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Mayor and City Council
City of Bainbridge Island .
Bainbridge Island, Washington

Report on Financial Statements and Federal Single Audit

Please find attached our report on the City of Bambndge Island’s financial statements and compllance
with federal laws and regulations.

We are issuing this report in order to provide information on the City’s financial condition.

In addition to this work, we look at other areas of our audit client's operations for compliance with state
taws and regulations. The results of that audit will be included in a separately issued accountability
report.

Sincerely,

BRIAN SONNTAG, CGFM
STATE AUDITOR
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Federal Summary

City of Bainbridge Island
: Kitsap County
January 1, 2006 through December 31, 2006

The results of our audit of the City of Bainbridge Island are summarized below in accordance with U.S.
Office of Management and Budget Circular A-133.

FINANCIAL STA TEMENTS

An unqualified opinion was issued on the basic financial statements of the governmental activities, the
business-type activities, each major fund and the aggregate remalmng fund information.

Internal Control Over Financial Reporting:

. Significant Deficiencies: We reported no deficiencies in the design or operation of internal
control over financial reporting that we consider to be significant deficiencies.

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

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

FEDERAL AWARDS

Internal Control Over Major Programs:.

. Slgmflcant Def|c1enc1es 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 |dent|f ed no significant deficiencies that we consider to be material
weaknesses.

We issued an unqualified opinion on the City’'s compliance with requirements applicable to its majdr

federal programs..

We reported no findings that are required to be disclosed under OMB Circular A-133.
ldentification of Major Programs:
The following were major programs during the period under audit:

CFDA No. ~ Program Title

11.419 Coastal Zone Management Administrative
97.056 Port Security Grant Program

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

The City did not qualify as a low-risk auditee under OMB Circular A-133.

Washington State Auditor's Office
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Independent Auditor’s Report on Internal
Control over Financial Reporting and on
Compliance and Other Matters in Accordance
with Government Auditing Standards

City of Bainbridge Island
Kitsap County
January 1, 2006 through December 31, 2006

Mayor and City Council
City of Bainbridge Island
Bainbridge Island, Washington

We have audited the financial statements of the governmenta’l activities, the business-type activities, each
major fund and the aggregate remaining fund information of the City of Bainbridge Island, Kitsap County,
Washington, as of and for the year ended December 31, 2006, and have issued our report thereon dated
September 6, 2007.

We conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to the financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States. '

" INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing -our audit, we considered the City’s internal control over financial reporting as
a basis for designing our auditing procedures for the purpose of expressing our opinions on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the City’s internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
City’s internal control over financial reporting. '

A control deficiency 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
misstatements on a timely basis. A significant deficiency is a control deficiency, or combination of control
deficiencies, that adversely affects the City's ability to initiate, authorize, record, process or report
financial data reliably in accordance with generally accepted accounting principtes such that there is more
than a remote likelihood that a misstatement of the City's financial statements that is more than
inconsequential will not be prevented or detected by the City's internal control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in
more than a remote likelihood that a material misstatement of the financial statements will not be
prevented or detected by the entity's internal control.

Our consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in internal control that
might be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal
control over financial reporting that we consider to be material weaknesses, as defined above.

Washington State Auditor's Office
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However, we noted certain matters that we have reported to the management of the City in a separate
letter dated September 6, 2007.

COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the City’s financial statements are free of
material misstatement, we performed tests of the City's compliance with certain prov:smns of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and material
effect on the determination of financial statement amounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion. ‘

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

This report is intended for the information and use of management, federal awarding agencies and pass-
through entities. However, this report is a matter of public record and its distribution is not limited. It also

serves to disseminate mformatlon to the publlc as a reporting tool to help citizens assess government -

operations.

BRIAN SONNTAG, CGFM
- STATE AUDITOR

September 6, 2007

Washington State Auditor's Office
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Inde'pendeht Auditoi—ﬁ"’%‘é;‘Report on Compliance
with Requirements Applicable to each Major

in Accordance with OMB Circular A-133

Program and Internal Control over Compliance |

City of Bainbridge Island
Kitsap County
January 1, 2006 through December 31, 2006

Mayor and City Council
City of Bainbridge Island
Bainbridge Island, Washington

COMPLIANCE

We have audited the compliance of the. City of Bainbridge Island, Kitsap County, Washington, with the

types of compliance requirements described in the U.S. Office of Management and Budget (OMB) -

Circular A-133 Compliarice Supplement that are applicable to its major federal programs for the year
ended December 31, 2006. The City's major federal programs are identified in the Federal Summary.
Compliance with the requirements of laws, regulations, contracts and grants applicable 'to its major
federal programs is the responsibility of the City’'s management. Our responsibility is to express an
opinion on the (;ity’s compliance based on our audit. :

We conducted our audit of compliance jn accordance with auditing standards generally accepted in the
United States of America; the standards applicable to the financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States; and OMB Circular A-133,
Audits of States, Local Governments, and Non-Profit Organizations. Those standards and OMB Circular
A-133 require that we plan and perform the audit to obtain reasonable assurance about whether
noncompliance with the types of compliance requirements réferred to above that could have a direct and
material effect on a major federal program occurred. An audit includes examining, on a test basis,

' evidence about the City’s compliance with those requirements and performing such other procedures as

onsidered necessary in the circumstances. We believe that our audit provides a reasonable basis for
requirements.

