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Independent Auditors’ Report 

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

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 Santaquin City, Utah (City) 
as of and for the year ended June 30, 2013, 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 entity’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 entity’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 Santaquin City, Utah, as of June 30, 2013, 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. 
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Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that the management’s 
discussion and analysis, budgetary comparison information, and the supplement on the Modified 
Approach for Infrastructure Reporting on pages 3-11, and 43-47 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. 

Other Information 

Our audit was conducted for the purpose of forming opinions on the financial statements that collectively 
comprise Santaquin City’s basic financial statements. The combining and individual nonmajor fund 
financial statements are presented for purposes of additional analysis and are not a required part of the 
basic financial statements. The schedule of expenditures of federal awards is presented for purposes of 
additional analysis as required by U.S. Office of Management and Budget Circular A-133, Audits of 
States, Local Governments, and Non-Profit Organizations, and is also not a required part of the basic 
financial statements. 

The combining and individual nonmajor fund financial statements and the schedule of expenditures of 
federal awards are the responsibility of management and were derived from and relate directly to the 
underlying accounting and other records used to prepare the basic financial statements. Such information 
has been subjected to the 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 basic financial statements or to the basic 
financial statements themselves, and other additional procedures in accordance with auditing standards 
generally accepted in the United States of America. In our opinion, the combining and individual nonmajor 
fund financial statements and the schedule of expenditures of federal awards are fairly stated in all 
material respects in relation to the basic financial statements as a whole. 

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated December 31, 
2013, 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 Santaquin City’s internal control over 
financial reporting and compliance. 

Larson & Company, PC 

Spanish Fork, Utah 
December 31, 2013 
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Santaquin City 
MODIFIED APPROACH FOR INFRASTRUCTURE REPORTING 

June 30, 2013
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As allowed by GASB 34, Santaquin City has adopted an alternative to reporting depreciation on roads 
(infrastructure assets) maintained by the Public Works Department.  Under the modified approach, 
infrastructure assets are not depreciated and maintenance and preservation costs are expensed.   
Infrastructure assets that are part of a network are not required to be depreciated as long as the following 
requirements are met: 

The assets will be managed using an asset management system 
Document that the eligible infrastructure assets are being preserved approximately at (or above) 
the condition level as disclosed below 

The asset management system will provide: 
An up-to-date inventory of eligible infrastructure assets 
Perform condition assessments of the eligible infrastructure assets and summarize the results 
using a measurement scale at least every three years 
Estimate yearly the annual amount of funds needed to maintain and preserve the eligible 
infrastructure assets at the condition level established 
The results of the three most recent complete condition assessments provide reasonable assurance 
that the eligible infrastructure assets are being preserved at the disclosed level 
All expenditures, except for additions and improvements, made for the eligible infrastructure 
assets will be expensed in the period incurred  
Additions and improvements to the eligible infrastructure assets will be capitalized, as they 
increase the capacity or efficiency of the asset rather than preserve the useful life of the asset 

Roads

Santaquin City will utilize the Pavement Management System to determine the condition of the city 
roads.  The assessment is based on the Ride Index, which is a measurement of ride quality on a scale of 1-
5, with 5 representing new or nearly new pavement. 

Category Range Description 
Good 3.55 – 4.34 Pavements, which provide an 

adequate, ride, and exhibit few, if 
any, visible signs of distress. 

Fair 2.75 – 3.54 Surface defects in this category 
such as cracking, rutting, and 
raveling are affecting the ride.

Poor 1.85 – 2.74 These roadways have deteriorated 
to such an extent that they are in 
need of resurfacing and the ride is 
noticeably rough. 

Very Poor 1.00 – 1.84 Pavements in this category are 
severely deteriorated, and the ride 
quality must be improved. 



Santaquin City 
MODIFIED APPROACH FOR INFRASTRUCTURE REPORTING 

June 30, 2013

47

Condition Level 

Santaquin City’s condition level policy is to maintain 60% of the roads with a rating of “fair” or better 
and no more than 20% with a rating of “poor-very poor.”  All city roads are chip sealed on a rotating 
basis, with all new city streets done in a given year, and the rotation started every four to five years.  The 
whole city had roads chip sealed between the years 2000 and current.  

