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Report on Accountability

We appreciate the opportunity to work in cooperation with your District to promote
accountability, integrity and openness in government. The State Auditor’s Office takes seriously
our role to advocate for government accountability and transparency and to promote positive
change.

Please find attached our report on Franklin County Irrigation District No. 1’s accountability and
compliance with state laws and regulations and its own policies and procedures. Thank you for
working with us to ensure the efficient and effective use of public resources.

Sincerely,

BRIAN SONNTAG, CGFM
STATE AUDITOR
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Audit Summary

Franklin County Irrigation District No. 1
May 5, 2011

ABOUT THE AUDIT

This report contains the results of our independent accountability audit of Franklin
County Irrigation District No. 1 from January 1, 2008 through December 31, 2010.

We evaluated internal controls and performed audit procedures on the activities of the
District. We also determined whether the District complied with state laws and
regulations and its own policies and procedures.

In keeping with general auditing practices, we do not examine every transaction, activity
or area. Instead, the areas examined were those representing the highest risk of
noncompliance, misappropriation or misuse. The following areas were examined during
this audit period:

e Cash receipting e Disbursements/expenditures
e Open public meetings/records laws e Petty cash/imprest funds
e Procurement (bidding/prevailing e Credit cards and accounts
wage) e Record retention
RESULTS

In most areas, the District complied with state laws and regulations and its own policies
and procedures.

However, we identified a condition significant enough to report as a finding:

e The District’s inadequate internal controls place public resources at risk of loss or
misappropriation.

We also noted certain matters that we communicated to District management. We
appreciate the District's commitment to resolving those matters.
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Description of the District

Franklin County Irrigation District No. 1
May 5, 2011

ABOUT THE DISTRICT

Franklin County Irrigation District No. 1 was formed in 1919 to supply irrigation water to
homes and farms in a rural section of Franklin County, west of the city of Pasco. An
elected, five-member Board of Directors governs the District. Board Members serve
staggered, three-year terms. The Board appoints an Operations Manager to oversee
the District’s daily operations as well as its five employees. For fiscal years 2008, 2009
and 2010, the District operated on budgets of $1,038,779, $1,012,230 and $1,021,523,
respectively.

ELECTED OFFICIALS
These officials served during the audit period:

Board of Directors: Dave Bechtold
Jay Frichette
David Harris
Gary Olson
Teresa Pegram

APPOINTED OFFICIALS

Operations Manager John Burns
Secretary/Office Manager Jeanne Bloom
Attorney Bill Davis

DISTRICT CONTACT INFORMATION
Address: Franklin County Irrigation District No. 1
P.O. Box 3907
Pasco, WA 99302

Phone: (509) 547-4912

AUDIT HISTORY

We audit the District every two years. The previous two audits have reported a total of
three findings.
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Schedule of Audit Findings and Responses

Franklin County Irrigation District No. 1
May 5, 2011

The District’s lack of records retention and inadequate internal controls
over financial operations place public funds at risk of loss.
Description of Condition

For the three years we audited, Franklin County Irrigation District's revenue and
expenditures were:

Year Revenue Expenditures
2008 $1,038,779 $996,222
2009 $1,012,230 $958,501
2010 $1,021,523 $979,706
Total $3,072,532 $2,934,429

The District’'s Secretary/Bookkeeper is responsible for all of its financial operations. The
District Board is responsible for overseeing this work to ensure public resources are
safeguarded.

Because duties are not segregated and the Board does not provide independent
oversight or monitoring, public funds are at risk.

We reported many of the following issues in our previous audit. At that time, the Board
stated it would take action to address them. We found several conditions persist.

Records retention

During the audit, District staff could not locate some documents we requested in a timely
manner, including invoices and receipts. Staff could not locate some documentation at
all, including credit card statements and documentation to support whether expenditures
were for District-related purposes.

