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Federal Summary

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

The results of our audit of the Snohomish Health District are summarized below in accordance
with U.S. Office of Management and Budget Circular A-133.

FINANCIAL STATEMENTS

An unmodified opinion was issued on the financial statements of the governmental activities and
each major fund.

Internal Control Over Financial Reporting:

e Significant Deficiencies: We identified deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We noted no instances of noncompliance that were material to the financial statements of the
District.

FEDERAL AWARDS
Internal Control Over Major Programs:
e 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.

e Material Weaknesses: We identified no deficiencies that we consider to be material
weaknesses.

We issued an unmodified opinion on the District’s compliance with requirements applicable to
each of its major federal programs.

We reported no findings that are required to be disclosed under section 510(a) of OMB Circular
A-133.
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Identification of Major Programs:

The following were major programs during the period under audit:

CFDA No. Program Title

93.268 Immunization Grants Cluster — Immunization

93.778 Medicaid Cluster - Medical Assistance Program

93.994 Maternal and Child Health Services Block Grant to the States

The dollar threshold used to distinguish between Type A and Type B programs, as prescribed by
OMB Circular A-133, was $300,000.

The District qualified as a low-risk auditee under OMB Circular A-133.
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Schedule of Audit Findings and Responses

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

1. The District's internal controls over accounting and financial statement
preparation are inadequate to ensure accurate reporting.

Background

It is the responsibility of District management to design and follow internal controls that
provide reasonable assurance regarding the reliability of financial reporting. Our audit
identified deficiencies in internal controls over financial reporting that could affect the
District’s ability to produce reliable financial statements.

Description of Condition

During our audit, we identified the following deficiencies in internal controls that when
taken together, represent a significant deficiency:

e The District has review and oversight procedures in place to ensure journal entries
were accurate, supported and independently reviewed on a timely basis.
However, the year-end journal vouchers performed by the Business Manager
were not independently reviewed.

e Allotted time and resources to prepare and perform a technical and independent
review of the financial statements was not adequate to ensure consistency with
Generally Accepted Accounting Principles (GAAP). As a result, an independent
review was not performed to ensure the financial statements were free from
errors.

e The District uses a detailed trial balance to prepare the Schedule of Expenditures
of Federal Awards (SEFA); however, it lacks procedures to ensure the
information presented on the SEFA is accurate and based on federal expenditures.

Cause of Condition

The District prepares its financial statements in accordance with Generally Accepted
Accounting Principles (GAAP). These financial statements are complex and reporting
requirements change frequently. The District also encountered a transition period of
staffing changes during the period under audit. District management did not dedicate and
prioritize the necessary staff time or resources to ensure its financial reporting was
accurate and complete.
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Effect of Condition

Inaccurate financial reports limit access to financial information used by District officials,
the public, state and federal agencies and other interested parties. As a result of these
control deficiencies, our audit identified several errors in the original financial statements
we received for audit:

¢ On the Statement of Net Position, the District overstated cash and equivalents by
$139,531, which did not tie to the general ledger. Receivables were understated
by $154,524 due to not recording an inter-fund receivable. The net effect of these
errors resulted in the District’s net position; the remaining assets after liabilities
are deducted, to be understated by $14,993.

e The District reported both short-term and long-term compensated absences on the
financial statements. However, of these amounts, it improperly classified
compensatory time off as long-term instead of short-term in the amount of
$19,205.

e The District did not ensure the SEFA was accurate and complete by performing a
detailed review of Catalog of Federal Domestic Assistance (CFDA) numbers and
expenditures totals. The SEFA was missing and had inaccurate CFDA numbers
and expenditure amounts.

We identified additional errors in the financial statements, Notes to the Financial
Statements and SEFA.

All the errors identified above were not material and the District subsequently corrected
all errors identified.

Recommendation

We recommend the District strengthen internal controls and financial statement
preparation procedures to ensure:

e Journal vouchers are accurate, supported and independently reviewed on a timely
basis.

e Staff responsible for preparing and reviewing financial statements are given
sufficient time, resources and training to ensure the statements are in accordance
with GAAP.

e Someone knowledgeable and independent of the financial statement preparation
process performs a detailed review of all financial statements, including the SEFA
and Notes to the Financial Statements, to ensure accurate and complete recording
and reporting of financial information.
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District’s Response

Snohomish Health District acknowledges its responsibility in safeguarding public funds
and appreciates the State Auditor’s Office in reviewing our financial statements and
internal controls.

The District acknowledges and agrees with the State Auditor’s assessment of the
condition of its internal controls over accounting and financial statement preparation
during this audit period. The District has taken actions to address each of these
deficiencies, and to generally improve its internal controls. Action steps taken by the
District to correct the deficiencies outlined in the “Description of Condition” section of
this audit finding include, but are not limited to:

1) Train additional staff to complete adjusting entries for Compensated Absences,
OPEB obligations and other year-end adjustments so that there are two levels of
oversight: initial preparation and subsequent review by an Accounting
Supervisor.

2) Update procedures for preparing the Schedule of Expenditures of Federal Awards
(SEFA) to ensure proper reporting.

3) Provide adequate time for Accounting Supervisor to prepare financial statements
and Business Manager to review them prior to submittal.

The District elected to make all corrections to the financial statements and accompanying
notes that were recommended by the State Auditor’s Office prior to the publishing of this
report. The District wishes to note that the State Auditor’s Office did not identify any
material misstatements in its financial statements.

The District acknowledges that a lack of resources and several position changes and new
staff assignments in the Business and Information Services divisions has made
accountability difficult. Nevertheless, we hold ourselves to the highest fiscal reporting
and accounting standards and we extend our appreciation to the State Auditor’s Office
for assisting the District to identify deficiencies in our procedures. The corrective actions
taken by the District will result in significant improvements in financial controls, and will
ensure that future financial statements presented by the District will be accurate and
complete.

Auditor’s Remarks

We appreciate the District’s commitment to resolving the issues identified above. We
will follow-up on the status of this finding during the next regularly scheduled audit.

Washington State Auditor's Office Page 8



Applicable Laws and Regulations

Government Auditing Standards, December 2011 Revision, paragraph 4.23, states:

4.23 When performing GAGAS financial audits, auditors should
communicate in the report on internal control over financial reporting and
compliance, based upon the work performed, (1) significant deficiencies
and material weaknesses in internal control; (2) instances of fraud and
noncompliance with provisions of laws or regulations that have a material
effect on the audit and any other instances that warrant the attention of
those charged with governance; (3) noncompliance with provisions of
contracts or grant agreements that has a material effect on the audit; and
(4) abuse that has a material effect on the audit.

The American Institute of Certified Public Accountants defines significant deficiencies
and material weaknesses in its Codification of Statements on Auditing Standards,
section 265, as follows:

.07 For purposes of generally accepted auditing standards, the following
terms have the meanings attributed as follows:

Material weakness. A deficiency, or a combination of deficiencies, in
internal control, such that there is a reasonable possibility that a material
misstatement of the entity's financial statements will not be prevented, or
detected and corrected, on a timely basis.

Significant deficiency. 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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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

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

Board of Health
Snohomish Health District
Everett, 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
governmental activities and each major fund of the Snohomish Health District, Snohomish
County, Washington, as of and for the year ended December 31, 2013, and the related notes to
the financial statements, which collectively comprise the District’s basic financial statements,
and have issued our report thereon dated August 20, 2014. As discussed in Note 1 to the
financial statements, during the year ended December 31, 2013, the District implemented
Governmental Accounting Standards Board Statement No. 65, Financial Reporting of Deferred
Outflows of Resources, Deferred Inflows of Resources and Net Position.

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 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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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 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. We
did identify certain deficiencies in internal control, described in the accompanying Schedule of
Audit Findings and Responses as Finding 1, that we consider to be significant deficiencies.

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.

DISTRICT’S REPONSE TO FINDINGS

The District’s response to the findings identified in our audit is described in the accompanying
Schedule of Audit Findings and Responses. The District’s response was not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we express
no opinion on the response.

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.

T ey X iy

TROY KELLEY
STATE AUDITOR

August 20, 2014
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Independent Auditor’s Report on Compliance for Each
Major Federal Program and on Internal Control over
Compliance in Accordance with OMB Circular A-133

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

Board of Health
Snohomish Health District
Everett, Washington

REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM

We have audited the compliance of the Snohomish Health District, Snohomish 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 could have a
direct and material effect on each of its major federal programs for the year ended December 31,
2013. The District’s major federal programs are identified in the accompanying Federal
Summary.

