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SCHEDULE OF FINDINGS AND QUESTIONED COSTS

Benton County
January 1, 2022 through December 31, 2022

SECTION I - SUMMARY OF AUDITOR’S RESULTS

The results of our audit of Benton County 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, and each major fund in accordance with accounting principles generally
accepted in the United States of America (GAAP); we issued a qualified opinion on the fair
presentation of the Fiduciary Funds because the County was unable to provide adequate
documentation to support financial activities.

Internal Control over Financial Reporting:

e Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

o Material Weaknesses: We identified deficiencies that we consider to be material
weaknesses.

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

Federal Awards

Internal Control over Major Programs:

o Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.

o Material Weaknesses: We identified deficiencies that we consider to be material
weaknesses.

We issued an unmodified opinion on the County’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

20.205 Highway Planning and Construction

21.023 COVID 19-Emergency Rental Assistance Program

21.027 COVID 19-Coronavirus State and Local Fiscal Recovery Funds

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
the Uniform Guidance, was $750,000.

The County did not qualify as a low-risk auditee under the Uniform Guidance.

SECTION II — FINANCIAL STATEMENT FINDINGS
See Finding 2022-001.

SECTION III —- FEDERAL AWARD FINDINGS AND QUESTIONED
COSTS

See Findings 2022-002 and 2022-003.
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

Benton County
January 1, 2022 through December 31, 2022

2022-001 The County did not have adequate internal controls ensuring
accurate and reliable reporting of its financial statements.

Background

State and federal agencies, County officials and the public rely on the information
included in the financial statements and reports to make decisions. County
management is responsible for designing, implementing and maintaining internal
controls that provide reasonable assurance its financial statements, schedules and
notes to the financial statements are accurate and reliable. The County prepares its
financial statements in accordance with generally accepted accounting principles
(GAAP).

Our audit found deficiencies in internal controls over accounting and financial
reporting that affected the County’s ability to produce reliable financial statements
and resulted in financial statements errors. Further, the County did not have
effective internal controls to ensure any revisions it made to the financial statements
were accurate and that it included no new errors in the revisions.

Government Auditing Standards requires the State Auditor’s Office to
communicate material weaknesses in internal controls, as defined below in the
Applicable Laws and Regulations section below, as a finding.

The County received a finding in the prior audit for lacking adequate internal
controls to ensure accurate reporting of deferred revenues and infrastructure assets
in its financial statements. The County continues to struggle to ensure its financial
statements are accurate. Below are the key areas in which the County does not have
adequate processes, including reviews, to ensure accurate reporting.

Fiduciary Funds

The County has fiduciary funds that are used to account for assets held in a trustee
capacity or as an agent on behalf of its governments or special purpose districts.
The County is required to report the revenue, expenditure and investment pool
activity of the special purpose districts. The County should retain support for the
amounts reported in these funds to ensure the reporting is accurate.
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Journal Entries

GAAP requires year-end journal entries to report significant revenue and
expenditure accruals and adjustments for the fiscal year. If the County does not
perform journal entries, the reporting will be inaccurate.

Capital Assets

The County should have a capitalization policy in place that includes the type of
capital assets (such as land, infrastructure, buildings and equipment) that it will
record on the financial statements. The County should periodically evaluate its
capital assets, including the remaining useful life, to ensure the capital assets it
reports on the financial statements are accurate and agrees with its capitalization
policy.

Classification of Transactions

Recording financial transactions to the correct fund and category for assets,
liabilities, equity, revenues and expenditures ensures the County presents accurate
financial information on its financial statements. Users of financial statements rely
on the accuracy of the information to make financial decisions.

Review of Financial Statements as a Whole

The County should have an adequate review process to ensure the entire financial
statement report package is complete and accurate. This includes reviewing the
Management, Discussion and Analysis (MD&A), financial statements, notes to the
financial statements and required supplemental schedules.

Description of Condition

Our audit found material weaknesses in the County’s internal controls over
financial reporting. Specifically, the County did not establish a process to:

¢ Ensure it has adequate documentation to support all financial information it
reports

e Review journal entries to ensure it recorded them properly in the financial
statements

e Implement a capital asset policy and track capitalized assets it reported on
the financial statements to ensure it reported the assets correctly

e Review the amounts it reported on the financial statements to ensure they
were accurate and correctly classified

e Perform a final comprehensive review of financial statements, notes to
financial statements and the Schedule of Federal Award Expenditure
(SEFA) to ensure they were accurate and complete
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Cause of Condition

The County had turnover in key accounting staff responsible for preparing the
financial statements, notes and required schedules. The County did not devote
sufficient time and resources to ensure it adequately trained staff on the preparation
of governmental financial statements in accordance with the GAAP reporting
requirements and did not perform a thorough and meaningful secondary review of
the financial statements.

Additionally, the County implemented a new software program that it used to
prepare the financial statements. The County did not dedicate sufficient time and
resources to fully understand how the new software worked and to ensure all
financial information was accurately reported.

Lastly, the County had turnover in the public works department that prevented staff
from properly tracking and monitoring the infrastructure assets, including
periodically assessing and reconciling their condition. The County also did not have
a documented process for capitalizing infrastructure assets and determining their
useful life.

Effect of Condition

Inaccurate financial reporting limits access to financial information that County
officials, state and federal agencies, and the public use. It also increases audit costs
and causes delays due to the additional work necessary to complete the audit.

As a result of the control deficiencies identified above, we were unable to obtain
sufficient audit evidence for the County’s aggregate remaining funds, specifically
the fiduciary activities, presented on the financial statements. Therefore, we issued
a qualified opinion as to whether these funds are materially correct.

Additionally, the County submitted multiple revisions to the original financial
statement package submitted for audit. Our review of the revisions provided
identified multiple errors, including new errors, that were not detected during the
County’s review.
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Further, because of the internal control deficiencies, the County’s financial
statements contained misstatements in both the original and revised statements that
County management did not detect. Specifically, the County’s original statements:

e Underreported six government activities and four fiduciary activities
balances totaling $96,018,241 related to pension assets and liabilities, cash
and investments, payables, long-term debt and payments to vendors

e Overreported four governmental activities and two fiduciary activities
balances totaling $248,258,440 related to capital assets, receivables, long-
term debt, net positions and expenditures

e Misclassified seven governmental activities, general fund, human services
fund, behavioral health fund, capital acquisition funds and four fiduciary
activities balances totaling $255,636,100 related to accounts receivable, net
positions, operating and capital grants and contributions, taxes and fees, and
distributions to other governments

e Did not report $3,789,176 of expenditures for the federal Emergency Rental
Assistance Program on the SEFA

The County corrected all misstatements listed above that are material individually
or in aggregate, except for one fiduciary activities balance totaling $12,126,382
related to cash and investments

Additionally, during the process of revising the statements, the County did not
detect the following new misstatements it made, including:

e Reporting one governmental activities and two fiduciary activities prior
period adjustments with no support, totaling $261,435,632

e Overreporting four governmental activities balances totaling $44,220,801
related to buildings, revenues and expenditures

e Misclassifying three governmental activities balances totaling $33,322,194
related to land, net position and liabilities

e Misreporting a major fund on the revised financial statements

The County corrected all misstatements listed above that are material individually
or in aggregate, except for two fiduciary activities balances totaling $261,435,632
related to prior period adjustments. As noted above, we issued a qualified opinion
on the aggregate remaining funds relating to the uncorrected errors for the fiduciary
activities.

We also identified several other less significant errors throughout the MD&A,
financial statements, notes to the financial statements and required supplemental
schedules.
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Recommendation

We recommend the County improve internal controls over financial statement
preparation processes to ensure accurate financial reporting. Specifically, we
recommend the County:

e Develop and implement processes to ensure it supports the financial activity
of the fiduciary fund with adequate documentation

e Establish a process to ensure it records all year-end journal entries and
ensures their accuracy

e Implement controls to determine if projects should be capitalized or
expensed, and routinely evaluate the remaining estimated useful lives for
infrastructure assets by type

e Strengthen controls to track, monitor and evaluate infrastructure assets and
establish a written policy and procedures to ensure infrastructure assets are
correctly recorded

e Dedicate sufficient time and resources to preparing the financial statements,
including performing necessary research and evaluating transactions to
ensure proper presentation, and ensure a detailed final review

County’s Response

Benton County takes financial reporting seriously with its responsibility to produce
accurate financial statements. County management is committed to improving
internal control processes and management oversight in review of procedures over
financial statement preparation and ensuring accuracy.

The County will develop and implement processes to ensure it supports the
financial activity of the fiduciary fund with adequate documentation. The County
will retain support for the amounts reported in the fiduciary funds to ensure the
reporting is accurate.

The accounting staff will review and process all year-end journal entries and
ensure proper accuracy. Because the Benton County Accounting Division had some
turnover in key positions, this process wasn’t handled as timely and accurately as
possible. The County’s plan is to implement internal controls to make sure
everything has been reviewed by someone other than the person that prepares each
section of the financials.

Capital assets tracking has now gone to different staff members outside the
Accounting Division. The County is now using our accounting software system to
track capital assets. This change will help with tracking capital asset useful life,
depreciation, and reviewing those capital assets that might not have been added.
Benton County has a new capital policy passed in 2024 to facilitate more accurate
tracking.
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The County plans to strengthen controls to track, monitor and evaluate
infrastructure assets. This includes updating the County’s written policy and
procedures, as mentioned earlier. These measures will ensure infrastructure assets
are correctly recorded. The County’s Public Works CFO continues to grow in
competency and expertise regarding how to accurately evaluate the infrastructure
assets.

The County will record financial transactions to the correct fund and category for
assets, liabilities, equity, revenues, and expenditures to ensure the County presents
accurate financial information on its financial statements. The County will dedicate
sufficient time and resources to preparing the financial statements, including
performing necessary research and evaluating transactions to ensure proper
presentation, and ensure a detailed final review.

As the Accounting Division becomes more familiar with the annual reporting
process and gets more training to new members, we are developing a process to
review the Management Discussion and Analysis (MD&A), financial statements,
notes to the financial statements, and schedules that are in accordance with the
GAAP reporting requirements.

Due to the fact that the County has new staff members that are new to governmental
accounting and we implemented a new software mid-year in 2022, mistakes were
inadvertently made. The County is now working out of one accounting system going
forward.

The County takes the FY 2022 financial reporting recommendations that State
Auditor’s Office (SAO) has provided seriously. These recommendations will help
Benton County develop future processes to ensure more accurate financial
statements submitted. Benton County agrees to implement the recommendations
provided within this report to ensure the proper internal controls are in place. We
want to thank the SAO for working with us throughout this audit. We appreciate all
the help SAO has provided us and the patience our SAO team has given through
the whole audit process.

Auditor’s Remarks

We appreciate the County’s commitment to resolve this finding. We will review
the corrective action taken during our next regular audit.
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Applicable Laws and Regulations

Government Auditing Standards, July 2018 Revision, paragraphs 6.40 and 6.41
establish reporting requirements related to significant deficiencies or material
weaknesses in internal control, instances of fraud, and noncompliance with
provisions of laws, regulations, contracts, or grant agreements.

The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on Auditing
Standards, section 265, Communicating Internal Control Related Matters Identified
in an Audit, paragraph 7.

RCW 43.09.200 Local government accounting — Uniform system of accounting,
requires the state auditor to prescribe the system of accounting and reporting for all
local governments.

Budgeting, Accounting and Reporting System (BARS) Manual, 3.1.3, Internal
Control, requires each local government to establish and maintain an effective
system of internal controls that provides reasonable assurance that the government
will achieve its objectives.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
Benton County
January 1, 2022 through December 31, 2022

2022-002 The County’s internal controls were inadequate for ensuring
compliance with suspension and debarment requirements and
subrecipient monitoring.

Assistance Listing Number and Title:  21.027 — COVID-19 — Coronavirus
State and Local Fiscal Recovery

Funds
Federal Grantor Name: U.S. Department of the Treasury
Federal Award/Contract Number: N/A
Pass-through Entity Name: N/A
Pass-through Award/Contract N/A
Number:
Known Questioned Cost Amount: $0
Prior Year Audit Finding: Yes, Finding 2021-002

Description of Condition

The Coronavirus State and Local Fiscal Recovery Funds (SLFRF) program
provides direct payment to states, U.S. territories, tribal governments, metropolitan
cities, counties and (through states) non-entitlement units of local government.

In 2022, the County spent $6,161,820 of program funds, which included
$1,070,710 that it passed through to one subrecipient. The County used the funding
to provide premium pay to the County’s employees who performed essential work
during the COVID-19 public health emergency, and to provide assistance to the
small businesses that faced negative economic impacts due to the pandemic.

Federal regulations require recipients to establish and maintain internal controls
that ensure compliance with program requirements. These controls include
understanding program requirements and monitoring the effectiveness of
established controls.

Suspension and Debarment
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Federal requirements prohibit recipients from contracting with or purchasing from
parties suspended or debarred from doing business with the federal government.
Whenever the County enters into contracts or purchases goods or services that it
expects to equal or exceed $25,000, paid all or in part with federal funds, it must
verify the contractors have not been suspended, debarred or otherwise excluded
from doing business with the federal government. The County may verify this by
collecting a written certification from the contractor, adding a clause or condition
into the contract that states the contractor 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 County must verify this before entering into
the contract, and must maintain documentation demonstrating compliance with this
federal requirement.

Our audit found the County did not have internal controls for ensuring it verified
the suspension and debarment status of contractors before entering into new
contracts or making purchases that exceed $25,000, paid all or in part with federal
funds. Specifically, the County did not verify that one contractor paid a total of
$80,707 was not suspended or debarred from participating in federal programs
before contracting with them in 2022.

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

Subrecipient Monitoring

Federal regulations require the County to monitor subrecipient’s activities to ensure
they are properly spending federal funding. To determine the appropriate level of
monitoring, federal regulations require the County to perform risk assessments to
determine each subrecipient’s risk of noncompliance with federal statutes and
regulations and terms and conditions of the subaward.

The County did not have internal controls in place for ensuring compliance with
subrecipient monitoring requirements. Specifically, the County did not have
adequate controls for ensuring the awarding document included the required
contract elements, and for ensuring it completed and documented the required risk
assessments. Further, the County did not monitor subrecipient activities to provide
reasonable assurance that the subrecipient administered the subaward in
compliance with the terms and conditions of the subaward.

We consider this internal control deficiency to be a material weakness that led to
material noncompliance.
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Cause of Condition

Suspension and Debarment

County employees responsible for these purchases do not typically manage federal
awards and were unaware of the federal requirements for suspension and
debarment.

Subrecipient Monitoring

County staff used their usual contract template and were unaware of the required
elements that they needed to include in the contract before contracting with the
subrecipient. Staff also did not know they were required to complete a risk
assessment and to monitor whether the subrecipient was disbursing funds only to
eligible participants.

Effect of Condition

Suspension and Debarment

The County did not obtain written certifications, insert clauses into the contracts or
check sam.gov before entering into the contracts to verify the contractors were not
suspended or debarred.

Without this verification, the County increases its risk of providing federal funds to
contractors that are excluded from participating in federal programs. Any payments
it makes to an ineligible party would be unallowable, and the federal grantor could
potentially recover them.

We subsequently verified the contractors were not suspended or debarred, therefore
we are not questioning costs.

Subrecipient Monitoring

The County did not provide its subrecipient with a contract including all the
required contract elements, such as the federal award identification number,
Assistant Listing Number, unique entity identifier, federal award date and indirect
cost rate. Without this information, the subrecipient is less likely know that the
award comes from a federal program. This also increases the risk that the
subrecipient would not know they need to comply with specific program
requirements, which could potentially lead them to spend funds for unallowable
purposes.
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The County did not document the risk assessment it performed for the subrecipient.
Without this documentation, it increases the risk that the County did not perform
the risk assessment to ensure the proper level of monitoring of its subrecipient.

The County did not monitor subrecipient activities to provide reasonable assurance
the subrecipient administered the subaward in compliance with the terms and
conditions of the subaward. Without adequate monitoring, there is a risk that the
subrecipient may spend funds for unallowable purposes.

Recommendation

We recommend the County:

e Establish internal controls to verify all 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

e Ensure it includes in the contract all the required elements for award
identification

e Ensure it performs and documents the required risk assessment sufficiently
for management to evaluate the results and demonstrate compliance with
federal requirements

e Ensure adequate monitoring of subrecipient expenditures to ensure they
spend funds only for an allowable purpose

County’s Response

Suspension and Debarment

Benton County has established internal controls to verify all contractors it expects
to pay 825,000 or more, all or in part with federal funds, are not suspended or
debarred from participating in federal programs. Internal practice now requires
that all contracts be reviewed by the purchasing department to ensure they meet
the requirements of state and federal regulations. The bid proposal documents also
now contain a form, to be completed by each bidder, certifying that they are not
suspended or debarred from receiving federal funds. These steps were implemented
as a result of a finding from our 2021 Audit that was issued in March 2023 by the
State Auditor’s Olffice. Unfortunately, this non-compliance occurred in April 2022
so the new internal practice had not been implemented as we did not become aware
of the deficiency until March 2023.

Additionally, for the SLFRF program and other coronavirus relief funds a “double
check” by the grant/finance manager has been implemented to verify the debarment
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status of contractors who may be paid with those funds. The County has established
internal control practices to verify that all contractors awarded a contract that is
paid all or in part with federal funds are not suspended or debarred from receiving
such funds. The prospective contractor’s status is verified using SAM.gov, and the
verification is documented in the project file, prior to execution of a contract. Our
bidding documents also now contain a form on which the contractor must also
certify that they are not suspended or debarred.

Subrecipient Monitoring

Benton County has implemented an internal practice that all contracts must be
reviewed by the purchasing department to ensure compliance with state and federal
regulations. This review will also ensure that all required contract elements are
included, and that particular attention is drawn to notify contractors that the
contract is paid all or in part with federal funds.

While the County did perform a risk assessment in accordance with Treasury
guidance these were not well documented. The County has developed a template
risk assessment form to be included in the bidding documents for contracts funded
all or in part with federal funds.

The County does monitor subrecipient expenditures by requesting, and reviewing,
detailed invoices for any payments made to sub recipients. The County also
requires monthly written reports from sub recipients and our contract language
also reserves the right for the County to review and audit all sub recipient financial
information. Depending on the nature of the contract routine meetings with sub
recipients are also held to monitor progress and discuss and resolve areas of
concern. Inspection of documents and regular contact with sub recipients is part of
our normal contracting process.

The County is developing a draft risk assessment policy that includes a formal
assessment template that will be modifiable per specific conditions of revised future
guidance from federal or state grantors.

Auditor’s Remarks

We appreciate the County’s commitment to resolve this finding. We will review
the corrective action taken during our next regular 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.

Title 2 CFR Part 200, Uniform Guidance, section 332 Requirements for pass-
through entities, establishes subrecipient monitoring requirements for pass through
entities
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
Benton County
January 1, 2022 through December 31, 2022

2022-003 The County did not have adequate internal controls for ensuring
compliance with federal reporting requirements for the Emergency
Rental Assistance Program.

Assistance Listing Number and Title: 21.023, COVID-19 Emergency
Rental Assistance Program

Federal Grantor Name: U.S. Department of the Treasury
Federal Award/Contract Number: N/A

Pass-through Entity Name:

Pass-through Award/Contract

Number:
Known Questioned Cost Amount: $0
Prior Year Audit Finding: N/A

Description of Condition

Congress passed two acts authorizing federal funds for the Emergency Rental
Assistance (ERA) program to respond to the COVID-19 pandemic. The
Consolidated Appropriations Act, 2021 was enacted on December 27, 2020, and
provided $25 billion for ERA. These funds are known as ERA1. The American
Rescue Plan Act of 2021 was enacted on March 11, 2021, and provided $21.6
billion in additional funding for ERA. These funds are known as ERA2. These acts
provide funds directly to states, U.S. territories, local governments and, in the case
of ERA1, Indian tribes to assist eligible households through existing or newly
created rental assistance programs.

The purpose of the ERA program is to provide direct payments to eligible entities
that award financial assistance to eligible households as well as provide housing
stability services. ERA grantees may provide assistance to eligible households
directly or to landlords and utility providers on behalf of eligible households.
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The County received an award from the U.S. Department of the Treasury to provide
financial assistance to eligible households, including payment of rent, utilities and
other housing stability services. During fiscal year 2022, the County spent $229,617
of this award.

Federal regulations require recipients to establish and maintain internal controls
that ensure compliance with program requirements. These controls include
understanding program requirements and monitoring the effectiveness of
established controls.

To comply with reporting requirements, the County must submit to the Treasury
monthly and quarterly ERA 1 and ERA 2 reports (special reporting 1505-0266 and
1505-0270, respectively). The monthly reports must identify key information such
as the number of participating households the county provided ERA assistance of
any kind to and the total amount of ERA funds the County expended for these
households. The quarterly reports identify the total amount obligated by the County
and total amount expended. Both reports are important because the Treasury uses
the amounts expended and obligated to assess grantee eligibility for reallocation
payments and to determine if the County is subject to involuntary recapture of funds
to reallocate to other grantees or return to the grantor.

Our audit found that the County’s internal controls were inadequate for ensuring it
submitted the monthly and quarterly ERA reports and included accurate
information. Specifically, the County did not submit three of the nine required
monthly reports. Additionally, the County did not include the required
accumulative expenditures and accumulated obligations in the final quarterly
report.

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

Cause of Condition

Due to staff turnover and technical issues in accessing the Treasurer’s portal, the
County did not submit all the required monthly reports. Also, the County employee
responsible for the program was new to the position and did not ensure the quarterly
reports included all required information.
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Effect of Condition

The U.S. Department of Treasury uses these reports to assess grantee eligibility for
reallocation payments and to determine if the grantee is subject to involuntary
recapture of funds to reallocate to other grantees or return to the grantor. Any
inaccurate information in these monthly and quarterly reports limits the Treasury’s
ability to decide reallocations, maintain transparency and fulfill its legal
obligations. Since the County was unable to provide the data it used to prepare the
reports, it cannot demonstrate the accuracy of the information reported.

Recommendation

We recommend that the County implement internal controls to ensure it submits all
monthly reports and accurate quarterly reports.

County’s Response

Thank you for bringing this to our attention. There were several factors that
contributed to the difficulties we encountered submitting the required quarterly
reports and have since remedied those issues. The Human Services Department
has worked with Treasury on the challenges we encountered uploading the
required reporting templates and we now has multiple people with access to the
reporting portal and in the event of staff turnover we can continue to submit
required reports. The Human Services Manager and the Budget and Finance
Analyst have created reminders on their calendars to ensure reporting is completed
on time and with accurate data.

Auditor’s Remarks

We appreciate the County’s commitment to resolve this finding. We will review
the corrective action taken during our next regular 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.
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The American Institute of Certified Public Accountants defines significant
deficiencies and material weaknesses in its Codification of Statements on Auditing
Standards, section 935, Compliance Audits, paragraph 11.

Title 2 CFR Part 200, Uniform Guidance, section 329, Monitoring and reporting
program performance, describes the requirements for auditees to perform oversight
of the operations of the federal award supported activities to ensure compliance
with applicable federal requirements and performance expectations.

The Consolidated Appropriations Act, 2021, title V, Banking, subtitle A,
Emergency Rental Assistance, section 501(g), Reporting requirements, describes
the required performance and financial data and frequency of reports for this federal
program. Section 501(b) describes the reallocation requirements.
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

Benton County
January 1, 2022 through December 31, 2022

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

Audit Period: Report Ref. No.: Finding Ref. No.:
January 1, 2021 - December 31, 2021 1032418 2021-001
Finding Caption:

The County did not have adequate internal controls ensuring accurate reporting of deferred
revenues and infrastructure assets in its financial statements

Background: The County’s elected officials, state and federal agencies, and the public rely on
the information included in the financial statements and reports to make decisions. County
management is responsible for designing, implementing and maintaining internal controls that
provide reasonable assurance regarding the reliability of financial reporting.

The County prepares it financial statements in accordance with generally accepted accounting
principles (GAAP).

Our audit identified deficiencies in internal controls over financial reporting, particularly for
deferred revenue and infrastructure assets, which resulted in errors in the County’s financial
statements. Government Auditing Standards requires the State Auditor’s Office to communicate
material weaknesses in internal controls as a finding.

The County typically receives grant funding on a reimbursement basis. However, during the audit
period, the County received an advance of $19,850,181 in Coronavirus State and Local Fiscal
Recovery Funds (SLFRF). The County spent $12,349,652 of the advance funding during fiscal
year 2021, and reported the remaining unspent funds of $7,500,529 as grant revenues on its
financial statements. Our audit found the County did not have a process in place to evaluate the
revenue recognition criteria for the unspent grant funds to ensure they were accurately reported.

Additionally the County reported infrastructure assets and related depreciation balances of
$95,824,523 on its financial statements. The County is responsible for keeping detailed
information on each project type that comprises the total infrastructure amount reported on the
financial statements. The County does not have a capital asset policy for determining the useful
life estimates for assets, nor does it keep supporting documentation for the useful life estimates it
uses. Our audit found the County did not have a process for ensuring it accurately reported
infrastructure assets on the financial statements.

