes the District’s debt transactions for year ended December 31, 2020.
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The District’s long-term debt consists solely of general obligation debt for a loan from Kitsap County per
Real Estate Contract and Security Agreement # KC-304-04 to purchase 2 units in the condominium
property of the Norm Dicks Government Center, $1 million payable upon execution of the agreement, and
the balance payable in monthly installments per Schedule, maturing July 2034.

The debt service payment for the fiscal year being reported and future payment requirements, including
interest, are as follows:

Year Principal Interest Total

2021 180,000 122,748 302,748
2022 190,000 115,548 305,548
2023 195,000 107,952 302,952
2024 200,000 100,152 300,152
2025 210,000 92,148 302,148
2026-2030 1,195,000 327,828 | 1,522,828
2031-2034 1,115,000 100,488 | 1,215,488
Total $3,285,000 | $966,864 | $4,251,864

Note 7 — OPEB Plans

The District is a participating employer in the state’s Public Employees Benefits Board (PEBB) program, a
defined benefit plan administered by the Washington State Health Care Authority. The plan provides
medical, dental, and life insurance benefits for public employees and retirees and their dependents on a pay-
as-you-go basis. The plan provides OPEB benefits through both explicit and implicit subsidies. The explicit
subsidy is a set dollar amount that lowers the monthly premium paid by members over the age of 65 enrolled
in Medicare Parts A and B. PEBB determines the amount of the explicit subsidy annually. The implicit
subsidy results from the inclusion of active and non-Medicare eligible retirees in the same pool when
determining premiums. There is an implicit subsidy from active employees since the premiums paid by
retirees are lower than they would have been if the retirees were insured separately.

The District had 84 active plan members and 6 retired plan members as of December 31, 2020. As of
December 31, 2020, the District’s total OPEB liability was $3,960,905 as calculated using the alternative
measurement method. The District contributed $949,246 to the plan for the year ended December 31, 2020.

Note 8 — Pension Plans

A. State Sponsored Pension Plans

Substantially all the District’s full-time and qualifying part-time employees participate in the following
statewide retirement systems administered by the Washington State Department of Retirement Systems
(DRS), under cost-sharing, multiple-employer public employee defined benefit and defined contribution
retirement plans PERS 1, PERS 2, and PERS 3.

The State Legislature establishes, and amends, laws pertaining to the creation and administration of all
public retirement systems.
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The Department of Retirement Systems, a department within the primary government of the State of
Washington, issues a publicly available comprehensive annual financial report (CAFR) that includes
financial statements and required supplementary information for each plan. The DRS CAFR may be
obtained by writing to:

Department of Retirement Systems
Communications Unit

P.O. Box 48380

Olympia, WA 98540-8380

Also, the DRS CAFR may be downloaded from the DRS website at www.drs.wa.gov.

At June 30, 2020 (the measurement date of the plans), the District’s proportionate share of the collective
net pension liabilities, as reported on the Schedule of Liabilities, was as follows:

Plan Em;.)loyfe § Allocation % Liability (Asset)
Contributions

PERS 1 $321,798 0.044402% $ 1,567,630

PERS 2/3 $ 529,753 0.057505% § 735,456

Note 9 — Risk Management

Kitsap Public Health District is a member of Enduris. Chapter 48.62 RCW provides the exclusive source
of local government entity authority to individually or jointly self-insure risks, jointly purchase insurance
or reinsurance, and to contract for risk management, claims, and administrative services. The Pool was
formed July 10, 1987 pursuant to the provisions of Chapter 48.62 RCW, Chapter 200-100 WAC, and
Chapter 39.34 RCW when two counties and two cities in the State of Washington joined together by
signing an interlocal governmental agreement to fund their self-insured losses and jointly purchase
insurance and administrative services. As of August 31, 2020, there are 547 Enduris members
representing a broad array of special purpose districts throughout the state. Enduris provides property
and liability coverage as well as risk management services and other related administrative services.

