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From: Strzalka, Amy (SAQ)

To: Ehlinger, Carol (SAQ)

Subject: RE: Homeward Bound Trust Questions
Date: Monday, June 11, 2018 8:44:00 AM
Okay. Will do.

From: Ehlinger, Carol (SAO)

Sent: Sunday, June 10, 2018 12:38 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Subject: RE: Homeward Bound Trust Questions

I think that we should send this as a help desk questions. Ultimately, | think we will need a legal
opinion. It does appear to be a lending of credit as discussed in other emails. Let me know if you
have any questions.

Carol Ehlinger

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I'm not sure how
deeply we should delve into any of this, if at all.

We’ve looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy
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From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAO)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Osborne, Lindsay (SAQ

To: Ehlinger, Carol (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Tuesday, June 12, 2018 1:27:00 PM

| looked over this and do not see any immediate concerns. Seems like they would have the authority
to do this and it was ran by their legal.

Lindsay

From: Ehlinger, Carol (SAO)

Sent: Thursday, June 7, 2018 4:34 PM

To: Osborne, Lindsay (SAO) <osbornel@sao.wa.gov>
Subject: FW: Homeward Bound Trust Questions

Do you have any information or suggestion regarding this information?

Carol Ehlinger

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQO) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions
Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We've looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?
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Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Ehlinger, Carol (SAQ)

To: Strzalka, Amy (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Thursday, June 7, 2018 4:34:40 PM

I am forwarding this to the program manager for cities to see if she has seen this at other cities.

Carol Ehlinger

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We’ve looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
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resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Nora Mitchell

Cc: Sheila Danielson; Schneider, Melody (SAQ)
Subject: RE: Notes to SEFA_FY2017_City of PT
Date: Wednesday, July 18, 2018 3:53:00 PM

Hi Nora,

Yes, that’s exactly what | needed. Thank youl!

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Wednesday, July 18, 2018 3:52 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: FW: Notes to SEFA_FY2017_City of PT

Is this what you need to finalize the report?

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson

Sent: Wednesday, July 18, 2018 3:47 PM
To: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Notes to SEFA_FY2017_City of PT

Nora, Please review the Notes to the SEFA.

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: McFarlane, Megan (SAQ)

To: Strzalka, Amy (SAQ); Ehlinger, Carol (SAQ); Wilson, Zachary (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Notification of Correction to Prior Year"s Data Collection Form
Date: Tuesday, January 22, 2019 11:07:24 AM

I (and Nikki) was able to access it to look up past submissions. Also, | can get at least as far as the log-
in screen. | didn’t try to actually log-in though. Are you using:
https://harvester.census.gov/facides/Account/Login.aspx

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>

Sent: Tuesday, January 22, 2019 11:00 AM

To: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>; Ehlinger, Carol (SAO)
<ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQO)
<seibertm@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Thanks. Are we even able to access the clearinghouse right now? | tried to go there but got a “page
not found” message, and my memory is it’s down because of the government shutdown?

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:57 AM

To: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAQ) <seibertm@sao.wa.gov>
Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;

jscrews@swd16.org;
NMITCHELL@CITYOFPT.US;

paulab@ckschools.org;
DWEBB.BWD@HCC.NET;

teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;

slahaie.bwd@hcc.net

Megan McFarlane
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Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAQ) <seibertm@sao.wa.gov>
Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the
Federal Clearinghouse over the last few years. We noticed a minor data entry error in one or more
of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to
Clearinghouse instructions. You should receive an email from the Federal Clearinghouse when we
request to re-open the affected Data Collection Form. You should then also receive an email from
the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of
the error. Again, we are only correcting a minor data entry error. The error did not affect the
accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any questions,
please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101

(ehlingerc@sao.wa.gov), or myself at ext. 103. Thank you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: Strzalka, Amy (SAQ)

To: McFarlane, Megan (SAQ); Ehlinger, Carol (SAQ); Wilson, Zachary (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Notification of Correction to Prior Year"s Data Collection Form
Date: Tuesday, January 22, 2019 11:08:00 AM

Cool, that worked. | must have been using an outdated address. Thanks!

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 11:07 AM

To: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAQO) <ehlingerc@sao.wa.gov>;
Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: RE: Notification of Correction to Prior Year's Data Collection Form

| (and Nikki) was able to access it to look up past submissions. Also, | can get at least as far as the log-
in screen. | didn’t try to actually log-in though. Are you using:
https://harvester.census.gov/facides/Account/Login.aspx

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>

Sent: Tuesday, January 22, 2019 11:00 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>; Ehlinger, Carol (SAO)
<ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Thanks. Are we even able to access the clearinghouse right now? | tried to go there but got a “page
not found” message, and my memory is it’s down because of the government shutdown?

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:57 AM

To: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;

jscrews@swd16.org;
NMITCHELL @CITYOEPT.US;
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paulab@ckschools.org;
DWEBB.BWD@HCC.NET;

teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaie.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAQ) <seibertm@sao.wa.gov>
Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the
Federal Clearinghouse over the last few years. We noticed a minor data entry error in one or more
of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to
Clearinghouse instructions. You should receive an email from the Federal Clearinghouse when we
request to re-open the affected Data Collection Form. You should then also receive an email from
the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of
the error. Again, we are only correcting a minor data entry error. The error did not affect the
accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any questions,
please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101

(ehlingerc@sao.wa.gov), or myself at ext. 103. Thank you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: McFarlane, Megan (SA
To: Taylor, April (SAO)
Subject:

Date:

RE: Notification of Correction to Prior Year"s Data Collection Form
Wednesday, January 23, 2019 12:44:00 PM

Thanks for the follow up about the link. And for letting me know where you are at! Should | just meet you downstairs (after checking in of course) when |

come for the Entrance then?

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Wednesday, January 23, 2019 12:42 PM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>
Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Hi Megan,

Yes, | can open the link to the worksheet.

| should probably also let you know that they moved me this year, so you don’t walk into Leslie’s office. I'm downstairs now.

From: McFarlane, Megan (SAO) <mcfarlanem

S20.Wa.gov>

Sent: Wednesday, January 23, 2019 11:54 AM
To: Anthony, Kirsten (SAQ) <anthonyk@sao.wa.gov>; Sorna, Renata (SAO) <sornar@sao.wa.gov>; Taylor, April (SAQ) <taylorap@sao.wa.gov>; Schneider,

Melody (SAO) <schneiderm@sao.wa.gov>

Cc: Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>; Ehlinger,

Carol (SAO) <ehlingerc@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

Importance: High

Deadline for Completion — January 30t

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a

few errors. Here’s what they found for our team:

Year
Team End Auditee Name Type of Error Needed Correction
CFDA 66.468 should NOT iz April
Port Orchard 2015 | City of Shelton shou Mark "N" for a loan for CFDA 66.468. ac/ Apri
be marked as a loan.
Kitsap Public Health CFDA 66.458 should NOT - Megan / Kirsten
Port Orchard 2016 | . Mark "N" for a loan for CFDA 66.458.
District be marked as a loan.
Silverdale Water District CFDA 66.468 should NOT - Megan / Renata
Port Orchard 2015 Mark "N" for a loan for CFDA 66.468.
No 16 be marked as a loan.
) ) Special Purpose Framework should  [Amy / Melody
. Incorrect input for special
Port Orchard 2017 | City of Port Townsend be corrected on the DCF from CASH
purpose framework N N
to "Regulatory
Kitsap Public Health Incorrect inout for special Special Purpose Framework should  |Melinda / Kirsten
Port Orchard 2017 | . p P P be corrected on the DCF from CASH
District purpose framework N \
to "Regulatory’
On the DCF, the type of opinion Zac / Renata
A Should be marked as a shou!d be "S" to indicate this was a
Central Kitsap School ) Special Purpose Framework (with
Port Orchard 2017 o special purpose )
District No 401 the Special Purpose framework
framework
marked as "Regulatory" and "Y" for
required)
) . Special Purpose Framework should  |{Zac / April
) L Incorrect input for special
Port Orchard 2017 | Belfair Water District be corrected on the DCF from CASH
purpose framework N N
to "Regulatory

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments
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involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. By January 30th please complete the following:

e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)

e Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF

e Re-certify the corrected DCF as the Certifying Auditor

e Submit the corrected DCF

e Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :
http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xIsx (I am not sure if you have access to this worksheet. If
not, please notify the AAM of the date so they can enter it into the worksheet.)

If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAQ)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.org;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAQO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem @sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: McFarlane, Megan (SA
To: Taylor, April (SAO)

Subject: RE: Notification of Correction to Prior Year"s Data Collection Form

Date: Thursday, January 24, 2019 10:38:26 AM

OK — please make sure to adjust the comment then in the Tracking Spreadsheet.

Megan McFarlane

Assistant Audit Manager
WA State Auditor’s Office

Port Orchard
(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Thursday, January 24, 2019 9:21 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>
Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Hey, turns out that | should have been changing the 2015 report and | was in 2016. (They missed the error in 2016, but | changed it anyway.) Belfair
submitted, now I’'m waiting on Shelton to resubmit 2015.

From: McFarlane, Megan (SAQO) <mcfarlanem@sao.wa.gov>
Sent: Wednesday, January 23, 2019 11:54 AM
To: Anthony, Kirsten (SAO) <anthonyk@sao.wa.gov>; Sorna, Renata (SAO) <sornar@sao.wa.gov>; Taylor, April (SAQO) <taylorap@sao.wa.gov>; Schneider,

Melody (SAO) <schneiderm@sao.wa.gov>

Cc: Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAQO) <seibertm@sao.wa.gov>; Ehlinger,

Carol (SAO) <ehlingerc

$20.Wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

Importance: High

Deadline for Completion — January 30"

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a
few errors. Here’s what they found for our team:

Year
Team End Auditee Name Type of Error Needed Correction
) CFDA 66.468 should NOT - Zac / April
Port Orchard 2015 | City of Shelton Mark "N" for a loan for CFDA 66.468.
be marked as a loan.
Kit: Public Health CFDA 66.458 should NOT M Kirst
Port Orchard 2016 l_ sap upliches shou Mark "N" for a loan for CFDA 66.458. egan / Kirsten
District be marked as a loan.
Silverdale Water District CFDA 66.468 should NOT M Renat
Port Orchard 2015 | >veraaie ater bistric shou Mark "N" for a loan for CFDA 66.463. | 182"/ Renata
No 16 be marked as a loan.
Incorrect inout for special Special Purpose Framework should  |[Amy / Melody
Port Orchard 2017 | City of Port Townsend P P be corrected on the DCF from CASH
purpose framework " .,
to "Regulatory’
X . ) ) Special Purpose Framework should  [Melinda / Kirsten
Kitsap Public Health Incorrect input for special
Port Orchard 2017 | . be corrected on the DCF from CASH
District purpose framework . N
to "Regulatory
On the DCF, the type of opinion Zac / Renata
should be "S" to indicate this was a
) Should be marked as a u, inat I W
Central Kitsap School . Special Purpose Framework (with
Port Orchard 2017 | . special purpose )
District No 401 the Special Purpose framework
framework . . o
marked as "Regulatory" and "Y" for
required)
Incorrect inout for special Special Purpose Framework should  |{Zac / April
Port Orchard 2017 | Belfair Water District P P be corrected on the DCF from CASH
purpose framework " .,
to "Regulatory

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments

involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. B_y_.l_a_ny_a_m_?;_Qm please complete the following:
e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)
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e Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF
e Re-certify the corrected DCF as the Certifying Auditor
e Submit the corrected DCF
e  Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :
saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx (I am not sure if you have access to this worksheet. If
not, please notify the AAM of the date so they can enter it into the worksheet.)

If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.0rg;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103



http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx

mailto:ehlingerc@sao.wa.gov

mailto:ehlingerc@sao.wa.gov

mailto:wilsonz@sao.wa.gov

mailto:strzalkaa@sao.wa.gov

mailto:strzalkaa@sao.wa.gov

mailto:seibertm@sao.wa.gov

mailto:MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG

mailto:jscrews@swd16.org

mailto:NMITCHELL@CITYOFPT.US

mailto:paulab@ckschools.org

mailto:DWEBB.BWD@HCC.NET

mailto:teri.schnitzer@sheltonwa.gov

mailto:DWEBB.BWD@HCC.NET

mailto:slahaie.bwd@hcc.net

mailto:mcfarlanem@sao.wa.gov

mailto:mcfarlanem@sao.wa.gov

mailto:ehlingerc@sao.wa.gov

mailto:wilsonz@sao.wa.gov

mailto:strzalkaa@sao.wa.gov

mailto:seibertm@sao.wa.gov

mailto:ehlingerc@sao.wa.gov




From: McFarlane, Megan (SA(

To: Taylor, April (SAQ)

Subject: RE: Notification of Correction to Prior Year"s Data Collection Form
Date: Thursday, January 24, 2019 10:41:00 AM

Not yet. | am at the manager meeting. | won't be at the office until later this afternoon.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Thursday, January 24, 2019 10:40 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Will do, when 2015 is submitted.

Did you scan Engagement Letter?

From: McFarlane, Megan (SAQO) <mcfarlanem@sao.wa.gov>
Sent: Thursday, January 24, 2019 10:38 AM

To: Taylor, April (SAO) <taylora
Subject: RE: Notification of Correction to Prior Year's Data Collection Form

S3a0.wa.gov>

OK — please make sure to adjust the comment then in the Tracking Spreadsheet.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Thursday, January 24, 2019 9:21 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Hey, turns out that | should have been changing the 2015 report and | was in 2016. (They missed the error in 2016, but | changed it anyway.) Belfair
submitted, now I’'m waiting on Shelton to resubmit 2015.

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Wednesday, January 23, 2019 11:54 AM

To: Anthony, Kirsten (SAO) <anthonyk@sao.wa.gov>; Sorna, Renata (SAO) <sornar@sao.wa.gov>; Taylor, April (SAQO) <taylorap@sao.wa.gov>; Schneider,
Melody (SAO) <schneiderm .Wa.gov>

Cc: Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa @sao.wa.gov>; Seibert, Melinda (SAQO) <seibertm@sao.wa.gov>; Ehlinger,
Carol (SAQ) <ehlingerc@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

Importance: High

Deadline for Completion — January 30t

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a
few errors. Here’s what they found for our team:

Year
Team End Auditee Name Type of Error Needed Correction
) CFDA 66.468 should NOT - Zac / April
Port Orchard 2015 | City of Shelton Mark "N" for a loan for CFDA 66.468.
be marked as a loan.
Port Orchard 2016 K|_tsap Public Health CFDA 66.458 should NOT Mark "N" for a loan for CFDA 66.458. Megan / Kirsten
District be marked as a loan.
il le W Distri FDA 66.41 hould NOT M R
Port Orchard 2015 | Silverdale Water District | CFDA 66.468 should NOT 1\ ¢ 5 Joan for CFDA 66.468. |168°"/ Renata
No 16 be marked as a loan.
Incorrect inout for special Special Purpose Framework should  |[Amy / Melody
Port Orchard 2017 | City of Port Townsend P P be corrected on the DCF from CASH
purpose framework
to "Regulatory"
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Kitsap Public Health Incorrect inout for special Special Purpose Framework should  [Melinda / Kirsten
Port Orchard 2017 ) p P B be corrected on the DCF from CASH
District purpose framework N N
to "Regulatory’
On the DCF, the type of opinion Zac / Renata
_ Should be marked as a shou.ld be "S" to indicate this was a
Central Kitsap School ) Special Purpose Framework (with
Port Orchard 2017 o special purpose )
District No 401 the Special Purpose framework
framework " N o
marked as "Regulatory" and "Y" for
required)
) ) Special Purpose Framework should  [Zac / April
) o Incorrect input for special
Port Orchard 2017 | Belfair Water District be corrected on the DCF from CASH
purpose framework N N
to "Regulatory

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments
involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. By January 30t please complete the following:

e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)

e  Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF

e Re-certify the corrected DCF as the Certifying Auditor

e Submit the corrected DCF

e  Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :
http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx (I am not sure if you have access to this worksheet. If
not, please notify the AAM of the date so they can enter it into the worksheet.)

If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.org;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form
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Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: McFarlane, Megan (SA(

To: Taylor, April (SAQ)
Subject: RE: Notification of Correction to Prior Year"s Data Collection Form
Date: Thursday, January 24, 2019 3:49:00 PM

| just scanned the engagement letter to the Team Scan folder.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Thursday, January 24, 2019 10:42 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

No prob

From: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>

Sent: Thursday, January 24, 2019 10:42 AM

To: Taylor, April (SAO) <taylorap@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Not yet. | am at the manager meeting. | won't be at the office until later this afternoon.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Thursday, January 24, 2019 10:40 AM

To: McFarlane, Megan (SAO) <mcfarlanem @sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Will do, when 2015 is submitted.

Did you scan Engagement Letter?

From: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>

Sent: Thursday, January 24, 2019 10:38 AM

To: Taylor, April (SAO) <taylorap@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

OK — please make sure to adjust the comment then in the Tracking Spreadsheet.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Taylor, April (SAO) <taylorap@sao.wa.gov>

Sent: Thursday, January 24, 2019 9:21 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Subject: RE: Notification of Correction to Prior Year's Data Collection Form

Hey, turns out that | should have been changing the 2015 report and | was in 2016. (They missed the error in 2016, but | changed it anyway.) Belfair
submitted, now I’'m waiting on Shelton to resubmit 2015.

From: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>

Sent: Wednesday, January 23, 2019 11:54 AM

To: Anthony, Kirsten (SAO) <anthonyk@sao.wa.gov>; Sorna, Renata (SAO) <sornar@sao.wa.gov>; Taylor, April (SAQO) <taylorap@sao.wa.gov>; Schneider,
Melody (SAO) <schneiderm@sao.wa.gov>

Cc: Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>; Ehlinger,

Carol (SAQ) <ehlingerc@sao.wa.gov>
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Subject: FW: Notification of Correction to Prior Year's Data Collection Form
Importance: High

Deadline for Completion — January 30t

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a
few errors. Here’s what they found for our team:

Year . .
Team End Auditee Name Type of Error Needed Correction
CFDA 66.468 should NOT iz April
Port Orchard 2015 | City of Shelton shou Mark "N" for a loan for CFDA 66.468. ac/ Apri
be marked as a loan.
Kit Public Health CFDA 66.458 should NOT M Kirst
Port Orchard 2016 | [ oap ublchea shou Mark "N" for a loan for CFDA 66.458, V182" / Kirsten
District be marked as a loan.
Silverdale Water District CFDA 66.468 should NOT - Megan / Renata
Port Orchard 2015 Mark "N" for a loan for CFDA 66.468.
No 16 be marked as a loan.
) ) Special Purpose Framework should  [Amy / Melody
) Incorrect input for special
Port Orchard 2017 | City of Port Townsend be corrected on the DCF from CASH
purpose framework . N
to "Regulatory
Kitsap Public Health Incorrect inout for special Special Purpose Framework should  [Melinda / Kirsten
Port Orchard 2017 ) p P P be corrected on the DCF from CASH
District purpose framework . N
to "Regulatory
On the DCF, the type of opinion Zac / Renata
_ Should be marked as a shouild be "S" to indicate this was a
Central Kitsap School ) Special Purpose Framework (with
Port Orchard 2017 o special purpose )
District No 401 the Special Purpose framework
framework . N o
marked as "Regulatory" and "Y" for
required)
) ) Special Purpose Framework should  [Zac / April
) o Incorrect input for special
Port Orchard 2017 | Belfair Water District be corrected on the DCF from CASH
purpose framework . N
to "Regulatory

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments
involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. By January 39—”‘, please complete the following:
e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)
e Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF
e Re-certify the corrected DCF as the Certifying Auditor
e Submit the corrected DCF
e  Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :

http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx (I am not sure if you have access to this worksheet. If

not, please notify the AAM of the date so they can enter it into the worksheet.)
If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;

jscrews@swd16.0rg;
NMITCHELL@CITYOFPT.US;
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paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAQO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem .Wa.gov>

Cc: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: Strzalka, Amy (SAQ)

To: McFarlane, Megan (SAQ); Ehlinger, Carol (SAQ); Wilson, Zachary (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Notification of Correction to Prior Year"s Data Collection Form
Date: Tuesday, January 22, 2019 11:00:00 AM

Thanks. Are we even able to access the clearinghouse right now? | tried to go there but got a “page
not found” message, and my memory is it’s down because of the government shutdown?

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:57 AM

To: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.org;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;

teri.schnitzer@sheltonwa.gov;

DWEBB.BWD@HCC.NET;
slahaie.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the
Federal Clearinghouse over the last few years. We noticed a minor data entry error in one or more
of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to
Clearinghouse instructions. You should receive an email from the Federal Clearinghouse when we
request to re-open the affected Data Collection Form. You should then also receive an email from
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the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of
the error. Again, we are only correcting a minor data entry error. The error did not affect the
accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any questions,
please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101
(ehlingerc@sao.wa.gov), or myself at ext. 103. Thank you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: Nora Mitchell

To: Schneider, Melody (SAQ)

Cc: Strzalka, Amy (SAQ); Sheila Danielson
Subject: RE: Procurement Policy

Date: Monday, July 2, 2018 3:09:57 PM
Attachments: RE Procurement Policy.msq
Melody

Find attached the procurement policy. We do not think this applies to the procurement policy as it
is not a “public work” but instead we are loaning money to an entity to allow them to undertake the
work. We had quite a bit of discussion on this with our former city attorney.

| am attaching the policies for your information but if you still have questions as to whether the
policies should have covered this type of transaction, let me know and we can set up a call with our
interim attorney John Watts. Hopefully not as | don’t want to incur any additional legal cost unless
your team has concerns.

Thanks.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAQO) [mailto:schneiderm@sao.wa.gov]

Sent: Monday, July 2, 2018 2:49 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Cc: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Procurement Policy

Hi Nora,

Thank you for the information and for pointing out that resolution 11-012 had not been authorized.
We would still like to review the policy so that we can indicate the policy does not have provisions
that apply to this type of transaction.

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133
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RE: Procurement Policy


			From


			Catherine McNabb


			To


			Nora Mitchell


			Cc


			Sheila Danielson; John Watts


			Recipients


			NMitchell@cityofpt.us; SDanielson@cityofpt.us; JWatts@cityofpt.us





Here you go. 


 


I just saw this from MRSC and it was a really good article. I am part of the “Silver Tsunami”


 


http://mrsc.org/Home/Stay-Informed/MRSC-Insight/June-2018/Retaining-Knowledge-In-the-Silver-Tsunami.aspx
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From: Nora Mitchell 
Sent: Friday, June 29, 2018 12:00 PM
To: Catherine McNabb <cmcnabb@cityofpt.us>
Cc: Sheila Danielson <SDanielson@cityofpt.us>; John Watts <JWatts@cityofpt.us>
Subject: FW: Procurement Policy


 


Can you send me whatever current written Purchasing policies we have that talk about competitive procurement requirements.    Not sure whether this transaction technically requires a competitive process so will discuss that we John before we reply to the auditor.


 


Nora Mitchell | Director, Finance & Administrative Services


City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us


250 Madison St. Suite 2, Port Townsend, WA 98368


P:(360) 379-4403  |   F:(360) 385-4290 


 


From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov] 
Sent: Friday, June 29, 2018 10:35 AM
To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: Procurement Policy


 


Hi Nora and Sheila,


 


I am back from vacation and still working on the Homeward Bound questions from the Council member.  I was hoping you could send me the City’s procurement policy that indicates competitive procurement requirements.


 


Thank you,


 


Melody Schneider


Assistant State Auditor


600 Kitsap Street Suite 201


Port Orchard WA 98366


360-895-6133
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CITY OF PORT TOWNSEND




ADMINISTRATIVE POLICY AND PROCEDURE MANUAL



SUBJECT:  PURCHASE OF GOODS AND SERVICES AND CONTRACTS FOR PUBLIC WORKS PROJECTS



PURPOSE:   This administrative policy and procedure manual (herein, “policy” or “manual”) establishes internal administrative guidelines for the City for the purchase of equipment, supplies, materials and services, and contracting for public works.  The guidelines are intended to make purchases and contracts for public works consistent with the annual budget, and consistent with state law, the City’s Purchasing Ordinance codified at PTMC Chapter 3.46 (including any amendments), and the State Auditor’s Office requirements.  Adherence to policies and procedures will ensure that public purchases and contracts are open, fair, and at the best value to the public.  All employees must follow these policies and procedures.  Employees should also consult with the current version of MRSC’s “The Bidding Book for Washington Cities and Towns” for guidance and interpretation (available on line).



CONTENTS OF MANUAL; TABLES; FORMS.  The policies in the manual are divided into four areas: (1) General Policies, (2) Public Works Projects, (3) Purchase of Goods, and (4) Professional (and other) Services, with four attachments (which supplement the policies in this manual): 



· Attachment A-1 is a Table relating to Public Works requirements, and




· Attachment A-2 is a Table relating to Professional Services, Purchase of Goods and Equipment, and Purchase of Services/Maintenance.




· Attachment B contains Finance Dept. procurement requirements.




· Attachment C contains specific provisions relating to Recycled Products Policy, Electronic Data Processing and Telecommunication Systems, Product Warranties, and Vendor Substitution.   



In addition, three contract forms are attached, approved as to form by the City Attorney.  When used, they may not be changed without approval of the City Attorney.



· Standard public works contract




· Standard contract for professional service (non-engineering).




· Standard contract for professional service (engineering).




I. GENERAL POLICIES APPLICABLE TO ALL PURCHASES AND CONTRACTS FOR CAPITAL PROJECTS.




Procurement Tables: City purchases and contracting for public works and professional services are subject to the procedures in this manual, and the authorization and requirements set forth in the attached Tables: 




· Attachment A-1 Public Works, and




· Attachment A-2 Professional Services, Purchase of Goods and Equipment, and Purchase of Services/Maintenance.




Payment Processing – Finance Dept. Requirements:  Payment processing for all City purchases and contracting for public works and professional services is subject to processes and documentation determined by the City Manager and Finance Dept., as set forth in Attachment B.




Special Grant or Agency Requirements.  Special (and additional) requirements may apply from grant or other agency requirements.  Department Heads and employees involved in such purchases or contracting must follow all such requirements.




Purchases and Contracts for Public Works Projects To Be Fair, Open and at Least Cost to the Public.  Purchases of goods and services and contracts for capital projects for the City shall strive to provide the City with the best quality and value, and the most cost-effective prices for the City.  All decisions shall be made on sound practical basis.




Conflict of Interest.  To avoid conflict of interest, purchases of goods and services and contracts for capital projects for the City will be impartial in fact as well as appearance.  Neither the City nor any employee will accept donations of any kind, including materials or services, in return for a commitment to initiate or continue a purchasing agreement.  No employee will participate in purchases or contracts for public works projects when he or she is aware of an actual or perceived conflict of interest, or accept gifts or gratuities from existing or potential vendors in return for a commitment to continue or initiate a purchasing relationship. See also the City’s Code of Ethics at Chapter 2.80 PTMC.



Determining Lowest Responsive Responsible Bidder   For purchases or contracts requiring competitive bidding or quotation, the City shall purchase supplies, materials, and/or equipment from the lowest responsive responsible bidder, provided that, the City reserves its right to reject any or all bids or quotations and call for new bids or quotes.  The City also reserves the right to waive procedural irregularities.  The following factors, in addition to price, may be taken into account as applicable by the City Manager, or designee, in determining the lowest responsive responsible bidder:




1.
Any preferences provided by law to Washington products and vendors;




2.
The best value, considering the quality of the supplies, materials, and/or equipment to be purchased, including life‑cycle costing;




3.
The conformity of the supplies, materials, and/or equipment to the City's specifications;




4.
The purposes for which the supplies, materials, and/or equipment are required;




5.
The times for delivery of the supplies, materials, and/or equipment;




6.
The character, integrity, reputation, judgment, experience, and efficiency of the bidder; and




7.
Such other information as may have a bearing on the decision to purchase the supplies, materials, and/or equipment.




8.
Conformance with bidder criteria responsibility in state law (for example, RCW 39.04.350).




A decision to award to other than the lowest bidder shall be documented with the reasons for not accepting the lowest bidder, and shall be approved in writing by the department head.




The City may adopt relevant supplemental bidder responsibility criteria for a particular project, service or purchase.



Emergencies.  Public bidding and purchasing requirements stated in this policy are suspended during the pendency of a public emergency, and under other emergency conditions as defined in state law.  See RCW 39.04.280.  For emergency purchases or contracts, the City Manager’s prior approval shall be obtained.  For the purpose of enabling the City to suspend compliance with public bidding and purchasing policies and requirements, an “emergency” means “unforeseen circumstances beyond the control of the municipality that either: (a) Present a real, immediate threat to the proper performance of essential functions; or (b) will likely result in material loss or damage to property, bodily injury, or loss of life if immediate action is not taken.” (RCW 39.04.280.)   Under emergency conditions, City departments shall make reasonable efforts to follow the requirements of this policy, to the best extent practicable under the circumstances.  In emergency conditions, purchasing and contract negotiation shall occur as provided in these policies.  




II. POLICIES APPLICABLE TO PURCHASES Of GOODS.  



In addition to the general policies in Section I (including Attachment A-2 Professional Services, Purchase of Goods and Equipment, and Purchase of Services/Maintenance), the following apply to purchases of goods:




Sole Source Purchases and Special Market Conditions.  Compliance with the procedures in this policy may be waived for purchases that are clearly and legitimately limited to a single source of supply, or purchases involving special facilities or market conditions.  The City Council shall approve any such purchases, reciting the situation and setting forth the reasons for invoking this section, provided, for purchases within the City Manager’s authority, the City Manager may approve the purchase, reciting the situation and setting forth the reasons for invoking this section. The City Manager may provide department head authorization within the limits of the City Manager’s authority. 



Surplus Property.  The City may acquire surplus property from another government without the use of bids (RCW 39.33.010).



Recycled Products Policy.  See Attachment C.



Electronic Data Processing and Telecommunication Systems.  See Attachment C.




Product Warranties.  See Attachment C.



Vendor Substitution.  See Attachment C.



III. POLICIES APPLICABLE TO PUBLIC WORKS IMPROVEMENTS - PUBLIC-BIDDING REQUIREMENTS.  



In addition to the general policies in Section I (including Attachment A-1 – Public Works), the following apply to contracts for public works improvements.




Public Works (Capital) Projects Defined.  The term “public work projects” shall have the same meaning as “capital projects.”  As defined by RCW 39.04.010, “public works” or “capital” projects include: all work, construction, repair, or improvements, other than ordinary maintenance, executed at the cost of the City, or any such work which is by law a lien or charge on any property of the City.  Public works or capital projects include all such public capital projects conducted by any department, and are not limited to such projects conducted by the Public Works Department. 



Bid Splitting Prohibited.  A capital (public work) project means a complete project.  The restrictions in this subsection do not permit the division of the project (“bid splitting”) into units of work or classes of work to avoid the restriction on work that may be performed by day labor on a single project.



Coordination with Public Works Department.  Any Department undertaking a public works project shall consult at an early stage of a project with the Public Works Director or designee in order to gain the expertise and experience of the Public Works Department.  The Manager may designate the Public Works department as the lead agency on a project.




State bidder responsibility criteria.



Before award of a public works contract, a bidder must meet state bidder responsibility criteria to be considered a responsible bidder, including:  The bidder must:




a. At the time of the bid submittal, have a certificate of registration in compliance with chapter 18.27 RCW;





b. Have a current unified business identifier number;





c. If applicable, have industrial insurance coverage for the bidder’s employees working in Washington as required in Title 51 RCW; an employment security department number as required in Title 50 RCW; and a state excise tax registration number as required in Title 82 RCW; and





d. Not be disqualified from bidding on any public works contract under RCW 39.06.010 or 39.12.065(3)




The preceding are only the minimum requirements to be considered a responsible bidder. The City may, at its discretion, add additional criteria which may cover all bid awards or criteria specific to a bid award. 



Prevailing Wage Compliance.  Pursuant to RCW 39.12.020, prevailing wage shall be paid on all capital (public work) projects.  The department head shall require that all project managers comply with all requirements of Chapter 39.12 RCW (Prevailing Wage).  To ensure compliance, active consultation with Department of Labor and Industries staff is encouraged.  Project managers should familiarize themselves with informational materials available through the Department of Labor and Industries.  



