
 

 

 

 

 

Financial Statements and Federal Single Audit 

Report 

Kitsap County 
 

For the period January 1, 2017 through December 31, 2017  

 

 

 

 

 

 

 

 

Published August 2, 2018 

Report No. 1021897 



 

Insurance Building, P.O. Box 40021  Olympia, Washington 98504-0021  (360) 902-0370  Pat.McCarthy@sao.wa.gov 

 

 

Office of the Washington State Auditor 

Pat McCarthy 

August 2, 2018  

Board of Commissioners 

Kitsap County 

Port Orchard, Washington 

 

Report on Financial Statements and Federal Single Audit  

Please find attached our report on Kitsap County’s financial statements and compliance with 

federal laws and regulations. 

We are issuing this report in order to provide information on the County’s financial condition. 

Sincerely, 

 

Pat McCarthy 

State Auditor 

Olympia, WA 



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

TABLE OF CONTENTS 

Schedule of Findings and Questioned Costs ................................................................................... 4 

Schedule of Audit Findings and Responses .................................................................................... 6 

Schedule of Federal Award Findings and Questioned Costs ........................................................ 10 

Summary Schedule of Prior Audit Findings .................................................................................. 21 

Independent Auditor's Report on Internal Control Over Financial Reporting and on Compliance 

and Other Matters Based on an Audit of Financial Statements Performed in Accordance with 

Government Auditing Standards................................................................................................... 22 

Independent Auditor's Report on Compliance for Each Major Federal Program and Report on 

Internal Control Over Compliance in Accordance With the Uniform Guidance ......................... 25 

Independent Auditor's Report on Financial Statements ................................................................ 29 

Financial Section ........................................................................................................................... 33 

Corrective Action Plan for Findings Reported Under Uniform Guidance ..................................162 

About the State Auditor's Office ..................................................................................................165 

 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 3



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

SCHEDULE OF FINDINGS AND QUESTIONED COSTS 

 

Kitsap County 

January 1, 2017 through December 31, 2017 

 

SECTION I – SUMMARY OF AUDITOR’S RESULTS 

The results of our audit of Kitsap 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 financial statements of the 

governmental activities, the business-type activities, each major fund and the aggregate discretely 

presented component units and remaining fund information in accordance with accounting 

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

Internal Control over Financial Reporting: 

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

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

 Material Weaknesses: We identified 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: 

 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. 

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

weaknesses. 
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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). 

 

Identification of Major Federal Programs: 

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

with the Uniform Guidance.   

CFDA No. Program or Cluster Title 

12.300 Basic and Applied Scientific Research 

20.205 Highway Planning and Construction Cluster 

66.458 Capitalization Grants for Clean Water State Revolving Funds Cluster 

93.558 Temporary Assistance for Needy Families Cluster 

97.067 Homeland Security Grant Program 

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 2017-001. 

 

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED 

COSTS 

See finding 2017-002, 2017-003 and 2017-004. 
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES 

Kitsap County 

January 1, 2017 through December 31, 2017 

2017-001 The County’s internal controls over financial statement 

preparation were inadequate to ensure accurate and complete 

reporting. 

Background 

County management is responsible for designing, implementing and maintaining 

internal controls to fairly present financial statements and provide reasonable 

assurance regarding reliability of financial reporting. The County prepares its 

financial statements in accordance with generally accepted accounting principles 

(GAAP) as prescribed by the Budgeting, Accounting and Reporting System (BARS) 

Manual. Our audit identified deficiencies in controls over financial statement 

reporting that hindered the County’s ability to produce reliable financial statements. 

These deficiencies represent a material weakness. Government Auditing Standards 

requires the auditor to communicate material weaknesses, defined in the Applicable 

Laws and Regulations section below, as a finding. 

Description of Condition 

We identified the following deficiencies in internal controls over financial reporting 

which, when taken together, represent a material weakness:   

 The County did not have adequate controls to properly classify funding as 

federal or state grants, or contracted services. 

 The County did not properly accrue sales and other taxes and related 

receivables in compliance with accounting standards.  

 Management’s review of the financial statements was not adequate to 

ensure financial statement balances and presentation were accurate, and 

disclosures were complete. 

Cause of Condition 

We identified the following causes: 

 Staff responsible for preparing the Schedule of Expenditures of Federal 

Awards (SEFA) relied on the County’s decentralized departments for the 

correct identification of contracted services, or state or federal grant awards. 

 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 6



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

 

 

Staff did not always have adequate knowledge to correctly identify the type 

of funding.  

 The County misinterpreted the accounting guidance regarding accrual of 

sales and other taxes.  

 The County’s review process of the financial statements was not effectively 

applied throughout the financial statement preparation and the final review. 

Effect of Condition 

Financial reports cannot be relied upon by County officials, the public, state and 

federal agencies, and other interested parties, if financial activity is not accurately 

reported. The above stated deficiencies resulted in the following misstatements and 

presentation errors on the original financial statements we received for audit:  

 Federal grant awards of $588,948 were added to the fiscal year 2017 SEFA 

to correct awards previously misclassified as contracted services in 2014, 

2015 and 2016 

 The General Fund sales and other taxes receivable balances were 

understated by $5,746,424 because the County did not recognize the 

revenues until they were received. Accounting standards require tax 

revenues to be recognized when earned.  