We consider these deficiencies in internal controls to be a material weakness.
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Status of Corrective Action: (check one)

O Fully L] Partially Not Corrected U] Finding is cons.1dered no
Corrected Corrected longer valid

Corrective Action Taken:

Benton County has now implemented a practice and process to check each contractor before
entering in a contract. Our purchasing department includes a debarment check and language has
been updated in all contracts that utilizes federal funds. We will continue to review our process
to see if we ever need to make updates to it and better our internal controls.
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Audit Period: Report Ref. No.: Finding Ref. No.: Assistance Listing
January 1, 2021 — 1032418 2021-002 Number(s):
December 31, 2021 21.027

Federal Program Name and Granting Pass-Through Agency Name:

Agency: NA

U.S. Department of the Treasury - Coronavirus
State and Local Fiscal Recovery Funds

Finding Caption:
The County lacked adequate internal controls for ensuring compliance with suspension and debarment
requirements.

Background:

The Coronavirus State and Local Fiscal Recovery Funds (SLFRF) program provides direct payment to
states, U.S. territories, tribal governments, metropolitan cities, counties, and (through states) non-
entitlement units of local government.

In 2021, the County spent $12,349,652 in program funds. The County used the funding to provide
premium pay to employees who performed essential work during the COVID-19 public health
emergency, and to provide government services to the extent COVID-19 caused a reduction in revenues
collected in the County’s most recent full fiscal year.

Federal regulations require recipients to establish and maintain internal controls that ensure compliance
with program requirements. These controls include understanding program requirements and
monitoring the effectiveness of established controls.

Federal requirements prohibit recipients from contracting with or purchasing from parties suspended or
debarred from doing business with the federal government. Whenever the County enters into contracts
or purchases goods or services that it expects to equal or exceed $25,000, paid all or in part with federal
funds, it must verify the contractors have not been suspended, debarred or otherwise excluded. The
County may accomplish this verification by collecting a written certification from the contractor, adding
a clause or condition into the contract that states the contractor 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 County must perform this verification before entering into the contract, and it must
maintain documentation demonstrating compliance with this federal requirement.

Our audit found the County did not have internal controls for ensuring it verified the suspension and
debarment status of contractors before entering into new contracts or purchases exceeding $25,000,
paid all or in part with federal funds. Specifically, the County did not verify that two contractors paid a
total of $265,982 were not suspended or debarred from participating in federal programs before
contracting with them in 2021.

We consider this deficiency in internal controls to be a material weakness that led to material
noncompliance.
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Status of Corrective Action: (check one)

[ Fully L] Partially Not Corrected U Finding is cons‘ldered no longer
Corrected Corrected valid

Corrective Action Taken:

Benton County has now implemented a practice and process to check each contractor before entering
in a contract. Our purchasing department includes a debarment check and language has been updated
in all contracts that utilizes federal funds. We will continue to review our process to see if we ever need
to make updates to it and better our internal controls.
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Audit Period: Report Ref. No.: Finding Ref. No.: Assistance Listing
January 1, 2021 — 1032418 2021-003 Number(s):
December 31, 2021 21.023

Federal Program Name and Granting Pass-Through Agency Name:

Agency: Washington State Department of Commerce

U.S. Department of the Treasury - Emergency
Rental Assistance Program

Finding Caption:
The County lacked adequate internal controls for ensuring compliance with suspension and debarment
requirements.

Background:
The purpose of Emergency Rental Assistance (ERA) program is to provide direct payments to eligible
entities to award financial assistance to eligible households and provide housing stability services.

ERA grantees may provide assistance directly to eligible households or landlords and utility providers
on behalf of eligible households.

The County received an award from the Washington State Department of Commerce to provide
financial assistance to eligible households, including payment of rent, utilities and other housing
stability services. During fiscal year 2021, the County spent $5,369,708 of its ERA award from
Commerce.

Federal regulations require recipients to establish and maintain internal controls that ensure compliance
with program requirements. These controls include understanding program requirements and
monitoring the effectiveness of established controls.

Federal requirements prohibit recipients from contracting with or purchasing from parties suspended or
debarred from doing business with the federal government. Whenever the County enters contracts or
purchases goods or services that it expects to equal or exceed $25,000, paid all or in part with federal
funds, it must verify the contractors have not been suspended, debarred or otherwise excluded. The
County may accomplish this verification by collecting a written certification from the contractor, adding
a clause or condition into the contract that states the contractor 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 County must perform this verification before entering into the contract, and it must
maintain documentation demonstrating compliance with this federal requirement.

Our audit found the County’s internal controls were ineffective for ensuring it verified the suspension
and debarment status of a contractor before entering into new contracts or purchases exceeding $25,000,
paid all or in part with federal funds. Specifically, the County did not verify that one contractor paid a
total of $163,532 was not suspended or debarred from participating in federal programs before
contracting in 2021.

We consider this deficiency in internal controls to be a material weakness that led to material
noncompliance.
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Status of Corrective Action: (check one)

L] Partially [ Not Corrected U] Finding is considered no longer

Fully Corrected .
Corrected valid

Corrective Action Taken:

The department has been notified of this finding. There has been a change in staffing in both the
department that handles the grant and the accounting department. We have reviewed the SAO’s
recommendations and develop better internal controls by updating the contracts that are signed. The
department head also reminds staff to verify contractors about the importance of this matter and that
they are checking on the status before entering new contracts.
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Audit Period: Report Ref. No.: Finding Ref. No.: Assistance Listing
January 1, 2021 — 1032418 2021-004 Number(s):
December 31, 2021 93.788

Federal Program Name and Granting Pass-Through Agency Name:

Agency: Washington Health Care Authority
Department of Health and Human Services

Finding Caption:
The County did not have adequate internal controls for ensuring compliance with federal procurement
requirements.

Background:

During fiscal year 2021, the County spent $712,035 in federal funding for the Opioid State Target
Response Program, which included $98,574 that was paid to two contractors. The objective of the
program is to address the opioid abuse crisis within such states, and recipients use funds to carry out
activities that supplement activities pertaining to opioids undertaken by the state agency responsible for
administering the substance abuse prevention and treatment block grant.

Federal regulations requires recipients to establish and follow internal controls that ensure compliance
with program requirements. These controls include understanding program requirements and
monitoring the effectiveness of established controls.

Federal regulations require recipients to follow their own documented procurement procedures, which
must conform to the Uniform Guidance procurement standards found in 2 CFR § 200.318-327. The
procedures must reflect the most restrictive of applicable federal requirements, state laws and local
policies. When using federal funds to procure goods and services, governments must apply the more
restrictive requirements by obtaining quotes or following a competitive procurement process, depending
on the estimated cost of the procurement activity. For personal services, federal regulations require
recipients to obtain price or rate quotations for services with an estimated cost from $10,000 to
$250,000. County policy is less restrictive than federal regulations and allows employees to use the
method they deem best for the circumstances to obtain the highest quality service at the lowest cost.

Although the County has a written procurement policy, it does not conform to the most restrictive
methods and thresholds for procuring personal services. In addition, the County did not retain
documentation showing it obtained price or rate quotations, or evaluated the qualifications of
contractors, before awarding two opioid coordinator personal service contracts as required. We consider
these deficiencies in internal controls to be a material weakness that led to material noncompliance.

Status of Corrective Action: (check one)

U] Partially [l Not Corrected ;
Corrected valid

Fully Corrected O] Finding is considered no longer
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Corrective Action Taken:

The department has been notified of this finding. There has been a change in staffing in both the
department that handles the grant and the accounting department. We have reviewed the SAO'’s
recommendations and developed better internal controls by updating the contracts that are signed. The
department head also reminds staff to verify contractors about the importance of this matter and that
they are checking on the status before entering new contracts.
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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

Benton County
January 1, 2022 through December 31, 2022

Board of Commissioners
Benton County
Prosser, 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, 1ssued by the Comptroller General of the United States, the financial statements of the
governmental activities, each major fund and the aggregate remaining fund information of Benton
County, as of and for the year ended December 31, 2022, and the related notes to the financial
statements, which collectively comprise the County’s basic financial statements, and have issued
our report thereon dated April 24, 2025.

The County was unable to provide adequate documentation to support financial activities of the
Fiduciary Funds for the year ended December 31, 2022. Accordingly, our report was modified to
reflect a qualified opinion on the fair presentation of the Fiduciary Funds for this departure from
accounting principles generally accepted in the United States of America.

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

In planning and performing our audits of the financial statements, we considered the County’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 County’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the County’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 County’s financial statements will not be prevented, or detected and
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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.

However, we identified certain deficiencies in internal control, as described in the accompanying
Schedule of Audit Findings and Responses as Finding 2022-001, that we consider to be material
weaknesses.

REPORT ON COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the County’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.

COUNTY’S RESPONSE TO FINDINGS

Government Auditing Standards requires the auditor to perform limited procedures on the
County’s response to the findings identified in our audit and described in the accompanying
Schedule of Audit Findings and Responses. The County’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on the response.

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
County’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 County’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose. However, this
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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.

o

Pat McCarthy, State Auditor
Olympia, WA
April 24, 2025
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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

Benton County
January 1, 2022 through December 31, 2022

Board of Commissioners
Benton County
Prosser, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM

Opinion on Each Major Federal Program

We have audited the compliance of Benton County, 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 County’s major federal
programs for the year ended December 31, 2022. The County’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 County 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 County 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 County’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 County’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 County’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 County’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:

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

o 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 County’s compliance with the
compliance requirements referred to above and performing such other procedures as we
considered necessary in the circumstances;

e Obtain an understanding of the County’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
County’s internal control over compliance. Accordingly, no such opinion is expressed; and

e 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 also 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, 2022-002
and 2022-003. Our opinion on each major federal program is not modified with respect to these
matters.

We also noted certain matters related to compliance that we have reported to the management of
the County in a separate letter dated April 24, 2025.

County’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
County’s response to the noncompliance findings identified in our compliance audit described in
the accompanying Schedule of Federal Award Findings and Questioned Costs. The County’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, as described in the
accompanying Schedule of Federal Award Findings and Questioned Costs as Findings 2022-002
and 2022-003, that we consider to be material weaknesses.

In addition, we noted certain other matters that we have reported to the management of the County
in a separate letter dated April 24, 2025.

County’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
County’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 County’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.

%t

Pat McCarthy, State Auditor
Olympia, WA
April 24, 2025
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INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements

Benton County
January 1, 2022 through December 31, 2022

Board of Commissioners
Benton County
Prosser, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Qualified and Unmodified Opinions

We have audited the accompanying financial statements of the governmental activities, each major
fund and the aggregate remaining fund information of Benton County, as of and for the year ended
December 31, 2022, and the related notes to the financial statements, which collectively comprise
the County’s basic financial statements as listed in the financial section of our report.

Qualified Opinion on the Fiduciary Funds

In our opinion, except for the effects of the matter described below, the accompanying financial
statements referred to above present fairly, in all material respects, the financial position of
Fiduciary Funds of Benton County, as of December 31, 2022, and the changes in financial position
thereof for the year then ended, in accordance with accounting principles generally accepted in the
United States of America.

Unmodified Opinions on Governmental Activities and Each Major Fund

In our opinion, the accompanying financial statements referred to above present fairly, in all
material respects, the respective financial position of the governmental activities and each major
fund of Benton County, 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.
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Basis for Qualified and Unmodified 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 County 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 qualified and unmodified audit opinions.

Matters giving Rise to Qualified Opinion on the Fiduciary Funds

The County reported total prior period adjustments of $246,577,358, on the Statement of Changes
in Fiduciary Net Position and overreported restricted net position of $94,360,519 on the Statement
of Fiduciary Net Position, as of December 31, 2022. We were unable to obtain sufficient
appropriate audit evidence for the prior period adjustments as of December 31, 2022 because the
County has not retained support for the calculation.

Matters of Emphasis

As discussed in Note 1 to the financial statements, in 2022, the County 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 County’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.
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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.

Performing an audit in accordance with GAAS and Government Auditing Standards includes the
following responsibilities:

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

o 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;

e 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 County’s internal control. Accordingly, no such
opinion is expressed;

o 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;

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the County’s ability to continue as a going
concern for a reasonable period of time; and

e 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
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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.

Supplementary Information

Our audits were conducted for the purpose of forming opinions on the financial statements that
collectively comprise the County’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 April 24,
2025 on our consideration of the County’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 County’s internal control over financial reporting or on
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compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the County’s internal control over financial reporting and
compliance.

%t

Pat McCarthy, State Auditor
Olympia, WA
April 24, 2025
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FINANCIAL SECTION

Benton County
January 1, 2022 through December 31, 2022

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2022
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Benton County, Washington
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

As management of Benton County, we offer readers of Benton County’s financial statements this narrative
overview and analysis of the financial activities of Benton County for the fiscal year ended December 31,
2022. We encourage readers to consider the information presented here in conjunction with additional
information provided in our financial statements and notes to the financial statements, which follow.

Financial Highlights

Government-wide. The total government-wide assets and deferred outflows of resources of the County
exceeded the liabilities and deferred inflows of resources on December 31, 2022, by $360,732,061. (Net
position - ending). This is a change of $10,635,777 (Net position change) from the previous year when
assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by
$350,226,818 (Prior year net position - ending).

Total net position of the primary government is comprised of the following:

1. $149,614,064 (Net investment in capital assets) includes land, quarries, construction in progress,
buildings, improvements, machinery and equipment, right-to-use lease assets, right-to-use
subscription assets, net of accumulated depreciation, depletion, and amortization, and is reduced by
outstanding capital related debt of $3,230,000 for Benton Franklin Health District Center Refunding.

2. $110,551,219 (Restricted net position) is restricted by constraints imposed from outside the County
such as laws, regulations, or grant restrictions.

3. $85,726,889 (Unrestricted net position) represents the portion available to meet ongoing obligations
to citizens and creditors.

Governmental Fund Financial Statements. As of December 31, 2022, County governmental funds
reported combined fund balances of $190,723,864 (Total fund balances). This reflects an increase of
$11,132,065 (Net Change in Fund Balances) from the previous fiscal year. The current year total consists
of combined $110,551,219 (Restricted fund balances), $20,400,770 (Committed fund balances),
$27,622,438 (Assigned fund balances), $32,149,437 (Unassigned fund balances) for fiscal year 2022.

The General fund is the principal operating fund of Benton County. At the end of the fiscal year, the
County’s General Fund had $32,149,437 (Unassigned fund balances).

The nonmajor governmental funds had total combined fund balances of $71,271,379 (Total nonmajor
fund balances) on December 31, 2022. Of this amount, $50,870,609 (Restricted nonmajor fund balances)
and $20,400,770 (Committed fund balances).

Long-Term Debt. The County issues debt to finance an ongoing capital improvement program. Financial
statement Note 14 — Long-Term Debt provides details of long-term debt.

Overview of the Financial Statements

This discussion and analysis are intended to serve as an introduction to the County’s basic financial
statements, which consist of the following three components: (1) government-wide financial statements,
(2) fund financial statements, and (3) notes to the basic financial statements. This report also includes
supplementary information intended to furnish additional detail to support the basic financial statements
themselves.
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Management’s Discussion and Analysis
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Government-wide Financial Statements. The government-wide financial statements are designed to
provide readers with a broad overview of County finances, in a manner similar to a private-sector
business.

Statement of Net Position. This presents information on all County assets plus deferred outflows of
resources and liabilities plus deferred inflows of resources, with the difference between the two
representing net position. Over time, increases or decreases in net position may serve as a useful indicator
of the financial condition of the County.

Statement of Activities. This presents information that indicates how net position changed during the
fiscal year. All changes in net position are reported as soon as the underlying event giving rise to the
change occurs, regardless of the timing of related cash flows. Thus, revenues and expenses are reported
in this statement for some items that will result in cash flows in future fiscal periods.

Both government-wide financial statements distinguish functions of the County that are principally
supported by taxes and intergovernmental revenues (governmental activities) from other functions that
are intended to recover all or a portion of their costs through user fees and charges (business-type
activities). The governmental activities of the County include administration of justice, county
administration, health and human services, tax administration, parks, and roads and bridges. The County
does not have any business-type activities.

Fund Financial Statements. A fund is a grouping of related accounts that are used to maintain control
over resources that have been segregated for specific activities or objectives. The County, like other state
and local governments, uses fund accounting to ensure and demonstrate finance-related legal
compliance. All of the funds of the County can be divided into three categories: governmental funds,
proprietary funds, and fiduciary funds.

Governmental Funds. These are used to account for essentially the same functions reported as
governmental activities in the government-wide financial statements. However, unlike the government-
wide financial statements, governmental fund financial statements focus on near-term inflows and
outflows of spendable resources, as well as on balances of spendable resources available at the end of
the fiscal year. Such information may be useful in evaluating the County’s near-term financing
requirements.

Because the focus of governmental funds is narrower than that of the government-wide financial
statements, it is useful to compare the information presented for governmental funds with similar
information presented for governmental activities in the government-wide financial statements. By doing
so, readers may better understand the long-term impact of the government’s near-term financing
decisions. Both the governmental fund balance sheet and the governmental fund statement of revenues,
expenditures, and changes in fund balance provide a reconciliation to facilitate this comparison between
governmental funds and governmental activities.

The County reports 52 governmental funds. Information is presented separately in the governmental fund
balance sheet and in the governmental fund statement of revenues, expenditures, and changes in fund
balances for the major governmental funds. Data from other governmental funds are combined into a
single aggregated presentation.
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Proprietary Funds. These are used for two purposes: Enterprise funds are used to report the same
functions presented as business-type activities in the government-wide financial statements. The County
currently does not have Enterprise funds. Internal service funds are used to accumulate and allocate costs
internally among the County’s various functions. The County uses internal service funds to account for its
rental and maintenance of County vehicles, central services (information technology), workers
compensation, other risk management activities, and accumulated leave. The revenues and expenses of
the internal service funds that are duplicated in other funds through allocations are eliminated in the
government-wide statements, with the remaining balances included in the governmental activities’
column.

Proprietary funds provide the same type of information as the government-wide financial statements,
only in more detail. The County’s internal service funds are combined into a single, aggregated
presentation in the proprietary fund financial statements. Proprietary fund statements follow the
governmental fund statements in this report.

Fiduciary Funds. In January 2017, GASB issued Statement No. 84, “Fiduciary Activities.” This statement
establishes criteria for identifying fiduciary activities for accounting and financial reporting purposes and
how those activities should be reported. The statement also describes four fiduciary funds that should be
reported, if applicable: (1) pension (and other employee benefit) trust funds, (2) investment trust funds,
(3) private-purpose trust funds, and (4) custodial funds. GASB 95 delayed implementation of several
standards. Benton County early implemented GASB 84 in 2019.

The County has two types of fiduciary funds: 1) custodial investment pool funds, which report the external
portion of the County’s investment pools that belong to other jurisdictions, and 2) custodial funds, which
are clearing accounts for assets held by the County in its role as custodian until the funds are allocated to
the agencies to which they belong. The fiduciary fund financial statements can be found following the
proprietary fund financial statements.

Notes to the Financial Statements. The notes to the financial statements provide additional information
that is essential to a full understanding of the data provided in the government-wide and fund financial
statements.

Required Supplementary Information. In addition to the basic financial statements and accompanying
notes, this report also presents certain required supplementary information concerning Benton County’s
progress in funding its obligation to provide other post-employment benefits to its LEOFF 1 retirees as
well as information regarding pension liabilities. Required supplementary information can be found
immediately following the notes to the financial statements.
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Condensed Comparative Financial Data

Condensed Statement of Net Position. The following is a summary of the government-wide statement of
net position presented in detail in the financial section of this report:

Benton County, Washington
Net Position
December 31, 2021 and 2022
Governmental Activities
2022 2021

ASSETS AND DEFERRED OUTFLOWS

Current and Other Assets $245,067,779 $261,471,558

Capital Assets (Net) 152,844,064 154,881,188

Deferred Outflows of Resources 12,884,822 4,209,804
Total Assets and Deferred Outflows 410,796,666 420,562,550
LIABILITIES AND DEFERRED INFLOWS

Current and Other Liabilities 17,728,546 20,891,529

Long-term Liabilities 23,575,491 16,628,252

Deferred Inflows of Resources 8,760,567 32,815,951
Total Liabilities and Deferred Inflows 50,064,604 70,335,732
NET POSITION

Net Investment in Capital Assets 149,614,064 150,233,338

Restricted 125,391,108 139,075,442

Unrestricted 85,726,889 60,918,038
Total Net Position $360,732,061 350,226,818

Comparative Changes in Net Position. The following table indicates changes in net position for
governmental activities. The County does not have any business-type activities:

Page 48



Benton County, Washington
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

Benton County, Washington
Changes in Net Position
December 31, 2021 and 2022
Governmental Activities
2022 2021
REVENUES
Program Revenues:
Charges for Services S 28,397,955 S 30,918,718
Operating Grants and Contributions 29,659,369 40,012,739
Capital Grants and Contributions 6,839,176 2,578,142
General Revenues:
Property Tax 33,095,031 33,133,297
Retail Sales and Use Taxes 42,907,700 39,928,233
Excise Taxes in Lieu of Property Tax 400,688 2,115,006
Other Taxes 1,561,311 -
Grants and Contributions Not Restricted to Specific Programs 484,657 -
Payments in Lieu of Taxes 2,629,351 10,256,649
Interest and Other Earnings 2,961,575 3,413,373
Gain (Loss) on Disposition of Capital Assets (1,929,328) -
Miscellaneous 1,552,831 -
Special or Extraordinary Items 7,645 -
Total Revenues 148,567,962 162,356,157
EXPENSES
Governmental Activities:
General Government 50,204,039 38,829,029
Public Safety 44,940,647 35,409,892
Transportation 10,549,971 15,090,983
Natural and Economic Environment 3,671,172 2,159,265
Social Services 26,259,835 21,895,064
Culture and Recreation 1,764,786 1,459,027
Interest on Long-Term Debt 541,735 246,939
Total Expenses 137,932,184 115,090,199
Change in Net Position before Special Items and Transfers 10,635,777 47,265,958
Special Item
Change in Net Position 10,635,777 47,265,958
Net Position - Beginning, as Previously Reported 350,226,818 302,960,860
Error Correction (130,534) -
Net Position - Beginning as Restated 350,096,284 302,960,860
Net Position - Ending S 360,732,061 S 350,226,818
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Revenues by Source. The table below and the following chart displays program revenues, by major
source; general revenues, by major source; and total revenues.

Benton County, Washington
Revenues by Source
Governmental Activities
For the Year Ended December 31, 2022
Revenues Source Revenues % of Total
Charges for Services S 28,397,955 19.11%
Operating Grants and Contributions 29,659,369 19.96%
Capital Grants and Contributions 6,839,176 4.60%
Property Tax 33,095,031 22.28%
Retail Sales and Use Taxes 42,907,700 28.88%
Excise Taxes in Lieu of Property Tax 400,688 0.27%
Other Taxes 1,561,311 1.05%
Grants and Contributions Not Restricted to Specific Programs 484,657 0.33%
Payments in Lieu of Taxes 2,629,351 1.77%
Interest and Other Earnings 2,961,575 1.99%
Gain (Loss) on Disposition of Capital Assets (1,929,328) -1.30%
Miscellaneous 1,552,831 1.05%
Special or Extraordinary Items 7,645 0.01%
Total S 148,567,962 100.00%
Revenues by Source - Governmental Activities
Charges for services | —
Operating Grants and Contriutions [N
Capital Grants and Contributions | NN
property Tax [
Retail Sales and Use Taxes 7_
Excise Taxes in Lieu of Property Tax |
Othef Taxes [l
W Revenues
Grants and Contributions Not Restricted to Specific Programs I
Payments in Lieu of Taxes -
Interest and Other Earnings [l
Gain (Loss) on Disposition of Capital Asse.
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Expenses and Program Revenues. The table below and the following chart displays program expenses, by

function and total expenses.

Benton County, Washington
Expenses and Program Revenues
Governmental Activities
December 31, 2022

Net (Expense)

Functions/Programs Expenses % of Total Program Revenues % of Total Revenue
General Government $ 50,204,039 36.40% S 22,152,116 34.13% $ (28,051,923)
Public Safety 44,940,647 32.58% 13,454,207 20.73% (31,486,440)
Transportation 10,549,971 7.65% 5,571,095 8.58% (4,978,875)
Natural and Economic Environment 3,671,172 2.66% 1,559,456 2.40% (2,111,716)
Social Services 26,259,835 19.04% 21,733,702 33.49% (4,526,133)
Culture and Recreation 1,764,786 1.28% 425,923 0.66% (1,338,863)
Interest on Long-Term Debt 541,735 0.39% - 0.00% (541,735)
Total S 137,932,184 100.00% $ 64,896,500 100.00% $ (73,035,684)

Expenses and Program Revenues - Governmental-Type Activities

General Government

Public Safety

Transportation

Natural and Economic Environment

Social Services

Culture and Recreation

Interest on Long-Term Debt

10 20 30 40 50

60
Millions

= Expenses

m Program Revenues
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Overall Analysis of Financial Position and Results of Operations

As noted earlier, net position may serve over time as a useful indicator of a government’s financial
position. In the case of the County, assets and deferred outflows of resources exceeded liabilities and
deferred inflows of resources by $360,732,061 (Net position - ending) for fiscal year 2022 and
$350,226,818 (Prior year net position — ending) for fiscal year 2021. Revenues netted with Expenses during
the current year, changing net position by $10,635,777 (Net position change).