IV. CONTRACTS FOR PROFESSIONAL SERVICES, AND PURCHASE OF SERVICES/MAINTENANCE



In addition to the general policies in Section I (including Attachment A-2 Professional Services, Purchase of Goods and Equipment, and Purchase of Services/Maintenance), the following apply to contracting for professional service.  




Engineering and Architectural Services.  If the professional service is for engineering or architectural service, the procurement shall be in accordance with RCW 39.80.010‑060.  Prior to retaining engineering and architectural services, the department head shall ensure that the department has performed the following mandatory requirements: (1) advance publication of the requirement for professional services (RCW 39.80.030); (2) evaluation of qualifications and performance of firms (RCW 39.80.040); and (3) negotiation with firms in accordance with adjudged qualifications (RCW 39.80.050).  RCW 39.80.060 provides an exception for emergency work.  The price or cost of the service may not be considered when determining which firm is the most highly qualified to render the service.




Other Professional Consulting Services.  For professional services other than engineering and architectural services, the best possible professional services shall be procured considering the most competitive price for the particular service, the qualifications of the firm, and the City’s need for skilled professional services.




1.
Professional Services Roster.  A Professional Services Roster, combining architectural and engineering services with other services shall generally be used.  This roster shall anticipate professional services for the given calendar year, and shall be the preferred method for choosing services.  Determining the qualifications of a particular firm shall be conducted through an interview process, which shall include price considerations, balanced with the qualifications of the firm, and the City’s need for skilled professional services.




2.
Former City Employees.  Former City employees are prohibited from rendering professional services for a period of five years after terminating employment with the City, unless such services are approved by the City Council.




3.
Legal Services Exempt.  Due to the unique attributes of legal services, and the City’s periodic need for specialized outside legal counsel, contracts or retainer agreements are exempt from these policies governing the selection of contractors.  All contracts or retainer agreements for legal services shall be approved by the City Manager, after consultation with the City Attorney.
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ATTACHMENT A-1 –  TABLE - PUBLIC WORKS CONTRACTING PROCESS AND AUTHORIZATION




				Public Works Project 



				Contracting Process



				Other Requirements



				Payment Processing; Contract Requirement 



				Contract Authorization







				Projects $2,500 and below



				No formal process (may use SWR)







				May use Combined Intent/Affidavit form








				No contract required



				City Manager or Dept. Head (or Dept. Head  designee)







				Projects $2,501 - $5,000



				No formal process (may use SWR)








				P &  P Bonds and Retainage **




Statement of Work



				Public Works Contract (approved as to form by City Attorney, unless waived by Dept. Head); must be 




statement of work



				City Manager or Dept. Head (or Dept. Head  designee)







				Projects costing between $5-40,000 single trade, $65,000 multiple trade



				No formal process (may use SWR)








				Bid Bond Optional




P & P Bonds Retainage (up to $35k)**




Contractor has 50% retainage option up to $35k








				Purchase Order/Encumbrance




Public Works Contract (approved as to form by City Attorney); must be statement of work








				City Manager - Up to $20k single trade $35k multiple trades (greater in certain circumstances); over those limits requires Council Approval ***   







				Projects under $35,000 - “Limited Public Works Process”**



				May use “Limited Public Works Process” - must consult with Public Works to use this process. 








				· SPWR required




· Must solicit at least 3 informal bids or notify all on roster




· No advertisement required, just notice to SPWR




· Bid Bonds Optional




· Electronic, Faxed, or Telephone Quotes Allowed




· Informal Bid Opening(s)




· Award Can Be Delegated




· P/P Bonds Can Be Waived




· Retainage Can Be Waived



				Public Works Contract (approved as to form by City Attorney); must be statement of work








				City Manager  











				Projects costing over $40,000 single trade $65,000 multiple trades and up to $300,000



				Small Works Roster process.  (May also use publicly advertised bid process for projects over $300k.) 








				· Under $300,000




· Request for Informal Bids to all interested contractors on SPWR or notify 5 and "equitably distribute" (if over $150k and not all contractors in category are solicited all contractors must be notified that project is being bid through the SWR process)



· No advertisement required, just notice to SPWR




· Bid Bonds Optional




· Electronic, Faxed, or Telephone Quotes Allowed




· Informal Bid Opening(s)




· Award Can Be Delegated




· P/P Bonds Required




· Retainage Required



				Purchase Order/Encumbrance




Public Works Contract (approved as to form by City Attorney); must be statement of work








				Authorization by Council ***




 







				Projects over $300,000



				Publicly advertised bid process - Must be processed by Public Works Dept.



				· Over $300,000 (but can be for smaller projects)




· Formal Advertisement




· Bid Bonds*




· Sealed Written Bids




· Public Bid Opening*




· Formal Award by Council



· P/P Bonds Required




· Retainage Required








				Purchase Order/Encumbrance




Public Works Contract (approved as to form by City Attorney); must be statement of work








				Authorization by Council ***




Contract signed by City Manager











** Performance Bonds, Payments Bonds and Retainage may only be waived if the Limited Small Works Roster process is used







Revised 06 17, 2016
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PROFESSIONAL SERVICE AND PURCHASE OF GOODS CONTRACTING PROCESS    











				



				



				



				







				Professional Services



				Contracting Process



				Payment Processing; Contract Requirements



				Authorization







				Under $2,500



				No  requirement



				Purchase Order



				Department Head







				Between $2,500 -$10,000



				No requirement



				Purchase Order/Encumbrance



Professional Services Contract



Insurance



				City Manager







				Between $10,001- $20,000



				No requirement



				Purchase Order/Encumbrance



Professional Service Agreement



Insurance



				Council Authorization***



Contract signed by City Manager







				Over $20,000



				Professional Services Roster or Bid



Must advertise for SOQ if federal funding



				Purchase Order/Encumbrance



Professional Services Agreement



Insurance



				Council



Authorization ***



Contract signed by 



City Manager







				Purchase of Goods & Equipment



				Contracting Process



				Payment Processing; Contract Requirements



				Authorization







				Under $500



				None



				None



				None







				Between $500 -$7,500



				None, quotes desirable



				



				City Manager or Designee







				Between $7,500 and $15,000



				Must either:



Formal Bid



Use Vendor List****



State Contract



Interlocal



				Encumbrance



Requisition Form



Written Agreement 



				City Manager







				Between $15,000-$30,000



				Must either:



Formal Bid



State Contract



Interlocal



				Encumbrance



Requisition Form



Written Agreement



				City Manager







				Over $30,000



				Must either:



Formal Bid



Interlocal



State Contract



				If bid:



Advertise 14 days 



Bid bond



Encumbrance



Written Agreement



				Council Authorization ***



Contract signed by City Manager







				Services/Maintenance



				Contracting Process



				Payment Processing; Contract Requirements



				Authorization







				Under $10,000



				None



				Professional Services Agreement (unless waived by Dept. Head.)



Insurance 



				City Manager







				Over $10,000



				None or RFP



				Professional Services Agreement (unless waived by Dept. Hd.)



Insurance 



				Council ***



Contract Signed by City Manager















*** unless previously authorized through budget



		Revised June 17, 2016
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Attachment B  FINANCE DEPT. PROCUREMENT REQUIREMENTS.







1. 	Purchases and Contracts for Public Works To Be Consistent With Budget.







1.1  	Budget Consistency and Limits.  Purchases and contracts for public work will be made consistent with and within budget limits and to meet goals, policies, and objectives approved in the City's budget.  Potential purchases and contracts for public works that are not within budget limits will be pre-approved through a budget amendment process, except as authorized by the City Manager. 







1.2 	Budget Management.  Department Heads are responsible for managing their budgets in accordance with this policy. 







1.3	Line Item Overruns.  Department heads and designees authorized to make purchases for goods or services or negotiate for contracts for capital projects shall use best efforts to ensure that line item cost overruns do not occur.  







2.	Finance Department Review.  The Finance Department shall assure that all invoices or payment requisitions  prepared for payment of purchases have been approved and signed by the appropriate department head or City Manager.







3.	Advance Payments Prohibited; Exceptions.  In accordance with State law, advance payments made prior to the receipt of goods and services are prohibited, except in the following cases: (1) professional dues; (2) tuition for classes and continuing education, including conference fees, when advance payment is mandatory for registration; (3) payments for regular periodic subscriptions to publications; and (4) in instances where the City Manager has determined that due to industry practices, advance payment is unreasonable, unavoidable or impossible.  In circumstances where advance payment is unreasonable, unavoidable or impossible, the City Attorney, the Finance Director and the City Manager shall review the risk to the City (for example, taking into account the reputation of the vendor), and if appropriate require sufficient assurances of product or service delivery, such as through the use of escrow or trust accounts, bonds, or other reasonably secure measures or assurances.







4.	 Authorization of Purchasers and Contracts - Finance Department Notification.  Each Department Head shall provide a list to the Finance Department of employees authorized to sign purchase orders.  Each Department Head shall ensure that employees with purchasing authority are familiar with these policies and procedures in this manual and shall have employees sign an acknowledgement form to that effect.







5.	Purchase Orders.  All purchases of goods and services, except those made from petty cash, special or recurring bills (e.g. utility service bills, contract billings, inter‑local fees and assessments, etc.), or routine departmental purchases, shall be made with a purchase order, purchase card, or otherwise as approved by the City Manager and/or Finance Director.  Purchase orders are intended to encumber funds.  Invoices or partial payments shall be used for actual purchases.



		



6.	Open Purchase Order. There may be open purchases orders for vendors with regular ongoing business activity with the City. Each purchase order will be for a limited maximum amount and only designated employees will be allowed to purchase from each vendor. All vendors shall comply with all requirements of the Finance Department for such purchases.



		



7.	Purchases by Multiple Departments.  All purchase orders issued which involve multiple departments should have the written approval of all participating departments prior to issuance.







8.	Vendor Purchasing Cards.  With approval of the City Manager, a purchasing card for selected vendors and/or uses may be authorized. 







9.	Advance Payment by Employees.  With prior approval of the department head, an employee may personally pay for an approved purchase, and then seek reimbursement through an expense voucher or purchase order.



		



 Any purchases over $100.00 must have prior written approval of the department head or the department head’s designee.   







10.	Invoice and Requisition Approval by Department Heads or Designee. All invoices and requisitions received pursuant to this policy shall be approved for payment by the department head or the employee the department head expressly designates (in writing) to approve invoices, on either the invoice itself or on the City voucher.







11.	Open Vendor Accounts -- Statement Submitted to Finance Department.  Any employee authorized to purchase under an open vendor account shall secure and return a statement of the purchase to the Finance Director the next working day. Said statement shall include the department and BARS account number, work order and function number (if applicable) to be charged.







12.	Submittal of Invoices.  Invoices are to be sent to the Finance Department which will match the invoice against the purchase order and process it, and sign and record the account number to be charged on all invoices received which did not require a purchase order (recurring bills, renewals, etc.). Any unresolved questions regarding funds availability or the account to be charged should be brought to the prompt attention of the City Manager.







13.	Petty Cash Fund.  A Petty Cash fund shall be established for the control and use of petty cash for minor purchases for the City.  







Except in emergencies as determined by a department head, petty cash purchases shall not exceed $100 per project or purchase.  All requests for petty cash funds or reimbursements of petty expenditures shall be reconciled by a receipt or paid invoice along with a completed petty cash form.







[bookmark: _GoBack]Reimbursements and reconciliation of petty cash shall be made within 30 days of the transaction.  No personal checks shall be cashed out of the petty cash fund.







		Revised 06 17, 2016












From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Friday, June 29, 2018 3:43 PM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>; Sheila Danielson
<SDanielson@cityofpt.us>

Cc: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Procurement Policy

In another review of our resolution directory (see city website) 11-012 did NOT get authorized. The

discussion was tabled and revisited on June 20™. Attached is the authorized resolution 11-018.

See authorized actions #3 and #5. The Council did not adopt the resolution directing the City
Manager obtain an RFP/RFQ but instead providers must be able to provide assurance to City Council,
City Manager and City Attorney that the provider’s project is viable.

Also, | don’t think the purchasing policies would cover this transaction as there is no procurement (in
terms of S); just selection of provider.

Does this resolve?

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAQO) [mailto:schneiderm@sao.wa.gov]

Sent: Friday, June 29, 2018 2:36 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Procurement Policy

Yes, that is the question we are looking into. Also, along those lines, when we were still onsite, | had
pointed out in Resolution 11-012 that the Council had authorized the City Manager to send out a
RFP/RFQ for the low income affordable housing proposals. You had mentioned you were going to
follow-up to see if that had occurred. I’'m just wondering if you had a chance to look into that yet?

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>
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Sent: Friday, June 29, 2018 1:31 PM
To: Schneider, Melody (SAO) <schneiderm @sao.wa.gov>; Sheila Danielson

<SDanielson@cityofpt.us>

Subject: RE: Procurement Policy

Hope you had a great time. Sheila will be back Monday and we will dig this out. However, trying to
figure out which aspect of Homeward Bound transactions would follow under procurement so | can
make sure we are addressing the correct question. Does this go back to the council member
guestion on selection of Homeward Bound to surplus the property to? If so, | don’t think the
procurement policy covers that aspect.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov]
Sent: Friday, June 29, 2018 10:35 AM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: Procurement Policy

Hi Nora and Sheila,

| am back from vacation and still working on the Homeward Bound questions from the Council
member. | was hoping you could send me the City’s procurement policy that indicates competitive
procurement requirements.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Schneider, Melody (SAO)

To: Nora Mitchell

Cc: Strzalka, Amy (SAQ); Sheila Danielson
Subject: RE: Procurement Policy

Date: Tuesday, July 3, 2018 8:58:38 AM

Hi Nora,

Thank you for the policy. We don’t see it as being an issue. As you pointed out the transaction is not
considered a public work, and it also does not fall into purchases or professional services which all
require appropriate procurement procedures under state law. Since there is no state law that
covers this type of transaction, we then refer to the City’s policy to see if there are any provisions
that the City should have adhered to. Since the policy contains no provisions for this type of
transaction and no state law that it falls under, it would be considered an appropriate transaction.

I hope that helps.

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Monday, July 2, 2018 3:10 PM

To: Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>

Cc: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Procurement Policy

Melody

Find attached the procurement policy. We do not think this applies to the procurement policy as it
is not a “public work” but instead we are loaning money to an entity to allow them to undertake the
work. We had quite a bit of discussion on this with our former city attorney.

| am attaching the policies for your information but if you still have questions as to whether the
policies should have covered this type of transaction, let me know and we can set up a call with our
interim attorney John Watts. Hopefully not as | don’t want to incur any additional legal cost unless
your team has concerns.

Thanks.
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Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360)385-4290

From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov]
Sent: Monday, July 2, 2018 2:49 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Cc: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Subject: RE: Procurement Policy

Hi Nora,

Thank you for the information and for pointing out that resolution 11-012 had not been authorized.
We would still like to review the policy so that we can indicate the policy does not have provisions
that apply to this type of transaction.

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Friday, June 29, 2018 3:43 PM

To: Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>; Sheila Danielson
<SDanielson@cityofpt.us>

Cc: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Procurement Policy

In another review of our resolution directory (see city website) 11-012 did NOT get authorized. The

discussion was tabled and revisited on June 20™. Attached is the authorized resolution 11-018.

See authorized actions #3 and #5. The Council did not adopt the resolution directing the City
Manager obtain an RFP/RFQ but instead providers must be able to provide assurance to City Council,
City Manager and City Attorney that the provider’s project is viable.

Also, | don’t think the purchasing policies would cover this transaction as there is no procurement (in
terms of S); just selection of provider.

Does this resolve?
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Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov]
Sent: Friday, June 29, 2018 2:36 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Procurement Policy

Yes, that is the question we are looking into. Also, along those lines, when we were still onsite, | had
pointed out in Resolution 11-012 that the Council had authorized the City Manager to send out a
RFP/RFQ for the low income affordable housing proposals. You had mentioned you were going to
follow-up to see if that had occurred. I’'m just wondering if you had a chance to look into that yet?

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Friday, June 29, 2018 1:31 PM

To: Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>; Sheila Danielson
<SDanielson@cityofpt.us>

Subject: RE: Procurement Policy

Hope you had a great time. Sheila will be back Monday and we will dig this out. However, trying to
figure out which aspect of Homeward Bound transactions would follow under procurement so | can
make sure we are addressing the correct question. Does this go back to the council member
guestion on selection of Homeward Bound to surplus the property to? If so, | don’t think the
procurement policy covers that aspect.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov]
Sent: Friday, June 29, 2018 10:35 AM
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To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: Procurement Policy

Hi Nora and Sheila,

| am back from vacation and still working on the Homeward Bound questions from the Council
member. | was hoping you could send me the City’s procurement policy that indicates competitive
procurement requirements.

Thank you,

Meledy Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.



mailto:NMitchell@cityofpt.us

mailto:SDanielson@cityofpt.us




From: Nora Mitchell

To: Schneider, Melody (SAQ); Sheila Danielson

Cc: Strzalka, Amy (SAQ)

Subject: RE: Procurement Policy

Date: Friday, June 29, 2018 3:42:56 PM

Attachments: Resolution 11-018 Concerning Affordable Housing.pdf

In another review of our resolution directory (see city website) 11-012 did NOT get authorized. The

discussion was tabled and revisited on June 20, Attached is the authorized resolution 11-018.

See authorized actions #3 and #5. The Council did not adopt the resolution directing the City
Manager obtain an RFP/RFQ but instead providers must be able to provide assurance to City Council,
City Manager and City Attorney that the provider’s project is viable.

Also, | don’t think the purchasing policies would cover this transaction as there is no procurement (in
terms of $); just selection of provider.

Does this resolve?

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov]

Sent: Friday, June 29, 2018 2:36 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Procurement Policy

Yes, that is the question we are looking into. Also, along those lines, when we were still onsite, | had
pointed out in Resolution 11-012 that the Council had authorized the City Manager to send out a
RFP/RFQ for the low income affordable housing proposals. You had mentioned you were going to
follow-up to see if that had occurred. I’'m just wondering if you had a chance to look into that yet?

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Friday, June 29, 2018 1:31 PM
To: Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>; Sheila Danielson
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Resolution 11-018
Page 1 of 3

RESOLUTION NO. 11-018

RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,

WASHINGTON CONCERNING AFFORDABLE HOUSING

RECITALS:

A.

Council held a public hearing on April 18 and May 2, 2011. The public hearing
concerned whether several properties: a) are surplus to the City’s needs (and should be
disposed of without making provision for affordable housing; and/or b) should be
designated for affordable housing purposes and should be surplused or retained for that
purpose; and/or ¢) should be retained for some other public purpose.

The City has been in the process of identifying City-owned properties which may be
designated to help meet affordable housing needs. To this end, City Council previously
identified seven City-owned properties that may be suitable for development of
affordable housing (Resolutions 09-035, 10-024).

Subsequently, Council amended Chapter 3.44, of the Port Townsend Municipal Code
Regarding Disposition of Surplus Property, and Adding Consideration of Disposition of
Property for Affordable Housing. As noted to Council at the time of the Chapter 3.44
PTMC amendments, technically, if property is retained in City ownership but leased out
to a nonprofit for affordable housing (or other public use), the property is not
“surplused.” Rather, the property is designated for a public purpose, and the designation
is implemented through an agreement with a nonprofit entity.)

. At the public hearings, staff recommended that three properties should be designated for

low income affordable housing purposes (Cherry Street, Discovery Road, and Beech
Street).

All three properties are located within Tier 1 (i.e., in close proximity to infrastructure)
and are not currently being used, nor do they have a planned use.

On May 2, 2011, Council moved that the Council designate the Beech, Discovery and
Cherry properties for affordable housing purposes and directed the City Manager to
report to the City Council with recommended next steps.

. The City Manager has recommended the following:

1. That Council establish within the budget a housing fund in order to allow the City
to better track expenditures and revenues related to housing programs. The fund
would maintain accounts related to receipts and expenditures related to housing
grants, and other funds received or expended by the City for low income and
affordable housing purposes. For example, if a property designated for affordable
housing were sold, in order to leverage funds for other affordable housing
projects or purposes, the funds from a sale would be receipted into the housing
fund.
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2. That Council recommend to housing providers that the providers establish a
consortium or other collaboration to join forces. A consortium could avoid
duplication of effort, assist in coordination of projects and grant applications (to
avoid competing for grants), and provides strength in numbers and a single point
of contact for the City to work with to help develop affordable housing in the
City. A consortium could work with the Housing Action Plan Network
Committee (HAPN) or take the place of HAPN (subject to arrangements with the
County), and in addition, could assume the affordable housing function of the
Public Development Authority (PDA) as the PDA focuses on issues within its
mission related to Fort Worden.

3 That the Council direct the City Manager to work with owners and possibly
providers to reconfigure Cherry Street to establish buildable lots for affordable
housing, subject to final Council approval on agreements and configuration.

4. That Council direct that the Beech Street property (which Council designate for
affordable housing) not be marketed at this time for affordable hosing, but that the
process for comprehensive plan amendment concerning the property first take
place. In the meantime, nothing prevents a provider from making a proposal for
development of affordable housing on the property. Following the
comprehensive plan amendment process, Council would determine next steps for
this property in connection with the development of affordable housing.

5 That Council declare that any provider seeking to develop affordable housing in
connection with use or conveyance (by deed or lease) of City property must be
able to assure the City in form acceptable to the City Council, City Manager and
City Attorney that the provider's project is viable and will be timely completed,
and that the property will be maintained in affordable housing status and not be
transferred to a person who does not meet income qualifications specified in the
deed or lease agreement.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

The City Council

1. Determines to establish within the budget, by way of separate Ordinance, a
housing fund within the budget in order to allow the City to better track
expenditures and revenues related to housing programs. The fund would maintain
accounts related to receipts and expenditures related to housing grants, and other
funds received or expended by the City for low income and affordable housing
purposes. For example, if a property designated for affordable housing were sold,
in order to leverage funds for other affordable housing projects or purposes, the
funds from a sale would be receipted into the housing fund.

7. Recommends to housing providers that the providers establish a consortium or
other collaboration to join forces. A consortium could avoid duplication of effort,
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assist in coordination of projects and grant application (to avid competing for
grants), and provides strength in numbers and a single point of contact for the
City to work with to help develop affordable housing in the City. The City

Manager is directed to work with providers in this regard.

3 Directs the City Manager to work with owners and possibly providers to @
reconfigure Cherry Street to establish buildable lots for affordable housing,
subject to final Council approval on agreements and configuration.

4. Directs that the Beech Street property (which Council designated for affordable
housing) not be marketed at this time for affordable housing, but that the process
for comprehensive plan amendment concerning the property first take place. In
the meantime, nothing prevents a provider from making a proposal for
development of affordable housing on the property. Following the
comprehensive plan amendment process, Council will determine next steps for

this property in connection with the development of affordable housing.

5. Declares that any provider seeking to develop affordable housing in connection
with use or conveyance (by deed or lease) of City property must be able to assure
the City in form acceptable to the City Council, City Manager and City Attorney
that the provider's project is viable and will be timely completed, and that the
property will be maintained in affordable housing status and not transferred to a
person who does not meet income qualifications specified in the deed or lease
agreement. '

ADOPTED by the City Council of the City of Port Townsend at a regular
meeting thereof, held this 20th day of June, 2011.

Michelle Sandoval, Mayor

Attest: Approved as to form:

Pamela Kolacy, MMC John P. Watts
City Clerk City Attorney









<SDanielson@cityofpt.us>

Subject: RE: Procurement Policy

Hope you had a great time. Sheila will be back Monday and we will dig this out. However, trying to
figure out which aspect of Homeward Bound transactions would follow under procurement so | can
make sure we are addressing the correct question. Does this go back to the council member
guestion on selection of Homeward Bound to surplus the property to? If so, | don’t think the
procurement policy covers that aspect.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAO) [mailto:schneiderm@sao.wa.gov]
Sent: Friday, June 29, 2018 10:35 AM

To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: Procurement Policy

Hi Nora and Sheila,

| am back from vacation and still working on the Homeward Bound questions from the Council
member. | was hoping you could send me the City’s procurement policy that indicates competitive
procurement requirements.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Arevalo, Daniel (SAQ)

To: Kostick, Niles (SAQO)

Subject: RE: Response to Client Helpdesk Request 84993
Date: Thursday, March 15, 2018 9:09:34 AM
DANKA!

From: Kostick, Niles (SAQ)

Sent: Thursday, March 15, 2018 9:07 AM

To: Arevalo, Daniel (SAO) <arevalod@sao.wa.gov>
Subject: RE: Response to Client Helpdesk Request 84993

Great answer, great answer!
Best,

Niles B. Kostick
Office of the Washington State Auditor
Phone: 360.725.5626

From: AREVALOD@sao.wa.gov [mailto:AREVALOD @sao.wa.gov]
Sent: Thursday, March 15, 2018 8:57 AM

To: sdanielson@cityofpt.us

Cc: Johnson, Alexandra (SAQ) <johnsoal@sao.wa.gov>; Windsor, Diana (SAO)
<windsord@sao.wa.gov>; Khleborod, Iryna (SAO) <khleborodi@sao.wa.gov>; Osborne, Lindsay (SAO)
<osbornel@sao.wa.gov>; Burleson, Debra (SAO) <burlesod @sao.wa.gov>; Kostick, Niles (SAO)
<kostickn@sao.wa.gov>; Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; SAO DL APP LGS Accounting

<SAODLAPPLGSAccounting@sao.wa.gov>; Fenton, Crystal (SAO) <fentonc@sao.wa.gov>
Subject: Response to Client Helpdesk Request 84993

Your request # 84993 for Port Townsend, City of has been resolved.

Your question was:
I need to know what object codes to use with interfund loan repayments.

The background information you provided was:
I've used 70 & 80 objects codes with BASUB 58120 but am getting red flags on schedule 01
import.

Our response is as follows:
Hello Shelia,

Y ou should be using object code 00 for 58120.

If you have any questions or issues, please feel free to contact me directly!
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If you have additional follow-up questions, please reference this request number when you
contact us again. A copy of this response is provided to your audit team to ensure that we are
consistent and efficient when working with you.

Sincerely,
Daniel Arevalo

Disclaimer: Answers are informational only and are based on the specific circumstances presented. As laws and
circumstances change, or additional facts are presented, the answer is subject to change. The information provided
by the Washington State Auditor's client helpdesk is not a legal or a binding opinion.

Neither the State of Washington nor any agency, officer, or employee of the State of Washington warrants the
accuracy, reliability or timeliness of any information in the Public Access System and shall not be liable for any
losses caused by such reliance on the accuracy, reliability, or timeliness of such information. Portions of such
information may be incorrect or not current. Any person or entity that relies on any information obtained from the
System does so at his or her own risk.






From: Kostick, Niles (SAQ)

To: AREVALOD@sao.wa.gov
Subject: RE: Response to Client Helpdesk Request 84993
Date: Thursday, March 15, 2018 9:07:00 AM

Great answer, great answer!
Best,

Niles B. Kostick
Office of the Washington State Auditor
Phone: 360.725.5626

From: AREVALOD @sao.wa.gov [mailto:AREVALOD @sao.wa.gov]

Sent: Thursday, March 15, 2018 8:57 AM

To: sdanielson@cityofpt.us

Cc: Johnson, Alexandra (SAQ) <johnsoal@sao.wa.gov>; Windsor, Diana (SAO)
<windsord@sao.wa.gov>; Khleborod, Iryna (SAQ) <khleborodi@sao.wa.gov>; Osborne, Lindsay (SAO)
<osbornel@sao.wa.gov>; Burleson, Debra (SAO) <burlesod@sao.wa.gov>; Kostick, Niles (SAO)
<kostickn@sao.wa.gov>; Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; SAO DL APP LGS Accounting
<SAODLAPPLGSAccounting@sao.wa.gov>; Fenton, Crystal (SAO) <fentonc@sao.wa.gov>

Subject: Response to Client Helpdesk Request 84993

Your request # 84993 for Port Townsend, City of has been resolved.

Your question was:
I need to know what object codes to use with interfund loan repayments.

The background information you provided was:
I've used 70 & 80 objects codes with BASUB 58120 but am getting red flags on schedule 01
import.

Our response is as follows:
Hello Shelia,

You should be using object code 00 for 58120.

If you have any questions or issues, please feel free to contact me directly!

If you have additional follow-up questions, please reference this request number when you
contact us again. A copy of this response is provided to your audit team to ensure that we are
consistent and efficient when working with you.
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Sincerely,
Daniel Arevalo

Disclaimer: Answers are informational only and are based on the specific circumstances presented. As laws and
circumstances change, or additional facts are presented, the answer is subject to change. The information provided
by the Washington State Auditor's client helpdesk is not a legal or a binding opinion.

Neither the State of Washington nor any agency, officer, or employee of the State of Washington warrants the
accuracy, reliability or timeliness of any information in the Public Access System and shall not be liable for any
losses caused by such reliance on the accuracy, reliability, or timeliness of such information. Portions of such
information may be incorrect or not current. Any person or entity that relies on any information obtained from the
System does so at his or her own risk.






From: Nora Mitchell

To: Dounouk, Nikki (SAQ)

Cc: Sheila Danielson

Subject: RE: Single Audit Reminders

Date: Tuesday, January 22, 2019 2:53:47 PM

The City of Port Townsend will not need a single audit for 2018. We plan to have all the audit report
and all documents filed with SAO by April 30", We will be ready for audit anytime after that date.

Thank you.

From: Dounouk, Nikki (SAO) <dounoukn@sao.wa.gov>
Sent: Friday, January 11, 2019 10:43 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: Single Audit Reminders

CAUTION: This email contains a hyperlink and was originated from outside of the organization.
Use extreme care when clicking links and opening attachments.

Hello Nora,

Our Office is currently working on setting a tentative audit schedule; if you could please send me the
following information, it would be greatly appreciated:

e Please confirm if your agency will be needing a federal single audit for fiscal year 2018
e An estimate of when you anticipate your agency will be ready for audit
We wanted to send out a few reminders regarding fiscal year 2018 federal single audits. Although
it’s only January, the deadline to submit financial statements feels like it comes quicker each year.
The deadline to submit completed, final financial statements (to include the Schedule of
Expenditures of Federal Awards — SEFA) is May 30, 2019; however, there is no need to wait until

May 30th, statements can be submitted as soon as they are ready.

Our office will be completing federal single audits on a first come first serve basis, meaning if your
agency is unable to submit completed financial statements to us by the deadline, we cannot

guarantee your audit will be completed by the September 30t deadline. However, this also means,
the sooner you submit, the sooner we can complete your agency’s audit. If you have any questions,
please contact Audit Manager, Carol Ehlinger at (360) 835-6133 or Carol.Ehlinger@sao.wa.gov.

Thank you,

Nikki Dounouk

Administrative Assistant
600 Kitsap St., Suite 201
Port Orchard, WA 98366
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(360) 895-6133






From: Schneider, Melody (SAO)

To: Nora Mitchell; Strzalka, Amy (SAQ)

Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 12:15:14 PM

Hi Nora,

The Federal Clearinghouse form was kicked back for an error regarding the reporting entity type. We had accidentally
selected the City as a "Cash basis" rather than a "Regulatory basis". Therefore, we had to reopen the submission and correct
the error. Everything else remains the same from the original submission. If you could certify as the Auditee AND Submit it,
that will be great.

Sorry for the inconvenience.

Thank you,

Melady Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Tuesday, January 22, 2019 12:11 PM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

| am not sure why | am getting these at this time. Any ideas?

Nora Mitchell | Director, Finance & Administrative Services City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360) 385-4290

From: Federal Audit Clearinghouse <govs.fac.ides@census.gov>

Sent: Tuesday, January 22, 2019 11:21 AM

To: Nora Mitchell <NMitchell@cityofpt.us>; SCHNEIDERM@SAQ.WA.GOV; STRZALKAA@SAO.WA.GOV

Subject: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

CAUTION: This email contains a hyperlink and was originated from outside of the organization. Use extreme care when
clicking links and opening attachments.
01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

The auditor has electronically certified (signed) the Form SF-SAC for the above referenced organization.

