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December 29, 2016  

Mayor and City Council 

City of Ocean Shores 

Ocean Shores, Washington 

 

Report on Financial Statements 

Please find attached our report on the City of Ocean Shores’ financial statements. 

We are issuing this report in order to provide information on the City’s financial condition. 

Sincerely, 

 
 

TROY KELLEY 

STATE AUDITOR 

OLYMPIA, WA 

 

 

Washington State Auditor’s Office 
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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 

 

City of Ocean Shores 

Grays Harbor County 

January 1, 2015 through December 31, 2015 

 

Mayor and City Council 

City of Ocean Shores 

Ocean Shores, 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 the 

City of Ocean Shores, Grays Harbor County, Washington, as of and for the year ended 

December 31, 2015, and the related notes to the financial statements, which collectively comprise 

the City’s financial statements, and have issued our report thereon dated December 21, 2016. 

We issued an unmodified opinion on the fair presentation of the City’s financial statements in 

accordance with its regulatory basis of accounting.  We issued an adverse opinion on the fair 

presentation with regard to accounting principles generally accepted in the United States of 

America (GAAP) because the financial statements are prepared by the City using accounting 

practices prescribed by Washington State statutes and the State Auditor’s Budgeting, Accounting 

and Reporting System (BARS) manual described in Note 1, which is a basis of accounting other 

than GAAP.  The effects on the financial statements of the variances between the basis of 

accounting described in Note 1 and accounting principles generally accepted in the United States 

of America, although not reasonably determinable, are presumed to be material. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audit of the financial statements, we considered the City’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 the City’s 

internal control.  Accordingly, we do not express an opinion on the effectiveness of the City’s 

internal control. 
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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 City'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. 

In addition, we noted certain matters that we have reported to the management of the City in a 

separate letter dated December 21, 2016. 

 

COMPLIANCE AND OTHER MATTERS 

As part of obtaining reasonable assurance about whether the City’s financial statements are free 

from material misstatement, we performed tests of the City’s 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 

City’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 City’s internal control and 

compliance.  Accordingly, this communication is not suitable for any other purpose.  However,  
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this report is a matter of public record and its distribution is not limited.  It also serves to 

disseminate information to the public as a reporting tool to help citizens assess government 

operations. 

 
 

TROY KELLEY 

STATE AUDITOR 

OLYMPIA, WA 

 

December 21, 2016 
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INDEPENDENT AUDITOR’S REPORT ON 

FINANCIAL STATEMENTS 

 

City of Ocean Shores 

Grays Harbor County  

January 1, 2015 through December 31, 2015 

 

Mayor and City Council 

City of Ocean Shores 

Ocean Shores, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the City of Ocean Shores, Grays Harbor 

County, Washington, for the year ended December 31, 2015, and the related notes to the financial 

statements, which collectively comprise the City’s financial statements, as listed on page 11.   

 

Management’s Responsibility for the Financial Statements  

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with the financial reporting provisions of Washington State statutes and the 

Budgeting, Accounting and Reporting System (BARS) manual prescribed by the State Auditor 

described in Note 1.  This includes determining that the basis of accounting is acceptable for the 

presentation of the financial statements in the circumstances.  Management is also responsible 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. 

 

Auditor’s Responsibility  

Our responsibility is to express an opinion on these financial statements based on our audit.  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.  Those standards require that 

we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free from material misstatement.     

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 
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due to fraud or error.  In making those risk assessments, the auditor considers internal control 

relevant to the City’s preparation and fair presentation of the financial statements 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 the City’s internal control.  Accordingly, we express no such 

opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of significant accounting estimates made by management, as well as evaluating the 

overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinions. 

 

Unmodified Opinion on Regulatory Basis of Accounting (BARS Manual)  

As described in Note 1, the City of Ocean Shores has prepared these financial statements to meet 

the financial reporting requirements of Washington State statutes using accounting practices 

prescribed by the State Auditor’s Budgeting, Accounting and Reporting System (BARS) manual. 

