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CLARKE WHITNEY CPA GROUP LLC 610 Warren Avenue

Bremerton, WA 98337

CERTIFIED PUBLIC ACCOUNTANTS Phone: 360-377-4496

www.clarkewhitney.com Fax: 360-377-4497

INDEPENDENT AUDITOR’S REPORT

To the Board of Directors
Hood Canal Salmon Enhancement Group
Belfair, Washington

Opinion

We have audited the accompanying financial statements of Hood Canal Salmon Enhancement Group (a
nonprofit organization), which comprise the statement of financial position as of December 31, 2024, and the
related statements of activities, functional expenses, and cash flows for the year then ended, and the related
notes to the financial statements.

In our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of Hood Canal Salmon Enhancement Group as of December 31, 2024, and the changes in net assets
and its cash flows for the year then ended in accordance with accounting principles generally accepted in the
United States of America.

Basis for Opinion

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards, issued
by the Comptroller General of the United States. Our responsibilities under those standards are further
described in the Auditor’s Responsibilities for the Audit of the Financial Statements section of our report. We
are required to be independent of Hood Canal Salmon Enhancement Group and to meet our other ethical
responsibilities in accordance with the relevant ethical requirements relating to our audit. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our audit opinion.

Responsibilities of Management for the Financial Statements

Management is responsible for the preparation and fair presentation of the financial statements in accordance
with accounting principles generally accepted in the United States of America, and for the design,
implementation, and maintenance of internal control relevant to the preparation and fair presentation of
financial statements that are free from material misstatement, whether due to fraud or error.

In preparing the financial statements, management is required to evaluate whether there are conditions or
events, considered in the aggregate, that raise substantial doubt about Hood Canal Salmon Enhancement
Group's ability to continue as a going concern within one year after the date that the financial statements are
available to be issued.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that includes our
opinion. Reasonable assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing standards will always detect



a material misstatement when it exists. The risk of not detecting a material misstatement resulting from fraud is
higher than for one resulting from error, as fraud may involve collusion, forgery, intentional omissions,
misrepresentations, or the override of internal control. Misstatements, including omissions, are considered
material if there is a substantial likelihood that, individually or in the aggregate, they would influence the
judgment made by a reasonable user based on the financial statements.

In performing an audit in accordance with generally accepted auditing standards, we:
o Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material misstatement of the financial statements, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such procedures include
examining, on a test basis, evidence regarding the amounts and disclosures in the financial statements.

e Obtain an understanding of internal control relevant to the audit in order to design audit procedures that are
appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness of
Hood Canal Salmon Enhancement Group's internal control. Accordingly, no such opinion is expressed.

o Evaluate the appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluate the overall presentation of the financial statements.

e Conclude whether, in our judgment, there are conditions or events, considered in the aggregate, that raise
substantial doubt about Hood Canal Salmon Enhancement Group's ability to continue as a going concern
for a reasonable period of time.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal control related matters that
we identified during the audit.

Other Matters

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole. The
accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of Federal Regulations
Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards, is
presented for purposes of additional analysis and is not a required part of the financial statements. Such
information is the responsibility of management and was derived from and relates directly to the underlying
accounting and other records used to prepare the financial statements. The information has been subjected to the
auditing procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated, in all material respects, in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated November 6, 2025, on
our consideration of Hood Canal Salmon Enhancement Group’s internal control over financial reporting and on



our tests of its compliance with certain provisions of laws, regulations, contracts, and grant agreements and other
matters. The purpose of that report is to describe the scope of our testing of internal control over financial
reporting and compliance and the results of that testing, and not to provide an opinion on Hood Canal Salmon
Enhancement Group's internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering Hood Canal Salmon
Enhancement Group’s internal control over financial reporting and compliance.

Report on Summarized Comparative Information

We have previously audited Hood Canal Salmon Enhancement Group’s 2023 financial statements, and we
expressed an unmodified audit opinion on those audited financial statements in our report dated September 30,
2024. In our opinion, the summarized comparative information presented herein as of and for the year ended
December 31, 2023, is consistent, in all material respects, with the audited financial statements from which it has
been derived.

Clarke Whitney CPA Group LLC
Bremerton, Washington
November 6, 2025



HOOD CANAL SALMON ENHANCEMENT GROUP
STATEMENTS OF FINANCIAL POSITION
DECEMBER 31, 2024 AND 2023

2024 2023
Assets
Current assets
Cash and cash equivalents $ 345,205 $ 302,901
Restricted and reserved cash 277,449 165,603
Contracts and grants receivable, net of allowance for doubtful
contracts of $0 (2024) and $0 (2023) 147,341 226,937
Contract assets 44,948 6,083
Prepaid expenses 20,135 11,365
Total current assets 835,078 712,889
Endowment investments 69,518 66,698
Property and equipment, net 10,796,840 10,372,179
Right of use assets 24,440 34,039
Total assets $ 11725876 $ 11,185,805
Liabilities and net assets
Current liabilities
Accounts payable $ 209,421 $ 319,321
Accrued liabilities 71,689 49,320
Credit cards 1,733 17,127
Current portion of operating lease liability 9,887 9,599
Current portion of long-term debt 45,696 45,696
Total current liabilities 338,426 441,063
Operating lease liability 14,554 24,440
Long-term debt, net 837,633 883,329
Total liabilities 1,190,613 1,348,832
Net assets
Without donor restrictions 1,714,652 1,551,294
With donor restrictions 8,820,611 8,285,679
Total net assets 10,535,263 9,836,973
Total liabilities and net assets $ 11725876 $ 11,185,805