Management’s Responsibility

Management is responsible for compliance with the requirements of laws, regulations, contracts
and grants applicable to its federal programs.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for each of the District’s major federal
programs based on our audit of the types of compliance requirements referred to above. We
conducted our audit of compliance in accordance with auditing standards generally accepted in
the United States of America; the standards applicable to 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 District’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 on compliance for each

major federal program. Our audit does not provide a legal determination on the District’s
compliance.
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Opinion on Each Major Federal Program

In our opinion, the District complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on each of its major
federal programs for the year ended December 31, 2013.

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of the District is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In
planning and performing our audit of compliance, we considered the District’s internal control
over compliance with the types of requirements that could have a direct and material effect on
each major federal program in order to determine the auditing procedures that are appropriate in
the circumstances for the purpose of expressing an opinion on compliance for each major federal
program and to test and report on internal control over compliance in accordance with OMB
Circular A-133, 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
District'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. A significant deficiency in internal control over compliance 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.

Our consideration of internal control over compliance 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. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

PURPOSE OF THIS REPORT

The purpose of this report on internal control over compliance is solely to describe the scope of
our testing of internal control over compliance and the results of that testing based on the
requirements of OMB Circular A-133. Accordingly, this report is not suitable for any other
purpose. However, this report is a matter of public record and its distribution is not limited. It
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also serves to disseminate information to the public as a reporting tool to help citizens assess

government operations.

Tory X iy

TROY KELLEY
STATE AUDITOR

August 20, 2014
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Independent Auditor’s Report on Financial Statements

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

Board of Health
Snohomish Health District
Everett, Washington

REPORT ON THE FINANCIAL STATEMENTS

We have audited the accompanying financial statements of the governmental activities and each
major fund of the Snohomish Health District, Snohomish County, Washington, as of and for the
year ended December 31, 2013, and the related notes to the financial statements, which
collectively comprise the District’s basic financial statements as listed on page 18.

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 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.
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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 governmental activities and each major fund of the
Snohomish Health District, as of December 31, 2013, and the respective changes in financial
position thereof, and the respective budgetary comparison for the General Fund, for the year then

ended in accordance with accounting principles generally accepted in the United States of
America.

Matters of Emphasis

As discussed in Note 1 to the financial statements, in 2013, the District adopted new accounting
guidance, Governmental Accounting Standards Board Statement No. 65, Financial Reporting of
Deferred Outflows of Resources, Deferred Inflows of Resources and Net Position. Our opinion
is not modified with respect to this matter.

Other Matters
Required Supplementary Information

Accounting principles generally accepted in the United States of America require that the
management’s discussion and analysis on pages 19 through 23 and information on
postemployment benefits other than pensions on page 50 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.

Supplementary and Other Information

Our audit was conducted for the purpose of forming opinions on the financial statements that
collectively comprise the District’s basic financial statements. The accompanying Schedule of
Expenditures of Federal Awards is presented for 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. This schedule is not a required part of the basic 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 basic financial
statements. The information has been subjected to the auditing procedures applied in the audit of
the basic financial statements and certain additional procedures, including comparing and
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reconciling such information directly to the underlying accounting and other records used to
prepare the basic financial statements or to the basic financial statements themselves, and other
additional procedures in accordance with auditing standards generally accepted in the United
States of America. In our opinion, the information is fairly stated, in all material respects, in
relation to the basic 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
August 20, 2014 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.

T ey X iy

TROY KELLEY
STATE AUDITOR

August 20, 2014
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Financial Section

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

REQUIRED SUPPLEMENTARY INFORMATION

Management’s Discussion and Analysis — 2013

BASIC FINANCIAL STATEMENTS

Statement of Net Position — 2013
Statement of Activities — 2013
Balance Sheet — Governmental Funds — 2013

Statement of Revenues, Expenditures and Changes in Fund Balance — Governmental
Funds — 2013

Budgetary Comparison Statement — Governmental Funds — 2013
Notes to Financial Statements — 2013

REQUIRED SUPPLEMENTARY INFORMATION

Information on Postemployment Benefits Other Than Pensions — 2013
SUPPLEMENTARY AND OTHER INFORMATION

Schedule of Expenditures of Federal Awards — 2013
Notes to the Schedule of Expenditures of Federal Awards — 2013
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MANAGEMENT'S DISCUSSION AND ANALYSIS

Snohomish Health District’s discussion and analysis offers readers of the District's
financial statements a narrative overview and analysis of the District's financial
activities for the fiscal year ended December 31, 2013. We encourage readers to consider
the information presented here in combination with the additional information that we
have furnished in the financial statements and notes to the financial statements,

FINANCIAL HIGHLIGHTS

» The total assets of the district exceeded its liabilities at December 31, 2013 by
$7,509,186 (net position). Net assets invested in capital assets (net of depreciation
and related debt) account for 56 percent of this amount, with a vatue of
$4,213,001.

s During 2013 the financial condition of the District has improved. As of December
31, 2013 the District's governmental activities reported combined ending fund
balances of $6,503,218. This represents a $980,133 increase from the $5,523,085
ending 2012 fund balances.

The District’s general fund is the main operating fund of the District. This fund
accounts for all financial resources except those accounted for in the special revenue

fund.

The Public Health Emergency Preparation and Response special revenue fund accounts
for activity relating to the District’s role as the lead agency for a six county region.

OVERVIEW OF THE FINANCIAL STATEMENTS

This discussion and analysis is intended to serve as an introduction to Snohomish
Health District’s basic financial statements. The District’s basic financial statements are
comprised of three components: 1) government-wide financial statements, 2) fund
financial statements, and 3) notes to the financial statements.

' Government-Wide Financial Statements

The government-wide financial statements are designed to provide readers with a
broad overview of the District’s finances in a manner similar to a private sector
business. The governmental activities of Snohomish Health District include a full range
of public health services.
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Capital Asset Activity

A schedule summarizing capital asset activity and the District’s capitalization policies
are provided in Note 1 E (6). The District’s total investment in capital assets is
$4,213,001, net of accumulated depreciation. The investment in capital assets includes
land, buildings, improvements, equipment, furniture and vehicles. Capital assets
decreased by $213,657 primarily due to an increase in accumulated depreciation.

Statement of Net Position

The statement of net position presents information on all of Snohomish Health District’s
assets and liabilities, with the difference between the two reported as net position, This
statement serves a purpose similar to that of the balance sheet of a private-sector
business. Over time, increases or decreases in net position may serve as a useful
indicator of changes in the District’s financial position. Snohomish Health District’s
assets exceeded Habilities by $7,509,186 at December 31, 2013. The following table
reflects the condensed Government-Wide Statement of Net Position of the Health

District,
Comparative Statement of Net Position
Governmental Activities
2013 2012
Current assets $8,775,327 $7,895,745
Capital assets (net of depreciation) 4213001 4,426,658
Total assets 12,988,328 12,322,403
Current liabilities 2,560,074 2,372,661
Long-term liabilities 2,919,068 2,929,601
Total liabilities 5,479,142 5,302,262
Net Position:
Invested in capital assets 4,213,001 4,426,658
Unrestricted 3,296,185 2,593,483
~ Total net position 7.509,1¢ $7,020,141
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Statement of Activities

The statement of activities presents information showing how the District’s net position
changed during 2013. All changes in net position are reported using the accrual basis of
accounting, similar to the method used by most private-sector companies.

Comparative Statement of Activities

2013 2012
Program Revenues
Charges for Services $5,844,284 $5,519,613
Operating Grants & Contributions 5,935,710 6,029,373
General Revenues
Grants & Contributions not restricted
to specific programs 5,967,357 5,682,919
Interest and investment earnings 7,467 8,304
Miscellaneous 243,807 286,037
Total Revenues $17,998,625 $17,526,246
Program Expenses
Public Health 17,509,579 $17.946,078
Total Expenses $17,509,579 $17,946,078
Change in Net Position 489,045 (419,832)
Net Position Beginning $7.020,141 $7,439,973
Net Position Ending 509,186 $7.020,141

The accrual basis of accounting requires that revenues be reported when they are

earned and expenses are reported when the goods and services are received, regardless

of the timing of the cash flow. Thus, revenues and expenses are reported in this

statement for some items that will only result in cash flows in future fiscal periods, e.g.,

“accounts receivable.

In their fiscal budget for 2013-14, the State of Washington made changes to the
classification of some of their assistance to local health districts. Revenue sources

historically referred to as 5930 Funds and MVET Replacement funds were replaced by a

general distribution from the State Treasurer. These funds are no longer restricted for

specific programs.
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Fund Financial Statements

A fund is a grouping of related accounts that is used to maintain control over resources
that have been segregated for specific activities or objectives. Snohomish Health
District, like other state and local governments, uses fund accounting to ensure and
demonstrate compliance with finance related legal activities. All of the funds of the
District are classified as governmental funds.

