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SCHEDULE OF AUDIT FINDINGS AND RESPONSES 

Town of Springdale 

Stevens County 

January 1, 2015 through December 31, 2015 

2015-001 The Town continued to lack adequate internal controls that ensure 

accurate and complete financial reporting. 

Background 

The Town 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.  

During the last six audits, we have communicated concerns to the Mayor and Town 

Council about the Town’s internal controls over financial operations and reporting. 

Description of Condition 

During the current audit, we identified the following deficiencies in internal 

controls that, when taken together, represent a material weakness in financial 

reporting:  

 The Town lacked procedures to ensure monthly bank reconciliations were 

performed for all bank accounts and that cash held in financial institutions 

was accurately reflected in the accounting records. During our audit, we 

determined the Clerk/Treasurer was not performing a complete monthly 

reconciliation of the Town’s bank accounts. She was able to agree fiscal 

year 2015 deposits and withdrawals from the bank statements to general 

ledger activity but could not identify transactions recorded in the general 

ledger that were reconciling items to the bank accounts.  

 The Town did not have controls in place to ensure that financial activity 

recorded in its accounting records was complete and accurate.  

 The Town did not have controls in place to ensure its annual financial 

reports were prepared in accordance with the current Budgeting, Accounting 

and Reporting Systems (BARS) Manual.  

 The Town lacked an effective review process to ensure amounts reported 

on the financial statements agreed to underlying accounting records.  
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Cause of Condition 

Although the Town is required to prepare and submit an annual financial report 

each year, it does not have personnel with the technical knowledge and experience 

to ensure the financial statement, notes and supplemental schedule portions of the 

report are complete and accurate. 

Effect of Condition 

Town staff did not detect errors in the annual financial report. During our audit of 

the Town’s financial statements, notes and required schedules, we found the 

following errors: 

Financial Statements  

 The Town reported $65,479 in ending cash and investments in its financial 

statements and $63,375 as the reconciled amount held in its bank accounts. 

The Town was unable to explain the $2,104 variance. In addition, total 

beginning cash and investments was $37,366 less than the prior audited 

ending cash and investments balance. The Town was also unable to explain 

this variance. This error was not corrected by the Town. 

 The Town did not use the appropriate BARS coding when recording debt 

proceeds, which caused operating revenues to be overstated and non-

operating revenues to be understated, both by $199,632.  

 Sewer Fund reserved fund balance was understated, and unreserved fund 

balance was overstated, both by $41,176. 

 The Town did not use the appropriate BARS coding when recording debt 

service payments from the Sewer Fund, which caused operating 

expenditures to be overstated and non-operating expenditures to be 

understated, both by $41,176. 

Except as noted above, the Town corrected these errors in the financial statements. 

Notes to the Financial Statements  

 Debt service repayment requirements were not presented as five years 

individually and then in five year increments as the BARS Manual requires.  

 The Town exceeded its budgeted appropriations in the Water Fund by 

$35,466 and did not disclose the cause in the notes. 

 An explanation of the Sewer Fund’s deficit unreserved fund balance of 

($18,535) was not disclosed. 
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 The net pension liability of $64,879 was not disclosed, and the pension note 

did not include all disclosures required by the BARS Manual. 

The Town corrected these errors in the notes to the financial statements. 

Schedule of Liabilities  

 Net pension liability of $64,879 was not reported.  

 The beginning balance of the Drinking Water – State Revolving Fund Loan 

was understated by $737,990 because it included the net amount of 

additional loan proceeds and a loan forgiveness reduction, which should 

have been presented separately on the schedule.  

The Town corrected these errors in the Schedule of Liabilities.  

