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Dear Ms. Hume,
 
The Office of the Washington State Auditor has completed our response to your
public records request sent in via e-mail, as follows:
 

I am reaching out to request the work papers for Finding 2019-001 from
your audit of the North Kitsap School District for the audit period
09/01/2018- 08/31/2019.

 
In response, we have attached the responsive records found to fulfill your request
with us, as well as the redaction codes used.  Please let us know if you have any
questions, concerns, or issues regarding this request. We will now consider this
closed.
 
Sincerely,
 
 
 

Mary Leider, CPRO
Public Records Officer, Office of the Washington State Auditor
(564) 999-0919 | www.sao.wa.gov
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A-B - Expenditure Testing.xlsx

Transaction Testing


			Grant Name			Impact Aid


			CFDA			84.041															COMPLIANCE REQUIREMENTS (Uniform Guidance, 2 CFR 200, Subpart E)


			Use this spreadsheet ONLY for testing expenditures under awards that
 were issued under the UNIFORM GUIDANCE (2 CFR 200).																		A =			Made for an allowable activity under the program and agreement guidelines?


																					B =


Scott DeViney, CPA: See the policy tab in the TeamMate file for a list of items that require prior written approval.			For applicable expenditures (see policy tab of the A/B procedure step), the entity received prior written approval from the awarding agency?


			PURPOSE:  			To test grant expenditures for compliance with Activities Allowed requirements & 2 CFR 200, Subpart E -  Cost Principles.															C =


SAO Auditor: Did not consist of improper payments, including (1) payments that should not have been made or that were made in incorrect amounts (including overpayments and underpayments) under statutory, contractual, administrative, or other legally applicable requirements; (2) payments that do not account for credit for applicable discounts; (3) duplicate payments; (4) payments that were made to an ineligible party or for an ineligible good or service; and (5) payments for goods or services not received (except for such payments where authorized by law).			The expenditure did not include improper payments?


			SOURCE:			Employee Pay Trend (by Program) from FAP; Time & Effort (semi-annual certifications); JE 18-0722															D =


SAO Auditor: (i.e. Does the nature and amount of the cost exceed that which would be considered prudent. Is the cost of a type that is ordinary and necessary for the operation of the program? Is it properly allocated to the program?) 			The expenditure was necessary, reasonable and allocable to the federal  program per 2 CFR, subpart E?


																					E =


Scott DeViney, CPA: (Search Subpart E or criteria related to specific items of cost that the auditor is reviewing.)			Were allowable per limitations or exclusions set forth in 2 CFR 200.420-475 (selected items of cost)?


			DETAILS:			See the Record of Work Done for description of the method/basis for selecting items for testing as well as the overall conclusion for control and compliance testing performed.															F =


SAO Auditor: For example, the entity doesn't charge a higher rate than what their policy dictates just because the activity is federally funded. Overall, is the entity treating the federal government fairly by incurring the expenditure in the same manner/following the same policies as they normally would under their usual practices.			The expenditure was treated consistently with how the entity treats similar costs (funded by federal or non-federal funds) per their policies and procedures?


																					G =


SAO Auditor: Consistency in accounting requires that costs incurred for the same purpose, in like circumstances, be treated as either direct costs only or indirect costs only with respect to final cost objectives. 

A cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect cost.			This type of expenditure is consistently treated as a direct or indirect cost for the entity's federal programs?


			CONCLUSION:			We tested grant expenditures for compliance with Activities Allowed requirements & 2 CFR 200, Subpart E - Cost Principles and found the District was unable to provide time and effort support for $82,189.38 (or 5.8%) of salary and benefit costs charged to Impact Aid. See ROWD for our evaluation of results. 															H =			The expenditure was not included as a cost of other federally-supported activities of the current or a prior period?


																					I =			Costs were not used to meet the cost-sharing/matching requirements of another federal program (except where authorized by federal statute)?


																					J =


SAO Auditor: e.g., approved purchase orders, receiving reports, vendor invoices, canceled checks, time and effort records, current cost allocation plans, etc. Documentation may be in an electronic form			Expenditure is supported by adequate documentation?


																					K =			The transaction occurred within the period of performance.


SAO Auditor: Can be used as additional period of performance testing, but not the only testing for that requirement





																					"Y" = Testing attribute present


																					'N" = Exception


																					'NA' = Not Applicable





			Effective Date


Scott DeViney, CPA: Enter the effective date of the cost per supporting documentation (when the cost was incurred)																					


SAO Auditor: Can be used as additional period of performance testing, but not the only testing for that requirement			Description of Cost			Payee			Invoice #			Progress Billing #			Costs charged to Grant


devineys: Enter the amount of costs charged to the grant by this transaction 

This may be different than the total amount paid to the vendor or employee if only a fraction of the payroll or vendor payment was allocated to the grant)			A			B			C			D			E			F			G			H			I			J			K						Questioned Costs


Scott DeViney: Questioned Costs are those costs for which the auditor has obtained sufficient evidence that the expenditure is either (1) invalid, (2) fraudulent, or (3) unallowable under applicable laws			


devineys: Enter the amount of costs charged to the grant by this transaction 

This may be different than the total amount paid to the vendor or employee if only a fraction of the payroll or vendor payment was allocated to the grant)			


Scott DeViney, CPA: See the policy tab in the TeamMate file for a list of items that require prior written approval.			


SAO Auditor: Did not consist of improper payments, including (1) payments that should not have been made or that were made in incorrect amounts (including overpayments and underpayments) under statutory, contractual, administrative, or other legally applicable requirements; (2) payments that do not account for credit for applicable discounts; (3) duplicate payments; (4) payments that were made to an ineligible party or for an ineligible good or service; and (5) payments for goods or services not received (except for such payments where authorized by law).			


SAO Auditor: (i.e. Does the nature and amount of the cost exceed that which would be considered prudent. Is the cost of a type that is ordinary and necessary for the operation of the program? Is it properly allocated to the program?) 			


Scott DeViney, CPA: (Search Subpart E or criteria related to specific items of cost that the auditor is reviewing.)			


SAO Auditor: For example, the entity doesn't charge a higher rate than what their policy dictates just because the activity is federally funded. Overall, is the entity treating the federal government fairly by incurring the expenditure in the same manner/following the same policies as they normally would under their usual practices.			


SAO Auditor: Consistency in accounting requires that costs incurred for the same purpose, in like circumstances, be treated as either direct costs only or indirect costs only with respect to final cost objectives. 

A cost may not be assigned to a Federal award as a direct cost if any other cost incurred for the same purpose in like circumstances has been allocated to the Federal award as an indirect cost.																																							Auditor's Notes


			FY2019			Salaries and Benefits			Kunkel, Stephan			N/A			N/A			$100,135.00			Y			N/A			Y			Y			Y			Y			Y			Y			Y			Y			Y						$   - 0


			FY2019			Salaries and Benefits			Multiple			JE 18-0722			N/A			$82,189.38			Y			N/A			Y			Y			Y			Y			Y			Y			Y			N			Y						$   61,101.06			As detailed in the ROWD, the District completed a journal entry to simply move $82,189.38 in salary and benefit costs from federal special education (Program 24) to Federal SPED Impact Aid (program 29) and was unable to provide time and effort for Program 29. The District was able to adequate support for $21,088.32 of these costs, to reduce questioned costs. See ROWD For more details. 












































																		$182,324.38																																							$   61,101.06





																		$196,566.19			Total 7003(d) funds for Federally connected children with disabilities





																		93%			Amount tested																																				5.8%			The District did not have time and effort support for $82,189.38 (or 5.8%) of salary and benefit costs charged to Impact Aid





																		$1,411,842.25			Total Impact Aid funds 
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North Kitsap School District No. 400 



 



Profile 



General 
Code:  03NorthKitsap-AC19-SA19 
Name:  North Kitsap School District No. 400 
Group:  Port Orchard 
Type:  03-School District 
Location: Kitsap 
Scope:  Accountability, Financial, SA 
Lead:  Leah Glazener 
Manager: Melinda Seibert 
 



Issues 
 



ISS.2 - The District did not have adequate internal controls to ensure compliance with federal Impact Aid program cost 
principles. 
Prepared By:  MAS, 7/14/2020 
Reviewed By:  CJE, 7/20/2020 
Type:   Single Audit 
Category:  Grants (Federal) 



Issue 



2019-001       The District did not have adequate 
internal controls to ensure compliance 
with federal Impact Aid program cost 











North Kitsap School District No. 400 



Reporting Level(s): Finding    



Impact   
Cost Savings:     
Questioned Costs: $61,101.00 



principles. 



Description of Condition 



The objective of the Impact Aid program is to provide 
financial assistance to local educational agencies whose 
local revenues or enrollments are adversely affected by 
federal activities. These activities include the federal 
acquisition of real property or the presence of children 
residing on tax-exempt federal property or residing with a 
parent employed on tax-exempt federal property 
(“federally connected” children). Payments are made 
based on the number of federally connected children 
reported on an annual application, with additional funds 
provided for certain federally connected children with 
disabilities. During the 2018-19 school year, the District 
received $1,411,842 in Impact Aid funds. Of this amount, 
it received $195,566 for federally connected children with 
disabilities. 



Much of the funding received was not subject to allowable 
costs/cost principles requirement. However, those 
requirements are applicable to the funding it receives for 
federally connected children with disabilities to conduct 
programs or projects for the free appropriate public 
education of the federally connected children with 
disabilities who generated those funds.  



The District used the funding received for federally 
connected children with disabilities to pay the salaries and 
benefits of special education staff. Of the total $195,566 
in payroll costs, the District posted a journal entry to 
transfer $82,189 in costs from the Federal Special 
Education program to the Impact Aid program. We 
reviewed the payroll transactions to determine if the 











North Kitsap School District No. 400 



District supported salaries and benefits charged to Impact 
Aid with adequate time and effort documentation as 
required by federal regulations. The District provided time-
and-effort documentation to show staff worked with 
children with disabilities but did not show that those 
students were federally connected.  



Federal regulations require recipients of federal funds to 
establish and follow internal controls to ensure compliance 
with program requirements. These controls include 
understanding grant requirements and monitoring the 
effectiveness of program controls. We found the District’s 
internal controls were not adequate to ensure compliance 
with the allowable costs principles applicable to funding 
received to support federally connected special education 
students. We consider this deficiency in internal controls 
to be a significant deficiency.  



This issue was not reported as a finding in the prior audit.  



Cause of Condition 



District staff were aware of time-and-effort requirements 
and thought the time–and–effort documentation used in 
the Federal Special Education program would be sufficient 
to meet Impact Aid program requirements. Staff were not 
aware that when it charged the payroll costs to the Impact 
Aid program, the time–and–effort documentation must 
demonstrate the charged costs served only federally 
connected children with disabilities. 



Effect of Condition and Questioned 
Costs 



Although the District did not have adequate time-and-











North Kitsap School District No. 400 



effort documentation for the $82,189 in payroll costs 
charged to the Impact Aid program, the District provided 
alternative documentation to show special education staff 
worked with federally connected children with disabilities, 
supporting payroll costs of $21,088. The District did not 
provide support that staff worked with federally connected 
students for the remaining $61,101 in payroll costs. 
Therefore, we are questioning these costs. The District’s 
noncompliance with grant requirements could jeopardize 
future federal funding and might require it to return 
federal funds to the grantor. 



Recommendation 



We recommend the District establish and follow adequate 
internal controls and monitoring to ensure it complies with 
all federal compliance requirements for its Impact Aid 
grant. This includes obtaining adequate time-and-effort 
documentation to support staff worked with federally 
connected children with disabilities.   



District’s Response 



North Kitsap School District personnel in the Special 
Education Department and the Business Department did 
not fully understand the requirements for documentation 
of the Federal Impact Aid funding for federally connected 
special education children. Thus the documentation to 
connect expenditures using a detailed account code string 
to specific federally connected children was not 
completed.  However, regardless of the insufficient 
documentation, the North Kitsap School District incurred 
more total expenditures for Special Education Children, 
including federally connected children, far in excess of the 
revenues received from all state and federal 
sources.  Local levy revenues of $1,292,388 were used to 











North Kitsap School District No. 400 



supplement Special Education revenues from state and 
federal sources. While the Federal Impact Aid revenues 
received does not have all the documentation required, 
the federal revenues were utilized to support the Special 
Education needs of the federally connected Special 
Education children. 



Auditor’s Remarks 



We appreciate the District’s commitment to resolve the 
finding and thank the District for its cooperation and 
assistance during the audit. We will review the corrective 
action taken during the next regular audit. 



Applicable Laws and Regulations 



The American Institute of Certified Public Accountants 
defines significant deficiencies and material weaknesses in 
its Codification of Statements on Audition Standards, 
section 935, Compliance Audits, paragraph 11. 



Title 2 U.S. Code of Federal Regulations (CFR) Part 200, 
Uniform Administrative Requirements, Cost Principles, and 
Audit Requirements for Federal Awards (Uniform 
Guidance), section 516, Audit findings, establishes 
reporting requirements for audit findings. 



Title 2 CFR Part 200, Uniform Guidance, section 303 
Internal controls, establishes internal control 
requirements for management of Federal awards to non-
Federal entities. 



Title 2 CFR Part 200 Uniform Guidance, Subpart E, Cost 
Principles,  – establishes requirements for determining 
allowable costs and supporting costs allocated to federal 
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programs.   



Office  of  Superintendent  of  Public  Instruction  (OSPI)  
Addendum  to Bulletin 048-17, Federal Fiscal Policy, 
establishes requirements for documenting time-and-effort 
for employees that work in federal programs. 