The largest portion of the County’s current fiscal year net position, $149,614,064 (Net investment in
capital assets), is invested in capital assets (e.g., land, improvements, buildings, equipment, and
infrastructure) less any related outstanding debt used to acquire those assets. The primary use of these
capital assets is to provide services to citizens; therefore, these assets are not available for future
spending. Although the County’s investment in its capital assets is reported net of related debt, it should
be noted that resources needed to repay this debt must be provided from other sources, since the capital
assets themselves cannot be used to liquidate these liabilities.

Another portion of the County’s current fiscal year net position, $85,726,889 (Unrestricted net position),
which is normally available to meet the County’s ongoing unrestricted obligations to citizens and creditors.
The remaining balance of net position represents resources that are subject to external restrictions on
how they may be used. A large portion of the restricted net position, $48,103,812 is for public safety
activities including those funded by the Public Safety Sales Tax which the County Citizens approved in
2014. It is used for activities that substantially assist the criminal justice system, which may include
circumstances where ancillary benefit to the civil justice system occurs, and which includes domestic
violence services such as those provided by domestic violence programs, community advocates, and legal
advocates. Restricted net position of $27,468,942 is related to general governmental activities subject to
restrictions on how it may be used with much of the balance dedicated to funding public facilities serving
economic development purposes in rural counties and finance personnel in economic development.
$19,134,040 (Social services restricted net position) is restricted for providing mental health services,
community services for people with developmental disabilities and housing assistance. The $7,522,582
(Transportation restricted net position) is mainly from property tax levy. Road levy must be used for
planning, constructing, altering, repairing, improving, and maintaining county roads, bridges, and other
county road purposes including pedestrian and bicycle facilities. Other restrictions include housing
assistance and assistance to indigent veterans and restricted funds for park development, maintaining
paths and trails and the operations and maintenance of the local pest board.
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Revenues
For fiscal year ended December 31, 2022, the primary government had $148,567,962 (Total revenues).

$42,907,700 (Retail sales and use taxes) is a large revenue source for general governmental activities. This
is a change from prior year taxes of $39,928,233. Property Taxes decreased by 0.12% from the prior year.
The tax rate was $1.0114 per $1,000 of assessed value for fiscal year 2022. The taxable assessed value
increased in fiscal year 2022 to $25,648,055,494 from the taxable assessed value in the prior fiscal year of
$23,673,974,747.

Historical Comparison of the Property Tax Rate Versus Taxable Assessed Valuation
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Program revenues are derived from the program itself and reduce the cost of the function to the County.
Total program revenues were $64,896,500 or 34.4% of total revenues.

The largest portion of program revenues for 2022 is Charges for Services of $28,397,955. Of that
$13,636,740 is from General Government activities, which includes fees collected from filing and
recording by the courts, fees collected by the tax collector and fees for automobile registrations and
recording. Public Safety charges for services of $11,123,443 includes payments from the local jurisdictions
for housing inmates and other Sheriff services.

General revenues are revenues that cannot be assigned to a specific function. They consist of taxes
(previously discussed), interest and other investment earnings of $2,961,575 (51.99% of total revenues).
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Expenses

For fiscal year ended December 31, 2022, expenses for the primary government totaled $137,932,184.
The County’s largest governmental functions in 2022 are General Government, Public Safety and Social
Services. Law enforcement and custody of prisoners encompasses the Public Safety expenditures. The
Human Services department continues to be focused on eviction rental assistance due to the economic

impact due to the pandemic.

The expenses for the Roads and Bridges governmental activity’s function were $10,549,971 or $7.65% of
total expenses. The County owns and maintains over 875 miles of roads and 52 bridges.

The Interest on long term debt was $541,735. This constituted $0.39% of total expenses.
The remaining governmental activities functions are Natural and Economic Environment $3,671,172 and

Culture and Recreation $1,764,786. This includes operation of the County parks, fairgrounds, economic
development, animal and pest control and the local extension office to name a few.
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Fund Analysis

The General Fund, Human Services, 1/10% Criminal Justice, Rural County Capital, and Behavioral Health
funds account for 67% of all governmental fund revenue and 66% of all expenditures. The Capital Projects
fund is considered a major fund by the merits of its total assets. The Human Services Fund, 1/10% Criminal
Justice Fund and Rural County Capital Funds are classified as major funds because of their public interest
to financial statement users. Together these six funds account for 63% of total governmental fund
balance.

The General fund is the principal operating fund of Benton County. At the end of the current fiscal year,
the General fund had $32,149,437 (Unassigned fund balances), which represents 49% of total General
fund expenditures. The fund balance of General fund changed by $883,486 during the current fiscal year.

The fund balance of the Human Services Fund changed by $(3,002,815) during the current fiscal year. This
was due to Covid-19 relief funding received in the prior year.

The 1/10% Criminal Justice Fund is funded with sales tax revenue. The purpose of this fund is for financing
of construction, maintenance, and operations of the adult and juvenile jails. The fund changed by
$4,010,428 during the current fiscal year.

The Rural County Capital Fund is funded with retail sales tax. The purpose of this fund is financing public
facilities. It is intended to facilitate economic development, job creation, and tax revenue in the
community. The fund changed by $2,711,546 during the current fiscal year.

The Behavioral Health Fund is funded with retail sales tax. The purpose of this fund is providing for the

operation and delivery of chemical dependency and mental health treatment services, and/or therapeutic
court programs. This fund is new in 2022. For the current fiscal year this fund changed by $3,165,527.
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EXPENDITURES
Current:
Charges to Appropriations (Outflows)
General Government
00 Depreciation Amortization and Other
Decreases in Fund Resources
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -
Internal
Public Safety
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -
Internal
Natural and Economic Environment
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -
Internal
Social Services
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -
Internal
Culture and Recreation
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -
Internal
Total Current

Benton County, Washington
Budgetary Comparison Schedule
General Fund
For the Biennium Ended December 31, 2022

Budgeted Amounts 2022 2021
Total Variance
Biennial with Final
Original Final Actual Actual Actual Budget
- - - 120,718 120,718 (120,718)
31,419,643 32,264,985 15,530,191 15,748,663 31,278,854 986,131
13,192,697 13,505,633 5,816,580 6,011,704 11,828,284 1,677,349
792,855 1,028,032 694,723 648,723 1,343,446 (315,414)
27,675,486 45,182,983 9,275,389 7,886,262 17,161,651 28,021,332
175,868 183,585 91,078 86,128 177,207 6,378
26,559,975 26,680,440 13,441,699 12,528,924 25,970,623 709,817
9,879,623 9,853,896 4,876,458 4,752,282 9,628,740 225,156
1,909,382 1,930,888 1,377,378 977,817 2,355,195 (424,307)
18,556,795 18,480,159 9,748,732 8,425,176 18,173,908 306,251
450,903 482,295 255,041 221,990 477,030 5,265
1,587,751 1,503,715 597,326 601,400 1,198,726 304,989
700,687 700,687 242,997 266,196 509,193 191,494
107,215 112,715 83,332 55,129 138,461 (25,746)
777,856 1,341,144 1,467,945 820,731 2,288,676 (947,532)
14,680 22,792 11,112 11,112 22,224 568
480,347 561,787 296,449 253,338 549,787 12,000
148,610 189,040 97,823 82,938 180,761 8,279
43,768 59,661 19,953 13,855 33,808 25,853
1,208,727 1,158,634 756,144 591,967 1,348,110 (189,476)
40,000 55,000 25,444 20,000 45,444 9,556
422,793 422,793 204,086 183,792 387,878 34,915
185,137 185,137 84,523 82,103 166,626 18,511
64,144 49,794 66,317 29,872 96,189 (46,395)
427,433 439,305 207,665 220,772 428,437 10,868
31,744 34,222 16,352 17,649 34,001 221
136,854,119 156,429,322 65,284,734 60,659,243 125,943,978 30,485,344
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Benton County, Washington
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

As mentioned previously, Benton County adopts a biennial budget. The year ended December 31, 2022,
marks the completion of the first year of the County’s 2021/2022 biennial budget cycle.

Budget adjustments were made to the County’s budget during 2022. Adjustments were made for the Cash
Carry Forward per the budget policy and to allow for expenditures associated with grants received after
the initial budget was adopted. The budgetary comparison statement for the general fund provides both
the original adopted and adjusted biennial budget for the general fund.

Actual expenditures are generally less than final budgeted expenditures. The main reason for this is that
employee turnover and unfilled positions leave budget authority that goes unspent. In addition, since
elected officials are legally required to operate within their given budget, they typically spend their
budgets conservatively in preparation for unexpected events.
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Benton County, Washington
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

Capital Asset and Long-Term Debt Activity
Capital Assets. Benton County’s capital assets as of December 31, 2022, amount to $152,844,064 (net of
accumulated depreciation, depletion, and amortization). This investment in capital assets includes land,

buildings, improvements, machinery and equipment, roads, highways, and bridges.

Additional information on the County’s capital assets can be found in Note 6 — Capital Assets and Note 4
— Accounting and Reporting Changes.

Benton County, Washington
Comparative Statement of Capital Assets
December 31, 2021 and 2022
Governmental Activities
2022 2021
CAPITAL ASSETS
Land S 6,667,416 S 16,859,592
Construction in Progress 3,296,442 1,258,480
Rights-of-Way and Easements 8,996,750 2,792,304
Water Rights 2,792,303 -
Quarries 81,941 81,941
Buildings 119,588,153 118,570,397
Intangible Assets 2,025,048 1,472,683
Other Improvements 4,588,167 4,588,168
Machinery and Equipment 30,102,571 29,512,845
Infrastructure 123,327,089 121,945,096
Right-to-Use Leased Equipment 391,110 -
Right-to-Use Leased Office Space 494,807 -
Accumulated Depletion - Quarries (25,278) (25,278)
Accumulated Depreciation - Buildings (87,726,736) (83,384,690)
Accumulated Amortization - Intangible Assets (1,343,437) (1,250,471)
Accumulated Depreciation - Other Improvements (2,582,482) (2,356,163)
Accumulated Depreciation - Machinery and Equipment (17,702,134) (16,582,730)
Accumulated Depreciation - Infrastructure (39,957,240) (38,600,986)
Accumulated Amortization - Right-to-Use Leased Equipment (88,917) -
Accumulated Amortization - Right-to-Use Leased Office Space (81,508) -
Capital Assets, Net $ 152,844,064 S 154,881,188
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Benton County, Washington
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

Long-term Debt. At the end of the current fiscal year, Benton County had total bonded debt outstanding
of $6,535,878. The total amount of this debt is backed by the full faith and credit of the government.
Benton County’s total bonded debt increased by $2,083,101 during the current fiscal year. Last year the
County issued a refunding of the 2018 Limited Tax General Obligation Refunding Bond for an approximate
savings of $450,000. The County has a continuing goal to sustain the County’s debt rating. As of December
31, 2022, the bond rating services of Moody’s Investors Service, Inc., and Standard & Poor’s Ratings

Services assigned the County long term bond ratings of AA+ and AA+, respectively.

See Note 14 — Long-Term Debt and Note 4 — Accounting and Reporting Changes for additional information

about long term debt.

Benton County, Washington
Long-Term Debt
December 31, 2021 and 2022
Governmental Activities
2022 2021
LONG-TERM LIABILITIES
Due within One Year S 5,890,303 S 1,402,935
Limited Tax General Obligation Refunding Bonds, 2021 2,920,000 3,230,000
County Road Improvement District No. 21 Bond 359,661 411,220
Compensated Absences 2,465,316 2,446,176
Lease Liabilities 557,153 -
DSHS Working Advances 205,811 215,963
Public Works Trust Fund Loan 197,748 395,496
Net Pension Liability 6,159,243 2,835,913
Total OPEB Liability 4,820,257 5,690,549
Total S 23,575,491 S 16,628,252
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Benton County, Washington
Management’s Discussion and Analysis
For the Year Ended December 31, 2022

Other Potentially Significant Matters

In early 2021 the County was awarded approximately $40 million in funds from the American Rescue Plan
Act of 2021 (ARPA). The first installment of $20 million was received in May 2021 and a second distribution
is expected early 2023. Eligible uses of these funds include:

. Revenue replacement for the provision of government services to the extent of the reduction
in revenue due to the COVID-19 public health emergency, relative to revenues collected in
the most recent fiscal year prior to the emergency,

. COVID-19 expenditures or negative economic impacts of COVID-19, including assistance to
small businesses, households, and hard-hit industries, and economic recovery,

. Premium pay for essential workers,

. Investments in water, sewer, and broadband infrastructure.

The County is currently evaluating how best to use this additional funding to best ensure the long-term
value of these resources. The Human Services department has received over $17 million in federal and
state funding to mitigate evictions by paying past due, current, and future rent and utilities for people
impacted by the pandemic.

Requests for Information
This financial report is designed to provide a general overview of Benton County’s finances for all those
with an interest in the government’s finances. Questions concerning any of the information provided in
this report or requests for additional financial information should be addressed to:

Benton County Auditor’s Office

7122 W. Okanogan PI., Ste. E120

Kennewick, WA 99336

Financial information requests can also be emailed to auditor@co.benton.wa.us.
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Benton County, Washington
Statement of Net Position
December 31, 2022

ASSETS

Current Assets:
Cash and Cash Equivalents
Receivables (Net)
Due from Other Governments
Inventories
Prepaid Items

Total Current Assets

Noncurrent Assets:
Lease Receivable
Land
Construction in Progress
Rights-of-Way and Easements
Water Rights
Quarries
Buildings
Intangible Assets
Other Improvements
Machinery & Equipment
Infrastructure
Right-to-Use Leased Equipment
Right-to-Use Leased Office Space
Joint Ventures
Net Pension Asset

Total Noncurrent Assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows - Pensions
Deferred Outflows - OPEB
Total Deferred Outflows of Resources
Total Assets and Deferred Outflows of Resources

Primary Government

Governmental Activities

S 199,525,808
19,337,146

5,350,055

2,062,683

7,903

226,283,595

71,178
6,667,416
3,296,442
8,996,750
2,792,303

56,663

31,861,417
681,611
2,005,685
12,400,437
83,369,849
302,193
413,299
4,495,235
14,110,993

171,521,470

397,805,065

12,741,758
143,064

12,884,822

410,689,887
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Benton County, Washington
Statement of Net Position
December 31, 2022

Primary Government

Governmental Activities

LIABILITIES
Current Liabilities:
Accounts/Vouchers Payable 4,533,263
Contracts Payable 245,551
Interest Payable Leases 3,942
Other Accrued Liabilities 5,622,279
Other Current Liabilities 27,300
Total Current Liabilities 10,432,335
Noncurrent Liabilities:
Due within One Year 5,890,303
Due in More than One Year 17,685,188
Unearned Revenue 3,937,137
Total Noncurrent Liabilities 27,512,629
Total Liabilities 37,944,964
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows - Pensions 12,012,862
Total Deferred Inflows of Resources 12,012,862
Total Liabilities and Deferred Inflows of Resources 49,957,826
NET POSITION
Net Investment in Capital Assets 149,614,064
Restricted for:
General Government 27,468,942
Public Safety 48,103,812
Transportation 7,522,582
Natural and Economic Environment 919,988
Social Services 19,134,040
Culture and Recreation 7,401,856
Pensions 14,839,889
Unrestricted 85,726,889

Total Net Position S 360,732,061

The notes to financial statements are an integral part of this statement.
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Benton County, Washington
Balance Sheet
Governmental Funds
December 31, 2022

1/10 Percent

Human Criminal Rural County
General Fund Services Justice Capital
ASSETS
Cash and Cash Equivalents S 33,043,076 S 3,052,419 S 23,932,181 S 23,989,607
Receivables (Net) 5,508,202 6,184,310 1,061,999 970,256
Lease Receivable - - - -
Due From Other Funds 7,717 - - -
Due from Other Governments 1,473,140 1,211 - -
Prepaid Items - - - -
Total Assets 40,032,135 9,237,939 24,994,180 24,959,864
LIABILITIES
Accounts/Vouchers Payable 871,762 2,255,744 - 118,036
Contracts Payable 95,203 - - -
Interest Payable - Leases 302 - - -
Due to Other Funds 13,792 425 - -
Due to Other Governments - 210,887 - -
Other Accrued Liabilities 3,595,166 91,808 - -
Other Current Liabilities - - - -
Unearned Revenue 3,306,472 - - -
Total Liabilities 7,882,698 2,558,864 - 118,036
DEFERRED INFLOWS OF RESOURCES
Deferred Inflows - Leases - - - -
Deferred Inflows - Opioid Settlement - - - -
Total Deferred Inflows of Resources - - - -
Total Liabilities and Deferred Inflows of Resources 7,882,698 2,558,864 - 118,036
FUND BALANCES (DEFICITS)
Restricted - 6,679,075 24,994,180 24,841,828
Committed - - - -
Assigned - - - -
Unassigned 32,149,437 - - -
Total Fund Balances (Deficits) 32,149,437 6,679,075 24,994,180 24,841,828
Total Liabilities and Fund Balances (Deficits) S 40,032,135 $ 9,237,939 S 24,994,180 S 24,959,864

The notes to financial statements are an integral part of this statement.
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Benton County, Washington

ASSETS
Cash and Cash Equivalents
Receivables (Net)
Lease Receivable
Due From Other Funds
Due from Other Governments
Prepaid Items

Total Assets

LIABILITIES
Accounts/Vouchers Payable
Contracts Payable
Interest Payable - Leases
Due to Other Funds
Due to Other Governments
Other Accrued Liabilities
Other Current Liabilities
Unearned Revenue

Total Liabilities

DEFERRED INFLOWS OF RESOURCES
Deferred Inflows - Leases
Deferred Inflows - Opioid Settlement
Total Deferred Inflows of Resources

Total Liabilities and Deferred Inflows of Resources

FUND BALANCES (DEFICITS)
Restricted
Committed
Assigned
Unassigned
Total Fund Balances (Deficits)

Total Liabilities and Fund Balances (Deficits)

Balance Sheet
Governmental Funds
December 31, 2022

Total Total
Behavioral Capital Nonmajor Governmental

Health Projects Funds Funds
S 2,111,454 S 26,138,945 $ 71,005,703 S 183,273,386
1,054,073 1,497,273 3,019,608 19,295,721
- 10,379 54,676 65,054
- 68,015 7,500 83,232
3,192,499 16,235 666,971 5,350,055
- - 7,903 7,903
6,358,026 27,730,847 74,762,360 208,075,351
- 22,501 1,009,965 4,278,008
- 36,695 112,765 244,663
B} - 2,404 2,707
- 111 24,192 38,521
- - - 210,887
- 39,424 1,633,570 5,359,969
- - 27,300 27,300
- - 630,666 3,937,137
- 98,731 3,440,862 14,099,191
- 9,677 50,119 59,796
3,192,499 - - 3,192,499
3,192,499 9,677 50,119 3,252,295
3,192,499 108,408 3,490,982 17,351,487
3,165,527 - 50,870,609 110,551,219
- - 20,400,770 20,400,770
- 27,622,438 - 27,622,438
R - - 32,149,437
3,165,527 27,622,438 71,271,379 190,723,864
$ 6,358,026 $ 27,730,847 $ 74,762,360 S 208,075,351

The notes to financial statements are an integral part of this statement.
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Benton County, Washington
Reconciliation of Balance Sheet
To the Statement of Net Position
For the Year Ended December 31, 2022

Fund balances of governmental funds

Amounts reported for governmental activities in the statement of net
position are different because:

Other long-term assets and liabilities are not available to pay for current-
period expenditures and, therefore, are either deferred or not reported in
the governmental fund statements. The effect on the Statement of Net
Position is as follows:

Deferred Inflows - Leases 66,175
Deferred Inflows - Opioid Settlement 3,192,499

Internal Service Funds are used by management to charge the cost of

internal services to individual funds. The assets, deferred outflows of

resources, liabilities, and deferred inflows of resources of the Internal

Service Funds are not reported in the governmental fund statements.

These are included in governmental activities in the Statement of Net

Position. The effects on the Statement of Net Position are as follows:
Cash and Cash Equivalents 16,252,422
Receivables (Net) 41,425
Due From Other Funds 23,547
Inventories 2,062,683
Prepaid Items 6,123
Land 139,079
Intangible Assets 140,636
Quarries 81,941
Buildings 6,663,760
Other Improvements 91,393
Machinery & Equipment 12,099,980
Right-to-Use Leased Equipment 323,669
Accumulated Depletion - Quarries (25,278)
Accumulated Depreciation - Buildings (3,969,802)
Accumulated Amortization - Intangible Assets (67,754)
Accumulated Depreciation - Other Improvements (83,570)
Accumulated Depreciation - Machinery and Equipment (8,211,891)
Net Pension Asset 489,312
Deferred Outflows - Pensions 497 475
Accounts/Vouchers Payable (255,255)
Contracts Payable (887)
Interest Payable - Leases (1,235)
Due to Other Funds (68,258)
Other Accrued Liabilities (262,310)
Compensated Absences (189,449)

The notes to financial statements are an integral part of this statement.

190,723,864

3,258,673
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Benton County, Washington
Reconciliation of Balance Sheet
To the Statement of Net Position
For the Year Ended December 31, 2022

Lease Liabilities (260,323)
Net Pension Liability (354,067)
Deferred Inflows - Leases (6,378)
Deferred Inflows - Pensions (531,881)

Capital assets used in governmental activities are not financial resources

and, therefore, are not reported as assets in governmental fund

statements. The effects on the Statement of Net Position are as follows:
Land 6,528,337
Construction in Progress 3,296,442
Rights-of-Way and Easements 8,996,750
Water Rights 2,792,303
Buildings 112,924,393
Intangible Assets 1,884,413
Other Improvements 4,496,775
Machinery and Equipment 18,002,592
Infrastructure 123,327,089
Right to Use Leased Equipment 67,441
Right to Use Leased Office Space 494,807
Accumulated Depreciation - Buildings (83,756,934)
Accumulated Amortization - Intangible Assets (1,275,683)
Accumulated Depreciation - Other Improvements (2,498,913)
Accumulated Depreciation - Machinery and Equipment (9,490,243)
Accumulated Depreciation - Infrastructure (39,957,240)
Accumulated Amortization - Right-to-Use Leased Equipment (88,917)
Accumulated Amortization - Right-to-Use Leased Office Space (81,508)

Joint ventures are long-term assets that are not available to pay for

current period expenditures and, therefore, are not reported as assets in

governmental fund statements. The effect on the Statement of Net

Position is as follows:
800 MHz Radio 1,260,684
Benton County Emergency Management (BCEM) 36,003
Bi-County Police Information Network (BI-PIN) 1,860,949
Metro Drug Forfeiture Fund (Metro) 113,494
Microwave 54,078
Southeast Communications Center (SECOMM) 1,170,027

The notes to financial statements are an integral part of this statement.

24,625,105

145,661,902

4,495,235
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Benton County, Washington
Reconciliation of Balance Sheet
To the Statement of Net Position
For the Year Ended December 31, 2022

Differences between expected and actual experiences, assumption
changes and net differences between projected and actual earnings and
contributions subsequent to the measurement date for the postretirement
benefits (pension and OPEB) are recognized as deferred outflows of
resources and deferred inflows of resources on the Statement of Net
Position. The effects on the Statement of Net Position are as follows:

Net Pension Asset

Deferred Outflows Pensions
Deferred Outflows OPEB
Net Pension Liability

Total OPEB Liability
Deferred Inflows Pensions

13,621,681
12,244,284
143,064
(5,805,176)
(4,820,257)
(11,480,982)

Long-term liabilities are not due and payable in the current period, and
therefore, are not reported in the governmental fund statements. The
effect on the Statement of Net Position is as follows:

Due within One Year

Benton Franklin Heath District Center Limited Tax General Obligation
Refunding Bond, 2021

County Road Improvement District No. 21 Bond

Compensated Absences

Lease Liabilities

DSHS Working Advances

Public Works Trust Fund Loan

(5,890,303)
(2,920,000)

(359,661)
(2,275,866)
(296,830)
5,076
(197,748)

Net position of governmental activities

The notes to financial statements are an integral part of this statement.

