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SCHEDULE OF FINDINGS AND QUESTIONED COSTS
City of Clarkston
January 1, 2020 through December 31, 2020
SECTION I – SUMMARY OF AUDITOR’S RESULTS
The results of our audit of the City of Clarkston 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 City’s financial statements in
accordance with its regulatory basis of accounting. Separately, we issued an adverse opinion on
the fair presentation with regard to accounting principles generally accepted in the United States
of America (GAAP) because the financial statements are prepared using a basis of accounting
other than GAAP.
Internal Control over Financial Reporting:
x Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.
x Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.
We noted no instances of noncompliance that were material to the financial statements of the City.

Federal Awards
Internal Control over Major Programs:
x Significant Deficiencies: We identified deficiencies in the design or operation of internal
control over major federal programs that we consider to be significant deficiencies.
x Material Weaknesses: We identified deficiencies that we consider to be material
weaknesses.
We issued an unmodified opinion on the City’s compliance with requirements applicable to its
major federal program.
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 program was selected as a major program in our audit of compliance in accordance
with the Uniform Guidance.
CFDA No.
97.044

Program or Cluster Title
Assistance to Firefighters Grant

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
the Uniform Guidance, was $750,000.
The City did not qualify as a low-risk auditee under the Uniform Guidance.

SECTION II – FINANCIAL STATEMENT FINDINGS
None reported.

SECTION III – FEDERAL AWARD FINDINGS AND QUESTIONED
COSTS
See Finding 2020-001.
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SCHEDULE OF FEDERAL AWARD FINDINGS AND
QUESTIONED COSTS
City of Clarkston
January 1, 2020 through December 31, 2020
2020-001

The City had inadequate internal controls for ensuring compliance
with federal procurement, suspension and debarment, and cash
management requirements.
CFDA Number and Title:
Federal Grantor Name:
Federal Award/Contract Number:

Pass-through Entity Name:
Pass-through Award/Contract
Number:

97.044 – Assistance to Firefighters
Grant
Federal Emergency Management
Agency (FEMA)
EMW-2018-FO-01923
EMW-2019-FO-01017
EMW-2020-FO-00798
N/A
N/A
$0

Questioned Cost Amount:

Background
The purpose of the Assistance to Firefighters Grant (AFG) is to enhance the safety
of the public and firefighters by providing direct financial assistance for critically
needed resources that equip and train emergency personnel to recognized standards.
During fiscal year 2020, the City spent $369,623 in AFG program funds to pay for
self-contained breathing apparatus (SCBA) devices, rapid intervention team (RIT)
kits, and radio equipment.
Federal regulations require recipients to establish and maintain internal controls
that ensure compliance with program requirements. These controls include
understanding grant requirements and monitoring the effectiveness of established
controls.
Procurement
Federal regulations require award recipients to follow their own documented
procurement procedures, which must reflect the most restrictive of applicable
federal, state or local laws. The procedures must conform to federal procurement
Office of the Washington State Auditor
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standards of 2 CFR 200.318-327 and ensure recipients follow the most restrictive
thresholds and methods when using federal funds. Additionally, federal regulations
require recipients to maintain written standards of conduct covering conflicts of
interest and governing the actions of employees engaged in the selection, award, or
administration of contracts procured with federal funds.
When using federal funds to procure goods or services, governments must apply
the more restrictive of federal requirements, state law or local policy by obtaining
quotes or following a competitive bidding process, depending on the estimated cost
of the purchase. City policy and state law are most restrictive and require a formal
bid process for purchases of goods and services of $15,000 or more.
State and federal requirements allow local entities to bypass normal procurement
laws through a process commonly referred to as “piggybacking.” This process
allows entities to purchase goods and services using contracts awarded by another
government or group of governments via an interlocal agreement or cooperative.
To comply with piggybacking law, the entity must enter into this interlocal
agreement before it purchases services or goods from the other entity’s bid contract.
If the City uses such an agreement, federal regulations require it to confirm the
awarding entity followed all procurement laws and regulations applicable to the
City when selecting the contractor.
Suspension and debarment
Federal requirements prohibit grant recipients from contracting with parties
suspended or debarred from doing business with the federal government. Whenever
the City contracts for goods or services that it expects to equal or exceed $25,000,
paid all or in part with federal funds, it must verify the contractor is not suspended
or debarred. The City can verify a contractor’s status by obtaining written
certification from the contractor, or it can insert a clause into the contract stating
the contractor is not suspended or debarred. Alternatively, the City can check the
U.S. General Services Administration’s Excluded Parties List System (EPLS). The
City must meet one of these requirements before awarding the contract or making
purchases, and it must keep documentation demonstrating compliance with this
federal requirement.
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Cash management
The City’s grant agreements allowed it to receive award funds as cash advances or
reimbursements for allowable program costs. For cash advances, federal
regulations and the grant agreements require recipients to:
x

x

Maintain written procedures that minimize the time between the receipt of
federal funds from the grantor and the disbursement of those funds to
contractors providing goods and services. The grantor requires recipients to
disburse funds within 30 days of receiving advances.
Track interest earned on cash advances and remit interest earnings
exceeding $500 back to the grantor.

Description of Condition
Procurement
The City’s established purchasing policy does not conform to federal procurement
standards and does not include all methods for procurement, such as piggybacking.
Additionally, the City’s own written conflict of interest policy does not conform to
federal regulations because it does not include the following elements:
x

x

No employee, officer, or agent may participate in the selection, award, or
administration of a contract supported by a federal award if they have a real
or apparent conflict of interest.
The officers, employees, and agents may neither solicit nor accept
gratuities, favors, or anything of monetary value from contractors or parties
to subcontracts.

Although the City has controls over procurement, they were ineffective for ensuring
compliance with all applicable requirements. The City did not perform competitive
procurement procedures or establish an interlocal agreement to piggyback on a lead
awarding agency’s contract before purchasing $210,902 in RIT kits and SCBA
equipment of which the City charged $207,359 to the federal program. Further, the
City did not obtain a copy of the lead agency’s cost or price analysis to confirm it
performed the analysis before receiving bids or proposals, as federal regulations
require.
We consider this internal control deficiency to be a material weakness, which led
to material noncompliance.

Office of the Washington State Auditor

sao.wa.gov

Page 8

Suspension and debarment
The City did not have effective internal controls for verifying the suspension and
debarment status of contractors for purchases exceeding $25,000. The City did
business with two contractors without maintaining documentation demonstrating it
verified the contractors were not suspended or debarred.
We consider this internal control deficiency to be a material weakness, which led
to material noncompliance.
Cash management
The City did not have effective internal controls for ensuring it established written
procedures over cash advances and disbursed federal funds to the contractor within
30 days, as the grantor requires. Additionally, the City did not have a process in
place to track interest earned on cash advances for remittance back to the grantor
when applicable.
We consider this internal control deficiency to be a significant deficiency.
These issues were not reported as findings in the prior audit.

Cause of Condition
Procurement
City employees were aware the purchasing and conflict of interest policies needed
updating to conform to federal procurement standards. However, the City did not
prioritize updating the policies before procuring contracts with federal funds. City
employees thought they followed piggybacking procedures, but they were unaware
the City did not enter into an interlocal agreement with the lead agency that
procured and awarded the contracts. Further, the City had copies of the lead
agency’s procurement documentation, but could not locate the cost or price analysis
and did not perform its own analysis before making the purchase.
Suspension and debarment
The Clerk Treasurer said the Fire Chiefs, who are no longer with the City, provided
verbal confirmation that they verified the contractors’ suspension and debarment
status. However, the City did not keep documentation demonstrating it verified
contractors were not suspended or debarred from participating in federal programs
before entering into contracts.
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Cash management
City employees were not aware the City was required to establish written
procedures for cash advances. They also said they did not track interest earned from
cash advances because the amount of time that elapses between receiving and
disbursing federal funds is typically less than 30 days and they keep all federal
funds received in a noninterest-bearing account. The City intended to spend the
cash advance in a timely manner, but did not receive the contractor’s invoice to
allow for payment until about four months after it delivered the goods. Further, the
City did not document its efforts to obtain the contractor’s invoice or to notify the
grantor of the delay in disbursing funds.

Effect of Condition
Procurement
Without updated written procedures, the City is at greater risk of noncompliance
with following the most restrictive procurement methods and standards of conduct
requirements when procuring contractors paid all or in part with federal funds.
Additionally, because the City did not enter into an interlocal agreement with the
lead agency, state law would have required it to competitively procure the
equipment purchases. Without effective internal controls that ensure it followed
procurement or piggybacking procedures, the City cannot demonstrate it complied
with applicable federal procurement requirements and received the best price when
purchasing equipment. However, since the purchase was allowable under the
federal program, we are not questioning costs.
Suspension and debarment
The City paid two contractors $369,264 in federal funds during fiscal year 2020,
and it did not obtain written certifications, insert clauses into contracts, or check
the EPLS to verify the contractors were not suspended or debarred before
contracting.
Without effective internal controls and maintaining documentation, the City cannot
ensure the contractors it paid with federal funds are eligible to participate in federal
programs. Any program funds the City used to pay contractors that have been
suspended or debarred 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.

Office of the Washington State Auditor

sao.wa.gov

Page 10

Cash management
We tested 12 invoices and found the City did not disburse payment for one invoice,
totaling $2,309, until 125 days after receipt of the cash advance. Because the City
held the cash advance in a noninterest-bearing account, it was not required to remit
any interest earnings to the grantor.

