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Dear Ms. Grove,

The Office of the Washington State Auditor has completed our response to your public
records request sent in via our website, as follows:

First | don't see the auditor's PRO identified on your website and that is a
legal requirement under RCW 42.56 et seq.

Second, My request is for any and all complaints of any sort submitted to
the auditor about the City of Mabton in 2024.

In response, we have attached all the remaining responsive records found to fulfill your
request with us. We will now consider this closed. SAO does not intend to further
address the request, and the PRA's one-year statute of limitations to seek judicial
review has started to run as of the date of this letter. Please contact us within 30 days

by e-mail at PublicRecords@sao.wa.gov, if you have any questions.

Sincerely,

Mary Leider, CPRO

Public Records Officer, Office of the Washington State Auditor
(564) 999-0919 (find me anywhere via Teams)

Let us help you improve your cyber health: #BeCyberSmart.
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H-24-493 Contact Information

Hotline ID:

Date of Submission:
Submission Method:
Submission Type:
Staff:

Author (Last, First):
Address:

City:

State:

Zip:

Home Phone:

Work Phone:

Mobile Phone:
Email:

Can Contact:
Contact Preference:
Anonymous:
Waived
Confidentiality:

H-24-493
10/23/2024
Web
Citizen

Bauer, Rita

WA

RitaBauer@proton.me
#CanContact#

Email

#Anonymous#

Yes





H-24-493 Details Information

What state or local organization is involved?

Please identify the specific concerns you are hoping the audit will address.
Water quality is horrible

Please provide a detailed description of the assertion or outstanding achievement,
including who, when, where, what, how and how much.

How did this issue come to your attention?

What employee(s), contractors, etc., were involved in the assertion or achievement?
Please include employee titles if possible.

Please provide the names of any withesses to the assertion or achievement, if
possible.

Please provide any additional details or comments that would help us understand
your assertion or achievement.

Mabton is probably the most corrupt city in the state and needs some sort of intervention
by the governor. Not only is public health at risk, but the city doesn't even have a 2024
budget and does not respond to public records requests.





H-24-493 Referral Information

Hotline ID:

Date of Submission:
Entity Type:

Entity Category Type:
Entity:

Sub Entity Name:
Category:

1-2 sentence
description

of concern:

Report Issued:
Reporting Type:
Report Number:

Investigation
Contracted:
Contract Number:
Contract Name:
Billing Time Code:
Costs:

Public Records
Request:

Flag for Annual Report:
Substantiated:
ARRA:

Action:

Audit Team:

Audit Team Contact:
cc:

cc:

cc:

cc:

Referral Date:
Action Taken:
Response Date:
Report Date:
Follow Up Date:
Date Closed:

H-24-493
10/23/2024
Local
City/Town
Mabton, City of

Accounting/Financial Reporting

Mabton is probably the most corrupt city in the state and needs
some sort of intervention by the governor. Not only is public
health at risk, but the city doesn't even have a 2024 budget and
does not respond to public records requests.

No

Exit Item

No

Yes

No

No

No

Referred to Audit Team - Consider Next Audit
Yakima
wilsonm@sao.wa.gov
#CC1#

#CC2#

#CC3#

#CC4#

10/23/2024

No

5/16/2025





H-24-493 Activity Log

05/16/2025

Referral updated by 'JEANA Gillis (gillisj)'.
05/15/2025

Referral updated by 'JEANA Gillis (gillisj)'.
05/15/2025

Emailed citizen link to the most recent audit report that has our recommendation
for the budget compliance. This can now be closed. --bungera
05/15/2025

We issued a recommendation over budget compliance. See supporting documents
tab. --bungera
10/25/2024

Referral updated by 'JEANA Gillis (gillisj)'.
10/24/2024

Contacted citizen via email to see if they can call me back to get more inforamtion. -
-bungera
10/23/2024

Referral updated by 'JEANA Gillis (gillisj)'.
10/23/2024

Task assigned to 'wilsonm@sao.wa.gov'. Team notification email sent to:
wilsonm@sao.wa.gov,bungera@sao.wa.gov
10/23/2024

Referral updated by 'JEANA Gillis (gillisj)'. Action changed from (not set) to Referred
to Audit Team - Consider Next Audit.





Office of the Washington State Auditor

Pat McCarthy

Exit Conference: City of Mabton

The Office of the Washington State Auditor’s vision is increased trust in government. Our mission is to provide
citizens with independent and transparent examinations of how state and local governments use public funds, and
develop strategies that make government more efficient and effective.

The purpose of this meeting is to share the results of your audit and our draft reporting. We value and appreciate
your participation.

Audit Reports

We will publish the following reports:

e Accountability audit for January 1, 2021 through December 31, 2023 — see draft report.
¢ Financial statement audit for January 1, 2021 through December 31, 2021- see draft report.

Audit Highlights

e We appreciate Sophia Martin’s prompt response to our requests for concluding the audit.
e We appreciate the City’s dedication to continuous improvement.

Recommendations not included in the Audit Reports

Exit Items

We have provided exit recommendations for management’s consideration. Exit items address control deficiencies
or noncompliance with laws or regulations that have an insignificant or immaterial effect on the entity, or errors
with an immaterial effect on the financial statements. Exit items are not referenced in the audit report.

Status of Prior Management Letter items

Brief Description Resolved  Unresolved
Disbursements — purchase cards X

Financial Statement Audit Communication

We would like to bring the following to your attention:

e Uncorrected misstatements in the audited financial statements are summarized on the attached schedule.
We agree with management’s representation that these misstatements are immaterial to the fair
presentation of the financial statements. However, the conditions that led to these misstatements may result
in more significant misstatements if not corrected.

e The audit addressed the following risks, which required special consideration:
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o Due to the possibility that management may be able to circumvent certain controls, standards
require the auditor to assess the risk of management override.

Finalizing Your Audit

Report Publication

Audit reports are published on our website and distributed via email in a .pdf file. We also offer a subscription
service that notifies you by email when audit reports are released or posted to our website. You can sign up for
this convenient service at https://portal.sao.wa.gov/SAOPortal.

Management Representation Letter

We have included a copy of representations requested of management.

Audit Cost

At the entrance conference, we estimated the cost of the audit to be $37,040 and actual audit costs will
approximately amount to $44,000 due to additional work necessary to address audit issues identified.

Your Next Scheduled Audit
Your next audit is scheduled to be conducted in fall 2025 and will cover the following general areas:

¢ Financial statement for fiscal year 2022 and 2023

The estimated cost for the next audit based on current rates is $12,660 plus travel expenses. This preliminary
estimate is provided as a budgeting tool and not a guarantee of final cost.

If expenditures of federal awards are $750,000 or more in any fiscal year, notify our Office so we can schedule
your audit to meet federal Single Audit requirements. Federal awards can include grants, loans, and non-cash
assistance like equipment and supplies.

Working Together to Improve Government

Audit Survey

When your report is released, you will receive an audit survey from us. We value your opinions on our audit
services and hope you provide feedback.

Local Government Support Team

This team provides support services to local governments through technical assistance, comparative statistics,
training, and tools to help prevent and detect a loss of public funds. Our website and client portal offers many
resources, including a client Help Desk that answers auditing and accounting questions. Additionally, this team
assists with the online filing of your financial statements.

The Center for Government Innovation

The Center for Government Innovation at the Office of the Washington State Auditor offers services specifically
to help you help the residents you serve at no additional cost to your government. What does this mean? We
provide expert advice in areas like Lean process improvement, peer-to-peer networking, and culture-building to
help local governments find ways to be more efficient, effective and transparent. The Center can help you by
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providing assistance in financial management, cybersecurity and more. Check out our best practices and other
resources that help local governments act on accounting standard changes, comply with regulations, and respond
to recommendations in your audit. The Center understands that time is your most precious commodity as a public
servant, and we are here to help you do more with the limited hours you have. If you are interested in learning
how we can help you maximize your effect in government, call us at (564) 999-0818 or email us at
Center(@sao.wa.gov.

Questions?

Please contact us with any questions about information in this document or related audit reports.

Tina Watkins, CPA, Director of Local Audit, (360) 260-6411, Tina.Watkins@sao.wa.gov

Ann Strand, Assistant Director of Local Audit, (509) 454-7849, Ann.Strand@sao.wa.gov

Mandy Wilson, CPA, Audit Manager, (509) 895-4195, Mandy.Wilson@sao.wa.gov

Amy Bunger, Acting Audit Manager, (509) 517-5624, Amy.Bunger@sao.wa.gov

Stephanie Anglin, Assistant Audit Manager, (509) 517-5626, Stephanie.Anglin@sao.wa.gov

Justin Mills, Audit Lead, (509) 517-5628, Justin.Mills@sao.wa.gov
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Office of the Washington State Auditor

Pat McCarthy
Issue Date — (Inserted by OS)

Mayor and City Council
City of Mabton
Mabton, Washington

Report on Accountability

The Office of the Washington State Auditor takes seriously our role of providing state and local
governments with assurance and accountability as the independent auditor of public accounts. In
this way, we strive to help government work better, cost less, deliver higher value and earn greater
public trust.

Independent audits provide essential accountability and transparency for City operations. This
information is valuable to management, the governing body and public stakeholders when
assessing the government’s stewardship of public resources.

Attached is our independent audit report on the City’s compliance with applicable requirements
and safeguarding of public resources for the areas we examined. This report highlights significant
risks presented by the City’s lack of appropriate financial safeguards. The risks we identified have
been realized to the City’s financial loss, as detailed in the separate fraud report.

We appreciate your cooperation during this audit, which includes several recommendations to
prevent further losses. I strongly encourage you to follow those recommendations and to diligently
work to meet the expectations of state law, the Washington public, and your own community.

Sincerely,

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA

Americans with Disabilities

In accordance with the Americans with Disabilities Act, we will make this document available in
alternative formats. For more information, please contact our Office at (564) 999-0950, TDD
Relay at (800) 833-6388, or email our webmaster at webmaster(@sao.wa.gov.

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

Results in brief

This report describes the overall results and conclusions for the areas we examined. In most of the
areas we examined, City operations did not comply, in all material respects, with applicable state
laws, regulations, or its own policies. Additionally, the City did not provide adequate controls over
safeguarding of public resources in most of the areas we examined.

As referenced above, we identified areas where the City could make improvements. These
recommendations are included with our report as findings.

Additionally, as noted under the Related Reports — Special Investigations section of this report,
certain matters were examined and reported as part of a separate engagement.

In keeping with general auditing practices, we do not examine every transaction, activity, policy,
internal control, or area. As a result, no information is provided on the areas that were not
examined.

About the audit

This report contains the results of our independent accountability audit of the City of Mabton from
January 1, 2021 through December 31, 2023.

Management is responsible for ensuring compliance and adequate safeguarding of public resources
from fraud, loss or abuse. This includes the design, implementation and maintenance of internal
controls relevant to these objectives.

This audit was conducted under the authority of RCW 43.09.260, which requires the Office of the
Washington State Auditor to examine the financial affairs of all local governments. Our audit
involved obtaining evidence about the City’s use of public resources, compliance with state laws
and regulations and its own policies and procedures, and internal controls over such matters. The
procedures performed were based on our assessment of risks in the areas we examined.

Based on our risk assessment for the years ended December 31, 2023, 2022 and 2021, the areas
examined were those representing the highest risk of fraud, loss, abuse, or noncompliance. We
examined the following areas during this audit period:

e Annual report filing — timeliness and completeness
e Budget compliance

e Cash receipting — timeliness and completeness of deposits, voids and adjustments at
City Hall

e Tracking and monitoring theft sensitive assets such as fuel

Office of the Washington State Auditor sao.wa.gov Page 4
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e Accounts payable — general disbursements, credit cards and electronic funds transfers
e Accounts receivable — billing and adjustments of utilities
e Payroll — gross wages and electronic funds transfers

e Open public meetings — compliance with minutes, meetings and executive session
requirements

¢ Financial condition — reviewing for indications of financial distress

Office of the Washington State Auditor sao.wa.gov Page 5
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-001

City of Mabton
January 1, 2021 through December 31, 2023

The City lacked adequate internal controls over cash receipting
and utility billings to safeguard public resources, resulting in a loss
of public funds.

Background

The City of Mabton serves about 1,965 residents in Yakima County. A citizen-
elected, five-member Council and a Mayor govern the City, which operates on a
budget of approximately $5 million annually and provides services including
police, water, sewer and solid waste.

The Budgeting, Accounting and Reporting System (BARS) Manual requires
governments to develop internal controls that adequately safeguard public
resources. As such, management is responsible for designing, implementing and
maintaining internal controls that provide reasonable assurance that it properly
receipts and deposits all funds collected and that utility billings are properly
calculated. Additionally, state law (RCW 43.09.240) requires funds to be deposited
to the treasurer of the local government within 24 hours of receipt.

Description of Condition

The City’s design and application of internal control processes over cash receipting
and billings processes were insufficient and did not adequately safeguard payments
it received. As a result of these deficiencies, the City did not ensure the accounting
and financial records were an accurate representation of its activity. In addition, it
did not ensure it collected, accounted for and deposited all money intact nor verify
it billed customers properly. Specifically, we identified the following control
deficiencies:

Cash receipting

e The City did not reconcile bank and accounting records promptly.
Additionally, City Hall did not perform an on-time or independent review
of these reconciliations to verify that all funds collected were recorded and
deposited intact within 24 hours.

Office of the Washington State Auditor sao.wa.gov Page 6
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e The employee responsible for reconciling daily cash receipts was also
responsible for bank deposits. All cashiers were able to adjust receipts
without any independent review. Adequate segregation of duties is
necessary to reduce the risk of misappropriation.

e Multiple cashiers had access to and performed cash handling procedures
from the same cash drawer.

Utility billing

e The City did not verify that employees properly entered all manual meter
readings into the billing system or that they properly calculated utility
billings according to council approved rates.

e Several City Hall employees had the ability to adjust utility accounts
without adequate monitoring to verify adjustments were for legitimate
purposes or properly supported.

e The City lacked adequate internal controls to ensure that it followed its
policy for collecting delinquent accounts, issuing late fees, shutting off
water or filing liens.

Cause of Condition

The City experienced significant turnover in staff responsible for cash receipting
and billing. Staff did not have the necessary experience or training for
understanding the proper controls over segregation of duties and effective oversight
of cash handling and billing procedures.

Effect of Condition

Inadequate internal controls over the City’s activities and lack of proper oversight
increase the risk management could not detect quickly, if at all, a loss or
misappropriation of public funds. Specifically, we found the following:

Cash receipting

e The City did not fully reconcile bank statements for 2022 until February
2025, and has not fully reconciled bank statements for 2023 and 2024.

e In October 2024, the City had $453 in cash and an undeposited check for
$115, dated June 14, 2024, in its safe that had no payee listed. The City did
not have documentation to support these funds.

Office of the Washington State Auditor sao.wa.gov Page 7
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e The City receipted donations for a community event totaling $4,500 but did
not deposit the funds to the bank and instead used the funds to pay vendors
for the event.

e The City did not track and record tax revenue in the accounting system that
it had electronically received from Yakima County totaling $210,619 for
2023 and $180,724 for 2022, understating its annual revenue.

e In 2023, the City recorded two receipts totaling $54,418 as expenditures
that it received electronically from the Washington State of Treasurer and
Department of Commerce.

e The City did not deposit 22 out of 36 deposits within the required 24 hours,
ranging from two to 11 days late and totaling $133,189.

Utility billing

e In 2022 and 2023, the City overcharged two accounts by a total of $487 and
undercharged two accounts by a total of $26.

e The Deputy Clerk did not enter the meter readings into the billing system
for one account of a former public works employee from, at earliest, April
2023 to October 2024 even though the public works department recorded
the meter readings and submitted them to the City to be uploaded to the
system. Therefore, the City only charged the minimum consumption on the
account, most likely underbilling the consumption.

e The City adjusted 16 billings for a total of $100,720 from 2022 through
2024 and did not retain supporting documentation to demonstrate that these
adjustments were appropriate

e The City did not establish payment plans, send accounts to collections or
file liens for 68 delinquent accounts, including the Mayor’s account,
totaling $48,297, as of December 31, 2024. Additionally, the City did not
consistently shut off the water for delinquent accounts, including the
Mayor’s account, as required by municipal code.

e The City overcharged its shut-off and reconnection fees by $10 for each
customer whose account it shut off during the audit period.

Additionally, on June 17, 2024, the City experienced a misappropriation
totaling $22,641 when the Deputy Clerk took a deposit containing cash and
checks to the bank. The City had to cancel checks totaling $9,239 and
experienced a loss of $13,402 in cash. We reviewed and agreed with the results

Office of the Washington State Auditor sao.wa.gov Page 8
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of the Mabton Police Department’s subsequent investigation, as noted under the
Related Reports — Special Investigations section of this report.