Members make an annual contribution to fund the Pool and share in the self-insured retention. The self-
insured retention is:

e $1,000,000 self-insured retention on liability loss - the member is responsible for the first
$10,000 of the amount of each claim, while Enduris is responsible for the remaining $990,000 on
a liability loss.

e $250,000 self-insured retention on property loss - the member is responsible for the first $1,000
of the amount of each claim, while Enduris is responsible for the remaining $249,000 on a
property loss. For property losses related to boiler and machinery Enduris is responsible for the
first $4,000 of the claim.
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Enduris acquires reinsurance from unrelated insurance companies on a “per occurrence” basis to cover
all losses over the self-insured retentions as shown on the policy maximum limits. Liability coverage is
for all lines of liability coverage including Public Official’s Liability. The Property coverage is written on
an “all risk”, blanket basis using current Statement of Values. The Property coverage includes but is not
limited to mobile equipment, boiler and machinery, electronic data processing equipment, business
interruption, course of construction and additions, property in transit, fine arts, cyber and automobile
physical damage to insured vehicles. Liability coverage limit is $20 million per occurrence and property
coverage limit is $800 million per occurrence. Enduris offers crime coverage up to a limit of $1 million
per occurrence.

Since Enduris is a cooperative program, there is joint liability among the participating members.

The contract requires members to remain in the Pool for a minimum of one year and must give notice 60
days before terminating participation. The Master Agreement (Intergovernmental Contract) is
automatically renewed after the initial one (1) full fiscal year commitment. Even after termination, a
member is still responsible for contribution to Enduris for any unresolved, unreported and in-process
claims for the period they were a signatory to the Master Agreement.

Enduris is fully funded by its member participants. Claims are filed by members with the Pool and are
administered in house.

The Pool is governed by a Board of Directors which is comprised of seven board members. The Pool’s
members elect the Board and the positions are filled on a rotating basis. The Board meets quarterly and

is responsible for conducting the business affairs of Enduris.

Enduris did not have any claim settlements that exceeded the limits in the last 3 years.
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Kitsap Public Health District

Schedule of Liabilities
For the Year Ended December 31, 2020

Beginning
ID. No. Description Due Date Balance Additions Reductions Ending Balance
General Obligation Debt/Liabilities
263.83 KITSAP COUNTY REAL ESTATE 12/1/2034 3,460,000 - 175,000 3,285,000
CONTRACT KC-304-04
263.83 CAPITALIZATION GRANTS FOR CLEAN 6/30/2022 571,065 - 226,715 344,350
WATER STATE REVOLVING FUNDS;
CRAFT3 SEPTIC
Total General Obligation Debt/Liabilities: 4,031,065 - 401,715 3,629,350
Revenue and Other (non G.0.) Debt/Liabilities
259.12 GENERAL LEAVE LIABILITY (1) 459,087 179,691 - 638,778
264.30 NET PENSION LIABILITY 2,464,898 - 161,811 2,303,087
264.40 OPEB LIABILITIES 2,961,232 999,673 - 3,960,905
Total Revenue and Other (non G.0.) Debt/Liabilities: 5,885,217 1,179,364 161,811 6,902,770
Total Liabilities: 9,916,282 1,179,364 563,526 10,532,120
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Kitsap Public Health District

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2020

Note 1 — Basis of Accounting

This schedule is prepared using a modified accrual basis of accounting which is a departure from the basis
used to prepare the financial statements. The district uses a cash basis of accounting where revenues are
recognized only when cash is received, and expenditures are recognized when paid.

Note 2 — Federal De Minimis Indirect Cost Rate

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

Note 3 — Federal Indirect Cost Rate

The amount expended includes $750,637 claimed as an indirect cost recovery using an approved indirect
cost rate of 37.96 percent for Administration, 37.96 percent for Community Health, and 39.47 percent for
Environmental Health.

Note 4 — Noncash Awards

The amount of vaccine reported on the Schedule is the value of vaccine received by the district during the
current year and priced as prescribed by the Washington State Department of Health.

Note 5 — Program Costs

The amounts shown as current year expenditures represent only the federal grant portion of the program
costs. Entire program costs, including the district’s portion, are more than shown. Such expenditures are
recognized following, as applicable, either the cost principles in the 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.

Page 31



ABOUT THE STATE AUDITOR’S OFFICE

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

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

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

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

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

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

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

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

e Search BARS manuals (GAAP and
cash), and find reporting templates

e [ earn about our training workshops
and on-demand videos

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

e FEmail:

e Discover which governments serve you
webmaster(@sao.wa.gov

— enter an address on our map
e Explore public financial data
with the Financial Intelligence Tool

Office of the Washington State Auditor sao.wa.gov Page 32
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https://sao.wa.gov/reports-data/explore-governments-that-serve-you/
https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov

	1029579
	SCHEDULE OF FINDINGS AND QUESTIONED COSTS
	Independent Auditor’s Report
	Independent Auditor’s Report
	Independent Auditor’s Report
	FINANCIAL SECTION

	FULL financials
	1029579
	ABOUT THE STATE Auditor’s Office




