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INDEPENDENT AUDITORS’ REPORT 

Honorable Mayor
Members of the City Council 
City of Santaquin, Utah 

Mayor and Council Members: 

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 Santaquin, as of and for the year ended June 30, 2012, which collectively comprise the 
City of Santaquin’s basic financial statements as listed in the table of contents. These financial 
statements are the responsibility of the City of Santaquin’s management. 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 of material misstatement. An audit includes examining, on a test 
basis, evidence supporting the amounts and disclosures in the financial statements. An audit also 
includes assessing the accounting principles used and significant estimates made by 
management, as well as evaluating the overall financial statement presentation. We believe that 
our audit provides a reasonable basis for our 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 Santaquin, as of June 
30, 2012, and the respective changes in financial position and cash flows, where applicable, for 
the year then ended in conformity with accounting principles generally accepted in the United 
States of America. 

In accordance with Government Auditing Standards, we have also issued a report dated 
December 12, 2012, on our consideration of the City of Santaquin’s internal control over 
financial reporting and on our tests of its compliance with certain provisions of laws, regulations, 
contracts, and grants.  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 internal control over financial reporting or on compliance. That report is an 
integral part of an audit performed in accordance with Government Auditing Standards and 
should be read in conjunction with this report in considering the results of our audit.
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The Management’s Discussion and Analysis beginning on page 5, the budgetary comparison 
information beginning on page 48 and the supplement for the Modified Approach for 
Infrastructure Reporting beginning on page 49 are not a required part of the basic financial 
statements but is supplementary information required by accounting principles generally 
accepted in the United States of America. We have applied certain limited procedures, which 
consisted principally of inquiries of management regarding the methods of measurement and 
presentation of the required supplementary information. However, we did not audit the 
information and express no opinion on it. 

Our audit was conducted for the purpose of forming opinions on the financial statements that 
collectively comprise the City of Santaquin’s basic financial statements. The combining non-
major fund financial statements beginning on page 51, are presented for purposes of additional 
analysis and are not a required part of the basic financial statements.  The combining non-major 
fund financial statements have been subjected to the auditing procedures applied in the audit of 
the basic financial statements and, in our opinion, are fairly stated in all material respects in 
relation to the basic financial statements taken as a whole. 

Larson & Rosenberger, LLP 
December 12, 2012 

�
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�1	1����,���A
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���������	
���	;�
�	
���<�	�	,���/���0	/����������	0�/����	��	���
	
������	���
�	�������1	�����	�	'����-

���/�0	3��,	�3	��+���,���A	"
�	�//�,�������	3����/��0	1����,���1	���1���	�
�	
���	���	��1	/�,������	
����1�	�������1	3��	.
�/
	�
�	
���	�1	/��1������	��	=�	3����/��00�	�//�����=0�A

-'�*�� %�&�����'(�!����!�)��!�)�������"������������

Government-wide Financial Statements

"
�	��+���,���-.���	3����/��0	1����,���1�	/��1�1����	�3	�
�	1����,���	�3	���	�11��1	���	�
�	1����,���	�3	
/
����1	��	���	�11��1	������	��3��,�����	��	�00	�3	�
�	���-3���/����	�/��+����1	�3	�
�	���,���	��+���,���	
���	��1	/�,������	����1A	���	�
�	,�1�	�����	�
�	�33�/�	�3	�����-3���	�/��+���	
�1	=���	��,�+��	3��,	�
�1�	
1����,���1A	Governmental activities�	.
�/
	���,�00�	���	1��������	=�	��7�1	���	�������+���,����0	
��+����1�	���	��������	1�������0�	3��,	business-type activities�	.
�/
	��0�	��	�	1����3�/���	�7����	��	3��1	
���	/
����1	3��	1������A	