Recommendations 

We continue to recommend the Town strengthen internal controls and dedicate the 

resources necessary to ensure it can:  

 Complete timely reconciliations of all bank accounts on a monthly basis  

 Prepare complete and accurate financial records  

 Prepare financial statements, footnotes and schedules in compliance with 

the most current BARS Manual guidance  

 Conduct a knowledgeable and detailed review of the Town’s financial 

activities, financial statements, supporting schedules and notes to ensure 

they are complete and accurate 

Town’s Response 

The Town reported $65,479 in ending cash and investments in its financial 

statements and $63,375 as the reconciled amount held in its bank accounts. The 

Town was unable to explain the $2,104 variance. In addition, total beginning cash 

and investments was $37,366 less than the prior audited ending cash and 

investments balance. The Town was also unable to explain this variance. This error 

was not corrected by the Town. 

Response - The 2015 bank statements were reconciled monthly. It is documented 

on each bank statement.   

The Town did not have controls in place to ensure that financial activity recorded 

in its accounting records was complete and accurate. 
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Response – The Town will implement financial controls to assure accounting 

records are complete and accurate. This will be accomplished no later than 

December 31, 2017. 

The Town did not have controls in place to ensure annual financial reports were 

prepared in accordance with the BARS Manual. 

Response – It was suggested by the Audit Team that the Town requested assistance 

in partnering with another Town to review financial records and reports for 

accuracy. That process is being currently being pursued by the Assistant Director 

of Local Audit. 

The Town lacked an effective review process to ensure amounts reported on the 

financial statements agreed to underlying accounting records. 

Response – The Auditor in charge specifically stated during the audit that there 

would no finding for the amount of $2104, since it was well within acceptable 

variances.   

Total beginning cash and investments was $37,366 less than the prior audited 

ending cash and investments balance. 

Response - Please see the documentation for the amount of $37,366.  

The Town did not use the appropriate BARS coding when recording debt proceeds, 

which caused operating revenues to be overstated and non-operating revenues to 

be understated, both $199,632. 

Response – This should not be a finding since the Town hired a specialist who 

worked for the town’s accounting software provider, who set up those two accounts 

with GDBG and DWSRF. She was hired on your office’s recommendation. Then 

part way through the training, they left the company for another job and neither 

the specialist nor the accounting software provider completed the training and 

updating they were contracted to do! 

The Town did not use the appropriate BARS coding when recording debt service 

payments from the Sewer Fund. 

Response – This finding is not accurate. The Town Clerk transferred funds between 

accounts for payments. Notes were made by her in the BARS system documenting 

the purpose. Since the Office of the Auditor does not recognize transfers as 

legitimate financial transactions, the Town now writes checks to itself to implement 

these payments. Again, the Town is at the mercy of the individual auditor’s 

interpretation annually.  
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Notes to the Financial Statements 

Debt service repayment requirements were not presented as five years individually 

and then in five year increments as the BARS Manual requires. 

Response – Accept the finding. This was a mistake and proper action will be taken 

in the future. 

An explanation of the Sewer Fund’s deficit unreserved fund balance of ($18,535) 

was not disclosed. 

Response – USDA allowed the Town to borrow $18,535, and it was clearly 

disclosed in the notes. Town Council action officially approving the transaction is 

in the approved Council minutes.   

Auditor’s Remarks 

We have been reporting concerns regarding the Town’s financial statement 

preparation since 2011 and have issued findings in the last four audits.  Throughout 

this audit, we provided several opportunities to the Clerk Treasurer to discuss the 

discrepancies identified in the financial statements and explain the variances with 

the bank statements.  We strongly encourage the Town to implement financial 

controls to ensure accounting records are complete and accurate, while providing 

better oversight of the Clerk Treasurer and the safeguarding of public funds. We 

reaffirm our finding and will review the status of this issue during our next audit. 

Applicable Laws and Regulations 

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.  
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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 over financial reporting 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 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 over financial reporting, 

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. A 

reasonably possibility exists when the likelihood of an event 

occurring is either reasonably possible or probably as 

defined as follows: 

Reasonably possible. The chance of the future event or 

events occurring is more than remote but less than likely. 

Probable. The future event or events are likely to occur.  

