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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

Town of Wilbur
Lincoln County
January 1, 2014 through December 31, 2015

2015-001 The Town’s internal controls over financial statement
preparation were inadequate to ensure accurate reporting.

Background

Town management is responsible for designing and following internal controls
that provide reasonable assurance regarding the reliability of financial reporting.
Our audit identified deficiencies in internal controls that adversely affected the
Town’s ability to produce reliable financial statements, notes and required
schedules.

Description of Condition

Our audit identified the following deficiencies in internal controls over financial
reporting that, when taken together, represent a significant deficiency:

e Town personnel responsible for compiling the financial information did
not have adequate knowledge to accurately prepare the financial
statements, notes to the financial statements, and schedule of liabilities.

e The Town does not have controls in place to ensure its annual financial
reports are prepared in accordance with current Budgeting, Accounting
and Reporting Systems (BARS) Manual and submitted in accordance with
state law.

e The Town’s monthly bank reconciliation process does not ensure cash
held in financial institutions is accurately reflected in the accounting
records. The Clerk/Treasurer agreed deposits and withdrawals from the
bank statements to general ledger activity but did not identify transactions
recorded in the general ledger that were reconciling items to the bank
accounts.

Cause of Condition

The Town has a small staff and limited resources to dedicate to the financial
reporting function. The Town relies on its accounting software to generate
accurate financial statements and has not developed a review process to ensure its
accuracy.
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Effect of Condition

The financial statements for 2015 and 2014 contained the following errors:

e Claims Clearing and Payroll Clearing Funds were improperly reported in
the Fiduciary Fund Resources and Uses Arising from Cash Transactions
for both 2015 and 2014, overstating ending cash by $122,961 and
$120,561 respectively.

e The Schedule of Liabilities did not include compensated absences
liabilities, and debt interest payments were inappropriately applied to
principal in the Schedule of Liabilities, understating liabilities by $31,670
for 2015 and $18,421 for 2014.

e The Town classified reserved cash balances as unreserved for at least
$29,991 and $3,107 for 2015 and 2014 respectively, in the Wheeled Sport
and Tourism funds.

e The Town did not prepare and file the Notes to the Financial Statements
with the annual report for 2015 and 2014.

The Town corrected the errors listed above.

Recommendation

We recommend the Town strengthen its internal controls over financial statement
preparation to ensure:

e Employees responsible for preparing the financial reports are properly
trained.

e The financial statements, footnotes, notes and schedules are prepared in
accordance with current BARS Manual guidance.

e Controls include a detailed review of the financial statements, supporting
schedules and notes to ensure they are complete and accurate. The Town
may wish to consider using a checklist or other review tool to catch errors.
Examples of such checklists may be found on the Client Support section
of our website, www.sao0.wa.gov.

Town’s Response

e The Town will ensure that more training will be done for a better
understanding of filing the annual report. Such as the financial
statements, footnotes, notes and schedules are prepared in accordance
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with current BARS Manual guidance. A checklist will be followed to catch
any possible errors.

o Training has already been scheduled for the State Auditor’s Office Online
Filing Workshop with a one hour one on one session.

e The clerk will attach a list of outstanding checks with each bank statement
reconciliation.

Auditor’s Remarks

We appreciate the Town’s commitment to resolve this finding and thank the
Town for its cooperation and assistance during the audit. We look forward to
reviewing the Town’s corrective action during the next audit.

Applicable Laws and Regulations

RCW 43.09.230 Local government accounting- Annual reports- Comparative
statistics, states in part:

The state auditor shall require from every local government
financial reports covering the full period of each fiscal year, in
accordance with the form and methods prescribed by the state
auditor, which shall be uniform for all account of the same class.

Such reports shall be prepared, certified and filed with the state
auditor within one hundred fifty days after the close of each fiscal
year.

RCW 43.09.200 Local government accounting — Uniform system of accounting,
states in part:

The state auditor shall formulate, prescribe, and install a system of
accounting and reporting for all local governments, which shall be
uniform for every public institution, and every public office, and
every public account of the same class.

Budgeting Accounting and Reporting System (BARS) manual- Part 3,
Accounting, Chapter 1. Accounting Principles and General Procedures, Section

C. Internal Controls, states in part:

Internal control is defined by the Committee of Sponsoring
Organizations of the Treadway Commission (COSO), in standards
adopted by the American Institute of Certified Public Accountants
and by the Federal Office of Management and Budget as follows:
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Internal Control is a process- affected by those charged with
governance, management and other personnel designed to
provide reasonable assurance regarding the achievement of
objectives in the following categories:

e Effectiveness and efficiency of operations
e Compliance with applicable laws and regulations
¢ Reliability of financial reporting

Management and the governing body are responsible for the
government’s performance, compliance and financial reporting.
Therefore, the adequacy of internal control to provide reasonable
assurance of achieving these objectives is also the responsibility of
management and the governing body. The governing body has
ultimate responsibility for ensuring adequate controls to achieve
objectives, even though primary responsibility has been delegated
to management.

