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Audits and findings, by the numbers

Every year, we issue thousands of reports, reflecting the results of many different kinds of

(]
audits. Just a small percentage of the audits find a significant problem - in other words, a
*finding” Here's what we did on the public’s behalf in fiscal year 2024;

July 1, 2023 - June 30, 2024

audits audits > audits
136 findings 86 findings 2 260 findings

Accountability audits ! Financial audits Federal audits

Accountability audits determine Financial audits determine Federal audits determine
whether public funds are accounted whether the financial whether federal money is
for and if controls are in place to statements present an - being used according to
protect public resources from loss, accurate picture of a federal regulations.
misappropriation and abuse, government's finances.




Preparing for audit

* Open a line of communication before the audit
Get acquainted start date

with the auditor

¢ Request a “pre-audit” meeting with the audit
team

e Keep your files current and complete

Cleanup ¢ Learn from the past. Review your government’s
S past audit results

¢ Assess changes in activities
Document,

document e Remember to document, document,
document throughout the year
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Preparing for audit

* Document your internal processes and recording
financial transactions properly

* Be aware of changing accounting standards

Keep on top of
changes

Prepare * Perform a self-review of the annual report

Oy * Develop an audit timeline and assign
responsibilities

for audit.

And, finally... Relax! You’ve done all you can and are now ready}

Office of the Washington State Auditor




effective audits

o Bond deadlines

providing audit documents

| Office of the Washington State Auditor

Make good use of pre-audit meetings

SAQ’s priority is to work with you on timely and cost-

Be sure to identify and communicate your audit needs

o Federal grant compliance deadlines (Single Audit)

Regular audit status meetings keep us both on track

Work with your auditors to have a plan in place for

Audit timeliness takes a team effort

AUDIT

Accounting / Financial Reporting
Federal Grants

Accounts payable / Disbursements
Safeguarding of Assets / Property

Cash Receipting

Payroll

Open Public Meetings

Procurement / Bidding / Prevailing Wage

Billings / Receivables
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Financial statement reporting

Risks to consider:

* Inadequate review of the prepared
financial statements

* Lack of documentation evidencing review performed

* Qutdated note disclosures, missing information and
numerical errors

Helpful tips:

v'Consider using the “Checklist for Preparing Cash-Basis
Financial Statements” for preparation and review

v'Always use the most up-to-date version of the BARS Manual
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Resource: financial statement reporting checklist

nment

Center (0 67 e oy - Updated annually to include new BARS

mmshaagsn,.Mal requirements and other accounting

- Covers several aspects of the financial
statements, including funds structures,
cash and investments balances, required
schedules, and more

Find this and other

financial reporting
tools in our online
Resource Library

Office of the Washington State Auditor



https://sao.wa.gov/improving-government/resource-library

Ways to get help:

ESSENTIALS OF

="

MANAGING
FEDERAL AWARDS . .
o v’ Essentials of Managing Federal Awards
c' ) compliance handbook
LI | I8

v'October 7, 2025: Federal Award

Federal Grants Requirements training (SAO via

WFOA.org)

Office of the Washington State Auditor
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Risks to consider:

v Payments were not supported by invoices

or itemized receipts

v'Unable to demonstrate purchases were

Accounts payable for a valid business purpose

Office of the Washington State Auditor
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Resource: Accounts Payable Guide

- Develop expectations for managers (or
departments) who approve invoices or
other payments

- Specify any duties accounts payable should
not do. For example, accounts payable
clerks are not allowed to purchase or
receive goods, reconcile the bank account,
perform or approve the check run, or add or
edit vendors in the vendor master file.

ide
Accounts payable Guid
|mproving your processess:

rvisor
Tips for |eaders, managers, Supe

and accounts payable clerks

® innovation  rem |
‘ m{ % &
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Risks to consider:

v'Not having an asset policy

v'Not tracking and monitoring assets

Safeguarding of purchased or performing an annual
assets/property inventory

Office of the Washington State Auditor
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Resource: small and attractive assets best

practice
ﬂ + Perform a smart risk assessment
ok \ « Maintain centralized asset listings, and
Best Practiczsu ::\d I restrict asset to those listings especially
tracking ST ° | from those with custody of assets
attractive ass€
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Risks to consider:

v" Not having thorough cash receipting

policies

v Not making cash deposits timely

Cash receipting v' Inadequate segregation of duties

v’ Insufficient reconciliations

Office of the Washington State Auditor
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Cash Receipting

