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Please find attached our report on the City of Stanwood’s financial statements. 
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 
OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 
STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 
 

City of Stanwood 
January 1, 2017 through December 31, 2017 

 

Mayor and City Council 
City of Stanwood 
Stanwood, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of the 
City of Stanwood, as of and for the year ended December 31, 2017, and the related notes to the 
financial statements, which collectively comprise the City’s financial statements, and have issued 
our report thereon dated November 8, 2018. 

We issued an unmodified opinion on the fair presentation of the City’s financial statements in 
accordance with its regulatory basis of accounting.  We issued an adverse opinion on the fair 
presentation with regard to accounting principles generally accepted in the United States of 
America (GAAP) because the financial statements are prepared by the City using accounting 
practices prescribed by Washington State statutes and the State Auditor’s Budgeting, Accounting 
and Reporting System (BARS) manual described in Note 1, which is a basis of accounting other 
than GAAP.  The effects on the financial statements of the variances between the basis of 
accounting described in Note 1 and accounting principles generally accepted in the United States 
of America, although not reasonably determinable, are presumed to be material. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 
In planning and performing our audit of the financial statements, we considered the City’s internal 
control over financial reporting (internal control) to determine the audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinion on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s 
internal control.  Accordingly, we do not express an opinion on the effectiveness of the City’s 
internal control. 
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis.  A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the City's financial statements will not be prevented, or detected and 
corrected on a timely basis.  A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described in the first paragraph 
of this section and was not designed to identify all deficiencies in internal control that might be 
material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 
not identify any deficiencies in internal control that we consider to be material weaknesses.  
However, material weaknesses may exist that have not been identified. 

 

COMPLIANCE AND OTHER MATTERS 
As part of obtaining reasonable assurance about whether the City’s financial statements are free 
from material misstatement, we performed tests of the City’s compliance with certain provisions 
of laws, regulations, contracts and grant agreements, noncompliance with which could have a 
direct and material effect on the determination of financial statement amounts.  However, 
providing an opinion on compliance with those provisions was not an objective of our audit, and 
accordingly, we do not express such an opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are required 
to be reported under Government Auditing Standards.   

 

PURPOSE OF THIS REPORT 
The purpose of this report is solely to describe the scope of our testing of internal control and 
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 
City’s internal control or on compliance.  This report is an integral part of an audit performed in 
accordance with Government Auditing Standards in considering the City’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose.  However,  
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this report is a matter of public record and its distribution is not limited.  It also serves to 
disseminate information to the public as a reporting tool to help citizens assess government 
operations. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

November 8, 2018 
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INDEPENDENT AUDITOR’S REPORT ON 
FINANCIAL STATEMENTS 

 
City of Stanwood 

January 1, 2017 through December 31, 2017 
 

Mayor and City Council 
City of Stanwood 
Stanwood, Washington 

REPORT ON THE FINANCIAL STATEMENTS 
We have audited the accompanying financial statements of the City of Stanwood, for the year 
ended December 31, 2017, and the related notes to the financial statements, which collectively 
comprise the City’s financial statements, as listed on page 10.   
 

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 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 
due to fraud or error.  In making those risk assessments, the auditor considers internal control 
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relevant to the City’s preparation and fair presentation of the financial statements in order to design 
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing 
an opinion on the effectiveness of the City’s internal control.  Accordingly, we express no such 
opinion.  An audit also includes evaluating the appropriateness of accounting policies used and the 
reasonableness of significant accounting estimates made by management, as well as evaluating the 
overall presentation of the financial statements. 

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

Unmodified Opinion on Regulatory Basis of Accounting (BARS Manual) 

As described in Note 1, the City of Stanwood has prepared these financial statements to meet the 
financial reporting requirements of Washington State statutes using accounting practices 
prescribed by the State Auditor’s Budgeting, Accounting and Reporting System (BARS) manual. 
Those accounting practices differ from accounting principles generally accepted in the United 
States of America (GAAP).  The differences in these accounting practices are also described in 
Note 1.   

In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position and results of operations of the City of Stanwood, for the year ended 
December 31, 2017, on the basis of accounting described in Note 1. 
 

Basis for Adverse Opinion on U.S. GAAP 

Auditing standards issued by the American Institute of Certified Public Accountants (AICPA) 
require auditors to formally acknowledge when governments do not prepare their financial 
statements, intended for general use, in accordance with GAAP.  The effects on the financial 
statements of the variances between GAAP and the accounting practices the City used, as 
described in Note 1, although not reasonably determinable, are presumed to be material.  As a 
result, we are required to issue an adverse opinion on whether the financial statements are 
presented fairly, in all material respects, in accordance with GAAP. 
 