Complete assessments of the roads are performed on a fiscal year basis.  The following chart shows the 
results of the pavement ratings for the last five years: 

Rating 2013 2012 2011 2010 2009 
Fair or Better 70% 65% 65% 80% 80% 
Poor - Very Poor 30% 35% 35% 20% 20% 

The following table shows the estimated amounts needed to maintain and preserve the roads at or above 
the established condition levels addressed above, and the amounts actually spent for each of the last five 
fiscal years. 

Fiscal Year Estimated Spending Actual Spending 
2013 491,000 490,799 
2012 462,765 462,130 
2011 421,244 407,525 
2010 438,205 437,444 
2009 341,992 343,693 
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Independent Auditors’ 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 
Members of the City Council 
City of Santaquin, Utah 

We have audited, in accordance with the 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 Santaquin, Utah (herein referred to as the “City”), as of and for the year ended June 30, 2013, 
and the related notes to the financial statements, which collectively comprise the City’s basic financial 
statements and have issued our report thereon dated December 31, 2013. 

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 material 
misstatement of the entity’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. However, material weaknesses may exist 
that have not been identified. We did identify certain deficiencies in internal control, described in a 
separate management letter that we consider to be significant deficiencies. See finding IC-2013.1. 

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 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 no instances of noncompliance or other matters that are required to be 
reported under Government Auditing Standards.
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The City’s Response to Findings 

The City’s response to the findings identified in our audit is described in the accompanying management 
letter. 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 it. 

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 entity’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 entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose. 

Larson & Company, PC 

Spanish Fork, Utah 
December 31, 2013 
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Independent Auditor’s Report On Compliance  
and on Internal Controls Over Compliance  

in Accordance with the State of Utah Legal Compliance Audit Guide 

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

REPORT ON COMPLIANCE 

We have audited the City of Santaquin, Utah’s (herein referred to as the “City”) compliance with the 
general and major state program compliance requirements described in the State of Utah Legal 
Compliance Audit Guide for the year ended June 30, 2013 

The general compliance requirements applicable to the City are identified as follows: 

Cash Management 
Budgetary Compliance 
Fund Balance 
Justice Court Compliance 
Impact Fees 
Utah Retirement Systems 
Transfers from Utility Enterprise Funds 
Government Records Access Management Act 
Conflicts of Interest 
Nepotism 
Utah Public Finance Website 
Open and Public Meetings Act 

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

 B&C Road Funds 
 Liquor Fund Allotment 

Management’s Responsibility 

Compliance with the requirements referred to above is the responsibility of the City’s management. 

Auditor’s Responsibility 

Our responsibility is to express an opinion on the City’s compliance based on our audit. 

We conducted our audit of compliance 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 and the State of Utah Legal Compliance Audit Guide require 
that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the 
compliance requirements referred to above that could have a material effect on the City and its major 
programs occurred. 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.  
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Opinion

In our opinion, the City of Santaquin, 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, 2013. 

Other Matters 

The results of our auditing procedures disclosed an instance of noncompliance, which is required to be 
reported in accordance with the State of Utah Legal Compliance Audit Guide and which is described in 
the accompanying management letter as item SC-2013.1. 

REPORT ON INTERNAL CONTROL OVER COMPLIANCE 

Management of the City is responsible for establishing and maintaining effective internal control over 
compliance with the compliance requirements referred to above. In planning and performing our audit, we 
considered the City’s internal control over compliance to determine the auditing procedures for the 
purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the 
effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the 
effectiveness of the City’s internal control over compliance. 

A deficiency in internal control over compliance 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, noncompliance on a timely basis. A material weakness in internal control over 
compliance is a deficiency, or combination of deficiencies in internal control over compliance, such that 
there is a reasonable possibility that material noncompliance with a compliance requirement will not be 
prevented, or detected and corrected, on a timely basis.  

Our consideration of internal control over compliance 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 
deficiencies, significant deficiencies, or material weaknesses in internal control over compliance. We did 
not identify any deficiencies in internal control over compliance that we consider to be material 
weaknesses, as defined above.  However, material weaknesses may exist that have not been identified. 

City’s Response to the Findings 

The City’s responses to the findings identified in our audit are described in the accompanying letter to 
management. The City’s responses were not subjected to the auditing procedures applied in the audit of 
compliance and, accordingly, we express no opinion on the responses.  