Keep your money secure:
Tipsforfeades, managers, upervisors
nd casiers

Office of the Washington State Auditor

Resource: cash receipting guide

- Segregate duties between these areas:

those who have custody of the asset
(primarily cashiers), authorization,
recording (of the deposit) and
reconciliation (of the deposit, or to the
bank)

Select your vendor with care. Discuss and
agree on your scope and specifications in
advance. Use a robust selection process so
that you make the best choice, based on
your needs.

WEEKLY
TIMESHEET

Time In |Time Out| Hours

on |9:00 Ak 5:00 P11

e |9:00 A |00 PM
9:00 A | 6:00 PH
u | 3:00 AM|S:00 PM|

Payroll

18
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Inherent risk due to the variety of ways
employees earn payroll:

* Overtime

* Leave buyouts

Risks to consider:

* Inadequate tracking can lead to
noncompliance with City policies and/or
collective bargaining agreements

* Support for the calculation not maintained




Resource: payroll guide

“ - Describe what you expect payroll staff to
verify when processing payments, such as
information related to timekeeping,
supplemental compensation, leave

‘ balances, compensatory time, and payroll
deductions.

s - Identify who will assign and approve user
Payroll Gwde access, and specify how often user roles
Improving your Processes \ should be reviewed. Your policy should not
it “‘ allow payroll processors or payroll
. . ‘\ management to control administrative
@ nnoves 28 rights or user access, as these are
: 'R conflicting duties.

Office of the Washington State Auditor
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. . 3.8.5)
Open Public Meetmgs v'Adequately document executive sessions to
Act (OPMA) comply with the OPMA
v'Publicly post meeting minutes in a timely

Helpful tips:

v'Provide adequate notice of meeting days and
times (and access codes for virtual meetings)

v'Hold the regular board meetings at the
regularly scheduled time

v’ Admit people into virtual meetings on time

v'Document the voucher approvals for
disbursements and payroll (BARS Manual,

manner

Office of the Washington State Auditor
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OPMA - DEVELOPING AND MODIFYING AGENDAS ZMRSC
Practice Tips ro- o,

AL GOVERNMENT.
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Resource: MRSC & SAO tip sheets

OPMA — EXECUTIVE SESSIONS -/; MRSC
Checklist ror oca soveemenrs -

Procurement

Office of the Washington State Auditor

Common recommendations:

* Awarding bids through purchase

cooperatives (“piggybacking”)

* Use of sole-source exemptions

* Noncompliance when using “best value”

11



Procurement: Piggybacking

v'Ensure the awarding entity is a public agency or group of public agencies

v'Ensure contract awarded by cooperative/other government meets the
city or town’s competitive bid requirements (this has changed in the last

couple of years)
v'Ensure interlocal agreement is created before purchasing goods

v'Keep records of how you met this before letting the contract

Office of the Washington State Auditor

Procurement: Sole source

* Must meet RCW 39.04.280(1)(a) criteria
* Not eligible for purchases made with federal funds

* Name-brand specification is not the same as sole-
source exception; name-brand specification is
allowable if the information is included in the
specifications and call for bids.

* Must clearly document why only one
manufacturer’s equipment is necessary to meet the
operational needs and why it cannot be adequately
substituted by another manufacturer’s equipment

Office of the Washington State Auditor
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Procurement: Best value

Attorney General opinion in June 2018:

* |f best value is used, auditors look for:

o Criteria were established before bidding occurred and were included with
advertised bid specification

o Price MUST be included in the best value criteria

o Documentation of value scores maintained
for each responsive bid and supports selected bid/vendor

* Conclusion:

o Competitive bidding may consider “best value” criteria IF appropriately
included in the bid request

Office of the Washington State Auditor

Resource: procurement collection

=)
Buwng - Collection of resources

and aimed at compliance with

buying and bidding laws.

