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SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

City of Seattle 

January 1, 2022 through December 31, 2022 

SECTION I – SUMMARY OF AUDITOR’S RESULTS 

The results of our audit of the City of Seattle are summarized below in accordance with Title 2 

U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost 

Principles, and Audit Requirements for Federal Awards (Uniform Guidance). 

Financial Statements 

We issued an unmodified opinion on the fair presentation of the basic financial statements of the 

governmental activities, the business-type activities, the aggregate discretely presented component 

units and remaining fund information and each major fund in accordance with accounting 

principles generally accepted in the United States of America (GAAP). 

Internal Control over Financial Reporting: 

• Significant Deficiencies: We reported no deficiencies in the design or operation of internal 

control over financial reporting that we consider to be significant deficiencies. 

• Material Weaknesses: We identified no deficiencies that we consider to be material 

weaknesses. 

We noted no instances of noncompliance that were material to the financial statements of the City. 

Federal Awards 

Internal Control over Major Programs: 

• Significant Deficiencies: We identified deficiencies in the design or operation of internal 

control over major federal programs that we consider to be significant deficiencies. 

• Material Weaknesses: We identified deficiencies that we consider to be material 

weaknesses. 

We issued an unmodified opinion on the City’s compliance with requirements applicable to each 

of its major federal programs. 

We reported findings that are required to be disclosed in accordance with 2 CFR 200.516(a). 
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Identification of Major Federal Programs 

The following programs were selected as major programs in our audit of compliance in accordance 

with the Uniform Guidance. 

ALN Program or Cluster Title 

14.218 CDBG – Entitlement Grants Cluster – Community Development Block 

Grants/Entitlement Grants 

14.218 CDBG – Entitlement Grants Cluster – COVID-19 Community 

Development Block Grants/Entitlement Grants 

14.231 COVID-19 Emergency Solutions Grant Program 

20.205 Highway Planning and Construction Cluster – Highway Planning and 

Construction 

20.500 Federal Transit Cluster – Federal Transit Capital Investment Grants 

20.507 Federal Transit Cluster – Federal Transit Formula Grants 

20.507 Federal Transit Cluster – COVID-19 Federal Transit Formula Grants 

20.525 Federal Transit Cluster – State of Good Repair Grants Program 

21.023 COVID-19 Emergency Rental Assistance Program 

21.027 COVID-19 Coronavirus State and Local Fiscal Recovery Funds  

59.075 COVID-19 Shuttered Venue Operators Grant Program 

93.044 Aging Cluster – Special Programs for the Aging, Title III, Part B, 

Grants for Supportive Services and Senior Centers 

93.044 Aging Cluster – COVID-19 Special Programs for the Aging, Title III, 

Part B, Grants for Supportive Services and Senior Centers 

93.045 Aging Cluster – Special Programs for the Aging, Title III, Part C, 

Nutrition Services 

93.053 Aging Cluster – Nutrition Services Incentive Program 

93.778 Medicaid Cluster – Medical Assistance Program 

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by 

the Uniform Guidance, was $3,000,000. 

The City did not qualify as a low-risk auditee under the Uniform Guidance. 
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SECTION II – FINANCIAL STATEMENT FINDINGS 

None reported. 

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED 

COSTS 

See Findings 2022-001, 2022-002 and 2022-003. 

Page 6



 

Office of the Washington State Auditor sao.wa.gov 

SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

City of Seattle 

January 1, 2022 through December 31, 2022 

2022-001 The City charged payroll-related expenditures that lacked support 

to the Community Development Block Grants/Entitlement Grants 

program.  

Assistance Listing Number and Title: 14.218 Community Development 

Block Grants/Entitlement Grants 

14.218 – COVID-19 Community 

Development Block 

Grants/Entitlement Grants 

Federal Grantor Name: U.S. Department of Housing and 

Urban Development 

Federal Award/Contract Number: B17MC530005, B18MC530005, 

B20MC530005, B21MC530005, 

B22MC530005, COVID-19 

1153014 

Pass-through Entity Name: N/A 

Pass-through Award/Contract 

Number: 

N/A 

 

Known Questioned Cost Amount: $6,883 

Prior Year Audit Finding:  Yes, Finding 2021-001 

  

Background 

The City spent $5,605,767 in Community Development Block Grants/Entitlement 

Grants (CDBG) funds in 2022. The purpose of CDBG is to help provide decent and 

affordable housing, particularly for people with moderate, low, and very low 

incomes. Funds also help recipients implement strategies for achieving an adequate 

supply of decent housing and providing a suitable living environment and expanded 

economic opportunities for people with low incomes.  

The City may use these grant funds for its program administrative costs. Federal 

regulations state that personnel expenditures must be supported and recipients must 

provide reasonable assurance that the charges are accurate, allowable, and properly 
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allocated. Further, records must support the distribution of an employee’s salary 

and wages among specific activities or cost objectives if the employee works on 

more than one federal award. The City must base charges to federal awards for 

salaries and wages on records that accurately reflect the work employees have 

performed.  

Description of Condition 

During the audit period, the City charged salary and wage expenditures to the 

CDBG program based on records that did not accurately reflect the work employees 

had performed.  

Supervisors in the Office of Housing and employees in the Parks and Recreation 

Department preapproved timesheets. Because the timesheets were preapproved or 

lacked evidence of employee approval, the City could not provide evidence that the 

timesheets accurately reflected each employee’s actual time worked in the program. 

Cause of Condition 

Office of Housing: 

Department staff and management said that timesheets were approved early so that 

payroll staff had time to validate timesheet coding before the City closed the system 

for processing.  

Parks and Recreation Department: 

Department staff and management said that sometimes an employee will 

preapprove their timesheet to give the supervisor more time for review.  

Effect of Condition and Questioned Costs 

Federal regulations require the State Auditor’s Office to report known questioned 

costs when likely questioned costs are greater than $25,000 for each type of 

compliance requirement. We question costs when we find the City has not complied 

with grant regulations and/or when it does not have adequate documentation to 

support expenditures.   

We identified the following transactions that were not properly supported: 

• Using a statistical sampling method, we selected 28 payroll transactions in 

the Office of Housing, Human Services Department, and Parks and 

Recreation Department. We identified four payroll charges totaling $1,919 

in known questioned costs in the Office of Housing and Parks and 
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Recreation Department. Based on the projection of our statistical sample, 

we identified an additional $55,501 in estimated overpayments. 

• Using a statistical sampling method, we selected 28 payroll transactions 

paid with program income expenditures. We identified five payroll charges 

totaling $1,151 in known questioned costs. Based on the projection of our 

statistical sample, we identified an additional $30,916 in estimated 

overpayments. 

• Using a non-statistical sample, we found 11 of 22 timesheets paid with 

program income were pre-approved resulting in known questioned costs of 

$3,813.  Based on the projection of our sample, we identified an additional 

$36,916 in estimated overpayments.   

Recommendation 

We recommend the City strengthen internal controls to ensure all the payroll-

related expenditures it charges to the CDBG program are only for allowable 

activities, are accurate, properly allocated, and comply with the cost principles set 

forth in 2 CFR 200 Subpart E. We further recommend the City consult with the 

grantor to determine whether it needs to repay the questioned costs. 

 

City’s Response 

HSD Response: 

HSD as the CDBG administrator, in collaboration with its contracted consultant 

support TDA consulting, will complete the following steps to support the resolution 

of this finding associated with the pre-approval of timesheets within the Office of 

Housing, and the Department of Parks and Recreation. 

HSD will conduct a thorough review of all existing MOAs with our recipients to 

ensure that the language pertaining to pre-approved timesheets is clear, consistent, 

and aligned with federal and state regulations. HSD will also assure staff 

responsible for administering CBDG funds and other federal funds are oriented to 

federal requirements regarding the pre-approval of timesheets and will emphasize 

the importance of adhering to the requirements outlined in the MOAs. HSD will 

encourage its city partners receiving these funds to work with the City-Wide 

Accounting team to adopt standardized procedures for the approval, 

documentation, and tracking of timesheets. 
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Office of Housing Response: 

The Office of Housing will change its timesheet review procedures in order to 

ensure manager sign-off happens no sooner than the close of business on the final 

day of the pay period.  Current procedure is for the Office Housing Accountant to 

send an email reminding all managers to sign-off on timesheets; effective 10/1/23 

this message will add the specific reminder that all employees funded by federal 

grant revenues should not have their timesheets approved until after all hours have 

been worked. 

