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in Accordance with Governmient Aud:tmg Standards '

The Honor able Mayor and

-City Council - ‘ - o o ' )

City of Eloy, Arizona

We have audlted the basic ﬁnancral statements of the C1ty of Eloy, as of and for the year ended June 30,
2010, and have issued our report thereon dated December 3, 2010. We conducted our audit in accordance
with aud1tmg standards generally accepted in the United States of America and the standards applicable to

~ financial audits contained in Govemmenz 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 of Eloy’s intemal control over financial
reporting as basis for designing our auditing procedures for the purpose of expréssing our opinion 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 effectweness
of the Clty $ internal control over ﬁnancral reporting.

A deficiency in intemal control exists when the desi gn or operation of control does not allow management
or employees, in the normal course-of performiing their assigned fanctions, fo prevent, or detect and
correct; misstatements on a timely basis. A inaterial weakness is a deﬁclency, or combination of
deﬁc1enc1es in internal control such that there is a reasonable possibility that material misstatements of the
entity S ﬁnancral statements wﬂl not e prevented detected and corrected, ona tlmely basrs '

 Our eon51derat10n of the mtemal control over financial reportmg was for the: hrmted purpose descrlbed in

the first paragraph of this section and was not designed to identify all deﬁc1en01es in internal control over
financial reporting that might be deficiencies, significant deficiencies, of matenal weaknesses. We did not

-identify any deficiencies in interndl 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, deseribed in the schedule of findings and recommendations dated December 3, 2010 - .

- that-we consider to be significant deficiencies in initernal control over financial teporting.

10-1  Stale Outstaniding Checks
07-5  Journal Entries
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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
ZOVernance. '

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the City of Eloy’s financial statements are free of
. material misstatement, we perforrned tests of its compliance with certain provisions of laws, regulations,
confracts, 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 matiers that are required to be
reported under Government Audztmg Standards.

We noted certain other matters that we have reported to the management of Eloy City in the schedule of
ﬁndmus and rec:ommendatlons dated December 3,2010.

This report is mtended solely for the information of the mayor audit cominittee, ma.nagement and various
federal and state agencies, and is not intended to be an should not be used by anyone other than these
'spemﬁed part parties. .However, this report is a matter of public record and its dlstnbu’uon is not limited.

Michael K. Spﬂker CPA
December 3, 2010
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Compliance in Accordance with OMB Circular A-133

Honorable Mayor & Clty Councﬂ
City of Eloy
Eloy, Arizona

We have audltcd the City of Eloy’s comphancc 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 the
City of Eloy’s major federal programs for the year ended June 30, 2010. The Clty of Eloy’s major federal
programs are identified in the summary of auditor’s results section of the accompanying schedule of
findings and questioned costs. Compliance with the requirements. of laws, rcgulatlons contracts, and grants
applicable to each of ifs major federal progTams is-the responsibility of the City of Eloy’s management.

Cur respon31b111ty is'to express an oplmon on the Clty of Eloy 5 ccmphance based on our audit.

We conducted our audlt of comphancc m accordance with audﬁ]ng standards generally accepted in the
United States of America; the staridards applicable to ﬁnancial andits contained in Government Audifing
Standards issued by the Complroller General of the United States;.and OMB Circular A-133. Those

.standards and OMB Circular A-133 rcqulre that we plan and perform the audit to obtain reasonable

assurance about whether noncomphance with the types of compliance rcqulremcnts referred to above that
could have a direct and material effect on a major federal program oceurred. An andit includes exammmg,
on a test basis, evidence about the City'of Eloy’s comphancc with those requirements arid 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 prov1de a legal detennmatlon of the City of Eloy L3
compliance with those rcquuemcnts '

In our opinior, thc City of Eloy comphed in all material respects, with the réquirements rcferrcd o above
that are apphcable to each of its major federal programs for the year cnded June 30, 2010.

“Internal Control Over Ccmpliance

Management of the City of Eloy is responsible for cstabiis;f}ing and maintaining effective internal control
over compliance with the requirements of laws, regulations, contracts, and grants applicable to federal

. programs. In planning and performing our audit, we considéred the City of Eloy’s internal control over

compliance with the requirements that could Have a direct and material effect on a major federal program
in order to determine our auditing procedures for the purpose of expressing our opinion on compliance 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 comphance

Accordingly, we do not express an opinion on the effectiveniess of City of Eloy’s intemal confrol 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. 4 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.

Our consi_defati(_)'n of internal control over compliance was for the limited purpose described in the first
paragraph of this section and was not designed to 1dentify all deficiencies in internal control over

compliance that might be deficiencies, significant deficiencies or material weaknesses. We did not identify

any deficiencies in internal control over compliance that we consider to be material wea]messes as defined
above.

