
KITSAP COUNTY CONSOLIDATED HOUSING AUTHORITY 
Notes To Financial Statements 
June 30, 1997 

The accounting methods and procedures adopted by the Kikap County Consolidated Housing Authority 
conform to generally accepted accounting principals as applied to governmental entities. The following notes 
to the financial statements are an integral part of the Housing Authority’s financial statements. 

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES 

Financial Reporting Entity 

The Kikap County Consolidated Housing Authority (Housing Authority) was organized October 1, 1983, 
pursuant to the laws of the Skk of Washington. The Housing Authority’s significant accounting policies are 
described in the following notes. Kikap County Consolidakd Housing Authority is a municipal corporation 
and provides affordable housing opportunities for low and moderate income families. The Housing 
Authority’s financial statement includes the financial position and results of operations of all funds that are 
controlled by or dependent on the Housing Authority. The financial statements indude, as well, the assets 
and liabilities of all funds for which the Housing Authority has a custodii or trust responsibility. 

Component Units The component units column in the combined finandal skkmenk include the financial 
statements of the Housing Authority’s two component units: Golden Ties Associates Limikd Partnership; 
and the 19th Hole Limited Partnership. These are repoited in a separate column to emphasize that they are 
leg-ally separate from the Housing Authority. These financial skkmenk are presenkd for the year ending 
December 31,1998. Complete financial statements of the indiiual component unik can be obtained from 
the Housing Authority’s administrative offices. 

Go/den Tiis /I Limited Pmtnetship The Housing Authority is a 1% general partner in the 
Golden Tides Associaks Limited Partnership. Thiiisakxcreditpartnershlpformedto 
acquire financing, build, and manage a 45 unit low-income senior apartment complex 
located in Silverdale, Washiigton. At the end of the kx credit financing requirement, the 
Housing Authority will become the sole owner of the proparty. 

79th We ffmitecf Pa&e&@ The Housing Authority is a 1% general’ partner in the 19th 
Hole Limited Partnership. This is a tax credit partnership ktmed to acquire financing, buiki, 
and manage a 40 unit low-income senior apartment complex locakd in Port Orchard, 
Washington. At the end of the kx uudii ffnancing requirement, the Housing Authority will be 
the sole owner of the property. 

Accounting Policies 

Bash of Preeentation - Fund Accounting The accounts of the Housii Authority are organized on the 
basis of funds and account groups, each of which is considered a separate accounting entity. The Housing 
Authority has created several types of funds and a number of discretk funds within each fund type. Each 
fund is accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, fund 
balance, revenues and expenditures/w. The individual funds account for the governmental 
reeources allocated to them for the purpose of carrying on specific activiis in accordance with laws, 
regulations, or other restrictions. 

The funds are grouped into four fund types - Governmental, Proprietary, Fiduciary, and HUD - and four 
generic funds - General,. Enterprise, Special Revenue and Non-Expendable Trust 

Governmental fund types The Governmental Fund group is the fund through which most govemmenkl 
functions are typically financed. Included in thii category are the General Fund and the Special Revenue 
Fund. 
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General Fund The General Fund was established to account for resources devoted to 
financing the general services that the Housing Authority performs for its citizens. General 
revenues and other sources of revenue used to finance the fundamental operations of the 
Housing Authority are included in this fund. The fund is charged with all costs of operating 
the government for which a separate fund has not been established. 

Speciar Revenue Fund The Special Revenue Fund was established to account for the 
proceeds of specific revenue sources other than special assessments, expendable trusts, or 
major capital projects that are legally restricted to expenditures for specified purposes. 

Proprietary Fund Type The Proprietary Fund group accounts for operations that are organized to be self- 
supporting through user charges. This fund includes the Enterprise Fund. 

Enterprise Fund The Enterprise Fund was established to account for operations that are 
financed and operated in a manner similar to private business enterprises, where the intent 
is that costs of providing goods or services to the general public on a continuing basis be 
financed or recovered primarity through user charges. 

Fiduciary Fund Type The Fiduciary Fund group is used to account for assets held by the Housing 
Authority as a trustee or agent for individuals, private organhations, and other units of governments. This 
fund includes the Non-Expendable Trust Fund 

Non-Expendable Tiusf Fund The Non-Expendable Trust Fund is used to account for funds 
held on behalf of H omeownds Associations. 

HUD Fund Type The Department of Housing and Urban Development (HUD) funds are presented using 
HUD prescribed formats. HUD reporting requirements contain material departures from Generally Accepted 
Accounting Principals. 

iclccour~f Groups In addition to the two broad types of govemrrkntal funds, the Housing Authority also 
maintains a General Fii Asset and a General Long-Term Debt Account Group. 

General F&tad Ass& Accounts Group Thet Gemri~I Fixed Assets Accounts Group is not a ’ 
fund but rather an account group that is used to account for fixed assets acquired for 
general purposes, and excludes fixed assets in the Enterprise Funds. 

Genera/ LowTerm Debt Account Group The General Long-Term Debt Account Group is 
also not a fund, but rather an account group thet is used to account for the outstanding 
principal balances of general obtigattons bonds and other long-term debt reported in 
pfoprletaly funds. 