Parks and Recreation Response: 

Moving forward, Seattle Parks and Recreation (SPR) will follow the City-Wide 

Accounting guidance provided on June 6th, 2023 which requires employees to not 

submit timesheets earlier than the federally grant-funded work is performed.  

SPR department leadership have immediately notified the CDBG management 

team to re-emphasize the requirement. In addition, the SPR payroll team will also 

provide a reminder of the requirement for all SPR staff for each payroll cycle.  The 

SPR executive team will continue to monitor compliance relating to this 

recommendation. 

Auditor’s Remarks 

We thank the City for its response and consideration in this matter and the steps it 

is taking to address this issue. We will review the status of the City’s corrective 

action during our next audit. 

Applicable Laws and Regulations 

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 516, Audit findings, establishes reporting 

requirements for audit findings. 

Title 2 CFR Part 200, Uniform Guidance, Subpart E, Cost Principles, establishes 

requirements for determining allowable costs and supporting costs allocated to 

federal programs.  
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

City of Seattle 

January 1, 2022 through December 31, 2022 

2022-002 The City’s internal controls were inadequate for ensuring 

compliance with federal reporting requirements.  

Assistance Listing Number and Title:  14.218 Community Development 

Block Grants /Entitlement Grants 

14.218 – COVID-19 Community 

Development Block Grants 

/Entitlement Grants 

Federal Grantor Name: U.S Department of Housing and 

Urban Development 

Federal Award/Contract Number: B17MC530005, B18MC530005, 

B20MC530005, B21MC530005, 

B22MC530005, B20MW530005 

COVID-19 1153014 

Pass-through Entity Name: N/A 

Pass-through Award/Contract 

Number: 

N/A 

 

Known Questioned Cost Amount: $0 

Prior Year Audit Finding: Yes, Finding 2021-002 

Description of Condition 

The City spent $5,605,767 in Community Development Block Grants/Entitlement 

Grants (CDBG) funds in 2022. Of that amount, the City passed through $1,101,720 

to nine subrecipients. The purpose of the CDBG program is to help provide decent 

and affordable housing, particularly for people with moderate, low, and very low 

incomes. Funds also help recipients implement strategies for achieving an adequate 

supply of decent housing and providing a suitable living environment and expanded 

economic opportunities for people with low incomes.  
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Federal regulations require recipients to establish and follow internal controls that 

ensure compliance with program requirements. These controls include 

understanding grant requirements and monitoring the effectiveness of established 

controls.  

To comply with federal reporting requirements, the City must submit certain 

financial and special reports to the U.S. Department of Housing and Urban 

Development (HUD). Financial reporting requirements require CDBG funding 

recipients to submit the Financial Summary Report (PR26), Cash on Hand 

Quarterly Report (PR29) and special reporting requirements require Federal 

Funding Accountability and Transparency Act (FFATA) reports.   

Financial Summary Report 

The City must accurately prepare and submit the Financial Summary Reports 

(PR26 and PR26-CV) to include information on overall low-to-moderate income 

benefit compliance, percent of funds obligated to the public services, and percent 

of funds obligated to the planning and administrative activities during the program 

year. We found the City’s internal controls were ineffective for ensuring it 

accurately prepared these reports based on supporting records. 

The City did not submit accurate information on the PR26 and PR26-CV reports in 

2022.  

Cash on Hand Quarterly Report 

The City must accurately prepare and submit the Cash on Hand Quarterly Reports 

(PR29 and PR29-CV) to include information such as cash on hand, program income 

and revolving funds. We found the City’s internal controls were ineffective for 

ensuring it accurately prepared these reports based on supporting records.  

The City did not submit accurate information in one of the required quarterly PR29 

reports and the four required quarterly PR29-CV reports submitted in 2022. 

Specifically, the PR29-CV reports did not report any activity even though the City 

had CDBG-CV funds.  

FFATA Reporting 

The FFATA requires direct recipients that make first-tier subawards of $30,000 or 

more to report them in the FFATA Subaward Reporting System (FSRS). The City 

must report subawards by the end of the month following the month in which it 

made the subaward or subaward amendment.   We found the City’s internal controls 

were ineffective for ensuring it reported nine subawards obligated in 2022 in the 

FSRS, as federal regulations require. 

Page 12



 

Office of the Washington State Auditor sao.wa.gov 

We consider these internal control deficiencies to be material weaknesses, which 

led to material noncompliance.  

Cause of Condition 

Financial Summary Report and Cash on Hand Quarterly Report 

The person responsible for these reporting activities retired at the end of 2022.  The 

current employee performing this duty was not able to identify the cause of the 

variances and was unable to locate documentation demonstrating the amounts 

reported were correct.   

FFATA 

The Department was facing staffing challenges and did not have an individual with 

time to complete the requirement in addition to their regular duties. Also, due to 

turnover, none of the Department employees had access to the FSRS.  

Effect of Condition 

Financial Summary Report 

The PR26 and PR26-CV reports document that the City is in compliance with the 

primary objective of the Housing and Community Development Act of 1974 

(HCDA) which is to ensure that CDBG funds are primarily used for the benefit of 

low and moderate income persons. Just as importantly, the report is also used to 

determine if the entitlement grantee has remained in compliance with the 

limitations placed on planning and administrative costs and public service costs. 

The reports include funding data that HUD then reports to Congress and is used to 

monitor grantees. Failing to submit accurate information to HUD diminishes the 

federal government’s ability to ensure proper monitoring of grantees and impairs 

the accuracy of information reported to Congress. 

Cash on Hand Quarterly Report 

The PR29 and PR29-CV reports document a grantee’s compliance with the low to 

moderate income benefit requirement, the amount obligated and expended for 

public services, and the amount obligated for planning and administration for the 

selected program year.  The reports include funding data that HUD then reports to 

Congress and is used to monitor grantees. Failing to submit accurate information to 

HUD diminishes the federal government’s ability to ensure proper monitoring of 

grantees and impairs the accuracy of information reported to Congress.   
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FFATA  

Failing to submit the required reports on time with accurate information diminishes 

the federal government’s ability to ensure accountability and transparency of 

federal spending.  

Below is a summary of the missing reports we identified. 

Transactions 
Tested  

Subaward not 
reported  

Report not 
timely  

Subaward 
amount  

incorrect  

Subaward 
missing key 

elements  
9 9  0 0 0 

Dollar Amount 
of Tested  

Transactions  

Subaward not 
reported  

Report not 
timely  

Subaward 
amount  

incorrect  

Subaward 
missing key 

elements  

$1,101,720 $1,101,720  $0  $0 $0 

 

Recommendation 

We recommend the City strengthen its internal controls over federal reporting 

requirements to ensure its Financial Summary Report, Cash on Hand Quarterly 

Reports and FFATA reports are accurate.   

City’s Response 

HSD hired a consultant service (TDA) in response to prior SAO feedback, which 

will strengthen our internal controls over federal reporting requirements to ensure 

our Cash on Hand Quarterly Reports and FFATA reports are accurate and 

submitted timely moving forward. HSD will continue to clarify roles and 

responsibilities for reporting and central reporting and archiving of confirmation 

reports to increase internal control of this function. 

TDA consulting will add capacity to HSD’s Federal Grants Management Unit to 

clear its 2022 FFATA reporting backlog while HSD addresses current staffing 

shortages. In addition to clearing the reporting backlog, HSD’s contractor is 

assisting with the development of policies and procedures to better facilitate the 

conducting of data quality reviews to address accuracy issues identified with Cash 

on Hand Quarterly Reports (PR29 and PR29-CV) to better report information such 

as cash on hand, program income and revolving fund funding levels.  

As part of its scope of work, TDA has developed a workplan focusing on the 

establishment of a staffing plan recommendation, the associated role assignments 

for the future staffing structure and documenting reporting procedures to assure 

reporting compliance moving forward. 
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Auditor’s Remarks 

We thank the City for its response and consideration in this matter and the steps it 

is taking to address this issue. We will review the status of the City’s corrective 

action during our next audit. 