Recommendation
We recommend the City:
x

x

x

x

Update and maintain its written procurement and standards of conduct
policies and procedures and ensure they conform to federal standards for all
procurement transactions
Strengthen internal controls to ensure it procures goods and services in
accordance with federal regulations and the City’s own procurement
policies and procedures
Strengthen internal controls to maintain documentation demonstrating it
verified contractors paid $25,000 or more, all or in part with federal funds,
are not suspended or debarred
Establish and follow written policies and procedures for cash advances that
ensure it minimizes the time between receiving and disbursing federal funds
and tracks interest earned on cash advances

City’s Response
The City is in the process of modifying the policy regarding federal procurement,
suspension and debarment, and cash management to ensure compliance with usage
of federal funds.
The City plans to update the procurement policy and standards of conduct policy
to ensure that federal standards are being maintained.
The City will strengthen internal controls to ensure that procurement of goods and
services will comply with federal regulations and the City’s procurement policy.
The City will ensure that suspension and debarment documentation will be retained
for purchases of $25,000 or more to any contractor paid all or in part with federal
funds.
The City will establish written cash management policy to minimize time between
receiving and disbursing federal funds and to ensure compliance with the policy.
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Auditor’s Remarks
We appreciate the City’s commitment to resolve this finding and thank the City for
its cooperation and professionalism during the audit. 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 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.
Title 2 CFR Part 200, Uniform Guidance, section 318, General procurement
standards, establishes requirements for written procedures and requirements for
maintaining records sufficient to detail the history of procurement.
Title 2 CFR Part 200, Uniform Guidance, section 320, Methods of procurement to
be followed, establishes requirements for procuring with Federal funds by nonfederal entities.
Title 2 CFR Part 180, OMB Guidelines on Agencies on Government Wide
Department and Suspension (Nonprocurement) establishes non-procurement
debarment and suspension regulations implementing Executive Orders 12549 and
12689.
Title 2 CFR Part 200, Uniform Guidance, section 305, Payment, establishes
requirements for the method of reimbursement and disbursement of Federal funds
by non-Federal entities.
Department of Homeland Security (DHS) Notice of Funding Opportunity (NOFO),
section VIII, Payments and Amendments, specifies recipients shall be paid in
advance, provided they maintain, or demonstrate the willingness and ability to
maintain procedures to minimize the time elapsing between the transfer of funds
and its disbursement by the recipient (not to exceed 30 days).
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INDEPENDENT AUDITOR’S REPORT
Report on Internal Control over Financial Reporting and on Compliance and Other
Matters Based on an Audit of Financial Statements Performed in Accordance with
Government Auditing Standards
City of Clarkston
January 1, 2019 through December 31, 2020
Mayor and City Council
City of Clarkston
Clarkston, Washington
We have audited, in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of the
City of Clarkston, as of and for the years ended December 31, 2020 and 2019, and the related notes
to the financial statements, which collectively comprise the City’s financial statements, and have
issued our report thereon dated March 18, 2022.
We issued an unmodified opinion on the fair presentation of the City’s financial statements in
accordance with its regulatory basis of accounting. We issued an adverse opinion on the fair
presentation with regard to accounting principles generally accepted in the United States of
America (GAAP) because the financial statements are prepared by the City using accounting
practices prescribed by state law and the State Auditor’s Budgeting, Accounting and Reporting
System (BARS) manual described in Note 1, which is a basis of accounting other than GAAP. The
effects on the financial statements of the variances between the basis of accounting described in
Note 1 and accounting principles generally accepted in the United States of America, although not
reasonably determinable, are presumed to be material.
As discussed in Note 9 to the 2020 financial statements, the full extent of the COVID-19
pandemic’s direct or indirect financial impact on the City is unknown. Management’s plans in
response to this matter are also described in Note 9.
As discussed in Note 8 to the 2019 financial statements, during the year ended December 31, 2019
the City adopted new accounting guidance for presentation and disclosure of postemployment
benefits other than pensions, as required by the BARS manual.
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INTERNAL CONTROL OVER FINANCIAL REPORTING
In planning and performing our audits of the financial statements, we considered the City’s internal
control over financial reporting (internal control) to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control.
A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the City’s financial statements will not be prevented, or detected and
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of
deficiencies, in internal control that is less severe than a material weakness, yet important enough
to merit attention by those charged with governance.
Our consideration of internal control was for the limited purpose described in the first paragraph
of this section and was not designed to identify all deficiencies in internal control that might be
material weaknesses or significant deficiencies. Given these limitations, during our audit we did
not identify any deficiencies in internal control that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.
In addition, we noted certain matters that we will report to the management of the City in a separate
letter dated March 22, 2022.

COMPLIANCE AND OTHER MATTERS
As part of obtaining reasonable assurance about whether the City’s financial statements are free
from material misstatement, we performed tests of the City’s compliance with certain provisions
of laws, regulations, contracts and grant agreements, noncompliance with which could have a
direct and material effect on the determination of financial statement amounts. However, providing
an opinion on compliance with those provisions was not an objective of our audit, and accordingly,
we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT
The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
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City’s internal control or on compliance. This report is an integral part of an audit performed in
accordance with Government Auditing Standards in considering the City’s internal control and
compliance. Accordingly, this communication is not suitable for any other purpose. However, this
report is a matter of public record and its distribution is not limited. It also serves to disseminate
information to the public as a reporting tool to help citizens assess government operations.

Pat McCarthy, State Auditor
Olympia, WA
March 18, 2022
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INDEPENDENT AUDITOR’S REPORT
Report on Compliance for Each Major Federal Program and Report on Internal
Control over Compliance in Accordance with the Uniform Guidance
City of Clarkston
January 1, 2020 through December 31, 2020
Mayor and City Council
City of Clarkston
Clarkston, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL
PROGRAM
We have audited the compliance of the City of Clarkston, 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 City’s major federal
programs for the year ended December 31, 2020. The City’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 City’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
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 City’s compliance with those
requirements and performing such other procedures as we considered necessary in the
circumstances.
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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 City’s compliance.
Opinion on Each Major Federal Program
In our opinion, the City complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2020.
Other Matters
The results of our auditing procedures disclosed instances of noncompliance with those
requirements, which is required to be reported in accordance with the Uniform Guidance and
which is described in the accompanying Schedule of Federal Award Findings and Questioned
Costs as Finding 2020-001. Our opinion on each major federal program is not modified with
respect to these matters.
City’s Response to Findings
The City’s response to the noncompliance findings identified in our audit is described in the
accompanying Schedule of Federal Award Findings and Questioned Costs. The City’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 City 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 City’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 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 City’s internal control over
compliance.
Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph 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. However, as discussed
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below, we identified certain deficiencies in internal control over compliance that we consider to
be material weaknesses and significant deficiencies.
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. We consider the deficiencies in internal control over compliance described in the
accompanying Schedule of Federal Award Findings and Questioned Costs as Finding 2020-001 to
be a material weakness.
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. We consider the
deficiencies in internal control over compliance described in the accompanying Schedule of
Federal Award Findings and Questioned Costs as Finding 2020-001 to be a significant deficiency.
City’s Response to Findings
The City’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
City’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
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
March 18, 2022
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INDEPENDENT AUDITOR’S REPORT
Report on the Financial Statements
City of Clarkston
January 1, 2019 through December 31, 2020
Mayor and City Council
City of Clarkston
Clarkston, Washington

REPORT ON THE FINANCIAL STATEMENTS
We have audited the accompanying financial statements of the City of Clarkston, for the years
ended December 31, 2020 and 2019, and the related notes to the financial statements, which
collectively comprise the City’s financial statements, as listed on page 23.
Management’s Responsibility for the Financial Statements
Management is responsible for the preparation and fair presentation of these financial statements
in accordance with the financial reporting provisions of state law and the Budgeting, Accounting
and Reporting System (BARS) manual prescribed by the State Auditor described in Note 1. This
includes determining that the basis of accounting is acceptable for the presentation of the financial
statements in the circumstances. Management is also responsible for the design, implementation
and maintenance of internal control relevant to the preparation and fair presentation of financial
statements that are free from material misstatement, whether due to fraud or error.
Auditor’s Responsibility
Our responsibility is to express opinions on these financial statements based on our audits. We
conducted our audits in accordance with auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. Those standards require that
we plan and perform the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor’s judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the City’s preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
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an opinion on the effectiveness of the City’s internal control. Accordingly, we express no such
opinion. An audit also includes evaluating the appropriateness of accounting policies used and the
reasonableness of significant accounting estimates made by management, as well as evaluating the
overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinions.
Unmodified Opinion on Regulatory Basis of Accounting (BARS Manual)
As described in Note 1, the City of Clarkston has prepared these financial statements to meet the
financial reporting requirements of state law using accounting practices prescribed by the State
Auditor’s Budgeting, Accounting and Reporting System (BARS) manual. Those accounting
practices differ from accounting principles generally accepted in the United States of America
(GAAP). The differences in these accounting practices are also described in Note 1.
In our opinion, the financial statements referred to above present fairly, in all material respects,
the cash and investments of the City of Clarkston, and its changes in cash and investments, for the
years ended December 31, 2020 and 2019, on the basis of accounting described in Note 1.
Basis for Adverse Opinion on U.S. GAAP
Auditing standards issued by the American Institute of Certified Public Accountants (AICPA)
require auditors to formally acknowledge when governments do not prepare their financial
statements, intended for general use, in accordance with GAAP. The effects on the financial
statements of the variances between GAAP and the accounting practices the City used, as
described in Note 1, although not reasonably determinable, are presumed to be material. As a
result, we are required to issue an adverse opinion on whether the financial statements are
presented fairly, in all material respects, in accordance with GAAP.
Adverse Opinion on U.S. GAAP
The financial statements referred to above were not intended to, and in our opinion they do not,
present fairly, in accordance with accounting principles generally accepted in the United States of
America, the financial position of the City of Clarkston, as of December 31, 2020 and 2019, or the
changes in financial position or cash flows thereof for the years then ended, due to the significance
of the matter discussed in the above “Basis for Adverse Opinion on U.S. GAAP” paragraph.
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Matters of Emphasis
As discussed in Note 9 to the 2020 financial statements, the full extent of the COVID-19
pandemic’s direct or indirect financial impact on the City is unknown. Management’s plans in
response to this matter are also described in Note 9. Our opinion is not modified with respect to
this matter.
As discussed in Note 8 to the financial statements, in 2019, the City adopted new accounting
guidance for presentation and disclosure of postemployment benefits other than pensions, as
required by the BARS manual. Our opinion is not modified with respect to this matter.
Other Matters
Supplementary and Other Information
Our audits were conducted for the purpose of forming opinions on the financial statements taken
as a whole. The 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). The Schedules of Liabilities are also presented for purposes of
additional analysis, as required by the prescribed BARS manual. These schedules are not a
required part of the financial statements. Such information is the responsibility of management
and was derived from and relates directly to the underlying accounting and other records used to
prepare the financial statements. The information has been subjected to the auditing procedures
applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other
records used to prepare the financial statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated, in all material respects, in
relation to the financial statements taken as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS
In accordance with Government Auditing Standards, we have also issued our report dated
March 18, 2022 on our consideration of the City’s internal control over financial reporting and on
our tests of its compliance with certain provisions of laws, regulations, contracts and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
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integral part of an audit performed in accordance with Government Auditing Standards in
considering the City’s internal control over financial reporting and compliance.