Significant deficiency. A deficiency, or a combination of 

deficiencies, in internal control over financial reporting that 

is less severe than a material weakness yet important enough 

to merit attention by those charged with governance. 
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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; Accounting; 

Accounting Principles and Internal Control; Internal Control, states in part:  

Purpose and Definition of Internal Controls  

3.1.3.10 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:  

3.1.3.20 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:  

• Effectiveness and efficiency of operations  

• Compliance with applicable laws and regulations  

• Reliability of financial reporting  

3.1.3.30 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. Since 

management and the governing body are assumed to work in 

harmony, both parties are collectively referred to as 

“management” throughout the rest of this section. 
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Controls over Financial Reporting  

3.1.3.140 This objective refers to fair presentation of financial 

statements and required schedules in all material respects in 

accordance with the stated basis of accounting.  

3.1.3.150 In meeting this objective, the government should have 

controls that accomplish the following key functions:  

 Identification of financial events – Controls should 

ensure financial events and transactions are properly 

identified and recorded.  

 Properly applying accounting standards – Controls 

should ensure correct criteria and methodology is 

applied when accounting for financial events. When the 

correct method of accounting for or reporting a 

transaction is unclear, the government should seek 

clarification by performing research, contracting for 

accounting assistance, or communicating with the State 

Auditor’s Office or standard setting bodies.  

 Correctly accounting for all financial events – Controls 

should ensure that:  

 Only valid transactions are recorded and reported.  

 All transactions occurred during the period are 

recorded and reported.  

 Transactions are recorded and reported at properly 

valued and calculated amounts.  

 Recorded and reported transactions accurately reflect 

legal rights and obligations.  

 Transactions are recorded and reported in the 

account and fund to which they apply.  

 Preparation of the annual report – Controls should 

ensure that financial statements and required 

schedules are properly compiled and prepared from 

source accounting records. Controls should also 

ensure correct presentation of statements and 

schedules.  
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3.1.3.160 Controls and processes should generate adequate 

documentation to demonstrate achievement of objectives. This 

is not only important for audit, oversight and public records 

purposes, but also to enable effective monitoring of controls 

over financial reporting by management.  
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES 

Town of Springdale 

Stevens County 

January 1, 2015 through December 31, 2015 

2015-002 The Town has not effectively managed its operations, resulting in a 

decline in its financial condition. 

Background 

During the past three audits, we communicated financial concerns to the Town. The 

Town continues to report a deficit cash balance in the Current Expense Fund and 

did not establish a formal financial plan to address cash flow issues as 

recommended. Additionally, as indicated in finding 2015-001, the Town did not 

have adequate internal controls over financial accounting and reporting to 

effectively monitor its financial operations. 

Description of Condition 

The Town’s cash and investments continued to be insufficient to support its 

operations. As reported in finding 2015-001, we were unable to accurately 

determine the Town’s current cash position because the Town was unable to 

identify the cause for the $2,104 difference between the Ending Cash and 

Investments of $65,479 reported in the financial statements and the reconciled 

amount according to statements from its financial institutions of $63,375. 

According to the Town financial reports: 

 Total cash and investments 

December 31, 2012                             $  41,883 

December 31, 2013                             $113,090 

December 31, 2014                             $167,763 

December 31, 2015                             $  65,479 

December 31, 2016                             $  73,297 

Of the amounts reported for December 31, 2015, and December 31, 2016, $41,176 

is reported each year as reserved for future debt service and is not available for 

other purposes. 

According to the best financial information available from the Town, the Current 

Expense and Street funds ended with the following cash balance (deficit): 
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 Current Expense Street Fund 

December 31, 2012 ($50,671) ($4,845) 

December 31, 2013 ($42,031) ($450) 

December 31, 2014 ($11,290) $23,445 

December 31, 2015 ($1,559) ($656) 

December 31, 2016 $35,366 ($364) 

When funds have deficit cash balances, these funds have informally borrowed 

money from other funds to continue operations. This informal borrowing results in 

unauthorized interfund loans. 

The Town had debt obligations of $1,583,031 as of December 31, 2015. The Town 

is required to pay approximately $80,000 each year through 2033 to meet loan 

repayment requirements. 

