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SCHEDULEOFFINDINGSANDQUESTIONEDCOSTS

CityofPortTownsend
JeffersonCounty

January1, 2016throughDecember31, 2016

SECTIONI
TheresultsofourauditoftheCityofPortTownsendaresummarizedbelowinaccordancewith
Title2U.S. CodeofFederalRegulations(CFR) Part200, UniformAdministrativeRequirements,  
CostPrinciples, andAuditRequirementsforFederalAwards(UniformGuidance). 

FinancialStatements
Weissuedanunmodifiedopiniononthefairpresentationofthe financialstatementsin
accordancewithitsregulatorybasisofaccounting.  Separately, weissuedanadverseopinionon
thefairpresentationofallfundswithregardtoaccountingprinciplesgenerallyacceptedinthe
UnitedStatesofAmerica (GAAP) becausethefinancialstatementsarepreparedusingabasisof
accountingotherthanGAAP. 

InternalControloverFinancialReporting: 

SignificantDeficiencies: Wereportednodeficienciesinthedesignoroperationof
internalcontroloverfinancialreportingthatweconsidertobesignificantdeficiencies. 

MaterialWeaknesses: Weidentifiednodeficienciesthatweconsidertobematerial
weaknesses. 

Wenotednoinstancesofnoncompliancethatwerematerialtothefinancialstatementsofthe
City. 

FederalAwards
InternalControloverMajorPrograms: 

SignificantDeficiencies: Wereportednodeficienciesinthedesignoroperationof
internalcontrolovermajorfederalprogramsthatweconsidertobesignificant
deficiencies. 

MaterialWeaknesses: Weidentifiednodeficienciesthatweconsidertobematerial
weaknesses. 
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majorfederalprogram. 

Wereportednofindingsthatarerequiredtobedisclosedinaccordancewith2CFR200.516(a). 

IdentificationofMajorFederalPrograms: 
Thefollowingprogramwasselectedasamajorprograminourauditofcompliancein
accordancewiththeUniformGuidance. 

CFDANo. ProgramorClusterTitle
66.468CapitalizationGrantsforDrinkingWaterStateRevolvingFunds

ThedollarthresholdusedtodistinguishbetweenTypeAandTypeBprograms, asprescribedby
theUniformGuidance, was $750,000. 

TheCitydidnotqualifyasalow-riskauditeeundertheUniformGuidance. 

SECTIONII FINANCIALSTATEMENTFINDINGS
Nonereported. 

SECTIONIII FEDERALAWARDFINDINGSANDQUESTIONED
COSTS
Nonereported. 
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SREPORTONINTERNALCONTROL
OVERFINANCIALREPORTINGANDONCOMPLIANCEAND

OTHERMATTERSBASEDONANAUDITOFFINANCIAL
STATEMENTSPERFORMEDINACCORDANCEWITH

GOVERNMENTAUDITINGSTANDARDS

CityofPortTownsend
JeffersonCounty

January1, 2016throughDecember31, 2016

MayorandCityCouncil
CityofPortTownsend
PortTownsend, Washington

Wehaveaudited, inaccordancewithauditingstandardsgenerallyacceptedintheUnitedStates
ofAmericaandthestandardsapplicabletofinancialauditscontainedinGovernmentAuditing
Standards, issuedbytheComptrollerGeneraloftheUnitedStates, thefinancialstatementsofthe
CityofPortTownsend, JeffersonCounty,Washington, asofandfortheyearendedDecember
31, 2016, andthere
financialstatements, andhaveissuedourreportthereondatedJuly17, 2017. 

accordancewithitsregulatorybasisofaccounting.  Weissuedanadverseopiniononthefair
presentationwithregardtoaccountingprinciplesgenerallyacceptedintheUnitedStatesof
America (GAAP) becausethefinancialstatementsarepreparedbytheCityusingaccounting

Budgeting, Accounting
andReportingSystem(BARS) manualdescribedinNote1, whichisabasisofaccountingother
thanGAAP.  Theeffectsonthefinancialstatementsofthevariancesbetweenthebasisof
accountingdescribedinNote1andaccountingprinciplesgenerallyacceptedintheUnitedStates
ofAmerica, althoughnotreasonablydeterminable, arepresumedtobematerial. 