Governmental Funds

The Governmental Fund Balance Sheet and the Governmental Fund Statement of
Revenues, Expenditures, and Changes in Fund Balances present columns of financial
data for the General Fund and Public Health Emergency Preparedness & Response
fund. The General Fund is considered to be a major fund based on criteria established
by GASB Statement No. 34, GASB Statement No. 34 defines a major fund as a fund
who's assets, liabilities, revenues or expenditures comprise 1) at least 10 percent of the
total dollar amount of the same category within either all government or all enterprise
funds, as appropriate, and 2) at least 5 percent of the total dollar amount of all
governmental and enterprise funds combined for the same category. The General Fund
is always considered a major fund.

The District adopts an annual budget for its General Fund and Special Revenue Fund. A
budgetary compatison of revenues, expenditures, and changes in fund balances is
provided for the General Fund and the Special Revenue fund to demonstrate
compliance with budget.

Budget Variances in the General Fund

In 2013, Snohomish Health District, facing nearly a million dollar deficit, determined to
malke significant strides in bringing the structural deficit under control. One strategy
employed by the district was to carefully scrutinize the need to replace any position as
it was vacated by retirements and resignations. In so doing, the district recognized a
salary savings of $621,580 or 4.4% of budgeted salaries and benefits.

The Health District receives vaccine from the State of Washington Department of
Health. The amount of vaccine is not predictable and the actual amount received
cannot be determined prior to year end. To account for the vaccine, an equal amount of
revenue and expense are recorded in the appropriate accounts at year end. Due to the
uncertainty of the value of the vaccine that will be made available, it is not reflected in
the budget approved by the Board of Health. The value of the vaccine expensed during
2013 was $510,080. Without the effect of the donated vaccine, the actual general fund
under-expenditure for supplies was $114,672 or 15.5%.

Other Services and Charges were underspent by $133,640 or 7.3%
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The district’s 2013 capital budget allowed for $20,500 for server replacements, $85,500
for desktop PC replacements and $250,000 in project costs for an upgraded

-~ Environmental Health business system. The latter two projects did not get underway
until early 2014. The anticipated costs were re-appropriated in the 2014 budget.

The Public Health Emergency Preparedness and Response Fund is funded entirely
through federal grants. The revenue shortfall and accompanying under-expenditure
shown on the Budgetary Comparison Statement are due to adjustments in the grant

between fiscal years.

Notes to the Financial Statements

The notes provide additional information that is essential to a full understanding of the
data provided in the government-wide and fund financial statements. The notes to the
financial statements can be found immediately following the basic financial statements

in this repott.

Requests for Financial Information

This financial report is designed to provide a general overview of Snohomish Health
District’s finances. Questions concerning any information provided in this report
should be addressed to the Business Office 3020 Rucker Avenue, Everett, Washington,
98201.
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SNOHOMISH HEALTH DISTRICT

Statement of Net Position
December 31, _201 3

Governmental
- Activities
ASSETS
Cash & Equivalents 676,609
investments 5,747,153
Receivables 1,872,806
Prepayments 233,516
Inventory 245,243
Capital assets
Land 600,000
Building, net of Accumulated Depreciation 2,983,374
Other Capital Assets, net of Accumulated Depreciation 629,627
Total Assets 12,988,328
LIABILITIES
Accounts payable 208,645
Internal payables
Other accrued liabilities 1,042,872
Revenue collected in advance 1,019,693
Compensated absences:
Payable within one year 307,189
Payable after one year 1,480,417
Net OPEB Obligation-L T 1,400,446
Total Liabilities 5,479,142
NET POSITION
Invested in capital assets, net of related debt 4,213,001
Net Position Restricted
Net Position Unresfricted 3,296,185
Total Net Position $7,509,186

The accompanying notes are an integral part of this statement.
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SNOHOMISH HEALTH DISTRICT

Balance Sheet

Governmental Funds

December 31, 2013

Net position of governmental aclivities

Public Health Total All
Emergency Prep & Governmental
General Fund Response Funds
ASSETS
Cash & Equivalents $676,60% $676,609
Investments 5,747,153 $5,747,153
Receivables 1,718,282 154,523 $1,872,806
Internal Receivables 144,166 $144,165
Prepayments 233,516 $233,516
Inventory 245,243 $245,243
Total Assets $8,764,969 154,523 $8,919,493
LIABILITIES AND FUND BALANCES
Liabilittes:
Accounts payable 210,480 (936) $209,645
internal payables ' 144,165 $144,165
Other accrued liabilities 1,031,579 11,204 $1,042,872
Revenue collected in advance 1,019,693 $1,019,693
Accrued Employee Benefits $0
Total Liabilities 2,261,751 154,523 $2,416,275
Fund Balance:
Non-spendable 478,759 - $478,759
Committed 2,000,000 - $2,000,000
~ Assigned $0
Unassigned: 4,024,458 $4,024,458
Total Fund Balance 6,503,218 - $6,503,218
Total Liabilities and Fund Balance $8,764,569 154,523 $8,919,493
Reconciliation to the Statement of Net Position;
Total Governmental Fund Balances $6,503,218
Amounts reported for governmental activities in the statement of net position are different because:
Capitai assets net of depreciation are not reported in the funds ’ 4,213,001
Lizbiiities for compensated absences not due and payable in the current period are not (1,797,586}
Net OPEB Obligation not due and payabile in the current period is not reported in the fu (1,409,446}
$7,509,186

The accompanying notes are an integral part of this statement.
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SNOHOMISH HEALTH DISTRICT

Statement of Revenues, Expenditures, and Changes in Fund Balances

Governmentai Funds
For the Year Ended December 31, 2013

Public Health
Emergency Prep & | Total Gavernmental
General Fund Response Funds
Revenues:
Licenses and Permits $3,146,117 $3,146,117
Intergovernmental 11,201,456 $701,611 $11,903,087
Charges for Services 2,857,637 $2,857,537
Miscellaneous 251,274 $251,274
Total Revenues 17,456,383 $701,811 18,157,994
Expenditures:
Current
Personnel Services 13,637,879 $530,360 © $14,168,239
Supplies 1,136,068 $675 $1,136,743
Other Services and Charges 1,680,877 $171,499 $1,852,377
_ Capital Qutlay 20,501 $20,501
Total Expenditures 16,475,326 $702,635 17,177,860
Excess (deficiency) of
revenues aver expenditures 981,068 ($924) $980,133
Fund Balance as of January 1, 2013 5,522,160 $924 $5,523,084
Fund Balance as of December 31, 2013 $6,503,218 {$0) $6,503,218
Reconciliation to the Statement of Activities:
Net changes in fund balances - total governmental funds $980,133
Amounts reported for governmental activities in the statement of activities are different because:
Governmental funds report capital outlays as expenditures. However, in the Statement of
Activities, the cost of those assets are depreciated over their estimated useful lives,
Expenditures for capital assets $20,501
less current year depreciation ($234,159) {213,658)
Expenses for employee leave accruals incurred during the period related (164,826)
{o liabitities that are still outstanding and not yet due at year-end are not
reported in the funds
Changes in the Net OPEB Obligation relate fo fiabilities that are not due
and payable in current period and are not reported in the funds. (112,604)
Change in net position of governmental activitigs. $489,046
The accompanying notes are an integral part of this statement.
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NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The financial statements of the district have been prepared in conformity with generally

accepted accounting principles (GAAP) as applied to governmental units. The district
implemented the provisions of Governmental Accounting Standards Board (GASB) Statement No.

63, changing the presentation of the statement of net position. The Governmental Accounting
Standards Board (GASB) is the accepted standard setting body for establishing
governmental accounting and financial reporting principals. The significant accounting
policies are described below.

A, Reporting Entity

The district was incorporated in 1959 and operates under the laws of the state of
Washington applicable to local governmental units. As required by the generally
accepted accounting principles, the financial statements present Snohomish
Health District — the primary government.

B. Government-Wide and Fund Financial Statements

The government-wide financial statements (i.e., the statement of net position
and the statement of activities) report information on all of the nonfiduciary
activities of the primary government. For the most part, the effect of interfund
activity has been removed from these statements.

The statement of activities demonstrates the degree to which the direct expenses
of a given function or segment are offset by program revenues. Direct expenses
are those that are clearly identifiable with a specific function or segment. Our
policy is to allocate indirect costs to a specific function or segment. Program
revenues include 1) charges to customers or applicants who purchase, use, or
directly benefit from goods, services, or privileges provided by a given function
or segment and 2) grants and contributions that are restricted to meeting the
operational or capital requirements of a particular function or segment. Other
items not properly included among program revenues are reported instead as
general revenues.

C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation

The government-wide financial statements are reported using the economic
resources measurement focus and the accrual basis of accounting. Revenues are
recorded when earned and expenses are recorded when a liability is incurred,
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regardless of the timing of related cash flows. Grants and similar items are
recognized as revenue as soon as all eligibility requirements imposed by the
provider have been met.