After the auditor and auditee have both certified the Form SF-SAC, please complete the final step and submit the Single
Audit package.
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Sincerely,
Federal Audit Clearinghouse
h : nmail.trustwave.com/?

€=16439&d=p0O3H3E9_M5Xxnpryi9EFx565UGVBwWzIRN_fFyvgbUQ&u=https%3a%2f%2fharvester%2ecensus%2egov%2ffacides
govs.fac.ides@census.gov
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From: Nora Mitchell

To: Schneider, Melody (SAQ); Strzalka, Amy (SAQ)
Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 2:48:44 PM

Thanks and DONE!

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>

Sent: Tuesday, January 22, 2019 12:15 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

Hi Nora,

The Federal Clearinghouse form was kicked back for an error regarding the reporting entity type. We had accidentally
selected the City as a "Cash basis" rather than a "Regulatory basis". Therefore, we had to reopen the submission and correct
the error. Everything else remains the same from the original submission. If you could certify as the Auditee AND Submit it,
that will be great.

Sorry for the inconvenience.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Tuesday, January 22, 2019 12:11 PM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

I am not sure why | am getting these at this time. Any ideas?

Nora Mitchell | Director, Finance & Administrative Services City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360) 385-4290

From: Federal Audit Clearinghouse <govs.fac.i nsus.gov.

Sent: Tuesday, January 22, 2019 11:21 AM

To: Nora Mitchell <NMitchell@cityofpt.us>; SCHNEIDERM@SAQ.WA.GOV; STRZALKAA@SAO.WA.GOV

Subject: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

CAUTION: This email contains a hyperlink and was originated from outside of the organization. Use extreme care when
clicking links and opening attachments.
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01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062

FISCAL YEAR END DATE: 12/31/2017

The auditor has electronically certified (signed) the Form SF-SAC for the above referenced organization.

After the auditor and auditee have both certified the Form SF-SAC, please complete the final step and submit the Single
Audit package.

Sincerely,
Federal Audit Clearinghouse
https: nmail.trustwave.com/?
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govs.fac.ides@census.gov
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From: Schneider, Melody (SAO)

To: Nora Mitchell; Strzalka, Amy (SAQ)
Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 2:50:56 PM

Thank you Nora ©

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Tuesday, January 22, 2019 2:49 PM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

Thanks and DONE!

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360) 385-4290

From: Schneider, Melody (SAQO) <schneiderm@sao.wa.gov>

Sent: Tuesday, January 22, 2019 12:15 PM

To: Nora Mitchell <NMitchell@cityofpt.us>; Strzalka, Amy (SAO) <strzalkaa \Wa.gov

Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

Hi Nora,

The Federal Clearinghouse form was kicked back for an error regarding the reporting entity type. We had accidentally
selected the City as a "Cash basis" rather than a "Regulatory basis". Therefore, we had to reopen the submission and correct
the error. Everything else remains the same from the original submission. If you could certify as the Auditee AND Submit it,
that will be great.

Sorry for the inconvenience.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Tuesday, January 22, 2019 12:11 PM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

| am not sure why | am getting these at this time. Any ideas?

Nora Mitchell | Director, Finance & Administrative Services City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360) 385-4290
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From: Federal Audit Clearinghouse <govs.fac.ides@census.gov>
Sent: Tuesday, January 22, 2019 11:21 AM

To: Nora Mitchell <NMitchell@cityofpt.us>; SCHNEIDERM@SAQ.WA.GOV; STRZALKAA@SAQ.WA.GOV
Subject: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

CAUTION: This email contains a hyperlink and was originated from outside of the organization. Use extreme care when
clicking links and opening attachments.
01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

The auditor has electronically certified (signed) the Form SF-SAC for the above referenced organization.

After the auditor and auditee have both certified the Form SF-SAC, please complete the final step and submit the Single
Audit package.

Sincerely,

Federal Audit Clearinghouse

https://scanmail.trustwave.com/?
€=16439&d=p0O3H3E9_M5Xxnpryi9EFx565UGVBwWzIRN_fFyvgbUQ&u=https%3a%2f%2fharvester%2ecensus%2egov%2ffacides
govs.fac.ides@census.gov
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From: Nora Mitchell

To: Schneider, Melody (SAQ); Strzalka, Amy (SAQ)
Subject: RE: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 12:10:59 PM

I am not sure why I am getting these at this time. Any ideas?

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Federal Audit Clearinghouse <govs.fac.ides@census.gov>

Sent: Tuesday, January 22, 2019 11:21 AM

To: Nora Mitchell <NMitchell@cityofpt.us>; SCHNEIDERM@SAO.WA.GOV; STRZALKAA@SAO.WA.GOV

Subject: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062

CAUTION: This email contains a hyperlink and was originated from outside of the organization. Use extreme care when clicking

links and opening attachments.
01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

The auditor has electronically certified (signed) the Form SF-SAC for the above referenced organization.

After the auditor and auditee have both certified the Form SF-SAC, please complete the final step and submit the Single Audit
package.

Sincerely,
Federal Audit Clearinghouse

https://scanmail trustwave.com/?
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From: Eriesen, Cheryl (SAQ)

To: Nora Mitchell
Subject: RE: Single audits
Date: Friday, January 12, 2018 11:56:00 AM

Thank you so much for responding so quickly!

Cheryl Friesesv
Assistant State Auditor
600 Kitsap St.

Port Orchard, WA 98366
(360) 895-6133

From: Nora Mitchell [mailto:NMitchell@cityofpt.us]

Sent: Friday, January 12, 2018 11:36 AM

To: Friesen, Cheryl (SAQ) <friesenc@sao.wa.gov>

Cc: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Single audits

Our City will need a single audit as well as financial and accountability. We can be ready as early as
May 1 for audit work.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Friesen, Cheryl (SAO) [mailto:friesenc@sao.wa.gov]
Sent: Friday, January 12, 2018 11:35 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>
Subject: Single audits

Ms. Mitchell-
Our Office is currently working on setting a tentative audit schedule; if you could please send me the
following information, it would be greatly appreciated:

e Please confirm if your agency will be needing a federal single audit for fiscal year 2017

e An estimate of when you anticipate your agency will be ready for audit

We wanted to send out a few reminders regarding fiscal year 2017 federal single audits. Although
it’s only January, the deadline to submit financial statements feels like it comes quicker each year.
The deadline to submit completed, final financial statements (to include the Schedule of
Expenditures of Federal Awards — SEFA) is May 30, 2018; however, there is no need to wait until

May BOth, statements can be submitted as soon as they are ready.
Our office will be completing federal single audits on a first come first serve basis, meaning if your
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agency is unable to submit completed financial statements to us by the deadline, we cannot

guarantee your audit will be completed by the September 30t deadline. However, this also means,
the sooner you submit, the sooner we can complete your agency’s audit. If you have any questions,
please contact Audit Manager, Carol Ehlinger at (360) 835-6133 or Carol.Ehlinger@sao.wa.gov.

Chevyl Friesen
Assistant State Auditor
600 Kitsap St.

Port Orchard, WA 98366
(360) 895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Nora Mitchell

To: Friesen, Cheryl (SAQ)

Cc: Ehlinger, Carol (SAQ); Sheila Danielson
Subject: RE: Single audits

Date: Friday, January 12, 2018 11:36:49 AM

Our City will need a single audit as well as financial and accountability. We can be ready as early as
May 1 for audit work.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Friesen, Cheryl (SAO) [mailto:friesenc@sao.wa.gov]
Sent: Friday, January 12, 2018 11:35 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>
Subject: Single audits

Ms. Mitchell-
Our Office is currently working on setting a tentative audit schedule; if you could please send me the
following information, it would be greatly appreciated:

e Please confirm if your agency will be needing a federal single audit for fiscal year 2017
¢ An estimate of when you anticipate your agency will be ready for audit

We wanted to send out a few reminders regarding fiscal year 2017 federal single audits. Although
it’s only January, the deadline to submit financial statements feels like it comes quicker each year.
The deadline to submit completed, final financial statements (to include the Schedule of
Expenditures of Federal Awards — SEFA) is May 30, 2018; however, there is no need to wait until

May 30™, statements can be submitted as soon as they are ready.
Our office will be completing federal single audits on a first come first serve basis, meaning if your
agency is unable to submit completed financial statements to us by the deadline, we cannot

guarantee your audit will be completed by the September 30 deadline. However, this also means,
the sooner you submit, the sooner we can complete your agency’s audit. If you have any questions,
please contact Audit Manager, Carol Ehlinger at (360) 895-6133 or Carol.Ehlinger@sao.wa.gov.

Cheryl Friesesv
Assistant State Auditor
600 Kitsap St.

Port Orchard, WA 98366
(360) 895-6133
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CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Fleming, Benjamin (SAO

To: Mark Peil

Cc: Sheila Danielson

Subject: RE: State Auditor"s Office Annual Data Request
Date: Monday, May 14, 2018 9:04:08 AM

Hi Mark,

Springbrook Export Instructions
For Accela cloud users please contact fapalert@sao.wa.gov as soon as possible as our current extract

does not support that system. For all other users:

Download the SpringbrookEntityDataExtractDatabase.zip file which will be received in a
separate secure file transfer email sent from fapalert@sao.wa.gov.

Unzip either the SpringbrookEntityExtractProgressServer.mdb or
the SpringbrookEntitySQLServer.mdb database to your computer depending upon which
server you use. Please note, opening the database inside the zip file will result in database link

errors.
Open the applicable .mdb database from your saved location.
Follow the instructions on the menu to populate the database.
Send the populated .mdb database to our Office using the file transfer instructions below.
Thank you,

Benjamin Fleming
Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

From: Mark Peil <mpeil@cityofpt.us>

Sent: Monday, May 14, 2018 7:09 AM

To: Fleming, Benjamin (SAQ) <flemingb@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: State Auditor's Office Annual Data Request

Ben,
SAO usually sends us an Access DB with instructions on how they want the data. Has this process

changed?

-Mark

From: Nora Mitchell
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Sent: Friday, May 11, 2018 2:52 PM

To: Aaron Fleming <AFleming@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Mark Peil <mpeil@cityofpt.us>
Subject: FW: State Auditor's Office Annual Data Request

Not sure if you can help Sheila with this or not.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson

Sent: Friday, May 11, 2018 2:42 PM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Nora Mitchell <NMitchell@cityofpt.us>

Subject: FW: State Auditor's Office Annual Data Request

Mark,

My instructions on how to get to the ODBC Data no longer work.
Can you call me on this when you get a chance?

Thank you.

Sheila

From: Fleming, Benjamin (SAQO) [mailto:flemingb@sao.wa.gov]
Sent: Friday, May 11, 2018 12:19 PM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: State Auditor's Office Annual Data Request

Dear Nora Mitchell:

As part of our commitment to making our audits more effective and efficient, the State Auditor’s
Office has developed a system that allows our staff quick and easy electronic access to the local
government’s data. To facilitate this process, we ask that you upload a copy of the following files to
the Washington State Auditor’s Office Secure File Transfer site by May 15, 2018:

e Springbrook Data Extract.mdb
Before completing this request, please contact us if you:

¢ Anticipate changes to financial records after the requested due date.
o Changed software systems.
Please inform us if any of the data submitted as a result of this data request is considered

confidential. State agencies in Washington identify information as confidential based on the Office
of the Chief Information Officer, Standard No. 141.10 § 4.1 Data Classification. If you use a different

data classification mechanism, please identify any data submitted as a result of this data request
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that requires additional protections.

File Transfer

Shortly after receiving this request, you should have received an invitation to the Washington State
Auditor’s Secure File Transfer site in your email. If you did not receive an invitation, please email
fapalert@sao.wa.gov and request one when you are ready to transmit your files. To send files:

If not already done so, create an account at: https://wasao.accellion.net.

Log in to the site.

Enter fapalert@sao.wa.gov in the TO: box and SAO Data Request in SUBJECT: line.
Click [Browse] and select the file(s) to transfer. You may add comments, if desired.
Click [Send].

You will receive an automatic email response when files have been downloaded by SAQ.

Annual Financial Reporting

Separate to this data request, annual financial reports are due on or before 150 days after the close
of the local government’s fiscal year. Local governments can file annual financial reports through
the State Auditor’s Office Client Portal Log-In website at https://portal.sao.wa.gov/.

Please feel free to contact me if you have any questions involving this data request or if additional
time will be required to complete the request.

Sincerely,

Benjamin Fleming

Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Mark Peil

To: Fleming, Benjamin (SAQ

Subject: RE: State Auditor"s Office Annual Data Request
Date: Monday, May 14, 2018 10:40:21 AM

Thanks Ben.

When can | expect the separate secure file transfer email containing the .zip file?

-Mark

From: Fleming, Benjamin (SAO) [mailto:flemingb@sao.wa.gov]
Sent: Monday, May 14, 2018 9:04 AM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>

Subject: RE: State Auditor's Office Annual Data Request

Hi Mark,

Springbrook Export Instructions
For Accela cloud users please contact fapalert@sao.wa.gov as soon as possible as our current extract

does not support that system. For all other users:

Download the SpringbrookEntityDataExtractDatabase.zip file which will be received in a
separate secure file transfer email sent from fapalert@sao.wa.gov.

Unzip either the SpringbrookEntityExtractProgressServer.mdb or
the SpringbrookEntitySQLServer.mdb database to your computer depending upon which
server you use. Please note, opening the database inside the zip file will result in database link
errors.

Open the applicable .mdb database from your saved location.

Follow the instructions on the menu to populate the database.

Send the populated .mdb database to our Office using the file transfer instructions below.

Thank you,

Benjamin Fleming

Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

From: Mark Peil <mpeil@cityofpt.us>

Sent: Monday, May 14, 2018 7:09 AM

To: Fleming, Benjamin (SAQ) <flemingb@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: State Auditor's Office Annual Data Request
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Ben,
SAO usually sends us an Access DB with instructions on how they want the data. Has this process
changed?

-Mark

From: Nora Mitchell

Sent: Friday, May 11, 2018 2:52 PM

To: Aaron Fleming <AFleming@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Mark Peil <mpeil@cityofpt.us>
Subject: FW: State Auditor's Office Annual Data Request

Not sure if you can help Sheila with this or not.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson

Sent: Friday, May 11, 2018 2:42 PM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Nora Mitchell <NMitchell@cityofpt.us>

Subject: FW: State Auditor's Office Annual Data Request

Mark,

My instructions on how to get to the ODBC Data no longer work.
Can you call me on this when you get a chance?

Thank you.

Sheila

From: Fleming, Benjamin (SAO) [mailto:flemingb@sao.wa.gov]
Sent: Friday, May 11, 2018 12:19 PM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: State Auditor's Office Annual Data Request

Dear Nora Mitchell:
As part of our commitment to making our audits more effective and efficient, the State Auditor’s

Office has developed a system that allows our staff quick and easy electronic access to the local
government’s data. To facilitate this process, we ask that you upload a copy of the following files to
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the Washington State Auditor’s Office Secure File Transfer site by May 15, 2018:

e Springbrook Data Extract.mdb
Before completing this request, please contact us if you:

¢ Anticipate changes to financial records after the requested due date.
e Changed software systems.
Please inform us if any of the data submitted as a result of this data request is considered

confidential. State agencies in Washington identify information as confidential based on the Office
of the Chief Information Officer, Standard No. 141.10 § 4.1 Data Classification. If you use a different
data classification mechanism, please identify any data submitted as a result of this data request
that requires additional protections.

File Transfer

Shortly after receiving this request, you should have received an invitation to the Washington State
Auditor’s Secure File Transfer site in your email. If you did not receive an invitation, please email
fapalert@sao.wa.gov and request one when you are ready to transmit your files. To send files:

If not already done so, create an account at: https://wasao.accellion.net.

Log in to the site.

Enter fapalert@sao.wa.gov in the TO: box and SAO Data Request in SUBJECT: line.
Click [Browse] and select the file(s) to transfer. You may add comments, if desired.
Click [Send].

You will receive an automatic email response when files have been downloaded by SAQ.

Annual Financial Reporting

Separate to this data request, annual financial reports are due on or before 150 days after the close
of the local government’s fiscal year. Local governments can file annual financial reports through
the State Auditor’s Office Client Portal Log-In website at https://portal.sao.wa.gov/.

Please feel free to contact me if you have any questions involving this data request or if additional
time will be required to complete the request.

Sincerely,

Benjamin Fleming
Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).
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The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Fleming, Benjamin (SAO

To: Mark Peil

Subject: RE: State Auditor"s Office Annual Data Request
Date: Monday, May 14, 2018 10:42:51 AM

Hi Mark,

| just sent you a new copy of the Springbrook data extract. Please let me know if you do not receive
the file in the next 30min.

Thank you,

Benjamin Fleming
Local Information Systems Audlit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

From: Mark Peil <mpeil@cityofpt.us>

Sent: Monday, May 14, 2018 10:40 AM

To: Fleming, Benjamin (SAQ) <flemingb@sao.wa.gov>
Subject: RE: State Auditor's Office Annual Data Request

Thanks Ben.
When can | expect the separate secure file transfer email containing the .zip file?

-Mark

From: Fleming, Benjamin (SAO) [mailto:flemingb@sao.wa.gov]
Sent: Monday, May 14, 2018 9:04 AM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: State Auditor's Office Annual Data Request

Hi Mark,

Springbrook Export Instructions
For Accela cloud users please contact fapalert@sao.wa.gov as soon as possible as our current extract

does not support that system. For all other users:

Download the SpringbrookEntityDataExtractDatabase.zip file which will be received in a
separate secure file transfer email sent from fapalert@sao.wa.gov.

Unzip either the SpringbrookEntityExtractProgressServer.mdb or
the SpringbrookEntitySQLServer.mdb database to your computer depending upon which
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server you use. Please note, opening the database inside the zip file will result in database link
errors.
Open the applicable .mdb database from your saved location.
Follow the instructions on the menu to populate the database.
Send the populated .mdb database to our Office using the file transfer instructions below.
Thank you,

Benjamin Fleming
Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

From: Mark Peil <mpeil@cityofpt.us>

Sent: Monday, May 14, 2018 7:09 AM

To: Fleming, Benjamin (SAQ) <flemingb@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: State Auditor's Office Annual Data Request

Ben,
SAO usually sends us an Access DB with instructions on how they want the data. Has this process
changed?

-Mark

From: Nora Mitchell

Sent: Friday, May 11, 2018 2:52 PM

To: Aaron Fleming <AFleming@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Mark Peil <mpeil@cityofpt.us>
Subject: FW: State Auditor's Office Annual Data Request

Not sure if you can help Sheila with this or not.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson
Sent: Friday, May 11, 2018 2:42 PM
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To: Mark Peil <mpeil@cityofpt.us>
Cc: Nora Mitchell <NMitchell@cityofpt.us>
Subject: FW: State Auditor's Office Annual Data Request

Mark,

My instructions on how to get to the ODBC Data no longer work.
Can you call me on this when you get a chance?

Thank you.

Sheila

From: Fleming, Benjamin (SAQO) [mailto:flemingb@sao.wa.gov]
Sent: Friday, May 11, 2018 12:19 PM

To: Nora Mitchell <NMitchell@cityofpt.us>
Subject: State Auditor's Office Annual Data Request

Dear Nora Mitchell:

As part of our commitment to making our audits more effective and efficient, the State Auditor’s
Office has developed a system that allows our staff quick and easy electronic access to the local
government’s data. To facilitate this process, we ask that you upload a copy of the following files to
the Washington State Auditor’s Office Secure File Transfer site by May 15, 2018:

e Springbrook Data Extract.mdb
Before completing this request, please contact us if you:

¢ Anticipate changes to financial records after the requested due date.
e Changed software systems.
Please inform us if any of the data submitted as a result of this data request is considered

confidential. State agencies in Washington identify information as confidential based on the Office
of the Chief Information Officer, Standard No. 141.10 § 4.1 Data Classification. If you use a different
data classification mechanism, please identify any data submitted as a result of this data request
that requires additional protections.

File Transfer

Shortly after receiving this request, you should have received an invitation to the Washington State
Auditor’s Secure File Transfer site in your email. If you did not receive an invitation, please email
fapalert@sao.wa.gov and request one when you are ready to transmit your files. To send files:

If not already done so, create an account at: https://wasao.accellion.net.

Log in to the site.

Enter fapalert@sao.wa.gov in the TO: box and SAO Data Request in SUBJECT: line.
Click [Browse] and select the file(s) to transfer. You may add comments, if desired.
Click [Send].

You will receive an automatic email response when files have been downloaded by SAQ.
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Annual Financial Reporting
Separate to this data request, annual financial reports are due on or before 150 days after the close

of the local government’s fiscal year. Local governments can file annual financial reports through
the State Auditor’s Office Client Portal Log-In website at https://portal.sao.wa.gov/.

Please feel free to contact me if you have any questions involving this data request or if additional
time will be required to complete the request.

Sincerely,

Benjamin Fleming

Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Mark Peil

To: Fleming, Benjamin (SAQ

Subject: RE: State Auditor"s Office Annual Data Request
Date: Monday, May 14, 2018 10:44:14 AM

Go it. Thanks!

-Mark

From: Fleming, Benjamin (SAO) [mailto:flemingb@sao.wa.gov]
Sent: Monday, May 14, 2018 10:43 AM

To: Mark Peil <mpeil@cityofpt.us>

Subject: RE: State Auditor's Office Annual Data Request

Hi Mark,

| just sent you a new copy of the Springbrook data extract. Please let me know if you do not receive
the file in the next 30min.

Thank you,

Benjamin Fleming
Local Information Systems Audlit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

From: Mark Peil <mpeil@cityofpt.us>

Sent: Monday, May 14, 2018 10:40 AM

To: Fleming, Benjamin (SAQ) <flemingb@sao.wa.gov>
Subject: RE: State Auditor's Office Annual Data Request

Thanks Ben.
When can | expect the separate secure file transfer email containing the .zip file?

-Mark

From: Fleming, Benjamin (SAQO) [mailto:flemingb@sao.wa.gov]
Sent: Monday, May 14, 2018 9:04 AM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: State Auditor's Office Annual Data Request
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Hi Mark,

Springbrook Export Instructions
For Accela cloud users please contact fapalert@sao.wa.gov as soon as possible as our current extract

does not support that system. For all other users:

Download the SpringbrookEntityDataExtractDatabase.zip file which will be received in a
separate secure file transfer email sent from fapalert@sao.wa.gov.

Unzip either the SpringbrookEntityExtractProgressServer.mdb or
the SpringbrookEntitySQLServer.mdb database to your computer depending upon which
server you use. Please note, opening the database inside the zip file will result in database link
errors.

Open the applicable .mdb database from your saved location.

Follow the instructions on the menu to populate the database.

Send the populated .mdb database to our Office using the file transfer instructions below.

Thank you,

Benjamin Fleming

Local Information Systems Audit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

From: Mark Peil <mpeil@cityofpt.us>
Sent: Monday, May 14, 2018 7:09 AM
To: Fleming, Benjamin (SAQ) <flemingb@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: State Auditor's Office Annual Data Request

Ben,
SAO usually sends us an Access DB with instructions on how they want the data. Has this process
changed?

-Mark

From: Nora Mitchell

Sent: Friday, May 11, 2018 2:52 PM

To: Aaron Fleming <AFleming@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Mark Peil <mpeil@cityofpt.us>
Subject: FW: State Auditor's Office Annual Data Request
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Not sure if you can help Sheila with this or not.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson

Sent: Friday, May 11, 2018 2:42 PM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Nora Mitchell <NMitchell@cityofpt.us>

Subject: FW: State Auditor's Office Annual Data Request

Mark,

My instructions on how to get to the ODBC Data no longer work.
Can you call me on this when you get a chance?

Thank you.

Sheila

From: Fleming, Benjamin (SAO) [mailto:flemingb@sao.wa.gov]
Sent: Friday, May 11, 2018 12:19 PM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: State Auditor's Office Annual Data Request

Dear Nora Mitchell:

As part of our commitment to making our audits more effective and efficient, the State Auditor’s
Office has developed a system that allows our staff quick and easy electronic access to the local
government’s data. To facilitate this process, we ask that you upload a copy of the following files to
the Washington State Auditor’s Office Secure File Transfer site by May 15, 2018:

e Springbrook Data Extract.mdb
Before completing this request, please contact us if you:

 Anticipate changes to financial records after the requested due date.

e Changed software systems.
Please inform us if any of the data submitted as a result of this data request is considered
confidential. State agencies in Washington identify information as confidential based on the Office
of the Chief Information Officer, Standard No. 141.10 § 4.1 Data Classification. If you use a different
data classification mechanism, please identify any data submitted as a result of this data request
that requires additional protections.

File Transfer
Shortly after receiving this request, you should have received an invitation to the Washington State
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Auditor’s Secure File Transfer site in your email. If you did not receive an invitation, please email
fapalert@sao.wa.gov and request one when you are ready to transmit your files. To send files:

If not already done so, create an account at: https://wasao.accellion.net.

Log in to the site.

Enter fapalert@sao.wa.gov in the TO: box and SAO Data Request in SUBJECT: line.
Click [Browse] and select the file(s) to transfer. You may add comments, if desired.
Click [Send].

You will receive an automatic email response when files have been downloaded by SAQ.

Annual Financial Reporting
Separate to this data request, annual financial reports are due on or before 150 days after the close

of the local government’s fiscal year. Local governments can file annual financial reports through
the State Auditor’s Office Client Portal Log-In website at https://portal.sao.wa.gov/.

Please feel free to contact me if you have any questions involving this data request or if additional
time will be required to complete the request.

Sincerely,

Benjamin Fleming
Local Information Systems Audlit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Mark Peil

To: Fleming, Benjamin (SAQ

Cc: Sheila Danielson

Subject: RE: State Auditor"s Office Annual Data Request
Date: Monday, May 14, 2018 7:08:38 AM

Ben,

SAO usually sends us an Access DB with instructions on how they want the data. Has this process
changed?

-Mark

From: Nora Mitchell

Sent: Friday, May 11, 2018 2:52 PM

To: Aaron Fleming <AFleming@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Mark Peil <mpeil@cityofpt.us>
Subject: FW: State Auditor's Office Annual Data Request

Not sure if you can help Sheila with this or not.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368
P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson

Sent: Friday, May 11, 2018 2:42 PM

To: Mark Peil <mpeil@cityofpt.us>

Cc: Nora Mitchell <NMitchell@cityofpt.us>

Subject: FW: State Auditor's Office Annual Data Request

Mark,

My instructions on how to get to the ODBC Data no longer work.
Can you call me on this when you get a chance?

Thank you.

Sheila

From: Fleming, Benjamin (SAO) [mailto:flemingb@sao.wa.gov]
Sent: Friday, May 11, 2018 12:19 PM

To: Nora Mitchell <NMitchell@cityofpt.us>
Subject: State Auditor's Office Annual Data Request

Dear Nora Mitchell:
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As part of our commitment to making our audits more effective and efficient, the State Auditor’s
Office has developed a system that allows our staff quick and easy electronic access to the local
government’s data. To facilitate this process, we ask that you upload a copy of the following files to
the Washington State Auditor’s Office Secure File Transfer site by May 15, 2018:

e Springbrook Data Extract.mdb
Before completing this request, please contact us if you:

 Anticipate changes to financial records after the requested due date.

o Changed software systems.
Please inform us if any of the data submitted as a result of this data request is considered
confidential. State agencies in Washington identify information as confidential based on the Office
of the Chief Information Officer, Standard No. 141.10 § 4.1 Data Classification. If you use a different
data classification mechanism, please identify any data submitted as a result of this data request
that requires additional protections.

File Transfer

Shortly after receiving this request, you should have received an invitation to the Washington State
Auditor’s Secure File Transfer site in your email. If you did not receive an invitation, please email
fapalert@sao.wa.gov and request one when you are ready to transmit your files. To send files:

If not already done so, create an account at: https://wasao.accellion.net.

P2 Log in to the site.

Enter fapalert@sao.wa.gov in the TO: box and SAO Data Request in SUBJECT: line.
Click [Browse] and select the file(s) to transfer. You may add comments, if desired.
Click [Send].

You will receive an automatic email response when files have been downloaded by SAQ.

Annual Financial Reporting

Separate to this data request, annual financial reports are due on or before 150 days after the close
of the local government’s fiscal year. Local governments can file annual financial reports through
the State Auditor’s Office Client Portal Log-In website at https://portal.sac.wa.gov/.

Please feel free to contact me if you have any questions involving this data request or if additional
time will be required to complete the request.

Sincerely,

Benjamin Fleming
Local Information Systems Audlit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov
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CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: AREVALOD@sao.wa.gov

To: sdanielson@cityofpt.us

Cc: Johnson, Alexandra (SAQ); Windsor, Diana (SAO); Khleborod, Iryna (SAQ); Osborne, Lindsay (SAQ); Burleson,
Debra (SAO); Kostick, Niles (SAO); Ehlinger, Carol (SAO); SAO DL APP LGS Accounting; Fenton, Crystal (SAQ)

Subject: Response to Client Helpdesk Request 84993

Date: Thursday, March 15, 2018 8:57:20 AM

Your request # 84993 for Port Townsend, City of has been resolved.

Your question was:
I need to know what object codes to use with interfund loan repayments.

The background information you provided was:
I've used 70 & 80 objects codes with BASUB 58120 but am getting red flags on schedule 01
import.

Our response is as follows:
Hello Shelia,

You should be using object code 00 for 58120.

If you have any questions or issues, please feel free to contact me directly!

If you have additional follow-up questions, please reference this request number when you
contact us again. A copy of this response is provided to your audit team to ensure that we are
consistent and efficient when working with you.

Sincerely,
Daniel Arevalo

Disclaimer: Answers are informational only and are based on the specific circumstances presented. As laws and
circumstances change, or additional facts are presented, the answer is subject to change. The information provided
by the Washington State Auditor's client helpdesk is not a legal or a binding opinion.

Neither the State of Washington nor any agency, officer, or employee of the State of Washington warrants the
accuracy, reliability or timeliness of any information in the Public Access System and shall not be liable for any
losses caused by such reliance on the accuracy, reliability, or timeliness of such information. Portions of such
information may be incorrect or not current. Any person or entity that relies on any information obtained from the
System does so at his or her own risk.
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From: BURLESOD@sao.wa.gov

To: sdanielson@cityofpt.us

Cc: Ard, Sherrie (SAQ); Hylton, Scott (SAQ); Garza, Deena (SAQ); Ehlinger, Carol (SAO); Raske, Christina (SAQO);
Johnson, Alexandra (SAQ); Burleson, Debra (SAQ); Pagio, Kayley (SAQ); Kostick, Niles (SAQ); Fenton, Crystal
(SAQ)

Subject: Response to Client Helpdesk Request 86838

Date: Thursday, November 1, 2018 3:36:18 PM

Your request # 86838 for Port Townsend, Port of has been resolved.

Your question was:
How do I set up an Enterprise Fund - Internal Service Fund with related accounts.

The background information you provided was:

We are requesting that our City Council establish more funds for our Equipment Rental &
Replacement. We currently have one internal service ER&R fund for Streets, Storm, Water,
Sewer and General Gov't fleet replacement and operating & maintenance. We are planning to
separate and create new funds to separate Water / Sewer from Streets & Storm and General
Gov't fund ER&R so that we can better account in our general leger for assets of the Water /
Sewer Enterprise Fund. My question is can I roll the Water/Sewer ER&R Asset Replacement
Fund up with the other Water /Sewer Enterprise Funds in one management fund when
preparing the annual report or, do I need to keep the Water / Sewer ER&R Replacement fund
separate from the management fund and report it as an internal service fund. Thank you for
your assistance. Sheila Danielson

Our response is as follows:

You can establish as many managerial funds as you think you need. You can either establish
the funds you describe as managerial funds and roll them into the relevant enterprise fund, or
establish them as internal service funds and report them as such in the proprietary fund
financial statements and consolidate them into the business-type activities column in the
government wide statements.

If you have additional follow-up questions, please reference this request number when you
contact us again. A copy of this response is provided to your audit team to ensure that we are
consistent and efficient when working with you.

Sincerely,
Debra Burleson

Disclaimer: Answers are informational only and are based on the specific circumstances presented. As laws and
circumstances change, or additional facts are presented, the answer is subject to change. The information provided
by the Washington State Auditor's client helpdesk is not a legal or a binding opinion.

