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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

 
Port of Brownsville 

January 1, 2020 through December 31, 2021 

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

Audit Period: 
January 1, 2015 through December 31, 2016 

Report Ref. No.: 
1020955 

Finding Ref. No.: 
2016-001 

Finding Caption: 
The Port’s internal controls over financial statement preparation were inadequate to ensure 
accurate and complete financial reporting. 

Background: 
Port Commissioners, the public, state and federal agencies and other interested parties rely on 
the information included in the financial statements and reports to make decisions. Port 
management is responsible for designing, implementing and maintaining internal controls that 
provide reasonable assurance regarding the reliability of financial reporting. The Port relied on 
a certified public accountant (CPA) firm to record financial transactions and prepare its annual 
financial statements and notes. Our prior audit resulted in a management letter regarding 
internal controls over financial reporting for fiscal years 2013 and 2014. 

Status of Corrective Action: (check one) 
☒ Fully 
Corrected 

☐ Partially 
Corrected 

☐ Not Corrected 
☐ Finding is considered no 
longer valid 

Corrective Action Taken: 
Historically, for many years, the Port of Brownsville’s outside CPA firm was engaged to 
reconcile the Port’s financial accounts, prepare the monthly journal entries, prepare monthly 
and annual financial statements and prepare the State Auditor’s Annual Report, in addition to 
many other accounting duties. The Port had received a management letter for fiscal years 2013 
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and 2014, and a finding for fiscal years 2015 and 2016, all pertaining to inadequate internal 
controls over financial reporting. Throughout each of these years that required corrective 
actions, the Port was assured by the outside CPA firm that the proper steps were being added 
and maintained to assure the Port that the required corrections were being made. 
In the fall of 2018, when the State Auditor’s Office came in to audit the 2017 financial 
statement, which was prepared by the ongoing outside CPA firm, it was determined by the 
State Auditor’s Office that the 2017 financial statement needed significant corrections to bring 
it into compliance with the current reporting standards and the Port would again receive a 
finding for deficient reporting. 
At that point the Port reacted quickly and reached out to the Washington Public Ports 
Association and other Ports for assistance in hiring a CPA with long-term Port experience to 
correct the 2017 financial statement. The Port issued a Request for Proposal for CPA and 
Accounting Services at the beginning of 2019 and contracted with a CPA with long-term Port 
experience who restated the 2017 financial statement to be in compliance with the current 
reporting requirements. The new CPA also correctly prepared the 2018 through 2021 financial 
statements in accordance with the current reporting requirements. The new CPA has embarked 
on an internal training program, assisting the Port in upgrading internal control policies over 
multiple financial areas and assisting the Port to implement and maintain internal controls in 
accordance with the latest standards and to monitor the results to assure that all future reports 
will be in compliance with the latest reporting requirements. 
The Port has taken this situation seriously and has invested significant efforts in turning this 
prior situation around, which is reflected by the correctly reported 2017 restated financial 
statement and the correctly reported 2018 through 2021 financial statements. 

Audit Period: 
January 1, 2017 through December 31, 2019 

Report Ref. No.: 
1027690 

Finding Ref. No.: 
2019-001 

Finding Caption: 
The Port’s internal controls over accounting and financial statement reporting were inadequate 
to ensure accurate, complete and timely reporting. 

Background: 
Our audit identified deficiencies in internal controls over accounting and financial reporting 
that affected the Port’s ability to produce complete, reliable and timely financial statements. 
Our audit identified the following deficiencies in internal controls for preparation of the fiscal 
year 2017 financial statements, that when taken together, represent a material weakness. The 
Port did not: 

• Have a review process over the monthly cash reconciliations performed by the CPA 
firm to ensure they were accurate 

• Perform a secondary review to ensure the journal entries the CPA firm prepared were 
accurate and supported 
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• Have procedures in place to ensure new accounting standards were implemented 
• Perform an adequate review of the financial statements and notes prepared by the CPA 

firm to ensure all required financial statement elements were prepared and the financial 
information was accurately reported and fairly presented under Budgeting, Accounting 
and Reporting System (BARS) requirements 

