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MESSAGE T0 OUR CUSTOMERS

The financial performance presented in this document is a direct reflection of
the hard work of Franklin PUD employees. In 2023, due to their dedication to
fulfill our mission and keep rates as low and stable as possible, Franklin PUD
successfully completed the smart meter deployment and began constructing
a new substation without implementing any rate action for our customers.

The actions of our Board of Commissioners, myself, and staff are driven by four
GENERAL MANAGER / CHIEF simple Guiding Principles: ensure safety is first in all we do, maintain low and
EXEGUTIVE OFFICER stable rates, sustain high systems reliability, and continue to develop strong
and supportive relationships with our customers and community partners.

We were able to navigate the increasing pressures from legislative mandates, supply chain issues,
extraordinary inflationary costs in materials and supplies and the continued load growth in our service
territory. All this in addition to the lingering aftermath of the 2020 pandemic experienced a few years ago.
Through creative thinking and our drive to continuously be better, 2023 marked six years without any rate
action for our customers. We recognize that our customers put a tremendous amount of trust in us to
continue to provide highly reliable electric service and do everything we can to keep electric service rates as
low and stable as possible without compromising the integrity and reliability of our electric system, and the
level of service we provide.

As with every year, we will reflect on the accomplishments we had and where we may have fallen short. We
will look for ways we can be better. We know that every action taken has an impact to the customers we
serve and will continue to be innovative problem solvers.
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PUBLIC UTILITY DISTRICT #1 OF FRANKLIN COUNTY
1411 W. Clark Street | Pasco, WA 99301

(509) 547-5591 or (800) 638-7701
www.franklinpud.com

For information about the contents of this annual report, please contact:
Katrina Fulton

Finance & Customer Service Director

kfulton@franklinpud.com
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In 2023, Franklin PUD served customers through Pasco Connell,
Kahlotus and other surrounding areas within Franklin County, WA.
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TOP 10 CUSTOMERS INFORMATION

Commercial Customer & Industry
Commercial Customer 1- Food Processing
Commercial Customer 2 - Food Processing
Commercial Customer 3 - Food Processing
Commercial Customer 4 - Education
Commercial Customer 5 - City Government
Commercial Customer 6 - Agriculture
Commercial Customer 7 - Agriculture
Commercial Customer 8 - Food Processing
Commercial Customer 9 - Food Processing

Commercial Customer 10 - Corrections Facility

Total All Ratepayers

kWh
114,693,060
33,609,440
30,138,778
27,993,800
27,568,278
25,486,807
25,373,194
20,535,480
14,853,120
12,603,120

332,855,077
1,105,541,410

% of Total
kWh

10.4%
3.0%
27%
2.5%
2.5%
2.3%
2.3%

1.9%

1.3%
11%

30.1%

Retail Sales
$7,136,376
2,278,618
1,945,720
2,013,645
1,844,709
1,580,862
1,706,807
1,326,194
980,697
771,614

$21,585,242
$87,669,531

% of Total Retail
Electric Sales

8.1%
2.6%
22%
2.3%
21%
1.8%
1.9%
1.5%
11%
0.9%

24.6%



INDEPENDENT AUDITOR’S REPORT

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

Public Utility District No. 1 of Franklin County
January 1, 2022 through December 31, 2023

Board of Commissioners
Public Utility District No. 1 of Franklin County
Pasco, 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
Public Utility District No. 1 of Franklin County, as of and for the years ended December 31, 2023
and 2022, and the related notes to the financial statements, which collectively comprise the
District’s basic financial statements, and have issued our report thereon dated July 3, 2024.

REPORT ON INTERNAL CONTROL OVER FINANCIAL
REPORTING

In planning and performing our audits of the financial statements, we considered the District’s
internal control over financial reporting (internal control) as a basis for designing 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 District’s
internal control. Accordingly, we do not express an opinion on the effectiveness of the District’s
internal control.

A deficiency in internal control exists when the design or operation of a control does not allow
management or employees, in the normal course of performing their assigned functions, to prevent,
or detect and correct, misstatements on a timely basis. A material weakness is a deficiency, or a
combination of deficiencies, in internal control such that there is a reasonable possibility that a
material misstatement of the District’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 above 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.

REPORT ON COMPLIANCE AND OTHER MATTERS

As part of obtaining reasonable assurance about whether the District’s financial statements are free
from material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts and grant agreements, noncompliance with which could have a direct and
material effect on the financial statements. However, providing an opinion on compliance with
those provisions was not an objective of our audit, and accordingly, we do not express such an
opinion.

The results of our tests disclosed no instances of noncompliance or other matters that are required
to be reported under Government Auditing Standards.

PURPOSE OF THIS REPORT

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
District’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 District’s internal control
and compliance. Accordingly, this communication is not suitable for any other purpose. However,
this report is a matter of public record and its distribution is not limited. It also serves to
disseminate information to the public as a reporting tool to help citizens assess government
operations.