3,902,614

(11,935,333)

360,732,061
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Benton County, Washington
Statement of Revenues, Expenditures and Changes in Fund Balances

Governmental Funds
For the Year Ended December 31, 2022

REVENUES
Taxes
Licenses and Permits
Intergovernmental Revenues
Charges for Goods and Services
Charges for Goods and Services - External Sales
Fines and Penalties
Rents and Leases
Miscellaneous Revenues
Interest and Other Earnings
Rents and Leases - Internal Revenues
Total Revenues

EXPENDITURES
Current:
General Government
Public Safety
Transportation
Natural and Economic Environment
Social Services
Culture and Recreation
Debt Service:
Interest and Other Debt Service Costs
Capital Outlay:
General Government
Public Safety
Transportation
Natural and Economic Environment
Culture and Recreation
Total Expenditures
Excess (Deficiency) of Revenues over Expenditures

OTHER FINANCING SOURCES (USES)
Special or Extraordinary Items
Long-Term Debt Issued - Leases
Gain (Loss) on Disposition of Capital Assets
Transfers-In
Debt Service — Principal
Transfers-Out
Total Other Financing Sources (Uses)

Net Change in Fund Balances

Fund Balances - Beginning, as Previously Reported
Error Correction

Fund Balances - Beginning as Restated

Fund Balance - Ending

The notes to financial statements are an integral part of this statement.

General Fund

Human
Services

1/10 Percent
Criminal
Justice

Rural County
Capital

$ 42,690,703
182,617
11,504,724
15,032,005
473,493
2,051,777
309,450
119,632
3,046,179

S -
17,724,656
829,510
491

$ 6,251,868

S 5,688,242

75,410,580

18,554,656

6,251,868

5,688,242

31,407,961
29,699,306
2,402,712
1,195,812
578,942

3,240

204,622
32,893

21,557,471

2,884,695

65,525,488

21,557,471

5,640

2,976,695

9,885,092

(3,002,815)

6,246,228

2,711,546

7,645
54,907
34,373

(22,604)
(9,075,927)

(2,235,800)

(9,001,606)

(2,235,800)

883,486

(3,002,815)

4,010,428

2,711,546

30,857,233
408,718

9,681,890

20,983,752

22,850,346
(720,065)

31,265,951

9,681,890

20,983,752

22,130,281

S 32,149,437

$ 6,679,075

S 24,994,180

S 24,841,828
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Benton County, Washington
Statement of Revenues, Expenditures and Changes in Fund Balances
Governmental Funds
For the Year Ended December 31, 2022

Total Total
Behavioral Nonmajor Governmental
Health Capital Projects Funds Funds
REVENUES
Taxes $ 3,162,550 $ - $20,171,368 $ 77,964,730
Licenses and Permits - - 871,541 1,054,158
Intergovernmental Revenues - 1,836,467 8,478,674 39,544,520
Charges for Goods and Services - 53,363 7,568,442 23,483,320
Charges for Goods and Services - External Sales - - - 473,983
Fines and Penalties - - 2,113 2,053,890
Rents and Leases - 16,589 641,559 967,598
Miscellaneous Revenues - 7 296,516 416,154
Interest and Other Earnings 2,977 643 (193,419) 2,856,380
Rents and Leases - Internal Revenues - 13,750 47,213 60,963
Total Revenues 3,165,527 1,920,818 37,884,007 148,875,698
EXPENDITURES
Current:
General Government - 1,123,148 7,048,780 42,464,585
Public Safety - 451,303 14,573,172 44,729,422
Transportation - - 11,242,414 11,242,414
Natural and Economic Environment - - 1,066,166 3,560,878
Social Services - - 2,620,411 25,373,694
Culture and Recreation - - 949,109 1,528,052
Debt Service:
Interest and Other Debt Service Costs - - 172,808 176,047
Capital Outlay:
General Government - 2,537,250 522,102 3,263,973
Public Safety - - 2,279,150 2,312,043
Transportation - - 1,847,088 1,847,088
Natural and Economic Environment - - 1,199,469 1,199,469
Culture and Recreation - - 39,517 39,517
Total Expenditures - 4,111,701 43,560,186 137,737,182
Excess (Deficiency) of Revenues over Expenditures 3,165,527 (2,190,883) (5,676,179) 11,138,517
OTHER FINANCING SOURCES (USES)
Special or Extraordinary Items - - - 7,645
Long-Term Debt Issued - Leases - - 507,341 562,247
Gain (Loss) on Disposition of Capital Assets - 34,125 500 68,998
Transfers-In - 53,467 11,417,957 11,471,424
Debt Service — Principal - - (622,738) (645,342)
Transfers-Out - - (159,697) (11,471,424)
Total Other Financing Sources (Uses) - 87,592 11,143,363 (6,451)
Net Change in Fund Balances 3,165,527 (2,103,291) 5,467,184 11,132,065
Fund Balances - Beginning, as Previously Reported - 29,725,729 65,623,383 179,722,333
Error Correction - - 180,812 (130,534)
Fund Balances - Beginning as Restated - 29,725,729 65,804,195 179,591,799
Fund Balance - Ending S 3,165,527 §$ 27,622,438 S 71,271,379 $ 190,723,864

The notes to financial statements are an integral part of this statement.
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Benton County, Washington
Reconciliation of the Statement of Revenues, Expenditures and Changes in
Fund Balances to the Statement of Activities
For the Year Ended December 31, 2022

Net change in fund balances - total government funds 11,132,065

Amounts reported for governmental activities in the statement of activities
are different because:

The Internal Service Funds are used by management to charge the costs
of internal services to individual funds. The net revenues (expenses) of
such activities are reported with governmental activities in the Statement
of Activities but not included in the change in governmental fund
balances. The effect on the Statement of Activities is as follows:

Charges for Goods and Services - External Sales Transportation 656
Charges for Goods and Services - External Sales General 1,098
Government
Interest and Other Earnings 194,115
Gain (Loss) on Disposal of Capital Assets 105,793
Depreciation Expense - General Government (78,632)
Debt Service — Interest and Other Debt Service Costs (9,260)
Depreciation Expense - Transportation (839,876)
Allocation of Internal Service Fund Net Income - General Government (26,166)
Allocation of Internal Service Fund Net Income - Transportation 1,593,217
Error Correction - Internal Service Funds Beginning Net Position (102)
940,842
Governmental funds report only financial assets; consequently,
governmental funds do not report the donation of capital assets that will
be used in operations (rather than sold). Such assets and related
effect on the Statement of Activities is as follows:
Capital Contributions Revenue 728,653
728,653
Governmental funds report proceeds from the sale of capital assets as
another financing source, other revenue, or special item, depending on
the circumstances. In contrast, proceeds from the sale of capital assets in
the government-wide financial statements must be matched against the
carrying value of the asset sold, leaving only the difference to be reported
in the
Statement of Activities. The net effect on the Statement of Activities is as
follows:
Gain (Loss) on Disposal of Capital Assets (68,998)
(68,998)

The notes to financial statements are an integral part of this statement.
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Benton County, Washington

Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances to the Statement of Activities
For the Year Ended December 31, 2022

Governmental funds report capital outlays as expenditures. However, in
the Statement of Activities, the cost of these assets is allocated over their
estimated useful lives and reported as depreciation expense. The amount
by which capital outlays exceeded depreciation expense in the current
period has the following net effect on the Statement of Activities:

Depreciation Expense - General Government
Depreciation Expense - Public Safety

Depreciation Expense - Transportation

Depreciation Expense - Natural and Economic Environment
Depreciation Expense - Social Services
Depreciation Expense - Culture and Recreation
Capital Outlay - General Government

Capital Outlay - Public Safety

Capital Outlay - Transportation

Capital Outlay - Natural And Economic Environment
Capital Outlay - Culture and Recreation

The amount by which capital outlays exceeded depreciation expense
in the current period:

Bond and other debt proceeds provide current financial resources to
Statement of Net Position. Repayment of bond and other debt principal is

term liabilities in the Statement of Net Position. Also, governmental funds
report the effect of premiums, discounts, and similar items when debt is
first issued, whereas these amounts are deferred and amortized in the
Statement of Activities. The effect on the Statement of Activities is as
follows:

Long-Term Debt Issued - Leases

Redemption of Long-Term Debt

Long-term liabilities conversion from the current financial resources
measurement focus to the economic resources measurement focus
effect on the Statement of Activities:

Change in Accounting Estimate

Differences between expected and actual experiences, assumption
changes and net differences between projected and actual earnings and
contributions subsequent to the measurement date for the postretirement
benefits (pension and OPEB) are recognized as deferred outflows of
resources and deferred inflows of resources on the Statement of Net
Position. Expenses that do not provide current financial resources in the
Statement of Activities are not reported in the governmental funds. The
effect on the Statement of Activities is as follows:

The notes to financial statements are an integral part of this statement.

(3,789,549)
(863,384)
(3,193,350)
(123,405)
(912,585)
(271,131)
3,263,973
2,312,043
1,847,088
1,199,469
39,517
(2,035,121)

(562,247)
645,342
(356,427)

(3,945,775)

(2,526,436)

(4,219,108)
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Benton County, Washington

Reconciliation of the Statement of Revenues, Expenditures and Changes in

Fund Balances to the Statement of Activities
For the Year Ended December 31, 2022

Pension Expense
OPEB Expense

3,658,113
858,979

Some revenues, expenses, inflows, and outflows that are reported in the
Statement of Activities do not require the use of current financial
resources and, therefore, are not reported in the governmental funds.
The effect on the Statement of Activities is as follows:

Gain (Loss) on Investment in Joint Ventures

General Revenues - Miscellaneous Lease Revenue

General Revenues - Miscellaneous Opioid Settlement Revenue
Error Correction - Governmental Activities Beginning Net Position

(88,920)
66,175
3,192,499
(3,038,087)

Unavailable Revenue - Property Tax
Unavailable Revenue - Court Judgements
Error Correction - Prior Period Deferred Inflow

Change in net position of governmental activities

The notes to financial statements are an integral part of this statement.

(883,773)
(340,720)
1,224,493

4,517,092

131,666

10,635,777

Page 75



Benton County, Washington
Statement of Net Position
Proprietary Funds
December 31, 2022

ASSETS

Current Assets:
Cash and Cash Equivalents
Receivables (Net)
Due From Other Funds
Inventories

Total Current Assets

Noncurrent Assets:
Lease Receivable
Land
Intangible Assets
Quarries
Buildings
Other Improvements
Machinery & Equipment
Right-to-Use Leased Equipment
Accumulated Deletion - Quarries
Accumulated Depreciation - Buildings
Accumulated Amortization - Intangible Assets
Accumulated Depreciation - Other Improvements
Accumulated Depreciation - Machinery and Equipment
Net Pension Asset

Total Noncurrent Assets

Total Assets

DEFERRED OUTFLOWS OF RESOURCES
Deferred Outflows - Pensions
Total Deferred Outflows of Resources
Total Assets and Deferred Outflows of Resources

Governmental Activities

Internal Service Funds

S 16,252,422
41,425

23,547

2,062,683

18,380,077

6,123
139,079
140,636

81,941
6,663,760
91,393
12,099,980
323,669
(25,278)
(3,969,802)
(67,754)
(83,570)
(8,211,891)
489,312

7,677,596

26,057,673

497,475

497,475

26,555,148




Benton County, Washington
Statement of Net Position
Proprietary Funds
December 31, 2022

Governmental Activities
Internal Service Funds

LIABILITIES
Current Liabilities:
Accounts/Vouchers Payable 255,255
Contracts Payable 887
Interest Payable - Leases 1,235
Due to Other Funds 68,258
Other Accrued Liabilities 262,310
Total Current Liabilities 587,946
Noncurrent Liabilities:
Compensated Absences 189,449
Lease Liabilities 260,323
Net Pension Liability 354,067
Total Noncurrent Liabilities 803,839
Total Liabilities 1,391,784

DEFERRED INFLOWS OF RESOURCES

Deferred Inflows - Leases 6,378

Deferred Inflows - Pensions 531,881
Total Deferred Inflows of Resources 538,259
Total Liabilities and Deferred Inflows of Resources 1,930,043
NET POSITION

Net Investment in Capital Assets 7,454,940

Unrestricted 17,170,165
Total Net Position S 24,625,105

The notes to financial statements are an integral part of this statement.
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Benton County, Washington

Statement of Revenues, Expenses, and Changes in Net Position

Proprietary Funds
December 31, 2022

OPERATING REVENUES
Charges for Goods and Services
Charges for Goods and Services - External Sales
Rents and Leases
Miscellaneous Revenues
Total Operating Revenues

OPERATING EXPENSES
Depreciation
Salaries and Wages
Personnel Benefits
Supplies for Consumption and Resale
Services and Pass-Through Payments
Total Operating Expenses
Operating Income (Loss)

NONOPERATING REVENUES (EXPENSES)
Interest and Other Earnings
Capital Contributions
Gain (Loss) on Disposition of Capital Assets
Debt Service — Interest and Other Debt Service Costs
Total Nonoperating Revenues (Expenses)
Income (Loss) Before Contributions and Transfers
Change in Net Position
Net position - Beginning, as Previously Reported
Error Correction
Net Position - Beginning as Restated
Net Position - Ending

Governmental Activities

Internal Service Funds

S 12,048,328
1,754

41,045

22,354

12,113,480

918,508
1,946,375
1,331,999
1,111,191
6,155,111

11,463,184

650,296

194,115
728,653
105,793

(9,260)

1,019,301

1,669,597

1,669,597

22,955,610

(102)

22,955,508

S 24,625,105

The notes to financial statements are an integral part of this statement.
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Benton County, Washington
Statement of Cash Flows
Proprietary Funds
December 31, 2022

Governmental Activities
Internal Service Funds

CASH FLOWS FROM OPERATING ACTIVITIES

Cash Receipts from Customers S 1,754
Cash from Interfund 12,855,999
Payments to Suppliers (6,889,085)
Payments to Employees (3,596,433)
Due to Other Funds 52,004
Net Cash Provided (Used) by Operating Activities 2,424,238

CASH FLOWS FROM NONCAPITAL FINANCING ACTIVITIES
Interest and Other Debt Service Costs - Leases 261,558
Net Cash Provided (Used) by Noncapital Financing Activities 261,558

CASH FLOWS FROM CAPITAL AND RELATED FINANCING ACTIVITIES

Gain (Loss) on Disposition of Capital Assets 105,793
Capital Expenditures/Expenses (935,289)
Capital Expenditures/Expenses - Leases (9,260)
Net Cash Provided (Used) by Capital and Related Financing Activities (838,757)

CASH FLOWS FROM INVESTING ACTIVITIES

Interest and Other Earnings 174,237
Net Cash Provided (Used) by Investing Activities 174,237
Net Increase (Decrease) in Cash and Cash Equivalents 2,021,277
Balances - Beginning of Year 14,231,145
Balances - End of the Year S 16,252,422

The notes to financial statements are an integral part of this statement.
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BENTON COUNTY, WASHINGTON
Statement of Fiduciary Net Position

External
Investment
Pool

$ 373,374,009

373,374,009

373,374,009

December 31, 2022
Custodial
Funds

ASSETS

Cash and Investments S 213,246,429

Due from Other Governments 5,494,191
Total Assets 218,740,620
LIABILITIES

Warrants Payable 7,915,486
Total Liabilities 7,915,486
NET POSITION

Restricted for:

Individuals, Organizations and Other Governments 303,715,755

Total Net Position S 303,715,755

$ 373,374,009

The notes to the financial statements are an integral part of this statement.
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BENTON COUNTY, WASHINGTON
Statement of Changes in Fiduciary Net Position
December 31, 2022

External
Custodial Funds  Investment Pool
ADDITIONS
Investment Earnings:
Net Increase (Decrease) in Fair Value of Investments S - S (14,738,880)
Interest, Dividends, and Other 3,585,069 -
Total Investment Earnings 3,585,069 (14,738,880)
Contributions by Pool Participants - 68,128,891
Property Tax Collected for Other Governments 235,489,791 -
Sales Tax Collected for Other Governments 2,755,331 -
Other Taxes and Fees Collected for Other Governments 67,004,613 -
Other Additions 695,795,647 -
Transfers-In 5,910,195
Total Additions 1,010,540,647 53,390,011
DEDUCTIONS
Deductions by Pool Participants - 75,669,483
Property Taxes Distributed to Other Governments 238,469,477 -
Sales Taxes Distributed to Other Governments 2,377,597 -
Other Taxes and Fees Distributed to Other Governments 140,291,819 -
Payments to Employees and Vendors 380,661,887 -
Bond Principal and Interest 100 -
Other Deductions 13,515 -
Transfers-Out 5,901,701
Total Deductions 767,716,096 -
Net Increase (Decrease) in Fiduciary Net Position 242,824,550 53,390,011
Net Position - Beginning, as Previously Reported 226,636,787 399,815,770
Error Correction (165,745,583) (80,831,772)
Net Position - Beginning as Restated 60,891,204 318,983,998
Net Position -- End of the Year S 303,715,755 S 372,374,009

The notes to the financial statements are an integral part of this statement.
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Benton County, Washington
Notes to the Financial Statements
For the Year Ended December 31, 2022

Note 1 — Summary of Significant Accounting Policies

The financial statements of Benton County have been prepared in conformity with generally accepted
accounting principles (GAAP) as applied to governmental units. The Governmental Accounting Standards
Board (GASB) is the accepted standard setting body for establishing governmental accounting and
financial reporting principles. The significant accounting policies are described below.

A. Reporting Entity

The County Benton County was incorporated in March 1905 and operates under the laws of the state of
Washington applicable to a non-charter county. operates under a commissioner form of government and
provides the following services to its constituents: police, road maintenance, planning and zoning, parks
and recreation, judicial administration, health, social services, and general administrative services. As
required by GAAP, the financial statements present Benton County, the primary government.

The County participates in two joint ventures. These include the Benton County Emergency Services
(BCES) and the Metro Drug Forfeiture Fund. These organizations are not part of the County. The County’s
equity interest in these entities is presented in the Government-wide financial statements. Also, the
County participates with the Bi-County Police Information Network (BI-PIN) through a joint cooperative
agreement. See Note 18 - Joint Ventures, which more fully describes these three organizations.

B. Basis of Presentation - Government-Wide and Fund Financial Statements

Government-wide financial statements consist of the statement of net position and the statement of
activities. These statements report information on all of the non-fiduciary activities of the primary
government. For the most part, the effect of interfund activity has been removed from these statements.
Benton County’s reports present Governmental activities, which normally are supported by taxes and
intergovernmental revenues. Benton County does not have, and, therefore, does not report any business-
type activities, which rely to a significant extent on fees and charges for support.

The statement of activities demonstrates the degree to which the expenses of a given function or segment
are offset by program revenues. Direct expenses are those that are clearly identifiable with a specific
function or segment. Additionally, the County’s accounting system allocates a portion of its indirect costs
to individual functions. These indirect costs have been included as part of the program expenses reported
for the various functional activities.

Program revenue includes:

o Charges to customers or applicants who purchase, use, or directly benefit from goods,
services or privileges provided by a given function or segment.
o Grants and contributions that are restricted to meeting the operation or capital requirements

of a particular function or segment.

Taxes and other items not properly included among program revenues are reported instead as general
revenues.
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Benton County, Washington
Notes to the Financial Statements
For the Year Ended December 31, 2022

Fund financial statements are used to report additional and more detailed information about the primary
government. Separate financial statements are provided for governmental funds, proprietary funds, and
fiduciary funds, even though the latter are excluded from the government-wide financial statements.
Major individual governmental funds are reported as separate columns in the fund financial statements.

Fiduciary funds are excluded from the government-wide presentation of the financial statements.
C. Measurement Focus, Basis of Accounting

The government-wide financial statements are prepared using the economic resources measurement
focus and the accrual basis of accounting, as are the proprietary fund financial statements. The fiduciary
fund financial statements do not have a measurement focus and are prepared using the accrual basis of
accounting. Under the economic resources measurement focus, revenues are recorded when earned and
expenses are recorded at the time liabilities are incurred, regardless of the timing of related cash flows.
Property taxes are recognized as revenues in the year for which they are levied. Grants and similar items
are recognized as revenue as soon as all eligibility requirements imposed by the provider have been met.

Governmental fund financial statements are reported using the current financial resources measurement
focus and the modified accrual basis of accounting. Revenues are recognized as soon as they are both
measurable and available. Revenues are considered to be available when they are collectible within the
current period or as soon enough thereafter to pay liabilities of the current period. For this purpose, the
County considers revenues to be available if they are collected within 60 days of the end of the current
fiscal period. Revenues susceptible to accrual are earned interest, certain charges for services, and
intergovernmental revenues, such as grants, where program expenditures are the prime factor for
determining reimbursement. Other revenues such as sales-based taxes, licenses, fines, and fees are not
considered susceptible for accrual since they are not generally measurable until received. Expenditures
are generally recorded when the related fund liability is incurred, as under accrual accounting. However,
debt service expenditures, as well as expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Benton County reports the following major governmental funds:

o The General Fund is the County’s primary operating fund. It accounts for all financial
resources of the general government, except those accounted for in another fund.
o The Human Services Fund is funded with tax revenues and state and federal grants and

assistance. It accounts for the financial operations of County health programs including, but
not limited to, mental health, developmental disabilities, alcoholism and drug abuse
treatment and prevention programs.

o The 1/10% Criminal Justice Fund is funded with sales tax revenue. Its purpose is to assist the
financing of the construction, maintenance, and operation of the adult and juvenile jails.

o The Rural County Capital Fund is funded with retail sales tax. Its purpose is financing public
facilities, intended to facilitate economic development, job creation, and tax revenue in the
community.

o The Behavioral Health Fund is funded with retail sales tax. Its purpose is providing for the

operation and delivery of chemical dependency and mental health treatment services, and/or
therapeutic court programs.
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Benton County, Washington
Notes to the Financial Statements
For the Year Ended December 31, 2022

o The Capital Projects Fund accounts for the expenditures incurred for the acquisition or
construction of capital assets that are not identified with other capital funds.

Additionally, the County reports the following fund types:
o Special revenue funds account for and report the proceeds of specific revenue sources that

are restricted or committed to finance specific activities or functions, as required by law or
administrative regulation.

o Debt service funds account for and report financial resources that are restricted, committed
or assigned to be used for payment of principal and interest on long-term debt.
o Internal Service Funds account for equipment rental, central services, worker’s compensation

insurance, insurance management and accumulated leave, provided to other departments or
agencies of the government, or to other governments on a cost reimbursement basis.

Fiduciary Funds are used to account for assets held in a trustee capacity or as an agent on behalf of other
governments, special districts, private organizations, or individuals. Fiduciary funds include Private
Purpose Trust funds and Custodial Funds. Custodial Funds account for resources that are held by the
county in a custodial capacity. These funds include two separate classifications: funds used to account for
resources of other governments and special districts and their investments balances identified in the
external investment pool. The County does not have any private purpose trust funds. The fiduciary funds
use the economic resources measurement focus of accounting for reporting assets and liabilities.

As a general rule, the effect of interfund activity has been eliminated from the government-wide financial
statements. Exceptions to this general rule are payments-in-lieu of taxes and other charges between the
various other functions of the government. Elimination of these charges would distort the direct costs
and program revenues reported for the various functions concerned.

Amounts reported as program revenues include:

(a) charges to customers or applicants for goods, services or privileges provided,

(b) operating grants and contributions, and

(c) capital grants and contributions, including special assessments.
Internally, dedicated resources are reported as general revenues rather than program revenues. General
revenues include all taxes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating
revenues and expenses generally result from providing services and producing and delivering goods in
connection with a proprietary fund’s principal ongoing operations. The principal operating revenues of
the internal service funds are charges to customers for sales and services. Operating expenses for internal
service funds include the cost of personal services, contractual services, other supplies and expenses, and
depreciation on capital assets. All revenues and expenses not meeting this definition are reported as non-
operating revenues and expenses.
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Benton County, Washington
Notes to the Financial Statements
For the Year Ended December 31, 2022

D. Budgetary Information
1. Scope of Budget

Biennial appropriated budgets are adopted for the general and special revenue funds and for all
proprietary funds on the modified accrual basis of accounting. For governmental funds, there are no
differences between the budgetary basis and generally accepted accounting principles. Budgetary
accounts are integrated into fund ledgers for all budgeted funds, but the financial statements include
budgetary comparisons for biennially budgeted governmental funds only. Budgets for debt service and
capital project funds are adopted at the level of the individual debt issue or project and for fiscal periods
that correspond to the lives of debt issues or projects. National Council on Governmental Accounting
(NCGA) Statement 1 does not require, and the financial statements do not present, budgetary
comparisons for proprietary fund types.

Biennial appropriated budgets are adopted at the level of the fund, except in the general fund, where
expenditures may not exceed appropriations at the department level and the budgets constitute the legal
authority for expenditures at that level. Subsidiary revenue and expenditure ledgers are used to compare
budgeted amounts with actual revenues and expenditures. As a management control device, the
subsidiary ledgers monitor expenditures for individual functions and activities by object class.

