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Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated February 17, 
2020 on our consideration of the Town of Fredonia, Arizona’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 the Town of Fredonia 
Arizona’s internal control over financial reporting and compliance. 

HintonBurdick, PLLC  
St. George, Utah 
February 17, 2020 
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Financial Analysis of the Government’s Funds 

As noted earlier, the Town of Fredonia uses fund accounting to ensure and demonstrate compliance 
with finance-related legal requirements.   

Government funds - The focus of the Town of Fredonia’s governmental funds is to provide 
information on near-term inflows, outflows, and balance of spendable resources.  Such information is 
useful in assessing the Town’s financing requirements.  In particular, unreserved fund balances may 
serve as a useful measure of a government’s net resources available for spending at the end of the 
fiscal year.   

As of the end of the current fiscal year, the Town of Fredonia’s governmental funds reported combined 
ending fund balances of $1,534,391, an increase of $204,923 in comparison with the prior year. The 
restricted fund balance of $728,329 is restricted for future year expenditures. The restricted fund 
balance indicates that the balance is not available for spending at the discretion of management 
because it is required to be spent for specific purposes. In this case the balance is restricted for the 
library, fireman funds, highway user, and other projects.  

The general fund is the chief operating fund of the Town of Fredonia.  At the end of the current fiscal   
year, unassigned fund balance of the general fund was $757,534, while total fund balance was 
$836,122.  The Town of Fredonia’s general fund, fund balance increased by $83,601.  

Proprietary funds - The Town of Fredonia’s proprietary funds provide the same type of information 
found in the government-wide financial statements, but in more detail.  

Unrestricted net position for water, sewer, and electric utilities at the end of the year totaled 
$1,566,407.  The sewer fund experienced a decrease in total net position for the fiscal year.  

General Fund Budgetary Highlights 

During the year budgeted revenues in the general fund were more than actual revenues by $413,456 
and budgeted expenditures were more than actual expenditures by $424,752. 

Capital Asset and Debt Administration 

Capital assets - The Town of Fredonia’s capital assets for its governmental and business-type 
activities as of June 30, 2019 amounts to $17,647,060 (net of accumulated depreciation). This 
investment in capital assets include, land, buildings, improvements, autos and trucks, and machinery & 
equipment.  More detailed information about the Town’s capital assets is presented in the notes to the 
financial statements. 
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NOTE 12. Contingent Liabilities and Significant Commitments 

The Town is involved with various matters of litigation from year to year. It is the opinion of Town 
officials that these cases will either be handled by the Town’s insurance coverage or that they will not 
have a material effect on the Town’s financial condition. 

In August 2002, the Town Council approved guaranteeing their portion of the pre-closure, closure and 
post-closure costs associated with the Arizona Strip Landfill Company. See local government guarantee 
noted in above footnote 11. The Town is financially responsible for 24% of these costs.  

NOTE 13. Investment in Arizona Strip Landfill 

Arizona Strip Landfill Governmental Financing Corporation

The Arizona Strip Governmental Financing Corporation (the Corporation) was incorporated on May 4, 
1996 pursuant to an interlocal agreement between the Town of Colorado City, Arizona and the Town of 
Fredonia, Arizona.  The Corporation is a nonprofit corporation/joint venture formed by the two towns for 
the purpose of financing, permitting, constructing and operating a landfill and municipal solid waste 
collection system. 

The Landfill is leased to the Towns of Colorado City and Fredonia.  Annual lease payments are to be 
determined annually by the Board of Directors by calculating the percentage which each Lessee’s then-
current population represents of the combined populations of the Lessees; however, Colorado City’s share 
currently also includes Hildale City’s population as well.  The Town’s respective shares as of June 30, 
2018 are 76% for Colorado City and 24% for Fredonia.  The lease payments are secured with a pledge by 
each town/city of revenue from other sources legally available for such purposes.  

The Arizona Strip Governmental Financing Corporation has entered into a lease agreement, which is 
considered a capital lease in accordance with generally accepted accounting principles. The landfill’s 
fiscal year 2019 financial information was not available as of the date of these financial statements. The 
Town of Fredonia’s estimated proportionate share of these lease payments, as of June 30, 2018, was as 
follows:

Year Ended
June 30, Principal

2019 1,304$           
2020 15,650           
2021 15,238           
2022 1,304             

Total remaining lease payments 33,496           
Less: Amount representing interest (1,814)            
Present value of net remaining

minimum lease payments 31,682$         
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Variance with
Revenues: Original Final Actual Final Budget

Taxes:
City sales tax 395,000$          395,000$     398,633$      3,633$
State sales tax 130,007            130,007       131,128        1,121
Auto lieu taxes 65,976              65,976         61,925          (4,051)
Library taxes 26,000              26,000         23,400          (2,600)

Total Taxes 616,983            616,983       615,086        (1,897)

Licenses, permits and fees:
Business licenses 3,300                3,300           3,050            (250)
Building permits 13,000              13,000         13,931          931
Animal licenses 500                   500              185               (315)

Total licenses, permits and fees 16,800              16,800         17,166          366