Pat McCarthy, State Auditor
Olympia, WA
March 18, 2022
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2UGLQDQFH
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1RWH±%XGJHW&RPSOLDQFH
7KH&LW\DGRSWVDQQXDO DSSURSULDWHGEXGJHWV IRUDOOIXQGV 7KHVHEXGJHWVDUH DSSURSULDWHGDWWKH
IXQG OHYHO    7KH EXGJHW FRQVWLWXWHV WKH OHJDO DXWKRULW\ IRU H[SHQGLWXUHV DW WKDW OHYHO $QQXDO
DSSURSULDWLRQVIRUWKHVHIXQGVODSVHDWWKHILVFDO\HDUHQG



$QQXDO DSSURSULDWHG EXGJHWV DUH DGRSWHG RQ WKH VDPH EDVLV RI DFFRXQWLQJ DV XVHG IRUILQDQFLDO
UHSRUWLQJ




7KHDSSURSULDWHGDQGDFWXDOH[SHQGLWXUHVIRUWKHOHJDOO\DGRSWHGEXGJHWVZHUHDVIROORZ



)LQDO$SSURSULDWHG $FWXDO([SHQGLWXUHV 
$PRXQWV
)XQG'HSDUWPHQW
9DULDQFH
±*HQHUDO)XQG



±&(5HVHUYH 



±(PS%HQHILW5HVHUYH 



±&RPPXQLW\3URMHFWV 



±1DWLRQDO1LJKW2XW 



±9LFWLP¶V5LJKWV 



±9HKLFOH5HVHUYH 



±'$5()XQG 



&'%*)XQG 



±5HVFXH2QH


 
±6WUHHW)XQG



±7UDQV%HQHILW'LVWULFW



±6WUHHW5HVHUYH 



±'UXJ(QIRUFHPHQW



±$PEXODQFH



±(06&DSLWDO5HVHUYH 



±/RGJLQJ7D[



±0XQL&DS,PSURYHPHQW



±6HZHU2 0


 
±6HZHU(TXLS5HVHUYH



±6HZHU/LQH5HVHUYH



±6HZHU&DS5HSODFHPHQW



±6HZHU5HVHUYH



±6HZHU&RQVWUXFWLRQ



±6HZHU5HYHQXH%RQG



±3:7)/RDQ)XQG



±65)/RDQ)XQG



±6WRUPZDWHU2 0



±6DQLWDWLRQ2 0



±6DQLWDWLRQ(TXLS5HVHUYHA



)XQGVPDUNHGZLWK UROOXSWR
UROOWR
UROOWR  UROOWRDQG A UROOWR

%XGJHWHG DPRXQWV DUH DXWKRUL]HG WR EH WUDQVIHUUHG EHWZHHQ GHSDUWPHQWV ZLWKLQ DQ\ IXQGREMHFW
FODVVHVZLWKLQGHSDUWPHQWVKRZHYHUDQ\UHYLVLRQVWKDWDOWHUWKHWRWDOH[SHQGLWXUHVRIDIXQGRUWKDW
DIIHFW WKH QXPEHU RI DXWKRUL]HG HPSOR\HH SRVLWLRQV VDODU\ UDQJHV KRXUV RU RWKHU FRQGLWLRQV RI
HPSOR\PHQWPXVWEHDSSURYHGE\WKH&LW\¶VOHJLVODWLYHERG\
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1RWH± 'HSRVLWVDQG,QYHVWPHQWV





/*,3LQYHVWPHQWVDUHDPRUWL]HGYDOXH86*RYHUQPHQW6HFXULWLHVDUHRULJLQDOYDOXHDQG7ZLQ5LYHU%DQN&'
LVUHSRUWHGDWIDLUYDOXH ,QYHVWPHQWVE\W\SHDW'HFHPEHUDUHDVIROORZV



















7\SHRIGHSRVLWRULQYHVWPHQW

&LW\¶VRZQGHSRVLWV
DQGLQYHVWPHQWV

/*,3

86*RYHUQPHQW6HFXULWLHV 
7ZLQ5LYHU%DQN&'


'HSRVLWVDQG
LQYHVWPHQWVKHOGE\WKH
&LW\DVFXVWRGLDQIRU
RWKHUORFDO
JRYHUQPHQWV
LQGLYLGXDOVRUSULYDWH
RUJDQL]DWLRQV













7RWDO





7RWDO  







,WLVWKH&LW\¶VSROLF\WRLQYHVWDOOWHPSRUDU\FDVKVXUSOXVHV7KHLQWHUHVWRQWKHVHLQYHVWPHQWVLVSURUDWHG
WRWKHYDULRXVIXQGV
,QYHVWPHQWVLQWKH6WDWH/RFDO*RYHUQPHQW,QYHVWPHQW3RRO /*,3 
7KH&LW\LVDYROXQWDU\SDUWLFLSDQWLQWKH/RFDO*RYHUQPHQW,QYHVWPHQW3RRODQH[WHUQDOLQYHVWPHQWSRRO
RSHUDWHGE\WKH:DVKLQJWRQ6WDWH7UHDVXUHU 7KHSRROLVQRWUDWHGDQGQRWUHJLVWHUHGZLWKWKH6(& 5DWKHU
RYHUVLJKWLVSURYLGHGE\WKH6WDWH)LQDQFH&RPPLWWHHLQDFFRUGDQFHZLWK&KDSWHU5&:
,QYHVWPHQWVLQWKH/*,3DUHUHSRUWHGDWDPRUWL]HGFRVWZKLFKLVWKHVDPHDVWKHYDOXHRIWKHSRROSHUVKDUH
7KH/*,3GRHVQRWLPSRVHDQ\UHVWULFWLRQVRQSDUWLFLSDQWZLWKGUDZDOV
7KH2IILFHRIWKH6WDWH7UHDVXUHUSUHSDUHVDVWDQGDORQHILQDQFLDOUHSRUWIRUWKHSRRO $FRS\RIWKHUHSRUWLV
DYDLODEOHIURPWKH2IILFHRIWKH6WDWH7UHDVXUHU32%R[2O\PSLD:DVKLQJWRQRQOLQH
DWZZZWUHZDJRY
$OO GHSRVLWVDQGFHUWLILFDWHV RI GHSRVLWDUHFRYHUHGE\WKH)HGHUDO 'HSRVLW,QVXUDQFH&RUSRUDWLRQDQGRU
WKH:DVKLQJWRQ3XEOLF'HSRVLW3URWHFWLRQ&RPPLVVLRQ $OOLQYHVWPHQWVDUHLQVXUHGUHJLVWHUHGRUKHOGE\
WKH&LW\RULWVDJHQWLQWKHJRYHUQPHQW¶VQDPH
1RWH3URSHUW\7D[
7KHFRXQW\WUHDVXUHUDFWVDVDQDJHQWWRFROOHFWSURSHUW\WD[OHYLHGLQWKHFRXQW\IRUDOOWD[LQJDXWKRULWLHV
&ROOHFWLRQVDUHGLVWULEXWHGDIWHUWKHHQGRIHDFKPRQWK





3URSHUW\WD[UHYHQXHVDUHUHFRJQL]HGZKHQFDVKLVUHFHLYHGE\WKH&LW\'HOLQTXHQWWD[HVDUHFRQVLGHUHG
IXOO\FROOHFWLEOHEHFDXVHDOLHQDIIL[HVWRWKHSURSHUW\DIWHUWD[LVOHYLHG
7KH&LW\¶VUHJXODUOHY\IRUWKH\HDUZDVSHURQDQDVVHVVHGYDOXDWLRQRI
IRUDWRWDOUHJXODUOHY\RI
,QWKH&LW\DOVROHYLHGSHURIWKHDVVHVVHGYDOXDWLRQRI ZKLFK
LV WKH DGMXVWHG DVVHVVHG YDOXDWLRQ GHGXFWLQJ WKH VHQLRU FLWL]HQ H[HPSWLRQV  IRU (06 OHY\ IRU D WRWDO
DGGLWLRQDOOHY\RI

Page 33
























1RWH±/RQJ7HUP'HEW(formerly Debt Service Requirements)
7KHDFFRPSDQ\LQJ6FKHGXOHRI/LDELOLWLHV  SURYLGHVPRUHGHWDLOVRIWKHRXWVWDQGLQJGHEWDQGOLDELOLWLHV
RIWKH&LW\DQGVXPPDUL]HVWKH&LW\¶VGHEWWUDQVDFWLRQVIRU\HDUHQGHG'HFHPEHU
7KHGHEWVHUYLFHUHTXLUHPHQWVIRUJHQHUDOREOLJDWLRQERQGVUHYHQXHERQGVDQGRWKHUGHEW 3XEOLF:RUNV
7UXVW)XQG/RDQ LQFOXGLQJERWKSULQFLSDODQGLQWHUHVWDUHDVIROORZV
3ULQFLSDO



























7RWDOV

,QWHUHVW



7RWDO'HEW

































1RWH3HQVLRQ3ODQV
$6WDWH6SRQVRUHG3HQVLRQ3ODQV
6XEVWDQWLDOO\ DOO WKH &LW\¶V IXOOWLPH DQG TXDOLI\LQJ SDUWWLPH HPSOR\HHV SDUWLFLSDWH LQ WKH IROORZLQJ
VWDWHZLGH UHWLUHPHQW V\VWHPV DGPLQLVWHUHGE\WKH:DVKLQJWRQ 6WDWH 'HSDUWPHQW RI 5HWLUHPHQW 6\VWHPV
'56 XQGHUFRVWVKDULQJPXOWLSOHHPSOR\HUSXEOLFHPSOR\HHGHILQHGEHQHILWDQGGHILQHGFRQWULEXWLRQ
UHWLUHPHQWSODQV3XEOLF(PSOR\HHV¶5HWLUHPHQW6\VWHP 3(56 DQG/DZ(QIRUFHPHQW2IILFHUV¶DQG)LUH
)LJKWHUV¶5HWLUHPHQW6\VWHP /(2)) 