Purpose of 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 entity’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 entity’s internal control and compliance. Accordingly, 
this communication is not suitable for any other purpose.  

Larson & Company, PC 
Spanish Fork, Utah 
December 31, 2013
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Independent Auditor’s Report on Compliance for Each Major Program 
and on Internal Control over Compliance Required by OMB Circular A-133 

Honorable Mayor and  
City Council Members 
City of Santaquin, Utah 

Report on Compliance for Each Major Federal Program 
We have audited Santaquin City, Utah’s compliance with the types of compliance requirements described in the 
OMB Circular A-133 Compliance Supplement that could have a direct and material effect on each of Santaquin 
City’s major federal programs for the year ended June 30, 2013. Santaquin City’s major federal programs are 
identified in the summary of auditor’s results section of the accompanying schedule of findings and questioned 
costs. 

Management’s Responsibility 
Management is responsible for compliance with the requirements of laws, regulations, contracts, and grants 
applicable to its federal programs. 

Auditor’s Responsibility 
Our responsibility is to express an opinion on compliance for each of Santaquin City’s major federal programs 
based on our audit of the types of compliance requirements referred to above. We conducted our audit of 
compliance 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 OMB Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain 
reasonable assurance about whether noncompliance with the types of compliance requirements referred to above 
that could have a direct and material effect on a major federal program occurred. An audit includes examining, on 
a test basis, evidence about Santaquin 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 on compliance for each major federal 
program. However, our audit does not provide a legal determination of Santaquin City’s compliance. 

Opinion on Each Major Federal Program 
In our opinion, Santaquin City, complied, in all material respects, with the types of compliance requirements 
referred to above that could have a direct and material effect on each of its major federal programs for the year 
ended June 30, 2013. 

Other Matters 
The results of our auditing procedures disclosed no instances of noncompliance, which are required to be 
reported in accordance with OMB Circular A-133.  

Report on Internal Control Over Compliance 

Management of Santaquin City, is responsible for establishing and maintaining effective internal control over 
compliance with the types of compliance requirements referred to above. In planning and performing our audit of 
compliance, we considered Santaquin City’s internal control over compliance with the types of requirements that 
could have a direct and material effect on each major federal program to determine the auditing procedures that 
are appropriate in the circumstances for the purpose of expressing an opinion on compliance for each major 
federal program and to test and report on internal control over compliance in accordance with OMB Circular A-
133, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. 
Accordingly, we do not express an opinion on the effectiveness of Santaquin City’s internal control over 
compliance. 
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A deficiency in internal control over compliance exists when the design or operation of a control over compliance 
does not allow management or employees, in the normal course of performing their assigned functions, to prevent, 
or detect and correct, noncompliance with a type of compliance requirement of a federal program on a timely 
basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies, in 
internal control over compliance, such that there is a reasonable possibility that material noncompliance with a 
type of compliance requirement of a federal program will not be prevented, or detected and corrected, on a timely 
basis. A significant deficiency in internal control over compliance is a deficiency, or a combination of deficiencies, 
in internal control over compliance with a type of compliance requirement of a federal program that is less severe 
than a material weakness in internal control over compliance, yet important enough to merit attention by those 
charged with governance. 

Our consideration of internal control over compliance 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 compliance that might be 
material weaknesses or significant deficiencies. We did not identify any deficiencies in internal control over 
compliance that we consider to be material weaknesses. However, material weaknesses may exist that have not 
been identified. 

The purpose of this report on internal control over compliance is solely to describe the scope of our testing of 
internal control over compliance and the results of that testing based on the requirements of OMB Circular A-133. 
Accordingly, this report is not suitable for any other purpose. 

Larson & Company, PC 

Spanish Fork, Utah 
December 31, 2013 
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SUMMARY OF AUDIT RESULTS 

1. The independent auditors’ report expresses an unqualified opinion on the basic financial 
statements of the Santaquin City. 

2. No reportable conditions related to the audit of the financial statements are reported in the 
Auditors’ Report on Internal Controls and Compliance with Laws and Regulations. 

3. No instances of noncompliance material to the financial statements of Santaquin City 
were disclosed during the audit. 