"
�	1����,���	�3	�/��+����1	������1	�
�	�7���1�1	�3	�	��+��	3��/����	�331��	=�	������,	��+����1	����/�0�	
/����/���	.��
	�
�	3��/�����0	������,A	#	3��/����	�1	��	�11�,=0�	�3	1�,�0��	�/��+����1	���	,��	��/0���	
�������1	�3	�	3���	��	1�,,���I�	,���	�
��	���	3���	��	/������	�
�	�7���1�1	���	������,	��+����1	
�11�/�����	.��
	�	��1���/�	3��/�����0	�/��+���A	Direct expenses	���	�
�1�	�
��	���	/0���0�	������3��=0�	.��
	�	
1��/�3�/	3��/����	��	1��,���A	������/�	�7���1�1	���	���	�00�/����A	#00	�7���1�1	���	��/0����	��	�
�	
���0�/�=0�	3��/����A	Program revenues	��/0���	;�<	/
����1	��	/�1��,��1	��	���0�/���1	.
�	���/
�1��	�1��	
��	����/�0�	=���3��	3��,	����1�	1��+�/�1�	��	���+�0���	���+����	=�	�	��+��	3��/����	��	1��,���	���	;�<	
�����1	���	/�����=�����1	�
��	���	��1���/���	��	,������	�
�	����������0	��	/�����0	�������,���1	�3	�	
�����/�0��	3��/����	��	1��,���A	"�7�1	���	��
��	���,1	���	������0�	��/0����	�,���	������,	��+����1	���	
��������	��1����	�1	general revenuesA

Fund Financial Statements

��������	3����/��0	1����,���1	���	���+����	3��	��+���,����0	3���1�	�����������	3���1�	���	3���/����	3���1�	
�3	����	�+��	�
���
	�
�	0�����	���	�7/0����	3��,	�
�	��+���,���-.���	3����/��0	1����,���1A	'�>��	
����+����0	��+���,����0	3���1	���	,�>��	����+����0	��������1�	3���1	���	��������	�1	1�������	/�0�,�1	��	
�
�	3���	3����/��0	1����,���1A
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-'	*������&������) ���/�8����� )���� ���������!�)�������"�����������>&�������� �

"
�	3����/��0	1����,���1	�3	�
�	
���	���	��������	��	�//�����/�	.��
	������00�	�//�����	�//�������	
����/��0�1	;(##!<A

"
�	��+���,���-.���	1����,���1	���	��������	�1���	�
�	�/���,�/	��1���/�1	,��1���,���	3�/�1	���	�
�	
�//���0	=�1�1	�3	�//��������	������00�	��/0�����	�
�	��/0�11�3�/�����	�3	�������0	�/��+���	;=��.���	��	.��
��	
3���1<A	?�.�+���	�������0	�0�,�������1	��	���	��/0���	���0���	1��+�/�1	���+����	��	
���	������,���1	��	
���,���1	��	�
�	������0	3���	=�	��
��	3���1	3��	���+�����	��,���1�����+�	���	=�00���	1��+�/�1	3��	1�/
	
3���1A	%��,=��1�,���1	���	��������	�1	����/����1	��	�7���1�1A	!����������	���	���	3���/����	3���	
3����/��0	1����,���1	���	�01�	��������	�1���	�
�1	1�,�	3�/�1	���	=�1�1	�3	�//�������	�0�
���
	�������0	
�/��+���	�1	���	�0�,������	��	�
�1�	1����,���1A	%�+����1	���	��/�����	.
��	������	���	�7���1�1	���	
��/�����	.
��	�	0��=�0���	�1	��/������	������0�11	�3	�
�	��,���	�3	��0����	/�1
	30�.1A	!�������	��7	��+����1	
���	��/����I��	��	�
�	����	3��	.
�/
	�
��	���	0�+���	.
�0�	�����1	���	��/����I��	.
��	�
�	�������	
�0���=�0���	�������,���1	���	,��A

(�+���,����0	3���	3����/��0	1����,���1	���	��������	�1���	�
�	/������	3����/��0	��1���/�1	,��1���,���	
3�/�1	���	�
�	,���3���	�//���0	=�1�1	�3	�//�������A	%�+����1	���	��/����I��	�1	1���	�1	�
��	���	=��
	
