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INDEPENDENT AUDITOR’S REPORT 
Honorable Mayor and  
Member 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 as of 
and for the year ended June 30, 2019, and the related notes to the financial statements, which collectively 
comprise Santaquin 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, 2019, 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, the supplement on the Modified Approach for 
Infrastructure Reporting, and required information relating to pensions, as 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.

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 combining and individual nonmajor fund financial statements, as listed in the table of contents, 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 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 13,
2018, on our consideration of Santaquin City, Utah’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, Utah’s internal control 
over financial reporting and compliance.

Larson & Company, PC
Spanish Fork, Utah
December 13, 2019



3



4



5



Governmental funds.

Proprietary funds.
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Sewer Fund

Storm Drain Fund

Water Fund

General Fund
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1. Deposit and Investments (continued)

2. Cash and Cash Equivalents
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4. Restricted Assets
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8. Fund Equity (continued)
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Inflows of Resources Related to Pensions 
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Santaquin City 
MODIFIED APPROACH FOR INFRASTRUCTURE REPORTING 

June 30, 2019 
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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. 
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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 2019 2018 2017 2016 2015 
Fair or Better 76% 76% 74% 73% 70% 
Poor - Very Poor 24% 24% 26% 27% 30% 
 
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 

2019  $6,258,750 $3,026,690 
2018   $944,562 $843,728 
2017 $274,661 $792,881 
2016 $922,147 $875,500 
2015 $249,718 $765,827 
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INDEPENDENT AUDITOR’S 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

The Honorable Mayor, and 
Members of the City Council
Santaquin City, 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 
Santaquin City, Utah (herein referred to as the “City”), as of and for the year ended June 30, 2019, 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 13, 2019.

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.

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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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 13, 2019
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INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE AND REPORT ON  
INTERNAL CONTROL OVER COMPLIANCE AS REQUIRED BY THE  

STATE COMPLIANCE AUDIT GUIDE  
 

 
Honorable Mayor 
Members of the City Council 
City of Santaquin, Utah 
 
Report on Compliance with General State Compliance Requirements  
 
We have audited the City of Santaquin, Utah’s (herein referred to as the “City”) compliance with the 
applicable general state compliance requirements described in the State Compliance Audit Guide, issued 
by the Office of the Utah State Auditor, that could have a direct and material effect on the City for year 
ended June 30, 2019. 
 
General state compliance requirements were tested for the year ended June 30, 2019 in the following 
areas: 
 

Budgetary Compliance    Treasurer’s Bond 
Fund Balance     Utah Retirement Systems 
Justice Courts     Cash Management 
Restricted Taxes and Related Revenues  Enterprise Fund Transfers 
Open and Public Meetings Act   Impact Fees 

  
Management’s Responsibility 
 
Management is responsible for compliance with the general state requirements referred to above. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on the City’s compliance based on our audit of the 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 
the State Compliance Audit Guide. Those standards and the State 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 direct and material effect on the City 
occurred. An audit includes examining, on a test basis, evidence about 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 with general state 
compliance requirements. However, our audit does not provide a legal determination of city’s compliance. 
 
Opinion on General State Compliance Requirements 
 
In our opinion, the City of Santaquin, Utah, complied, in all material respects, with the compliance 
requirements referred to above that could have a direct and material effect on the City for the year ended 
June 30, 2019. 
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Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be 
reported in accordance with the State Compliance Audit Guide and which are described in our letter to 
management dated December 13, 2019. Our opinion on compliance is not modified with respect to these 
matters. 

The City’s response to the noncompliance findings identified in our audit is described in our letter to 
management. The City’s response was not subjected to the auditing procedures in the audit of 
compliance and, accordingly, we express no opinion on the response. 

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 of 
compliance, we considered the City’s internal control over compliance with the compliance requirements 
that could have a direct and material effect on the City to determine the auditing procedures that are 
appropriate in the circumstances for the purpose of expressing an opinion on compliance with general 
state compliance requirements and to test and report on internal control over compliance in accordance 
with the State Compliance Audit Guide, 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 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 general state compliance requirement 
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 general state compliance requirement 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 general state compliance 
requirement 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 controls and compliance and the results of that testing based on the requirements of the 
State Compliance Audit Guide. Accordingly, this report is not suitable for any other purpose. 

Larson & Company, PC

Spanish Fork, Utah
December 13, 2019 


