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Common audit 
issues and ways to 

prevent them

AWC Budget Workshop
August 1, 2024

Ann Strand
Assistant Director of Local Audit

Niles Kostick
Center for Government Innovation Manager

Today’s agenda

01    Common audit issues 

02    Required risks to assess

04    Helpful resources

03    Emerging issues
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Area of Issue ML Finding

Financial Statement Preparation 18 28

Suspension and debarment - federal 
single audits 13

Procurement  – federal single audits 5 6

Procurement – accountability audits (state 
and local regulations)

16 2

Safeguarding of assets/property 9 2

Billings/receivables 5 2

Accounts payable/disbursements 4 2

Common Audit Findings & Resources to HelpOffice of the Washington State Auditor 

Audit issue by 
category
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• Perform an independent review 
of financial statements

• Know your reporting 
requirements
• New GASBs
• Updated BARS requirements

• Verify amounts in the statements 
agree to supporting 
documentation

• Reconcile bank statements to 
general ledger

Common Audit Findings & Resources to HelpOffice of the Washington State Auditor 

Financial 
statement 

preparation
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Updated January 
2024

New section for lease 
accounting. Five questions to 
help you double-check several 
aspects of your 
implementation.

Center 
resource

Center 
resource

Bonus tip:

Look at your data holistically 
and historically. It may be 
hard to spot errors unless you 
zoom out.
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Policy must: 

✓Include federal procurement procedures

✓Require employees to use the most 
restrictive of state, local and federal 
thresholds

✓Have written standards of conduct 
covering conflicts of interest 

Office of the Washington State Auditor 

Federal 
procurement

Common Audit Findings & Resources to Help 7

• No policy or procedures in place

• Policies/procedures don’t 

address federal, state and local 

requirements or thresholds 

• Standards of Conduct Policy is 

missing

Office of the Washington State Auditor 

Federal 
procurement 
audit issues

Common Audit Findings & Resources to Help 8
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• Lack of documentation to show the entity:

• Procured goods or services properly

• Solicited qualifications for architect 

and engineering services and selected 

most qualified firm

• Piggybacking – not verifying that the lead 

entity complied with its own procurement 

requirements

Office of the Washington State Auditor 

Accountability 
 procurement 
audit issues

Common Audit Findings & Resources to Help 9

Procurement resources

Common Audit Findings & Resources to 
Help
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Required for: 

✓All new contracts (purchases) more than 
$25,000

✓All new subrecipient contracts (no 
threshold)

Office of the Washington State Auditor 

Federal 
suspension & 

debarment

Common Audit Findings & Resources to Help

Verification can be a clause in 
contract; review EPLS or written 
certification from contractor
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Center blog 
articles

Are you applying for new federal awards? Know the 

strings attached.

www.sao.wa.gov 
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Center 
resource

Updated April 2022

Will help you identify, prioritize 
and mitigate your risk to your 
federal grants

✓Not having an asset policy 

✓Not tracking and monitoring assets 

purchased or performing an annual 

inventory

Office of the Washington State Auditor 

Safeguarding of 
assets/property 

issues

Common Audit Findings & Resources to Help 14
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✓Customers were not charged the 

correct amount

✓Adjustments were not reviewed or 

supported

✓Late fees weren’t charged as outlined 

by policy

Office of the Washington State Auditor 

Billing and 
receivable issues

Common Audit Findings & Resources to Help 15

✓Payments were not supported by 

invoices or itemized receipts

✓Cities were not able to determine 

whether purchases were for valid 

business purposes

Office of the Washington State Auditor 

Accounts payable 
issues

Common Audit Findings & Resources to Help 16
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Center 
resources

• Electronic Fund Transfer (EFT) 

controls

Common Audit Findings & Resources to HelpOffice of the Washington State Auditor 

Required risks
to assess
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• There is an increase in payroll & 
vendor EFT cyber-related fraud

• External bad actors are using social 
engineering to convince your staff to:

o Change bank information for 
an employee or vendor

o Purchase gift cards

o Make electronic payments 

Common Audit Findings & Resources to HelpOffice of the Washington State Auditor 19

