Exit Recommendations
City of Mercer Island
Audit Period Ending: 12/31/2019

We are providing the following exit recommendations for management’s consideration. They are
not referenced in the audit report. We may review the status of the following exit items in our next
audit.

Accountability:

Performance Awards (Bonus & Incentive Payments)
We reviewed the City's Pay-for-Performance and Employee Recognition program. We determined
payments for Performance and Other Awards are allowable. However, we noted the following:

e One employee received an additional performance award to "true up" a prior award, based
on an oral agreement between the employee and former City Manager. The City did not
have any written documentation to support the decision and the City did not comply with
its own policies when awarding the additional performance award.

o City policy requires the City Manager, Human Resources, Department Director, and
Finance Director to approve a monetary award of $250 or more. We noted one instance
where an award was given to an employee who is one of the required approving signatories
for the award, but the City did not obtain an approving signature from another designated
signor in place of the employee who received the award.

We recommend the City:

o Ensures supporting documentation for Pay for Performance awards is retained and the City
abides by its policies when awarding these awards.

e Addresses signatory controls for situations when the award is given to one of the required
approvers as a best practice.

Financial Statements:

Payroll Accrual

The City does not accrue payroll at year-end to ensure it is reported in the correct fiscal period. We
calculated the amount of payroll expenditures that were posted to FY2019 that should have been
accrued back to 12/31/2018 (2018 expenditures posted to 2019). We also calculated the amount
of payroll expenditures that were posted to FY2020 that should have been accrued back to
12/31/2019 (2019 expenditures posted to 2020). Based on our calculation, we determined FY2019
payroll is overstated by $71,532.

We recommend the City establish policies and procedures to accrue payroll to the proper reporting
period in accordance with GAAP.
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Exit Recommendations
City of Mercer Island
Audit Period Ending: 12/31/2019

Journal Entry Review

Based on our review of journal entries and confirmation of controls over the financial statement
preparation, we noted the City's journal entry coversheets does not contain a signature or name of
the preparer and reviewer.

We recommend the preparer and reviewer of journal entries sign journal entry coversheets to
ensure accountability of duties and roles assigned to individuals.
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ABOUT THE STATE AUDITOR’S OFFICE

The State Auditor’s Office is established in the Washington State Constitution and is part of the
executive branch of state government. The State Auditor is elected by the people of Washington
and serves four-year terms.

We work with state agencies, local governments and the public to achieve our vision of increasing
trust in government by helping governments work better and deliver higher value.

In fulfilling our mission to provide citizens with independent and transparent examinations of how
state and local governments use public funds, we hold ourselves to those same standards by
continually improving our audit quality and operational efficiency, and by developing highly
engaged and committed employees.

As an agency, the State Auditor’s Office has the independence necessary to objectively perform
audits, attestation engagements and investigations. Our work is designed to comply with
professional standards as well as to satisfy the requirements of federal, state and local laws. The
Office also has an extensive quality control program and undergoes regular external peer review
to ensure our work meets the highest possible standards of accuracy, objectivity and clarity.

Our audits look at financial information and compliance with federal, state and local laws for all
local governments, including schools, and all state agencies, including institutions of higher
education. In addition, we conduct performance audits and cybersecurity audits of state agencies
and local governments, as well as state whistleblower, fraud and citizen hotline investigations.

The results of our work are available to everyone through the more than 2,000 reports we publish
each year on our website, www.sao.wa.gov. Additionally, we share regular news and other
information via an email subscription service and social media channels.

We take our role as partners in accountability seriously. The Office provides training and technical
assistance to governments both directly and through partnerships with other governmental support
organizations.

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS manuals (GAAP and N )
cash), and find reporting templates e Toll-free Citizen Hotline:

e Learn about our training workshops (866) 902-3900

and on-demand videos

e Discover which governments serve you
— enter an address on our map

e Explore public financial data
with the Financial Intelligence Tool

e Email:
webmaster@sao.wa.gov

Insurance Building, P.O. Box 40021 « Olympia, Washington 98504-0021  (564) 999-0950 * Pat.McCarthy@sao.wa.gov
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https://sao.wa.gov/about-public-records/
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https://sao.wa.gov/improving-government/improvement-training-videos/
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