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About Skagit County
(pronounced "skäjet")

Skagit County is located in the northwest portion of Washington State, USA. between Seattle, 

Washington and Vancouver, B.C. Canada. The majestic Cascade Mountains stand to the east, 
overlooking a fertile valley boasting a variety of agricultural crops. Running through the valley is the 
powerful Skagit River flowing westward toward the beautiful San Juan Islands. World famous tulip 
fields blanket the valley in the spring. Flocks of Canadian geese, snow geese and trumpeter swans 
can be seen here in the winter. Bald eagles soar overhead year round and great blue herons stand 

along the shorelines. 
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To the Honorable Board of Commissioners and Citizens of Skagit County: 

We hereby submit the Comprehensive Annual Financial Report (CAFR) of Skagit County for the fiscal year 
ending December 31, 2018 in accordance with the provisions of Chapter 36.22 of the Revised Code of 
Washington. The financial statements are presented in conformity with generally accepted accounting 
principles (GAAP) and audited in accordance with generally accepted auditing standards by the Office of 
the Washington State Auditor. 

The annual report is presented in compliance with the reporting model as required by the Governmental 
Accounting Standards Board (GASB) Statement 34. The report includes government-wide financial 
statements based on full accrual accounting with capital assets, infrastructure and long-term debt reporting. 
The fund financial statements are presented using the modified accrual method. 

GAAP requires that management provide a narrative introduction, overview and analysis to accompany the 
basic financial statements in the form of Management, Discussion and Analysis (MD&A). This letter of 
transmittal is designed to complement the MD&A and should be read in conjunction with it. Skagit County's 
MD&A can be found immediately following the report of the State Auditor. 

This annual report consists of management's representations concerning the finances of the County. 
Consequently, responsibility for the accuracy of the data and the completeness and fairness of the 
presentation, including all disclosures, rests with the management of Skagit County. The County has 
established a comprehensive internal control framework to provide a reasonable basis for making these 
representations. Management of the County has established internal controls that are designed to both 
protect the government's assets from loss, theft or misuse and to compile sufficient reliable information for 
the presentation of the County's financial statements in conformity with GAAP. Because the cost of internal 
controls should not outweigh their benefits, the County's internal controls have been designed to provide 
reasonable assurance that the financial statements will be free from material misstatements. To the best 
of our knowledge and belief, the data presented is accurate in all material respects and disclosures. 

The Comprehensive Annual Financial Report is developed to provide meaningful financial information to 
legislative bodies, creditors, investors and citizens. It is presented in three sections: introductory, financial, 
and statistical. The introductory section includes this transmittal letter and a presentation of the County's 
organizational structure and elected officials. The financial section includes the independent auditor's 
report, the management discussion and analysis, government wide financial statements, fund financial 
statements and combining and individual fund financial statements and schedules. The statistical section 
presents various financial and demographic information generally representing (presented on) multiple 
years. 
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The Office of the Washington State Auditor conducts an annual audit of the financial statements of Skagit 
County as required by state law. The goal of the independent audit is to provide reasonable assurance 
that the financial statements of the County for the financial year ended December 31, 2018, are free from 
material misstatement. The independent audit involved examining, on a test basis, evidence supporting 
the amounts and disclosures in the financial statements and assessing the overall financial statement 
presentation. The auditor concluded, based upon the audit, that there was a reasonable basis for rendering 
an unmodified opinion that Skagit County's financial statements for the fiscal year ended December 31, 
2018 are fairly presented in conformity with GAAP. The independent auditor's report is presented as the 
first component of the financial section of this report. 

The auditor's examination is conducted in accordance with generally accepted auditing standards, 
Government Auditing Standards, issued by the Comptroller of the United States and the provisions of 0MB 
Circular A-133, Audits of State, Local Governments and Non-Profit Organizations. 

The County is required to undergo an annual single audit in conformity with the provisions of the Single 
Audit Act of 1984 and U.S. Office of Management and Budget (0MB) (Circular A-133, Audits of State, Local 
Governments and Non-Profit Organizations). Information related to the single audit act, including the 
schedule of expenditures of federal awards and state/!oca! financial assistance, findings and 
recommendations and auditor's reports on the internal control structure and compliance with applicable 
laws and regulations, will be issued in a separate Single Audit Report. 

