
Exit Conference: City of Redmond

The Office of the Washington State Auditor’s vision is increased trust in government. Our mission is to provide 

citizens with independent and transparent examinations of how state and local governments use public funds, and 

develop strategies that make government more efficient and effective. 

The purpose of this meeting is to share the results of your audit and our draft reporting. We value and appreciate 

your participation. 

Audit Reports 

We will publish the following reports: 

 Accountability audit for January 1, 2019 through December 31, 2019 – see draft report.

 Financial statement audit for January 1, 2019 through December 31, 2019 – see draft report.

 Comprehensive Annual Financial Report opinion letter – see letter.

Audit Highlights 

Due to the current pandemic, the entire audit was performed remotely. This was an unprecedented but necessary 

approach and we worked closely with the City to find the most successful route through these changes. We 

recognize the significant impact on City operations while responding to COVID-19 and appreciate the City’s 

efforts to respond to our questions and requests timely while balancing other concerns.  

Recommendations not included in the Audit Reports 

Exit Items  

We have provided exit recommendations for management’s consideration. Exit items address control deficiencies 

or non-compliance with laws or regulation that have an insignificant or immaterial effect on the entity, or errors 

with an immaterial effect on the financial statements. Exit items are not referenced in the audit report.  

Communications required by audit standards  

In relation to our financial statement audit report, we would like to bring to your attention: 

 Uncorrected misstatements in the audited financial statements are summarized on the attached schedule.

We agree with management’s representation that these misstatements are immaterial to the fair

presentation of the financial statements.

ATTACHMENT   I



Finalizing Your Audit 

Report Publication 

Audit reports are published on our website and distributed via e-mail in an electronic .pdf file. We also offer a 

subscription service that allows you to be notified by email when audit reports are released or posted to our 

website. You can sign up for this convenient service at: https://portal.sao.wa.gov/SAOPortal/. 

Management Representation Letter 

We have included a copy of representations received from management. 

Audit Cost 

At the entrance conference, we estimated the cost of the audit to be $96,850. During the audit, we communicated 

to the City the revised estimate of $102,505 due to additional work required as a result of the financial statement 

recommendations discussed and actual audit costs will approximate that amount. 

Your Next Scheduled Audit 

Your next audit is scheduled to be conducted in May 2021 and will cover the following general areas: 

 Accountability for Public Resources 

 Financial Statement including Comprehensive Annual Financial Report Opinion Letter 

 Federal Programs 

 

The estimated cost for the next audit based on current rates is $115,900 plus travel expenses. This preliminary 

estimate is provided as a budgeting tool and not a guarantee of final cost.  

Working Together to Improve Government 

Audit Survey 

When your report is released you will receive an audit survey from us. We value your opinions on our audit 

services and hope you provide feedback. 

Local Government Support Team 

This team provides support services to local governments through the Budget, Accounting, and Reporting System 

(BARS) and annual online filing technical assistance, provides accounting, reporting and BARS training. Our 

website and client portal offers many resources, including a client Help Desk that answers auditing and accounting 

questions, updated BARS manuals, access to resources and recorded trainings, and additional accounting and 

reporting resources. Additionally this team assists with the online filing of your financial statements. 

The Center for Government Innovation 

The Center for Government Innovation of the Office of the Washington State Auditor offers services designed to 

help you, help the residents you serve at no additional cost to your government. What does this mean? They 

provide expert advice in areas like building a Lean culture to help local governments find ways to be more 

efficient, effective and transparent.  The Center also provides financial management technical advice and best 

practices and resources. These can be accessed from the “Improving Government” tab of our SAO website and 

help you act on accounting standard changes, comply with regulations, protect public resources, minimize your 



cybersecurity risk and respond to recommendations in your audit. The Center also offers the Financial Intelligence 

Tool, better known as FIT, to help you assess and monitor your finances and compare your financial operations 

to other local governments like you. You can email the Center for a personal training session to learn all the 

benefits using the FIT tool can provide. The Center understands that time is your most precious commodity as a 

public servant, and wants to help you do more with the limited hours you have. If you are interested in learning 

how the Center can help you maximize your effect in government, call them at (564) 999-0818 or email them at 

Center@sao.wa.gov. 

Questions? 

Please contact us with any questions about information in this document or related audit reports. 

Kelly Collins, CPA, Director of Local Audit, (564) 999-0807, Kelly.Collins@sao.wa.gov 

Mark Rapozo, CPA, Assistant Director of Local Audit, (564) 999-0794, Mark.Rapozo@sao.wa.gov  

Wendy Choy, Program Manager, (425) 502-7067, Wendy.Choy@sao.wa.gov 

Lorraine Nitta, Assistant Audit Manager, (425) 679-6674, Lorraine.Nitta@sao.wa.gov 

Kim Nguyen, CFE, Audit Lead, (425) 502-7067, Ngan.Nguyen@sao.wa.gov 

mailto:center@sao.wa.gov
mailto:Kelly.Collins@sao.wa.gov
mailto:Mark.Rapozo@sao.wa.gov
mailto:Wendy.Choy@sao.wa.gov
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Mayor and City Council 

City of Redmond 

Redmond, Washington 

Report on Accountability 

Thank you for the opportunity to work with you to promote accountability, integrity and openness 

in government. The Office of the Washington State Auditor takes seriously our role of providing 

state and local governments with assurance and accountability as the independent auditor of public 

accounts. In this way, we strive to help government work better, cost less, deliver higher value and 

earn greater public trust. 

Independent audits provide essential accountability and transparency for City operations. This 

information is valuable to management, the governing body and public stakeholders when 

assessing the government’s stewardship of public resources. 

Attached is our independent audit report on the City’s compliance with applicable requirements 

and safeguarding of public resources for the areas we examined. We appreciate the opportunity to 

work with your staff, and we value your cooperation during the audit. 

Sincerely, 

Signature Here (Please do not remove this line) 

Pat McCarthy 

State Auditor 

Olympia, WA 

Americans with Disabilities 

In accordance with the Americans with Disabilities Act, we will make this document available in 

alternative formats. For more information, please contact our Office at (564) 999-0950, TDD 

Relay at (800) 833-6388, or email our webmaster at webmaster@sao.wa.gov. 

mailto:webmaster@sao.wa.gov
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AUDIT RESULTS 

Results in brief 

This report describes the overall results and conclusions for the areas we examined. In those 

selected areas, City operations complied, in all material respects, with applicable state laws, 

regulations, and its own policies, and provided adequate controls over the safeguarding of public 

resources. 

In keeping with general auditing practices, we do not examine every transaction, activity, policy, 

internal control, or area. As a result, no information is provided on the areas that were not 

examined. 

 

About the audit 

This report contains the results of our independent accountability audit of the City of Redmond 

from January 1, 2019 through December 31, 2019.  

Management is responsible for ensuring compliance and adequate safeguarding of public resources 

from fraud, loss or abuse. This includes the design, implementation and maintenance of internal 

controls relevant to these objectives. 

This audit was conducted under the authority of RCW 43.09.260, which requires the Office of the 

State Auditor to examine the financial affairs of all local governments. Our audit involved 

obtaining evidence about the City’s use of public resources, compliance with state laws and 

regulations and its own policies and procedures, and internal controls over such matters. The 

procedures performed were based on our assessment of risks in the areas we examined. 

Based on our risk assessment for the year ended December 31, 2019, the areas examined were 

those representing the highest risk of fraud, loss, abuse, or noncompliance. We examined the 

following areas during this audit period: 

 Self-insurance – review of compliance with health and wellness, unemployment 

compensation, and workers compensation programs 

 Contracts and agreements – review of policies and procedures related to leased property 

and lease agreements 

 Conflicts of interest and ethics – review of processes over conflict of interest 

identification and disclosure 

 Financial condition – review of fiscal sustainability 
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Electronic funds transfers (EFT) – review of processes and testing for wire and automated 

clearing house (ACH) transfers 
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RELATED REPORTS 

Financial 

Our opinion on the City’s financial statements is provided in a separate report, which includes the 

City’s financial statements. That report is available on our website, 

http://portal.sao.wa.gov/ReportSearch. 