Those accounting practices differ from accounting principles generally accepted in the United 

States of America (GAAP).  The differences in these accounting practices are also described in 

Note 1.   

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the financial position and results of operations of the City of Ocean Shores, for the year ended 

December 31, 2015, on the basis of accounting described in Note 1. 

 

Basis for Adverse Opinion on U.S. GAAP 

Auditing standards issued by the American Institute of Certified Public Accountants (AICPA) 

require auditors to formally acknowledge when governments do not prepare their financial 

statements, intended for general use, in accordance with GAAP.  The effects on the financial 

statements of the variances between GAAP and the accounting practices the City used, as 

described in Note 1, although not reasonably determinable, are presumed to be material.  As a 

result, we are required to issue an adverse opinion on whether the financial statements are 

presented fairly, in all material respects, in accordance with GAAP. 
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Adverse Opinion on U.S. GAAP 

The financial statements referred to above were not intended to, and in our opinion they do not, 

present fairly, in accordance with accounting principles generally accepted in the United States of 

America, the financial position of the City of Ocean Shores, as of December 31, 2015, or the 

changes in financial position or cash flows for the year then ended, due to the significance of the 

matter discussed in the above “Basis for Adverse Opinion on U.S. GAAP” paragraph. 

 

Other Matters 

Supplementary and Other Information 

Our audit was performed for the purpose of forming an opinion on the financial statements taken 

as a whole.  The accompanying Schedule of Liabilities is presented for purposes of additional 

analysis, as required by the prescribed BARS manual.  This schedule 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 taken as a whole. 

 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated 

December 21, 2016 on our consideration of the City’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 internal control over financial reporting or on compliance.  That report is an  
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integral part of an audit performed in accordance with Government Auditing Standards in 

considering the City’s internal control over financial reporting and compliance. 

 
TROY KELLEY 

STATE AUDITOR 

OLYMPIA, WA 

 

December 21, 2016  
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FINANCIAL SECTION 

 

City of Ocean Shores 

Grays Harbor County 

January 1, 2015 through December 31, 2015 

 

 

FINANCIAL STATEMENTS 

Fund Resources and Uses Arising from Cash Transactions – 2015 

Fiduciary Fund Resources and Uses Arising from Cash Transactions – 2015 

Notes to Financial Statements – 2015 

 

 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Liabilities – 2015 
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Total for All 

Funds
(Memo Only)

001 GENERAL 
FUND

102 GOLF 
COURSE

30810 Reserved 12,076,421 361,748 -

30880 Unreserved 3,994,807 1,169,477 -

388 & 588 Prior Period Adjustments, Net - - -

310 Taxes 7,906,714 4,407,132 -

320 Licenses and Permits 640,677 496,271 -

330 Intergovernmental Revenues 770,144 351,998 -

340 Charges for Goods and Services 6,590,793 57,328 -

350 Fines and Penalties 258,115 53,957 -

360 Miscellaneous Revenues 5,178,859 115,619 15,000

21,345,303 5,482,306 15,000

510 General Government 1,886,399 1,348,970 -

520 Public Safety 3,662,235 1,906,844 -

530 Utilities 4,188,879 101,262 -

540 Transportation 917,269 917,269 -

550 Natural and Economic 
Environment

735,367 735,367 -

560 Social Services - - -

570 Culture and Recreation 910,530 78,101 1,200

598 Miscellaneous Expenses - - -

12,300,679 5,087,812 1,200
9,044,624 394,493 13,800

370-380, 395 & 398 Other Financing Sources 588,046 9,902 -

391-393 Debt Proceeds - - -

397 Transfers-In 3,453,359 744,066 -

4,041,405 753,968 -

580, 596 & 599 Other Financing Uses 313,760 - -

591-593 Debt Service 9,310,611 135,413 -

594-595 Capital Expenditures 338,875 108,612 -

597 Transfers-Out 3,453,359 699,566 13,800

13,416,604 943,591 13,800

(330,576) 204,870 -

5081000 Reserved 10,455,725 275,936 -

5088000 Unreserved 5,284,928 1,460,161 -

15,740,653 1,736,097 -

Total Nonoperating Expenditures: 