NOTES 
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CONFIDENTIAL - Questioned Costs Calculation_Redacted.xlsx

Questioned Costs


			Purpose: To document details of questioned costs calculations																		CONFIDENTIAL INFORMATION - STUDENT NAMES


			Conclusion: Based on calculations performed below, we determined questioned costs total $61,101.06


			Auditor Notes:																														TOTAL Costs supported:


			The District provided the basis and support for questioned costs. We reviewed to ensure we agree. 																														$   21,088.32


																																	Costs moved by JE 18-0722


			We confirmed all three teachers were charged to the code the payroll costs were moved from (account 2436)																														82,189.38


			We confirmed all students were included on the SPED impact aid application																														TOTAL QUESTIONED COSTS


			We confirmed teachers worked with those students during those periods, based on staff schedules provided by the District																														61,101.06


			We confirmed the number of students worked with each period, based on staff schedules provided by the District


			We confirmed the hourly rate for each teacher based on payroll information provided by the District


			We confirmed all students attended North Kitsap High School and the average period is 55-60 minutes long


			We confirmed both the payroll and benefits costs charged to program 2436 using FAP reports. 


			ParaEducator: Walker, Tashiko															Paraeducator: Thoroughman, Lorraine															Paraeducator: Newman, Jodie





			Student			Period			Minutes									Student			Period			Minutes									Student			Period			Minutes per day





			[17]			2nd			55									[17]			1st			60									[17]			1st			55


			Based on the staff schedule provided, 3 students were worked with during this period, to include 1 Federally Connected Student															Based on the staff schedule provided, 2 students were worked with during this period, to include 1 Federally Connected Student															Based on the staff schedule provided, 5 students were worked with during this period, to include 1 Federally Connected Student


									18															30															11








						Total minutes Ms. Walker spends with [17]			18									[17]			2nd			55												Total minutes Ms. Newman spends with [17]			11


																		Based on the staff schedule provided, 3 students were worked with during this period, to include 2 Federally Connected Student


						Daily Totals 			18															18									[17]			3rd			55


																																	Based on the staff schedule provided, 5 students were worked with during this period, to include 1 Federally Connected Student


			Payroll breakdown																																				11


																					Total minutes Ms. Thoroughhman spends with [17]			48


			Hourly pay rate			$23.11


			Per minute			$0.39																														Total minutes Ms. Newman spends with [17]			11


																		[17]			2nd			55


			Daily pay			$7.06												Based on the staff schedule provided, 3 students were worked with during this period, to include 2 Federally Connected Student																		Daily Totals			22


																								18





			She worked 190 days (per contract)


																		[17]			4th 			55									Pay breakdown


			190 days payroll			$1,341.66												Based on the staff schedule provided, 3 students were worked with during this period, to include 2 Federally Connected Student															Hourly			$   24.19


																								18									Per Minute			$   0.40





			Total pay from code 24			$   27,792.78																											Daily pay			$8.87


			Total benefits from code 24			$   18,821.42												[17]			6th			55


			Percentage of benefits			67.72%												Based on the staff schedule provided, 3 students were worked with during this period, to include 2 Federally Connected Student															She worked 190 days (per contract)


																								18


			Benefits			$908.58																											190 days payroll			$   1,685.24





			Total for Walker			$2,250.25															Total minutes Ms. Thoroughhman spends with [17]			55									Total pay from pay code 24			$   28,472.59


																																	Total benefits from pay code 24			$   20,934.49


																																	Percentage of benefits			73.5%


																		[17]			4th			55


																		Based on the staff schedule provided, 3 students were worked with during this period, to include 2 Federally Connected Student															Benefits			$   1,239.07


																								18





																																	Total for Newmann			$   2,924.31


																		[17]			6th			55


																		Based on the staff schedule provided, 3 students were worked with during this period, to include 2 Federally Connected Student


																								18








																					Total minutes Ms. Thoroughhman spends with [17]			37





																					Daily Totals			140


																		Payroll breakdown


																		Hourly			$22.55


																		Per minute			$0.38


																		Daily pay			$52.62


																		She worked 190 days (per contract)


																		190 days payroll			$   9,997.17





																		Total pay from code 24			$   27,116.38


																		Total benefits from code 24			$   16,048.23


																		Percentage of benefits			59.2%





																		Benefits			$   5,916.60





																		Total for Thorougman			$   15,913.77
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SCHEDULE OF FEDERAL AWARD FINDINGS AND  



QUESTIONED COSTS 



North Kitsap School District No. 400 
September 1, 2018 through August 31, 2019 



 



2019-001 The District did not have adequate internal controls to ensure 
compliance with federal Impact Aid program cost principles. 



CFDA Number and Title: 84.041 – Impact Aid 
Federal Grantor Name: U.S. Department of Education 
Federal Award/Contract Number: N/A 
Pass-through Entity Name: N/A 
Pass-through Award/Contract 
Number: 



 
N/A 



Questioned Cost Amount: $61,101 
 



Description of Condition 
The objective of the Impact Aid program is to provide financial assistance to local 
educational agencies whose local revenues or enrollments are adversely affected by 
federal activities. These activities include the federal acquisition of real property or 
the presence of children residing on tax-exempt federal property or residing with a 
parent employed on tax-exempt federal property (“federally connected” children). 
Payments are made based on the number of federally connected children reported 
on an annual application, with additional funds provided for certain federally 
connected children with disabilities. During the 2018-19 school year, the District 
received $1,411,842 in Impact Aid funds. Of this amount, it received $195,566 for 
federally connected children with disabilities. 



Much of the funding received was not subject to allowable costs/cost principles 
requirement. However, those requirements are applicable to the funding it receives 
for federally connected children with disabilities to conduct programs or projects 
for the free appropriate public education of the federally connected children with 
disabilities who generated those funds.  



The District used the funding received for federally connected children with 
disabilities to pay the salaries and benefits of special education staff. Of the total 
$195,566 in payroll costs, the District posted a journal entry to transfer $82,189 in 











 
costs from the Federal Special Education program to the Impact Aid program. We 
reviewed the payroll transactions to determine if the District supported salaries and 
benefits charged to Impact Aid with adequate time and effort documentation as 
required by federal regulations. The District provided time-and-effort 
documentation to show staff worked with children with disabilities but did not show 
that those students were federally connected.  



Federal regulations require recipients of federal funds to establish and follow 
internal controls to ensure compliance with program requirements. These controls 
include understanding grant requirements and monitoring the effectiveness of 
program controls. We found the District’s internal controls were not adequate to 
ensure compliance with the allowable costs principles applicable to funding 
received to support federally connected special education students. We consider 
this deficiency in internal controls to be a significant deficiency.  



This issue was not reported as a finding in the prior audit.  



Cause of Condition 
District staff were aware of time-and-effort requirements and thought the 
time-and-effort documentation used in the Federal Special Education program 
would be sufficient to meet Impact Aid program requirements. Staff were not aware 
that when it charged the payroll costs to the Impact Aid program, the 
time-and-effort documentation must demonstrate the charged costs served only 
federally connected children with disabilities. 



Effect of Condition and Questioned Costs 
Although the District did not have adequate time-and-effort documentation for the 
$82,189 in payroll costs charged to the Impact Aid program, the District provided 
alternative documentation to show special education staff worked with federally 
connected children with disabilities, supporting payroll costs of $21,088. The 
District did not provide support that staff worked with federally connected students 
for the remaining $61,101 in payroll costs. Therefore, we are questioning these 
costs. The District’s noncompliance with grant requirements could jeopardize 
future federal funding and might require it to return federal funds to the grantor. 



Recommendation 
We recommend the District establish and follow adequate internal controls and 
monitoring to ensure it complies with all federal compliance requirements for its 
Impact Aid grant. This includes obtaining adequate time-and-effort documentation 
to support staff worked with federally connected children with disabilities.   











 
District’s Response 
North Kitsap School District personnel in the Special Education Department and 
the Business Department did not fully understand the requirements for 
documentation of the Federal Impact Aid funding for federally connected special 
education children. Thus the documentation to connect expenditures using a 
detailed account code string to specific federally connected children was not 
completed.  However, regardless of the insufficient documentation, the North 
Kitsap School District incurred more total expenditures for Special Education 
Children, including federally connected children, far in excess of the revenues 
received from all state and federal sources.  Local levy revenues of $1,292,388 were 
used to supplement Special Education revenues from state and federal sources. 
While the Federal Impact Aid revenues received does not have all the 
documentation required, the federal revenues were utilized to support the Special 
Education needs of the federally connected Special Education children. 



Auditor’s Remarks 
We appreciate the District’s commitment to resolve the finding and thank the 
District for its cooperation and assistance during the audit. We will review the 
corrective action taken during the next regular audit. 



Applicable Laws and Regulations 
The American Institute of Certified Public Accountants defines significant 
deficiencies and material weaknesses in its Codification of Statements on Audition 
Standards, section 935, Compliance Audits, paragraph 11. 



Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative 
Requirements, Cost Principles, and Audit Requirements for Federal Awards 
(Uniform Guidance), section 516, Audit findings, establishes reporting 
requirements for audit findings. 



Title 2 CFR Part 200, Uniform Guidance, section 303 Internal controls, establishes 
internal control requirements for management of Federal awards to non-Federal 
entities. 



Title 2 CFR Part 200 Uniform Guidance, Subpart E, Cost Principles,  – establishes 
requirements for determining allowable costs and supporting costs allocated to 
federal programs.    



Office   of   Superintendent   of   Public   Instruction   (OSPI)   Addendum   to 
Bulletin 048-17, Federal Fiscal Policy, establishes requirements for documenting 
time-and-effort for employees that work in federal programs. 








			SCHEDULE OF FEDERAL AWARD FINDINGS AND  QUESTIONED COSTS









LOR Summary.xlsx

AC


			Accountability audit issues evaluation


			Purpose:			 To document the consideration and determination of the level of reporting for audit issues.


			Instructions:			Complete this form for each audit issue to determine the appropriate level of reporting.  Apply the Reporting Level Matrix for general guidance															Reporting Level Matrix 





						Where appropriate combine issues, considering the type of activities and the root of the issues. For example if we audited 3 departments and note cash receipting issues in each department, we should consider combining the issues as it indicates an entity-wide weakness.


						Once the team has determined the proposed level of reporting, notify the related program manager for approval. 															(the current list is on the Subject Matter Specialist page)





			Reminders:			When issues are identified, auditors should also consider the need to reassess planning and control risk conclusions based on new information and determine whether additional testing is necessary to determine the effect and ensure evidence is sufficient to support our report.


						Some IT related information is protected by Public Request Exemption RCW 42.56.420 for cyber security purposes.  Auditors must include this statement in workpapers and Recommendation Headers:  Limited Distribution – Confidential SAO Information, May Be Protected Under RCW 42.56.420. 





			Expectations: 			The LOR  summary should be completed for all issues. Information in LOR summary needs to include sufficient perspective for the reviewer/approver to evaluate the proposed LOR.


						Teams need to ensure audit documentation clearly supports the issues documented  in the LOR summary. If unsure as to whether sufficient work has been performed to determine the significance of the issue, work with AAM/AM.


						When determining the level of reporting, staff are required to consider the Reporting Level Matrix.												Reporting Level Matrix 


						Prior to submission for review/approval of the Program Manager the audit team is responsible for:


									Filling-out the LOR form, including the proposed level of reporting. 


									The Team AAM and AM complete a team level review and discussion of the audit documentations and LOR summary.





			TM Issue #(s)


Scott Deviney: Relate the deficiency evaluation to TM issue #(s) for the issue or aggregated issues evaluated			Audit Area			Description of Control Deficiency(ies) or non-compliance			Cause(s) 


DeViney, Scott (SAO): Cause is why did the condition occur? Because - usually tied to something missing from the control - did not do, did not know to do, was not aware of something… etc. 			What’s at risk


Meyer, Renee (SAO): Perspective: what dollars are associated with the control (ie total credit card charges) or # of transactions. Consider the driver of the activity			Actual Effects			History  & prior reporting level			Criteria			Notes or other relevant info & initial auditee response			Team LOR suggestion			Approvals


			ISS.1			Restricted Funds			The District does not have adequate internal controls in place to ensure Professional Learning expenditures are adequately supported to ensure they meet state requirements. 			District staff did not appear to be aware of documentation requirements or the need to ensure compliance. The District has four professional learning days each school year and it is "assumed" staff attend at least one of those; there is no control in place to actually confirm staff charged to Activity 34 actually attended a Professional Learning day. 			The District received $152,019.96 in professional learning revenue from the state and spent $206,148.83 on Professional Learning (activity 34) 			Of 15 staff selected for testing, the District was only able to provide support that nine of those staff members attended one of the professional learning days. 			N/A this is a new requirement			RCW 28A.150.415
RCW 28A.415.430, 28A.415.432, and 28A.415.434.
 			While the District has no process in place to ensure staff have actually attended one of the four professional learning days and support is adequate, it is reasonable it is reasonable to assume many of the staff did attend at least one of the four professional learning days so we do not consider this to be a significant risk. 			Exit Item			Approved by Audit Manager, Carol Ehlinger 05/11/2020 and Program Manager, Cheryl Thresher 05/12/2020

















			Conclusion: We have documented our consideration and determination of level of reporting for accountability audit issues.








http://saosp/GeneralInfo/AuditorRefGuide/Pages/Subject-Matter-Experts.aspx


AC Group Purch Flowchart
























































































































































In determining significance/materiality of issues identified, consider who should know about the issue? 



Did the entity purchase anything above their competitive bid threshold through piggy-backing?


Use the following decision tree to help determine level of reporting for contract piggybacking control deficiencies and identified non-compliance.  Check with your supervisor if you're unsure about judgements about significance  or for difficult or unusual circumstances.


“Piggybacking” refers to one local government making purchases from contracts awarded by another government or group of governments via an interlocal agreement or contract. Piggybacking is a convenient way to procure goods or services. However, our Office has seen an increasing number of local governments use this alternative method without completing the process properly. National purchasing cooperatives are becoming more widely used, and many of these are based in other states where the laws do not align with Washington law.