Profile of Skagit County 

Skagit County, a first-class county, was incorporated on November 28, 1883, under the Revised Code of 
Washington 36.04.290. The County is governed by a Commissioner form of government; three 
commissioners elected to serve the three census driven equally populated districts of our county. Locally 
elected officials include the County Assessor, Auditor, Clerk, Coroner, Prosecuting Attorney, Sheriff, 
Treasurer, four Superior Court Judges, and two District Court Judges. These elected officials govern the 
County and establish policies on the basis of the County's needs and preferences. The Commissioners 
act as the legislative body and appoint an Administrator. The administrator acts independently but works 
closely with a management team that includes the Budget and Finance Director and the Human Resource 
Director/Risk Manager. Some of the services provided by the county include: Road construction and 
maintenance, solid waste management, planning and development services, parks and recreation, judicial 
administration, law enforcement, public health, social services, general administrative services, passport, 
vehicle and vessel licensing, historic recording and maintenance of all legal land documents, as well as 
election services. 

As required by GAAP, the financial statements present Skagit County, the primary government and its 
discretely presented component unit, Central Valley Ambulance Authority (CVAA). GASB Statement 14 
establishes the standards for defining and reporting on the financial reporting entity and applies to the 
primary government as well as to separately issued financial statements of governmental component units. 
CVAA ceased operations on December 31, 2018. Please refer to Note I in the Notes to the Financial 
Statements section for more specific information regarding the County's component unit. 

Skagit County nestles between Whatcom County to the north and Snohomish County to the south, the 
rnajeslic.; Casc.;c:n.Je Muu11lc:1i11s lo lhe East, straddling the powerful Skagit and Samisl7 rivers to fan out into 
one of the most fertile river deltas as it reaches to the west to the scenic and famed San Juan Islands. From 
the glacier-covered peaks of the Cascade Mountains and the forested uplands, through the fertile farm 
lands to the wild shorelines, Skagit County provides a cherished environment attractive to families and 
individuals seeking to reside in a more rural setting, within commuting distance of urbanized employment. 
Interstate 5 and Hwy 20 intersect within Skagit County providing rapid and convenient transportation. 

Skagit County encompasses a 1,735 square mile land base, of which 156,085 acres are devoted to 
parkland, (national, state and county) and 364,582 acres of National Forest Land. Skagit County remains 
a pristine, beautiful place to live and enjoy the outdoors. The beautiful natural water areas, lakes, streams, 
rivers and saltwater beaches support backpacking, hiking and camping as well as the festivals, tours and 

v



special events continue to attract tourists to the area. Skagit County is known for its festivals, including the 
famous annual Tulip and Daffodil Festivals, Festival of Family Farms, Skagit Eagle Festival, and the 
Anacortes Arts and Crafts Festival drawing tourists from near and far. Other local rural and urban festivals 
and tours also enjoy the success of returning participants and tourists. 

The region provides a rich base for successful businesses, musicians, artists, authors, and commuters; a 
community attractive to weekenders and new populations resulting in steady growth. 

The county is home to approximately 100,000 acres of the most productive and valuable farmland in the 
world. Agriculture remains the number one industry producing upwards of 90 crops, having a global impact 
and a supported future. Our Nation, State of Washington, citizens of Skagit County and Washington State 
University have invested in a world class, state of the art research station in Mount Vernon providing new, 
improved and sustainable sources of food and natural resources production. Skagit County is a major 
producer of cabbage, table beet, and spinach seed, with seven vegetable seed companies marketing 
worldwide. More tulip, daffodil, and iris bulbs are produced in Skagit County than in any county in the United 
States. Skagit County ranks fifth in dairy production and produces 95% of the red potatoes in Washington 
State. Organic acreage in Skagit County is on the increase. More than 6,710 acres of certified organic land 
is in production with a value of $14.2 million - the highest in Western Washington. 

Thousands of trumpeter and whistling swans, snow geese and thousands of mallard and other ducks utilize 
Skagit farmland for food and habitat. Skagit County also hosts one of the highest concentrations of bald 
eagles in North America. 