 The County omitted required disclosures for major fund analysis for two 

funds in the Management’s Discussion and Analysis  

 The County omitted required disclosures for related organizations and 

major corrections of prior year misstatements in the Notes to the Financial 

Statements 

 Reported net position and fund balance amounts did not agree between 

financial statements, Notes to the Financial Statements and supplementary 

schedules  

 The Fiduciary Statement of Net Position incorrectly reported net position 

rather than liabilities for the Agency funds 

 The Fiduciary Statement of Net Position cash and investments balance was 

understated $2.5 million because the County did not include three bank 

accounts 

The County corrected the misstatements identified above in its final financial 

statements. 
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Recommendations 

We recommend the County: 

 Provide training and establish controls to ensure County staff can correctly 

identify and distinguish contracted service agreements from state or federal 

grant award agreements. 

 Adequately review the financial statements to ensure financial statement 

balances and presentation are accurate, and disclosures are complete 

 Ensure all derived tax revenues are accrued and reported in compliance with 

governmental accounting standards 

County’s Response 

Kitsap County appreciates the thorough review provided by SAO of our 2017 

Financial Statements.  In response, Kitsap County will take the following corrective 

action: 

1. Kitsap County will offer training and guidance to all employees who 

administer federal grant programs. 

2. Kitsap County will provide more time to review financial statements to 

ensure a higher level of accuracy.  The Auditor’s Office will examine and 

refine its current financial statement preparation process in order to allow 

for more review time to improve the quality of the county’s CAFR. 

3. Kitsap County will accrue all taxes, including sales tax, in compliance with 

governmental standards.  The county implemented the accrual of sales taxes 

for the current year (2017) and plans to implement accrual of other types 

of taxes and revenues in next year’s CAFR (2018), pending further 

research. 

Auditor’s Remarks 

We thank the County for its cooperation and assistance throughout the audit and 

appreciate the steps the County is taking to resolve these issues.  We will review 

the corrective action taken during our next regular audit. 

Applicable Laws and Regulations 

Government Auditing Standards, December 2011 Revision, paragraph 4.23 

establishes reporting requirements related to significant deficiencies or material 

weaknesses in internal control, instances of fraud or abuse, and noncompliance with 

provisions of law, regulations, contracts, or grant agreements. 
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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 256, Communicating Internal Control Related Matters Identified 

in an Audit, paragraph 7. 

GASB 33 par 16, 27-28 – Sales taxes are earned by local governments when the 

underlying sales transaction takes place as this revenue stream qualified as a 

derived tax revenue 

The Budgeting, Accounting and Reporting Systems (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 

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. 
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

Kitsap County 

January 1, 2017 through December 31, 2017 

2017-002 The County lacked adequate internal controls to ensure 

compliance with subrecipient monitoring and equipment 

management requirements. 

CFDA Number and Title: 97.067, Homeland Security Grant 

Program 

Federal Grantor Name: Federal Emergency Management 

Agency (FEMA) 

Federal Award/Contract Number: NA 

Pass-through Entity Name: Department of Homeland Security 

(via the Washington State Military 

Department) 

Pass-through Award/Contract 

Number: 

E17-063 

 

Questioned Cost Amount: $0 

 

Description of Condition 

The purpose of the Homeland Security Grant Program is to support state, local and 

tribal efforts to prevent terrorism and other catastrophic events and to prepare the 

United States for the threats and hazards that pose the greatest risk to the nation’s 

security.  

Subrecipient monitoring 

The County spent $332,714 in Homeland Security Grant Program funds, $122,971 

of which was passed through to two subrecipients. Federal regulations require the 

County to ensure every subaward clearly identifies the federal award and applicable 

requirements. Further, the County must evaluate the subrecipient’s risk of 

noncompliance with federal requirements for the purposes of determining the 

appropriate subrecipient monitoring. Subrecipient monitoring requirements include 

ensuring compliance with program requirements, ensuring the subrecipient 

receives an audit when required, following up and ensuring the subrecipient takes 

timely and appropriate action on all audit findings, and issuing a management 

decision as required.   
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The County did not have internal controls in place to ensure it followed the 

requirements to subaward federal funds. Specifically, it did not issue award 

documents, such as a contract or interlocal agreement, and pass on the required 

information about the federal award. Additionally, the County did not perform a 

risk assessment of its subrecipients and did not perform monitoring as required. 

Equipment management 

Federal regulations require the County to perform a physical inventory of the 

equipment it purchased with federal funds at least every two years and to reconcile 

the inventory counts with the County’s equipment records. These requirements help 

to ensure grant funds are used and assets are safeguarded in accordance with 

federal-program requirements.  

Although the County performed an inventory annually, controls were not adequate 

to ensure all equipment purchased with federal funds were accounted for in the 

County’s inventory records.   

We consider these deficiencies in internal controls to be material weaknesses. 

These issues were not reported as findings in the prior audit. 

Cause of Condition 

Subrecipient monitoring 

Key staff responsible for subrecipient monitoring were not aware of the federal 

requirements. 

Equipment inventory 

The County recently experienced turnover in staff responsible for maintaining 

equipment inventory in accordance with federal requirements. Although records of 

all equipment purchased with federal funds were maintained, there was no process 

in place to ensure the equipment was either included in the County’s annual 

inventory or subject to some form of physical verification and inspection at least 

once every two years.  