The key to maintaining compliance when procuring through piggybacking is to ensure your local government’s own bidding requirements are still met. State law (RCW 39.34.030), which allows for piggybacking, does not relieve any public agency of any obligation or responsibility with respect to purchasing, except for the notice of bids or advertising requirements. As long as the lead agency satisfies its own requirements for advertising and posts the solicitation on the internet, the piggybacking government’s advertising requirements are considered met.

Exercise care when procuring public works projects through piggybacking. In this case, the lead agency’s project and the piggybacking government’s project must be essentially the same. Both governments’ bid specifications should be very specific and include the same type of labor and materials. We would expect the only differences to be quantities purchased.

Our audits will focus on the controls the piggybacking government has to ensure its own bidding requirements were met, and demonstrate your own bid laws were satisfied by the lead government.

-June 2017 Audit Connection Article


Is there evidence of competitive bidding? 


Yes


No


Items to consider: Did the entity ensure during the procurement process that the vendor followed WA statutes on competitive bidding? Was documentation requested and retained during the decision process to verify the piggybacked contract followed WA statutes? Did the District consult with their attorney before letting the contract? Did the entity consider if federal awards funds were used for the purchase? If so, are federal requirements more restrictive than state or local requirements? If so, did the entity follow federal requirements?



Yes


No


Magnitude of non-compliance in current audit period? (See Note 1)



Was non-compliance found? If so, what is the magnitude of non-compliance in current audit period? (See Note 1)


Less than significant 


Significant/Material



Exit or Verbal


Management Letter


Less than significant 


Significant/
Material



Finding


Management Letter or Exit


No


In compliance, no reporting necessary


Remember: Decision to be made with Program Manager Involvement


Remember: Decision to be made with Program Manager Involvement


See Audit Policy 2310 and the Reporting Level Matrix for factors to consider


http://shp.sao-nt.wa.gov/GeneralInfo/AuditorRefGuide/APM/Pol-2310.docxSee Audit Policy 2310 and the Reporting Level Matrix for factors to consider


http://shp.sao-nt.wa.gov/GeneralInfo/AuditorRefGuide/Documents/Reporting%20level%20matrix%20-%204.9.15.docxIn compliance, no reporting necessary


Note 1:  When considering the magnitude of non-compliance, the auditor should not only consider the decisions made prior to procuring the item but also to what transpired after the procurement was made.

For example, if the entity self-identified the non-compliance after completing the purchase and took steps improve their procurement procedures going forward to prevent future non-compliance, the auditor should consider this in their LOR rationale. Such consideration may result in a lower level of reporting.






AC Sole Source Flowchart








FS


			Financial statement audit issues evaluation


			Purpose: 			To document the evaluation and determination of the level of reporting for financial audit control deficiencies, individually and in aggregate.





			Instructions:			Complete this form for each financial statement control deficiency (or related set of deficiencies) to determine the appropriate level of reporting.  


						Where appropriate combine issues for aggregate evaluation, considering both the root cause and the effect of misstatements. 


						For example if we identify 3 control deficiencies that cause capital asset misstatements, or 4 deficiencies that have a common root cause, we should consider issues in the aggregate.


						See AU-C 265.09-12 and .A5-A14 for criteria of profession standards for significant deficiencies and material weaknesses (which would be reported as findings under GAGAS 4.19-29)


						Evaluation steps are summarized in "FS Flowchart" tab									FS Flowchart


						Given the nature and complexity of financial statement related issues, staff should work with their supervisor and AM to determine the Team proposed level of reporting.


						Once the team has determined the proposed level of reporting, notify the team's Assistant Director for approval.																		(the current list is on the Subject Matter Specialist page)





			Reminder:			When issues are identified, auditors should also reassess planning and control risk conclusions based on new information


						and determine whether additional testing is necessary to determine the effect and ensure evidence is sufficient to support our report.





			Expectations: 			The LOR  summary should be completed for all issues. Information in LOR summary needs to include sufficient perspective for the reviewer/approver to evaluate the proposed LOR.


						Teams need to ensure audit documentation clearly supports the issues documented  in the LOR summary. If unsure as to whether sufficient work has been performed to determine the significance of the issue, work with AAM/AM.


						When determining the level of reporting, staff are required to consider the FS Flowchart.												FS Flowchart


						Prior to submission for review/approval of the Assistant Director the audit team is responsible for:


												 Filling-out the LOR form, including the proposed level of reporting. 


												The Team AAM and AM complete a team level review and discussion of the audit documentations and LOR summary.





			TM Issue #(s)


Scott Deviney: Relate the deficiency evaluation to TM issue #(s) for the issue or aggregated issues evaluated			Brief description of Control Deficiency(ies)


Pritchard, Brandi (SAO): Should list the deficiency that caused (or could have caused) a FS error. This column should NOT just list the errors.			Cause(s)


DeViney, Scott (SAO): Cause is why did the condition occur? Because - usually tied to something missing from the control - did not do, did not know to do, was not aware of something… etc. 			What’s at risk


Meyer, Renee (SAO): Perspective: describe the population(s) affected by the control deficiency (line items, activity or disclosures).  Give perspective in terms of the amount of dollars associated with the control  or # of transactions.			Actual Effect(s)


Scott Deviney: Describe all known and likely misstatements identified on the Aggregation of Misstatements spreadsheet that the weakness caused or contributed to.			Reasonably possible potential effects


Scott Deviney: Auditor estimate of likelihood and magnitude of potential misstatements due to control deficiency.  The estimate is of the POTENTIAL SEVERITY of the CURRENT DEFICIENCY identified in the period under audit.

In estimating likelihood, consider:
"Reasonably possible" is defined in AU-C 265.07 as a chance that "is more than remote" but does not provide precise statistical definitions.  In other words, is it easy to imagine a misstatement occuring at least once in the foreseeable future (reasonably possible) or difficult to imagine (remote)?  For situations that can be quantified, a reasonable rule of thumb is to consider a misstatement reasonably possible if there is a 25% or greater probability for misstatement occurring at least once over a 5 year period.  Actual misstatements indicate that misstatements of at least that size are reasonably possible.

The auditor's estimate considers the underlying cause of misstatements compared to current and expected activity.  For example, general deficiencies in identifying, planning for and implementing a new GASB or accounting for a new activity or transaction would normally not be considered a one-time event, since new GASBs and new activities or transactions are expected to be regularly encountered. In contrast, if the deficiency is related to a faulty interpretation or conclusion where the government had otherwise had sufficient identification and research controls in place, the deficiency may be considered to be isolated to the particular event or transaction.

In estimating potential magnitude, consider:
* Potential quantitative range of activity subject to the deficiency

* Potential quantitative range of misstatement within that activity, considering the nature of the deficiency and any compensating controls including effect of entity-wide elements and controls applied during financial statement preparation.

* Any accumulating or compounding effects of the misstatement over time 

* Qualitative factors relating to a misstatement's impact on fair presentation, as listed in the Aggregation of Misstatements step in TM.  Based on our experience with government officials, SAO believes this list of qualitative factors reflects those that would be considered by a prudent official (meeting the requirement of AU-C 265.10 to consider whether a prudent official would agree that a deficiency is not a material weakness).

Use the following definitions:
Material = reasonably possible misstatements would likely be material in one or more years (opinion modification anticipated if not prevented or corrected)

Significant = reasonably possible misstatements would likley approach materiality such that serious consideration of qualitative factors would be necessary in one or more years

Insignificant = likelihood of misstatements is remote, or reasonably possible misstatements would likely be insignificant			History & prior reporting level			Notes or other relevant info


Scott Deviney: Relevant info may include:

* Details on current period misstatements or the auditor's estimates on future likelihood and magnitude

* Notes regarding cause or criteria

* Brief descriptions of relevant compensating controls, or any relevant strengths or deficiencies in entity-wide elements or financial statement preparation

* Management's initial response (whether there is any substantial disagreement over facts or severity, see AU-C 265.A2)

* Any outstanding uncertainities or research needed			Team LOR suggestion


Scott Deviney: If more than one line (more than one deficiency) combine together to create a combination of deficiences meeting the SD or MW criteria below, you can either merge cells in this column to indicate which items will combine together, or otherwise indicate which lines combine together

Material weakness is defined by AU-C 265 as "a deficiency or combination of deficiencies in internal control over financial reporting such that there is a reasonable possibility that a material misstatement will not be prevented, or detected and corrected in a timely manner."

Significant deficiency is defined by AU-C 265 as "a deficienicy or combination of deficiencies less severe than a material weakness yet important enough to merit the attention of those charged with governance".  As a matter of practice, SAO presumes that a deficiency with a reasonable possibility of leading to a significant misstatement would merit the attention of the governing body and would be needed by a prudent official to carry out oversight of financial reporting.			Approvals




















			Conclusion: We have documented our consideration and determination of level of reporting for financial audit issues.








http://saosp/GeneralInfo/AuditorRefGuide/Pages/Subject-Matter-Experts.aspx


FS Flowchart






































Financial Statement Control Deficiency Evaluation
Use the following decision tree to help determine level of reporting for financial statement control deficiencies.  Check with your supervisor if you're unsure about judgements about significance  or for difficult or unusual circumstances.


Identify Control Deficiency



Magnitude of misstatements in current audit period?


Material


Less than material, but still significant


Less than significant or 
no misstatement


Material Weakness



Presume a material misstatement is reasonably possible


Presume at least a significant misstatement is  reasonably possible


Estimate likelihood of a significant or material misstatement


Material misstatement is reasonably possible


Less than material, but still significant misstatement is reasonably possible


Less than significant


Estimate likelihood of a significant or material misstatement


Material misstatement is reasonably possible


Less than material, but still significant misstatement is reasonably possible


Material Weakness



Significant Deficiency



Could it be worse?


Could it be worse?


Material Weakness



Significant Deficiency



ML, Exit or Verbal



See Audit Policy 2310 and the Reporting Level Matrix for factors to consider


http://shp.sao-nt.wa.gov/GeneralInfo/AuditorRefGuide/APM/Pol-2310.docxWhen estimating potential for misstatement, consider:
* Maximum possible misstatement given nature of 
    balance and deficiency
* Expected range of activity and variances
* Strength of compensating controls
* Other factors listed in AU-C 265.A6-A8


Our conclusion is not on how big the actual misstatement was (which is the subject of our opinion), but on how big it could have been (that is, the potential for misstatement).  AU-C 265.A5


Actual occurence demonstrates that a misstatement of at least that magnitude is reasonably possible.  AU-C 265.A5, A11


How large were actual misstatements allowed by the weakness?
AU-C 265.A5





SA


			Federal internal control and compliance evaluation


			Purpose: To document the consideration and determination of the level of reporting for audit issues.


																								SA Decision Matrix IC Def


			Instructions:			Complete this form for each audit issue to determine the appropriate level of reporting.  Click on the matrices for guidance ---->																		Reporting Level Matrix 


						Where appropriate combine issues, considering the type of activities and the root of the issues. For example, if separate issues are identified for cash management and reporting, we should consider combining the issues if the situation indicates an associated weakness.


						Once the team has determined the proposed level of reporting, notify the related program manager for approval. 																		(the current list is on the Subject Matter Specialist page)





			Reminder: 			When issues are identified, auditors should also consider the need to reassess planning and control risk conclusions based on new information and determine whether additional testing is necessary to determine the effect and ensure evidence is sufficient to support our report.


			Expectations: 			The LOR  summary should be completed for all issues. Information in LOR summary needs to include sufficient perspective for the reviewer/approver to evaluate the proposed LOR.


						Teams need to ensure audit documentation clearly supports the issues documented  in the LOR summary. If unsure as to whether sufficient work has been performed to determine the significance of the issue, work with AAM/AM.


						When determining the level of reporting, staff are required to consider the Reporting Level Matrix.															Reporting Level Matrix 


						Prior to submission for review/approval of the Program Manager the audit team is responsible for:


												 Filling-out the LOR form, including the proposed level of reporting. 


												The Team AAM and AM complete a team level review and discussion of the audit documentations and LOR summary.





			TM Issue #(s)


Scott Deviney: Relate the deficiency evaluation to TM issue #(s) for the issue or aggregated issues evaluated			CFDA


Woelfle, Scott (SAO): Enter the CFDA number of the program or cluster.			Total program expenditures


Bernard, Thomas (SAO): Enter the total annual  expenditures from the program or cluster.
			Compliance  Area


Woelfle, Scott (SAO): Woelfle, Scott (SAO):
The answer in this field is one of the 12 compliance requirements.

Additionally, if the issue relates to Special Tests and Provisions, identify which one is involved.			Final Control Risk Assessment and Rationale


DenAdel, Felicia (SAO): Document the Final Control Risk Assessment (LOW/HIGH) and describe how you arrived at that decision (rationale)
			Internal Control
 or 
I/C and Compliance Issue?


Bernard, Thomas (SAO): "Compliance Only" issues can happen but are very rare. 

If applicable, describe in the "Notes or other relevant information…" why the audit team concluded a control deficiency did not exist or a control deficiency existed but did not rise to the level of a significant deficiency.			Description of Condition 


Bernard, Thomas (SAO): What is broken/what happened? Describe what went wrong. A control failed, was not designed properly, was not implemented correctly, no monitoring to ensure controls were operating effectively, etc.

If issue is compliance only, then explain (or reference WP explanation) why there is no control deficiency.			Cause(s) 


Bernard, Thomas (SAO): Why is it broken/How did the condition occur? Because...usually tied to something missing from the control, something they did not do, did not know to do, was not aware of… etc.			Actual Effect(s)


Bernard, Thomas (SAO): Detail the impact of the condition and questioned costs, as applicable. 

Include the number of items identified along with the dollar amount of cost spent, as applicable.			Known Questioned Costs / Noncompliance


Woelfle, Scott (SAO): 2 CFR §200.516 states that the auditor must write a finding when known and/or  likely questioned costs exceed $25,000.  The auditor must also write a finding if questioned costs of that amount are identified for a program that's not a major program.