Payments

During the three years we audited, the District made a total of $2,934,429 in payments.
Based on high dollar amount and unusual vendors, we examined 63 payments totaling
$478,933 and found:

¢ No supporting documentation for eight payments totaling $1,558.

e The District Secretary manually added two vendor payments and one employee
reimbursement to the payment approval voucher. We were unable to verify if the
Board had approved the payments. The payments were for legitimate District
business.

e Four late payments to vendors totaling $12,940.
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Credit cards

The District paid $16,931.76 on its two credit cards in 2009 and 2010. We reviewed the
2009 and 2010 statements and determined:

e $1,217.13 in support for purchases could not be located. With the exception of
$245.81, we were able to determine the business purpose for the purchases
listed on the statements.

e $137.99 in finance charges were paid by the District.

e $243in late payment fees were paid by the District.

We found the District Secretary calculated payment amounts, rather than paying the
amount due on the statements. The calculated payments could not be tracked to
specific amounts noted on the statements, which resulted in credits and finance charges
carried from one statement to the next.

Petty cash
The Board-authorized amount for the District’s petty cash fund is $200. We found:

e The District Secretary reimbursed herself $215 from this fund for 11 transactions
made with her personal credit or debit card. No one reviewed the purchases to
determine their business-related purposes.

e A balance of $600 from a travel advance was added to petty cash when it should
have been deposited in the District’s bank.

e The District Secretary paid an invoice for a late payroll tax payment with a
personal check and subsequently reimbursed herself from petty cash,
circumventing the voucher payment and approval process.

Deposits

District staff provided us a letter dated April 9, 2007, from the Franklin County
Treasurer's Office that stated the District could make weekly deposits. We noted
receipts do not indicate if payments were made with cash or check, making it difficult to
ensure funds were deposited as received.

During the three years we audited, the District deposited $3,072,532 in the bank. Based
on deposit activity and amount, we examined 44 receipts totaling $107,247.20.

e Five receipts totaling $2,515 were deposited eight to 14 days after receiving.

e Four receipts totaling $36,620 were deposited 15 to 21 days after receiving.

¢ One receipt in the amount of $500 was deposited 43 days after receiving.
The District did not issue receipts for a month and a half, totaling $7,285.

Cause of Condition

The District Secretary did not place an emphasis on records retention and organization
of District documents.
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Effect of Condition

The District was unable to provide documentation to show public resources were
safeguarded and paid only for District-related business and materials.

We identified several significant indicators of potential loss or misappropriation of district
resources during the audit; although, we did not identify any instances of
misappropriation. Determining that these issues resulted in no significant losses
resulted in increased audit costs.

Recommendation
We recommend the District;

e Establish and follow a system to ensure it retains records needed to determine if
all payments are allowable and correct.

¢ Establish and follow internal controls to ensure the Board reviews all payments.

e Ensure deposits are timely as allowed by state law and the County Treasurer
deposit waiver.

e Ensure proper documentation of cash/check composition on receipts.

District’s Response

The Board of Directors and new staff understand the importance of records retention for
the correct payment of District accounts. We have established internal controls to
ensure the retention of the necessary documentation for expenditures and that each
payment is reviewed and approved by the Board of Directors.

Working to correct all audit issues in the future the new staff has put in place the
following operational changes:

Established a new centrally located filing system.
All credit card receipts are matched and attached to billing statements monthly.
Set up a tracking system for petty cash and balanced monthly.
Banking deposits are made weekly according to the County Treasurer’s Office
waiver.
o Any large sums of money are deposited the same day.
e At monthly board meetings the members receive a more detailed voucher report.
o A board member matches all receipts to the voucher report.
e Board members receive a detailed financial report monthly.

With regard to late payments and interest charges, the District relies on Franklin County
to issue the warrants requested in a timely manner so that payments can be made when
due. There is, on average, an 8 to 10 day lag time between the time the County
receives our request and the District receives the issued warrants. This makes it difficult
to be timely with some vendors.