Effect of Condition 

Subrecipient monitoring 

Key staff responsible for subrecipient monitoring were not aware of the federal 

requirements. 
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Equipment inventory 

The County recently experienced turnover in staff responsible for maintaining 

equipment inventory in accordance with federal requirements. Although records of 

all equipment purchased with federal funds were maintained, there was no process 

in place to ensure the equipment was either included in the County’s annual 

inventory or subject to some form of physical verification and inspection at least 

once every two years.  

Recommendations 

Subrecipient monitoring 

We recommend the County maintain award contracts with all subrecipients of 

federal funds that include all the required subaward information. We additionally 

recommend the County perform monitoring activities, including performing a risk 

assessment of the subrecipient, ensuring subrecipients receive an audit (when 

necessary) and following up on any findings the subrecipients receive. 

Equipment management  

We recommend the County establish internal controls to ensure a physical 

verification and inspection of equipment it purchased with federal funds is 

performed at least every two years as required by federal regulations.  

County’s Response 

Kitsap County appreciates the thorough review provided by the Washington State 

Auditor’s Office (SAO) of our 2017 Financial Statements.  In response, Kitsap 

County will take the following corrective action: 

1. The Department of Emergency Management (DEM) will complete a 

physical inventory of all listed assets to identify those purchased with grant 

funds and will compile a list of grant-purchased assets, by August 31, 2018.  

The list will include assets that are included on the County’s inventory, as 

well as assets not on the County’s inventory that are tracked internally, by 

the Department. 

2. DEM will document its process for subrecipient monitoring, ensuring that 

it is in compliance with federal requirements.  The process will include a 

system to maintain and organize the records of their sub-recipient 

monitoring activity.  The process will be implemented by early 2019. 
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Auditor’s Remarks 

We thank the County for its cooperation and assistance throughout the audit and 

appreciate the steps the County is taking to resolve these issues.  We will review 

the corrective action taken during our next regular audit. 

Applicable Laws and Regulations 

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

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 303 Internal controls, establishes internal control 

requirements for management of Federal awards to non-Federal entities. 

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 200.331 Requirements for pass-through entities, 

establishes subrecipient monitoring requirements. 

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 313 Equipment, outlines federal equipment 

requirements. 
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

Kitsap County 

January 1, 2017 through December 31, 2017 

2017-003 The County lacked adequate internal controls to ensure 

compliance with federal cash management requirements. 

CFDA Number and Title: 93.558, Temporary Assistance for 

Needy Families (TANF) Cluster 

Federal Grantor Name: Department of Health and Human 

Services 

Federal Award/Contract Number: NA 

Pass-through Entity Name: Washington State Department of 

Commerce 

Pass-through Award/Contract 

Number: 

S17-32710-008 & S18-32710-008 

 

Questioned Cost Amount: $0 

 

Description of Condition 

The objectives of the TANF program are to: provide time-limited assistance to 

needy families with children so that the children can be cared for in their own homes 

or in the homes of relatives; end dependence of needy parents on government 

benefits by promoting job preparation, work and marriage; prevent and reduce 

out-of-wedlock pregnancies, including establishing prevention and reduction goals; 

and encourage the formation and maintenance of two-parent families. During fiscal 

year 2017, Kitsap County spent $876,388 in TANF funds, most of which were 

passed through to a subrecipient. Funds spent in this program are subject to cash 

management requirements. For cash advances, the County must minimize the time 

between receipt of federal funds from the grantor and disbursement of those funds 

to vendors or subrecipients. 

The County did not disburse federal funds to its subrecipient promptly after it 

received the funds from the grantor. 

We consider this deficiency in internal controls to be a material weakness. This 

issue was not reported as a finding in the prior audit. 
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Cause of Condition 

The County did not follow its own procedures or federal regulations to ensure it 

disbursed federal funds promptly upon receipt. The County claimed reimbursement 

of grant funds using draft invoices it received from its subrecipient and remitted 

payment when its subrecipient submitted the final invoice, resulting in a delayed 

payment. 

Effect of Condition 

The County did not reimburse its subrecipient costs totaling $338,897 from five 

monthly invoices until eight to 22 business days after the County received the funds 

from the grantor agency. 

Recommendations 

We recommend the County establish and follow internal controls to ensure 

compliance with cash management requirements. Specifically, the County should: 

 Provide staff with adequate training and guidance to ensure compliance 

with federal program requirements 

 Ensure federal funds are disbursed to vendors or subrecipients within seven 

business days of receipt in compliance with County procedures and federal 

regulations 

County’s Response 

Kitsap County appreciates the thorough review provided by the SAO of our 2017 

Financial Statements.  In response, Kitsap County will take the following corrective 

action: 

1. Kitsap County Department of Human Services will examine its current 

processes and implement procedures to ensure that original invoices are 

received timely in compliance with cash management regulations.  The 

department will work with the vendor to streamline the invoice submission 

process so that invoices are received in a timely manner. 

Auditor’s Remarks 

We thank the County for its cooperation and assistance throughout the audit and 

appreciate the steps the County is taking to resolve these issues.  We will review 

the corrective action taken during our next regular audit. 
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Applicable Laws and Regulations 

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 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, 

establishes internal control requirements for management of Federal awards to 

non-Federal entities. 