(3) ...Known questioned costs are those specifically identified by the auditor.  In evaluating the effect of questioned costs on the opinion on compliance, the auditor considers the best estimate 
of total costs questioned (likely questioned costs), not just 
the questioned costs specifically identified (known questioned 
costs).  

The auditor must also report known questioned costs 
when likely questioned costs are greater than $25,000 for a type 
of compliance requirement for a major program. In reporting 
questioned costs, the auditor must include information to 
provide proper perspective for judging the prevalence and 
consequences of the questioned costs.

(The last phrase means including information on the population, sample size and number of errors or noncompliance in a finding.)			Total Likely 
Questioned Costs


Woelfle, Scott (SAO): Likely questioned costs represents the projection of noncompliance to the entire population sampled.

2 CFR §200.516 states:
 (3) ... Known  questioned costs are those specifically identified by the  auditor.  In evaluating the effect of questioned costs on the  opinion on compliance, the auditor considers the best estimate of total costs questioned (likely questioned costs), not just the questioned costs specifically identified (known questioned costs). 

 The auditor must also report known questioned costs  when likely questioned costs are greater than $25,000 for a type  of compliance requirement for a major program. In reporting  questioned costs, the auditor must include information to  provide proper perspective for judging the prevalence and  consequences of the questioned costs.

(The last phrase means including information on the population, sample size and number of errors or noncompliance in a finding.)			Likelihood of non-compliance


Woelfle, Scott (SAO): Likelihood:  If an instance of noncompliance has been identified, the likelihood of noncompliance is reasonably possible (it happened).			Magnitude of Potential noncompliance


Woelfle, Scott (SAO): Magnitude: evaluating the potential magnitude of noncompliance depends on it's nature.  It can be based on the estimated rate or percentage of times it will likely occur; or as a percent of program expenditures it could affect; or percent of the population subject to the particular compliance requirement (e.g. number of particular transactions, contracts, reports, subrecipients, etc.).

In determining the magnitude of potential noncompliance, consider:
* Potential quantitative range of activity subject to the deficiency

* Potential quantitative range of noncompliance within that activity, considering the nature of the deficiency and any compensating controls including effect of entity-wide COSO elements.

* Any accumulating or compounding effects of noncompliance over time 

* Whether noncompliance resulted in questioned costs.

* Qualitative factors such as whether the noncompliance was intentional or a mistake, and whether it related to a fundamental or obvious compliance requirement or a nuance or interpretation, etc.

Use the I/C decision matrix to assess the significance of noncompliance using following definitions:

Material = noncompliance met or exceeded a material level, or non-compliance would likely rise to a material level in one or more years (Very rare)

Less than material= Noncompliance did not rise to a material level; or noncompliance would likely be immaterial.
			Quantitative materiality threshold (if applicable)


Woelfle, Scott (SAO): Include an amount if the control deficiency relates to an item of cost.  

This column does not need to be completed if the compliance requirement relates to a non-cash item (e.g. reporting, suspension and debarment, other Special Test compliance areas)			Control Deficiency, Significant Deficiency, or Material Weakness?


Woelfle, Scott (SAO): Use the control deficiency matrix and notes to classify this control weakness as it relates to the compliance requirement.  

If the control deficiency, individually or when aggregated with other deficiencies affecting the same compliance area, is considered a significant deficiency or a material weakness, then a finding must be included in the audit report.

The classification in this column should be consistent with the reporting level proposed in the column to the right.			Prior audit issue? 
(If so, how was it reported?)			Criteria 


Woelfle, Scott (SAO): Criteria could be a grant agreement provision or a reference to a particular item in the law or grant guidance (e.g. Uniform Guidance).			Notes or other relevant info about this issue, such as initial auditee response or technical support received


DenAdel, Felicia (SAO): Including whether technical assistance was sought from the Single Audit Specialist and/or awarding agency
			Team LOR suggestion


Woelfle, Scott (SAO): Reminder: A finding must be written if known and/or likely questioned costs exceed $25,000.			Approvals


Bernard, Thomas (SAO): IMPORTANT: Please complete all team level reviews of this LOR prior to submittal to Program Manager for review.


			


Scott Deviney: Relate the deficiency evaluation to TM issue #(s) for the issue or aggregated issues evaluated			


Woelfle, Scott (SAO): Enter the CFDA number of the program or cluster.			


Bernard, Thomas (SAO): Enter the total annual  expenditures from the program or cluster.
			


Woelfle, Scott (SAO): Woelfle, Scott (SAO):
The answer in this field is one of the 12 compliance requirements.

Additionally, if the issue relates to Special Tests and Provisions, identify which one is involved.			


DenAdel, Felicia (SAO): Document the Final Control Risk Assessment (LOW/HIGH) and describe how you arrived at that decision (rationale)
			


Bernard, Thomas (SAO): "Compliance Only" issues can happen but are very rare. 

If applicable, describe in the "Notes or other relevant information…" why the audit team concluded a control deficiency did not exist or a control deficiency existed but did not rise to the level of a significant deficiency.			


Bernard, Thomas (SAO): What is broken/what happened? Describe what went wrong. A control failed, was not designed properly, was not implemented correctly, no monitoring to ensure controls were operating effectively, etc.

If issue is compliance only, then explain (or reference WP explanation) why there is no control deficiency.			


Bernard, Thomas (SAO): Why is it broken/How did the condition occur? Because...usually tied to something missing from the control, something they did not do, did not know to do, was not aware of… etc.			


Bernard, Thomas (SAO): Detail the impact of the condition and questioned costs, as applicable. 

Include the number of items identified along with the dollar amount of cost spent, as applicable.			


Woelfle, Scott (SAO): 2 CFR §200.516 states that the auditor must write a finding when known and/or  likely questioned costs exceed $25,000.  The auditor must also write a finding if questioned costs of that amount are identified for a program that's not a major program.

(3) ...Known questioned costs are those specifically identified by the auditor.  In evaluating the effect of questioned costs on the opinion on compliance, the auditor considers the best estimate 
of total costs questioned (likely questioned costs), not just 
the questioned costs specifically identified (known questioned 
costs).  

The auditor must also report known questioned costs 
when likely questioned costs are greater than $25,000 for a type 
of compliance requirement for a major program. In reporting 
questioned costs, the auditor must include information to 
provide proper perspective for judging the prevalence and 
consequences of the questioned costs.

(The last phrase means including information on the population, sample size and number of errors or noncompliance in a finding.)			


Woelfle, Scott (SAO): Likely questioned costs represents the projection of noncompliance to the entire population sampled.

2 CFR §200.516 states:
 (3) ... Known  questioned costs are those specifically identified by the  auditor.  In evaluating the effect of questioned costs on the  opinion on compliance, the auditor considers the best estimate of total costs questioned (likely questioned costs), not just the questioned costs specifically identified (known questioned costs). 

 The auditor must also report known questioned costs  when likely questioned costs are greater than $25,000 for a type  of compliance requirement for a major program. In reporting  questioned costs, the auditor must include information to  provide proper perspective for judging the prevalence and  consequences of the questioned costs.

(The last phrase means including information on the population, sample size and number of errors or noncompliance in a finding.)			


Woelfle, Scott (SAO): Likelihood:  If an instance of noncompliance has been identified, the likelihood of noncompliance is reasonably possible (it happened).			


Woelfle, Scott (SAO): Magnitude: evaluating the potential magnitude of noncompliance depends on it's nature.  It can be based on the estimated rate or percentage of times it will likely occur; or as a percent of program expenditures it could affect; or percent of the population subject to the particular compliance requirement (e.g. number of particular transactions, contracts, reports, subrecipients, etc.).

In determining the magnitude of potential noncompliance, consider:
* Potential quantitative range of activity subject to the deficiency

* Potential quantitative range of noncompliance within that activity, considering the nature of the deficiency and any compensating controls including effect of entity-wide COSO elements.

* Any accumulating or compounding effects of noncompliance over time 

* Whether noncompliance resulted in questioned costs.

* Qualitative factors such as whether the noncompliance was intentional or a mistake, and whether it related to a fundamental or obvious compliance requirement or a nuance or interpretation, etc.

Use the I/C decision matrix to assess the significance of noncompliance using following definitions:

Material = noncompliance met or exceeded a material level, or non-compliance would likely rise to a material level in one or more years (Very rare)

Less than material= Noncompliance did not rise to a material level; or noncompliance would likely be immaterial.
			


Woelfle, Scott (SAO): Include an amount if the control deficiency relates to an item of cost.  

This column does not need to be completed if the compliance requirement relates to a non-cash item (e.g. reporting, suspension and debarment, other Special Test compliance areas)			


Woelfle, Scott (SAO): Use the control deficiency matrix and notes to classify this control weakness as it relates to the compliance requirement.  

If the control deficiency, individually or when aggregated with other deficiencies affecting the same compliance area, is considered a significant deficiency or a material weakness, then a finding must be included in the audit report.

The classification in this column should be consistent with the reporting level proposed in the column to the right.			ISS.2			84.041			$1,411,842			Allowable Costs/Cost Principles			High; The District does not have adequate internal controls to ensure compliance with time and effort requirements.			Internal Control and Compliance			The District completed journal entry 18-0722 moving $82,189.38 in salary and benefit costs from federal special education (Program 24) to federal impact aid (Program 29). No specific costs were moved for a specific staff member. The District was unable to provide time and effort documentation for Program 29 for any of the staff charged to the specific program code the costs were moved from (specifically Program 2436). The District could provide time and effort for Program 24 (indicating the staff worked with Special Education students) but not Program 29 (so does not indicate students worked with were Federally Connected). 			Based on discussions with the District, the noncompliance occurred because Finance Department staff were not aware of requirements and thought program 24 time and effort would be sufficient since it shows staff worked with Special Education students. They did not realize support would also need to show these students were federally connected as well.			We identified $82,189 in salary and benefit costs the District is unable to provide time and effort support for. 			$61,101 - Although the journal entry moving costs totaled $82,129 and no time and effort was available, the District was able to provide support to show some staff worked with federally connected students to reduce questioned  costs.			0			Reasonably Possible			Less than Material			141,184			Significant Deficiency			No			2 CFR 200, Subpart E - (2 CFR §200.403(g)			We reviewed support and calculations to reduce questioned costs with Single Audit Specialist, Felicia Den Adel. 			internal control and compliance finding			Approved by Audit Manger, Carol Ehlinger 06/18/2020 and Program Manager, Alisha Shaw 06/22/2020

















			Conclusion: We have documented our consideration and determination of level of reporting for single audit issues.








http://saosp/GeneralInfo/AuditorRefGuide/Pages/Subject-Matter-Experts.aspxhttp://saosp/GeneralInfo/AuditorRefGuide/PG/Single%20Audits%20under%20Uniform%20Guidance.docx


SA IC Matrix


			Decision Matrix for Single Audit Internal Control Deficiencies


			Likelihood of Noncompliance			Magnitude of Potential Noncompliance


						Less than Material			Material


			Remote			Control deficiency

(Control risk is LOW)			Control deficiency

(Control risk is LOW)








			More than Remote 

(at least reasonably possible)			If the deficiency does not meet the criteria below for a significant deficiency: 

Control deficiency

(Control risk is LOW)
			Assess control risk as HIGH and report a finding
for a Material Weakness if
the control deficiency(ies) did, or could, lead to noncompliance of 10%  or more of total grant expenditures (quantitative) OR the activity (qualitative) (refer to Note 1 below)



						Assess control risk as HIGH and report a finding for a Significant Deficiency if:

(1) the control deficiency(ies) did, or could, lead to noncompliance between 5%-10% of total grant expenditures (quantitative) OR the activity (qualitative) (refer to Note 1 below), and

(2) the grantor, inspector general, and/or the public views the issue as being important and would expect corrective action to be taken.  (Refer to Note 2 below.)



			Note 1:  Control deficiencies related to compliance requirements which do not have quantitative


			values, such as reporting, may be reported as findings due to qualitative considerations (since 


			these requirements do not have an expenditure impact).  Qualitative factors may include the activity


			associated with meeting the compliance objective (e.g. non-submission of required reports).





			Note 2:  It is unlikely that the federal agency or inspector general would not expect corrective action


			to be taken for an internal control deficiency or noncompliance.

















Menus


			This tab contains the options for drop-down menus


			AC Level of Reporting


			Finding


			ML


			Exit Item


			Verbal


			FS/SA Level of Reporting


			Finding - Material weakness


			Finding - Significant deficiency


			ML


			Exit Item


			Verbal


			Potential Effects


			Material


			Significant


			Insignificant


			Issue Category


			Accounting/Financial Reporting


			Accounts Payable Disbursements                                         


			Annual Report Filing


			Apportionment (ALE)


			Apportionment (Enrollment)


			Apportionment (Staff Mix)


			Apportionment (Transportation)


			Authority


			Billings/Receivables


			Budget Compliance


			Cash Receipting


			Conflict of Interest and Ethics


			Contracts/Agreements


			Debt/Covenants


			Disposition of Property


			Donations/Fundraising


			Financial Condition


			Grants (Federal)


			Grants (State/Local)


			I-937 Energy Conservation


			I-937 Renewable Energy


			Insurance/Risk Management
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			IT Controls


			Open Public Meetings                                                  


			Other


			PA - Compliance
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			PA - Program Effectiveness


			PA - Prospective Analysis


			Payroll and Personnel                                                    


			Procurement (Bidding/Prevailing Wage)


			Purchase Cards/Procurement Cards


			Records Retention


			Restricted Funds


			Retirement Census Data


			Safeguarding of Assets/Property


			Taxes/Assessments


			Travel and Employee Reimbursements








Reporting Level Matrix











LOR workflow


			Approval workflows for Level of Reporting 


			All LORs should go through team level review prior to AD/PM review.