INTERNALCONTROLOVERFINANCIALREPORTING

internalcontroloverfinancialreporting (internalcontrol) todeterminetheauditproceduresthat
areappropriateinthecircumstancesforthepurposeofexpressingouropiniononthefinancial

internalcontrol. 
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Adeficiencyininternalcontrolexistswhenthedesignoroperationofacontroldoesnotallow
managementoremployees, inthenormalcourseofperformingtheirassignedfunctions, to
prevent, ordetectandcorrect, misstatementsonatimelybasis.  Amaterialweaknessisa
deficiency, oracombinationofdeficiencies, ininternalcontrolsuchthatthereisareasonable
possibilitythatamaterialmisstatementoftheCity'sfinancialstatementswillnotbeprevented,  
ordetectedandcorrectedonatimelybasis.  Asignificantdeficiencyisadeficiency, ora
combinationofdeficiencies, ininternalcontrolthatislessseverethanamaterialweakness, yet
importantenoughtomeritattentionbythosechargedwithgovernance. 

Ourconsiderationofinternalcontrolwasforthelimitedpurposedescribedinthefirstparagraph
ofthissectionandwasnotdesignedtoidentifyalldeficienciesininternalcontrolthatmightbe
materialweaknessesorsignificantdeficiencies.  Giventheselimitations, duringourauditwedid
notidentifyanydeficienciesininternalcontrolthatweconsidertobematerialweaknesses.   
However, materialweaknessesmayexistthathavenotbeenidentified. 

COMPLIANCEANDOTHERMATTERS
Aspartofobtainingreasonable

oflaws, regulations, contractsandgrantagreements, noncompliancewithwhichcouldhavea
directandmaterialeffectonthedeterminationoffinancialstatementamounts.  However,  
providinganopiniononcompliancewiththoseprovisionswasnotanobjectiveofouraudit, and
accordingly, wedonotexpresssuchanopinion. 

Theresultsofourtestsdisclosednoinstancesofnoncomplianceorothermattersthatare
requiredtobereportedunderGovernmentAuditingStandards. 

PURPOSEOFTHISREPORT
Thepurposeofthisreportissolelytodescribethescopeofourtestingofinternalcontroland
complianceandtheresultsofthattesting, andnottoprovideanopinionontheeffectivenessof

sanintegralpartofanauditperformed
inaccordancewithGovernmentAuditingStandards
compliance.  Accordingly, thiscommunicationisnotsuitableforanyotherpurpose.  However,  
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thisreportisamatterofpublicrecordanditsdistributionisnotlimited.  Italsoservesto
disseminateinformationtothepublicasareportingtooltohelpcitizensassessgovernment
operations. 

PatMcCarthy

StateAuditor

Olympia, WA

July17, 2017
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INDEPENDENT COMPLIANCEFOR
EACHMAJORFEDERALPROGRAMANDREPORTON

INTERNALCONTROLOVERCOMPLIANCEINACCORDANCE
WITHTHEUNIFORMGUIDANCE

CityofPortTownsend
JeffersonCounty

January1, 2016throughDecember31, 2016

MayorandCityCouncil
CityofPortTownsend
PortTownsend, Washington

REPORTONCOMPLIANCEFOREACHMAJORFEDERAL
PROGRAM
WehaveauditedthecomplianceoftheCityofPortTownsend,JeffersonCounty, Washington,  
withthetypesofcompliancerequirementsdescribedintheU.S. OfficeofManagementand
Budget (OMB)ComplianceSupplementthatcouldhaveadirectandmaterialeffectoneachof
theCity
federalprogramsareidentifiedintheaccompanyingScheduleofFindingsandQuestionedCosts. 

Managementisresponsibleforcompliancewithfederalstatutes, regulations, andthetermsand
conditionsofitsfederalawardsapplicabletoitsfederalprograms. 

Responsibility

programsbasedonourauditofthetypesofcompliancerequirementsreferredtoabove.  We
conductedourauditofcomplianceinaccordancewithauditingstandardsgenerallyacceptedin
theUnitedStatesofAmerica; thestandardsapplicabletofinancialauditscontainedin
GovernmentAuditingStandards, issuedbytheComptrollerGeneraloftheUnitedStates; andthe
auditrequirementsofTitle2U.S.CodeofFederalRegulationsPart200, UniformAdministrative
Requirements, CostPrinciples, andAuditRequirementsforFederalAwards(Uniform
Guidance).ThosestandardsandtheUniformGuidancerequirethatweplanandperformthe
audittoobtainreasonableassuranceaboutwhethernoncompliancewiththetypesofcompliance
requirementsreferredtoabovethatcouldhaveadirectandmaterialeffectonamajorfederal
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s
compliancewiththoserequirementsandperformingsuchotherproceduresasweconsidered
necessaryinthecircumstances.    