Title 2 CFR Part 200, Uniform Guidance, section 305 Payment, establishes 

requirements for cash management procedures. 
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  

QUESTIONED COSTS 

Kitsap County 

January 1, 2017 through December 31, 2017 

2017-004 The County lacked adequate internal controls to ensure 

compliance with federal procurement and suspension and 

debarment requirements. 

CFDA Number and Title: 12.300, Basic and Applied Scientific 

Research 

Federal Grantor Name: Department of Defense 

Federal Award/Contract Number: NA 

Pass-through Entity Name: Department of the Navy 

Pass-through Award/Contract 

Number: 

N44255-14-2-0002 

 

Questioned Cost Amount: $0 

 

Description of Condition 

During fiscal years 2014 through 2017, the County spent $2,972,130 in Basic and 

Applied Scientific Research grant funds. Grant expenditures from 2014 through 

2016 were reported on the 2017 Schedule of Expenditures of Federal Awards 

(SEFA) because the expenditures were not previously reported on the SEFA for the 

respective fiscal years. The County and Naval Facilities Engineering Command 

(NAVFAC) are using grant funds to cooperatively design and construct a new 

bridge on Northeast West Kingston Road over the Carpenter Creek estuary to 

replace an existing 5-foot culvert.  

The County’s controls were not effective in identifying it needed to comply with 

the federal procurement and suspension and debarment requirements during the 

contractor selection and contracting process. 

Procurement 

Federal grant regulations require recipients to follow the more restrictive of state or 

federal law and maintain documentation to show its rationale for selecting the 

method it used to procure all professional architecture and engineering services. 

Federal regulations require grant recipients to select architectural and engineering 

services using a competitive proposal process to identify the most qualified 
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competitor, not the lowest bidder. A contract must be negotiated once a firm is 

selected.  

We found the County’s controls were not adequate to identify it needed to use a 

competitive proposal process to award one design and management contract 

totaling $628,328.   

Suspension and debarment 

Federal regulations prohibit recipients from contracting with or making subawards 

to parties suspended or debarred from doing business with the federal government. 

The County must verify that all contractors receiving $25,000 or more in federal 

funds have not been suspended or debarred or otherwise excluded.  

The County is responsible only for determining the status of the primary contractor. 

The primary contractor must check the status of any covered transactions it enters 

into at the next lower subcontractor level; however, the County is responsible for 

informing the primary contractor of its responsibility.  

During the audit period, the County awarded one construction contract, totaling 

$2,243,744 that included 23 subcontractors. The County’s controls were not 

adequate to ensure it informed the primary contractor of its responsibility to ensure 

subcontractors to be paid $25,000 or more were not suspended or debarred. 

We consider these deficiencies in internal controls to be material weaknesses. 

These issues were not reported as findings in the prior audit.  

Cause of Condition 

During the contractor selection and contracting process, the County did not identify 

federal funds would be used to fund the project. The County misunderstood its 

arrangement with the granting agency as a contract for service, rather than a federal 

grant contract.   

Effect of Condition 

The County did not comply with the federal procurement and suspension and 

debarment requirements when selecting its architectural and engineering contractor 

and when negotiating the related contract for services. 

Procurement 

The County cannot demonstrate it contracted with the most qualified firm, 

including the negotiation of reasonable compensation.  
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Suspension and debarment 

There is an increased risk of the contractor entering into contracts with 

subcontractors who are suspended or debarred from receiving federal funds. 

Payments on contracts to suspended or debarred contractors are unallowable and 

would be subject to recovery by the funding agency. 

Recommendations 

We recommend the County strengthen its internal controls to ensure: 

 Responsible staff receive adequate training to correctly identify and 

distinguish contracted service agreements from state or federal grant award 

agreements 

 Services paid for with federal funds are properly procured and 

documentation to demonstrate compliance with federal procurement 

requirements is retained. This includes the rationale for the procurement 

method, contractor selection or rejection, and the basis for the contract 

price.  

 Primary contractors are informed of their responsibility to check the 

suspension and debarment status of any covered transactions that they enter 

into at the next subcontractor level 

County’s Response 

Kitsap County appreciates the thorough review provided by SAO of our 2017 

Financial Statements.  In response, Kitsap County will take the following corrective 

action: 

1. Kitsap County will provide employees adequate training and guidance to 

ensure compliance with federal program requirements.  The county 

recognizes that departments and offices could benefit from increased 

training and guidance with respect to grant administration and reporting.  

In addition to training, grant administration staff will be provided with 

checklists and other aids to help them remain compliant as they administer 

county grants. 

2. All eContracts will be routed and reviewed by the County Auditor.  This 

corrective action has been implemented.  The county’s improved eContracts 

system contains contract templates that include language appropriate to 

federal grants with respect to suspension and debarment.   
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Auditor’s Remarks 

We thank the County for its cooperation and assistance throughout the audit and 

appreciate the steps the County is taking to resolve these issues.  We will review 

the corrective action taken during our next regular audit. 

Applicable Laws and Regulations 

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

Requirements, Cost Principles, and Audit Requirements for Federal Awards 

(Uniform Guidance), section 303 Internal controls, establishes internal control 

requirements for management of Federal awards to non-Federal entities. 