Accounting Methods 

Basis of Accounting Governmental Funds, Expendable Trust Funds, and Agency Funds utilize the 
modii accrual basis of accounting. Under this method, revenues are recognized in the accounting period 
in which they become both available and measurable. Licenses and psrmlts, charges for se&es, tines and 
tk&its, and miscellaneous revenues are recorded as revenues when received in cash. Investment earnings 
are recorded when earned (when measurable and availabk). Expenditures are recognized in the aaxxmtkg 
period in which the fund liability is incurred, if measurable, except expenditures for debt service, prepaid 
expenses, and other long-term obligations, which are recognized when paid. 
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All proprietary funds and nonexpendable trust funds are accounted for using the accrual basis of accounting. 
Their revenues are recognized when they are earned, and their expenses are recognized when they are 

incurred. Interest on revenue bonds, proceeds of which are used in financing the construction of certain 
assets, is capital&d during the construction period net of interest on the investment of unexpended bond 
proceeds. 

The Housing Authority maintains it’s accounting records for HUD funds in accordance with methods 
prescribed by the U.S. Department of Housing and Urban Development (HUD) Low Rent Housing Guide 
7510.1 for the conventional program and the Housing Assistance Paymenk Program Accounting Handbook 
7420.6 for the Section 8 Existing Program. 

Budgets and the Budgetary Process Formal budgetary accounting is employed as a management control 
for all funds of the Housing Authority. Annual operating budgets are adopted each fiscal year through 
passage of an annual budget resolution and amended as required for the General Fund, Special Revenue 
Fund, proprietary funds, and the same basis of accounting is used to reflect actual revenues and 
expenditures or expenses recognized on a genera@ accepted accounting principals basis. Budgets for 
certain Special Revenue Funds are made on a project basii, spanning more than one fiscal year. There are 
no budget requirements for the Local Fund. Budgetary control is exercised at the departmental level or by 
projeck. 

Budget procedures for low rent conventional housing program are mandated by HUD in the performance 
funding handbook 7475.13. The budget, as adopted by the Housing Authority and approved by the board of 
commissioners and HUD, constitutes the authority for expendfires. The budget is adopted at the program 
level, so that expenditures may not exceed appqdaUons. Over9xpendiires of ten percent are allowed, 
but additional expenditures must be approved by HUD. All appropriations lapse at year end. Budgeting, 
accounting and reporting are essentlaliy on the same bask. 

Budget procedures for Section 515 housing program are mandated by the United States Department of 
Agriculture - Rural Development (USDA-RD) in the Multiple Housing Management Handbook 1930-C. The 
budget as adopted by the Housing Authority and approved by the board of commissioners and USDA-RD, 
constitutes the authority for expendfires. The budget is adopted at the program level, so that expendiires 
may not exceed appropriations. Dver-expendllres over five percent must be documented and approved by 
USDA-RD. All appropiations lapse at year end. Budgeting, accounting and reporting are essentially on the 
same basis. 

Cash and Cash Equivalents The Housing Authority pools cash resources of its various funds to fadliite 
the management of cash. Cash applicabk to a pa&ular fund is readii UMifiable. The balance in the 
pooled cash accounts is available to meet current oparakq requirements. It is the Housing Authority’s potlcy 
to invest all temporary cash surpluses, which are dassii on the balance sheet as cash and cash 
equivalents in various funds. The interest on these investments is prorated to the various funds. The 
amounts reported as cash and cash equivalenk also include compensating balances maintained with cerkin 
banks in lieu of payments for services rendered. The Housing Authority’s deposits are generally covered by 
Federal Depository Insurance. Cash includes cerkicates of deposit, interest or non-interest bearing demand 
accounts with banks, or direct obligations of the U.S. Government pursuant to requirements of Washington 
State law in Chapter 39.58 RCW. 

Receivables Customer accounts receivable consist of amounts owed from private individuals or 
organizations for goods and services, indudii amounk owed for which billings have not been prepared. 
Notes and contracts receivable consist of amounts owed on open account from private individuals or 
organizations for goods and services mndered. 
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Due To And Due From Other Funds Interfund receivables and payables arise from interfund transactions 
and are recorded by all funds affected in the period in which transactions are executed. 

Amounts Due To And From Other Governmental Units These accounts include amounts due to or from 
other governments for grants, entitlements, temporary loans, and charges for services. 

Other Asseb Other assets held are recorded and accounted for at cost. 

Restricted Assets And Liabilities These accounts contain resources required to be set aside by the 
authority governing the accounting of the particular fund. 

Property, Plant, and Equipment Fixed assets used in governmental fund type operations are accounted 
for in the General Fixed Assets Account Group. Property, plant, and equipment acquired or constructed for 
general governmental operations are recorded as expenditures in the fund making the expenditure and 
capitalized at cost in the General Fiied Assets Account Group. 

Property, plant, and equipment acquired for proprietary funds is capitaliied in the respective funds to which it 
applies. 