Adverse Opinion on U.S. GAAP 

The financial statements referred to above were not intended to, and in our opinion they do not, 
present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the City of Stanwood, as of December 31, 2017, or the changes 
in financial position or cash flows for the year then ended, due to the significance of the matter 
discussed in the above “Basis for Adverse Opinion on U.S. GAAP” paragraph. 
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Other Matters 

Supplementary and Other Information 

Our audit was conducted for the purpose of forming an opinion on the financial statements taken 
as a whole.  The Schedule of Liabilities is presented for purposes of additional analysis, as required 
by the prescribed BARS manual.  This schedule is not a required part of the financial statements.  
Such information is the responsibility of management and was derived from and relates directly to 
the underlying accounting and other records used to prepare the financial statements.  The 
information has been subjected to the auditing procedures applied in the audit of the financial 
statements and certain additional procedures, including comparing and reconciling such 
information directly to the underlying accounting and other records used to prepare the financial 
statements or to the financial statements themselves, and other additional procedures in accordance 
with auditing standards generally accepted in the United States of America.  In our opinion, the 
information is fairly stated, in all material respects, in relation to the financial statements taken as 
a whole. 
 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 
In accordance with Government Auditing Standards, we have also issued our report dated 
November 8, 2018 on our consideration of the City’s internal control over financial reporting and 
on our tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements and other matters.  The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on internal control over financial reporting or on compliance.  That report is an  
integral part of an audit performed in accordance with Government Auditing Standards in 
considering the City’s internal control over financial reporting and compliance. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 
 

November 8, 2018 
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FINANCIAL SECTION 
 

City of Stanwood 
January 1, 2017 through December 31, 2017 

 

 FINANCIAL STATEMENTS 
Fund Resources and Uses Arising from Cash Transactions – 2017 
Fiduciary Fund Resources and Uses Arising from Cash Transactions – 2017 
Notes to Financial Statements – 2017 
 
 

SUPPLEMENTARY AND OTHER INFORMATION 

Schedule of Liabilities – 2017 
 

 

 

  



Beginning Cash and Investments
30810 Reserved
30880 Unreserved
388 / 588 Prior Period Adjustments, Net

Revenues
310 Taxes
320 Licenses and Permits
330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties
360 Miscellaneous Revenues
Total Revenues: 

Expenditures
510 General Government
520 Public Safety
530 Utilities
540 Transportation
550 Natural and Economic 

Environment
560 Social Services
570 Culture and Recreation
Total Expenditures: 
Excess (Deficiency) Revenues over Expenditures: 

Other Increases in Fund Resources
391-393, 596 Debt Proceeds
397 Transfers-In
385 Special or Extraordinary Items
386 / 389 Custodial Activities
381, 395, 398 Other Resources
Total Other Increases in Fund Resources: 

Other Decreases in Fund Resources
594-595 Capital Expenditures
591-593, 599 Debt Service
597 Transfers-Out
585 Special or Extraordinary Items
586 / 589 Custodial Activities
581 Other Uses
Total Other Decreases in Fund Resources: 

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

5081000 Reserved
5088000 Unreserved
Total Ending Cash and Investments

Total for All 
Funds

(Memo Only)
001 General 

Fund 101 Street Fund

102 Street 
Impact Fee 

Fund

2,725,909 - - 641,811
10,082,375 3,541,259 209,221 -

- - - -

6,533,924 5,225,601 199,601 -
270,426 253,184 17,241 -

1,795,729 150,725 150,747 -
5,131,863 350,382 405 249,796

52,940 24,215 - -
514,876 31,981 983 5,304

14,299,758 6,036,088 368,977 255,100

769,015 769,015 - -
3,552,126 3,552,126 - -
2,394,818 - - -

374,255 - 360,835 -
607,546 607,546 - -

1,311 1,311 - -
242,636 242,636 - -

7,941,706 5,172,633 360,835 -
6,358,051 863,455 8,142 255,100

- - - -
1,391,242 108,545 35,000 -

- - - -
383 383 - -

479,100 129,670 - -
1,870,726 238,599 35,000 -

3,311,335 31,905 - -
1,315,526 - - -
1,391,242 100,337 108,545 511,000

- - - -
500 500 - -

340,000 - - -
6,358,603 132,741 108,545 511,000

1,870,173 969,311 (65,403) (255,900)

3,113,255 - - 385,911
11,565,204 4,510,572 143,818 -
14,678,459 4,510,572 143,818 385,911

The accompanying notes are an integral part of this statement.

