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Management Letter 

 

This letter includes a summary of specific matters that we identified in planning and performing 

our accountability audit of the Everett Public Facilities District from January 1, 2017 through 

December 31, 2017.  We believe our recommendations will assist you in improving the District’s 

internal controls and compliance in these areas. 

We will review the status of these matters during our next audit.  We have already discussed our 

comments with and made suggestions for improvements to District officials and personnel.  If you 

have any further questions, please contact me at (425) 948-7401. 

This letter is intended for the information and use of management and the governing body and is 

not suitable for any other purpose.  However, this letter is a matter of public record and its 

distribution is not limited.   

We would also like to take this opportunity to extend our appreciation to your staff for the 

cooperation and assistance given during the course of the audit. 

Sincerely, 

 

  
Kristina Baylor, Audit Manager 
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Management Letter 

Everett Public Facilities District 

January 1, 2017 through December 31, 2017 

 

 

Financial condition 

The City of Everett created the Everett Public Facilities District in 2001 to operate an arena and 

conference center. In the previous five audits, we communicated financial condition concerns to 

the District in a letter to management. This audit found that the Board dedicated more time to 

monitor and evaluate the District’s financial condition and has taken steps to increase its operating 

revenues. However, some issues from previous audits remain unresolved. Specifically, the 

District’s net position (the difference between assets and liabilities) remains negative and did not 

improve significantly from the prior period. The table below shows the District’s ending net 

position over the past five years: 

 

 2013 2014 2015 2016 2017 

Assets $45,313,689 $44,025,059 $43,607,501 $42,803,042 $41,360,273 

Liabilities $52,723,568 $51,952,231 $51,430,277 $50,278,178 $49,089,894 

Net Position -$7,409,879 -$7,927,172 -$7,822,776 -$7,475,136 -$7,729,621 

 

In addition, we noted the District’s operating margin (the difference between operating revenues 

and expenses – excluding depreciation, a noncash expense) declined in 2017. The table below 

shows the District’s net income over the past five years:  

 

 2013 2014 2015 2016 2017 

Operating Revenues $6,531,179 $6,292,699 $6,971,196 $6,720,860 $6,236,780 

Operating Expenses 

(Excluding Depreciation) 
$6,688,946 $6,345,920 $6,922,201 $6,637,047 $6,624,818 

Operating Margin -2.4% -0.1% 0.1% 1.2%  -6.2% 

 

The District is aware of the concerns regarding its financial condition and has taken the following 

steps to address its financial condition: 

 The District refinanced its Limited Tax Series A Bonds in November 2018. The payment 

schedule was extended from 2026 to 2041. This will save the District about $1 million in 

average bond payments annually. 

 The Board appointed one member to be on site each week to discuss arena operations with 

contracted management. 

 The District continued to analyze its budget and decrease expenses when revenue is below 

expectations. The District adopts an annual budget, but it meets regularly to modify the 

budget to adapt to changing circumstances. 



 The District has made staffing changes when necessary to ensure it has employees with a 

proven track record of booking events. 

 The District negotiated a new agreement with one of its tenants. This agreement requires 

the tenant to provide $500,000 in funding for capital improvements at the District over the 

next five years. 

Without continued financial support from the City of Everett, the District would be unable to 

operate at its current service levels. Further, the District is unable to meet its financial obligations 

without the City’s assistance. 

We recommend the District continue to monitor and evaluate its financial activities closely. In 

addition, we recommend the District strive to operate as a self-sustaining organization. 

General disbursements 

We reviewed general disbursements made by the District and expenses related to issues reported 

in the prior audit over credit cards, employee expense reimbursements, meals with meetings, 

employee recognition and promotional hosting. In 2017, the District’s operating expenses totaled 

$8,084,939. We noted the following issues during our review: 

Credit cards 

The District used a credit card authorization form to request and approve charges to its general 

credit card. However, we noted two instances totaling $164 when an employee made a 

purchase and signed the authorization form on the behalf of their supervisor.  

Employee expense reimbursements 

The District’s business travel and expense policy allowed for the reimbursement of 

transportation, lodging, meals and out-of-pocket expenses incurred during approved 

travel.  Our review of contracted employee travel expense reimbursements found two instances 

when a contracted employee did not provide detailed receipts under District policy. Instead, 

the employee provided bank statements as proof of payment.  Additionally, we noted five 

instances when employees tipped more than the 15 percent suggested amount in the District 

policy. 

In addition, although expense reports were reviewed and approved by employees’ supervisors, 

we noted two instances when the employee submitting the travel approval form approved the 

form. Without an independent person approving the request, the District is at increased risk 

that purchases could be made for unallowable purposes without being detected quickly, if at 

all. 

 

 

 



Meals with meetings 

The District allowed contracted staff to be reimbursed for meals associated when it is in the 

District’s benefit. Because the District’s policy was vague, it was difficult to determine when 

a meal reimbursement is allowable.  

We tested District expense reports and found 24 purchases totaling $445 that did not clearly 

list the meal’s business purpose. Of those 24, 16 purchases totaling $235 did not include a 

detailed receipt.     

Employee recognition 

The District’s Employee Wellness and Recognition policy did not identify allowable and 

unallowable recognition expenses or how these expenses will be approved, purchased, 

safeguarded and monitored. While testing expense reports, we identified one instance when 

the employee approving the expense report for recognition expenses was the employee 

receiving the gift. In addition, we identified three purchases totaling $107 that were made for 

employee going-away gifts; however, District policy did not indicate an employee would be 

recognized for leaving employment. 

General purchases 

Only District department managers can obligate expenses to the District for the purchase of 

goods and services. However, in some instances purchasers were the same individuals 

approving payment for invoices. Without adequate segregation of duties, purchases do not 

receiving proper review to ensure they are supported and made for valid business purposes 

only. During testing, we noted two instances when the department manager was both the 

purchaser and approver. 

Promotional hosting 

The District’s promotional hosting policy does not specify how the District is to evaluate 

whether promotional hosting expenditures met the public benefit, as required by state law 

(RCW 35.57.060). 

During our review of employee expense reports, we identified five promotional hosting 

expense transactions when the form was not used in accordance with District policy. 

Additionally, one of those transactions was approved by the purchaser with no secondary 

approval. 

We continue to recommend the District strengthen its controls over disbursements. 

Specifically, these improvements include but are not limited to, that the District should: 

Establish and implement policies to determine how to: 

 Determine whether employee meals are reimbursable 



 Approve, purchase, safeguard and monitor recognition expenses 

 Evaluate whether promotional hosting expenditures met the public benefit under 

state law 

 Ensure there is adequate segregation of duties between purchasing, receiving and 

approving expenses 

 Maintain adequate documentation to show expenses received prior approval and that 

services paid for were provided, and to support the business purpose of each transaction 

 Ensure the correct procedures are followed for meals with meetings, employee recognition 

and promotional hosting expenses 