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 317 through 326 Procurement Standards, establishes 

internal control and compliance requirements for procurement with federal funds.  

Title 32 U.S. Code of Federal Regulations (CFR) Part 33, Uniform Administrative 

Requirements for Grants and Cooperative Agreements to State and Local 

Governments, section 36 Procurement, establishes internal control and 

compliance requirements for procurement with National Defense funds.  

Title 2 U.S. Code of Federal Regulations (CFR) Part 180, OMB Guidelines to 

Agencies on Government-wide Debarment and Suspension (Non-procurement), 

establishes non-procurement debarment and suspension regulations 

implementing Executive Orders 12549 and 12689. 
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Kitsap County 

January 1, 2017 through December 31, 2017 

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

Audit Period: 

1/1/2016 – 12/31/2016 

Report Ref. No.: 

1019584 

Finding Ref. No.: 

2016-001 

CFDA Number(s): 

66.458 

Federal Program Name and Granting 

Agency: 

Capitalization Grants for Clean Water State 

Revolving Funds – Environmental Protection 

Agency 

Pass-Through Agency Name: 

Washington Department of Ecology 

Finding Caption: 

The County did not have adequate internal controls in place to ensure compliance with federal 

procurement and suspension and debarment requirements. 

Background: 

Procurement 

The County awarded two engineering service contracts totaling $1,115,607 in 2016, and the 

County was not able to provide documentation to sufficiently demonstrate either contract was 

awarded to the most qualified firm.   

Suspension & Debarment 

The County paid two engineering firms a total of $1,115,607 in 2016, but was unable to provide 

sufficient evidence that it verified the firms were not suspended or debarred before entering 

into the contracts. 

Status of Corrective Action: (check one) 

☐ Fully 

Corrected 

☒ Partially 

Corrected 
☐ Not Corrected 

☐ Finding is considered no 

longer valid 

Corrective Action Taken: 

We added the extra control of the Auditor’s Office reviewing each contract that comes through 

the e-contracts process.  Not all County contracts go through the e-contract process, so we are 

continuing to determine the best way to address these contracts.  
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INDEPENDENT AUDITOR’S REPORT ON INTERNAL CONTROL 

OVER FINANCIAL REPORTING AND ON COMPLIANCE AND 

OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL 

STATEMENTS PERFORMED IN ACCORDANCE WITH 

GOVERNMENT AUDITING STANDARDS 

 

Kitsap County 

January 1, 2017 through December 31, 2017 

 

Board of Commissioners 

Kitsap County 

Port Orchard, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States of 

America and the standards applicable to financial audits contained in Government Auditing 

Standards, issued by the Comptroller General of the United States, the financial statements of the 

governmental activities, the business-type activities, each major fund and the aggregate discretely 

presented component units and remaining fund information of Kitsap County, Washington, as of 

and for the year ended December 31, 2017, and the related notes to the financial statements, which 

collectively comprise the County’s basic financial statements, and have issued our report thereon 

dated July 26, 2018.  As discussed in Note 1 to the financial statements, during the year ended 

January 31, 2017, the County implemented Governmental Accounting Standards Board Statement 

No. 77, Tax Abatement Disclosures. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audit of the financial statements, we considered the County’s 

internal control over financial reporting (internal control) to determine the audit procedures that 

are appropriate in the circumstances for the purpose of expressing our opinions on the financial 

statements, but not for the purpose of expressing an opinion on the effectiveness of the County’s 

internal control.  Accordingly, we do not express an opinion on the effectiveness of the County’s 

internal control. 

Our consideration of internal control was for the limited purpose described in the preceding 

paragraph 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, as described in the accompanying 
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Schedule of Audit Findings and Responses, we identified certain deficiencies in internal control 

that we consider to be material weaknesses.   

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 

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.  We consider the deficiencies described in 

the accompanying Schedule of Audit Findings and Responses as Finding 2017-001 to be material 

weaknesses. 

 

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 the County’s compliance with certain 

provisions of laws, regulations, contracts and grant agreements, noncompliance with which could 

have a direct and material effect on the determination of financial statement amounts.  However, 

providing an opinion on compliance with those provisions was not an objective of our audit, and 

accordingly, we do not express such an opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are required 

to be reported under Government Auditing Standards.   

 

COUNTY’S RESPONSE TO FINDINGS 

The County’s response to the findings identified in our audit is 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 
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and compliance.  Accordingly, this communication is not suitable for any other purpose.  However, 

this report is a matter of public record and its distribution is not limited.  It also serves to 

disseminate information to the public as a reporting tool to help citizens assess government 

operations. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

July 26, 2018 
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE FOR 

EACH MAJOR FEDERAL PROGRAM AND REPORT ON 

INTERNAL CONTROL OVER COMPLIANCE IN ACCORDANCE 

WITH THE UNIFORM GUIDANCE 

 

Kitsap County 

January 1, 2017 through December 31, 2017 

 

Board of Commissioners 

Kitsap County 

Port Orchard, Washington 

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL 

PROGRAM 

We have audited the compliance of Kitsap County, Washington, with the types of compliance 

requirements described 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, 2017.  The County’s major federal programs are 

identified in the accompanying Schedule of Findings and Questioned Costs.   