Neither the State of Washington nor any agency, officer, or employee of the State of Washington warrants the
accuracy, reliability or timeliness of any information in the Public Access System and shall not be liable for any
losses caused by such reliance on the accuracy, reliability, or timeliness of such information. Portions of such
information may be incorrect or not current. Any person or entity that relies on any information obtained from the
System does so at his or her own risk.
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From: KOSTICKN@sao.wa.gov

To: thillman@cityofpt.us
Cc: Ard, Sherrie (SAQ); Windsor, Diana (SAO); Khleborod, Iryna (SAO); Osborne, Lindsay (SAQ); Watkins, Tina

(SAQ); Ehlinger, Carol (SAQ); Tellers, Stacie (SAQO); Johnson, Alexandra (SAQ); Burleson, Debra (SAQ); Pagio,
Kayley (SAQ); Kostick, Niles (SAQ); Fenton, Crystal (SAQ)
Subject: Response to Client Helpdesk Request 87207

Date: Monday, March 18, 2019 9:27:32 AM

Your request # 87207 for Port Townsend, City of has been resolved.

Your question was:

On the Annual Report Note 3, we have a line of credit with a $3m limit, which we drew $1.7m
in 2017 and 2018's activity took it to $1.9m. On last year's Note we put $1.7m as the Original
Issue, what should it be for 2018, 1.7m, 1.9,m or 3m? Also, we have two new utility loans
based on allowable construction reimbursements. These projects are multi-year, so the
outstanding balance will increase each year. What should we put as the Original Issue amount,
the first year end amount, the current outstanding amount, or the max loan amount available?
Also, what year should be put as the issue year on the line of credits and multi-year
construction loans?

Our response is as follows:

I believe you are referencing the note disclosure titled, "Note X - Debt Service Requirements,"
in the BARS Manual. If so, this note only requires the total amount of debt service principal
and interest due for each of the next five years, and then in aggregate for each of the next five
years thereafter. In doing so, only the amount drawn from a line of credit would be listed as
"due," in the note. The "total," for all principal due in the note disclosure would then tie to the
Schedule 09 for total debt remaining at the end of the year.

For the utility loans, any amounts listed as ending debt as of the financial statement date
should be the total principal owed at that time (12/31), so this may include current year draws
as well as the original issue. If you wish to put the issue year, you could include a date range
or "varies." This information is not required in the BARS manual, so the Town has the ability
to disclose that information in any way that it finds is helpful to a reader in understanding the
financial statements.

Please let me know if I can answer any follow up questions - thank you for using the
HelpDesk!

If you have additional follow-up questions, please reference this request number when you
contact us again. A copy of this response is provided to your audit team to ensure that we are
consistent and efficient when working with you.

Sincerely,
Niles Kostick

Disclaimer: Answers are informational only and are based on the specific circumstances presented. As laws and
circumstances change, or additional facts are presented, the answer is subject to change. The information provided
by the Washington State Auditor's client helpdesk is not a legal or a binding opinion.
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Neither the State of Washington nor any agency, officer, or employee of the State of Washington warrants the
accuracy, reliability or timeliness of any information in the Public Access System and shall not be liable for any
losses caused by such reliance on the accuracy, reliability, or timeliness of such information. Portions of such

information may be incorrect or not current. Any person or entity that relies on any information obtained from the
System does so at his or her own risk.






From: mpeil@cityofpt.us

To: SAQ IT Audit
Subject: SAO Data Request
Date: Monday, May 14, 2018 3:31:35 PM

You have received 1 secure file from mpeil@cityofpt.us.
Use the secure link below to download.

CityofPT Springbrook File

Secure File Downloads:

Available until: 29 May 2018

Click link to download:

0364_2017_C3_CityOfPortTownsend_Springbrook.zip
74.91 MB

You have received file link(s) within this e-mail sent via the State Auditor's Office Secure File Transfer service. To retrieve the files(s),
please click on the link(s) above.
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From: Federal Audit Clearinghouse

To: NMITCHELL@CITYOFPT.US; Schneider, Melody (SAQ); Strzalka, Amy (SAQO)

Subject: Single Audit Submission - Auditee Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 2:30:18 PM

01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

The auditee has electronically certified (signed) the Form SF-SAC for the above referenced organization.

After the auditor and auditee have both certified the Form SF-SAC, please complete the final step and submit the
Single Audit package.

Sincerely,
Federal Audit Clearinghouse
https://harvester.census.gov/facides

govs.fac.ides@census.gov
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From: Federal Audit Clearinghouse

To: NMITCHELL@CITYOFPT.US; Schneider, Melody (SAQ); Strzalka, Amy (SAQO)

Subject: Single Audit Submission - Auditor Completed Certification for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 11:21:19 AM

01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

The auditor has electronically certified (signed) the Form SF-SAC for the above referenced organization.

After the auditor and auditee have both certified the Form SF-SAC, please complete the final step and submit the
Single Audit package.

Sincerely,
Federal Audit Clearinghouse
https://harvester.census.gov/facides

govs.fac.ides@census.gov
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From: ERD FAC

To: NMITCHELL@CITYOFPT.US; Strzalka, Amy (SAQ); Schneider, Melody (SAQ)
Subject: Single Audit Submission Accepted - CITY OF PORT TOWNSEND (2017), Report ID: 769062
Date: Wednesday, January 23, 2019 6:07:42 AM

FAC ACCEPTED DATE: 8/1/2018

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

The Single Audit submission for the above referenced organization has been accepted by the Federal Audit
Clearinghouse (FAC). No further action is needed.

Your FAC Accepted Date is: 8/1/2018. Please retain this e-mail for your records.

Sincerely,
Federal Audit Clearinghouse

https://harvester.census.gov/facides
govs.fac.ides@census.gov
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From: Federal Audit Clearinghouse

To: NMITCHELL@CITYOFPT.US; Schneider, Melody (SAQ); Strzalka, Amy (SAQO)
Subject: Single Audit Submission Received for CITY OF PORT TOWNSEND - Report ID: 769062
Date: Tuesday, January 22, 2019 2:30:20 PM

01/22/2019

AUDITEE NAME: CITY OF PORT TOWNSEND
REPORT ID: 769062
FISCAL YEAR END DATE: 12/31/2017

Dear NORA MITCHELL:
The Single Audit report for your organization has been submitted to the Federal Audit Clearinghouse (FAC).

The FAC will now process your submission and send you an e-mail once this is completed. If there are no errors,
you will receive an email to let you know that your submission has been accepted by the FAC. If the submission
has errors, you will receive an email identifying these errors and the steps needed to correct them.

Sincerely,
Federal Audit Clearinghouse

https://harvester.census.gov/facides
govs.fac.ides@census.gov
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From: Eriesen, Cheryl (SAQ)

To: nmitchell@cityofpt.us

Cc: Carol Ehlinger (ehlingerc@sao.wa.gov)
Subject: Single audits

Date: Friday, January 12, 2018 11:34:00 AM
Ms. Mitchell-

Our Office is currently working on setting a tentative audit schedule; if you could please send me the
following information, it would be greatly appreciated:

e  Please confirm if your agency will be needing a federal single audit for fiscal year 2017
e An estimate of when you anticipate your agency will be ready for audit

We wanted to send out a few reminders regarding fiscal year 2017 federal single audits. Although
it’s only January, the deadline to submit financial statements feels like it comes quicker each year.
The deadline to submit completed, final financial statements (to include the Schedule of
Expenditures of Federal Awards — SEFA) is May 30, 2018; however, there is no need to wait until

May 30t statements can be submitted as soon as they are ready.
Our office will be completing federal single audits on a first come first serve basis, meaning if your
agency is unable to submit completed financial statements to us by the deadline, we cannot

guarantee your audit will be completed by the September 30 deadline. However, this also means,
the sooner you submit, the sooner we can complete your agency’s audit. If you have any questions,
please contact Audit Manager, Carol Ehlinger at (360) 895-6133 or Carol.Ehlinger@sao.wa.gov.

Cheryl Friesesv
Assistant State Auditor
600 Kitsap St.

Port Orchard, WA 98366
(360) 895-6133
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From: Fleming, Benjamin (SAO

To: nmitchell@cityofpt.us
Subject: State Auditor"s Office Annual Data Request
Date: Friday, May 11, 2018 12:18:38 PM

Dear Nora Mitchell:

As part of our commitment to making our audits more effective and efficient, the State Auditor’s
Office has developed a system that allows our staff quick and easy electronic access to the local
government’s data. To facilitate this process, we ask that you upload a copy of the following files to
the Washington State Auditor’s Office Secure File Transfer site by May 15, 2018:

e Springbrook Data Extract.mdb
Before completing this request, please contact us if you:

e Anticipate changes to financial records after the requested due date.

e Changed software systems.
Please inform us if any of the data submitted as a result of this data request is considered
confidential. State agencies in Washington identify information as confidential based on the Office

of the Chief Information Officer, Standard No. 141.10 § 4.1 Data Classification. If you use a different
data classification mechanism, please identify any data submitted as a result of this data request
that requires additional protections.

File Transfer

Shortly after receiving this request, you should have received an invitation to the Washington State
Auditor’s Secure File Transfer site in your email. If you did not receive an invitation, please email
fapalert@sao.wa.gov and request one when you are ready to transmit your files. To send files:

If not already done so, create an account at: https://wasao.accellion.net.

Log in to the site.

Enter fapalert@sao.wa.gov in the TO: box and SAO Data Request in SUBJECT: line.
Click [Browse] and select the file(s) to transfer. You may add comments, if desired.
Click [Send].

You will receive an automatic email response when files have been downloaded by SAQ.

Annual Financial Reporting
Separate to this data request, annual financial reports are due on or before 150 days after the close

of the local government’s fiscal year. Local governments can file annual financial reports through
the State Auditor’s Office Client Portal Log-In website at https://portal.sao.wa.gov/.

Please feel free to contact me if you have any questions involving this data request or if additional
time will be required to complete the request.

Sincerely,

Benjamin Fleming
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Local Information Systems Audlit
Washington State Auditor’s Office

(360) 688 - 0998 | flemingb@sao.wa.gov
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From: Eriesen, Cheryl (SAQ)

To: Seibert, Melinda (SAQ); Strzalka, Amy (SAQ); Carol Ehlinger (ehlingerc@sao.wa.gov); Zachary Wilson
(wilsonz@sao.wa.gov); Megan McFarlane (mcfarlanem@sao.wa.gov)

Subject: single/cafr list

Date: Monday, January 8, 2018 8:55:00 AM

Attachments: single-cafr list.xlsx

Good Morning and Happy Monday Managers!!!

The time has come once again to help me review/prepare the contact list for single audits and cafr’s.
| have attached the list and shaded out audits (I think) we will not be completing as well as added
notes for those who have said they will follow-up! If you have any additional audits to add or
knowledge of their needs please let me know and | will update the list. | am hoping to start sending
out reminders either later this week or first thing Monday of next week. Thanks for any help!!!

Cheryl Friesesv
Assistant State Auditor
600 Kitsap St.

Port Orchard, WA 98366
(360) 895-6133
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Sheet1





						County			Entity			MCAG			Audit #			Frequency			FY 16 Cycle			FY 17 Cycle			FY 18 Cycle			FYE			Deadline			Modified Deadline Notes			1st email sent			CAFR audit confirmed			Single audit confirmed			Financial completion date/ Audit ready date			Contact			Email			Notes


						Pierce			Clover Park School District No 400			2002						1-year			675			732			675			31-Aug			28-Feb			CAFR


						Clallam			Peninsula Housing Authority			3021						1-year			440			330			440			30-Jun			31-Mar			Single Audit


						Kitsap			Kitsap County Consolidated Housing Authority			0346						1-year			670			670			670			30-Jun			31-Mar			Single Audit


						Clallam			Sequim School District No 323			1833						1-year			260			173			260			31-Aug			31-May			Single Audit


						Clallam			Port Angeles School District No 121			2665						1-year			288			378			218			31-Aug			31-May			Single Audit


						Island			South Whidbey School District No 206			1897						1-year			207			420			207			31-Aug			31-May			Single Audit


						Jefferson			Chimacum School District No 49			1901						1-year			240			240			240			31-Aug			31-May			Single Audit


						Jefferson			Port Townsend School District No 50			1902						1-year			180			372			227			31-Aug			31-May			Single Audit


						King			Vashon Island School District No 402			1910						1-year			186			315			186			31-Aug			31-May			Single Audit


						Kitsap			Bremerton School District No 100-C			1924						1-year			160			255			160			31-Aug			31-May			Single Audit


						Kitsap			Bainbridge Island School District No 303			1925						1-year			140			310			140			31-Aug			31-May			Single Audit


						Kitsap			North Kitsap School District No 400			1926						1-year			380			380			380			31-Aug			31-May			Single Audit


						Kitsap			Central Kitsap School District No 401			1927						1-year			388			467			344			31-Aug			31-May			Single Audit


						Kitsap			South Kitsap School District No 402			1928						1-year			455			455			415			31-Aug			31-May			Single Audit


						Kitsap			Olympic Educational Service District No 114			2645						1-year			322			322			322			31-Aug			31-May			Single Audit


						Mason			Shelton School District No 309			1970						1-year			295			295			295			31-Aug			31-May			Single Audit


						Mason			Pioneer School District No 402			1972						1-year			220			165			220			31-Aug			31-May			Single Audit


						Mason			North Mason School District No 403			1973						1-year			284			245			280			31-Aug			31-May			Single Audit


						Mason			Hood Canal School District No 404			1974						1-year			160			160			220			31-Aug			31-May			Single Audit


						Pierce			Steilacoom Historical School District No 1			1993						1-year			345			342			330			31-Aug			31-May			Single Audit


						Pierce			University Place School District No 83			1998						1-year			225			225			225			31-Aug			31-May			Single Audit


						Pierce			Peninsula School District No. 401			2003						1-year			410			390			390			31-Aug			31-May			Single Audit


						Clallam			Cape Flattery School District No 401			1834						1-year			340			172			170			31-Aug			31-May			Single Audit


						Clallam			Quillayute Valley School District No 402			1835						1-year			215			290			170			31-Aug			31-May			Single Audit


						Clallam			Queets-Clearwater School District No. 20			1898						1-year			125									31-Aug			31-May			Single Audit																					Typically assessment audit but needs FS-SA for FY16


						Mason			Mason County Public Hospital District No 1			1480						1-year			275			275			275			31-Dec			31-May			Medicaid/Medicare Report requirement


						Clallam			City of Port Angeles			0230						1-year			611			611			611			31-Dec			30-Jun			CAFR															Trina Nevaril, Senior Accountant			tnevaril@cityofpa.us


						Clallam			Peninsula College			S665						1-year			450			450			450			30-Jun			30-Jun


						Kitsap			Kitsap County			0132						1-year			2004			2004			2004			31-Dec			30-Jun			CAFR															David Schureman, Financial Services Manager			dschurem@co.kitsap.wa.us 


						Kitsap			City of Poulsbo			0458						1-year			400			400			400			31-Dec			30-Jun			CAFR															Jana Brown, Accounting Manager			jbrown@cityofpoulsbo.com


						Kitsap			City of Bainbridge Island			0461						1-year			550			550			550			31-Dec			30-Jun			CAFR															Karl Shaw, Accounting Manager			kshaw@bainbridgewa.gov


						Kitsap			Hood Canal Coordinating Council			3073						3-year									80			30-Jun			30-Jun																								ANNUAL CPA REVIEW


						Kitsap			Olympic College			S662						1-year			365			365			365			30-Jun			30-Jun																								ONLY HAS FY16 AUDIT, AND AUDIT PERIOD IS INCORRECT. NOT IN BUCO SYSTEM. (Established via contract at time of audit).


						Mason			Mason County Public Utility District No 3			1791						1-year			275			275			275			31-Dec			30-Jun			CAFR															Sherry Speaks, Finance Manager/Auditor			sherrys@masonpud3.org


						Pierce			City of University Place			1021						1-year			510			510			510			31-Dec			30-Jun			CAFR															Leslie Blaisdell, Assistant Finance Director, Risk Manager			lblaisdell@cityofup.com


						Pierce			City of Lakewood			1110						1-year			800			800			800			31-Dec			30-Jun			CAFR															Tho Kraus, Assistant City Manager/Administrative Services			tkraus@cityoflakewood.us


						Pierce			Metropolitan Park District of Tacoma			1660						1-year			573			573			573			31-Dec			30-Jun			CAFR															Tara Dunford, Controller			tarad@tacomaparks.com


						Pierce			University Place Transportation Benefit District			3111						2-year						40						31-Dec			30-Jun			City has CAFR																					audit set up for 16-17


						Pierce			Lakewood Transportation Benefit District			3121						3-year									40			31-Dec			30-Jun			City has CAFR																					audit set up for 16-18


						Mason			Southside School District No 42			1968						1-year						240			65			31-Aug			31-Aug


						Mason			Grapeview School District No 54			1969						2-year						60						31-Aug			31-Aug


						Mason			Mary M Knight School District No 311			1971						2-year			140						140			31-Aug			31-Aug


						Clallam			Crescent School District No 313			1831						3-year									126			31-Aug			31-Aug


						Jefferson			Quilcene School District No 48			1900						2-year						125						31-Aug			31-Aug


						Clallam			Clallam County			0099						1-year			710			710			710			31-Dec			30-Sep			Single Audit															Stanton Creasey, Chief Accountant			screasey@co.clallam.wa.us


						Clallam			Clallam County Public Transportation Benefit Area			0118						1-year			390			390			390			31-Dec			30-Sep			Single Audit															Melinda Smithson, Finance Manager			melindas@clallamtransit.com


						Clallam			Port of Port Angeles 			1701 						1-year			495			495			495			31-Dec			30-Sep			Single Audit															John Nutter, Finance Director			JohnN@portofpa.com


						Island			Bayview Beach Water District			2209						2-year			225									31-Dec			30-Sep			Single Audit															Sandy Duncan, Administrative Assistant			BBWD@whidbey.com


						Jefferson			Jefferson County			0125						1-year			742			702			702			31-Dec			30-Sep			Single Audit															Rose Ann Carroll, Auditor			carrollra@co.jefferson.wa.us


						Jefferson			Olympic Area Agency on Aging			0275						1-year			180			180			290			31-Dec			30-Sep			Single Audit															Carol Ann Laase, Administrative Systems Manager			laaseca@dshs.wa.gov


						Jefferson			Jefferson County Public Transportation Benefit Area			0328						1-year			250			170			250			31-Dec			30-Sep			Single Audit															Sara Crouch, Finance Manager			scrouch@jeffersontransit.com


						Jefferson			City of Port Townsend			0364						1-year			240			298			208			31-Dec			30-Sep			Single Audit															Nora Mitchell, Finance Director			nmitchell@cityofpt.us


						Jefferson			Jefferson County Public Utility District No 1			1782						1-year			735			610			610			31-Dec			30-Sep			Single Audit															Kim Younger, Controller			kyounger@jeffpud.org


						Kitsap			City of Bremerton			0452						1-year			870			870			870			31-Dec			30-Sep			Single Audit															Mike Riley, Assistant Finance Director			mike.riley@ci.bremerton.wa.us


						Kitsap			Kitsap Public Health District			1444						1-year			280			280			280			31-Dec			30-Sep			Single Audit															Tracey Kellogg, Finance Manager			tracey.kellogg@kitsappublichealth.org


						Kitsap			Kitsap County Public Utility District No 1			1783						2-year			??			280			??			31-Dec			30-Sep			SINGLE AUDIT?															Neal Williams, CPA			neal@hearthstonecpa.com


						Mason			Mason County			0144						1-year			1770			1160			1160			31-Dec			30-Sep			Single Audit															Leo Kim, Chief Finance Manager			lkim@co.mason.wa.us


						Mason			City of Shelton			0520						1-year			860			450			450			31-Dec			30-Sep			Single Audit															Nola von Neudegg, Finance Director			NVNeudegg@ci.shelton.wa.us


						Mason			Mason County Public Transportation Benefit Area			0674						1-year			320			320			320			31-Dec			30-Sep			Single Audit															Danette Brannin, General Manager			dbrannin@masontransit.org


						Mason			Belfair Water District			2292						1-year			275			275			275			31-Dec			30-Sep			Single Audit															Thomas Peadon, District Manager			tpeadon.bwd@hcc.net			Melinda will follow up 


						Kitsap			Kitsap County Public Transportation Benefit Area			0349						1-year			365			365			365			31-Dec			30-Sep			Single Audit															Paul Shinners, Finance Director			pauls@kitsaptransit.com


						Kitsap			Port of Bremerton			1729						1-year			300			190			300			31-Dec			30-Sep			Single Audit															Stacy Geiger, Senior Accountant			stacyg@portofbremerton.org			Melinda will follow up 


						Mason			Mason County Housing Authority			0348						3-year									80			30-Sep			30-Sep


						Mason			Public Utility District No 1 of Mason County			1789						1-year			200			200			200			31-Dec			30-Sep			Single audit															Steven Taylor, General Manager


						Clallam			City of Sequim			0235						1-year			195			240			115			31-Dec			30-Sep			Single Audit															Sue Hagener, Deputy Admin. Services Director			shagener@sequimwa.gov


						Kitsap			City of Port Orchard			0455						1-year			365			365			365			31-Dec			30-Sep			Single audit															Allan Martin, City Treasurer			amartin@cityofportorchard.us


						Jefferson			Jefferson County Conservation District			2403						???												31-Dec			31-Dec																								NO FUTURE AUDITS ESTABLISHED IN TABS - DO WE KNOW CYCLE?


						Jefferson			Jefferson County 9-1-1 Communications			3011						2-year						65						31-Dec			31-Dec


						King			Vashon Maury Park and Recreation District			0171						1-year			115			115			115			31-Dec			31-Dec


						King			Ronald Wastewater District			2142						3-year									275			31-Dec			31-Dec


						King			Vashon Sewer District			2148						3-year			170									31-Dec			31-Dec


						Clallam			City of Forks			0227						1-year			182			182			182			31-Dec			31-Dec


						Clallam			Port of Port Angeles Industrial Development Corp			0668						1-year			1			1			1			31-Dec			31-Dec																								No Activity Letter Only


						Clallam			Clallam County Fire Protection District No 3			1051						2-year						113						31-Dec			31-Dec


						Clallam			North Olympic Library System			1636												119						31-Dec			31-Dec


						Jefferson			Port of Port Townsend Industrial Development Corporation			0551						2-year						1						31-Dec			31-Dec																								No Activity Letter Only


						Jefferson			Port of Port Townsend   			1727						2-year						255			230			31-Dec			31-Dec																								Anticipating single audit for FY18


						Jefferson			Fort Worden Public Development Authority			3074						2-year						220						31-Dec			31-Dec


						King			King County Fire Protection District No 13			2510						1-year			125			125			125			31-Dec			31-Dec


						King			Water District No 19			2698						3-year									110			31-Dec			31-Dec


						Kitsap			Kitsap Rural Library District			1640						2-year						155						31-Dec			31-Dec																								FUTURE AUDIT INCORRECT IN TABS - SHOULD BE 16-17, not 16-18. Auditor will correct when true-up BUCO is put in at the end of the audit.


						Kitsap			Port of Brownsville			1730 						1-year			160			45			80			31-Dec			31-Dec


						Kitsap			Port of Poulsbo			1732						2-year						107						31-Dec			31-Dec


						Kitsap			Port of Silverdale			1733						2-year			55						55			31-Dec			31-Dec


						Kitsap			Manchester Water District			2277						3-year									55			31-Dec			31-Dec


						Kitsap			Kitsap County Fire Protection District No 10			2540						2-year			115						115			31-Dec			31-Dec


						Kitsap			Kitsap County Fire Protection District No 18			2546						2-year			115						115			31-Dec			31-Dec


						Kitsap			Kitsap Public Facilities District			2770						3-year						70						31-Dec			31-Dec


						Kitsap			West Sound Utility District No 1			2946						2-year						210						31-Dec			31-Dec


						Mason			Mason County Fire Protection District No 2			1224						2-year												31-Dec			31-Dec																								MERGED INTO NMRFA. CLOSE OUT AUDIT PERFORMED FY13-14. I BELIEVE THIS ONE CAN BE DEACTIVATED.


						Mason			Mason County Fire Protection District No 3			1225						3-year			90									31-Dec			31-Dec


						Mason			Mason County Fire Protection District No 4			1226						3-year									90			31-Dec			31-Dec


						Mason			Mason County Fire Protection District No 5			1227						2-year			190						190			31-Dec			31-Dec


						Mason			Mason County Fire Protection District No 6			1228						3-year			50									31-Dec			31-Dec


						Mason			Mason County Fire Protection District No 9			1230						1-year			44			50			50			31-Dec			31-Dec																								AIC to establish FY17 and FY18 as part of true-up at end of audit currently in progress.


						Mason			Mason County Fire Protection District No 11			1231						2-year			125						125			31-Dec			31-Dec


						Mason			Port of Allyn			1742						3-year									78			31-Dec			31-Dec


						Mason			Port of Shelton			1746						2-year			275			??			??			31-Dec			31-Dec																								Future audit cycle unclear - may be 1 or 2-year. Auditor to establish following next audit.


						Mason			Mason County Emergency Communications Center			2951						3-year			110									31-Dec			31-Dec


						Mason			Harstene Pointe Water-Sewer District			2965						2-year			75						75			31-Dec			31-Dec


						Mason			Shelton Metropolitan Park District			3023						3-year						40						31-Dec			31-Dec


						Mason			North Mason Regional Fire Authority			3106						2-year			89						90			31-Dec			31-Dec


						Pierce			City of Gig Harbor			0587						1-year			350			350			350			31-Dec			31-Dec


						Pierce			Town of Steilacoom			0604						2-year			350						350			31-Dec			31-Dec


						Pierce			Pierce County Fire Protection District No 5			1257						2-year						165						31-Dec			31-Dec


						Pierce			Key Peninsula Metropolitan Park District			1690						2-year						55						31-Dec			31-Dec


						Pierce			Lakewood Water District			2296						1-year			230			230			230			31-Dec			31-Dec


						Pierce			Northwest Open Access Network			2782						1-year			217			217			217			31-Dec			31-Dec																								ANNUAL CPA REVIEW


						Pierce			Peninsula Metropolitan Park District			2865						3-year						136						31-Dec			31-Dec


						Clallam			Quillayute Park and Recreation District			0474						3-year			0			0			100			31-Dec			31-Dec


						Clallam			Clallam County Sunland Water District			0493						3-year 			140						40			31-Dec			31-Dec																								Technically only required to have 3-year AC audit, but requested 2-year AC and add financial. Not positive what cycle District wants going forward - will determine during onsite audit in March 2017.


						Clallam			Clallam County Fire Protection District No 2			1050						3-year						80						31-Dec			31-Dec


						Clallam			Clallam County Public Hospital District No 1			1456						2-year			200						200			31-Dec			31-Dec																								ANNUAL CPA REVIEW


						Clallam			Clallam County Public Hospital District No 2			1457						1-year			140			140			140			31-Dec			31-Dec																								ANNUAL CPA REVIEW


						Clallam			Clallam County Park and Recreation District No. 1			1684						3-year												31-Dec			31-Dec																								ASK CAROL ABOUT THIS - LAST AUDIT 12-14, had revenues of $676K in FY15, but shut doors in Oct 2015 (audit conducted subsequent and included review through end of FY15). Is leasing facility to YMCA to operate now. Not sure if we need to do one more AC audit to cover FY15. Will be assessment going forward. (NO BUDGETS IN TABS CURRENTLY).


						Clallam			Clallam County Public Utility District No 1			1770						1-year			375			240			250			31-Dec			31-Dec																								ANNUAL CPA REVIEW. Typically 1-year, but having 2-year audit for 15-16.


						Clallam			Clallam Conservation District			2387						2-year			56						56			31-Dec			31-Dec


						Clallam			William Shore Memorial Pool District			2955						2-year			90						70			31-Dec			31-Dec																								Typically 2-year, but having 3-year audit for 14-16.


						Clallam			Sequim Transportation Benefit District			2967						1-year			30			55			30			31-Dec			31-Dec


						Grays Harbor			City of Ocean Shores			0352						1-year			167			167						31-Dec			31-Dec																								In our inventory, but will likely go back to Team Olympia after FY16 audit.


						Island			City of Langley			0359						2-year			220						220			31-Dec			31-Dec


						Island			South Whidbey Parks and Recreation District			0619						2-year			75						75			31-Dec			31-Dec


						Island			South Whidbey Fire/EMS			1115						2-year			110						110			31-Dec			31-Dec


						Island			Port of South Whidbey Island			1725						3-year			60									31-Dec			31-Dec


						Island			Clinton Water District			2210						3-year									40			31-Dec			31-Dec


						Island			Freeland Water District			2211						3-year						100						31-Dec			31-Dec


						Island			Holmes Harbor Sewer District			2678						3-year						48						31-Dec			31-Dec


						Jefferson			Jefferson County Rural Library District No 1			0309						3-year			70									31-Dec			31-Dec


						Jefferson			Jefferson County Fire Protection District No 1			1119						2-year						115						31-Dec			31-Dec


						Jefferson			Jefferson County Fire Protection District No 2			1120						3-year			55									31-Dec			31-Dec


						Jefferson			Jefferson County Fire Protection District No 3			1121						2-year						115						31-Dec			31-Dec


						Jefferson			Jefferson County Fire Protection District No 4			1122						3-year			70									31-Dec			31-Dec


						Jefferson			Jefferson County Public Hospital District No 2			1468						2-year			250						250			31-Dec			31-Dec																								ANNUAL CPA REVIEW


						Kitsap			South Kitsap Water Reclamation Facility			0715						2-year						105						31-Dec			31-Dec


						Kitsap			Central Kitsap Fire and Rescue			1162						1-year			140			100			100			31-Dec			31-Dec


						Kitsap			Bainbridge Island Fire Department			1163						2-year			135						135			31-Dec			31-Dec


						Kitsap			Kitsap County Fire Protection District No 7			1168						2-year						140						31-Dec			31-Dec


						Kitsap			Bainbridge Island Metropolitan Park and Recreation District			1685						2-year						165						31-Dec			31-Dec


						Kitsap			Port of Kingston			1731						2-year			150						150			31-Dec			31-Dec


						Kitsap			North Perry Avenue Water District			2267						2-year						80						31-Dec			31-Dec


						Kitsap			Silverdale Water District No 16			2280						2-year						180						31-Dec			31-Dec


						Kitsap			Kitsap Conservation District			2405						???												31-Dec			31-Dec																								NO FUTURE AUDITS ESTABLISHED IN TABS - DO WE KNOW CYCLE?


						Mason			Trails End Water District			0301																		31-Dec			31-Dec																								ASK ABOUT THIS - HAS "NONE" for CYCLES, LAS AUDITED FY13, NO ASSESSMENT BUDGETS IN TABS. REVENUES UNDER $100K though, so should be assessment.


						Mason			Mason Conservation District			2412						2-year			155						196			31-Dec			31-Dec																								Tabs for FY18 audit incorrect, has cycle 16-18 instead of 17-18. No TABS budget for FY19? Auditor to correct at end of current audit.


						Mason			Mason County Public Hospital District No 2			2924						3-year									75			31-Dec			31-Dec


						Other			Port Orchard Pool			9613						3-year						0						31-Dec			31-Dec																								???? Not sure what this is - listed as "other/out of state" but no profile in EIS, no budget in audit inventory


						Pierce			Pierce County Fire Protection District No 16			2562						2-year						135						31-Dec			31-Dec


						Mason			Mason Conservation District			2412						1-year												31-Dec			30-Sep			Single audit															Judith Denoyer, Financial Accountant			jdenoyer@masoncd.org


						Grays Harbor			City of Ocean Shores			352						1-year												31-Dec			30-Sep			SINGLE AUDIT?															Angela Folkers, Finance Director			afolkers@osgov.com


						Pierce			City of Gig Harbor			587						1-year												31-Dec						SINGLE AUDIT?															David Rodenbach, Finance Director			rodenbachd@cityofgigharbor.net


						Clallam			City of Forks			227						1-year												31-Dec																					Audrey Grafstrom, Clerk/Treasurer			agra.forks@forkswashington.org


						Clallam			Port of Port Townsend			1727																		31-Dec																					Abigail Berg, Director of Finance & Administration			Abigail@portofpt.com


						Mason			Port of Shelton			1746																		31-Dec																					Wendy Smith, Deputy Director			wendys@portofshelton.com


						Clallam			Clallam Pud 1 			1770																		31-Dec																					Beau Brown, Treasurer/Controller			bbrown@clallampud.net


						Kitsap			Silverdale Water District No 16			2280						2-year												31-Dec																					Jeannie Screws, Fiscal Manager			jscrews@swd16.org


						Pierce			Lakewood Water District			2296						1-year												31-Dec						single audit															David Logan, Director of Finance			dslogan@lakewood-water-dist.org
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From: Sheila Danielson

To: Strzalka, Amy (SAQ)

Cc: Nora Mitchell

Subject: Annual Report Submitted

Date: Wednesday, April 25, 2018 1:20:32 PM
Hi Amy,

This is just a note that | submitted our Annual Report today. Please let me know if you need
anything else or have any questions.