Property, plant, and equipment is stated at cost. Where cost could not be determined from the available 
records, estimated historical cost was used to record the estimated value of the assets. Assets acquired by 
gift or bequest are recorded at their fair market value at the date of transfer. 

Depreciation of exhaustible fixed assets used by proprietary funds is charged as an expense against 
operations, and accumulated depreciation is reported on the proprietary funds’ balance sheets. Depreciation 
has been provided over the estimated useful lives using the straight-line method of depredetion. FmHA 
requires that depre&ion be calculatsd on assets held by the Self-Help program which is part of the Specie1 
Revenue Fund. Depreciation for these assets only are posted in the Fiied Assets Account Group. 

The estimated useful lives for each major class of depreciable fixed assets are as follows: 

Buildings 30 - 40 years 
Equipment 5-1oyws 
vehicles 5 years 

The assets of Public Housing, Section 8 Existing, and Section 8 Vouchers are governed by HUD. In 
accordance with HUD regulations, these assets are not depreckd. 

The assets of the Viking’s Crest and Fprd Gardens projects, which are included in the Enterprise Fund, were’ 
bought for resale and am not being depmciated. 

Long-Term Debt Long-Term liabilities for certain revenue bonds and mortgages are reported in the 
appropdete Enterprise Funds. 

Fund Equity The unreserved fund balances for governmental funds represent the amount available for 
budgeting future operations. The reserved fund balanced for governmental funds represents the amount that 
has been legally identitled for specific purposes. Unreserved retained earnings for proprietary funds 
represent the net assets available for future operations or distribution. Reserved retained earnings for 
proprietary funds represent the net assets that have been legally identified for specific purposes. 
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Rovonuee end Expendituree or Expeneee Revenues for governmental funds are recorded when they are 
determined to be both measurable and available. Generally revenues are recognized when received. 
Grants from other governments are recognized when quallfying expenditures are incurred. Expenditures 
from governmental funds are recorded when the related Ilability is incurred, 

Revenues and expenses of proprietary funds are recognized in essentially the same manner as in 
commercial accounting, 

Total Columns The Combined Financial Statements include total columns that are described as 
memoranda only. Data in these columns do not present financial position, results of operations, or cash 
iiows in conformity with generally accepted accounting principals; Interfund transactions have not been 
eliminated from the total column of each financial statement. 

NOTE 2 - STEWARDSHIP, COMPLIANCE, AND ACCOUNTABILITY 

Compliance with Bond and Loan Covenants State laws and certain bond covenants require that the 
Housing Authority maintain occupancy in the Enterprise Fund projects at spe&ted numbers of low income 
families. The Housing Authority must also generate net operating income from each project at a level that 
meets the debt service requirements estabtished by ‘ks respective bond covenant During the fiscal year all 
these covenants were met 

NOTE 3 - DEPOSITS AND INVESTMENTS 

tnvesbnents made by the Housing Authority are summarized below. The investments that are represented 
by specific identifiable investment securities are da&tied as to credit risk wtthin the following three 
CategWlOS: 

Category 1 Insured or registemd, or securWs held by the Housing Authority or its agent in the 
Housing Au&x&y’s name 

Category 2 Uninsured and unregistered, thii .securitles held by the countetpatty~s trust 
department or agent in the Housing Authority’s name 

Category3 Uninsured and unregistered, with secuMes held by the counterparty, or by its trust 
department or agent but not in the Houstng Authority’s name 

U.S. government 
securities 

Banker’s acceptances 

Banking InsttMions 
investment in county 

investment pool 

Total Investments 

ofv canying 
1 2 3 value 

$0 
3 1.477.980 1.477.~ 

9’ .47?.98Q I ,477,980 
109,040 

4.011.129 

Market 
value 

1.477.9: 

I ,477,900 
109,040 

4.011.129 

g&#J$g 
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Washington State law permits housing authorities to invest in the following: 

A The Kitsap County Investment pool, maintained by the Kitsap County Treasurer 

B. The Locsl Government Investment Pool. maintained by the State Treasurer 

C. U. S. Government Obligations, or those guaranteed by the U. S. Government 

D. Direct obligations of, or obligations the principal of and interest on which are 
unconditionallyguaranteed by, any State of the United States of America, the District of Columbia or 
the Commonwealth of Puerto Rico, or any political subdivision of any of the foregoing, which are 
rated in one of the three highest rating categories by a nationally recognized rating agency: 

E. Certificates of deposit or time deposits, bankers acceptances or repurchase agreements with, or 
money market funds of, national or state banks (including the Trustee) or international banks with 
domestic United States operations, with capital, surplus and undivided profits of $50,000,000 or 
more, repurchase agreements with broker dealers with retail customers, which broker dealers are 
under the jurisdiction of the Securities Investors Protection Corporation, under which the Trustee (or 
a third party acting as agent for the Trustee) has possession of the securities or other collateral 
backing such repurchase agreements: and certificates of deposit of federal savings and ban 
associations; 

F. Investment contracts or repurchase agreements with or guaranteed by banks or insurance 
companies having capital, surplus and divided profits or reserves of $50,000,000 or more, which 
contracts or agreements are fully collateraliied by Government Obligations; 

G. Taxable government money market portfoiii restMed to obligations with rneturities of one year 
or less issued or guamnteed as to payment of principal and interest by the full faith and credit of the 
United States of America; or 

H. Repurchase agreements with banks or insurance companies whose claims paying ability is rated 
not less than AA by Moody’s Investors Service, ,lnc., or AA by Standard and Pws Corporation, 
whii repurchase agreements am rUliy collateralized by Government Obligations. 