Applicable Laws and Regulations 

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 516, Audit findings, establishes reporting 

requirements for audit findings. 

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes 

the requirements for auditees to maintain internal controls over federal programs 

and comply with federal program requirements. 

The American Institute of Certified Public Accountants defines significant 

deficiencies and material weaknesses in its Codification of Statements on Auditing 

Standards, section 935, Compliance Audits, paragraph 11. 

Title 2 CFR Part 200, Uniform Guidance, section 328, Financial reporting, 

establishes requirements for recipients’ financial information. 

Title 2 CFR Part 170, Reporting Subaward and Executive Compensation 

Information, establishes the Federal Funding Accountability and Transparency Act 

(FFATA) requirements of reporting the subaward information through the FFATA 

Subaward Reporting System (FSRS). 
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

City of Seattle 

January 1, 2022 through December 31, 2022 

2022-003 The City’s internal controls were inadequate for ensuring 

compliance with federal suspension and debarment requirements. 

Assistance Listing Number and Title: 14.231 – COVID-19 Emergency 

Solutions Grant Program 

Federal Grantor Name: U.S. Department of Housing and 

Urban Development 

Federal Award/Contract Number: E20MW530005 

Pass-through Entity Name: N/A 

Pass-through Award/Contract 

Number: 

N/A 

 

Known Questioned Cost Amount: $0 

Prior Year Audit Finding:  N/A 

  

Background 

The Emergency Solutions Grant Program (ESG) provides grants to states, 

metropolitan cities, urban counties, and territories for the rehabilitation or 

conversion of buildings for use as emergency shelter for the homeless, the payment 

of certain expenses related to operating emergency shelters, essential services 

related to emergency shelters and street outreach for the homeless, and 

homelessness prevention and rapid re-housing assistance. The City spent 

$6,384,986 in Emergency Solutions Grant Program (ESG) award funds in 2022. 

Federal regulations require recipients to establish and follow internal controls that 

ensure compliance with program requirements. These controls include 

understanding grant requirements and monitoring the effectiveness of established 

controls. 

Federal requirements prohibit grant recipients from contracting with or purchasing 

from parties suspended or debarred from doing business with the federal 

government. Whenever the City enters into contracts or purchases goods or services 

that it expects to equal or exceed $25,000, and for all subawards, irrespective of 

Page 16



 

Office of the Washington State Auditor sao.wa.gov 

award amount, paid all or in part with federal funds, it must verify the contractors 

or subrecipients have not been suspended, debarred or otherwise excluded. The City 

may accomplish this verification by collecting a written certification from the 

contractor or subrecipient, adding a clause or condition into the contract that states 

the contractor or subrecipient is not suspended or debarred, or checking for 

exclusion records in the U.S. General Services Administration’s System for Award 

Management at SAM.gov. The City must perform this verification before entering 

into the contract or making the subaward, and it must maintain documentation 

demonstrating compliance with this federal requirement. 

Description of Condition 

Our audit found the City’s internal controls were inadequate for ensuring staff 

verified the suspension and debarment status of subrecipients, paid all or in part 

with federal funds. Specifically, the City did not verify one subrecipient was not 

suspended or debarred from participating in federal programs before entering into 

a contract.  The City paid this subrecipient $662,249 in 2022.   

We consider this deficiency in internal controls to be a material weakness that led 

to material noncompliance. 

Cause of Condition 

The Office of Housing received a grant that was new to the Office of Housing  and 

staff were not aware of the requirement to verify suspension and debarment for 

contractors and subrecipients.   

Effect of Condition 

The City did not obtain a written certification, insert a clause into the contract, or 

check SAM.gov to verify the subrecipient was not suspended or debarred before 

entering into the subaward agreement. Without this verification, the City increases 

its risk of awarding federal funds to parties that are excluded from participating in 

federal programs. Any payments the City made to an ineligible party would be 

unallowable, and the federal grantor could potentially recover them. 

The City subsequently verified the contractor was not suspended or debarred. 

Therefore, we are not questioning costs. 
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Recommendation 

We recommend the City strengthen internal controls to ensure all subrecipients and 

contractors it expects to pay $25,000 or more, all or in part with federal funds, are 

not suspended or debarred from participating in federal programs. 

City’s Response 

HSD Response: 

HSD as the CDBG administrator, in collaboration with its contracted consultant 

support TDA consulting, will complete the following steps to support the resolution 

of this finding noting internal controls were inadequate for ensuring staff verified 

the suspension and debarment status of sub-recipients within the Office of Housing. 

HSD will conduct a thorough review of all existing MOAs with our recipients to 

ensure that the language pertaining to the verification and the documenting of the 

suspension and debarment status of sub-recipients is clear, consistent, and aligned 

with federal and state regulations. HSD will also assure staff responsible for 

administering CBDG funds and other federal funds are oriented to the importance 

of adhering to the debarment verification requirements outlined in the MOAs. HSD 

will encourage its city partners receiving these funds to work with other city 

partners to adopt standardized procedures for the verification and documentation 

of sub-recipient suspension and debarment status. 

Office of Housing Response: 

The Office of Housing will implement and communicate the following procedures: 

For all contracts expected to receive $25,000 or more in federal funds, the program 

staff person initiating the contract will first search the SAM website to verify that: 

the agency is registered, the agency’s registration status is active, and the agency 

does not have any active exclusions such as debarment or suspension.  This status 

will be double-checked by the future Senior Contracts Specialist position before 

any contract is finalized. 

Auditor’s Remarks 

We thank the City for its response and consideration in this matter and the steps it 

is taking to address this issue. We will review the status of the City’s corrective 

action during our next audit. 
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Applicable Laws and Regulations 

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 516, Audit findings, establishes reporting 

requirements for audit findings. 

Title 2 CFR Part 200, Uniform Guidance, section 303, Internal controls, describes 

the requirements for auditees to maintain internal controls over federal programs 

and comply with federal program requirements. 

The American Institute of Certified Public Accountants defines significant 

deficiencies and material weaknesses in its Codification of Statements on Auditing 

Standards, section 935, Compliance Audits, paragraph 11. 

Title 2 CFR Part 180, OMB Guidelines to Agencies on Governmentwide 

Debarment and Suspension (Nonprocurement), establishes nonprocurement 

debarment and suspension regulations implementing Executive Orders 12549 and 

12689. 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

 

City of Seattle 

January 1, 2022 through December 31, 2022 

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

Audit Period: 

January 1, 2021 through 

December 31, 2021 

Report Reference No.: 

1031261 

Finding Ref. No.: 

2021-001 

ALN(s): 

14.218 

Federal Program Name and Granting Agency: 

Community Development Block Grant/Entitlement Grants, 

Department of Housing and Urban Development   

Pass-Through Agency Name: 

N/A 

Finding Caption: 

The City charged payroll-related expenditures that lacked support to the Community 

Development Block Grants/Entitlement Grants program. 

Background: 

During the audit period, the City charged salary, wage and benefit expenditures to the CDBG 

program based on records that did not accurately reflect the work employees had performed.  

Pooled Time Off and Benefits: 

Fringe benefits include, but are not limited to, the costs of leave (vacation, family-related, sick 

or military), employee insurance, pensions and unemployment benefit plans. The City may 

allocate fringe benefits based on entity-wide salaries and wages of the employees receiving the 

benefits. 

The City’s Human Services Department and the Office of Housing use a rate calculation based 

on department-wide salaries and wages to determine their pooled benefits and paid time off 

expenditures. In 2021, the Human Services Department and the Office of Housing used 2020 

rates, which were higher than 2021 rates, leading to the City overcharging the CDBG program.  

Preapproved Timesheets: 

Supervisors in the Human Services Department preapproved timesheets for employees. Because 

the timesheets were preapproved, the City could not provide evidence that the timesheets 

accurately reflected employees’ time worked in the program.   

Status of Corrective Action: (check one) 

☒ Fully 

Corrected 

☐ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 
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Corrective Action Taken: 

Pooled Time Off and Benefits: 

HSD has established procedures to ensure the rates have been updated in the accounting system, 

and this corrective action was made in February 2022. 