Thank you!

Sheila

Sheila Danielson | Finance Manager

City of Port Townsend | www.cityofpt.us | sdanielson@cityofpt.us
250 Madison St. Suite 1, Port Townsend, WA 98368

P:(360) 379-4406 | F:(360)302-2201

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public

Records Act (RCW 42.56).
The information contained in all correspondence with a government entity may be disclosable to third

party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Nora Mitchell

Subject: Audit Schedule

Date: Tuesday, April 10, 2018 7:59:00 AM
Hi Nora,

| am working on our team’s summer audit schedule. One of our team members (Cheryl Friesen)
contacts all our entities with single audits early in the year to confirm they will need a single audit,
and get an idea of when they’ll be ready for audit.

For City of PT, she has noted that you will be ready for audit starting May 1. Do you still anticipate
being ready on that timeline? We should be available to perform your audit in May, but want to
confirm that timeline since it would require filing prior to the May 31 deadline.

Thanks,

Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office
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From: Strzalka, Amy (SAQ)

To: Nora Mitchell

Cc: Schneider, Melody (SAQ)

Subject: City of PT SEFA Notes

Date: Wednesday, July 18, 2018 9:01:00 AM
Attachments: 2017 Sch 16 notes 11181.pdf

BARS SEFA Notes Instructions.pdf

Hi Nora,

Melody is out of the office until next week. | am reviewing the draft audit report and related
statements, and noted the “Notes to the SEFA” have some extra information that should not be
there, and are missing one of the required disclosures (see current version attached).

Can you please send me a new version of the SEFA Notes following the format in the attached BARS
template (just including the label at the top and the required disclosures, not the grant
program/expenditure/reconciliation data). Also, please add the required Note regarding whether or
not the City elected to use the de minimus indirect rate (Note 7 per the instructions) and any others
that are applicable.

Thank you so much,

Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office
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City of Port Townsend
Schedule 16 - FY 2017

CFDA # Federal Agency Name Federal Program Name Pass-Through Agency Name Other Award I.D. Number Total
66.458  Environmental Protection Agency Office of Water Capitalization Grants for Drinking Water State Revolving Funds Department of Ecology WQC-2017-PorToc-00182 2,667.33
14.228  Community Development Block Grants/State's program Department of Housing and Urban Development Office of Community Planning and Development Department of Commerce 15-62210-029 20,276.00
20.205  Federal Highway Administration Highway Planning & Construction Department of Transportation STPUS-7625(001) 331,188.25
66.468  Environmental Protection Agency Office of Water-Public Works Board Loan Capitalization Grants for Drinking Water State Revolving Funds Public Works Board Loan DM15-952-034 448,768.52
16.588  Department of Justice-OVW Violence Against Women Program ‘Washington State Department of Commerce F16-31103-073 1,894.12
97.047  Department of Homeland Security Pre-Disaster Mitigation ‘Washington State Military Department E16-091 1,921.43
20.600  Department of Transportation National Highway Traffic Safety Administration Traffic Safety Grant 799.00
16.607  Department of Justice Bureau of Justice Assistance Bulletproof Vest Partnership Program ‘Washington Traffic Safety Commission 2,079.64

809,594.29

Notes to schedule of Expenditure of state and local financial assistance for the year ended December 31, 2017:

Note 1 - Basis of Accounting 2017  504,520.26
This schedule of state and local financial assistance is prepared on the same basis of accounting as the City of Port Townsend's 2016 reimbursement paid in 2017 (159,089.49)
General Government Financial Statements. The City of Port Townsend's General Government Funds use the cash basis of accounting. CDBG  (19,619.00)

2018 Springbrook G/L - (printed 4/24/18) 8,270.22

Note 2 - Program Costs CDBG (6,376.10)
The amounts shown as current year expenditures represent only the local portion of the program costs. Actual program costs may 448,768.52
be more than shown. 2017 in 2018 not received 33,119.88

809,594.29

4/24/2018










(City/County/District)

Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31,20

Notes 1 and 7 are required for all governments. Disclose other notes only if applicable to the
government’s circumstances.

Note 1 — Basis of Accounting (Required)
This schedule is prepared on the same basis of accounting as the (city/county/district’s)
financial statements. The (city/county/district) uses the (describe the basis of accounting used
by the city/county/district).

Note 2 — Program Costs (If applicable.)

The amounts shown as current year expenditures represent only the federal grant portion of
the program costs. Entire program costs, including the (city/county/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.

Note 3 — Revolving Loan — Program Income  (If applicable.)
The (city/county/district) has a revolving loan program for low income housing renovation.
Under this federal program, repayments to the (city/county/district) are considered program
revenues (income) and loans of such funds to eligible recipients are considered expenditures.
The amount of loan funds disbursed to program participants for the year was $ and
is presented in this schedule. The amount of principal and interest received in loan repayments
for the year was $

Note 4 — Federal Loans (Required if applicable.)
(a) The (city/county/district) was approved by the USDA Rural Utilities Service to receive a
loan totaling $ to build a sewer treatment plant. The amount listed for this loan

includes the proceeds used during the year and the outstanding loan balance from prior years.

(b) The (city/county/district) was approved by the EPA and the PWB to receive a loan totaling
$ to improve its drinking water system. The amount listed for this loan includes
the proceeds used during the year.

Both the current and prior year loans are also reported on the (city/county/district’s) Schedule
of Liabilities.

Note 5 — Noncash Awards — Vaccinations (If applicable.)
The amount of (vaccine/dental items/commodities/surplus property/etc.) reported on the
schedule is the value of (vaccine/dental items/commodities/surplus property/etc.) received by
the (city/county/district) during current year and priced as prescribed by

Note 6 — Noncash Awards — Equipment (If applicable.)
The (city/county/district) received equipment and supplies that were purchased with federal
Homeland Security funds by the state of Washington. The amount reported on the schedule








is the value of the property on the date it was received by the (city/county/district) and priced
by the state of Washington.

Note 7 — Indirect Cost Rate
(Required to state whether or not the de minis indirect cost rate was elected.)
The (city/county/district) has not elected to use the 10-percent de minimis indirect cost rate
allowed under the Uniform Guidance.
or
The (city/county/district) has elected to use the 10-percent de minimis indirect cost rate
allowed under the Uniform Guidance.

(If applicable.)
The amount expended includes $ claimed as an indirect cost recovery using an
approved indirect cost rate of percent).

Note 8 — American Recovery and Reinvestment Act (ARRA) of 2009  (If applicable.)

Expenditures for this program were funded by ARRA.










From: Strzalka, Amy (SAQ)

To: Schneider, Melody (SAQ)

Subject: City of PT Survey - Great Job :)

Date: Thursday, September 6, 2018 8:47:00 AM
Attachments: image001.png

Individual Survey Results

Survey Information

Audit #: 47282

Audit Report #: 1021831

Audit Type: Financial and Federal

Date Submitted: 9/5/2018 1:53 PM

Entity: City of Port Townsend

Position: Finance Director

Submitter: Nora J Mitchell

nmitchell@cityofpt.us

SATISFACTION RATING

On a scale of one to five, please tell us
if you...

Strongly Strongly
Disagree Agree N/A
AUDIT STAFF 7 213 4 5 COMMENTS

Were knowledgeable about the y

government type and audit areas

Responded promptly to our questions o

Were respectful and professional in P

their interactions

Were considerate of our time o

Provided consistent guidance o

Gave adequate time to provide input p

on the audit results

Kept us informed of audit progress y

and potential issues

Considered our areas of concern y

during the course of the audit




mailto:strzalkaa@sao.wa.gov

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Schneider, Melodye92

mailto:nmitchell@cityofpt.us









AUDIT RECOMMENDATIONS

Communicated during the audit were
understandable

Were tailored to our particular
circumstances and added value

Will result in changes to our process o

AUDIT REPORT

Was easy to understand and

objectively described the audit results v

Provided value «f

OTHER COMMENTS

What about the audit, or audit process did you appreciate?
Auditors were respectful of our time and resources. Work was performed in an efficient manner.

Is there anything we could improve about the audit process?

Council member raised a concern that was beyond the scope of the auditor's work/authority.
While | believe this was explained during the entrance by the auditors and me, the council
member took exception with the scope of work actually performed in addressing his concern.
Perhaps education or a white paper from the SAQ for elected officials might help a council
member understand the audit process. Again, the auditors handled this in a professional,
respectful manner and | don't think there is much that could have avoided this situation.

What is the most important part of the audit process to you?

Confirmation that the City's financial statements are fairly presented and that internal controls
are well documented. Receiving audit reports in a timely manner to meet our fiduciary/legal
requirements.

Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office






From: Schneider, Melody (SAO)

To: Strzalka, Amy (SAQ)

Subject: FW: City of Port Townsend State Audit Exit Conference Invitation
Date: Monday, July 16, 2018 8:36:47 AM

Attachments: Response to SAO report .docx

Hi Amy,

Attached is the response from the Councilman for the City of Port Townsend. Not sure if we need to respond to him
or not.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 16, 2018 8:04 AM

To: Schneider, Melody (SAQO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

Good morning. Attached is my response to your report on my concerns expressed at the entrance conference. At
the entrance you asked if we had any concerns to be covered during the fieldwork on the city audit. T wouldn't
have voice my concerns if I didn't fully expect that the work conducted and subsequent reporting on those concerns
would reflect the high audit standards association with the work of the SAO. You will see that I don't believe it did.

?Robert Gray Member, Port Townsend City Council

From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Sent: Tuesday, July 10, 2018 11:00 AM

To: Robert Gray

Subject: RE: City of Port Townsend State Audit Exit Conference Invitation

Hello Mr. Gray,

Please find attached our report that addresses the questions you had raised during the entrance conference. We will
also go over these during the exit conference. Please let me know if you have any questions.

Thank you,
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Subject:  Response to SAO report my questions raised at the entrance conference


To:  SAO Audit Team @ Port Townsend, Wa., during 2018 audit fieldwork 


Thank you for your report on the audit work conducted in response to my concerns expressed at the entrance conference.  However, I believe your report does not show the independence and the quality audit work required by the standards of your profession.    


Regarding the question of independence, while you stated that what you sent me was your report, audit staff clearly copied what the finance director stated in writing immediately after the entrance conference and showed no evidence that the conclusions were reviewed.  


The first paragraph of the report states: “Homeward Bound was one of very few local organizations (possible the only one) whose mission is to provide low income/affordable housing on the peninsula.”   This is an exact quote from the finance director in an email on the day of the entrance conference.  


Regarding questionable audit work conducted, the support for this statement was obviously not reviewed.  There are organizations with the experience, technical knowledge, and financial ability for projects such as these.   The Olympic Community Action Programs (OlyCAP) administers low income housing in apartments and single-family homes. It’s also possible that the Peninsula Housing Authority and Habitat for Humanity could have administered this project.  On the federal level, USDA provides funding for rural projects such as these.  


It is true that OlyCAP was approached to conduct a housing study, but this preceded and had no connection to the Homeward Bound project.  As a board member of OlyCAP, I know that this organization was not asked to submit a proposal for this project.  


Regarding competitive bidding, I did not ask for you to determine if competitive bidding was conducted.  I asked if any other organization had been given the opportunity to submit a proposal and feasibility study.   I think that you would have found that there were none.


Additional audit work would have answered the rest of my questions by reviewing the financial documentation submitted by Homeward Bound for each loan and extension to determine payment ability.   This is not outside your authority since these are public records once they were submitted to the city.  


 If you had reviewed these transactions, I believe that you would have found that no financial documentation was submitted for the initial loan and extension and questionable documentation was submitted for the 42-year loan. 


I questioned the status of the interest on the initial loan because the third transaction was the total cost of the project including the initial $250,000.  I don’t believe that the first loan is still due and payable plus interest on December 26, 2018.  If it is, there is no reason to believe that Homeward Bound will be able to pay this debt.  


I know that the State of Washington and federal agencies have specific requirements for their loan programs, as should the city of Port Townsend.  A helpful audit conclusion by the SAO would be the condition that the city does not have adequate procedures in place for granting and funding direct loans.  


The cause would be because of limited activities and the urgency in making the Homeward Bound loan.  And the effect would be that this condition could raise questions of fairness with other potential borrowers and allegations of conflicts of interest.    These questions were raised by others during the approval of this project.  The recommendation would be to establish loan-making procedures.  


I’m not going to take this any further because I know the Homeward Bound will do its best to make this project a success and I don’t want to delay this any further with the need for affordable housing.   During the deliberation on these financial transactions I recommended additional financial assistance to help Homeward Bound knowing that it would be very difficult for Homeward Bound to succeed financially.   I wish them the best and will support them in my limited way.


Finally, I don’t believe your very limited audit work would justify any additional billings to the city.  





[bookmark: _GoBack]Robert Gray 						July 16, 2018 via email.  




Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 9, 2018 11:45 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

?Dear Assistant State Auditor Schneider,

If it's within your audit procedures, I was wondering if I could get a preliminary briefing by you or by a member of
your staff on the area of concern that I raised at the entrance conference. It was my concern about the processing of
loans to the non-profit entity Homeward Bound. We could do that in person, by phone, or by email depending on
your schedule.

A short summary of your review and conclusions regarding this subject would be appreciated.

Thank you,

Robert Gray

360-643-3793





From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov<mailto:schneiderm@sao.wa.gov>>

Sent: Monday, July 9, 2018 10:35 AM
To: Deborah Stinson; Robert Gray; Ariel Speser; Amy Howard; Pamela Adams; Michelle Sandoval; David Faber
Cc: Nora Mitchell; Sheila Danielson; David Timmons

Subject: City of Port Townsend State Audit Exit Conference Invitation

Dear Council Members:

We have completed our audit of the City of Port Townsend for the fiscal year 2017and wanted to share our
preliminary results with you. We are inviting you to attend an exit conference with your staff that we have
scheduled for 3:30pm on Friday, July 27, 2018 at City Hall.

We believe participation at the exit conference by you and others charged with the management and governance of
the City is an essential part of our audit process. It gives you an opportunity to hear our conclusions and discuss
with us the resolution of any audit issues.

Please note that if a quorum of council members attend the exit conference, the City is responsible for ensuring
requirements of the Open Public Meetings Act are met.

If you have any questions or matters that you would like to discuss with us before the exit conference, feel free to
contact me by email at schneiderm@sao.wa.gov<mailto:schneiderm@sao.wa.gov>.

Sincerely,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366

360-895-6133



mailto:schneiderm@sao.wa.gov

mailto:schneiderm@sao.wa.gov



CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public Records Act
(RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third party
requesters under the Public Records Act.






From: Schneider, Melody (SAO)

To: Strzalka, Amy (SAO)

Subject: FW: City of Port Townsend State Audit Exit Conference Invitation
Date: Monday, July 9, 2018 11:47:01 AM

Hi Amy,

I sent out the Exit invitation to the Port Townsend City Council and go the following response from the member that
had the questions regarding the Homeward Bound loan. How do you suggest I proceed?

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 9, 2018 11:45 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

?Dear Assistant State Auditor Schneider,
If it's within your audit procedures, I was wondering if I could get a preliminary briefing by you or by a member of
your staff on the area of concern that I raised at the entrance conference. It was my concern about the processing of

loans to the non-profit entity Homeward Bound. We could do that in person, by phone, or by email depending on
your schedule.

A short summary of your review and conclusions regarding this subject would be appreciated.

Thank you,

Robert Gray

360-643-3793

From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Sent: Monday, July 9, 2018 10:35 AM

To: Deborah Stinson; Robert Gray; Ariel Speser; Amy Howard; Pamela Adams; Michelle Sandoval; David Faber
Cc: Nora Mitchell; Sheila Danielson; David Timmons

Subject: City of Port Townsend State Audit Exit Conference Invitation



mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Schneider, Melodye92
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Dear Council Members:

We have completed our audit of the City of Port Townsend for the fiscal year 2017and wanted to share our
preliminary results with you. We are inviting you to attend an exit conference with your staff that we have
scheduled for 3:30pm on Friday, July 27, 2018 at City Hall.

We believe participation at the exit conference by you and others charged with the management and governance of
the City is an essential part of our audit process. It gives you an opportunity to hear our conclusions and discuss
with us the resolution of any audit issues.

Please note that if a quorum of council members attend the exit conference, the City is responsible for ensuring
requirements of the Open Public Meetings Act are met.

If you have any questions or matters that you would like to discuss with us before the exit conference, feel free to
contact me by email at schneiderm@sao.wa.gov.

Sincerely,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public Records Act
(RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third party
requesters under the Public Records Act.






From: Schneider, Melody (SAO)

To: Strzalka, Amy (SAQ)

Subject: FW: Draft Letter - 2017 State Audit letter 051718
Date: Friday, June 15, 2018 8:39:15 AM
Attachments: Letter - 2017 State Audit letter 051718.docx

From: Sheila Danielson <SDanielson@cityofpt.us>

Sent: Wednesday, June 6, 2018 11:01 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>
Cc: Nora Mitchell <NMitchell@cityofpt.us>

Subject: FW: Draft Letter - 2017 State Audit letter 051718

Melody,

Attached, please find the draft letter that Steve Gross drafted before he left.

Can you please review it for content and then we will update the name and date and have our
interim City Attorney sign.

Also, can you provide guidance on what date the letter should reflect?

Thank you.

Sheila

Sheila Danielson | Finance Manager

City of Port Townsend | www.cityofpt.us | sdanielson@cityofpt.us
250 Madison St. Suite 1, Port Townsend, WA 98368

P:(360) 379-4406 | F:(360) 302-2201

From: Steve Gross
Sent: Tuesday, April 17, 2018 8:18 AM
To: Nora Mitchell <NMitchell@cityofpt.us>; Sheila Danielson <SDanielson@cityofpt.us>; Amber Long

<Along@cityofpt.us>
Subject: Draft Letter - 2017 State Audit letter 051718

Since y’all mentioned the early audit yesterday, | thought I'd get a jump on this so it doesn’t get lost
in the shuffle.

Steve

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
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Washington State Auditor’s Office


May __, 2018


Page 2
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City Attorney


250 Madison, Suite 2


Port Townsend, WA  98368


360-379-5047    Fax 360-385-4290


                                                                 	sgross@cityofpt.us








May __, 2018








Kendra Huson


Washington State Auditor’s Office


600 Kitsap Street, Suite 201


Port Orchard, WA  98366





Subject: City of Port Townsend





Dear Ms. Huson:





This letter is in response to your request to the City of Port Townsend for a letter with respect to pending or threatened litigation and asserted and non-asserted claims or assessments. This letter covers the period from January 1, 2017 to December 31, 2017 (and to date).





The information in this letter does not constitute a guarantee that it is correct, but constitutes in good faith my best knowledge and belief. Please treat the information in this letter as confidential and not for public disclosure under the public records and Freedom of Information laws, as disclosure could irreparably damage the City’s position in any pending or potential litigation.





There are two items of litigation of which I am aware that had the potential of financial risk to the City of Port Townsend in excess of $100,000 during 2017. One is a lawsuit for wrongful termination, and the other is a lawsuit alleging improper use of force. The litigation is being handled by outside counsel from Keating, Bucklin, and McCormick as provided by the City’s insurance pool (Washington Cities Insurance Authority or “WCIA”). 


 


I am not aware of any non-asserted individual claims that have a potential of financial risk to the City of Port Townsend in any amounts approaching $100,000. 





There are several minor claims for routine issues (for example, sewer backups and sidewalk defects) in amounts up to $50,000 that is handling. WCIA is handling those claims



To the best of my knowledge, there are no violations or possible violations of laws or regulations which should be considered for disclosure in the financial statements or constitute the basis for recording a loss contingency.





Finally, the following outside attorneys have been consulted or provided representation to the City for the period January 1, 2017 – December 31, 2017 (and to date):





			P. Stephen DiJulio


Nancy Neraas





Foster Pepper, PLLC


			


			Foster Pepper consulted with the City on matters related to its water lease with the Port Townsend Paper Mill, on historic tax credit options, and they serve as bond counsel to the City.








			Brian Grogan


Moss & Barnett


			


			Moss & Barnett provided consultation service related to telecommunications franchising.











			Kristin Anger


Sarah Hale


Beth Kennar


Sofia Mabee





Summit Law Group


			


			Summit Law Group provided consultation service related to employment law matters.





			


Brenda Bannon


Jeremy Culumber


Shannon Ragonesi


Michael Walter





Keating, Bucklin & McCormack


			


			Keating Bucklin provided consultation service and litigation counsel related to employment and land use matters.





			


Alice Ostdiek





Stradling Attorneys at Law


			


			Stradling provided consultation service related to tax levy matters.





			


			


			








Should you have any other questions or need other information, please let me know. 





Sincerely,











Steve Gross


City Attorney





CC:	David Timmons, City Manager


	Nora Mitchell, Finance Director
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From: Strzalka, Amy (SAQ)

To: Ehlinger, Carol (SAQ); McFarlane, Megan (SAQ); Wilson, Zachary (SAQ); Seibert, Melinda (SAQ)
Subject: FW: Homeward Bound Trust Questions

Date: Thursday, June 7, 2018 3:35:50 PM

Attachments: Homeward Bound a&a 06.07.18.pdf

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We've looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAO)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290




mailto:strzalkaa@sao.wa.gov

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Ehlinger, Carol8e3
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Audit of Port Townsend fiscal year 2017 - Area of Concern

Thank you for offering to review areas of concern during your audit. My area of
concern is to review the financial transactions between the city and the non-
profit, Homeward Bound (Trust). Specifically, the financial transactions were:

$250,000 loan to the Trust authorized on June 19, 2017 due in i about 8 months.
(resolution 17-019)

$30,000 grant to the Trust on June 19, 2017 (resolution 17-029). The city-owned
land and building for this project was also granted to the Trust.

Extension of the $250,000 loan to the Trust until December 26, 2018 (resolution
17-052)

Interfund loan to reimburse the General Fund the $250,000 loaned to the Trust.
interfund loan was from the Transmission Line Replacement fund. (resolution 17-

053)

$834,000 loan made to the Trust on May 7, 2018 due in about 42 years.
(resolution 18-027). These funds were borrowed from Kitsap Bond at about
4.85% interest rate and loaned to the Trust at 0% interest rate. First paymenton

this loan was postponed until about 2 years.

My questions include:

1. Was it proper to select this Trust without soliciting any other non-profits.
2. Are transactions in accordance with State laws and procedures.

. Was the interest charged to the initial $250,000 loan paid by the Trust.
Was the long term loan properly authorized at 0%.

Was the grant and property given to the trust proper.

Did the financial statement of the Trust show repayment ability?

> v op W

Any questions please contact me via the city. Thanks, Robert Gray







Homeward Bound (Trust) — questions form Councilmember Gray

1)

2)

3)

4)

5)

6)

Was it proper to select this Trust without soliciting any other non-profits?

Homeward Bound was one of very few local organizations (possibly the only one) whose mission
is to provide low income/affordable housing on the peninsula.  Council approved the selection
of the Trust for this transaction.

Are transactions in accordance with State laws and procedures?

Transactions reviewed and documented by City Attorney. Council approved the following
transactions:

a) Surplus of Cherry Street property for affordable housing purposes

b) Loan/line of credit to Homeward Bound with security interest

c) Extension of the $250,000 loan/line of credit with Homeward Bound

d) Interfund loan to reimburse the General Fund for the loan (see b)

e) $834,000 bond issued by the City via Kitsap Bank

f)  $834,000 loan to Homeward Bound with a total repayment of $925,000 (pending
final document execution in mid-2018)

Was the interest charged to the initial $250,000 loan paid by the Trust?

Not yet. The interest is not due until the loan is repaid (maturity date December 26, 2018) but
interest will be assessed as part of this transaction.

Was the long term loan properly authorized at 0%?

The loan was authorized by the City council (resolution 18-027). Interest rate is approximately
0.5% on this transaction.

Was the grant and property given to the trust proper?

All transactions approved by City Council (see #2 above). Transactions handled and documents
prepared by City Attorney and/or Bond Council.

Did the financial statement of the Trust show repayment ability?

Repayment of this loan is predicated on renting all units at “HUD"/low income qualified rates.
The proforma provided by Homeward Bound considered vacancy factors, operating costs,
property management costs and loan repayment.







Resolution 17-019
Page 1 of 2

RESOLUTION NO. 17-019

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON RELATED TO AFFORDABLE HOUSING AT THE CITY’S CHERRY
STREET PROPERTIES; AUTHORIZING THE CITY MANAGER TO NEGOTIATE
AND EXECUTE AN AGREEMENT WITH HOMEWARD BOUND D/B/A OLYMPIC
HOUSING TRUST, AND AUTHORIZING A LOAN

WHEREAS, the City of Port Townsend (“City”) owns vacant property located in the 100
block of Cherry Street (a portion of tax parccl 001024075 and a portion of tax parcel
001023005); and,

WHEREAS, the City Council, in Resolution 09-035 designated this property as being
suitable for affordable housing purposes under Chapter 3.44 of the Port Townsend Municipal
Code (“PTMC”); and,

WHEREAS, Resolution 11-018 directed the City Manager to “work with owners and
possibly providers to reconfigure Cherry Street to establish buildable lots for affordable housing,
subject to final Council approval on agreements and configuration”; and,

WHEREAS, the Olympic Housing Trust (“the Trust”) is in negotiations with a property
owner in Canada to acquire a four-plex building that could be placed on the Cherry Street
property. They have a tentative contract with Nickel Brothers, Housing Moving USA, Inc. and
Nickel Brothers House Moving, Lid., for the purchase, move, and delivery of this building to
Port Townsend in mid-May 2017; and,

WHEREAS, the Trust is currently seeking institutional and private funding for this
project, but has not secured all its financing; and,

WHEREAS, PTMC 3.44.030, 3.44.040, and 3.44.050 set forth the process for declaring
property designated as suitable for affordable housing purposes as surplus and, if declared
surplus, for disposition of that property. This process requires that the City hold a public hearing
after no less than 10 days’ notice; and,

WHEREAS, to meet this timeline, the City Manager has noticed a public hearing for the
Council’s May 8, 2017 Special Meeting; and,

WHEREAS, if the move timeline is to be met, the Trust would have to do some
preliminary site preparation work before the Council has decided whether to surplus the
property; this work can be done if the property owner (the City) co-signs the application and
approves the proposed work; and,

WHEREAS, Objective 3 of the City’s Three-Year Strategic Plan 2016-2018 is to
“establish systems to support diverse housing options with perpetual affordability” with a Goal
to “establish the City’s role as facilitator for advancing housing initiatives”; and,

AB17-126 Page 5 of 6







Resolution 17-019
Page 2 of 2

WHEREAS, the City Council concludes that supporting this housing initiative is in the
best interests of the City.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

1. The City Manager is authorized to co-sign land use and other permits for
preliminary site work on tax parcels 001024075 and 001023005 and to defer or
waive permit and other fees where consistent with City Code.

2, The City Manager is authorized to loan the Trust an amount not to exceed
$250,000.00 and to execute loan and security documents as necessary. The funds
shall come from the City’s General Fund cash reserves or line of credit. Staff shall
prepare a budget adjustment as necessary.

ADOPTED by the City Council of the City of Port Townsend at a special meeting
thereof, held this 24" day of April, 2017.

e or-ah S'g SOn

Mayor
Alttest: Approved as to form:
ﬁb armo K alire
Joanna Sanders, CMC Steven L. Gross \
City Clerk City Attorney
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AB17-047 Page 5 of 10

David Timmons
City Manager

Cit 4
Yof N nager
W 250 Madison, Suite 2
Port Townsend, WA 98368
Owns e n 360-379-5047 Fax 360-385-4290

dtimmons@cityofpt.us

DATE: April 21, 2017
TO: City Council
FROM: David G. Timmons, City Manager

SUBJECT: Resolution 17-019

As I have announced at previous Council meetings, there exists an opportunity for the City to
assist in the development of affordable housing via the restart of the Homeward Bound Housing
Trust. There is an existing four-plex building scheduled for demolition in Victoria, BC that can
be saved and moved to Port Townsend if we act quickly. The Trust and the City have identified
that the property being presented to you in the special meeting is a perfect location and gives the
Trust the opportunity to work with the site with a potential for developing 4 additional studio
units as a part of the site development. This will give the community 4 two-bedroom and 4
studio rentals held in perpetuity as affordable properties by the Housing Trust.

As mentioned, however, the City and Trust must act quickly to make this happen. The current
plan has the building arriving on the site on May 1 1™, There is acquisition and movement of the
building at a cost of $210,000.00. The contract to acquire this building requires a down payment
and then a final payment once delivered. If we do not secure the property early next week, the
building will not be available.

I am proposing that the City and Trust partner together to make this opportunity happen. The
City’s role in this will be the transfer or long-term lease of the property, a temporary loan if
necessary to ensure the structure is not lost, and deferment and possible waiver of fees in return
for the property being held and managed as affordable housing by the Trust in perpetuity.

1 proposed to ask Council to declare the property to be surplus, and to convey it to the Trust. The
City previously identified this property as a candidate for an affordable housing site. It was an
“out-lot” parcel that was discovered during our review of the City’s golf course. The original
plan was the to have any income from the sale this property earmarked for capital investment at
the golf course. Since this is an assignment to the Trust, there will be no income generated that
could serve that purpose. Given the urgent need for housing of this type, if a capital need is
identified at the golf course then the city should find other ways to make those investments.
Burdening the property to have to pay income to the city will not yield affordability.

The City must hold a hearing to surplus the property and give a 10-day notice. We have started
this process and scheduled the hearing for May 8.

The Trust is working on a funding plan and I feel they will be successful in obtaining the
financing to acquire and finish out the project. However, they may not be able to do this in the
time required. Therefore, I am recommending the City provide a line of credit (loan) to insure







AB17-047 Page 6 of 10

the Trust is successful in securing the building. This would come from the City’s cash reserve or
the existing line of credit the City has established. I anticipate this would be paid back by the
end of the year.

The property portion of this will also provide us an opportunity to formalize a long-standing use
of the property by the Grace Lutheran Church for parking. We may be able to facilitate an
exchange of a portion of this property for some adjacent property owned by the Church. We
have highlighted this on the map, but this is shown as a follow-up action and not necessary for
the current plan.

This is a bold attempt by the City and Trust and does have risks, but I believe we can manage the
risks and be successful in the outcome with the support of the Council. Ilook forward to our
discussions Monday evening.
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Resolution 17-029

RESOLUTION NO. 17-029

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON, AUTHORIZING THE CITY MANAGER TO EXECUTE AN
AGREEMENT WITH HOMEWARD BOUND FOR REIMBURSEMENT OF CAPACITY
IMPROVEMENT COSTS

WHEREAS, The City Council adopted Resolution 17-019 on April 24, 2017,
authorizing the City Manager to enter into agreements with the Grantee in support of Grantee’s
housing initiative; and,

WHEREAS, Council also adopted Resolution 17-021 on May 8, 2017, authorizing the
surplusing of City property and the transfer of that property to Grantee in support of this housing
initiative; and,

WHEREAS, RCW 35.21.685 authorizes the City to assist in the development of
housing for persons of low income by providing loans or grants; and,

WHEREAS, Homeward Bound is in the process of reorganizing to increase its capacity.
As part of this reorganization, it is seeking assistance from other housing providers and land
trusts based in other jurisdictions; and,

WHEREAS, the City Manager has recommended repurposing unexpended 2016 funds
to support this reorganization;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend that the City Manager is authorized to execute a grant agreement with Homeward
Bound d/b/a Olympic Housing Trust to defray costs related to increasing its capacity to manage
the organizations goals in an amount not to exceed $30,000.