City of Stanwood
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2017
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Beginning Cash and Investments
30810 Reserved
30880 Unreserved
388 / 588 Prior Period Adjustments, Net

Revenues
310 Taxes
320 Licenses and Permits
330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties
360 Miscellaneous Revenues
Total Revenues: 

Expenditures
510 General Government
520 Public Safety
530 Utilities
540 Transportation
550 Natural and Economic 

Environment
560 Social Services
570 Culture and Recreation
Total Expenditures: 
Excess (Deficiency) Revenues over Expenditures: 

Other Increases in Fund Resources
391-393, 596 Debt Proceeds
397 Transfers-In
385 Special or Extraordinary Items
386 / 389 Custodial Activities
381, 395, 398 Other Resources
Total Other Increases in Fund Resources: 

Other Decreases in Fund Resources
594-595 Capital Expenditures
591-593, 599 Debt Service
597 Transfers-Out
585 Special or Extraordinary Items
586 / 589 Custodial Activities
581 Other Uses
Total Other Decreases in Fund Resources: 

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

5081000 Reserved
5088000 Unreserved
Total Ending Cash and Investments

104 Park 
Improvement 

Fund
105 Fire Impact 

Fees
106 Park Impact 

Fees

108 
Transportation 
Sales Tax Fund

- 56,206 32,135 297,320
138,085 - - -

- - - -

- - - 333,641
- - - -
- - - 252,321
- 10,538 83,304 -
- - - -

8,720 117 84 3,338
8,720 10,654 83,388 589,300

- - - -
- - - -
- - - -
- - - 13,420
- - - -

- - - -
- - - -
- - - 13,420

8,720 10,655 83,388 575,880

- - - -
150,000 - - -

- - - -
- - - -
- - - -

150,000 - - -

143,097 - - -
- - - -
- - - 455,563
- - - -
- - - -
- - - -

143,097 - - 455,563

15,623 10,655 83,388 120,318

- 66,860 115,523 417,637
153,708 - - -
153,708 66,860 115,523 417,637

City of Stanwood
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2017
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Beginning Cash and Investments
30810 Reserved
30880 Unreserved
388 / 588 Prior Period Adjustments, Net

Revenues
310 Taxes
320 Licenses and Permits
330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties
360 Miscellaneous Revenues
Total Revenues: 

Expenditures
510 General Government
520 Public Safety
530 Utilities
540 Transportation
550 Natural and Economic 

Environment
560 Social Services
570 Culture and Recreation
Total Expenditures: 
Excess (Deficiency) Revenues over Expenditures: 

Other Increases in Fund Resources
391-393, 596 Debt Proceeds
397 Transfers-In
385 Special or Extraordinary Items
386 / 389 Custodial Activities
381, 395, 398 Other Resources
Total Other Increases in Fund Resources: 

Other Decreases in Fund Resources
594-595 Capital Expenditures
591-593, 599 Debt Service
597 Transfers-Out
585 Special or Extraordinary Items
586 / 589 Custodial Activities
581 Other Uses
Total Other Decreases in Fund Resources: 

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

5081000 Reserved
5088000 Unreserved
Total Ending Cash and Investments

205 Debt 
Service Fund

303 Street 
Construction 

Fund

305 
Construction 

Fund

320 REET - 
Capital 

Improvements

- - - 287,542
58,049 127,041 130,694 -

- - - -

209,998 - - 282,541
- - - -
- 1,167,731 - -
- - - -
- - - -

126 307 - 2,849
210,124 1,168,038 - 285,390

- - - -
- - - -
- - - -
- - - -
- - - -

- - - -
- - - -
- - - -

210,124 1,168,038 - 285,390

- - - -
- 777,945 195,000 -
- - - -
- - - -
- - 130,000 -
- 777,945 325,000 -

- 1,580,802 264,668 -
199,000 - 228 -

- - 60,798 -
- - - -
- - - -
- - 130,000 -

199,000 1,580,802 455,694 -

11,124 365,181 (130,694) 285,390

- - - 572,933
69,172 492,222 - -
69,172 492,222 - 572,933

City of Stanwood
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2017
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Beginning Cash and Investments
30810 Reserved
30880 Unreserved
388 / 588 Prior Period Adjustments, Net