As of December 31, 2015, and December 31, 2016, the Sewer Fund had unreserved 

cash balance deficits of $18,535 and $26,010, respectively. These deficit 

unreserved cash balances mean the Sewer Fund is operating on reserve funds 

legally required to be set aside for future debt payments. 

Cause of Condition 

The Mayor and Town Council have not put appropriate practices in place to 

effectively monitor the Town’s operations and financial condition.  

Effect of Condition 

The Town has had to borrow from restricted funds to meet its cash needs for the 

Current Expense and Street funds. If the Town’s financial condition continues to 

decline, it may be at risk of not being able to meet its debt obligations or maintain 

services at current levels. 

Recommendations 

We recommend the Mayor and Town Council: 

 Develop a formal financial plan to address cash flow issues and monitor and 

evaluate actual results against targets identified in the plan to ensure the 

Town’s financial condition improves. The plan should be revised if 

expected improvements are not achieved 

 Ensure they receive accurate and timely financial information to allow them 

to effectively monitor cash flow and make informed decisions 

 Discontinue the practice of allowing funds to operate with a cash deficit, 

which results in unauthorized interfund loans 
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Town’s Response 

The Town of Springdale is working diligently to correct the lack of oversight as 

well as maintaining great steps in improving all fund balances with the exception 

of the Street Fund due to lack of revenue that requires that the General Fund  

transfer monies over quarterly. Council Members and Oversight Committees' will 

partake in training when available to improve the understanding to the overall 

condition of the Town's Finances. All reports prior to filing by the Clerk Treasurer's 

Office have and will be reviewed prior to submittal.  

Auditor’s Remarks 

We appreciate the steps the Town is taking to resolve this issue. We will review the 

condition during the next audit. 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Town of Springdale 

Stevens County 

January 1, 2015 through December 31, 2015 

 

This schedule presents the status of findings reported in prior audit periods.  The status listed below 

is the representation of the Town of Springdale.  The State Auditor’s Office has reviewed the status 

as presented by the Town. 

 

Audit Period: 

January 1, 2014 through December 31, 2014 

Report Ref. No:   

1015100 

Finding Ref. No:   

2014-001 

Finding Caption: 

The Town continues to lack adequate internal controls that ensure accurate and complete 

financial 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 represent a material weakness in financial reporting and 

adversely affected the Town’s ability to produce reliable financial statements, notes and 

required schedules.  The past five audits identified control deficiencies in the financial 

statement preparation process that were reported to management. 

The Town lacked procedures to ensure monthly bank reconciliations were performed and, as a 

result, it could not identify reconciling items between the general ledger and the bank accounts.  

The Town’s financial activity recorded in its accounting records was not complete or accurate 

and the annual financial reports were not prepared in accordance with the current Budgeting, 

Accounting and Reporting Systems (BARS) Manual.  In addition, there was not an effective 

review process to ensure amounts reported in the financial statements agreed to underlying 

account records.  As a result of these control deficiencies, a significant number of 

misstatements were identified in the financial statements, notes and schedules that were not 

identified by management prior to the audit. 

Status of Corrective Action:  

 Fully 

Corrected 

 Partially 

Corrected 
 Not Corrected 

 Finding is considered no 

longer valid 

Corrective Action Taken: 

The Town of Springdale is working diligently to correct the lack of oversight as well as 

maintaining great steps in improving all fund balances with the exception of the Street Fund 

due to lack of revenue that requires that the General Fund  transfer monies over quarterly. 
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Council Members and Oversight Committees' will partake in training when available to 

improve the understanding to the overall condition of the Town's Finances. All reports prior 

to filing by the Clerk Treasurer's Office have and will be reviewed prior to submittal.  

 

Audit Period: 

January 1, 2014 through December 31, 2014 

Report Ref. No.: 

1015100 

Finding Ref. No.: 

2014-002 

Finding Caption: 

The Town has not effectively managed its operations, resulting in a decline in its financial 

condition. 

