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Dear Mr. Bussiere,

The Office of the Washington State Auditor has received and completed our response
to your public records request sent in via email, as follows:
Can you provide me with a PDF copy of the Management Letter(s) you
discussed during the Exit Interview? | think you mentioned there were
two MLs.
In response, we have attached all the responsive records found to fulfill your request
with us. Please let us know if you have any questions, concerns or issues regarding
this request. We will now consider this closed.

Sincerely,

Mary Leider, CPRO

Public Records Officer, Office of the Washington State Auditor
(564) 999-0919 | www.sao.wa.gov
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Office of the Washington State Auditor
Pat McCarthy

January 11, 2024

Mayor and City Council
City of Edmonds
Edmonds, Washington

Management Letter

This letter includes a summary of specific matters that we identified in planning and performing
our federal grant compliance audit of the City of Edmonds from January 1, 2022 through
December 31, 2022. We believe our recommendations will assist you in improving the City’s
internal controls and compliance in these areas.

We will review the status of these matters during our next audit. We have already discussed our
comments with and made suggestions for improvements to City officials and personnel. If you
have any further questions, please contact me at (425) 951-0290.

This letter is intended for the information and use of management and the governing body and is
not suitable for any other purpose. However, this letter is a matter of public record and its
distribution is not limited.

We would also like to take this opportunity to extend our appreciation to your staff for their
cooperation and assistance during the audit.

Sincerely,

Alatina ot

Kristina Baylor, Program Manager

Attachment

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 ¢ (564) 999-0950 ¢ Pat.McCarthy@sao.wa.gov





Management Letter

City of Edmonds
January 1, 2022 through December 31, 2022

Subrecipient Monitoring

The City received a Coronavirus State and Local Fiscal Recovery Funds Program award,
ALN 21.027, and spent $1,371,952 in program funds to cover additional costs it had incurred
during the pandemic, including expenditures supporting public health, household utility relief, and
necessary investments in water and sewer infrastructure. The program funds also included
$965,946 passed through to two subrecipients to provide emergency assistance to households for
people financially affected by COVID-19.

Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative Requirements,
Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance) requires federal
award recipients to establish and follow internal controls, and to monitor subrecipients to ensure
compliance with federal program requirements. This includes providing subrecipients with
program requirequired andorming risk assessments to determine the appropriate level of
monitoring, reviewing financial, performance and special reports to monitor program compliance,
ensuring each subrecipient receives a single audit when required, and issuing management
decisions for audit findings reported pertaining to the federal award provided to the subrecipient.
During our audit, we identified an internal control deficiency and noncompliance related to the
City’s subrecipient monitoring for this program. Specifically, the City did not have adequate
controls for monitoring its subrecipients, including ensuring they received a federal single audit
when required and reviewing their audits when applicable.

The City contracted with four subrecipient agencies during 2021, including two that continued to
receive funding during 2022. Our audit found the City provided subrecipients with program
requirements, performed risk assessments, and monitored their financial and other reports for
program compliance. However, we found the City did not perform monitoring activities to verify
if subrecipients were required to receive single audits when their total federal expenditures
exceeded $750,000. Without this verification, the City cannot ensure it is performing the proper
level of monitoring and that subrecipients are complying with program requirements. Our testing
found that two of the four subrecipients would not have been required to have single audits until
2023, and the remaining two did not appear to have federal expenditures in 2021 exceeding the
threshold requiring a single audit.

We recommend the City verify all subrecipients have received single audits when required and
retain sufficient documentation of this verification to ensure proper monitoring occurs in
compliance with federal requirements.
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Management Letter

City of Edmonds
January 1, 2022, through December 31, 2022

Payroll

The City is responsible for implementing internal controls that provide reasonable assurance its
disbursements of public funds, including employee compensation, are supported and approved.
The City’s total salaries and wages for fiscal year 2022 were $24,456,721. Our audit of wages paid
to certain employees found instances where the City’s internal controls over reviewing and
approving time worked and leave taken could be improved. Specifically, our audit noted there is
no review of leave recorded on Director’s timesheets compared to that entered into the leave usage
system to ensure all leave taken is appropriately deducted. We tested fiscal year 2022 timesheets
for three Directors and the Payroll Accountant and noted the following exceptions:

e We were unable to obtain eight timesheets for one employee. During this time the
employee was on family medical leave and was paid for 70 regular hours. We were unable
to determine whether the regular hours were valid as there was no timesheet showing
approval for that time worked.

e Six timesheets were not in agreement with leave usage reports for two employees. We
noted a total of 178 leave hours recorded on the timesheets, but only 140 hours were
deducted and paid out from the associated employee’s accrued leave balances. As a result,
we are unable to confirm whether 38 hours of leave should have been deducted from the
leave balance.

We also identified additional minor errors with ensuring other leave types, such as bereavement
leave, were correctly entered into the leave system and that all timesheets were appropriately
approved by an authorized individual.

We recommend the City ensure:

e All employees complete and certify time reported on timesheets, including Director-level
positions, for each pay period.

e Timesheets are reviewed and approved by authorized individuals and reflect actual time
worked during the period. As part of this review, the City should ensure leave recorded on
timesheets matches that entered and deducted from the leave system.

e Review variances in leave usage identified during the audit and take corrective action to
ensure employees accrued leave balances are adjusted for any leave not correctly deducted
from existing balances.






