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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 Arlington 

January 1, 2019 through December 31, 2019 

 

Mayor and City Council 

City of Arlington 

Arlington, 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 Arlington, as of and for the year ended December 31, 2019, and the related notes to the 

financial statements, which collectively comprise the City’s financial statements, and have issued 

our report thereon dated October 26, 2020. 

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 state law 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. 

As discussed in Note 6 to the financial statements, during the year ended December 31, 2019, the 

City adopted new accounting guidance for presentation and disclosure of postemployment benefits 

other than pensions, as required by the BARS Manual. 

As discussed in Note 11 to the financial statements, in February 2020, a state of emergency was 

declared that could have a negative financial effect on the City.  
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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 opinions 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. 

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 
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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, 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 

 

October 26, 2020 
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INDEPENDENT AUDITOR’S REPORT ON 

FINANCIAL STATEMENTS 

 

City of Arlington 

January 1, 2019 through December 31, 2019 

 

Mayor and City Council 

City of Arlington 

Arlington, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the City of Arlington, for the year 

ended December 31, 2019, and the related notes to the financial statements, which collectively 

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

 

Management’s Responsibility for the Financial Statements  

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

in accordance with the financial reporting provisions of state law 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 Arlington has prepared these financial statements to meet the 

financial reporting requirements of state law 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 cash and investments of the City of Arlington, and its changes in cash and investments, for the 

year ended December 31, 2019, 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 Arlington, as of December 31, 2019, or the changes 

in financial position or cash flows thereof 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. 

 

 
Page 8



 

 
Office of the Washington State Auditor 

Matters of Emphasis 

As discussed in Note 6 to the financial statements, in 2019, the City adopted new accounting 

guidance for presentation and disclosure of postemployment benefits other than pensions as 

required by the BARS manual.  Our opinion is not modified with respect to this matter.  

As discussed in Note 11 to the financial statements, in February 2020, a state of emergency was 

declared that could have a negative financial effect on the City.  Our opinion is not modified with 

respect to this matter.  

 

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 

October 26, 2020 on our consideration of the City’s internal control over financial reporting and 

on our tests of its compliance with certain provisions of laws, regulations, contracts and grant 

agreements and other matters. The purpose of that report is to describe the scope of our testing of 

internal control over financial reporting and compliance and the results of that testing, and not to 

provide an opinion on internal control over financial reporting or on compliance. That report is an  
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integral part of an audit performed in accordance with Government Auditing Standards in 

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

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

October 26, 2020 
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FINANCIAL SECTION 

 

City of Arlington 

January 1, 2019 through December 31, 2019 

 

 FINANCIAL STATEMENTS 

Fund Resources and Uses Arising from Cash Transactions – 2019 

Fiduciary Fund Resources and Uses Arising from Cash Transactions – 2019 

Notes to Financial Statements – 2019 

 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Liabilities – 2019 
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Total for All Funds
(Memo Only) 001 General Fund 101 Street Fund

30810 Reserved 9,015,067 - 362,202

30880 Unreserved 31,353,968 5,445,645 -

388 / 588 Net Adjustments - - -

310 Taxes 17,857,446 13,780,504 -

320 Licenses and Permits 1,101,809 1,097,646 -

330 Intergovernmental Revenues 6,219,535 1,081,174 433,613

340 Charges for Goods and Services 23,229,170 2,513,996 61,178

350 Fines and Penalties 323,008 206,977 -

360 Miscellaneous Revenues 1,973,423 242,626 8,115

50,704,391 18,922,923 502,906

510 General Government 4,130,157 3,108,079 -

520 Public Safety 14,280,035 9,706,250 -

530 Utilities 6,415,323 13,727 -

540 Transportation 4,238,348 - 949,929

550 Natural and Economic Environment 2,131,002 1,992,795 -

560 Social Services 5,858 5,858 -

570 Culture and Recreation 122,227 67,788 -

31,322,950 14,894,497 949,929

19,381,441 4,028,426 (447,023)