,��1���=0�	���	�+��0�=0�A	%�+����1	���	/��1������	��	=�	�+��0�=0�	.
��	�
��	���	/�00�/��=0�	.��
��	�
�	
/������	������	��	1���	�����
	�
����3���	��	���	0��=�0����1	�3	�
�	/������	������A	"
�	
���	/��1����1	
��+����1	��	=�	�+��0�=0�	�3	�
��	���	/�00�/���	.��
��	5�	���1	�3	�
�	���	�3	�
�	/������	3�1/�0	������A	
�7���������1	������00�	���	��/�����	.
��	�	0��=�0���	�1	��/������	�1	�����	�//���0	�//�������A	?�.�+���	
��=�	1��+�/�	�7���������1�	�1	.�00	�1	�7���������1	��0����	��	/�,���1����	�=1��/�1	���	/0��,1	���	
>���,���1�	���	��/�����	��0�	.
��	���,���	�1	���A

!�������	��7�1�	1�0�1	��7�1�	�������+���,����0	��+����1�	���	������1�	�11�/�����	.��
	�
�	/������	3�1/�0	
������	���	�00	/��1������	��	=�	1�1/����=0�	��	�//���0	���	1�	
�+�	=���	��/����I��	�1	��+����1	�3	�
�	
/������	3�1/�0	������A	$�0�	�
�	�������	�3	1��/��0	�11�11,���1�	�3	����	��/��+�=0�	.��
��	�
�	/������	3�1/�0	
������	�1	/��1������	��	=�	1�1/����=0�	��	�//���0	�1	��+����	�3	�
�	/������	������A	#00	��
��	��+����	���,1	
���	/��1������	��	=�	,��1���=0�	���	�+��0�=0�	��0�	.
��	/�1
	�1	��/��+��	=�	�
�	��+���,���A

!����������	3���1	��1������1
	operating	��+����1	���	�7���1�1	3��,	non-operating	���,1A	$��������	
��/�,�	���	�7���1�	��������	��	�����������	3���	3����/��0	1����,���1	��/0���	�
�1�	��+����1	���	
�7���1�1	��0����	��	�
�	���,����	/���������	���������1	�3	�
�	3���A	!���/���0	���������	��+����1	3��	
�����������	3���1	���	/
����1	��	/�1��,��1	3��	1�0�1	��	1��+�/�1A	!���/���0	���������	�7���1�1	���	�
�	/�1�1	
�3	���+�����	����1	��	1��+�/�1�	��/0�����	��,���1�����+�	�7���1�1	���	�����/������	�3	/�����0	�11��1A	$�
��	
��+����1	���	�7���1�1	���	/0�11�3���	�1	���-���������	��	�
�	3����/��0	1����,���1A

Policy regarding use of restricted resources

E
��	3�/��	.��
	�	/
��/��	��	�1	�
�	
���&1	��0�/�	��	�1�	��1���/���	��1���/�1	3��1��	�
��	/�,,�����	���	
�11�����	�,����1	=�3���	1�������	���11�����	�,����1A	%�1���/���	�11��1	���	0��=�0����1	����=0�	3��,	
��1���/���	�11��1	/������	��	������	���	��������	.��
	/������	�11��1	���	/������	0��=�0����1A
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-'�*����!��#>�����!���D &�)��!�

Governmental funds

�+��	��#�&�> &����+��) "" (������D &�� %�&������"�)��!�<�

"
�	general fund �1	�
�	
���&1	���,���	���������	3���A	��	�//����1	3��	�00	3����/��0	��1���/�1	�3	�
�	������0	
��+���,����	�7/���	�
�1�	��������	��	=�	�//������	3��	��	����
��	3���A

"
�	capital projects fund	�1	�1��	��	�//����	3��	�
�	�/���1�����	��	/��1���/����	�3	,�>��	/�����0	3�/�0����1	
�3	�
�	
���	;��
��	�
��	�
�1�	3����/��	=�	�����������	3���1<A

�+��	��#�&�> &����+��) "" (�������� �'��D &�� %�&������"�)��!�<�

"
�	senior citizens fund �1	�1��	��	�//����	3��	�/��+����1	��0�����	��	1�����	/���I��1A