			AC			FS			SA			Area:			LOR Approval:


			X			X						Timely annual report filing			Manager of Local Government Support team


						X						Local team college, university  and Commission financial statement audits, and financial condition issues			Team's assigned Assistant Director in conjunction with the State Assistant Director


			X			X						Financial condition issues, even in an accountability audit			Team's assigned Assistant Director


			X			X						Risk pool/self insurance issues either on risk pool audits, or when auditing self insurance for other entity types			Risk pool/Self Insurance Program Manager


			X			X			X			IT or cybersecurity related recommendations			Assistant Director of IT Audit


			X			X			X			Recommendations caused by, allowed by, or otherwise concerning weaknesses in a common IT system			Subject area Program Manager in conjunction with Assistant Director of IT Audit


			X									All other accountability areas			Subject area Program Manager, if applicable


						X						All other local team financial statement audits			Team's assigned Assistant Director


									X			Single audit issues			Single Audit Program Manager
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APPENDIX 5: Sole Source Control Deficiency and Non-
Compliance Evaluation
Use the following decision tree (also available on the Procurement Resources page) to help determine level of

reporting for contract sole source control deficiencies and identified non-compliance. Check with your supervisor
if you're unsure about judgements about significance or for difficult or unusual circumstances.

Did the enmy pur:has.e.anﬂ.hlr‘ o e .
above their competitive bid B g
threshold through ciaiming sole JCHENE oS
source?

understanding controls

In compliance, no
reparting necessary

Items to consider: Did the entity draft legitimate specifications that
Is there evidence of can only be met by one wendor? Did the entity document that product
he entity's reasoning| | Meetings its specifications is only availablz from a specific vendor?
for clsiming sole {NOTE: brand specification is not the same as sole source) Did the
<ourea? entity consult with their attorney before letting the contract? Did the
entity consider if federal awards funds were us=d for the purchase? If
so0, are federal requirements more restrictive than state or local
requirements? If so, did the entity follow federal requirements?

| Magnitude of noa-
campliance in current
audit periad?

No

Was nea-campliance faund? If o,
what & the magnitude of non-

In determining

compliance in current sudit significance/materi
period? ) "'"7 of i“"‘f Less than Significant/
l 1 \ identified, consider significant Matrerial
who showld about
Less than Significant/ No the issue?
significant Material
Sze Audit Policy 2310 and Ses Audit Policy 2310and
the Reporting Level Matrix the Reporting Level Matrix
for factors to considzr for factors to consider
Remember:
Dedsicn to be
made with

In compliance, no

repocting necessacy

This flowchart is intended to be used by the State Auditor’s Office staff. Information presented in this document does not
represent policy or legal guidance. Guidance in this flowchart is subject to change. Effective December 2017,
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Sole Source refers to purchases (procurement of equipment, materials and/or supplies, except when in connection
with a public works project) that are clearly and legitimately limited to a single sole source of supply. Competitive
bidding requirements may be waived by the governing body for sole source. RCW 39.04.280

Sole source situations - in which there is literally only one source available for purchasing the materials, supplies
or equipment needed - should rarely occur. Entities using this exception must be able to demonstrate that the
purchase is clearly and legitimately limited to a single source such that bidding the purchase would be useless
and futile.

e The entity must be able to draft legitimate specifications that can only be met by one vendor.
e The entity must document that a product meeting its specifications is only available through a single
vendor.

e Used items may legitimately be considered a sole-source purchase. Note: All "used" equipment purchased
with full factory warranty shall be purchased as new equipment [see AGM 1998 No. 40, dated 12/1/98].

e Since statutes do not recognize local preference policies, a municipality cannot define a purchase as sole
source because there is only one vendor within its boundaries.

If a sole source exception is used, the entity should still make reasonable efforts to ensure that it is receiving the
lowest price and best terms from the vendor.

Under RCW 36.29.140, State Agencies have additional requirements through DES that must be followed.

With the exception of Port Districts and Facilities Districts, Personal Services and Purchased Services do not have
competitive requirements under state laws and regulations. However, if federal funds are used to pay for the
purchasing, federal procurement guidelines must be followed.

Please note that federal requirements and thresholds for using non-competitive or sole source justifications may
vary from state regulations. Use of federal grant funding indicates federal guidelines for procurements are followed
including for personal and purchased services.
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General Framework for Deciding Reporting Levels for Identified Audit Issues
(Applicable for financial statement, single, accountability and assessment audits, and attestation engagements where applicable) (a)

Charact Significance/Materialty of Audit ] ikely To Lead t
aracteri fgnificance/Materiality of Audi Who Should Know | Action Requested ! ikely To Lead to
Issues Identified e s Follow-Up Action | Bigger Problems
During the Audit Period (a) i Y
Reporting Level (b]
Significant deficiencies and material Management and
weaknesses in internal controls; Board
misappropriation; material abuse or Take Corrective | Follow-up nextaudit | a4y 4 pig
Findings pproprition; materal b (discussed atexit | ActiontoRemedy |  Repeat ifissue not adyat
i g conference] the lssue corrected problemt
regulations, contracts or grant Also made publicfor
agreements report users
Control deficiencies, non-compliance | Management and eolonap et audt
or abuse, but with a less-than- Governing Board Take Corrective
Management Repeat ifissue not
(ronag material effect on financial ActiontoRemedy | RePeRtiTisenot ves
statements or other issues (discussed at exit the Issue making  findin
significant to the audit objectives conference) g g
‘Management
Insignificant/immaterial control Consider during the next
: deficiencies or non-compliance as | (discussed at pre-exit audit. Evaluate if
Exit It Address the | Possibl
it tems related to the financial statements | meeting; referenced but ressthelssue | qditional reporting is ossibly
or audit objectives generally not discussed at necessary.
exit conference)
Audit enti i
Inconsequential, immaterialand | AUt entity supervisor or
department staff; maybe
isolated errors o uncertainties;
Management Something to
Verbal Comments | minor process improvements or Not followed up No
(informally Consider
observations
communicated during
the audit)

(a) For financial statement and single audits and certain attestation engagements, reporting levels are based on the issues identified/agency responses to
them at the end of the audit period. For state and local accountability audits, reporting levels also will consider agencies’ verified responses to identified
issues through the report date.

(b) Judgment factors that could come into play in deciding at what level to report an audit issue include the likelihood or magnitude of the issue, whether it
‘was intentional or accidental, whether it was systemic or isolated, management’s responsiveness in correcting issues identified in previous audits, and
uncertainty about the audit criteria. For accountability audits where we verified the agency corrected the identified issue during the audit, we should
acknowledge the issuelexisted and was corrected, and may consider reducing the level of reporting.

(Effective 4/9/15)













Major Federal Program - Local teams.xlsx

Compliance Requirements


			Review of Federal Compliance Requirements





			Program Name:			Impact Aid


			CFDA #:			84.041





			PURPOSE:           To review the compliance requirements applicable to the major program named above to determine the scope of our testing.  


			SOURCE:             Compliance supplement; inquiry with program staff; review of program expenditures; preliminary review of grant files; and auditor judgment.


			CONCLUSION:    Internal control and compliance testing will be performed on the compliance requirements identified below as being direct and material.





			NOTE:  Enter number of Special Tests and Provisions


bernetht: Review Part 4 of the Compliance Supplement to determine if there are any special tests and provisions for the program.

If the program is not included in Part 4 of the Compliance Supplement, review the grant agreement/contract to identify any applicable special provisions.  Limit the number of special provisions to those that (1) potentially could result in noncompliance and questioned costs exceeding $25,000, (2) affect a large part of the program (significant dollar amounts), and (3) could cause the granting agency to seek reimbursement for the part award or reduce future awards.   

			1





			Compliance Requirement 			Applicable?


bernetht: Review the compliance supplement to determine if the requirement is applicable to the federal program.  If there is no compliance supplement for this program, review other references such as the Catalog of Federal Domestic Assistance or federal handbook/program guidelines (on federal websites) to determine applicability.			Direct and Material?


bernetht: Even though a compliance requirement applies to the Federal program, it may not directly apply at a particular auditee, either because that auditee does not have activity subject to that type of compliance requirement or the activity could not have a material effect on a major program. 

For example, even though the Davis Bacon Act may apply to a particular federal program, it would not apply to an auditee that did not perform construction projects. 

Similarly, although an auditee may have procured a vendor contract (Procurement) for goods and services, the auditor would not be expected to test this type of compliance requirement if the auditee was involved in few purchase transactions during the audit period (i.e., Procurement is not material to the program).
			Further Explanation Needed
~  If the area is applicable, but not considered "direct and material", please explain why.


						 Yes or No			 Yes or No


			A. Activities Allowed or Unallowed			Yes			Yes			   			Per review of Voucher for Impact Aid Section 7003 Payments, 14% of Impact Aid funds are 7003(d) funds which are for federally connected children with disabilities, which activities allowed/allowable cost principles apply to. The remaining 86% of Impact Aid funds are not subject to these requirements and can be spent in the general fund. 


			B. Allowable Costs/Cost Principles			Yes			Yes			   


			C. Cash Management			No			No			   			Not applicable per the compliance supplment


			E. Eligibility			No			No			   			Not applicable per the compliance supplment


			F.Equipment & Real Property Management			No			No			   			Not applicable per the compliance supplment


			G.Matching			No			No			   			Not applicable per the compliance supplment


			G.Level of Effort			Yes			Yes			   			Supplement not supplant - per compliance supplement, this applies to 7003(d) funds for federally connected children with disabilities


			G. Earmarking			No			No			   			Not applicable per the compliance supplment


			H. Period of Performance			No			No			   			Not applicable per the compliance supplment


			I. Procurement / Suspension & Debarment


DenAdel, Felicia (SAO): DenAdel, Felicia (SAO):
see "procurement direct & material decision matrix" in the testing strategy			


bernetht: Review Part 4 of the Compliance Supplement to determine if there are any special tests and provisions for the program.

If the program is not included in Part 4 of the Compliance Supplement, review the grant agreement/contract to identify any applicable special provisions.  Limit the number of special provisions to those that (1) potentially could result in noncompliance and questioned costs exceeding $25,000, (2) affect a large part of the program (significant dollar amounts), and (3) could cause the granting agency to seek reimbursement for the part award or reduce future awards.   

			No			No			   			Not applicable per the compliance supplment


			J. Program Income			No			No			   			Not applicable per the compliance supplment


			L. Reporting			Yes			Yes			   			Special Reporting


			M. Subrecipient Monitoring			No			No			   			Not applicable per the compliance supplment


			N1. Davis-Bacon Act 


bernetht: Review Part 4 of the Compliance Supplement and section 20.001, Wage Rate Requirements Cross-Cutting section to determine if the Davis Bacon Act requirement is applicable to the program.			Yes			No			Please Explain:			Per compliance supplement, only applies to 7007 Construction funds or 7002 or 7003(b) funds spent for construction. Per review of District Vouchers for Impact Aid, we confirmed the District did not receive any 7007 or 7002 funds, but did receive 7003(b) funds.  Per discussion with Financial Services Manager, Renata Sorna, all construction expenses are paid out of the Capital Projects fund, not out of the General Fund. Per review of Vouchers for Impact Aid and accompanying Fund Transmittal forms, we confirmed all 7003(b) funds were deposited directly into the general fund. Per review of a Revenues by Fund and Detail we did not identify any transfers from the General Fund to the Capital Projects Fund. 


			N2. Special Tests & Provisions


bernetht: Review Part 4 of the Compliance Supplement to determine if there are any special tests and provisions for the program.

If the program is not included in Part 4 of the Compliance Supplement, review the grant agreement/contract to identify any applicable special provisions.  Limit the number of special provisions to those that (1) potentially could result in noncompliance and questioned costs exceeding $25,000, (2) affect a large part of the program (significant dollar amounts), and (3) could cause the granting agency to seek reimbursement for the part award or reduce future awards.   

			


bernetht: Review the compliance supplement to determine if the requirement is applicable to the federal program.  If there is no compliance supplement for this program, review other references such as the Catalog of Federal Domestic Assistance or federal handbook/program guidelines (on federal websites) to determine applicability.			


bernetht: Even though a compliance requirement applies to the Federal program, it may not directly apply at a particular auditee, either because that auditee does not have activity subject to that type of compliance requirement or the activity could not have a material effect on a major program. 

For example, even though the Davis Bacon Act may apply to a particular federal program, it would not apply to an auditee that did not perform construction projects. 

Similarly, although an auditee may have procured a vendor contract (Procurement) for goods and services, the auditor would not be expected to test this type of compliance requirement if the auditee was involved in few purchase transactions during the audit period (i.e., Procurement is not material to the program).
			Yes			Yes			   			Required level of expenditure


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   


			 									   








Audit Summary


			Federal Compliance and Internal Control Testing Summary





			Program Name:			Impact Aid


			CFDA #:			84.041





			PURPOSE:           To summarize our testing results of the major program named above.  


			SOURCE:             Major program testing audit documentation, auditor judgment.





			CONCLUSION:


			Internal Controls


			Requirements with High Control Risk			1


			Identified Significant Deficiencies			1


			Identified Material Weaknesses			0


			Compliance


			Total Questioned Costs			$   61,101


			Requirements with Material Noncompliance			0									Refer to the SA Opinion Decision Matrix tab for additional compliance opinion guidance.


			Opinion on compliance


Brad White: Monetary Considerations
Opinion modifications are made at the major program level.  If the dollar amount associated with instances of noncompliance, either for an individual compliance requirement or aggregated compliance requirements, exceeds 20% of the total program costs, we will consider modifying our opinion on compliance for the program as a whole.  This does not preclude auditors from modifying their opinion for lesser amounts.  

Non-Monetary Considerations
In addition to this monetary measure, auditors should evaluate non-monetary factors, both quantitative and qualitative, when considering whether to modify their opinion on compliance for the program. Auditors should also recognize it may be necessary to modify their opinion on compliance for scope limitations where sufficient and appropriate audit evidence could not be obtained for examination. 

Quantitative factors include the frequency of the noncompliance, with an appropriate consideration of sampling risk. Quantitative factors that may be considered immaterial include a single exception with a low risk of pervasiveness. 