7KH 6WDWH /HJLVODWXUH HVWDEOLVKHV DQG DPHQGV ODZVSHUWDLQLQJ WR WKH FUHDWLRQ DQG DGPLQLVWUDWLRQ RI DOO
SXEOLFUHWLUHPHQWV\VWHPV
7KH 'HSDUWPHQW RI 5HWLUHPHQW 6\VWHPV D GHSDUWPHQW ZLWKLQ WKH SULPDU\ JRYHUQPHQW RI WKH 6WDWH RI
:DVKLQJWRQ LVVXHV D SXEOLFO\ DYDLODEOH FRPSUHKHQVLYH DQQXDO ILQDQFLDO UHSRUW &$)5  WKDW LQFOXGHV
ILQDQFLDO VWDWHPHQWV DQG UHTXLUHG VXSSOHPHQWDU\ LQIRUPDWLRQ IRU HDFK SODQ 7KH '56 &$)5 PD\ EH
REWDLQHGE\ZULWLQJWR
'HSDUWPHQWRI5HWLUHPHQW6\VWHPV
&RPPXQLFDWLRQV8QLW
32%R[
2O\PSLD:$
$OVRWKH'56&$)5PD\EHGRZQORDGHGIURPWKH'56ZHEVLWHDWZZZGUVZDJRY
7KH&LW\DOVRSDUWLFLSDWHVLQWKH9ROXQWHHU)LUH)LJKWHUV¶DQG5HVHUYH2IILFHUV¶5HOLHIDQG3HQVLRQ)XQG
9))53)  DGPLQLVWHUHG E\ WKH 6WDWH %RDUG IRU 9ROXQWHHU )LUH )LJKWHUV DQG 5HVHUYH 2IILFHUV 'HWDLOHG
LQIRUPDWLRQ DERXW WKH SODQ LV LQFOXGHG LQ WKH 6WDWH RI :DVKLQJWRQ &$)5 DYDLODEOH IURP WKH 2IILFH RI
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)LQDQFLDO0DQDJHPHQWZHEVLWHDWZZZRIPZDJRY




$W-XQH WKHPHDVXUHPHQWGDWHRIWKHSODQV WKH&LW\¶VSURSRUWLRQDWHVKDUHRIWKHFROOHFWLYHQHW
SHQVLRQOLDELOLWLHVDVUHSRUWHGRQWKH6FKHGXOHZDVDVIROORZV


3(56
3(56
/(2))
/(2))
9))53) 3ROLFH 
9))53) )LUH 

$OORFDWLRQ







/LDELOLW\ $VVHW 


 
 
 
 








/(2))3ODQ
7KH&LW\DOVRSDUWLFLSDWHVLQ/(2))3ODQ7KH/(2))3ODQLVIXOO\IXQGHGDQGQRIXUWKHUHPSOR\HU
FRQWULEXWLRQV KDYH EHHQ UHTXLUHG VLQFH -XQH ,I WKH SODQ EHFRPHV XQGHUIXQGHG IXQGLQJ RI WKH
UHPDLQLQJ OLDELOLW\ ZLOO UHTXLUH QHZ OHJLVODWLRQ 6WDUWLQJ RQ -XO\   HPSOR\HUV DQG HPSOR\HHV
FRQWULEXWH]HURSHUFHQW
/(2))3ODQ
7KH&LW\DOVRSDUWLFLSDWHVLQWKH/(2))3ODQ7KH/HJLVODWXUHE\PHDQVRIDVSHFLDOIXQGLQJDUUDQJHPHQW
DSSURSULDWHVPRQH\IURPWKHVWDWHJHQHUDOIXQGWRVXSSOHPHQWWKHFXUUHQWVHUYLFHOLDELOLW\DQGIXQGWKHSULRU
VHUYLFHFRVWVRI3ODQLQDFFRUGDQFHZLWKWKHUHFRPPHQGDWLRQVRIWKH3HQVLRQ)XQGLQJ&RXQFLODQGWKH
/(2))3ODQ5HWLUHPHQW%RDUG7KLVVSHFLDOIXQGLQJVLWXDWLRQLVQRWPDQGDWHGE\WKHVWDWHFRQVWLWXWLRQ
DQGFRXOGEHFKDQJHGE\VWDWXWH
1RWH±5LVN0DQDJHPHQW
7KH&LW\RI&ODUNVWRQLVDPHPEHURIWKH:DVKLQJWRQ&LWLHV,QVXUDQFH$XWKRULW\ :&,$ 8WLOL]LQJ
&KDSWHU5&: VHOILQVXUDQFHUHJXODWLRQ DQG&KDSWHU5&: ,QWHUORFDO&RRSHUDWLRQ$FW 
QLQHFLWLHVRULJLQDOO\IRUPHG:&,$RQ-DQXDU\:&,$ZDVFUHDWHGIRUWKHSXUSRVHRISURYLGLQJ
DSRROLQJPHFKDQLVPIRUMRLQWO\SXUFKDVLQJLQVXUDQFHMRLQWO\VHOILQVXULQJDQGRUMRLQWO\FRQWUDFWLQJ
IRUULVNPDQDJHPHQWVHUYLFHV:&,$KDVDWRWDORIPHPEHUV
1HZPHPEHUVLQLWLDOO\FRQWUDFWIRUDWKUHH\HDUWHUPDQGWKHUHDIWHUDXWRPDWLFDOO\UHQHZRQDQDQQXDO
EDVLV$RQH\HDUZLWKGUDZDOQRWLFHLVUHTXLUHGEHIRUHPHPEHUVKLSFDQEHWHUPLQDWHG7HUPLQDWLRQGRHV
QRWUHOLHYHDIRUPHUPHPEHUIURPLWVXQUHVROYHGORVVKLVWRU\LQFXUUHGGXULQJPHPEHUVKLS
/LDELOLW\FRYHUDJHLVZULWWHQRQDQRFFXUUHQFHEDVLVZLWKDYHKLFOHGHGXFWLEOHRIDQGDSURSHUW\
GHGXFWLEOHRI&RYHUDJHLQFOXGHVJHQHUDODXWRPRELOHSROLFHHUURUVRURPLVVLRQVVWRSJDS
HPSOR\PHQWSUDFWLFHVDQGHPSOR\HHEHQHILWVOLDELOLW\ /LPLWVDUHPLOOLRQSHURFFXUUHQFHLQWKHVHOI
LQVXUHGOD\HUDQGPLOOLRQLQOLPLWVDERYHWKHVHOILQVXUHGOD\HULVSURYLGHGE\UHLQVXUDQFH7RWDO
OLPLWVDUHPLOOLRQSHURFFXUUHQFHVXEMHFWWRDJJUHJDWHVDQGVXEOLPLWV7KH%RDUGRI'LUHFWRUV
GHWHUPLQHVWKHOLPLWVDQGWHUPVRIFRYHUDJHDQQXDOO\
,QVXUDQFHIRUSURSHUW\DXWRPRELOHSK\VLFDOGDPDJHILGHOLW\LQODQGPDULQHDQGERLOHUDQGPDFKLQHU\
FRYHUDJHDUHSXUFKDVHGRQDJURXSEDVLV9DULRXVGHGXFWLEOHVDSSO\E\W\SHRIFRYHUDJH3URSHUW\
FRYHUDJHLVVHOIIXQGHGIURPWKHPHPEHUV¶GHGXFWLEOHWRIRUDOOSHULOVRWKHUWKDQIORRGDQG
HDUWKTXDNHDQGLQVXUHGDERYHWKDWWRPLOOLRQSHURFFXUUHQFHVXEMHFWWRDJJUHJDWHVDQGVXEOLPLWV
$XWRPRELOHSK\VLFDOGDPDJHFRYHUDJHLVVHOIIXQGHGIURPWKHPHPEHUV¶GHGXFWLEOHWRDQG
LQVXUHGDERYHWKDWWRPLOOLRQSHURFFXUUHQFHVXEMHFWWRDJJUHJDWHVDQGVXEOLPLWV
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,QKRXVHVHUYLFHVLQFOXGHULVNPDQDJHPHQWFRQVXOWDWLRQORVVFRQWUROILHOGVHUYLFHVDQGFODLPVDQG
OLWLJDWLRQDGPLQLVWUDWLRQ :&,$FRQWUDFWVIRUFHUWDLQFODLPVLQYHVWLJDWLRQVFRQVXOWDQWVIRUSHUVRQQHODQG
ODQGXVHLVVXHVLQVXUDQFHEURNHUDJHDFWXDULDODQGOREE\LVWVHUYLFHV
:&,$LVIXOO\IXQGHGE\LWVPHPEHUVZKRPDNHDQQXDODVVHVVPHQWVRQDSURVSHFWLYHO\UDWHGEDVLVDV
GHWHUPLQHGE\DQRXWVLGHLQGHSHQGHQWDFWXDU\7KHDVVHVVPHQWFRYHUVORVVORVVDGMXVWPHQWUHLQVXUDQFH
DQGRWKHUDGPLQLVWUDWLYHH[SHQVHV$VRXWOLQHGLQWKHLQWHUORFDO:&,$UHWDLQVWKHULJKWWRDGGLWLRQDOO\
DVVHVVWKHPHPEHUVKLSIRUDQ\IXQGLQJVKRUWIDOO
$QLQYHVWPHQWFRPPLWWHHXVLQJLQYHVWPHQWEURNHUVSURGXFHVDGGLWLRQDOUHYHQXHE\LQYHVWPHQWRI
:&,$¶VDVVHWVLQILQDQFLDOLQVWUXPHQWVZKLFKFRPSO\ZLWKDOO6WDWHJXLGHOLQHV
$%RDUGRI'LUHFWRUVJRYHUQV:&,$ZKLFKLVFRPSULVHGRIRQHGHVLJQDWHGUHSUHVHQWDWLYHIURPHDFK
PHPEHU7KH%RDUGHOHFWVDQ([HFXWLYH&RPPLWWHHDQGDSSRLQWVD7UHDVXUHUWRSURYLGHJHQHUDOSROLF\
GLUHFWLRQIRUWKHRUJDQL]DWLRQ7KH:&,$([HFXWLYH'LUHFWRUUHSRUWVWRWKH([HFXWLYH&RPPLWWHHDQGLV
UHVSRQVLEOHIRUFRQGXFWLQJWKHGD\WRGD\RSHUDWLRQVRI:&,$
7KH&LW\RI&ODUNVWRQLVVHOILQVXUHGIRUXQHPSOR\PHQWFODLPV7KH&LW\KDGWZRFODLPVIRUWKH\HDU
HQGLQJ'HFHPEHU7KHWRWDODPRXQWRIWKHVHFODLPVZDV7KH&LW\UHYLHZVWKHSULRU
\HDUFODLPVDQGILVFDOFRQGLWLRQWRGHWHUPLQHWKHSRVVLEOHH[SRVXUH