The overallocation for 2021 was incorporated into a correction of the 2022 rates, with the 2022 

rates addressing the overcharged amounts via the incorporation of a credit for the overage.  

The corrective action plan for this item has been completed, the rates for benefits and PTO are 

now established at the beginning of the year with monitoring and any required updates to the 

rates occurring on a quarterly basis. 

Preapproved Timesheets: 

HSD coordinated with City of Seattle central accounting to ensure City procedures over 

timesheets comply with federal and other regulations.   

HSD payroll staff send reminders for every pay period for the next timesheet submission 

deadline. Within that reminder, payroll staff highlight that Managers and Supervisors are not 

allowed to pre-approve timesheets for actual hours worked prior to the end of a pay period and 

approvals must be based on actual hours. See Email Timesheet Reminder - PPE 06_06_23 

Additionally, the City of Seattle is implementing its new HR/Payroll system (Workday) for HR 

and payroll by January 2024. Due to this rollout, all city HR and payroll processes will be 

updated.  In place of formalizing a policy or procedure at this time, City of Seattle finance is 

drafted a memo to departments clarifying the rules around timesheet approval when grants are 

involved. See attachment MEMO - Timesheet Approval for Grants. 
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Audit Period: 

January 1, 2021 through 

December 31, 2021 

Report Reference No.: 

1031261 

Finding Ref. No.: 

2021-002 

ALN(s): 

14.218 

Federal Program Name and Granting Agency: 

Community Development Block Grant/Entitlement 

Grants, Department of Housing and Urban 

Development   

Pass-Through Agency Name: 

N/A 

Finding Caption: 

The City’s internal controls were inadequate for ensuring compliance with federal reporting 

requirements.   

Background: 

Starting in July of federal fiscal year 2021, the City was required to complete the C04PR29 – 

CDBG-CV Cash on Hand Quarterly Report within 30 days after the end of each quarter. The 

City did not submit accurate information in the two required quarterly C04PR29 – CDBG-CV 

reports submitted in 2021. Specifically, the reports did not report any activity even though the 

City had CDBG-CV funds.  

The FFATA requires direct recipients that make first-tier subawards of $30,000 or more to 

report them in the FFATA Subaward Reporting System (FSRS). The City has until the end of 

the month, plus one additional month after the subaward is obligated, to fulfill this reporting 

requirement. We found the City could not demonstrate it reported information for one FFATA 

subawards and submitted incorrect information for six FFATA subawards. 

Status of Corrective Action: (check one) 

☐ Fully 

Corrected 

☒ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 

Corrective Action Taken: 

The city has clarified roles and responsibilities for reporting and central reporting and 

archiving of confirmation reports to increase internal control of this function. 

HSD hired a consultant service (TDA) in response to the prior reporting finding. TDA 

consulting will add capacity to HSD’s Federal Grants Management Unit to clear its 2022 

reporting backlog due to continued staff shortages. In addition to clearing the reporting 

backlog and conducting data quality reviews on all reports submitted, TDA has developed a 

workplan focusing on establishing policies, staffing plan recommendations, the associated role 

assignments for the future staffing structure and reporting procedures to assure reporting 

compliance moving forward. See Memo on FGMU Stabilization. 

HSD considers this finding partially corrected as TDA is in the preliminary process of clearing 

the reporting backlog and anticipates completing this work by year end 2023. 
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Audit Period: 

January 1, 2021 through 

December 31, 2021 

Report Reference 

No.: 

1031261 

Finding Ref. No.: 

2021-003 

ALN(s): 

14.231 

Federal Program Name and Granting Agency: 

Emergency Solutions Grant Program 

Pass-Through Agency Name: 

N/A 

Finding Caption: 

The City did not have adequate controls in place for ensuring compliance with federal 

requirements for obligating and spending grant funds and reimbursing subrecipients within 

established timeframes.    

Background: 

Our audit found the following control deficiencies related to obligating and spending grant funds 

and reimbursing subrecipients within required timeframes. 

Obligation  

After the U.S. Department of Housing and Urban Development signs the grant agreement, the 

City has a certain number of days to obligate or commit the funds. For annual ESG Program 

funds, the City must obligate or commit them to the entity that will ultimately carry out eligible 

program activities within 180 days of HUD signing the agreement. For ESG Program funds 

received through the Coronavirus, Aid, Relief and Economic Security (CARES) Act (ESG-CV), 

the City has 240 days to obligate or commit them after HUD signs the agreement.  

The City’s Human Services Department was unable to provide documentation to demonstrate 

that it had effective controls for ensuring it obligated grant funds within the required timeframes. 

Expenditures 

After HUD signs the agreement with the City, it must spend all grant funds for eligible activity 

costs within 24 months. For the purpose of this requirement, expenditure means either an actual 

cash disbursement for or an accrual of direct or indirect costs. The City’s Human Services 

Department did not have effective controls for ensuring it spent grant funds within 24 months. 

The City was required to spend the entire 2019 award by September 11, 2021, but the Department 

was unable to provide accounting records to demonstrate that it had spent the full award by this 

deadline.  

Reimbursement payments  

The City must pay ESG Program subrecipients for allowable costs within 30 days after receiving 

their complete payment requests. The City did not follow its established controls, and did not 

reimburse all subrecipients’ payment requests within 30 days as required. 

Status of Corrective Action: (check one) 

☐ Fully 

Corrected 

☒ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 
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Corrective Action Taken: 

Obligation  

In 2022 HSD was unable to fully meet its obligation requirements relating this finding. However, 

HSD is actively working to implement the staffing recommendations and policy/procedure 

updates from the recently engaged TDA consulting services to fully respond to this 

recommendation in the coming year.   

Expenditures 

In 2022 HSD was unable to fully meet the expenditure requirements. However, HSD is actively 

working to implement the staffing recommendations and policy/procedure updates from the 

recently engaged TDA consulting services to fully respond to this recommendation in the coming 

year.   

Reimbursement payments  

In 2022, HSD staff have worked to support the contracts they now administer. HSD is monitoring 

contract invoices to ensure that they are processed in a timely manner. HSD processed invoices 

against ESG within 30 days of submission by HSD’s partner agencies. 

HSD has implemented since this finding the AP procedure that invoices are to be 

paid within 30 days of receipt. Any delays outside of the 30-day procedure would 

be linked to issues with the submitted invoice itself resulting in an incomplete 

submission and would restart the 30-day turnaround timeline. 

 

 

Audit Period: 

January 1, 2020 through 

December 31, 2020 

Report Reference No.: 

1030244 

Finding Ref. No.: 

2020-004 

CFDA Number(s): 

14.231 

Federal Program Name and Granting Agency: 

Emergency Solutions Grant Program, U.S. 

Department of Housing and Urban Development 

Pass-Through Agency Name: 

N/A 

Finding Caption: 

The City did not have adequate internal controls in place for ensuring compliance with federal 

period of performance requirements.  

Background: 

In fiscal year 2020, The U.S. Department of Housing and Urban Development (HUD) awarded 

the City an ESG program contract. This contract was not one the ESG awards funded by 

COVID-19 relief funds, and it had a performance period of July 8, 2020, through July 8, 2022. 

Generally, federal awarding agencies must provide prior written approval of any pre-award costs 

recipients want to charge to the award. However, HUD only allows recipients to use ESG funds 
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for costs incurred before the performance period if they are otherwise allowable and incurred on 

or after the later of the following dates: the start date of the recipient’s program year (January 1, 

2020), the date HUD received the recipient’s consolidated plan submission (May 27, 2020), or 90 

calendar days before the performance period start date of July 8, 2020. As July 8, 2020, was the 

latest date, the City cannot charge costs incurred 90 days before this (April 9, 2020), to the award 

without HUD’s written approval. 

The City charged pre-award costs to the contract but did not have prior written approval from 

HUD. 

Status of Corrective Action: (check one) 

☒ Fully 

Corrected 

☐ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 

Corrective Action Taken: 

In 2020, HUD did not provide grantees with the usual CPD Notice of Pre-award cost waiver that 

gives the City authority to enter into contracts beginning January 1, the normal program year.  