Webelievethatourauditprovidesareasonablebasisforouropiniononcomplianceforeach
majorfederalprogram.  Ourauditdoe
compliance.  

OpiniononEachMajorFederalProgram

Inouropinion, theCitycomplied, inallmaterialrespects, withthetypesofcompliance
requirementsreferredtoabovethatcouldhaveadirectandmaterialeffectoneachofitsmajor
federalprogramsfortheyearendedDecember31, 2016.   

REPORTONINTERNALCONTROLOVERCOMPLIANCE
ManagementoftheCityisresponsibleforestablishingandmaintainingeffectiveinternalcontrol
overcompliancewiththetypesofcompliancerequirementsreferredtoabove.  Inplanningand
performingourauditofcomplia
withthetypesofrequirementsthatcouldhaveadirectandmaterialeffectoneachmajorfederal
programinordertodeterminetheauditingproceduresthatareappropriateinthecircumstances
forthepurposeofexpressinganopiniononcomplianceforeachmajorfederalprogramandto
testandreportoninternalcontrolovercomplianceinaccordancewiththeUniformGuidance, 
butnotforthepurposeofexpressinganopinionontheeffectivenessofinternalcontrolover
compliance.  Accordingly, wedonotexpressanopinionontheeffectivenessoftheCity's
internalcontrolovercompliance. 

Adeficiencyininternalcontrolovercomplianceexistswhenthedesignoroperationofacontrol
overcompliancedoesnotallowmanagementoremployees, inthenormalcourseofperforming
theirassignedfunctions, toprevent, ordetectandcorrect, noncompliancewithatypeof
compliancerequirementofafederalprogramonatimelybasis.  Amaterialweaknessininternal
controlovercomplianceisadeficiency, orcombinationofdeficiencies, ininternalcontrolover
compliance, suchthatthereisareasonablepossibilitythatmaterialnoncompliancewithatypeof
compliancerequirementofafederalprogramwillnotbeprevented, ordetectedandcorrected, on
atimelybasis.  Asignificantdeficiencyininternalcontrolovercomplianceisadeficiency, ora
combinationofdeficiencies, ininternalcontrolovercompliancewithatypeofcompliance
requirementofafederalprogramthatislessseverethanamaterialweaknessininternalcontrol
overcompliance, yetimportantenoughtomeritattentionbythosechargedwithgovernance. 

Ourconsiderationofinternalcontrolovercompliancewasforthelimitedpurposedescribedin
thefirstparagraphofthissectionandwasnotdesignedtoidentifyalldeficienciesininternal

WashingtonStateAuditor'sOfficePage10



controlthatmightbematerialweaknessesorsignificantdeficiencies.  Wedidnotidentifyany
deficienciesininternalcontrolovercompliancethatweconsidertobematerialweaknesses.   
However, materialweaknessesmayexistthathavenotbeenidentified. 

PurposeofthisReport

Thepurposeofthisreportoninternalcontrolovercomplianceissolelytodescribethescopeof
ourtestingofinternalcontrolovercomplianceandtheresultsofthattestingbasedonthe
requirementsoftheUniformGuidance.  Accordingly, thisreportisnotsuitableforanyother
purpose.  However, thisreportisamatterofpublicrecordanditsdistributionisnotlimited.  It
alsoservestodisseminateinformationtothepublicasareportingtooltohelpcitizensassess
governmentoperations. 

PatMcCarthy

StateAuditor

Olympia, WA

July17, 2017
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SREPORTON
FINANCIALSTATEMENTS

CityofPortTownsend
JeffersonCounty

January1, 2016throughDecember31, 2016

MayorandCityCouncil
CityofPortTownsend
PortTownsend, Washington

REPORTONTHEFINANCIALSTATEMENTS
WehaveauditedtheaccompanyingfinancialstatementsoftheCityofPortTownsend,Jefferson
County, Washington, fortheyearendedDecember31, 2016, andtherelatednotestothe
financialstatements, whichcollectivelycomprisetheCityaslistedon
page16. 