391-393, 596 Debt Proceeds - - -

397 Transfers-In 5,492,495 960,586 567,723

385 Special or Extraordinary Items - - -

386 / 389 Custodial Activities 615,936 175,680 -

381, 382, 395, 398 Other Resources 1,542,216 14,621 -

7,650,647 1,150,887 567,723

594-595 Capital Expenditures 8,734,062 374,742 128,437

591-593, 599 Debt Service 4,660,824 2,068,429 -

597 Transfers-Out 5,492,495 1,779,137 83,433

585 Special or Extraordinary Items - - -

586 / 589 Custodial Activities 627,477 171,977 -

581, 582 Other Uses 49,695 - -

19,564,553 4,394,285 211,870

7,467,535 785,028 (91,170)

5081000 Reserved 11,542,279 - 271,034

5088000 Unreserved 36,294,295 6,230,680 -

47,836,574 6,230,680 271,034

Increase (Decrease) in Cash and Investments:

Ending Cash and Investments

Total Ending Cash and Investments

Other Increases in Fund Resources

Total Other Increases in Fund Resources:

Other Decreases in Fund Resources

Total Other Decreases in Fund Resources:

Revenues

Total Revenues:

Expenditures

Total Expenditures:

Excess (Deficiency) Revenues over Expenditures:

City of Arlington
Fund Resources and Uses Arising from Cash Transactions 

For the Year Ended December 31, 2019

Beginning Cash and Investments

 The accompanying notes are an integral part of this statement.
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107 Growth 
Management 

Fund
111 Public Art 

Fund
114 Lodging Tax 

Fund
116 Cemetery 

Fund
180 Tranportation 

Sales Tax Fund

4,961,746 - 38,936 - 765,561

- - - 51,226 -

- - - - -

- - 151,492 - 1,383,513

- - - - -

- - - - -

1,277,126 - - 259,706 -

- - - - -

109,074 625 1,466 2,062 22,368

1,386,200 625 152,958 261,768 1,405,881

- - - - -

- - - - -

- - - 172,682 -

- - - - -

- - 138,207 - -

- - - - -

- - - - -

- - 138,207 172,682 -

1,386,200 625 14,751 89,086 1,405,881

- - - - -

350,000 119,016 - - -

- - - - -

- - - 25,305 -

- - - - -

350,000 119,016 - 25,305 -

- - - - 1,008,782

- - - - -

61,773 - - 29,223 -

- - - - -

- - - 15,489 -

- - - - -

61,773 - - 44,712 1,008,782

1,674,427 119,641 14,751 69,679 397,099

6,636,173 119,641 53,688 - 1,162,659

- - - 120,907 -

6,636,173 119,641 53,688 120,907 1,162,659

-

1,148,210

1,148,210

3,263

-

1,284,461

937,162

-

-

1,281,198

-

-

-

-

4,216

4,216

-

4,484,606

2,217,407

-

4,484,606

-

-

-

-

6,807

21,321

6,702,013

-

1,491,989

-

2,223,007

2,958,889

108 Emer Med 
Servcs Fund

-

211,049

-

 The accompanying notes are an integral part of this statement.

City of Arlington
Fund Resources and Uses Arising from Cash Transactions 

For the Year Ended December 31, 2019
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303 REET 1 Fund 304 REET 2 Fund
305 Capital 

