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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 

 

Washington Counties Risk Pool 

October 1, 2017 through September 30, 2019 

 

Board of Directors 

Washington Counties Risk Pool 

Tumwater, 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 

Washington Counties Risk Pool, as of and for the years ended September 30, 2019 and 2018, and 

the related notes to the financial statements, which collectively comprise the Pool’s basic financial 

statements, and have issued our report thereon dated February 20, 2020. 

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audits of the financial statements, we considered the Pool’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 Pool’s 

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

internal control. 

A deficiency in internal control exists when the design or operation of a control does not allow 

management or employees, in the normal course of performing their assigned functions, to prevent, 

or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a 

combination of deficiencies, in internal control such that there is a reasonable possibility that a 

material misstatement of the Pool’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. Given these limitations, during our audit we did 

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

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

 

COMPLIANCE AND OTHER MATTERS 

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

from material misstatement, we performed tests of the Pool’s compliance with certain provisions 

of laws, regulations, contracts and grant agreements, noncompliance with which could have a 

direct and material effect on the determination of financial statement amounts. However, providing 

an opinion on compliance with those provisions was not an objective of our audit, and accordingly, 

we do not express such an opinion. 

The results of our tests disclosed no instances of noncompliance or other matters that are required 

to be reported under Government Auditing Standards.  

 

PURPOSE OF THIS REPORT 

The purpose of this report is solely to describe the scope of our testing of internal control and 

compliance and the results of that testing, and not to provide an opinion on the effectiveness of the 

Pool’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 Pool’s internal control and 

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

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

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

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

February 20, 2020 
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INDEPENDENT AUDITOR’S REPORT ON  

FINANCIAL STATEMENTS 

 

Washington Counties Risk Pool 

October 1, 2017 through September 30, 2019 

 

Board of Directors 

Washington Counties Risk Pool 

Tumwater, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the Washington Counties Risk Pool, 

as of and for the years ended September 30, 2019 and 2018, and the related notes to the financial 

statements, which collectively comprise the Pool’s basic financial statements as listed on page 9. 

 

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 audits. We 

conducted our audits in accordance with auditing standards generally accepted in the United States 

of America and the standards applicable to financial audits contained in Government Auditing 

Standards, issued by the Comptroller General of the United States. Those standards require that 

we plan and perform the audit to obtain reasonable assurance about whether the financial 

statements are free from material misstatement.  

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

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

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

due to fraud or error. In making those risk assessments, the auditor considers internal control 
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relevant to the Pool’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 Pool’s internal control. Accordingly, we express no such 

opinion. An audit also includes evaluating the appropriateness of accounting policies used and the 

reasonableness of significant accounting estimates made by management, as well as evaluating the 

overall presentation of the financial statements. 

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

for our audit opinions. 

 

Opinions 

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

the financial position of the Washington Counties Risk Pool, as of September 30, 2019 and 2018, 

and the changes in financial position and cash flows thereof for the years then ended in accordance 

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

 

Other Matters 

Required Supplementary Information 

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

management’s discussion and analysis and required supplementary information listed on page 9 

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. 

 

 

  

Page 7



 

 
Office of the Washington State Auditor 

Supplementary and Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that 

collectively comprise the Pool’s basic financial statements as a whole.  The List of Participating 

Members and DES Schedule of Expenses are presented for purposes of additional analysis and are 

not a required part of the basic financial statements. Such information has not been subjected to 

the auditing procedures applied in the audit of the basic financial statements and, accordingly, we 

do not express an opinion or provide any assurance on it. 

