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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

The Honorable Mayor and
City Council
Show Low, Arizona

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 the governmental activities, the
business-type activities, each major fund, and the aggregate remaining fund information of the City of Show
Low, Arizona as of and for the year ended June 30, 2020, and the related notes to the financial statements,
which collectively comprise the City of Show Low, Arizona’s basic financial statements, and have issued our
report thereon dated November 16, 2020.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the City of Show Low,
Arizona’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 City of Show Low,
Arizona’s internal control. Accordingly, we do not express an opinion on the effectiveness of the City Show
Low, Arizona’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 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 have
not been identified. Given these limitations, during our audit we did not identify any deficiencies in internal
control that we consider to be material weaknesses. We did identify certain deficiencies in internal control,
described in the schedule of findings and recommendations that we consider to be a significant deficiency.
Refer to 2018-001 Year-End Accounting.
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Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Show Low, Arizona’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 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.

bt ity PLLC

HintonBurdick, PLLC
Gilbert, Arizona
November 16, 2020
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Independent Auditors’ Report on Compliance for
Each Major Program and on Internal Control over
Compliance Required by the Uniform Guidance

The Honorable Mayor and
City Council
Show Low, Arizona

Report on Compliance for Each Major Program

We have audited City of Show Low, Arizona’s compliance with the types of compliance requirements
described in the OMB Compliance Supplement that could have a direct and material effect on each of City of
Show Low, Arizona’s major federal programs for the year ended June 30, 2020. The City of Show Low,
Arizona’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 the City of Show Low, Arizona’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 the audit requirements of Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Those standards and the Uniform Guidance 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 the City of Show Low, Arizona’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 the City of Show Low, Arizona’s
compliance.

Opinion on Each Major Federal Program

In our opinion, the City of Show Low, Arizona, 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, 2020.
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Report on Internal Control Over Compliance

Management of the City of Show Low, Arizona, 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 the City of Show Low, Arizona’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 the Uniform Guidance, 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 of Show Low, Arizona’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 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.

Schedule of Expenditures of Federal Awards

We have audited the financial statements of the governmental activities, the business-type activities, each
major fund, and the aggregate remaining fund information of the City of Page, Arizona, as of and for the year
ended June 30, 2020, and have issued our report thereon dated November 16, 2020, which contained
unmodified opinions on those financial statements. Our audit was performed for the purpose of forming
opinions on the financial statements as a whole. The accompanying schedule of expenditures of federal
awards is presented for the purposes of additional analysis as required by Title 2 U.S. Code of Federal
Regulations (CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements
for Federal Awards, and is not a required part of the financial statements. Such information is the
responsibility of management and was derived from and relates directly to the underlying accounting and
other records used to prepare the financial statements. The information has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional procedures, including
comparing and reconciling such information directly to the underlying accounting and other records used to
prepare the financial statements or to the financial statements themselves, and other additional procedures in
accordance with auditing standards generally accepted in the United States of America. In our opinion, the
information is fairly stated in all material respects in relation to the financial statements as a whole.

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 the Uniform
Guidance. Accordingly, this report is not suitable for any other purpose.

it Fomtie, PLLC

HintonBurdick, PLLC
Gilbert, Arizona
November 16, 2020
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CITY OF SHOW LOW, ARIZONA
Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2020

Federal
CFDA Other Identification Federal Expenditures to
Grantor Agency Number Number Expenditures Subrecipients
U.S. Department of Justice
Bulletproof Vest Partnership Program 16.607 $ 3,247 $ -
Edward Byrne Memorial Justice Assistance 16.738 45,668 -
Total U.S. Department of Justice 48,915 -
U.S. Department of Transportation
Passed through Arizona Department of Transportation:
Airport Improvement Program 20.106 3-04-0035-026-2017 67,744 -
Airport Improvement Program 20.106 3-04-0035-028-2019 112,129 -
Airport Improvement Program 20.106 3-04-0035-029-2020 69,000 -
248,873 -
Recreational Trails Program 20.219 12,870 -
Formula Grants for Rural Areas 20.509 GRT-16-0006140T 552,976 -
Passed through Governor's Office of Highway Safety:
State and Community Highway Safety 20.600 2019-405d-052 1,837 -
State and Community Highway Safety 20.600 2020-PTX-058 4,500 -
State and Community Highway Safety 20.600 2019-AL-027 V19-45 1,842 -
State and Community Highway Safety 20.600 2020-AL-32 VV20-09 2,219 -
State and Community Highway Safety 20.600 2020-AL-32 VV20-38 1,293 -
State and Community Highway Safety 20.600 2019-AL-027- V19-66 5,288 -
16,979 -
Total U.S. Department of Transportation 831,698 -
U.S. Department of Treasury
Passed through State of Arizona:
Coronavirus Relief Fund 21.019 ERMT-EP-20-004 34,632 -
Coronavirus Relief Fund 21.019 ERMT-20-004 1,099,100 -
Total Department of Treasury 1,133,732 -
National Aeronautics and Space Administration
NASA Science Mission Directorate (SMD) 43.001 2,924 -
National Foundation on the Arts and the Humanities
Promotion of the Humanities Professional Development 45.163 3,981 -
Passed through the State of Arizona:
Grants to States 45.310 2019-0010-9 9,400 -
Grants to States 45.310 2019-0010-8 3,975 -
13,375 -
Total National Foundation on the Arts and the Humanities 17,356 -
Environmental Protection Agency
Passed through Arizona Department of Quality Control
State and Tribal Response Program Grants 66.817 ADEQ21-BF2001/ADEQ20 61,101 -
US Department of Health and Human Services
Medical Library Assistance 93.879 11,992 -
U.S. Department of Homeland Security
Passed through the Transportation Security Administration:
Law Enforcement Officer Reimbursement Agreement 97.090 HST02-16-H-SLR669 15,840 -
Total expenditures of federal awards $ 2,123,558 $ -