Status of Corrective Action: (check one) 
☒ Fully 
Corrected 

☐ Partially 
Corrected 

☐ Not Corrected 
☐ Finding is considered no 
longer valid 

Corrective Action Taken: 
The Port of Brownsville acknowledges prior deficiencies in its review processes with its prior 
contracted CPA firm. Most, if not all of the issues raised in this audit related to the conduct of 
the Port’s prior CPA. The Port Commission recognized the need to replace the Port’s CPA 
and retained a new outside CPA firm with extensive experience and specifically Washington 
Public Port experience. The Port strives to give a fair and accurate representation of its 
activities in its financial statements and has put in place a tighter financial review process. All 
identified 2017 deficiencies and the associated 2017 notes have been corrected in the restated 
2017 financial statements by the Port’s new contracted CPA firm. 
The Port is committed to continuing to implement and maintain internal controls in accordance 
with the latest standards and to monitor the results in order to assure that all future reports 
will be in compliance with the latest reporting requirements. 

  

Page 6



 

Office of the Washington State Auditor sao.wa.gov 

 

INDEPENDENT AUDITOR’S REPORT 

Report on Internal Control over Financial Reporting and on Compliance and Other 
Matters Based on an Audit of Financial Statements Performed in Accordance with 
Government Auditing Standards 

Port of Brownsville 
January 1, 2020 through December 31, 2021 

Board of Commissioners 
Port of Brownsville 
Bremerton, Washington 

We have audited, in accordance with auditing standards generally accepted in the United States of 
America and the standards applicable to financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States, the financial statements of the 
Port of Brownsville, as of and for the years ended December 31, 2021 and 2020, and the related 
notes to the financial statements, which collectively comprise the Port’s financial statements, and 
have issued our report thereon dated January 23, 2023.  

We issued an unmodified opinion on the fair presentation of the Port’s financial statements in 
accordance with its regulatory basis of accounting. We issued an adverse opinion on the fair 
presentation with regard to accounting principles generally accepted in the United States of 
America (GAAP) because the financial statements are prepared by the Port using accounting 
practices prescribed by state law and the State Auditor’s Budgeting, Accounting and Reporting 
System (BARS) Manual described in Note 1, which is a basis of accounting other than GAAP. The 
effects on the financial statements of the variances between the basis of accounting described in 
Note 1 and accounting principles generally accepted in the United States of America, although not 
reasonably determinable, are presumed to be material. 

REPORT ON INTERNAL CONTROL OVER FINANCIAL 
REPORTING 
In planning and performing our audits of the financial statements, we considered the Port’s internal 
control over financial reporting (internal control) as a basis for designing audit procedures that are 
appropriate in the circumstances for the purpose of expressing our opinions on the financial 
statements, but not for the purpose of expressing an opinion on the effectiveness of the Port’s 
internal control. Accordingly, we do not express an opinion on the effectiveness of the Port’s 
internal control. 
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A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 
combination of deficiencies, in internal control such that there is a reasonable possibility that a 
material misstatement of the Port’s financial statements will not be prevented, or detected and 
corrected on a timely basis. A significant deficiency is a deficiency, or a combination of 
deficiencies, in internal control that is less severe than a material weakness, yet important enough 
to merit attention by those charged with governance. 

Our consideration of internal control was for the limited purpose described above and was not 
designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and therefore, material weaknesses or significant deficiencies may exist 
that were not identified. 

Given these limitations, during our audit we did not identify any deficiencies in internal control 
that we consider to be material weaknesses. 

REPORT ON COMPLIANCE AND OTHER MATTERS 
As part of obtaining reasonable assurance about whether the Port’s financial statements are free 
from material misstatement, we performed tests of its compliance with certain provisions of laws, 
regulations, contracts and grant agreements, noncompliance with which could have a direct and 
material effect on the financial statements. However, providing an opinion on compliance with 
those provisions was not an objective of our audit, and accordingly, we do not express such an 
opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are required 
to be reported under Government Auditing Standards.  

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

 

Pat McCarthy, State Auditor 

Olympia, WA 

January 23, 2023 
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INDEPENDENT AUDITOR’S REPORT 

Report on the Audit of the Financial Statements 

Port of Brownsville 
January 1, 2020 through December 31, 2021 

Board of Commissioners 
Port of Brownsville 
Bremerton, Washington 

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS 
Unmodified and Adverse Opinions 

We have audited the financial statements of the Port of Brownsville, as of and for the years ended 
December 31, 2021 and 2020, and the related notes to the financial statements, as listed in the 
financial section of our report. 