 

Management’s Responsibility 

Management is responsible for compliance with federal statutes, regulations, and the terms and 

conditions of its federal awards applicable to its federal programs. 

 

Auditor’s Responsibility 

Our responsibility is to express an opinion on compliance for each of the County’s major federal 

programs based on our audit of the types of compliance requirements referred to above.  We 

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

United States of America; 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).  

Those standards and the Uniform Guidance require that we plan and perform the audit to obtain 

reasonable assurance about whether noncompliance with the types of compliance requirements 
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referred to above that could have a direct and material effect on a major federal program occurred.  

An audit includes examining, on a test basis, evidence about the County’s compliance with those 

requirements and performing such other procedures as we considered necessary in the 

circumstances.    

We believe that our audit provides a reasonable basis for our opinion on compliance for each major 

federal program.  Our audit does not provide a legal determination on the County’s compliance.  

 

Opinion on Each Major Federal Program  

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, 2017.   

 

Other Matters 

The results of our auditing procedures disclosed instances of noncompliance with those 

requirements, 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 2017-002, 2017-003 and 2017-004.  Our opinion on each major federal program 

is not modified with respect to these matters. 

 

County’s Response to Findings 

The County’s response to the noncompliance findings identified in our audit is described in the 

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

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

we express no opinion on the response. 

 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE  

Management of the County is responsible for establishing and maintaining effective internal 

control over compliance with the types of compliance requirements referred to above.  In planning 

and performing our audit of compliance, we considered the County’s internal control over 

compliance with the types of requirements that could have a direct and material effect on each 

major federal program in order to determine the auditing procedures that are appropriate in the 

circumstances for the purpose of expressing an opinion on compliance for each major federal 

program and to test and report on internal control over compliance in accordance with the Uniform 
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Guidance, but not for the purpose of expressing an opinion on the effectiveness of internal control 

over compliance.  Accordingly, we do not express an opinion on the effectiveness of the County's 

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 consideration of internal control over compliance was for the limited purpose described in the 

first paragraph of this section and was not designed to identify all deficiencies in internal control 

over compliance that might be material weaknesses or significant deficiencies and therefore, 

material weaknesses or significant deficiencies may exist that were not identified.  We identified 

certain deficiencies in internal control over compliance, as described in the accompanying 

Schedule of Federal Award Findings and Questioned Costs as Findings 2017-002, 2017-003 and 

2017-004 to be material weaknesses. 

 

County’s Response to Findings  

The County's response to the internal control over compliance findings identified in our audit is 

described in the accompanying Schedule of Federal Award Findings and Questioned Costs.  The 

County's response was not subjected to the 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  
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purpose.  However, this report is a matter of public record and its distribution is not limited.  It 

also serves to disseminate information to the public as a reporting tool to help citizens assess 

government operations. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

July 26, 2018 
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INDEPENDENT AUDITOR’S REPORT ON 

FINANCIAL STATEMENTS 

 

Kitsap County 

January 1, 2017 through December 31, 2017 

 

Board of Commissioners 

Kitsap County 

Port Orchard, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

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

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

and remaining fund information of Kitsap County, Washington, as of and for the year ended 

December 31, 2017, and the related notes to the financial statements, which collectively comprise 

the County’s basic financial statements as listed on page 33.  

  

Management’s Responsibility 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; this 

includes the design, implementation, and maintenance of internal control relevant to the 

preparation and fair presentation of financial statements that are free from material misstatement, 

whether due to fraud or error. 

 

Auditor’s Responsibility 

Our responsibility is to express opinions on these financial statements based on our audit.  We 

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

of America and the standards applicable to financial audits contained in Government Auditing 

Standards, issued by the Comptroller General of the United States.  Those standards require that 

we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 
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due to fraud or error.  In making those risk assessments, the auditor considers internal control 

relevant to the County’s preparation and fair presentation of the financial statements in order to 

design audit procedures that are appropriate in the circumstances, but not for the purpose of 

expressing an opinion on the effectiveness of the County’s internal control.  Accordingly, we 

express no such opinion.  An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of significant accounting estimates made by management, as 

well as evaluating the overall presentation of the financial statements. 

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

for our audit opinions. 

 

Opinion 

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

the respective financial position of the governmental activities, the business-type activities, each 

major fund and the aggregate discretely presented component units and remaining fund 

information of Kitsap County, as of December 31, 2017, and the respective changes in financial 

position and, where applicable, cash flows thereof, and the respective budgetary comparison for 

the General, County Roads, Real Estate Excise Tax and Mental Health Medicaid funds, for the 

year then ended in accordance with accounting principles generally accepted in the United States 

of America. 

 

Matters of Emphasis 

As discussed in Note 1 to the financial statements, in 2017, the County adopted new accounting 

guidance, Governmental Accounting Standards Board Statement No. 77, Tax Abatement 

Disclosures.  Our opinion is not modified with respect to this matter. 

As discussed in Note 1 to the financial statements, in 2017, the County re-classified assets and 

activity of the Kitsap County Investment Pool from an Agency fund to an Investment Trust fund. 