"
�	cheiftain museum fund �1	�1��	��	�//����	3��	�
�	�/��+���	��0�����	��	�
�	,�1��,A

"
�	park impact fees fund �1	�1��	��	�//����	3��	�
�	/�00�/����	���	�1�	�3	���@	�,��/�	3��1A

"
�	public safety impact fees 3���	�1	�1��	��	�//����	3��	�
�	/�00�/����	���	�1�	�3	��=0�/	1�3���	�,��/�	
3��1A

Proprietary funds

�+��	��#	&�> &����+��) "" (������D &���!�� �'��D &�>& >&����&#�)��!�<�

"
�	water fund	�1	�1��	��	�//����	3��	�
�	�/��+����1	�3	�
�	/�0�����	.����	�����/�����	�����,���	���	
��1���=�����A

"
�	sewer fund �1	�1��	��	�//����	3��	�
�	�/��+����1	�3	�
�	1�.��	���������1A

"
�	irrigation fund	�1	�1��	��	�//����	3��	�
�	�/��+����1	�3	�
�	���11���I��	����������	���������1A

-'�*�������/����8�"�����/���!������������ &��,���#

-'�'1. Deposit and Investments 

��+�1�,���1	���	��������	��	3���	+�0��A	 ���1��1	���	��������	��	/�1��	.
�/
	�����7�,���1	3���	+�0��A	
��+�1�,���1	�3	�
�	
���	���	�//����1	��	�
�	���
	!�=0�/	"���1����1	��+�1�,���1	����	�1	.�00	�1	
/����3�/���1	�3	����1��1	���	=���1A	#��������0	��3��,�����	�1	/��������	��	����	�A
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-'�*�������/����8�"�����/���!������������ &��,���#�:� ������!;

-'�'2. Cash and Cash Equivalents

"
�	
���&1	/�1
	���	/�1
	����+�0���1	���	/��1������	��	=�	/�1
	��	
����	��,���	����1��1�	���	1
���-���,	
��+�1�,���1	.��
	�������0	,��������1	�3	�
���	,���
1	��	0�11	3��,	�
�	����	�3	�/���1�����A

-'�'3. Receivables and Payables

#//����1	��/��+�=0�	��
��	�
��	��������	��7�1	���	�������+���,����0	��/��+�=0�1	���	3��,	/�1��,��1	
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-'�'4. Restricted Assets
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-'�'5. Inventories and Prepaid items
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-'�'6. Capital Assets
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-'�'7. Long-term Obligations
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-'�'8. Compensated Absences
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-'�'9. Fund Equity
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-'�'9. Fund Equity (continued)
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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

Honorable Mayor and
Members of the City Council 
Santaquin City, Utah 

We have audited the financial statements of the governmental activities, the business-type 
activities, each major fund, and the aggregate remaining fund information of Santaquin 
City, Utah (City), as of and for the year ended June 30, 2012, which collectively 
comprise the City’s basic financial statements and have issued our report thereon dated 
December 12, 2012. 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. 

Internal Control Over Financial Reporting

In planning and performing our audit, we considered the City’s internal control over 
financial reporting as a basis for designing our auditing procedures 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 over financial reporting. 
Accordingly, we do not express an opinion on the effectiveness of the City’s internal 
control over financial reporting. 

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 entity’s financial 
statements will not be prevented, or detected and corrected on a timely basis. 

Our consideration of internal control over financial reporting was for the limited purpose 
described in the first paragraph of this section and was not designed to identify all 
deficiencies in internal control over financial reporting that might be deficiencies, 
significant deficiencies, or material weaknesses. We did not identify any deficiencies in 
internal control over financial reporting that we consider to be material weaknesses, as 
defined above. However, we identified certain deficiencies in internal control over 
financial reporting, described in the management letter that we consider to be significant 
deficiencies in internal control over financial reporting. A significant deficiency is a 
deficiency, or a combination of deficiencies, in internal control that is less severe than a 
material weakness, yet important enough to merit attention by those charged with 
governance.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City’s financial statements 
are free of 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 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 instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards and which are described in the 
management letter. 