 

 

http://portal.sao.wa.gov/ReportSearch/?qItemType=1&qItemDesc=City%20of%20Redmond&qItemValue=0425
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INFORMATION ABOUT THE CITY 

Redmond is the seventh most populous city in King County and the sixteenth most populous city 

in the State of Washington, with a residential population of approximately 65,860 in 2019. It 

encompasses an area of over 17.25 square miles and is located less than 20 miles east of downtown 

Seattle at the north end of Lake Sammamish. The City provides services including fire, police, 

water/sewer/storm utilities, public works, community development and parks and recreation. 

Redmond has a non-partisan mayor-council form of government, with the mayor and seven council 

members elected at large for staggered four-year terms. The City Council adopts the City budget, 

establishes law and policy, approves appropriations and contracts, levies taxes and grants 

franchises. The Council appoints management to oversee the City’s daily operations as well as its 

approximately 712 full-and part-time employees. For the 2019-2020 biennium, the City operates 

on a budget of approximately $797.7 million. 

Contact information related to this report 

Address: City of Redmond 

Accounts Payable MS: 3SFN 

PO Box 97010 

Redmond, WA  98073-9710 

Contact: Julie Elsom, Accounting Manager 

Telephone:   (425) 556-2181 

Website: www.redmond.gov 

Information current as of report publish date. 

 

Audit history 

You can find current and past audit reports for the City of Redmond at 

http://portal.sao.wa.gov/ReportSearch. 

 

  

http://portal.sao.wa.gov/ReportSearch/?qItemType=1&qItemDesc=City%20of%20Redmond&qItemValue=0425
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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 

Public Records requests PublicRecords@sao.wa.gov 

Main telephone (564) 999-0950 

Toll-free Citizen Hotline (866) 902-3900 

Website www.sao.wa.gov 

 

 

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
https://www.sao.wa.gov/
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Mayor and City Council 

City of Redmond 

Redmond, Washington 

 

Report on Financial Statements 

Please find attached our report on the City of Redmond’s financial statements. 

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

Sincerely, 

 

Pat McCarthy 

State Auditor 

Olympia, WA 
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SCHEDULE OF AUDIT FINDINGS AND RESPONSES 

City of Redmond 

January 1, 2019 through December 31, 2019 

2019-001 The City’s internal controls over accounting and financial 

statement preparation were not adequate to ensure accurate and 

complete financial reporting.  

Background 

The City Council, the Mayor, state and federal agencies, and the public rely on the 

information included in the financial statements and reports to make decisions. City 

management is responsible for designing, implementing, and maintaining internal 

controls to ensure financial statements are prepared and fairly presented in 

accordance with generally accepted accounting principles (GAAP). 

The audit identified deficiencies in internal control that could affect the City’s 

ability to produce reliable financial statements. When taken together, the 

deficiencies represent a significant deficiency. Governmental Auditing Standards 

requires the auditor to communicate significant deficiencies, defined in the 

Applicable Laws and Regulations section below, as a finding. 

Description of Condition 

Historically, the City has had strong internal controls over the financial statement 

preparation process. However, during the preparation of the 2019 financial 

statements, the control processes did not ensure the financial statements were 

accurate. We noted the following: 

 The City’s review process relied on past practice to assess whether a sale of 

land was appropriately reported when preparing the government-wide 

financial statements which was not effective.   

 The City’s controls over evaluating revenue recognition did not ensure that 

revenue earned in 2020 was reported in the correct fiscal year. 

Cause of Condition 

The City did not dedicate the time and resources to the year-end financial statement 

preparation and review process to ensure the financial statements, notes, and 

supplementary schedules were accurate and complete. 
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Effect of Condition 

The City’s control deficiencies led to the following: 

 General Government expense was overstated by $10,013,812 in the 

Governmental Activities and Contributions/Disposals from Capital Assets 

was overstated by the same amount. The amount represents the value of 

land that was sold in 2019, which does not affect expenses. Instead, the City 

should have reported a Loss on the Sale of Capital Asset of $1,732,716. The 

City subsequently corrected the errors.  

 License and permit revenues was overstated by $1,236,918 in the Aggregate 

Remaining Fund. The amount represents first quarter 2020 revenue that was 

reported in fiscal year 2019.  

Recommendation 

We recommend the City strengthen its controls over the financial statement review 

process, implementation of new accounting standards as well as its evaluation of 

revenue recognition by dedicating sufficient resources, such as staff time and 

training, to ensure the financial statements are accurately prepared in accordance 

with GAAP. 

City’s Response 

The City disagrees with the findings of this audit. The City has a long history of 

accurate financial reporting and a many pronged approach to make sure the 

financial statements are a true and correct representation of its financial standing 

and takes the accuracy of its financial reporting very seriously. We have a proved 

track record that our internal controls and management oversight is adequate. Our 

approach includes the following: 

 Accounting staff prepares the financial statements 

 The Financial Planning Division reviews the statements for accuracy 

 The Accounting Manager reviews the statements against best practices. 

 The Deputy Finance Director and then the Director also review the 

statements  

Recording of Capital Assets 

Consistent with past practice and historical audited transactions, the City recorded 

the sale of the land correctly in the Fund Statements and the General Ledger. The 

overstatement in the Governmental Activities and Contributions/Disposals from 

Capital Assets affected both revenues and expenditures, therefore the City’s net 
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position was accurate and would not mislead a user of the financial statements. The 

$1.7 million loss on the sale of the property was also recorded accurately and it 

also did not affect the net position. A reasonable person relying on the City’s 

financial statements would not be misled and/or influenced by the inclusion or 

correction of this item. The amount of the overstatement is also immaterial given 

the size of the City’s portfolio.  

Licenses and Permit Revenue 

The City agrees with the auditor’s statement that license and permit revenues were 

overstated by $1,236,918. At the developer’s request the City billed the company 

early for the next development agreement payment due on the developer’s $17 

million contract and the City inadvertently billed the developer on 12/31/2019 for 

revenue due in 2020. The error was a timing issue and is not significant given the 

magnitude of the development agreement. The amount ($1.2 million) reflects only 

6% of the total governmental funds license and permit revenue and less than 1% of 

the City’s total governmental fund revenue. The City’s process for entering and 

billing customers includes management review prior to posting. The incorrect 

posting of the revenue was merely an oversight, not an internal control issue and 

does not rise to the level of a finding.  

None of the transactions recorded above meet the materiality threshold according 

to GAAP standards, therefore the City concludes the findings should be removed 

from the audit documentation. 

Auditor’s Remarks 

Government Audit Standards require auditors to communicate control deficiencies 

identified and the effects noted that, when taken together, represent a significant 

deficiency. City management is responsible for the proper presentation of financial 

statements in accordance with the City’s chosen basis of accounting. We reaffirm 

the finding. 

We appreciate the communication with the City and encourage the City to dedicate 

sufficient resources to strengthen its control structure over financial accounting and 

reporting.  

Applicable Laws and Regulations 

Government Auditing Standards, December 2011 Revision, paragraph 4.23 

establishes reporting requirements related to significant deficiencies or material 

weaknesses in internal control, instances of fraud or abuse, and noncompliance with 

provisions of law, regulations, contracts, or grant agreements. 
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The American Institute of Certified Public Accountants defines significant 

deficiencies and material weaknesses in its Codification of Statements on Auditing 

Standards, section 265, Communicating Internal Control Related Matters Identified 

in an Audit, paragraph 7. 

RCW 43.09.200 Local government accounting – Uniform system of accounting, 

requires the state auditor to prescribe the system of accounting and reporting for all 

local governments.  

The Budgeting, Accounting, and Reporting System (BARS) manual, 3.1.3, Internal 

Control, Internal Control, requires each local government to establish and maintain 

an effective system of internal controls that provides reasonable assurance that the 

government will achieve its objectives. 
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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 

 

City of Redmond 

January 1, 2019 through December 31, 2019 

 

Mayor and City Council 

City of Redmond 

Redmond, 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, the business-type activities, each major fund and the aggregate remaining 

fund information of the City of Redmond, as of and for the year ended December 31, 2019, and 

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

statements, and have issued our report thereon dated October 29, 2020. 

 As discussed in Note 20 to the financial statements, in February 2020, a state of emergency was 

declared that could have a negative financial effect on the City. Management’s plans in response 

to this matter are also described in Note 20. Our opinion is not modified with respect to this matter.   