Recommendation

We recommend the City strengthen internal controls over cash receipting and
billings to ensure it adequately safeguards public funds from loss or
misappropriation. Specifically, we recommend the City:

Provide the necessary resources and training to staff responsible for billing
and cash receipting to ensure they receipt and safeguard all revenues
appropriately

Establish and follow a policy outlining guidelines for cash handling,
segregation of duties, and independent reconciliations of deposits and bank
statements. This should include an independent review of daily cash activity
and depositing receipts within 24 hours.

Establish a process for billing utility accounts accurately

Document the independent review of all adjustments to cash receipts and
utility accounts to verify all transactions are for a valid purpose, supported
and calculated correctly

Follow municipal code and policies for delinquent accounts, including
shutoffs

City’s Response

City staff will begin looking for local trainings to attend for billing and
cash receipting.

At the end of each day, the cashier/Deputy City Clerk and the treasurer
review the day’s receipts and record its accuracy. Daily intake of payments
received are recorded and sealed in a deposit envelope while both
individuals are present. As stated previously, deposits are then sent to the
bank the next day by a uniformed police officer, or they are delivered to the
bank via the night deposit box by a city staff member.

Utility billing-meter reads will be entered by one city employee and then
verified by a second city employee to ensure accuracy.

Office of the Washington State Auditor sao.wa.gov Page 9
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o All adjustments to cash receipts and utility accounts will be reviewed and
entered in the system by the City Treasurer after proper documentation has
been provided to warrant an adjustment.

o (City employees will make every effort to be more mindful of municipal
codes and policies for delinquent accounts, including shutoffs.

The above practices have been put in place and formal policies will be
forthcoming.

Auditor’s Remarks

We appreciate the City’s commitment to resolving these issues identified above and
emphasize the importance of establishing effective controls over cash receipting
and billing procedures. We will follow up on the status of the finding during our
next audit.

Applicable Laws and Regulations

RCW 43.09.200 — Local government accounting — Uniform system of accounting.

RCW 43.09.240 — Local government accounting — Public officers and employees
— Duty to account and report — Removal from office — Deposit of collections.

Budgeting, Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Internal Control, Sections 3.1.3.20 and 3.1.3.30

Budgeting, Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Revenues, Cash Receipting, Sections 3.6.1

Office of the Washington State Auditor sao.wa.gov Page 10
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-002

City of Mabton
January 1, 2021 through December 31, 2023

The City lacks adequate oversight to ensure disbursements, credit
card payments and fuel are for allowable and appropriate business
expenses.

Background

The City spent about $2.6 million, $2.7 million and $3.7 million on operating
expenditures in 2021, 2022 and 2023, respectively. Of this amount, the City spent
about $98,000 using credit cards and about $93,000 on fuel during this three-year
period. State law requires the City review and certify all transactions before making
payments. The City is responsible for establishing adequate controls over
disbursements to ensure payments are for valid expenses. City management is also
responsible for the integrity and retention of the original vouchers and other
documents needed to prove the validity of every transaction relating to the use of
public funds.

Description of Condition

General disbursements and credit cards

The City did not establish controls over disbursements and credit cards to ensure
supporting documentation was maintained for all disbursement transactions, and
that someone independently reviewed all purchases before payment. In addition,
the City did not have a process to check out its credit cards.

The City did not retain supporting itemized receipts for 23 general disbursements
totaling $228,291, eight employee reimbursements totaling $2,240 and eight credit
card transactions totaling $990. As a result, the City could not demonstrate that
these transactions were for valid business purposes. The City also made an
unallowable purchase of a tire for a personal vehicle totaling $334.

Further, although two people signed the Mayor’s reimbursement checks, the Mayor
signed two of their own five checks. We would expect the City to prohibit
employees from signing checks written to themselves to ensure adequate oversight
and monitoring.

Office of the Washington State Auditor sao.wa.gov Page 11
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Fuel purchases

The City’s public works department had one fuel card shared among multiple staff
and did not assign a custodian to assign responsibility for the card or monitor fuel
card activity to verify that fuel usage was reasonable. Specifically, City staff did
not document the odometer readings or calculate the miles per gallon (MPG) to
verify that fuel use and purchases were reasonable based on the vehicles” make and
model.

The City’s public works department has four vehicles that use unleaded fuel and
specialized equipment that appear to use diesel. The department purchased 4,370
gallons of unleaded fuel between February 21, 2023, and July 18, 2024. Based the
public works vehicles’ average MPG, we estimated that each vehicle would have
to drive 52 miles per workday, which does not appear reasonable as the City limits
is about 0.8 square miles. Additionally, the City purchased 38.4 gallons of unleaded
fuel on three nonworking days.

Cause of Condition

The City experienced significant turnover during the audit period. Management,
the Mayor and the Council did not devote sufficient attention to the accounts
payable process, to adequately train staff or to monitor activity.

Effect of Condition

Without adequate internal controls and proper oversight over disbursements, credit
cards and fuel cards, the City:

e Is at an increased risk of management not detecting a loss or
misappropriation of public funds quicky, if at all

e Cannot demonstrate that general disbursements, credit card transaction and
fuel purchases were legitimate and for valid business purposes

e Would not be able to assign responsibility should the fuel card or other City
credit cards go missing or if purchases were for unallowable purposes.

In addition, on October 16, 2024, the City notified our Office regarding a loss of
public funds, as required by state law. The Mabton Police Department performed
an investigation in July 2024 and identified two unauthorized transactions from a
former employee totaling $93 occurring in July 2024. We reviewed the
investigation and agree with its conclusions.

Office of the Washington State Auditor sao.wa.gov Page 12
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Recommendation

We recommend the City:

e Establish policies and procedures over disbursements and credit cards that
include keeping itemized receipts for all transactions, and performing an
independent review of expenses to ensure they are supported and for valid
business purposes

e Adequately train staff responsible for processing accounts payable on the
allowable uses of public funds and ensure employees do not sign their own
checks

e Safeguard the fuel card and other City credit cards by assigning a custodian
and establishing check-out procedures

e Establish a process for verifying the validity of fuel purchases by recording
odometer readings, calculating MPG and checking for reasonableness

City’s Response

The city has implemented a procedure for both the fuel cards and credit cards.
Employees are required to check out the credit card for purchases and submit
receipts for those purchases then they return the credit card. Fuel purchases for
the Public Works department are logged onto a fuel log sheet and submitted to the
City Treasurer monthly to match with fuel purchase receipts.

All credit card purchases are verified with the purchaser to ensure they are being
utilized for city business.

Auditor’s Remarks

We appreciate the City’s commitment to resolving these issues and emphasize the
importance of establishing effective policies and monitoring procedures over
disbursement activity. We will follow up on the status of the finding during our
next audit.

Applicable Laws and Regulations

RCW 42.24.080 — Municipal corporations and political subdivisions — Claims
against for contractual purposes — Auditing and payment — Forms — Authentication
and certification

Office of the Washington State Auditor sao.wa.gov Page 13
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RCW 43.09.200 — Local government accounting — Uniform system of accounting
RCW 43.09.2855 — Local Governments — Use of credit cards

RCW 43.09.185 — Loss of public funds — illegal activity — Report to state auditor’s
office

Budgeting Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Internal Control, Sections 3.1.3.20 and 3.1.3.30

Budgeting Accounting and Reporting System (BARS) Manual — Accounting,
Expenditures, Purchase Cards, Sections 3.8.4

Office of the Washington State Auditor sao.wa.gov Page 14
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-003

City of Mabton
January 1, 2021 through December 31, 2023

The City did not comply with state law and operated without a
legally approved budget.

Background

State law requires the City to adopt an appropriated budget, authorizing the City’s
legal spending limits. Expenditures more than budgeted appropriations are
considered void by state law. Further, the Council cannot authorize spending that
exceeds available resources.

State law also requires a minimum of three public hearings during the budget
adoption process to discuss revenue sources, preliminary budget proposal and final
budget proposal. State law requires the City to provide adequate public notice of
the public hearings, meet certain deadlines during the budget adoption process and
make its preliminary budget available for taxpayer examination.

Description of Condition

The City’s elected officials and management did not approve its 2024 budget until
November 2024, nor monitor expenses and available fund balance when obligating
expenses. Additionally, the City did not properly advertise and hold all required
meetings by the appropriate deadlines as required by state law. The City only held
the first of three public hearings to discuss the preliminary budget, and held no
further hearings in 2023.

Cause of Condition

The City experienced significant turnover during the audit period. Management,
the Mayor and the Council did not devote sufficient time and resources to prepare
or finalize the annual City budget until the end of 2024.

Effect of Condition

The City operated for 330 days in 2024 without an approved budget, which is a
violation of state law. When the City does not establish an approved budget, it puts
public funds at risk and cannot ensure all money is used appropriately and for

Office of the Washington State Auditor sao.wa.gov Page 15
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intended purposes. Any payments made in excess of, or without an approved
budget, are unallowable.

Also, the City did not demonstrate that it involved the public in the budgeting
process by the required deadlines, as required, by submitting preliminary draft
proposals and holding public hearings.

Recommendation

We recommend the City’s elected officials and management comply with state laws
related to budgets. Specifically, we recommend the City establish its annual budgets
before the beginning of the fiscal year and obligate expenditures only when funds
have the available budget. We also recommend the City submit its annual budgets
to our Office.

City’s Response

The city is currently working on reconciling 2024 bank statements so that we can
be better prepared to begin budget planning mid-June to ensure we have a 2026
budget in place within the required time frame.

Auditor’s Remarks

We appreciate the City’s commitment to resolving the issues identified above and
emphasize the importance of establishing effective policies and monitoring
procedures over City spending. We will follow up on the status of the finding during
our next audit.

Applicable Laws and Regulations

RCW 35A.33.120 — Funds — Limitations on expenditures — Transfers and
adjustments

RCW 35A.33.075 — Budget Adoption

The Budgeting, Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Internal Control, Sections 3.1.3.20 and 3.1.3.30

Office of the Washington State Auditor sao.wa.gov Page 16

Page 19 of 49





lose.

iIsC

te, distribute, or di

ica

Draft - Please do not dupl

iminary

Prel

SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-004

City of Mabton
January 1, 2021 through December 31, 2023

The City lacked adequate internal controls over financial
reporting to ensure compliance with state law requiring timely
annual report submission.

Background

Federal and state agencies, the City Council and the public rely on the information
included in financial statements and reports to make decisions. The City is
responsible for designing, implementing and maintaining internal controls that
provide reasonable assurance its financial reporting is reliable.

State law (RCW 43.09.230) requires the City to submit an annual report with
accurate, summarized financial information and supporting schedules to the State
Auditor’s Office within 150 days after the end of its fiscal year

Description of Condition

The City did not submit the required annual reports to our Office within 150 days
of fiscal year-end. The City filed its 2022 annual report 616 days late and has not
filed its 2023 annual report.

Cause of Condition

Due to staff turnover, the City had not fully reconciled bank statements for 2022
until February 2025 and has not fully reconciled bank statements for 2023.
Additionally, City leadership did not dedicate the necessary resources to submit the
annual report on time.

Effect of Condition

Delays in the availability of complete financial reports prevent City officials, the
public and other interested parties from obtaining timely information. Such delays
also hinder public transparency and our Office’s efforts to compile statistical and
financial information that the Legislature and other parties use. Further, the City’s
failure to respond impeded our Office’s ability to audit the government in a timely
manner, as state law requires.

Office of the Washington State Auditor sao.wa.gov Page 17
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Recommendation

We recommend the City establish internal controls to ensure timely financial
reporting in accordance with state law.

City’s Response

The city has nearly completed reconciling the bank statements for 2024 and is
working on preparing the annual report for submission by the deadline of May 30,
2025.

Auditor’s Remarks

We appreciate the City’s commitment to resolving this issue and thank them for
their cooperation and assistance during the audit. We will follow up on the status
of the finding during our next audit.

Applicable Laws and Regulations

RCW 43.09.230, Local government accounting — Annual reports — Comparative
statistics.

Office of the Washington State Auditor sao.wa.gov Page 18
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RELATED REPORTS

Financial

Our opinion on the City’s financial statements is provided in a separate report, which includes the
City’s  financial  statements. = That report is available on our  website,
https://portal.sao.wa.gov//ReportSearch.

That report includes a finding for a material weakness in internal controls over financial reporting
regarding the financial statement preparation process and compliance with state law.

Special investigations

We issued a fraud investigation report on activities at the City. That report is available on our
website, https://portal.sao.wa.gov//ReportSearch.

Office of the Washington State Auditor sao.wa.gov Page 19
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INFORMATION ABOUT THE CITY

The City of Mabton operates under a mayor-council form of government with a five-member
Council and an elected Mayor. The Council is responsible for creating policies and procedures and
making financial decisions. The Mayor and the City Council are responsible for overseeing day-
to-day operations. The City provides municipal and proprietary services which include public
safety, infrastructure maintenance, cemetery facilities, library facilities, emergency response and
water, sewer and solid waste utilities. The City’s resources appropriated for expenditures were
approximately $4.5 million for fiscal year 2021 and 2022 and $6.2 million for 2023.

Contact information related to this report

Contact: | Sophia Martin, City Treasurer

Telephone: | (509) 894-4096

Website: | www.cityofmabton.com

Information current as of report publish date.

Audit history

You can find current and past audit reports for the City of Mabton at
https://portal.sao.wa.gov//ReportSearch.

Office of the Washington State Auditor sao.wa.gov Page 20
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950

e Search BARS Manuals (GAAP and
cash), and find reporting templates

e Learn about our training workshops
and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

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

e FEmail:
webmaster(@sao.wa.gov

Office of the Washington State Auditor sao.wa.gov Page 21
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Office of the Washington State Auditor
Pat McCarthy

Issue Date — (Inserted by OS)

Mayor and City Council
City of Mabton
Mabton, Washington

Report on Financial Statements

Please find attached our report on the City of Mabton’s financial statements.

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

Sincerely,

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA

Americans with Disabilities

In accordance with the Americans with Disabilities Act, we will make this document available in
alternative formats. For more information, please contact our Office at (564) 999-0950, TDD
Relay at (800) 833-6388, or email our webmaster at webmaster(@sao.wa.gov.

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 ¢ (564) 999-0950 * Pat.McCarthy@sao.wa.gov
Page 26 of 49
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2021-001

City of Mabton
January 1, 2021 through December 31, 2021

The City did not have adequate internal controls ensuring accurate
reporting of its financial statements and compliance with state law.

Background

State and federal agencies, the City Council, and the public rely on information
included in the financial statements and reports to make decisions. Management is
responsible for designing and following internal controls that provide reasonable
assurance its financial reporting is reliable and the financial statements and notes
to financial statements are accurate.

The City prepares its financial statements in accordance with the cash-basis
accounting method prescribed in the State Auditor’s Office’s Budgeting,
Accounting and Reporting System (BARS) Manual.

The City Council annually approves a budget determining the City’s legal spending
limits. Under state law (RCW 35A.33.120), spending should not exceed this level
without a Council-approved budget amendment. Moreover, the Council cannot
authorize spendings that exceeds available funds. When expenditures in a fund
exceed the available resources, the City is effectively borrowing from other funds
without formally establishing an interfund loan. The Council must approve
interfund loans by resolution or ordinance that includes a payment plan and set a
reasonable interest rate to pay to the lending fund.

Our audit found deficiencies in internal controls over accounting and financial
reporting that affected the City’s ability to produce reliable financial statements.
Government Auditing Standards requires the State Auditor’s Office to
communicate material weaknesses as a finding.

Description of Condition

We found the following deficiencies in internal controls that represent a material
weakness. The City did not have processes in place to:

e Perform a secondary review of the financial reports to ensure they were free
from material errors, agreed to underlying accounting records and complied
with BARS Manual reporting requirements

Office of the Washington State Auditor sao.wa.gov
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e Research and properly classify ending cash and investment balances
e Monitor financial activity, or identify the need to both implement and
account for interfund loans as required

We reported this issue as a finding in the prior three audits.

Cause of Condition

The City has experienced turnover in multiple positions and those responsible for
financial oversight lacked the necessary experience and training in financial
reporting.

Additionally, the City Council authorized paying expenses in the street and sewer
funds that were more than the authorized budget and available resources without
verifying if there were adequate funds.

Effect of Condition

Inaccurate financial reports limit access to financial information that City officials,
the public, state and federal agencies, and other interested parties use.

As a result of the internal control weaknesses, the City:

e Reported the Drinking Water State Revolving Fund loan and the
Department of Ecology loan on the Schedule of Liabilities twice,
overstating total liabilities by $3,883,099

e Misclassified $316,456 of restricted funds and $434,902 of unassigned
funds as assigned in the general fund

The City subsequently corrected these errors.

