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Federal Summary 
 

City of Sedro-Woolley 
Skagit County 

January 1, 2009 through December 31, 2009 
 
 
The results of our audit of the City of Sedro-Woolley are summarized below in accordance with 
U.S. Office of Management and Budget Circular A-133. 
 
FINANCIAL STATEMENTS 
 
An unqualified opinion was issued on the financial statements. 
 
Internal Control Over Financial Reporting: 
 
 Significant Deficiencies:  We reported no deficiencies in the design or operation of 

internal control over financial reporting that we consider to be significant deficiencies. 
 
 Material Weaknesses:  We identified no significant deficiencies that we consider to be 

material weaknesses. 
 
We noted no instances of noncompliance that were material to the financial statements of the 
City. 
 
FEDERAL AWARDS 
 
Internal Control Over Major Programs: 
 
 Significant Deficiencies:  We reported no deficiencies in the design or operation of 

internal control over major federal programs that we consider to be significant 
deficiencies. 

 
 Material Weaknesses:  We identified no significant deficiencies that we consider to be 

material weaknesses. 
 
We issued an unqualified opinion on the City’s compliance with requirements applicable to its 
major federal program. 
 
We reported no findings that are required to be disclosed under OMB Circular A-133. 
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Identification of Major Programs: 
 
The following was a major program during the period under audit: 
 

CFDA No. 
 
20.205 

Program Title 
 
Highway Planning and Construction 

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed 
by OMB Circular A-133, was $300,000. 
 
The City qualified as a low-risk auditee under OMB Circular A-133. 
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Independent Auditor’s Report on Internal 
Control over Financial Reporting and on 

Compliance and Other Matters in Accordance 
with Government Auditing Standards 

 
City of Sedro-Woolley 

Skagit County 
January 1, 2009 through December 31, 2009 

 
 
Mayor and City Council 
City of Sedro-Woolley 
Sedro Woolley, Washington 
 
 
We have audited the financial statements of the City of Sedro-Woolley, Skagit County, 
Washington, as of and for the year ended December 31, 2009, and have issued our report 
thereon dated April 20, 2010. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to the financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States. 
 
INTERNAL CONTROL OVER FINANCIAL REPORTING 
 
In planning and performing our audit, we considered the City’s internal control over financial 
reporting as a basis for designing our auditing procedures for the purpose of expressing our 
opinion on the financial statements, but not for the purpose of expressing an opinion on the 
effectiveness of the City’s internal control over financial reporting.  Accordingly, we do not 
express an opinion on the effectiveness of the City’s internal control over financial reporting. 
 
A deficiency in internal control exists when the design or operation of a control does not allow 
management or employees, in the normal course of performing their assigned functions, to 
prevent, or detect and correct misstatements on a timely basis.  A material weakness is a 
deficiency, or a combination of deficiencies, in internal control such that there is a reasonable 
possibility that a material misstatement of the City's financial statements will not be prevented, 
or detected and corrected on a timely basis. 
 
Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and would not necessarily identify all deficiencies 
in internal control that might be deficiencies, significant deficiencies or material weaknesses.  
We did not identify any deficiencies in internal control over financial reporting that we consider 
to be material weaknesses, as defined above. 
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COMPLIANCE AND OTHER MATTERS 
 
As part of obtaining reasonable assurance about whether the City’s financial statements are 
free of material misstatement, we performed tests of the City’s compliance with certain 
provisions of laws, regulations, contracts and grant agreements, noncompliance with which 
could have a direct and material effect on the determination of financial statement amounts.  
However, providing an opinion on compliance with those provisions was not an objective of our 
audit, and accordingly, we do not express such an opinion. 
 
The results of our tests disclosed no instances of noncompliance or other matters that are 
required to be reported under Government Auditing Standards. 
 
This report is intended for the information and use of management, the Mayor and City Council, 
federal awarding agencies and pass-through entities.  However, this report is a matter of public 
record and its distribution is not limited.  It also serves to disseminate information to the public 
as a reporting tool to help citizens assess government operations. 
 