The accompanying notes are an integral part of these financial statements
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HOOD CANAL SALMON ENHANCEMENT GROUP
STATEMENT OF ACTIVITIES
FOR THE YEAR ENDED DECEMBER 31, 2024

Without With
Donor Donor 2024
Restrictions Restrictions Total
Revenues
Revenues, gains and support
Grants and contracts $ 216,397 $ 3,512,569 $ 3,728,966
Contributions 53,018 141,428 194,446
Dues-membership 1,401 - 1,401
Program income 34,170 - 34,170
Investment income (loss) 4 7,320 7,324
Rental income 10,800 - 10,800
Other income and gains - - -
Total revenues, gains and support 315,790 3,661,317 3,977,107
Sales
Sales revenue 10,264 - 10,264
Cost of goods sold ( 8.846) - (8.846)
Gross profit 1,418 - 1,418
Net assets released from restrictions
Satisfaction for use restrictions 3,126,385 (3,126,385) -
Total revenues 3,443,593 534,932 3,978,525
Expenses
Program services 3,150,935 - 3,150,935
Management and general 129,300 - 129,300
Fundraising - - -
Total expenses 3,280,235 - 3,280,235
Change in net assets 163,358 534,932 698,290
Net assets, beginning of year 1,551,294 8,285,679 9,836,973
Net assets, end of year $ 1714652 $ 8.820.611 $ 10,535,263

The accompanying notes are an integral part of these financial statements
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HOOD CANAL SALMON ENHANCEMENT GROUP

STATEMENT OF ACTIVITIES

FOR THE YEAR ENDED DECEMBER 31, 2023

Revenues

Revenues, gains and support
Grants and contracts
Contributions
Dues-membership
Program income
Investment income (loss)
Rental income
Other income and gains

Total revenues, gains and support

Sales
Sales revenue
Cost of goods sold
Gross profit

Net assets released from restrictions

Satisfaction for use restrictions
Total revenues

Expenses
Program services
Management and general
Fundraising

Total expenses
Change in net assets
Net assets, beginning of year

Net assets, end of year

The accompanying notes are an integral part of these financial statements

Without With
Donor Donor 2023
Restrictions Restrictions Total
$ - $ 3,972,449 $ 3,972,449
20,797 139,021 159,818
1,502 - 1,502
9,624 - 9,624
1 9,050 9,051
10,800 - 10,800
83 - 83
42 807 4,120,520 4,163,327
12,639 - 12,639
(9,956) - (9,956)
2,683 - 2,683
3,640,733 (3,640,733) -
3,686,223 479,787 4,166,010
3,794,605 - 3,794,605
124,108 - 124,108
3,918,713 - 3,918,713
( 232,490) 479,787 247.297
1,783,784 7,805,892 9,589.676
$ 1551294 $ 8,285,679 $ 9,836,973
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HOOD CANAL SALMON ENHANCEMENT GROUP

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2024

Staff salaries

Staff payroll taxes

Staff payroll benefits

Total salaries and related expenses

Advertising

Bank charges

Contract labor

Dues, licenses and subscriptions
Education and outreach
Equipment rental

Insurance

Interest

Meetings and conferences
Miscellaneous

Postage

Professional services

Rental expenses

Repairs and maintenance
Research projects

Restoration projects
Scholarships

Supplies

Taxes

Telephone

Travel and transportation
Utilities

Total expenses before depreciation and
amortization

Depreciation and amortization

Total functional expenses

The accompanying notes are an integral part of these financial statements

Program Management 2024

Services and General Fundraising Total
$ 867,999 $ 83,098 $ - 951,097
87,218 6,893 - 94,111
104,437 8,347 - 112,784
1,059,654 98,338 - 1,157,992
857 - - 857
- 176 - 176
231,211 - - 231,211
16,289 739 - 17,028
21,429 - - 21,429
10,351 1,827 - 12,178
27,671 4,883 - 32,554
53,865 9,506 - 63,371
889 - - 889
8 - - 8
6 - - 6
31,337 1,250 - 32,587
201 1,470 - 1,671
31,007 - - 31,007
13,629 - - 13,629
1,552,163 - - 1,552,163
5,100 - - 5,100
8,147 - - 8,147
7,375 580 - 7,955
1,330 - - 1,330
3,087 - - 3,087
22,455 1,200 - 23,655
3,098,061 119,969 - 3,218,030
52,874 9,331 - 62,205
$ 315093 $ 129,300 $ - 3,280,235
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HOOD CANAL SALMON ENHANCEMENT GROUP