Also, the City overspent approved budgets and available resources for two funds,
reporting negative cash and investment balances totaling $297,339 in the street fund
and $204,869 in the sewer fund. These funds operated using restricted funds since
the general fund did not have an unassigned fund balance to cover these negative
balances. The City’s noncompliance with state laws had a direct and material effect
on its 2021 financial statements.

In addition, we identified other less significant errors on the financial statements,
notes and schedules.

Office of the Washington State Auditor sao.wa.gov
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Recommendation

We recommend the City’s elected officials and management establish and follow
effective internal controls over preparing financial statements and schedules. This
should include performing a secondary review of the financial statements and
researching reporting requirements to ensure cash and investments are properly
classified.

We also recommend the City monitor its financial activity to ensure it complies
with state law and all funds have the available budget and resources to pay for
expenditures. When necessary, we further recommend the City establish an
interfund loan that the Council approves.

City’s Response

The city agrees with the SAO findings and recommendations. The new staff is
working diligently to reconcile all financial statements to provide a clear standing
of the cities finances. All expenditures will be reviewed and ensured that it has been
included in the budget. It is the City Treasurers goal is to complete quarterly
financial reports for council.

Auditor’s Remarks

We appreciate the City’s commitment to resolving these issues. We will follow up
to the finding during our next audit.

Applicable Laws and Regulations

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

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

The Budgeting Accounting and Reporting System (BARS) Manual 3.1.3, Internal
Control, requires each local government to establish and maintain an effective
system of internal controls that provides reasonable assurance that the government
will achieve its objective.

Office of the Washington State Auditor sao.wa.gov
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The Budgeting, Accounting and Reporting System (BARS) Manual, 3.9.1, Loans,
sets the requirements for interfund loans and repayments.

RCW 35A.33.120 — Funds — Limitations on expenditures, restricts the Council from
authorizing any claim on expenditures in excess of total budgeted amounts for any
individual fund

Office of the Washington State Auditor sao.wa.gov
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PO Box 555, Mabton, WA 58335 P: (S05) 854-40096 F: (S05) B34-4313
wwaw. Cityofmabion.com

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

City of Mabton
January 1, 2021 through December 31, 2021

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

Audit Period: Report Ref. No.: Finding Ref. No.:
January 1, 2020 through December 2020 102921 2020-001
Finding Caption:

The City’s internal controls over preparing financial statements and monitoring financial
activity were inadequate for ensuring accurate reporting and compliance with state law.

Background:

The City did not implement or account for interfund loans for the Street and Sewer funds.
This resulted in the City incorrectly reporting negative fund balances for these funds in the
amount of $155,431 and $225,671, respectively. These errors remain uncorrected, as the City
has not yet properly approved the necessary interfund loans.

The City’s General fund has unassigned cash and investments of only $308,912, which is not
enough to support the negative fund balances in the Street and Sewer funds. Therefore, the
City is effectively using restricted, committed or assigned assets to support these funds.

We recommend the City monitor its financial activity to ensure that all funds have the
available resources to pay for expenditures and, when necessary, establish an interfund loan
that the Council approves.

Status of Corrective Action: (check one)
O Fully Corrected O Partially Corrected Not Corrected O Finding is considered no longer valid

Corrective Action Taken: We are currently working on reconciliations and reassigning
expenditures where appropriate.

Office of the Washington State Auditor sao.wa.gov
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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

I-1

City of Mabton
January 1, 2021 through December 31, 2021

Mayor and City Council
City of Mabton
Mabton, 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 Mabton, as of and for the year ended December 31, 2021, and the related notes to the
financial statements, which collectively comprise the City’s financial statements, and have issued
our report thereon dated May 15, 2025.

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.

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

In planning and performing our audit of the financial statements, we considered the City’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control.

Office of the Washington State Auditor sao.wa.gov
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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 above and was not
designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist
that were not identified.

However, we identified certain deficiencies in internal control, as described in the accompanying
Schedule of Audit Findings and Responses as Finding 2021-001, that we consider to be material
weaknesses.

REPORT ON 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 its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion.

The results of our tests disclosed instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards and which are described in the accompanying
Schedule of Audit Findings and Responses as Finding 2021-001. We also noted certain matters
that we have reported to the management of the City in a separate special investigation report dated
May 15, 2025.

CITY’S RESPONSE TO FINDINGS

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

Office of the Washington State Auditor sao.wa.gov
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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
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.

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA
May 15, 2025

Office of the Washington State Auditor sao.wa.gov
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INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements
F-2

City of Mabton
January 1, 2021 through December 31, 2021

Mayor and City Council
City of Mabton
Mabton, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Unmodified and Adverse Opinions

We have audited the financial statements of the City of Mabton, as of and for the year ended
December 31, 2021, and the related notes to the financial statements, as listed in the financial
section of our report.

Unmodified Opinion on the Regulatory Basis of Accounting (BARS Manual)

As described in Note 1, the City has prepared these financial statements to meet the financial
reporting requirements of state law and 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 accompanying financial statements referred to above present fairly, in all
material respects, the cash and investments of the City of Mabton, and its changes in cash and
investments, for the year ended December 31, 2021, on the basis of accounting described in Note
1.

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 Mabton, as of December 31, 2021, or the changes in
financial position or cash flows thereof for the year then ended, because of the significance of the
matter discussed below.

Office of the Washington State Auditor sao.wa.gov
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Basis for Unmodified and Adverse Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and Government Auditing Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the City, and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit unmodified and adverse opinions.

Matter Giving Rise to 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. As described in Note 1 of the
financial statements, the financial statements are prepared by the City in accordance with state law
using accounting practices prescribed by the BARS Manual, which is a basis of accounting other
than accounting principles generally accepted in the United States of America. The effects on the
financial statements of the variances between the regulatory basis of accounting and accounting
principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material and pervasive.

Responsibilities of Management 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 BARS Manual 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and

Office of the Washington State Auditor sao.wa.gov
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Government Auditing Standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

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

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

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements;

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal control. Accordingly, no such opinion
is expressed;

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements;

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

e We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit, significant audit findings, and
certain internal control-related matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City’s financial statements. The Schedule of Liabilities is presented for
purposes of additional analysis, as required by the prescribed BARS manual. This schedule is 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

Office of the Washington State Auditor sao.wa.gov
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States of America. In our opinion, the information is fairly stated, in all material respects, in
relation to the financial statements as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated May 15,
2025 on our consideration of the City’s internal control over financial reporting and on the tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the City’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City’s internal control over financial reporting and
compliance.

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA
May 15, 2025
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FINANCIAL SECTION

City of Mabton
January 1, 2021 through December 31, 2021

FINANCIAL STATEMENTS

Fund Resources and Uses Arising from Cash Transactions — 2021
Fiduciary Fund Resources and Uses Arising from Cash Transactions — 2021
Notes to Financial Statements — 2021

SUPPLEMENTARY AND OTHER INFORMATION
Schedule of Liabilities — 2021

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 Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS Manuals (GAAP and N .
cash), and find reporting templates * Toll-free Citizen Hotline:

e Learn about our training workshops (866) 902-3900

and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

e FEmail:
webmaster(@sao.wa.gov

Office of the Washington State Auditor sao.wa.gov
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https://sao.wa.gov/bars-annual-filing/bars-gaap-manual/

https://sao.wa.gov/bars-annual-filing/bars-cash-manual/

https://sao.wa.gov/bars-annual-filing/bars-reporting-templates/
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https://sao.wa.gov/reports-data/explore-governments-that-serve-you/

https://portal.sao.wa.gov/FIT/

mailto:webmaster@sao.wa.gov



Summary of Uncorrected ltems

Description

Statement /
Schedule

Cemetery Fund 102 - Expenses 594-595 Capital Expenditures should be $0 instead of $7,762, for an
overstatement of $7,762. (.3%)

C4

City Streets Fund 103 - Revenues 381, 382, 389, 395, 398 Other Resources should be $0 instead of $5,220,
for an overstatement of $5,220. (.2%)

C4

Water Fund 401 - Expenses 530 Utilities should be $587,811 instead of $584,087, for an understatement of
$3,724 ((1%).

C4

Sewer Fund 402 - Revenues 340 Charges for Goods and Services should be $616,185 instead of $606,186,
for an understatement of $9,999 (.3%).

Cc4

Sewer Fund 402 - Expenses 530 Utilities should be $445,863 instead of $444,744, for an understatement of
$1,119 (.01%)

C4

Garbage Fund 404 - Revenues 340 Charges for Goods and Services should be $271,936 instead of
$270,168, for an understatement of $1,768. (.01%)

C4

Cemetery Perpetual Care Fund 701 Charges for Goods and Services should be $1,000 instead of $0, for an
understatement of $1,000. (.01%)

C4

Streets Fund 103 has a negative ending balance of $297,339. This is 13% of expenditures.

C4

Sewer Fund 402 has a negative ending balance of $204,869. This is 9% of expenditures.

C4

ER&R Fund: The City transferred $38,000 into the fund and only had $1,000 of capital expenditures. It
appears that the other funds do not pay for the use of the equipment rental and the fund does not receive
that revenue. Per RCW 35.21.088, the ERR fund is only required if the City has a population over 8,000. The
City of Mabton population is about 2,000. It appears that the City is not properly operating the ER&R internal
service fund.

Cc4

Note 1 G, page 4 - Fund 001 restricted balance disclosure is not updated for 2021 and should be $51,799
for Public Safety and $316,456 due to SLFRF.

Note 1 G, page 4 - Fund 102 restricted balance disclosure is not updated for 2021 and should be $28,815.
Note 1 G, page 4 - Fund 113 restricted balance disclosure is not updated for 2021 and should be $77,690.
Note 1 G, page 4 - Fund 115 restricted balance disclosure is not updated for 2021 and should be $254,308.
Note 1 G, page 4 - Fund 401 restricted balance disclosure is not updated for 2021 and should be $16,806.

Notes

Washington State Auditor's Office Page 42 of 49

Page 1 of 4






Summary of Uncorrected ltems

Description ST
: Schedule
Notes
Note 2, page 5 - Final budget amounts for Fund 001 should be $1,169,619 instead of $997,290, for an
understatement of $172,329.
Note 2, page 5 - Final budget amounts for Fund 102 should be $103,871 instead of $138,030, for an
overstatement of $34,159.
Note 2, page 5 - Final budget amounts for Fund 103 should be $454,866 instead of $499,350, for an
overstatement of $44,484.
Note 2, page 5 - Final budget amounts for Fund 113 should be $81,205 instead of $0, for an understatement
of $81,205.
Note 2, page 5 - Final budget amounts for Fund 115 should be $258,713 instead of $15,500, for an
understatement of $243,213.
Note 2, page 5 - Final budget amounts for CDBG Well Fund should be $77,428 instead of $0, for an
understatement of $77,428.
Note 2, page 5 - Final budget amounts for Fund 401 should be $1,669,704 instead of $1,343,084, for an
understatement of $326,620.
Note 2, page 5 - Final budget amounts for Fund 402 should be $451,979 instead of $601,000, for an
overstatement of $149,021.
Note 2, page 5 - Final budget amounts for Fund 404 should be $244,577 instead of $271,560, for an
overstatement of $26,983.
Note 2, page 5 - Final budget amounts for Fund 501 should be $66,000 instead of $0, for an understatement
of $66,000.
Note 2, page 5 - Final budget amounts for Fund 701 should be $64,674 instead of $0, for an understatement
of $64,674.
Note 2, page 5 - Actual expenditure amounts for Fund 401 should be $845,186 instead of $713,096, for an
understatement of $132,090.
Note 2, page 5 - Actual expenditure amounts for Fund 404 should be $257,129 instead of $234,143, for an
understatement of $22,986.
Note 2, page 5 - Actual expenditure amounts for Fund 501 should be $1,000 instead of $0, for an
understatement of $1,000.
In total The final appropriated amount should be $4,642,636 instead of $3,865,814 for a total difference of
$776,822
In total the actual expenditure amount should be $3,224,2022 (agrees to C4) instead of $3,068,126 for a
total difference of $156,075
Washington State Auditor's Office Page 43 of 49 Page 2 of 4






Summary of Uncorrected ltems

Description

Statement /
Schedule

Note 3, page 6 - Debt service requirements table should be updated from prior year and note include 2021.
Note 3, page 6 - Debt service table 2022 principal should be $291,386 instead of $289,735, for an
understatement of $1,651.

Note 3, page 6 - Debt service table 2022 interest should be $87,159 instead of $86,772, for an
understatement of $387.

Note 3, page 6 - Debt service table 2023 principal should be $293,904 instead of $292,219, for an
understatement of $1,685.

Note 3, page 6 - Debt service table 2023 interest should be $82,335 instead of $81,982, for an
understatement of $353.

Note 3, page 6 - Debt service table 2024 principal should be $296,427 instead of $294,709, for an
understatement of $1,718.

Note 3, page 6 - Debt service table 2024 interest should be $77,541 instead of $77,187, for an
understatement of $354.

Note 3, page 6 - Debt service table 2025 principal should be $299,101 instead of $297,348, for an
understatement of $1,753.

Note 3, page 6 - Debt service table 2025 interest should be $72,579 instead of $72,243, for an
understatement of $354.

Note 3, page 6 - Debt service table 2026 principal of $301,784 and interest of $68,894 should be listed.

In total the principal amount in the debt service table should agree to the Schedule of Liability debt for bonds
and loans. The note totals $5,438,483 and the Schedule of Liability amount is $5,188,879 for a difference of
$249,604 which is mostly from the errors identified above.

Notes

Note 3, page 6 - The Debt service note is missing information about compensated absences per the BARS
manual template. The Schedule of Liabilities reports $15,467.

Notes

Note 4, page 6 - Interfund loan table should be updated to reflect 2021 activity. Currently it reports 2020
amounts.

Notes

Note 5, page 7 - Deposits should be updated as of December 31, 2021, should agree to the C4. The note
totals $841,197.93 and the C4 is $1,183,816 for a difference of $342,619. The Notes should also report the
total deposits and investments held by the City as a custodian (this would be the C5 amount) of $108.

Notes

Note 6, page 8 - Should be for measurement date of June 30, 2021.

Note 6, page 8 - Allocation percentages should be 0.002423% for PERS 1, 0.003114% for PERS 2/3 and
0.004496% for LEOFF 2.

Note 6, page 8 - The Liability/(Asset) should be $29,590 for PERS 1, -$310,209 for PERS 2/3 and -$261,165
for LEOFF 2.

Note 6, page 8 - VFFRPF amounts should be updated for 2021. Pension asset amount of ($10,181). The
reported amounts are from 2020.

Notes

Note 7, page 9 - Levy amounts should be updated for 2021. Rate should be $2.60699269, valuation should
be $69,167,482 and regular levy amount should be $174,739.

Notes

Note 10, page 11 - City commitments table should be updated to reflect 2021 activity. This is 2020 activity.

Notes

Note 10, page 11 - The City disclosed a correction of a material error related to the cemetery care fund.
However, this appears to be prior year information and not prior period adjustments are reported on the
current statements therefore this information can be removed.

Notes
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Summary of Uncorrected ltems

Description DL
i Schedule

The City reported leases related to copier machines and conferencing system on the Schedule of Liabilities Notes
totaling $24,128 but there is no note disclosure reported for leases as required by the BARS manual.
The City did not have support for the Ricoh Copier, Sharp Video Conference System, Xerox Copier and Schedule of
Compensated Absences ending balances. It appears that the Compensated Absences was not updated Liabilities
from FY 2021.

o . . . Schedule of
The Schedule appears to be missing the Kyocera Copier, prior year reported a ending balance of $6,288. Liabilities
Beginning balances for the Ricoh copier, sharp video conferencing system and xerox copier do not agree to |Schedule of
prior year ending balance. Beginning should match 2020 ending. Richoh $17,304, Sharp $9,570, Xeroz Liabilities
$3017.
Compensated Absences beginning balance of $15,467 does not agree to prior year ending $27,972. Schedule of
Difference of $12,505 Liabilities
Ecology EL 170130 was not reported on the prior year Schedule of Liabilities. If this was new debt for 2021 it |Schedule of
should be reported as an addition instead of a beginning balance. Liabilities
The City over reported pension liabilities. The City reported $120,940 and it should be $29,590, for an Schedule of
overstatement of $91,350. This is 4% of total expenditures. Liabilities
Ecology EL170130 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this appears to |Schedule of
be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
DWSRF DM13-952-181 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this Schedule of
appears to be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
DWSRF DM15-952-044 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this Schedule of
appears to be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
Ecology SRF L1300024 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this Schedule of
appears to be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
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LETTER OF REPRESENTATION TO BE TYPED ON CLIENT LETTERHEAD

May 15, 2025

Office of the Washington State Auditor
3200 Capitol Blvd

P.O. Box 40031

Olympia, WA 98504-0031

To the Office of the Washington State Auditor:

We are providing this letter in connection with your audit of the City of Mabton for the period
from January 1, 2021 through December 31, 2023. Representations are in relation to matters
existing during or subsequent to the audit period up to the date of this letter.