 
BRIAN SONNTAG, CGFM 
STATE AUDITOR 
 
April 20, 2010 
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Independent Auditor’s Report on Compliance 
with Requirements Applicable to its Major 

Program and Internal Control over Compliance 
in Accordance with OMB Circular A-133 

 
City of Sedro-Woolley 

Skagit County 
January 1, 2009 through December 31, 2009 

 
 
Mayor and City Council 
City of Sedro-Woolley 
Sedro Woolley, Washington 
 
 
COMPLIANCE 
 
We have audited the compliance of the City of Sedro-Woolley, Skagit County, Washington, with 
the types of compliance requirements described in the U.S. Office of Management and Budget 
(OMB) Circular A-133 Compliance Supplement that are applicable to its major federal program 
for the year ended December 31, 2009.  The City’s major federal program is identified in the 
Federal Summary.  Compliance with the requirements of laws, regulations, contracts and grants 
applicable to its major federal program is the responsibility of the City’s management.  Our 
responsibility is to express an opinion on the City’s compliance based on our audit. 
 
We conducted our audit of compliance in accordance with auditing standards generally 
accepted in the United States of America; the standards applicable to the financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United 
States; and OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations.  Those standards and OMB Circular A-133 require that we plan and perform the 
audit to obtain reasonable assurance about whether noncompliance with the types of 
compliance requirements referred to above that could have a direct and material effect on a 
major federal program occurred.  An audit includes examining, on a test basis, evidence about 
the City’s compliance with those requirements and performing such other procedures as we 
considered necessary in the circumstances.  We believe that our audit provides a reasonable 
basis for our opinion.  Our audit does not provide a legal determination on the City’s compliance 
with those requirements.  
 
In our opinion, the City complied, in all material respects, with the requirements referred to 
above that are applicable to its major federal program for the year ended December 31, 2009. 
 
INTERNAL CONTROL OVER COMPLIANCE 
 
The management of the City is responsible for establishing and maintaining effective internal 
control over compliance with requirements of laws, regulations, contracts and grants applicable 
to federal programs.  In planning and performing our audit, we considered the City's internal 
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control over compliance with the requirements that could have a direct and material effect on a 
major federal program in order to determine our auditing procedures for the purpose of 
expressing our opinion on compliance and to test and report on internal control over 
compliance, but not for the purpose of expressing an opinion on the effectiveness of internal 
control over compliance.  Accordingly, we do not express an opinion on the effectiveness of the 
City's internal control over compliance. 
 
A deficiency in internal control over compliance exists when the design or operation of a control 
over compliance does not allow management or employees, in the normal course of performing 
their assigned functions, to prevent, or detect and correct, noncompliance with a type of 
compliance requirement of a federal program on a timely basis.  A material weakness in internal 
control over compliance is a deficiency, or combination of deficiencies, in internal control over 
compliance, such that there is a reasonable possibility that material noncompliance with a type 
of compliance requirement of a federal program will not be prevented, or detected and 
corrected, on a timely basis. 
 
Our consideration of internal control over compliance was for the limited purpose described in 
the first paragraph of this section and would not necessarily identify all deficiencies in internal 
control that might be deficiencies, significant deficiencies or material weaknesses.  We did not 
identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above.   
 
This report is intended for the information of management, the Mayor and City Council, federal 
awarding agencies and pass-through entities.  However, this report is a matter of public record 
and its distribution is not limited.  It also serves to disseminate information to the public as a 
reporting tool to help citizens assess government operations. 
 

 
BRIAN SONNTAG, CGFM 
STATE AUDITOR 
 
April 20, 2010 
  

_________________________________________________________________________________________________________ 
                                                                              Washington State Auditor's Office 
                                                                                                       6



Independent Auditor’s Report on Financial 
Statements  

 
City of Sedro-Woolley 

Skagit County  
January 1, 2009 through December 31, 2009 

 
 
Mayor and City Council 
City of Sedro-Woolley 
Sedro Woolley, Washington 
 
 
We have audited the accompanying financial statements of the City of Sedro-Woolley, Skagit 
County, Washington, for the year ended December 31, 2009.  These financial statements are 
the responsibility of the City’s management.  Our responsibility is to express an opinion on these 
financial statements based on our audit. 
 