Financial Policies 

The annual budget for Skagit County serves as a basis for the County's financial planning and control and 
is adopted in accordance with the provisions of the Revised Code of Washington (RCW) Chapter 36.40. 
Each County department and separate funds are required to submit requests for appropriations to the 
County Auditor's Office by the second Monday in August. A compilation of the requests is submitted to the 
Board of County Commissioners by the first Tuesday in September. The Commissioners schedule a budget 
hearing, which must begin between the first Monday in October and the first Monday in December. The 
hearing may be continued from day to day for no more than five days. At the conclusion of the hearing, the 
Commissioners adopt the budget. 

The annual appropriated budget is adopted at the department level within each fund. For management 
purposes, expenditures are further segregated by "object class" of expenditure. Object class refers to a 
segmentation of expenditures into five categories. These categories are salaries and wages, personnel 
benefits, supplies, other services and charges, and capital expenditures. Expenditures may not exceed 
appropriations at the department level and the budgets constitute legal authority for expenditures at that 
level. All appropriations lapse thirty days after the close of each fiscal year. All expenditures incurred prior 
to year-end, but not paid until this thirty-day period are considered expenditures against the budget for the 
prior year and are reported as accounts payable. 

Budget status reports are used to compare the budgeted amounts with actual revenues and expenditures. 
As a management control device, revenues and expenditures can be monitored at fund, department, 
division, activity, project, or object class level. 

Skagit County has established fiscal policies as guidelines for its budgetary process and they are, in part: 

1. The General Fund budget shall be balanced within available revenue sources. A minimum
reserve balance of 12% shall be targeted for the General Fund.

2. The Insurance Services Fund shall be managed to maintain the County's self-insured status.
A minimum reserve balance of 25% shall be maintained for the Fund.

3. Growth in the General Fund, Road Fund and Conservation Futures Fund tax levies shall not
exceed 101 % of the prior year levy plus taxes collected on new construction.
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4. Strategies to reduce and control expenditures and increase revenues and proposed
efficiencies submitted by Elected Officials and Department Heads will be considered during the
budget review process.

5. Departments shall provide budget monitoring reports as requested by the Board of County
Commissioners to assist with projections for current and future years.

6. Internal Service Funds shall be funded at a level to maintain the financial stability of those funds
and to meet required service levels for department programs.

7. Departments that provide services to other agencies shall analyze the costs for providing these
services including direct and indirect overhead to ensure that reimbursement rates for these
services cover all appropriate costs.

8. Opportunities to cooperate with other agencies to provide services should be evaluated and
implemented, where possible, to gain efficiency, decrease expenses and avoid duplication of
services.

The County is self-insured for a wide range of loss exposures including property, liability, health coverage, 
and worker's compensation. The County manages risk through a variety of methods including insurance, 
loss prevention, loss control and comprehensive safety programs. There is a county-wide effort to control 
losses and reduce costs. 

Economic Condition 

Skagit County's economic base includes: agriculture, food processing, lumber and wood products, oil 
refining, tourism, and marine related industries. Included within the marine related industries aro fishing, 
fish processing, ship and boat building and repair. Exports within the agricultural area have continued to be 
strong. 

Local and national economic conditions have a direct impact on the County's revenues and the demand for 
County services. Because of this, the information presented in the financial statements is best understood 
while taking the nation's current economic environment into consideration. 

The County will continue to face challenges in meeting growing demands for services and employee related 
costs in an environment of limited revenues. The County is focused on improving efficiencies and 
effectiveness via innovative solutions that lead to providing the essential infrastructure and services 
prioritized by its citizens. 

Major Initiatives 

In 2012, the Anacortes Ferry Dock Rehabilitation & Guemes Island Ferry Dock Repair project was selected 
by the American Public Works Association (APWA) as one of their Public Works Projects of the Year for 
2012. This was a national competition. The project was mainly funded with a grant from the Department of 
Transportation. 

In 2005, the County entered into an lnterlocal agreement with the city of Mount Vernon to build a new 
arterial roadway, connecting the Anderson Road/I-5 freeway interchange to South Laventure Road. The 
project will provide an alternative route to access the rapidly developing portions of eastern Mount Vernon 
to the surrounding County areas. Funded in part by the County, by the City of Mount Vernon, and by federal, 
state and local grant funding, the project was completed in 2013. 

In 2013, the County entered into an interlocal agreement with the major cities and other partners in the 
County to share the costs of a new jail facility. A sales tax initiative was passed by the voters to help fund 
the facility. 