Certain representations in this letter are described as being limited to matters that are significant
or material. Information is considered significant or material if it is probable that it would change
or influence the judgment of a reasonable person.

We confirm, to the best of our knowledge and belief, having made appropriate inquires to be able
to provide our representations, the following representations made to you during your audit. If we
subsequently discover information that would change our representations related to this period, we
will notify you in a timely manner.

General Representations:

1. We have provided you with unrestricted access to people you wished to speak with and
made available all relevant and requested information of which we are aware, including:

Financial records and related data.

b. Minutes of the meetings of the governing body or summaries of actions of recent
meetings for which minutes have not yet been prepared.

c. Other internal or external audits, examinations, investigations or studies that might
concern the objectives of the audit and the corrective action taken to address significant
findings and recommendations.

d. Communications from regulatory agencies, government representatives or others
concerning possible noncompliance, deficiencies in internal control or other matters
that might concern the objectives of the audit.

e. Related party relationships and transactions.

f. Results of our internal assessment of business risks and risks related to financial
reporting, compliance and fraud.

2. We acknowledge our responsibility for compliance with requirements related to
confidentiality of certain information, and have notified you whenever records or data
containing information subject to any confidentiality requirements were made available.
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10.

We acknowledge our responsibility for compliance with applicable laws, regulations,
contracts and grant agreements.

We have identified and disclosed all laws, regulations, contracts and grant agreements that
could have a direct and material effect on the determination of financial statement amounts,
including legal and contractual provisions for reporting specific activities in separate funds.

Except as reported by the audit, we have complied with all material aspects of laws,
regulations, contracts and grant agreements.

We acknowledge our responsibility for establishing and maintaining effective internal
controls over compliance with applicable laws and regulations and safeguarding of public
resources, including controls to prevent and detect fraud.

Except as reported by the audit, we have established adequate procedures and controls to
provide reasonable assurance of safeguarding public resources and compliance with
applicable laws and regulations.

Except as reported to you in accordance with RCW 43.09.185, we have no knowledge of
any loss of public funds or assets or other illegal activity, or any allegations of fraud or
suspected fraud involving management or employees.

In accordance with RCW 43.09.200, all transactions have been properly recorded in the
financial records, notwithstanding immaterial uncorrected items referenced below.

We are responsible for, and have accurately prepared, the summary schedule of prior audit
findings to include all findings, and we have provided you with all the information on the
status of the follow-up on prior audit findings.

Additional representations related to the financial statements:

1.

12.

13.

14.

15.

We acknowledge our responsibility for fair presentation of the financial statements and
believe financial statements are fairly presented in accordance with the Budgeting,
Accounting and Reporting Standards Manual (BARS Manual), which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States
of America.

We acknowledge our responsibility for establishing and maintaining effective internal
control over financial reporting.

The financial statements properly classify all funds and activities.

Revenues are appropriately classified by fund and account in accordance with the BARS
Manual.

Expenses are appropriately classified by fund and account, and allocations have been made
on a reasonable basis.
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16.

17.

18.

19.

20.

21.

22.

Ending cash and investments are properly classified as nonspendable, restricted,
committed, assigned, and unassigned.

The methods, data and significant assumptions we used in making accounting estimates
and related disclosures are appropriate and free from intentional bias.

The following have been properly classified, reported and disclosed in the financial
statements. as applicable:

Interfund, internal, and intra-entity activity and balances.

b. Related-party transactions, including sales, purchases, loans, transfers, leasing
arrangements, and guarantees, and amounts receivable from or payable to related
parties.

Joint ventures and other related organizations.
d. Guarantees under which the government is contingently liable.

e. All events occurring subsequent to the fiscal year end through the date of this letter that
would require adjustment to, or disclosure in, the financial statements.

f. Effects of all known actual or possible litigation, claims, assessments, violations of
laws, regulations, contracts or grant agreements and other loss contingencies.

We have accurately disclosed to you all known actual or possible pending or threatened
litigation, claims or assessments whose effects should be considered when preparing the
financial statements. We have also accurately disclosed to you the nature and extent of our
consultation with outside attorneys concerning litigation, claims and assessments.

We acknowledge our responsibility to include all necessary and applicable disclosures
required by the BARS Manual, including:

a. Description of the basis of accounting, summary of significant accounting policies and
how this differs from Generally Accepted Accounting Principles (GAAP).

b. Disclosures similar to those required by GAAP to the extent they are applicable to items
reported in the financial statements.

c. Any additional disclosures beyond those specifically required by the BARS Manual
that may be necessary for the statements to be fairly presented.

We acknowledge our responsibility for reporting supplementary information (the Schedule
of Liabilities) in accordance with applicable requirements and believe supplementary
information is fairly presented, in both form and content in accordance with those
requirements.

We have disclosed to you all significant changes to the methods of measurement and
presentation of supplementary information, reasons for any changes and all significant
assumptions or interpretations underlying the measurement or presentation.
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23.

24.

We believe the effects of uncorrected financial statement misstatements summarized in the
schedule of uncorrected items provided to us by the auditor are not material, both
individually and in the aggregate, to the financial statements taken as a whole.

We acknowledge our responsibility not to publish any document containing the audit report
with any change in the financial statements, supplementary and other information
referenced in the auditor’s report. We will contact the auditor if we have any needs for
publishing the audit report with different content included.

Rachel Ruelas Sophia Martin
Mayor City Treasurer
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of concern:
Report Issued: No
Reporting Type: Exit Item
Report Number:

Investigation
Contracted:

Contract Number:
Contract Name:
Billing Time Code:
Costs:

Public Records Request: Yes

Flag For
Annual Report:

Substantiated: No
ARRA: No
Action: Referred to Audit Team - Consider Next Audit

Audit Team: Yakima

Audit Team Contact; Stranda@sao.wa.gov

cc: AMY Bunger (bungera@sao.wa.gov)

Referral Date: 6/12/2024
Action Taken: No
Response Date:
Report Date:
Follow Up Date:
Date Closed: 5/16/2025





H-24-267 Contact Information

Date of
Hotline ID: H-24-267 _a 'eo 6/11/2024
Submission:

Submission Method: Web

Submission Type: Citizen Staff:
Author(Last, First): Luna, Adriana

Address:
City: State: WA Zip:
Home Phone:
Work Phone:
Mobile Phone:
Email: adrianaluna99@gmail.com

Contact

Email
Preference:

Waived Confidentiality: Yes





H-24-267 Referral Details

Hotline ID:
H-24-267

What state or local organization is involved?

Please identify the specific concerns you are hoping the audit will address.
Budget Approval for 2023 and 2024 and USDA loan

Please provide a detailed description of the assertion or outstanding achievement,
including who, when, where, what, how and how much.

I have been going to the council meetings' since last year. The budget for 2023 is not posted on
the city website, the council members have been warning Mayor Rachel about operating the city
with no budget.

How did this issue come to your attention?

Last year when our town had an awful experience with our water, I and a group of residents
started investigating where our ARPA funds were allocated. We noticed that the budget for 2023
had not been uploaded and as residents started asking questions. Mayor Ruelas would not give
any type of answer to no one, until the new council stepped in in 2024. The council started to ask
questions with no results, we are in June of 2024 and the budget for 2023 and 2024 has not been
approved or brought to the council for review. The council member has requested this multiple
times, and since Mayor Ruelas refuses to live stream I and another resident have been recording
all this for evidence. We have audio and video, that I'm willing to provide. Mayor Ruelas put on the
record that the auditors have told her the city is in good standing. How can that be is not to long
ago a USDA representative reached out to one of our group members letting her know that Mayor
Ruelas has been avoiding their emails and had not been reporting for the past 2 years! The USDA
had to send Mayor Ruelas a threat email stating that they will default on the loan if she doesn’t
comply. I put in a public request on this matter, requesting any emails related to the USDA loan on
April 24th, 2024, and on May 1st after the acknowledgement of my request, the Deputy Clerk
extended my request to May 10th 2024. Since that last email I haven't heard from them again.
Tonight, there is a Council meeting where again for the third time I will be putting on record for
the administration to please provide me with my public records request. I have been asking Mayor
Ruelas at the council meetings with no luck. I urge your office to investigate these matters
thoroughly and take appropriate action to address the transparency and ensure accountability.
Please send a forensic auditor to audit this specific administration.

What employee(s), contractors, etc., were involved in the assertion or achievement?
Please include employee titles if possible.

Please provide the names of any witr to the tion or achievement, if possible.

Please provide any additional details or comments that would help us understand your
assertion or achievement.

The budget for the fiscal years 2023 and 2024 has not been approved, resulting in financial
instability. Despite repeated requests and the pressing need for a clear and operational budget,
Mayor Ruelas has failed to take the necessary steps to secure its approval. In the absence of an
approved budget, the city has been approving invoices and holding city events without proper
financial oversight. Furthermore, Mayor Ruelas has been organizing these events without bringing
them to the council for approval, bypassing the required protocols. Additionally, there have been
no reports on the USDA loan for the past two years, leaving residents in the dark about the status
and management of these funds. Moreover, a public records request that was extended to May
10th has yet to be completed, indicating a lack of transparency and responsiveness from Mayor
Ruelas' administration. This neglect has caused significant distress and operational inefficiencies
within the city, impacting the overall welfare of our community.





H-24-267
Activity
Log

Hotline ID: H-24-267

Entry Date ™ Log Entry

05/16/2025 Referral updated by 'JEANA Gillis (gillisj)'.

05/16/2025 Referral updated by 'JEANA Gillis (gillisj)'.

05/15/2025 Referral updated by 'JEANA Gillis (gillisj)".

05/15/2025 We did not identify any concerns with the hotline concern. We have emailed the citizen to call to discuss the results.
This can be closed. --bungera

02/19/2025 Referral updated by 'JEANA Gillis (gillisj)'.

10/25/2024 Referral updated by 'JEANA Gillis (gillisj)".

06/13/2024 Number was not provided, so sent email for them to call me at their convenience and discuss further. --bungera

06/12/2024 Referral updated by 'JEANA Gillis (gillisj)'.

06/12/2024 Task assigned to 'stranda@sao.wa.gov'. Team notification email sent to: stranda@sao.wa.gov,bungera@sao.wa.gov

06/12/2024 Referral updated by 'JEANA Gillis (gillisj)'. Action changed from (not set) to Referred to Audit Team - Consider Next

Audit.





From: Bunger, Amy (SAQ)

To: adrianaluna99@gmail.com

Subject: hotline request #H-24-267

Date: Thursday, June 13, 2024 11:43:00 AM
Attachments: image001.png

Hi Adriana,

Thank you so much for submitting a hotline to our office. | would love to chat about this a little
more. Can you give me a call at your convenience? My working hours are:

Monday through Thursday 7:00 AM to 4:30 PM
Friday 7:00 AM to 11:00 AM

If these times do not work for you let me know and | can work on give you a call at another time.
Thank you!

Amy Bunger

Assistant Audit Manager, Office of the Washington State Auditor

(509) 517-5624

Stay rooted in #GoodGovernment. Let us help you: sao.wa.gov/rooted.
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H-24-435 Contact Information

Hotline ID:

Date of Submission:
Submission Method:
Submission Type:
Staff:

Author (Last, First):
Address:

City:

State:

Zip:

Home Phone:

Work Phone:

Mobile Phone:
Email:

Can Contact:
Contact Preference:
Anonymous:
Waived
Confidentiality:

H-24-435
9/26/2024
Web
Citizen

WA

OscarHenryGrey@proton.me
#CanContact#

#Anonymous#

No





H-24-435 Details Information

What state or local organization is involved?

Please identify the specific concerns you are hoping the audit will address.
Mabton apparently is "operating" without a budget still. This is illegal.

Please provide a detailed description of the assertion or outstanding achievement,
including who, when, where, what, how and how much.

The city is operating illegally without a budget. They have had 9 state audit reports with
findings since 2005. This needs to stop.

How did this issue come to your attention?

What employee(s), contractors, etc., were involved in the assertion or achievement?
Please include employee titles if possible.

The mayor.

Please provide the names of any withesses to the assertion or achievement, if

possible.

Please provide any additional details or comments that would help us understand
your assertion or achievement.





H-24-435 Referral Information

Hotline ID: H-24-435
Date of Submission: 9/26/2024
Entity Type: Local
Entity Category Type: City/Town
Entity: Mabton, City of
Sub Entity Name:
Category: Accounting/Financial Reporting
1-2 sentence
description Mabton apparently is "operating" without a budget still. This is
of concern: illegal.
ReportIssued: No
Reporting Type: Hotline Letter
Report Number:
Investigation
Contracted: No
Contract Number:
Contract Name:
Billing Time Code:
Costs:
Public Records
Request: Yes
Flag for Annual Report: No
Substantiated: No
ARRA: No
Action: Referred to Audit Team - Consider Next Audit
Audit Team: Yakima
Audit Team Contact: wilsonm@sao.wa.gov

cc: #CC1#
cc: #CC2#
cc: #CC3#
cc: #CC4#

Referral Date: 9/26/2024
Action Taken: No
Response Date:
Report Date:
Follow Up Date:
Date Closed: 5/16/2025





H-24-435 Activity Log

05/16/2025

Referral updated by 'JEANA Gillis (gillisj)'.
05/15/2025

We emailed a link to the most recent audit report that includes a recommendation
about the citizen concern. This can be closed. --bungera
02/19/2025

Referral updated by 'JEANA Gillis (gillisj)'.
10/25/2024

Referral updated by 'JEANA Gillis (gillisj)'.
09/26/2024

Referral updated by 'JEANA Gillis (gillisj)'.
09/26/2024

Task assigned to 'wilsonm@sao.wa.gov'. Team notification email sent to:
wilsonm@sao.wa.gov,bungera@sao.wa.gov
09/26/2024

Referral updated by 'JEANA Gillis (gillisj)'. Action changed from (not set) to Referred
to Audit Team - Consider Next Audit.
09/26/2024

The only contact information provided is email. So Mandy emailed the citizen on
9/26/24 to let them know that we are starting the audit in the fall and will consider the
concerns. Also, we will share the results of the audit when it is complete, and they can
reach out to us if they have questions. --wilsonm





Office of the Washington State Auditor

Pat McCarthy

Exit Conference: City of Mabton

The Office of the Washington State Auditor’s vision is increased trust in government. Our mission is to provide
citizens with independent and transparent examinations of how state and local governments use public funds, and
develop strategies that make government more efficient and effective.

The purpose of this meeting is to share the results of your audit and our draft reporting. We value and appreciate
your participation.

Audit Reports

We will publish the following reports:

e Accountability audit for January 1, 2021 through December 31, 2023 — see draft report.
¢ Financial statement audit for January 1, 2021 through December 31, 2021- see draft report.

Audit Highlights

e We appreciate Sophia Martin’s prompt response to our requests for concluding the audit.
e We appreciate the City’s dedication to continuous improvement.

Recommendations not included in the Audit Reports

Exit Items

We have provided exit recommendations for management’s consideration. Exit items address control deficiencies
or noncompliance with laws or regulations that have an insignificant or immaterial effect on the entity, or errors
with an immaterial effect on the financial statements. Exit items are not referenced in the audit report.

Status of Prior Management Letter items

Brief Description Resolved  Unresolved
Disbursements — purchase cards X

Financial Statement Audit Communication

We would like to bring the following to your attention:

e Uncorrected misstatements in the audited financial statements are summarized on the attached schedule.
We agree with management’s representation that these misstatements are immaterial to the fair
presentation of the financial statements. However, the conditions that led to these misstatements may result
in more significant misstatements if not corrected.

e The audit addressed the following risks, which required special consideration:

Page 1 of 49





o Due to the possibility that management may be able to circumvent certain controls, standards
require the auditor to assess the risk of management override.

Finalizing Your Audit

Report Publication

Audit reports are published on our website and distributed via email in a .pdf file. We also offer a subscription
service that notifies you by email when audit reports are released or posted to our website. You can sign up for
this convenient service at https://portal.sao.wa.gov/SAOPortal.

Management Representation Letter

We have included a copy of representations requested of management.

Audit Cost

At the entrance conference, we estimated the cost of the audit to be $37,040 and actual audit costs will
approximately amount to $44,000 due to additional work necessary to address audit issues identified.

Your Next Scheduled Audit
Your next audit is scheduled to be conducted in fall 2025 and will cover the following general areas:

¢ Financial statement for fiscal year 2022 and 2023

The estimated cost for the next audit based on current rates is $12,660 plus travel expenses. This preliminary
estimate is provided as a budgeting tool and not a guarantee of final cost.

If expenditures of federal awards are $750,000 or more in any fiscal year, notify our Office so we can schedule
your audit to meet federal Single Audit requirements. Federal awards can include grants, loans, and non-cash
assistance like equipment and supplies.