This is a material correction of a prior period misstatement. Our opinion is not modified with 

respect to this matter. 
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Other Matters 

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 on page 33 

be presented to supplement the basic financial statements.  Such information, although not a part 

of the basic financial statements, is required by the Governmental Accounting Standards Board 

who considers it to be an essential part of financial reporting for placing the basic financial 

statements in an appropriate operational, economic or historical context.  We have applied certain 

limited procedures to the required supplementary information in accordance with auditing 

standards generally accepted in the United States of America, which consisted of inquiries of 

management about the methods of preparing the information and comparing the information for 

consistency with management’s responses to our inquiries, the basic financial statements, and 

other knowledge we obtained during our audit of the basic financial statements.  We do not express 

an opinion or provide any assurance on the information because the limited procedures do not 

provide us with sufficient evidence to express an opinion or provide any assurance.  

 

Supplementary and Other Information 

Our audit was 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 schedule 

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 taken as a whole. 
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OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated July 26, 

2018 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 internal control over financial reporting or on compliance.  That report is an integral 

part of an audit performed in accordance with Government Auditing Standards in considering the 

County’s internal control over financial reporting and compliance. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

July 26, 2018 
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FINANCIAL SECTION 

 

Kitsap County 

January 1, 2017 through December 31, 2017 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2017 

 

 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2017 

Statement of Activities – 2017 

Balance Sheet – Governmental Funds – 2017 

Reconciliation of the Balance Sheet of Governmental Funds to the Government Wide 

Statement of Net Position – 2017 

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

Funds – 2017 

Reconciliation of the Statement of Revenues, Expenditures and Changes in Fund 

Balances of Governmental Funds to the Government Wide Statement of Activities – 

2017 

Statement of Revenues, Expenditures, and Changes in Fund Balances – Budget and 

Actual – General Fund – 2017 

Statement of Revenues, Expenditures, and Changes in Fund Balances – Budget and 

Actual – County Roads Fund – 2017 

Statement of Revenues, Expenditures, and Changes in Fund Balances – Budget and 

Actual – Real Estate Excise Tax Fund – 2017 

Statement of Revenues, Expenditures, and Changes in Fund Balances – Budget and 

Actual – Mental Health Medicaid Fund – 2017 

Statement of Net Position – Proprietary Funds – 2017 

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

– 2017 

Statement of Cash Flows – Proprietary Funds – 2017 

Statement of Fiduciary Net Position – Fiduciary Funds – 2017 

Statement of Changes in Fiduciary Net Position – Fiduciary Funds – 2017 

 Notes to Financial Statements – 2017 
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REQUIRED SUPPLEMENTARY INFORMATION 

Schedule of Funding Progress – (LEOFF) – 2017 

Schedule of Proportionate Share of the Net Pension Liability – PERS 1 – 2017 

Schedule of Proportionate Share of the Net Pension Liability – PERS 2/3 – 2017 

Schedule of Proportionate Share of the Net Pension Liability – PSERS – 2017 

Schedule of Proportionate Share of the Net Pension Liability – LEOFF 1 – 2017 

Schedule of Proportionate Share of the Net Pension Liability – LEOFF 2 – 2017 

Schedule of Employer Contributions – PERS 1 – 2017 

Schedule of Employer Contributions – PERS 2/3 – 2017 

Schedule of Employer Contributions – PSERS 2 – 2017 

Schedule of Employer Contributions – LEOFF 2 – 2017 

 

 

SUPPLEMENTARY AND OTHER INFORMATION  

Schedule of Expenditures of Federal Awards – 2017 

Notes to the Schedule of Expenditures of Federal Awards – 2017 
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Fund Balance Reporting and Governmental Fund Type 
Definitions

Overview of the Financial Statements 
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statement of net position

statement of activities 

fund 

Governmental funds. Governmental funds
governmental activities 
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Proprietary funds
Enterprise funds

Internal service funds 

.

Fiduciary funds.
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Notes to financial statements.  

Government-wide Financial Analysis 

Kitsap County's Net Position
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Governmental activities. 
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Expenses and Program Revenues - Governmental Activities 

Revenues by Source – Governmental Activities 

Business-type activities.
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Expenses and Program Revenues – Business-type Activities 

Business –type Activity Revenues 
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Financial Analysis of the Government’s Funds 

Governmental funds

Proprietary funds
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General Fund Budgetary Highlights 

Capital Assets                                                                                                                       
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Long-term Liabilities 

Government activities:

Enterprise activities:

.
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Investment Trust Funds

Agency Funds

Private Purpose Trust funds
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Fair Value Measurement and Application
Tax Abatement Disclosures

Fair Value Measurement and 

Deposits and Investments
Other Note Disclosures

Tax Abatement Disclosures
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Statement of Revenues, Expenditures and Changes in Fund Balances 
– Budget and Actual
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Note 1.E.13, Fund Balance Classification
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Note 2, 
Deposits and Investments

Note 
3, Property Taxes

interfund loans 
receivable/payable advances to/from other funds

due to/from other funds

internal balances
in Note 12, Interfund Balances and 

Transfers
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Note 8, Long Term Debt
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Note 6, Pension Plans

Note
13 Receivables and Payables

Note 8, 
Long Term Debt
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Statement of Revenues, Expenditures and Changes in Fund Balances 
– Budget and Actual, General Fund
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prior to inclusion of non-
qualifying special revenue funds

after inclusion of non-
qualifying special revenue funds

 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 78



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 79



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 80



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 81



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 82



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 83



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 84



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 85



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 86



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 87



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 88



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 89



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 90



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 
 
 
Washington State Auditor's Office

___________________________________________________________________________________________________________________  
 

Page 91



 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

 