Government Auditing Standards, December 2011 Revision, paragraph 4.23 states:

4.23 When performing GAGAS financial audits, auditors should
communicate in the report on internal control over financial
reporting and compliance, based upon the work performed, (1)
significant deficiencies and material weaknesses in internal
control; (2) instances of fraud and noncompliance with provisions
of laws or regulations that have a material effect on the audit and
any other instances that warrant the attention of those charged with
governance; (3) noncompliance with provisions of contracts or
grant agreements that has a material effect on the audit; and (4)
abuse that has a material effect on the audit.

The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on
Auditing Standards, section 265, as follows:

.07 For purposes of generally accepted auditing standards, the
following terms have the meanings attributed as follows:

Deficiency in 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
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on a timely basis. A deficiency in design exists when (a) a control
necessary to meet the control objective is missing, or (b) an existing
control is not properly designed so that, even if the control operates
as designed, the control objective would not be met. A deficiency in
operation exists when a properly designed control does not operate
as designed or when the person performing the control does not
possess the necessary authority or competence to perform the
control effectively.

Material weakness. 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.

Significant deficiency. 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.

.Al1 Indicators of material weaknesses in internal control include:

e |dentification of fraud, whether or not material, on the
part of senior management;

e Restatement of previously issued financial statements to
reflect the correction of a material misstatement due to fraud
or error;

e ldentification by the auditor of a material misstatement
of the financial statements under audit in circumstances that
indicate that the misstatement would not have been detected
by the entity's internal control; and

o Ineffective oversight of the entity's financial reporting
and internal control by those charged with governance.
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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

Town of Wilbur
Lincoln County
January 1, 2014 through December 31, 2015

Mayor and Town Council
Town of Wilbur
Wilbur, 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
Town of Wilbur, Lincoln County, Washington, as of and for the years ended December 31, 2015
and 2014, and the related notes to the financial statements, which collectively comprise the
Town’s financial statements, and have issued our report thereon dated February 1, 2017.

We issued an unmodified opinion on the fair presentation of the Town’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 Town 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 audits of the financial statements, we considered the Town’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 Town’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the Town’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 Town'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 and therefore, material weaknesses or significant
deficiencies may exist that were not identified. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses. We
did identify certain deficiencies in internal control, described in the accompanying Schedule of
Audit Findings and Responses as Finding 2015-001 that we consider to be significant
deficiencies.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the Town’s financial statements are free
from material misstatement, we performed tests of the Town’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.

TOWN’S RESPONSE TO FINDINGS

The Town’s response to the findings identified in our audit is described in the accompanying
Schedule of Audit Findings and Responses. The Town’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on the response.
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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 Town’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 Town’s
internal control and compliance. Accordingly, this communication is not suitable for any other
purpose. However, 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.

A

Pat McCarthy
State Auditor
Olympia, WA

February 1, 2017
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INDEPENDENT AUDITOR’S REPORT ON

FINANCIAL STATEMENTS

Town of Wilbur
Lincoln County
January 1, 2014 through December 31, 2015

Mayor and Town Council
Town of Wilbur
Wilbur, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the Town of Wilbur, Lincoln County,
Washington, for the years ended December 31, 2015 and 2014, and the related notes to the
financial statements, which collectively comprise the Town’s financial statements, as listed on
page 15.

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 opinions on these financial statements based on our audits. We
conducted our audits 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
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statements, whether due to fraud or error. In making those risk assessments, the auditor
considers internal control relevant to the Town’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 Town’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 Dbelieve 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 Town of Wilbur 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 Town of Wilbur, for the years ended
December 31, 2015 and 2014, 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 Town 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.

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 Town of Wilbur, as of December 31, 2015 and 2014, or
the changes in financial position or cash flows for the years then ended, due to the significance of
the matter discussed in the above “Basis for Adverse Opinion on U.S. GAAP” paragraph.
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Other Matters
Supplementary and Other Information

Our audits were performed for the purpose of forming opinions on the financial statements taken
as a whole. The accompanying Schedules of Liabilities are presented for purposes of additional
analysis, as required by the prescribed BARS manual. These schedules are 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
February 1, 2017 on our consideration of the Town’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 integral part of an audit performed in accordance with Government Auditing Standards in
considering the Town’s internal control over financial reporting and compliance.