Governmental fund financial statements are reported using the current financial
resources measurement focus and the modified accrual basis of accounting.
Revenues are recognized as soon as they are both measurable and available.
Revenues are considered to be available when they are collectible within the
current period or soon enough thereafter to pay liabilities of the current period.
For this purpose, the district considers revenues to be available if they are
collected within 90 days of the end of the current fiscal period. Expenditures
generally are recorded when a liability is incurred, as under accrual accounting.
However, expenditures related to compensated absences and claims and
judgments, are recorded only when payment is due.

Fees, licenses, and interest associated within the current period are all
considered to be susceptible to accrual and so have been recognized as revenues
of the current fiscal period. All other revenue items are considered to be
measurable and available only when cash is received by the district.

The district reports the following governmental funds:

The District’s general fund is the main operating fund of the District. This fund
accounts for all financial resources except those accounted for in the special
revenue fund.

The Public Health Emergency Preparation and Response special revenue fund
accounts for activity relating to the District’s role as the lead agency for the
emergency preparedness and response activities in a six county region.

D, Budgetary Information

(1)  Scope of Budget

Annual appropriated budgets are adopted for all funds on the accrual basis
of accounting,

The Health District's budget is adopted at the fund level so that expenditures
may not legally exceed appropriations at that level of detail..
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Appropriations for general and special revenue funds lapse at year end.

Encumbrances accounting is employed in governmental funds.
Encumbrances (e.g., purchase orders, contracts) outstanding at year end do
not constitute expenditures or liabilities because the commitments will be re-
appropriated and honored during the subsequent year.

(2 Amending the Budget

The director is authorized to transfer budgeted amounts between object
classes within programs; howevet, any revisions that alter the total
expenditures of a fund, or that affect the number of authorized employee
positions by more than 20% or 1 FTE whichever is greater, salary ranges,
hours, ot other conditions of employment must be approved by the board of
health,

When the board of health determines that it is in the best interest of the
district to increase or decrease the appropriation for a particular fund, it may
do so by resolution approved by one more than the majority after holding
public hearings.

The budget amounts shown in the financial statements are the final
authorized amounts as revised duting the year.

The financial statements contain the original and final budget information.
The original budget is the first complete appropriated budget. The final
budget is the original budget adjusted by all reserves, transfers, allocations,
supplemental appropriations, and other legally authorized changes
applicable for the fiscal year.

(3)  Excess of Expenditures over Appropriations

The Health District receives vaccine from the State of Washington
Department of Health and private drug companies. The amount of vaccine
is not predictable and the actual amount received cannot be determined prior
to year end. To account for the vaccine, an equal amount of revenue and
expense are recorded in the appropriate accounts at year end. Due to the
uncertainty of the value of the vaccine it is not reflected in the budget
approved by the Board of Health. The value of the donated vaccine
expensed during 2013 was $510,080.
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E. Assets, Liabilities and Equities

(1)  Cashand Cash Equivalents

At December 31, 2013 the district held $676,609 in cash and cash equivalents.
Cash equivalents are defined as uninvested residual cash and imprest funds.

The funds of the District are invested in accordance with RCW 35.82.070 (6).
The District invests in savings accounts, money market accounts and
certificates of deposit at banks that are qualified depositories as designated
by the Washington Public Deposit Protection Commission (WPDPC)
pursuant to RCW 39.58. The WPDPC is a risk sharing pool whereby member
bariks that are designated as "qualified public depositories” mutually insure
public deposits against loss. All deposits and bank balances are insured
against loss by the FDIC or WPDPC. All of the District investments are
classified under risk Category 1, as either insured, registered or held by
District or its agent in the District’s name.

All cash and investrnent amounts are recorded at market value.

(2) Investments

At December 31, 2013, the treasurer was holding $5,747,153 in short-term
residual investments of surplus cash. This amount is classified on the balance
sheet as Investments. These investments are valued at cost. The interest on
all investments is prorated to the various funds.

As required by state law, investments of the district's funds are obligations of
the U.S. Government, the State Treasurer's Investment Pool or deposits with
Washington State Banks and savings and loan institutions.

All investments are held by Snohomish County in the district's name.

3) Inventories

The cost of expendable supplies held for consumption by general and special
revenue funds is recorded as an expenditure at the time the individual items
are purchased. The supplies are not of significant cost or quantity and are
not reflected as inventory. Vaccine received in lieu of cash from the state
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consolidated contract, and on hand at year end, is reflected as inventory at
year end. Inventories are valued at their cost. The reserve for inventory is
equal to the ending amount of inventory to indicate that a portion of the
fund balance is not available for future expenditures. A comparison to
market value is not considered necessary.

(4)  Receivables

Accounts recetvable consists of amounts owed from private individuals or
organizations for goods and services, including amounts owed for which
billings have not been prepared.

(5)  Amounts Due to and from Other Funds and Interfund Loans Receivable and
Payable

These accounts include all inter-fund receivables and payables.

(6) Capital Assets

Capital assets, which include property plant and equipment, and
infrastructure assets, are reported in the governmental column in the
governmeni-wide financial statements. Capital assets are defined by the
district as assets with an initial, individual cost of more than $5,000. Such
assets are recorded at historical cost or estimated historical cost if purchased
or constructed. Donated capital assets are recorded at estimated fair market
value at the date of donation.

Major outlays for capital assets are capitalized as projects are constructed.
Costs for additions or improvements to capital assets are capitalized when
they increase the effectiveness or efficiency of the asset.

The cost of normal maintenance and repairs that do not add to the value of
the asset or materially extend assets lives are not capitalized.

Propetty, plant and equipment are depreciated using the straight line
method over their estimated useful lives.
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Category

Building

Equipment

Estimated useful life

Furniture and fixtures
Leasehold improvements

Vehicles

A summary of changes in capital assets follows:

Land
Buildings
Equipment
Furniture
Improvements
Vehicles

Total

Less Accumulated Depreciation

Buildings
Equipment
Furniture
Improvements
Vehicles

Total Accumulated

Depreciation

Net of Depreciation

Depreciation Expense was charged to functions/programs of the primary government as

Public Health.

5 - 50 years
7 - 20 years
7 - 20 years
10 years
6 years
Balance  Increases Decreases Balance
1/1/2013 12/31/2013
$600,000 $600,000
7,491,343 15,070 $7,506,413
875,779 5,431 $881,210
- 558,110 $558,110
656,245 $656,245
688,951 $688,951
$10,870,428 $20,501 $0 $10,890,929
$4,376,440 146,600 $4,523,040
604,892 29,810 $634,702
389,212 24,886 $414,098
397,048 20,090 $417,138
676,177 12,774 $688,951
$6,443,769 $234,159 $0 $6,677,928
$4,426,659 $4,213,002
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(7}  Compensated Absences

Eligible employees accumulate 12 to 30 days of vacation depending upon the
employee's length of service, but they may not accumulate more than 320
hours of vacation without approval of the Health Officer. All outstanding
vacation leave is payable upon resignation, retirement or death of the
employee. The liability for vacation leave at December 31, 2013 is $844,138

Sick leave accumulates at the rate of 1 day per month. A percentage of sick
leave is payable upon resignation, retirement or death of the employee. Sick
leave may accumulate indefinitely. The percentage payable is dependent on
the employee's length of service. Employees with greater than seven years of
service are eligible to receive payment of 25% of their accrued sick leave.
Those employees with greater than fourteen years may receive 50% of their
accrued sick leave. The Hability for vested sick leave at December 31, 2013 is

$934,243.

Eligible employees may accrue compensatory time in lieu of overtime pay.
The liability for compensatory time at December 31, 2013 is $19,205

Lump-sum payments are made to employees when they separate from
employment with the District. Department of Retirement’s statistical analysis
of expected separations are applied to the specific demographics of
Snohomish Health District’s employee pool to estimate the portion of the
liability that is payable within one year. '

{8)  Other Accrued Liabilities

These amounts consist of: use taxes payable to the state of Washington;
vaccine inventory received in lieu of cash; and wages and benefits payable as
of year end.

(9)  Fund Balance Classifications

The government-wide financial statements present fund balance as net
position and are displayed in three components: '
a) Invested in capital assets, net of related debt consists of capital assets,
net of accumulated depreciation and reduced by the outstanding
balances of any bonds, mortgages, notes, or other borrowings that are
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attributable to the acquisition, construction, or improvement of those
assets.

b) Restricted consists of net assets with constraints placed on the use
either by (1) external groups such as creditors, grantors, and
contributors; or (2) legal restrictions resulting from constitutional
provisions or enabling legislation.

¢) Unrestricted consists of all other net assets that do not meet the
definition of “restricted” or “invested in capital assets, net of related
debt.”