STATEMENT OF FUNCTIONAL EXPENSES
FOR THE YEAR ENDED DECEMBER 31, 2023

Staff salaries

Staff payroll taxes

Staff payroll benefits

Total salaries and related expenses

Advertising

Bank charges

Contract labor

Dues, licenses and publications
Education and outreach
Equipment rental

Insurance

Interest

Meetings and conferences
Miscellaneous

Postage

Professional services

Rental expenses

Repairs and maintenance
Research projects

Restoration projects
Scholarships

Supplies

Taxes

Telephone

Travel and transportation
Utilities

Total expenses before depreciation and
amortization

Depreciation and amortization

Total functional expenses

The accompanying notes are an integral part of these financial statements

Program  Management 2023

Services and General Fundraising Total
807,973 $ 74,427 $ - 882,400
68,992 6,355 - 75,347
89,070 8,205 - 97,275
966,035 88,987 - 1,055,022
916 - - 916
- 277 - 277
68,693 - - 68,693
11,887 - - 11,887
17,200 - - 17,200
9,843 1,737 - 11,580
20,298 3,582 - 23,880
59,000 10,412 - 69,412
3,317 - - 3,317
41 - - 41
782 - - 782
29,550 1,650 - 31,200
5,066 1,872 - 6,938
21,848 3,856 - 25,704
2,493,080 - - 2,493,080
4,500 - - 4,500
5,954 - - 5,954
5,696 606 - 6,302
1,308 - - 1,308
3,258 - - 3,258
10,077 1,201 - 11,278
3,738,349 114,180 - 3,852,529
56,256 9,928 - 66,184
3,794605 $ 124,108 $ - 3,918,713
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HOOD CANAL SALMON ENHANCEMENT GROUP

STATEMENTS OF CASH FLOWS

FOR THE YEARS ENDED DECEMBER 31, 2024 AND 2023

Cash flows from operating activities
Change in net assets

Adjustments to reconcile the change in net assets to net cash

provided by operating activities:

Depreciation and amortization
Unrealized loss (gain) on investments

(Increase) decrease in operating assets:
Contracts and grants receivable
Costs in excess of billings
Prepaid expenses

Increase (decrease) in operating liabilities:
Accounts payable
Accrued liabilities
Net cash provided by operating activities

Cash flows from investing activities
Endowment fund investments
Payments for the purchase of property and equipment
Appropriations from endowment fund investments
Net cash used by investing activities

Cash flows from financing activities
Payments on borrowings
Net changes in credit card transactions
Net cash used by financing activities

Net change in cash and cash equivalents

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Cash paid for interest

Cash and cash equivalents
Restricted and reserved cash
Total cash

2024 2023
698,200 $ 247,297
62,205 66,184
(8,077) (9,747)
79,596 (200,454)
(38,865) 762,139
(8,770) 9,404
(109,900) (495,869)
22,369 (10,753)
696,848 368,201
757 697
(486,865) (595,996)
4,500 4,500
(481,608) (590,799)
(45,696) (45,696)
(15,394) 3,588
(61.090) (42,108)
154,150 (264,706)
468,504 733,210
622,654 $ 468504
63573 $ 66,763
345205 $ 302,901
277,449 165,603
622,654 $ 468,504

The accompanying notes are an integral part of these financial statements
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HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Nature of Activities

Hood Canal Salmon Enhancement Group (the Organization) is a not-for-profit organization that was
formed as a corporation in the State of Washington to protect and enhance the genetic diversity and
populations of Wild Salmon (naturally spawning salmon) in Hood Canal by the protection and restoration
of habitats, water quality, education, wild salmon incubators and other means to achieve an abundance of
Wild Salmon. The Organization also does business under the names: Pacific Northwest Salmon Center
and Farm at the Water's Edge.

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting in accordance with
generally accepted accounting principles.

Financial Statement Presentation

The Organization follows the recommendations of the Financial Accounting Standards Board in its
Accounting Standards Codification (ASC) 958 Not-for-Profit Entities. Under ASC 958, the Organization
is required to report information regarding its financial position and activities according to two classes of
net assets: with donor restrictions, and without donor restrictions.

With Donor Restrictions: Net assets that result from contributions whose use by the
Organization is restricted by donor imposed stipulations that may expire with the passage of time
or can be fulfilled or otherwise removed by actions of the Organization.

Without Donor Restrictions: Net assets that are not restricted by donor stipulation.

Use of Estimates

The preparation of financial statements in conformity with generally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets,
liabilities, revenues and expenses in the financial statements. Actual results could differ from
management’s estimates.

Credit Risk
The Organization maintains cash balances in one local bank, which is insured by the Federal Deposit

Insurance Corporation (FDIC) up to $250,000. As of December 31, 2024 the Organization's cash balance
exceeded the FDIC limit at its financial institution by $675,542.

10



HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Cash and Cash Equivalents

The Organization considers all highly liquid investments with a maturity of ninety days or less to be cash
equivalents. Restricted and reserved cash are limited in use, as designated by donors or the reserved
intent. These financial instruments are valued at fair market value due to their short-term maturity and low
risk nature.

Investments

Investments in marketable securities with readily determinable fair values and all investments in debt
securities are reported at their fair values based on quoted prices in active markets in the statement of
financial position. Unrealized gains and losses are included in the change in net assets. Investment
income and gains restricted by a donor are reported as increases in unrestricted net assets if the restrictions
are met (either by passage of time or by use) in the reporting period in which the income and gains are
recognized.

Contracts and Grants Receivable

Grants and contracts receivable are valued at their net realizable value. The calculation of allowance for
doubtful contracts is based on an assessment made by management, which determined which of the
outstanding contracts receivable are not expected to be collectible.