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

As described in Note 1, the Port has prepared these financial statements to meet the financial 
reporting requirements of state law and accounting practices prescribed by the State Auditor’s 
Budgeting, Accounting and Reporting System (BARS) Manual. Those accounting practices differ 
from accounting principles generally accepted in the United States of America (GAAP). The 
differences in these accounting practices are also described in Note 1. 

In our opinion, the accompanying financial statements referred to above present fairly, in all 
material respects, the cash and investments of the Port of Brownsville, and its changes in cash and 
investments, for the years ended December 31, 2021 and 2020, on the basis of accounting 
described in Note 1. 

Adverse Opinion on U.S. GAAP 

The financial statements referred to above were not intended to, and in our opinion, they do not, 
present fairly, in accordance with accounting principles generally accepted in the United States of 
America, the financial position of the Port of Brownsville, as of December 31, 2021 and 2020, or 
the changes in financial position or cash flows thereof for the years then ended, because of the 
significance of the matter discussed below. 
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Basis for Unmodified and Adverse Opinions 

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

Matter Giving Rise to Adverse Opinion on U.S. GAAP 

Auditing standards issued by the American Institute of Certified Public Accountants (AICPA) 
require auditors to formally acknowledge when governments do not prepare their financial 
statements, intended for general use, in accordance with GAAP. As described in Note 1 of the 
financial statements, the financial statements are prepared by the Port in accordance with state law 
using accounting practices prescribed by the BARS Manual, which is a basis of accounting other 
than accounting principles generally accepted in the United States of America. The effects on the 
financial statements of the variances between the regulatory basis of accounting and accounting 
principles generally accepted in the United States of America, although not reasonably 
determinable, are presumed to be material and pervasive. 

Responsibilities of Management for the Financial Statements 

Management is responsible for the preparation and fair presentation of these financial statements 
in accordance with the financial reporting provisions of state law and the BARS Manual described 
in Note 1. This includes determining that the basis of accounting is acceptable for the presentation 
of the financial statements in the circumstances. Management is also responsible for the design, 
implementation, and maintenance of internal control relevant to the preparation and fair 
presentation of financial statements that are free from material misstatement, whether due to fraud 
or error.  

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

Auditor’s Responsibilities for the Audit of the Financial Statements 

Our objectives are to obtain reasonable assurance about whether the financial statements are free 
from material misstatement, whether due to fraud or error, and to issue an auditor’s report that 
includes our opinions. Reasonable assurance is a high level of assurance but is not absolute 
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and 
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Government Auditing Standards will always detect a material misstatement when it exists. The 
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting 
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or 
the override of internal control. Misstatements are considered material if there is a substantial 
likelihood that, individually or in the aggregate, they would influence the judgment made by a 
reasonable user based on the financial statements. 

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

• Exercise professional judgment and maintain professional skepticism throughout the audit; 
• Identify and assess the risks of material misstatement of the financial statements, whether 

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

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

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

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

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

Supplementary Information 

Our audits were conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the Port’s financial statements. The Schedules of Liabilities are presented 
for purposes of additional analysis, as required by the prescribed BARS Manual. These schedules 
are not a required part of the financial statements. Such information is the responsibility of 
management and was derived from and relates directly to the underlying accounting and other 
records used to prepare the financial statements. The information has been subjected to the auditing 
procedures applied in the audit of the financial statements and certain additional procedures, 
including comparing and reconciling such information directly to the underlying accounting and 
other records used to prepare the financial statements or to the financial statements themselves, 
and other additional procedures in accordance with auditing standards generally accepted in the 
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United States of America. In our opinion, the information is fairly stated, in all material respects, 
in relation to the financial statements taken as a whole. 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 
STANDARDS 
In accordance with Government Auditing Standards, we have also issued our report dated 
January 23, 2023 on our consideration of the Port’s internal control over financial reporting and 
on the tests of its compliance with certain provisions of laws, regulations, contracts and grant 
agreements and other matters. The purpose of that report is to describe the scope of our testing of 
internal control over financial reporting and compliance and the results of that testing, and not to 
provide an opinion on the effectiveness of the Port’s internal control over financial reporting or on 
compliance. That report is an integral part of an audit performed in accordance with Government 
Auditing Standards in considering the Port’s internal control over financial reporting and 
compliance. 