Appropriations for governmental funds lapse at the end of the biennium.
2. Procedures for Adopting the Original Budget

The County's budget procedures are mandated by RCW 36.40. The steps in the budget process are as
follows:

a. Prior to the first Tuesday in September, in even number years, the County Auditor submits a
proposed budget to the County Commission. This budget is based on priorities established by the
Commission and estimates provided by County departments, during the preceding months, and
balanced with revenue estimates made by the County Auditor.

b. The Commission conducts public hearings on the proposed budget in October, November, and
December.

c. The Commission makes its adjustments to the proposed budget and adopts, by resolution, a final
balanced biennial budget no later than December 31.

d. Within 30 days of adoption, the final biennial budget is available to the public.
3. Amending the Budget
The County Auditor is authorized to transfer budgeted amounts between the supplies and professional
service categories of any department. Any revisions that alter the total expenditures of a department or

fund, or that affect the number of authorized employee positions; salary ranges, hours, or other
conditions of employment must be approved by the County Commission.
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Benton County, Washington
Notes to the Financial Statements
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When the County Commission determines that it is in the best interest of the County to increase or
decrease the appropriation for a particular fund or department, it may do so by resolution, approved by
a simple majority, after holding two public hearings.

Unless stated otherwise, the budget amounts shown in the financial statements are the final authorized
amounts as revised during the biennium.

The financial statements contain the original and final budget information. The original budget is the first
complete appropriated budget. The final budget is the original budget adjusted by all reserves, transfers,
allocations, supplemental appropriation, and other legally authorized changes.

E. Assets, Liabilities, Fund Balance, Net Position
1. Cash and Cash Equivalents

It is the County's policy to invest all temporary cash surpluses. On December 31, 2022, the County
Treasurer was holding $372,374,009 in investments of surplus cash as reported on the Benton County
Treasurer’s investment activity report (See Note 5B - Investments). The County’s portion of this amount,
$199,598,824 is classified on the Statement of Net Position as Cash/Cash Equivalents and Equity in Pooled
Investments. The County’s portion is classified on the Governmental Balance Sheet of the various funds
as Cash/Cash Equivalents. The interest on these investments is credited to the General Fund.

The amounts reported as cash and cash equivalents also include compensating balances maintained with
certain banks in lieu of payments for services rendered. The average compensating balances maintained
during 2022 were approximately $20,440,319.

For purposes of the Statement of Cash Flows, the County considers all highly liquid investments (including
restricted assets) with a maturity of two months or less when purchased to be cash equivalents.

2. Investments - See (Note 5 — Deposits and Investments)
3. Receivables

Taxes receivable consists of property taxes and related interest and penalties (See Note 18 — Property Tax)
and sales tax. Accrued interest receivable consists of amounts earned on investments, notes, and
contracts at the end of the year.

Special Assessments are recorded when levied. Special assessments receivable consists of current and
delinquent assessments and related interest and penalties. Deferred assessments on the fund financial
statements consist of unbilled special assessments that are liens against the property benefited. As of
December 31, 2022, $14,259 of special assessments receivable were delinquent (See Note 14B — Special
Assessment Bonds).

Customer accounts receivable consist of amounts owed from private individuals or organizations for
goods and services including amounts owed for which billings have not been prepared. Notes and
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contracts receivable consist of amounts owed on open account from private individuals or organizations
for goods and services rendered.

4. Amounts Due to and from Other Funds, Interfund Loans and Advances Receivable

Activity between funds that are representative of lending/borrowing arrangements outstanding at the
end of the fiscal year are referred to as either “interfund loans receivable/payable” or “advances to/from
other funds.” All other outstanding balances between funds are reported as “due to/from other funds.”
A schedule of Interfund Loans and a separate schedule of Inter fund receivables and payables (Due
To/From) is included in Note 17 — Interfund Balances and Transfers.

Advances between funds, as reported in the fund financial statements, are offset by a fund balance
reserve accounting in applicable governmental funds to indicate that they are not available for
appropriation and are not expendable available financial resources.

5. Inventories

Inventories in governmental funds consist of expendable supplies held for consumption. The cost is
recorded as an expenditure at the time individual inventory items are purchased. Inventories in
proprietary funds are valued by the first in, first out (FIFO) method (which approximates the market value).

6. Capital Assets — (See Note 6 — Capital Assets)

Capital assets include land, improvements to land, easements, buildings, building improvements, vehicles,
machinery, equipment, infrastructure, and all other tangible or intangible assets that are used in
operations and that have initial useful lives extending beyond a single reporting period. The County
defines capital assets as assets with an initial, individual cost of more than $5,000 and an estimated useful
life in excess of one year.

Infrastructure assets are long-lived assets that normally are stationary in nature and normally can be
preserved for a significantly greater number of years than most capital assets. Examples of infrastructure
include roads, bridges, drainage systems, water and sewer systems, and lighting systems. The total for
Infrastructure on the government-wide Statement of Net Position is comprised all Infrastructure related
capital expenses, including construction in progress and depreciation.

When capital assets are purchased, they are capitalized and depreciated in the government-wide financial
statements and the proprietary fund statements. Capital assets are recorded as expenditures of the
current period in the government fund financial statements.

Capital assets are valued at cost where historical records are available and at an estimated historical cost
where no records exist. Donated capital assets are valued at their estimated acquisition value on the date
received.

Improvements to capital assets that materially add to the value or extend the life of the asset are

capitalized. Other repairs and normal maintenance are not capitalized. Major outlays for capital assets
and improvements are capitalized as projects are constructed.
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Depreciation of buildings, equipment, improvements, and intangible assets is computed using the
straight-line method. Infrastructure is depreciated using a composite method. Estimated useful lives are
the lesser of the projects’ estimated lives or the following:

Buildings - 20 years Autos, Light Trucks - 5 years
Furniture & Equip - 10 years Heavy Trucks - 7 years
Information Systems - 4 years Land Improvements - 20 years
Data Handling Equip - 4 years Heavy Road Equipment - 10 years

Infrastructure - 40 years

Machinery and equipment purchased on capital leases are treated as capital assets indicating a
constructive or actual transfer of the benefits and risks of ownership to the County. These are valued at
the lesser of the fair value of the leased property or the net present value of the minimum lease payments
required by the contract.

7. Leases

Alease is a contract that conveys control of the right to use another entity’s nonfinancial asset as specified
in the contract for a period of time in an exchange or exchange-like transaction. The County is both a
lessor and a lessee of nonfinancial assets. When the County is the lessor, it recognizes a lease receivable
and a deferred inflow of resources. The deferred inflow of resources is amortized over the lease term as
an inflow of resources. When the County is the lessee, it recognizes either a capital asset (financed
purchase) or an intangible asset — right to use asset and a liability. Lease liabilities are recognized as debt
obligations. The intangible asset is amortized over the lease term as a current expense. The lease
receivable and lease liability are valued using the terms of the agreement to determine the length of the
agreement, payment amounts and discount rates. If a discount rate is not stated in the agreement, the
County utilizes its incremental borrowing interest earning.

The County recognizes all lease assets and liabilities with an initial present value of more than $5,000,
capital threshold, and a contract term longer than a single fiscal period. Agreements less than these
amounts are recognized as current period revenues and expenses.

GASB 87 was implemented on 1/1/2022.

8. Prepaid Expenses

Certain payments to vendors reflect costs applicable to future accounting periods and are recorded as

prepaid items in both government-wide and fund financial statements. The County uses the consumption
method by recognizing expenditures in the period service is provided.
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9. Deferred Outflows/Inflows of Resources

In addition to assets, the statement of net position may report a separate financial statement element for
deferred outflows of resources. This separate element represents consumption of net assets that applies
to future periods and, accordingly, will not be recognized as an outflow of resources
(expense/expenditure) until then. The County has activity that qualifies for reporting in this category due
to pension liability reporting requirements of GASB 68 and loss on refunding.

In addition to liabilities, the statements reflecting financial position may report a separate financial
statement element for deferred inflows of resources. This separate element represents an acquisition of
net assets that applies to future periods and, accordingly, will not be recognized as an inflow of resources
(revenue) until that time. Deferred inflows of resources in the fund financial statements include
delinquent taxes and court judgments that are earned, but not yet available under the modified accrual
basis of accounting, and pension inflows due to reporting requirements of GASB 68.

10. Compensated Absences

Compensated absences are absences for which employees will be paid, such as vacation and sick leave.
In governmental funds, compensated absences that are expected to be liquidated with expendable
available financial resources are reported as an expenditure and fund liability in the fund that will pay for
them. In proprietary funds, compensated absences are recorded as an expense and liability of the fund
that will pay for them.

Vacation pay, which may be accumulated up to 240 hours, is payable upon resignation, retirement, or
death. Sick leave may be accumulated up to 1,040 hours. Employees hired prior to July 1, 1992, are
eligible for half of their accumulated sick leave upon voluntary termination, retirement, or death.
Employees hired on or after July 1, 1992, may be eligible for twenty-five percent of their accumulated sick
leave upon retirement with a maximum amount of $5,000.

Compensated absences are reported in governmental funds only if they have matured (i.e., unused
reimbursable leave still outstanding following an employee’s resignation or retirement).

11. Pensions

For purposes of measuring the net pension liability, deferred outflows of resources and deferred inflows
of resources related to pensions, and pension expense, information about the fiduciary net position of all
state sponsored pension plans and additions to/deductions from those plans’ fiduciary net position have
been determined on the same basis as they are reported by the Washington State Department of
Retirement Systems. For this purpose, benefit payments (including refunds of employee contributions)
are recognized when due and payable in accordance with the benefit terms. Investments are reported at
fair value.

12. Other Accrued Liabilities

These accounts consist of accrued wages and accrued employee benefits.
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13. Long-Term Debt (See Note 14 — Long-Term Debt)
14. Unearned Revenues

This account includes amounts recognized as receivables, but not revenues in governmental funds
because the revenue recognition criteria has not been met. Reported assets include grant resources
received in advance.

15. Fund Balance Classifications

Fund balances for governmental funds are reported in classifications that comprise a hierarchy based
primarily on the extent to which the County is bound to honor constraints on the specific purposes for
which amounts in those funds can be spent. For the classification of fund balances, the County considers
amounts to have been spent when an expenditure is incurred for purposes for which fund balance is both
available and can be used. In accordance with GASB Statement 54, the fund balances of the County are
classified into the following categories: nonspendable, restricted, committed, assigned or unassigned.

Nonspendable fund balance includes amounts that cannot be spent because they are either:
(@) notis spendable form or
(b) legally or contractually required to be maintained intact, including items that are not expected to
be converted to cash.

Restricted fund balance includes amounts where constraints have been placed on the use of resources by
either:
(a) external imposition by creditors (such as through debt covenants), grantors, contributors, or laws
or regulations of other governments; or
(b) imposition by law through constitutional provisions or enabling legislation.

Committed fund balance includes amounts that can only be used for specific purposes pursuant to
constraints imposed by the Board of County Commissioners (BOCC), the highest level of decision-making
authority for the County. Committed amounts cannot be used for any other purpose unless the BOCC
removes or changes the specified use through formal action by resolution. Committed fund balance also
incorporates contractual obligations to the extent that existing resources in the fund have been
specifically committed for use in satisfying those contractual requirements.

Assigned fund balance includes amounts that are constrained by the County Board of Commissioner’s
intent to be used for specific purposes but are neither restricted nor committed. The BOCC has delegated
the authority to assign amounts to be used for specific purposes to the County Administrator or his/her
designee. During the current reporting period, a designee was not assigned.

Unassigned fund balance represents fund balance that has not been restricted, committed, or assigned.
Only the General Fund may report a positive unassigned fund balance amount.

It is the County’s policy to use restricted amounts first, then committed, then assigned, and then
unassigned, as they are needed.
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17. Minimum Fund Balance
To assure sufficient reserves are available to meet the respective operational needs during low revenue

periods within a budget cycle, the Benton County Board of County Commissioners may require the
following County funds to maintain a minimum fund balance at the close of or during any given fiscal year:

o General Fund. The County shall maintain a minimum unassigned fund balance in the range of
10% to 13% of appropriated expenditures.

o Capital Projects. A fund balance of at least $5,000,000.

° Central Services. A fund balance of at least $350,000.

o Election Reserve. A fund balance of at least $500,000.

. Park Development. A fund balance of at least $500,000.

18. Net Position Classification
In Government-wide Statements and Internal Service Fund statements, net position consists of assets

invested in capital assets (net of related debt), restricted and unrestricted net positions. The restricted
net positions are restricted by governmental statutes, actions and third parties.
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Note 2 — Reconciliation of Government-Wide and Fund Financial Statements

A. Explanation of Certain Differences Between the Governmental Fund Balance Sheet and the
Government-Wide Statement of Net Position

The governmental fund balance sheet includes reconciliation between fund balance —total governmental
funds and net position — governmental activities reported in the government-wide statement of net
position. The schedule presents detailed explanations for major elements of the reconciliation including
certain government-wide assets, liabilities, and net position not included in governmental fund balance

sheets.

B. Explanation of Certain Differences Between the Governmental Fund Statement of Revenues,
Expenditures, and Changes in Fund Balances and the Government-Wide Statement of Activities

The governmental fund statement of revenues, expenditures and changes in fund balances includes a
reconciliation between net changes in fund balances — total governmental funds and changes in net
position of governmental activities as reported in the government-wide statement of activities.
Note 3 — Stewardship, Compliance and Accountability

A. Violations of Fiscal Policies
There have been no material violations of finance-related legal or contractual provisions.

B. Deficit Fund Balances

There have been no expenditures exceeding legal appropriations in any of the funds of the County.
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Note 4 — Accounting and Reporting Changes

B. Change in Accounting Estimate Compensated Absences

Reason for the change in accounting estimate: Changed Compensated Absences calculation method
based on payroll reports. The effect of that change is shown in the Change in Accounting Estimate column

of the table below.

Note 4 Table B - Change in Accounting Estimate for Noncurrent Liabilities

12/31/2021
Balance As Change in 1/1/2022
Previously Accounting Balance As
Reported Estimate Re-Estimated
Noncurrent Liabilities
Compensated Absences 2,981,053 3,945,775 6,926,828
Total Noncurrent Liabilities $ 2,981,053 $ 3,945,775 $ 6,926,828

C. Governmental Activities Error Correction

During fiscal year 2022, the County identified $(720,065) in expenditures for the Rural County Capital Fund
General Government that should have been reported in 2021, also a beginning Net Position variance of
$589,531 caused by the conversion in accounting software. The net effect of these errors is $(130,534),

as shown in the Error Correction row of Note 4 Table C below.

Note 4 Table C - Error Correction
Changes in Net Position
December 31, 2021 and 2022

Governmental Activities

2022 2021
Net Position - Beginning, as Previously Reported $350,226,818 $302,960,860
Error Correction (130,534) -
Net Position - Beginning as Restated 350,096,284 302,960,860

Net Position - Ending $360,732,061 $350,226,818
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D. Fiduciary Net Position Error Correction

During fiscal year 2022, the County identified a beginning Net Position variance caused by conversion in

accounting software. The effect of that error is shown in the Error Correction row of the table below.

Note 4 Table D - Error Correction
Statement of Changes in Fiduciary Net Position
December 31, 2022

External
Custodial Investment
Funds Pool
Net Position - Beginning, as Previously Reported 226,636,787 399,815,770
Error Correction (165,745,583) (80,831,772)
Net Position - Beginning as Restated 60,891,204 318,983,998
Net Position -- End of the Year S 303,715,755 S 372,374,009
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Note 5 — Deposits and Investments

A. Deposits

The County’s deposits, certificates of deposit and securities are fully covered by federal depository
insurance (FDIC) or by collateral held in a multiple financial institution collateral pool administered by the
Washington Public Deposit Protection Commission (PDPC).

B. Investments

Investment oversight is provided by the Benton County Finance Committee (the “Finance Committee”)
pursuant to RCW 36.29.020. The Finance Committee consists of the County Treasurer as Chair, the County
Auditor as Secretary, and the Chair of the Board of County Commissioners. All investments are subject to
written policies and procedures adopted by the Finance Committee. The Finance Committee meets not
less than quarterly to review the investment portfolio and performance. The County’s Investment Policy
has been reviewed and received a Certification of Excellence from the Association of Public Treasurers of
the United States and Canada. All County held investments are either insured or registered in the County’s
name and held by the County, or its agent, in the County’s name. The philosophy in developing the TIP
was to create a locally managed diversified investment option that would take advantage of the
economies of scale, simplify administration, and achieve a potentially higher yield than other available
programs. The TIP, administered by the Benton County Treasurer’s Office, is an external investment pool.

The County uses a variety of financial institutions to determine the fair value of securities purchased on
behalf of the County. A minimum of three quotes from brokers/dealers is used to determine the fair value
of the securities on that specified date. A quarterly analysis is prepared for the County by various financial
institutions. In 2015, the County Board of Commissioners contracted with FHN Financial Main Street
Advisors, LLC (“FHN”). FHN will make specific recommendations to the investment strategy and
investments, provide periodic review of internal controls, market analysis, portfolio analysis and
reporting. FHN will evaluate the County’s Investment Policy and Procedures and provide strategic
quarterly reports of the investment program as well as provide an annual onsite visit to review the
investment program and the market/economy for the fiscal year.

The County does not report any securities at amortized cost. All securities reported are disclosed using
the securities’ fair market value. Fair market value calculations are completed monthly with current
market prices added to the County’s investment software, Sympro, as provided by Bank of New York
Mellon, the County’s safekeeper. Quarterly fair market values are prepared by the County’s financial
advisor FHN, which are then compared to the values returned by our safekeeper.

The County measures and reports investments at fair value using the valuation input hierarchy established
by Generally Accepted Accounting Principles (GAAP), as follows:

o Level 1: Quoted prices in active markets for identical assets or liabilities

o Level 2: These are quoted market prices for similar assets or liabilities, quoted prices for
identical or similar assets or liabilities in markets that are not active, or other than quoted
prices that are not observable.

o Level 3: Unobservable inputs for an asset or liability.
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On December 31, 2022, the County had the following investments measured at fair value:

Note 5 Table A - Investments at Fair Value

Fair Value Measurements Using

Investments by Fair Value Level 1 Level 3
Level Fair Value Inputs Level 2 Inputs Inputs
U.S. Government and
Agency Securities $284,035,890 S - $284,035,890 S -
Total Debt Securities $284,035,890 S - $284,035,890 S -

As of December 31, 2022, the County had the following investments:

Note 5 Table B - Benton County Investments - All Funds
Weighted
Average Fair Value of
Maturity County's
Investment Type Years Investments Total
Federal Agricultural Mortgage Corporation 1.53 $ 43,047,720 S 43,047,720
Federal Farm Credit Bank 0.95 61,521,330 61,521,330
Federal Home Loan Bank 3.10 22,928,040 22,928,040
Federal Home Loan Mortgage Corporation 2.75 4,489,600 4,489,600
Federal National Mortgage Association 2.16 23,267,650 23,267,650
Treasuries 2.43 128,781,550 128,781,550
State Pool 1.00 88,338,119 88,338,119
Grand Total $372,374,009  $372,374,009

The amounts listed in the above table as the County’s investments (stated at market) also include idle
agency fund monies invested by the County upon which the County earns interest.

Interest Rate Risk

Interest rate risk is the risk that changes if interest rates will adversely affect the fair value of an
investment. In accordance with its investment policy, the County manages its exposure to the risk that
the market value of securities in the portfolio will fall due to changes in market interest rates by
structuring the investment portfolio so that securities mature to meet cash requirements for ongoing
operations, thereby avoiding the need to sell securities on the open market prior to maturity, and by
investing operating funds primarily in shorter-term securities. The policy also states that no single security
will be purchased with a maturity date of more than five years from the date of purchase without approval
of the Treasurer or Chief Deputy Treasurer.
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Credit Risk

Credit risk is the risk that an issuer or other counterparts to an investment will not fulfill its obligations.
The County investment policy minimizes its credit risk by limiting investments to selected types of
securities and pre-qualifying the financial institutions, broker/dealers, and intermediaries with which the
County will do business. Presented below is the minimum rating required by the state statute and the
actual rating as of the end of the year 2022 for each type of investment of which the Primary Government
participates.

Note 5 Table C - Credit Risk

Investment Type Minimum Rating* Year-End Rating*
Treasury and Agency Securities N/A N/R
Certificates of Deposit N/A N/A
State Local Government Investment Pool N/R N/R
Municipal Bonds AA2 N/A

*Ratings from Moody's

Management intends to hold the time deposits and securities until maturity. The portfolio will be
managed to meet the portfolio maturity, quality, diversification, and liquidity requirements set forth in
GASB 79 for external investment pools who wish to measure, for financial reporting purposes, all of its
investments at amortized cost. Other gains or losses on investments sold or exchanged are recognized at
the time transactions are completed.

With regard to the County’s voluntary participation in the Local Government Investment Pool (LGIP), all
investment transactions conducted by the County are done on a delivery versus payment (“DVP”) basis.
In accordance with RCW 43.250, the State Finance Committee provides oversight over the LGIP pool
portfolio. Other forms of oversight include the annual state and independent audits that the LGIP
undergoes. As a result of that extensive oversight, the LGIP publishes monthly, quarterly, and annual
reports that allow participants to stay abreast of LGIP issues and activity. Although not rated or registered,
the LGIP portfolio is managed in a manner generally consistent with SEC as spelled out in the LGIP
Investment Policy. Accordingly, participants’ balances in the LGIP have minimal interest rate risk, as the
weighted average maturity of the portfolio will not exceed 60 days. The credit risk of the LGIP is limited,
as most investments are either obligations of the US government; government sponsored enterprises, or
insured demand deposit accounts and certificates of deposit. The fair value of County shares in the LGIP
is dollar for dollar equal to the value of pool shares for withdrawals and deposits.
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External Investment Pool

The TIP is not registered with the U.S. Securities and Exchange Commission (the “SEC”) as an investment
company. Oversight is provided by the Finance Committee. In 2012 the Board of Commissioners, Finance
Committee and County Treasurer authorized the expansion of the Treasurer Investment Pool and with
that expansion, an alternative investment vehicle is available not only to the County, but also allows for
participation by other legally separate entities such as special districts and public agencies, for which the
County is ex officio Treasurer. Participation in the TIP by districts and agencies is voluntary, with a signed
Investment Service Agreement submitted to the Treasurer. Participants withdrawing one or more funds
completely from the TIP, wherein the value being redeemed equals or exceeds $10 million, must provide
ten (10) business days- notice prior to withdrawal. The County and districts are able take advantage of
higher yielding investment opportunities by combining purchasing power while maintaining the objectives
of safety, liquidity, and yield. The TIP has grown from four participants with 34 funds at its implementation
to 25 participants involving 119 funds in 2022. The TIP has been well received by all participants.

The following schedule shows the types of investments, the fair value, and the weighted average maturity
in years of the TIP as of December 31, 2022.

Note 5 Table B - Benton County Investments - All Funds
Weighted
Average Fair Value of
Maturity County's
Investment Type Years Investments Total
Federal Agricultural Mortgage Corporation 1.53 S 43,047,720 S 43,047,720
Federal Farm Credit Bank 0.95 61,521,330 61,521,330
Federal Home Loan Bank 3.10 22,928,040 22,928,040
Federal Home Loan Mortgage Corporation 2.75 4,489,600 4,489,600
Federal National Mortgage Association 2.16 23,267,650 23,267,650
Treasuries 2.43 128,781,550 128,781,550
State Pool 1.00 88,338,119 88,338,119
Grand Total $372,374,009  $372,374,009

Note 5 Table D - Benton County Treasurer's Investment Pool

Fair Market Principle Interest Rate
Investment Type Value Amount Range Maturity Range

Treasuries and Agencies  $284,035,890 $293,201,927  0.25% - 3.645% 1/17/2023 - 5/17/2027
State Pool 88,338,119 88,000,000 4.11% 12/31/2022
Total $372,374,009  $381,201,927 0.25% - 4/11% 1/17/2023 - 5/17/2027
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The Benton County Treasurer’s Investment Pool is comprised of United States Treasuries and Agency
securities and the Washington State LGIP investments. All securities are traded in active markets with
readily available market pricing, or in the case of the Washington LGIP, pricing is provided daily on the
State Treasurer’s website as well as the 12/31/2022 LGIP account statement. As the Benton County
Investment pool doesn’t contain securities that would have assumptions made regarding their fair market
value, additional value disclosures are not necessary.

The Washington LGIP does not have any legally binding guarantees of share values. The LGIP does not
impose liquidity fees or redemption gates on participant withdrawals. The Office of the State Treasurer
prepares a stand-alone LGIP financial report. A copy of the report is available from:

Office of the State Treasurer

PO Box 40200

Olympia, Washington 98504-0200, or at
http://www.tre.wa.gov.

Investments are recorded at fair value in accordance with GASB Statement No. 72, Fair Value
Measurement and Application. Realized gains and losses from investments will be credited or charged to
investment income at the time of sale. Pool participants are one hundred percent invested in the pool
with purchase and redemption calculated on average daily balances which is the same methodology for
reporting.