1RWH± 23(%3ODQV
7KH/(2)),5HWLUHH0HGLFDO3ODQLVDFORVHGVLQJOHHPSOR\HUGHILQHGEHQHILW23(%SODQDGPLQLVWHUHG
E\WKH&LW\RI&ODUNVWRQ7KHSODQSD\VIRURIHOLJLEOHUHWLUHHV¶KHDOWKFDUHFRVWVRQDSD\DV\RXJR
EDVLV$VRI'HFHPEHUWKHSODQKDGQLQHPHPEHUVDOOUHWLUHHV$VRI'HFHPEHUWKH
&LW\RI&ODUNVWRQ¶VWRWDO23(%OLDELOLW\ZDVDVFDOFXODWHGXVLQJWKHDOWHUQDWLYHPHDVXUHPHQW
PHWKRG)RUWKH\HDUHQGHG'HFHPEHUWKH&LW\RI&ODUNVWRQSDLGLQEHQHILWV
1RWH±&29,'3DQGHPLF
,Q)HEUXDU\WKH*RYHUQRURIWKHVWDWHRI:DVKLQJWRQGHFODUHGDVWDWHRIHPHUJHQF\LQUHVSRQVHWR
WKHVSUHDGRIWKHGHDGO\QHZYLUXVNQRZQDV&29,',QWKHPRQWKVIROORZLQJWKHGHFODUDWLRQ
SUHFDXWLRQDU\PHDVXUHVWRVORZWKHVSUHDGRIWKHYLUXVZHUHRUGHUHG7KHVHPHDVXUHVLQFOXGHGFORVLQJ
VFKRROVFDQFHOOLQJSXEOLFHYHQWVOLPLWLQJSXEOLFDQGSULYDWHJDWKHULQJVDQGUHVWULFWLQJEXVLQHVV
RSHUDWLRQVWUDYHODQGQRQHVVHQWLDODFWLYLWLHV
7KHSULPDU\LPSDFWWRWKH&LW\RI&ODUNVWRQIURP&29,'UHVWULFWLRQVZDVILQDQFLDOLQQDWXUH7KH
&LW\RI&ODUNVWRQJHQHUDWHVWKHPDMRULW\RILWVUHYHQXHIURPVDOHVWD[$SSUR[LPDWHO\WKUHHIRXUWKVRIWKH
FXUUHQWH[SHQVHUHYHQXHLVJHQHUDWHGIURPFROOHFWHGVDOHVWD[7KHFORVLQJRIPDQ\EXVLQHVVHVGHHPHG
QRQHVVHQWLDOQRWRQO\KDGDQLPSDFWLQEXWSRWHQWLDOO\IRU\HDUVWRFRPHDVVPDOOEXVLQHVVHVDUH
VWUXJJOLQJHYHQQRZWRUHRSHQ7KH/HZLV&ODUN9DOOH\ZKLFKLQFOXGHVWKHFLWLHVRI&ODUNVWRQ$VRWLQ
DQG$VRWLQ&RXQW\DQGWKHFLW\RI/HZLVWRQDQG1H]3HUFH&RXQW\,GDKR VHSDUDWHGRQO\E\WKH6QDNH
5LYHU UHOLHVKHDYLO\RQWRXULVP7KLVZDVDOVRVHYHUHO\LPSDFWHGE\UHVWULFWLRQVDQGOLPLWVIURP&29,'
%HFDXVHZHDUHD³MRLQWFRPPXQLW\´WKHODFNRIUHVWULFWLRQVLQ,GDKRIXUWKHUH[DFHUEDWHGWKHLVVXHVLQ
&ODUNVWRQE\FDXVLQJDQRXWIOX[RI:DVKLQJWRQUHVLGHQWVWUDYHOLQJWR,GDKRIRUUHWDLOHVSHFLDOO\UHVWDXUDQW
VHUYLFHV0DQ\RIWKHUHVLGHQWVRI&ODUNVWRQZRUNLQ,GDKRDQGPDQ\,GDKRUHVLGHQWVZRUNRUVKRSLQ
&ODUNVWRQ7KLVSXWDQDGGLWLRQDOVWUDLQRQRXUSXEOLFVHUYLFHVVXFKDV3ROLFH)LUH6HZHU6DQLWDWLRQDQG
$PEXODQFHWUDQVSRUW'XHWRRXUJHRJUDSKLFDUHDDQGUXUDOQDWXUHRIRXUFRPPXQLW\ZHDUHODFNLQJ
LQIUDVWUXFWXUHWKDWDOORZHGPDQ\HQWLWLHVWRZRUNUHPRWHO\$VDUHVXOWWKH&LW\KDGWRPDQGDWHWKDWDOO
HPSOR\HHVZHUHHVVHQWLDOLQRUGHUWRNHHSJRYHUQPHQWDOVHUYLFHVRSHUDWLRQDO



7KHOHQJWKRIWLPHWKHVHPHDVXUHVZLOOFRQWLQXHWREHLQSODFHDQGWKHIXOOH[WHQWRIWKHILQDQFLDOLPSDFW
RQWKHFLW\LVXQNQRZQDWWKLVWLPH
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&LW\RI&ODUNVWRQ
1RWHVWRWKH)LQDQFLDO6WDWHPHQWV
)RUWKH<HDU(QGHG'HFHPEHU
1RWH6XPPDU\RI6LJQLILFDQW$FFRXQWLQJ3ROLFLHV
7KH&LW\RI&ODUNVWRQZDVLQFRUSRUDWHGRQ$XJXVWDQGRSHUDWHVXQGHUWKHODZVRIWKHVWDWHRI
:DVKLQJWRQDSSOLFDEOHWRDFRGHFLW\ZLWKDPD\RUFRXQFLOIRUPRIJRYHUQPHQW7KH &LW\RI
&ODUNVWRQLVDJHQHUDOSXUSRVHORFDOJRYHUQPHQW DQGSURYLGHVSROLFHILUHDPEXODQFHFRPPXQLW\
GHYHORSPHQWSDUNVVHZHUVWUHHWVVXUIDFHZDWHUPDQDJHPHQWDQGVDQLWDWLRQVHUYLFHV
7KH&LW\UHSRUWVILQDQFLDODFWLYLW\LQDFFRUGDQFHZLWKWKHCash Basis Budgeting, Accounting and
Reporting System %$56 0DQXDOSUHVFULEHGE\WKH6WDWH$XGLWRU¶V2IILFHXQGHUWKHDXWKRULW\RI
:DVKLQJWRQ6WDWHODZ&KDSWHU5&:7KLVPDQXDOSUHVFULEHVDILQDQFLDOUHSRUWLQJIUDPHZRUNWKDW
GLIIHUVIURPJHQHUDOO\DFFHSWHGDFFRXQWLQJSULQFLSOHV *$$3 LQWKHIROORZLQJPDQQHU
x )LQDQFLDOWUDQVDFWLRQVDUHUHFRJQL]HGRQDFDVKEDVLVRIDFFRXQWLQJDVGHVFULEHGEHORZ
x &RPSRQHQWXQLWVDUHUHTXLUHGWREHGLVFORVHGEXWDUHQRWLQFOXGHGLQWKHILQDQFLDO
VWDWHPHQWV
x *RYHUQPHQWZLGHVWDWHPHQWVDVGHILQHGLQ*$$3DUHQRWSUHVHQWHG
x $OOIXQGVDUHSUHVHQWHGUDWKHUWKDQDIRFXVRQPDMRUIXQGV
x 7KHSchedule of LiabilitiesLVUHTXLUHGWREHSUHVHQWHGZLWKWKHILQDQFLDOVWDWHPHQWVDV
VXSSOHPHQWDU\LQIRUPDWLRQ
x 6XSSOHPHQWDU\LQIRUPDWLRQUHTXLUHGE\*$$3LVQRWSUHVHQWHG
x (QGLQJEDODQFHVIRUSURSULHWDU\DQGILGXFLDU\IXQGVDUHSUHVHQWHGXVLQJFODVVLILFDWLRQVWKDW
DUHGLIIHUHQWIURPWKHHQGLQJQHWSRVLWLRQFODVVLILFDWLRQVLQ*$$3
$ )XQG$FFRXQWLQJ
)LQDQFLDOWUDQVDFWLRQV RIWKH JRYHUQPHQWDUHUHSRUWHGLQLQGLYLGXDOIXQGV (DFK IXQG XVHVD
VHSDUDWHVHWRIVHOIEDODQFLQJDFFRXQWVWKDWFRPSULVHVLWVFDVKDQGLQYHVWPHQWVUHYHQXHVDQG
H[SHQGLWXUHV7KHJRYHUQPHQW¶VUHVRXUFHVDUHDOORFDWHGWRDQGDFFRXQWHGIRULQLQGLYLGXDOIXQGV
GHSHQGLQJRQWKHLULQWHQGHGSXUSRVH (DFKIXQGLVUHSRUWHGDVDVHSDUDWHFROXPQLQWKHILQDQFLDO
VWDWHPHQWV7KHIROORZLQJIXQGW\SHVDUHXVHG
*29(510(17$/)81'7<3(
*HQHUDO)XQG
7KLVIXQGLVWKHSULPDU\RSHUDWLQJIXQGRIWKHJRYHUQPHQW ,WDFFRXQWVIRUDOOILQDQFLDO
UHVRXUFHVH[FHSWWKRVHUHTXLUHGRUHOHFWHGWREHDFFRXQWHGIRULQDQRWKHUIXQG
6SHFLDO5HYHQXH)XQGV
7KHVHIXQGVDFFRXQWIRUVSHFLILFUHYHQXHVRXUFHVWKDWDUHUHVWULFWHGRUFRPPLWWHGWR
H[SHQGLWXUHVIRUVSHFLILHGSXUSRVHVRIWKHJRYHUQPHQW
&DSLWDO3URMHFWV)XQGV
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7KHVHIXQGVDFFRXQWIRUILQDQFLDOUHVRXUFHVZKLFKDUHUHVWULFWHGFRPPLWWHGRUDVVLJQHGIRUWKH
DFTXLVLWLRQRUFRQVWUXFWLRQRIFDSLWDOIDFLOLWLHVRURWKHUFDSLWDODVVHWV

35235,(7$5<)81'7<3(6

(QWHUSULVH)XQGV
7KHVHIXQGVDFFRXQWIRURSHUDWLRQVWKDWSURYLGHJRRGVRUVHUYLFHVWRWKHJHQHUDOSXEOLFDQG
DUHVXSSRUWHGSULPDULO\WKURXJKXVHUFKDUJHV

% %DVLVRI$FFRXQWLQJDQG0HDVXUHPHQW)RFXV

)LQDQFLDOVWDWHPHQWVDUHSUHSDUHGXVLQJWKHFDVKEDVLVRIDFFRXQWLQJDQGPHDVXUHPHQWIRFXV
5HYHQXHV DUH UHFRJQL]HGZKHQ FDVK LV UHFHLYHG DQGH[SHQGLWXUHVDUHUHFRJQL]HGZKHQSDLG

,QDFFRUGDQFHZLWKVWDWHODZWKH&LW\DOVRUHFRJQL]HVH[SHQGLWXUHVSDLGGXULQJWZHQW\GD\VDIWHU
WKHFORVHRIWKHILVFDO\HDUIRUFODLPVLQFXUUHGGXULQJWKHSUHYLRXVSHULRG

