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Subscribe to SAO’s e-newsletter

Two ways to sign up:

1. Via SAO’s website at sao.wa.gov
2. Use the QR code below:
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https://lp.constantcontactpages.com/su/BnvZy47/SAOnewsletter


About SAO

Center for 
Government 

Innovation

Technical 
support

Performance 
& IT audit

State & 
local audit

Non-audit 
services

Audit 
services

State Auditor 
Pat McCarthy
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Preparing for audit

Meet and Greet

• Open a line of communication before the audit 
start date

• Make good use of a “pre-audit” meeting with the 
audit team – who should attend

Clean up 
records

• Keep your files current and complete
• Learn from the past. Review your government’s 

past audit results

Document, 
document

• Assess changes in activities
• Remember to document, document, 

document throughout the year 66
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Preparing for audit

Keep on top of 
changes

• Document your internal processes and recording 
financial transactions properly

• Be aware of changing accounting standards

Prepare 
thoughtfully

• Perform a self-review of the annual report
• Develop an audit timeline and assign 

responsibilities

And, finally… Relax! You’ve done all you can and are now ready 
for audit.
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Audit timeliness takes a team effort

• SAO’s priority is to work with you on timely and cost-
effective audits

• Be sure to identify and communicate your audit needs
oBond deadlines
oFederal grant compliance deadlines (Single Audit)

• Make good use of pre-audit meetings

• Regular audit status meetings keep us both on track

• Work with your auditors to have a plan in place for 
providing audit documents
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What are audits going to look at?

• Accountability

• Financial Statements

• Federal grant compliance
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What auditors might emphasize in 
upcoming accountability audits

Electronic fund transfers (EFTs)

Payroll leave (accruals, tracking and 
buyouts)
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Financial statement reporting
Risks to consider:
• Inadequate review of the prepared 

financial statements

• Lack of documentation evidencing review performed

• Outdated note disclosures, missing information and 
numerical errors

Helpful tips: 
Always use the most up-to-date version of the BARS Manual

Consider using the “Checklist for Preparing Cash-Basis 
Financial Statements” for preparation and review
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Resource: financial statement reporting checklist
• Updated annually to include new BARS 

requirements and other accounting 
changes

• Covers several aspects of the financial 
statements, including funds structures, 
cash and investments balances, required 
schedules, and more

Find this and other 
financial reporting 
tools in our online 
Resource Library
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https://sao.wa.gov/improving-government/resource-library


Common recommendations 
in federal compliance audits

Suspension and Debarment *

Reporting requirements

Procurement requirements *

Davis-Bacon/Certified Payrolls *

* Also a top recommendation area for port districts13
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Federal awards compliance
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Fraud 
Prevention

Sometimes the best prevention is 

just being informed
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Most costly fraud schemes 

 $-  $100,000  $200,000  $300,000  $400,000  $500,000  $600,000

Breaking/Entering

Payroll

Other

Purchase Card

Theft of Property

Cyber Concerns

Office of the Washington State Auditor 19



Office of the Washington State Auditor 
20

Fraud warning signs

4. Email address is not an exact match, or is an outside address when it 
should be internal

5. Request comes via email when you have a different method 
setup, or comes to the wrong department

6. Request comes in close to payment date and/or creates a 
sense of urgency
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Inconsistent email addresses

Real Spoofed
@g-o.com [name].g-o.com@hotmail.com
@spfr.org @spsfr.org
@bosscontruction.biz @bossconstructions.biz
@AmericanGuardServices.com @AmericanGuradServices.com
Vendor: Nisqually Construction @NisquallyContracting.com
@mpmediatv.com @messagepolntmedia.com
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Emails from “employees”

Emails sent from
myprivatesecurebox01@gmail.com
myprivateboxinfo1@gmail.com
calorygas@telefonica.net
Info.ce0executives@lycos.com
schools@unifieddistrict.net
Theboysandgirlsclubs@sapo.pt
nies71@sznlive.com
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Fraud warning signs

3. Provides a voided check that anyone could create, and/or a typed signature

4. Email address is not an exact match, or is an outside address when it 
should be internal

5. Request comes via email when you have a different method 
setup, or comes to the wrong department

6. Request comes in close to payment date and/or creates a 
sense of urgency
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Phony voided check