A

Pat McCarthy
State Auditor
Olympia, WA

February 1, 2017
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FINANCIAL SECTION

Town of Wilbur
Lincoln County
January 1, 2014 through December 31, 2015

FINANCIAL STATEMENTS

Fund Resources and Uses Arising from Cash Transactions — 2015

Fund Resources and Uses Arising from Cash Transactions — 2014
Fiduciary Fund Resources and Uses Arising from Cash Transactions — 2015
Fiduciary Fund Resources and Uses Arising from Cash Transactions — 2014
Notes to the Financial Statements — 2015

Notes to the Financial Statements — 2014

SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Liabilities — 2015
Schedule of Liabilities — 2014
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Notes to the Financial Statements
Town of Wilbur 2015

Note 1 - Summary of Significant Accounting Policies

The Town of Wilbur was incorporated on 1890 and operates under the laws of the state of
Washington applicable to a Town. The Town of Wilbur is a general purpose government and
provides public safety, fire prevention, street improvement, parks, and recreation, general
administrative services and a Town owned water utility. The Town of Wilbur uses single-entry,
cash basis accounting which is a departure from generally accepted accounting principles (GAAP).

The Town of Wilbur reports financial activity in accordance with the Cash Basis Budgeting,
Accounting and Reporting System (BARS) Manual prescribed by the State Auditor’s Office
under the authority of Washington State law, Chapter 43.09 RCW. This manual prescribes a

financial reporting framework that differs from generally accepted accounting principles
(GAARP) in the following manner:
* Financial transactions are recognized on a cash basis of accounting as described below.

» Component units are required to be disclosed, but are not included in the financial statements.

» Government-wide statements, as defined in GAAP, are not presented.

* All funds are presented, rather than a focus on major funds.

» The Schedule of Liabilities is required to be presented with the financial statements as
supplementary information.

* Supplementary information required by GAAP is not presented.

* Ending balances are not presented using the classifications defined in GAAP.

A. Fund Accounting

The accounts of the Town are organized on the basis of funds, each of which is considered
a separate accounting entity. Each fund is accounted for with a separate set of single-entry
accounts that comprises its cash, investments, revenues and expenditures, as appropriate.
The Town’s resources are allocated to and accounted for in individual funds depending on
their intended purpose. The following are the fund types used by the Town:

GOVERNMENTAL FUND TYPES:

General (Current Expense) Fund (001)

This fund is the primary operating fund of the Town of Wilbur. It accounts for all financial
resources except those required or elected to be accounted for in another fund.

Special Revenue Funds (100-199)

These funds account for specific revenue sources that are restricted or committed to
expenditures for specified purposes of the Town of Wilbur.

Capital Projects Funds (300-399)

These funds account for financial resources which are restricted, committed, or assigned
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for the acquisition or construction of capital facilities or other capital assets.

Permanent Funds (700-799)

These funds account for financial resources that are legally restricted to the extent that only
earnings, and not principal, may be used for purposes that support programs for the benefit
of the government or its citizenry.
PROPRIETARY FUND TYPES:

Enterprise Funds (400-499)

These funds account for operations that provide goods or services to the general public and
are supported primarily through user charges.

FIDUCIARY FUND TYPES:

Fiduciary funds account for assets held by the Town in a trustee capacity or as an agent on
behalf of others.

Private-Purpose Trust Funds (621-630)

These funds report all trust arrangements under which principal and income benefit
individuals, private organizations or other governments.

Agency Funds (631-699)

These funds are used to account assets that Town holds for others in an agency capacity.

B. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the
accounts and reported in the financial statements. Revenues are recognized only when cash
is received and expenditures are recognized when paid, including those properly
chargeable against the report year(s) budget appropriations as required by state law.

In accordance with state law the Town also recognizes expenditures paid during twenty
days after the close of the fiscal year for claims incurred during the previous period.

Purchases of capital assets are expensed during the year of acquisition. There is no
capitalization of capital assets, nor allocation of depreciation expense. Inventory is
expensed when purchased.

The basis of accounting described above represents a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.
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C. Budgets

The Town of Wilbur adopts annual appropriated budgets for inclusive funds. These
budgets are appropriated at the fund level. The budget constitutes the legal authority for
expenditures at that level. Annual appropriations for these funds lapse at the fiscal year
end.

Annual appropriated budgets are adopted on the same basis of accounting as used for
financial reporting.