Due to this, HSD experienced a gap in the time between the performance period specified in the 

ESG grant agreement and the January start date of contracts.  In the years following, HUD 

provided the CPD Notice of Pre-award costs waiver as was routine.  

HSD hired a consultant service (TDA) responding to critical staffing gaps in the Federal Grants 

Management Unit (FGMU) and prior finding of charging pre-award costs to its ESG award. 

TDA’s work will focus on establishing policies and  internal control procedures to assure stricter 

compliance with pre-award cost requirements moving forward. See Memo on FGMU 

Stabilization. 

Additionally, FGMU also collects the notice to proceed from the awarding agency which outlines 

the permission for pre-award expenditures. See attached example of 2021-02cpdn Notice to 

Proceed 

HSD considers this finding fully corrected as the TDA is in process of formalizing the 

policies/procedures, producing staffing recommendations and the internal controls structures. 

 

Audit Period: 

January 1, 2020 through 

December 31, 2020 

Report Reference No.: 

1030244 

Finding Ref. No.: 

2020-005 

CFDA Number(s): 

14.231 

Federal Program Name and Granting Agency: 

Emergency Solutions Grant Program, U.S. 

Department of Housing and Urban Development 

Pass-Through Agency Name: 

N/A 

Finding Caption: 

The City had inadequate internal controls for ensuring compliance with matching, level of effort 

and earmarking requirements.  
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Background: 

The City must comply with the following ESG Program requirements for matching, level of effort 

and earmarking:  

• The City must match the ESG funding provided by the U.S. Department of Housing and 

Urban Development (HUD) with an equal amount from sources other than those provided 

under the ESG Program. The City uses Community Development Block Grant (CDBG) 

Program funds as a source for matching the ESG funding it receives. The City did not 

perform ongoing monitoring throughout the year to ensure it was matching the funds. 

• The City cannot use its ESG Program funds to replace funds it provided for street outreach 

and emergency shelter services during the immediately preceding 12-month period. City 

management said it monitors this requirement through the budgeting process, but the City 

did not keep documentation showing that staff reviewed the budget to ensure compliance 

with level of effort requirements.  

• The City is limited in the proportion of ESG Program funds it may expend for emergency 

shelter, street outreach and administrative costs. City management said it reviews the 

budget annually for compliance. However, the City did not perform ongoing monitoring 

to ensure it met the requirement and corrected any issues identified. 

Status of Corrective Action: (check one) 

☐ Fully 

Corrected 

☒ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 

Corrective Action Taken: 

HSD hired a consultant service (TDA) responding to critical staffing gaps in the Federal Grants 

Management Unit (FGMU). TDA consulting’s work will focus establishing protocols conduct 

data quality reviews, establishing policies, and internal control procedures to assure stricter 

compliance moving forward. See Memo on FGMU Stabilization. 

HSD implements the following practices when managing the compliance requirements of 

matching, level of effort and earmarking. Upon confirmation of an annual allocation from HUD, 

FGMU works with providers to create annual contract budgets which reflect the restrictions on 

type of service earmarks set out by ESG regulations.  This information is used to create sub-award 

budgets with the applicable matching, level of effort and earmarking restrictions and is 

transmitted to the Finance Team.  

Budget managers within the finance team in coordination with the FGMU program specialist, 

review line items to assure that all sub-award budgets are obligated within ESG’s regulations for 

matching, level of effort and earmarking. These budgets are used to establish contract budgets in 

the City’s contract management system which produces all of HSD’s service agreements and 

establish purchase orders for vendor payments.  

In turn the program specialist charged with contract management and quality control over agency 

submitted invoices uses the approved budget line items to assure all the requirements are being 
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monitored and enforced as invoices are received from the agency in the course of the program 

year.  

HSD considers this finding partially corrected as the TDA is in process of formalizing the 

policies/procedures, producing staffing structure recommendations and the internal controls 

structures to assure this finding will be fully corrected. 
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INDEPENDENT AUDITOR’S REPORT 

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 Seattle 

January 1, 2022 through December 31, 2022 

Mayor and City Council 

City of Seattle 

Seattle, 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 

governmental activities, the business-type activities, the aggregate discretely presented component 

units and remaining fund information and each major fund of the City of Seattle, as of and for the 

year ended December 31, 2022, and the related notes to the financial statements, which collectively 

comprise the City’s basic financial statements, and have issued our report thereon dated June 28, 

2023.  

Our report includes a reference to other auditors who audited the financial statements of the Light, 

Water, Drainage and Wastewater, and Solid Waste funds, and the Seattle City Employees’ 

Retirement System, as described in our report on the City’s financial statements. This report does 

not include the results of the other auditors’ testing of internal control over financial reporting or 

compliance and other matters that are reported on separately by those auditors.  

REPORT ON 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) as a basis for designing 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 
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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 above and was not 

designed to identify all deficiencies in internal control that might be material weaknesses or 

significant deficiencies and therefore, material weaknesses or significant deficiencies may exist 

that were not identified. 

Given these limitations, during our audit we did not identify any deficiencies in internal control 

that we consider to be material weaknesses. 

REPORT ON 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 its compliance with certain provisions of laws, 

regulations, contracts and grant agreements, noncompliance with which could have a direct and 

material effect on the financial statements. 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, 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 

June 28, 2023  
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INDEPENDENT AUDITOR’S REPORT  

Report on Compliance for Each Major Federal Program and Report on Internal 

Control over Compliance in Accordance with the Uniform Guidance 

City of Seattle 

January 1, 2022 through December 31, 2022 

Mayor and City Council 

City of Seattle 

Seattle, Washington 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 

PROGRAM 

Opinion on Each Major Federal Program 

We have audited the compliance of the City of Seattle, with the types of compliance requirements 

identified as subject to audit in the U.S. Office of Management and Budget (OMB) Compliance 

Supplement that could have a direct and material effect on each of the City’s major federal 

programs for the year ended December 31, 2022. The City’s major federal programs are identified 

in the auditor’s results section of the accompanying Schedule of Findings and Questioned Costs. 

In our opinion, the City complied, in all material respects, with the types of compliance 

requirements referred to above that could have a direct and material effect on each of its major 

federal programs for the year ended December 31, 2022. 

Basis for Opinion on Each Major Federal Program 

We conducted our audit of compliance in accordance with auditing standards generally accepted 

in the United States of America (GAAS); the standards applicable to financial audits contained in 

Government Auditing Standards issued by the Comptroller General of the United States; and the 

audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative 

Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) 

are further described in the Auditor’s Responsibilities for the Audit of Compliance section of our 

report. 

We are required to be independent of the City and to meet our other ethical responsibilities, in 

accordance with the relevant ethical requirements relating to our audit. We believe that the audit 

evidence we have obtained is sufficient and appropriate to provide a basis for our opinion on 

compliance for each major federal program. Our audit does not provide a legal determination on 

the City’s compliance with the compliance requirements referred to above. 
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Responsibilities of Management for Compliance  

Management is responsible for compliance with the requirements referred to above and for the 

design, implementation, and maintenance of effective internal control over compliance with the 

requirements of laws, statutes, regulations, rules and provisions of contracts or grant agreements 

applicable to the City’s federal programs. 

Auditor’s Responsibilities for the Audit of Compliance  

Our objectives are to obtain reasonable assurance about whether material noncompliance with the 

compliance requirements referred to above occurred, whether due to fraud or error, and express an 

opinion on the City’s compliance based on our audit. Reasonable assurance is a high level of 

assurance but is not absolute assurance and therefore is not a guarantee that an audit conducted in 

accordance with GAAS, Government Auditing Standards and the Uniform Guidance will always 

detect a material noncompliance when it exists. The risk of not detecting a material noncompliance 

resulting from fraud is higher than for that resulting from error, as fraud may involve collusion, 

forgery, intentional omissions, misrepresentations, or the override of internal control. 

Noncompliance with the compliance requirements referred to above is considered material, if there 

is a substantial likelihood that, individually or in the aggregate, it would influence the judgement 

made by a reasonable user of the report on compliance about the City’s compliance with the 

requirements of each major federal program as a whole.  