We noted certain matters that we reported to management of the City, in a separate letter 
dated December 12, 2012. 

The City’s responses to the findings identified in our audit are described in the 
management letter. We did not audit the City’s response and, accordingly, we express no 
opinion on it. 

This report is intended solely for the information and use of the Mayor, City Council, 
management, others within the entity, and various Federal and State funding and auditing 
agencies and is not intended to be and should not be used by anyone other than these 
specified parties. 

Larson & Rosenberger, LLP 
December 12, 2012  
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INDEPENDENT AUDITORS’ REPORT ON LEGAL COMPLIANCE IN 
ACCORDANCE WITH THE STATE OF UTAH LEGAL COMPLIANCE AUDIT 

GUIDE 

Honorable Mayor and
City Council Members 
Santaquin City, Utah 

Mayor and Council Members: 

We have audited Santaquin City’s compliance with general and major state program compliance 
requirements described in the State of Utah Legal Compliance Audit Guide for the year ended 
June 30, 2012.  The general compliance requirements applicable to the City are identified as 
follows:

Public Debt 
Cash Management 
Purchasing Requirements 
Budgetary Compliance 
Truth in Taxation and Property Tax Limitations 
Other General Compliance Issues 
Impact Fees and Other Development Fees 
Justice Courts Compliance 
Asset Forfeiture 
Utah Retirement System Compliance 
Uniform Building Code Standards 
Fund Balance 

 The City received the following major State assistance programs from the State of Utah: 

B & C Road Funds (Department of Transportation) 
Liquor Law Enforcement (State Tax Commission) 

Compliance with the requirements referred to above is the responsibility of the City’s 
management. Our responsibility is to express an opinion on compliance with those 
requirements. 
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We conducted our audit in accordance with auditing standards generally accepted in the 
United States of America; the standards applicable to financial audits contained in 
Government Auditing Standards, issued by the Comptroller General of the United States; 
and the State of Utah Legal Compliance Audit Guide.  Those standards require that we 
plan and perform the audit to obtain reasonable assurance about whether noncompliance 
with the compliance requirements referred to above could have a material effect on the 
major assistance programs or general compliance requirements identified above.  An 
audit includes examining, on a test basis, evidence about the City’s compliance with 
those requirements and performing such other procedures as we considered necessary in 
the circumstances.  We believe that our audit provides a reasonable basis for our opinion.  
Our audit does not provide a legal determination of the City’s compliance with those 
requirements. 

In our opinion, Santaquin City complied, in all material respects, with the general 
compliance requirements identified above and the compliance requirements that are 
applicable to each of its major state programs for the year ended June 30, 2012. However, 
the results of our auditing procedures disclosed an other instance of noncompliance with 
those requirements, which are required to be reported in accordance with the State of 
Utah Legal Compliance Audit Guide and which are described in our letter to management 
dated December 12, 2012 as item SC-2012.1. 

Management’s response to the finding identified in our audit is described in the 
accompanying letter to management. We did not audit management’s response and, 
accordingly, we express no opinion on it.  

This report is intended solely for the information and use of the Mayor, City Council, 
management, others within the entity, Office of the Utah State Auditor, and other Federal 
and State funding agencies and is not intended to be and should not be used by anyone 
other than these specified parties. However the report is a matter of public record and its 
distribution is not limited.  

Larson & Rosenberger, LLP 
December 12, 2012 
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December 12, 2012 

The Honorable Mayor and 
Members of the City Council 
City of Santaquin, Utah 

Mayor and Council Members: 

We have audited the financial statements of the governmental activities and the business-type 
activities, of Santaquin City for the year ended June 30, 2012, and have issued our report thereon 
dated December 12, 2012. Professional standards require that we provide you with the following 
information related to our audit. 