ADOPTED by the City Council of the City of Port Townsend at a regular meeting
thereof, held this 19th day of June 2017.

Deborah SSU, son

Mayor
Attest: Approved as to form:
ol Wﬂzg““ﬂ”b@ Mﬁ.
Joanna Sanders, CMC Steven L. Gross

City Clerk City Attorney







Resolution 17-052

RESOLUTION NO. 17-052

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON RELATED TO AFFORDABLE HOUSING; AUTHORIZING THE
CITY MANAGER TO EXTEND THE REPAYMENT DATE ON THE LOAN TO
HOMEWARD BOUND D/B/A OLYMPIC HOUSING TRUST

WHEREAS, the City of Port Townsend (“City”) adopted Resolution 17-019, which in
part authorized the City Manager to enter into a loan agreement with Homeward Bound, d/b/a
Olympic Housing Trust (“Homeward Bound”) for $250,000, which loan was to be repaid not
later than December 26, 2017; and,

WHEREAS, because of market conditions, Homeward Bound has not been able to
secure commercial funding; and,

WHEREAS, the City Manager has recommended extension of the due date for one year,
to allow Homeward Bound’s newly-elected Board of Directors to organize and seek additional
funding.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend that the City Manager is authorized to enter into agreements to extend the loan to
Homeward Bound until December 26", 2018.

ADOPTED by the City Council of the City of Port Townsend at a special meeting

thereof, held this 13th day of November, 2017.
J AT %g%‘_ﬂm
Deborah S. Stifson

Mayor
Attest: Approved as to form:
Gryvy—e ; PWW Ny
Joanna Sanders, MMC ) Steven L. Gross N

City Clerk City Attorney







Resolution 17-053
RESOLUTION NO. 17-053

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON, AUTHORIZING AN INTERFUND LOAN RELATED TO
AFFORDABLE HOUSING

Recitals:

A. This Resolution authorizes a $250,000 interfund loan from the Transmission Line
Replacement Fund to the General Government fund.

B. The City Council adopted Resolution 17-019 on April 24, 2017. The Resolution
authorized a loan from the City to Homeward Bound, a Washington non-profit
corporation for an affordable housing project.

C. The funds used for the loan came from the City’s General Fund.

D. Staff recommends an interfund loan that will be repaid through a permanent financing
plan to be identified by Homeward Bound.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

1. The City Manager is authorized to take necessary steps and execute necessary documents
to effect an interfund loan from the Transmission Line Replacement Fund to the General

Fund to reimburse the General Fund for the loan to Homeward Bound.

2. The amount is not to exceed $250,000. The term is not to exceed 3 years and one month
at an interest rate equal to the average LGIP investment interest rate for the loan term.

3. The loan will be repaid no later than December 31, 2019.

ADOPTED by the City Council of the City of Port Townsend at a special business
meeting thereof, held this 13th day of November, 2017.

Deborah S. Stinson

Mayor
Attest: Approved as to form:
Joanna Sanders, MMC Steven L. Gross
City Clerk City Attorney
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Resolution 18-027
Page 1 of 2

RESOLUTION NO. 18-027

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON RELATED TO AFFORDABLE HOUSING AT THE CITY’S CHERRY
STREET PROPERTIES; AUTHORIZING THE CITY MANAGER TO EXECUTE A
LOAN AGREEMENT WITH HOMEWARD BOUND

WHEREAS, the City of Port Townsend (“City”) transferred vacant property located in
the 100 block of Cherry Street (a portion of tax parcel 001024075 and a portion of tax parcel
001023005) to Homeward Bound to be used for affordable housing; and,

WHEREAS, the City Manager briefed Council or Council committees at several
meetings, including, but not limited to, September 5 and November 13, 2017 and April 18 and
April 23,2018, regarding the challenges associated with securing commercial financing for
completion of Homeward Bound’s Cherry Street project; and,

WHEREAS, staff recommends the City sell a private placement bond to Kitsap Bank,

and use the proceeds of that bond to loan to Homeward Bound the funds to complete the project;
and,

WHEREAS, the City Council concludes that supporting this housing initiative is in the
best interests of the City;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

1. The City Manager is authorized to loan Homeward Bound an amount not to
exceed $834,000.00 and to execute loan and security documents as necessary. The
funds shall come from bond proceeds if the bond is approved by Council by
separate action, It shall be a condition of the loan that a portion of the bond
proceeds be used to repay the promissory note dated April 27, 2017 from
Homeward Bound to the City. Staff shall prepare a budget adjustment as
necessary.

2. The City Manager is authorized to sign all other documents and agreements
consistent with this Resolution.







Resolution 18-027
Page 2 of 2

ADOPTED by the City Council of the City of Port Townsend at a regular meeting
thereof, held this 7*" day of May, 2018.

Deborah S. Stinson

Mayor
Altest: Approved as to form:
Q C & ‘71 e Uny ™~
C_' \ \—)
Joanna Sanders, MMC Steven L. Gross

City Clerk City Attorney









CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Nora Mitchell

To: Strzalka, Amy (SAQ)

Cc: Sheila Danielson

Subject: FW: Notes to SEFA_FY2017_City of PT
Date: Wednesday, July 18, 2018 3:51:05 PM
Attachments: Notes to SEFA FY2017 City of PT.docx

Is this what you need to finalize the report?

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Sheila Danielson

Sent: Wednesday, July 18, 2018 3:47 PM
To: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Notes to SEFA_FY2017_City of PT

Nora, Please review the Notes to the SEFA.

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public

Records Act (RCW 42.56).
The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.



mailto:NMitchell@cityofpt.us

mailto:strzalkaa@sao.wa.gov

mailto:SDanielson@cityofpt.us

http://www.cityofpt.us/
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City of Port Townsend


Notes to the Schedule of Expenditures of Federal Awards


For the Year Ended December 31, 2017





Note 1 – Basis of Accounting:


This schedule is prepared on the same basis of accounting as the city’s financial statements.  The city uses the cash basis of accounting for all of its funds.


Note 2 – Program Costs:


The amounts shown as current year expenditures represent only the federal grant portion of the program costs.  Entire program costs, including the city’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.


Note 3 – Federal Loans:


The city was approved by the EPA and PWB to receive loans totaling $18,861,455 to improve its drinking water system.  The amount listed for this loan includes the proceeds used during the year.  Both current and prior year loans are also reported on the city’s Schedule of Liabilities.


Note 4 – Indirect Cost Rate:  


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





From: McFarlane, Megan (SA

To: Anthony, Kirsten (SAQ); Sorna, Renata (SAO); Taylor, April (SAO); Schneider, Melody (SAQ
Cc: Wilson, Zachary (SAQ); Strzalka, Amy (SAQ); Seibert, Melinda (SAO); Ehlinger, Carol (SAQ)
Subject: FW: Notification of Correction to Prior Year"s Data Collection Form

Date: Wednesday, January 23, 2019 11:53:35 AM

Deadline for Completion — January 30t

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a
few errors. Here’s what they found for our team:

Yy
Team E‘:: Auditee Name Type of Error Needed Correction
CFDA 66.468 should NOT . April
Port Orchard 2015 | City of Shelton shou Mark "N" for a loan for CFDA 66.468. ac/ Apri
be marked as a loan.
Kitsap Public Health CFDA 66.458 should NOT - Megan / Kirsten
Port Orchard 2016 | Mark "N" for a loan for CFDA 66.458.
District be marked as a loan.
Silverdale Water District CFDA 66.468 should NOT M Renat
Port Orchard 2015 flverdale Water Distric shou Mark "N" for a loan for CFDA 66.468. egan / Renata
No 16 be marked as a loan.
) ) Special Purpose Framework should  [Amy / Melody
. Incorrect input for special
Port Orchard 2017 | City of Port Townsend be corrected on the DCF from CASH
purpose framework N N
to "Regulatory’
Kitsap Public Health Incorrect inout for special Special Purpose Framework should  [Melinda / Kirsten
Port Orchard 2017 | . p P P be corrected on the DCF from CASH
District purpose framework . .
to "Regulatory
On the DCF, the type of opinion Zac / Renata
. should be marked as a shou!d be "S" to indicate this was a
Port Orchard 2017 Central Kitsap School special purbose Special Purpose Framework (with
District No 401 P purp the Special Purpose framework
framework iy
marked as "Regulatory" and "Y" for
required)
Incorrect inout for special Special Purpose Framework should  |{Zac / April
Port Orchard 2017 | Belfair Water District P P be corrected on the DCF from CASH
purpose framework N N
to "Regulatory’

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments
involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. By January 30th please complete the following:
e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)

e Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF

e Re-certify the corrected DCF as the Certifying Auditor

e Submit the corrected DCF

e Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :
http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xIsx (I am not sure if you have access to this worksheet. If

not, please notify the AAM of the date so they can enter it into the worksheet.)

If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAQ)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;




mailto:mcfarlanem@sao.wa.gov

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Anthony, Kirsten5ee

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Sorna, Renataa43

mailto:taylorap@sao.wa.gov

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Schneider, Melodye92

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Wilson, Zachary4ed

mailto:strzalkaa@sao.wa.gov

mailto:seibertm@sao.wa.gov

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Ehlinger, Carol8e3

https://harvester.census.gov/facweb/

http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx

mailto:MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG



jscrews@swd16.org;
NMITCHELL@CITYOEPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem .Wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: McFarlane, Megan (SA

To: Schneider, Melody (SAQ); Amy Strzalka (strzalkaa@sao.wa.gov.
Subject: FW: Notification of Correction to Prior Year"s Data Collection Form
Date: Wednesday, January 23, 2019 12:28:00 PM

Hey Melody — | apologize for sending this to you. Amy told me in a prior email you both already took care of City of Port Townsend, but | didn’t see that
until after | sent this. Sorry about that! Thanks for getting it taken care of so quickly!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO)

Sent: Wednesday, January 23, 2019 11:54 AM

To: Anthony, Kirsten (SAQO) <anthonyk@sao.wa.gov>; Sorna, Renata (SAO) <sornar@sao.wa.gov>; Taylor, April (SAQ) (taylorap@sao.wa.gov)
<taylorap@sao.wa.gov>; Schneider, Melody (SAQO) <schneiderm@sao.wa.gov>

Cc: Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO)
<seibertm@sao.wa.gov>; Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

Importance: High

Deadline for Completion — January 30th

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a

few errors. Here’s what they found for our team:

Year
Team End Auditee Name Type of Error Needed Correction
) CFDA 66.468 should NOT - Zac / April
Port Orchard 2015 | City of Shelton Mark "N" for a loan for CFDA 66.468.
be marked as a loan.
Kit: Public Health CFDA 66.458 should NOT M Kirst
Port Orchard 2016 l_ sap uplichea shou Mark "N" for a loan for CFDA 66.458. egan /Kirsten
District be marked as a loan.
Silverdale Water District CFDA 66.468 should NOT M Renat:
Port Orchard 2015 | >veraaie ater Bistric shou Mark "N" for a loan for CFDA 66.463. | 182"/ Renata
No 16 be marked as a loan.
Incorrect inout for special Special Purpose Framework should ~ |[Amy / Melody
Port Orchard 2017 | City of Port Townsend P P be corrected on the DCF from CASH
purpose framework " ;
to "Regulatory
Special P F k should  |Melinda / Kirst
Kitsap Public Health Incorrect input for special pecial Furpose Framework shou elinda / Kirsten
Port Orchard 2017 | . be corrected on the DCF from CASH
District purpose framework N N
to "Regulatory
On the DCF, the type of opinion Zac / Renata
should be "S" to indicate this was a
; Should be marked as a u, nat I W
Central Kitsap School . Special Purpose Framework (with
Port Orchard 2017 | special purpose )
District No 401 the Special Purpose framework
framework . N o
marked as "Regulatory" and "Y" for
required)
Incorrect inout for special Special Purpose Framework should  [Zac / April
Port Orchard 2017 | Belfair Water District P P be corrected on the DCF from CASH
purpose framework " ;
to "Regulatory

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments
involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. B_\u_a_ny_a_r,y_mm please complete the following:
e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)
e Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF
e Re-certify the corrected DCF as the Certifying Auditor

e Submit the corrected DCF

e Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :
http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx (I am not sure if you have access to this worksheet. If

not, please notify the AAM of the date so they can enter it into the worksheet.)




mailto:mcfarlanem@sao.wa.gov
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If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.0rg;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem @sao.wa.gov>

Cc: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: Seibert, Melinda (SAQ)

To: Anthony, Kirsten (SAQ

Subject: FW: Notification of Correction to Prior Year"s Data Collection Form
Date: Wednesday, January 23, 2019 1:17:00 PM

Let me know how | can help with the Health District.

Melindw Seibert

From: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>
Sent: Wednesday, January 23, 2019 11:54 AM

To: Anthony, Kirsten (SAQO) <anthonyk@sao.wa.gov>; Sorna, Renata (SAO) <sornar@sao.wa.gov>; Taylor, April (SAQ) <taylorap@sao.wa.gov>; Schneider,
Melody (SAO) <schneiderm@sao.wa.gov>
Cc: Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>; Ehlinger,

Carol (SAQ) <ehlingerc@sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

Importance: High

Deadline for Completion — January 30th

TAS recently completed a new type of quality control review where they worked with Team IT Audit to design edit check queries on Federal Clearinghouse
data to see if we had any consequential errors in our Data Collection Forms. While the vast majority of forms passed all their edit checks, they did identify a
few errors. Here’s what they found for our team:

Auditee Name

Type of Error

Needed Correction

City of Shelton

CFDA 66.468 should NOT
be marked as a loan.

Mark "N" for a loan for CFDA 66.468.

Zac / April

Kitsap Public Health
District

CFDA 66.458 should NOT
be marked as a loan.

Mark "N" for a loan for CFDA 66.458.

Megan / Kirsten

Silverdale Water District
No 16

CFDA 66.468 should NOT
be marked as a loan.

Mark "N" for a loan for CFDA 66.468.

Megan / Renata

City of Port Townsend

Incorrect input for special
purpose framework

Special Purpose Framework should
be corrected on the DCF from CASH
to "Regulatory"

IAmy / Melody

Kitsap Public Health
District

Incorrect input for special
purpose framework

Special Purpose Framework should
be corrected on the DCF from CASH
to "Regulatory"

Melinda / Kirsten

Central Kitsap School
District No 401

Should be marked as a
special purpose
framework

On the DCF, the type of opinion
should be "S" to indicate this was a
Special Purpose Framework (with
the Special Purpose framework
marked as "Regulatory" and "Y" for
required)

Zac / Renata

Yi
Team ear
End
Port Orchard 2015
Port Orchard 2016
Port Orchard 2015
Port Orchard 2017
Port Orchard 2017
Port Orchard 2017
Port Orchard 2017

Belfair Water District

Incorrect input for special
purpose framework

Special Purpose Framework should
be corrected on the DCF from CASH
to "Regulatory"

Zac / April

For each of the above audits applicable to you, TAS has asked us to review these and re-submit the Data Collection Forms to correct the errors.
Fortunately, they did not find any errors they believe will affect the reports or workpapers, so you will NOT need to re-issue the audit report or re-open any
TM files. Also, re-submissions will NOT affect the government’s deadline or compliance. You only need to make the corrections to the Data Collection
Form for the specified year above and resubmit it to the Federal Audit clearinghouse using this link. This will require you to work with the governments
involved in order for them to re-certify the corrected DCF.

We have already sent the e-mail communication at the bottom of this e-mail to each applicable entity. B_\u_a_ny_a_r,y_‘;’_Qm please complete the following:
e Re-open the specified DCF above and complete the correction (shown in the “Needed Correction” column above.)
e Ensure the Auditee Certifier (contact below) has re-certified the corrected DCF
e Re-certify the corrected DCF as the Certifying Auditor

e Submit the corrected DCF

e  Enter the date the DCF was submitted to the Clearinghouse on TAS tracking spreadsheet at :
http://saosp/WorkingSites/AuditManagement/Documents/DCF_QCR_Detailed_Results.xlsx (I am not sure if you have access to this worksheet. If

not, please notify the AAM of the date so they can enter it into the worksheet.)

If you have any questions, please ask!

Megan McFarlane
Assistant Audit Manager
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WA State Auditor’s Office
Port Orchard
(360) 895-6133 x 103

From: McFarlane, Megan (SAQ)

Sent: Tuesday, January 22, 2019 10:57 AM

To: Carol Ehlinger (ehlingerc@sao.wa.gov) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Amy Strzalka (strzalkaa@sao.wa.gov)
<strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm @sao.wa.gov>

Subject: FW: Notification of Correction to Prior Year's Data Collection Form

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.org;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;
teri.schnitzer@sheltonwa.gov;
DWEBB.BWD@HCC.NET;
slahaje.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert,
Melinda (SAQ) <seibertm@sao.wa.gov>

Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the Federal Clearinghouse over the last few years. We noticed
a minor data entry error in one or more of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to Clearinghouse
instructions. You should receive an email from the Federal Clearinghouse when we request to re-open the affected Data Collection Form. You should then
also receive an email from the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of the error. Again, we are only
correcting a minor data entry error. The error did not affect the accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any
questions, please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101 (ehlingerc@sao.wa.gov), or myself at ext. 103. Thank
you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: McFarlane, Megan (SAQ)

To: Ehlinger, Carol (SAQ); Wilson, Zachary (SAQ); Strzalka, Amy (SAQ); Seibert, Melinda (SAQ)
Subject: FW: Notification of Correction to Prior Year"s Data Collection Form
Date: Tuesday, January 22, 2019 10:57:06 AM

FYI - Here are the people | sent the e-mail to in blind copy:

MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG;
jscrews@swd16.org;
NMITCHELL@CITYOFPT.US;
paulab@ckschools.org;
DWEBB.BWD@HCC.NET;

teri.schnitzer@sheltonwa.gov;

DWEBB.BWD@HCC.NET;
slahaie.bwd@hcc.net

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: McFarlane, Megan (SAO) <mcfarlanem@sao.wa.gov>

Sent: Tuesday, January 22, 2019 10:56 AM

To: McFarlane, Megan (SAQO) <mcfarlanem@sao.wa.gov>

Cc: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; Wilson, Zachary (SAQO) <wilsonz@sao.wa.gov>;
Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: Notification of Correction to Prior Year's Data Collection Form

Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the
Federal Clearinghouse over the last few years. We noticed a minor data entry error in one or more
of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to
Clearinghouse instructions. You should receive an email from the Federal Clearinghouse when we
request to re-open the affected Data Collection Form. You should then also receive an email from
the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of
the error. Again, we are only correcting a minor data entry error. The error did not affect the
accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any questions,
please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101

(ehlingerc@sao.wa.gov), or myself at ext. 103. Thank you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
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Port Orchard
(360) 895-6133 x 103






From: Schneider, Melody (SAO)

To: Strzalka, Amy (SAQ)
Subject: FW: PDA Auditor Deposit Waiver
Date: Monday, January 7, 2019 8:53:21 AM

Cash Receipting Deposit Waiver

From: Diane Moody <dmoody@fortworden.org>

Sent: Sunday, January 6, 2019 3:03 PM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>
Cc: Dave Robison <drobison@fortworden.org>

Subject: FW: PDA Auditor Deposit Waiver

Melody,
I just want to follow up re: your point on daily deposit waiver. This is the response we received from
the City when George asked during our 2014-2015 audit.

As you may know, Steve is no longer the attorney at the City. Nora did send me an email as well
offering a conversation with you if on this if you would like one.

All the best,
Diane

From: Diane Moody

Sent: Friday, December 30, 2016 11:20 AM
To: 'Holk, George (SAQ)' <holkg@sao.wa.gov>
Subject: FW: PDA Auditor Deposit Waiver

George,
The following is the response from the City re: the Waiver from every 24 hours deposit rule. Please
let me know if you need to speak directly to the City’s attorney on this.

From: Steve Gross [mailto:SGross@cityofpt.us]
Sent: Friday, December 30, 2016 11:11 AM

To: Diane Moody <dmoody@fortworden.org>
Cc: David Timmons <dtimmons@cityofpt.us>; Nora Mitchell <NMitchell@cityofpt.us>; Dave Robison

<drobison@fortworden.org>
Subject: RE: PDA Auditor

Diane,
Nora asked me to respond to your email. The short version is that the City doesn’t have any

authority to grant a waiver. The “treasurer of the local government” referred to in the statute would
be you, not Nora, because the “local government” at issue is the PDA, not the City.
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To help you explain this, I'd refer the auditor to RCW 35.21.730 through 35.21.755 related to the
formation of public corporations (commonly know as public development authorities). As you know,
the statutes make it clear that the PDA is a separate municipal corporation with the same
oblilgations as the City under the state auditing statute.

I’d be happy to discuss this with the audit manager if the manager would like. Also, Nora wanted me
to pass on that she would be happy to discuss the City’s cash handling processes with you and the
audit manager.

Steve

Steve Gross | City Attorney

City of Port Townsend | www.cityofpt.us | sgross@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-5048 | F:(360) 385-4290



http://www.cityofpt.us/
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From: Ehlinger, Carol (SAQ)

To: Strzalka, Amy (SAQ); Schneider, Melody (SAQO)
Subject: Great Job
Date: Wednesday, August 8, 2018 9:50:00 AM

Entity Name:City of Port Townsend
Audit Report #:1021828

Audit #:47282 Manager:Carol Ehlinger

Contact Name:Nora Mitchell Email:nmitchell@cityofpt.us
Position:Finance Director Date Submitted:8/6/2018

Question RatingComments

Audit Staff

1. Were knowledgeable about the entity type and audit areas. 5

2. Responded promptly to our questions. 5

3. Were respectful and professional in their interactions. 5 Great staff on our

audit.

4. Were considerate of our time. 5

5. Provided consistent guidance. 5

6. Gave adequate time to provide input on the audit results. 4

7. Kept us informed of audit progress and potential issues. 5

8. Considered our areas of concern during the course of the audit. 4

Audit Recommendations

9. Communicated during the audit were understandable. 0

10.Were tailored to our particular circumstances and added value. 0

11. Will result in changes to our process. 0
Audit Report
12.Was easy to understand and objectively described the audit 0

results.
13.Provided value. 0

Average:4./5

What about the audit, or audit process did you appreciate?
Audit staff were easy to work with and communicated clearly the plan for the audit
(accountability, single and financial). Our audit manager has not changed the last couple of years
but we had a new audit lead - Melody Schneider - who was excellent to work with. The
discussions seem to continue to be approached in a spirit of cooperation and helpfulness.

Is there anything we could improve about the audit process?

What is the most important part of the audit process to you?
Financial report that is publicly available and represents fair presentation of the City's financial
picture. Collaborative approach to reviewing the recommendations made by the auditors.

Carol Ehlinger

Program Manager

Team Port Orchard
Washington State Auditor
600 Kitsap Street, Suite 201
Port Orchard, WA 98366
360-895-6133 ext. 101
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From: Nora Mitchell

To: Strzalka, Amy (SAQ); Schneider, Melody (SAQO)
Cc: Sheila Danielson; David Timmons

Subject: Homeward Bound Trust Questions

Date: Thursday, June 7, 2018 3:23:38 PM
Attachments: Homeward Bound g&a 06.07.18.pdf

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public

Records Act (RCW 42.56).
The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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Audit of Port Townsend fiscal year 2017 - Area of Concern

Thank you for offering to review areas of concern during your audit. My area of
concern is to review the financial transactions between the city and the non-
profit, Homeward Bound (Trust). Specifically, the financial transactions were:

$250,000 loan to the Trust authorized on June 19, 2017 due in i about 8 months.
(resolution 17-019)

$30,000 grant to the Trust on June 19, 2017 (resolution 17-029). The city-owned
land and building for this project was also granted to the Trust.

Extension of the $250,000 loan to the Trust until December 26, 2018 (resolution
17-052)

Interfund loan to reimburse the General Fund the $250,000 loaned to the Trust.
interfund loan was from the Transmission Line Replacement fund. (resolution 17-

053)

$834,000 loan made to the Trust on May 7, 2018 due in about 42 years.
(resolution 18-027). These funds were borrowed from Kitsap Bond at about
4.85% interest rate and loaned to the Trust at 0% interest rate. First paymenton

this loan was postponed until about 2 years.

My questions include:

1. Was it proper to select this Trust without soliciting any other non-profits.
2. Are transactions in accordance with State laws and procedures.

. Was the interest charged to the initial $250,000 loan paid by the Trust.
Was the long term loan properly authorized at 0%.

Was the grant and property given to the trust proper.

Did the financial statement of the Trust show repayment ability?

> v op W

Any questions please contact me via the city. Thanks, Robert Gray







Homeward Bound (Trust) — questions form Councilmember Gray

1)

2)

3)

4)

5)

6)

Was it proper to select this Trust without soliciting any other non-profits?

Homeward Bound was one of very few local organizations (possibly the only one) whose mission
is to provide low income/affordable housing on the peninsula.  Council approved the selection
of the Trust for this transaction.

Are transactions in accordance with State laws and procedures?

Transactions reviewed and documented by City Attorney. Council approved the following
transactions:

a) Surplus of Cherry Street property for affordable housing purposes

b) Loan/line of credit to Homeward Bound with security interest

c) Extension of the $250,000 loan/line of credit with Homeward Bound

d) Interfund loan to reimburse the General Fund for the loan (see b)

e) $834,000 bond issued by the City via Kitsap Bank

f)  $834,000 loan to Homeward Bound with a total repayment of $925,000 (pending
final document execution in mid-2018)

Was the interest charged to the initial $250,000 loan paid by the Trust?

Not yet. The interest is not due until the loan is repaid (maturity date December 26, 2018) but
interest will be assessed as part of this transaction.

Was the long term loan properly authorized at 0%?

The loan was authorized by the City council (resolution 18-027). Interest rate is approximately
0.5% on this transaction.

Was the grant and property given to the trust proper?

All transactions approved by City Council (see #2 above). Transactions handled and documents
prepared by City Attorney and/or Bond Council.

Did the financial statement of the Trust show repayment ability?

Repayment of this loan is predicated on renting all units at “HUD"/low income qualified rates.
The proforma provided by Homeward Bound considered vacancy factors, operating costs,
property management costs and loan repayment.







Resolution 17-019
Page 1 of 2

RESOLUTION NO. 17-019

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON RELATED TO AFFORDABLE HOUSING AT THE CITY’S CHERRY
STREET PROPERTIES; AUTHORIZING THE CITY MANAGER TO NEGOTIATE
AND EXECUTE AN AGREEMENT WITH HOMEWARD BOUND D/B/A OLYMPIC
HOUSING TRUST, AND AUTHORIZING A LOAN

WHEREAS, the City of Port Townsend (“City”) owns vacant property located in the 100
block of Cherry Street (a portion of tax parccl 001024075 and a portion of tax parcel
001023005); and,

WHEREAS, the City Council, in Resolution 09-035 designated this property as being
suitable for affordable housing purposes under Chapter 3.44 of the Port Townsend Municipal
Code (“PTMC”); and,

WHEREAS, Resolution 11-018 directed the City Manager to “work with owners and
possibly providers to reconfigure Cherry Street to establish buildable lots for affordable housing,
subject to final Council approval on agreements and configuration”; and,

WHEREAS, the Olympic Housing Trust (“the Trust”) is in negotiations with a property
owner in Canada to acquire a four-plex building that could be placed on the Cherry Street
property. They have a tentative contract with Nickel Brothers, Housing Moving USA, Inc. and
Nickel Brothers House Moving, Lid., for the purchase, move, and delivery of this building to
Port Townsend in mid-May 2017; and,

WHEREAS, the Trust is currently seeking institutional and private funding for this
project, but has not secured all its financing; and,

WHEREAS, PTMC 3.44.030, 3.44.040, and 3.44.050 set forth the process for declaring
property designated as suitable for affordable housing purposes as surplus and, if declared
surplus, for disposition of that property. This process requires that the City hold a public hearing
after no less than 10 days’ notice; and,

WHEREAS, to meet this timeline, the City Manager has noticed a public hearing for the
Council’s May 8, 2017 Special Meeting; and,

WHEREAS, if the move timeline is to be met, the Trust would have to do some
preliminary site preparation work before the Council has decided whether to surplus the
property; this work can be done if the property owner (the City) co-signs the application and
approves the proposed work; and,

WHEREAS, Objective 3 of the City’s Three-Year Strategic Plan 2016-2018 is to
“establish systems to support diverse housing options with perpetual affordability” with a Goal
to “establish the City’s role as facilitator for advancing housing initiatives”; and,

AB17-126 Page 5 of 6







Resolution 17-019
Page 2 of 2

WHEREAS, the City Council concludes that supporting this housing initiative is in the
best interests of the City.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

1. The City Manager is authorized to co-sign land use and other permits for
preliminary site work on tax parcels 001024075 and 001023005 and to defer or
waive permit and other fees where consistent with City Code.

2, The City Manager is authorized to loan the Trust an amount not to exceed
$250,000.00 and to execute loan and security documents as necessary. The funds
shall come from the City’s General Fund cash reserves or line of credit. Staff shall
prepare a budget adjustment as necessary.

ADOPTED by the City Council of the City of Port Townsend at a special meeting
thereof, held this 24" day of April, 2017.

e or-ah S'g SOn

Mayor
Alttest: Approved as to form:
ﬁb armo K alire
Joanna Sanders, CMC Steven L. Gross \
City Clerk City Attorney
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David Timmons
City Manager

Cit 4
Yof N nager
W 250 Madison, Suite 2
Port Townsend, WA 98368
Owns e n 360-379-5047 Fax 360-385-4290

dtimmons@cityofpt.us

DATE: April 21, 2017
TO: City Council
FROM: David G. Timmons, City Manager

SUBJECT: Resolution 17-019

As I have announced at previous Council meetings, there exists an opportunity for the City to
assist in the development of affordable housing via the restart of the Homeward Bound Housing
Trust. There is an existing four-plex building scheduled for demolition in Victoria, BC that can
be saved and moved to Port Townsend if we act quickly. The Trust and the City have identified
that the property being presented to you in the special meeting is a perfect location and gives the
Trust the opportunity to work with the site with a potential for developing 4 additional studio
units as a part of the site development. This will give the community 4 two-bedroom and 4
studio rentals held in perpetuity as affordable properties by the Housing Trust.

As mentioned, however, the City and Trust must act quickly to make this happen. The current
plan has the building arriving on the site on May 1 1™, There is acquisition and movement of the
building at a cost of $210,000.00. The contract to acquire this building requires a down payment
and then a final payment once delivered. If we do not secure the property early next week, the
building will not be available.

I am proposing that the City and Trust partner together to make this opportunity happen. The
City’s role in this will be the transfer or long-term lease of the property, a temporary loan if
necessary to ensure the structure is not lost, and deferment and possible waiver of fees in return
for the property being held and managed as affordable housing by the Trust in perpetuity.

1 proposed to ask Council to declare the property to be surplus, and to convey it to the Trust. The
City previously identified this property as a candidate for an affordable housing site. It was an
“out-lot” parcel that was discovered during our review of the City’s golf course. The original
plan was the to have any income from the sale this property earmarked for capital investment at
the golf course. Since this is an assignment to the Trust, there will be no income generated that
could serve that purpose. Given the urgent need for housing of this type, if a capital need is
identified at the golf course then the city should find other ways to make those investments.
Burdening the property to have to pay income to the city will not yield affordability.

The City must hold a hearing to surplus the property and give a 10-day notice. We have started
this process and scheduled the hearing for May 8.

The Trust is working on a funding plan and I feel they will be successful in obtaining the
financing to acquire and finish out the project. However, they may not be able to do this in the
time required. Therefore, I am recommending the City provide a line of credit (loan) to insure







AB17-047 Page 6 of 10

the Trust is successful in securing the building. This would come from the City’s cash reserve or
the existing line of credit the City has established. I anticipate this would be paid back by the
end of the year.