The governmental funds’ financial statements present fund balance
displayed in the following four components:

a) Non-spendable fund balance consists of assets that are not in
spendable form such as inventory and prepayments.

b) Committed fund balance consists of that portion of fund balance that
has been set aside by the Snohomish Health District Board of Health
by resolution for a specific purpose. The district has committed two
million dollars as a minimum general fund balance.

¢} Assigned fund balance indicates that portion of fund balance that has
been set aside for a special purpose. Balances in special revenue funds
are considered assigned for the purposes of that fund.

d) Unassigned fund balance is the remainder of fund balance that is not
classified as non-spendable, committed or assigned.

NOTE 2 - RECONCILIATION OF GOVERNMENT-WIDE AND FUND FINANCIAL
STATEMENTS

A. Explanation of Certain Differences Between the Governmental Funds
Balance Sheet and the Government-Wide Statement of Net Position

The governmental funds’ balance sheet includes recongiliation between fund
balance - total of governmental funds and net position and governmental
activities as reported in the government-wide statement of net position.

B. Explanation of Certain Differences Between the Governmental Funds

Statement of Revenues, Expenditures, and Changes in Fund Balances and the
Government-Wide Statement of Activities

The governmentat funds’ Statement of Revenues, Expenditures, and
Changes in Fund Balances includes a reconciliation between net changes in
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fund balance of total governmental funds and changes in net position of
governmental activities as reported in the Government - wide Statement of

Activities.

NOTE 3 - STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY

There have been no matetial violations of finance-related legal or contractual provisions.

Note 4 - PENSION PLANS

Substantially all Snohomish Health District's full-time and qualifying part-time employees
participate in one of the following statewide retirement systems administered by the
Washington State Department of Retirement Systems, under cost-sharing multiple-
employer public employee defined benefit and defined contribution retirement plans. The
Department of Retirement Systems (DRS), a department within the primary government of
the State of Washington, issues a publicly available comprehensive annual financial report
(CAFR) that includes financial statements and required supplementary information for each
plan. The DRS CAFR may be obtained by writing to: Department of Retirement Systems,
Communications Unit, P.O. Box 48380, Olympia, WA 98504-8380; or it may be downloaded
from the DRS website at www.drs.wa.gov. The following disclosures are made pursuant to
GASB Statements No. 27, Accounting for Pensions by State and Local Government
Employers and No. 50, Pension Disclosures, an Amendment of GASB Statements No. 25and

No. 27.
Public Employees’ Retirement System (PERS) Plans 1, 2, and 3

Substantially all Snohomish Health District full-time and qualifying part-time employees
participate in one of the following statewide retirement systems administered by the
Washington State Department of Retirement Systems, under cost-sharing multiple-
employer public employee defined benefit retirement plans. The Department of Retirement
Systems (DRS), a department within the primary government of the State of Washington,
issues a publicly available comprehensive annual financiai report (CAFR) that includes
financial statements and required supplementary information for each plan. The DRS CAFR
may be obtained by writing to: Department of Retirement Systems, Communications Unit,
P.0O. Box 48380, Olympia, WA 98504-8380; or it may be downloaded from the DRS website
at www.drs.wa.gov. The following disclosures are made pursuant to (GASB Statements 27,
Accounting for Pensions by State and Local Government Employers and 50, Pension Disclosutes,
an Amendment of GASB Statements 25 and 27,

Public Employees’ Retirement System (PERS) Plans 1, 2, and 3
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D.  Plan Description
The Legislature established PERS in 1947. Membership in the system includes: elected

officials; state employees; employees of the Supreme, Appeals, and Superior courts;
employees of legislative committees; employees of district and municipal courts; and
employees of local governments. Membership also includes higher education employees
not participating in higher education retirement programs. Approximately 49 percent of
PERS salaries are accounted for by state employment. PERS retirement benefit provisions
are established in Chapters 41.34 and 41.40 RCW and may be amended only by the State

Legislature.

PERS is a cost-sharing multiple-employer retirement system comprised of three separate
plans for membership purposes: Plans 1 and 2 are defined benefit plans and Plan 3 is a
defined benefit plan with a defined contribution component.

PERS members who joined the system by September 30, 1977 are Plan 1 members. Those
who joined on or after October 1, 1977 and by either, February 28, 2002 for state and higher
education employees, or August 31, 2002 for local government employees, are Plan 2
members unless they exercised an option to transfer their membership to Plan 3. PERS
members joining the system on or after March 1, 2002 for state and higher education
employees, or September 1, 2002 for local government employees have the irrevocable
option of choosing membership in either PERS Plan 2 or Plan 3. The option must be
exercised within 90 days of employment. Employees who fail to choose within 90 days
default to Plan 3.

PERS is comprised of and reported as three separate plans for accounting purposes: Plan
1, Plan 2/3, and Plan 3. Plan 1 accounts for the defined benefits of Plan 1 members. Plan
2/3 accounts for the defined benefits of Plan 2 members, and the defined benefit portion of
benefits for Plan 3 members. Plan 3 accounts for the defined contribution portion of
benefits for Plan 3 members. Although members can only be 2 member of either Plan 2 or
- Plan 3, the defined benefit portions of Plan 2 and Plan 3 are accounted for in the same
pension trust fund. All assets of this Plan 2/3 may legally be used to pay the defined
benefits of any of the Plan 2 or Plan 3 members or beneficiaries, as defined by the terms of
the plan. Therefore, Plan 2/3 is considered to be a single plan for accounting purposes.

PERS Plan 1 and Plan 2 retirement benefits are financed from a combination of investment
earnings and employer and employee contributions. Employee contributions to the PERS
Plan 1 and Plan 2 defined benefit plans accrue interest at a rate specified by the Director of
DRS. During DRS Fiscal Year 2013, the rate was five and one-half percent compounded
quarterly. Members in PERS Plan 1 and Plan 2 can elect to withdraw total employee
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contributions and interest thereon, in lieu of any retirement benefit, upon separation from
PERS-covered employment.

PERS Plan 1 members are vested after the completion of five years of eligible service.

PERS Plan 1 members are eligible for retirement from active status at any age with at least
30 years of service, at age 55 with 25 years of service, or at age 60 with at least 5 years of
service. Plan 1 members retiring from inactive status prior to the age of 656 may receive
actuarially reduced benefits.

The monthly benefit is 2 percent of the average final compensation (AFC) per year of service,
but the benefit may not exceed 60 percent of the AFC. The AFC is the monthly average of

the 24 consecutive highest-paid service credit months.

PERS Plan 1 retirement benefits are actuarially reduced to reflect the choice, if made, of a
survivor option.

Plan 1 members may elect to receive an optional COLA that provides an automatic annual
adjustment based on the Consumer Price Index. The adjustment is capped at 3 percent
annually. To offset the cost of this annual adjustment, the benefit is reduced.

PERS Plan 1 provides duty and non-duty disability benefits. Duty disability retirement
benefits for disablement prior to the age of 60 consist of a temporary life annuity. The benefit
amount is $350 a month, or two-thirds of the monthly AFC, whichever is less. The benefit
is reduced by any workers’ compensation benefit and is payable as long as the member
remains disabled or until the member attains the age of 60, at which time the benefit is
converted to the member’s service retirement amount.

A member with five years of covered employment is eligible for non-duty disability
retirement. Prior to the age of 55, the benefit amount is 2 percent of the AFC for each year
of service reduced by 2 percent for each year that the member’s age is less than 55. The total
benefit is imited to 60 percent of the AFC and is actuarially reduced to reflect the choice of
a survivor option. Plan 1 members may elect to receive an optional COLA amount (based
on the Consumer Price Index), capped at 3 percent annually. To offset the cost of this annual
adjustment, the benefit is reduced.

PERS Plan 2 members are vested after the completion of five years of eligible service. Plan
2 members ate eligible for normal retirement at the age of 65 with five years of setvice. The
monthly benefit is 2 percent of the AFC per year of service. The AFCis the monthly average
of the 60 consecutive highest-paid service months. There is no cap on years of service credit;
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and a cost-of-living allowance is granted (based on the Consumer Price Index), capped at 3
percent annually.

PERS Plan 2 membets who have at least 20 years of service credit, and are 55 years of age or
older, ate eligible for early retirement with a reduced benefit. The benefit is reduced by an
early retirement factor (ERF) that varies according to age, for each year before age 65.

PERS Plan 2 members who have 30 or mote years of service credit and are at least 55 years
old can retire under one of two provisions, if hired prior to May 1, 2013:

¢ With a benefit that is reduced by 3 percent for each year before age 65; or

e With a benefit that has a smaller (or no) reduction (depending on age) that imposes
stricter return-to-work rules.

PERS Plan 2 members hired on or after May 1, 2013 have the option to retire early by
accepting a reduction of 5 percent for each year of retirement before age 65. This option is
available only to those who are age 55 or older and have at least 30 years of service.

