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How city councils can affect audits



SAO’s mission
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About SAO
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State & local 
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services
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Pat McCarthy
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Session overview

• Type of audits we perform 

• Overview of the audit process

• Council’s role in the audit process

• Reporting levels for audit issues

• Council’s role in addressing common recommendations

• Helpful resources from the Center for Government Innovation
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Types of audits
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Audit process
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Council responsibilities that auditors rely on:

Control 
environment     
& activities

• Organizational 
oversight

• Adopt policies, 
procedures, and 
internal controls

• Attend open public 
meetings

• Establish the 
budget

Risk  
assessment

• Identify and 
evaluate internal 
and external risks

• Determine how 
risks should be 
addressed and 
controlled

Monitoring

• Review and 
approve voucher 
and payroll claims

• Approve contracts 
on behalf of the 
government

• Review financial 
activity in relation 
to the budget

Council’s role in the audit process
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Governance

Management

Independent 
Auditor

Working with the independent auditor:

Mayor/council’s role in the audit process

• Discuss risk assessment with auditors

• Participate in key meetings

• Support audit liaison

• Follow up on audit recommendations

• Mayor sign the management 
representation letter (in mayor-
council form of government)

• Become familiar with information 
and resources available
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Significant results that will be published in audit report

Important results that will appear in management letter

Insignificant issues communicated to management

Management 
letter

Exit items

Findings

Reporting levels for audit findings
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How city councils can help address 
audit recommendations

• Attend exit conferences

• Fully understand recommendations 
and ask questions

• Revisit associated policies or 
consider creating new policies

• Consider whether employees need 
additional training or resources 

• Follow up with management about 
the status of corrective action after 
the exit conference
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What auditors look for with open 
public meetings 

Regular meetings:

• Minutes are adequately recorded and retained 

• Quorum of governing body attends each meeting

• Official decisions and voting records recorded in 
the minutes

• Approval of prior minutes, monthly claims and 
payroll expenses

Special meetings:

• Advertising appropriately within 24 hours

• Business is only for the advertised purposes
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What auditors look for with open 
public meetings 

Executive sessions:

• Purpose for excluding the public is clearly 
documented and allowed by RCW

• Expected duration of the executive session 
announced and documented in the regular minutes 

• Actual time the governing body entered into 
executive session and the time they returned to 
regular session 

• Governing body cannot return into regular                                       
session until the expected duration has ended

12



13

Resources:
Open public 

meetings
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Top audit issues for cities

Most common:

1. Accounting and financial reporting

2. Federal grants

3. Procurement, bids, prevailing wage

4. Accounts payable disbursements

Less common: Restricted funds, cash receipting, 
payroll/personnel, safeguarding of assets/property, 
financial condition

14



Common audit issue: Financial reporting

How city councils can help:

• Provide resources so that employees receive 
necessary training to do their jobs

• Establish effective policies and procedures over 
the financial statement preparation process 

• Review financial statement errors identified in 
the prior audit recommendations

• Verify with management that an independent 
person reviews the financial statements before 
submitting the annual report
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Updated January 2023

Resources:
Financial 
reporting
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Common audit issue: Federal grants

How city councils can help:

• Provide resources so that employees 
administering federal grant programs receive 
adequate training

• Stay informed of federal grant and loan funding 
the city has received

• Understand what the grant or loan funds are              
allowed to be used for 

• When money is passed to a subrecipient, sure 
city staff is monitoring the subrecipient’s                                 
use of the funds
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Resources:
Federal 

grants blog 
posts
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Common audit finding: Procurement

How city councils can help:

• Know the city’s bidding requirements

• Make sure the city’s policies are updated 

• Discuss upcoming purchases/contracts and methods 
of procuring these goods and services

• Before approving contracts, verify the city followed 
appropriate bidding requirements

• When declaring sole source exemptions, make sure 
that the exemption meets the state law requirement
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Resources:
Procurement

Updated August 2022
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Resources:
Procurement

Updated April 2023

Updated guidance:
Interlocal Agreement Act 
does not apply to contracts 
offered by the Washington 
Department of Enterprise 
Services.
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Common audit findings: Disbursements, 
payroll and electronic funds transfer (EFT)
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How city councils can help:

• Closely review payroll and claims transactions 
monthly at the regular council meetings

• Review budget to actual reports monthly 

• Approve payroll contracts and contracts for                           
goods and services while keeping in mind conflict 
of interest laws and available budget



Common audit findings: Disbursements, 
payroll and electronic funds transfer (EFT)
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How city councils can help (continued):

• Ensure city policies require:

o Staff to retain itemized invoices/receipts for all 
purchases and EFTs

o Segregation of duties between:

o Those with access to perform EFTs and 

o Those that review bank reconciliations



Fraud-prevention resource for elected 
officials and appointed board members

The guide is organized into three sections: 

• Preventing fraud: Includes tips to consider 
when establishing a fraud policy and assessing 
your risk 

• Detecting fraud: Offers tips for improving your 
fraud-detection abilities, including a list of 
three review strategies

• Responding to fraud: Provides guidance on 
developing a fraud response plan, 
communicating to the media and public, and 
reporting known and suspected losses to SAO
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New 
Resources:
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Electronic 
payments



Resources:
Accounts 

payable & 
payroll
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Know your city’s financial health

• Evaluate the city’s financial health regularly

• Understand the city’s financial resources 
(i.e., revenues) and anticipated upcoming 
expenses or projects when preparing the 
budget 

• Actively participate in financial discussions 
at monthly board meetings 

• Perform a detailed review of monthly claims 
and verify that expenses will not exceed 
approved budget
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Resources:
Financial 

Intelligence 
Tool



Accounts 
payable & 
receivable

Cash 
receipting

Payroll

Assets

Procurement

GAAP & Cash 
financial reporting

Public records & 
open meetings

Revenues & 
expendituresCybersecurity

Fraud 
prevention

TechnologyFederal funds

SAO’s online Resource Library

Looking for tips to help manage your 
government’s day-to-day business?
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Two ways to sign up:

1. Via SAO’s website at sao.wa.gov, 
then click on the Audit 
Connection blog at the top of the 
page. Fill in your information in 
the ribbon on the left. 

2. Or scan this QR code with your 
phone and fill in your information.
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Subscribe to SAO’s e-newsletter
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Smart governments know cyber 
health is key. Talk to the Center 
for Government Innovation about 
a free checkup!

#BeCyberSmart

• Phone: 564-999-0818
• Email: center@sao.wa.gov
• Website: sao.wa.gov
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Why get a checkup?
The Center’s new checkups will help your government: 

• Understand security safeguards and 
why they’re important

• Begin building a cybersecurity 
program or strengthen an existing one

• Rank the urgency of identified security 
gaps and prioritize improvements

• Connect to free and low-cost 
resources

sao.wa.gov/becybersmart



Questions
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Contact information

Ann Strand
Ann.Strand@sao.wa.gov
(509) 454-7849

Debbie Pennick, CPA
Center@sao.wa.gov
(564) 999-0818

Website: https://www.sao.wa.gov/
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