Performing an audit in accordance with GAAS, Government Auditing Standards and the Uniform 

Guidance includes the following responsibilities: 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 

• Identify and assess the risks of material noncompliance, whether due to fraud or error, and 

design and perform audit procedures responsive to those risks. Such procedures include 

examining, on a test basis, evidence regarding the City’s compliance with the compliance 

requirements referred to above and performing such other procedures as we considered 

necessary in the circumstances; 

• Obtain an understanding of the City’s internal control over compliance relevant to the audit 

in order to design audit procedures that are appropriate in the circumstances and to test and 

report on internal control over compliance in accordance with the Uniform Guidance, but 

not for the purpose of expressing an opinion on the effectiveness of the City’s internal 

control over compliance. Accordingly, no such opinion is expressed; and 

• We are required to communicate with those charged with governance regarding, among 

other matters, the planned scope and timing of the audit and any significant deficiencies 

and material weaknesses in internal control over compliance that we identified during the 

audit. 
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Other Matters 

The results of our auditing procedures disclosed instances of noncompliance which are required to 

be reported in accordance with the Uniform Guidance and which are described in the 

accompanying Schedule of Federal Award Findings and Questioned Costs as Findings 2022-001, 

2022-002 and 2022-003. Our opinion on each major federal program is not modified with respect 

to these matters.  

City’s Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on the City’s 

response to the noncompliance findings identified in our compliance audit described in the 

accompanying Schedule of Federal Award Findings and Questioned Costs. The City’s response 

was not subjected to the other auditing procedures applied in the audit of compliance and, 

accordingly, we express no opinion on the response. 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE  

A deficiency in internal control over compliance exists when the design or operation of a control 

over compliance does not allow management or employees, in the normal course of performing 

their assigned functions, to prevent, or detect and correct, noncompliance with a type of 

compliance requirement of a federal program on a timely basis. A material weakness in internal 

control over compliance is a deficiency, or combination of deficiencies, in internal control over 

compliance, such that there is a reasonable possibility that material noncompliance with a type of 

compliance requirement of a federal program will not be prevented, or detected and corrected, on 

a timely basis. A significant deficiency in internal control over compliance is a deficiency, or a 

combination of deficiencies, in internal control over compliance with a type of compliance 

requirement of a federal program that is less severe than a material weakness in internal control 

over compliance, yet important enough to merit attention by those charged with governance. 

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of internal 

control over compliance. Accordingly, no such opinion is expressed. Our consideration of internal 

control over compliance was for the limited purpose described in the Auditor’s Responsibilities 

for the Audit of Compliance section above and was not designed to identify all deficiencies in 

internal control over compliance that might be material weaknesses or significant deficiencies in 

internal control over compliance and therefore, material weaknesses or significant deficiencies 

may exist that were not identified. 
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However, we identified certain deficiencies in internal control over compliance that we consider 

to be material weaknesses and significant deficiencies. In the accompanying Schedule of Federal 

Award Findings and Questioned Costs, we consider the deficiencies described in Finding 

2022-002 to be a material weakness and the deficiencies described in Finding 2022-003 to be a 

significant deficiency. 

City’s Response to Findings 

Government Auditing Standards requires the auditor to perform limited procedures on the City’s 

response to the internal control over compliance findings identified in our audit described in the 

accompanying Schedule of Federal Award Findings and Questioned Costs. The City’s response 

was not subjected to the other auditing procedures applied in the audit of compliance and, 

accordingly, we express no opinion on the response. 

Purpose of this Report 

The purpose of this report on internal control over compliance is solely to describe the scope of 

our testing of internal control over compliance and the results of that testing based on the 

requirements of the Uniform Guidance. Accordingly, this report 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 

September 15, 2023 
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INDEPENDENT AUDITOR’S REPORT  

Report on the Audit of the Financial Statements 

City of Seattle 

January 1, 2022 through December 31, 2022 

Mayor and City Council 

City of Seattle 

Seattle, Washington 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 

Opinions 

We have audited the accompanying financial statements of the governmental activities, the 

business-type activities, the aggregate discretely presented component units and remaining fund 

information and each major fund of the City of Seattle, as of and for the year ended December 31, 

2022, and the related notes to the financial statements, which collectively comprise the City’s basic 

financial statements as listed in the financial section of our report. 

In our opinion, the accompanying financial statements referred to above present fairly, in all 

material respects, the respective financial position of the governmental activities, the business-type 

activities, the aggregate discretely presented component units and remaining fund information and 

each major fund of the City of Seattle, as of December 31, 2022, and the respective changes in 

financial position and, where applicable, cash flows thereof for the year then ended in accordance 

with accounting principles generally accepted in the United States of America. 

We did not audit the financial statements of:   

• The Light, Water, Drainage and Wastewater, and Solid Waste funds, which represent 99 

percent, 99 percent and 95 percent, respectively, of the assets, net position, and revenues 

of the business-type activities. 

• The Seattle City Employees’ Retirement System and Solid Waste fund, which represent 65 

percent, 74 percent and 38 percent, respectively, of the assets, net position, and revenues 

of the aggregate discretely presented component units and remaining fund information. 

Those statements were audited by other auditors, whose reports have been furnished to us, and our 

opinion, insofar as it relates to the amounts included for the Light, Water, Drainage and 

Wastewater, and Solid Waste funds, and the Seattle City Employees’ Retirement System, is based 

solely on the reports of the other auditors. 
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Basis for Opinions 

We conducted our audit in accordance with auditing standards generally accepted in the United 

States of America (GAAS) and the standards applicable to financial audits contained in 

Government Auditing Standards, issued by the Comptroller General of the United States. Our 

responsibilities under those standards are further described in the Auditor’s Responsibilities for 

the Audit of the Financial Statements section of our report. We are required to be independent of 

the City and to meet our other ethical responsibilities, in accordance with the relevant ethical 

requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient 

and appropriate to provide a basis for our audit opinions. 

Matters of Emphasis 

As discussed in Note 1 to the financial statements, in 2022, the City adopted new accounting 

guidance, Governmental Accounting Standards Board Statement No. 87, Leases. Our opinion is 

not modified with respect to this matter. 

Responsibilities of Management for the Financial Statements 

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

in accordance with accounting principles generally accepted in the United States of America, and 

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. 

In preparing the financial statements, management is required to evaluate whether there are 

conditions or events, considered in the aggregate, that raise substantial doubt about the City’s 

ability to continue as a going concern for twelve months beyond the financial statement date, 

including any currently known information that may raise substantial doubt shortly thereafter.  

Auditor’s Responsibilities for the Audit of the Financial Statements  

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole 

are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report 

that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute 

assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 

Government Auditing Standards will always detect a material misstatement when it exists. The 

risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 

from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 

the override of internal control. Misstatements are considered material if there is a substantial 

likelihood that, individually or in the aggregate, they would influence the judgment made by a 

reasonable user based on the financial statements.  
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Performing an audit in accordance with GAAS and Government Auditing Standards includes the 

following responsibilities: 

• Exercise professional judgment and maintain professional skepticism throughout the audit; 

• Identify and assess the risks of material misstatement of the financial statements, whether 

due to fraud or error, and design and perform audit procedures responsive to those risks. 