PERS Plan 2 retirement benefits are actuarially reduced to reflect the choice, if made, of a
survivor option.

PERS Plan 3 has a dual benefit structure. Employer contributions finance a defined benefit
component and member contributions finance a defined contribution component. As
established by Chapter 41.34 RCW, employee contribution rates to the defined contribution
component range from 5 percent to 15 percent of salaries, based on member choice.
Members who do not choose a contribution rate default to a 5 percent rate. There are
currently no requirements for employer contributions to the defined contribution

component of PERS Plan 3.

PERS Plan 3 defined contribution retirement benefits are dependent upon the results of
investment activities, ~Members may elect to self-direct the investment of their
contributions. Any expenses incurred in conjunction with self-directed investments are
paid by members. Absent a member’s self-direction, PERS Plan 3 contributions are invested
in the Retirement Strategy Fund that assumes the member will retire at age 65.

For DRS’ Fiscal Year 2013, PERS Plan 3 employee contributions were $99.0 million, and plan
refunds paid out were $69.4 million.

The defined benefit portion of PERS Plan 3 provides members a monthly benefit that is 1
percent of the AFC per yeat of service. The AFC is the monthly average of the 60 consecutive
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highest-paid service months. Thete is no cap on years of service credit, and Plan 3 provides
the same cost-of-living allowance as Plan 2.

Effective June 7, 2006, PERS Plan 3 members are vested in the defined benefit portion of
their plan after ten years of service; or after five years of service, if twelve months of that
service are earned after age 44; or after five service credit years earned in PERS Plan 2 by '
June 1, 2003. Plan 3 members are immediately vested in the defined contribution portion of

their plan.

Vested Plan 3 members are eligible for normal retirement at age 65, or they may retire early
with the following conditions and benefits:

o Ifthey have at least ten service credit years and are 55 years old, the benefit is reduced
by an ERF that varies with age, for each year before age 65.

o If they have 30 service credit years and are at least 55 years old, and were hired before
May 1, 2013, they have the choice of a benefit that is reduced by 3 percent for each
year before age 65; or a benefit with a smaller (or no) reduction factor (depending on
age) that imposes stricter return-to-work rules.

s« If they have 30 service credit years, are at least 55 years old, and were hired after May
1, 2013, they have the option to retire early by accepting a reduction of 5 percent for
each year before age 65,

PERS Plan 3 benefits are actuarially reduced to reflect the choice, if made, of a survivor
option. )

PERS Plan 2 and Plan 3 provide disability benefits. There is no minimum amount of service
credit required for eligibility. The Plan 2 monthly benefit amount is 2 percent of the AFC
per year of service. For Plan 3, the monthly benefit amount is 1 percent of the AFC per year
of service, These disability benefit amounts are actuarially reduced for each year that the
member’s age is less than 65, and to reflect the choice of a survivor option. There is no cap
on years of service credit, and a cost-of-living allowance is granted (based on the Consumer
Price Index) capped at 3 percent annually.

PERS members meeting specific eligibility requirements have options available to enhance
their retirement benefits. Some of these options are available to their survivors.

A one-time duty-related death benefit is provided to the beneficiary or the estate of a PERS
member who dies as a result of injuries sustained in the course of employment, or if the
death resulted from an occupational disease or infection that arose naturally and
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proximately out of the member’s covered employment, if found eligible by the Department
of Labor and Industries.

E. Funding Policy

Each biennium, the state Pension Funding Council adopts PERS Plan 1 employer
contribution rates, PERS Plan 2 employer and employee contribution rates, and PERS Plan
3 employer contribution rates. Employee contribution rates for Plan 1 are established by
statute at 6 percent for state agencies and local government unit employees, and at 7.5
percent for state government elected officials. The employer and employee contribution
rates for Plan 2 and the employer contribution rate for Plan 3 are developed by the Office of
the State Actuary to fully fund Plan 2 and the defined benefit portion of Plan 3. Under PERS
Plan 3, employer contributions finance the defined benefit portion of the plan and member
contributions finance the defined contribution portion. The Plan 3 employee contribution
rates range from 5 percent to 15 percent.

The methods used to determine the contribution requirements are established under state
statute in accordance with Chapters 41,40 and 41.45 RCW.

The required contribution rates expressed as a percentage of current-year covered payroll,
as of December 31, 2013, are as follows:

PERSPlan1  |PERSPlan2 . | PERSPlan3 = |

Employer® 9.21%" 921%% 9.21%"*
Employee 6.00%**** £.92%** bt

* The employer rates include the employer administrative expense fee currently set at

0.18%.

* The employer rate for state elected officials is 13.73% for Plan 1 and 9.21% for Plan 2
and Plan 3.

*** Plan 3 defined benefit portion only.

¢ The employee rate for state elected officials is 7.50% for Plan 1 and 4.92% for Plan 2.

»+4% Variable from 5.0% minimum to 15.0% maximum based on rate selected by the PERS 3

member. '
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Both Snohomish Health District and the employees made the required contributions. The
Snohomish Health District's required contributions for the years ended December 31 were

as follows: 7 ) _
PERSPlani -:| ;PERSPlan2 | ::PERSPlan3 -
2013 $ 30,488 $ 676,520 $ 165,107
2012 $ 38,266 $ 610,226 $ 134,755
2011 $ 44,428 $ 514361 § 124417

NOTE 5 - OTHER POST-EMPLOYMENT BENEFITS (OPEB)

The state, through the Health Care Authority (HCA), administers an agent multiple-
employer other post-employment benefit plan, The Public Employees Benefits Board
(PEBB) created within the HCA is authorized to design benefits and determine the terms
and conditions of employee and retired employee participation and coverage, including
establishment of eligibility criteria for both active and retired employees. Programs
include medical, dental, life and long-term disability. Employers participating in the plan
include the state (which includes general government agencies and higher education
institutions), 52 of the state’s K-12 school and educational service districts (ESDs), and 200
political subdivisions. Additionally, the PEBB plan is available to the retirees of the
remaining 249 X-12 school districts and ESDs. The Snohomish Health District’s retirees
are eligible to participate in the plan under this arrangement,

Plan Description

Eligibility

District members are eligible for retiree medical benefits after becoming efigible for
retirement pension benefits (either reduced or full pension benefits) under Plan 1, 2 or 3 of
PERS. Former members who are entitled to a deferred vested pension benefit are not
eligible to receive medical and life insurance benefits after pension benefit commencement.
Survivors of covered members who die are eligible for medical benefits.

Summary of Benefits

The District participates as a local government employer in the program of benefits for
state and local government employees provided through the Public Employees Benefit
Board {(PEBB). The program is administered by the Washington State Health Care
Administration (HCA). The District pays premiums only for its active employees, and
does not directly make any payments on behalf of its retirees, Under this program, HCA
directs a portion of the active premiums received from all employers to a fund for retiree
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coverage. These funds are then used to provide a subsidy of coverage for Medicare-
eligible retirees (that is, most retirees at least age 65 and some disabled retirees under age
65). For 2014, this subsidy was 50 percent of the applicable premium, up to a maximum of
$150.00 monthly. Each participating employer is free to provide additional subsidies;
however, any gap between the total premium and the subsidy must be paid by the retiree,
or there is no coverage.

Funding Policy

The funding policy is based upon the pay-as-you-go financing requirements.

Annual OPEB Cost and Net OPEB Obligation

The district’s annual other post-employment benefits (OPEB) cost is calculated based upon
the annual required contribution (ARC), an amount actuarially determined in accordance
with the parameters of GASB statement 45, The ARC represents a level of funding that, if
paid on an on-going basis, is projected to cover the normal cost each year and amortize
any unfunded actuarial liabilities over a period of thirty years as of January 1, 2014 (level
cost method). The following table shows the components of the district’s annual OPEB cost

for 2013.

Annual Required Contribution (ARC) 12/31/2013
Annual Required Contribution $ 289,000
Interest on net OPEB obligation 49,216
Adjustments to annual required contribution (42,460)
Annual OPEB Cost 295,755
Contribution Made {116,698}
Change in NPO 179,057
Net OPEB Obligation - Beginning of Year 1,230,389
Net OPEB Obligation - End of Year - $ 1,409,446

Funded Status and Funding Progress

The District does not curtently fund these benefits. Benefits have historically been paid on
a pay-as-you-go basis. As of December 31, 2013, the most recent actuarial valuation date,
the plan was Opercent funded. The Unfunded Actuarial Accrued Liability as of January 1,

2014 is $4.6 million.

The Schedule of Funding Progress is presented as required supplementary information
following the notes to the financial statements.