Net Increase (Decrease) in Cash and Investments:

Ending Cash and Investments

Total Ending Cash and Investments

Operating Expenditures

Total Operating Expenditures: 
Net Operating Increase (Decrease): 

Nonoperating Revenues

Total Nonoperating Revenues: 

Nonoperating Expenditures

City of Ocean Shores
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2015

Beginning Cash and Investments

Operating Revenues

Total Operating Revenues: 

 The accompanying notes are an integral part of this statement. 
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104 EMERGENCY 

CARE
105 HOTEL-
MOTEL TAX

106 CONVENTION 
& TOURISM

112 BOATING 
SAFETY

115 LIBRARY 
SERVICES

202 GO FIRE 
BOND 

REDEMPTION

- - - - - 12,715

52,998 56,739 12,801 20,578 45,662 -

- - - - - -

472,104 938,465 - - 258,456 -

- - - - - -

- - - 6,469 - -

1,170,589 - 138,341 - 9,333 -

7,705 - - - - -

300 - 20,655 - 5,513 -

1,650,698 938,465 158,996 6,469 273,303 -

19,885 - - - - -

1,751,368 - - 4,022 - -

585 - - - - -

- - - - - -

- - - - - -

- - - - - -

- - 569,818 - 261,412 -

- - - - - -

1,771,838 - 569,818 4,022 261,412 -
(121,140) 938,465 (410,822) 2,447 11,891 -

- - - - - -

- - - - - -

272,011 - 500,000 - - 260,000

272,011 - 500,000 - - 260,000

15,918 34,004 68,415 - - -

30,935 - - - - 267,085

- - - - - -

139,821 825,864 20,616 - 16,372 -

186,674 859,868 89,031 - 16,372 267,085

(35,803) 78,597 147 2,447 (4,481) (7,085)

- - - - - 5,631

17,196 135,337 12,948 23,024 41,181 -

17,196 135,337 12,948 23,024 41,181 5,631

 The accompanying notes are an integral part of this statement. 
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205 GO STREET 

BOND 
REDEMPTION

206 GO CONV 
CENTER BOND 
REDEMPTION

211 CERB LOAN 
REDEMPTION

212 GO BOND 
REDEMPTION

301 CAPITAL 
IMPROVEMENT

ROUTES TO 
SCHOOL 

PROGRAM

18,904 11,795 1,108 1,542 - 213

- - - - 354,908 -

- - - - - -

261,016 - - - 174,860 -

- - - - - -

- 324,226 - - 87,451 -

- - - - - -

- - - - - -

14 - - - 453 0

261,030 324,226 - - 262,764 0

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -
261,030 324,226 - - 262,764 0

- - - - 49,738 -

- - - - - -

- 325,864 29,186 153,800 - -

- 325,864 29,186 153,800 49,738 -

- - - - - -

254,624 620,155 30,294 153,195 - -

- - - - 80,639 -

- - - - 260,000 -

254,624 620,155 30,294 153,195 340,639 -

6,406 29,935 (1,108) 605 (28,137) 0

25,311 41,731 - 2,147 - 213

- - - - 326,772 -

25,311 41,731 - 2,147 326,772 213

 The accompanying notes are an integral part of this statement. 
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350 CONVENTION 