Fixed and Intangible Assets

Fixed and intangible assets are stated at cost for purchased assets and fair market value for donated assets.
It is the Organization's policy to capitalize expenditures for these items in excess of $1,000. Lesser
amounts are expensed. Donated equipment is recorded at its fair market value at the date of receipt.
Depreciation and amortization is computed using the straight-line method over the estimated useful lives
of the assets as follows:

Buildings and capital improvements 40 years
Office furniture and equipment 5to 7 years
Vehicles 5 years
Intangible assets 5to 15 years

Functional Allocation of Expenses

The costs of providing various programs and other activities have been summarized on a functional basis
in the statement of activities. Accordingly, certain costs have been allocated among the programs and
supporting services benefited based on the programs and supporting services actual and estimated
incurrence of such expenses

11



HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Revenue Recognition

Grant and contract revenues and fees for service are recognized when the service is provided. The
Accounting Standards Codification (ASC) 606 provides a principles-based framework for recognizing
revenue to depict the transfer of promised goods or services to customers in an amount that reflects the
consideration the entity expects in exchange for the goods or services provided. It also requires enhanced
disclosures to enable users of financial statements to understand the nature, amount, timing, and
uncertainty of revenue and cash flows arising from contracts with customers. The Organization has
adopted ASC 606 and all related amendments, but does not recognize any contract liabilities as of
December 31, 2024, since most contracts operate on a reimbursement basis and $0 unfulfilled contracts
liabilities existed at the end of the year.

Contributions

Contributions are recognized when the donor makes a promise to give to the Organization that is, in
substance, unconditional. Contributions that are restricted by the donor are reported as increases in net
assets without donor restrictions if the restrictions expire in the fiscal year in which the contributions are
recognized. All other donor-restricted contributions are reported as increases in net assets with donor
restrictions. When a restriction expires, net assets with donor restrictions are reclassified to net assets
without donor restrictions. Restrictions on gifts of fixed assets or cash for the purchase of fixed assets
expire when the asset is placed in service.

Advertising

The Organization expenses advertising costs when they are incurred. The total advertising cost incurred
during the year ended December 31, 2024 was $857.

Income Taxes

The Organization has been determined to be exempt from federal income taxes under Internal Revenue
Code Section 501(c)(3) by the Internal Revenue Service. However, income from certain activities not
directly related to the Organization’s tax-exempt purpose is subject to taxation as unrelated business
income. Interest and penalties from such unrelated business income taxes are recognized as separate
expenses when incurred, for which there were none incurred for the year ended December 31, 2024. The
Organization believes that it has appropriate support for any tax positions taken, and as such, does not
have any uncertain tax positions that are material to the financial statements.

The Organization’s federal Exempt Organization Business Income Tax Returns for 2022, 2023, and 2024
are subject to examination by the IRS, generally for three years after they were filed.

12



HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024
NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED)

Land Held for Conservation

Land held for conservation is recorded at cost when purchased and at fair market value at the date of
acquisition, if donated. Management reviews each parcel periodically to determine if there has been an
impairment to the value that is recorded in the statement of financial position.

Subsequent Events

There were no subsequent events discovered up to November 6, 2025, which is the date the financial
statements were available to be issued.

NOTE B - RESTRICTED AND RESERVED CASH

The Organization receives restricted donations from donors, which are limited for use in programs
designated by the donor. The Organization also holds reserved funds related to the repayment of debt and
for payments related to the maintenance and repair of its facilities, as required under loan covenants. The
balances of restricted and reserved funds as of December 31, 2024 are as follows:

2024
Donor restricted funds

Scholarship fund $ 50
Dog park restricted fund 9,569
Trail project restricted fund 25,472
Founder's restricted fund 32,165
Cutthroat assessment restricted fund 172,436
4-H club fund 503
Education Fund 685
Amphitheater fund 18,997
Dan O'Neil memorial fund 17,572
Total donor restricted funds 277,449
Total restricted and reserved cash $ 277,449
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HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

NOTE C - ENDOWMENT FUND - DONOR DESIGNATED

The Board of Directors of the Organization established an endowment fund for the purpose of supporting
the scholarship and internship programs. This endowment has been funded with restricted donor
contributions. This endowment fund has a spending policy that only appropriates interest and dividends
generated by the endowment as well as any capital gains in excess of 7.00%. The endowment fund has an
investment policy that restricts the ability to manage the funds to three elected trustees who are members
of the Board of Directors of the Organization.