Such procedures include examining, on a test basis, evidence regarding the amounts and 

disclosures in the financial statements; 

• Obtain an understanding of internal control relevant to the audit 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, no such opinion 

is expressed;  

• Evaluate the appropriateness of accounting policies used and the reasonableness of 

significant accounting estimates made by management, as well as evaluate the overall 

presentation of the financial statements;  

• Conclude whether, in our judgment, there are conditions or events, considered in the 

aggregate, that raise substantial doubt about the City’s ability to continue as a going 

concern for a reasonable period of time; and  

• Communicate with those charged with governance regarding, among other matters, the 

planned scope and timing of the audit, significant audit findings, and certain internal 

control-related matters that we identified during the audit. 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 

management’s discussion and analysis and required supplementary information listed in the 

financial section of our report be presented to supplement the basic financial statements. Such 

information is the responsibility of management and, although not a part of the basic financial 

statements, is required by the Governmental Accounting Standards Board who considers it to be 

an essential part of financial reporting for placing the basic financial statements in an appropriate 

operational, economic or historical context. We have applied certain limited procedures to the 

required supplementary information in accordance with auditing standards generally accepted in 

the United States of America, which consisted of inquiries of management about the methods of 

preparing the information and comparing the information for consistency with management’s 

responses to our inquiries, the basic financial statements, and other knowledge we obtained during 

our audit of the basic financial statements. We do not express an opinion or provide any assurance 

on the information because the limited procedures do not provide us with sufficient evidence to 

express an opinion or provide any assurance. 
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Supplementary Information  

Our audit was conducted for the purpose of forming opinions on the financial statements that 

collectively comprise the City’s basic financial statements. The accompanying Schedule of 

Expenditures of Federal Awards is presented for purposes of additional analysis as required by 

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements, 

Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance). This 

supplementary information is not a required part of the basic 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 basic financial statements. The 

information has been subjected to the auditing procedures applied in the audit of the basic financial 

statements and certain additional procedures, including comparing and reconciling such 

information directly to the underlying accounting and other records used to prepare the basic 

financial statements or to the basic 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 

basic financial statements as a whole. 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated June 28, 

2023 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 the effectiveness of the City’s 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 

June 28, 2023 
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FINANCIAL SECTION 

City of Seattle 

January 1, 2022 through December 31, 2022 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2022 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2022 

Statement of Activities – 2022 

Governmental Funds Balance Sheet – 2022 

Statement of Revenues, Expenditures and Changes in Fund Balance – Governmental 

Funds – 2022 

Reconciliation of Governmental Funds Statement of Revenues, Expenditures and 

Changes in Fund Balance to the Statement of Activities – 2022 

Statement of Net Position – Proprietary Funds – 2022 

Statement of Revenues, Expenses and Changes in Fund Net Position – Proprietary Funds 

– 2022 

Statement of Cash Flows – Proprietary Funds – 2022 

Statement of Fiduciary Net Position – Fiduciary Funds – 2022 

Statement of Changes in Fiduciary Net Position – Fiduciary Funds – 2022 

Notes to Financial Statements – 2022 

REQUIRED SUPPLEMENTARY INFORMATION 

Notes to Required Supplementary Information – Schedules of Revenues, Expenditures 

and Changes in Fund Balance – Budget to Actual – 2022 

Schedule of Revenues, Expenditures and Changes in Fund Balance – Budget and Actual 

– General Fund – 2022 

Schedule of Revenues, Expenditures and Changes in Fund Balance – Budget and Actual 

– Transportation Fund – 2022 

Notes to Required Supplementary Information – Pension and OPEB Plan Information – 

2022 

Pension Plan Information – Schedule of Changes in Total Pension Liability and Related 

Ratios – Police Relief and Pension Fund, Firefighters’ Pension Fund – 2022 

Pension Plan Information – Schedule of Proportionate Share of Net Pension Liability – 

Seattle City Employees’ Retirement System, Law Enforcement Officers’ and Fire 
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Fighters’ Retirement System Plan 1, Law Enforcement Officers’ and Fire Fighters’ 

Retirement System Plan 2 – 2022 

Pension Plan Information – Schedule of Employer Contributions – Seattle City Employees’ 

Retirement System, Law Enforcement Officers’ and Fire Fighters’ Retirement System 

Plan 1, Law Enforcement Officers’ and Fire Fighters’ Retirement System Plan 2 – 2022  

OPEB Information – Schedule of Changes in Total OPEB Liability and Related Ratios City 

of Seattle Health Care Blended Premium Subsidy Plan, City of Seattle Retiree Medical 

and Long-Term Care Benefits for LEOFF 1 Fire Employees, City of Seattle Retiree 

Medical and Long-Term Care Benefits for LEOFF 1 and Escalator Employees – 2022 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Expenditures of Federal Awards – 2022 

Notes to the Schedule of Expenditures of Federal Awards – 2022 
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CITY OF SEATTLE 
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the Year Ended December 31, 2022 
 
 
NOTE 1 - BASIS OF ACCOUNTING 
The City’s Schedule of Expenditures of Federal Awards (SEFA) is presented using the modified accrual basis of 
accounting for grants accounted for in the governmental fund types and the accrual basis of accounting for grants 
accounted for in the proprietary fund types. 
 
 
NOTE 2 – FEDERAL DE MINIMIS INDIRECT COST RATE 
The City has not elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform Guidance. 
 
 
NOTE 3 – SECTION 108 LOANS 
(a) The City participates in HUD’s Section 108 Loan Guarantee Program (Section 108).  As of December 31, 2022, the 
outstanding loans due to HUD totaled $3.5 million.  A summary of projects with outstanding loan balances is as follows: 
 

 
These loans are not considered to have continuing compliance requirements under 2 CFR §200.502(b) of the Uniform 
Guidance, and therefore, are only reported on the SEFA in the year in which funds are expended and drawn. 
 
The City did not establish any new loans in 2022.  
 
 
NOTE 4 – NONCASH AWARDS – FOOD VOUCHERS 
The food voucher expenditures of $59,640 represent the face value of the food vouchers distributed to the participants of 
the Senior Farmers’ Market Nutrition Program funded by the U.S. Department of Agriculture (ALN 10.576) and provided 
through the Washington Department of Social and Health Services.  Distribution of the vouchers is overseen by the City’s 
Aging and Disability Services (ADS) Division of the Human Services Department.  These vouchers are not recognized in 
the City’s basic financial statements.  
 
 
NOTE 5 – EQUIPMENT AND SUPPLIES PASSED THROUGH TO SUBRECIPIENTS 
The City purchases and transfers supplies and equipment to subrecipients.  These purchases are reported as grant 
expenditures on the SEFA in the year in which they occur and are reported in the “Passed Through to Subrecipients” 
column in the year in which the supplies and equipment are transferred to subrecipients.  
 
 
NOTE 6 – PRIOR YEAR EXPENDITURES INCLUDED IN SEFA 
The SEFA includes $47,515,330 in the prior year federal grant expenditures.  Of the total prior year expenditures, 
$11,719,038 relates to the Presidentially Declared Disasters (ALN 97.036) as follows: 

Project
Outstanding Loan 

Balance as of 
December 31, 2022

Bush Hotel 798,000$                 
INSCAPE 2,080,000                
12th Avenue Arts 653,000                   

Total 3,531,000$              
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These expenditures were approved by FEMA in 2022.  

An additional $86,921 in the prior year expenditures reported under the Award ID SLFRP1045 (ALN 21.027), relates to 
the 2021 vendor invoices authorized and paid in 2022.  

The prior year expenditures reported on the current year SEFA, also include funds expended under the Capitalization 
Grants for Clean Water State Revolving Fund (ALN 66.458) in the amount of $35,709,371. 

NOTE 7 - 10% FEMA RETAINAGE  
The amount held by FEMA as retainage is not included in the SEFA but will be reported when, and in the amount, 
deemed eligible by the agency's Final Inspection Report. 

NOTE 8 – EPA CLEAN WATER STATE REVOLVING FUND (CFDA 66.458) 
The City receives federal revolving grant funds from the U.S. Environmental Protection Agency (EPA) Office of Water.  
These funds are passed to the City through the Washington State Department of Ecology as loans under ALN 66.458, 
Capitalization Grants for Clean Water State Revolving Fund.   

These loans are not considered to have continuing compliance requirements under Title 2 CFR Part 200, and therefore 
are only reported on the SEFA when the expenditures are incurred and submitted for reimbursement.  This may result in 
the prior period expenditures being reported on the SEFA.   

The table below provides a breakdown of the expenditures reported under this loan program on the 2022 SEFA: 

Presidential Disaster 
Declaration # Award ID Dates Costs Incurred

Prior Year 
Expenditures 

Reported on the 
Current Year SEFA

FEMA-4309-DR-WA D17-190 1/30/2017 - 2/22/2017 35,461$  
FEMA-4539-DR-WA D20-2012 1/20/2020 - 2/10/2020 230,735 
FEMA-4481-DR-WA D20-140 3/1/2020 - 12/31/2021 11,452,842 

Total 11,719,038$  

Award ID Year Costs Incurred
 Expenditures 

Reported on the 
Current Year SEFA

WQC-2019-SEAPUD-00191-EL210311 2021 27,635,000$  
WQC-2019-SEAPUD-00191-EL220699 2021 8,074,371 
WQC-2019-SEAPUD-00191-EL220699 2022 10,561,216 

Total 46,270,587$  
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Office of the Washington State Auditor sao.wa.gov 

 

CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER 

UNIFORM GUIDANCE 

City of Seattle 

January 1, 2022 through December 31, 2022 

 This schedule presents the corrective action planned by the City for findings reported in this report 

in accordance with Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform 

Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance).  