Our Responsibility under U.S. Generally Accepted Auditing Standards and Government 
Auditing Standards 

As stated in our engagement letter dated July 3, 2012, our responsibility, as described by 
professional standards, is to express opinions about whether the financial statements prepared by 
management with your oversight are fairly presented, in all material respects, in conformity with 
U.S. generally accepted accounting principles.  Our audit of the financial statements does not relieve 
you or management of your responsibilities. 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies.  In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application. The significant accounting policies used 
by Santaquin City are described in Note 1 to the financial statements. No new accounting policies 
were adopted and the application of existing policies was not changed during year.  We noted no 
transactions entered into by the governmental unit during the year for which there is a lack of 
authoritative guidance or consensus.  There are no significant transactions that have been recognized 
in the financial statements in a different period than when the transaction occurred. 

Accounting estimates are an integral part of the financial statements prepared by management and 
are based on management’s knowledge and experience about past and current events and  
assumptions about future events. Certain accounting estimates are particularly sensitive because of 
their significance to the financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected.  



2

Difficulties Encountered in Performing the Audit 

We encountered no significant difficulties in dealing with management in performing and 
completing our audit. 

Corrected and Uncorrected Misstatements 

Professional standards require us to accumulate all known and likely misstatements identified during 
the audit, other than those that are trivial, and communicate them to the appropriate level of 
management.  Management has corrected all such misstatements.   

Disagreements with Management 

For purposes of this letter, professional standards define a disagreement with management as a 
financial accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that 
could be significant to the financial statements or the auditor’s report. We are pleased to report that 
no such disagreements arose during the course of our audit. 

Management Consultations with Other Independent Accountants 

In some cases, management may decide to consult with other accountants about auditing and 
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation 
involves application of an accounting principle to the governmental unit’s financial statements or a 
determination of the type of auditor’s opinion that may be expressed on those statements, our 
professional standards require the consulting accountant to check with us to determine that the 
consultant has all the relevant facts. To our knowledge, there were no such consultations with other 
accountants.

Issues Discussed Prior to Retention of Auditors 

We generally discuss a variety of matters, including the application of accounting principles and 
auditing standards, with management each year prior to retention as the governmental unit’s 
auditors. However, these discussions occurred in the normal course of our professional relationship 
and our responses were not a condition to our retention. 

This information is intended solely for the use of Santaquin City, management of Santaquin City and 
other various Federal and State funding and auditing agencies and is not intended to be and should 
not be used by anyone other than these specified parties. 

Very truly yours, 

Larson & Rosenberger, LLP 
Certified Public Accountants ��
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SCHEDULE OF FINDINGS 

Internal Control Findings – Current Year 

IC-2012.1 Segregation of Duties – Significant Deficiency 

Finding:
A fundamental element of internal control is the separation of duties so that one individual 
cannot perpetuate and conceal errors and irregularities in the normal course of his/her duties. 
Strong internal controls require the segregation of responsibilities for authorizing 
transactions, physical custody of assets and the related record keeping.  We noted that the 
City lacks proper segregation of duties which results in weaknesses in internal controls

Recommendation:
We recommend that to the extent possible, the City segregate duties to serve as a check and 
balance to maintain the best control system possible.  Due to the limited number of staff at 
the City that would make a complete separation of duties difficult, we also recommend that 
the Mayor and Council provide oversight on the financial operations of the City. 

Client Response: 
The Mayor and all Council Members will, along with the Recorder and Treasurer, review all 
financial matters and promptly investigate anything unusual. 

**Remaining part of page intentionally left blank** 
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State Compliance Findings – Current Year 

SC-2012.1 Transfers or Allocations from Utility Funds 

Finding:
If any utility enterprise fund that has transfers or allocations to other funds that are not 
considered a reasonable allocation of costs, then the City must send a separate notice to the 
utility customers stating the fund from which there is a transfer, the fund receiving the 
transfer, and the amount. The City had such transfers out of the utility funds, but the utility 
customers were not notified appropriately of the transfer.  

Recommendation:
While the City has the ability to transfer monies from the utility funds, we recommend that 
proper notification be given to the utility customers for transfer that are in excess of a 
reasonable allocation of costs.