Managementisresponsibleforthepreparationandfairpresentationofthesefinancialstatements
inaccordancewiththefinancialreportingprovisionsofWashingtonStatestatutesandthe
Budgeting, AccountingandReportingSystem(BARS) manualprescribedbytheStateAuditor
describedinNote1.  Thisincludesdeterminingthatthebasisofaccountingisacceptableforthe
presentationofthefinancialstatementsinthecircumstances.  Managementisalsoresponsible
forthedesign, implementationandmaintenanceofinternalcontrolrelevanttothepreparation
andfairpresentationoffinancialstatementsthatarefreefrommaterialmisstatement, whether
duetofraudorerror. 

Ourresponsibilityistoexpressanopiniononthesefinancialstatementsbasedonouraudit.  We
conductedourauditinaccordancewithauditingstandardsgenerallyacceptedintheUnited
StatesofAmericaandthestandardsapplicabletofinancialauditscontainedinGovernment
AuditingStandards, issuedbytheComptrollerGeneraloftheUnitedStates.  Thosestandards
requirethatweplanandperformtheaudittoobtainreasonableassuranceaboutwhetherthe
financialstatementsarefreefrommaterialmisstatement.     

Anauditinvolvesperformingprocedurestoobtainauditevidenceabouttheamountsand
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judgment, includingtheassessmentoftherisksofmaterialmisstatementofthefinancial
statements, whetherduetofraudorerror.  Inmakingthoseriskassessments, theauditor
considersinternalcontrolrelevanttotheCity
statementsinordertodesignauditproceduresthatareappropriateinthecircumstances, butnot
forthepurposeofexpressinganopinionontheeffectivenessoftheCity
Accordingly, weexpressnosuchopinion.  Anauditalsoincludesevaluatingtheappropriateness
ofaccountingpoliciesusedandthereasonablenessofsignificantaccountingestimatesmadeby
management, aswellasevaluatingtheoverallpresentationofthefinancialstatements. 

Webelievethattheauditevidencewehaveobtainedissufficientandappropriatetoprovidea
basisforourauditopinions. 

UnmodifiedOpiniononRegulatoryBasisofAccounting (BARSManual) 

AsdescribedinNote1, theCityofPortTownsendhaspreparedthesefinancialstatementsto
meetthefinancialreportingrequirementsofWashingtonStatestatutesusingaccounting
practicesprescribedbythe Budgeting, AccountingandReportingSystem(BARS)  
manual. Thoseaccountingpracticesdifferfromaccountingprinciplesgenerallyacceptedinthe
UnitedStatesofAmerica(GAAP).  Thedifferencesintheseaccountingpracticesarealso
describedinNote1. 

Inouropinion, thefinancialstatementsreferredtoabovepresentfairly, inallmaterialrespects,  
thefinancialpositionandresultsofoperationsoftheCityofPortTownsend, fortheyearended
December31, 2016, onthebasisofaccountingdescribedinNote1. 

BasisforAdverseOpiniononU.S. GAAP

AuditingstandardsissuedbytheAmericanInstituteofCertifiedPublicAccountants (AICPA)  
requireauditorstoformallyacknowledgewhengovernmentsdonotpreparetheirfinancial
statements, intendedforgeneraluse, inaccordancewithGAAP.  Theeffectsonthefinancial
statementsofthevariancesbetweenGAAPandtheaccountingpracticestheCityused, as
describedinNote1, althoughnotreasonablydeterminable, arepresumedtobematerial.  Asa
result, wearerequiredtoissueanadverseopiniononwhetherthefinancialstatementsare
presentedfairly, inallmaterialrespects, inaccordancewithGAAP. 
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AdverseOpiniononU.S. GAAP

Thefinancialstatementsreferredtoabovewerenotintendedto, andinouropiniontheydonot,  
presentfairly, inaccordancewithaccountingprinciplesgenerallyacceptedintheUnitedStates
ofAmerica, thefinancialpositionoftheCityofPortTownsend, asofDecember31, 2016, orthe
changesinfinancialpositionorcashflowsfortheyearthenended, duetothesignificanceofthe
matterdiscussedinthea