Working Together to Improve Government

Audit Survey

When your report is released, you will receive an audit survey from us. We value your opinions on our audit
services and hope you provide feedback.

Local Government Support Team

This team provides support services to local governments through technical assistance, comparative statistics,
training, and tools to help prevent and detect a loss of public funds. Our website and client portal offers many
resources, including a client Help Desk that answers auditing and accounting questions. Additionally, this team
assists with the online filing of your financial statements.

The Center for Government Innovation

The Center for Government Innovation at the Office of the Washington State Auditor offers services specifically
to help you help the residents you serve at no additional cost to your government. What does this mean? We
provide expert advice in areas like Lean process improvement, peer-to-peer networking, and culture-building to
help local governments find ways to be more efficient, effective and transparent. The Center can help you by
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providing assistance in financial management, cybersecurity and more. Check out our best practices and other
resources that help local governments act on accounting standard changes, comply with regulations, and respond
to recommendations in your audit. The Center understands that time is your most precious commodity as a public
servant, and we are here to help you do more with the limited hours you have. If you are interested in learning
how we can help you maximize your effect in government, call us at (564) 999-0818 or email us at
Center(@sao.wa.gov.

Questions?

Please contact us with any questions about information in this document or related audit reports.

Tina Watkins, CPA, Director of Local Audit, (360) 260-6411, Tina.Watkins@sao.wa.gov

Ann Strand, Assistant Director of Local Audit, (509) 454-7849, Ann.Strand@sao.wa.gov

Mandy Wilson, CPA, Audit Manager, (509) 895-4195, Mandy.Wilson@sao.wa.gov

Amy Bunger, Acting Audit Manager, (509) 517-5624, Amy.Bunger@sao.wa.gov

Stephanie Anglin, Assistant Audit Manager, (509) 517-5626, Stephanie.Anglin@sao.wa.gov

Justin Mills, Audit Lead, (509) 517-5628, Justin.Mills@sao.wa.gov
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Office of the Washington State Auditor

Pat McCarthy
Issue Date — (Inserted by OS)

Mayor and City Council
City of Mabton
Mabton, Washington

Report on Accountability

The Office of the Washington State Auditor takes seriously our role of providing state and local
governments with assurance and accountability as the independent auditor of public accounts. In
this way, we strive to help government work better, cost less, deliver higher value and earn greater
public trust.

Independent audits provide essential accountability and transparency for City operations. This
information is valuable to management, the governing body and public stakeholders when
assessing the government’s stewardship of public resources.

Attached is our independent audit report on the City’s compliance with applicable requirements
and safeguarding of public resources for the areas we examined. This report highlights significant
risks presented by the City’s lack of appropriate financial safeguards. The risks we identified have
been realized to the City’s financial loss, as detailed in the separate fraud report.

We appreciate your cooperation during this audit, which includes several recommendations to
prevent further losses. I strongly encourage you to follow those recommendations and to diligently
work to meet the expectations of state law, the Washington public, and your own community.

Sincerely,

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA

Americans with Disabilities

In accordance with the Americans with Disabilities Act, we will make this document available in
alternative formats. For more information, please contact our Office at (564) 999-0950, TDD
Relay at (800) 833-6388, or email our webmaster at webmaster(@sao.wa.gov.

Insurance Building, P.O. Box 40021 « Olympia, Washington 98504-0021 ¢ (564) 999-0950 * Pat.McCarthy@sao.wa.gov
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REMINDER: Right click “No table of content entries found” below | click “Update Field” --
Do NOT edit the TOC, which will be updated by OS during report processing. If changes are
needed, please use the comment field in the Audit Review Library.

AUAIE RESUILS ...ttt ettt et se e b et e s et e bt et e sseenbeenees 4
Schedule of Audit Findings and RESPONSES..........cecuieuieiiieiiieiiieiieeieeiee ettt 6
REIAtEA REPOTES ... ittt ettt et ettt e st e ebeesabeesbeessaeenseesnseenseensseenseas 19
Information about the City.......ociiiiiiiiiiee ettt e 20
About the State AUItOr's OFFICE. .....coouiiiiiiiiiie e 21
Office of the Washington State Auditor sa0.wa.gov Page 3

Page 6 of 49





lose.

IsC

te, distribute, or di

ica

Draft - Please do not dupl

iminary

Prel

AUDIT RESULTS

Results in brief

This report describes the overall results and conclusions for the areas we examined. In most of the
areas we examined, City operations did not comply, in all material respects, with applicable state
laws, regulations, or its own policies. Additionally, the City did not provide adequate controls over
safeguarding of public resources in most of the areas we examined.

As referenced above, we identified areas where the City could make improvements. These
recommendations are included with our report as findings.

Additionally, as noted under the Related Reports — Special Investigations section of this report,
certain matters were examined and reported as part of a separate engagement.

In keeping with general auditing practices, we do not examine every transaction, activity, policy,
internal control, or area. As a result, no information is provided on the areas that were not
examined.

About the audit

This report contains the results of our independent accountability audit of the City of Mabton from
January 1, 2021 through December 31, 2023.

Management is responsible for ensuring compliance and adequate safeguarding of public resources
from fraud, loss or abuse. This includes the design, implementation and maintenance of internal
controls relevant to these objectives.

This audit was conducted under the authority of RCW 43.09.260, which requires the Office of the
Washington State Auditor to examine the financial affairs of all local governments. Our audit
involved obtaining evidence about the City’s use of public resources, compliance with state laws
and regulations and its own policies and procedures, and internal controls over such matters. The
procedures performed were based on our assessment of risks in the areas we examined.

Based on our risk assessment for the years ended December 31, 2023, 2022 and 2021, the areas
examined were those representing the highest risk of fraud, loss, abuse, or noncompliance. We
examined the following areas during this audit period:

e Annual report filing — timeliness and completeness
e Budget compliance

e Cash receipting — timeliness and completeness of deposits, voids and adjustments at
City Hall

e Tracking and monitoring theft sensitive assets such as fuel

Office of the Washington State Auditor sao.wa.gov Page 4
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e Accounts payable — general disbursements, credit cards and electronic funds transfers
e Accounts receivable — billing and adjustments of utilities
e Payroll — gross wages and electronic funds transfers

e Open public meetings — compliance with minutes, meetings and executive session
requirements

¢ Financial condition — reviewing for indications of financial distress

Office of the Washington State Auditor sao.wa.gov Page 5
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-001

City of Mabton
January 1, 2021 through December 31, 2023

The City lacked adequate internal controls over cash receipting
and utility billings to safeguard public resources, resulting in a loss
of public funds.

Background

The City of Mabton serves about 1,965 residents in Yakima County. A citizen-
elected, five-member Council and a Mayor govern the City, which operates on a
budget of approximately $5 million annually and provides services including
police, water, sewer and solid waste.

The Budgeting, Accounting and Reporting System (BARS) Manual requires
governments to develop internal controls that adequately safeguard public
resources. As such, management is responsible for designing, implementing and
maintaining internal controls that provide reasonable assurance that it properly
receipts and deposits all funds collected and that utility billings are properly
calculated. Additionally, state law (RCW 43.09.240) requires funds to be deposited
to the treasurer of the local government within 24 hours of receipt.

Description of Condition

The City’s design and application of internal control processes over cash receipting
and billings processes were insufficient and did not adequately safeguard payments
it received. As a result of these deficiencies, the City did not ensure the accounting
and financial records were an accurate representation of its activity. In addition, it
did not ensure it collected, accounted for and deposited all money intact nor verify
it billed customers properly. Specifically, we identified the following control
deficiencies:

Cash receipting

e The City did not reconcile bank and accounting records promptly.
Additionally, City Hall did not perform an on-time or independent review
of these reconciliations to verify that all funds collected were recorded and
deposited intact within 24 hours.

Office of the Washington State Auditor sao.wa.gov Page 6
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e The employee responsible for reconciling daily cash receipts was also
responsible for bank deposits. All cashiers were able to adjust receipts
without any independent review. Adequate segregation of duties is
necessary to reduce the risk of misappropriation.

e Multiple cashiers had access to and performed cash handling procedures
from the same cash drawer.

Utility billing

e The City did not verify that employees properly entered all manual meter
readings into the billing system or that they properly calculated utility
billings according to council approved rates.

e Several City Hall employees had the ability to adjust utility accounts
without adequate monitoring to verify adjustments were for legitimate
purposes or properly supported.

e The City lacked adequate internal controls to ensure that it followed its
policy for collecting delinquent accounts, issuing late fees, shutting off
water or filing liens.

Cause of Condition

The City experienced significant turnover in staff responsible for cash receipting
and billing. Staff did not have the necessary experience or training for
understanding the proper controls over segregation of duties and effective oversight
of cash handling and billing procedures.

Effect of Condition

Inadequate internal controls over the City’s activities and lack of proper oversight
increase the risk management could not detect quickly, if at all, a loss or
misappropriation of public funds. Specifically, we found the following:

Cash receipting

e The City did not fully reconcile bank statements for 2022 until February
2025, and has not fully reconciled bank statements for 2023 and 2024.

e In October 2024, the City had $453 in cash and an undeposited check for
$115, dated June 14, 2024, in its safe that had no payee listed. The City did
not have documentation to support these funds.

Office of the Washington State Auditor sao.wa.gov Page 7
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e The City receipted donations for a community event totaling $4,500 but did
not deposit the funds to the bank and instead used the funds to pay vendors
for the event.

e The City did not track and record tax revenue in the accounting system that
it had electronically received from Yakima County totaling $210,619 for
2023 and $180,724 for 2022, understating its annual revenue.

e In 2023, the City recorded two receipts totaling $54,418 as expenditures
that it received electronically from the Washington State of Treasurer and
Department of Commerce.

e The City did not deposit 22 out of 36 deposits within the required 24 hours,
ranging from two to 11 days late and totaling $133,189.

Utility billing

e In 2022 and 2023, the City overcharged two accounts by a total of $487 and
undercharged two accounts by a total of $26.

e The Deputy Clerk did not enter the meter readings into the billing system
for one account of a former public works employee from, at earliest, April
2023 to October 2024 even though the public works department recorded
the meter readings and submitted them to the City to be uploaded to the
system. Therefore, the City only charged the minimum consumption on the
account, most likely underbilling the consumption.

e The City adjusted 16 billings for a total of $100,720 from 2022 through
2024 and did not retain supporting documentation to demonstrate that these
adjustments were appropriate

e The City did not establish payment plans, send accounts to collections or
file liens for 68 delinquent accounts, including the Mayor’s account,
totaling $48,297, as of December 31, 2024. Additionally, the City did not
consistently shut off the water for delinquent accounts, including the
Mayor’s account, as required by municipal code.

e The City overcharged its shut-off and reconnection fees by $10 for each
customer whose account it shut off during the audit period.

Additionally, on June 17, 2024, the City experienced a misappropriation
totaling $22,641 when the Deputy Clerk took a deposit containing cash and
checks to the bank. The City had to cancel checks totaling $9,239 and
experienced a loss of $13,402 in cash. We reviewed and agreed with the results

Office of the Washington State Auditor sao.wa.gov Page 8
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of the Mabton Police Department’s subsequent investigation, as noted under the
Related Reports — Special Investigations section of this report.

Recommendation

We recommend the City strengthen internal controls over cash receipting and
billings to ensure it adequately safeguards public funds from loss or
misappropriation. Specifically, we recommend the City:

Provide the necessary resources and training to staff responsible for billing
and cash receipting to ensure they receipt and safeguard all revenues
appropriately

Establish and follow a policy outlining guidelines for cash handling,
segregation of duties, and independent reconciliations of deposits and bank
statements. This should include an independent review of daily cash activity
and depositing receipts within 24 hours.

Establish a process for billing utility accounts accurately

Document the independent review of all adjustments to cash receipts and
utility accounts to verify all transactions are for a valid purpose, supported
and calculated correctly

Follow municipal code and policies for delinquent accounts, including
shutoffs

City’s Response

City staff will begin looking for local trainings to attend for billing and
cash receipting.

At the end of each day, the cashier/Deputy City Clerk and the treasurer
review the day’s receipts and record its accuracy. Daily intake of payments
received are recorded and sealed in a deposit envelope while both
individuals are present. As stated previously, deposits are then sent to the
bank the next day by a uniformed police officer, or they are delivered to the
bank via the night deposit box by a city staff member.

Utility billing-meter reads will be entered by one city employee and then
verified by a second city employee to ensure accuracy.

Office of the Washington State Auditor sao.wa.gov Page 9
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o All adjustments to cash receipts and utility accounts will be reviewed and
entered in the system by the City Treasurer after proper documentation has
been provided to warrant an adjustment.

o (City employees will make every effort to be more mindful of municipal
codes and policies for delinquent accounts, including shutoffs.

The above practices have been put in place and formal policies will be
forthcoming.

Auditor’s Remarks

We appreciate the City’s commitment to resolving these issues identified above and
emphasize the importance of establishing effective controls over cash receipting
and billing procedures. We will follow up on the status of the finding during our
next audit.

Applicable Laws and Regulations

RCW 43.09.200 — Local government accounting — Uniform system of accounting.

RCW 43.09.240 — Local government accounting — Public officers and employees
— Duty to account and report — Removal from office — Deposit of collections.

Budgeting, Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Internal Control, Sections 3.1.3.20 and 3.1.3.30

Budgeting, Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Revenues, Cash Receipting, Sections 3.6.1

Office of the Washington State Auditor sao.wa.gov Page 10
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-002

City of Mabton
January 1, 2021 through December 31, 2023

The City lacks adequate oversight to ensure disbursements, credit
card payments and fuel are for allowable and appropriate business
expenses.

Background

The City spent about $2.6 million, $2.7 million and $3.7 million on operating
expenditures in 2021, 2022 and 2023, respectively. Of this amount, the City spent
about $98,000 using credit cards and about $93,000 on fuel during this three-year
period. State law requires the City review and certify all transactions before making
payments. The City is responsible for establishing adequate controls over
disbursements to ensure payments are for valid expenses. City management is also
responsible for the integrity and retention of the original vouchers and other
documents needed to prove the validity of every transaction relating to the use of
public funds.

Description of Condition

General disbursements and credit cards

The City did not establish controls over disbursements and credit cards to ensure
supporting documentation was maintained for all disbursement transactions, and
that someone independently reviewed all purchases before payment. In addition,
the City did not have a process to check out its credit cards.

The City did not retain supporting itemized receipts for 23 general disbursements
totaling $228,291, eight employee reimbursements totaling $2,240 and eight credit
card transactions totaling $990. As a result, the City could not demonstrate that
these transactions were for valid business purposes. The City also made an
unallowable purchase of a tire for a personal vehicle totaling $334.

Further, although two people signed the Mayor’s reimbursement checks, the Mayor
signed two of their own five checks. We would expect the City to prohibit
employees from signing checks written to themselves to ensure adequate oversight
and monitoring.

Office of the Washington State Auditor sao.wa.gov Page 11
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Fuel purchases

The City’s public works department had one fuel card shared among multiple staff
and did not assign a custodian to assign responsibility for the card or monitor fuel
card activity to verify that fuel usage was reasonable. Specifically, City staff did
not document the odometer readings or calculate the miles per gallon (MPG) to
verify that fuel use and purchases were reasonable based on the vehicles” make and
model.

The City’s public works department has four vehicles that use unleaded fuel and
specialized equipment that appear to use diesel. The department purchased 4,370
gallons of unleaded fuel between February 21, 2023, and July 18, 2024. Based the
public works vehicles’ average MPG, we estimated that each vehicle would have
to drive 52 miles per workday, which does not appear reasonable as the City limits
is about 0.8 square miles. Additionally, the City purchased 38.4 gallons of unleaded
fuel on three nonworking days.

Cause of Condition

The City experienced significant turnover during the audit period. Management,
the Mayor and the Council did not devote sufficient attention to the accounts
payable process, to adequately train staff or to monitor activity.

Effect of Condition

Without adequate internal controls and proper oversight over disbursements, credit
cards and fuel cards, the City:

e Is at an increased risk of management not detecting a loss or
misappropriation of public funds quicky, if at all

e Cannot demonstrate that general disbursements, credit card transaction and
fuel purchases were legitimate and for valid business purposes

e Would not be able to assign responsibility should the fuel card or other City
credit cards go missing or if purchases were for unallowable purposes.

In addition, on October 16, 2024, the City notified our Office regarding a loss of
public funds, as required by state law. The Mabton Police Department performed
an investigation in July 2024 and identified two unauthorized transactions from a
former employee totaling $93 occurring in July 2024. We reviewed the
investigation and agree with its conclusions.