The appropriated and actual expenditures for the legally adopted budgets were as follow:

Final Appropriated Actual
Fund/Department Amounts Expenditures Variance
001 - Current Expense 341808 282421 59387
003 - CE Reserve 24148 0 24148
004 - CE Replace Reserve 3346 2525 821
005 — Library 17960 14259 3701
006 - Swimming Pool 31439 28763 2676
007 - Swim Pool Reserve 12100 160 11940
010 — Airport 11456 30264 (18808)
011 - Airport Cap Improve 144600 122769 21831
101 — Streets 143000 131558 11442
104 — Tourism 3395 3453 (58)
109 — Museum 5419 4370 1049
150 — Wheeled Sports Fund 1500 1060 440
335 - ¥4 % Real Estate 9000 0 9000
401 — Water 263667 223902 39765
403 — Water Reserve 71231 52754 18477
404 — Cemetery 31358 31153 205
406 — Ambulance 76545 40491 36054
411 - Sewer 247510 265693 (18183)
412 - Sewer Reserve 51517 46628 4889
415 - Garbage 122619 122517 102
416 - Landfill Reserve 2500 3150 (650)
633 — Treasurers Suspense 0 1181 (1181)
Total All Funds 1,616,208 1,409,070 207,137

Budgeted amounts are authorized to be transferred between (departments within any
fund/object classes within departments); however, any revisions that alter the total
expenditures of a fund, or that affect the number of authorized employee positions, salary
ranges, hours, or other conditions of employment must be approved by the Town’s
legislative body.

Explanation of variances of 010 and 411:

010 - Grant work was done that was not put into the budget.

411 — An employee planned on retiring at the end of the year, which meant we paid the
new employee and the one retiring. That was not budgeted for.
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D. Cash
It is the Town of Wilbur’s policy to invest all temporary cash surpluses. The amount is
included in the net cash and investments shown on the statements of fund resources and

uses arising from cash transactions. The interest on these investments is prorated to the
various funds.

E. Deposits

The Town of Wilbur deposits and certificates of deposit are covered by the Federal Deposit
Insurance Corporation and/or the Washington Public Deposit Protection Commission.

F. Investments See Note 3, Investments.

G. Derivatives and Similar Transactions

None

H. Capital Assets
Capital assets are assets with an initial individual cost of more than $1,000 and an estimated
useful life in excess of 2 years. The capital assets of the Town of Wilbur are recorded as
expenditures when purchased.

I. Compensated Absences

Vacation leave may be accumulated up to 15 days and is payable upon separation or
retirement.

Sick leave may be accumulated 720. Upon separation or retirement employees do not
receive payment for unused sick leave.

J. Long-Term Debt See Note 6, Debt Service Requirements.

K. Other Financing Sources or Uses

The Town of Wilbur’s Other Financing Sources or Uses consist of transfers-in and out
between funds.

L. Risk Management

The Town of Wilbur is a member of the Cities Insurance Association of Washington.
Chapter 48.62 RCW authorizes the governing body of any one or more governmental
entities to form together into or join a pool or organization for the joint purchasing of
insurance, and/or joint self-insuring, and/or joint hiring or contracting for risk management
services to the same extent that they may individually purchase insurance, self-insure, or
hire or contract for risk management services. An agreement to form a pooling
arrangement was made pursuant to the provisions of Chapter 39.34 RCW, the Interlocal
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Cooperation Act. The program was formed on September 1, 1988 when 34 cities in the
State of Washington joined together by signing an Interlocal Governmental Agreement to
pool their self-insured losses and jointly purchase insurance and administrative services.
As of September 1, 2015, there are 240 members in the program.

The pool provides the following forms of joint self-insurance and excess coverage for its
members: Property, including automobile comprehensive and collision, equipment
breakdown and crime protection, and liability, including general, automobile and wrongful
acts, are includes to fit members’ various needs.

The pool acquires liability insurance through their Administrator, Canfield, that are subject
to a per-occurrence self-insured retention of $100,000. Members are responsible for the
first $1,000 of the deductible amount of each claim, while the program is responsible for
the remaining $100,000 self-insured retention. Insurance carriers cover insured losses over
$101,000 to the limits of each policy. Since the program is a cooperative program, there
is a joint liability among the participating members towards the sharing of the $100,000
portion of the self-insured retention. The program also purchases a Stop Loss Policy with
an attachment point of $2,815,000 to cap the total claims paid by the program in any one
year.

Property insurance is subject to a per-occurrence self-insured retention of $25,000.
Members are responsible for the first $1,000 deductible for each claim. The program bears
the $25,000 self-insured retention, in addition to the deductible.

Equipment breakdown insurance is subject to a per-occurrence deductible of $2,500.
Members are responsible for the deductible amount of each claim. There is no program
self-insured retention of this coverage.

Members contract to remain in the program for a minimum of one year, and must give
notice before August 31 terminating participation the following September 1. The
Interlocal Agreement is renewed automatically each year. In the event of termination, a
member is still responsible for contributions to the program for any unresolved, unreported,
and in-process claims for the period they were a signatory to the Interlocal Agreement.