Composition of and changes in endowment net assets for the year ended December 31, 2024 were as
follows:

2024
Without donor restrictions $ -
With donor restrictions 69,518
Total net endowment assets $ 69,518

Changes in endowment net assets as of December 31, 2024 are as follows:

Without Total Net
Donor With Donor Endowment
Restrictions Restrictions Assets

Endowment net assets, as of January 1, 2024 $ - $ 66,698 $ 66,698

Distributions - (4,500) (4,500)

Investment income (loss) - 7,320 7,320
Endowment net assets, as of December 31, 2024 $ - $ 69518 $ 69518
Investment income (loss) includes the following:

2024

Dividends and interest earned $ -
Unrealized gain/(loss) 8,077
Realized gain/(loss) -
Amounts appropriated for expenditures (757)

Total $ 7,320

14



HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

NOTE D - FIXED AND INTANGIBLE ASSETS

Total depreciation and amortization expense incurred by the Organization for the year ended December
31, 2024 was $60,829 and $1,376, respectively. The Organization's land, works of art, construction in
process and certain educational equipment are non-depreciable. The Organization had fixed and intangible
assets as of December 31, 2024 that consisted of:

2024
Land $ 9,306,948
Capital improvements 262,644
Buildings 1,766,170
Furniture and equipment 447,170
Vehicles 13,445
Construction in process 36,591
Works of Art 15,400
Intangible assets 24,795
Total fixed and intangible assets 11,873,163
Accumulated depreciation and amortization (1.076,323)
Total fixed and intangible assets, net $ 10,796,840

NOTE E - OPERATING LEASES

The Organization has entered into an operating lease agreements in 2018 for a copy machines with a
monthly minimum payment of $885 over a five year term. Rent expense for the year ended December 31,
2024 was $12,178. This lease was capitalized as a operating lease according to ASU 2016-02 Leases
(Topic 842) with its net present value being calculate with an inherent discount rate of 3.00% over a five
year term. The right of use asset has been amortized on a straight-line basis over the five year term of the
lease.

Minimum future lease payments for the operating lease for the years ended December 31 are as follows.

For the years ended December 31,

2025 $ 10,620
2026 10,620
2027 4,425

$ 25,665
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HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

NOTE F - REVENUE CONCENTRATIONS
The Organization receives substantial support from the State and Federal government to operate various
programs. A material reduction in funding or a change in the eligibility to receive such funding could

have an adverse impact on the Organization's ability to continue its operations.

NOTE G - LIQUIDITY AND AVAILABILITY OF FINANCIAL ASSETS

2024
Current financial assets, at year end $ 835,078
Less those available for general expenditures within one year due to:
Contractual or donor-imposed restrictions:

Restricted cash by donor with time or purpose restrictions (277,449)

Restricted receivables to satisfy outstanding payables (44,948)
Financial assets available to meet cash needs for general

expenditures within one year $ 512,681

NOTE H - LONG-TERM DEBT

The Organization maintained the following debt as of December 31, 2024:

2024
Secured mortgage with Craft 3 Capital Corporation has a monthly payment of principal
of $3,808 and one irregular last payment estimated at $834,474, the monthly payment
must also include all accrued unpaid interest, the mortgage incurs interest at a fixed rate
of 7.00%, was renewed on April 6, 2021 and is secured by the first deed of trust on the
buildings and property located at 600 NE Roessel Road, Belfair, Washington. $ 883,329
Less current portion of long-term debt (45,696)
Total notes payable, net current portion of long term debt $ 837,633
Future maturities of debt over the next five years are as follows:
Year ended December 31,

2025 $ 45,696

2026 837,633

Total 3 883,329

NOTE | - OPERATING LEASE COMMITMENTS

The Organization also owns residential property, which it leases to tenants on a month-to-month basis.
The tenants have occupied the property since it was purchased and have provided rental income during the
year ended December 31, 2024, in the amount of $10,800. There was no schedule of future minimum
rental receipts prepared, since the tenants are on a month-to-month basis.
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HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024
NOTE J - RESTRICTIONS ON NET ASSETS

Restrictions on net assets at December 31, 2024 consist of the following:

2024

Without donor restrictions $ 1,714,652
With donor restrictions:

Land held for habitat restoration/conservation 8,473,644

Endowment fund 69,518

Donor restricted donations 277,449
Total with donor restrictions 8.820,611
Total net assets $ 10,535,263

The Organization has obtained properties that were either purchased by or donated to the Organization for
habitat restoration and/or conservation, but only the use of the property is restricted and not the sale or
transfer thereof. The value of these temporarily restricted properties held by the Organization was
$8,473,644 as of December 31, 2024.

The Organization received restricted donations, which were restricted by the donors for various limited
uses and purposes. As of December 31, 2024, the balance of these restricted donations was $277,449.

The Organization has an endowment fund that is restricted, as noted in Note B - Endowment Fund -
Donor Designated. The amount of funds available to fund scholarships as of December 31, 2024 was
$24,039. The Organization received $0 in donations deposited into the restricted endowment fund for
college scholarships during the year ended December 31, 2024 and the principal balance in this account,
which is permanently restricted, was $45,479 as of December 31, 2024.

NOTE K - DONATED SERVICES AND MATERIALS

The Organization records various types of in-kind contributions. Contributed services are recognized at
fair value if the services received (a) create or enhance long-lived assets or (b) require specialized skills,
are provided by individuals processing those skills, and would typically need to be purchased if not
provided by donation. Contributions of tangible assets are recognized at fair value when received. The
amounts reflected in the accompanying financial statements as in-kind contributions are offset by like
amounts included in expenses or additions to property and equipment.

The Organization received contributed materials during the year ended December 31, 2024, with a fair
value on the dates of donation of $4,913.