Facil/Bldg Fund
310 Transport 
Improv Fund

311 Park 
Improvement 

Fund
312 Library 

Capital Impr Fund

681,229 883,742 - - - -

- - 1,146,771 324 397,432 14,478

- - - - - -

524,974 524,974 - - - -

- - - - 4,163 -

- - - 1,652,777 385,759 -

- - - - 675 -

- - - - - -

14,376 21,174 23,138 18,546 36,345 281

539,350 546,148 23,138 1,671,323 426,942 281

- - - - - -

89,179 - - - - -

- - - - - -

- - - 132,144 - -

- - - - - -

- - - - - -

- - - - 23,850 -

89,179 - - 132,144 23,850 -

450,171 546,148 23,138 1,539,179 403,092 281

- - - - - -

- - 2,221,149 - 278,789 -

- - - - - -

- - - 1,297 621 -

- - 720,430 - - -

- - 2,941,579 1,297 279,410 -

- - 20,025 671,919 865,923 -

48,800 288,021 - - 152,000 -

261,842 - 978,860 350,000 - -

- - - - - -

- - - 1,641 3,406 -

- - - - - -

310,642 288,021 998,885 1,023,560 1,021,329 -

139,529 258,127 1,965,832 516,916 (338,827) 281

820,758 1,141,869 - - - -

- - 3,112,603 517,240 58,606 14,759

820,758 1,141,869 3,112,603 517,240 58,606 14,759

 The accompanying notes are an integral part of this statement.

City of Arlington
Fund Resources and Uses Arising from Cash Transactions 

For the Year Ended December 31, 2019
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316 Cemetery Cap 
Impr Fund

320 Equip Rental 
Replac Fund 402 Airport Fund

403 Water Utilities 
Fund

404 Sewer Utilties 
Fund

412 Storm Water 
Mgmt Fund

- - - - 1,022,699 -

5,927 2,653,945 3,128,272 9,937,494 7,005,647 1,320,173

- - - - - -

- - - - - -

- - - - - -

- - 393,205 - - 50,000

- 31,731 2,784,215 4,573,982 6,190,797 976,734

- - 16,377 35,932 48,860 8,055

115 517,853 503,324 212,332 167,388 27,057

115 549,584 3,697,121 4,822,246 6,407,045 1,061,846

- - - - - -

- - - - - -

- - - 2,762,111 2,836,281 630,522

- - 2,613,181 - - -

- - - - - -

- - - - - -

- - - - - -

- - 2,613,181 2,762,111 2,836,281 630,522

115 549,584 1,083,940 2,060,135 3,570,764 431,324

- - - - - -

25,000 920,232 - 20,000 20,000 10,000

- - - - - -

- 56 392,513 1,635 - -

- 168,705 559,816 54,629 - 19,799

25,000 1,088,993 952,329 76,264 20,000 29,799

- 1,527,827 2,118,750 1,608,208 177,068 232,381

- - 60,400 - 2,042,869 305

- - 66,909 78,900 295,532 167,082

- - - - - -

- 1,333 416,430 12,732 - -

- - - - - 49,695

- 1,529,160 2,662,489 1,699,840 2,515,469 449,463

25,115 109,417 (626,220) 436,559 1,075,295 11,660

- - - - 1,022,699 -

31,042 2,763,361 2,502,049 10,374,054 8,080,939 1,331,833

31,042 2,763,361 2,502,049 10,374,054 9,103,638 1,331,833

 The accompanying notes are an integral part of this statement.

City of Arlington
Fund Resources and Uses Arising from Cash Transactions 

For the Year Ended December 31, 2019
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504 P W Facilities 
M&O Fund

702 Cemetery 
Endowment

- 298,952

35,585 -

- -

- -

- -

- -

1,600,141 -

- -

17,941 5,896

1,618,082 5,896

1,022,078 -

- -

- -

543,094 -

- -

- -

30,589 -

1,595,761 -

22,321 5,896

- -

- -

- -

9,919 8,910

- -

9,919 8,910

- -

- -

58,606 -

- -

1,206 -

- -

59,812 -

(27,572) 14,806

- 313,758

8,012 -

8,012 313,758

 The accompanying notes are an integral part of this statement.

City of Arlington
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2019

 
Page 16



 
Page 17



 
Page 18



 
Page 19



 
Page 20



 
Page 21



 
Page 22



 
Page 23



 
Page 24



 
Page 25



 
Page 26



 
Page 27



 
Page 28



 
Page 29



 
Page 30



 
Page 31



 
Page 32



 
Page 33



 
Page 34



 

 
Office of the Washington State Auditor 

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 (564) 999-0950 

Toll-free Citizen Hotline (866) 902-3900 

Website www.sao.wa.gov 
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