Ensuring your government follows Washington purchasing laws

Is this Bidder
Responsible?

Evaluation checklist for public contracts

- Covers purchasing
considerations using
local, state and federal

funding.

Office of the Washington State Auditor

13



Risks to consider:

O v'Customers were not charged the correct
amount

v'Adjustments were not reviewed or

supported

Billing
and Receivables v'Late fees weren’t charged as outlined by
policy

Office of the Washington State Auditor
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Resource: accounts receivable guide

- Staff can change the amount customers or
debtors owe with credit memos, invoice
reversals, account adjustments, or balance
transfers. Therefore, it is important your
policies include some parameters.

- Ideally, your policies should restrict billing
or collection staff from handling, accepting,
or posting payments. If this is not possible,

. describe how managers should monitor to

- compensate for the increased fraud risk.

Accounts Receivable Guide

(& Innovation

Office of the Washington State Auditor
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Reporting fraud or loss

The Audit Connection Blog  Coronavirus ~ PublicRecords Chientlogin ] [ @ ©
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* Remember to report any

known or Suspected MeAudiu About Audits Improving Government | ARS & Annual Filing Report a Concern About SAO

instances of fraud or loss Preventing Fraud

to SAO (RCW 43.09.185) o Our goal at the State Auditor’s Office (SAO) is to help you
Rz prevent, detect and report fraud in your government.

. . Wansops What to do if you suspect fraud
* Easiest to do this through o

etegance Too Read about how

SAO’S Website Resource Library Visit our reporting and when to seek
Technical Agnce fraud in government SAO approval for
#Gov1o1 page to learn more arestitution
. agreement

E=

Fraud Resources

Fraud is costly to Washington governments.

Office of the Washington State Auditor

Support for Cities and Towns at SAO

Cities and Towns always have support when working with SAO during an audit.
People you can contact:

 Cities / Towns program manager and subject matter
experts (SMEs)

* Local audit staff

* Client HelpDesk

* And more ...

Plus internal guidance:
* Planning guides

* Level of reporting

Office of the Washington State Auditor
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https://sao.wa.gov/improving-government/preventing-fraud

Questions?

Lisa Carrell, CPA

Cities/Towns Program Manager
Team Olympia Audit Manager
Lisa.Carrell@sao.wa.gov

(564) 999-0882

Niles Kostick

Center for Government Innovation Manager
Center@sao.wa.gov
(564) 999-0816

Office of the Washington State Auditor

QQ
Q

31

31

16



	Intro
	Slide 1: SAO Resources to Prepare for Your Upcoming Audit
	Slide 2: Today’s agenda

	Local Audit
	Slide 3: About SAO
	Slide 4: Audits by the numbers
	Slide 5: Preparing for audit
	Slide 6: Preparing for audit continued
	Slide 7: Audit timeliness takes a team effort

	Common Audit Recommendations
	Slide 8: Most common audit recommendations issued in 2024
	Slide 9: Financial statement reporting
	Slide 10: Resource: financial statement reporting checklist
	Slide 11: Federal Grants
	Slide 12: Accounts payable
	Slide 13: Resource: Accounts Payable Guide
	Slide 14: Safeguarding of assets/property
	Slide 15: Resource: small and attractive assets best practice
	Slide 16: Cash receipting
	Slide 17: Resource: cash receipting guide
	Slide 18: Payroll
	Slide 19: Resource: payroll guide
	Slide 20: Open Public Meetings Act (OPMA)
	Slide 21: Resource: MRSC & SAO tip sheets
	Slide 22: Procurement
	Slide 23: Procurement: Piggybacking
	Slide 24: Procurement: Sole source
	Slide 25: Procurement: Best value
	Slide 26: Resource: procurement collection
	Slide 27: Billing and Receivables
	Slide 28: Resource: accounts receivable guide

	Fraud Prevention
	Slide 29: Reporting fraud or loss
	Slide 30: Support for Cities and Towns at SAO

	Questions
	Slide 31