& &DVKDQG,QYHVWPHQWV

6HH1RWH'HSRVLWVDQG,QYHVWPHQWV

' &DSLWDO$VVHWV

&DSLWDODVVHWVDUHDVVHWVZLWKDQLQLWLDOLQGLYLGXDOFRVWRIPRUHWKDQDQGDQHVWLPDWHGXVHIXO
OLIHLQH[FHVVRI\HDUV&DSLWDODVVHWVDQGLQYHQWRU\ DUHUHFRUGHGDVFDSLWDOH[SHQGLWXUHVZKHQ
SXUFKDVHG

( &RPSHQVDWHG$EVHQFHV

9DFDWLRQOHDYHPD\EHDFFXPXODWHGXSWRWLPHVWKHDQQXDOHDUQDEOHDPRXQWIRUHDFKHPSOR\HH
DQGLVSD\DEOHXSRQVHSDUDWLRQRUUHWLUHPHQW6LFNOHDYHPD\EHDFFXPXODWHGXSWRKRXUVZLWK
ODUJHUDFFXPXODWLYHDPRXQWVDVGHWHUPLQHGE\FROOHFWLYHEDUJDLQLQJDJUHHPHQWV8SRQVHSDUDWLRQRU
UHWLUHPHQWHPSOR\HHVZLWKDKLUHGDWHSULRUWR'HFHPEHU RUDVRWKHUZLVHDXWKRUL]HGE\
&%$ DUHFRPSHQVDWHGIRUDSRUWLRQRIXQXVHGVLFNOHDYH3D\PHQWVDUHUHFRJQL]HGDVH[SHQGLWXUHV
ZKHQSDLG

) /RQJ7HUP'HEW

6HH1RWH'HEW6HUYLFH5HTXLUHPHQWV

* 5HVHUYHG3RUWLRQRI(QGLQJ&DVKDQG,QYHVWPHQWV

%HJLQQLQJDQG(QGLQJ&DVKDQG,QYHVWPHQWVLVUHSRUWHGDVUHVHUYHGZKHQLWLVVXEMHFWWR
UHVWULFWLRQVRQXVHLPSRVHGE\H[WHUQDOSDUWLHVRUGXHWRLQWHUQDOFRPPLWPHQWVHVWDEOLVKHGE\WKH
&LW\&RXQFLO:KHQH[SHQGLWXUHVWKDWPHHWUHVWULFWLRQVDUHLQFXUUHGWKH&LW\LQWHQGVWRXVH
UHVHUYHGUHVRXUFHVILUVWEHIRUHXVLQJXQUHVHUYHGDPRXQWV

5HVHUYDWLRQVRI(QGLQJ&DVKDQG,QYHVWPHQWVFRQVLVWRI
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5HVHUYHG)XQGV 

::73&RQVW)XQG 
6HZHU5HYHQXH%RQG)XQG
65)/RDQ)XQG

7%')XQG 


(QGLQJ&DVK,QYHVWPHQWV



















5HVHUYHGE\ 
'HEWUHTXLUHPHQW
%RQGFRYHQDQWV
/RDQDJUHHPHQWV
5&:




1RWH±%XGJHW&RPSOLDQFH

7KH&LW\DGRSWVDQQXDODSSURSULDWHGEXGJHWV IRUDOOIXQGV7KHVH EXGJHWV DUH DSSURSULDWHG DW WKH
IXQG OHYHO  7KH EXGJHW FRQVWLWXWHV WKH OHJDO DXWKRULW\ IRU H[SHQGLWXUHV DW WKDW OHYHO $QQXDO
DSSURSULDWLRQVIRUWKHVHIXQGVODSVHDWWKHILVFDO\HDUHQG

$QQXDO DSSURSULDWHG EXGJHWV DUH DGRSWHG RQ WKH VDPH EDVLV RI DFFRXQWLQJ DV XVHG IRUILQDQFLDO
UHSRUWLQJ

7KHDSSURSULDWHGDQGDFWXDOH[SHQGLWXUHVIRUWKHOHJDOO\DGRSWHGEXGJHWVZHUHDVIROORZ

)LQDO$SSURSULDWHG
$PRXQWV
)XQG'HSDUWPHQW
±*HQHUDO)XQG

±&(5HVHUYH 

±(PS%HQHILW5HVHUYH 

±&RPPXQLW\3URMHFWV 

±1DWLRQDO1LJKW2XW 

±9LFWLP¶V5LJKWV 


±9HKLFOH5HVHUYH 
±'$5()XQG 

&'%*)XQG 

±5HVFXH2QH

±6WUHHW)XQG

±7UDQV%HQHILW'LVWULFW

±6WUHHW5HVHUYH 

±'UXJ(QIRUFHPHQW

±$PEXODQFH

±(06&DSLWDO5HVHUYH


±/RGJLQJ7D[

±0XQL&DS,PSURYHPHQW

±6HZHU2 0

±6HZHU(TXLS5HVHUYH

±6HZHU/LQH5HVHUYH

±6HZHU&DS5HSODFHPHQW

±6HZHU5HVHUYH

±6HZHU&RQVWUXFWLRQ

±6HZHU5HYHQXH%RQG

±3:7)/RDQ)XQG

±65)/RDQ)XQG

±6WRUPZDWHU2 0

±6DQLWDWLRQ2 0

±6DQLWDWLRQ(TXLS5HVHUYHA






$FWXDO([SHQGLWXUHV

































9DULDQFH
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)XQGVPDUNHGZLWK UROOXSWR
UROOWR
UROOWR  UROOWRDQG A UROOWR

%XGJHWHG DPRXQWV DUH DXWKRUL]HG WR EH WUDQVIHUUHG EHWZHHQ GHSDUWPHQWV ZLWKLQ DQ\ IXQGREMHFW
FODVVHVZLWKLQGHSDUWPHQWVKRZHYHUDQ\UHYLVLRQVWKDWDOWHUWKHWRWDOH[SHQGLWXUHVRIDIXQGRUWKDW
DIIHFW WKH QXPEHU RI DXWKRUL]HG HPSOR\HH SRVLWLRQV VDODU\ UDQJHV KRXUV RU RWKHU FRQGLWLRQV RI
HPSOR\PHQWPXVWEHDSSURYHGE\WKH&LW\¶VOHJLVODWLYHERG\



1RWH±'HSRVLWVDQG,QYHVWPHQWV
/*,3LQYHVWPHQWVDUHDPRUWL]HGYDOXH86*RYHUQPHQW6HFXULWLHVDUHRULJLQDOYDOXHDQG7ZLQ5LYHU%DQN&'
LVUHSRUWHGDWIDLUYDOXH,QYHVWPHQWVE\W\SHDW'HFHPEHUDUHDVIROORZV







7\SHRI,QYHVWPHQW








&LW\¶V
RZQLQYHVWPHQWV








,QYHVWPHQWVKHOGE\&LW\
DVDQDJHQWIRURWKHU
ORFDOJRYHUQPHQWVLQGLYLGXDOV
RUSULYDWHRUJDQL]DWLRQV

/*,3
86*RYHUQPHQW6HFXULWLHV
7ZLQ5LYHU%DQN&'









7RWDO


 



7RWDO












,WLVWKH&LW\¶VSROLF\WRLQYHVWDOOWHPSRUDU\FDVKVXUSOXVHV 7KHLQWHUHVWRQWKHVHLQYHVWPHQWVLVSURUDWHG
WRWKHYDULRXVIXQGV

,QYHVWPHQWVLQWKH6WDWH/RFDO*RYHUQPHQW,QYHVWPHQW3RRO /*,3 

7KH&LW\LVDYROXQWDU\SDUWLFLSDQWLQWKH/RFDO*RYHUQPHQW,QYHVWPHQW3RRODQH[WHUQDOLQYHVWPHQWSRRO
RSHUDWHGE\WKH:DVKLQJWRQ6WDWH7UHDVXUHU7KHSRROLVQRWUDWHGDQGQRWUHJLVWHUHGZLWKWKH6(&5DWKHU
RYHUVLJKWLVSURYLGHGE\WKH6WDWH)LQDQFH&RPPLWWHHLQDFFRUGDQFHZLWK&KDSWHU5&:
,QYHVWPHQWVLQWKH/*,3DUHUHSRUWHGDWDPRUWL]HGFRVWZKLFKLVWKHVDPHDVWKHYDOXHRIWKHSRROSHUVKDUH
7KH/*,3GRHVQRWLPSRVHDQ\UHVWULFWLRQVRQSDUWLFLSDQWZLWKGUDZDOV

7KH2IILFHRIWKH6WDWH7UHDVXUHUSUHSDUHVDVWDQGDORQHILQDQFLDOUHSRUWIRUWKHSRRO$FRS\RIWKHUHSRUWLV
DYDLODEOHIURPWKH2IILFHRIWKH6WDWH7UHDVXUHU32%R[2O\PSLD:DVKLQJWRQRQOLQH
DWZZZWUHZDJRY

$OOGHSRVLWVDQGFHUWLILFDWHV RI GHSRVLWDUHFRYHUHGE\WKH)HGHUDO 'HSRVLW,QVXUDQFH&RUSRUDWLRQDQGRU
WKH:DVKLQJWRQ3XEOLF'HSRVLW3URWHFWLRQ&RPPLVVLRQ$OOLQYHVWPHQWVDUHLQVXUHGUHJLVWHUHGRUKHOGE\
WKH&LW\RULWVDJHQWLQWKHJRYHUQPHQW¶VQDPH

1RWH3URSHUW\7D[

7KHFRXQW\WUHDVXUHUDFWVDVDQDJHQWWRFROOHFWSURSHUW\WD[OHYLHGLQWKHFRXQW\IRUDOOWD[LQJDXWKRULWLHV
&ROOHFWLRQVDUHGLVWULEXWHGDIWHUWKHHQGRIHDFKPRQWK

3URSHUW\WD[UHYHQXHVDUHUHFRJQL]HGZKHQFDVKLVUHFHLYHGE\WKH&LW\'HOLQTXHQWWD[HVDUHFRQVLGHUHG
IXOO\FROOHFWLEOHEHFDXVHDOLHQDIIL[HVWRWKHSURSHUW\DIWHUWD[LVOHYLHG
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7KH&LW\¶VUHJXODUOHY\IRUWKH\HDUZDVSHURQDQDVVHVVHGYDOXDWLRQRI
IRUDWRWDOUHJXODUOHY\RI