Volunteers donated a total of 16,196 hours to the Organization's program and supporting services during
the year ended December 31, 2024. The Organization recognized $0 in contributed professional services
during the year ended December 31, 2024. There were other contributions in-kind that are not reflected in
the financial statements since these services do not meet the criteria for recognition.
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HOOD CANAL SALMON ENHANCEMENT GROUP
NOTES TO THE FINANCIAL STATEMENTS
DECEMBER 31, 2024

NOTE L - FAIR VALUE MEASUREMENTS

The Financial Accounting Standards Board (FASB) Accounting Standard Codification (ASC) 820-201,
establishes a fair value hierarchy that prioritizes the inputs to valuation techniques used to measure fair
value. This hierarchy consists of three broad levels: Level 1 inputs consist of unadjusted quoted prices in
active markets for identical assets and have the highest priority, Level 2 inputs consist of observable
inputs other than quoted prices for identical assets, and Level 3 inputs have the lowest priority. The
Organization uses appropriate valuation techniques based on the available inputs to measure fair value of
its investment. When available, the Organization measures fair value using Level 1 inputs because they
generally provide the most reliable evidence of fair value. Level 2 and 3 inputs are used only when Level
1 inputs are not available.

The following table presents the fair value measurements of assets recognized in the accompanying
statements of financial position measured at fair value on a recurring basis and the level within the fair
value hierarchy in which the fair value measurements fall at December 31, 2024.

Level 1 Level 2 Level 3 Total
Investment at Edward Jones $ 69,518 $ - $ - $ 69,518

Following is a description of the valuation methodologies used for assets measured at fair value on a
recurring basis and recognized in the accompanying statements of financial position, as well as the general
classification of such assets pursuant to the valuation hierarchy.

Level 1:  Quoted market prices in active markets for identical assets and liabilities

Level 2:  Observable inputs other than Level 1 prices, such as quoted prices for similar assets or
liabilities, quoted prices in inactive markets, or other inputs that are observable or can be
corroborated by observable market date for substantially the full term of the assets or
liabilities.

Level 3:  Unobservable inputs that are supported by little or no market activity and that are
significant to the fair value of the assets or liabilities.

The Organization's investments are classified as Level 1. Carrying Value and the Fair VValue amounts are
the same for the year ended December 31, 2024. Due to the level of risk associated with certain
investment securities, it is at least reasonably possible that changes in the values of investment securities
will occur in the near term
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Federal Grantor/

HOOD CANAL SALMON ENHANCEMENT GROUP
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2024

Pass-through Federal
Federal Grantor/Program  CFDA
Agency or Cluster Title  Number Name of Grant
Department of ~ Recreation and 11.438  Acq, Lower Big

Commerce

Department of
Commerce

Department of
Commerce

Department of
the Interior

Department of
the Interior

Conservation
Office

National Oceanic 11.463
and Atmospheric
Administration
National Fish and 11.473
Wildlife
Foundation
Washington Dept.
of Fish and
Wildlife/Coastal
Wetlands

15.614

US Fish and
Wildlife Service

15.630

Quilcene River
Acquisition

Duckabush Oxbow
Final Design and
Restoration

Riparian Enhancement
& Knotweed Control

HC Summer Chum
Riparian Stewardship

Little Quilcene
Estuarine Delta
Conceptual Design

Union River In Fish
Out Fish program

Big Quilcene Moon
Valley LBQ River
Restoration

BQL1M River
Restoration

Lower Hood Canal
Estuarine Wetlands
Reconstruction

USFWS - Passthrough
funding

USFWS - Passthrough
funding

Pass-through
Entity
Identifying
Number

RCO 20-1113

RCO 23-1063R

RCO 23-1068R

RCO 23-1069R

RCO 23-1061P

RCO 24-1101

NOAA
Contract:
NA23NMF463
0073

NFWF
0318.22.07266
3

WDFW 19-
16601

USFWS -
23AP02677-00

USFWS - 24AP

Grant Amount
Date

Matching

$ 922,222 $ o
Sept. 16 ,2020

136,772 -
Sept. 14, 2023

209,539 -
Sept. 14, 2023

66,602 =
Sept. 14, 2023

295,010 -
Sept. 14, 2023

168,180 -
Sept. 25, 2024

9,665,081 -
May 1, 2023

572,500 =
Feb. 1, 2022

424,973 -
Jan. 1, 2019

137,632 =
Jul. 1, 2023

$ 137,632 $ S
Jul. 1, 2024

19

Contribution

$

$

Total Prior Years Current Total Project Remaining
Project Federal Year Federal Federal Budget for
Cost Expenditures Expenditures Expenditures Federal Exp
922,222 $ 167,255 $ 30439 $ 197,694 $ 724,528
136,772 5,436 131,317 136,753 19
209,539 25,994 129,517 155,511 54,028
66,602 13,261 41,933 55,194 11,408
295,010 - 2,876 2,876 292,134
168,180 - 16,472 16,472 151,708
352,554
9,665,081 365,299 229,167 594,466 9,070,615
572,500 538,723 30,865 569,588 2,912
424,973 232,061 49,309 281,370 143,603
137,632 69,421 66,996 136,417 1,215
137,632 $ - 68623 $ 68,623 $ 69,009
$ 135,619




Federal Grantor/

HOOD CANAL SALMON ENHANCEMENT GROUP
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2024