 

INTERNAL CONTROL OVER FINANCIAL REPORTING 

In planning and performing our audit of the financial statements, we considered the City’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 City’s 

internal control. Accordingly, we do not express an opinion on the effectiveness of the City’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 
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material misstatement of City’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. 

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 2019-001 that we consider to be significant deficiencies. 

 

COMPLIANCE AND OTHER MATTERS 

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

from material misstatement, we performed tests of the City’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.  

 

CITY’S RESPONSE TO FINDINGS 

The City’s response to the findings identified in our audit is described in the accompanying 

Schedule of Audit Findings and Responses. The City’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 

City’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 City’s internal control and 

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

 

October 29, 2020 
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INDEPENDENT AUDITOR’S REPORT ON  

FINANCIAL STATEMENTS 

 

City of Redmond 

January 1, 2019 through December 31, 2019 

 

Mayor and City Council 

City of Redmond 

Redmond, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the governmental activities, the 

business-type activities, each major fund and the aggregate remaining fund information of the City 

of Redmond, as of and for the year ended December 31, 2019, and the related notes to the financial 

statements, which collectively comprise the City’s basic financial statements as listed on page 14. 

 

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 
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due to fraud or error. In making those risk assessments, the auditor considers internal control 

relevant to the City’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 City’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 respective financial position of the governmental activities, the business-type activities, each 

major fund and the aggregate remaining fund information of the City of Redmond, as of 

December 31, 2019, and the respective changes in financial position and, where applicable, cash 

flows thereof 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 20 to the financial statements, in February 2020, a state of emergency was 

declared that could have a negative financial effect on the City. Management’s plans in response 

to this matter are also described in Note 20. 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 and required supplementary information listed on page 14 

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 
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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. 

 

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING 

STANDARDS 

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

October 29, 2020 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 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 City’s internal control over financial reporting and compliance. 

 

Pat McCarthy 

State Auditor 

Olympia, WA 

 

October 29, 2020 
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FINANCIAL SECTION 

 

City of Redmond 

January 1, 2019 through December 31, 2019 

 

REQUIRED SUPPLEMENTARY INFORMATION 

Management’s Discussion and Analysis – 2019 

 

BASIC FINANCIAL STATEMENTS 

Statement of Net Position – 2019 

Statement of Activities – 2019 
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Management’s Discussion and Analysis

The management discussion and analysis section of the City of Redmond’s Comprehensive 
Annual Financial Report provides an overview of the City’s financial activities for the year ending 
December 31, 2019. The purpose is to highlight significant financial issues, major financial 
activities and resulting changes in the financial position and economic factors affecting the City.
Readers are encouraged to consider the information presented here in conjunction with the 
information furnished in the letter of transmittal, the City’s financial statements and the 
accompanying notes following the financial information.

Financial Highlights

Backed by a strong economy in 2019, the City continued to focus on its vision of two vibrant urban 
centers and connected neighborhoods as evidenced by the work in the downtown corridor, 
development activities in the Overlake area, construction of the new light rail system in partnership 
with Sound Transit, redevelopment of the Microsoft campus in conjunction with Microsoft and 
maintaining our vibrant and well established neighborhoods.
As shown below, the City continues its legacy of prudent financial management.

The assets and deferred outflows of resources of the City of Redmond exceeded its
liabilities and deferred inflows at fiscal year-end by $1.0 billion (net position), an increase
of $41.8 million or 4.1% over 2018. Of this amount, a majority ($774.4 million) is a net
investment in capital assets. The unrestricted net position totals $153.4 million and may be
used to meet the city’s ongoing obligations to citizens and creditors. In addition, the
restricted net position totals $123.0 million and is earmarked for debt service, capital
projects and special revenue funds.

Net position decreased $4.7 million due to a prior period adjustment. In prior fiscal years
the city reported a total of $2.6 million as part of the City’s Capital Improvement Projects.
In 2019, it was determined that the related Projects would not be owned by the City. In
addition, the city determined that in 2017 and 2018 the Firefighters’ Pension Plan was
misclassified resulting in a prior period adjustment of $2.0 million in 2019.

At December 31, 2019, the City’s governmental activities reported combined ending net
position of $591.4 million, an increase of $24.0 million over 2018. Approximately 7.9% of
this amount ($46.8 million) is available for spending at the City’s discretion (unrestricted
net position).

The City of Redmond’s net investment in capital assets increased by $5.9 million during
the fiscal year. The increase is primarily due to transportation improvements needed to
support light rail, specifically the State Route 520, 40th Street and 51st Street Ramp and
Pedestrian Improvements ($1.7), and a grade separation at 40th street, improving the
environment ($1 million); includes, the rehabilitation of Mackey Creek and restoring sites
around the 95th Street Bridge; and improving non-motorized transportation through safe
routes to school projects and adding bike lanes ($3.4 million); specifically, NE 31st street
improvements, 134th avenue northeast and Redwood Road at 109th street. In addition to
the more significant projects, the City continues encouraging a greener Redmond through
replacement of the heat pumps at the Public Safety Building and LED streetlight
replacements.

Overview of the Financial Statements 

This discussion and analysis is intended to serve as an introduction to the City of Redmond’s 
basic financial statements, which are comprised of three components: 1) government wide
financial statements, 2) fund financial statements and 3) notes to the financial statements. Other 



supplementary information, intended to furnish additional detail to support the basic financial 
statements, is also contained in the report. 

Government-wide Financial Statements 

The government-wide financial statements are designed to provide readers with a broad overview 
of the City of Redmond’s finances, in a manner similar to a private-sector business.
The Statement of Net Position presents financial information on all of the City of Redmond’s 
assets, liabilities, and deferred inflows/outflows of resources, with the difference reported as net 
position. Over time, increases or decreases in net position may serve as a useful indicator of 
whether the financial position of the City of Redmond is improving or deteriorating.
The Statement of Activities presents information designed to show how the City’s net position 
changed during the year. The statement distinguishes revenue generated by specific functions 
from revenue provided by taxes and other sources not related to a specific function. The revenue 
generated by the specific functions (charges for services, grants, and contributions) is compared 
to the expenses for those functions to show the degree to which each function supports itself or 
relies on taxes and other general funding sources for support. All activity on this statement is 
reported on the accrual basis of accounting, requiring that revenues are reported when they are 
earned and expenses are reported when they are incurred, regardless of when cash is received 
or disbursed. Items such as (but not limited to) uncollected taxes, unpaid vendor invoices for 
goods or services received during the year and earned but unused vacation leave are included in 
the statement of activities as revenue and expenses even though no cash has changed hands.
The government-wide financial statements distinguish functions of the City of Redmond that are 
principally supported by taxes and intergovernmental revenues (governmental activities) from 
other functions that are intended to recover all or a significant portion of their costs through user 
fees and charges (business-type activities). The governmental activities of the City of Redmond 
include general government (finance, executive and human resources), security (police and fire), 
economic environment, transportation, and culture and recreation. The City’s business-type 
activities are limited to water/wastewater and stormwater utilities. Governmental activities are 
primarily supported by taxes, charges for services, and grants. Business-type activities are 
primarily self-supporting through user fees and charges. 

Fund Financial Statements 

The annual financial report includes fund financial statements in addition to the government-wide 
financial statements. While the government-wide statements present the City’s finances based 
on the type of activity, general government versus business-type, the fund financial statements 
are presented by fund type such as the general fund, special revenue funds, and proprietary 
funds. A fund is a fiscal and accounting entity with a self-balancing set of accounts used to account 
for specific activities or meet certain objectives. Funds are often set up in accordance with special 
regulations, restrictions or limitations. The City of Redmond, like other state and local 
governments, uses fund accounting to ensure and show compliance with finance-related legal 
requirements. The City’s funds are divided into two categories:  governmental funds and 
proprietary funds.