EFT Controls

Required risks
to assess

Common Audit Findings & Resources to HelpOffice of the Washington State Auditor 

EFT controls

• WA’s governments are required 
to report losses to SAO

• More than 150 loss reports 
submitted since 2016 

• From smallest governments to 
largest state agencies

• Losses total more than $30 
million 

Remember to report these 
losses to SAO, even if you were 
able to recover funds. 
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Office of the Washington State Auditor 

• Establish a standardized process 
to initiate, approve and execute 
ACH transactions

• Segregation duties
• Require reporting of suspicious 

activity immediately
• Validate internally transferred 

emails
• Use reliable contact information

21

Put it in writing and be 
reasonably suspicious

How to prevent it

Office of the Washington State Auditor Common Audit Findings & Resources to Help 21

Center 
resources
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Declining financial condition

Audit timeliness

Fraud statistics

Emerging issues

Office of the Washington State Auditor Common Audit Findings & Resources to Help 23

Declining financial 
condition

24

Start with approving a 
balanced budget
• Anticipate and budget for expenses

• Forecast anticipated revenues and perform 
utility rate studies to assess needs

• Ensure that revenues and available 
resources are adequate to pay for 
appropriations

• If the financial condition is declining, 
evaluate solutions and develop a plan to 
address it

Office of the Washington State Auditor Common Audit Findings & Resources to Help 24
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Office of the Washington State Auditor 

• Compare actual revenues to 

anticipated revenues regularly

• When approving expenses, verify 

the applicable fund:

• Hasn’t exceeded its budgeted 

appropriations

• Has the available resources to pay 

for the expenses

25
Office of the Washington State Auditor Common Audit Findings & Resources to Help 25

Actively monitor your 
financial activity

Center 
resources
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Office of the Washington State Auditor 

Audit timeliness takes a team effort

• SAO’s priority is to work with you on timely and 
cost-effective audits

• Be sure to identify and communicate your audit 
needs
oBond deadlines
oAnnual Comprehensive Financial Reporting 

(ACFR)

• We will work collaboratively with you to plan and 
effectively meet the audit timeline needs

• Good communication makes it all happen

27Office of the Washington State Auditor Common Audit Findings & Resources to Help 27

City/town fraud reports issued by year
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City/town misappropriation (excluding cyber)

29
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Growing Strong 2024

• Many schemes reveal themselves in the 

statements, either obviously or subtly.

• Bank statements provides helpful 

perspective into a government’s 

activities.

Bank account activity is 
the core source of a 

government’s money flow

Office of the Washington State Auditor Common Audit Findings & Resources to Help 30

Why?
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Growing Strong 2024

Scan QR to download it 
from our Resource Library!

Fraud-prevention 
resource for elected 

officials and appointed 
board members

31Office of the Washington State Auditor Common Audit Findings & Resources to Help 31

Trust, but verify

Subscribe to SAO’s e-newsletter

Two ways to sign up:

1. Via SAO’s website at sao.wa.gov
2. Use the QR code below:

Office of the Washington State Auditor Common Audit Findings & Resources to Help 32
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https://sao.wa.gov/resource-library/Fraud-Prevention
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Newest resources you should know

Office of the Washington State Auditor Common Audit Findings & Resources to Help 33

• Small entity best practices

• Bid law guide update

• Take home vehicles and small 
and attractive assets updates

• Single audit guide

• IT policies guide

• Segregation of duties guide 
update

Coming 
soon

Coming soon!
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Get 11 years of data down to the 
account level in FIT coming this 
fall, just in time for budgeting 
and year-end work.

Coming 
soon

Drilldowns return 
to FIT

About the 
Center
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Ann Strand
Assistant Director of Local Audit
Ann.Strand@sao.wa.gov 
(509) 454-7849

Niles Kostick
Center for Government Innovation Manager
Center@sao.wa.gov
(564) 999-0818

Contact information
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