Pat McCarthy, State Auditor
Olympia, WA
July 3, 2024



INDEPENDENT AUDITOR’S REPORT

Report on the Audit of the Financial Statements

Public Utility District No. 1 of Franklin County
January 1, 2022 through December 31, 2023

Board of Commissioners
Public Utility District No. 1 of Franklin County
Pasco, Washington

REPORT ON THE AUDIT OF THE FINANCIAL STATEMENTS
Opinions

We have audited the accompanying financial statements of Public Utility District No. 1 of Franklin
County, as of and for the years ended December 31, 2023 and 2022, and the related notes to the
financial statements, which collectively comprise the District’s basic financial statements as listed
in the financial section of our report.

In our opinion, the accompanying financial statements referred to above present fairly, in all
material respects, the financial position of Public Utility District No. 1 of Franklin County, as of
December 31, 2023 and 2022, and the changes in financial position and cash flows thereof for the
years then ended in accordance with accounting principles generally accepted in the United States
of America.

Basis for Opinions

We conducted our audit in accordance with auditing standards generally accepted in the United
States of America (GAAS) and the standards applicable to financial audits contained in
Government Auditing Standards, issued by the Comptroller General of the United States. Our
responsibilities under those standards are further described in the Auditor’s Responsibilities for
the Audit of the Financial Statements section of our report. We are required to be independent of
the District and to meet our other ethical responsibilities, in accordance with the relevant ethical
requirements relating to our audit. We believe that the audit evidence we have obtained is sufficient
and appropriate to provide a basis for our audit opinions.

Responsibilities of Management 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, and
for 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.

In preparing the financial statements, management is required to evaluate whether there are
conditions or events, considered in the aggregate, that raise substantial doubt about the District’s
ability to continue as a going concern for twelve months beyond the financial statement date,
including any currently known information that may raise substantial doubt shortly thereafter.

Auditor’s Responsibilities for the Audit of the Financial Statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole
are free from material misstatement, whether due to fraud or error, and to issue an auditor’s report
that includes our opinions. Reasonable assurance is a high level of assurance but is not absolute
assurance and therefore is not a guarantee that an audit conducted in accordance with GAAS and
Government Auditing Standards will always detect a material misstatement when it exists. The
risk of not detecting a material misstatement resulting from fraud is higher than for one resulting
from error, as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or
the override of internal control. Misstatements are considered material if there is a substantial
likelihood that, individually or in the aggregate, they would influence the judgment made by a
reasonable user based on the financial statements.

Performing an audit in accordance with GAAS and Government Auditing Standards includes the
following responsibilities:

« Exercise professional judgment and maintain professional skepticism throughout the audit;

o Identify and assess the risks of material misstatement of the financial statements, whether
due to fraud or error, and design and perform audit procedures responsive to those risks.
Such procedures include examining, on a test basis, evidence regarding the amounts and
disclosures in the financial statements;

o Obtain an understanding of internal control relevant to the audit 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 District’s internal control. Accordingly, no such
opinion is expressed;

o Evaluate the appropriateness of accounting policies used and the reasonableness of
significant accounting estimates made by management, as well as evaluate the overall
presentation of the financial statements;

e Conclude whether, in our judgment, there are conditions or events, considered in the
aggregate, that raise substantial doubt about the District’s ability to continue as a going
concern for a reasonable period of time; and

e Communicate with those charged with governance regarding, among other matters, the
planned scope and timing of the audit, significant audit findings, and certain internal
control-related matters that we identified during the audit.



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
financial section of our report be presented to supplement the basic financial statements. Such
information is the responsibility of management and, 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.

OTHER REPORTING REQUIRED BY GOVERNMENT AUDITING
STANDARDS

In accordance with Government Auditing Standards, we have also issued our report dated July 3,
2024 on our consideration of the District’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 the effectiveness of the District’s 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 District’s internal control over financial reporting and
compliance.

Pat McCarthy, State Auditor
Olympia, WA
July 3, 2024



FINANCIAL SECTION

Public Utility District No. 1 of Franklin County
January 1, 2022 through December 31, 2023

REQUIRED SUPPLEMENTARY INFORMATION
Management’s Discussion and Analysis — 2023 and 2022

BASIC FINANCIAL STATEMENTS

Statement of Net Position — 2023 and 2022

Statement of Revenues, Expenses and Changes in Net Position — 2023 and 2022
Statement of Cash Flows — 2023 and 2022

Notes to Financial Statements — 2023 and 2022

REQUIRED SUPPLEMENTARY INFORMATION

Schedule of Proportionate Share of Net Pension Liability — PERS 1, PERS 2/3 — 2023
and 2022
Schedule of Employer Contributions — PERS 1, PERS 2/3 — 2023 and 2022
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Wholesale Power Receiwable
Motes Feceivable, Cument Porion
Imeniories
Prepaym ents
Derivaiwe Asset (Note 1)
Other Current Assets