Governmental funds are used to account for essentially the same functions as are reported 
as governmental activities in the government-wide financial statements. These reports use a 
different “basis of accounting” than that used in government-wide financial statements. The 
governmental fund statements focus on near-term revenues/financial resources and expenditures 
while the government-wide financial statements include both near-term and long-term 
revenues/financial resources and expenses. The information in the governmental fund statements 
can be used to evaluate the City’s near-term financing requirements and immediate fiscal health.
Comparing the governmental fund statements with the government-wide statements can help the 



reader better understand the long-term impact of the City’s current year financing decisions. To 
assist in this comparison, reconciliations between the governmental fund statements and the 
government-wide financial statements are included with the governmental fund Balance Sheet 
and the governmental fund Statement of Revenues, Expenditures, and Changes in Fund 
Balances.
The City of Redmond maintains thirteen individual governmental funds. The City’s two major 
governmental funds – the general fund and the capital investments program fund – are presented 
separately in the governmental fund Balance Sheet and the governmental fund Statement of 
Revenues, Expenditures, and Changes in Fund Balances. The remaining governmental funds are 
combined in this statement into a single column labeled other governmental funds. Individual fund 
data for each of the other governmental funds can be found in combining statements later in this 
report. 
The City maintains budgetary control over its operating funds through the adoption of a biennial 
budget. Budgets are adopted at the fund level for all funds in accordance with state law. All 
budgetary comparison schedules are included following the other governmental funds’ combining 
statements in this report.
Following is a brief analysis of each of the City’s major governmental funds:
The General Fund is the primary operating fund of the City through which all receipts and
payments of ordinary City operations are processed, unless they are required to be accounted for 
in another fund. At the end of 2019, the fund balance of the General Fund was $67.3 million, 
which represents an increase from the prior year of $13.8 million.
General Fund revenues increased by $4.2 million (3.7%) in 2019. The key elements of this 
increase are as follows:

Taxes increased by $3.0 million primarily due to increased sales tax revenue of
$1,710,000. Sales tax sectors that contributed the most to this increase in revenue were
information, electronics and appliances and service sectors. Property tax growth in 2019
was 3.4% or $869,000 this includes the 1% levy increase allowed by law and a rise in new
construction.
Electric, garbage and gas utility taxes decreased by $123,000. Cable and telephone utility
taxes decreased by $36,000.
Intergovernmental revenues increased by $1.7 million due to an increase in state grant
revenue.
License and permits revenue decreased by $1.6 million due to the delay of two large
development projects.

General Fund expenditures increased $5.5 million (5.2%) over 2018, primarily due to an increase 
in capital outlay from a one-time purchase of property to support affordable housing. Other 
expenditure increases include the typical rise in salary and benefits which average roughly 5% to 
6% per year due to negotiated contracts with unions, state retirement costs and medical benefit 
increases.
The Capital Investments Program Fund (CIP Fund) accounts for financial resources to be used 
for the acquisition, construction, and preservation of major capital facilities other than those 
financed by proprietary funds. At the end of 2019, the fund balance of the Capital Investments
Program Fund was $30.9 million, which represents an increase from the prior year of $1,504,000. 

Capital Investment Program Fund revenues decreased by $8.4 million (45.8%) in 2019.
Contributing factors include a decrease of $1.3 million in miscellaneous revenue related
to special assessment revenues, $4.6 million in charges for services (impact fee revenue)
and $2.6 million in intergovernmental grant revenues. These decreases were offset by an
increase in investment income of $159,000.



Capital Investment Program Fund expenditures decreased by $4.5 million (27.0%) in
2019, due to the completion of major capital projects in 2018; including, construction of
Downtown Park and converting the Downtown one-way streets to two-way.
Capital Investments Program Fund net transfers between other funds increased by $4.7
million primarily due to transfers from the CIP Fund to the utility funds for projects funded
by Community Facilities District 2016-1 and between the capital construction funds and
the major maintenance funds in the general fund.

Proprietary funds are used by governments to account for their business-type activities.
Business-type activities provide specific goods or services to a group of customers that are paid 
for by fees charged to those customers. There is a direct relationship between the fees paid and 
the services received.
The City of Redmond has two types of proprietary funds, enterprise funds and internal service 
funds. Enterprise funds are used to account for goods and services provided to citizens and the 
community. Internal service funds are used to account for goods and services provided internally
to various City departments. The same basis of accounting is used for proprietary funds in both 
the government-wide statements and the individual fund statements.
Enterprise funds of the City are used to report the same functions presented as business-type 
activities in the government-wide statements with the fund statements providing more detail than 
is reported in the government-wide statements. The enterprise fund statements provide separate 
information for the City’s water/wastewater utility, an Urban Planned Development (UPD) 
water/wastewater utility outside the City limits, and the City’s stormwater utility.
Internal service funds are an accounting device used to accumulate and allocate costs internally 
among the City’s various functions. The City uses internal service funds to account for its fleet of 
vehicles, insurance premiums and claims, medical self-insurance, worker’s compensation self-
insurance program, and information technology. Internal service fund activities are predominantly 
governmental and have been included in the governmental activities’ columns of the government-
wide Statement of Net Position and Statement of Activities. 

Notes to the financial statements 

The notes to the financial statements provide additional information that is important for a full 
understanding of the data in the government-wide and fund financial statements. The notes are 
located immediately following the basic financial statements.

Other information

In addition to the basic financial statements and accompanying notes, this report also presents 
certain required supplementary information concerning the City’s progress in funding its 
obligation to provide pension benefits, and lifetime medical benefits to uniformed personnel hired 
before October 1, 1977. Required supplementary information may be found immediately following 
the notes to the financial statements.
The combining statements for other governmental funds and internal service funds are presented 
immediately following the required supplementary information.

Government–wide Financial Analysis 

Statement of Net Position 

The Statement of Net Position can serve as a useful indicator of the City’s financial position. The
City of Redmond’s net position at December 31, 2018 and 2019 total $1.0 billion and $1.1 billion
respectively. The City’s overall net position increased $41.8 million (4.1%) from the prior fiscal 



year. The reasons for this overall increase are discussed in the following sections for 
governmental activities and business-type activities.
By far, the largest portion of the City’s net position ($774.4 million; 73.7%) reflects net investment 
in capital assets (e.g., land, buildings, machinery, equipment, vehicles, and infrastructure), less
any related outstanding debt that was used to acquire those assets. The City uses these capital 
assets to provide a variety of services to citizens. Accordingly, these assets are not available for 
future spending. Although investment in capital assets is reported net of related debt, it should be 
noted that the resources used to repay this debt must be provided from other sources, since the 
capital assets themselves cannot be used to liquidate these liabilities. An additional portion of the 
City’s net position ($123.0 million or 11.7%) represents resources that are subject to external 
restrictions on how they may be used. The largest portion of these funds is restricted for capital 
projects ($83.4 million), net pension asset ($21.0 million), and public safety ($6.0 million). The 
remaining balance of $153.4 million (14.6%) is unrestricted and may be used to meet the City’s 
ongoing obligations to its citizens and creditors.
Following is a condensed version of the government-wide Statement of Net Position for 2019 
compared to 2018. 

City of Redmond’s Net Position (in thousands)

Changes in net position 

The change in net position table illustrates the increases or decreases in net position of the City 
resulting from its operating activities. Following is a condensed version of the City’s changes in 
net position. The table shows the revenues, expenses, and related changes in net position in 

2019 2018 2019 2018 2019 2018

Current and other assets $ 198,871 $ 175,345 $ 119,144 $ 107,666 $ 318,015 $ 283,011

Net pension asset 20,959 20,000 - - 20,959 20,000

Capital assets, net of

  accumulated depreciation

Total assets $ 698,418 $ 676,925 $ 488,925 $ 474,355 $ 1,187,343 $ 1,151,280

Deferred outflows:

   Debt refunding 2,865 3,077 - - 2,865 3,077

   Pensions 6,075 4,954 697 579 6,772 5,533

   OPEB 212 186 - - 212 186

Total assets and deferred outflows $ 707,570 $ 685,142 $ 489,622 $ 474,934 $ 1,197,192 $ 1,160,076

Long-term liabilities $ 57,798 $ 62,497 $ 25,386 $ 26,522 $ 83,184 $ 89,019

Net pension liability 11,893 14,934 2,620 3,456 14,513 18,390

OPEB liability 15,274 15,298 - - 15,274 15,298

Other liabilities 17,757 12,884 769 2,116 18,526 15,000

Total liabilities $ 102,722 $ 105,613 $ 28,775 $ 32,094 $ 131,497 $ 137,707

Deferred inflows - Pensions 13,463 12,148 1,536 1,371 14,999 13,519

Total liabilities and deferred inflows $ 116,185 $ 117,761 $ 30,311 $ 33,465 $ 146,496 $ 151,226

Net Position

Net investment in capital assets $ 429,308 $ 427,662 $ 345,048 $ 340,757 $ 774,356 $ 768,419
Restricted 115,240 108,418 7,742 7,742 122,982 116,160

Unrestricted 46,837 31,301 106,521 92,970 153,358 124,271

Total net position $ 591,385 $ 567,381 $ 459,311 $ 441,469 $ 1,050,696 $ 1,008,850

Business-Type Activities Total

366,689478,588 481,580

Governmental Activities

369,781 848,369 848,269



tabular form for the governmental activities separate from the business-type activities for 2019 
and 2018. 