Intergovernmental:
State income tax - urban sharing 181,644 181,644 181,650 6
Other 400,000 400,000 -                    (400,000)

Total intergovernmental 581,644 581,644 181,650 (399,994)

Charges for services:
Inspection fees 175                   175 167 (8)
Franchise fees 2,688                2,688 2,688 -
Planning and zoning 200                   200 100 (100)
Pool 6,000                6,000 5,844 (156)
Landfill administrative fee 6,000                6,000 6,000 -
Cemetery 2,000                2,000 2,150 150

Total charges for services 17,063 17,063 16,949 (114)

Fines and forfeitures:
Court fines & forfeitures 59,000 59,000 62,248 3,248
Library fines 2,000                2,000 1,278 (722)

Total fines and forfeitures 61,000 61,000 63,526 2,526

Miscellaneous
Contributions 500                   500 - (500)
Interest 2,800                2,800 5,816 3,016
Other 97,365 97,365 80,506 (16,859)

Total miscellaneous 100,665 100,665 86,322 (14,343)

Total revenues 1,394,155 1,394,155 980,699 (413,456)

(continued)

Budgeted Amounts
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Variance with
Original Final Actual Final Budget

Revenues:
Intergovernmental revenue 16,938,312$ 16,938,312$ 85,889$ (16,852,423)$
Other revenues 25,632 25,632 5,360 (20,272)

Total revenues 16,963,944 16,963,944 91,249 (16,872,695)

Expenditures:
Public safety 11,512 11,512 2,515 8,997
Public service 5,061,800 5,061,800 75,380 4,986,420
Parks, recreation and public property 25,632 25,632 5,813 19,819

Capital outlay 11,865,000 11,865,000 - 11,865,000

Total expenditures 16,963,944 16,963,944 83,708 16,880,236

Excess (deficiency) of revenues
   over (under) expenditures - - 7,541 7,541

Net change in fund balance - - 7,541 7,541

Fund balance - beginning 314,102 314,102 314,102 -

Fund balance - ending 314,102$ 314,102$ 321,643$ 7,541$  

Budgeted Amounts
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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 
Town Council 
Town of Fredonia, Arizona 

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 Town of Fredonia, Arizona, as of and for the year ended June 30, 2019, and the related notes to the 
financial statements, which collectively comprise the Town of Fredonia, Arizona’s basic financial 
statements, and have issued our report thereon dated February 17, 2020. 

Internal Control Over Financial Reporting 

In planning and performing our audit of the financial statements, we considered the Town of Fredonia, 
Arizona’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 Town of Fredonia, 
Arizona’s internal control. Accordingly, we do not express an opinion on the effectiveness of the Town of 
Fredonia, 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 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. 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 that we consider to be significant deficiencies. 

2010-001 Segregation of Duties 
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Compliance and Other Matters 

As part of obtaining reasonable assurance about whether the Town of Fredonia, 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 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.

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. 

HintonBurdick, PLLC 
St. George, Utah 
February 17, 2020 
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Independent Auditors’ Report on 
State Legal Compliance 

The Honorable Mayor and 
Town Council 
Town of Fredonia, Arizona 

We have audited the basic financial statements of the Town of Fredonia, Arizona, for the year ended June 
30, 2019, and have issued our report thereon dated February 17, 2020. Our audit also included test work 
on the Town of Fredonia’s compliance with selected requirements identified in the State of Arizona 
Revised Statutes and the Arizona State Constitution including, but not limited to, Title 28, Chapter 18, 
Article 2. 

The management of the Town of Fredonia is responsible for the Town's compliance with all requirements 
identified above.  Our responsibility is to express an opinion on compliance with those requirements 
based on our audit; accordingly, we make the following statements: 

The Town of Fredonia has established separate funds to account for Highway User Revenue 
funds and Local Transportation Assistance funds. Highway user revenue fund monies received by 
the Town of Fredonia pursuant to Title 28, Chapter 18, Article 2 and other dedicated state 
transportation revenues received during the current fiscal year appear to have been used solely for 
authorized purposes. The funds are being administered in accordance with Generally Accepted 
Accounting Principles. Sources of revenues available and fund balances are reflected in the 
individual fund financial statements. 

Our opinion regarding the Town’s compliance with annual expenditure limitations has been 
issued separately with the Town’s Annual Expenditure Limitation Report. 

We conducted our audit in accordance with auditing standards generally accepted in the United States of 
America and 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 
material noncompliance with the requirements referred to above occurred.  An audit includes examining, 
on a test basis, evidence about the Town's compliance with those requirements.  We believe that our audit 
provides a reasonable basis for our opinion. 

In our opinion, The Town of Fredonia complied, in all material respects, with the requirements identified 
above for the year ended June 30, 2019. 

The purpose of this report is solely to describe the scope of our testing of the applicable compliance 
requirements identified in the Arizona Revised Statutes as noted above and the results of that testing 
based on the State requirements. Accordingly, this report is not suitable for any other purpose. 

HintonBurdick, PLLC 
St. George, Utah 
February 17, 2020