We conducted our audit in accordance with auditing standards generally accepted in the United 
States of America and the standards applicable to financial audits contained in Government 
Auditing Standards, issued by the Comptroller General of the United States.  Those standards 
require that we plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free of material misstatement.  An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements.  An audit 
also includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation.  We believe 
that our audit provides a reasonable basis for our opinion. 
 
As described in Note 1 to the financial statements, the City prepares its financial statements on 
the basis of accounting that demonstrates compliance with Washington State statutes and the 
Budgeting, Accounting and Reporting System (BARS) manual prescribed by the State Auditor, 
which is a comprehensive basis of accounting other than generally accepted accounting 
principles. 
 
In our opinion, the financial statements referred to above present fairly, in all material respects, 
the financial position and results of operations of the City of Sedro-Woolley, for the year ended 
December 31, 2009, on the basis of accounting described in Note 1. 
 
In accordance with Government Auditing Standards, we have also issued our report on our 
consideration of the City’s internal control over financial reporting and on our tests of its 
compliance with certain provisions of laws, regulations, contracts and grant agreements and 
other matters.  The purpose of that report is to describe the scope of our testing of internal 
control over financial reporting and compliance and the results of that testing, and not to provide 
an opinion on the internal control over financial reporting or on compliance.  That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and 
should be considered in assessing the results of our audit. 
 
Our audit was performed for the purpose of forming an opinion on the financial statements taken 
as a whole.  The accompanying Schedule of Expenditures of Federal Awards is presented for 
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purposes of additional analysis as required by U.S. Office of Management and Budget Circular 
A-133, Audits of States, Local Governments, and Non-Profit Organizations.  The accompanying 
Schedule of Long-Term Debt is also presented for purposes of additional analysis as required 
by the prescribed BARS manual.  These schedules are not a required part of the financial 
statements.  Such information has been subjected to the auditing procedures applied in the 
audit of the financial statements and, in our opinion, is fairly stated, in all material respects, in 
relation to the financial statements taken as a whole. 
 

 
BRIAN SONNTAG, CGFM 
STATE AUDITOR 
 
April 20, 2010 
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Financial Section 
 

City of Sedro-Woolley 
Skagit County 

January 1, 2009 through December 31, 2009 
 
 
FINANCIAL STATEMENTS 
 

Fund Resources and Uses Arising from Cash Transactions – 2009 
Fiduciary Fund Resources and Uses Arising from Cash Transactions – 2009 
Notes to Financial Statements – 2009 

 
 
SUPPLEMENTAL INFORMATION 
 

Schedule of Long-Term Debt – 2009 
Schedule of Expenditures of Federal Awards – 2009 
Notes to the Schedule of Expenditures of Federal Awards – 2009 
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MCAG NO. 0647 CITY OF SEDRO-WOOLLEY

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

For The Year Ended December 31, 2009

Schedule 16

1 2 3 4 6
Federal Agency Other Foot
Name / Pass- Federal Program  CFDA Identification Pass- Direct note

Through Agency Name Name Number Number Through Awards Total Ref.
U.S. Department of Agriculture, Community Facilities 10.766 2,893,509 2,893,509 3
     Rural Development   (loan)
Dept of Transportation Federal Highway Planning & 20.205 REV-STPUS 862,551 2
     Highway Administration/Pass-   Construction     0020(117)
     Through from WA State Dept of LA-4441
     Transportation

ARRA - High Priority LA-6522 134,867 2,4
  Project

High Priority Project LA-6522 587,340 2

STPE 0009(057) LA-6320 351,490 2

subtotal 1,936,248 1,936,248
Institute of Museum and Library Grants to States 45.310 G-3946 6,506
      Services/Pass-Through from LSTA State Library 
      the Sec of State WA State   Program
      Library LSTA OCLC Services G-4153 3,392

subtotal 9,898 9,898
Department of Homeland Security/ Disaster Grants 97.036 057-63175-00 4,887 2
      Pass-Through from WA State Public Assistance 1825-DR-WA
      Division of Emergency Mgmt,   Program
      Military Dept. Public Assistance 057-63175-00 1,484 2