NOTE 4 - INTERGOVERNMENTAL GRANTS AND ENTITLEMENTS 

The accompanying Schedule of Fiincial Assiitance p&s a listing of all federal and state and interto@ 
assistance progrems in which the Housing Authority par&@&s and summarizes the Housing Authority’s 
grant transact&s for fiscal year 1997. 

NOTE 5 - PROPERTY, PLANT AND EQUIPMENT 

General Policies Major expenditures for fixed assets, including capital teases and major repairs that 
incmase useful lives, are capitalbed. Maintenance, repairs, and minor renewals are accounted for as 
expentiires or expenses when incurred. 

All fixed assets are valued at historical cost (or estimeted costs, where historical cost is not known/or 
estimated market value for donated assets/or the tower of cost or fair market value when transferred between 
proprietary funds and the general fixed assets account group). 
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The Housing Authority has acquired certain assets with funding provlded by federal financial assistance 
programs. Depending on the terms of the agreements involved, the federal government could retain an entity 
interest in these assets. However, the Housing Authority has sufficient legal interest to accomplish the 
purposes for which the assets were acquired, and has included such assets within the applicable account 
group or fund. 

General Fixed Assete General fixed assets are long-lived assets of the Housing Authority as a whole. 
When purchased, leased, or constructed, such assets are recorded as expenditures in the governmental 
funds and capitalked in the general fixed assets account group. Depreciation has been provided on general 
fixed assets. 
Actlvii for general fixed assets capital&d by the Housing Authority is summarized below: 

Land 
Buildings 
Equipment 

prokct 

Poftordmfdv8u8y 
ParltPba 
TmTOp81 
TrwTops2 

4tu;ioo 
193m7 
2%.592 

3,605.787 
0 

Balance Balance 
Juiv 1.1998 Additions Retirements June 30.1997 

$384,162 $265,776 $ 88,386 
446,569 95,706 349,863 
173.407 43.166 - 216.573 

$973.138 m . .$381.482< 

Property, plant, and equipment in the proprietary funds is summarized below: 

m!!!!!s 

2752595 
3,575,1% 
0,770.779 
4.694.484 
1.824.734 
wa%l 
1,133* 
1.499.532 

.724;ss9 
0 

47,163 
52.3% 
78.537 
20,092 
13,681 

32% 
41,107 

2.%s 
4%;%8 

0 

0 

8 
0 

8 

0 
0 
0 

976,437 

SUbtObl 

3,160,0% 
3.%5,579 
7.813.316 
s37m 
1.853.415 
1;950.508 
1.3611.460 
1;767;179 
4.7%.304 

976,437 

470.021 
541.085 
818.255 
444;625 
1%,601 

39,770 
275.624 
=a% 

8 

Financial Accounting standard Board (FABB) 8tatement No. 34 (Capitalkation of Interest Coets) requires 
that Interest expenditures lnunred during consbuctbn of esaets be @talked. FAB-62 (Ca@alkatlon Of 

Ints~CoahSihratknslnvdvingCerEalnTax-EmrmptBonawh~andCartainGiftsandG~)~~ 
that constructed assets financed with the proceeds oftex4xempt debt (lfthose funds are extemaOy restWed 
to finance the acquisii of the assets or used to service the related debt) should include capitalized interest 
only to the extent that intemst cost exceeds interest earned on related interest-bearing investments acquired 
with proceeds of the related tax-exempt bonwtkg. 
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The following properties are secured by a deed of trust 

Property 

Poulsbo Community Center $ 955,427 
Fjord Gardens Apartments 883,900 
Port Orchard Valley Apartments 3,109,582 
Park Place Apartments 3,914,481 
Kingston Ridge Apartments 1,998,879 
Tree Tops Apartments 13,855,X22 
North Office Building 11,889 
Rhododendron Apartments 1,213,284 
Lippett Foutplexes 78,082 
Viking’s Crest Apartments 4.714.177 

Balance of 
Liability Secured at 

June 30.1997 

$30.712.5831 

. 

NOTE 6 - PENSION PLAN 

Substantially all Housing Authority full-time and qualifying part-time employees participate in one of the 
following statswide local government retiremant systems administered by the Department of Retirement 
Systems, under cost-sharing multiple-employer publk emptoyee retirement systems. 