Benton County Treasurer's Investment Pool
Condensed Statement of Net Position
December 31, 2022
2022

ASSETS

Cash, Cash Equivalents and Pooled Investments S 372,374,009

Receivables -
Total Assets 372,374,009
LIABILITIES
Total Liabilities -
NET POSITION
Total Net Position Held in Trust for Pool Participants S 372,374,009
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Benton County Treasurer's Investment Pool
Condensed Statement of Changes in Net Position
December 31, 2022
2022
Total Net Position - Beginning S 399,292,712
Net Change in Investments by Pool Participants (27,018,703)
Total Net Position - Ending S 372,274,009

Custodial Credit Risk

Custodial credit risk for investments is the risk that, in the event of the failure of the counterparty to a
transaction, a government will not be able to recover the value of investment or collateral securities that
are in the possession of an outside party. County policy dictates that all investment instruments other
than non-negotiable certificates of deposit and monies placed with the LGIP are transacted on the delivery
versus payment basis. This means that payment is made simultaneously with the receipt of the security.
Securities are held in safekeeping in the County’s name by an institution (custodian) under contract with
the Treasurer. Currently, safekeeping is with Bank of New York Mellon.

Concentration of Credit Risk

Concentration of credit risk is the risk of loss attributed to the magnitude of the government’s investment
in a single issuer. The County’s Investment Policy minimizes concentration risk by diversifying the
investment portfolio so that the impact of potential losses from any one type of security or from any one
individual issuer will be minimized. The investment policy sets forth maximum concentration guidelines
whereby agency securities (combined) may comprise up to the following:

US Treasury Obligations 100%
Washington LGIP 100%
US Agency (Government-Sponsored Enterprises “GSE”) Securities 100%:
Federal Home Loan Bank 50%
Federal Farm Credit Bank 50%
Federal Home Loan Mortgage Corporation 50%
Federal National Mortgage Association 50%
Federal Agricultural Mortgage Corporation 50%
Bankers Acceptances (<360 days, A1/P1) 10%
Certificates of Deposit, including Bank Deposits 50%
Repos (<60 days) 20%
Registered Warrants 10%
Municipal GO Bonds (one of 3 highest ratings) 10%
Commercial Paper 20%
Supranational 20%
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Presented below are investments in any one issuer in which the Primary Government participated as of

December 31, 2022:

Note 5 Table E - Benton County Investment Concentration

Percent of Percent of
County Other
Investment Investments Districts Total
Federal Agricultural Mortgage Corporation 11.56% 0.00% 11.56%
Federal Farm Credit Bank 16.52% 0.00% 16.52%
Federal Home Loan Bank 6.16% 0.00% 6.16%
Federal Home Loan Mortgage Corporation 1.21% 0.00% 1.21%
Federal National Mortgage Association 6.25% 0.00% 6.25%
Treasuries 34.58% 0.00% 34.58%
State Pool 23.72% 0.00% 23.72%
Grand Total 100.00% 0.00% 100.00%
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Depreciation/amortization expense was charged to functions of the primary government as follows:

Governmental Activities:
Governmental Funds:

General Government S 3,857,214
Public Safety 863,384
Transportation 3,193,350
Natural and Economic Environment 123,405
Social Services 912,585
Culture and Recreation 271,131
Total Depreciation/Amortization - Governmental Funds S 9,221,069

Internal Service Funds:

General Government S 10,878
Transportation 839,876
Total Depreciation/Amortization - Internal Service Funds* S 850,754
Total Depreciation/Amortization - Governmental Activities $ 10,071,823

* The entire amount of depreciation/amortization expense of capital assets held by the County's
internal service funds has been allocated to the predominant function of that fund.

Note 7 - Pensions - State Sponsored (DRS) Plans

The following table represents the aggregate pension amounts for all plans for the year 2022:

Note 7 Table A - Aggregate Pension Amounts — All Plans
Pension Liabilities $(6,159,243)
Pension Assets 14,110,993
Deferred Outflows of Resources 12,741,758
Deferred Inflows of Resources (12,012,862)
Pension Expense/Expenditures $490,228
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State Sponsored Pension Plans

Substantially all county full-time and qualifying part-time employees participate in one of the following
statewide retirement systems administered by the Washington State Department of Retirement Systems,
under cost-sharing, multiple-employer public employee defined benefit and defined contribution
retirement plans. The state Legislature establishes, and amends, laws pertaining to the creation and
administration of all public retirement systems.

The Department of Retirement Systems (DRS), a department within the primary government of the State
of Washington, issues a publicly available annual comprehensive financial report (ACFR) that includes
financial statements and required supplementary information for each plan. The DRS ACFR may be
obtained by writing to:

Department of Retirement Systems
Communications Unit

P.O. Box 48380

Olympia, WA 98540-8380

Or the DRS ACFR may be downloaded from the DRS website at www.drs.wa.gov.
Public Employees’ Retirement System (PERS)

PERS members include elected officials; state employees; employees of the Supreme, Appeals and
Superior Courts; employees of the legislature; employees of district and municipal courts; employees of
local governments; and higher education employees not participating in higher education retirement
programs. PERS is comprised of three separate pension plans for membership purposes. PERS plans 1 and
2 are defined benefit plans, and PERS plan 3 is a defined benefit plan with a defined contribution
component.

PERS Plan 1 provides retirement, disability, and death benefits. Retirement benefits are determined as
two percent of the member’s average final compensation (AFC) times the member’s years of service. The
AFC is the average of the member’s 24 highest consecutive service months. Members are eligible for
retirement from active status at any age with at least 30 years of service, at age 55 with at least 25 years
of service, or at age 60 with at least five years of service. Members retiring from active status prior to the
age of 65 may receive actuarially reduced benefits. Retirement benefits are actuarially reduced to reflect
the choice of a survivor benefit. Other benefits include duty and non-duty disability payments, an optional
cost-of-living adjustment (COLA), and a one-time duty-related death benefit, if found eligible by the
Department of Labor and Industries. PERS 1 members were vested after the completion of five years of
eligible service. The plan was closed to new entrants on September 30, 1977.

Contributions
The PERS Plan 1 member contribution rate is established by State statute at 6%. The employer

contribution rate is developed by the Office of the State Actuary and includes an administrative expense
component that is currently set at 0.18 percent. Each biennium, the state Pension Funding Council adopts
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Plan 1 employer contribution rates. The PERS Plan 1 required contribution rates (expressed as a
percentage of covered payroll) for 2022 were as follows:

Note 7 Table B - PERS Plan 1

Actual Contribution Rates Employer Employee*
January — August 2022
PERS Plan 1 6.36% 6.00%
PERS Plan 1 UAAL** 3.71%
Administrative Fee 0.18%
Total 10.25% 6.00%

September — December 2022

PERS Plan 1 6.36% 6.00%
PERS Plan 1 UAAL** 3.85%
Administrative Fee 0.18%

Total 10.39% 6.00%

* For employees participating in JBM, the contribution rate
was 12.26%.
** Underfunded Actuarial Accrued Liability (UAAL)

PERS Plan 2/3 provides retirement, disability, and death benefits. Retirement benefits are determined as
two percent of the member’s average final compensation (AFC) times the member’s years of service for
Plan 2 and 1 percent of AFC for Plan 3. The AFC is the average of the member’s 60 highest-paid consecutive
service months. There is no cap on years of service credit. Members are eligible for retirement with a full
benefit at 65 with at least five years of service credit. Retirement before age 65 is considered an early
retirement. PERS Plan 2/3 members who have at least 20 years of service credit and are 55 years of age
or older, are eligible for early retirement with a benefit that is reduced by a factor that varies according
to age for each year before age 65. PERS Plan 2/3 members who have 30 or more years of service credit
and are at least 55 years old can retire under one of two provisions:

o With a benefit that is reduced by three percent for each year before age 65; or
o With a benefit that has a smaller (or no) reduction (depending on age) that imposes stricter
return-to-work rules.

PERS Plan 2/3 members hired on or after May 1, 2013 have the option to retire early by accepting a
reduction of five percent for each year of retirement before age 65. This option is available only to those
who are age 55 or older and have at least 30 years of service credit. PERS Plan 2/3 retirement benefits are
also actuarially reduced to reflect the choice of a survivor benefit. Other PERS Plan 2/3 benefits include
duty and non-duty disability payments, a cost-of-living allowance (based on the CPIl), capped at three
percent annually and a one-time duty related death benefit, if found eligible by the Department of Labor
and Industries. PERS 2 members are vested after completing five years of eligible service. Plan 3 members
are vested in the defined benefit portion of their plan after ten years of service; or after five years of
service if 12 months of that service are earned after age 44.
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PERS Plan 3 defined contribution benefits are totally dependent on employee contributions and
investment earnings on those contributions. PERS Plan 3 members choose their contribution rate upon
joining membership and have a chance to change rates upon changing employers. As established by
statute, Plan 3 required defined contribution rates are set at a minimum of 5 percent and escalate to 15
percent with a choice of six options. Employers do not contribute to the defined contribution benefits.
PERS Plan 3 members are immediately vested in the defined contribution portion of their plan.

Contributions

The PERS Plan 2/3 employer and employee contribution rates are developed by the Office of the State
Actuary to fully fund Plan 2 and the defined benefit portion of Plan 3. The Plan 2/3 employer rates include
a component to address the PERS Plan 1 UAAL and an administrative expense that is currently set at 0.18
percent. Each biennium, the state Pension Funding Council adopts Plan 2 employer and employee
contribution rates and Plan 3 contribution rates. The PERS Plan 2/3 required contribution rates (expressed
as a percentage of covered payroll) for 2022 were as follows:

Note 7 Table C - PERS Plan 2/3

Actual Contribution Rates Employer 2/3 Employee 2* Employee 3**
January — August 2022
PERS Plan 2/3 6.36% 6.36% Varies (5-15%)
PERS Plan 1 UAAL*** 3.71%
Administrative Fee 0.18%
Total 10.25% 6.36%
September — December 2022
PERS Plan 2/3 6.36% 6.36% Varies (5-15%)
PERS Plan 1 UAAL*** 3.85%
Administrative Fee 0.18%
Total 10.39% 6.36%

* For employees participating in JBM, the contribution rate was 15.90%.
** For employees participating in JBM, the minimum contribution rate was 7.50%
*** Underfunded Actuarial Accrued Liability (UAAL)

The county’s actual PERS plan contributions were $1,401,052 to PERS Plan 1 and $ 1,874,514 to PERS Plan
2/3 for the year ended December 31, 2022.
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Public Safety Employees’ Retirement System (PSERS)
PSERS Plan 2 was created by the 2004 Legislature and became effective July 1, 2006.
PSERS membership includes certain public employees whose jobs contain a high degree of physical risk to
their own personal safety. In addition to meeting strict statutory work requirements, membership is
further restricted to specific employers including:

o Certain State of Washington agencies (Department of Corrections, Department of Natural

Resources, Gambling Commission, Liquor and Cannabis Board, Parks and Recreation
Commission, and Washington State Patrol),

o Washington State Counties,
o Washington State Cities (except for Seattle, Spokane, and Tacoma),
o Correctional entities formed by PSERS employers under the Interlocal Cooperation Act.

PSERS Plan 2 provides retirement, disability and death benefits. Retirement benefits are determined as
2% of the AFC times the member’s years of service. The AFC is based on the member’s 60 consecutive
highest creditable months of service. Members are eligible for retirement at the age of 65 with five years
of service; or at the age of 60 with at least ten years of PSERS service credit; or at age 53 with 20 years of
service. Benefits are actuarially reduced for each year that the member’s age is less than 60 (with ten or
more service credit years in PSERS), or less than 65 (with fewer than ten service credit years). There is no
cap on years of service credit. Retirement before age 60 is considered an early retirement. PSERS members
who retire before turning 60 receive reduced benefits. If retirement is at age 53 or older with at least 20
years of service, a 3% per year reduction for each year between the age at retirement and age 60 applies.
PSERS Plan 2 retirement benefits are actuarially reduced if a survivor benefit is chosen. Other benefits
include a COLA, capped at 3% annually. PSERS Plan 2 members are vested after completing five years of
eligible service.

Contributions
The PSERS Plan 2 employer and employee contribution rates are developed by the Office of the State
Actuary to fully fund Plan 2. The rates are adopted by the Pension Funding Council and are subject to

change by the Legislature. The Plan 2 employer rates include components to address the PERS Plan 1
UAAL.
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The PSERS Plan 2 required contribution rates (expressed as a percentage of current year covered payroll)
for 2022 were as follows:

Note 7 Table D - PSERS Plan 2

Actual Contribution Rates Employer Employee
January — August 2022
PSERS Plan 2 6.50% 6.50%
PERS Plan 1 UAAL* 3.71%
Administrative Fee 0.18%
Total 10.39% 6.50%

September — December 2022

PSERS Plan 2 6.60% 6.60%
PERS Plan 1 UAAL* 3.85%
Administrative Fee 0.18%

Total 10.63% 6.60%

* Underfunded Actuarial Accrued Liability (UAAL)

The county’s actual plan contributions were $ 492,294 to PSERS Plan 2 and $ 1,401,052 to PERS Plan 1 for
the year ended December 31, 2022.

Law Enforcement Officers’ and Fire Fighters’ Retirement System (LEOFF)
LEOFF membership includes all full-time, fully compensated, local law enforcement commissioned
officers, firefighters, and as of July 24, 2005, emergency medical technicians. LEOFF is comprised of two

separate defined benefit plans.

LEOFF Plan 1 provides retirement, disability, and death benefits. Retirement benefits are determined per
year of service calculated as a percent of final average salary (FAS) as follows:

o 20+ years of service — 2.0% of FAS
o 10-19 years of service — 1.5% of FAS
o 5-9 years of service — 1% of FAS

The FAS is the basic monthly salary received at the time of retirement, provided a member has held the
same position or rank for 12 months preceding the date of retirement. Otherwise, it is the average of the
highest consecutive 24 months’ salary within the last ten years of service. Members are eligible for
retirement with five years of service at the age of 50. Other benefits include duty and non-duty disability
payments, a cost-of living adjustment (COLA), and a one-time duty-related death benefit, if found eligible
by the Department of Labor and Industries. LEOFF 1 members were vested after the completion of five
years of eligible service. The plan was closed to new entrants on September 30, 1977.
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Contributions

Starting on July 1, 2000, LEOFF Plan 1 employers and employees contribute zero percent, as long as the
plan remains fully funded. The LEOFF Plan | had no required employer or employee contributions for fiscal
year 2022. Employers paid only the administrative expense of 0.18 percent of covered payroll.

LEOFF Plan 2 provides retirement, disability, and death benefits. Retirement benefits are determined as
two percent of the final average salary (FAS) per year of service (the FAS is based on the highest
consecutive 60 months). Members are eligible for retirement with a full benefit at 53 with at least five
years of service credit. Members who retire prior to the age of 53 receive reduced benefits. If the member
has at least 20 years of service and is age 50, the reduction is three percent for each year prior to age 53.
Otherwise, the benefits are actuarially reduced for each year prior to age 53. LEOFF 2 retirement benefits
are also actuarially reduced to reflect the choice of a survivor benefit. Other benefits include duty and
non-duty disability payments, a cost-of-living allowance (based on the CPI), capped at three percent
annually and a one-time duty-related death benefit, if found eligible by the Department of Labor and
Industries. LEOFF 2 members are vested after the completion of five years of eligible service.

Contributions

The LEOFF Plan 2 employer and employee contribution rates are developed by the Office of the State
Actuary to fully fund Plan 2. The employer rate includes an administrative expense component set at 0.18
percent. Plan 2 employers and employees are required to pay at the level adopted by the LEOFF Plan 2
Retirement Board.

Effective July 1, 2017, when a LEOFF employer charges a fee or recovers costs for services rendered by a
LEOFF 2 member to a non-LEOFF employer, the LEOFF employer must cover both the employer and state
contributions on the LEOFF 2 basic salary earned for those services. The state contribution rate (expressed
as a percentage of covered payroll) was 3.41% in 2022.
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The LEOFF Plan 2 required contribution rates (expressed as a percentage of covered payroll) for 2022 were
as follows:

Note 7 Table E - LEOFF Plan 2

Actual Contribution Rates Employer Employee

January — December 2022
State and Local Governments 5.12% 8.53%
Administrative Fee 0.18%

Total 5.30% 8.53%
Ports and Universities 8.53% 8.53%
Administrative Fee 0.18%

Total 8.71% 8.53%

The county’s actual contributions to the plan were $ 390,396 for the year ended December 31, 2022.

The Legislature, by means of a special funding arrangement, appropriates money from the state General
Fund to supplement the current service liability and fund the prior service costs of Plan 2 in accordance
with the recommendations of the Pension Funding Council and the LEOFF Plan 2 Retirement Board. This
special funding situation is not mandated by the state constitution and could be changed by statute. For
the state fiscal year ending June 30, 2022, the state contributed $81,388,085 to LEOFF Plan 2. The amount
recognized by the county as its proportionate share of this amount is $ 209,978.

Actuarial Assumptions

The total pension liability (TPL) for each of the Department of Retirement Systems (DRS) plans was
determined using the most recent actuarial valuation completed in 2022 with a valuation date of June 30,
2021. The actuarial assumptions used in the valuation were based on the results of the Office of the State
Actuary’s (OSA) 2013-2018 Demographic Experience Study and the 2021 Economic Experience Study.

Additional assumptions for subsequent events and law changes are current as of the 2021 actuarial
valuation report. The TPL was calculated as of the valuation date and rolled forward to the measurement
date of June 30, 2022. Plan liabilities were rolled forward from June 30, 2021, to June 30, 2022, reflecting
each plan’s normal cost (using the entry-age cost method), assumed interest and actual benefit payments.

° Inflation: 2.75% total economic inflation; 3.25% salary inflation

o Salary increases: In addition to the base 3.25% salary inflation assumption, salaries are also
expected to grow by promotions and longevity.

° Investment rate of return: 7.0%

Mortality rates were developed using the Society of Actuaries’ Pub. H-2010 mortality rates, which vary by
member status, as the base table. The OSA applied age offsets for each system, as appropriate, to better
tailor the mortality rates to the demographics of each plan. OSA applied the long-term MP-2017
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generational improvement scale, also developed by the Society of Actuaries, to project mortality rates for
every year after the 2010 base table. Mortality rates are applied on a generational basis; meaning, each
member is assumed to receive additional mortality improvements in each future year throughout their
lifetime.

Methods did not change from the prior contribution rate setting June 30, 2019 Actuarial Valuation Report
(AVR), however OSA introduced a temporary method change to produce asset and liability measures for
the June 30, 2020 AVR. There were also the following assumption changes:

o OSA updated the Joint-and-Survivor Factors and Early Retirement Factors in the model. Those
factors are used to value benefits for early retirement and survivors of members that are
deceased prior to retirement. These factors match the administrative factors provided to DRS
for future implementation that reflect current demographic and economic assumptions.

o OSA updated the economic assumptions based on the 2021 action of the PFC and the LEOFF
Plan 2 Retirement Board. The investment return assumption was reduced from 7.5% (7.4%
for LEOFF 2) to 7.0%, and the salary growth assumption was lowered from 3.5% to 3.25%. This
action is a result of recommendations from OSA’s biennial economic experience study.

Discount Rate
The discount rate used to measure the total pension liability for all DRS plans was 7.0 percent.

To determine that rate, an asset sufficiency test was completed to test whether each pension plan’s
fiduciary net position was sufficient to make all projected future benefit payments for current plan
members. Based on OSA’s assumptions, the pension plans’ fiduciary net position was projected to be
available to make all projected future benefit payments of current plan members. Therefore, the long-
term expected rate of return of 7.0 percent was used to determine the total liability.

Long-Term Expected Rate of Return

The long-term expected rate of return on the DRS pension plan investments of 7.0 percent was
determined using a building-block-method. In selecting this assumption, the OSA reviewed the historical
experience data, considered the historical conditions that produced past annual investment returns, and
considered Capital Market Assumptions (CMA’s) and simulated expected investment returns provided by
the Washington State Investment Board (WSIB). The WSIB uses the CMA’s and their target asset allocation
to simulate future investment returns at various future times.
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Estimated Rates of Return by Asset Class

Best estimates of arithmetic real rates of return for each major asset class included in the pension plan’s
target asset allocation as of June 30, 2021 are summarized in the table below. The inflation component
used to create the table is 2.2 percent and represents the WSIB’s most recent long-term estimate of broad
economic inflation.

Note 7 Table F - Estimated Rates of Return by Asset Class
% Long-Term Expected Real Rate of Return
Asset Class Target Allocation Arithmetic
Fixed Income 20.00% 1.50%
Tangible Assets 7.00% 4.70%
Real Estate 18.00% 5.40%
Global Equity 32.00% 5.90%
Private Equity 23.00% 8.90%
Total 100.00%

Sensitivity of the Net Pension Liability/(Asset)

The table below presents the county’s proportionate share of the net pension liability calculated using the
discount rate of 7%, as well as what the county’s proportionate share of the net pension liability would
be if it were calculated using a discount rate that is 1-percentage point lower (6.%) or 1-percentage point
higher (8%) than the current rate.

Note 7 Table G - Sensitivity of the Net Pension Liability/(Asset)

Plans 1% Decrease (6%) Current Discount Rate (7%) 1% Increase (8%)
PERS 1 S 8,228,663 S 6,159,243 S 4,353,123
PERS 2/3 10,023,847 (8,511,875) (23,740,142)
PSERS 2 1,732,097 (727,212) (2,668,147)
LEOFF 1 (540,482) (616,752) (682,890)
LEOFF 2 $ (195,945) $ (4,255,154) $ (7,577,269)

Pension Plan Fiduciary Net Position

Detailed information about the State’s pension plans’ fiduciary net position is available in the separately
issued DRS financial report.
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Pension Liabilities (Assets), Pension Expense, and Deferred Outflows of Resources and Deferred Inflows
of Resources Related to Pensions

On June 30, 2022, the county’s reported its proportionate share of the net pension liabilities as follows:

Note 7 Table H - Benton County's Proportionate Share of the Net Pension Liabilities/(Assets)
Plan Asset (Liability)

PERS 1 $(6,159,243)

PERS 2/3 8,511,875

PSERS 2 727,212

LEOFF 1 616,752

LEOFF 2 $4,255,154

The amount of the asset reported above for LEOFF Plans 1 and 2 reflects a reduction for State pension
support provided to the county. The amount recognized by the county as its proportionate share of the

net pension asset, the related State support, and the total portion of the net pension asset that was
associated with the county were as follows:

Note 7 Table | - Benton County's Proportionate Share of the LEOFF Plans 1 and 2 Net Pension
Asset
LEOFF 1 Asset LEOFF 2 Asset
Employer’s proportionate share S (616,752) S (4,255,154)
State’s proportionate share of the net pension asset
associated with the employer (4,171,694) (2,756,396)
Total S (4,788,446) S (7,011,550)
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On June 30, the county’s proportionate share of the collective net pension liabilities was as follows:

Note 7 Table J - Benton County's Collective Net Pension Liabilities/Assets

Proportionate Share Proportionate Share Change in

Plan 6/30/21 6/30/22 Proportion
PERS 1 0.232% 0.221% -0.011%
PERS 2/3 0.233% 0.230% -0.003%
PSERS 2 1.035% 1.017% -0.017%
LEOFF 1 0.024% 0.022% -0.002%
LEOFF 2 0.173% 0.157% -0.016%

Employer contribution transmittals received and processed by the DRS for the fiscal year ended June 30,
2022 are used as the basis for determining each employer’s proportionate share of the collective pension
amounts reported by the DRS in the Schedules of Employer and Nonemployer Allocations for all plans
except LEOFF 1.

LEOFF Plan 1 allocation percentages are based on the total historical employer contributions to LEOFF 1
from 1971 through 2000 and the retirement benefit payments in fiscal year 2021. Historical data was
obtained from a 2011 study by the Office of the State Actuary (OSA). The state of Washington contributed
87.12 percent of LEOFF 1 employer contributions and all other employers contributed the remaining 12.88
percent of employer contributions. LEOFF 1 is fully funded and no further employer contributions have
been required since June 2000. If the plan becomes underfunded, funding of the remaining liability will
require new legislation. The allocation method the plan chose reflects the projected long-term
contribution effort based on historical data.

In fiscal year 2022, the state of Washington contributed 39 percent of LEOFF 2 employer contributions
pursuant to RCW 41.26.725 and all other employers contributed the remaining 61 percent of employer
contributions.