  Program 1817-DR-WA

subtotal 6,371 6,371
Department of Homeland Security ARRA-Assistance to 97.115 EMW-2009- 5,811 5,811 2,4
       Firefighters Grant FC-01076R
TOTAL FEDERAL AWARDS EXPENDED 1,952,517$   2,899,320$  4,851,837$   

Expenditures
5
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                                        CITY OF SEDRO-WOOLLEY, WASHINGTON
       NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

NOTE 1 - BASIS OF ACCOUNTING
The Schedule of Expenditures of Federal Awards is prepared on the same basis of accounting
as the City of Sedro-Woolley's financial statements.  The City uses the cash basis of
accounting.

NOTE 2 - PROGRAM COSTS
The amounts shown as current year expenditures represent only the Federal grant portion
of the program costs.  Entire program costs, including the City's portion, are more than
shown.

Expenditures listed for the FEMA 057-63175-00 1825-DR-WA public assistant grant and the  
Washington State Division of Emergency Management , Military Department grant  D09-404
were paid in 2008 and determined to be eligible in 2009, thus are shown as current year.

NOTE 3 - FEDERAL LOANS
The City of Sedro-Woolley was approved by USDA Rural Development to receive a loan
totaling $2,925,000 to build a City Hall.  The amount listed includes the outstanding loan
balance from prior years for which there are continuing compliance requirements. This
loan is also reported on the City of Sedro-Woolley's Schedule of Long-Term Debt.

NOTE 4 - AMERICAN RECOVERY AND REINVESTMENT ACT (ARRA) OF 2009
Expenditures for this program were funded by ARRA.
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(SAO FACTS.DOC - Rev. 06/09) 

ABOUT THE STATE AUDITOR'S OFFICE                   
 
 
The State Auditor's Office is established in the state's Constitution and is part of the executive 
branch of state government.  The State Auditor is elected by the citizens of Washington and serves 
four-year terms. 
 
Our mission is to work in cooperation with our audit clients and citizens as an advocate for 
government accountability.  As an elected agency, the State Auditor's Office has the independence 
necessary to objectively perform audits and investigations.  Our audits are designed to comply with 
professional standards as well as to satisfy the requirements of federal, state, and local laws. 
 
The State Auditor's Office employees are located around the state to deliver our services effectively 
and efficiently.   
 
Our audits look at financial information and compliance with state, federal and local laws on the 
part of all local governments, including schools, and all state agencies, including institutions of 
higher education.  In addition, we conduct performance audits of state agencies and local 
governments and fraud, whistleblower and citizen hotline investigations.   
 
The results of our work are widely distributed through a variety of reports, which are available on 
our Web site and through our free, electronic subscription service.  We continue to refine our 
reporting efforts to ensure the results of our audits are useful and understandable.  
 
We take our role as partners in accountability seriously.  We provide training and technical 
assistance to governments and have an extensive quality assurance program. 
 
 
State Auditor Brian Sonntag, CGFM 
Chief of Staff Ted Rutt 
Deputy Chief of Staff Doug Cochran 
Chief Policy Advisor Jerry Pugnetti 
Director of Audit  Chuck Pfeil, CPA 
Director of Special Investigations Jim Brittain, CPA 
Director for Legal Affairs Jan Jutte, CPA, CGFM 
Director of Quality Assurance Ivan Dansereau 
Local Government Liaison Mike Murphy 
Communications Director Mindy Chambers 
Public Records Officer Mary Leider 
Main number (360) 902-0370 
Toll-free Citizen Hotline (866) 902-3900 
 
Web Site www.sao.wa.gov 
Subscription Service                          https://www.sao.wa.gov/EN/News/Subscriptions/ 