Office of the Washington State Auditor sao.wa.gov Page 12

Page 15 of 49





lose.

iIsC

te, distribute, or di

ica

Draft - Please do not dupl

iminary

Prel

Recommendation

We recommend the City:

e Establish policies and procedures over disbursements and credit cards that
include keeping itemized receipts for all transactions, and performing an
independent review of expenses to ensure they are supported and for valid
business purposes

e Adequately train staff responsible for processing accounts payable on the
allowable uses of public funds and ensure employees do not sign their own
checks

e Safeguard the fuel card and other City credit cards by assigning a custodian
and establishing check-out procedures

e Establish a process for verifying the validity of fuel purchases by recording
odometer readings, calculating MPG and checking for reasonableness

City’s Response

The city has implemented a procedure for both the fuel cards and credit cards.
Employees are required to check out the credit card for purchases and submit
receipts for those purchases then they return the credit card. Fuel purchases for
the Public Works department are logged onto a fuel log sheet and submitted to the
City Treasurer monthly to match with fuel purchase receipts.

All credit card purchases are verified with the purchaser to ensure they are being
utilized for city business.

Auditor’s Remarks

We appreciate the City’s commitment to resolving these issues and emphasize the
importance of establishing effective policies and monitoring procedures over
disbursement activity. We will follow up on the status of the finding during our
next audit.

Applicable Laws and Regulations

RCW 42.24.080 — Municipal corporations and political subdivisions — Claims
against for contractual purposes — Auditing and payment — Forms — Authentication
and certification

Office of the Washington State Auditor sao.wa.gov Page 13
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RCW 43.09.200 — Local government accounting — Uniform system of accounting
RCW 43.09.2855 — Local Governments — Use of credit cards

RCW 43.09.185 — Loss of public funds — illegal activity — Report to state auditor’s
office

Budgeting Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Internal Control, Sections 3.1.3.20 and 3.1.3.30

Budgeting Accounting and Reporting System (BARS) Manual — Accounting,
Expenditures, Purchase Cards, Sections 3.8.4

Office of the Washington State Auditor sao.wa.gov Page 14
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-003

City of Mabton
January 1, 2021 through December 31, 2023

The City did not comply with state law and operated without a
legally approved budget.

Background

State law requires the City to adopt an appropriated budget, authorizing the City’s
legal spending limits. Expenditures more than budgeted appropriations are
considered void by state law. Further, the Council cannot authorize spending that
exceeds available resources.

State law also requires a minimum of three public hearings during the budget
adoption process to discuss revenue sources, preliminary budget proposal and final
budget proposal. State law requires the City to provide adequate public notice of
the public hearings, meet certain deadlines during the budget adoption process and
make its preliminary budget available for taxpayer examination.

Description of Condition

The City’s elected officials and management did not approve its 2024 budget until
November 2024, nor monitor expenses and available fund balance when obligating
expenses. Additionally, the City did not properly advertise and hold all required
meetings by the appropriate deadlines as required by state law. The City only held
the first of three public hearings to discuss the preliminary budget, and held no
further hearings in 2023.

Cause of Condition

The City experienced significant turnover during the audit period. Management,
the Mayor and the Council did not devote sufficient time and resources to prepare
or finalize the annual City budget until the end of 2024.

Effect of Condition

The City operated for 330 days in 2024 without an approved budget, which is a
violation of state law. When the City does not establish an approved budget, it puts
public funds at risk and cannot ensure all money is used appropriately and for

Office of the Washington State Auditor sao.wa.gov Page 15
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intended purposes. Any payments made in excess of, or without an approved
budget, are unallowable.

Also, the City did not demonstrate that it involved the public in the budgeting
process by the required deadlines, as required, by submitting preliminary draft
proposals and holding public hearings.

Recommendation

We recommend the City’s elected officials and management comply with state laws
related to budgets. Specifically, we recommend the City establish its annual budgets
before the beginning of the fiscal year and obligate expenditures only when funds
have the available budget. We also recommend the City submit its annual budgets
to our Office.

City’s Response

The city is currently working on reconciling 2024 bank statements so that we can
be better prepared to begin budget planning mid-June to ensure we have a 2026
budget in place within the required time frame.

Auditor’s Remarks

We appreciate the City’s commitment to resolving the issues identified above and
emphasize the importance of establishing effective policies and monitoring
procedures over City spending. We will follow up on the status of the finding during
our next audit.

Applicable Laws and Regulations

RCW 35A.33.120 — Funds — Limitations on expenditures — Transfers and
adjustments

RCW 35A.33.075 — Budget Adoption

The Budgeting, Accounting and Reporting System (BARS) Manual — Accounting
Principles and Controls, Internal Control, Sections 3.1.3.20 and 3.1.3.30

Office of the Washington State Auditor sao.wa.gov Page 16
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2023-004

City of Mabton
January 1, 2021 through December 31, 2023

The City lacked adequate internal controls over financial
reporting to ensure compliance with state law requiring timely
annual report submission.

Background

Federal and state agencies, the City Council and the public rely on the information
included in financial statements and reports to make decisions. The City is
responsible for designing, implementing and maintaining internal controls that
provide reasonable assurance its financial reporting is reliable.

State law (RCW 43.09.230) requires the City to submit an annual report with
accurate, summarized financial information and supporting schedules to the State
Auditor’s Office within 150 days after the end of its fiscal year

Description of Condition

The City did not submit the required annual reports to our Office within 150 days
of fiscal year-end. The City filed its 2022 annual report 616 days late and has not
filed its 2023 annual report.

Cause of Condition

Due to staff turnover, the City had not fully reconciled bank statements for 2022
until February 2025 and has not fully reconciled bank statements for 2023.
Additionally, City leadership did not dedicate the necessary resources to submit the
annual report on time.

Effect of Condition

Delays in the availability of complete financial reports prevent City officials, the
public and other interested parties from obtaining timely information. Such delays
also hinder public transparency and our Office’s efforts to compile statistical and
financial information that the Legislature and other parties use. Further, the City’s
failure to respond impeded our Office’s ability to audit the government in a timely
manner, as state law requires.

Office of the Washington State Auditor sao.wa.gov Page 17
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Recommendation

We recommend the City establish internal controls to ensure timely financial
reporting in accordance with state law.

City’s Response

The city has nearly completed reconciling the bank statements for 2024 and is
working on preparing the annual report for submission by the deadline of May 30,
2025.

Auditor’s Remarks

We appreciate the City’s commitment to resolving this issue and thank them for
their cooperation and assistance during the audit. We will follow up on the status
of the finding during our next audit.

Applicable Laws and Regulations

RCW 43.09.230, Local government accounting — Annual reports — Comparative
statistics.

Office of the Washington State Auditor sao.wa.gov Page 18
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RELATED REPORTS

Financial

Our opinion on the City’s financial statements is provided in a separate report, which includes the
City’s  financial  statements. = That report is available on our  website,
https://portal.sao.wa.gov//ReportSearch.

That report includes a finding for a material weakness in internal controls over financial reporting
regarding the financial statement preparation process and compliance with state law.

Special investigations

We issued a fraud investigation report on activities at the City. That report is available on our
website, https://portal.sao.wa.gov//ReportSearch.

Office of the Washington State Auditor sao.wa.gov Page 19
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INFORMATION ABOUT THE CITY

The City of Mabton operates under a mayor-council form of government with a five-member
Council and an elected Mayor. The Council is responsible for creating policies and procedures and
making financial decisions. The Mayor and the City Council are responsible for overseeing day-
to-day operations. The City provides municipal and proprietary services which include public
safety, infrastructure maintenance, cemetery facilities, library facilities, emergency response and
water, sewer and solid waste utilities. The City’s resources appropriated for expenditures were
approximately $4.5 million for fiscal year 2021 and 2022 and $6.2 million for 2023.

Contact information related to this report

Contact: | Sophia Martin, City Treasurer

Telephone: | (509) 894-4096

Website: | www.cityofmabton.com

Information current as of report publish date.

Audit history

You can find current and past audit reports for the City of Mabton at
https://portal.sao.wa.gov//ReportSearch.

Office of the Washington State Auditor sao.wa.gov Page 20
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950

e Search BARS Manuals (GAAP and
cash), and find reporting templates

e Learn about our training workshops
and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

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

e FEmail:
webmaster(@sao.wa.gov

Office of the Washington State Auditor sao.wa.gov Page 21
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Office of the Washington State Auditor
Pat McCarthy

Issue Date — (Inserted by OS)

Mayor and City Council
City of Mabton
Mabton, Washington

Report on Financial Statements

Please find attached our report on the City of Mabton’s financial statements.

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

Sincerely,

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA

Americans with Disabilities

In accordance with the Americans with Disabilities Act, we will make this document available in
alternative formats. For more information, please contact our Office at (564) 999-0950, TDD
Relay at (800) 833-6388, or email our webmaster at webmaster(@sao.wa.gov.

Insurance Building, P.O. Box 40021 ¢ Olympia, Washington 98504-0021 ¢ (564) 999-0950 * Pat.McCarthy@sao.wa.gov
Page 26 of 49



mailto:webmaster@sao.wa.gov



lose.

IsC

te, distribute, or di

ica

Draft - Please do not dupl

iminary

Prel

TABLE OF CONTENTS
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES

2021-001

City of Mabton
January 1, 2021 through December 31, 2021

The City did not have adequate internal controls ensuring accurate
reporting of its financial statements and compliance with state law.

Background

State and federal agencies, the City Council, and the public rely on information
included in the financial statements and reports to make decisions. Management is
responsible for designing and following internal controls that provide reasonable
assurance its financial reporting is reliable and the financial statements and notes
to financial statements are accurate.

The City prepares its financial statements in accordance with the cash-basis
accounting method prescribed in the State Auditor’s Office’s Budgeting,
Accounting and Reporting System (BARS) Manual.

The City Council annually approves a budget determining the City’s legal spending
limits. Under state law (RCW 35A.33.120), spending should not exceed this level
without a Council-approved budget amendment. Moreover, the Council cannot
authorize spendings that exceeds available funds. When expenditures in a fund
exceed the available resources, the City is effectively borrowing from other funds
without formally establishing an interfund loan. The Council must approve
interfund loans by resolution or ordinance that includes a payment plan and set a
reasonable interest rate to pay to the lending fund.

Our audit found deficiencies in internal controls over accounting and financial
reporting that affected the City’s ability to produce reliable financial statements.
Government Auditing Standards requires the State Auditor’s Office to
communicate material weaknesses as a finding.

Description of Condition

We found the following deficiencies in internal controls that represent a material
weakness. The City did not have processes in place to:

e Perform a secondary review of the financial reports to ensure they were free
from material errors, agreed to underlying accounting records and complied
with BARS Manual reporting requirements

Office of the Washington State Auditor sao.wa.gov
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e Research and properly classify ending cash and investment balances
e Monitor financial activity, or identify the need to both implement and
account for interfund loans as required

We reported this issue as a finding in the prior three audits.

Cause of Condition

The City has experienced turnover in multiple positions and those responsible for
financial oversight lacked the necessary experience and training in financial
reporting.

Additionally, the City Council authorized paying expenses in the street and sewer
funds that were more than the authorized budget and available resources without
verifying if there were adequate funds.

Effect of Condition

Inaccurate financial reports limit access to financial information that City officials,
the public, state and federal agencies, and other interested parties use.

As a result of the internal control weaknesses, the City:

e Reported the Drinking Water State Revolving Fund loan and the
Department of Ecology loan on the Schedule of Liabilities twice,
overstating total liabilities by $3,883,099

e Misclassified $316,456 of restricted funds and $434,902 of unassigned
funds as assigned in the general fund

The City subsequently corrected these errors.

Also, the City overspent approved budgets and available resources for two funds,
reporting negative cash and investment balances totaling $297,339 in the street fund
and $204,869 in the sewer fund. These funds operated using restricted funds since
the general fund did not have an unassigned fund balance to cover these negative
balances. The City’s noncompliance with state laws had a direct and material effect
on its 2021 financial statements.

In addition, we identified other less significant errors on the financial statements,
notes and schedules.

Office of the Washington State Auditor sao.wa.gov
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Recommendation

We recommend the City’s elected officials and management establish and follow
effective internal controls over preparing financial statements and schedules. This
should include performing a secondary review of the financial statements and
researching reporting requirements to ensure cash and investments are properly
classified.

We also recommend the City monitor its financial activity to ensure it complies
with state law and all funds have the available budget and resources to pay for
expenditures. When necessary, we further recommend the City establish an
interfund loan that the Council approves.

City’s Response

The city agrees with the SAO findings and recommendations. The new staff is
working diligently to reconcile all financial statements to provide a clear standing
of the cities finances. All expenditures will be reviewed and ensured that it has been
included in the budget. It is the City Treasurers goal is to complete quarterly
financial reports for council.

Auditor’s Remarks

We appreciate the City’s commitment to resolving these issues. We will follow up
to the finding during our next audit.

Applicable Laws and Regulations

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

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

The Budgeting Accounting and Reporting System (BARS) Manual 3.1.3, Internal
Control, requires each local government to establish and maintain an effective
system of internal controls that provides reasonable assurance that the government
will achieve its objective.

Office of the Washington State Auditor sao.wa.gov
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The Budgeting, Accounting and Reporting System (BARS) Manual, 3.9.1, Loans,
sets the requirements for interfund loans and repayments.

RCW 35A.33.120 — Funds — Limitations on expenditures, restricts the Council from
authorizing any claim on expenditures in excess of total budgeted amounts for any
individual fund

Office of the Washington State Auditor sao.wa.gov
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PO Box 555, Mabton, WA 58335 P: (S05) 854-40096 F: (S05) B34-4313
wwaw. Cityofmabion.com

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

City of Mabton
January 1, 2021 through December 31, 2021

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

Audit Period: Report Ref. No.: Finding Ref. No.:
January 1, 2020 through December 2020 102921 2020-001
Finding Caption:

The City’s internal controls over preparing financial statements and monitoring financial
activity were inadequate for ensuring accurate reporting and compliance with state law.

Background:

The City did not implement or account for interfund loans for the Street and Sewer funds.
This resulted in the City incorrectly reporting negative fund balances for these funds in the
amount of $155,431 and $225,671, respectively. These errors remain uncorrected, as the City
has not yet properly approved the necessary interfund loans.

The City’s General fund has unassigned cash and investments of only $308,912, which is not
enough to support the negative fund balances in the Street and Sewer funds. Therefore, the
City is effectively using restricted, committed or assigned assets to support these funds.

We recommend the City monitor its financial activity to ensure that all funds have the
available resources to pay for expenditures and, when necessary, establish an interfund loan
that the Council approves.

Status of Corrective Action: (check one)
O Fully Corrected O Partially Corrected Not Corrected O Finding is considered no longer valid

Corrective Action Taken: We are currently working on reconciliations and reassigning
expenditures where appropriate.

Office of the Washington State Auditor sao.wa.gov
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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

I-1

City of Mabton
January 1, 2021 through December 31, 2021

Mayor and City Council
City of Mabton
Mabton, 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 Mabton, as of and for the year ended December 31, 2021, and the related notes to the
financial statements, which collectively comprise the City’s financial statements, and have issued
our report thereon dated May 15, 2025.

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.

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

In planning and performing our audit of the financial statements, we considered the City’s internal
control over financial reporting (internal control) as a basis for designing audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the City’s
internal control.

Office of the Washington State Auditor sao.wa.gov
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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 above and was not
designed to identify all deficiencies in internal control that might be material weaknesses or
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist
that were not identified.

However, we identified certain deficiencies in internal control, as described in the accompanying
Schedule of Audit Findings and Responses as Finding 2021-001, that we consider to be material
weaknesses.

REPORT ON 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 its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion.

The results of our tests disclosed instances of noncompliance or other matters that are required to
be reported under Government Auditing Standards and which are described in the accompanying
Schedule of Audit Findings and Responses as Finding 2021-001. We also noted certain matters
that we have reported to the management of the City in a separate special investigation report dated
May 15, 2025.

CITY’S RESPONSE TO FINDINGS

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

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA
May 15, 2025
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INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements
F-2

City of Mabton
January 1, 2021 through December 31, 2021

Mayor and City Council
City of Mabton
Mabton, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS

Unmodified and Adverse Opinions

We have audited the financial statements of the City of Mabton, as of and for the year ended
December 31, 2021, and the related notes to the financial statements, as listed in the financial
section of our report.

Unmodified Opinion on the Regulatory Basis of Accounting (BARS Manual)

As described in Note 1, the City has prepared these financial statements to meet the financial
reporting requirements of state law and 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 accompanying financial statements referred to above present fairly, in all
material respects, the cash and investments of the City of Mabton, and its changes in cash and
investments, for the year ended December 31, 2021, on the basis of accounting described in Note
1.

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 Mabton, as of December 31, 2021, or the changes in
financial position or cash flows thereof for the year then ended, because of the significance of the
matter discussed below.