Accounting and Financial Reporting for Pensions
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2007-2012 Experience Study 2015 Economic Experience Study
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Schedules of Employer and Nonemployer 
Allocations
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Note 16, Service Concession Arrangement
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Note 18, Pollution Remediation Obligation
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**Unfunded Actuarial Accrued Liability 
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Certain External Investment Pools and 
Pool Participants

Accounting and Financial Reporting for Certain Investments and 
External Investment Pools

Deposits and Investments

Accounting and Reporting for Nonexchange Transactions
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CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER 

UNIFORM GUIDANCE 

Kitsap County 

January 1, 2017 through December 31, 2017 

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 

number: 

2017-001 

Finding caption: 

The County’s internal controls over financial statement preparation 

were inadequate to ensure accurate and complete reporting. 

Name, address, and telephone of County contact person: 

David G. Schureman, CPA, Internal Auditor 

Kitsap County Auditor 

614 Division Street MS-31 

Port Orchard, WA  98367 

(360) 337-7132 

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

Kitsap County appreciates the thorough review provided by the Office of the Washington State 

Auditor of our 2017 Financial Statements.  In response, Kitsap County will implement the 

following corrective action: 

 Kitsap County will provide training to all employees who administer federal grant 

programs. 

 Kitsap County will provide more time to review financial statements to ensure a higher 

level of accuracy. 

 Kitsap County will accrue all taxes, including sales tax, going forward in compliance 

with governmental standards. 

Anticipated date to complete the corrective action:  

October 31, 2018.  
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Finding ref 

number: 

2017-002 

Finding caption: 

The County lacked adequate internal controls to ensure compliance 

with subrecipient monitoring and equipment management 

requirements. 

Name, address, and telephone of County contact person: 

David G. Schureman, CPA, Internal Auditor 

Kitsap County Auditor 

614 Division Street MS-31 

Port Orchard, WA  98367 

(360) 337-7132 

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

Kitsap County appreciates the thorough review provided by the Office of the Washington State 

Auditor of our 2017 Financial Statements.  In response, Kitsap County will implement the 

following corrective action: 

 The Department of Emergency Management (DEM) will complete a physical inventory 

to manage equipment by August 31, 2018.  

 DEM will build a system to organize the records of their sub-recipient monitoring and 

have a comprehensive system in place by early 2019. 

Anticipated date to complete the corrective action:  

 Subrecipient monitoring comprehensive plan by early 2019. 

 Physical inventory of equipment by August 31, 2018. 

 

Finding ref 

number: 

2017-003 

Finding caption: 

The County lacked adequate internal controls to ensure compliance 

with federal cash management requirements. 

Name, address, and telephone of County contact person: 

David G. Schureman, CPA, Internal Auditor 

Kitsap County Auditor 

614 Division Street MS-31 

Port Orchard, WA  98367 

(360) 337-7132 

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

Kitsap County appreciates the thorough review provided by the Office of the Washington State 

Auditor of our 2017 Financial Statements.  In response, Kitsap County will implement the 

following corrective action: 
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 Kitsap County Department of Human Services will implement procedures to ensure 

that original invoices are received timely in compliance with cash management 

regulations. 

Anticipated date to complete the corrective action:  

Procedures have been implemented. 

 

 Finding ref 

number: 

2017-004 

Finding caption: 

The County lacked adequate internal controls to ensure compliance 

with federal procurement and suspension and debarment requirements. 

Name, address, and telephone of County contact person: 

David G. Schureman, CPA, Internal Auditor 

Kitsap County Auditor 

614 Division Street MS-31 

Port Orchard, WA  98367 

(360) 337-7132 

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

Kitsap County appreciates the thorough review provided by the Office of the Washington State 

Auditor of our 2017 Financial Statements.  In response, Kitsap County will implement the 

following corrective action: 

 Kitsap County will provide employees adequate training and guidance to ensure 

compliance with federal program requirements. 

 All eContracts will be routed and reviewed by the County Auditor. 

Anticipated date to complete the corrective action:  

Training is expected to be completed by October 31, 2018. 

eContracts review by the County Auditor has been implemented. 
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ABOUT THE STATE AUDITOR’S OFFICE 

The State Auditor's Office is established in the state's Constitution and is part of the executive 

branch of state government. The State Auditor is elected by the citizens of Washington and serves 

four-year terms. 

We work with our audit clients and citizens to achieve our vision of government that works for 

citizens, by helping governments work better, cost less, deliver higher value, and earn greater 

public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 

resources, we also hold ourselves accountable by continually improving our audit quality and 

operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor's Office has the independence necessary to objectively 

perform audits and investigations. Our audits are designed to comply with professional standards 

as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 

part of all local governments, including schools, and all state agencies, including institutions of 

higher education. In addition, we conduct performance audits of state agencies and local 

governments as well as fraud, state whistleblower and citizen hotline investigations.  

The results of our work are widely distributed through a variety of reports, which are available on 

our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 

assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office 

Public Records requests PublicRecords@sao.wa.gov  

Main telephone (360) 902-0370 

Toll-free Citizen Hotline (866) 902-3900 

Website www.sao.wa.gov 
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