Summary Of PERS Svsterns Actuarial Data 
(In Millions Of Dollars) 

thmmber31,1995 

Total Pension Benefit Obligations $12,938 
Less Net Assets Available For Benefits 12.349 

Unfunded (Surplus) Actuarial Present Value 
Of Aaxmulated Plan Benefits 587 8 

Tha amount shown as total pension bsnetit obligation is the actuarial prasent value of,craditud proiected 
bsneftts, adjusted for the effects of projacW satafy kaasesestknatedtobapayabbinthefutureasa 
result of employee selvlcetodate. Useofthe standardbed measure enable maders’cf Washington’s 
tinancial statements to: (a) assess on an ongoing basis the funding status of each systen~ (b) assess 
progress made in accumulating sufRdent assets to pay benefits when dues; and (c) make comparisons 
among other states of other retirement systems. The standardbed disclosura method is independent of the 
actuarial funding method used to determine contributions to the retirement systems. 

Hiitorical trend information showing each system’s progress in accumulating sufkient assets to pay benetits 
when due is presented in the State of Wabrington’s June 30, 1998 comprehensive annual tinancial report. 
Please refer to said report for detailed bend infdrmation. 
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Public Employees’ Retirement System (PERS) The state iegisiature established PERS in 1947 under 
Chapter 41.40 RCW. PERS is a cost-sharing multipiwmpioyer system. Membership in the system 
includes: elected officials; state employees; employees of the Supreme, Appeals, and Superior courts (other 
than judges): employees of legislative committees; college and university employees not in national higher 
education retirement programs; judges of district and municipal courts; noncertiticated employees of school 
districts; and employees of local government. Approximateiy 47 percent of PERS members are state 
employees. 

PERS contains 2 “plans”. (As used in this context, the term “plans” refers to tiers within PERS. The actual 
glat~ is PERS.) Participants who joined the system by September 30, 1977, are Plan I members. Those 
joining thereafter are enrolled in Plan ii. Retirement benefits are financed from employee and employer 
contributions and investment earnings. Retirement benefits in both Pian I and Plan ii are vested after 
completion of 5 years of eligible service. 

Plan I members are eligible for retirement after 30 years of service, or at the age of 60 with 5 years of service, 
or at the age of 55 with 25 years of service. The annual pension is 2 percent of the final average salary per 
year of service, capped at 60 percent 

Plan ii members may retire at the age of 65 with 5 years of setice, or at 55 with 20 years of service, with an 
allowance of 2 percent per year of service of the final average salary. Plan ii retirements prior to 65 are 
actuarially reduced. There is no cap on years of service credit and a cost-of-iivii allowance is granted, 
capped at 3 percent annually. 

During the 1996 Washington State ‘Legislative Session, the Washington State Legislature did approve a 
change in retirement law that will not becoms effect&e until after the close of fiscal year 1996. The material 
changes made during the 1995 Legislative Session that became effective during the 1996 tIecal year were 
disciosed in last year’s annual report 

None of the other bills that pasaed affec&d conbibubon rates. 

The Housing Authority’s covered payroll for the twetve months ending December 31, 1996 was $760,193. 
The Housing Authority’s total~payroil for all employees was 3662,767. 

Each biennium the legiilature established Plan I employer contribukn fates and Plan ii employer and 
empbyee contribution rates. Employee contribution rates for Plan I are estabtished by IegkMve statute and 
donotvaryfromyeartoyear. Employcrr~forPtaniarenotn~~~~bo~~)yfundthe 
system. ~empbyerandempkycn,conbikrtkn~~~Planiiare~iopedbytheOfficeofS~te 

iagisiature. ThemethodsusedtodetwminetheconWuib 
SEetUb. 

The Housing Authority’s wntribution rates expressed as a percentage of covered payroli, as of December 
31,1995 were: 

PERS Plan I PERS Plan ii 

jWuired /Wuai Reauirecl 4m! 

Employer 7.32% 7.42% 7.32% 7.42% 
Employee 6.00% 6.00% M% 5.08% 

Total 
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The Housing Authority’s actuarially determined contribution requirement and actual contribution for the year 
ending December 31.1996 were: 

PFRS PIan 1 PFRs PIan U 

Employer 
Employee 

ReauiredActual -Actual 

$ 5,442 $5,516 $50,204 $50,690 
4.461 &§l 31.892 34.841 

Total u&u kwzz KBzaQ9G K85l.m 

Change of Aaaumptions During fiscal year 1995, there was a change of assumptions. The change of 
demographic assumptions did not have as large an impact on contriiutln rates as did the economic. The 
economic assumptions are listed below: 

Investment Return 
Salary increases 
Consumer Price Index 

=Y%F= 
&O% 

P 
5:00% 

5.00% 4.25% 

The effect of thses changes is displayed below: 

1994 old 1994 New 1995 New 
AssumDtions’AssumDtionsAssumDtions 

PERS 7.32% 7.66% 7.32% 

NOTE 7 - LONG TERM+BLlGATlONS 

The annual requiremsnt to amortke all debt outstanding at June 30, /997, including intemst 
~Zl2%fOllOW!3- 

Year ending Revenue 
Bonds- 

1997 S 3334,593 d 426,796 S 3,691 S 3,767,060 
1996 3.325334 427,441 3,691 3.756465 
1999 2,961,964 3,735,267 3,691 6,720,922 
2090 2,979,572 199,615 3,691 3,163,076 
2091 3943,494 192,246 3,691 4.139,431 