Qualitative factors include (1) the nature of the noncompliance and its significance to the overall program, (2) the nature and extent of any uncertainties associated with the issue, (3) the level of public or political sensitivity, and (4) the perspective of the grantor agency as to the importance of the issue. Qualitative factors that indicate that an identified instance of noncompliance may be immaterial include (A) an exception whose nature is trivial to the compliance requirement and the overall program, (B) an issue that unavoidably involves a significant degree of subjectivity, (C) a low risk of public or political sensitivity or (D) an indication, based on the auditor’s judgment and experience, that the affected federal agency or pass-through entity would normally not need to resolve the finding or take follow-up action.  

See SA Opinion Decision Matrix tab for more information.			Unmodified			Please Explain:			We identified $82,189 in costs related to the identified noncompliance. This represents only 5.8% of total impact aid funds. Because this does not exceed 20% of total funds, it is unnecessary to consider modifying our opinion. 


			 





						Internal Controls


						Final Control Risk Assessment 


Scott Woelfle: Reminder:
The final control risk assessment includes the re-assessment of final control risk, if necessary, if exceptions are noted when compliance testing is performed.			If control risk is high, select either a significant deficiency or a material weakness, but not both.						Compliance


			Compliance Requirement 						Significant Deficiency?


bernetht: We must evaluate the materiality of all internal control weaknesses using the decision matrix.  For example, in our planning, control deficiencies that only have a remote likelihood of failing to detect noncompliance that is material do not have to be reported as a finding.  

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control over compliance with a type of compliance requirement of a federal program that is less severe than a material weakness in internal control over compliance, yet important enough to merit attention by those charged with governance.
			Material Weakness in Internal Control?


bernetht: A material weakness is a deficiency, or combination of deficiencies, in internal control over compliance such that there is more than a remote likelihood that material noncompliance with a type of compliance requirement of a federal program will not be prevented, detected, and corrected on a timely basis.  A quantitative measure of “material noncompliance” would be that aggregated instances of noncompliance (actual or potential) have an associated monetary value or effect that exceeds 10% of total program expenditures.  Note that noncompliance does not necessarily equate to questioned costs.  We often find instances of material noncompliance where we do not necessarily question the costs (e.g., suspension and debarment certifications).

In addition to the quantitative measures described above, we will also consider qualitative measures of materiality such as (1) the level of public or political sensitivity, (2) isolated exceptions with a low risk of pervasiveness, and (3) the needs and expectations of the federal agency and pass-through entity.

			Questioned Costs


bernetht: A finding must be reported for known questioned costs that are greater than $25,000 for a type of compliance requirement for a major program.  Known questioned costs are those specifically identified by the auditor.  

In evaluating the effect of questioned costs on the opinion on compliance, the auditor considers the best estimate of total costs questioned (likely questioned costs), not just the questioned costs specifically identified (known questioned costs). The auditor shall also report known questioned costs when likely questioned costs are greater than $25,000 for a type of compliance requirement for a major program. In reporting questioned costs, the auditor shall include information to provide proper perspective for judging the prevalence and consequences of the questioned costs.
			QUANTITATIVE Factors 
Related to Identified Noncompliance


bernetht: We must aggregate identified noncompliance in order to evaluate the effect of the noncompliance on the program, both individually and in the aggregate.

For purposes of evaluating the results of compliance testing, a material instance of noncompliance is a failure to comply with the federal statutes, regulations and the terms and conditions of the federal award that results in an aggregation of noncompliance (that is, the auditor's best estimate of the overall noncompliance) that is material to the affected federal program. Instances of noncompliance that may not be individually material should be assessed to determine if, in the aggregate, they could have a material effect.

			QUALITATIVE Factors 
Related to Identified Noncompliance


Strzalka, Amy (SAO): Qualitative factors may include:
--The nature of the noncompliance (such as whether it was accidental or intentional, or is part of a pattern of noncompliance)
--Whether the effect of errors are duplicating or offsetting different errors
--The degree to which the precise amount of noncompliance is objectively determinable (in contrast to determinations that unavoidably involve a degree of subjectivity such as estimates, allocations, projections or uncertainties) 
--The nature and extent of any uncertainties associated with the issue
--Known sensitivities or communications from grantors 
--The significance of noncompliance to the purpose of the program
 
			Material  Noncompliance for this Requirement?


bernetht: We must evaluate the materiality of all compliance exceptions in accordance with the threshold you established in the Single Audit Planning section.  We  generally deem an instance of noncompliance to be material if the monetary effect of the noncompliance exceeds 10% of total program expenditures.  

AICPA "Government Auditing Standards and Single Audits", section 20.10, provides the following guidance on materiality in relation to federal programs:

The auditor’s consideration of materiality in a Uniform Guidance compliance audit differs from that in an audit of the financial statements.  Materiality is affected by (a) the nature of the compliance requirements, which may or may not be quantifiable in monetary terms, (b) the nature and frequency of noncompliance identified with an appropriate consideration of sampling risk; and (c) qualitative considerations, such as the needs and expectations of federal agencies and pass-through entities. 


			Link to Audit Issue


						Low or High			 Yes or No			 Yes or No			$ Amount			$ or Activity


Strzalka, Amy (SAO): List dollars associated with the noncompliance (if monetary in nature), or frequency of identified noncompliance (if non-monetary in nature). For example, 4/12 reports, 1/3 contracts, etc.
						


bernetht: We must evaluate the materiality of all compliance exceptions in accordance with the threshold you established in the Single Audit Planning section.  We  generally deem an instance of noncompliance to be material if the monetary effect of the noncompliance exceeds 10% of total program expenditures.  

AICPA "Government Auditing Standards and Single Audits", section 20.10, provides the following guidance on materiality in relation to federal programs:

The auditor’s consideration of materiality in a Uniform Guidance compliance audit differs from that in an audit of the financial statements.  Materiality is affected by (a) the nature of the compliance requirements, which may or may not be quantifiable in monetary terms, (b) the nature and frequency of noncompliance identified with an appropriate consideration of sampling risk; and (c) qualitative considerations, such as the needs and expectations of federal agencies and pass-through entities. 


			Briefly Describe			 Yes or No			Issue Ref.


bernetht: Please hyperlink to audit issue



			A. Activities Allowed or Unallowed			Low			No			No			$   - 0			$   - 0			N/A			No			N/A			Yes


			B. Allowable Costs/Cost Principles			High			Yes			No			$   61,101			$   82,189			N/A			No						Yes


			C. Cash Management																											No


			E. Eligibility																											No


			F.Equipment & Real Property Management																											No


			G.Matching																											No


			G.Level of Effort			Low			No			No			$   - 0			$   - 0			N/A			No			N/A			Yes


			G. Earmarking																											No


			H. Period of Performance																											No


			I. Procurement / Suspension & Debarment																											No


			J. Program Income																											No


			L. Reporting			Low			No			No			$   - 0			$   - 0			N/A			No			N/A			Yes


			M. Subrecipient Monitoring																											No


			N1. Davis-Bacon Act 																											No


			N2. Special Tests & Provisions			Low			No			No			$   - 0			$   - 0			N/A			No			N/A			Yes
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SA IC Decision Matrix


			Decision Matrix for Single Audit Internal Control Deficiencies


			Likelihood of Noncompliance			Magnitude of Potential Noncompliance


						Less than Material			Material


			Remote			Control deficiency

(Control risk is LOW)			Control deficiency

(Control risk is LOW)








			More than Remote 

(at least reasonably possible)			If the deficiency does not meet the criteria below for a significant deficiency: 

Control deficiency

(Control risk is LOW)
			Assess control risk as HIGH and report a finding
for a Material Weakness if
the control deficiency(ies) did, or could, lead to noncompliance of 10%  or more of total grant expenditures (quantitative) OR the activity (qualitative) (refer to Note 1 below)



						Assess control risk as HIGH and report a finding for a Significant Deficiency if:

(1) the control deficiency(ies) did, or could, lead to noncompliance between 5%-10% of total grant expenditures (quantitative) OR the activity (qualitative) (refer to Note 1 below), and

(2) the grantor, inspector general, and/or the public views the issue as being important and would expect corrective action to be taken.  (Refer to Note 2 below.)



			Note 1:  Control deficiencies related to compliance requirements which do not have quantitative


			values, such as reporting, may be reported as findings due to qualitative considerations (since 


			these requirements do not have an expenditure impact).  Qualitative factors may include the activity


			associated with meeting the compliance objective (e.g. non-submission of required reports).





			Note 2:  It is unlikely that the federal agency or inspector general would not expect corrective action


			to be taken for an internal control deficiency or noncompliance.

















SA Opinion Decision Matrix


			Decision Matrix for Single Audit Compliance Opinion


			Nature of Matter Giving Rise to the Modification			Auditor's Professional Judgment About the Pervasiveness of the Effects or Possible Effects on the Compliance for Each Major Program									If you identify material noncompliance, please work with TAS, your team's Audit Manager and Assistant Director, and the Single Audit Program Manager to determine the appropriate compliance opinion.


						Material but not Pervasive			Material and Pervasive


			Instances of Material Noncompliance			Qualified Opinion			Adverse Opinion


			Inability to Obtain Sufficient, Appropriate Audit Evidence			Qualified Opinion			Disclaimer of Opinion


			Per single audit planning,materiality is set at 10% of program expenditures for individual compliance requirements for local governments (and 5% for the SWSA). At the major program compliance opinion level, we will consider modifying our opinion (issuing a qualified, adverse or disclaimer of opinion) where the dollar amount associated with instances of noncompliance, either for an individual compliance requirement or aggregated compliance requirements exceeds 20% of the total program costs for local governments (and 10% for the SWSA). Qualitative factors must also be considered.





			(AAG-GAS15 20.10) Materiality is affected by (a) the nature of the compliance requirements, which may or may not be quantifiable in monetary terms; (b) the nature and frequency of noncompliance identified with an appropriate consideration of sampling risk; and (c) qualitative considerations, such as the needs and expectations of federal agencies and pass-through entities.





			(AAG-GAS15 20.52) In determining whether the auditee complied with the direct and material compliance requirements in all material respects, the auditor may consider the following factors:


			·         The frequency of noncompliance with the direct and material compliance requirements identified during the compliance audit


			·         The nature of the noncompliance with the direct and material compliance requirements


			·         The adequacy of the entity's system for monitoring compliance with the direct and material compliance requirements and the possible effect of any noncompliance on the entity


			·         Whether any identified noncompliance with the direct and material compliance requirements resulted in likely questioned costs that are material to the federal program


			(AU-C 705.06, modified for SA) Pervasive is when, in the auditor's professional judgment, the noncompliance affects many compliance requirements, or represents or could represent a substantial portion of the entity's compliance. We will consider issuing an adverse opinion if we identify material noncompliance in more than two compliance requirements, or where the dollar amount associated with instances of noncompliance, either for an individual compliance requirement or aggregated compliance requirements exceeds 40% of total program expenditures (and 20% for the SWSA). Qualitative factors must also be considered. This does not prevent us from issuing an adverse opinion for lesser amounts.
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Purpose/Conclusion: 











North Kitsap School District No. 400 



Purpose: 
To determine if internal controls provide reasonable assurance that 1) Federal awards are expended only for allowable activities, 2) the costs of 
goods and services charged to Federal awards comply with the applicable cost principles, and 3) Federal awards are obligated within the 
appropriate period, and to test compliance with those requirements. 
  
Conclusion: 
We determined internal controls do not provide reasonable assurance that activities allowed/allowable cost requirements are met, and tested 
compliance with those requirements.  
Based on our testing, we identified the following control deficiencies, questioned costs, and/or noncompliance, which we carried to the 
Major Federal Program worksheet Major Federal Program - Local teams: 



•  As detailed in the ROWD, the District completed journal entry 18-0722 moving $82,189.38 in salary and benefit costs from federal special 
education (Program 24) to federal impact aid (Program 29). No specific costs were moved for a specific staff member. The District was 
unable to provide time and effort documentation for Program 29 for any of the staff charged to the specific program code the costs were 
moved from (specifically Program 2436). The District could provide time and effort for Program 24 (indicating the staff worked with 
Special Education students) but not Program 29 (so does not indicate students worked with were Federally Connected). This resulted in 
$61,101.06 in questioned costs.  



  
See LOR Summary for our evaluation of reporting level and The District did not have adequate internal controls to ensure compliance with federal Impact 
Aid program cost principles.for our recommendation.  



Record of Work Done: 
Inherent Risk of Noncompliance 
In accordance with AU-C sec. 935, we have considered inherent risk factors that apply to this compliance requirement and assess the inherent risk 
of noncompliance at LOW.  
  
Understanding of Internal Controls 
In obtaining our understanding of internal controls over compliance, we considered the five components of internal control per AU-C sec. 315 
(control environment, risk assessment, control activities, information and communication, and monitoring). See the Permanent File folder for 
additional documentation of our overall COSO evaluation. 
  
Per review of the Vouchers for Impact Aid, we determined $1,215,276 (or 86%) of the amount received by the District is 7003(b) funds or Basic 
Support payments. Per the 2019 compliance supplement, funds made available under section 7003(b) usually become part of the general 
operating fund. These funds are available as general aid for free public education and may be used for current operating expenditures or capital 
outlays in accordance with state laws. The auditor is not expected to perform any test with respect to the expenditure of these funds. Section 
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7003(b) funds are not subject to allowable cost/cost principle requirements.  
  
The remaining $196,566 (or 14%) are Section 7003(d) funds for Federally Connected Children with Disabilities payments. Per the 2019 
compliance supplement, Districts must use payments from 7003(d) funds to conduct programs or projects for the free appropriate public 
education of the federally connected children with disabilities who generated those funds. Allowable costs include expenditures reasonably related 
to the conduct of programs or projects for the free appropriate public education of children with disabilities, including program planning and 
evaluation and acquisition costs of equipment (except if the equipment would not be held by the District). Costs for school construction are not 
allowable.  
  