City of Redmond’s Changes in Net Position
 (in thousands) 

Governmental activities 

During the 2019 fiscal year, net position for governmental activities increased $24.0 million
(4.2%), compared to $40.0 million (7.6%) in 2018. Key elements of the increase are as follows:

Total assets and deferred outflows from Governmental activities increased by $22.4
million (3.3%).

- Cash and investments increased $22.3 (15.7%) million from 2018 to 2019.
- Due from other governments decreased $489,217 (10.1%) in 2019 due to grants

received in 2018 for capital projects such as Downtown Park.
- Investment in capital assets decreased by $5.6 million (1.8%), which is consistent

with the City’s plans for investments in infrastructure and technology and includes
assets contributed by developers as a result of the City’s development surge.

- Net pension asset increased $958,407, and deferred outflows for pensions
increased $1.1 million. See Note 7 – Pensions for additional information.

Total liabilities and deferred inflows from Governmental activities decreased by $1.6
(1.3%).

- Debt decreased by $4.8 million due to principal payments on debt previously held
by the City. See Note 11 – Long-Term Obligations for more information.

2019 2018 2019 2018 2019 2018
Revenues:

Program revenues:
Charges for services $ 52,805 $ 53,340 $ 58,618 $ 58,783 $ 111,423 $ 112,123
Operating grants and contributions 5,738 5,282 1,878 5,039 7,616 10,321
Capital grants and contributions          980 3,549 5,339 8,366 6,319 11,915

General revenues:
Property taxes 26,747 25,878 - - 26,747 25,878
Sales taxes 40,698 38,906 - - 40,698 38,906
Other taxes 26,900 26,455 - - 26,900 26,455
Investment interest 4,090 2,621 2,908 1,837 6,998 4,458
Miscellaneous 7,961 11,466 489 1,856 8,450 13,322

Total revenues $ 165,919 $ 167,497 $ 69,232 $ 75,881 $ 235,151 $ 243,378

Expenses:
General government $ 25,889 $ 23,179 $ - $ - $ 25,889 $ 23,179
Security 58,614 50,584 - - 58,614 50,584
Economic environment 12,179 10,415 - - 12,179 10,415
Transportation 20,619 16,006 - - 20,619 16,006
Culture and recreation 15,641 13,136 - - 15,641 13,136
Interest on long term debt 2,263 2,397 - - 2,263 2,397
Water/Wastew ater - - 33,285 36,623 33,285 36,623
UPD Water/Wastew ater - - 6,970 7,018 6,970 7,018
Stormw ater - - 11,463 10,764 11,463 10,764

Total expenses $ 135,205 $ 115,717 $ 51,718 $ 54,405 $ 186,923 $ 170,122

Increase/(Decrease) in net position
Before special item and transfers 30,714 51,780 17,514 21,476 48,228 73,256

Special Item - loss on sale of land (1,733) (1,733) - 
Transfers, internal activities (327) (1,662) 327 1,662 - - 
Increase (decrease in net position) 28,654 50,118 17,841 23,138 46,495 73,256

Net position - beginning 567,381 527,426 441,469 418,332 1,008,850 945,758
    Prior period adjustments (4,649) - - - (4,649) - 
    Changes in accounting principles - GASB 75 (10,164) - - - (10,164)
Net position - ending $ 591,386 $ 567,380 $ 459,310 $ 441,470 $ 1,050,696 $ 1,008,850

Business-Type Activities TotalGovernmental Activities

- - -



- Net pension liability (including total pension liability for the fire fighter pension plan)
decreased by $3.0 million and deferred inflows for pensions increased $1.3 million.
See Note 7 – Pensions for additional information.

- Claims increased $2.2 million and payments due to other governments increase
by $1.9 million.

Total revenue decreased between 2018 and 2019 by $1.9 million or 1.2%.
- Total tax revenues increased by $3.1 million (3.4%) compared to 2018, due to an

increase in sales tax revenue of $1.8 million and an increase in property taxes of
$869,000.

- Program revenues decreased by $2.6 million (4.3%) due to decreased revenue of
$2.6 million related to economic environment and a decrease in grant revenues of
$2.1 million related to capital projects; this was offset by increased revenue of $1.9
million related to security.

- Miscellaneous revenue increased $1.1 million primarily due to higher special
assessments revenues in 2018 as compared to 2019 for Redmond Community
Facilities District 2016-1.

- Total expenses increased by $19.5 million (16.8%), primarily attributable to
increase in general government and security expenditures, investment in capital
outlay to further goals of the City’s Capital Investment Strategy, an increase in
principal debt payments and use of reserves to establish and fund a health
reimbursement arrangement voluntary employees’ beneficiary association for
eligible employees.

The graph that follows compares program revenues to program expenses from the Statement of 
Activities and illustrates the impact of various city functions on net position from operations before 
taxes, for the governmental activities for 2019.

General Fund Budgetary Highlights

The City of Redmond budgets on a biennial basis and in comparing the original budget to the final 
budget for 2019, several changes took place including: 

Recognizing the difference between budgeted and actual beginning fund balances.
Recognizing revenue and expenses related to departmental reorganizations.
Recognizing awarded grant revenue.
Increasing a transfer and related expenditure for a real property purchase.
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Total actual revenues came in over budget by $5.03 million (5%) including fund balances. When 
comparing budget to actuals, some notable differences occurred, including:

Sales and use tax came in $10.1 million or 37% over budgeted levels. The increase is
primarily as a result of sales tax from the construction of significant projects such as light
rail and represents the bulk of the difference between budgeted and actual revenues.
Permit revenue declined slightly from $12.1 million in collections compared to budgeted
levels of $12.3 million primarily due to a slower start of two large development projects.
Interest revenue increased significantly to approximately $1 million, a 113% increase from
budgeted interest revenue of $500,000.
Utility taxes declined slightly from $10.4 million in collections compared to budgeted levels
of $12.3 million primarily due to forecasted telephone taxes coming in lower than
anticipated. The decline in telephone taxes is due to reduced count in landlines. Utility
taxes from electric utilities also decreased due to a major employer purchasing electrical
power through a wholesale distributor which decreased taxable revenues.

Total actual expenditures are below the annual budget by $3.6 million in the General Fund due 
to:

Approximately, $2.6 million of professional services was spent in 2019 on projects such
as the North/South Corridor Study, update urban street design standards. However, some
projects are budgeted over the biennium, so a large part of the costs will occur in 2020.
Outside repairs and maintenance were $463,050 below the budget as some projects had
a slow start including but not limited to tree trimming project and some of these costs may
occur in year 2020.
Overtime salaries were approximately $484,086 over budget due to vacancies in the
public safety departments.
Cost increases were offset by salary savings of $4.17 million as a result of the City’s
policies to budget for full salary and benefits for each position.