Theraefter sa3a0Qa - 83pB 64_091.255 
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Changes in rever~ue~ bonds, notes, and other debt 

Balance, 
June 30,1998 

Debt Issued 
Debt Matured 

Balance, 
June 30,1997 

Revenue 
Bonds Notes Other Total 

$33,145,000 $5,928,521 $30,458 t 39,103,977 

1,455,000 2,844,297 4,299,297 
1.825.WQ 104.965 3.692 1 ag33.657 

$32.n5.QOCJ $8.66= $26.764 $41.469.617 

Long term debt at June 30,1997 consisted of the following: 

Revenue Bonds 
Od@ld 
Amount 

Port Orchard Valley, 
Series 1990A&B 3,575,OW 

Park Place, 
Series199OC8D 

Tree Tops I, 
Series 1992A&B 

Kingston Ridge, 
Sedesl992A&B 

4,415,ooo 

8,705,OW 

~160,000 

Tree Tops I, 
Series1992c 

Tree Tops II, 
Series1992A&B 

200,000 

6,025,OW 

Viking’s Cmt 

Fprd Gardens 
Refunding 

Pout&o Community 
Center, Refunding 

6,W,ooO 

1,020,ooo 

Orchard Bluff 1,455,ooo 

Rhododendron S 1,265,OOO 

Total 

Data 
Issued 

5lll90 

1211190 

2m92 

6/l/92 

lUll%p* 

1 l/l/92 

5Ml94 

loR7l95 

4/18&6 

8/l&6 

5R4i96 

Final 

. 5/l/2015 

12/l/2015 

2llROO2 

6m2002 

2/l/2022 

111lm22 

5mm24 

i1/1/2ow 

4/l/2016 

6/l/2006 

6/l 12026 

Interest 
Rate 

6.700% 
to 8.500% 

6.300% 
to 8.000% 

5.000% 
to 7.000% 

5.100% 
to 6.750% 

7.375% 

4.400% 
to 7.400% 

3.800% 
to 6.000% 

4.250% 
to 5.000% 

4.000% 
to 6.500% 

4.300% 

to 4.200% 
6.600% 

to 5.900% 

Balance 

3,170,ooo 

4m5,ooo 

8,250.000 

2,050,OOO 

2w,OOO 

5,755,OOO 

4,775,OOg . 

875,000 

990,ooo 

1,455,OOO 

1.25o.ooQ 

sgJ&gQ 
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Notes (Continued1 

Seafirst Bank 
Mortgage 
Office Building 

First National Bank of 
Port Orchard 
Mortgage 
Lippert Property 

Key Bank 
Line of Credit 

Seafint Bank 
Installment Note 
Telephone 

Seafirst Bank 
Installment Note 
AUtorTK#bii 

Seafirst Bank 
Installment Note 
Automobii 

SeafIrst Bank 
Installment Note 
Computer 

Seafirst Bank 
Installment Note 
Automobile 

Seafirst Bank 
Installment Rote 
Apples 

Seafirst Bank 
Installment Note 
Appliances 

Seafirst Bank 
Installment Note 
Automobile 

Edward Baker 
Mortgage 
skylark Property 

Original Date Final Interest 

Amount Au4 Maturity Rate 

$ 67,339 9112l89 911!399 5.500% $ 11,899 

62,900 

One Year 
lmasury 8iI 

Rate at 
l/10/2015 NovemberlOth 76,082 

4,500,000 611196 
4.640% 
7.380% 3,525,OOO 

14,600 2/l/99 6.000% 5,418 

14,999 2AR000 6.625% 10,985 

21,500 

8llOl94 

11122196 

211194 

l/1194 

2/1194 

2m94 

2/l/94 

2/l/94 

2/l/94 

2/l/97 

7l3J71 

2/l/99 5.500% 3,125 

12,342 2ili99 8.000% 4,518 

16,500 2/l/99 5.500% 2,398 

43,066 2lll99 8.000% 15,773 . . 

36,072 

. . 

2/l/99 6.000% 13,206 

13,993 

12,900 

l/1/2002 6.750% 12,919 

7Bt2042 5.996% 6,445 
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Ofidfld Date Final 
-!a!d9L Maturitv 