Office of the Washington State Auditor sao.wa.gov
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Basis for Unmodified and Adverse Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and Government Auditing Standards. Our responsibilities under those
standards are further described in the Auditor’s Responsibilities for the Audit of the Financial
Statements section of our report. We are required to be independent of the City, and to meet our
other ethical responsibilities, in accordance with the relevant ethical requirements relating to our
audit. We believe that the audit evidence we have obtained is sufficient and appropriate to provide
a basis for our audit unmodified and adverse opinions.

Matter Giving Rise to 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. As described in Note 1 of the
financial statements, the financial statements are prepared by the City in accordance with state law
using accounting practices prescribed by the BARS Manual, which is a basis of accounting other
than accounting principles generally accepted in the United States of America. The effects on the
financial statements of the variances between the regulatory basis of accounting and accounting
principles generally accepted in the United States of America, although not reasonably
determinable, are presumed to be material and pervasive.

Responsibilities of Management 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 BARS Manual 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the City’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements are free
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and

Office of the Washington State Auditor sao.wa.gov
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Government Auditing Standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

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

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

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements;

e Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the City’s internal control. Accordingly, no such opinion
is expressed;

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements;

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

e We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit, significant audit findings, and
certain internal control-related matters that we identified during the audit.

Supplementary Information

Our audit was conducted for the purpose of forming an opinion on the financial statements that
collectively comprise the City’s financial statements. The Schedule of Liabilities is presented for
purposes of additional analysis, as required by the prescribed BARS manual. This schedule is 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

Office of the Washington State Auditor sao.wa.gov
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States of America. In our opinion, the information is fairly stated, in all material respects, in
relation to the financial statements as a whole.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated May 15,
2025 on our consideration of the City’s internal control over financial reporting and on the tests of
its compliance with certain provisions of laws, regulations, contracts and grant agreements and
other matters. The purpose of that report is to describe the scope of our testing of internal control
over financial reporting and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the City’s internal control over financial reporting or on
compliance. That report is an integral part of an audit performed in accordance with Government
Auditing Standards in considering the City’s internal control over financial reporting and
compliance.

Signature Here (Please do not remove this line)

Pat McCarthy, State Auditor
Olympia, WA
May 15, 2025
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FINANCIAL SECTION

City of Mabton
January 1, 2021 through December 31, 2021

FINANCIAL STATEMENTS

Fund Resources and Uses Arising from Cash Transactions — 2021
Fiduciary Fund Resources and Uses Arising from Cash Transactions — 2021
Notes to Financial Statements — 2021

SUPPLEMENTARY AND OTHER INFORMATION
Schedule of Liabilities — 2021
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS Manuals (GAAP and N .
cash), and find reporting templates * Toll-free Citizen Hotline:

e Learn about our training workshops (866) 902-3900

and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

e FEmail:
webmaster(@sao.wa.gov

Office of the Washington State Auditor sao.wa.gov
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Summary of Uncorrected ltems

Description

Statement /
Schedule

Cemetery Fund 102 - Expenses 594-595 Capital Expenditures should be $0 instead of $7,762, for an
overstatement of $7,762. (.3%)

C4

City Streets Fund 103 - Revenues 381, 382, 389, 395, 398 Other Resources should be $0 instead of $5,220,
for an overstatement of $5,220. (.2%)

C4

Water Fund 401 - Expenses 530 Utilities should be $587,811 instead of $584,087, for an understatement of
$3,724 ((1%).

C4

Sewer Fund 402 - Revenues 340 Charges for Goods and Services should be $616,185 instead of $606,186,
for an understatement of $9,999 (.3%).

Cc4

Sewer Fund 402 - Expenses 530 Utilities should be $445,863 instead of $444,744, for an understatement of
$1,119 (.01%)

C4

Garbage Fund 404 - Revenues 340 Charges for Goods and Services should be $271,936 instead of
$270,168, for an understatement of $1,768. (.01%)

C4

Cemetery Perpetual Care Fund 701 Charges for Goods and Services should be $1,000 instead of $0, for an
understatement of $1,000. (.01%)

C4

Streets Fund 103 has a negative ending balance of $297,339. This is 13% of expenditures.

C4

Sewer Fund 402 has a negative ending balance of $204,869. This is 9% of expenditures.

C4

ER&R Fund: The City transferred $38,000 into the fund and only had $1,000 of capital expenditures. It
appears that the other funds do not pay for the use of the equipment rental and the fund does not receive
that revenue. Per RCW 35.21.088, the ERR fund is only required if the City has a population over 8,000. The
City of Mabton population is about 2,000. It appears that the City is not properly operating the ER&R internal
service fund.

Cc4

Note 1 G, page 4 - Fund 001 restricted balance disclosure is not updated for 2021 and should be $51,799
for Public Safety and $316,456 due to SLFRF.

Note 1 G, page 4 - Fund 102 restricted balance disclosure is not updated for 2021 and should be $28,815.
Note 1 G, page 4 - Fund 113 restricted balance disclosure is not updated for 2021 and should be $77,690.
Note 1 G, page 4 - Fund 115 restricted balance disclosure is not updated for 2021 and should be $254,308.
Note 1 G, page 4 - Fund 401 restricted balance disclosure is not updated for 2021 and should be $16,806.

Notes

Washington State Auditor's Office Page 42 of 49
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Summary of Uncorrected ltems

Description ST
: Schedule
Notes
Note 2, page 5 - Final budget amounts for Fund 001 should be $1,169,619 instead of $997,290, for an
understatement of $172,329.
Note 2, page 5 - Final budget amounts for Fund 102 should be $103,871 instead of $138,030, for an
overstatement of $34,159.
Note 2, page 5 - Final budget amounts for Fund 103 should be $454,866 instead of $499,350, for an
overstatement of $44,484.
Note 2, page 5 - Final budget amounts for Fund 113 should be $81,205 instead of $0, for an understatement
of $81,205.
Note 2, page 5 - Final budget amounts for Fund 115 should be $258,713 instead of $15,500, for an
understatement of $243,213.
Note 2, page 5 - Final budget amounts for CDBG Well Fund should be $77,428 instead of $0, for an
understatement of $77,428.
Note 2, page 5 - Final budget amounts for Fund 401 should be $1,669,704 instead of $1,343,084, for an
understatement of $326,620.
Note 2, page 5 - Final budget amounts for Fund 402 should be $451,979 instead of $601,000, for an
overstatement of $149,021.
Note 2, page 5 - Final budget amounts for Fund 404 should be $244,577 instead of $271,560, for an
overstatement of $26,983.
Note 2, page 5 - Final budget amounts for Fund 501 should be $66,000 instead of $0, for an understatement
of $66,000.
Note 2, page 5 - Final budget amounts for Fund 701 should be $64,674 instead of $0, for an understatement
of $64,674.
Note 2, page 5 - Actual expenditure amounts for Fund 401 should be $845,186 instead of $713,096, for an
understatement of $132,090.
Note 2, page 5 - Actual expenditure amounts for Fund 404 should be $257,129 instead of $234,143, for an
understatement of $22,986.
Note 2, page 5 - Actual expenditure amounts for Fund 501 should be $1,000 instead of $0, for an
understatement of $1,000.
In total The final appropriated amount should be $4,642,636 instead of $3,865,814 for a total difference of
$776,822
In total the actual expenditure amount should be $3,224,2022 (agrees to C4) instead of $3,068,126 for a
total difference of $156,075
Washington State Auditor's Office Page 43 of 49 Page 2 of 4






Summary of Uncorrected ltems

Description

Statement /
Schedule

Note 3, page 6 - Debt service requirements table should be updated from prior year and note include 2021.
Note 3, page 6 - Debt service table 2022 principal should be $291,386 instead of $289,735, for an
understatement of $1,651.

Note 3, page 6 - Debt service table 2022 interest should be $87,159 instead of $86,772, for an
understatement of $387.

Note 3, page 6 - Debt service table 2023 principal should be $293,904 instead of $292,219, for an
understatement of $1,685.

Note 3, page 6 - Debt service table 2023 interest should be $82,335 instead of $81,982, for an
understatement of $353.

Note 3, page 6 - Debt service table 2024 principal should be $296,427 instead of $294,709, for an
understatement of $1,718.

Note 3, page 6 - Debt service table 2024 interest should be $77,541 instead of $77,187, for an
understatement of $354.

Note 3, page 6 - Debt service table 2025 principal should be $299,101 instead of $297,348, for an
understatement of $1,753.

Note 3, page 6 - Debt service table 2025 interest should be $72,579 instead of $72,243, for an
understatement of $354.

Note 3, page 6 - Debt service table 2026 principal of $301,784 and interest of $68,894 should be listed.

In total the principal amount in the debt service table should agree to the Schedule of Liability debt for bonds
and loans. The note totals $5,438,483 and the Schedule of Liability amount is $5,188,879 for a difference of
$249,604 which is mostly from the errors identified above.

Notes

Note 3, page 6 - The Debt service note is missing information about compensated absences per the BARS
manual template. The Schedule of Liabilities reports $15,467.

Notes

Note 4, page 6 - Interfund loan table should be updated to reflect 2021 activity. Currently it reports 2020
amounts.

Notes

Note 5, page 7 - Deposits should be updated as of December 31, 2021, should agree to the C4. The note
totals $841,197.93 and the C4 is $1,183,816 for a difference of $342,619. The Notes should also report the
total deposits and investments held by the City as a custodian (this would be the C5 amount) of $108.

Notes

Note 6, page 8 - Should be for measurement date of June 30, 2021.

Note 6, page 8 - Allocation percentages should be 0.002423% for PERS 1, 0.003114% for PERS 2/3 and
0.004496% for LEOFF 2.

Note 6, page 8 - The Liability/(Asset) should be $29,590 for PERS 1, -$310,209 for PERS 2/3 and -$261,165
for LEOFF 2.

Note 6, page 8 - VFFRPF amounts should be updated for 2021. Pension asset amount of ($10,181). The
reported amounts are from 2020.

Notes

Note 7, page 9 - Levy amounts should be updated for 2021. Rate should be $2.60699269, valuation should
be $69,167,482 and regular levy amount should be $174,739.

Notes

Note 10, page 11 - City commitments table should be updated to reflect 2021 activity. This is 2020 activity.

Notes

Note 10, page 11 - The City disclosed a correction of a material error related to the cemetery care fund.
However, this appears to be prior year information and not prior period adjustments are reported on the
current statements therefore this information can be removed.

Notes
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Summary of Uncorrected ltems

Description DL
i Schedule

The City reported leases related to copier machines and conferencing system on the Schedule of Liabilities Notes
totaling $24,128 but there is no note disclosure reported for leases as required by the BARS manual.
The City did not have support for the Ricoh Copier, Sharp Video Conference System, Xerox Copier and Schedule of
Compensated Absences ending balances. It appears that the Compensated Absences was not updated Liabilities
from FY 2021.

o . . . Schedule of
The Schedule appears to be missing the Kyocera Copier, prior year reported a ending balance of $6,288. Liabilities
Beginning balances for the Ricoh copier, sharp video conferencing system and xerox copier do not agree to |Schedule of
prior year ending balance. Beginning should match 2020 ending. Richoh $17,304, Sharp $9,570, Xeroz Liabilities
$3017.
Compensated Absences beginning balance of $15,467 does not agree to prior year ending $27,972. Schedule of
Difference of $12,505 Liabilities
Ecology EL 170130 was not reported on the prior year Schedule of Liabilities. If this was new debt for 2021 it |Schedule of
should be reported as an addition instead of a beginning balance. Liabilities
The City over reported pension liabilities. The City reported $120,940 and it should be $29,590, for an Schedule of
overstatement of $91,350. This is 4% of total expenditures. Liabilities
Ecology EL170130 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this appears to |Schedule of
be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
DWSRF DM13-952-181 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this Schedule of
appears to be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
DWSRF DM15-952-044 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this Schedule of
appears to be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
Ecology SRF L1300024 - Incorrectly classified Debt ID 239.70 (Registered Warrants); description this Schedule of
appears to be 263.83 or 263.84 (loans from state agency other than LOCAL or PWTF) Liabilities
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LETTER OF REPRESENTATION TO BE TYPED ON CLIENT LETTERHEAD

May 15, 2025

Office of the Washington State Auditor
3200 Capitol Blvd

P.O. Box 40031

Olympia, WA 98504-0031

To the Office of the Washington State Auditor:

We are providing this letter in connection with your audit of the City of Mabton for the period
from January 1, 2021 through December 31, 2023. Representations are in relation to matters
existing during or subsequent to the audit period up to the date of this letter.

Certain representations in this letter are described as being limited to matters that are significant
or material. Information is considered significant or material if it is probable that it would change
or influence the judgment of a reasonable person.

We confirm, to the best of our knowledge and belief, having made appropriate inquires to be able
to provide our representations, the following representations made to you during your audit. If we
subsequently discover information that would change our representations related to this period, we
will notify you in a timely manner.

General Representations:

1. We have provided you with unrestricted access to people you wished to speak with and
made available all relevant and requested information of which we are aware, including:

Financial records and related data.

b. Minutes of the meetings of the governing body or summaries of actions of recent
meetings for which minutes have not yet been prepared.

c. Other internal or external audits, examinations, investigations or studies that might
concern the objectives of the audit and the corrective action taken to address significant
findings and recommendations.

d. Communications from regulatory agencies, government representatives or others
concerning possible noncompliance, deficiencies in internal control or other matters
that might concern the objectives of the audit.

e. Related party relationships and transactions.

f. Results of our internal assessment of business risks and risks related to financial
reporting, compliance and fraud.

2. We acknowledge our responsibility for compliance with requirements related to
confidentiality of certain information, and have notified you whenever records or data
containing information subject to any confidentiality requirements were made available.
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10.

We acknowledge our responsibility for compliance with applicable laws, regulations,
contracts and grant agreements.

We have identified and disclosed all laws, regulations, contracts and grant agreements that
could have a direct and material effect on the determination of financial statement amounts,
including legal and contractual provisions for reporting specific activities in separate funds.

Except as reported by the audit, we have complied with all material aspects of laws,
regulations, contracts and grant agreements.

We acknowledge our responsibility for establishing and maintaining effective internal
controls over compliance with applicable laws and regulations and safeguarding of public
resources, including controls to prevent and detect fraud.

Except as reported by the audit, we have established adequate procedures and controls to
provide reasonable assurance of safeguarding public resources and compliance with
applicable laws and regulations.

Except as reported to you in accordance with RCW 43.09.185, we have no knowledge of
any loss of public funds or assets or other illegal activity, or any allegations of fraud or
suspected fraud involving management or employees.

In accordance with RCW 43.09.200, all transactions have been properly recorded in the
financial records, notwithstanding immaterial uncorrected items referenced below.

We are responsible for, and have accurately prepared, the summary schedule of prior audit
findings to include all findings, and we have provided you with all the information on the
status of the follow-up on prior audit findings.

Additional representations related to the financial statements:

1.

12.

13.

14.

15.

We acknowledge our responsibility for fair presentation of the financial statements and
believe financial statements are fairly presented in accordance with the Budgeting,
Accounting and Reporting Standards Manual (BARS Manual), which is a comprehensive
basis of accounting other than accounting principles generally accepted in the United States
of America.

We acknowledge our responsibility for establishing and maintaining effective internal
control over financial reporting.

The financial statements properly classify all funds and activities.

Revenues are appropriately classified by fund and account in accordance with the BARS
Manual.

Expenses are appropriately classified by fund and account, and allocations have been made
on a reasonable basis.
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16.

17.

18.

19.

20.

21.

22.

Ending cash and investments are properly classified as nonspendable, restricted,
committed, assigned, and unassigned.

The methods, data and significant assumptions we used in making accounting estimates
and related disclosures are appropriate and free from intentional bias.

The following have been properly classified, reported and disclosed in the financial
statements. as applicable:

Interfund, internal, and intra-entity activity and balances.

b. Related-party transactions, including sales, purchases, loans, transfers, leasing
arrangements, and guarantees, and amounts receivable from or payable to related
parties.

Joint ventures and other related organizations.
d. Guarantees under which the government is contingently liable.

e. All events occurring subsequent to the fiscal year end through the date of this letter that
would require adjustment to, or disclosure in, the financial statements.

f. Effects of all known actual or possible litigation, claims, assessments, violations of
laws, regulations, contracts or grant agreements and other loss contingencies.

We have accurately disclosed to you all known actual or possible pending or threatened
litigation, claims or assessments whose effects should be considered when preparing the
financial statements. We have also accurately disclosed to you the nature and extent of our
consultation with outside attorneys concerning litigation, claims and assessments.

We acknowledge our responsibility to include all necessary and applicable disclosures
required by the BARS Manual, including:

a. Description of the basis of accounting, summary of significant accounting policies and
how this differs from Generally Accepted Accounting Principles (GAAP).

b. Disclosures similar to those required by GAAP to the extent they are applicable to items
reported in the financial statements.

c. Any additional disclosures beyond those specifically required by the BARS Manual
that may be necessary for the statements to be fairly presented.