Washington State Auditor's Office Page 44



Actuarial valuations involve estimates of the value of reported amounts and assumptions
about the probability of occurrence of events far into the future. Examples include
assumptions about future employment, mortality, and the health care cost trend. Amounts
determined regarding the funded status of the plan and the annuat required contributions
of the employer are subject to continual revision as actual results are compared with past
expectations and new estimates are made about the future.

Actuarial methods and Assumptions
In accordance with GASB 45, selection of all actuarial assumptions, including the health

care cost trend rate in valuations of post-employment health care plans, should be guided
by Actuarial Standard of Practice No. 6, Measuring Retiree Group Benefit Obligations, as
revised from time to time by the Actuarial Standards Board. Accordingly, actuarial '
assumptions should be based on the actual experience of the covered group, to the extent
that creditable experience data are available, but should emphasize expected long-term
future trends rather than give undue weight to recent past experience. The reasonableness
of each actuarial assumption should be considered independently based on its own merits,
its consistency with each other assumption, and the combined impact of all assumptions.
The actuarial assumptions used to value the post-retirement medical liabilities can be
categorized into three groups: economic assumptions, health care assumptions, and

demographic assumptions.

Economic Assumptions

The two economic assumptions used in the valuation are the discount rate and the health
care cost trend rates. The economic assumptions are used to account for changes in the
cost of benefits over time and fo discount future benefit payments for the time value of

money.

Discount Rate

The investment refurn assumption (discount rate) should be the estimated long-term
investment yield on the investments that are expected to be used to finance the payments
of benefits. The investments expected to be used to finance the payments of benefits would
be plan assets for funded plans, assets of the employer for pay-as-you-go plans, or a
proportionate combination of the two for plans that are being partially funded. The
discount rate is assumed to be 4.0 percent.

Health Care Cost Trend Rates

The table below shows the health care cost trend rates that were used for the actuarial
valuation of the Post-Retirement Medical Plan. The set of health care trend rates feature
varying initial health care cost trend rates based on type of benefit, and trend rates for all
benefits decline to an ultimate rate of 5 percent.
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Health Care Cost Trend Rate Assumptions

Year Health Care Trend Rate
2014 52
2015 5.7
2016 6.1
2020 6.0
2025 5.8
2030 6.0
2035 5.9
2040 5.3
2050 5.0
2060 4.9
2070 4.8
2084 & Ultimate : 4.2

Medical Assumptions

The valuation projects the health care costs for employees who remain in the District with

coverage after retirement. The data includes claim information for covered retirees, Based

on the data provided, per capita costs for the retired group under 65 and the retired group
age 65 and older were calculated. Retirees generally become eligible for Medicare at age

65.

Demographic Assumptions

The demographic assumptions include the rate of mortality, the rate of withdrawal, the
rate of retirement, and the rate of disability. Ancillary demographic assumptions include
the age of female spouses, and coverage rates, and participation rates.

For further information on the results the actuarial valuation of the employer provided
subsidies associated with the state’s PEBB plan, refer to:
http://osa.leg.wa.gov/Actuarial_services/fOPEB/OPEB.htm,

NOTE 6 - LONG TERM DEBT

The district's long term debt consists of the Net OPEB Obligation (see note 5) and the long
term portion of compensated absences (see note 1E(7)).
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'-Balance

$1,400,446

Net OPEB Obligation 1,296,842 | 229,302 116,698
Compensated Absences 1,897,638 | 1,602,512 1,702,564 | 1,797,586 307,169
Total Long Term Liabilities 3,194,480 | 1,831,814 | 1,819,262 | 3,207,032 307,169

NOTE 7 - DEFERRED COMPENSATION PLAN

The District offers its employees 2 deferred compensation plans created in accordance
with Internal Revenue Code Section 457. One through Nationwide Investment Services
Corporation and the other through the State of Washington Deferred Compensation
Program. The plans are available to all eligible District employees, permitting them to
defer a portion of their salary until future years, The deferred compensation is not
available to employees until termination, retirement, death or tinforeseeable emergency.

All amounts of compensation deferred under the plan, all property and rights purchased
with those amounts, and all income attributable to those amounts, are held in trust until
paid or made available to the employee or other beneficiary. Except as otherwise
permitted or required by law, no assets or income of the plans shall be used for, or
diverted to, purposes other than for the exclusive purpose of providing benefits for
participants and their beneficiaries or defraying reasonable expenses of administration of

the plan.

NOTE 8 - RISK. MANAGEMENT

Snohomish Health District is a member of Enduris. Chapter 48.62 RCW provides the
exclusive source of local government entity authority to individually or jointly self-insure
risks, jointly purchase insurance or reinsurance, and to contract for risk management,
claims, and administrative services. Enduris was formed July 10, 1987 pursuant to the
provisions of Chapter 48.62 RCW, Chapter 200-100 WAC, and Chapter 39.34 RCW. Two
(2) counties and two (2) cities in the State of Washington joined together by signing an
InterJocal Governmental Agreement to fund their self-insured losses and jointly purchase
insurance and administrative services. As of August 31, 2013, there are 486 Enduris
members representing a broad array of special purpose districts throughout the state.

Enduris members share in the self-insured retention, jointly purchase excess and/or
reinsurance coverage and provide risk management services and other related
administrative services. Enduris provides “per occurrence” based policies for all lines of
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liability coverage including Public Official’s Liability. The Property coverage is written on
an “all risk”, blanket basis using current Statement of Values. The Property coverage
includes but is not limited to mobile equipment, electronic data processing equipment,
business interruption, course of construction and additions, property in transit, fine arts,
and automobile physical damage to insured vehicles. Boiler and machinery coverage is
included on a blanket limit of $100 million for all members. Enduris offers employee
dishonesty coverage up to a liability limit of $1,000,000.

Members make an annual contribution to fund Enduris. Enduris acquires reinsirance
q
from unrelated insurance companies on a “per occurrence” basis:

$1,000,000 deductible on liability loss - the member is responsible for the first $10,000 of
the deductible amount of each claim, while Enduris is responsible for the remaining
$990,000 on liability loss;

$250,000 deductible on property loss - the member is responsible for the first $1,000 of the
deductible amount of each claim, while Enduris is responsible for the remaining $249,000
on property loss. Enduris is responsible for $4,000 deductible on boiler and machinery

loss.

Insurance carriers cover all losses over the deductibles as shown to the policy maximum
Himits. Since Enduris is a cooperative program, there is a joint liability among the
participating members.

The contract requires rriembers to continue membership for a period of not less than one
(1) year and must give notice 60 days before terminating participation. The Master
Agreement (Intergovernmental Contract) is automatically renewed after the initial one (1)
full fiscal year commitment. Even after termination, a member is still responsible for
contribution to Enduris for any unresolved, unreported and in-process claims for the
period they were a signatory to the Master Agreement.

Enduris is fully funded by its member participants. Claims are filed by members with
Enduris and are administered in house.

A Board of Directors consisting of seven {7) board members governs Enduris. Its members
elect the Board and the positions are filled on a rotating basis. The Board meets quatterly
and is responsible for conducting the business affairs of Enduris.

NOTE 9~ RELATED PARTY TRANSACTIONS

Snohomish County Council members serve as members of the Board of Health and have
significant influence in the management of the District. In 2013, Snohomish County
provided the following funding: '
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Communicable Disease Control
Public Health Per Capital Allotment
Chemical Dependency / Mental Health
Support for First Steps program
Solid Waste contract for services

. Total Funding

Amount
$1,600,000
653,200

900,000
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REQUIRED SUPPLEMENTARY INFORMATION

Other Post-Employment Benefits (OPEB)

Schedule of Funding Progress of Other Post Employment Benefits:

Unfunded
Actuarial UAAL as
Fiscal Year  Actuarial Actuarial Actuarial  Accrued Percentage

Ended  Valuation Valueof  Accrued Liability Funded  Covered of Coverec
December3l _Date Agsets Ligbility (UAAL) _Ratio Payroll Payroll

2008 1/1/2008 30 $3831,823 $3,831,823 0.00% $ 13543194  28.30%

2009 1/1/2009 0 4111495 4111495  0.00% 14,084,921  29.20%

2000 1/1/2010 0 4,191,763 4191763  0.00% 11,525,562 35.10%
2011 1/1/2011 0 4,511,764 4,511,764 0.00% 11,073,200  40.70%
2m2 1/1f2012 0 4,363,196 4,303,196  0.00% 13,151,121  32.70%
2013 1/1/2013 0 4,326,202 4326202 0.00% 11,191,589  38.70%

GABSB 45 was implemented for the fiscal year ended December 31, 2008. No information Prior to
December 31, 2008 is available.

The actuarial study is performed triennially. The actuarial method used in the Schedule of Funding
Progress of Other Post Employment Benefits is disclosed in Notes to the Financial Statements Note 5.