,QWKH&LW\DOVROHYLHGSHURIWKHDVVHVVHGYDOXDWLRQRI ZKLFK
LV WKH DGMXVWHG DVVHVVHG YDOXDWLRQ GHGXFWLQJ WKH VHQLRU FLWL]HQ H[HPSWLRQV  IRU (06 OHY\ IRU D WRWDO
DGGLWLRQDOOHY\RI

1RWH±'HEW6HUYLFH5HTXLUHPHQWV

7KHDFFRPSDQ\LQJ6FKHGXOHRI/LDELOLWLHV  SURYLGHVPRUHGHWDLOVRIWKHRXWVWDQGLQJGHEWDQGOLDELOLWLHV
RIWKH&LW\DQGVXPPDUL]HVWKH&LW\¶VGHEWWUDQVDFWLRQVIRU\HDUHQGHG'HFHPEHU

7KHGHEWVHUYLFHUHTXLUHPHQWVIRUJHQHUDOREOLJDWLRQERQGVUHYHQXHERQGVDQGRWKHUGHEW 3XEOLF:RUNV
7UXVW)XQG/RDQ LQFOXGLQJERWKSULQFLSOHDQGLQWHUHVWDUHDVIROORZV


3ULQFLSDO
,QWHUHVW
7RWDO'HEW












































7RWDOV

 

1RWH3HQVLRQ3ODQV


$6WDWH6SRQVRUHG3HQVLRQ3ODQV

6XEVWDQWLDOO\ DOO WKH &LW\¶V IXOOWLPH DQG TXDOLI\LQJ SDUWWLPH HPSOR\HHV SDUWLFLSDWH LQ WKH IROORZLQJ
VWDWHZLGH UHWLUHPHQWV\VWHPV DGPLQLVWHUHG E\WKH:DVKLQJWRQ 6WDWH 'HSDUWPHQW RI 5HWLUHPHQW 6\VWHPV
'56 XQGHUFRVWVKDULQJPXOWLSOHHPSOR\HUSXEOLFHPSOR\HHGHILQHGEHQHILWDQGGHILQHGFRQWULEXWLRQ
UHWLUHPHQWSODQV3XEOLF(PSOR\HHV¶5HWLUHPHQW6\VWHP 3(56 DQG/DZ(QIRUFHPHQW2IILFHUV¶DQG)LUH
)LJKWHUV¶5HWLUHPHQW6\VWHP /(2)) 

7KH 6WDWH /HJLVODWXUH HVWDEOLVKHV DQG DPHQGV ODZVSHUWDLQLQJWR WKH FUHDWLRQ DQG DGPLQLVWUDWLRQ RI DOO
SXEOLFUHWLUHPHQWV\VWHPV

7KH 'HSDUWPHQW RI 5HWLUHPHQW 6\VWHPV D GHSDUWPHQW ZLWKLQ WKH SULPDU\ JRYHUQPHQW RI WKH 6WDWH RI
:DVKLQJWRQ LVVXHV D SXEOLFO\ DYDLODEOH FRPSUHKHQVLYH DQQXDO ILQDQFLDO UHSRUW &$)5  WKDW LQFOXGHV
ILQDQFLDO VWDWHPHQWV DQG UHTXLUHG VXSSOHPHQWDU\ LQIRUPDWLRQ IRU HDFK SODQ 7KH '56 &$)5 PD\ EH
REWDLQHGE\ZULWLQJWR
'HSDUWPHQWRI5HWLUHPHQW6\VWHPV
&RPPXQLFDWLRQV8QLW
32%R[
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2O\PSLD:$

$OVRWKH'56&$)5PD\EHGRZQORDGHGIURPWKH'56ZHEVLWHDWZZZGUVZDJRY

7KH&LW\DOVRSDUWLFLSDWHVLQWKH9ROXQWHHU)LUH)LJKWHUV¶DQG5HVHUYH2IILFHUV¶5HOLHIDQG3HQVLRQ)XQG
9))53)  DGPLQLVWHUHG E\ WKH 6WDWH %RDUG IRU 9ROXQWHHU )LUH )LJKWHUV DQG 5HVHUYH 2IILFHUV 'HWDLOHG
LQIRUPDWLRQ DERXW WKH SODQ LV LQFOXGHG LQ WKH 6WDWH RI :DVKLQJWRQ &$)5 DYDLODEOH IURP WKH 2IILFH RI
)LQDQFLDO0DQDJHPHQWZHEVLWHDWZZZRIPZDJRY

$W-XQH WKHPHDVXUHPHQWGDWHRIWKHSODQV WKH&LW\¶VSURSRUWLRQDWHVKDUHRIWKHFROOHFWLYHQHW
SHQVLRQOLDELOLWLHVDVUHSRUWHGRQWKH6FKHGXOHZDVDVIROORZV


$OORFDWLRQ
/LDELOLW\ $VVHW 
3(56


3(56


/(2))

 
/(2))

 
9))53) 3ROLFH 

 
9))53) )LUH 

 

/(2))3ODQ
7KH&LW\DOVRSDUWLFLSDWHVLQ/(2))3ODQ7KH/(2))3ODQLVIXOO\IXQGHGDQGQRIXUWKHUHPSOR\HU
FRQWULEXWLRQV KDYH EHHQ UHTXLUHG VLQFH -XQH   ,I WKH SODQ EHFRPHV XQGHUIXQGHG IXQGLQJ RI WKH
UHPDLQLQJ OLDELOLW\ ZLOO UHTXLUH QHZ OHJLVODWLRQ 6WDUWLQJ RQ -XO\   HPSOR\HUV DQG HPSOR\HHV
FRQWULEXWH]HURSHUFHQW

/(2))3ODQ
7KH&LW\DOVRSDUWLFLSDWHVLQWKH/(2))3ODQ7KH/HJLVODWXUHE\PHDQVRIDVSHFLDOIXQGLQJDUUDQJHPHQW
DSSURSULDWHVPRQH\IURPWKHVWDWHJHQHUDOIXQGWRVXSSOHPHQWWKHFXUUHQWVHUYLFHOLDELOLW\DQGIXQGWKHSULRU
VHUYLFHFRVWVRI3ODQLQDFFRUGDQFHZLWKWKHUHFRPPHQGDWLRQVRIWKH3HQVLRQ)XQGLQJ&RXQFLODQGWKH
/(2))3ODQ5HWLUHPHQW%RDUG7KLVVSHFLDOIXQGLQJVLWXDWLRQLVQRWPDQGDWHGE\WKHVWDWHFRQVWLWXWLRQ
DQGFRXOGEHFKDQJHGE\VWDWXWH

1RWH±5LVN0DQDJHPHQW

7KH&LW\RI&ODUNVWRQLVDPHPEHURIWKH:DVKLQJWRQ&LWLHV,QVXUDQFH$XWKRULW\ :&,$ 8WLOL]LQJ
&KDSWHU5&: VHOILQVXUDQFHUHJXODWLRQ DQG&KDSWHU5&: ,QWHUORFDO&RRSHUDWLRQ$FW 
QLQHFLWLHVRULJLQDOO\IRUPHG:&,$RQ-DQXDU\:&,$ZDVFUHDWHGIRUWKHSXUSRVHRISURYLGLQJ
DSRROLQJPHFKDQLVPIRUMRLQWO\SXUFKDVLQJLQVXUDQFHMRLQWO\VHOILQVXULQJDQGRUMRLQWO\FRQWUDFWLQJ
IRUULVNPDQDJHPHQWVHUYLFHV:&,$KDVDWRWDORIPHPEHUV
1HZPHPEHUVLQLWLDOO\FRQWUDFWIRUDWKUHH\HDUWHUPDQGWKHUHDIWHUDXWRPDWLFDOO\UHQHZRQDQDQQXDO
EDVLV$RQH\HDUZLWKGUDZDOQRWLFHLVUHTXLUHGEHIRUHPHPEHUVKLSFDQEHWHUPLQDWHG7HUPLQDWLRQGRHV
QRWUHOLHYHDIRUPHUPHPEHUIURPLWVXQUHVROYHGORVVKLVWRU\LQFXUUHGGXULQJPHPEHUVKLS
/LDELOLW\FRYHUDJHLVZULWWHQRQDQRFFXUUHQFHEDVLVZLWKDYHKLFOHGHGXFWLEOHRIDQGDSURSHUW\
GHGXFWLEOHRI&RYHUDJHLQFOXGHVJHQHUDODXWRPRELOHSROLFHHUURUVRURPLVVLRQVVWRSJDS
HPSOR\PHQWSUDFWLFHVDQGHPSOR\HHEHQHILWVOLDELOLW\/LPLWVDUHPLOOLRQSHURFFXUUHQFHLQWKHVHOI
LQVXUHGOD\HUDQGPLOOLRQLQOLPLWVDERYHWKHVHOILQVXUHGOD\HULVSURYLGHGE\UHLQVXUDQFH7RWDO
OLPLWVDUHPLOOLRQSHURFFXUUHQFHVXEMHFWWRDJJUHJDWHVDQGVXEOLPLWV7KH%RDUGRI'LUHFWRUV
GHWHUPLQHVWKHOLPLWVDQGWHUPVRIFRYHUDJHDQQXDOO\
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,QVXUDQFHIRUSURSHUW\DXWRPRELOHSK\VLFDOGDPDJHILGHOLW\LQODQGPDULQHDQGERLOHUDQGPDFKLQHU\
FRYHUDJHDUHSXUFKDVHGRQDJURXSEDVLV9DULRXVGHGXFWLEOHVDSSO\E\W\SHRIFRYHUDJH3URSHUW\
FRYHUDJHLVVHOIIXQGHGIURPWKHPHPEHUV¶GHGXFWLEOHWRIRUDOOSHULOVRWKHUWKDQIORRGDQG
HDUWKTXDNHDQGLQVXUHGDERYHWKDWWRPLOOLRQSHURFFXUUHQFHVXEMHFWWRDJJUHJDWHVDQGVXEOLPLWV
$XWRPRELOHSK\VLFDOGDPDJHFRYHUDJHLVVHOIIXQGHGIURPWKHPHPEHUV¶GHGXFWLEOHWRDQG
LQVXUHGDERYHWKDWWRPLOOLRQSHURFFXUUHQFHVXEMHFWWRDJJUHJDWHVDQGVXEOLPLWV
,QKRXVHVHUYLFHVLQFOXGHULVNPDQDJHPHQWFRQVXOWDWLRQORVVFRQWUROILHOGVHUYLFHVDQGFODLPVDQG
OLWLJDWLRQDGPLQLVWUDWLRQ:&,$FRQWUDFWVIRUFHUWDLQFODLPVLQYHVWLJDWLRQVFRQVXOWDQWVIRUSHUVRQQHODQG
ODQGXVHLVVXHVLQVXUDQFHEURNHUDJHDFWXDULDODQGOREE\LVWVHUYLFHV
:&,$LVIXOO\IXQGHGE\LWVPHPEHUVZKRPDNHDQQXDODVVHVVPHQWVRQDSURVSHFWLYHO\UDWHGEDVLVDV
GHWHUPLQHGE\DQRXWVLGHLQGHSHQGHQWDFWXDU\7KHDVVHVVPHQWFRYHUVORVVORVVDGMXVWPHQWUHLQVXUDQFH
DQGRWKHUDGPLQLVWUDWLYHH[SHQVHV$VRXWOLQHGLQWKHLQWHUORFDO:&,$UHWDLQVWKHULJKWWRDGGLWLRQDOO\
DVVHVVWKHPHPEHUVKLSIRUDQ\IXQGLQJVKRUWIDOO
$QLQYHVWPHQWFRPPLWWHHXVLQJLQYHVWPHQWEURNHUVSURGXFHVDGGLWLRQDOUHYHQXHE\LQYHVWPHQWRI
:&,$¶VDVVHWVLQILQDQFLDOLQVWUXPHQWVZKLFKFRPSO\ZLWKDOO6WDWHJXLGHOLQHV
$%RDUGRI'LUHFWRUVJRYHUQV:&,$ZKLFKLVFRPSULVHGRIRQHGHVLJQDWHGUHSUHVHQWDWLYHIURPHDFK
PHPEHU7KH%RDUGHOHFWVDQ([HFXWLYH&RPPLWWHHDQGDSSRLQWVD7UHDVXUHUWRSURYLGHJHQHUDOSROLF\
GLUHFWLRQIRUWKHRUJDQL]DWLRQ7KH:&,$([HFXWLYH'LUHFWRUUHSRUWVWRWKH([HFXWLYH&RPPLWWHHDQGLV
UHVSRQVLEOHIRUFRQGXFWLQJWKHGD\WRGD\RSHUDWLRQVRI:&,$
7KH&LW\RI&ODUNVWRQLVVHOILQVXUHGIRUXQHPSOR\PHQWFODLPV7KH&LW\KDGRQHFODLPIRUWKH\HDU
HQGLQJ'HFHPEHU7KHWRWDODPRXQWRIWKLVFODLPZDV7KH&LW\UHYLHZVWKHSULRU\HDU
FODLPVDQGILVFDOFRQGLWLRQWRGHWHUPLQHWKHSRVVLEOHH[SRVXUH
1RWH±23(%3ODQV
'XULQJWKH\HDUHQGHG'HFHPEHUWKH&LW\RI&ODUNVWRQDGRSWHGJXLGDQFHIRUWKHSUHVHQWDWLRQDQG
GLVFORVXUHRISRVWHPSOR\PHQWEHQHILWVRWKHUWKDQSHQVLRQVDVUHTXLUHGE\WKH%$56PDQXDO7KLV
UHTXLUHPHQWUHVXOWHGLQWKHDGGLWLRQRIDSRVWHPSOR\PHQWEHQHILWOLDELOLW\UHSRUWHGRQWKH6FKHGXOHRI
/LDELOLWLHV