 

Pat McCarthy, State Auditor 

Olympia, WA 

January 23, 2023 
  

Page 13



 

Office of the Washington State Auditor sao.wa.gov 

FINANCIAL SECTION 

Port of Brownsville 
January 1, 2020 through December 31, 2021 

FINANCIAL STATEMENTS 
Fund Resources and Uses Arising from Cash Transactions – 2021 
Fund Resources and Uses Arising from Cash Transactions – 2020 
Notes to Financial Statements – 2021 
Notes to Financial Statements – 2020 

SUPPLEMENTARY AND OTHER INFORMATION 

Schedule of Liabilities – 2021 
Schedule of Liabilities – 2020 
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Beginning Cash and Investments
308 Beginning Cash and Investments
388 / 588 Net Adjustments

Revenues
310 Taxes
320 Licenses and Permits
330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties
360 Miscellaneous Revenues
Total Revenues: 

Expenditures
510 General Government
520 Public Safety
530 Utilities
540 Transportation
550 Natural/Economic Environment
560 Social Services
570 Culture and Recreation
Total Expenditures: 
Excess (Deficiency) Revenues over Expenditures: 

Other Increases in Fund Resources
391-393, 596 Debt Proceeds
397 Transfers-In
385 Special or Extraordinary Items
381, 382, 389, 
395, 398

Other Resources

Total Other Increases in Fund Resources: 
Other Decreases in Fund Resources

594-595 Capital Expenditures
591-593, 599 Debt Service
597 Transfers-Out
585 Special or Extraordinary Items
581, 582, 589 Other Uses
Total Other Decreases in Fund Resources: 

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

50821 Nonspendable
50831 Restricted
50841 Committed
50851 Assigned
50891 Unassigned
Total Ending Cash and Investments

1,022,674
-

419,822
-

30,118
1,561,062

-
11,260

2,022,262

-
-
-

1,767,251
-
-
-

1,767,251
255,011

-
-
-

128,704

128,704

45,669
279,557

-
-

121,732
446,958

(63,243)

-
240,598

-
718,833

-
959,431

Port of Brownsville
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2021

The accompanying notes are an integral part of this statement. Page 15



Beginning Cash and Investments
308 Beginning Cash and Investments
388 / 588 Net Adjustments

Revenues
310 Taxes
320 Licenses and Permits
330 Intergovernmental Revenues
340 Charges for Goods and Services
350 Fines and Penalties
360 Miscellaneous Revenues
Total Revenues: 

Expenditures
510 General Government
520 Public Safety
530 Utilities
540 Transportation
550 Natural/Economic Environment
560 Social Services
570 Culture and Recreation
Total Expenditures: 
Excess (Deficiency) Revenues over Expenditures: 

Other Increases in Fund Resources
391-393, 596 Debt Proceeds
397 Transfers-In
385 Special or Extraordinary Items
381, 382, 389, 
395, 398

Other Resources

Total Other Increases in Fund Resources: 
Other Decreases in Fund Resources

594-595 Capital Expenditures
591-593, 599 Debt Service
597 Transfers-Out
585 Special or Extraordinary Items
581, 582, 589 Other Uses
Total Other Decreases in Fund Resources: 

Increase (Decrease) in Cash and Investments:
Ending Cash and Investments

50821 Nonspendable
50831 Restricted
50841 Committed
50851 Assigned
50891 Unassigned
Total Ending Cash and Investments

1,205,285
-

412,254
-

37,815
1,348,057

-
14,937

1,813,063

-
-
-

1,712,595
-
-
-

1,712,595
100,468

-
-
-

114,757

114,757

7,965
279,282

-
-

110,589
397,836

(182,611)

-
240,403

-
782,271

-
1,022,674

Port of Brownsville
Fund Resources and Uses Arising from Cash Transactions

For the Year Ended December 31, 2020

The accompanying notes are an integral part of this statement. Page 16
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ID. No. Description
Beginning 
Balance Additions Reductions Ending BalanceDue Date