A board of ten members is selected by the membership from three geographic areas of the
state on a staggered term basis and is responsible for conducting the business affairs of the
program. The program has no employees. Claims are files by members with Canfield,
which has been contracted to preform program administration, claims adjustment and
administration, and loss prevention for the program. Fees paid to the third party
administrator under this arrangement for the year ended August 31, 2015, were $1,099,472.

M. Reserved Fund Balance
The Town of Wilbur has two funds, Museum Trust in the amount of $50,000 and Cemetery
Trust in the amount of $10,000 that are listed reserve and the interest is to be used for
maintenance while the principal is to remain invested.

The Town of Wilbur’s Fund #336 titled 4% RE Tax Goose Creek floodplain hazard
mitigation account (GCFPHM) in the amount of $24,120.95 is listed as reserve. The clerk
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is directed to deposit a total of fifty percent of the real estate excise tax funds into this
annually for the future capital improvements necessary to implement the town’s floodplain
hazard mitigation plan. Interest is to accumulate. Adopted by Wilbur Municipal Code
3.32.530 Floodplain mitigation account.

The Tourism Fund has $3,509 in reserve. This amount is unspent Hotel/Motel taxes which
is regulated by RCW 67.28.

The Wheeled Sports Fund has $26,482 in reserve. This amount is unspent funds from a
State Department of Ecology grant.

N. Accounting and Reporting Changes for 2015
Effective for 2015, the Town implemented provisions of GASB 68 Accounting and
financial Reporting for Pensions. As a result, Note 6 — Pensions Plans discloses the Town’s
proportionate share of the net pension asset for the cost-sharing, multiple-employer plan
(LEOFF 2) in which the Town participates.

Note 2 — Compliance and Accountability
There have been no material violations of finance-related legal or contractual provisions.

There have been no expenditures exceeding legal appropriations in any of the funds of the
Town, except as disclosed in Note 1C — Budgets.

Note 3 - Investments
The Town’s investments are either insured, registered or held by the Town or its agent in
the Town’s name.

Investments are presented at cost value.

Investments by type at December 31, 2015 are as follows:

Type of Investment Town Investments held by Town of

Own investments Wilbur as an agent for other local Total

governments, individuals or
private organizations

L.G.I.P. $921,700.42 $0.00 $921,700.42
Key Investment Services $48,260.46 $0.00 $48,185.46
Money Market Investment $433,163.35 $0.00 $433,163.35
KB Wheeled Sports Park $84.16 $0.00 $84.16
Total $1,403,208.39 $0.00 $1,403,133.39

Note 4 - Property Tax

The county treasurer acts as an agent to collect property tax levied in the county for all taxing
authorities. Collections are distributed after the end of each month.

Property tax revenues are recognized when cash is received by the Town. Delinquent taxes are
considered fully collectible because a lien affixes to the property after tax is levied.
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The Town’s regular levy for the year 2015 was $3.2347 per $1,000 on an assessed valuation of
$41,664,860 for a total regular levy of $128,806.

Note 5 — Debt Service Requirements

The accompanying Schedule of Long-Term Liabilities (09) provides more details of the
outstanding debt and liabilities of the Town of Wilbur and summarizes the Town’s debt
transactions for year ended December 31, 2015.

The debt service requirements for general obligation bonds, revenue bonds and other debt,
including both principle and interest, are as follows:

General

Obligation Revenue Other Total

Bonds Bonds Debt Debt
2016 98,207.61 98,207.61
2017 96,670.07 96,670.07
2018 95,132.73 95,132.73
2019 23,467.11 23,467.11
2020 23,355.38 23,355.38
2021 - 2025 115,100.64 115,100.64
2026 - 2028 67,719.41 67,719.41
TOTALS $519,652.95 $519,652.95

Note 6 - Pension Plans

A. State Sponsored Pension Plans

The Town Marshall participated in the following statewide retirement systems administered by the
Washington State Department of Retirement Systems (DRS), under cost-sharing, multiple-employer
public employee defined benefit and defined contribution retirement plan: Law Enforcement Officers’
and Firefighters’ Retirement System (LEOFF) Plan 2

The State Legislature establishes, and amends, laws pertaining to the creation and administration of all
public retirement systems.