Finding ref number: 

2022-001 

Finding caption: 

The City charged payroll-related expenditures that lacked support to 

the Community Development Block Grants/Entitlement Grants 

program. 

Name, address, and telephone of City contact person: 

Debra Rhinehart, HSD Interim Federal Grants Mgt Unit Manager, 206.684.0574 

Theresa George, HSD Accounting Manager, 206.798.3360 

Corrective action the auditee plans to take in response to the finding: 

HSD Response: 

HSD as the CDBG administrator, in collaboration with its contracted consultant support TDA 

consulting, will complete the following steps to support the resolution of this finding associated 

with the pre-approval of timesheets within the Office of Housing, and the Department of Parks 

and Recreation. 

HSD will conduct a thorough review of all existing MOAs with our recipients to ensure that the 

language pertaining to pre-approved timesheets is clear, consistent, and aligned with federal 

and state regulations. HSD will also assure staff responsible for administering CBDG funds and 

other federal funds are oriented to federal requirements regarding the pre-approval of 

timesheets and will emphasize the importance of adhering to the requirements outlined in the 

MOAs. HSD will encourage its city partners receiving these funds to work with the City-Wide 

Accounting team to adopt standardized procedures for the approval, documentation, and 

tracking of timesheets. 
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Office of Housing Response: 

The Office of Housing will change its timesheet review procedures in order to ensure manager 

sign-off happens no sooner than the close of business on the final day of the pay period.  Current 

procedure is for the Office Housing Accountant to send an email reminding all managers to 

sign-off on timesheets; effective 10/1/23 this message will add the specific reminder that all 

employees funded by federal grant revenues should not have their timesheets approved until 

after all hours have been worked. 

Parks and Recreation Response: 

Moving forward, Seattle Parks and Recreation (SPR) will follow the City-Wide Accounting 

guidance provided on June 6th, 2023 which requires employees to not submit timesheets earlier 

than the federally grant-funded work is performed.  

SPR department leadership have immediately notified the CDBG management team to re-

emphasize the requirement. In addition, the SPR payroll team will also provide a reminder of 

the requirement for all SPR staff for each payroll cycle.  The SPR executive team will continue 

to monitor compliance relating to this recommendation.  

Anticipated date to complete the corrective action: 

Human Services Department: 12/31/2023 

Seattle Parks and Recreation: 9/15/2023 

Office of Housing:10/01/2023 

Finding ref number: 

2022-002 

Finding caption: 

The City’s internal controls were inadequate for ensuring compliance 

with federal reporting requirements. 

Name, address, and telephone of City contact person: 

Debra Rhinehart, HSD Interim Federal Grants Mgt Unit Manager, 206.684.0574 

Theresa George, HSD Accounting Manager, 206.798.3360 

Corrective action the auditee plans to take in response to the finding: 

HSD hired a consultant service (TDA) in response to prior SAO feedback, which will strengthen 

our internal controls over federal reporting requirements to ensure our Cash on Hand Quarterly 

Reports and FFATA reports are accurate and submitted timely moving forward. HSD will 

continue to clarify roles and responsibilities for reporting and central reporting and archiving 

of confirmation reports to increase internal control of this function. 

TDA consulting will add capacity to HSD’s Federal Grants Management Unit to clear its 2022 

FFATA reporting backlog while HSD addresses current staffing shortages. In addition to 

clearing the reporting backlog, HSD’s contractor is assisting with the development of policies 

and procedures to better facilitate the conducting of data quality reviews to address accuracy 
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issues identified with Cash on Hand Quarterly Reports (PR29 and PR29-CV) to better report 

information such as cash on hand, program income and revolving fund funding levels.  

As part of its scope of work, TDA has developed a workplan focusing on the establishment of a 

staffing plan recommendation, the associated role assignments for the future staffing structure 

and documenting reporting procedures to assure reporting compliance moving forward. 

Anticipated date to complete the corrective action:  12/31/2023 

 

Finding ref number: 

2022-003 

Finding caption: 

The City’s internal controls were inadequate for ensuring compliance 

with federal suspension and debarment requirements. 

Name, address, and telephone of City contact person: 

Debra Rhinehart, HSD Interim Federal Grants Mgt Unit Manager, 206.684.0574 

Theresa George, HSD Accounting Manager, 206.798.3360 

Corrective action the auditee plans to take in response to the finding: 

HSD Response: 

HSD as the CDBG administrator, in collaboration with its contracted consultant support TDA 

consulting, will complete the following steps to support the resolution of this finding noting 

internal controls were inadequate for ensuring staff verified the suspension and debarment 

status of sub-recipients within the Office of Housing. 

HSD will conduct a thorough review of all existing MOAs with our recipients to ensure that the 

language pertaining to the verification and the documenting of the suspension and debarment 

status of sub-recipients is clear, consistent, and aligned with federal and state regulations. HSD 

will also assure staff responsible for administering CBDG funds and other federal funds are 

oriented to the importance of adhering to the debarment verification requirements outlined in 

the MOAs. HSD will encourage its city partners receiving these funds to work with other city 

partners to adopt standardized procedures for the verification and documentation of sub-

recipient suspension and debarment status. 

Office of Housing Response: 

The Office of Housing will implement and communicate the following procedures: For all 

contracts expected to receive $25,000 or more in federal funds, the program staff person 

initiating the contract will first search the SAM website to verify that: the agency is registered, 

the agency’s registration status is active, and the agency does not have any active exclusions 

such as debarment or suspension.  This status will be double-checked by the future Senior 

Contracts Specialist position before any contract is finalized. 

Anticipated date to complete the corrective action:  

The Office of Housing will hold a meeting of all relevant managers and supervisors on 9/26/23, 

during which all will be notified (or reminded) of the procedures described above.  When the 
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new Senior Contracts Specialist position is hired (estimated by 12/31/23), one of their first tasks 

will be to write and distribute a comprehensive contracts policy for the Office of Housing, which 

will include the procedures described above. 
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ABOUT THE STATE AUDITOR’S OFFICE 
The State Auditor’s Office is established in the Washington State Constitution and is part of the 
executive branch of state government. The State Auditor is elected by the people of Washington 
and serves four-year terms. 

We work with state agencies, local governments and the public to achieve our vision of increasing 
trust in government by helping governments work better and deliver higher value. 

In fulfilling our mission to provide citizens with independent and transparent examinations of how 
state and local governments use public funds, we hold ourselves to those same standards by 
continually improving our audit quality and operational efficiency, and by developing highly 
engaged and committed employees. 

As an agency, the State Auditor’s Office has the independence necessary to objectively perform 
audits, attestation engagements and investigations. Our work is designed to comply with 
professional standards as well as to satisfy the requirements of federal, state and local laws. The 
Office also has an extensive quality control program and undergoes regular external peer review 
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity. 

Our audits look at financial information and compliance with federal, state and local laws for all 
local governments, including schools, and all state agencies, including institutions of higher 
education. In addition, we conduct performance audits and cybersecurity audits of state agencies 
and local governments, as well as state whistleblower, fraud and citizen hotline investigations. 

The results of our work are available to everyone through the more than 2,000 reports we publish 
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other 
information via an email subscription service and social media channels. 

We take our role as partners in accountability seriously. The Office provides training and technical 
assistance to governments both directly and through partnerships with other governmental support 
organizations. 

Stay connected at sao.wa.gov 

• Find your audit team
• Request public records
• Search BARS Manuals (GAAP and

cash), and find reporting templates
• Learn about our training workshops

and on-demand videos
• Discover which governments serve you

— enter an address on our map
• Explore public financial data

with the Financial Intelligence Tool

Other ways to stay in touch 

• Main telephone:
(564) 999-0950

• Toll-free Citizen Hotline:
(866) 902-3900

• Email:
webmaster@sao.wa.gov
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