Pass-through

Pass-through Federal Entity Total Prior Years Current Total Project Remaining
Federal Grantor/Program  CFDA Identifying Grant Matching Project Federal Year Federal Federal Budget for
Agency or Cluster Title  Number Name of Grant Number Amount Contribution Cost Expenditures Expenditures Expenditures Federal Exp
Date
Department of ~ Washington Dept.  15.631 ~ WDFW RFEG Funds - WDFW - 23- $ 137,218 $ = $ 137,218 $ 36,640 $ 55742 $ 92,382 $ 44,836
the Interior of Fish and Wildlife RFEG 22508 Jul. 1, 2023
Environmental ~ Department of 66.608 Climate Resilience 93-107068 91,731 - 91,731 - 40,168 40,168 51,563
Protection Natural Resources Youth Internshipn Oct. 1, 2023
Agency (EPA) (DNR)
Environmental ~ US Environmental ~ 66.951  Theler Environmental 0264501 $ 133,000 $ - $ 133,000 $ - 39303 $ 39,303 $ 93,697
Protection Protection Agency Education Program Jul. 1, 2024
Agency (EPA)

Total Expenditures of
Federal Awards

20

$ 932,727




HOOD CANAL SALMON ENHANCEMENT GROUP
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED DECEMBER 31, 2024

NOTE A - BASIS FOR PRESENTATION

The accompanying schedule of federal expenditures of federal awards includes the federal grant activity of
Hood Canal Salmon Enhancement Group and is presented on the accrual basis of accounting. The
information in this schedule is presented in accordance with requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards (Uniform Guidance). Therefore, some amounts presented in this schedule may differ
from amounts presented in, or used in the preparation of, the basic financial statements.

NOTE B - PROGRAM COSTS

Direct award expenditures followed the cost principle contained in Title 2 U.S. Code of Federal Regulations Part
200, uniform administrative requirements, cost principles, and audit requirements for federal awards

NOTE C - DE-MINIMIS COST RATE

Hood Canal Salmon Enhancement Group elected to not use the 10-percent de minims indirect cost rate under
the Uniform Guidance.

NOTE D - NO INDIRECT PROGRAM COSTS
Hood Canal Salmon Enhancement Group did not charge any indirect costs for this grant program.
NOTE E - SUB-RECIPIENTS

Hood Canal Salmon Enhancement Group had no sub-recipients of federal funds in the year ended
December 31, 2024,
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CLARKE WHITNEY CPA GROUP LLC 610 Warren Avenue

Bremerton, WA 98337

CERTIFIED PUBLIC ACCOUNTANTS Phone: 360-377-4496

www.clarkewhitney.com Fax: 360-377-4497

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING AND ON COMPLIANCE AND OTHER MATTERS BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING
STANDARDS

To the Board of Directors
Hood Canal Salmon Enhancement Group
Belfair, Washington

We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States, the financial statements of Hood Canal Salmon
Enhancement Group (a nonprofit organization), which comprise the statement of financial position as of
December 31, 2024, and the related statements of activities, functional expenses, and cash flows for the
year then ended, and the related notes to the financial statements, and have issued our report thereon dated
November 6, 2025.

INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements, we considered Hood Canal Salmon
Enhancement Group’s internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our opinion on the
financial statements, but not for the purpose of expressing an opinion on the effectiveness of Hood Canal
Salmon Enhancement Group’s internal control. Accordingly, we do not express an opinion on the
effectiveness of Hood Canal Salmon Enhancement Group’s internal control.

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

Our consideration of internal control was for the limited purpose described in the first paragraph of this
section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify any
deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.
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COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether Hood Canal Salmon Enhancement Group’s
financial statements are free from material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance with which could
have a direct and material effect on the determination of financial statement amounts. However,
providing an opinion on compliance with those provisions was not an objective of our audit, and
accordingly, we do not express such an opinion. The results of our tests disclosed no instances of
noncompliance or other matters that are required to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and compliance
and the results of that testing, and not to provide an opinion on the effectiveness of the Organization’s
internal control or on compliance. This report is an integral part of an audit performed in accordance with
Government Auditing Standards in considering the Organization’s internal control and compliance.
Accordingly, this communication is not suitable for any other purpose.

Alurke Whitre, CPA Grovp LLC
) /

Clarke Whitney CPA Group LLC
Bremerton, WA
November 6, 2025
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CLARKE WHITNEY CPA GROUP LLC 610 Warren Avenue

Bremerton, WA 98337

CERTIFIED PUBLIC ACCOUNTANTS Phone: 360-377-4496

www.clarkewhitney.com Fax: 360-377-4497

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE FOR EACH MAJOR PROGRAM AND
ON INTERNAL CONTROL OVER COMPLIANCE REQUIRED BY THE UNIFORM GUIDANCE

To the Board of Directors
Hood Canal Salmon Enhancement Group
Belfair, Washington

OPINION ON EACH MAJOR FEDERAL PROGRAM

We have audited Hood Canal Salmon Enhancement Group’s compliance with the types of compliance
requirements described in the OMB Compliance Supplement that could have a direct and material effect
on each of Hood Canal Salmon Enhancement Group’s major federal programs for the year ended
December 31, 2024. Hood Canal Salmon Enhancement Group’s major federal programs are identified in
the summary of auditor’s results section of the accompanying schedule of findings and questioned costs.