The Department of Retirement Systems, a department within the primary government of the State of
Washington, issues a publicly available comprehensive annual financial report (CAFR) that includes
financial statements and required supplementary information for each plan. The DRS CAFR may be
obtained by writing to:

Department of Retirement Systems
Communications Unit

P.O. Box 48380

Olympia, WA 98540-8380

Also, the DRS CAFR may be downloaded from the DRS website at www.drs.wa.gov.
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At June 30, 2015 (the measurement date of the plans), the Towns proportionate share of the collective net
pension liabilities, was as follows:

Allocation % Liability (Asset)
LEOFF 2 .002398% ($24,647)
LEOFF Plan 2

The Town participates in the LEOFF Plan 2. The Legislature, by means of a special funding arrangement,
appropriates money from the state general fund to supplement the current service liability and fund the
prior service costs of Plan 2 in accordance with the recommendations of the Pension Funding Council and
the LEOFF Plan 2 Retirement Board. This special funding situation is not mandated by the state
constitution and could be changed by statute.
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Notes to the Financial Statements
Town of Wilbur 2014

Note 1 - Summary of Significant Accounting Policies

The Town of Wilbur was incorporated on 1890 and operates under the laws of the state of
Washington applicable to a Town. The Town of Wilbur is a general purpose government and
provides public safety, fire prevention, street improvement, parks, and recreation, general
administrative services and a Town owned water utility. The Town of Wilbur uses single-entry,
cash basis accounting which is a departure from generally accepted accounting principles
(GAAP).

The Town of Wilbur reports financial activity in accordance with the Cash Basis Budgeting,
Accounting and Reporting System (BARS) Manual prescribed by the State Auditor’s Office
under the authority of Washington State law, Chapter 43.09 RCW. This manual prescribes a
financial reporting framework that differs from generally accepted accounting principles
(GAAP) in the following manner:

* Financial transactions are recognized on a cash basis of accounting as described below.

» Component units are required to be disclosed, but are not included in the financial statements.
» Government-wide statements, as defined in GAAP, are not presented.

* All funds are presented, rather than a focus on major funds.

* The Schedule of Liabilities is required to be presented with the financial statements as
supplementary information.

* Supplementary information required by GAAP is not presented.

* Ending balances are not presented using the classifications defined in GAAP.

A. Fund Accounting

The accounts of the Town are organized on the basis of funds, each of which is
considered a separate accounting entity. Each fund is accounted for with a separate set of
single-entry accounts that comprises its cash, investments, revenues and expenditures, as
appropriate. The Town’s resources are allocated to and accounted for in individual funds
depending on their intended purpose. The following are the fund types used by the
Town:

GOVERNMENTAL FUND TYPES:

General (Current Expense) Fund (001)

This fund is the primary operating fund of the Town of Wilbur. It accounts for all
financial resources except those required or elected to be accounted for in another fund.

Special Revenue Funds (100-199)

These funds account for specific revenue sources that are restricted or committed to
expenditures for specified purposes of the Town of Wilbur.
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Capital Projects Funds (300-399)

These funds account for financial resources which are restricted, committed, or assigned
for the acquisition or construction of capital facilities or other capital assets.

Permanent Funds (700-799)

These funds account for financial resources that are legally restricted to the extent that
only earnings, and not principal, may be used for purposes that support programs for the
benefit of the government or its citizenry.

PROPRIETARY FUND TYPES:

Enterprise Funds (400-499)

These funds account for operations that provide goods or services to the general public
and are supported primarily through user charges.

FIDUCIARY FUND TYPES:

Fiduciary funds account for assets held by the Town in a trustee capacity or as an agent
on behalf of others.

Private-Purpose Trust Funds (621-630)

These funds report all trust arrangements under which principal and income benefit
individuals, private organizations or other governments.

Agency Funds (631-699)

These funds are used to account assets that Town holds for others in an agency capacity.

B. Basis of Accounting

Basis of accounting refers to when revenues and expenditures are recognized in the
accounts and reported in the financial statements. Revenues are recognized only when
cash is received and expenditures are recognized when paid, including those properly
chargeable against the report year(s) budget appropriations as required by state law.

In accordance with state law the Town also recognizes expenditures paid during twenty
days after the close of the fiscal year for claims incurred during the previous period.

Purchases of capital assets are expensed during the year of acquisition. There is no
capitalization of capital assets, nor allocation of depreciation expense. Inventory is
expensed when purchased.

The basis of accounting described above represents a comprehensive basis of accounting
other than accounting principles generally accepted in the United States of America.
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C. Budgets

The Town of Wilbur adopts annual appropriated budgets for inclusive funds. These
budgets are appropriated at the fund level. The budget constitutes the legal authority for
expenditures at that level. Annual appropriations for these funds lapse at the fiscal year
end.

Annual appropriated budgets are adopted on the same basis of accounting as used for
financial reporting.