Business-type Activities

Business-type activities account for 43.7% of the City’s net position. Business-type activities of 
the City’s utilities increased the City of Redmond’s net position by $17.8 million (4.0%). 
Key elements of this increase are as follows:

Net investment in capital assets increased $4.3 million or 1.3% between 2018 and 2019.
The Water/Wastewater utility showed operating income of $3.7 million in 2019 compared
to $0.55 million in 2018, while the Novelty Hill Water/Wastewater utilities showed an
operating income of $0.4 million compared to $1.0 million in 2018. This is primarily related
to a higher level of development activities as well as the continued build out of the Novelty
Hill infrastructure. When non-operating income and capital contributions are included, the
change in net position is $8.7 million for the Water/Wastewater utility and $1.4 million for
the UPD Water/Wastewater utility.
The Storm water utility showed operating income of $3.6 million in 2019 compared to $3.8
million in 2018, due to slight decreases in both operating revenues and expenses. When
non-operating income and capital contributions are included, the change in net position is
$7.7 million, compared to $11.2 million in 2018. This is primarily due to transfer of excess
fund balance from operations and the growth of depreciation due to investments in
regional stormwater facilities in the Overlake area.

The graph that follows compares program revenues to program expenses from the Statement of 
Activities and illustrates the revenues by source separately for the business-type activities for 
2019: 



City of Redmond’s Capital Assets (net of depreciation) 

The City of Redmond’s investment in capital assets for its governmental and business-type 
activities (not including investment in joint ventures) as of December 31, 2019, amounts to $848.4 
million (net of accumulated depreciation) an increase of $103,000 from 2018. Investment in capital 
assets includes land, art and construction in progress, which are not subject to depreciation. The 
other capital assets, buildings and building improvements, improvements other than buildings, 
machinery and equipment, and infrastructure are subject to depreciation.  
Governmental type capital assets (net of depreciation) totaled $478.6 million in 2019, a decrease
of $3.0 million from 2018. Business-type capital assets (net of depreciation) totaled $369.8 million,
an increase of $3.1 million from 2018. In addition to the effects of depreciation, these increases 
are the result of land acquisitions, improvements to buildings, contributed capital, and construction 
in progress. More information on the City’s Capital Assets can be found in Note 6 – Capital Assets, 
in the notes to the financial statements.

$0 $10,000,000

$20,000,000

$30,000,000

$40,000,000

Water/Wastewater

UPD Water/Wastewater

Stormwater

Expenses and Program Revenues - Business-type Activities

Program Revenues
Expenses

2019 2018 2019 2018 2019 2018
Land & Land Rights 156,461$           157,948$     25,528$      26,814$      181,989$    184,762$    
Intangibles - - 838 838 838 838
Buildings/ Bldg.
  Improvements 62,852 64,803          27,290 28,049 90,142 92,852
Improvements other
  than Buildings 32,826 33,849          295,868 289,332 328,694 323,181
Machinery and
  Equipment 15,233 15,787          866 819 16,099 16,606
Construction in
  Progress 16,119 12,067          19,391 20,836 35,510 32,903
Infrastructure 194,524              196,570        - - 194,524 196,570
Art 573 554 - - 573 554
Total 478,588$           481,578$     369,781$    366,688$    848,369$    848,266$    

(in thousands)

City of Redmond's Capital Assets
(net of depreciation)

Governmental Activities Business-Type Activities Total



City of Redmond’s Outstanding Debt 

At the end of 2019, the City of Redmond had total bonded debt outstanding of $48.5 million. Of 
this amount, $47.4 million is general obligation bonds (City Hall, Bear Creek Parkway,
transportation and parks) and $1.1 million is a Public Works Trust Fund Loan for the 161st NE 
Extension project.

From a historical perspective, in 2013 the City issued $33.1 million in limited tax general obligation 
refunding bonds to advance refund $32.8 million of outstanding 2004 Limited Tax General 
Obligation Lease Revenue Bonds for City Hall and the parking garage. The refunding resulted in 
deferred outflows of $1.5 million. In December 2015, the City issued $9.3 million in limited tax 
general obligation refunding bonds with an interest rate of 3.00% to advance refund $8.9 million
of outstanding 2008 Limited Tax General Obligation Bonds. The refunding resulted in deferred 
outflows of $1.0 million. In January 2016, the City issued $11.6 million in limited tax general 
obligation refunding bonds with an interest rate of 2.0%-5.0% to advance refund $11.7 million of 
outstanding 2008 Limited Tax General Obligation Bonds. The refunding resulted in deferred 
outflows of $1.4 million.

In 2016, the City also issued $6,000,000 in new limited tax general obligation bonds with an 
interest rate of 2.0%-5.0% to provide funds to finance the costs of transportation improvements.

For further details related to the outstanding debt please refer to note 11 – Long-term Obligations, 
in the notes to the financial statements. 

Economic Factors and Next Year’s Budget and Rates
The City of Redmond budget is an important part of Redmond’s Long-Range Financial Strategy 
that encourages a deeper understanding of Redmond’s service commitments to the community 
and a plan to meet those commitments in a sustainable and responsible manner. Such a 
strategy makes it possible to focus on Redmond’s vision to realize the future as a City with two 
vibrant urban centers with connected neighbors and to provide high quality responsive services 
in partnership with an engaged community. Through innovation and efficiencies, Redmond 
continues to provide quality services that meet or exceed the expectations of our community 
members. Strong financial stewardship and quality customer service is a hallmark of Redmond 
city government and is evidenced by the City’s AAA bond rating.

The City’s infrastructure investments reinforce the urban centers, Downtown, Overlake and
Marymoor Village, as the primary growth areas and preserve the character of Redmond’s 
residential neighborhoods. Light rail will be arriving at stations in the Overlake and Downtown 
Urban Centers in 2023 and 2024, respectively, generating additional growth. Also anchored by 
a new light rail station, the new Marymoor Village is further anticipated to add over 1,400 
dwelling units and one million square feet of new office space by 2030.

2019 2018 2019 2018 2019 2018

General obligation bonds 47,420$         51,870$     -$             -$ 47,420$    51,870$    
G.O. bond premiums 3,591 3,896 - - 3,591 3,896
Revenue bonds - -              18,665 19,510 18,665 19,510
Revenue bond issuance premiums - -              2,357 2,519 2,357 2,519
Public Works Trust Fund loans 1,133 1,228 3,711 3,902 4,844 5,130

Total 52,144$         56,994$     24,733$       25,931$       76,877$    82,925$    

Governmental Activities Business-Type Activities Total

City of Redmond's Long-term Debt
(in thousands)



Development of the Downtown urban center is progressing, with thousands of new housing 
units having come online and many hundreds more programmed over the next several years, 
complemented by strategic investments in the new Downtown Park and transportation 
infrastructure that promotes mobility choices. Planning efforts continue to refine design 
standards, zoning district regulations, parking management, and wellhead protection in the 
Downtown.

Overlake is thoughtfully evolving into the envisioned urban center. The redevelopment of the 
Microsoft campus will generate new opportunities and new challenges for the city’s 
infrastructure and services as more than 8,000 new jobs are located in the area. Other large 
projects like Esterra Park, for example, have seen this largely suburban area start to take on a 
more urban feel, replete with needs for large-scale infrastructure investments much like the 
completed regional stormwater vaults and the proposed pedestrian bridge over State Route 
520. These improvements are in addition to major infrastructure investments by other entities,
like Microsoft and Sound Transit.

In 2019, General Fund revenue ended the year over expectations primarily due to the increase in 
sales tax on construction and growth in development review as a result of a more robust economy, 
a development surge in the region and some significant infrastructure projects in the City. 
Departments successfully managed their expenditures, and as a result, General Fund 
expenditures were approximately 3% below the authorized budget (excluding ending fund 
balances). Redmond will continue to make progress on its infrastructure goals by continuing work 
in Downtown, Overlake and SE Redmond related to the light rail stations and pedestrian friendly 
amenities. In conjunction with mobility choices, the City will improve on housing choices by 
partnering with regional and private organizations to create transit oriented housing developments 
that support affordable and workforce housing. Lastly, the City will continue to maintain existing
infrastructure through replacing aging pump stations and force mains, renovating facilities and 
preserving transportation facilities.

As a part of a technologically forward-thinking community, Redmond will invest in replacing 
outdated technology systems through implementation of a new workforce management system 
to allow for the efficient data capture of employee information from hire to retirement, improving 
its existing records management system to effectively manage the responses to the large 
volume of records requests organization wide and make progress toward updating the 
foundational finance enterprise resource planning (ERP). At the same time, the City will 
continue its ongoing efforts toward customer service, process improvement and organizational 
development.