Client Response:
Management is aware of the requirement to send notification to utility customers, and it was 
the intent of management to send the notices. However, due to an oversight, the notices were 
not mailed to the utility customers. Management will have controls in place to ensure that 
this is not an issue in the future.  
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Status of Internal Control Findings – Prior Year 

IC-2011.1 Segregation of Duties – Significant Deficiency 

Finding:
Proper segregation of duties is a key effective internal control because it can aid in reducing 
the risk of mistakes and inappropriate actions, and can help fight fraud through discouraging 
collusion.  We noted during our audit that the town lacks proper segregation of duties which 
results in weaknesses in internal controls

Recommendation:
We recommend that to the extent possible, the City segregate duties to serve as a check and 
balance to maintain the best control system possible.  Due to the limited number of staff at 
the City we also recommend that the Mayor and Council provide oversight on the financial 
operations of the City. 

Status:
See current year findings 

**Remaining part of page intentionally left blank** 
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Status of State Compliance Findings – Prior Year 

SC-2011.1 Deficit fund balance/net assets 

Finding:
According to Utah Code, appropriations in the final budgets may not be made for any fund 
in excess of the estimated expendable revenues for the budget year. In other words, deficits 
in any fund are illegal. At the end of the fiscal year the Public Safety Impact Fee fund was in 
a deficit position ($124,391). 

Recommendation:
We recommend that the City appropriate necessary transfers or reduction in expenditures in 
the governmental funds to bring them into compliance with Utah State Code. 

Status of finding:
No issues noted in current period 

SC-2011.2 General Fund Balance 

Finding:
Utah Code 10-6-116(4) indicates that only the fund balance in excess of 5% of total revenues 
of the General Fund opinion unit may be utilized for budget purposes. The remaining 5% 
must be maintained as a minimum fund balance. The fund balance of the General Fund 
opinion unit was under the required 5% minimum fund balance required at the end of the 
year.

Recommendation:
It is recommended that the City properly budget less expenditures, or make the appropriate 
transfers in the General fund to increase the fund balance to the appropriate level.

Status of finding: 
No issues noted in current period 

SC-2011.3 Budgetary Compliance 

Finding:
Officers and employees of the City shall not incur expenditures or encumbrances in excess 
of the total appropriation for any department or fund. For municipalities State Law requires 
budget integrity at the following levels; General Fund – each department; Special Revenue- 
each separate activity; all other funds by fund in total. The following departments or funds 
exceeded budget for the fiscal year: General Government ($1,450); Public Safety ($12,026); 
Highways and Public Improvements ($2,509) 
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Recommendation:
It is recommended that Management not incur expenditures in excess of the amounts 
appropriated for each department or fund, or account for those additional expenditures when 
the final budget is adopted. 

Status of finding: 
No issues noted in current period.

SC-2011.4 Impact Fee Report 

Finding:
Each municipality shall present an impact fee report which identifies impact fees funds by 
the year in which they were received, the source from which the funds were collected, the 
capital projects for which the funds were budgeted, and the projected schedule for 
expenditure; in a format developed by the state auditor, certified by their financial officer; 
and transmitted annually to the state auditor. It was noted that this report was not submitted 
to the State Auditor by the City for the year ended June 30, 2010. 

Recommendation:
It is recommended that the City gather the necessary information, compile it in a manner 
appropriate to state requirements, and submit to the State Auditor in a timely manner.  

Status of finding:
No issues noted in current period 

SC-2011.5 Asset Forfeiture Proceeds 

Finding:
Proceeds from the disposition of forfeited property, and forfeited monies collected through 
state forfeitures shall be deposited (with the State) in a restricted account in the general fund 
called the Criminal Forfeiture Restricted Account. The amount deposited shall be reduced by 
the entities direct costs and expenses related to the forfeited assets. The proceeds of the 
assets collected and sold by the City were not deposited in the State restricted fund.

Recommendation:
When assets are seized in the future, the City should submit the proceeds to the State less the 
costs and expenditures of housing and disposing of those assets incurred by the City.

Status of finding:
No issues noted in current period 