The appropriated and actual expenditures for the legally adopted budgets were as follow:

Final Appropriated Actual
Fund/Department Amounts Expenditures Variance
001 - Current Expense 377324 358611 18714
003 - CE Reserve 24148 24148 0
004 - CE Replace Reserve 19525 0 19525
005 — Library 16960 14234 2726
006 - Swimming Pool 30081 28852 1228
007 - Swim Pool Reserve 12100 100 12000
010 — Airport 9600 6477 3122
011 - Airport Cap Improve 144600 112189 32410
101 — Streets 131000 124704 11442
104 — Tourism 2320 3102 (782)
109 — Museum 5608 5204 403
150 — Wheeled Sports Fund 0 553 (553)
335 - ¥4 % Real Estate 9000 0 9000
401 — Water 228331 253741 (25410)
403 — Water Reserve 72656 54655 18000
404 — Cemetery 31347 29735 1611
406 — Ambulance 93545 49780 43764
411 - Sewer 246510 261557 (15047)
412 - Sewer Reserve 51629 46628 5001
415 - Garbage 125664 118539 7124
416 - Landfill Reserve 2500 1890 610
633 — Treasurers Suspense 0 2038 (2038)
Total All Funds 1,634,448 1,496,743 137,704

Budgeted amounts are authorized to be transferred between (departments within any
fund/object classes within departments); however, any revisions that alter the total
expenditures of a fund, or that affect the number of authorized employee positions, salary
ranges, hours, or other conditions of employment must be approved by the Town’s
legislative body.

Explanation of variances of 401 and 411:
401 & 411 — The Town had extra expenses due to water line breaks and sewer problems
that were not budgeted for.
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D. Cash
It is the Town of Wilbur’s policy to invest all temporary cash surpluses. The amount is
included in the net cash and investments shown on the statements of fund resources and

uses arising from cash transactions. The interest on these investments is prorated to the
various funds.

E. Deposits

The Town of Wilbur deposits and certificates of deposit are covered by the Federal
Deposit Insurance Corporation and/or the Washington Public Deposit Protection
Commission.

F. Investments See Note 3, Investments.

G. Derivatives and Similar Transactions

None

H. Capital Assets
Capital assets are assets with an initial individual cost of more than $1,000 and an
estimated useful life in excess of 2 years. The capital assets of the Town of Wilbur are
recorded as expenditures when purchased.

I. Compensated Absences

Vacation leave may be accumulated up to 15 days and is payable upon separation or
retirement.

Sick leave may be accumulated 720. Upon separation or retirement employees do not
receive payment for unused sick leave.

J. Long-Term Debt See Note 6, Debt Service Requirements.

K. Other Financing Sources or Uses

The Town of Wilbur’s Other Financing Sources or Uses consist of transfers-in and out
between funds.

L. Risk Management

The Town of Wilbur is a member of the Cities Insurance Association of Washington.
Chapter 48.62 RCW authorizes the governing body of any one or more governmental
entities to form together into or join a pool or organization for the joint purchasing of
insurance, and/or joint self-insuring, and/or joint hiring or contracting for risk
management services to the same extent that they may individually purchase insurance,
self-insure, or hire or contract for risk management services. An agreement to form a
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pooling arrangement was made pursuant to the provisions of Chapter 39.34 RCW, the
Interlocal Cooperation Act. The program was formed on September 1, 1988 when 34
cities in the State of Washington joined together by signing an Interlocal Governmental
Agreement to pool their self-insured losses and jointly purchase insurance and
administrative services. As of September 1, 2014, there are 240 members in the program.

The pool provides the following forms of joint self-insurance and excess coverage for its
members: Property, including automobile comprehensive and collision, equipment
breakdown and crime protection, and liability, including general, automobile and
wrongful acts, are includes to fit members’ various needs.

The pool acquires liability insurance through their Administrator, Canfield, that are
subject to a per-occurrence self-insured retention of $100,000. Members are responsible
for the first $1,000 of the deductible amount of each claim, while the program is
responsible for the remaining $100,000 self-insured retention. Insurance carriers cover
insured losses over $101,000 to the limits of each policy. Since the program is a
cooperative program, there is a joint liability among the participating members towards
the sharing of the $100,000 portion of the self-insured retention. The program also
purchases a Stop Loss Policy with an attachment point of $2,815,000 to cap the total
claims paid by the program in any one year.

Property insurance is subject to a per-occurrence self-insured retention of $25,000.
Members are responsible for the first $1,000 deductible for each claim. The program
bears the $25,000 self-insured retention, in addition to the deductible.

Equipment breakdown insurance is subject to a per-occurrence deductible of $2,500.
Members are responsible for the deductible amount of each claim. There is no program
self-insured retention of this coverage.

Members contract to remain in the program for a minimum of one year, and must give
notice before August 31 terminating participation the following September 1. The
Interlocal Agreement is renewed automatically each year. In the event of termination, a
member is still responsible for contributions to the program for any unresolved,
unreported, and in-process claims for the period they were a signatory to the Interlocal
Agreement.