CENTER CAP 
IMPROVMT

373 FAA 
AIRPORT 

IMPROVEMENTS

381 RAZOR CLAM 
BRIDGE 

REPLACEMENT
406 MITIGATION 

LAND BANK

413 LID BOND 
GUARANTY 

FUND

416 LID 
ADMINISTRATIVE 

COST

- - - - 1,962,609 -

250,145 - - 14,904 - 715,326

- - - - - -

- - - - - 672

- - - - - -

- - - - - -

- - - - - 54,027

- - - - - -

326 - - 9 - 279,215

326 - - 9 - 333,914

- - - - - -

- - - - - -

- - - 11,749 - 688,939

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - 11,749 - 688,939
326 - - (11,740) - (355,025)

- - - - - -

- - - - - -

- - - - - 883,714

- - - - - 883,714

- - - - - -

- - - - - -

- 82 1,608 - - -

- - - - 420,900 37,437

- 82 1,608 - 420,900 37,437

326 (82) (1,608) (11,740) (420,900) 491,252

- - - - 1,541,709 -

250,471 (82) (1,608) 3,163 - 1,206,578

250,471 (82) (1,608) 3,163 1,541,709 1,206,578

 The accompanying notes are an integral part of this statement. 
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418 LID 07-01 

BOND 
REDEMPTION

434 WATER 
UTILITY 

OPERATIONS

435 SEWER 
UTILITY 

OPERATIONS

438 STORM 
DRAIN UTILITY 
OPERATIONS

UNEMPLOYMENT 
COMPENSATION 

FUND

504 SELF 
INSURANCE 

FUND

5,631,324 831,871 3,230,775 11,815 - -

- 62,917 1,099,759 50,067 65,874 22,650

- - - - - -

- 501,843 892,165 - - -

- 61,375 83,031 - - -

- - - - - -

- 2,262,366 2,155,877 742,931 - -

90,054 34,243 61,027 11,129 - -

3,958,515 2,626 532,378 619 21,291 226,325

4,048,569 2,862,453 3,724,478 754,679 21,291 226,325

- 88,377 83,958 28,723 13,833 302,655

- - - - - -

- 1,499,443 1,472,868 414,032 - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- - - - - -

- 1,587,820 1,556,826 442,755 13,833 302,655
4,048,569 1,274,633 2,167,652 311,924 7,458 (76,330)

- 279,433 248,972 - - -

- - - - - -

- 63,500 8,493 2,905 - 209,820

- 342,933 257,465 2,905 - 209,820

- - - 195,422 - -

5,633,316 1,115,733 1,069,861 - - -

- 87,956 59,977 - - -

- 237,187 648,727 133,069 - -

5,633,316 1,440,876 1,778,565 328,492 - -

(1,584,747) 176,690 646,552 (13,662) 7,458 133,490

4,046,577 970,309 3,526,422 19,740 - -

- 101,169 1,450,664 28,481 73,332 156,140

4,046,577 1,071,478 4,977,086 48,221 73,332 156,140

 The accompanying notes are an integral part of this statement. 
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Total for All 
Funds

(Memo Only)

621 AVIATION 
SCHOLARSHIP 

TRUST
622 MUNICIPAL 
COURT TRUST

308 Beginning Cash and Investments 10,900 1,107 9,793

388 & 588 Prior Period Adjustments, Net - - -

310-360 Revenues 116 116 -

380-390 Other Increases and Financing Sources 115,716 - 115,716

510-570 Expenditures - - -

580-590 Other Decreases and Financing Uses 117,992 - 117,992

(2,160) 116 (2,276)

508 Ending Cash and Investments 8,739 1,223 7,516

City of Ocean Shores
Fiduciary Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2015

Net Increase (Decrease) in Cash and Investments:

 The accompanying notes are an integral part of this statement. 
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Cash Basis Budgeting, Accounting and Report-
ing System 

Schedule of Liabilities 
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Deposits and Investments

Debt Service Requirements

Other Financing Sources Uses 

 

Washington State Auditor's Office

___________________________________________________________________________________________________________________

Page 21



 

Washington State Auditor's Office

___________________________________________________________________________________________________________________

Page 22



 

Washington State Auditor's Office

___________________________________________________________________________________________________________________

Page 23



 