OtherMatters

SupplementaryandOtherInformation

Ourauditwasperformedforthepurposeofforminganopiniononthefinancialstatementstaken
asawhole.  TheaccompanyingScheduleofExpendituresofFederalAwardsispresentedfor
purposesofadditionalanalysisasrequiredbyTitle2U.S. CodeofFederalRegulations(CFR)  
Part200, UniformAdministrativeRequirements, CostPrinciples, andAuditRequirementsfor
FederalAwards(UniformGuidance). TheaccompanyingScheduleofLiabilitiesisalso
presentedforpurposesofadditionalanalysis, asrequiredbytheprescribedBARSmanual.   
Theseschedulesarenotarequiredpartofthefinancialstatements.  Suchinformationisthe
responsibilityofmanagementandwasderivedfromandrelatesdirectlytotheunderlying
accountingandotherrecordsusedtopreparethefinancialstatements.  Theinformationhasbeen
subjectedtotheauditingproceduresappliedintheauditofthefinancialstatementsandcertain
additionalprocedures, includingcomparingandreconcilingsuchinformationdirectlytothe
underlyingaccountingandotherrecordsusedtopreparethefinancialstatementsortothe
financialstatementsthemselves, andotheradditionalproceduresinaccordancewithauditing
standardsgenerallyacceptedintheUnitedStatesofAmerica.  Inouropinion, theinformationis
fairlystated, inallmaterialrespects, inrelationtothefinancialstatementstakenasawhole. 

OTHERREPORTINGREQUIREDBYGOVERNMENTAUDITING
STANDARDS
InaccordancewithGovernmentAuditingStandards, wehavealsoissuedourreportdated
July
ourtestsofitscompliancewithcertainprovisionsoflaws, regulations, contractsandgrant
agreementsandothermatters.  Thepurposeofthatreportistodescribethescopeofourtesting
ofinternalcontroloverfinancialreportingandcomplianceandtheresultsofthattesting, andnot
toprovideanopiniononinternalcontroloverfinancialreportingoroncompliance.  Thatreport
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isanintegralpartofanauditperformedinaccordancewithGovernmentAuditingStandardsin
overfinancialreportingandcompliance. 

PatMcCarthy

StateAuditor

Olympia, WA

July17, 2017
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FINANCIALSECTION

CityofPortTownsend
JeffersonCounty

January1, 2016throughDecember31, 2016

FINANCIALSTATEMENTS
FundResourcesandUsesArisingfromCashTransactions2016
FiduciaryFundResourcesandUsesArisingfromCashTransactions2016
NotestoFinancialStatements2016

SUPPLEMENTARYANDOTHERINFORMATION
ScheduleofLiabilities2016
ScheduleofExpendituresofFederalAwards2016
NotestotheScheduleofExpendituresofFederalAwards2016
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Theaccompanyingnotesareanintegralpartofthisstatement. 
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Theaccompanyingnotesareanintegralpartofthisstatement. 
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Theaccompanyingnotesareanintegralpartofthisschedule. 
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Theaccompanyingnotesareanintegralpartofthisschedule. 
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ABOUTTHESTATEA

TheStateAuditor'sOfficeisestablishedinthestate'sConstitutionandispartoftheexecutive
branchofstategovernment. TheStateAuditoriselectedbythecitizensofWashingtonand
servesfour-yearterms. 

Weworkwithourauditclientsandcitizenstoachieveourvisionofgovernmentthatworksfor
citizens, byhelpinggovernmentsworkbetter, costless, deliverhighervalue, andearngreater
publictrust. 

Infulfillingourmissiontoholdstateandlocalgovernmentsaccountablefortheuseofpublic
resources, wealsoholdourselvesaccountablebycontinuallyimprovingourauditqualityand
operationalefficiencyanddevelopinghighlyengagedandcommittedemployees. 

Asanelectedagency, theStateAuditor'sOfficehastheindependencenecessarytoobjectively
performauditsandinvestigations. Ourauditsaredesignedtocomplywithprofessionalstandards
aswellastosatisfytherequirementsoffederal, state, andlocallaws. 

Ourauditslookatfinancialinformationandcompliancewithstate, federalandlocallawsonthe
partofalllocalgovernments, includingschools, andallstateagencies, includinginstitutionsof
highereducation. Inaddition, weconductperformanceauditsofstateagenciesandlocal
governmentsaswellasfraud, statewhistleblowerandcitizenhotlineinvestigations.  

Theresultsofourworkarewidelydistributedthroughavarietyofreports, whichareavailable
onourwebsiteandthroughourfree, electronicsubscriptionservice.  

Wetakeourroleaspartnersinaccountabilityseriously, andprovidetrainingandtechnical
assistancetogovernments, andhaveanextensivequalityassuranceprogram. 

PublicRecordsrequestsPublicRecords@sao.wa.gov

Maintelephone(360)902-0370

Toll-freeCitizenHotline(866)902-3900

Websitewww.sao.wa.gov
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