No address 
block

Likely typed with 
a script font

Atypical listing of 
routing and account 
information
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Fraud warning signs

2. Request includes “kindly” or other language that seems atypical

3. Provides a voided check that anyone could create, and/or a typed signature

4. Email address is not an exact match, or is an outside address when it 
should be internal

5. Request comes via email when you have a different method 
setup, or comes to the wrong department

6. Request comes in close to payment date and/or creates a 
sense of urgency
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Fraud warning signs

1. Requester uses GreenDot, GoBank, Walmart or Meta 

2. Request includes “kindly” or other language that seems atypical

3. Provides a voided check that anyone could create, and/or a typed signature

4. Email address is not an exact match, or is an outside address when it 
should be internal

5. Request comes via email when you have a different method 
setup, or comes to the wrong department

6. Request comes in close to payment date and/or creates a 
sense of urgency
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GreenDot Bank
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What can you do?

• Don’t trust email. Literally, ever.

• Assume it’s a scam until you’re proven otherwise

• Request that employees make changes in person

• Vendors:

• Confirm via video call you initiate

• Provide contractors and vendors with a 

security key or passphrase they must provide 

for any contact for bank changes (do not send 

via email)
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Most costly fraud schemes 

 $-  $5,000  $10,000  $15,000  $20,000  $25,000  $30,000  $35,000  $40,000  $45,000

Breaking/Entering

Payroll

Other

Purchase Card

Theft of Property

Questionable



Fraud-prevention resource for elected officials 
and appointed board members
Key theme: Preventing fraud begins at 
the top
• Elected officials and appointed boards:

• Have a duty to understand their 
government’s operations

• Play a key role in fighting fraud
• Have a responsibility to 

demonstrate a commitment to 
preventing, detecting and 
responding to fraud—which are the 
three main sections of the guide

Fraud prevention resource library
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https://sao.wa.gov/improving-government/preventing-fraud


Reporting fraud or loss

• Remember to report any 

known or suspected 

instances of fraud or loss 

to SAO (RCW 43.09.185)

• Easiest to do this through 

SAO’s website
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Support for Ports at SAO
Ports always have support when working with SAO during an audit.

People you can contact:

• Port program manager and subject matter experts 
(SMEs)

• Local audit staff

• Client HelpDesk

• And more …

Plus internal guidance: 

• Planning guides

• Level of reporting
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Please feel free to contact me 
at any time.

Deena Garza 
Port Program Manager
Deena.Garza@sao.wa.gov 
(360) 594-0571
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SAO resources from the Center 
of Government Innovation

Scott Woelfle,
Director of Quality Assurance 
and Innovation
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The Center for Government Innovation

37

 Resource Library with tools, checklists and other 
resources that provide you ways to improve internal 
controls, compliance and other areas

 Cyber checkups to assess your government’s vulnerability 
to common cybersecurity threats

 Financial Intelligence Tool (FIT) to help you monitor your 
government’s financial health

 Teambuilding workshops to help you strengthen your 
team, increase trust and promote workplace harmony

 Customized Lean facilitations & trainings to help you 
improve how work gets done
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Resources for ports
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https://sao.wa.gov/improving-government/resource-library


A multi-point inspection for a government’s 
cyber program
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Completed remotely

Ports answer a 20-question survey about 
security policies and practical measures

SAO produces a summary of your results 
and recommendations, including easy and 
low-cost next steps



Cyber checkups
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Your data—the Financial Intelligence Tool (FIT)
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https://portal.sao.wa.gov/FIT/explore?utm_source=hero&utm_medium=sao&utm_campaign=june-25
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Compare 
side by side
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Questions?

4444

Questions?



Lean for ports: An overview 

Joanna Bailey, Lean Specialist

01: Lean Methodology
• What is Lean?
• How does Lean work?

02: Lean in Real Life

• Improvement projects

03: Services & Resources
• Free onsite and online
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What is Lean?

Process improvement 
methodology
Re-assess yesterday’s logic to:

• Build a shared understanding of 
process challenges & opportunities.

• Remove process waste to use current 
resources more effectively.

• Mitigate risk through incremental 
changes.
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How does Lean 
work?