A board of ten members is selected by the membership from three geographic areas of
the state on a staggered term basis and is responsible for conducting the business affairs
of the program. The program has no employees. Claims are files by members with
Canfield, which has been contracted to preform program administration, claims
adjustment and administration, and loss prevention for the program. Fees paid to the
third party administrator under this arrangement for the year ended August 31, 2015,
were $1,099,472.

M. Reserved Fund Balance
The Town of Wilbur has two funds, Museum Trust in the amount of $50,000 and
Cemetery Trust in the amount of $10,000 that are listed reserve and the interest is to be
used for maintenance while the principal is to remain invested.
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The Town of Wilbur’s Fund #336 titled 4% RE Tax Goose Creek floodplain hazard
mitigation account (GCFPHM) in the amount of $21,612.00 is listed as reserve. The
clerk is directed to deposit a total of fifty percent of the real estate excise tax funds into
this annually for the future capital improvements necessary to implement the town’s
floodplain hazard mitigation plan. Interest is to accumulate. Adopted by Wilbur
Municipal Code 3.32.530 Floodplain mitigation account.

The Tourism Fund has $3,107 in reserve. This amount is unspent Hotel/Motel taxes
which is regulated by RCW 67.28.

Note 2 — Compliance and Accountability
There have been no material violations of finance-related legal or contractual provisions.

There have been no expenditures exceeding legal appropriations in any of the funds of
the Town, except as noted in Note 1C-Budgets.

Note 3 - Investments
The Town’s investments are insured, registered or held by the Town or its agent in the
Town’s name.

Investments are presented at cost value.

Investments by type at December 31, 2014 are as follows:

Type of Investment Town Investments held by Town of Wilbur as an agent for
Own investments other local governments, individuals or private Total
organizations
L.G.I.P. $920,188.19 $0.00 $920,188.19
Key Investment Services $47,084.46 $0.00 $47,084.46
Money Market Investment $433,119.56 $0.00 $433,116.56
KB Wheeled Sports Park $84.15 $0.00 $84.15
Total $1,400,473.36 $0.00 $1,400,473.36

Note 4 - Property Tax

The county treasurer acts as an agent to collect property tax levied in the county for all taxing
authorities. Collections are distributed after the end of each month.

Property tax revenues are recognized when cash is received by the Town. Delinquent taxes are
considered fully collectible because a lien affixes to the property after tax is levied.

The Town’s regular levy for the year 2014 was $3.2342 per $1,000 on an assessed valuation of
$41,664,860 for a total regular levy of $128,829.

Note 5 — Debt Service Requirements

The accompanying Schedule of Long-Term Liabilities (09) provides more details of the
outstanding debt and liabilities of the Town of Wilbur and summarizes the Town’s debt
transactions for year ended December 31, 2014.
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The debt service requirements for general obligation bonds, revenue bonds and other debt,
including both principle and interest, are as follows:

General

Obligation Revenue Other Total

Bonds Bonds Debt Debt
2015 99,745.14 99,745.14
2016 98,207.61 98,207.61
2017 96,670.07 96,670.07
2018 95,132.73 95,132.73
2019 23,467.11 23,467.11
2020 - 2024 115,659.39 115,659.39
2025 - 2028 90,516.04 90,516.04
TOTALS $619,398.95 $619,398.95

Note 6 - Pension Plans

A. State Sponsored Pension Plans

The Town Marshall participated in the following statewide retirement systems administered by the
Washington State Department of Retirement Systems (DRS), under cost-sharing, multiple-employer
public employee defined benefit and defined contribution retirement plans Law Enforcement Officers’
and Firefighters’ Retirement System (LEOFF) Pan 2

The State Legislature establishes, and amends, laws pertaining to the creation and administration of all
public retirement systems.

The Department of Retirement Systems, a department within the primary government of the State of
Washington, issues a publicly available comprehensive annual financial report (CAFR) that includes
financial statements and required supplementary information for each plan. The DRS CAFR may be
obtained by writing to:

Department of Retirement Systems
Communications Unit

P.O. Box 48380

Olympia, WA 98540-8380

Also, the DRS CAFR may be downloaded from the DRS website at www.drs.wa.gov.
LEOFF Plan 2

The Town also participates in the LEOFF Plan 2. The Legislature, by means of a special funding
arrangement, appropriates money from the state general fund to supplement the current service liability
and fund the prior service costs of Plan 2 in accordance with the recommendations of the Pension
Funding Council and the LEOFF Plan 2 Retirement Board. This special funding situation is not mandated
by the state constitution and could be changed by statute.
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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.qov
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