General Obligation Debt/Liabilities

251.11 Limited Tax General Obligation Bonds 
for Marina Dock Replacement, 
ISSUED 06/27/2012

1,800,000 - - 1,800,00012/1/2031

251.11 Limited Tax General Obligation Bonds 
for Marina Dock Replacement, 
ISSUED 10/22/2013

220,000 - 120,000 100,00012/1/2023

2,020,000 - 120,000 1,900,000Total General Obligation Debt/Liabilities:

Revenue and Other (non G.O.) Debt/Liabilities

252.11 General Revenue Bonds for Boat 
Harbor Facilities Capital 
Improvements, ISSUED 04/28/2017

995,000 - 50,000 945,00012/1/2036

259.12 Compensated Absences 16,894 3,488 - 20,382

264.30 Pension Liabilities 94,726 - 73,244 21,482

264.40 OPEB Liabilities 88,821 115,060 - 203,881

1,195,441 118,548 123,244 1,190,745Total Revenue and Other (non G.O.) 
Debt/Liabilities:

3,090,745243,244118,5483,215,441Total Liabilities:

Port of Brownsville
Schedule of Liabilities

For the Year Ended December 31, 2021
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ID. No. Description
Beginning 
Balance Additions Reductions Ending BalanceDue Date

General Obligation Debt/Liabilities

251.11 Limited Tax General Obligation Bonds 
for Marina Dock Replacement, 
ISSUED 06/27/2012

1,800,000 - - 1,800,00012/1/2031

251.11 Limited Tax General Obligation Bonds 
for Marina Dock Replacement, 
ISSUED 10/22/2013

340,000 - 120,000 220,00012/1/2023

2,140,000 - 120,000 2,020,000Total General Obligation Debt/Liabilities:

Revenue and Other (non G.O.) Debt/Liabilities

252.11 General Revenue Bonds for Boat 
Harbor Facilities Capital 
Improvements, ISSUED 04/28/2017

1,040,000 - 45,000 995,00012/1/2036

259.12 Compensated Absences 31,155 - 14,261 16,894

264.30 Pension Liabilities 109,321 - 14,595 94,726

264.40 OPEB Liabilities 139,782 - 50,961 88,821

1,320,258 - 124,817 1,195,441Total Revenue and Other (non G.O.) 
Debt/Liabilities:

3,215,441244,817-3,460,258Total Liabilities:

Port of Brownsville
Schedule of Liabilities

For the Year Ended December 31, 2020
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ABOUT THE STATE AUDITOR’S OFFICE 

The State Auditor’s Office is established in the Washington State Constitution and is part of the 

executive branch of state government. The State Auditor is elected by the people of Washington 

and serves four-year terms. 

We work with state agencies, local governments and the public to achieve our vision of increasing 

trust in government by helping governments work better and deliver higher value. 

In fulfilling our mission to provide citizens with independent and transparent examinations of how 

state and local governments use public funds, we hold ourselves to those same standards by 

continually improving our audit quality and operational efficiency, and by developing highly 

engaged and committed employees. 

As an agency, the State Auditor’s Office has the independence necessary to objectively perform 

audits, attestation engagements and investigations. Our work is designed to comply with 

professional standards as well as to satisfy the requirements of federal, state and local laws. The 

Office also has an extensive quality control program and undergoes regular external peer review 

to ensure our work meets the highest possible standards of accuracy, objectivity and clarity. 

Our audits look at financial information and compliance with federal, state and local laws for all 

local governments, including schools, and all state agencies, including institutions of higher 

education. In addition, we conduct performance audits and cybersecurity audits of state agencies 

and local governments, as well as state whistleblower, fraud and citizen hotline investigations. 

The results of our work are available to everyone through the more than 2,000 reports we publish 

each year on our website, www.sao.wa.gov. Additionally, we share regular news and other 

information via an email subscription service and social media channels. 

We take our role as partners in accountability seriously. The Office provides training and technical 

assistance to governments both directly and through partnerships with other governmental support 

organizations. 

Stay connected at sao.wa.gov  

 Find your audit team

 Request public records

 Search BARS manuals (GAAP and

cash), and find reporting templates

 Learn about our training workshops

and on-demand videos

 Discover which governments serve you

— enter an address on our map

 Explore public financial data

with the Financial Intelligence Tool

Other ways to stay in touch 

 Main telephone:

(564) 999-0950

 Toll-free Citizen Hotline:

(866) 902-3900

 Email:

webmaster@sao.wa.gov
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