Purpose-driven principles

1. Fix process, not people
Provide effective tools for staff success.

2. Make work visible
See to understand; understand to 
improve.

3. Eliminate process waste
Increase capacity to do important work.

4. Go slow to go fast
Small changes to mitigate change risk.
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Principle: Fix process, not people

OUTPUTS
Process

OUTCOMES
Change

GOALS
Strategy
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Principle: Eliminate process waste

Motion
• Treasure hunting
• Duplicate data entry

Rework
• Incomplete or inaccurate work
• Passing errors downstream

Waiting
• Signatures
• Single user access

Underutilized resources/skills
• Unused software functionality
• Task distribution

Overproduction/processing
• Parallel file systems
• Digital-to-print; print-to-digital
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Principle: Go slow to go fast

4 steps to a better process:

• Plan – prepare for the change

• Do – trial improvements 

• Check – to assure improvement

• Adjust – lock in to standardize
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Lean in real life

Credit card reconciliation
Case Study #1: Current state conditions

1. 54 credit cards: employees + 
commissioners

2. Reconciliation: 3 finance staff

3. Process challenges:

Late submittals, coding errors, missing 
entries and receipts

Stressful reconciliation, staff burnout
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Lean in 
real life cont.

Credit card reconciliation 
cont.
Root causes:

1. Outdated cardholder agreement and 
procurement policy.

2. No expectation for cardholder to record or 
reconcile their activity prior to hand-off. 

3. Departments log transactions and match 
receipts after receival of statement.

4. Unclear expectations for supervisory review.
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Lean in 
real life cont.

Credit card reconciliation 
cont.
Action plan: Strengthen internal controls

1. Regularly assess # of cardholders to business 
need. Metric: dept justifications

2. Cardholder records and reconciles own 
activity against statement before 
handoff. Metric: performance evaluation

3. Establish expectations for supervisor 
review. Metric: # or % of send-backs
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Lean in 
real life cont.

Credit card reconciliation 
cont.
Action plan: Timely submittals to finance 

1. Cardholders record transactions on ongoing 
basis. Metric: % compliance; % change in 
timely submittals

2. Packet: receipts are in statement transaction 
order. Metric: % compliance

3. Directors provide Finance with an assigned 
backup approver and activate “out of office” 
reply before leaving. Metric: % compliance; % 
change in rework by Finance
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Lean in 
real life cont.

Tenant turnover
Case Study #2: Current state conditions

1. Lease revenue = 72% operating budget

2. Unclear standard of quality, roles and 
responsibilities

3. IMPACT:
Frustrated tenants
Staff burn-out 
Turnover delays = loss of revenue
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Lean in 
real life cont.

Tenant turnover cont.

Root causes:

1. Task over-reach between teams

2. “Turn-key ready” quality was subjective

3. 60% of work orders were not logged (un-
trackable)

4. Outdated, incomplete and underutilized 
checklists
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Lean in 
real life cont.

Tenant turnover cont.
Action plan: Tenant-out process
1. Update checklist to deliver newly 

standardized quality. Metric: walk-through, 
feedback

2. FacOps logs all work orders, procures 
bids/cost estimates for approval, plans and 
executes site work. Metric: weekly reports, 
dashboard accountability

3. Real Estate communicates with tenant. 
Metric: customer & staff feedback

4. Eliminate staff’s 2nd quality walk-through. 
Metric: walk-through, feedback
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Lean in 
real life cont.

Tenant turnover cont.
Action plan: Tenant-in process
1. Update checklist to deliver newly 

standardized quality. Metric: walk-
through, feedback

2. Real Estate communicates with tenant; 
sends improvement site requests to 
FacOps. Metric: customer & staff feedback

• FacOps logs and tracks all work orders, 
procures bids/cost estimates for approval, 
plans and executes site work. Metric: 
weekly reports, dashboard accountability, 
staff feedback



Lean services: Easy
Customized Service: 1 click to start 

conversation

 Training workshops

 Facilitated improvement projects

Self-guided online learning:

 Lean project charter tools

 Process improvement webinar
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Questions?
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Information
Scott Woelfle
Director of Quality Assurance & Innovation

Joanna Bailey
Lean Specialist

Center@sao.wa.gov 

(564) 999-0818

Website: www.sao.wa.gov
X (formerly known as Twitter): www.X.com/WaStateAuditor
Facebook: www.facebook.com/WaStateAuditorsOffice 
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