Per review of FAP, all costs but $362 are payroll and benefit costs. Based on this information, we determined accounts payable (A/P) controls are 
not direct and material and payroll controls are. To gain an understanding of internal controls over activities allowed/allowable costs we spoke 
with Financial Services Manager, Renata Sorna and Special Services Director, Lori Buijten.  
  
Renata explained that all revenues and expenditures for Special Education services for Impact Aid are recorded in Program 2900. Revenues and 
Expenses for program 2900 are treated in the same manner as all other Special Education program revenues/expenses. The Special Services 
Department is responsible for use and monitoring of these funds.  
  
Lori approves all Special Education Program purchases/expenses, including those in Program 2900 (SPED Impact Aid). Lori reviews all payroll 
expenditures to ensure costs are for allowable activities.   
  
Starting during the 2018-19 school year, Lisa Pruett is the Payroll Coordinator and responsible for all time and effort for the program. In the 18/19 
school year, the staff assigned to the SPED program worked on a fixed schedule and worked exclusively in the SPED program. Lisa prepares the 
semi-annual certification for Special Ed for all the classified (non-teaching) employees which are the only employees charged to the program. Lisa 
prepares the first certification for months September through January and the second one for February through June. Twice a year, she receives 
an updated list from the district payroll office detailing all staff charged to the Special Ed program. Using this list, she maintains her own list of 
Special Ed staff to ensure all staff included on the payroll report are included on her list and receive a certification. Using the list, Lisa ensures all 
staff not only receive the semi-annual certifications, but also that the staff have signed and returned the certifications. All completed certifications 
are maintained in a binder. 
  
The District relies on the Skyward Payroll module to correctly calculate gross and net pay and retain cost allocation breakdown established in the 
profile tables. If error or changes are noted during the certification process (i.e. a staff member's schedule changes), Lisa will send the updated 
information to the Payroll department so the the appropriate corrections can be done. In some instances, substitute teachers are charged to 
program, and when this is the case, they complete a daily timesheet. The timesheets are maintained at the buildings. There were no substitute 
teachers charged to the grant in the 2018/19 school year. 
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Key Controls: 
1. Payroll Expenditure Calculation: The District relies on the Skyward Payroll module to correctly calculate gross and net pay and retain cost 
allocation breakdown established in the profiles and tables.  
2. Time and Effort: To ensure appropriate time and effort is obtained from all staff charged to Program 29, twice a year, the Payroll 
Coordinator, Lisa Pruett, reviews all staff with charges to the program and compares it to her employee tracking spreadsheet. She then obtains 
the appropriate time and effort support (semi-annual or monthly) for each, tracking the documentation on her spreadsheet.  
  
Evaluation of Results: 
We did not identify any control deficiencies.  
  
Preliminary Control Risk Assessment 
Based on our understanding of key internal controls, we assess preliminary control risk at: 



Activities Allowed & Cost Principles LOW 
  
Internal Control Testing 
1. Payroll Expenditure Calculation: The District relies on the Skyward Payroll module to correctly calculate gross and net pay and 
retain cost allocation breakdown established in the profiles and tables.  



Change Management was deemed the most relevant General IT Control to impact the cost allocation and payroll calculation. This process is 
the responsibility of WSIPC and individual Districts do not have a significant impact or involvement on the process. Therefore, Change 
Management is not applicable for this District. Documentation and work performed on Change Management can be found at 
C1CentralSchools-SP19. See IT Control Testing - Skyward Payroll Calculation. 



  
2. Time and Effort: To ensure appropriate time and effort is obtained from all staff charged to Program 29, twice a year, the 
Payroll Coordinator, Lisa Pruett, reviews all staff with charges to the program and compares it to her employee tracking 
spreadsheet. She then obtains the appropriate time and effort support (semi-annual or monthly) for each, tracking the 
documentation on her spreadsheet.  



We reviewed semi-annual time and effort certifications for Stephen Kunkel and noted no exceptions. This was the only staff member included 
in Lisa's tracking that was charged to Program 29. We did not identify any other direct payroll costs charged to Program 29. However, we 
noted journal entry 18-0722 moving $82,189.38 in salary and benefit costs from federal special education (Program 24) to federal impact aid 
(Program 29). No specific costs were moved for a specific staff member. The District was unable to provide time and effort documentation for 
Program 29 for any of the staff charged to the specific program code the costs were moved from (specifically Program 2436). The District 
could provide time and effort for Program 24 (indicating the staff worked with Special Education students) but not Program 29 (so does not 
indicate students worked with were Federally Connected).  



  
Evaluation of Results: 
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We identified the following control deficiency:  
  
As detailed above, the District completed journal entry 18-0722 moving $82,189.38 in salary and benefit costs from federal special education 
(Program 24) to federal impact aid (Program 29). No specific costs were moved for a specific staff member. The District was unable to provide 
time and effort documentation for Program 29 for any of the staff charged to the specific program code the costs were moved from (specifically 
Program 2436). The District could provide time and effort for Program 24 (indicating the staff worked with Special Education students) but not 
Program 29 (so does not indicate students worked with were Federally Connected).  
  



1. Using the decision matrix (Major Federal Program - Local teams) we determined the likelihood of noncompliance is more than remote and the 
magnitude of potential noncompliance on the program as a whole is less than material. The District was unable to provide adequate 
support for $82,189.38 in impact aid charges, which is approx. 5.8% of total impact aid expenses.   



  



2. Since the control deficiency lead to noncompliance exceeding 5% of total grant expenditures, we will document our final control risk at 
HIGH. We evaluated the level of reporting at LOR Summaryand documented our recommendation at The District did not have adequate internal 
controls to ensure compliance with federal Impact Aid program cost principles.. 



Final Control Risk Assessment 
We assess final control risk at: 



Activities Allowed & Cost Principles HIGH 
  
Risk of Material Noncompliance 
We assess the risk of material noncompliance at: 



Activities Allowed & Cost Principles HIGH 
  
Compliance Testing 
A. Direct Costs 
We determined we will use a haphazard method for selecting transactions since transactions are very minimal. Costs consist of: 
  
$100,135.00 (50.9% of 7003(d) expenditures) - Salary and Benefit costs for Stephen Kunkel 
$82,189.38 (41.8% of 7003(d) expenditures) - JE 18-0722 
$14,241.81 (7.2% of 7003(d) expenditures) - Misc. expenditures  
$196,566.19 - TOTAL 7003(d) expenditures  
   
  
1. Selected Expenditures:  
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We selected Mr. Kunkel's salary and benefit costs and JE 18-0722 for testing as these represent 92.8% of 7003(d) expenditures. We tested 
selected expenditures for compliance with the activities allowed and the Uniform Guidance cost principles using the A-B Expenditure Testing 
spreadsheet attached at A-B - Expenditure Testing. All of the attributes are included on the spreadsheet. The District was able to provide adequate 
time and effort support indicating Mr. Kunkel worked in program 29 full time. However, JE 18-0722 did not move specific costs for a specific staff 
member. The District was unable to provide time and effort documentation for Program 29 for any of the staff charged to the specific program 
code the costs were moved from (specifically Program 2436). The District could provide time and effort for Program 24 (indicating the staff 
worked with Special Education students) but not Program 29 (so does not indicate students worked with were Federally Connected). See below 
for our evaluation of results.  
  
However, the District did provide some support to reduce questioned costs. Below are our steps to confirm questioned costs: 
  
The District moved $82,189.38 in salary and associated benefit costs from account 2436. We obtained a report from FAP (by detailed account 
code) and identified eight staff members charged to account 2436. The District was able to determine three of these staff members, all 
paraeducators, worked with federally connected children. The District completed a calculation and provided support, such as staff schedules and 
payroll information. See CONFIDENTIAL - Questioned Costs Calculation. We reviewed and verified each component used in the calculation and 
determined the calculation was adequately supported. We additionally reviewed this calculation with Single Audit Specialist, Felicia Den Adel and 
found it to be reasonable. Based on our conclusions, we determined the District could support $21,088.32 of the $82,189.38 costs that were 
moved, leaving $61,101.06 in questioned costs.  
  
2. Applicable Credits:  
Not applicable - The District does not receive funding from this program based on reimbursement of costs but based on the number of Federally 
Connected children. While the District still needs support to show 7003(d) funds are spent on Federally Connected children with disabilities, credits 
would not effect amounts received. As noted above, we tested $182,324.38 or 92.8% of 7003(d) funds. The remaining amount that was not 
tested, totaling $14,241.81, is only 7.2% of 7003(d) funds and only 1% of total Impact Aid funds, so is not material. We will pass on further 
review.  



  
3. Impact of improper payments or unallowable costs  
Improper payments identified above are the result of salary and benefit costs that were moved by journal entry to Program 29 without adequate 
support. There are no other "directly associated" costs to consider. 
  
  
B. Indirect Costs 
Not applicable, there were no indirect costs for this program.  
  
Evaluation of Results: 
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We identified the following noncompliance:  
  
As detailed above, the District completed journal entry 18-0722 moving $82,189.38 in salary and benefit costs from federal special education 
(Program 24) to federal impact aid (Program 29). No specific costs were moved for a specific staff member. The District was unable to provide 
time and effort documentation for Program 29 for any of the staff charged to the specific program code the costs were moved from (specifically 
Program 2436). The District could provide time and effort for Program 24 (indicating the staff worked with Special Education students) but not 
Program 29 (so does not indicate students worked with were Federally Connected).  
  



1. Using the decision matrix (Major Federal Program - Local teams) we determined the magnitude of actual noncompliance on the program as a 
whole is less than material. The District was unable to provide adequate support for $82,189.38 in impact aid charges, which is approx. 
5.8% of total impact aid expenses. 



2. Based on discussions with the District, the noncompliance occurred because Finance Department staff were not aware of requirements and 
thought program 24 time and effort would be sufficient since it shows staff worked with Special Education students. They did not realize 
support would also need to show these students were federally connected as well.  



  
3. As noted above, we tested $182,324.38 or 92.8% of 7003(d) funds. The remaining amount that was not tested, totaling $14,241.81, is only 



7.2% of 7003(d) funds and only 1% of total Impact Aid funds, so is not material. Noncompliance was identified with the journal entry; no 
other journal entries were identified. 



4. We continue to assess final control risk at HIGH. See our evaluation of reporting level at LOR Summaryand our recommendation at The 
District did not have adequate internal controls to ensure compliance with federal Impact Aid program cost principles.. 
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Code Brief Explanatory Description Statue/Rule/Case 
Personal Information: 



 
[1] 



 
Bank Account Information - Credit card numbers, debit 
card numbers, electronic check numbers, card expiration 
dates, or bank or other financial account numbers, except 
when disclosure is expressly required by or governed by 
other law. 
 
The redacted information is a bank account number. 



 
42.56.230(5) 



[2] Social Security Number of persons who are not public 
employees or public clients.  The Privacy Act of 1974 
evinces Congress’ intent that social security numbers are a 
private concern.   
 
The redacted information is a social security number. 



5 U.S.C. sec. 552(a); 
RCW 42.56.070(1); RCW 
42.56.250(4) 



[3] Personal Information in any files maintained for students in 
public schools, patients or clients of public institutions or public 
health agencies, or welfare recipients; 
 
The redacted information is a personal information. 



RCW 42.56.230(1) 



Employee Information: 
[4] Employee Social Security Number. The Privacy Act of 



1974 evinces Congress’ intent that social security numbers 
are a private concern. 
 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted item is an employee social security number.                    



5 U.S.C. sec. 552(a); 
RCW 42.56.070(1); 
RCW 42.56.250(4) 



[5] Employee Residential Address 
 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 



42.56.250(4) 
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telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted information is an employee address. 
 
 



[6] Employee Personal Wireless Telephone Numbers 
 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted information is an employee wireless telephone 
number. 



42.56.250(4) 



[7] Employee Birth Date 
 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted information is an employee birth date. 



42.56.250(4) 



[8] Employee Personal Email Address 
 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 



42.56.250(4) 
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numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted information is an employee email address. 
 



[9] Employee Driver License Number 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted information is an employee driver license 
number. 
 



42.56.250(4), RCW 
42.56.050, 



[10] Employee Dependent (children or spouse) Names 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 
The redacted information is the name of a dependent child 
or spouse of employee. 



42.56.250(4) 
 



[11] Employee Dependent (children or spouse) Address 
The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal electronic mail 
addresses, social security numbers, driver's license 
numbers, identicard numbers, and emergency contact 
information of employees … of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal electronic mail addresses, social security 
numbers, and emergency contact information of 
dependents of employees … of a public agency. 
 



42.56.250(4) 
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The redacted information is an employee dependent 
address. 
 
 
 



Security: 
[12] Information regarding the infrastructure and security of 



computer and telecommunications networks.  
 
Information may include security passwords, security 
access codes and programs, access codes for secure 
software applications, security and service recovery plans, 
security risk assessments, and security test results to the 
extent that they identify specific system vulnerabilities, and 
other such information the release of which may increase 
risk to the confidentiality, integrity, or availability of agency 
security, information technology infrastructure, or assets. 
 
The redacted information contains security risk 
assessments and test results. 



RCW 42.56.420(1); RCW 
42.56.420(4)  



Applicant Information: 
[13] Employment Applicant’s Name - Applications for public 



employment, including names of applicants, resumes and 
other related materials submitted with respect to an applicant 
are exempt from disclosure. 
 
The redacted information is the applicant’s name. 



RCW 42.56.250(2) and  
RCW 42.56.050. 
 



[14] Employment Applicant’s Telephone Number - 
Applications for public employment, including names of 
applicants, resumes and other related materials submitted 
with respect to an applicant are exempt from disclosure. 
 
The redacted information is the applicant’s personal 
telephone number. 



RCW 42.56.250(2) and  
RCW 42.56.050. 
 



[15] Employment Applicant’s Date of Birth - Applications for 
public employment, including names of applicants, resumes 
and other related materials submitted with respect to an 
applicant are exempt from disclosure. 
 