 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

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

February 20, 2020 on our consideration of the Pool’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 Pool’s internal control over financial reporting and compliance. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

February 20, 2020 
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FINANCIAL SECTION 

 

Washington Counties Risk Pool 

October 1, 2017 through September 30, 2019 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2019 and 2018 

 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2019 and 2018 

Statement of Revenues, Expenses and Changes in Net Position – 2019 and 2018 

Statement of Cash Flows – 2019 and 2018 

Notes to Financial Statements – 2019 and 2018 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Schedule of Proportionate Share of Net Pension Liability – PERS 1 & PERS 2/3 – 2019 

and 2018 

Schedule of Employer Contributions – PERS 1 & PERS 2/3 – 2019 and 2018 

Ten Year Claims Development Information – 2019 and 2018 

Notes to the Required Supplementary Information – 2019 and 2018 

 

SUPPLEMENTARY AND OTHER INFORMATION  

List of Participating Members – 2019 and 2018 

DES Schedule of Expenses – 2019 and 2018 
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Management’s Discussion &Analysis 

U.S. generally accepted accounting principles

Discussion of the Financial Statements

Statement of Net Position
Net Position

COMPARATIVE STATEMENT OF 
NET POSITION 

Analysis

Page 10



Statement of Revenues, Expenses and Changes in Net Position 
Change in Net Position

COMPARATIVE STATEMENT OF REVENUES, 
EXPENSES AND CHANGES IN NET POSITION 

Total Operating Revenues $14,450,717 $15,466,714 $19,010,855 

Total Non-Operating Revenues $325,828 $429,580 $1,058,847 

Total Operating Expenses $14,484,727 $13,999,852 $20,082,873

     

 Total Non-Operating Expenses $116,893 $194,586 $5,627 

Analysis
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Overall Analysis of Financial Position and Result of Operations

Request for Information
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Accounting and Financial Reporting for Risk Financing And Related Insurance 
Issues Risk Financing Omnibus
Accounting and Financial Reporting for Certain Investments and for External Investment Funds. 

Page 16



See Note 6, Capital Assets 

See Note 2, Deposits and Investments. 
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Capital Assets being 
Depreciated 

Less Accumulated 
Depreciation:

$627,881 $73,244 $(2,536) $698,589 

Capital Assets being 
Depreciated 

$554,074 $81,077 $ (7,270) $627,881 
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expected
80% confidence level

Cash and cash equivalents 

Total 

Total Primary Assets 
Claims Liability – Expected Level 

   
   

Total Secondary Assets $8,321,486 $17,715,159 
Total Primary plus Secondary Assets $37,474,193 $31,998,044 

Claims Liabilities at 80%  $18,847,000 $12,897,000 
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Washington Counties Risk Pool (WCRP)
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WCRP

January – June 2019: 

July – December 2019:   
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WCRP

2007-2012 Experience Study
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Washington Counties Risk Pool
Washington Counties Risk Pool

Washington Counties Risk Pool

Washington Counties Risk Pool’s

Schedules of Employer and Nonemployer Allocations
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Washington Counties Risk Pool

Washington Counties Risk Pool

PERS 1 

PERS 2/3
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Washington Counties Risk Pool

PERS 1 

PERS 2/3
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Washington Counties Risk Pool

PERS 1 PERS 2/3 

Washington Counties Risk Pool

PERS 1 PERS 2/3 
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Changes in Long -Term Liabilities 
Beginning 
Balance

9/30/2018 
Additions Reductions

Ending
Balance

9/30/2019 

Due Within 
One Year 

  ULAE Reserve $976,598  (21,324) $955,274  

Changes in Long -Term Liabilities 
Beginning 
Balance

9/30/2017 
Additions Reductions

Ending
Balance

9/30/2018 

Due Within 
One Year 

  ULAE Reserve $1,223,328  (246,730) $976,598  
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SIR - Total Incurred Claims & Claims Adjustment Expense $9,475,861 $3,505,094 

SIR -Total Payments $955,863 $1,067,715 

Corridor - Total Incurred Claims & Claims Adjustment Expense $11,254,256 $12,716,246 

Corridor – Payments $3,214,599 $4,141,792 

$8,039,657 $8,574,454 

Quota Share - Total Incurred Claims & Claims Adjustment Expense $(60.000) $(40,000) 