Scheduie Of Expenditures- of Federa] Awards

'We have audlted the basu: financial statements of the Clty of Eloy, Arizona, as of and for the year ended
June 30, 2010, and have issued out report thereon dated December 3, 2010. Our audit was performed- for
the purpose of formmg an opinion on the basic financial statements taken as a whole. The accompanying
schedule of expendltures of federal awards is presented for purposes ‘of additional analysis as réquired by
OMB Circular A-133 &nd is nota Tequired part of the basic financial statements.-Such information has
been subjected fo. the auditing’ procedures applied m the audit of the basic financial statements and, in.our
opinion, in fairly stated, in all malerial respects, in relation.to the basic- ﬁnancml statements taken as a '
' whole Sl ‘

This report is intended solely for the information and use of management, the City Councﬂ Vvarious state .
" agencies, federal awarding agencies, and pass—through entities and is not intended to be and should not be

used by anyone-other than these- spemﬁed parties. However, this report is a matter of pubhc record and its
distribution 18 not 11m1ted

Y., W M.(M A

" HINTON, BURDICK HALL & SPILKER, P. L.L.C.
December 9, 2010
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CITY OF ELOY, ARIZONA
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2010

Section I - Summary of Auditors’ Results

Financial Statements

Type of auditor’s report issved: Unqualified
" Internal control over financial reporting:
» Material weakness (es) identified? yes X no
e 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;

e« Maferial weakness (es) identified? yes X _ 1o

o Significant deficiency (ies) identified that are not

considered to be material wealmesses? yes X _none reported

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

Any andit findings disclosed that are required to be reported

in accordance with section 510(a) of Circular A-133? __yes _X mo
Identification of major programs.
CFDA Number(s) Name of Federal Program or Cluster
66.468 ARRA — Capitalization Grants for Drinking Water State Revolving Funds
Dollar threshold used to distinguish between type
A and type B programs: § 300,000
Auditee qualified as low-risk auditee? yes X _no




CITY OF ELOY, ARTZONA
Schedule of Findings and Questioned Costs
For the Yesr Ended June 30, 2010

Section II - Financial Statement Findings

10-1. Stale Quistanding Checks

We noted that the general checking account reconciliation lists many stale checks as well as many items
that need to be cleared and removed from the reconciliation. For example, check number 524850 was
written on November 13, 2008 and it is still shown as an outstanding check on the bank reconciliation.
Also, there are numerous items such as check number 125978 for which there are positive and negative
amounts which nef to zero.

Recommendation

We recommend that management investigate stale, outstanding checks and either re-issue the checks or
void them. With regard to the outstanding checks which have equal positive and negative amounts, we
recommend that both amounts be cleared so these items no longer appear on the bank reconciliation (the
net effect on cash should be zero).

07-5. Journal Entries

During our audit we made recormmendations for various journal entries that were necessary to make
accruals and other miscellaneous adjustments. Overall, management did a great job posting year-end
journal entries but some were not done correctly and a few were overlooked.

Recommendation

We recommend that management review the journal entries and discuss them with us to ensure
management agrees with the entries, and understand the purpose of the underlying accounting principles
associated with each entry.

Section I - Federal Award Findings and Questioned Costs

No significant matters were noted.
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CITY OF ELOY, ARIZONA
Schedule of Findings and Questioned Costs
For the Year Ended June 30, 2010

Section I'V - Summary Schedule of Prior Audit Findings

No significant matters were noted.

% [ dete | Yt § M} liae
HINTON, BURDICK, HALL & SPILKER, P.L. L.C.
December 9, 2010



CITY OF ELOY, ARIZONA

Schedule of Expenditures of Federal Awards

For the Year Ended June 38, 2010

Federal
CFDA Grantor's
Grantor Agency Number Number Expenditures
Environmental Protection Agency:
Passed through the Water Infrastructure Finance Authority of Arizona
ARRA - Capitalization Grants for Drinking Water State Revolving Funds 66.468 $ 3,276,574
U.S. Department of Housing and Urban Development
Passed through Arizona Department of Housing;
Community Development Block Grant 14.228 217,628
ARRA - Community Development Block Grants 14.255 18,085
Total U.S. Department of Housing and Urban Development 235,713
U.S. Department of Transportation:
Airport Improvement Program 20.106 124,500
Transportation Infrastructure Finance and Innovation Act Program 20.233 32,051
Total U.S. Depariment of Transportation 156,551
U.S. Department of Justice:
Passed through Arizona Department of Public Safety:
ARRA - State and Local Law Enforcement Assistance Program: Combating
Criminal Narcotics Activity Stemming from the Border of the United States
Competitive Grant Prgram 16.809 96,901
ARRA - BJA FY2009 Recovery Act Edward Byrne Memorial Justice
Assistance Grant program 16.804  2009-SB-BP2281 43,899
Total U.5. Department of Justice 140,800
11.S. Department of Homeland Security:
Homeland Security Grant Program 97.067 444305-01 122,276
Homeland Security Grant Program 97.067 444305-03 12,130
Homeland Security Grant Program 97.067 555305-01 86,004
Homeland Security Grant Program 97.067 555305-02 166,644
Homeland Security Grant Program 97.067 535305-03 29,829
Homeland Security Grant Program 97.067 555305-04 27,284
Total U.S. Department of Homeland Security 444,257
Total expenditure of federal awards $ 4,253,895

Note: This schedule has been prepared on the modified accrual basis of accounting.
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