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Office of the Washington State Auditor 

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS 

Thurston PUD 

January 1, 2018 through December 31, 2018 

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

Audit Period: 

January 1, 2017 – December 31, 2017 

Report Ref. No.: 

1023234 

Finding Ref. No.: 

2017-001 

Finding Caption: 

The District’s internal controls over financial statement preparation were inadequate to ensure 

accurate and complete financial reporting. 

Background: 

District management is responsible for designing, implementing and maintaining internal 

controls to ensure financial statements are fairly presented and to provide reasonable assurance 

regarding the reliability of financial reporting. 

Our audit identified that the District’s financial statements over-reported net investment in capital 

assets by $9,060,912, over-reported restricted for capital projects by $884,024 and under-reported 

unrestricted net position by the combined amount. 

Status of Corrective Action: (check one) 

☒ Fully

Corrected 

□ Partially Corrected ☐ Not Corrected □ Finding is considered no

longer valid

Corrective Action Taken:  

The District has provided proper training and a plan to ensure accurate financial reporting and 

an effective review process. 
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Office of the Washington State Auditor 

INDEPENDENT AUDITOR’S 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  

Thurston PUD 

January 1, 2018 through December 31, 2018 

Board of Commissioners 

Thurston PUD 

Lacey, 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 

business-type activities and the aggregate remaining fund information of Thurston PUD, as of and 

for the year ended December 31, 2018, and the related notes to the financial statements, which 

collectively comprise the District’s basic financial statements, and have issued our report thereon 

dated October 8, 2019. 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audit of the financial statements, we considered the District’s 

internal control over financial reporting (internal control) to determine the 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 District’s 

internal control.  Accordingly, we do not express an opinion on the effectiveness of the District’s 

internal control. 

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 District'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. 
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Office of the Washington State Auditor 

Our consideration of internal control was for the limited purpose described in the first paragraph 

of this section and was not designed to identify all deficiencies in internal control that might be 

material weaknesses or significant deficiencies.  Given these limitations, during our audit we did 

not identify any deficiencies in internal control that we consider to be material weaknesses.  

However, material weaknesses may exist that have not been identified. 

COMPLIANCE AND OTHER MATTERS 

As part of obtaining reasonable assurance about whether the District’s financial statements are free 

from material misstatement, we performed tests of the District’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.   

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 

District’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 District’s internal control 

and compliance.  Accordingly, this communication is not suitable for any other purpose.  However, 

this report is a matter of public record and its distribution is not limited.  It also serves to 

disseminate information to the public as a reporting tool to help citizens assess government 

operations. 

Pat McCarthy 

State Auditor 

Olympia, WA 

October 8, 2019 
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Office of the Washington State Auditor 

INDEPENDENT AUDITOR’S REPORT ON 

FINANCIAL STATEMENTS 

Thurston PUD 

January 1, 2018 through December 31, 2018 

Board of Commissioners 

Thurston PUD 

Lacey, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the business-type activities and the 

aggregate remaining fund information of Thurston PUD, as of and for the year ended 

December 31, 2018, and the related notes to the financial statements, which collectively comprise 

the District’s basic financial statements as listed on page 10. 

Management’s Responsibility for the Financial Statements  

Management is responsible for the preparation and fair presentation of these financial statements 

in accordance with accounting principles generally accepted in the United States of America; this 

includes 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. 

Auditor’s Responsibility 

Our responsibility is to express opinions 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 from material misstatement.   

An audit involves performing procedures to obtain audit evidence about the amounts and 

disclosures in the financial statements.  The procedures selected depend on the auditor’s judgment, 

including the assessment of the risks of material misstatement of the financial statements, whether 

due to fraud or error.  In making those risk assessments, the auditor considers internal control 
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relevant to the District’s preparation and fair presentation of the financial statements 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 District’s internal control.  Accordingly, we 

express no such opinion.  An audit also includes evaluating the appropriateness of accounting 

policies used and the reasonableness of significant accounting estimates made by management, as 

well as evaluating the overall presentation of the financial statements. 