We acknowledge our responsibility for reporting supplementary information (the Schedule
of Liabilities) in accordance with applicable requirements and believe supplementary
information is fairly presented, in both form and content in accordance with those
requirements.

We have disclosed to you all significant changes to the methods of measurement and
presentation of supplementary information, reasons for any changes and all significant
assumptions or interpretations underlying the measurement or presentation.
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23.

24.

We believe the effects of uncorrected financial statement misstatements summarized in the
schedule of uncorrected items provided to us by the auditor are not material, both
individually and in the aggregate, to the financial statements taken as a whole.

We acknowledge our responsibility not to publish any document containing the audit report
with any change in the financial statements, supplementary and other information
referenced in the auditor’s report. We will contact the auditor if we have any needs for
publishing the audit report with different content included.

Rachel Ruelas Sophia Martin
Mayor City Treasurer
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Fraud Report

Fraud #: F-24-232

Submission Date: 07/15/2024

Entity: Mabton, City of
Dashboard

Short Description: cash receipting concerns
Investigation Status: Closed

Assigned Team: Yakima

Assigned PM: STEPHANIE R Sullivan

PR Request ID’s:

Public Records Request: No

Assignment Notes:

Detection Method: Entity Management
Entity: 0839

Total Budget: 36

Team Budget: 28

Audit Number: 66071

Audit Documentation: TM File

TM Project Code:

Ok to release/bill time: No

Primary Loss Type: Cash Disbursements
Loss Type Notes or Sub Category:

Cyber Loss Category: --

Cyber Cause: --

This case contains sensitive information: No
Which tab or attachment contains sensitive information?
Results: Reduced Report

Closed Date: 05/21/2025

Inactivate: No

Inactive Notes:

Contact

Created By:
Name: Rachel Ruelas
Title: Mayor
Phone: 509-894-4068

Email: rachel.ruelas@co.yakima.wa.us





Assignment Notes:

Paw and Plan

Loss Notification Date: 07/15/2024

PAW Assignment Date: 07/17/2024

Initial Contact with Entity Date: 06/26/2024

Assessment Completion Date: 08/01/2024

Reviewing Team: Yakima

Team Review Date: 08/05/2024

Fraud Team Review Date: 08/20/2024

Please describe, if we did not meet 5 and 10 day requirements:

Action/Next Step: Review external investigation.

Outcome

Exit conference date: 04/30/2025

Exit conference attendees: Treasurer, Clerk, Mayor, two council members.
Misappropriation assigned amount:

Name and title of responsible party: Unknown
Misappropriation unassigned amount: 22641
Questionable amount:

Misappropriation recovery amount: 9239
Loss Amount:

Cyber recovery Amount:

Final audit cost: 9248

Audit report number: 1037073

Audit report issue date: 05/15/2025

Other case # s reported with this one:

Restitution

SAO Approval Date:
SAO Approval Initials:
AG Approval Date:
SAO Approval Initials:
Amount Approved:

Point of Contact:





Contacted PA Date:

Post audit PA/LE/FBI contact notes:

Activity Log

Date

07/17/2024

07/17/2024

07/17/2024
07/17/2024

07/17/2024
07/17/2024
08/21/2024

08/21/2024

08/21/2024

08/21/2024
09/16/2024

10/16/2024

10/30/2024

10/30/2024

11/20/2024

12/05/2024
12/05/2024
01/15/2025

01/29/2025

02/25/2025

03/03/2025

Entry

'Short Description’ field updated, 'Investigation Status’ field updated from 'Pre-Triage’ to
'Assessment/PAW’ by sullivans

'Detection Method’ field updated from ’--’ to 'Entity Management’, 'Audit Documentation’ field
updated from ’--’ to 'Database Only’ by sullivans

PAW Notification Sent
'PAW Assignment Date’ field updated from ” to '7/17/2024’ by sullivans
'PAW Assignment Date’ field updated from '7/17/2024’ to '7/17/2024’ by sullivans

'Total Budget’ field updated from " to '0’, "'Team Budget’ field updated from " to '0’, 'Audit Number’
field updated from " to '66071’ by hopkinsr

Attachment added

'Total Budget' field updated from '0.0000’ to '6’, "'Team Budget'’ field updated from '0.0000’ to '4’,
'Action/Next Step:’ field updated by sullivans

‘Initial Contact with Entity Date’ field updated from " to '6/26/2024’, 'Assessment Completion Date’
field updated from " to '8/1/2024’, 'Team Review Date’ field updated from ” to '8/5/2024’, 'Fraud
Team Review Date’ field updated from ” to '8/20/2024’ by sullivans

‘Investigation Status’ field updated from 'Assessment/PAW’ to "Waiting on External Review’ by
sullivans

Status update: Scheduled to start the audit. Asked for a copy of police report but have not received it.
Supposed to start planning the audit next week. (pritchab)

Status update: Attorney advised the city that they weren’t going to give us the police report because
investigation is ongoing with the County. Can send the request letter with our authority (pritchab)

Al/Mary said we received a PRR on this engagement. They will respond that we anticipate we'll
complete the case within 6 months. If the case goes longer, we can let Al/Mary know so they follow
back up with the requester. (pritchab)

Update: Team sent police report request letter. City attorney again told the City not to provide the
records or case number. Consulted with Al, who recommended we ask the County PA for the report. If
they don’t provide it, loop back with Al, who will make the right calls. (pritchab)

Status update: Team received the police reports last week, but appears sparse. Team is going to draft
up a budget to be able to complete external report review. (lycana)

External review approved 36hrs which includes time already charged and 8hrs for Sl. (sullivans)
‘Investigation Status’ field updated from "Waiting on External Review’ to 'Fieldwork’ by sullivans
Status update: Team has submitted HD to Sl for the fuel and payroll portions. (lycana)

Sl reviewed TM file and sent comments back to be addressed. (sullivans)

Status update: Team has addressed Team SI's comments and it's back to Sl for review. Discussed some
thoughts around potential reporting. (lycana)

"Total Budget' field updated from '6.0000’ to '36’, "'Team Budget’ field updated from '4.0000’ to '28’,
'Assigned PM'’ field updated from ” to '20058811’ by pritchab





03/04/2025

03/04/2025

03/24/2025

04/16/2025

05/07/2025
05/15/2025

05/21/2025

05/21/2025

05/21/2025

05/21/2025

Initial Loss Report

Sl updated review, left a few external checklist comments to be addressed and left in the ROWD in
Interviews, External Assessment, and Summary of Conclusion so highlighted yellow spots to be
adjusted. LOR= reduced report. (sullivans)

‘Investigation Status’ field updated from 'Fieldwork’ to 'Reporting’ by sullivans
Status update: Report working through ARL. (lycana)

Status update: Report through final review. Ready to exit. Team is working through the accountability
findings and reports and loop in Tina. Then schedule the fraud exit before we close out on
accountability. Plan to issue the fraud report at the same time as the accountability report, and have
them release during the accountability so we can talk about both. (pritchab)

'Exit conference date’ field updated from ” to '4/30/2025’, 'Exit conference attendees’ field updated
from ” to "Treasurer, Clerk, Mayor, two council members. ’, ’Audit report issue date’ field updated from
" to '5/15/2025’ by stephanie950

Attachment added

'Name and title of responsible party’ field updated from ” to 'Unknown’, '"Misappropriation
unassigned amount’ field updated from ” to '22641’, "Misappropriation recovery amount’ field
updated from ” to '9239’, 'Audit report number’ field updated from ” to 1037073’ by lycana

'Investigation Status’ field updated from 'Reporting’ to 'Closed’, 'Audit Documentation’ field updated
from 'Database Only’ to "TM File’, 'Closed Date’ field updated from " to '5/21/2025’, 'Results’ field
updated from --" to 'Reduced Report’ by lycana

Closing case in database. (lycana)

"Closed Date’ field updated from '5/21/2025’ to '5/21/2025’, 'Final audit cost’ field updated from ” to
'9248'’ by lycana

Department/area of concern: City Hall

What is the suspected loss or illegal activity? 13000

Start: 06/17/2024

End: 06/17/2024

What type of issue are you reporting? Cash Disbursements

What type of cyber concern are you reporting? --

What was the cause of initial attack vector for the cyber loss? --

Please describe the type of issue:

Please descibe the amount of loss: Cash $13,000.00

Please describe the suspected loss of illegal activity: SUBMITTED DESCRIPTION: Reported Robbery

How was the suspected loss or activity detected? 911 Call

Is an investigation in progress? Yes

If an investigation by management, law enforcement or others underway, who is in charge of this

investigation? City of Mabton Police Department

What actions have you taken to date, if any? 24BO353 - Active Case

Are there any dedications of employee involvment? Active Case, one employee arrested, not charged pending

active case.

Name and/or title of employee that have been involved in (responsible for) the loss.





Is this person still employed by the agency? Yes

Describe the employee’s job responsibilities and areas or functions the employee has/had access to:
Yuliana Morales, Deputy City Clerk - Administration Paid Leave.

Have any restitution agreements been signed? No

Has a police report been filed? Yes

Do you have a copy? No

Who at the entity is aware this concern is being reported?






Fraud Report

Fraud #: F-24-339

Submission Date: 10/16/2024

Entity: Mabton, City of
Dashboard

Short Description: gas card misappropriation
Investigation Status: Closed

Assigned Team: Yakima

Assigned PM:

PR Request ID’s:

Public Records Request: No

Assignment Notes:

Detection Method: Entity Management
Entity: 0839

Total Budget: 23

Team Budget: 16

Audit Number: 66908

Audit Documentation: TM File

TM Project Code:

Ok to release/bill time: No

Primary Loss Type: Purchase Card

Loss Type Notes or Sub Category:

Cyber Loss Category: --

Cyber Cause: --

This case contains sensitive information: No
Which tab or attachment contains sensitive information?
Results: Accountability finding

Closed Date: 05/21/2025

Inactivate: No

Inactive Notes:

Contact

Created By:
Name: Rachel Ruelas
Title: Mayor
Phone: 509-894-4068

Email: rachel.ruelas@co.yakima.wa.us





Assignment Notes:

Paw and Plan

Loss Notification Date: 10/16/2024

PAW Assignment Date: 10/17/2024

Initial Contact with Entity Date: 10/17/2024

Assessment Completion Date: 10/22/2024

Reviewing Team: Yakima

Team Review Date: 10/25/2024

Fraud Team Review Date: 11/04/2024

Please describe, if we did not meet 5 and 10 day requirements:

Action/Next Step: Review external investigation by City and LE and assess assignability.

Outcome

Exit conference date: 05/15/2025

Exit conference attendees: Treasurer, Clerk, Mayor, two council members
Misappropriation assigned amount: 93

Name and title of responsible party: Jose Daniel Alvarez-Sanchez, City employee
Misappropriation unassigned amount:

Questionable amount:

Misappropriation recovery amount:

Loss Amount:

Cyber recovery Amount:

Final audit cost:

Audit report number:

Audit report issue date:

Other case # s reported with this one:

Restitution

SAO Approval Date:
SAO Approval Initials:
AG Approval Date:
SAO Approval Initials:
Amount Approved:

Point of Contact:





Contacted PA Date:

Post audit PA/LE/FBI contact notes:

Activity Log
Date

10/17/2024

10/17/2024

10/17/2024

10/17/2024

10/17/2024

10/30/2024

11/04/2024

11/04/2024

11/04/2024
11/04/2024

11/20/2024

12/05/2024

12/05/2024
01/15/2025

01/29/2025

01/29/2025

02/25/2025

03/24/2025
05/15/2025

05/15/2025

Entry

'Short Description’ field updated, 'Investigation Status’ field updated from 'Pre-Triage’ to
'Assessment/PAW’, 'Detection Method’ field updated from ’--’ to "Entity Management’ by sullivans

PAW Notification Sent
'PAW Assignment Date’ field updated from " to '10/17/2024’ by sullivans

'Total Budget' field updated from " to '0’, "'Team Budget’ field updated from ” to '0’, 'Audit Number’
field updated from " to '66908’ by tim950

'Total Budget' field updated from '0.0000’ to '6’, 'Team Budget’ field updated from '0.0000’ to "4’ by
tim950

Al/Mary said we received a PRR on this engagement. They will respond that we anticipate we'll
complete the case within 6 months. If the case goes longer, we can let Al/Mary know so they follow
back up with the requester. (pritchab)

‘Initial Contact with Entity Date’ field updated from " to '10/17/2024’, 'Assessment Completion Date’
field updated from " to '10/22/2024’, "Team Review Date’ field updated from " to '10/25/2024’, 'Fraud
Team Review Date’ field updated from " to '11/4/2024’, *Action/Next Step:’ field updated by sullivans

See attached PAW. Next steps, review external investigation by City and LE and assess assignability.
(sullivans)

‘Investigation Status’ field updated from 'Assessment/PAW’ to 'Waiting on External Review’, 'Audit
Documentation’ field updated from ’--’ to 'TM File’ by sullivans

Attachment added

Status update: Team received the police reports last week, but appears sparse. Team is going to draft
up a budget to be able to complete external report review. (lycana)

Approved external review budget of 23hrs which includes time already charged and 5hrs for SI.
(sullivans)

‘Investigation Status’ field updated from 'Waiting on External Review’ to 'Fieldwork’ by sullivans
Status update: Team has submitted HD to Sl for the fuel and payroll portions. (lycana)
Sl reviewed TM file. LOR= exit recommendation (sullivans)

‘Investigation Status’ field updated from 'Fieldwork’ to 'Reporting’, 'Total Budget’ field updated from
'6.0000’ to '23’, "Team Budget' field updated from '4.0000’ to '16’ by sullivans

Status update: Team has addressed Team SI's comments and it's back to Sl for review. Discussed some
thoughts around potential reporting. (lycana)

Status update: Team is working on drafting the exit recommendation and then will notify SI. (lycana)
Attachment added

Finding shared with entity on 4/30/2025. Exit on 5/15/2025. (justin950)





‘Investigation Status’ field updated from 'Reporting’ to 'Closed’, 'Closed Date’ field updated from " to
'5/21/2025’, 'Results’ field updated from ’--’ to 'Accountability finding’, ’Exit conference date’ field
updated from " to '5/15/2025’, 'Exit conference attendees’ field updated from " to 'Treasurer, Clerk,

05/21/2025 . . . . )
Mayor, two council members’, 'Misappropriation assigned amount’ field updated from ” to '93’,
'Name and title of responsible party’ field updated from " to 'Jose Daniel Alvarez-Sanchez, City
employee’ by lycana
Closed case in database. Issue was included as part of accountability audit finding to City (2023-002).
05/21/2025

(lycana)

Initial Loss Report

Department/area of concern: City Hall

What is the suspected loss or illegal activity? 0

Start: 07/25/2024

End: 07/25/2024

What type of issue are you reporting? Purchase Card

What type of cyber concern are you reporting? --

What was the cause of initial attack vector for the cyber loss? --

Please describe the type of issue:

Please descibe the amount of loss: Do not have the amount of fuel charges on the gas card- Wheelers gas card

Please describe the suspected loss of illegal activity: SUBMITTED DESCRIPTION: Sgt Fierro stated that Jose

Sanchez( Current employee) was the reporting party around the date of 7-23-2024, he had noticed the Wheeler gas
card was missing, so him and other city works employees began searching for the card. On 7-25-2024 he had
reported the card missing and was advised that there had been fuel charges on the card made. Jose went to
wheelers, and they showed him security footage and then he called it in.

How was the suspected loss or activity detected? Jose went to wheelers and they showed him security footage

and then he called it in. Note: apparently the gas card was in a city vehicle parked at the Old City Hall facility parking
lot locked gate area. The suspect’'s name is Jose Daniel Alvarez-Sanchez (DOB 5-30-1997) This is an ex-employee
with the City of Mabton hired date 2/13/2023 and last date of employment 8/17/2023. Also, ex-husband of Yuliana
Morales (Deputy City Clerk on Administrative Leave).

Is an investigation in progress? No
If an investigation by management, law enforcement or others underway, who is in charge of this
investigation?

What actions have you taken to date, if any? Officer Sullivan #B503 do not believe there was ever any probable

cause established to charge Daniel with any crime. Sheriff case #24C11721 and Mabton Police Dept case
#24B0442

Are there any dedications of employee involvment? No

Name and/or title of employee that have been involved in (responsible for) the loss.

Is this person still employed by the agency? No

Describe the employee’s job responsibilities and areas or functions the employee has/had access to:
Have any restitution agreements been signed? No

Has a police report been filed? Yes

Do you have a copy? No

Who at the entity is aware this concern is being reported? Jose Sanchez Public Works Lead, Alexis Alvarado

Public Works, Cristian Gonzalez Public Works and Lorenzo Rivera, Public Works.