The property portion of this will also provide us an opportunity to formalize a long-standing use
of the property by the Grace Lutheran Church for parking. We may be able to facilitate an
exchange of a portion of this property for some adjacent property owned by the Church. We
have highlighted this on the map, but this is shown as a follow-up action and not necessary for
the current plan.

This is a bold attempt by the City and Trust and does have risks, but I believe we can manage the
risks and be successful in the outcome with the support of the Council. Ilook forward to our
discussions Monday evening.
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Resolution 17-029

RESOLUTION NO. 17-029

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON, AUTHORIZING THE CITY MANAGER TO EXECUTE AN
AGREEMENT WITH HOMEWARD BOUND FOR REIMBURSEMENT OF CAPACITY
IMPROVEMENT COSTS

WHEREAS, The City Council adopted Resolution 17-019 on April 24, 2017,
authorizing the City Manager to enter into agreements with the Grantee in support of Grantee’s
housing initiative; and,

WHEREAS, Council also adopted Resolution 17-021 on May 8, 2017, authorizing the
surplusing of City property and the transfer of that property to Grantee in support of this housing
initiative; and,

WHEREAS, RCW 35.21.685 authorizes the City to assist in the development of
housing for persons of low income by providing loans or grants; and,

WHEREAS, Homeward Bound is in the process of reorganizing to increase its capacity.
As part of this reorganization, it is seeking assistance from other housing providers and land
trusts based in other jurisdictions; and,

WHEREAS, the City Manager has recommended repurposing unexpended 2016 funds
to support this reorganization;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend that the City Manager is authorized to execute a grant agreement with Homeward
Bound d/b/a Olympic Housing Trust to defray costs related to increasing its capacity to manage
the organizations goals in an amount not to exceed $30,000.

ADOPTED by the City Council of the City of Port Townsend at a regular meeting
thereof, held this 19th day of June 2017.

Deborah SSU, son

Mayor
Attest: Approved as to form:
ol Wﬂzg““ﬂ”b@ Mﬁ.
Joanna Sanders, CMC Steven L. Gross

City Clerk City Attorney







Resolution 17-052

RESOLUTION NO. 17-052

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON RELATED TO AFFORDABLE HOUSING; AUTHORIZING THE
CITY MANAGER TO EXTEND THE REPAYMENT DATE ON THE LOAN TO
HOMEWARD BOUND D/B/A OLYMPIC HOUSING TRUST

WHEREAS, the City of Port Townsend (“City”) adopted Resolution 17-019, which in
part authorized the City Manager to enter into a loan agreement with Homeward Bound, d/b/a
Olympic Housing Trust (“Homeward Bound”) for $250,000, which loan was to be repaid not
later than December 26, 2017; and,

WHEREAS, because of market conditions, Homeward Bound has not been able to
secure commercial funding; and,

WHEREAS, the City Manager has recommended extension of the due date for one year,
to allow Homeward Bound’s newly-elected Board of Directors to organize and seek additional
funding.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend that the City Manager is authorized to enter into agreements to extend the loan to
Homeward Bound until December 26", 2018.

ADOPTED by the City Council of the City of Port Townsend at a special meeting

thereof, held this 13th day of November, 2017.
J AT %g%‘_ﬂm
Deborah S. Stifson

Mayor
Attest: Approved as to form:
Gryvy—e ; PWW Ny
Joanna Sanders, MMC ) Steven L. Gross N

City Clerk City Attorney







Resolution 17-053
RESOLUTION NO. 17-053

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON, AUTHORIZING AN INTERFUND LOAN RELATED TO
AFFORDABLE HOUSING

Recitals:

A. This Resolution authorizes a $250,000 interfund loan from the Transmission Line
Replacement Fund to the General Government fund.

B. The City Council adopted Resolution 17-019 on April 24, 2017. The Resolution
authorized a loan from the City to Homeward Bound, a Washington non-profit
corporation for an affordable housing project.

C. The funds used for the loan came from the City’s General Fund.

D. Staff recommends an interfund loan that will be repaid through a permanent financing
plan to be identified by Homeward Bound.

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

1. The City Manager is authorized to take necessary steps and execute necessary documents
to effect an interfund loan from the Transmission Line Replacement Fund to the General

Fund to reimburse the General Fund for the loan to Homeward Bound.

2. The amount is not to exceed $250,000. The term is not to exceed 3 years and one month
at an interest rate equal to the average LGIP investment interest rate for the loan term.

3. The loan will be repaid no later than December 31, 2019.

ADOPTED by the City Council of the City of Port Townsend at a special business
meeting thereof, held this 13th day of November, 2017.

Deborah S. Stinson

Mayor
Attest: Approved as to form:
Joanna Sanders, MMC Steven L. Gross
City Clerk City Attorney
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Resolution 18-027
Page 1 of 2

RESOLUTION NO. 18-027

A RESOLUTION OF THE CITY COUNCIL OF THE CITY OF PORT TOWNSEND,
WASHINGTON RELATED TO AFFORDABLE HOUSING AT THE CITY’S CHERRY
STREET PROPERTIES; AUTHORIZING THE CITY MANAGER TO EXECUTE A
LOAN AGREEMENT WITH HOMEWARD BOUND

WHEREAS, the City of Port Townsend (“City”) transferred vacant property located in
the 100 block of Cherry Street (a portion of tax parcel 001024075 and a portion of tax parcel
001023005) to Homeward Bound to be used for affordable housing; and,

WHEREAS, the City Manager briefed Council or Council committees at several
meetings, including, but not limited to, September 5 and November 13, 2017 and April 18 and
April 23,2018, regarding the challenges associated with securing commercial financing for
completion of Homeward Bound’s Cherry Street project; and,

WHEREAS, staff recommends the City sell a private placement bond to Kitsap Bank,

and use the proceeds of that bond to loan to Homeward Bound the funds to complete the project;
and,

WHEREAS, the City Council concludes that supporting this housing initiative is in the
best interests of the City;

NOW, THEREFORE, BE IT RESOLVED by the City Council of the City of Port
Townsend as follows:

1. The City Manager is authorized to loan Homeward Bound an amount not to
exceed $834,000.00 and to execute loan and security documents as necessary. The
funds shall come from bond proceeds if the bond is approved by Council by
separate action, It shall be a condition of the loan that a portion of the bond
proceeds be used to repay the promissory note dated April 27, 2017 from
Homeward Bound to the City. Staff shall prepare a budget adjustment as
necessary.

2. The City Manager is authorized to sign all other documents and agreements
consistent with this Resolution.







Resolution 18-027
Page 2 of 2

ADOPTED by the City Council of the City of Port Townsend at a regular meeting
thereof, held this 7*" day of May, 2018.

Deborah S. Stinson

Mayor
Altest: Approved as to form:
Q C & ‘71 e Uny ™~
C_' \ \—)
Joanna Sanders, MMC Steven L. Gross

City Clerk City Attorney










From: Strzalka, Amy (SAQ)

To: Ehlinger, Carol (SAQ)

Subject: Homeward Bound

Date: Tuesday, July 17, 2018 9:52:00 AM
Attachments: Response to SAO report .docx

Homeward Bound Loan Follow-Up.docx

Here is the letter from the Councilmember and the summary of our work that we had sent him. Melody sent an
email requesting to meet in person to discuss, and is holding the time on your calendar.

From: Schneider, Melody (SAO)

Sent: Monday, July 16, 2018 8:37 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: FW: City of Port Townsend State Audit Exit Conference Invitation

Hi Amy,

Attached is the response from the Councilman for the City of Port Townsend. Not sure if we need to respond to him
or not.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 16, 2018 8:04 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

Good morning. Attached is my response to your report on my concerns expressed at the entrance conference. At
the entrance you asked if we had any concerns to be covered during the fieldwork on the city audit. I wouldn't
have voice my concerns if I didn't fully expect that the work conducted and subsequent reporting on those concerns
would reflect the high audit standards association with the work of the SAO. You will see that I don't believe it did.

?Robert Gray Member, Port Townsend City Council

From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Sent: Tuesday, July 10, 2018 11:00 AM

To: Robert Gray

Subject: RE: City of Port Townsend State Audit Exit Conference Invitation

Hello Mr. Gray,



mailto:strzalkaa@sao.wa.gov

mailto:/o=WA.GOV/ou=Exchange Administrative Group (FYDIBOHF23SPDLT)/cn=Recipients/cn=Ehlinger, Carol8e3



Subject:  Response to SAO report my questions raised at the entrance conference


To:  SAO Audit Team @ Port Townsend, Wa., during 2018 audit fieldwork 


Thank you for your report on the audit work conducted in response to my concerns expressed at the entrance conference.  However, I believe your report does not show the independence and the quality audit work required by the standards of your profession.    


Regarding the question of independence, while you stated that what you sent me was your report, audit staff clearly copied what the finance director stated in writing immediately after the entrance conference and showed no evidence that the conclusions were reviewed.  


The first paragraph of the report states: “Homeward Bound was one of very few local organizations (possible the only one) whose mission is to provide low income/affordable housing on the peninsula.”   This is an exact quote from the finance director in an email on the day of the entrance conference.  


Regarding questionable audit work conducted, the support for this statement was obviously not reviewed.  There are organizations with the experience, technical knowledge, and financial ability for projects such as these.   The Olympic Community Action Programs (OlyCAP) administers low income housing in apartments and single-family homes. It’s also possible that the Peninsula Housing Authority and Habitat for Humanity could have administered this project.  On the federal level, USDA provides funding for rural projects such as these.  


It is true that OlyCAP was approached to conduct a housing study, but this preceded and had no connection to the Homeward Bound project.  As a board member of OlyCAP, I know that this organization was not asked to submit a proposal for this project.  


Regarding competitive bidding, I did not ask for you to determine if competitive bidding was conducted.  I asked if any other organization had been given the opportunity to submit a proposal and feasibility study.   I think that you would have found that there were none.


Additional audit work would have answered the rest of my questions by reviewing the financial documentation submitted by Homeward Bound for each loan and extension to determine payment ability.   This is not outside your authority since these are public records once they were submitted to the city.  


 If you had reviewed these transactions, I believe that you would have found that no financial documentation was submitted for the initial loan and extension and questionable documentation was submitted for the 42-year loan. 


I questioned the status of the interest on the initial loan because the third transaction was the total cost of the project including the initial $250,000.  I don’t believe that the first loan is still due and payable plus interest on December 26, 2018.  If it is, there is no reason to believe that Homeward Bound will be able to pay this debt.  


I know that the State of Washington and federal agencies have specific requirements for their loan programs, as should the city of Port Townsend.  A helpful audit conclusion by the SAO would be the condition that the city does not have adequate procedures in place for granting and funding direct loans.  


The cause would be because of limited activities and the urgency in making the Homeward Bound loan.  And the effect would be that this condition could raise questions of fairness with other potential borrowers and allegations of conflicts of interest.    These questions were raised by others during the approval of this project.  The recommendation would be to establish loan-making procedures.  


I’m not going to take this any further because I know the Homeward Bound will do its best to make this project a success and I don’t want to delay this any further with the need for affordable housing.   During the deliberation on these financial transactions I recommended additional financial assistance to help Homeward Bound knowing that it would be very difficult for Homeward Bound to succeed financially.   I wish them the best and will support them in my limited way.


Finally, I don’t believe your very limited audit work would justify any additional billings to the city.  





[bookmark: _GoBack]Robert Gray 						July 16, 2018 via email.  




Homeward Bound Loan Follow-up


1.  Was it proper to select this Trust without soliciting any other non-profits?  State law requires competitive procurement for purchases, public works, and professional services. The agreement with the non-profit does not meet any of these criteria.  We reviewed the City’s procurement policy and determined there was no provision regarding competitive procurement for these types of services. Per our discussion with Nora, Olympic Community Action Programs (OlyCAP) had been approached to help provide this service by conducting a housing study, however that never occurred.  Homeward Bound was one of very few local organizations (possibly the only one) whose mission is to provide low income/affordable housing on the Peninsula.  Council approved the selection of the Trust for this transaction. 


2.  Are transactions in accordance with State laws and procedures?  


We determined the City’s transactions were in accordance to RCW 35.21.685


Low-income housing—Loans and grants. - A city or town may assist in the development or preservation of publicly or privately owned housing for persons of low income by providing loans or grants of general municipal funds to the owners or developers of the housing. The loans or grants shall be authorized by the legislative authority of the city or town. They may be made to finance all or a portion of the cost of construction, reconstruction, acquisition, or rehabilitation of housing that will be occupied by a person or family of low income. 





The following transactions were reviewed and documented by City Attorney and approved by City Council:


a) Surplus of Cherry Street property for affordable housing purposes.  (Approved in Resolution No. 11-012 designating Cherry Street as surplus for affordable housing purposes and Resolution No. 17-021)


b) Loan/line of credit to Homeward Bound with security interest (Approved in Resolution 18-027, May 7, 2018)


c) Extension of the $250,000 loan/line of credit with Homeward Bound (Approved in Resolution 17-052, November 13, 2017).


d) Interfund loan to reimburse the General Fund for the loan (see b)


e) $834,000 bond issued by the City via Kitsap Bank (Approved in Resolution 18-027, May 7, 2018)


f) $834,000 loan to Homeward Bound with a total repayment of $925,000 (pending final document execution in mid-2018).


g) As part of the loan there is a Reverter Agreement that states if Homeward Bound defaults on the loans and/or does not operate the property as affordable housing for the very low-income then the property shall revert to the City.   


3.  Was the interest charged to the initial $250,000 loan paid by the Trust? As of yet, the Trust has not paid the interest on the loan.  The interest is not due until the loan is repaid (maturity date December 26, 2018).  We reviewed the Line of Credit Promissory Note Amendment 1 and determined the $250,000 Line of Credit payment and interest had be extended to December 26, 2018.  Since the City uses a cash basis of accounting, the interest will be calculated at the maturity date and will be included in the repayment amount. Interest will be calculated at the average LGIP rate for the period (since that is the rate of interest the City would have earned on the funds).


4.  Was the long term loan properly authorized at 0%?  The loan was authorized by the City council (resolution 18-027).  Per Nora Mitchell the effective interest rate is approximately 0.5% on this transaction, which will be included in the final payment at maturity. The loan was authorized by City Council. It is allowable for them to structure the “compensation” for services rendered in any way they choose, including a low- or no-interest loan. 


5.  Was the grant and property given to the trust proper?  Provision of the grant and property to the trust was properly approved by City Council. The City provided the grant and property to the trust to enable the trust to provide low-income housing. In essence, the grant/property were compensation given by the City in exchange for services (provision of low-income housing). We reviewed the Purchase/Sale Agreement that stipulates in order to further the City’s public policy to support affordable housing as set forth in the City’s Comprehensive Plan, Chapter 3.44 of the Port Townsend Municipal Code, the City sold the property to Homeward Bound for $1 and to provide the buyer with interim financing in the form of a Credit Promissory Note.  In exchange, Homeward Bound will maintain the property and only use it for purposes of providing affordable housing for a period not less than forty (40) years from the date of the Deed.  If Homeward Bound defaults on its line of Credit and/or fails to rent the property for affordable housing purposes the property will be reverted back to City.


6.  Did the financial statement of the Trust show repayment ability?  It is outside the scope and the authority of SAO to review a private entity’s financial statements and determine financial solvency.    





[bookmark: _GoBack]
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Please find attached our report that addresses the questions you had raised during the entrance conference. We will
also go over these during the exit conference. Please let me know if you have any questions.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 9, 2018 11:45 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

?Dear Assistant State Auditor Schneider,

If it's within your audit procedures, I was wondering if I could get a preliminary briefing by you or by a member of
your staff on the area of concern that I raised at the entrance conference. It was my concern about the processing of
loans to the non-profit entity Homeward Bound. We could do that in person, by phone, or by email depending on
your schedule.

A short summary of your review and conclusions regarding this subject would be appreciated.

Thank you,

Robert Gray





360-643-3793

From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov<mailto:schneiderm@sao.wa.gov>>

Sent: Monday, July 9, 2018 10:35 AM
To: Deborah Stinson; Robert Gray; Ariel Speser; Amy Howard; Pamela Adams; Michelle Sandoval; David Faber
Cc: Nora Mitchell; Sheila Danielson; David Timmons

Subject: City of Port Townsend State Audit Exit Conference Invitation

Dear Council Members:

We have completed our audit of the City of Port Townsend for the fiscal year 2017and wanted to share our
preliminary results with you. We are inviting you to attend an exit conference with your staff that we have
scheduled for 3:30pm on Friday, July 27, 2018 at City Hall.

We believe participation at the exit conference by you and others charged with the management and governance of
the City is an essential part of our audit process. It gives you an opportunity to hear our conclusions and discuss
with us the resolution of any audit issues.

Please note that if a quorum of council members attend the exit conference, the City is responsible for ensuring
requirements of the Open Public Meetings Act are met.

If you have any questions or matters that you would like to discuss with us before the exit conference, feel free to
contact me by email at schneiderm@sao.wa.gov<mailto:schneiderm@sao.wa.gov>.

Sincerely,

Melody Schneider



mailto:schneiderm@sao.wa.gov

mailto:schneiderm@sao.wa.gov



Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366

360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public Records Act
(RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third party
requesters under the Public Records Act.






From: McFarlane, Megan (SAQ)

To: Megan McFarlane (mcfarlanem@sao.wa.gov)

Cc: Carol Ehlinger (ehlingerc@sao.wa.gov); Wilson, Zachary (SAO); Amy Strzalka (strzalkaa@sao.wa.gov); Seibert,
Melinda (SAO)

Bcc: MELISSA.LAIRD@KITSAPPUBLICHEALTH.ORG; jscrews@swd16.org; NMITCHELL@CITYOFPT.US;

paulab@ckschools.org; DWEBB.BWD@HCC.NET; teri.schnitzer@sheltonwa.gov; DWEBB.BWD@HCC.NET;
slahaie.bwd@hcc.net

Subject: Notification of Correction to Prior Year"s Data Collection Form
Date: Tuesday, January 22, 2019 10:55:00 AM
Hello,

The State Auditor’s Office recently ran data analytics on Data Collection Forms submitted to the
Federal Clearinghouse over the last few years. We noticed a minor data entry error in one or more
of the Forms submitted for your entity that we need to fix to ensure it is accurate, according to
Clearinghouse instructions. You should receive an email from the Federal Clearinghouse when we
request to re-open the affected Data Collection Form. You should then also receive an email from
the Federal Clearinghouse when it is ready for you to re-certify the form following our correction of
the error. Again, we are only correcting a minor data entry error. The error did not affect the
accuracy of your Audit Report, audit opinion(s), or financial statements. If you have any questions,
please don’t hesitate to contact Carol Ehlinger, Audit Manager, at (360) 895-6133 x 101
(ehlingerc@sao.wa.gov), or myself at ext. 103. Thank you.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103
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From: Sheila Danielson

To: Strzalka, Amy (SAQ)

Cc: Nora Mitchell; Schneider, Melody (SAQ)
Subject: RE: Annual Report Submitted

Date: Wednesday, May 9, 2018 11:52:46 AM
Amy,

| just wanted to touch base on this and let you know that we posed the question to our Public Works
staff who coordinate all the Federal / State Loans & Grants.

The primary staff person who handles this is on vacation, so | won’t know the answer until she
returns next week. | am fairly confident that she has reported appropriately.

Is there anything else you need from us before you come on site that | can put together in advance
for you?

Thank you!

Sheila

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]

Sent: Wednesday, April 25, 2018 1:56 PM

To: Sheila Danielson <SDanielson@cityofpt.us>

Cc: Nora Mitchell <NMitchell@cityofpt.us>; Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>
Subject: RE: Annual Report Submitted

Hi Sheila,
Congratulations on getting filed so early!

One thing | would highly suggest you do (if you haven’t already) is check in with the pass through
agency for the Drinking Water State Revolving Fund grant and see if you can confirm the breakdown
of the state/federal funding sources for the 2017 expenditures.

Over the past couple years, we have had multiple entities that had us perform a single audit thinking
the funding for that grant program was federal, only to find out afterwards that the funding was
actually from the state and no single audit was required. (That particular program is one that the
state pass through can fund with state or federal funds, or a combination of both, and does not
always communicate the funding sources timely).

Once you've confirmed the funding sources, please let me know (and if it changes your SEFA
amounts, you can go ahead and just revise that and resubmit prior to the audit) so | can make sure
we adjust our schedule as appropriate if a single audit turns out not to be needed. (We would still
perform your audit starting in May as currently planned, just would not need to be there as long if
no single audit is required).

Thanks and looking forward to working with you again,

Amy Strzalka
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From: Sheila Danielson <SDanielson@cityofpt.us>
Sent: Wednesday, April 25, 2018 1:20 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Annual Report Submitted

Hi Amy,

This is just a note that | submitted our Annual Report today. Please let me know if you need
anything else or have any questions.

Thank you!

Sheila

Sheila Danielson | Finance Manager

City of Port Townsend | www.cityofpt.us | sdanielson@cityofpt.us
250 Madison St. Suite 1, Port Townsend, WA 98368

P:(360) 379-4406 | F:(360)302-2201

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Sheila Danielson

Cc: Nora Mitchell; Schneider, Melody (SAQ)
Subject: RE: Annual Report Submitted

Date: Wednesday, May 9, 2018 12:05:00 PM
Hi Sheila,

Thanks for the follow-up. As soon as the person gets back and you are able to confirm for sure,
please let us know.

Melody will be the audit lead this year, and is planning to start onsite on May 21. She will
communicate with you regarding any potential items she needs once she starts the offsite planning
(which will probably be towards the end of next week). However, she will definitely need to have the
bank statements for the entire audit period, the year-end bank reconciliation, the supporting
documentation for items presented on the Schedule 9 (support for long-term debt, compensated
absences, etc), supporting documents for the amounts reported on the SEFA, and a list of adjusting
journal entries processed at year-end and throughout the period, as applicable. So if you are able to
start gathering some of that together in advance, that would be great.

Also, as part of planning procedures, Melody will need to meet (separately) with Nora, the City
Manager, and a Council member to perform a risk assessment inquiry. The inquiries should be
performed as early in the audit as possible (within the first few days would be best) so it would be
very helpful if you could identify potential timeframes for those meetings (Finance Director and City
Manager meetings usually take 30 min-1 hour, Council member meeting typically takes about 15
minutes) and coordinate with Melody so those are already set up when she arrives onsite.

Thanks so much,

Amy Strzalka

From: Sheila Danielson <SDanielson@cityofpt.us>

Sent: Wednesday, May 9, 2018 11:53 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Cc: Nora Mitchell <NMitchell@cityofpt.us>; Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>
Subject: RE: Annual Report Submitted

Amy,

| just wanted to touch base on this and let you know that we posed the question to our Public Works
staff who coordinate all the Federal / State Loans & Grants.

The primary staff person who handles this is on vacation, so | won’t know the answer until she
returns next week. | am fairly confident that she has reported appropriately.

Is there anything else you need from us before you come on site that | can put together in advance
for you?

Thank youl!

Sheila
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From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]
Sent: Wednesday, April 25, 2018 1:56 PM

To: Sheila Danielson <SDanielson@cityofpt.us>
Cc: Nora Mitchell <NMitchell@cityofpt.us>; Schneider, Melody (SAO) <schneiderm@sao.wa.gov>
Subject: RE: Annual Report Submitted

Hi Sheila,
Congratulations on getting filed so early!

One thing | would highly suggest you do (if you haven’t already) is check in with the pass through
agency for the Drinking Water State Revolving Fund grant and see if you can confirm the breakdown
of the state/federal funding sources for the 2017 expenditures.

Over the past couple years, we have had multiple entities that had us perform a single audit thinking
the funding for that grant program was federal, only to find out afterwards that the funding was
actually from the state and no single audit was required. (That particular program is one that the
state pass through can fund with state or federal funds, or a combination of both, and does not
always communicate the funding sources timely).

Once you’ve confirmed the funding sources, please let me know (and if it changes your SEFA
amounts, you can go ahead and just revise that and resubmit prior to the audit) so | can make sure
we adjust our schedule as appropriate if a single audit turns out not to be needed. (We would still
perform your audit starting in May as currently planned, just would not need to be there as long if
no single audit is required).

Thanks and looking forward to working with you again,

Amy Strzalka

From: Sheila Danielson <SDanielson@cityofpt.us>
Sent: Wednesday, April 25, 2018 1:20 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Annual Report Submitted

Hi Amy,

This is just a note that | submitted our Annual Report today. Please let me know if you need
anything else or have any questions.

Thank you!

Sheila
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Sheila Danielson | Finance Manager

City of Port Townsend | www.cityofpt.us | sdanielson@cityofpt.us
250 Madison St. Suite 1, Port Townsend, WA 98368

P:(360) 379-4406 | F:(360)302-2201

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Nora Mitchell

To: Strzalka, Amy (SAQ); Schneider, Melody (SAQO)
Cc: Sheila Danielson

Subject: RE: Annual Report Submitted

Date: Wednesday, May 9, 2018 4:48:06 PM
Melody

Just wanted to let you know that | will be out of the office on May 23 30" Sheila will be on

point for our team but | want to make sure and find some time with you on May 21t or 22" to
understand the scope of the accountability audit and to make sure you have everything you need.

We look forward to working with you.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]

Sent: Wednesday, May 9, 2018 12:05 PM

To: Sheila Danielson <SDanielson@cityofpt.us>

Cc: Nora Mitchell <NMitchell@cityofpt.us>; Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>
Subject: RE: Annual Report Submitted

Hi Sheila,

Thanks for the follow-up. As soon as the person gets back and you are able to confirm for sure,
please let us know.

Melody will be the audit lead this year, and is planning to start onsite on May 21. She will
communicate with you regarding any potential items she needs once she starts the offsite planning
(which will probably be towards the end of next week). However, she will definitely need to have the
bank statements for the entire audit period, the year-end bank reconciliation, the supporting
documentation for items presented on the Schedule 9 (support for long-term debt, compensated
absences, etc), supporting documents for the amounts reported on the SEFA, and a list of adjusting
journal entries processed at year-end and throughout the period, as applicable. So if you are able to
start gathering some of that together in advance, that would be great.

Also, as part of planning procedures, Melody will need to meet (separately) with Nora, the City
Manager, and a Council member to perform a risk assessment inquiry. The inquiries should be
performed as early in the audit as possible (within the first few days would be best) so it would be
very helpful if you could identify potential timeframes for those meetings (Finance Director and City
Manager meetings usually take 30 min-1 hour, Council member meeting typically takes about 15
minutes) and coordinate with Melody so those are already set up when she arrives onsite.
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Thanks so much,

Amy Strzalka

From: Sheila Danielson <SDanielson@cityofpt.us>

Sent: Wednesday, May 9, 2018 11:53 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Cc: Nora Mitchell <NMitchell@cityofpt.us>; Schneider, Melody (SAO) <schneiderm@sao.wa.gov>
Subject: RE: Annual Report Submitted

Amy,

| just wanted to touch base on this and let you know that we posed the question to our Public Works
staff who coordinate all the Federal / State Loans & Grants.

The primary staff person who handles this is on vacation, so | won’t know the answer until she
returns next week. | am fairly confident that she has reported appropriately.

Is there anything else you need from us before you come on site that | can put together in advance
for you?

Thank you!

Sheila

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]
Sent: Wednesday, April 25, 2018 1:56 PM

To: Sheila Danielson <SDanielson@cityofpt.us>
Cc: Nora Mitchell <NMitchell @cityofpt.us>; Schneider, Melody (SAQ) <schneiderm@sao.wa.gov>
Subject: RE: Annual Report Submitted

Hi Sheila,
Congratulations on getting filed so early!

One thing | would highly suggest you do (if you haven’t already) is check in with the pass through
agency for the Drinking Water State Revolving Fund grant and see if you can confirm the breakdown
of the state/federal funding sources for the 2017 expenditures.

Over the past couple years, we have had multiple entities that had us perform a single audit thinking
the funding for that grant program was federal, only to find out afterwards that the funding was
actually from the state and no single audit was required. (That particular program is one that the
state pass through can fund with state or federal funds, or a combination of both, and does not
always communicate the funding sources timely).

Once you’ve confirmed the funding sources, please let me know (and if it changes your SEFA
amounts, you can go ahead and just revise that and resubmit prior to the audit) so | can make sure
we adjust our schedule as appropriate if a single audit turns out not to be needed. (We would still
perform your audit starting in May as currently planned, just would not need to be there as long if
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no single audit is required).

Thanks and looking forward to working with you again,

Amy Strzalka

From: Sheila Danielson <SDanielson@cityofpt.us>
Sent: Wednesday, April 25, 2018 1:20 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Annual Report Submitted

Hi Amy,

This is just a note that | submitted our Annual Report today. Please let me know if you need
anything else or have any questions.

Thank you!

Sheila

Sheila Danielson | Finance Manager

City of Port Townsend | www.cityofpt.us | sdanielson@cityofpt.us
250 Madison St. Suite 1, Port Townsend, WA 98368

P:(360) 379-4406 | F:(360)302-2201

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Sheila Danielson

Cc: Nora Mitchell; Schneider, Melody (SAQ)
Subject: RE: Annual Report Submitted

Date: Wednesday, April 25, 2018 1:55:00 PM
Hi Sheila,

Congratulations on getting filed so early!

One thing | would highly suggest you do (if you haven’t already) is check in with the pass through
agency for the Drinking Water State Revolving Fund grant and see if you can confirm the breakdown
of the state/federal funding sources for the 2017 expenditures.

Over the past couple years, we have had multiple entities that had us perform a single audit thinking
the funding for that grant program was federal, only to find out afterwards that the funding was
actually from the state and no single audit was required. (That particular program is one that the
state pass through can fund with state or federal funds, or a combination of both, and does not
always communicate the funding sources timely).

Once you've confirmed the funding sources, please let me know (and if it changes your SEFA
amounts, you can go ahead and just revise that and resubmit prior to the audit) so | can make sure
we adjust our schedule as appropriate if a single audit turns out not to be needed. (We would still
perform your audit starting in May as currently planned, just would not need to be there as long if
no single audit is required).

Thanks and looking forward to working with you again,

Amy Strzalka

From: Sheila Danielson <SDanielson@cityofpt.us>
Sent: Wednesday, April 25, 2018 1:20 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Annual Report Submitted

Hi Amy,

This is just a note that | submitted our Annual Report today. Please let me know if you need
anything else or have any questions.

Thank youl!

Sheila

Sheila Danielson | Finance Manager
City of Port Townsend | www.cityofpt.us | sdanielson@cityofpt.us
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250 Madison St. Suite 1, Port Townsend, WA 98368
P:(360) 379-4406 | F:(360)302-2201

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Strzalka, Amy (SAQ)

To: Nora Mitchell

Cc: Sheila Danielson

Subject: RE: Audit Schedule

Date: Tuesday, April 10, 2018 11:12:00 AM

Wonderful, thanks Noral

I will get back to you with an estimated timeframe/number of auditors later this week.

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Tuesday, April 10, 2018 11:10 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Audit Schedule

Yes, we plan to submit no later than the end of April.  Sheila is out May 4" and 7t but other than
that we should be available to get started. Once you have some dates nailed down, let us know and
we will book a room for your team. Also, let us know how many you expect on site.

Thanks.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAO) [mailto:strzalkaa@sao.wa.gov]
Sent: Tuesday, April 10, 2018 7:59 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: Audit Schedule

Hi Nora,

| am working on our team’s summer audit schedule. One of our team members (Cheryl Friesen)
contacts all our entities with single audits early in the year to confirm they will need a single audit,
and get an idea of when they’ll be ready for audit.

For City of PT, she has noted that you will be ready for audit starting May 1. Do you still anticipate
being ready on that timeline? We should be available to perform your audit in May, but want to

confirm that timeline since it would require filing prior to the May 31 deadline.

Thanks,

Amy Strzalka
Assistant Audit Manager
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Team Port Orchard
State Auditor’s Office

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Strzalka, Amy (SAQ)

To: Nora Mitchell

Cc: Sheila Danielson; Schneider, Melody (SAQ)
Subject: RE: Audit Schedule

Date: Wednesday, April 11, 2018 9:42:00 AM

Hi Nora,

At this point, | anticipate the onsite portion of the audit will start May 14™ and last until about the
second week of June. So if you can reserve a room for that time period, that would be great!