In 2014, the County created a new enterprise fund called the Jail Fund. This fund issued bonds for the 
planning ;:md constructing a 400 bed regional jail facility. The County purchased the land in 2014 and the 
facility was completed the spring of 2017. 
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In 2014, the County merged with the County's EMS component unit, dissolving the EMS commission and 
absorbing the activities of the legally separate entity. 

In 2018 completion of the Burlington railway overpass replaced the former wooden structure on Old 
Highway 99 at a cost of over $15 million funded by local, state and federal grants. 
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Office of the Washington State Auditor 
Pat McCarthy 

INDEPENDENT AUDITOR’S REPORT ON FINANCIAL STATEMENTS  

June 27, 2019 

Board of Commissioners 
Skagit County 
Mount Vernon, Washington 

REPORT ON THE FINANCIAL STATEMENTS 

We have audited the accompanying financial statements of basic, the governmental activities, the 
business-type activities, the aggregate discretely presented component units, each major fund and the 
aggregate remaining fund information of Skagit County, as of and for the year ended December 31, 
2018, and the related notes to the financial statements, which collectively comprise the County’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 County’s 
preparation and fair presentation of the financial statements in order to design audit procedures that are 
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appropriate in the circumstances, but not for the purpose of expressing an opinion on the effectiveness 
of the County’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. 

Opinion 

In our opinion, the financial statements referred to above present fairly, in all material respects, the 
respective financial position of basic, the governmental activities, the business-type activities, the 
aggregate discretely presented component units, each major fund and the aggregate remaining fund 
information of Skagit County, as of December 31, 2018, and the respective changes in financial position 
and 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 1 to the financial statements, in 2018, the County adopted new accounting 
guidance, Governmental Accounting Standards Board Statement No. 75, Accounting and Financial 

Reporting for Postemployment Benefits Other Than Pensions.  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.
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Supplementary and Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise the County’s basic financial statements.  The individual and combining financial statements 
and schedules and information regarding nonmajor enterprise, internal service and agency funds are 
presented for the purposes of additional analysis and is 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. 

Our audit was conducted for the sole purpose of forming opinions on the financial statements that 
collectively comprise the County’s basic financial statements as a whole.  The Introductory, Statistical, 
and the Schedule of State and Local Financial Assistance within the Compliance Section are presented 
for purposes of additional analysis and is not a required part of the basic financial statements of the 
County.  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 June 27, 2019, 
on our consideration of the County’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.  That report will be issued under separate cover in the County’s Single Audit Report.  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 County’s internal control over financial 
reporting and compliance. 

Sincerely, 

Pat McCarthy 

State Auditor 

Olympia, WA 
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SKAGIT COUNTY, WASHINGTON 

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

For the year ended December 31, 2018 

 
 
NOTE 1 – BASIS OF ACCOUNTING 

This schedule is prepared on the same basis of accounting as Skagit County’s financial statements. 
Skagit County, in compliance with generally accepted accounting practices, uses modified accrual 
accounting for government funds and accrual accounting for proprietary funds. 
 
 

NOTE 2 – PROGRAM COSTS 
The amounts shown as current year expenditures represent only the federal grant portion of the 
program costs.  Entire program costs, including Skagit County’s portion, are more than shown. Such 
expenditures are recognized following, as applicable, either the cost principles in the OMB Circular A-
87, Cost Principles for State, Local, and Indian Tribal Governments, or the cost principles contained in 
Title 2 U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost 
Principles, and Audit Requirements for Federal Awards, wherein certain types of expenditures are not 
allowable or are limited as to reimbursement. 
 

 
NOTE 5 – NONCASH AWARDS - VOUCHERS 

The amount of vouchers reported on the schedule is the value of food vouchers received by 
Skagit County during 2018 and priced as prescribed by the Department of Agriculture. 

 
 
NOTE 7 – INDIRECT COST RATE  

Skagit County has not elected to use the 10-percent de minimis indirect cost rate allowed under 
Uniform Guidance. 
 
The amount expended includes a percentage claimed as an indirect cost recovery using an approved 
indirect cost rate.  These rates are as shown below: 
 

(a) 2%, (b) 5%, (c) 8%  (d) 10%, (e) 18.93%, (f) 23.62%, (g) 25% 
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