Tofal Current Assets

Noncurrent Assets
Imvestm ents - Unrestricted
Investm enis - Restricted
Restricted Debt Senice Resene Fund (MNoke 2)
Motes Feceivable (Mote 4)
Net Pension Asset (Note 7)
Utility Flant (Note 3)
Land

Mnmd i D am -~

1226774
654,845
0422542
432 301

2 627,059
31,375
58,394,077

15,053,578
9233578
2,163,204
2 895,155
2918573

1,242 355

ML AT ACTY
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AL TS TSI Fdyd e
Other Credits and Liabilifes (Note 6)
Revenus Bonds, Current Porion (Note 5)
Derivafe Liability (Note 1)

Total Current Liabiliies

Noncurrent Liabilities
Outstanding Rewenus Bonds (Mote 5)
Net Pension Liability (Note 7)
Other Credits and Liabilifes (Mote 6)
Total Noncurrent Liabilities

TOTAL LIABILITIES

DEFERRED INFLOWSOF RESOURCES
Accumulaiedincreasein fair walue of hedging dedvatives

DO, D09
9,179,528
2 825000
2 657,454

31,464,336

58,083,576
1250 543
1,845,912

62,089,031

93,553 367

2,527,059

19



OPERATING EXPENSES
Power Supply (Note 9)
System Operations and Maintenance
Broadband Operations and Maintenz
Customer Accounting and Informatiol
Administrative and General Expense
Taxes
Depreciation and Amortization of Intal
TOTAL OPERATING EXPENSES

OPERATING INCOME

NONOPERATING REVENUES AND E
Interest Income
Bond Interest, Debt Premium/Discour
Federal and State Grant Revenue (Nt
Federal and State Grant Expense (Nt
Other Nonoperating Revenue (Expen
TOTAL NONOPERATING REVENUE

INCOME (LOSS) BEFORE CAPITAL
ITEM

CAPITAL CONTRIBUTIONS
SPECIAL ITEM (Note 13)

CHANGE IN NET POSITION

NET POSITION, BEGINNING OF YE/
NET POSITION, END OF YEAR

Thao arrAnmnanvuing nntac ara an intacr

826,769
(2,061,562)
347,302
(51,079)
78,502
(860,068)

7,694,137

6,905,409
(290,266)
14,309,280
41,574,916
55,884,196
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CASHFLOWS FROM NONCAPITAL FIN/
Grant Rewenue
Grant Expenss

Special ltem - Returned Unspent Grant Fu
NET CASH PROVIDED BY NONCAPITAL

CASH FLOWS FROM CAPITAL AND REL
Acquisiion and Construction of Capital As
Interest Paid on Long-T erm Debt
Prancipal Paid on Long-Term Debt
Contnbutionsin Ad of Constructon
Release of Debt Seruce Resere
Grant Revenue
Proceeds from Disposal of Plant

NET CASH (USED)BY CAPITAL AND RE|

2022
$113,371,800

(83,084,957)
(8,525,106)
(5,463,096)

55

16,198,696

31,345
(51,079)

(16,200,844)
(2,163,175)
(1,935,000)
5 439 331
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Miscellaneous Cther Disbursements
Pension Expense (Credif)
(Increase) Decrease in Receivables
(Increase) Decrease in Plant Suppliss
(Increase) Decreass in Prepaid Exper
(Increase) Decrease in Cther fssets
([Decrease) Increass in Payables
(Decrease) Increass in Other Credits
NET CASH PROVIDED BY OPERATINC

NONCASH INVESTING, CAPITAL AND
Dunng 2023 and 2022 the Disirict receiv

Accumulated increases and decreasesin
2023 or 2022 For accumulated increas:
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ABOUT THE STATE AUDITOR’S OFFICE

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

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

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

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

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

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

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

Stay connected at sao.wa.gov Other ways to stay in touch
e Find your audit team e Main telephone:
e Request public records (564) 999-0950
e Search BARS Manuals (GAAP and N )

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

and on-demand videos

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

e Explore public financial data
with the Financial Intelligence Tool

e Email:
webmaster@sao.wa.qov
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http://www.sao.wa.gov/
https://sao.wa.gov/about-audits/find-your-audit-team/
https://sao.wa.gov/about-public-records/
https://sao.wa.gov/bars-annual-filing/bars-gaap-manual/
https://sao.wa.gov/bars-annual-filing/bars-cash-manual/
https://sao.wa.gov/bars-annual-filing/bars-reporting-templates/
https://sao.wa.gov/bars-annual-filing/filing-training-and-workshops/
https://sao.wa.gov/improving-government/improvement-training-videos/
https://sao.wa.gov/reports-data/explore-governments-that-serve-you/
https://portal.sao.wa.gov/FIT/
mailto:webmaster@sao.wa.gov