Schedule of Employer Contributions Without Advanced Funding:

Annual OPEB Actual Percentage Net OPEB
Fiscal Year Ending Cost Contribution _ Contributed Obligation
12/31/2008 $317,798 $84,890 26.71 $232,908
12/31/2009 328,279 84,890 25.90 476,297
12/31/2010 336,178 57,686 17.16 754,789
12/31/2011 359,297 74,536 20.70 1,039,551
12/31/2012 288,226 97,389 33.80 1,230,389
12/31/2013 295,755 116,698 39.50 "1,405,446

GASB 45 was implemented for the fiscal year ended December.al, 2008. No information Prior to
December 31, 2008 is available.

The actuarial study is performed triennially. The actuarial method used in the Schedule of Funding
Progress of Other Post Employment Benefits is disclosed in Notes to the Financial Staterents Nofe 5.
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SNOHOMISH HEALTH DISTRICT

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

Forthe Year ended 12/31/2013

reaerai

CFDA
Agencyl/Office Pragram Title Number Contract # Amount
Passed through Washington State Depariment of Health
Department of Agriculture / Food and |Specfal Supplemental Mutrition Program for Women, |10.557 C16801 1,630,593
Nutrition Setvice Infants, and Childrel
Department of Agriculture / Food and WIC Farmers' Market Nutrition Program (FMNP) 10572 C16901 795
Nutrition Service
Environmental Protection Agency / Region |Puget Sound Action Agenda: Technical 668.123 16501 25,946
10 tnvestigations and Imp fon Assi
Program
Department of Health and Human Setvices [Public Health Emergency Preparedness (LHF 93.069 C16901 659,688
} Centers for Disease Confrol and Funding)
Depariment of Health and Human Sesvices [Project Grants and Cooperative Agreements for 93.116 C16901 93,740
I Centers for Disease Control and Tuberculosis Control Programs
Prevention
Department of Health and Human Services |lmmunization Cocperative Agreements 93.268 16901 140,087
/! Centers for Disease Control and
Prevention
Depariment of Health and Human Services [ Immunization Cooperative Agreements (Vaccinein  |93.268 N/A 278,178 | Note 2,
I Centers for Disease Control and lisu of Cash) Note 3
Total CFDA # $3.268 418,265
Department of Health and Human Services |Centers for Disease Controt and 83.283 C16501 40,711
/ Centers for Disease Control and Prevention_Investigations and Technical Assistance
|Prevention
Dapartment of Health and Human Services |Preg y Ass Fund P 93.500 16901 50,878
/ Office of fhe Secretary
Dapatiment of Health and Human Services [PPHF 2012 National Public Health Improvement 93.507 C16801 9,222
/ Centers for Disease Control and Initiative
| Prevention
Depariment of Health and Human Services {PPHF 2012 - Prevention and Public Health Fund 83.539 C16801 7,095
! Centers for Disease Control and (Affordable Care Act) - Capacity Building Assist:
Prevention to Strengthen Peublic Heatth lmmunization
Infrastructure and Pedformance financed in part by
2012 P i It
Department of Health and Human Services {Capacity Building A to Strengthen Public  |93.733 16901 3,400
! Centers for Disease Conlrol and Health immunization Infrastructure and Performance -
Prevention {financed in part by the Prevention and Public Health
E y .
Department of Health and Human Senvices |Nationa! Bioterrorism Hospital Preparedness 93.889 C16901 40,688
J Office of the Secretary Program
Departiment of Health and Human Services {HIV Prevention Activities_Health Department Based 93,840 c16901 250,279
/ Centers for Disease Control and
{Preyention
Department of Heaith and Human Services {Preventive Heatth Services_Sexually Transmitted 93.977 C16801 26,880
7 Centers for Disease Control and Diseases Control Grants
Prevention.
Department of Health and Human Services |Preventive Health and Health Services Block Grant  93.991 Cc16901 36,835
/ Centers for Disease Control and
Erevention
Department of Heaith and Human Services [Maternal and Child Health Services Block Grantto 83,994 c18901 443,040
{ Heglth Resources and Services the States
Dspartment of Health and Human Services [Maternal and Child Health Services Block Grantto  [93.994 ci16801 55,318
I Health Resources and Services the States (ACC Contracts)
Total CFDA # 93,994 498,358
Passed through Snohomish County Human Services
Department of Health and Human Services {Communidy Services Block Grant 93.569 {HCS-12-156-01-244 121,833
/ Administratiop for Ghitdren and Famfies
Passed through Washington State Department of Social and Health Services
Depariment of Health and Human Services |Medical Assistance Program (Medicaid 93.778 1166-35269 299,129 | Note 4
| Centers for Medi and Medicaid Administrative Match)
Services
Total Federal Assistance =442;li‘3‘£=
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SNOHOMISH HEALTH DISTRICT
NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS

January 1, 2013 through December 31, 2013

NOTE 1 —-BASIS OF ACCOUNTING

The Schedule of Federal Financial Assistance is prepared on the same basis of
accounting as the district's financial statements. The district uses the modified
accrual basis of accounting.

NOTE 2 -NONCASH AWARDS

The amount of vaccine reported on the schedule is the value of vaccine provided
to the district during the current year and priced as indicated by the Washington
State Department of Health. In the 2012-2014 contract with the Washington
Department of Health, no award was provided for vaccine in lieu of cash.
instead, vaccine was supplied to the district as needed.

NOTE 3 — NOT AVAILABLE (N/A)

Vaccine donation agreements do not reference a contract number.

NOTE 4 — MEDICAID ADMINISTRATIVE CLAIMING

Due to timing issues associated with a random sample method used by the
granting agency to calculate allowable expenditures, the amount reported for the
year is the total Federal reimbursement received during the year. Total program
costs, including Snohomish Heaith District's portion exceed the amounts shown.
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Corrective Action Plan for Findings Reported Under OMB
Circular A-133

Snohomish Health District
Snohomish County
January 1, 2013 through December 31, 2013

This schedule presents the corrective action planned by the auditee for findings reported in this
report in accordance with OMB Circular A-133. The information in this schedule is the
representation of the Snohomish Health District. The State Auditor’s Office has reviewed the
information as presented by the District.

Finding ref number: | Finding caption:
1 The District’s internal controls over accounting and financial
statement preparation are inadequate to ensure accurate reporting.

Name, address, and telephone of auditee contact person:
Judy Chapman

3020 Rucker Avenue

Everett, WA 98201

425-339-8695

Corrective action the auditee plans to take in response to the finding:

Snohomish Health District acknowledges its responsibility in safeguarding public funds and
appreciates the State Auditor’s Office in reviewing our financial statements and internal
controls.

The District acknowledges and agrees with the State Auditor’s assessment of the condition of
its internal controls over accounting and financial statement preparation during this audit
period. The District has taken actions to address each of these deficiencies, and to generally
improve its internal controls. Action steps taken by the District to correct the deficiencies
outlined in the ““Description of Condition” section of this audit finding include, but are not
limited to:

1) Train additional staff to complete adjusting entries for Compensated Absences, OPEB
obligations and other year-end adjustments so that there are two levels of oversight:
initial preparation and subsequent review by an Accounting Supervisor.

2) Update procedures for preparing the Schedule of Expenditures of Federal Awards
(SEFA) to ensure proper reporting.

3) Provide adequate time for Accounting Supervisor to prepare financial statements and
Business Manager to review them prior to submittal.

The District elected to make all corrections to the financial statements and accompanying notes
that were recommended by the State Auditor’s Office prior to the publishing of this report. The
District wishes to note that the State Auditor’s Office did not identify any material
misstatements in its financial statements.
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The District acknowledges that a lack of resources and several position changes and new staff
assignments in the Business and Information Services divisions has made accountability
difficult. Nevertheless, we hold ourselves to the highest fiscal reporting and accounting
standards and we extend our appreciation to the State Auditor’s Office for assisting the District
to identify deficiencies in our procedures. The corrective actions taken by the District will
result in significant improvements in financial controls, and will ensure that future financial
statements presented by the District will be accurate and complete.

Anticipated date to complete the corrective action: October 2014
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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

Deputy Director for Communications | Thomas Shapley
Thomas.Shapley@sao.wa.gov

(360) 902-0367

Public Records requests | (360) 725-5617

Main telephone | (360) 902-0370

Toll-free Citizen Hotline | (866) 902-3900

Website | www.sao.wa.gov
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http://www.sao.wa.gov/investigations/Pages/FraudProgram.aspx
http://www.sao.wa.gov/investigations/Pages/Whistleblower.aspx
http://www.sao.wa.gov/investigations/Pages/CitizenHotline.aspx
http://www.sao.wa.gov/Pages/default.aspx
https://portal.sao.wa.gov/saoportal/Login.aspx
mailto:Thomas.Shapley@sao.wa.gov
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