There will be two auditors scheduled on the audit, and | will occasionally come work onsite as well.
So a maximum of three of us at a time.

The audit lead this year will be Melody Schneider (I have copied her on this email). She will touch
base with you when it gets closer to the audit to confirm the onsite start date.

Thanks,

Amy Strzalka

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Tuesday, April 10, 2018 11:10 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Audit Schedule

Yes, we plan to submit no later than the end of April.  Sheila is out May 4" and 7t but other than
that we should be available to get started. Once you have some dates nailed down, let us know and
we will book a room for your team. Also, let us know how many you expect on site.

Thanks.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAO) [mailto:strzalkaa@sao.wa.gov]
Sent: Tuesday, April 10, 2018 7:59 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: Audit Schedule

Hi Nora,

| am working on our team’s summer audit schedule. One of our team members (Cheryl Friesen)
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contacts all our entities with single audits early in the year to confirm they will need a single audit,
and get an idea of when they’ll be ready for audit.

For City of PT, she has noted that you will be ready for audit starting May 1. Do you still anticipate
being ready on that timeline? We should be available to perform your audit in May, but want to
confirm that timeline since it would require filing prior to the May 31 deadline.

Thanks,

Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Nora Mitchell

To: Strzalka, Amy (SAQ)

Cc: Sheila Danielson; Schneider, Melody (SAQ)
Subject: RE: Audit Schedule

Date: Wednesday, April 11, 2018 9:48:50 AM

Sheila reminded me that | will be out the 23" through the 31°%. However, Sheila will be here. | can
also be available by phone if there is anything urgent. If at all possible, would we be able to start
the accountability audit first so | have a good understanding of the areas you will be covering?

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]

Sent: Wednesday, April 11, 2018 9:42 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Schneider, Melody (SAO)
<schneiderm@sao.wa.gov>

Subject: RE: Audit Schedule

Hi Nora,

At this point, | anticipate the onsite portion of the audit will start May 14" and last until about the
second week of June. So if you can reserve a room for that time period, that would be great!

There will be two auditors scheduled on the audit, and | will occasionally come work onsite as well.
So a maximum of three of us at a time.

The audit lead this year will be Melody Schneider (I have copied her on this email). She will touch
base with you when it gets closer to the audit to confirm the onsite start date.

Thanks,

Amy Strzalka

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Tuesday, April 10, 2018 11:10 AM

To: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>
Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Audit Schedule
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Yes, we plan to submit no later than the end of April. ~ Sheila is out May 4" and 7t but other than
that we should be available to get started. Once you have some dates nailed down, let us know and
we will book a room for your team. Also, let us know how many you expect on site.

Thanks.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAO) [mailto:strzalkaa@sao.wa.gov]
Sent: Tuesday, April 10, 2018 7:59 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: Audit Schedule

Hi Nora,

I am working on our team’s summer audit schedule. One of our team members (Cheryl Friesen)
contacts all our entities with single audits early in the year to confirm they will need a single audit,
and get an idea of when they’ll be ready for audit.

For City of PT, she has noted that you will be ready for audit starting May 1. Do you still anticipate
being ready on that timeline? We should be available to perform your audit in May, but want to
confirm that timeline since it would require filing prior to the May 31 deadline.

Thanks,

Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Nora Mitchell

Cc: Sheila Danielson; Schneider, Melody (SAQ)
Subject: RE: Audit Schedule

Date: Wednesday, April 11, 2018 9:52:00 AM

Hi Nora,

Absolutely! Melody will be doing as much offsite planning as possible prior to the onsite start date,
but once she gets onsite there are some additional planning procedures she needs to complete (for
example, the risk assessment inquiries) before we can finalize our selection of accountability areas.
However, | would expect us to have the areas selected by the end of the first week, so she can go
over them with you at that point so you know what we plan to look at (even if we don’t have the
formal entrance until you get back).

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Wednesday, April 11, 2018 9:49 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; Schneider, Melody (SAO)
<schneiderm@sao.wa.gov>

Subject: RE: Audit Schedule

Sheila reminded me that I will be out the 23 through the 31%%. However, Sheila will be here. |can
also be available by phone if there is anything urgent. If at all possible, would we be able to start
the accountability audit first so | have a good understanding of the areas you will be covering?

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]
Sent: Wednesday, April 11, 2018 9:42 AM

To: Nora Mitchell <NMitchell@cityofpt.us>
Cc: Sheila Danielson <SDanielson@cityofpt.us>; Schneider, Melody (SAQ)

<schneiderm@sao.wa.gov>
Subject: RE: Audit Schedule

Hi Nora,

At this point, | anticipate the onsite portion of the audit will start May 14th, and last until about the
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second week of June. So if you can reserve a room for that time period, that would be great!

There will be two auditors scheduled on the audit, and | will occasionally come work onsite as well.
So a maximum of three of us at a time.

The audit lead this year will be Melody Schneider (I have copied her on this email). She will touch
base with you when it gets closer to the audit to confirm the onsite start date.

Thanks,

Amy Strzalka

From: Nora Mitchell <NMitchell@cityofpt.us>
Sent: Tuesday, April 10, 2018 11:10 AM
To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>
Subject: RE: Audit Schedule

Yes, we plan to submit no later than the end of April.  Sheila is out May 4™ and 7" but other than
that we should be available to get started. Once you have some dates nailed down, let us know and
we will book a room for your team.  Also, let us know how many you expect on site.

Thanks.

Nora Mitchell | Director, Finance & Administrative Services

City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]
Sent: Tuesday, April 10, 2018 7:59 AM

To: Nora Mitchell <NMitchell@cityofpt.us>
Subject: Audit Schedule

Hi Nora,

I am working on our team’s summer audit schedule. One of our team members (Cheryl Friesen)
contacts all our entities with single audits early in the year to confirm they will need a single audit,
and get an idea of when they’ll be ready for audit.

For City of PT, she has noted that you will be ready for audit starting May 1. Do you still anticipate
being ready on that timeline? We should be available to perform your audit in May, but want to

confirm that timeline since it would require filing prior to the May 31 deadline.

Thanks,
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Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Nora Mitchell

To: Strzalka, Amy (SAQ)

Cc: Sheila Danielson

Subject: RE: Audit Schedule

Date: Tuesday, April 10, 2018 11:09:52 AM

Yes, we plan to submit no later than the end of April.  Sheila is out May 4" and 71" but other than
that we should be available to get started. Once you have some dates nailed down, let us know and
we will book a room for your team. Also, let us know how many you expect on site.

Thanks.

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

From: Strzalka, Amy (SAQ) [mailto:strzalkaa@sao.wa.gov]
Sent: Tuesday, April 10, 2018 7:59 AM

To: Nora Mitchell <NMitchell@cityofpt.us>

Subject: Audit Schedule

Hi Nora,

I am working on our team’s summer audit schedule. One of our team members (Cheryl Friesen)
contacts all our entities with single audits early in the year to confirm they will need a single audit,
and get an idea of when they’ll be ready for audit.

For City of PT, she has noted that you will be ready for audit starting May 1. Do you still anticipate
being ready on that timeline? We should be available to perform your audit in May, but want to
confirm that timeline since it would require filing prior to the May 31 deadline.

Thanks,

Amy Strzalka

Assistant Audit Manager
Team Port Orchard
State Auditor’s Office

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Schneider, Melody (SAO)
Subject: RE: City of Port Townsend State Audit Exit Conference Invitation
Date: Monday, July 16, 2018 8:43:00 AM

We can discuss this tomorrow when I'm at the County.

From: Schneider, Melody (SAO)

Sent: Monday, July 16, 2018 8:37 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: FW: City of Port Townsend State Audit Exit Conference Invitation

Hi Amy,

Attached is the response from the Councilman for the City of Port Townsend. Not sure if we need to respond to him
or not.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 16, 2018 8:04 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

Good morning. Attached is my response to your report on my concerns expressed at the entrance conference. At
the entrance you asked if we had any concerns to be covered during the fieldwork on the city audit. I wouldn't
have voice my concerns if I didn't fully expect that the work conducted and subsequent reporting on those concerns
would reflect the high audit standards association with the work of the SAO. You will see that I don't believe it did.

7Robert Gray Member, Port Townsend City Council

From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Sent: Tuesday, July 10, 2018 11:00 AM

To: Robert Gray

Subject: RE: City of Port Townsend State Audit Exit Conference Invitation

Hello Mr. Gray,
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Please find attached our report that addresses the questions you had raised during the entrance conference. We will
also go over these during the exit conference. Please let me know if you have any questions.

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 9, 2018 11:45 AM

To: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

?Dear Assistant State Auditor Schneider,

If it's within your audit procedures, I was wondering if I could get a preliminary briefing by you or by a member of
your staff on the area of concern that I raised at the entrance conference. It was my concern about the processing of
loans to the non-profit entity Homeward Bound. We could do that in person, by phone, or by email depending on
your schedule.

A short summary of your review and conclusions regarding this subject would be appreciated.

Thank you,

Robert Gray





360-643-3793

From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov<mailto:schneiderm@sao.wa.gov>>

Sent: Monday, July 9, 2018 10:35 AM
To: Deborah Stinson; Robert Gray; Ariel Speser; Amy Howard; Pamela Adams; Michelle Sandoval; David Faber
Cc: Nora Mitchell; Sheila Danielson; David Timmons

Subject: City of Port Townsend State Audit Exit Conference Invitation

Dear Council Members:

We have completed our audit of the City of Port Townsend for the fiscal year 2017and wanted to share our
preliminary results with you. We are inviting you to attend an exit conference with your staff that we have
scheduled for 3:30pm on Friday, July 27, 2018 at City Hall.

We believe participation at the exit conference by you and others charged with the management and governance of
the City is an essential part of our audit process. It gives you an opportunity to hear our conclusions and discuss
with us the resolution of any audit issues.

Please note that if a quorum of council members attend the exit conference, the City is responsible for ensuring
requirements of the Open Public Meetings Act are met.

If you have any questions or matters that you would like to discuss with us before the exit conference, feel free to
contact me by email at schneiderm@sao.wa.gov<mailto:schneiderm@sao.wa.gov>.

Sincerely,

Melody Schneider

Assistant State Auditor
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600 Kitsap Street Suite 201
Port Orchard WA 98366

360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public Records Act
(RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third party
requesters under the Public Records Act.






From: Strzalka, Amy (SAQ)

To: Schneider, Melody (SAQ)

Subject: RE: City of Port Townsend State Audit Exit Conference Invitation
Date: Monday, July 9, 2018 12:43:00 PM

Attachments: Homeward Bound Loan Follow-Up.docx

Here you go. Please take a look and make sure it looks good before you send it.

From: Schneider, Melody (SAO)

Sent: Monday, July 9, 2018 11:47 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>

Subject: FW: City of Port Townsend State Audit Exit Conference Invitation

Hi Amy,

I sent out the Exit invitation to the Port Townsend City Council and go the following response from the member that
had the questions regarding the Homeward Bound loan. How do you suggest I proceed?

Thank you,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

From: Robert Gray <RGray@cityofpt.us>

Sent: Monday, July 9, 2018 11:45 AM

To: Schneider, Melody (SAQO) <schneiderm@sao.wa.gov>

Subject: Re: City of Port Townsend State Audit Exit Conference Invitation

?Dear Assistant State Auditor Schneider,

If it's within your audit procedures, [ was wondering if I could get a preliminary briefing by you or by a member of
your staff on the area of concern that I raised at the entrance conference. It was my concern about the processing of

loans to the non-profit entity Homeward Bound. We could do that in person, by phone, or by email depending on
your schedule.

A short summary of your review and conclusions regarding this subject would be appreciated.

Thank you,

Robert Gray

360-643-3793
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Homeward Bound Loan Follow-up


1.  Was it proper to select this Trust without soliciting any other non-profits?  State law requires competitive procurement for purchases, public works, and professional services. The agreement with the non-profit does not meet any of these criteria.  We reviewed the City’s procurement policy and determined there was no provision regarding competitive procurement for these types of services. Per our discussion with Nora, Olympic Community Action Programs (OlyCAP) had been approached to help provide this service by conducting a housing study, however that never occurred.  Homeward Bound was one of very few local organizations (possibly the only one) whose mission is to provide low income/affordable housing on the Peninsula.  Council approved the selection of the Trust for this transaction. 


2.  Are transactions in accordance with State laws and procedures?  


We determined the City’s transactions were in accordance to RCW 35.21.685


Low-income housing—Loans and grants. - A city or town may assist in the development or preservation of publicly or privately owned housing for persons of low income by providing loans or grants of general municipal funds to the owners or developers of the housing. The loans or grants shall be authorized by the legislative authority of the city or town. They may be made to finance all or a portion of the cost of construction, reconstruction, acquisition, or rehabilitation of housing that will be occupied by a person or family of low income. 





The following transactions were reviewed and documented by City Attorney and approved by City Council:


a) Surplus of Cherry Street property for affordable housing purposes.  (Approved in Resolution No. 11-012 designating Cherry Street as surplus for affordable housing purposes and Resolution No. 17-021)


b) Loan/line of credit to Homeward Bound with security interest (Approved in Resolution 18-027, May 7, 2018)


c) Extension of the $250,000 loan/line of credit with Homeward Bound (Approved in Resolution 17-052, November 13, 2017).


d) Interfund loan to reimburse the General Fund for the loan (see b)


e) $834,000 bond issued by the City via Kitsap Bank (Approved in Resolution 18-027, May 7, 2018)


f) $834,000 loan to Homeward Bound with a total repayment of $925,000 (pending final document execution in mid-2018).


g) As part of the loan there is a Reverter Agreement that states if Homeward Bound defaults on the loans and/or does not operate the property as affordable housing for the very low-income then the property shall revert to the City.   


3.  Was the interest charged to the initial $250,000 loan paid by the Trust? As of yet, the Trust has not paid the interest on the loan.  The interest is not due until the loan is repaid (maturity date December 26, 2018).  We reviewed the Line of Credit Promissory Note Amendment 1 and determined the $250,000 Line of Credit payment and interest had be extended to December 26, 2018.  Since the City uses a cash basis of accounting, the interest will be calculated at the maturity date and will be included in the repayment amount. Interest will be calculated at the average LGIP rate for the period (since that is the rate of interest the City would have earned on the funds).


4.  Was the long term loan properly authorized at 0%?  The loan was authorized by the City council (resolution 18-027).  Per Nora Mitchell the effective interest rate is approximately 0.5% on this transaction, which will be included in the final payment at maturity. The loan was authorized by City Council. It is allowable for them to structure the “compensation” for services rendered in any way they choose, including a low- or no-interest loan. 


5.  Was the grant and property given to the trust proper?  Provision of the grant and property to the trust was properly approved by City Council. The City provided the grant and property to the trust to enable the trust to provide low-income housing. In essence, the grant/property were compensation given by the City in exchange for services (provision of low-income housing). We reviewed the Purchase/Sale Agreement that stipulates in order to further the City’s public policy to support affordable housing as set forth in the City’s Comprehensive Plan, Chapter 3.44 of the Port Townsend Municipal Code, the City sold the property to Homeward Bound for $1 and to provide the buyer with interim financing in the form of a Credit Promissory Note.  In exchange, Homeward Bound will maintain the property and only use it for purposes of providing affordable housing for a period not less than forty (40) years from the date of the Deed.  If Homeward Bound defaults on its line of Credit and/or fails to rent the property for affordable housing purposes the property will be reverted back to City.


6.  Did the financial statement of the Trust show repayment ability?  It is outside the scope and the authority of SAO to review a private entity’s financial statements and determine financial solvency.    
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From: Schneider, Melody (SAO) <schneiderm@sao.wa.gov>

Sent: Monday, July 9, 2018 10:35 AM

To: Deborah Stinson; Robert Gray; Ariel Speser; Amy Howard; Pamela Adams; Michelle Sandoval; David Faber
Cc: Nora Mitchell; Sheila Danielson; David Timmons

Subject: City of Port Townsend State Audit Exit Conference Invitation

Dear Council Members:

We have completed our audit of the City of Port Townsend for the fiscal year 2017and wanted to share our
preliminary results with you. We are inviting you to attend an exit conference with your staff that we have
scheduled for 3:30pm on Friday, July 27, 2018 at City Hall.

We believe participation at the exit conference by you and others charged with the management and governance of
the City is an essential part of our audit process. It gives you an opportunity to hear our conclusions and discuss
with us the resolution of any audit issues.

Please note that if a quorum of council members attend the exit conference, the City is responsible for ensuring
requirements of the Open Public Meetings Act are met.

If you have any questions or matters that you would like to discuss with us before the exit conference, feel free to
contact me by email at schneiderm@sao.wa.gov.

Sincerely,

Melody Schneider
Assistant State Auditor
600 Kitsap Street Suite 201
Port Orchard WA 98366
360-895-6133

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public Records Act
(RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third party
requesters under the Public Records Act.






From: Strzalka, Amy (SAQ)

To: Ehlinger, Carol (SAQ)

Subject: RE: Homeward Bound Trust Questions
Date: Thursday, June 7, 2018 7:28:00 PM
K, thanks.

From: Ehlinger, Carol (SAO)

Sent: Thursday, June 7, 2018 4:35 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>
Subject: RE: Homeward Bound Trust Questions

I am forwarding this to the program manager for cities to see if she has seen this at other cities.

Carol Ehlinger

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I'm not sure how
deeply we should delve into any of this, if at all.

We’ve looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>
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Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: McFarlane, Megan (SAQ)

To: Strzalka, Amy (SAQ); Ehlinger, Carol (SAQ); Wilson, Zachary (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Friday, June 8, 2018 7:04:20 AM

Yikes! Here’s my thoughts:

The $250,000 loan to the “trust” (non-profit) and the $834,000 loan to the trust — | would think
these would be a lending of credit, which would not be allowed.

The interfund loan between the GF and the Transmission Line Replacement Fund — Yes, this appears
to be allowable, given the repayment information you provided in your email. Although | think the
underlying problem is | don’t think the GF can loan the money to the Trust in the first place, so it
may not matter.

Yes, they have the authority to surplus property and infrastructure, but would still need to follow
specific requirements. We don’t have enough info to answer if the land and building was given to
the Trust properly. That is something we could certainly look at in an Acct Audit.

The City has now taken on $834,000 plus interest that they loaned to this non-profit for 42 years at
0% interest. Again, | don’t think this is allowable. A local government can hold debt of another local
government, but I don’t know that they can for a non-profit. Also, what happens if the non-profit
goes “out of business” or can’t make a loan payment?

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,
At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional

information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
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deeply we should delve into any of this, if at all.

We've looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAO)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Ehlinger, Carol (SAQ)

To: McFarlane, Megan (SAQ); Strzalka, Amy (SAQ); Wilson, Zachary (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Friday, June 8, 2018 7:52:08 AM

| sent this to the cities program manager

Carol Ehlinger

From: McFarlane, Megan (SAO)

Sent: Friday, June 8, 2018 7:04 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAQO) <ehlingerc@sao.wa.gov>;
Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: RE: Homeward Bound Trust Questions

Yikes! Here’s my thoughts:

The $250,000 loan to the “trust” (non-profit) and the $834,000 loan to the trust — | would think
these would be a lending of credit, which would not be allowed.

The interfund loan between the GF and the Transmission Line Replacement Fund — Yes, this appears
to be allowable, given the repayment information you provided in your email. Although | think the
underlying problem is | don’t think the GF can loan the money to the Trust in the first place, so it
may not matter.

Yes, they have the authority to surplus property and infrastructure, but would still need to follow
specific requirements. We don’t have enough info to answer if the land and building was given to
the Trust properly. That is something we could certainly look at in an Acct Audit.

The City has now taken on $834,000 plus interest that they loaned to this non-profit for 42 years at
0% interest. Again, | don’t think this is allowable. A local government can hold debt of another local
government, but | don’t know that they can for a non-profit. Also, what happens if the non-profit
goes “out of business” or can’t make a loan payment?

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
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<seibertm@sao.wa.gov>
Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We've looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us
250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290
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CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.






From: Wilson, Zachary (SAQ)

To: McFarlane, Megan (SAQ); Strzalka, Amy (SAQ); Ehlinger, Carol (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Friday, June 8, 2018 8:56:27 AM

Some more thoughts...

The loan makes me think about the CDBG loans where other cities are loaning money to people and
businesses which is ok.

Ifitis in support of poor and infirm that they could just make payments to private companies to
carry out this task for the City (thinking that this deal may be ok because essentially they are paying
for the service, but it is structured differently. Although not sure if the way it was structured is ok?
Then it made me think of did they solicit bids given the large amount; although they are not actually
paying them the money since it is expected they will get the funds back so not sure how that fits into
procurement requirements?

Hoping the debt is secured on the property in case of default; although not required.
Lac M%’W(

From: McFarlane, Megan (SAO)

Sent: Friday, June 8, 2018 7:04 AM

To: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>;
Wilson, Zachary (SAO) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: RE: Homeward Bound Trust Questions

Yikes! Here’s my thoughts:

The $250,000 loan to the “trust” (non-profit) and the $834,000 loan to the trust — | would think
these would be a lending of credit, which would not be allowed.

The interfund loan between the GF and the Transmission Line Replacement Fund — Yes, this appears
to be allowable, given the repayment information you provided in your email. Although | think the
underlying problem is | don’t think the GF can loan the money to the Trust in the first place, so it
may not matter.

Yes, they have the authority to surplus property and infrastructure, but would still need to follow
specific requirements. We don’t have enough info to answer if the land and building was given to
the Trust properly. That is something we could certainly look at in an Acct Audit.

The City has now taken on $834,000 plus interest that they loaned to this non-profit for 42 years at
0% interest. Again, | don’t think this is allowable. A local government can hold debt of another local
government, but | don’t know that they can for a non-profit. Also, what happens if the non-profit
goes “out of business” or can’t make a loan payment?
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Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAO)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions
Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We've looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
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would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Strzalka, Amy (SAQ)

To: Wilson, Zachary (SAQO); McFarlane, Megan (SAO); Ehlinger, Carol (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Friday, June 8, 2018 1:25:05 PM

Thank you both for your thoughts. Apparently the $250,000 loan was issued first, and then the
$834,000 loan was recently approved by Council, but the contract with Homeward Bound has not
been officially signed and the money has not yet been lent. Part of the $834,000 will be used to pay
off the $250,000, so it’s $834K total. The Attorney wouldn’t let us see the contract since it’s not yet
official, but per the Finance Manager they have it written so if Homeward Bound defaults on the
loan, the property and any improvements on it revert back to the City.

The Finance Director said originally Homeward Bound tried to get the loan from the bank itself, but
the bank wanted the City to back the debt, and the City Attorney said it would be cleaner for the City
to just obtain the loan themselves, and then lend the money to Homeward Bound.

I have a really hard time getting in the middle of stuff that the City Attorney has already advised on —
it seems like a lot of these things we end up just saying “we’re not going to give you a straight
answer, but suggest you consult your attorney”. That is why I’'m checking in advance to see what
pieces we can/should look at, if anything — I've had way too many hotlines that we spend a bunch of
time/research on and then when the hotline goes through review, legal just says “we’re not going to
weigh in on this”.

| am hoping the city program manager has some advice ®

From: Wilson, Zachary (SAO)

Sent: Friday, June 8, 2018 8:56 AM

To: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>; Strzalka, Amy (SAO)
<strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Seibert, Melinda (SAO)
<seibertm@sao.wa.gov>

Subject: RE: Homeward Bound Trust Questions

Some more thoughts...

The loan makes me think about the CDBG loans where other cities are loaning money to people and
businesses which is ok.

If it is in support of poor and infirm that they could just make payments to private companies to
carry out this task for the City (thinking that this deal may be ok because essentially they are paying
for the service, but it is structured differently. Although not sure if the way it was structured is ok?
Then it made me think of did they solicit bids given the large amount; although they are not actually
paying them the money since it is expected they will get the funds back so not sure how that fits into
procurement requirements?

Hoping the debt is secured on the property in case of default; although not required.
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Lac Witeon

From: McFarlane, Megan (SAO)

Sent: Friday, June 8, 2018 7:04 AM

To: Strzalka, Amy (SAQ) <strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>;
Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ) <seibertm @sao.wa.gov>
Subject: RE: Homeward Bound Trust Questions

Yikes! Here’s my thoughts:

The $250,000 loan to the “trust” (non-profit) and the $834,000 loan to the trust — | would think
these would be a lending of credit, which would not be allowed.

The interfund loan between the GF and the Transmission Line Replacement Fund — Yes, this appears
to be allowable, given the repayment information you provided in your email. Although | think the
underlying problem is | don’t think the GF can loan the money to the Trust in the first place, so it
may not matter.

Yes, they have the authority to surplus property and infrastructure, but would still need to follow
specific requirements. We don’t have enough info to answer if the land and building was given to
the Trust properly. That is something we could certainly look at in an Acct Audit.

The City has now taken on $834,000 plus interest that they loaned to this non-profit for 42 years at
0% interest. Again, | don’t think this is allowable. A local government can hold debt of another local
government, but I don’t know that they can for a non-profit. Also, what happens if the non-profit
goes “out of business” or can’t make a loan payment?

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
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regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We've looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: McFarlane, Megan (SAQ)

To: Strzalka, Amy (SAQ); Wilson, Zachary (SAQ); Ehlinger, Carol (SAQ); Seibert, Melinda (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Sunday, June 10, 2018 10:48:54 AM

| agree with Zac loaning money to individuals/businesses could be allowable in some situations when
it is part of a grant program, but this just doesn’t seem like it. The city is choosing to participate and
using its own money to do this. It just screams Lending of Credit to me, but definitely something
legal from both sides should work out and decide.

Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAQ)

Sent: Friday, June 8, 2018 1:25 PM

To: Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; McFarlane, Megan (SAQ)
<mcfarlanem@sao.wa.gov>; Ehlinger, Carol (SAQ) <ehlingerc@sao.wa.gov>; Seibert, Melinda (SAO)
<seibertm@sao.wa.gov>

Subject: RE: Homeward Bound Trust Questions

Thank you both for your thoughts. Apparently the $250,000 loan was issued first, and then the
$834,000 loan was recently approved by Council, but the contract with Homeward Bound has not
been officially signed and the money has not yet been lent. Part of the $834,000 will be used to pay
off the $250,000, so it’s $834K total. The Attorney wouldn’t let us see the contract since it’s not yet
official, but per the Finance Manager they have it written so if Homeward Bound defaults on the
loan, the property and any improvements on it revert back to the City.

The Finance Director said originally Homeward Bound tried to get the loan from the bank itself, but
the bank wanted the City to back the debt, and the City Attorney said it would be cleaner for the City
to just obtain the loan themselves, and then lend the money to Homeward Bound.

| have a really hard time getting in the middle of stuff that the City Attorney has already advised on —
it seems like a lot of these things we end up just saying “we’re not going to give you a straight
answer, but suggest you consult your attorney”. That is why I’'m checking in advance to see what
pieces we can/should look at, if anything — I've had way too many hotlines that we spend a bunch of
time/research on and then when the hotline goes through review, legal just says “we’re not going to
weigh in on this”.

| am hoping the city program manager has some advice ®

From: Wilson, Zachary (SAO)
Sent: Friday, June 8, 2018 8:56 AM
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To: McFarlane, Megan (SAQ) <mcfarlanem@sao.wa.gov>; Strzalka, Amy (SAQ)

<strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAQO) <ehlingerc@sao.wa.gov>; Seibert, Melinda (SAO)
<seibertm@sao.wa.gov>

Subject: RE: Homeward Bound Trust Questions
Some more thoughts...

The loan makes me think about the CDBG loans where other cities are loaning money to people and
businesses which is ok.

If it is in support of poor and infirm that they could just make payments to private companies to
carry out this task for the City (thinking that this deal may be ok because essentially they are paying
for the service, but it is structured differently. Although not sure if the way it was structured is ok?
Then it made me think of did they solicit bids given the large amount; although they are not actually
paying them the money since it is expected they will get the funds back so not sure how that fits into
procurement requirements?

Hoping the debt is secured on the property in case of default; although not required.
Lac M%’M

From: McFarlane, Megan (SAO)

Sent: Friday, June 8, 2018 7:04 AM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>;
Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAO) <seibertm@sao.wa.gov>
Subject: RE: Homeward Bound Trust Questions

Yikes! Here’s my thoughts:

The $250,000 loan to the “trust” (non-profit) and the $834,000 loan to the trust — | would think
these would be a lending of credit, which would not be allowed.

The interfund loan between the GF and the Transmission Line Replacement Fund — Yes, this appears
to be allowable, given the repayment information you provided in your email. Although | think the
underlying problem is | don’t think the GF can loan the money to the Trust in the first place, so it
may not matter.

Yes, they have the authority to surplus property and infrastructure, but would still need to follow
specific requirements. We don’t have enough info to answer if the land and building was given to
the Trust properly. That is something we could certainly look at in an Acct Audit.

The City has now taken on $834,000 plus interest that they loaned to this non-profit for 42 years at
0% interest. Again, | don’t think this is allowable. A local government can hold debt of another local
government, but | don’t know that they can for a non-profit. Also, what happens if the non-profit
goes “out of business” or can’t make a loan payment?
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Megan McFarlane
Assistant Audit Manager
WA State Auditor’s Office
Port Orchard

(360) 895-6133 x 103

From: Strzalka, Amy (SAO)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAOQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We’ve looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions

Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
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would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:
Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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From: Ehlinger, Carol (SAQ)

To: Strzalka, Amy (SAQ)
Subject: RE: Homeward Bound Trust Questions
Date: Sunday, June 10, 2018 12:37:43 PM

| think that we should send this as a help desk questions. Ultimately, | think we will need a legal
opinion. It does appear to be a lending of credit as discussed in other emails. Let me know if you
have any questions.

Carol Ehlinger

From: Strzalka, Amy (SAQ)

Sent: Thursday, June 7, 2018 3:36 PM

To: Ehlinger, Carol (SAO) <ehlingerc@sao.wa.gov>; McFarlane, Megan (SAO)
<mcfarlanem@sao.wa.gov>; Wilson, Zachary (SAQ) <wilsonz@sao.wa.gov>; Seibert, Melinda (SAQ)
<seibertm@sao.wa.gov>

Subject: FW: Homeward Bound Trust Questions

Hello,

At the City of PT entrance today, a councilmember gave us the following list of concerns (page 1)
regarding some loans to a non-profit the City has approved. (Page 2 includes some additional
information from the finance department).

The transactions have all been thoroughly reviewed by the City Attorney and were approved by City
Council. (The Council member submitting the concerns was the only “no” vote). I’'m not sure how
deeply we should delve into any of this, if at all.

We’ve looked at the interfund loan and it was properly approved and has an appropriately brief
repayment period (less than 3 years) and an assigned interest rate (the LGIP rate). As far as the rest
goes, | feel like cities have a very broad “authority” as to what they are allowed to do with their
money, and if they choose to use City funds to assist a local non-profit in creating additional low-
income housing, that seems like it would fall under the “poor and infirm” exception that isn’t a gift of
public funds.

Any thoughts/advice?

Amy

From: Nora Mitchell <NMitchell@cityofpt.us>

Sent: Thursday, June 7, 2018 3:23 PM

To: Strzalka, Amy (SAO) <strzalkaa@sao.wa.gov>; Schneider, Melody (SAQ)
<schneiderm@sao.wa.gov>

Cc: Sheila Danielson <SDanielson@cityofpt.us>; David Timmons <dtimmons@cityofpt.us>
Subject: Homeward Bound Trust Questions
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Please find a copy of Bob Gray’s questions, brief staff answers to these questions and the associated
resolutions. In all cases, there are additional agreements, documents and agenda bills related to
the items that were approved by City Council. If you need further information, have questions or
would like additional documents, please let Sheila or me know.

Thanks!

Nora Mitchell | Director, Finance & Administrative Services
City of Port Townsend | www.cityofpt.us | nmitchell@cityofpt.us

250 Madison St. Suite 2, Port Townsend, WA 98368

P:(360) 379-4403 | F:(360) 385-4290

CITYOFPT NOTICE REGARDING PUBLIC DISCLOSURE:

Public documents and records are available to the public as required under the Washington State Public
Records Act (RCW 42.56).

The information contained in all correspondence with a government entity may be disclosable to third
party requesters under the Public Records Act.
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