Requests for Information 

This financial report is designed to provide a general overview of the City of Redmond’s finances 
for readers with an interest in the government’s finances. Questions concerning any of the 
information provided in this report, or requests for additional information, may be addressed to 
the Director of Finance, City of Redmond, PO Box 97010, Redmond, WA  98073-9710.

























Firefighters Pension Plan







 



deferred outflows of resources,
not

deferred inflows of resources, 
not



Nonspendable Fund Balance: never
temporarily

Restricted Fund Balance: legally enforceable 
outside parties
Committed Fund Balance:

Assigned Fund Balance:

Unassigned Fund Balance: 

Flow assumption:  

Explanation of aggregated differences between the governmental fund balance sheet and the government-
wide statement of net position 



Explanation of aggregated differences between the governmental fund statement of revenues,  
expenditures, and changes in fund balances and the government-wide statement of activities 



Deposits 

Custodial Credit Risk 

Investments 

Fair Value Measurement and Application

Interest Rate Risk 

Credit Risk 

Concentration of Credit Risk 



Investments in the Local Government Investment Pool (LGIP) 

Investments Measured at Amortized Cost 

Investments Measured at Fair Value 



Investment Type

Quoted Prices 
Active Markets 

for Identical 
Assets       

(Level 1)

Significant 
Other 

Observable 
Inputs 

(Level 2)

Significant 
Unobservable 

Inputs       
(Level 3) Total

Total

Fair Value Measurement Using

Less Than % of Total
Investment Type Fair Value 1 Year 1 to 5 Years Portfolio

Subtotal

Total
Percentage of Total Portfolio

Maturities

Investment Type Fair Value

Total



Gains and Losses on Investments 

Cash & Investments by Statements
 Cash & 

Equivalents* 
Restricted 

Cash

Rate 
Stabilization 

Fund Investments
Restricted 

Investments

Grand Total Cash & Investments by Statements

Cash & Investments by Type 

Grand Total Cash & Investments by Type







Primary Government



BUSINESS-TYPE ACTIVITIES



NOTE 7 
Pension Plans 

Accounting and Financial Reporting for Pensions

Aggregate Pension Amounts – All Plans 

State Sponsored Pension Plans 



PERS Plan 1

PERS Plan 1

PERS Plan 1 
Actual Contribution Rates: Employer Employee* 

Total 12.83% 6.00% 

Total 12.86% 6.00% 

PERS Plan 2/3



PERS Plan 3

PERS Plan 2/3

PERS Plan 2/3 
Actual Contribution Rates: Employer 2/3 Employee 2 

Total 12.83% 7.41% 

Total 12.86% 7.90% 



PSERS Plan 2



PSERS Plan 2 
Actual Contribution Rates: Employer Employee 

Total 12.38% 7.07% 

Total 12.14% 7.20% 

LEOFF Plan 1

LEOFF Plan 1

LEOFF Plan 2



LEOFF Plan 2

LEOFF Plan 2 
Actual Contribution Rates: Employer Employee 

Total 5.43% 8.75% 

Total 8.93% 8.75% 

Total 5.33% 8.59% 

Total 8.77% 8.59% 

Actuarial Assumptions 

2007-2012 Experience 
Study  2017 Economic Experience Study



Inflation:
Salary increases

Investment rate of return:

Discount Rate

Long-Term Expected Rate of Return 

Estimated Rates of Return by Asset Class 



Asset Class Target 
Allocation

% Long-Term 
Expected Real Rate 

of Return 
Arithmetic 

100%

Sensitivity of the Net Pension Liability/(Asset) 

1% Decrease 
(6.4%)

Current
Discount Rate 

(7.4%)
1% Increase 

(8.4%)

Pension Plan Fiduciary Net Position 

Pension Liabilities (Assets), Pension Expense, and Deferred Outflows of Resources and Deferred 
Inflows of Resources Related to Pensions 

Liability (or Asset) 



LEOFF 1 Asset LEOFF 2 Asset 

TOTAL         10,564,587         32,432,248 

Proportionate 
Share 6/30/18 

Proportionate 
Share 6/30/19 

Change in 
Proportion 

Schedules of Employer and Nonemployer Allocations

Pension Expense 

Pension Expense 

TOTAL  $      1,049,672 



Deferred Outflows of Resources and Deferred Inflows of Resources 

PERS 1
Deferred

Outflows of 
Resources

Deferred
Inflows of 
Resources

PERS 2/3
Deferred

Outflows of 
Resources

Deferred
Inflows of 
Resources

PSERS
Deferred

Outflows of 
Resources

Deferred
Inflows of 
Resources



LEOFF 1
Deferred

Outflows of 
Resources

Deferred
Inflows of 
Resources

LEOFF 2
Deferred

Outflows of 
Resources

Deferred
Inflows of 
Resources

Year Ended 
December 31 PERS 1 PERS 2/3 PSERS 2 LEOFF 1 LEOFF 2 

2020
2021
2022
2023
2024

Thereafter 
Total Net Deferred 
(Inflows)/Outflows 



Accounting and Financial Reporting for Pensions and Related Assets That 
Are Not within the Scope of GASB Statement 68

Aggregate Pension Amounts – All Plans 



Investment Policy 

Changes in the Total Pension Liability 

Firefighters' Pension Plan 

Balances at 1/1/2019 

Changes for the year: 

Net changes

Balance at 12/31/2019 



Discount Rate and Investment Earnings 

Sensitivity of the Total Pension Liability to Changes in the Discount Rate 

Actuarial Assumptions 

1% Current 1%
Decrease Discount Increase

(2.2%) Rate (3.2%) (4.2%)



Plan Description 



Funding Policy 

Actuarial Methods and Assumptions 

-

-

Total 29



Healthcare Trend Rates 

Discount Rate 

Changes in Total OPEB Liability 

Total OPEB Liability (TOL)
Total OPEB Liability - Beginning

Net Changes in Total OPEB Liability

Total OPEB Liability - Ending



Sensitivity Analysis of the Total Liability to Changes in the Discount Rate 

Sensitivity Analysis of the Total OPEB Liability to Changes in the Healthcare Cost Trend Rates 

OPEB Expense, Deferred Outflows of Resources, and Deferred Inflows of Resources Related to OPEB

Total





Year Ending Principal Interest
Governmental Activities



Year Ending Principal Interest
Business-type Activities



Governmental Activities:

Business-Type Activities:



Operating Leases: 

High-Technology Sales and Use Tax Deferral Program 



Biotechnology Product and Medical Device Manufacturers Sales and Use Tax Deferral Program 

Redmond Community Facilities District 2014-1 



Redmond Community Facilities District 2016-1

Water Storage and Pumping Facility 

Cascade Water Alliance 



A Regional Coalition for Housing (ARCH)  

Eastside Public Safety Communications Agency (EPSCA) 



:

Hazardous Materials Unit and Response Team (HazMat)   



Community Connectivity Consortium   

North King County Regional Public Safety Communication Agency (NORCOM)  



North Sound Metro SWAT and Crisis Negotiating Team 

Property and Liability Claims Program: 



Medical Self Insurance Program: 



GASB Statement No. 84, Fiduciary Activities -
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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 

 

 

 

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


 

  

 

 

Office of the Washington State Auditor 

Pat McCarthy 
 

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS  

 

October 29, 2020 

Mayor and City Council 

City of Redmond 

Redmond, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of the governmental activities, the business-

type activities, each major fund and the aggregate remaining fund information of the City of Redmond, 

as of and for the year ended December 31, 2019, and the related notes to the financial statements, which 

collectively comprise the City’s basic financial statements as listed in the table of contents.  

 

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 City’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 City’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 

respective financial position of the governmental activities, the business-type activities, each major fund 

and the aggregate remaining fund information of the City of Redmond, as of December 31, 2019, and 

the respective changes in financial position and, where applicable, cash flows thereof 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 20 to the financial statements, in February 2020, a state of emergency was declared 

that could have a negative financial effect on the City. Management’s plans in response to this matter 

are also described in Note 20. 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 and required supplementary information listed in the table of contents 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 City’s basic financial statements as a whole. The combining financial statements and 

schedules are presented for the purposes of additional analysis and are 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 financial statements. 