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis 

for our audit opinions. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, 

the respective financial position of the business-type activities and the aggregate remaining fund 

information of Thurston PUD, as of December 31, 2018, and the respective changes in financial 

position and, where applicable, cash flows thereof for the year then ended in accordance with 

accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the 

management’s discussion and analysis and required supplementary information listed on page 10 

be presented to supplement the basic financial statements.  Such information, although not a part 

of the basic financial statements, is required by the Governmental Accounting Standards Board 

who considers it to be an essential part of financial reporting for placing the basic financial 

statements in an appropriate operational, economic or historical context.  We have applied certain 

limited procedures to the required supplementary information in accordance with auditing 

standards generally accepted in the United States of America, which consisted of inquiries of 

management about the methods of preparing the information and comparing the information for 

consistency with management’s responses to our inquiries, the basic financial statements, and 

other knowledge we obtained during our audit of the basic financial statements.  We do not express 

an opinion or provide any assurance on the information because the limited procedures do not 

provide us with sufficient evidence to express an opinion or provide any assurance. 
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OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

In accordance with Government Auditing Standards, we have also issued our report dated 

October 8, 2019 on our consideration of the District’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 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 District’s internal control over financial reporting and compliance. 

Pat McCarthy 

State Auditor 

Olympia, WA 

October 8, 2019 
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FINANCIAL SECTION 

Thurston PUD 

January 1, 2018 through December 31, 2018 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2018 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2018 

Statement of Revenues, Expenses and Changes in Net Position – 2018 

Statement of Cash Flows – 2018 

Statement of Fiduciary Net Position – Agency Funds – 2018  

Notes to Financial Statements – 2018 

REQUIRED SUPPLEMENTARY INFORMATION 

Schedule of Proportionate Share of Net Pension Liability – PERS 1, PERS 2/3 – 2018 

Schedule of Employer Contributions – PERS 1, PERS 2/3 – 2018 
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Condensed Financial Information for December 31, 2018, and 2017

Increase %
(Decrease) Change

STATEMENT OF NET POSITION 2018 2017 2018 - 2017 2018 - 2017 
Current Assets 3,253,128$       2,375,250$     877,878$             36.96%
Other Non-Current Assets 2,362,463         647,802          1,714,661            264.69%

Capital Assets 31,389,853       32,740,123 (1,350,270)          -4.12%

Total Assets 37,005,444$  35,763,175$  1,242,269$         3.47%

DEFERRED OUTFLOWS of RESOURCES 289,534$          127,616$        161,918$             126.88%

Current Liabilities 1,093,501$       11,671,108$   (10,577,607)$       -90.63%
Noncurrent Liabilities 16,291,290       4,651,464 11,639,826         250.24%

Total Liabilities 17,384,791$     16,322,572$   1,062,219$          6.51%

DEFERRED INFLOWS of RESOURCES 272,905            124,575          148,330               119.07%

Net Investment in Capital Assets 16,885,150$     18,591,960$   (1,706,810)$         -9.18%
Restricted Net Position 2,362,463$       1,081,844$     1,280,619$          118.37%
Unrestricted Net Postion 389,668$  (230,160)$  619,828$            -269.30%

Total Net Position 19,637,281$     19,443,644$   193,637$             1.00%

Condensed Financial Information for December 31, 2018, and 2017

Increase %
(Decrease) Change

STATEMENT OF CHANGES IN NET POSITION 2018 2017 2018 - 2017 2018 - 2017
Operating Revenues 6,170,625$       3,595,701$     2,574,924$          71.61%
Non-Operating Revenues 380,179            488,294 (108,115)             -22.14%

Total Revenues 6,550,804$       4,083,995$     2,466,809$          60.40%

Operating Expenses 5,126,336$       3,473,946$     1,652,390$          47.57%
Non-Operating Expenses 1,477,105         245,981 1,231,124           500.50%

Total Expenses 6,603,440$       3,719,926$     2,883,514$          77.52%
Net Operating Revenue (Expenses) (52,636)$           364,069$        (416,705)$            -114.46%

Capital Contributions 246,274            14,089,512 (13,843,238)        -98.25%

Change in Net Position 193,637$  14,453,581$  (14,259,943)$      -98.66%

Net Position Balance, BOY 19,443,644$     4,990,064$     14,453,580$        289.65%
Current Year Change in Net Positon 193,637            14,453,580     (14,259,943)         -98.66%

Balance, EOY 19,637,281$  19,443,644$  193,637$            1.00%

As of December 31
Combined Total

Combined Total
As of December 31
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Operating Revenues 

Operating Expenses 

Non-Operating Revenues & Expenses 
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Capital Contributions

Net Position 

Capital Assets

Long-Term Debt Activity

Debt Service Coverage
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STATEMENT OF NET POSITION

The accompanying notes are an integral part of these financial statements. 
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STATEMENT OF NET POSITION

The accompanying notes are an integral part of these financial statements. 