Pension Expense
For the year ended December 31, 2022, the county recognized pension expense as follows:

Note 7 Table K - Pension Expense
Plan Pension Expense
PERS 1 S 2,522,322
PERS 2/3 (3,027,439)
PSERS 2 193,911
LEOFF 1 27,588
LEOFF 2 773,845
Total S 490,227
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Note 8 — Postemployment Benefits Other Than Pensions
Aggregate OPEB Amounts
The following table represents the aggregate other postemployment benefits other than pension amounts

for the County’s single employer plan subject to the requirements of GASB Statement 75, Accounting and
Financial Reporting for Postemployment Benefits Other than Pensions for the year 2022:

Note 8 Table A - Aggregate OPEB Amounts - All Plans
OPEB Liabilities S 5,106,384
Deferred Outflows of Resources 143,064
OPEB Expenses/Expenditures S (613,517)
OPEB Plan Description
a. The county administers a single-employer Other Post Employment Benefit plan, which
provides all health insurance benefits for retired public safety employees who are vested in
LEOFF I.
b. All county LEOFF | employees may become eligible for these benefits if they reach normal

retirement age while working for the county. The county has used the alternative
measurement method permitted by GASB Statement 75.

c. There are eleven participants eligible to receive these benefits. There are currently no
members actively employed at the county who are not yet receiving LEOFF | medical benefits.
The County reimburses 100 percent of the amount of validated claims for medical and
hospitalization costs incurred by pre-Medicare retirees in order to meet state statutory
requirements under the LEOFF | system and provided pursuant to RCW 41.26, whereby the
county pays their medical and dental premiums and out-of-pocket medical costs for life. This
plan is closed to new entrants.
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Employees covered by benefit terms:

On December 31, 2022, the following were covered by the benefit terms:

Note 8 Table B - Employees Covered by Benefit Terms

Inactive employees or beneficiaries currently receiving benefits 11

Inactive employees entitled to but not yet receiving benefits -

Active employees -
Total 11

Contributions

d. The county has authority to establish and amend contribution requirements. The plan is
funded on a pay-as-you-go basis and there are no assets accumulated in a qualifying trust. For
the year ending December 31, 2022, benefit payments made by the county were $135,201.

Assumptions and Other Inputs

Actuarial Assumptions The actuarial valuations involve estimates of the value of reported amounts and
assumptions about the probability of events far into the future. Examples include assumptions about
retirement ages, mortality, and the healthcare cost trend. The actuarially determined amounts are subject
to continual revision as actual results are compared to past expectations and new estimates are made
about the future. The county’s total OPEB liability of $5,106,384 was measured as of June 30, 2022 with
a valuation date of June 30, 2022. The alternative method permitted under GASB 75 was used to calculate
the liability instead of an actuarial valuation. The entry age normal actuarial cost method and the
recognized immediately amortization method were used in this calculation. There are no assets in this
plan, therefore, no asset valuation method was used.

The total OPEB liability was determined using the following actuarial assumptions and other inputs,
applied to all periods included in the measurement period, unless otherwise specified:

o Inflation: 3.0% total economic inflation
o Discount Rate: 2.167% beginning of measurement year, 3.54% end of measurement year
o Healthcare cost trend rate: for medical costs, approximately 5.0%, varies by year; for long-

term care, 4.5%; Medicare Part B premiums varies by year, approximately 5.5%.

The source of the discount rate is the Bond Buyer General Obligation 20- Bond Municipal Index. Mortality
rates were based on the RP-2000 report’s “+1 year Healthy Table” and “-2 years Disabled Table” published
by the Society of Actuaries. The Washington State Actuary applied offsets to the base table and recognized
future improvements in mortality by projecting the mortality rates using 100 percent Scale BB. The Age
Setback was based on the Blended 50%/50% Healthy/Disabled table. Mortality rates are applied on a
generational basis; meaning, each member is assumed to receive additional mortality improvements in
each future year throughout his or her lifetime. Medicare participation is assumed at 100%.
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Sensitivity of the Total OPEB Liability

The following table presents the total OPEB liability of the County calculated using the current healthcare
cost trend rate of 6.8 percent, as well as what the OPEB liability would be if it were calculated using a
discount rate that is 1-percentage point lower (5.8 percent) or 1-percentage point higher (7.8 percent)
that the current rate.

Note 8 Table C - Sensitivity of the Total OPEB Liability to Changes in the Health Care Cost
Trend Rates

1% Decrease Current Healthcare Cost Trend Rate 1% Increase
(5.8%) (6.8%) (7.8%)
Total OPEB Liability $ 4,660,328 S 5,106,384  $5,615,328

The following table presents the total OPEB liability of the County calculated using the discount rate of
3.54 percent, as well as what the OPEB liability would be if it were calculated using a discount rate that is
1-percentage point lower (2.54 percent) or 1-percentage point higher (4.54 percent) that the current rate.

Note 8 Table D - Sensitivity of the Total OPEB Liability to Changes in the Discount Rate

1% Decrease Current Discount Rate 1% Increase
(2.54%) (3.54%) (4.54%)
Total OPEB Liability S 5,650,566 S 5,106,384 S 4,640,319

Changes in the Total OPEB Liability

Note 8 Table E - Changes in the Total OPEB Liability
Total OPEB Liability at 01/01/2022 S 5,999,302
Service cost -
Interest 126,584
Changes in Experience Data and Assumptions (740,101)
Benefit payments (279,401)
Total OPEB Liability at 12/31/2022 S 5,106,384

On December 31, 2022, the county reported deferred outflows of resources only for deferred outflows
subsequent to the measurement date in the amount of $143,064. This will be recognized as expense in
the period ending December 31, 2023. Other changes in the total OPEB liability will be expensed
immediately.

Page 125



Benton County, Washington
Notes to the Financial Statements
For the Year Ended December 31, 2022

Note 9 — Deferred Compensation Plan

The County maintains an Internal Revenue Code (IRC) Section 457 plan for all permanent employees.
Section 457 requires that the assets and income of the plans be held in trust for the exclusive benefit of
participants and their beneficiaries. Monthly contributions to the plan are deducted from the wages of
employees who choose to participate as prescribed by federal law and regulations. The contributions are
deposited with a third party in the County's name and in trust on behalf of the County’s employees. The
County has little administrative involvement and does not perform investing functions for this plan,
therefore, this plan is not shown in the County’s financial statements.

In January 2019 the County began matching contributions for the members of the Deputy Sheriff’s Guild.
The County will match employee contributions up to 2.50% of the employee’s base wage into the County
sponsored International City/County Management Association (ICMA) 457 plan. Beginning December
2022, the County provides an additional 1% employer contribution to ICMA for deputies.

In April 2021 the County began matching contributions for the members of the Fraternal Order of Police,
representing Corrections Lieutenants. The County will match employee contributions up to 2.0% of the
employee’s base wage into the County sponsored International City/County Management Association
(ICMA) 457 plan.

The County recognized $111,009 in contribution expense for 2022. The year-end liability for the employer
contributions is $13,969.

Note 10 - Risk Management

The County maintains insurance against most normal hazards, except for workers' compensation and
unemployment, where it has elected to become self-insured. The County is required by the State to set
aside for protection, to the Workers' Compensation Fund, $100,000 in cash reserves. Workers'
Compensation Fund reserves, on December 31, 2022, were $3,575,779.

A. Risk Pool

Benton County is a participating member of the Washington Counties Risk Pool (WCRP). Chapter 48.62
RCW authorizes the governing body of one or more governmental entities to join together for the joint
purchasing of insurance, and/or joint self-insuring, and/or joint hiring or contracting for risk management
services to the same extent that they may individually purchase insurance, self-insure, or hire or contract
for risk management services.

An agreement to form a pooling arrangement was made pursuant to the provisions of Chapter 39.34 RCW,
the Interlocal Cooperation Act. The Pool was formed in August of 1988 when 15 counties in the state of
Washington joined together by signing an Interlocal Governmental Agreement to pool their self-insured
losses and jointly purchase insurance and administrative services. As of December 31, 2021, 24 counties
participate in the WCRP.

The Pool allows members to jointly establish a plan of self-insurance, and provides related services, such
as risk management, education, and claims administration. The Pool’s liability program provides coverage
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for general liability, public officials liability, police professional liability, employment practices liability, and
automobile liability. WCRP provides liability limits of $20,000,000 and currently retains $2,000,000 million
per occurrence. County deductibles range from $10,000 to $500,000. Reinsurance is purchased in several
layers up to the policy limits of $10,000,000. Members may purchase an optional $5,000,000 excess of
$20,000,000 layer of coverage. Allocated Loss Adjustment Expense (ALAE) is combined with losses for
purposes of the Pool retention, excess insurance, and deductibles. For losses occurring in 2021, Benton
County selected a per-occurrence deductible of $100,000.

Members make an annual contribution to fund the Pool. The Pool acquires excess and reinsurance for
further protection from larger losses. For the first $10,000,000 of coverage, the Pool acquires reinsurance.
The reinsurance agreements are written with Self-Insured Retentions (“SIRs”) equal to the amount of the
layer of coverage below. For 2020-21, the Pool’s SIR was $2,000,000. For certain years prior to 2019,
reinsurance programs have included “corridor deductibles” with aggregated stop losses which have the
effect of increasing the Pool’s SIR. For 2018-19, the “corridor” increased the SIR to $2,000,000, with losses
between $1,000,000 and $2,000,000 having an annual aggregated stop loss of $2,500,000. The other
reinsurance agreements respond up to the applicable policy limits and the agreements contain aggregate
limits for the maximum annual reimbursements to the Pool of $30,000,000 (lowest reinsured layer), S50
million, (second layer). The Pool purchases excess coverage for the additional $10,000,000 with an
aggregate limit of $100,000,000. Since the Pool is a cooperative program, there is a joint liability among
the participating members. Sixteen of the Pool’s 24 member counties group purchase an additional
$5,000,000 policy in excess of the pooled $20,000,000.

New members may be asked to pay modest fees to cover the costs to analyze their loss data and risk
profiles, and for their proportional shares of the entry year’s assessments. New members contract under
the Interlocal Agreement to remain in the Pool for at least five years. Following its initial 60-month term,
any member may terminate its membership at the conclusion of any Pool fiscal year, provided the county
timely files the required advance written notice. Otherwise, the Interlocal Agreement and membership
automatically renews for another year. Even after termination, former members remain responsible for
reassessments by the Pool for the members’ proportional shares of any unresolved, unreported, and in-
process claims for the periods that the former members were signatories to the Interlocal Agreement.

The Pool is fully funded by its member participants. Claims are filed directly with the Pool by members
and adjusted by one of the four staff members responsible for evaluating each claim for coverage,
establishing reserves, and investigating for any risk-shared liability. The Pool does not contract with any
third-party administrators for claims adjustment or loss prevention services.

During 2020-21, Benton County was also one of twenty-six (26) counties which participated in the
Washington Counties Property Program (WCPP). Two members withdrew from the WCRP during the
2020-21 Fiscal Year. Property losses are covered under the WCPP to the participating counties’ buildings
and contents, vehicles, mobile/contractor equipment, Electronic Data Processing (EDP) and
communication equipment, etc. that have been scheduled. The WCPP includes ‘All Other Perils (“AOP”)’
coverage limits of $500 million per occurrence as well as Flood and Earthquake (catastrophe) coverages
with separate occurrence limits, each being $200 million. There are no AOP annual aggregate limits, but
the flood and earthquake coverages include annual aggregate limits of $200 million each. Each
participating county is solely responsible for paying their selected deductible, ranging between $5,000
and $50,000. Higher deductibles apply to losses resulting from catastrophe-type losses.
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Benton County also participates in the jointly purchased cyber risk and security coverage from a highly
rated commercial insurer. This group-purchased cyber coverage provides limits of $2,000,000 per claim
and $10,000,000 in the aggregate. For 2021, the Pool’s SIR for cyber claims was $100,000 from January 1
through September 30 and was $250,000 from October 1 through December 31, with Benton County
having no deductible.

The Pool is governed by a board of directors which is comprised of one designated representative from
each participating member. The Board of Directors generally meets three-times each year with the Annual
Meeting of the Pool being held in summer. The Board approves the extent of risk-sharing, approves the
Pool’s self-insuring coverage documents, approves the selection of reinsurance and excess agreements,
and approves the Pool’s annual operating budget.

An 11-member executive committee is elected by and from the WCRP Board for staggered, 3-year terms.
Authority has been delegated to the Committee by the Board of Directors to,
a) approve all disbursements and review the Pool’s financial health,
b) approve case settlements exceeding the applicable member’s deductible by at least $100,000,
c) to authorize by two-thirds majority vote commencement of lawsuits in the name of the Pool.

During 2020-21, the WCRP’s assets decreased to $53,351,913 while its liabilities also decreased to
$27,509,338. The Pool’s net position ended at $26,624,589. The Pool more than satisfies the State Risk
Manager’s solvency requirements (WAC 200.100.03001). The Pool is a cooperative program with joint
liability amongst its participating members.

Deficits of the Pool resulting from any fiscal year are financed by reassessments of the deficient year’s
membership in proportion with the initially levied and collected deposit assessments. The Pool’s
reassessments receivable balance as of December 31, 2021, was zero ($0). As such, there were no known
contingent liabilities at that time for disclosure by the member counties.

Note 11 — Unpaid Claims Liabilities

Benton County maintains insurance coverage for the following: General liability, auto liability, property
damage, excess workers' compensation and employers' liability, surety bonds, and employee dishonesty.
These coverages insure against most normal hazards such as torts; theft of, damage to, and destruction
of assets; errors and omissions; and natural disasters.

Claims settlements and loss expenses are accrued in the Insurance Management Fund. This fund is
responsible for collecting interfund premiums from insured funds and departments, and for purchasing
insurance policies, and claim settlements. Every two years, Benton County has an actuarial review of the
liability program that determines the interfund premiums to be allocated to each department. The
interfund assessments are based on total budget dollars, worker hours and vehicle counts, as well as the
loss history of each department. Claims settlements have not exceeded insurance coverage during the
past three years.
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Benton County maintains reserves at a funding confidence level as recommended by the actuary. The
reserves are sufficient to cover estimated future payments on claims incurred and/or outstanding as of
the year-end.

Reconciliation of Claims Liability
o Unemployment Compensation. Benton County reimburses the Employment Security

Department for individual unemployment compensation claims. The County pays actual
claims on a pay-as-you-go basis.

Note 11 Table A - Unpaid Claims Liabilities Unemployment Compensation
Claims Liability at 12/31/2020 S -
Claims Incurred 41,395
Claims Paid (41,395)
Claims Liability at 12/31/2021 -
Claims Incurred 96,003
Claims Paid (96,003)
Claims Liability at 12/31/2022 S -
o Workers’ Compensation. Benton County reimburses the Employment Security Department

for individual unemployment compensation claims. The County pays actual claims on a pay-
as-you-go basis.

Note 11 Table B - Unpaid Claims Liabilities - Workers' Compensation
Claims Liability at 12/31/2020 S 501,545
Claims Incurred 1,184,843
Claims Paid (703,687)
Claims Adjustments -
Claims Liability at 12/31/2021 982,701
Claims Incurred 628,800
Claims Paid (805,722)
Claims Adjustments (9,394)
Prior Year Correction (429,792)
Claims Liability at 12/31/2022 S 366,593
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Note 12 - Leases (Lessors)

County as Lessor Revenue

As of December 31, 2022, the County has three lease receivables in which it is acting as Lessor. Under
GASB 87, the County’s incremental borrowing rate was used to determine the PV of all future lease
payments. All funds record lessee receivables on the fund level Statement of Net Position (Balance Sheet

for the governmental funds) and are rolled into the government-wide Statement of Net Position.

As of December 31, 2022, future lease receivable principal and interest payments are as follows:

Note 12 Table A - County as Lessor Revenue Principal and Interest to Maturity
Year Ended December 31 Principal Interest Total
2023 S 13,114 S 4,149 $ 17,263
2024 3,104 3,847 6,951
2025 3,503 3,641 7,144
2026 3,935 3,409 7,344
2027 4,279 2,770 7,049
2028 - 2032 37,537 9,427 46,964
Total S 65,472 S 27,243 $ 92,715
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Note 13 - Leases (Lessees)

County as Lessee Expense

The County is committed under various leases for office space and office equipment (postage machines
and copiers). Proprietary funds record lessee leases on the fund level Statement of Net Position and are
rolled into the government-wide one. Governmental funds show lessee leases in the government-wide
Statement of Net Position governmental activities only.

The present value of the leases is calculated based on the County’s incremental borrowing rate and
compared to the County’s capitalization threshold of $5,000. The lease must have a present value of at
least $5,000 and the lease must be longer than one year including possible extension(s). As December 31,
2022, the county has nineteen lessee financing leases in which it is acting as Lessee that meet these

criteria. Leases which do not meet the criteria are expensed.

The right-to-use (RTU) intangible capital assets associated with the lessee leases comprise office space

and office equipment:

As of December 31, 2022, the principal and interest requirements to maturity are as follows:

Note 13 Table A - County as Lessee Expense Principal and Interest to Maturity
Year Ended December 31 Principal Interest Total

2023 $179,381 S 40,852 $220,233
2024 169,275 30,226 199,501
2025 134,759 20,527 155,286
2026 123,058 12,624 135,682
2027 121,724 4,670 126,394
2028 - 2032 8,337 46 8,383

Total $ 736,534 $ 108,945 S 845,479
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Note 14 — Long-Term Debt
A. Long-Term Debt

The County issues general obligation bonds to finance the purchase of land and the acquisition or
construction of buildings. Bond premiums and discounts, as well as issuance costs, are deferred and
amortized over the life of the bonds. General obligation bonds are being repaid from the applicable
resources using debt service funds.

These bonds are subject to Federal arbitrage regulations. Benton County has contracted with Arbitrage
Compliance Specialists, Inc., to perform periodic arbitrage rebate calculations on the County’s long-term
debt. The latest report, dated January 5, 2022, determined that there were no requirements to report
anything to the IRS as of that date.

On July 22, 2021, Benton County issued a $3,885,000 Limited Tax General Obligation Refunding Bond to
refinance the 2018 Limited Tax General Obligation Refunding Bond. This bond has a variable interest rate
of 3.0% to 4.0% with maturity in December 2031. The principal outstanding on December 31, 2022, is
$3,230,000.

The annual requirements to amortize outstanding debt including interest, are as follows:

Note 14 Table A - Annual Requirements to Amortize Outstanding Debt, Including Interest
Benton Franklin
Health District Consolidated Road Public Works Total Debt
Years Center Refunding Improvement District 2016 Trust Fund Loan Payments
2023 S 430,350 S 67,318 S 199,726 S 697,394
2024 435,900 65,379 198,737 700,016
2025 436,000 63,365 - 499,365
2026 432,400 61,390 - 493,790
2027 426,900 59,415 - 486,315
2028 -
2032 1,679,200 165,184 - 1,844,384
Total S 3,840,750 S 482,051 S 398,463 54,721,264

General Obligation bonds currently outstanding are as follows:

Note 14 Table B - General Obligation Bonds Currently Outstanding

Purpose Interest Rate Amount
Benton Franklin Health District Center (Refunded 2021) Variable 3% to 4% $3,230,000
Total $3,230,000
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The annual debt service requirements to maturity for general obligation bonds are as follows:

Note 14 Table C - Annual Debt Service Requirements to Maturity for General Obligation Bonds
Governmental Activities
Year Ending December 31 Principal Interest Total
2023 S 315,000 S 115,350 S 430,350
2024 330,000 105,900 435,900
2025 340,000 96,000 436,000
2026 350,000 82,400 432,400
2027 355,000 71,900 426,900
2028-2031 1,150,000 139,200 1,289,200
Totals S 2,840,000 S 610,750 S 3,450,750

On December 31, 2022, the County has $298,813 available in Debt Service funds to service the general
obligation bonded debt.

The County is meeting debt service requirements. The County has sufficient assets in a variety of different
funds to meet current and future debt service payments. On December 31, 2022, the County had $650,739
available in reserve in governmental debt service funds to service general obligation and assessment debt.
The County’s general obligation debt, as noted above, will be funded by cash balances and future revenue
streams.

Under Washington State law RCW 39.36.020, a County may incur general obligation debt for general
County purposes, with or without a vote, in an amount not to exceed two and one-half percent of the
value of all taxable property within the County. State law requires all property to be assessed at 100
percent of its true and fair value. The County is limited to a non-voted debt capacity of one and one-half
percent and a voted debt capacity of two and one-half percent of the assessed valuation. The County's
legal non-voted debt limit is $355,109,620 with $351,569,620 still available. The legal voted debt limit
with 3/5 vote is $591,849,370 with $588,309,370 still available.

B. Special Assessment Bonds

On May 1, 2003, Benton County issued $382,995 in Special Assessment bonds payable by levy against real
property in the County’s Road Improvement District (CRID) numbers 11 and 12. This CRID was paid off in
May 2018. There remains $294 in delinquent special assessment receivables on December 31, 2022.

On December 31, 2005, Benton County issued $899,598 in Special Assessment bonds payable by levy
against real property in the County’s Road Improvement District numbers 15 and 16. This CRID was paid
off in 2017. There remains $3,448 in delinquent special assessment receivables on December 31, 2022.

On August 23, 2016, Benton County issued $713,724 in Special Assessment bonds payable by levy against
real property in the County’s Road Improvement District number 21. These bonds bear an interest rate of
3.80% and reach maturity in the year 2031. The principal outstanding on December 31, 2016, is $773,373.
There was $14,259 in delinquent special assessment receivables on December 31, 2022.
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Debt service requirements for special assessment bonds will be met by the collection of assessment
receivable that have been levied against property owners. Benton County has established a CRID
Guaranty fund whereby the County will cover expenses if the property owners do not pay the assessments
necessary to finance the debt. The County will recover all funds spent in this manner, as the assessments
are liens against the property and subject to foreclosure.

Note 14 Table D - Annual Debt Service Requirements to Maturity for Special Assessment
Bonds
Governmental Activities

Year Ending December 31 Principal Interest Total

2023 S 51,558 S 15,760 S 67,318

2024 51,557 13,822 65,379

2025 51,557 11,808 63,365

2026 51,557 9,832 61,389

2027 51,558 7,857 59,415

2028-2031 153,453 11,731 165,184
Totals S 411,240 S 70,810 S 482,050

C. Advance Due to Other Governments

On June 28, 1985, Benton County entered into a contract with the Washington State Department of Social
and Health Services (DSHS) and began receiving funding to be used as working advances for specific client
services. The current amount of the advance is $210,887. The contract has been renewed every two
years since it was first signed. Since its inception, the contract with DSHS has required that the County
“shall record” these advances as “Long-Term Payables in its financial records”. The County has complied
with this requirement and listed them in the governmental balance sheets for the Human Services Special
Revenue Fund and on the combining Balance Sheet for Governmental Funds as “Due to Other
Governmental Units”. The County recognizes that this is a departure from GAAP but has chosen to
continue presenting the advances in this manner since the amount is not material and presenting them
in this format meets the specific contractual requirement mandated by the DSHS.

OnJuly 16, 2007, Benton County accepted the first draw on a loan from the Washington State Department
of Community Trade and Economic Development in the amount of $1,462,500. On July 24, 2008, a second
draw of $812,500 was accepted by Benton County and on December 29, 2008, an additional draw of
$812,500 was accepted. The final draw was completed on March 31, 2009, in the amount of $162,500
bringing the total to $3,250,000. This loan was for the development of the 1-82 to SR397 Intertie Project.
The loan has a low-interest rate of 0.50% and the repayment term is approximately 20 years from
completion of the project.

The completion of the Intertie Road in 2008 resulted in a route jurisdictional transfer of the road to the

state that was signed by the Governor and became effective July 26, 2009. Benton County remains
accountable for the loan.
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Public Works Trust Fund Loan debt service requirements to maturity are as follows:

Note 14 Table E - Annual Debt Service Requirements to Maturity for Public Works Trust Fund

Loan
Governmental Activities
Year Ending December 31 Principal Interest Total
2023 $197,748 $1,978 $199,726
2024 197,748 989 198,737
Totals $ 395,496 $ 2,967 $ 398,463
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Note 16 — Restricted Component of Net Position

The government-wide statement of net position reports $125,391,108 (restricted net position), all of
which is restricted by enabling legislation.

Note 17 - Interfund Balances and Transfers
A. Interfund Balances
Interfund transactions are classified as follows:
1. Transactions that would be treated as revenues, expenditures, or expenses if they involved
external organizations, such as buying goods and services or payment in lieu of taxes, are

similarly treated when they involve other funds of the County.

2. Transfers to support the operations of other funds are recorded as "Transfers" and classified
with "Other Financing Sources or Uses".

Interfund balances at December 31, 2022, were as follows:
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Note 18 — Property Tax

The County Treasurer acts as an agent to collect property taxes levied in the County for all taxing
authorities. Collections are distributed daily.

Property taxes are levied and become an enforceable lien against properties upon certification, with
collection beginning after the Treasurer has completed the tax roll for the current year’s collection and
provided the notification required. They may be paid in two installments—one half by April 30 and the
second half by October 31. Interest is charged at the rate of 12% per annum, computed on a monthly
basis from date of delinquency, until paid. A penalty of 3% of total delinquent tax is added on June 1 and
an additional penalty of 8% is added December 1. On January 1, the assessed value of property is
established for the next year’s levy at 100% of market value.

Property taxes are recorded as a receivable and revenue when levied. Property tax collected in advance
of the fiscal year to which it applies is recorded as a deferred inflow and recognized as revenue of the
period to which it applies. The balance of taxes receivable includes related interest and penalties. No
allowance for uncollectible taxes is established because delinquent taxes are considered fully collectible
by lien foreclosure. Prior year tax levies were recorded using the same principal, and delinquent taxes are
evaluated annually.