In-our opinion, the City comblied, in all material respects, with the requirements referred to above that are
applicable to its major federal programs for the year ended December 31, 2006.

INTERNAL CONTROL OVER COMPLIANCE

The management of the City is responsible for.establishing and maintaining effective internal control over
compliance with requirements of laws, regulations; contracts and grants applicable to federa! programs.

In planning and performing our audit, we considered the City’s internal control over compliance with the.

requirements that could have a direct and material effect on -a ‘major federal program in order: to
determine our auditing procedures. for the purpose of expressing our opinion on compliance and to test
and report on internal controf over complianee, but not for the purpose of expressing an opinion on the

opinion. Our audit does not' provide a legal determination on the City's compliance with those .

Waslhingtor' State Auditor's Office
. 4

mlam e e S . Md&n‘}m : 7]

P

~ " AR e

W



effectiveness of internal control over compliance. Accordingly, we do not express -an opinion on the
effectiveness of the City's internal control over compliance.

A control deficiency in an entity’s internal control over compliance 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 noncompliance with a type of compliance requirement of a federal program
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to administer a federal program such that there is a more than
remote likelihood that noncompliance with a type of compliance requirement of a federal program that is
more than inconsequential will not be prevented or detected by the entity’s internal_control.

A material weakness is a significant deficiency, or combination of significant deficiencies, that results in a
more than remote likelihood that material noncompliance with a type of compliance requirement of a
federal program will not be prevented or detected by the entity’s internal control.

Our consideration of internal control over compliance was for the limited- purpose described in the first
paragraph of this section and would not necessarily identify all deficiencies in internal control that might
be significant deficiencies or material weaknesses. We did not identify any deficiencies in internal control
over compliance that we consider to be material weaknesses, as defined above.

This report is. intended for the information of management, federal awérding agencies and pass-through '

entities. However, this report is a matter of public record and its distribution is not limited. It also serves
to disseminate information to the public as a reporting tool to help citizens assess government operations.

BRIAN SONNTAG, CGFM

'STATE AUDITOR

September 6, 2007

Washington State Auditor's Office
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Independent Auditor’s Report on Financial
Statements

City of Bainbridge Island
Kitsap County
January 1, 2006 through December 31, 2006

Mayor and City Council
City of Bainbridge Island
Bainbridge Island, Washington

"We have audited the accompanying financial statements of the governmental activities, the busi‘ness-type

activities, each major fund and the aggregate remaining fund information of the City of Bainbridge Island,
Kitsap County, Washington, as of and for the year ended December 31, 2006, as listed on page 8. These
financial statements are the responsibility of the City's management. 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 of
material misstatément. An. audit includes examining, on a test basis, evidence supporting the amounts
and disclosures in the financial statements. An audit also includes assessing the accounting principles
used and significant estimates made by management, as well as evaluating the overall financial

‘statement presentation. We believe that our. audit provides a reasonable basis for our opinions.

in our opinion, the financial statements referred to, above present fairly, in all material respects, the
respective financial position of the governmental activities, the business-type activities, each major fund
and the aggregate remaining fund information of the City of Bainbridge Island, as of December 31, 2008,
and the changes in financial position and, where applicable, cash flows thereof for the year then ended in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report on our consideration
of the City’s internal control over financial reporting and on our tests of its compliance with certain
provisions of laws, regulations, .contracts and grant agreements and other matters. The purpose of that

report is to describe the scope -of our testing of internal control over financial reporting and compliance: . - :

and the results of that testing, and not to provide an opinion on the internal control over financial reporting
or on compliance. That report is an integral part of an audit performed in accordance with Government
Auditing S(andards and should be considered in assessing the results of our audit.

The management's discussion and analysis on pages 9 through 14 and' budgetary comparison
information on pages 43 through 46 are not a required part of the basic financial statements but are

supplementary information required by the Governmental Accounting Standards Board. We have applied

certain limited procedures, which consisted principally of inquiries of management regarding the methods
of measurement and presentation of the required supplementary information. However, we did not audit
the information and express no opinion on it.

Our audit was performed for the purpose of forming an opinion'on the financial statements that
collectively comprise the City'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

Washington State Auditor's-Office
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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
has been subjected to the auditing procedures applied in the audit of the basic financial statements and,
in our opinion, is fairly stated, in all material respects, in relation to the basic financial statements taken as
a whole. ‘

BRIAN SONNTAG, CGFM
STATE AUDITOR

September 6, 2007
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