Page 16



STATEMENT OF REVENUES, EXPENSES AND CHANGES IN NET POSITION

The accompanying notes are an integral part of these combined financial statements.
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2,516,539                             

STATEMENT OF CASH FLOWS

The accompanying notes are an integral part of these combined financial statements.
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STATEMENT OF CASH FLOWS

The accompanying notes are an integral part of these combined financial statements.
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STATEMENT OF FIDUCIARY NET POSITION - AGENCY FUNDS
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2007-2012 Experience Study 2017 Economic Experience Study. 
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Schedules of Employer and Nonemployer Allocations
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Bureau of Labor 
Statistics of the United States Department of Labor.
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Public Employees' Retirement System Plan 1 2018 2017 2016 2015

Employer's proportion of the net pension liability (asset) % 0.010192% 0.007130% 0.007507%   0.006960%

Employer's proportionate share of the net pension 
liability $ 455,178$       338,324$     403,161$     364,073$    

Covered payroll* $ 1,416,904$   897,627$     863,175$     795,446$    

Employer's proportionate share of the net pension 
liability as a percentage of covered payroll % 32.12% 37.69% 46.71%   45.77%

Plan fiduciary net position as a percentage of the total 
pension liability % 63.22% 61.24% 57.03%   59.10%

Public Employees' Retirement System Plans 2 & 3 2018 2017 2016 2015
   

Employer's proportion of the net pension liability 0.013146% 0.009171% 0.009620%   0.008989%

Employer's proportionate share of the net pension 
liability 224,456$       318,648$     484,359$     321,182$    

Employer's covered employee payroll 1,416,904$   897,627$     863,175$     795,446$    

Employer's proportionate share of the net pension 
liability as a percentage of covered employee payroll 15.84% 35.50% 56.11%   40.38%

Plan fiduciary net position as a percentage of the total 
pension liability 95.77% 90.97% 85.82%   89.20%
 

Notes to Schedule:
*This schedule will be built prospectively until it contains 10 years of data
*There were no changes in benefit terms or assumptions

Schedule of Proportionate Share of the Net Pension Liability
Public Employees' Retirement System

Last 10 Fiscal Years*
As of June 30 (measurement date)
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Public Employees' Retirement System Plan 1 2018 2017 2016 2015

Statutorily or contractually required contributions $ 86,131$          51,400$         41,877$       35,597$      

Contributions in relation to the statutorily or contractually 
required contributions* $ (86,131)$         (51,400)$       (41,877)$     (35,597)$    

Contribution deficiency (excess) $ ‐$   ‐$   ‐$                  ‐$                 

Covered payroll* $ 1,702,443$     1,045,904$   877,912$    809,212$   

Contributions as a percentage of covered payroll % 5.06% 4.91% 4.77% 4.40%

Public Employees' Retirement System Plans 2 & 3 2018 2017 2016 2015

Statutorily or contractually required contributions 127,662$        72,478$         54,694$       62,787$      

Contributions in relation to the statutorily or contractually 
required contributions (127,662)$       (72,478)$       (54,694)$     (62,787)$    

Contribution deficiency (excess) ‐$   ‐$   ‐$                  ‐$                 

Covered employer payroll $ 1,702,443$     1,045,904$   877,912$    809,212$   

Contributions as a percentage of covered employee payroll 7.50% 6.93% 6.23% 7.76%

Notes to Schedule:
*This schedule will be built prospectively until it contains 10 years of data
*There were no changes in benefit terms or assumptions

Schedule of Employer Contributions

For the year ended December 31
Last 10 Fiscal Years*

Public Employees' Retirement System
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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. 

We work with our audit clients and citizens to achieve our vision of government that works for 

citizens, by helping governments work better, cost less, deliver higher value, and earn greater 

public trust. 

In fulfilling our mission to hold state and local governments accountable for the use of public 

resources, we also hold ourselves accountable by continually improving our audit quality and 

operational efficiency and developing highly engaged and committed employees. 

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. 

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

The results of our work are widely distributed through a variety of reports, which are available on 

our website and through our free, electronic subscription service.  

We take our role as partners in accountability seriously, and provide training and technical 

assistance to governments, and have an extensive quality assurance program. 

Contact information for the State Auditor’s Office 

Public Records requests PublicRecords@sao.wa.gov 

Main telephone (360) 902-0370

Toll-free Citizen Hotline (866) 902-3900

Website www.sao.wa.gov 
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