Washington State Auditor's Office

___________________________________________________________________________________________________________________

Page 24



 

Washington State Auditor's Office

___________________________________________________________________________________________________________________

Page 25



 

Washington State Auditor's Office

___________________________________________________________________________________________________________________

Page 26



 

 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 27



 
ID. No. Description Due Date

Beginning 
Balance Additions Reductions Ending Balance

263.81 1/1/2016 29,406 - 29,406 -

251.12 UTGO Bonds (Pt. Brown Avenue) 7/1/2016 110,548 - 55,061 55,487

251.12 12/1/2015 190,000 - 190,000 -

251.21 12/1/2021 9,520,000 - 1,160,000 8,360,000

263.96 12/1/2016 25,624 - 25,624 (0)

251.11 LTGO Bond (Fire Station & City Hall) 12/1/2032 4,425,000 - 80,000 4,345,000

251.11 12/1/2020 780,000 - 120,000 660,000

251.11 12/31/2035 9,085,000 - 280,000 8,805,000

263.51 Ladder Truck Lease 6/1/2017 257,644 - 99,699 157,945

263.51 Ambulance 2014 DCN 14-01 1/31/2019 123,179 - 27,571 95,608

24,546,402 - 2,067,361 22,479,040

263.82 10/1/2026 1,042,237 - 86,853 955,384

263.82 2/1/2031 2,530,018 - 140,556 2,389,462

252.11 12/1/2024 3,960,000 - 325,000 3,635,000

259.12 Compensated Absences 446,823 1,127,165 704,461 869,527

264.30 Pension Liability - 2,523,396 - 2,523,396

7,979,078 3,650,561 1,256,870 10,372,769

253.11 LID 07-01 Bonds (City Streets) 2/1/2029 19,626,088 - 4,210,000 15,416,088

19,626,088 - 4,210,000 15,416,088

52,151,568 3,650,561 7,534,231 48,267,897

Revenue Bond Water & Sewer (Carrillo)

Total Revenue and Other (non G.O.) Debt/Liabilities:

Assessment Debt/Liabilities (with commitments)

Total Assessment Debt/Liabilities (with 
commitments):

Total Liabilities:

LTGO Bond (Weatherwax  Prop./Driving 
Range Refunding)

LTGO Bond (2014 Convention 
Center/PFD Refunding Bonds)

Total General Obligation Debt/Liabilities:

Revenue and Other (non G.O.) Debt/Liabilities

Public Works Board  (DWSRF) Water 
Plant

Public Works Board  (DWSRF/ARRA) 
Water Plant

City of Ocean Shores
Schedule of Liabilities

For the Year Ended December 31, 2015

General Obligation Debt/Liabilities

Capital Improvement Loan (Shilo 
Medial)

UTGO Bonds (Pt. Brown Avenue 
Refunding)

UTGO Bond (Water/Sewer Refunding)

LOCAL Bonds (Triple Combination Fire 
Engine)
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ABOUT THE STATE AUDITOR’S OFFICE  

The State Auditor's Office is established in the state's Constitution and is part of the executive 

branch of state government. The State Auditor is elected by the citizens of Washington and serves 

four-year terms. 

We work with our audit clients and citizens to achieve our vision of government that works for 

citizens, by helping governments work better, cost less, deliver higher value, and earn greater 

public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 

resources, we also hold ourselves accountable by continually improving our audit quality and 

operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor's Office has the independence necessary to objectively 

perform audits and investigations. Our audits are designed to comply with professional standards 

as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 

part of all local governments, including schools, and all state agencies, including institutions of 

higher education. In addition, we conduct performance audits of state agencies and local 

governments as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available on 

our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 

assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office  

Public Records requests PublicRecords@sao.wa.gov  

Main telephone (360) 902-0370 

Toll-free Citizen Hotline (866) 902-3900 

Website www.sao.wa.gov 
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