Background: 

The past two audits communicated financial concerns to the Town and its cash and investments 

continued to be insufficient to support its operations.  The Town continues to report a deficit 

cash balance in the Current Expense Fund and it did not establish a formal financial plan to 

address cash flow issues, as recommended.  Funds with deficit cash balances have informally 

borrowed money from other funds in order to continue operations. This informal borrowing 

results in unauthorized interfund loans.  Also, as indicated in finding 2014-001, the Town does 

not have adequate internal controls over financial accounting and reporting to effectively 

monitor its operations. 

Status of Corrective Action:  

 Fully 

Corrected 

 Partially 

Corrected 
 Not Corrected 

 Finding is considered no 

longer valid 

Corrective Action Taken: 

The Town of Springdale is working diligently to correct the lack of oversight as well as 

maintaining great steps in improving all fund balances with the exception of the Street Fund 

due to lack of revenue that requires that the General Fund   transfer monies over quarterly. 

Council Members and Oversight Committees' will partake in training when available to 

improve the understanding to the overall condition of the Town's Finances. All reports prior 

to filing by the Clerk Treasurer's Office have and will be reviewed prior to submittal.  
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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 Springdale 

Stevens County 

January 1, 2015 through December 31, 2015 

 

Mayor and Town Council 

Town of Springdale 

Springdale, 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 Springdale, Stevens County, Washington, as of and for the year ended December 31, 

2015, and the related notes to the financial statements, which collectively comprise the Town’s 

financial statements, and have issued our report thereon dated August 2, 2017.  Our report includes 

information about the status of the Town’s financial condition.  This information is more fully 

described in Finding 2015-002 in the Schedule of Audit Findings and Responses.  The Town’s 

response to the finding was not subjected to the auditing procedures applied in the audit of the 

financial statements and, accordingly, we express no opinion on the response. 

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 audit of the financial statements, we considered the Town’s 

internal control over financial reporting (internal control) to determine the audit procedures that 
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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. 

Our consideration of internal control was for the limited purpose described in the preceding 

paragraph 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.  However, as described in the accompanying 

Schedule of Audit Findings and Responses, we identified certain deficiencies in internal control 

that we consider to be material weaknesses.   

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.  We consider the deficiencies described in 

the accompanying Schedule of Audit Findings and Responses as Finding 2015-001 to be material 

weaknesses. 

 

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. 

 
Pat McCarthy 

State Auditor 

Olympia, WA 

 

August 2, 2017 
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INDEPENDENT AUDITOR’S REPORT ON 

FINANCIAL STATEMENTS 

 

Town of Springdale 

Stevens County  

January 1, 2015 through December 31, 2015 

 

Mayor and Town Council 

Town of Springdale 

Springdale, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the Town of Springdale, Stevens 

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

statements, which collectively comprise the Town’s financial statements, as listed on page 25.   

 

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 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 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 Town of Springdale 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 Springdale, 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 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 Springdale, as of December 31, 2015, or the changes 
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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. 

 

Matters of Emphasis Regarding Fiscal Sustainability  

As discussed in Note 5 to the financial statements and described in Finding 2015-002 in the 

Schedule of Audit Findings and Responses, the Town’s financial position continues to decline.  

The Town has had to borrow from restricted funds in order to pay for operations and to address 

cash flow shortages.  The Town’s cash flow constraints are expected to continue in the near future.  

As a result, there exists uncertainty about the Town’s ability to maintain services at present levels 

under these conditions.  Our opinion is not modified with respect to this matter. 

 

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. 

 

Town’s Response to Finding 

The Town’s response to the finding identified above 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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OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

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

August 2, 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. 

 
Pat McCarthy 

State Auditor 

Olympia, WA 

 

August 2, 2017 
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FINANCIAL SECTION 

 

Town of Springdale 

Stevens 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 the Financial Statements – 2015 

 

 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Liabilities – 2015 
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The accompanying notes are an integral part of this statement. 
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The accompanying notes are an integral part of this statement. 
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Cash Basis Budgeting, Accounting and Reporting S

Schedule of Liabilities 
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Debt Service Requirements

Other Financing Sources or Uses
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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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