Interest 
Rate Amount Balance Notes (Continued1 

U.S.D.A, Farm Home 
Administration 
Mortgage 
Fjord Manor 1,348,804 

30.840 

8/l 9/88 

809188 

8/l 9RO38 

8/l 9RO38 

8.500% 

9.500% 

1,328,885 

30,583 

Administration 
Mortgage 
Fjord Manor 

U.S.D.A., Farm Home 
Administration 
Mortgage 
Rhododendron 5l3ORO58 

71lRO85 

8.750% 

8.500% 

566,886 

223,135 

1,800,OOO 

571,558 

225,000 

5/30/98 

7R8i95 
Seaflrst Bank 

Golden Ties II 

State of Washington 
Installment Note 
Mobile Home Park Qws8 12mRo48 1.000% 

HUD 
Federal Financing Bank 
Notes 
Public Housing Units 

Kitsap County ConW&ted 
Housing Author[ty 
Interfund Loan 

llllROl4 6.600% 551,725 

29$713 

58,982 

721,951 

318,713 

64,982 

*,w 

71,050 

21,000 

3/l 1182 

llIlRO23 

ll/lRO18 

8l3olQ6 

Kitsap County ConsoUdaW 
Housing Authodty 
Interfund Loan 

KitsapCauntyCotwWaW 
Housing Authority 
Interfund Loan 12IlRO19 

2flRO20 

WlROO7 

41,546 

Kitsap County Consolktatud 
Housing Authority 
Interfund Loan varies 65,050 

Kitsap County Consolidated 
Housing Authority 
Interfund Loan Varies aQ!2Q 

$8665.455 Total 
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Other 
Original 
Amount 

Date Final Interest 
Issued Maturitv Rate Balance 

Department of 
Retirement Systems 
Account #5871 $ 98.028 9/w89 8/30/2004 0.000% $ 28.784 

The Prime rate was 8.25% at June 30, 1998. The one year Treasury Bill rate at November 10, 1995 was 
5.0%. The rate charged for Interfund loans is the rata earned on the Housing Authority’s investments in the 
Kitsap County Investment Pool, which was 5.085% for June, 1998. 

NOTE 8 -CLAIMS AND JUDGMENT’S 

The Housing Authority participates in a number of federal, state, and county programs that are fully or 
partially funded by grants received from other governmental units. Expenditures financed by grants are 
subject to audit by the appropriate grantor government. If expenditures are diilkrwed due to noncompliance 
with grant program regulations, the Housing Authority may be required to reimburse the grantor government 
As of June 30, 1997, significant ampunts of grant expenditures have not been audii, but the H&sing 
Authority believes that disallowed expenditures discovered in subsequent audits, if any, will not have a 
material effact on any of the indllual funds or the ovaralt financial position of the Housing Authority. 

NOTE 9 - DUE TO/FROM OTHER FUNDS 

As of June 30, 1997, interfund receivables and payables that resultad from various interfund transactions 
wemas follows: 

Due fmm 
Other funds 

Due to 
Other funds 

General Fund $1,521,719 
Special Revenue Fund 8 178,944 
Enterprise Fund 1342.775 

Total $a $33521.719 

NOTE 10 - FUND EQUITIES 

Reservations of fund balances of govemmantal funds ara established to either (1) satisfy legal covenants that 
require that a portion of the fund balanca ba ssgrugatetd or (2) identify the portion of the fund balance that is 
not appropriated for future expendiires. Specitic resarvatlpns of the fund balance aaxunts are summarized 
below. 

The resarve for debt SBcvicB was created to segregate a portion of the fund balance account for debt service, 
. including both principal payments and inter& paymsnts. Tha resenratlon was established to satisfy legal 

restrihns imposed by various bond agraements. 
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NOTE 11 - RISK MANAGEMENT 

The Kitsap County Consolidated Housing Authority is a member of the Housing Authority Risk Retention Pool 
(HARRP). Chapter 48.62 RCW authorizes the governing body of any one or more governmental entities to 
form together into or join a pool or organization for the joint purchasing of insurance, and/or joint self-insuring, 
and/or joint hiring or contracting for risk management services to the same extent that they may individually 
purchase insurance, self-insure, or hire or contract for risk management services. An agreement to form a 
pooling arrangement was made pursuant to the provisions of Chapter 39.34 RCW, the Interlocal Cooperation 
Act. The pool was formed on March 1, 1987 when housing authorities in the State of Washington joined 
together by signing an lnteriocal Governmental Agreement to pool their self-insured losses and jointty 
purchase insurance and administrative services. Thirty-two Washington PHA’s have joined the pool, along 
with twenty PHA’s in Oregon, twenty-eight in California and one in Nevada. 

The pool allows members to establish a plan of self insurance, jointly purchase insurance coverage and to 
provide such related services as risk management and loss control. Coverage for Errors and Omissions 
liability is on a “claims made basis.” Ail other coverage is on an “occurrence” basis. The pool provides the 
following forms coverage for its members: General Liability, Property, Errors & Omissions, Fidelii and 
Automobile Liabilii. The Pool self-insures the first $250,000 per occurrence of their General Liabilii, Errors 
8 Omissions and Property exposures and purchases $1,750,000 in reinsurance. The Auto Liability program 
self insures up to $2,000,000 per claim. 

Members make an annual contribution based upon an actuarial study to fund the pool. Members have no 
individual deductible in the General Liability and Auto Liability programs. In regards to the Errors & 
Omissions coverage, members carry a deductible of l/l091 of each loss subject to a minimum of $2,500 and 
a maximum of $25,000 for each claim. They may chooses a $1,000, $5,000 or $25,000 per occurrence 
deductible in the Property program. Since the pool is a cooperative effort, any claims falling within HARRP’s 
self-insured retention will be paid from the pooled funds contributed by all the members. 