4. No material weaknesses relating to the audit of the major federal award program is 
reported in the Report on Compliance with Requirements Applicable to Each Major 
Program and Internal Control Over Compliance in Accordance with OMB Circular A-133. 

5. The independent auditors’ report on compliance for the major federal award programs for 
Santaquin City, expresses an unqualified opinion. 

6. The audit disclosed no audit findings that are required to be reported under OMB Circular 
A-133.

7. The programs tested as a major programs include: 

Water and waste disposal systems for rural communities 10.760

8. The threshold for distinguishing Types A and B programs is $300,000 of federal awards 
expended.

9. Santaquin City was determined not to be a low-risk auditee. 
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FINANCIAL STATEMENT FINDINGS 

No findings noted during current period 

FEDERAL AWARD FINDINGS AND QUESTIONED COSTS 

No findings noted during current period 
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1. GENERAL

The accompanying Schedule of Expenditures of Federal Awards presents the activity of all 
federal financial assistance programs of Santaquin City (Municipality). The Municipality 
reporting entity is defined in Note 1 to the basic financial statements.  All federal awards 
received directly from federal agencies as well as federal awards passed-through other 
government agencies are included on the schedule of expenditures of federal awards. 

2. BASIS OF ACCOUNTING

The accompanying schedule of expenditures of federal awards is presented using the modified 
accrual basis of accounting for expenditures in governmental fund types and on the accrual 
basis for expenses in proprietary fund types, which is described in Note 1 to the basic 
financial statements. 
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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, the business-type activities, each major 
fund, and the aggregate remaining fund information of Santaquin City for the year ended June 30, 2013. 
Professional standards require that we provide you with information about our responsibilities under generally 
accepted auditing standards (and, if applicable, Government Auditing Standards and OMB Circular A-133), as 
well as certain information related to the planned scope and timing of our audit. We have communicated such 
information in our letter to you dated October 28, 2013. Professional standards also require that we communicate 
to you the following information related to our audit. 

Significant Audit Findings 

Qualitative Aspects of Accounting Practices 

Management is responsible for the selection and use of appropriate accounting policies. 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 2013. We noted 
no transactions entered into by the governmental unit during the year for which there is a lack of authoritative 
guidance or consensus. All significant transactions have been recognized in the financial statements in the proper 
period. 

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 

The financial statement disclosures are neutral, consistent, and clear. 

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 clearly trivial, and communicate them to the appropriate level of management. 
Management has corrected all such misstatements. In addition, none of the misstatements detected as a result of 
audit procedures and corrected by management were material, either individually or in the aggregate, to each 
opinion unit’s financial statements taken as a whole. 

Disagreements with Management 

For purposes of this letter, a disagreement with management is 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.
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Management Representations 

We have requested certain representations from management that are included in the management 
representation letter dated December 31, 2013. 

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. 

Other Audit Findings or Issues 

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 & Company, PC 

Spanish Fork, Utah 
December 31, 2013
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SCHEDULE OF FINDINGS
 Internal Control Findings – Current Year 

IC-2013.1 Separation 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 separation of responsibilities for authorizing transactions, physical 
custody of assets and the related record keeping.  We noted that he City lacks complete  
separation of duties which results in weaknesses in internal controls. 

 Recommendation:

We recommend that to the extent possible, the City separate 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. 
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State Compliance Findings – Current Year 
SC-2013.1 – Budgetary Compliance: 

  Finding: 
Officers and employees of the entity shall not incur expenditures or encumbrances in excess of 
the total appropriation for any department or fund. We noted that the Sanitation department had 
expenditures in excess of appropriations by $5,312. 

Recommendation: 
We recommend that the City maintain expenditures within approved amounts and make 
budgetary amendments as necessary.  

Client Response:  
Management and Council will make necessary adjustments to the expenditures procedure, and if 
necessary make appropriate budget amendments.  
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Status of Internal Control Findings – Prior Year 

IC-2012.1 Separation 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 separation of responsibilities for authorizing transactions, physical 
custody of assets and the related record keeping.  We noted that he City lacks complete 
separation of duties which results in weaknesses in internal controls. 

 Recommendation:

We recommend that to the extent possible, the City separate 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. 

Status:

See current year findings.
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Status of State Compliance Findings – Prior 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 transfers that are in excess of a reasonable 
allocation of costs. 

Status:
No issues noted in current period. 