The Franklin County Irrigation District Board of Directors and its staff are committed to
correcting the deficiencies found in this audit and have already made the operational
changes stated above in order to meet that goal. We would like to acknowledge, and
thank, the audit team for the assistance and support they provided to the District.
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Auditor’s Remarks

We appreciate the steps the District is taking to resolve this issue. We will review the
condition during our next audit.

Applicable Laws and Regulations
RCW 43.09.200 states in part:

. . . the accounts shall show the receipt, use, and disposition of all public
property, and the income, if any, derived therefrom; all sources of public
income, and the amounts due and received from each source; all
receipts, vouchers, and other documents kept, or required to be kept,
necessary to isolate and prove the validity of every transaction; all
statements and reports made or required to be made, for the internal
administration of the office to which they pertain; and all reports published
or required to be published, for the information of the people regarding
any and all details of the financial administration of public affairs.

Budget Accounting and Reporting System Manual - Part 3, Accounting, Chapter 1.
Accounting Principles and General Procedures, Section B. Internal Control, states in
part:

Internal control is a management process for keeping an entity on course
in achieving its business objectives, as adopted by the governing body.
This management control system should ensure that resources are
guarded against waste, loss and misuse; that reliable data is obtained,
maintained, and fairly disclosed in financial statement and other reports;
and resource use is consistent with laws, regulations and policies. Each
entity is responsible for establishing and maintaining an effective system
of internal control throughout their government.
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Status of Prior Audit Findings

Franklin County Irrigation District No. 1
May 5, 2011

The status of findings contained in the prior years’ audit reports of Franklin County Irrigation
District No. 1 is provided below:

1.

Franklin County Irrigation District No. 1’s internal controls are inadequate to
ensure public funds are safeguarded.

Report No. 1000391, dated December 17, 2008

Background

The District is small and has one person performing secretary and bookkeeping
functions. In reviewing expenditures (vouchers, petty cash, and credit card
transactions), we determined that the review was inadequate to ensure purchases are
supported, allowable and for a public purpose. Upon request, the District was unable to
provide supporting documentation and explanations for numerous expenditures. These
included higher risk transactions, such as petty cash reimbursements, credit card
transactions and payments to vendors that could not be validated as legitimate vendors.
The District was further unable to provide five of nine monthly credit card statements
requested. Other items identified included purchases that indicate gifting or unallowable
uses of public funds, lack of documentation supporting the business purpose of meals
and petty cash reimbursements, items purchased with petty cash that appeared
personal in nature and multiple reimbursements from petty cash for the same items.

Status

Controls remain inadequate to ensure public funds are safeguarded. We have reissued
our finding with additional issues noted.
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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.

Our mission is to work in cooperation with our audit clients and citizens as an advocate for
government accountability. 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.

The State Auditor's Office employees are located around the state to deliver our services effectively
and efficiently.

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 and
fraud, whistleblower and citizen hotline investigations.

The results of our work are widely distributed through a variety of reports, which are available on
our Web site and through our free, electronic subscription service. We continue to refine our
reporting efforts to ensure the results of our audits are useful and understandable.

We take our role as partners in accountability seriously. We provide training and technical
assistance to governments and have an extensive quality assurance program.

State Auditor Brian Sonntag, CGFM
Chief of Staff Ted Rutt

Deputy Chief of Staff Doug Cochran

Chief Policy Advisor Jerry Pugnetti
Director of Audit Chuck Pfeil, CPA
Director of Special Investigations Jim Brittain, CPA
Director for Legal Affairs Jan Jutte, CPA, CGFM
Director of Quality Assurance Ivan Dansereau
Local Government Liaison Mike Murphy
Communications Director Mindy Chambers
Public Records Officer Mary Leider

Main number (360) 902-0370
Toll-free Citizen Hotline (866) 902-3900
Website WWW.Sa0.wa.qgov

Subscription Service https://www.sao.wa.gov/EN/News/Subscriptions/
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