This information has been subjected to auditing procedures applied in the audit of the basic financial 

statements and certain additional procedures, including comparing and reconciling such information 

directly to the underlying accounting and other records used to prepare the financial statements or to the 

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. 

The Introductory, Capital Assets Used in the Operation of Governmental Funds, and Statistical Sections 

are presented for purposes of additional analysis and is/are not a required part of the basic financial 

statements of the City. 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 will also issue our report dated October 29, 

2020, 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 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 City’s internal control over financial 

reporting and compliance. 

Sincerely, 

 

Pat McCarthy 

State Auditor 

Olympia, WA 



Summary of Uncorrected Items

Description Statement / Schedule Opinion Unit

Expenses were incorrectly classified between Fund 402 and 401. This resulted in an 

overstatement in Fund 402 of $332,732 and an understatement in Fund 401 by the same 

amount. (Classification error between funds)

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

Water/ Wastewater

Expenses were incorrectly classified between Fund 402 and 401. This resulted in an 

overstatement in Fund 402 of $332,732 and an understatement in Fund 401 by the same 

amount.(Classification error between funds)

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

UPD Water/ Wastewater

Baseline Testing - Property Taxes:

The City did not report unavailable revenues - property taxes in the Governmental Funds 

Balance Sheet. The City should have reported $260,190 in deferred property taxes. 

Statement of Net Position Governmental Activities

Baseline Testing - Property Taxes:

The City did not report unavailable revenues - property taxes in the Governmental Funds 

Balance Sheet. The City should have reported $260,190 in deferred property taxes. 

Governmental Funds Balance Sheet General Fund

The City understated cash held with outside agent ARCH by $1,128,705. Statement of Net Position Governmental Activities

The City understated cash held with outside agent ARCH by $1,128,705. Governmental Funds Balance Sheet General Fund

The City misclassified a storm pipe replacement in the general fund rather than the stormwater 

management fund. As a result the stormwater management fund's expenditures were 

understated by $18,700.

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

Stormwater Management

The City misclassified a storm pipe replacement in the general fund rather than the stormwater 

management fund. As a result the general funds expenditures were overstated by $18,700.

Governmental Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

General Fund

To correct the net book value of 3 stormwater assets the City accelerated the depreciation on 

these assets for FY19 only. In subsequent years depreciation will return to the normal 

depreciation amount. Although this methodology will ensure the net book value of the assets is 

correct, FY19 depreciation expense will be overstated. We noted the total overstatement to 

depreciation expense was $305,924.

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

Stormwater Management

Based on testing of governmental activities accumulated depreciation and depreciation expense, 

we noted the following:

• While testing buildings and improvements we noted four assets were disposed of in 2017, but 

was still being depreciated. The City confirmed that the excel rows were hidden and the formula 

was copied in error. As a result the City's depreciation expense was overstated by $44,536.  

• While testing improvements other than buildings we noted the entire amount of an adjustment 

made in 2008 was depreciated in FY19, however per City documentation this should have been 

fully depreciated in 2008. Proper treatment of this correction would have been a prior period 

adjustment. As a result, depreciation expense is understated by $189,327. 

• While testing machinery and equipment we noted 16 assets that the City over depreciated in 

FY19.The City over depreciated the assets in FY19 to align the assets with its correct 

accumulated depreciation balance. Although this methodology does correct the net book value of 

the assets it overstates depreciation expense. We noted depreciation expense was overstated 

by $39,472.

• While testing infrastructure we noted:

o The City over depreciated two assets by one year. As a result depreciation expense was 

overstated by $389,808.

o The City did not depreciation 23 assets in FY19 to correct accumulated depreciation (The city 

began depreciating the assets early.). Proper treatment of this correction would have been a prior 

period adjustment. As a result, depreciation expense is understated by $114,327.

o An adjustment was made to align one asset with its remaining useful life. Proper treatment of 

this correction would have been a prior period adjustment. As a result, depreciation expense is 

understated by $360,121.

o We considered the above errors in aggregate and determine the net impact is an 

understatement of depreciation expense of $84,640.

We then aggregated the total above misstatements and determined depreciation expense was 

overstated by $189,959 for governmental activities.

Statement of Activities Governmental Activities

During testing of equipment's accumulated depreciation, we noted two assets that the City over 

depreciated in FY19. The City accelerated depreciation in FY19 only to align the assets with its 

correct book value. Although this methodology does correct the net book value of the assets it 

overstates depreciation expense. We noted depreciation expense was overstated by $22,704

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

Aggregate Remaining Funds

The City incorrectly reported $1,236,918 of 2020 1st Quarter revenue related to Microsoft 

Refresh MOU to fiscal year 2019. As a result, revenue for Aggregate Remaining Funds-Licenses 

and Permits balance was overstated by $1,236,918. 

Governmental Funds Balance Sheet Aggregate Remaining Funds

The City incorrectly reported $1,236,918 of 2020 1st Quarter revenue related to Microsoft 

Refresh MOU to fiscal year 2019. As a result, revenue for Government Activities - Economic 

Environment balance was overstated by $1,236,918.

Statement of Activities Governmental Activities
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Summary of Uncorrected Items

Description Statement / Schedule Opinion Unit

We determined Water/Wastewater Fund - Maintenance and Operations was understated by 

$149,111 due to misclassification between Water/Wastewater and UPD Water/Wastewater. 

. 

Misclassification was due to the City inadvertently posting entry backwards (reversed debits and 

credits) so the year-end balances were off by twice the journal entry amounts. 

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

Water/ Wastewater

We determined UPS Water/Wastewater Fund - Maintenance and Operations was overstated by 

$149,111 due to misclassification between Water/Wastewater and UPD Water/Wastewater.  

Misclassification was due to the City inadvertently posting entry backwards (reversed debits and 

credits) so the year-end balances were off by twice the journal entry amounts. 

Proprietary Funds Statement of 

Revenues, Expenses, and Changes 

in Fund Net Position 

UPD Water/ Wastewater

In the revised statements, the City misclassified $362,734 related to MEBT. This resulted in 

understatement of Governmental Activities-Cash by $362,734 and overstatement of 

Governmental Activities-Investments by $362,734. 

Statement of Net Position Governmental Activities

In the revised statements, the City misclassified $362,734 related to MEBT. This resulted in 

understatement of General Fund-Cash by $362,734 and overstatement of General Fund-

Investments by $362,734. 

General Fund Governmental Activities

In the reconciliation of operating income to net cash provided by operating activities section of 

the Statement of Cash Flows, the City presented “GASB 68 adjustment”.  Item should be 

presented as Increase (decrease) in pension liability.

Statement of Cash Flows Business-type Activities
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UPDATING LETTER OF REPRESENTATION TO BE TYPED ON CLIENT 

LETTERHEAD 

 

 

January 26, 2021 

 

 

Office of the Washington State Auditor 

3200 Capitol Blvd 

P.O. Box 40031 

Olympia, WA 98504-0031 

 

To the Office of the Washington State Auditor: 

 

We re-affirm the representations made in our previous letter dated October 29, 2020 up to 

the date of this letter, which was provided to you in connection with your audit of City of 

Redmond for the period from January 1, 2019 through December 31, 2019. 

 

We confirm again, to the best of our knowledge and belief, having made appropriate inquiries to 

be able to provide our representations, those representations made to you during your audit and 

included in our previous letter as referred to above. 

 

If we subsequently discover information that would change our representations related to this 

audit, we will notify you in a timely manner. 

 

 

               (Signature)                             (Signature)               

 Angela Birney Malisa Files 

 Mayor Finance Director  



NOTES TO THE PREPARER 

 

An updating letter of representation may be needed when the date of the original representation 

letter does not correspond to the effective date of the auditor’s report.  When providing an updating 

letter of representation to auditors, preparers should review the original representation letter and 

ensure that all representations can still be made. 

 

① The date of the letter should match the date of the reports issued by the auditor.  This date 

should be obtained from the auditor. 

  

② The letter should normally be signed by the same members of management who signed the 

original representation letter. 

 

Any deviation from standard language provided in the template above should be discussed with 

the auditor.  If you need clarification on any point or feel that a previous representation needs to 

be modified or you can no longer make representation, please contact the auditor. 
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