7KH/(2)),5HWLUHH0HGLFDO3ODQLVDFORVHGVLQJOHHPSOR\HUGHILQHGEHQHILW23(%SODQDGPLQLVWHUHG
E\WKH&LW\RI&ODUNVWRQ7KHSODQSD\VIRURIHOLJLEOHUHWLUHHV¶KHDOWKFDUHFRVWVRQDSD\DV\RXJR
EDVLV$VRI'HFHPEHUWKHSODQKDGHOHYHQPHPEHUVDOOUHWLUHHV$VRI'HFHPEHUWKH
&LW\RI&ODUNVWRQ VWRWDO23(%OLDELOLW\ZDVDVFDOFXODWHGXVLQJWKHDOWHUQDWLYHPHDVXUHPHQW
PHWKRG)RUWKH\HDUHQGHG'HFHPEHUWKH&LW\RI&ODUNVWRQSDLGLQEHQHILWV
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&LW\RI&ODUNVWRQ
6FKHGXOHRI/LDELOLWLHV
)RUWKH<HDU(QGHG'HFHPEHU

,'1R

'HVFULSWLRQ

'XH'DWH

%HJLQQLQJ
%DODQFH

$GGLWLRQV

5HGXFWLRQV

(QGLQJ%DODQFH

*HQHUDO2EOLJDWLRQ'HEW/LDELOLWLHV


*2%RQG&,W\+DOO













/2&$/













3:7)/RDQ3&











7RWDO*HQHUDO2EOLJDWLRQ'HEW/LDELOLWLHV









5HYHQXHDQG2WKHU QRQ*2 'HEW/LDELOLWLHV


65)/RDQ/













6HZHU5HYHQXH%RQG













6HZHU5HYHQXH%RQG













&RPSHQVDWHG$EVHQFHV











3HQVLRQ/LDELOLWLHV











23(%/LDELOLWLHV

























7RWDO5HYHQXHDQG2WKHU QRQ*2 
'HEW/LDELOLWLHV
7RWDO/LDELOLWLHV
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&LW\RI&ODUNVWRQ
6FKHGXOHRI/LDELOLWLHV
)RUWKH<HDU(QGHG'HFHPEHU

,'1R

'HVFULSWLRQ

'XH'DWH

%HJLQQLQJ
%DODQFH

$GGLWLRQV

5HGXFWLRQV

(QGLQJ%DODQFH

*HQHUDO2EOLJDWLRQ'HEW/LDELOLWLHV


*2%RQG&LW\+DOO













/2&$/













3:7)/RDQ3&











7RWDO*HQHUDO2EOLJDWLRQ'HEW/LDELOLWLHV









5HYHQXHDQG2WKHU QRQ*2 'HEW/LDELOLWLHV


65)/RDQ/













6(:(55(9(18(%21'













6(:(55(9(18(%21'













&RPSHQVDWHG$EVHQFHV











3HQVLRQ/LDELOLWLHV











23(%/LDELOLWLHV

























7RWDO5HYHQXHDQG2WKHU QRQ*2 
'HEW/LDELOLWLHV
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(GZDUG%\UQH0HPRULDO
-XVWLFH$VVLVWDQFH
*UDQW3URJUDP
(GZDUG%\UQH0HPRULDO
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*UDQW3URJUDP
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&RQVWUXFWLRQ

The accompanying notes are an integral part of this schedule.
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The accompanying notes are an integral part of this schedule.
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0$1$*(0(17$*(1&<
+20(/$1'6(&85,7<
'(3$570(172)



&29,'
&RURQDYLUXV5HOLHI)XQG

)HGHUDO3URJUDP

&)'$
1XPEHU
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7KH&LW\RI&ODUNVWRQXVHVWKHFDVKEDVLVRIDFFRXQWLQJ

1RWH±)HGHUDO'H0LQLPLV,QGLUHFW&RVW5DWH
7KH&LW\KDVHOHFWHGWRXVHWKHSHUFHQWGHPLQLPLVLQGLUHFWFRVWUDWHDOORZHGXQGHUWKH
8QLIRUP*XLGDQFH7KHHOHFWLRQRIWKHSHUFHQWGHPLQLPLVLQGLUHFWFRVWUDWHLVDFFHSWHGE\
WKH&LW\DVWKH&LW\GRHVQRWKDYHDQHJRWLDWHGUDWH7KHDPRXQWH[SHQGHGLQFOXGHV
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1RWH±3URJUDP&RVWV
7KHDPRXQWVVKRZQDVFXUUHQW\HDUH[SHQGLWXUHVUHSUHVHQWRQO\WKHIHGHUDOJUDQWSRUWLRQRI
WKH SURJUDP FRVWV  (QWLUH SURJUDP FRVWV LQFOXGLQJ WKH &LW\¶V SRUWLRQ PD\ EH PRUH WKDQ
VKRZQ6XFKH[SHQGLWXUHVDUHUHFRJQL]HGIROORZLQJDVDSSOLFDEOHHLWKHUWKHFRVWSULQFLSOHV
LQWKH20%&LUFXODU$&RVW3ULQFLSOHVIRU6WDWH/RFDODQG,QGLDQ7ULEDO*RYHUQPHQWV
RUWKHFRVWSULQFLSOHVFRQWDLQHGLQ7LWOH86&RGHRI)HGHUDO5HJXODWLRQV3DUW8QLIRUP
$GPLQLVWUDWLYH5HTXLUHPHQWV&RVW3ULQFLSOHVDQG$XGLW5HTXLUHPHQWVIRU)HGHUDO$ZDUGV
ZKHUHLQFHUWDLQW\SHVRIH[SHQGLWXUHVDUHQRWDOORZDEOHRUDUHOLPLWHGDVWRUHLPEXUVHPHQW
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CORRECTIVE ACTION PLAN FOR FINDINGS REPORTED UNDER
UNIFORM GUIDANCE
City of Clarkston
January 1, 2020 through December 31, 2020
This schedule presents the corrective action planned by the City for findings reported in this report
in accordance with Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance).
Finding ref number:
2020-001

Finding caption:
The City had inadequate internal controls for ensuring compliance with
federal procurement, suspension and debarment, and cash management
requirements
Name, address, and telephone of City contact person:
Steve Austin, Clerk Treasurer
829 5th Street
Clarkston, WA 99403
(509) 758-5541
Corrective action the auditee plans to take in response to the finding:
The City is in the process of modifying the policy regarding federal procurement, suspension and
debarment, and cash management to ensure compliance with usage of federal funds.
The City plans to update the procurement policy and standards of conduct policy to ensure that
federal standards are being maintained.
The City will strengthen internal controls to ensure that procurement of goods and services will
comply with federal regulations and the City’s procurement policy.
The City will ensure that suspension and debarment documentation will be retained for purchases
of $25,000 or more to any contractor paid all or in part with federal funds.
The City will establish written cash management policy to minimize time between receiving and
disbursing federal funds and to ensure compliance with the policy.
Anticipated date to complete the corrective action: Completed before the City’s FY 2023.

Office of the Washington State Auditor

sao.wa.gov
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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
x
x
x
x
x
x

Other ways to stay in touch

Find your audit team
Request public records
Search BARS manuals (GAAP and
cash), and find reporting templates
Learn about our training workshops
and on-demand videos
Discover which governments serve you
— enter an address on our map
Explore public financial data
with the Financial Intelligence Tool

Office of the Washington State Auditor

sao.wa.gov

x

Main telephone:
(564) 999-0950

x

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

x

Email:
webmaster@sao.wa.gov
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