In our opinion, Hood Canal Salmon Enhancement Group complied, in all material respects, with the types
of compliance requirements referred to above that could have a direct and material effect on each of its
major federal programs for the year ended December 31, 2024.

BASIS FOR OPINION ON EACH MAJOR FEDERAL PROGRAM

We conducted our audit of compliance in accordance with auditing standards generally accepted in the
United States of America; the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States; and the audit requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards (Uniform Guidance). Our responsibilities under those standards
and the Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of Hood Canal Salmon Enhancement Group and to meet our other
ethical responsibilities, in accordance with relevant ethical requirements relating to our audit. We believe
that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on
compliance for each major federal program. Our audit does not provide a legal determination of Hood
Canal Salmon Enhancement Group’s compliance with the compliance requirements referred to above.

MANAGEMENT'S RESPONSIBILITY
Management is responsible for compliance with the requirements referred to above and for the design,
implementation, and maintenance of effective internal control over compliance with the requirements of

laws, statutes, regulations, rules, and provisions of contracts or grant agreements applicable to Hood Canal
Salmon Enhancement Group’s federal programs.

24



AUDITOR'S RESPONSIBILITY

Our objectives are to obtain reasonable assurance about whether material noncompliance with the
compliance requirements referred to above occurred, whether due to fraud or error, and express an opinion
on Hood Canal Salmon Enhancement Group’s compliance based on our audit. Reasonable assurance is a
high level of assurance but is not absolute assurance and therefore is not a guarantee that an audit
conducted in accordance with generally accepted auditing standards, Government Auditing Standards, and
the Uniform Guidance will always detect material noncompliance when it exists. The risk of not detecting
material noncompliance resulting from fraud is higher than for that resulting from error, as fraud may
involve collusion, forgery, intentional omissions, misrepresentations, or the override of internal control.
Noncompliance with the compliance requirements referred to above is considered material if there is a
substantial likelihood that, individually or in the aggregate, it would influence the judgment made by a
reasonable user of the report on compliance about Hood Canal Salmon Enhancement Group’s compliance
with the requirements of each major federal program as a whole.

In performing an audit in accordance with generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or error, and design and
perform audit procedures responsive to those risks. Such procedures include examining, on a test
basis, evidence regarding Hood Canal Salmon Enhancement Group’s compliance with the compliance
requirements referred to above and performing such other procedures as we considered necessary in
the circumstances.

e Obtain an understanding of Hood Canal Salmon Enhancement Group’s internal control over
compliance relevant to the audit in order to design audit procedures that are appropriate in the
circumstances and to test and report on internal control over compliance in accordance with the
Uniform Guidance, but not for the purpose of expressing an opinion on the effectiveness of Hood
Canal Salmon Enhancement Group’s internal control over compliance. Accordingly, no such opinion
Is expressed.

We are required to communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit and any significant deficiencies and material weaknesses in internal
control over compliance that we identified during the audit.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE
A deficiency in internal control over compliance exists when the design or operation of a control over
compliance does not allow management or employees, in the normal course of performing their assigned

functions, to prevent, or detect and correct, noncompliance with a type of compliance requirement of a
federal program on a timely basis.

25



A material weakness in internal control over compliance is a deficiency, or combination of deficiencies,
in internal control over compliance, such that there is a reasonable possibility that material
noncompliance with a type of compliance requirement of a federal program will not be prevented, or
detected and corrected, on a timely basis. A significant deficiency in internal control over compliance is
a deficiency, or a combination of deficiencies, in internal control over compliance with a type of
compliance requirement of a federal program that is less severe than a material weakness in internal
control over compliance, yet important enough to merit attention by those charged with governance.

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

The purpose of this report on internal control over compliance is solely to describe the scope of our

testing of internal control over compliance and the results of that testing based on the requirements of the
Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Olurle Mﬂ’fﬁre? CPA Grovp LLC

Clarke Whitney CPA Group LLC
Bremerton, WA
November 6, 2025
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HOOD CANAL SALMON ENHANCEMENT GROUP
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2024

Section I—Summary of Auditor's Results
Financial Statements

Type of auditor's reportissued :  unmodified
Internal control over financial reporting:
» Material weakness(es) identified? yes X no

* Reportable condition(s) identified that are not considered to be material weaknesses? yes
X ____none reported

Noncompliance material to financial statements noted? _yes X __no
Federal Awards

Internal control over major programs:

» Material weakness(es) identified? _ yes X no

* Reportable condition(s) identified that are not considered to be material weakness(es)? yes
X____none reported

Type of auditor's report issued on compliance for major programs :  unmodified

Any audit findings disclosed that are required to be reported in accordance with
OMB Uniform Guidance? yes X __no

Identification of major programs:
CFDA Number(s)  Name of Federal Program or Cluster

11.438 Pacific Coast Salmon Recovery Pacific Salmon Treaty Program
11.463 Habitat Conservation

Dollar threshold used to distinguish between type A and type B programs: $750,000
Auditee qualified as low-risk auditee? yes X no
Section Il—Financial Statement Findings

There were no reportable findings.
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HOOD CANAL SALMON ENHANCEMENT GROUP
SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED DECEMBER 31, 2024

Section Ill—Federal Award Findings and Questionable Costs
There were no reportable findings
Section IV—Prior Year Audit Findings

There were no prior year audit findings
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