The redacted information is the date of birth. 



RCW 42.56.250(2) and  
RCW 42.56.050. 
 



PUD Records: 
[16] Public Utility & Transportation Exemptions 



 
Residential addresses and phone numbers in public utility 
records. 
 
 
 



42.56.330(2) 
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The information redacted is either a residential address or 
phone number of a PUD client. 
 
 
 
 



Student Information: 
[17] Student Name 



Personal information in any files maintained for students in 
public schools, patients or clients of public institutions or 
public health agencies, or welfare recipients;[RCW 
42.56.230(1)] 
 
20 U.S.Code 1232g(b)(1), states in part: 
No funds shall be made available under any applicable 
program to any education agency or institution which has a 
policy or practice of permitting the release of education 
records (…) of students without the written consent of their 
parents to any individual, agency, or organization, other … 
 
The redacted information is the student’s name. 



See RCW 42.56.070(1); 
RCW 42.56.050; RCW 
42.56.230(1); and 20 U.S.C. 
§ 1232g Family education 
and privacy rights. 



[18] Student ID/Identifier 
Personal information in any files maintained for students in 
public schools, patients or clients of public institutions or 
public health agencies, or welfare recipients;[RCW 
42.56.230(1)] 
 
20 U.S.Code 1232g(b)(1), states in part: 
No funds shall be made available under any applicable 
program to any education agency or institution which has a 
policy or practice of permitting the release of education 
records (…) of students without the written consent of their 
parents to any individual, agency, or organization, other … 
 
The redacted information is the student ID number or other 
number identifier. 



See RCW 42.56.070(1); 
RCW 42.56.050; RCW 
42.56.230(1); and 20 U.S.C. 
§ 1232g Family education 
and privacy rights. 



[19] Student Birth Date/Age 
Personal information in any files maintained for students in 
public schools, patients or clients of public institutions or 
public health agencies, or welfare recipients;[RCW 
42.56.230(1)] 
 
20 U.S.Code 1232g(b)(1), states in part: 
 
No funds shall be made available under any applicable 
program to any education agency or institution which has a 
policy or practice of permitting the release of education 



See RCW 42.56.070(1); 
RCW 42.56.050; RCW 
42.56.230(1); and 20 U.S.C. 
§ 1232g Family education 
and privacy rights. 











SAO 
Master Redaction Code Listing 



(Not All Codes Used For Every Request) 
 



Page 6 of 11 
 



records (…) of students without the written consent of their 
parents to any individual, agency, or organization, other … 
 
The redacted information is the student’s birthdate or age. 
 
 
 



[20] Student Gender 
Personal information in any files maintained for students in 
public schools, patients or clients of public institutions or 
public health agencies, or welfare recipients;[RCW 
42.56.230(1)] 
 
20 U.S.Code 1232g(b)(1), states in part: 
 
No funds shall be made available under any applicable 
program to any education agency or institution which has a 
policy or practice of permitting the release of education 
records (…) of students without the written consent of their 
parents to any individual, agency, or organization, other … 
 
The redacted information is the student’s gender. 
 



See RCW 42.56.070(1); 
RCW 42.56.050; RCW 
42.56.230(1); and 20 U.S.C. 
§ 1232g Family education 
and privacy rights. 



[21] Student Grade 
Personal information in any files maintained for students in 
public schools, patients or clients of public institutions or 
public health agencies, or welfare recipients;[RCW 
42.56.230(1)] 
 
20 U.S.Code 1232g(b)(1), states in part: 
 
No funds shall be made available under any applicable 
program to any education agency or institution which has a 
policy or practice of permitting the release of education 
records (…) of students without the written consent of their 
parents to any individual, agency, or organization, other … 
 
The redacted information is the student’s grade. 



 



See RCW 42.56.070(1); 
RCW 42.56.050; RCW 
42.56.230(1); and 20 U.S.C. 
§ 1232g Family education 
and privacy rights. 



[22] Student Address 
Personal information in any files maintained for students in 
public schools, patients or clients of public institutions or 
public health agencies, or welfare recipients;[RCW 
42.56.230(1)] 
 
20 U.S.Code 1232g(b)(1), states in part: 
 



See RCW 42.56.070(1); 
RCW 42.56.050; RCW 
42.56.230(1); and 20 U.S.C. 
§ 1232g Family education 
and privacy rights. 
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No funds shall be made available under any applicable 
program to any education agency or institution which has a 
policy or practice of permitting the release of education 
records (…) of students without the written consent of their 
parents to any individual, agency, or organization, other … 
 
The redacted information is the student’s home address. 
 



Taxpayer Information: 
[23] Tax Information - RCW 82.32.330 Disclosure of return or 



tax information, states in part:  
 
(1)(c) “Tax Information” states in part, “nothing in this 
chapter requires any person possessing data, material, or 
documents made confidential and privileged by this section 
to deleted information from such data, material, or 
documents so as to permit its disclosure[.]”    
 
(1)(e)  “Taxpayer identity: means the taxpayer’s name, . . . 
or any other information disclosing the identity of the 
taxpayer; (2) Returns and tax information are confidential 
and privileged, and  except as authorized by this section, 
neither the department of revenue nor any other person 
may disclose any return or tax information;  
 
The redacted information is information that would identify 
the taxpayer and is therefore exempt from disclosure. 



RCW 82.32.330; 
RCW 42.56.070(1) 
 



[24] Tax Information. 
 
The redacted information is information that would identify 
the taxpayer and is therefore exempt from disclosure. 
 
The redacted information is either a UBI or TIN number. 



RCW 51.16.070; RCW 
42.56.230; RCW 42.56.250 



Whistleblower Information: 
[25] Whistleblower Information. RCW 42.40.040(2), states in 



part: 
Subject to subsection (5)(c) of this section, the identity or 
identifying characteristics of a whistleblower is confidential 
at all times unless the whistleblower consents to disclosure 
by written waiver or by acknowledging his or her identity in 
a claim against the state for retaliation. 
 
The redacted information contains the name, phone 
number, address or email address, position and or state 
agency name that would reveal the identity of the 
whistleblower.  
 
 



RCW 42.40.040(2);  
RCW 42.56.070(1) 
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[26] Whistleblower Information. RCW 42.40.040(2), states in 
part: 
Subject to subsection (5)(c) of this section, the identity or 
identifying characteristics of a whistleblower is confidential 
at all times unless the whistleblower consents to disclosure 
by written waiver or by acknowledging his or her identity in 
a claim against the state for retaliation. 
 
The redacted information contains information that is 
specific enough to reveal the identity of the whistleblower. 



RCW 42.40.040(2);  
RCW 42.56.070(1) 



[27] Witness Information. RCW 42.40.040(2), states in part: 
In addition, the identity or identifying characteristics of any 
person who in good faith provides information in an 
investigation under this section is confidential at all times, 
unless the person consents to disclosure by written waiver 
or by acknowledging his or her identity as a witness who 
provides information in an investigation. 
 
The redacted information contains the name, phone 
number, address or email address, position and or state 
agency name that would reveal the identity of a witness. 



RCW 42.40.040(2);  
RCW 42.56.070(1) 



[28] Witness Information. RCW 42.40.040(2), states in part: 
In addition, the identity or identifying characteristics of any 
person who in good faith provides information in an 
investigation under this section is confidential at all times, 
unless the person consents to disclosure by written waiver 
or by acknowledging his or her identity as a witness who 
provides information in an investigation. 
 
The redacted information contains information that is 
specific enough to reveal the identity of the witness. 



RCW 42.40.040(2);  
RCW 42.56.070(1) 



Attorney/Client: 
[29] Attorney Client Privilege. 



 
Communication from attorney to client for the purpose of 
providing legal advice. Alternatively, communications from 
client to attorney for the purpose of obtaining legal advice. 
 
The redacted information is legal advice. 



RCW 42.56.070(1); RCW 
5.60.060(2)(a) 



Miscellaneous: 
[30] 



 
 



Employment and licensing. 
 
(4) The following information held by any public agency in 
personnel records, public employment related records, 
volunteer rosters, or included in any mailing list of 
employees or volunteers of any public agency: Residential 
addresses, residential telephone numbers, personal 
wireless telephone numbers, personal email addresses, 



RCW 42.56.250(4) 
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social security numbers, driver's license numbers, 
identicard numbers, and emergency contact information of 
employees or volunteers of a public agency, and the 
names, dates of birth, residential addresses, residential 
telephone numbers, personal wireless telephone numbers, 
personal email addresses, social security numbers, and 
emergency contact information of dependents of 
employees or volunteers of a public agency.  
 
The redacted information contains identifying information 
such as identicard numbers. 
 



[31] Vehicle Registration Information. 
 
Each agency, in accordance with published rules, shall 
make available for public inspection and copying all public 
records, unless the record falls within the specific 
exemptions of subsection (8) of this section, this chapter, or 
other statute which exempts or prohibits disclosure of 
specific information or records. To the extent required to 
prevent an unreasonable invasion of personal privacy 
interests protected by this chapter, an agency shall delete 
identifying details in a manner consistent with this chapter 
when it makes available or publishes any public record; 
however, in each case, the justification for the deletion shall 
be explained fully in writing. 
 
The redacted information contains all information listed on 
a vehicle registration. 
 



18 U.S.C. §§2721,272(3); 
RCW 42.56.070(1) 
 



[32] Vessel Information. 
 
Disclosure of names and addresses of individual vehicle 
and vessel owners. 
 
 
The redacted information contains all information listed on 
a vessel registration. 
 



RCW 42.12.635 



[33] Agency party to controversy. 
 
Records that are relevant to a controversy to which an 
agency is a party but which records would not be available 
to another party under the rules of pretrial discovery for 
causes pending in the superior courts are exempt from 
disclosure under this chapter. 
 
 



RCW 42.56.290 
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The communications involve an active lawsuit and are 
communications from the Attorney General’s Office. 



[34] Invasion of Privacy. 



A person's "right to privacy," "right of privacy," "privacy," or 
"personal privacy," as these terms are used in this chapter, 
is invaded or violated only if disclosure of information about 
the person: (1) Would be highly offensive to a reasonable 
person, and (2) is not of legitimate concern to the public. 
The provisions of this chapter dealing with the right to 
privacy in certain public records do not create any right of 
privacy beyond those rights that are specified in this 
chapter as express exemptions from the public's right to 
inspect, examine, or copy public records. 
 



The redacted information would be an invasion of privacy. 



RCW 42.56.050 



 DSHS Client Records  
[35] Client Name.  



 
In addition, a DSHS Client file contains information 
protected by Health Insurance Portability and Accountability 
Act of 1996 (HIPAA) which must be de-identified pursuant 
to 45 CFR 164.514(b)(2)(i)(A). 
 
The redacted information is a DSHS client name. 



RCW 42.56.230(1), RCW 
74.04.060(1), RCW 
42.56.070(1), and 42 
U.S.C. 1320d - d-9. 



[36] Client Phone Number.   



In addition, a client file contains information protected by 
HIPAA which must be de-identified pursuant to 45 CFR 
164.514(b)(2)(i)(G). 



 
The redacted information is a DSHS client Phone #. 



RCW 74.04.060(1), RCW 
42.56.070(1), RCW 
42.56.230(1); and 42 
U.S.C. 1320d - d-9. 



[37] Client Address.   



In addition, a client file contains information protected by 
HIPAA which must be de-identified pursuant to 45 CFR 
164.514(b)(2)(i)(G). 



 
The redacted information is a DSHS client Address. 



RCW 74.04.060(1), RCW 
42.56.070(1), RCW 
42.56.230(1); and 42 
U.S.C. 1320d - d-9. 



[38] Client Social Security Number.   



Social security account numbers and related records (tax 
ID numbers) that are obtained or maintained by authorized 
persons under law are confidential and no authorized 



42 USC § 
405(c)(2)(C)(viii)(l); RCW 
42.56.070(1)  
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person shall disclose any social security account number or 
related record (tax ID numbers)  
 
The redacted information is a client Social Security number. 



[39] Client Date of Birth.   



In addition, a client file contains information protected by 
HIPAA which must be de-identified pursuant to 45 CFR 
164.514(b)(2)(i)(G). 



 
The redacted information is a client DOB. 



RCW 74.04.060(1), 
RCW 42.56.070(1), 
RCW 42.56.230(1); and 
42 U.S.C. 1320d - d-9. 



[40] Client ID #. 



In addition, a client file contains information protected by 
HIPAA which must be de-identified pursuant to 45 CFR 
164.514(b)(2)(i)(G). 



The redacted information is a client ID # 



RCW 74.04.060(1), 
RCW 42.56.070(1), 
RCW 42.56.230(1); and 
42 U.S.C. 1320d - d-9. 



Contracting: 
[41] Competitive bidding—Written protests—Notice of 



contract execution. 



(1) Within two business days of the bid opening on a public works project that is 
the subject of competitive bids, the municipality must provide, if requested by a 
bidder, copies of the bids the municipality received for the project. The 
municipality shall then allow at least two full business days after providing bidders 
with copies of all bids before executing a contract for the project. Intermediate 
Saturdays, Sundays, and legal holidays are not counted. 



(2) When a municipality receives a written protest from a bidder for a public works 
project that is the subject of competitive bids, the municipality must not execute a 
contract for the project with anyone other than the protesting bidder without first 
providing at least two full business days' written notice of the municipality's intent 
to execute a contract for the project; provided that the protesting bidder submits 
notice in writing of its protest no later than: 



(a) Two full business days following bid opening, if no bidder requested 
copies of the bids received for the project under subsection (1) of this section; or 



(b) Two full business days following when the municipality provided 
copies of the bids to those bidders requesting bids under subsection (1) of this 
section. Intermediate Saturdays, Sundays, and legal holidays are not counted. 



 
The redacted information is vendor proprietary information. 



RCW 39.04.105 



[42] Financial, Commercial and Proprietary Information. 



The redacted information is vendor proprietary information. 



RCW 42.56.270(11)(a) 



 