Each new member pays the pool a non-refundable membership fee. This amount covers the membeh 
share of organizational expenses and the cost of analyzing their loss data and risk profile. Members contract 
to remain in the pool for a minimum of three years, and must give notice 30 days before terminating 
participation. The Interlocal~Govemmen+l Agreement is renewed automatkally each year after the Initial 
three year period. The annual premium is calculated to cover all anticipated expenses. Any shortfall will be 
covered by the pool surplus and rese~es, there is no additional assessment feature ln the Agreement 

The pool is fully funded by its member participants. Claims are filed by members with HARRP. HARRP 
maintains a full time staff including an Executive Director, a Risk Manager and employees providing 
appropriate suppoR 

HARRP is govemed by a Soard of Directors consisting of representatives from nine member PHA’s. Three 
Directors are elected from among the PHA members of the Ass&a&r of Washington Housing Authoritles: 
three from PHA members of the Association of Oregon Housing Authorities; and three from PHA members of 
the Northern CaliiWNevada Executive Directors Assoclatlon. The Board meets at least once each 
quarter to conduct the business affiin of HARRP. The Board also has established an Executive Committee. 
a Claims/Loss Management Committee, an Insurance/Underwriting Committee and an Audit Committee 
which are standing wrnmittees. 

The portion of the member housing authodty balances of the Pool not attributable to unassigned retained 
earnings has been funded by capital contributions of the participants. Until October 1, 1991, participating 
authorities were required to provide a capital contribution equal to 25% of the 1986 Insurance Service 
Organization (ISO) rates for property damage and general liability insurance applicable to the member. At 
December 31, 1994 these capital contributions totals $1,004,239. These capital contributions vest over an 
eight-year period as follows: 
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YEARS PERCENTAGE 
less than 4 0% 

4 20% 
5 40% 
6 60% 
7 80% 
8 100% 

A member who terminates its membership with the Pool is entitled to receive the vested portion of its capital 
contribution as outlined above. Total member capital contributions of $1,004,239 was vested as of 
December 31, 1994. Due to its positive financial conditions HARRP has fully refunded to the member 
authorities the capital contributions of $1,004,239 as of December 31, 1994. The refund of vested capital 
contributions upon the termination of membership is subject to additional conditions and limitations as set 
forth in the pool’s amended and restated Intergovernmental Cooperation Agreement. 

Effective during 1992, the pool amended and restated the Intergovernment& Cooperating Agreement Under 
the amended and restated Intergovernmental Cooperation Agreement, members accepted on of after 
October 1, 1992 have not been required to make a capital contribution to the pool. Members who were 
crediied with a reduction of property insurance premiums aggregating $81,949 during 1991 and $121,606 
during 1992 are deemed under the amended and restated Intergovernmental Cooperation Agreement to 
have received a return of a portion of their capital contributions in the amount credited to them. The 
amended and restated Intergovernmental Cooperation Agreement sets forth the manner in which the Pool 
may return the capital contributions to the members. An additional credit against premiums, in the amount of 
$393,444 for 1993 and $407,240 for 1994. These, too, were deemed a return of capital contributions and 
constituted a return of all such capital contributions to the member authorities. 

HARRP’s Amended & Restated Intergovernmental Cooperation Agreement permits the HARRP Board to 
declare a dividend to be paid to HARRP’s members with respect to any calendar year. The HARRP Board 
declared such a dividend payable in 1995 for calendar years 1987 8 1988. The combined dividend for 1987 
8 1988 was $990,043. In 1996 the Board declared a diiend for calendare year 1989 totalllng $695,024. 
Starting January 1997, the Board has declared a dividend for 1990 totally $967,208. 

In determining the ‘share’.of any declared dividend available to HARRP’s Member Authorities, a calculation 
is made to determine each Membeh ‘Net Financial Contribution” for the year in question. The ‘Net Financial 
Contibution’ is defined as the Membeh written premium for the year, reduced by the MWs paid claims 
for the year. The ‘Net Financial Contribution’ of each Member having a positive balance is dlvlded by the 
total of all the Member’s ‘Net Financial Contributions’ to determine what percent of the avaiible funds will be 
returned to each such Member. 

A record date of January 31, 1997 was established for payment of thii dividend. In order to qualify for the 
payment, membership in HARRP must have continued through that date. Qualified members were given the 
option of receiving a check from HARRP equal to their dividend(s) or having that amount applied to their 
renewal premium. 

NOTE 12 -SUBSEQUENT EVENTS 

On November 7, 1997, the Housing Authorily ‘ssued a revenue bond in the amount of $190,600, the 
proceeds of which will be lent to the 19th Hole Limited Partnership, a Washington limited partnership, for the 
purposes of providing a portion of the financing for the construction of the Madrona Manor apartment 
complex. The funds will be loaned on substantially the same terms as they are borrowed. The interest rate 
on this bond is equal to the Bank’s Faced Rate Index plus 1.75% per annum and shall be reset at the times 
and to the rates determined in the manner set forth in the Commitment Letter and the Promissory Note. 
Payment of principal and interest on the Bond shall be payable in equal monthly installments on the tlrst 
business day of each month; beginning January 1,1998, to maturity in the amount necessary to amortize the 
Bond over a 30-year period. 
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