$0.00 $60,000 

$16,559,653 $11,071,833 

$955,274 $976,598 
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The schedule presented in Note 12 presents the changes in claims liabilities for the past two years for the 
WCRP’s one type of contract, liability insurance. 
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MCAG NO. 0774                                 WASHINGTON COUNTIES RISK POOL 
DES Schedule of Expenses 

For Fiscal Years Ended September 30, 2019 and September 30, 2018 

Schedule T-2

 
 
 

   09/30/2019      09/30/2018   
 

Insurance Premiums/Reserve Expense $17,020,577 $12,628,087 
ULAE Expense (21,324) (246,730) 
Adjustment to Prior Years' "1st/2nd Layers' Corridor" Reserves 940,802 (261,275) 
Adjustment to Prior Years' "SIR" Reserves (230,518) (215,940) 
Adjustment to Prior Year' "10% (8x2 Layer) Quota Share (60,000) (40,000) 

 

Contracted Services: 
Actuarial 

 
 

227,400 

 
 

75,000 
State Audit Expense 14,210 12,730 
State Risk Manager Expenses 17,581 5,860 
Legal Fees 253,520 220,162 
IT Consultants 28,392 28,784 
Property Appraiser 72,355 77,575 
Temporary Staffing Agency 74,077  
Independent Adjusting Expense 9,481  
Investment Advisor 12,282 12,691 
Other Consulting Fees 8,352 12,051 

 

General Administrative Expenses 
Employee Salaries and Benefits 

 
 

847,909 

 
 

955,413 
Communication 18,347 17,565 
Supplies 29,801 19,991 
Dues and Memberships 5,541 5,930 
Travel - Employee 54,890 89,074 
Committee and Board Meetings 124,603 122,602 
Depreciation 73,244 81,078 
Building and Auto Insurance 22,540 22,533 
Operating Leases  67,704 
Utilities/Building Maintence 40,886 35,329 
Member Services - Training 293,652 216,819 
Member Services - Scholarships 29,781 33,269 
Miscellaneous Expenses 174,492 23,551 

Total Operating Expenses $20,082,872 $13,999,852 
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Office of the Washington State Auditor 

ABOUT THE STATE AUDITOR’S OFFICE  

The State Auditor’s Office is established in the state’s Constitution and is part of the executive 

branch of state government. The State Auditor is elected by the citizens of Washington and serves 

four-year terms. 

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

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

public trust. 

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

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

operational efficiency and developing highly engaged and committed employees. 

As an elected agency, the State Auditor’s Office has the independence necessary to objectively 

perform audits and investigations. Our audits are designed to comply with professional standards 

as well as to satisfy the requirements of federal, state, and local laws. 

Our audits look at financial information and compliance with state, federal and local laws on the 

part of all local governments, including schools, and all state agencies, including institutions of 

higher education. In addition, we conduct performance audits of state agencies and local 

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

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

our website and through our free, electronic subscription service.  

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

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

Contact information for the State Auditor’s Office 

Public Records requests PublicRecords@sao.wa.gov  

Main telephone (564) 999-0950 

Toll-free Citizen Hotline (866) 902-3900 

Website www.sao.wa.gov 
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https://www.sao.wa.gov/report-a-concern/how-to-report-a-concern/fraud-program/
https://www.sao.wa.gov/report-a-concern/how-to-report-a-concern/whistleblower-program/
https://www.sao.wa.gov/report-a-concern/how-to-report-a-concern/the-citizen-hotline/
https://www.sao.wa.gov/reports-data/audit-reports/
https://www.sao.wa.gov/about-sao/sign-up-for-news-alerts/
mailto:PublicRecords@sao.wa.gov
file:///C:/Users/cameronl/AppData/Local/Microsoft/Windows/Temporary%20Internet%20Files/Content.Outlook/P7TI2Y9E/www.sao.wa.gov
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