Revenues
310 Taxes
320 Licenses and Permits
330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties
360 Miscellaneous Revenues
Total Revenues: 

Expenditures
510 General Government
520 Public Safety
530 Utilities
540 Transportation
550 Natural and Economic 

Environment
560 Social Services
570 Culture and Recreation
Total Expenditures: 
Excess (Deficiency) Revenues over Expenditures: 

Other Increases in Fund Resources
391-393, 596 Debt Proceeds
397 Transfers-In
385 Special or Extraordinary Items
386 / 389 Custodial Activities
381, 395, 398 Other Resources
Total Other Increases in Fund Resources: 

Other Decreases in Fund Resources
594-595 Capital Expenditures
591-593, 599 Debt Service
597 Transfers-Out
585 Special or Extraordinary Items
586 / 589 Custodial Activities
581 Other Uses
Total Other Decreases in Fund Resources: 

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

5081000 Reserved
5088000 Unreserved
Total Ending Cash and Investments

321 REET - 
Growth 

Management 401 Sewer Fund
410 Drainage 

Fund 421 Water Fund

715,504 473,270 - 222,122
- 4,440,776 404,956 1,032,293
- - - -

282,541 - - -
- - - -
- - 74,205 -
- 1,964,695 588,480 1,884,263
- - - 28,726

5,318 205,655 59,246 190,848
287,860 2,170,350 721,931 2,103,837

- - - -
- - - -
- 909,554 373,373 1,111,891
- - - -
- - - -

- - - -
- - - -
- 909,554 373,373 1,111,891

287,859 1,260,796 348,558 991,946

- - - -
- 12,573 41,562 70,617
- - - -
- - - -
- 139,430 80,000 -
- 152,003 121,562 70,617

- 928,717 313,883 48,265
- 577,296 - 539,001

150,000 - - 5,000
- - - -
- - - -
- 210,000 - -

150,000 1,716,013 313,883 592,266

137,859 (303,214) 156,237 470,297

853,364 476,990 - 224,038
- 4,133,842 561,194 1,500,675

853,364 4,610,832 561,194 1,724,712

City of Stanwood
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2017
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308 Beginning Cash and Investments
388 & 588 Prior Period Adjustment, Net
310-390 Additions
510-590 Deductions

Net Increase (Decrease) in Cash and 
Investments:

508 Ending Cash and Investments

Agency

35,493
-

120,566
109,478
11,088

46,581

City of Stanwood
Fiduciary Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2017

The accompanying notes are an integral part of this statement.
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ID. No. Description
Beginning 
Balance Additions Reductions Ending BalanceDue Date

General Obligation Debt/Liabilities

251.12 2007 G.O. BOND 725,000 - 170,000 555,00012/1/2020

725,000 - 170,000 555,000Total General Obligation Debt/Liabilities:

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

252.11 2011 WATER REVENUE BONDS 2,350,000 - 120,000 2,230,00012/1/2031

263.82 2003 SRF-WW TREATMENT PLNT 3,755,065 - 465,029 3,290,0368/3/2026

263.82 2005 PWTF-WATER 1,255,672 - 139,519 1,116,1537/1/2025

263.82 2006 PWTF-271ST TRUNKLINE 1,069,211 - 106,921 962,2907/1/2026

263.82 2006 PWTF-BRYANT WELL 1,723,845 - 172,384 1,551,4617/1/2026

259.12 COMPENSATED ABSENCES 191,567 5,470 - 197,037

264.30 PENSION LIABILITIES 1,775,709 - 374,997 1,400,712

12,121,069 5,470 1,378,850 10,747,689Total Revenue and Other (non G.O.) 
Debt/Liabilities:

11,302,6891,548,8505,47012,846,069Total Liabilities:

City of Stanwood
Schedule of Liabilities

For the Year Ended December 31, 2017

Page 29
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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 

http://www.sao.wa.gov/investigations/Pages/FraudProgram.aspx
http://www.sao.wa.gov/investigations/Pages/Whistleblower.aspx
http://www.sao.wa.gov/investigations/Pages/CitizenHotline.aspx
http://www.sao.wa.gov/Pages/default.aspx
https://portal.sao.wa.gov/saoportal/Login.aspx
mailto:PublicRecords@sao.wa.gov
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