CITY OF SHOW LOW, ARIZONA
Notes to the Schedule of Expenditures of Federal Awards
For the Year Ended June 30, 2020

Reporting Entity:

The accompanying schedule of expenditures of federal awards presents the activity or expenditure of all
federal awards programs of the City of Show Low, Arizona for the year ended June 30, 2020. The City’s
reporting entity is defined in Note 1 of the basic financial statements. All expenditure of federal awards
received directly from federal agencies as well as federal awards passed through other government agencies
are included in the schedule.

Basis of Accounting:

This accompanying schedule of expenditures of federal awards has been prepared on the modified accrual
basis of accounting. The information in this schedule is presented in accordance with the requirements of
OMB Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations.

Relationship to Basic Financial Statements:

Expenditures of federal awards have been reported in the funds as follows:

General fund $ 1,398,445
Non-major funds:
Grants fund 172,137
Public Transportation fund 552,976
_$ 2123558

Indirect Cost Rate:

The City did not elect to use the 10% de minimis indirect cost rate for fiscal year 2020.
Federal Loans:

The City did not have any federal loans for fiscal year 2020.

Subrecipients:

There were no subrecipients for fiscal year 2020.



CITY OF SHOW LOW, ARIZONA
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2020

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditor’s report issued: Unmodified
Internal control over financial reporting:

o Material weakness (es) identified? yes X _no
o Significant deficiency (ies) identified that are not
considered to be material weaknesses? X _yes __ none reported
Noncompliance material to financial statements noted? yes X _no

Federal Awards

Internal Control over major programs:

o Material weakness (es) identified? yes X _no
o Significant deficiency (ies) identified that are not
considered to be material weaknesses? yes _X_ none reported

Type of auditor’s report issued on compliance
for major programs: Unmodified

Any audit findings disclosed that are required to be reported
in accordance with the Uniform 2 CFR 200.516(a) ? yes X _no

Identification of major programs.

CFDA Number(s) Name of Federal Program or Cluster

21.019 Coronavirus Relief Fund

Dollar threshold used to distinguish between type
A and type B programs: $ 750,000

Auditee qualified as low-risk auditee? __yes X __no



CITY OF SHOW LOW, ARIZONA
Schedule of Findings and Questioned Costs, Continued
For the Year Ended June 30, 2020

Section Il - Financial Statement Findings

Significant Deficiencies:

2018-001. Year End Accounting — (Prior Year Reissued)

Condition: During our audit, we noted improvements over the prior year; however, we still noted a
few accruals, reclassifications and other adjustments to the general ledger were required that were not
initially identified by the City’s internal controls.

Criteria: Statement on Auditing Standards No. 115 (SAS 115) indicates that the identification by the
auditor of misstatements in the financial statements may be a significant deficiency in the City’s
internal controls.

Cause: Changes in accounting personnel and outside accounting assistance timing restraints or
changes in accounting software may be the cause for various adjustments. Procedures for year-end
adjustments may also need to be revised or improved in order to properly identify certain adjustments
for new accounting standards or other non-routine adjustments.

Effect: The City’s financial statements would not have been fairly stated in all material respects
without the adjustments.

Recommendation: We recommend that management review the audit adjustments in order to
understand each adjustment and continue efforts to improve controls over year-end accounting and
identify accruals and adjustments prior to the audit.

Section 111 - Federal Award Findings and Questioned Costs

No significant matters were noted.

Section IV — Summary of Prior Year Findings and Questioned Costs

No significant matters were noted.



City of Show Low

Administrative Services Department
180 North 9™ Street

Show Low, AZ 85901

Telephone: (928) 532-4024
Facsimile: (928) 532-4009

Corrective Action Plan

2018-001 — Year End Accounting — (Prior Year Reissued)
City staff will continue to work with the audit team and the accounting software provider to
ensure a more accurate recording of accruals and to minimize the number of required
reclassifications and adjustments.

Respectfully submitted,

gl

Justin Johnson
Deputy City Manager