The County may levy up to $1.80 per $1,000 of assessed valuation for general governmental services,
subject to three limitations:

o Washington State law, RCW 84.55.010, limits the growth of regular property taxes to the
lesser rate of the implicit price deflator per year or 1%, excluding new construction,
improvements to property, any increase in the value of state assessed property, and newly
constructed wind turbines, solar, biomass and geothermal facilities.

o RCW Chapter 84.52 establishes a limitation on the levies for ports, public utilities, state
schools, emergency medical services, counties, roads, cities, and towns. Counties, roads,
cities, towns, and all other regular levies are proportionately reduced if a composite rate of
$5.90 per thousand is exceeded. Levies not subject to the $5.90 Aggregate Limit: State, Ports,
Public Utility Districts, Emergency Medical Services, Affordable Housing, Conservation
Futures, County Ferry Districts, Criminal Justice, and County Transit.

o The Washington State Constitution limits the total regular property taxes to 1% of assessed
valuation or $10 per $1,000 of value. If the taxes of all districts exceed this amount, each is
proportionately reduced until the total is at or below the 1% limit. Exceptions include port
districts and public utility districts.
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For 2022, the County levied the following property taxes:

Note 18 Table A - Benton County Property Taxes Levied
Purpose of Levy Per $1,000 Levy Amount
General Government ¥ S 0.98 $ 25,011,052
County Roads (® 1.30 7,227,717
Human Services ™ 0.03 641,201
Veterans' Assistance 0.01 288,541
Total S 2.31 S 33,168,511

W Assessed value of $25,648,055,494
) Assessed value of $5,548,785,825

Note 19 — Tax Abatement

The State of Washington has several tax abatements. The information provided by Washington State is
based upon calendar 2021 as a proxy for fiscal year 2022. The State Department of Revenue provides this
information. There are three programs which affect Benton County sales and use tax received. RCW
82.32.585(4) prohibits disclosure of information by jurisdiction when there are less than three taxpayers
within a county.

The High Unemployment Deferral for Manufacturing Facilities exemption under RCW 82.60 is intended to
promote economic stimulation and new employment opportunities in distress areas. The tax abated for
this program cannot be disclosed.

The High Technology sales and use tax deferral program under RCW 82.63, which was available to entities
that qualified to start new research and development or pilot scale manufacturing operations, or expand
or diversify a current operation by expanding, renovating, or equipping an existing facility anywhere in
Washington. The tax abated for this program cannot be disclosed.

RCW 84.36.255 authorizes the State Department of Revenue through Benton County to provide property
tax abatements through Habitat and Water Quality Improvements. All improvements to real and personal
property that benefit fish and wildlife habitat, water quality, or water quantity are exempt from taxation
if the improvements are included under a written conservation plan approved by a conservation district.
The conservation districts must cooperate with the federal natural resource conservation service, other
conservation districts, the department of ecology, the department of fish and wildlife, and nonprofit
organizations to assist landowners by working with them to obtain approved conservation plans. For the
fiscal year ended December 31, 2021, the Habitat and Water Quality Improvement, tax abatements were
$875. The State Department of Revenue provided this data.
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Note 20 - Joint Ventures

Note 20 Table A - Joint Ventures
Joint Venture 2022 2021 Change
800 MHz Radio S 1,260,684 $ 1,482,753 $(222,069)
Benton County Emergency Management (BCEM) 36,003 25,057 10,946
Bi-County Police Information Network (BI-PIN) 1,860,949 1,773,590 87,359
Metro Drug Forfeiture Fund (Metro) 113,494 84,381 29,113
Microwave 54,078 52,310 1,768
Southeast Communications Center (SECOMM) 1,170,027 1,166,064 3,963
Total S 4,495,235 S 4,584,155 S (88,920)

A. Benton County Emergency Services (BCES)

BCES was formed January 1, 1997 through an interlocal agreement entered into by the Cities of Richland,
Kennewick, West Richland, Benton City and Prosser as well as Benton County. A second amended and
restated interlocal agreement was made and entered into by and between the following entities: Benton
County, Franklin County, the Cities of Kennewick, Richland, West Richland, Prosser, Benton City, and
Pasco, Benton County Fire Protection Districts, and the Public Utility District #1 of Benton County. An
Executive Board oversees the operations of BCES and consists of the City Managers (or designee) from
the Cities of Kennewick, Pasco and Richland, City Administrators from Prosser and West Richland, a
Council member from Benton City, a Benton County Commissioner, a Franklin County Commissioner, and
a single representative collectively representing Benton County Fire Protection Districts. The City of
Richland serves as the operating jurisdiction providing all the necessary administrative support services
and reporting for BCES. The total amount paid by BCES in 2022 for these services was $520,987. No
distributions of income to the City are expected since charges are assessed only to recover anticipated
expenses.

BCES is comprised of four funds, Southeast Communications (SECOMM), 800 MHz Radio, Microwave, and
Benton County Emergency Management (BCEM).

1. 800 MHz Radio

The 800 MHz Radio Project fund provides communication infrastructure and technology for the
dispatching of public safety agencies throughout Benton County. The Cities of Kennewick, Richland, and
Benton County each owns a share of 800 MHz’s net assets. User agencies are Benton County’s Sheriff
Office, Jail, Juvenile Justice Center, Public Utility District, and Animal Control; the Cities of Richland,
Kennewick, Prosser, Pasco, and West Richland, as well as PNNL, DEA, and the Areva Corporation. Radios
are charged an annual fee per radio to generate the funds to maintain and upgrade the system. Benton
County’s equity interest in 800 MHz as of December 31, 2022 was $1,260,684, which is reported as an
asset in the government-wide Statement of Net Position. The change in equity is reflected in Public Safety
under the government-wide Statement of Activities. Upon dissolution of the Interlocal Agreement, the
net position will be shared equitably among the participants.
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2. Benton County Emergency Management (BCEM)

Benton County Emergency Management provides disaster response planning, exercise coordination,
response assistance and disaster recovery for Benton County and its political subdivisions per RCW 38.52.
Four grant programs fund BCEM: Radiological Emergency Preparedness, DOE Emergency Preparedness,
State Homeland Security Program and Emergency Management Program. The six (6) participating
jurisdictions of the Cities of Richland, Kennewick, West Richland, Benton City and Prosser as well as Benton
County participate in the grant programs through the Interlocal Agreement for Emergency Management.
Financial position is allocated based on equal shares of a predetermined basic charge and a variable charge
calculated using population percentages and assessed valuations. Benton County’s equity interest in
BCEM as of December 31, 2022 was $36,003, which is reported as an asset in the government-wide
Statement of Net Assets. The change in equity is reflected under Public Safety in the government-wide
Statement of Activities. Upon dissolution of the Interlocal Agreement, the net assets will be shared
equitably among the participants.

3. Microwave

The microwave system is accounted for separately within its own fund and the user groups are charged a
portion of costs based on number of circuits utilized. The Cities of Kennewick, Richland, and Benton
County each owns an equal share of Microwave’s net assets. Benton County’s equity interest in
Microwave as of December 31, 2022 was $54,078, which is reported as an asset in the government-wide
Statement of Net Position. The change in equity is reflected in Public Safety under the government-wide
Statement of Activities. Upon dissolution of the Interlocal Agreement, the net position will be shared
equitably among the participants.

4. Southeast Communications Center (SECOMM)

The Southeast Communications Center provides public safety communications services to the Cities of
Kennewick, Richland, Pasco and the Counties of Benton and Franklin. Each owns an equal share of
SECOMM'’s net assets. Financial participation is allocated among the five participants based on equal
shares of capital expenses, predetermined fixed costs, direct costs, and percentages of use. SECOMM also
provides service through contracts to the Cities of West Richland and Prosser, Connell and the Benton and
Franklin County Fire Protection Districts, Port of Pasco, Walla Walla Fire District #5, and the North Franklin
County Hospital district. Service contract agencies are assessed on a cost per capita or cost per call basis.
Benton County’s equity interest in SECOMM as of December 31, 2022 was $1,170,027, which is reported
as an asset in the government-wide Statement of Net Assets. The change in equity is reflected in Public
Safety under the government-wide Statement of Activities. Upon dissolution of the Interlocal Agreement,
the net assets will be shared equitably among the participants.

Complete and separate financial statements for BCES may be obtained from:
City of Richland

625 Swift Blvd.
Richland, WA.
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B. Bi-County Police Information Network (BI-PIN)

The Bi-County Police Information Network (BI-PIN) was established November 24, 1982, when an
Interlocal Agreement was entered into by eight participating municipal corporations: the cities of
Kennewick, Pasco, Richland, Connell West Richland, and Prosser, and Benton and Franklin Counties. BI-
PIN was established to assist the participating police and sheriff's departments in the deterrence and
solution of criminal incidents. BI-PIN is served by an Executive Committee composed of the City Manager
of each of the cities and a member from each of the Boards of County Commissioners of Benton and
Franklin Counties. A liaison from the Bi-County Chiefs and Sheriffs is an ex officio, non-voting member.

The allocation of financial participation among the participating jurisdictions is based upon the approved
budget for that year and is billed quarterly in advance to each agency. On dissolution of the Interlocal
Agreement, the net position will be shared based upon participant contribution.

BI-PIN is currently in the process of implementing a new RMS/JMS system as well as upgrading all
supporting infrastructure. The Benton County’s equity interest in BI-PIN was $1,860,949 on December
31, 2022, which is reported as an investment in joint ventures in the government-wide statement of net
position. The change in equity is reflected in the government-wide statement of activities under Public
Safety. The City does not anticipate any income distributions from BI-PIN since charges are assessed only
to recover anticipated expenses.

Complete separate financial statements for BI-PIN may be obtained at the
City of Kennewick
210 W. 6th Ave.
Kennewick, Washington, 99336.

C. Metro Drug Forfeiture Fund (Metro)

The Metropolitan Controlled Substance Enforcement Group (Metro) was established prior to 1987, when
an Inter-local Agreement was entered into by six participating municipal corporations, the cities of
Kennewick, Pasco, Richland, and West Richland, and Benton and Franklin Counties (West Richland has
subsequently opted out of the task force). Metro was established to account for the proceeds of
forfeitures, federal grants, and court ordered contributions, and to facilitate the disbursement of those
proceeds for the purpose of drug enforcement and investigations. Metro is served by an Executive
Committee composed of the City Manager or designee of each of the cities and a member or designee
from each of the Boards of County Commissioners of Benton and Franklin Counties. In addition, a
Governing Board, consisting of the Chiefs of Police from the cities and the Sheriffs from the counties,
administers daily activity. Effective July 1, 2009, the City of Kennewick assumed responsibility for the
operation of Metro. As the Operating Jurisdiction, the City provides accounting support services for the
operation of Metro.
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The County’s equity interest in Metro was $113,494 on June 30, 2022. The County does not anticipate
any income distribution from Metro since charges are assessed only to recover anticipated expense.
Complete separate financial statements for Metro may be obtained at:

City of Kennewick
210 West Sixth Avenue
Kennewick, WA.

Note 21 - Jointly Governed Organizations
A. Public Facilities District

In 2002 Benton County established a Public Facilities District as provided by RCW 36.100. The district was
established to account for the receipting and disbursing of cash for the development of a regional center
convention, conference and/or special events center at a cost of at least $10 million.

The County has reviewed the District as a potential component unit. It is a legally separate entity.
Although the District’s board members are appointed by the Benton County Commissioners, the County
receives no financial benefit and assumes no financial responsibility, whatsoever, for the District.

B. Benton City Library Capital Facility Area

The Benton County Commissioners, by statute, are the governing board for the Benton City Library Capital
Facility Area (BCLCFA). However, it is a separate quasi-municipal corporation and management and
supervision of the project to build a library in Benton City were contractually transferred to the Building
Committee for construction and the Mid-Columbia Library District for acquiring equipment, furnishings
and collections and administering the finances of the BCLCFA.

Note 22 - Contingencies and Litigations

Blake Legal Financial Obligation Refunds. In State v. Blake, 197 Wn.2d 170, 173 (2021), the Washington
Supreme Court invalidated Washington’s simple drug possession statute. The effect of this decision is to
render void all such convictions dating back to 1971. Under due process, all penalties, fines, and
restitution (“legal financial obligations” or “LFOs”) ordered in connection with simple possession
convictions must be refunded. Shortly after the Blake decision, a putative class action was filed by the
Civil Survival Project (“CSP”) against King County, Snohomish County and the State of Washington seeking
a refund of LFOs and other unspecified damages. The court authorized plaintiff to amend its complaint
to add all Washington counties, including Benton County, ad defendants. The obligation to refund LFOs is
not disputed, but the question of whether refunds are the responsibility of the County or the State is in
dispute. The counties believe that this is exclusively a state liability. The Blake decision invalidates in
excess of 7,000 convictions in superior court dating back to 1971 and likely implicates in excess of $8
million in refunds of LFOs related to criminal convictions for simple drug possession obtained for the State
of Washington out of Benton County. The State of Washington has rejected a tender of the CSP matter
from the counties. In Fall 2021, the CSP class action lawsuit was dismissed with prejudice. Plaintiffs have
filed an appeal that is unlikely to be resolved until 2023. Benton County and numerous counties along
with the Washington Association of Counties has filed suit against the State to both enforce the tender of
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any Blake-related suits and to ensure that Blake-related liabilities belong to the State, not the counties.
The Washington Legislature has provided ample funding thus far for the County to process vacations and
refund LFOs on behalf of the state, including additional funding for FY 2023 and proviso language that
suggests an ongoing state responsibility.

The County participates in a number of federal and state grant assisted programs. These grants are
subject to audit by the grantors or their representatives. Such audits could result in requests for
reimbursement to grantor agencies for expenditures disallowed under the terms of the grants. County
management believes that such disallowances, if any, will be immaterial.

Benton County’s financial statements include all material liabilities. There are no material contingent
liabilities to record. In the opinion of management, the County’s insurance policies and self-insurance
reserves are adequate to pay all known pending claims without adversely affecting the financial viability
of the County.

Note 23 - Subsequent Events

The American Rescue Plan Act (ARPA) was signed into law by President Biden on March 11, 2021, and
includes $65.1 billion in direct aid to all counties in America. Benton County was allocated $39.70 million
in pandemic response and recovery funding, and received half of the funds, $19.85 million, on May 19,
2021. The second half , an additional $19.85 million, was received on January 9,2023. Unspent funds at
year-end have been classified as unearned revenue.
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EXPENDITURES
Current:

Charges to Appropriations (Outflows)
General Government

00 Depreciation Amortization and Other
Decreases in Fund Resources
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -

Internal

Public Safety
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -

Internal

Natural and Economic Environment
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -

Internal

Social Services
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -

Internal

Culture and Recreation
10 Salaries and Wages
20 Personnel Benefits
30 Supplies for Consumption and Resale
40 Services and Pass-Through Payments
94 Services and Pass-Through Payments -

Internal
Total Current

Benton County, Washington

Budgetary Comparison Schedule

General Fund

For the Biennium Ended December 31, 2022

Budgeted Amounts 2022 2021
Variance
Total Biennial  with Final
Original Final Actual Actual Actual Budget
- - - 120,718 120,718 (120,718)
31,419,643 32,264,985 15,530,191 15,748,663 31,278,854 986,131
13,192,697 13,505,633 5,816,580 6,011,704 11,828,284 1,677,349
792,855 1,028,032 694,723 648,723 1,343,446 (315,414)
27,675,486 45,182,983 9,275,389 7,886,262 17,161,651 28,021,332
175,868 183,585 91,078 86,128 177,207 6,378
26,559,975 26,680,440 13,441,699 12,528,924 25,970,623 709,817
9,879,623 9,853,896 4,876,458 4,752,282 9,628,740 225,156
1,909,382 1,930,888 1,377,378 977,817 2,355,195 (424,307)
18,556,795 18,480,159 9,748,732 8,425,176 18,173,908 306,251
450,903 482,295 255,041 221,990 477,030 5,265
1,587,751 1,503,715 597,326 601,400 1,198,726 304,989
700,687 700,687 242,997 266,196 509,193 191,494
107,215 112,715 83,332 55,129 138,461 (25,746)
777,856 1,341,144 1,467,945 820,731 2,288,676 (947,532)
14,680 22,792 11,112 11,112 22,224 568
480,347 561,787 296,449 253,338 549,787 12,000
148,610 189,040 97,823 82,938 180,761 8,279
43,768 59,661 19,953 13,855 33,808 25,853
1,208,727 1,158,634 756,144 591,967 1,348,110 (189,476)
40,000 55,000 25,444 20,000 45,444 9,556
422,793 422,793 204,086 183,792 387,878 34,915
185,137 185,137 84,523 82,103 166,626 18,511
64,144 49,794 66,317 29,872 96,189 (46,395)
427,433 439,305 207,665 220,772 428,437 10,868
31,744 34,222 16,352 17,649 34,001 221
136,854,119 156,429,322 65,284,734 60,659,243 125,943,978 30,485,344
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BENTON COUNTY, WASHINGTON
Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended December 31, 2022

NOTE 1 - BASIS OF ACCOUNTING

This schedule is prepared on the same basis of accounting as the County’s financial statements. The County
uses the modified accrual basis of accounting.

NOTE 2 - PROGRAM COSTS

The amounts shown as current year expenditures represent only the federal grant portion of the program
costs. Entire program costs, including the County’s portion, are more than shown. Such expenditures are
recognized following, as applicable, either the cost principles in the OMB Circular A-87, Cost Principles for
State, Local, and Indian Tribal Governments, or the cost principles contained in Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards, wherein certain types of expenditures are not allowable or are limited as to
reimbursement.

NOTE 3 - INDIRECT COST RATE
The County has elected to use the 10-percent de minimis indirect cost rate allowed under the Uniform
Guidance.

Page 166



CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER
UNIFORM GUIDANCE

Benton County
January 1, 2022 through December 31, 2022
This schedule presents the corrective action planned by the County 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 Finding caption:
number: The County did not have adequate internal controls ensuring accurate
2022-001 and reliable reporting of its financial statements.

Name, address, and telephone of the County contact person:
Rayce Miller

Accounting Services Manager, Benton County Auditor’s Office
7122 W Okanogan Place, Suite E120

Kennewick, WA 99336

(509) 736-2727

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

(If the auditee does not concur with the finding, the auditee must list the reasons for disagreement).

Benton County takes financial reporting seriously with its responsibility to produce accurate
financial statements. County management is committed to improving internal control
processes and management oversight in review of procedures over financial statement
preparation and ensuring accuracy.

The County will develop and implement processes to ensure it supports the financial activity
of the fiduciary fund with adequate documentation. The County will retain support for the
amounts reported in the fiduciary funds to ensure the reporting is accurate.

The accounting staff will review and process all year-end journal entries and ensure proper
accuracy. Because the Benton County Accounting Division had some turnover in key positions,
this process wasn’t handled as timely and accurately as possible. The County’s plan is to
implement internal controls to make sure everything has been reviewed by someone other than

the person that prepares each section of the financials.
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Capital assets tracking has now gone to different staff members outside the Accounting
Division. The County is now using our accounting software system to track capital assets. This
change will help with tracking capital asset useful life, depreciation, and reviewing those
capital assets that might not have been added. Benton County has a new capital policy passed
in 2024 to facilitate more accurate tracking.

The County plans to strengthen controls to track, monitor and evaluate infrastructure assets.
This includes updating the County’s written policy and procedures, as mentioned earlier.
These measures will ensure infrastructure assets are correctly recorded. The County’s Public
Works CFO continues to grow in competency and expertise regarding how to accurately
evaluate the infrastructure assets.

The County will record financial transactions to the correct fund and category for assets,
liabilities, equity, revenues, and expenditures to ensure the County presents accurate financial
information on its financial statements. The County will dedicate sufficient time and resources
to preparing the financial statements, including performing necessary research and evaluating
transactions to ensure proper presentation, and ensure a detailed final review.

As the Accounting Division becomes more familiar with the annual reporting process and gets
more training to new members, we are developing a process to review the Management
Discussion and Analysis (MD&A), financial statements, notes to the financial statements, and
schedules that are in accordance with the GAAP reporting requirements.

Due to the fact that the County has new staff members that are new to governmental accounting
and we implemented a new software mid-year in 2022, mistakes were inadvertently made. The
County is now working out of one accounting system going forward.

The County takes the FY 2022 financial reporting recommendations that State Auditor’s Office
(SAO) has provided seriously. These recommendations will help Benton County develop future
processes to ensure more accurate financial statements submitted. Benton County agrees to
implement the recommendations provided within this report to ensure the proper internal
controls are in place. We want to thank the SAO for working with us throughout this audit. We
appreciate all the help SAO has provided us and the patience our SAO team has given through
the whole audit process.

Anticipated date to complete the corrective action: Effective now — July 1, 2025
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Finding reference
number:

Finding caption:

The County’s internal controls were inadequate for ensuring

2022-002 compliance with suspension and debarment requirements and
subrecipient monitoring.

County Contact: Matt Rasmussen, Deputy County Administrator
7122 West Okanogan Place — E-333, Kennewick WA 99336
509-786-5600 — matt.rasmussen@co.benton.wa.us

Auditee’s planned Suspension and Debarment

corrective actions:

Benton County has established internal controls to verify all
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. Internal practice now requires that all contracts be
reviewed by the purchasing department to ensure they meet the
requirements of state and federal regulations. The bid proposal
documents also now contain a form, to be completed by each bidder,
certifying that they are not suspended or debarred from receiving
federal funds. These steps where implemented as a result of a finding
from our 2021 Audit that was issued in March 2023 by the State
Auditors Office. Unfortunately this non-compliance occurred in April
2022 so the new internal practice had not been implemented as we did
not become aware of the deficiency until March 2023.

Additionally, for the SLFRF program and other coronavirus relief
funds a “double check” by the grant/finance manager has been
implemented to verify the debarment status of contractors who may be
paid with those funds. The County has established internal control
practices to verify that all contractors awarded a contract that is paid
all or in part with federal funds are not suspended or debarred from
receiving such funds. The prospective contractors status is verified
using SAM.gov, and the verification is documented in the project file,
prior to execution of a contract. Our bidding documents also now
contain a form on which the contractor must also certify that they are
not suspended or debarred.

Subrecipient Monitoring

Benton County has implemented an internal practice that all contracts
must be reviewed by the purchasing department to ensure compliance
with state and federal regulations. This review will also ensure that all
required contract elements are included, and that particular attention
is drawn to notify contractors that the contract is paid all or in part
with federal funds.
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While the County did perform a risk assessment in accordance with
Treasury guidance these were not well documented. The County has
developed a template risk assessment form to be included in the
bidding documents for contracts funded all or in part with federal
funds.

The County does monitor subrecipient expenditures by requesting, and
reviewing, detailed invoices for any payments made to sub recipients.
The County also requires monthly written reports from sub recipients
and our contract language also reserves the right for the County to
review and audit all sub recipient financial information. Depending on
the nature of the contract routine meetings with sub recipients are also
held to monitor progress and discuss and resolve areas of concern.
Inspection of documents and regular contact with sub recipients is part
of our normal contracting process.

The County is developing a draft risk assessment policy that includes
a formal assessment template that will be modifiable per specific
conditions of revised future guidance from federal or state grantors.

Anticipated date to complete the corrective action:
Completed (Suspension and Debarment) and June 30, 2024 (Subrecipient Monitoring risk
assessment policy)
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Finding ref Finding caption:
number: The County did not have adequate internal controls for ensuring

2022-003 compliance with federal reporting requirements for the Emergency
Rental Assistance Program.

Name, address, and telephone of the County contact person:
Kyle Sullivan

7102 W. Okanogan P1., Ste. 201

Kennewick, WA 99336

(509)737-3909

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

Thank you for bringing this to our attention. There were several factors that contributed to
the difficulties we encountered submitting the required quarterly reports and have since
remedied those issues. The Human Services Department has worked with Treasury on the
challenges we encountered uploading the required reporting templates and we now has
multiple people with access to the reporting portal and in the event of staff turnover we can
continue to submit required reports. The Human Services Manager and the Budget and
Finance Analyst have created reminders on their calendars to ensure reporting is completed
on time and with accurate data.

Anticipated date to complete the corrective action: May 6, 2024
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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 Other ways to stay in touch
¢ Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS Manuals (GAAP and . )
cash), and find reporting templates e Toll-free Citizen Hotline:

e [ earn about our training workshops (866) 902-3900

and on-demand videos

e FEmail:

e Discover which governments serve you
webmaster(@sao.wa.gov

— enter an address on our map
e Explore public financial data
with the Financial Intelligence Tool
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http://www.sao.wa.gov/
https://sao.wa.gov/about-audits/find-your-audit-team/
https://sao.wa.gov/about-public-records/
https://sao.wa.gov/bars-annual-filing/bars-gaap-manual/
https://sao.wa.gov/bars-annual-filing/bars-cash-manual/
https://sao.wa.gov/bars-annual-filing/bars-reporting-templates/
https://sao.wa.gov/bars-annual-filing/filing-training-and-workshops/
https://sao.wa.gov/improving-government/improvement-training-videos/
https://sao.wa.gov/reports-data/explore-governments-that-serve-you/
https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov
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