Sen. Randy Laverty
senate CUoClhalr
Hep. ] B Ropers
Flowse CoC har

Sen. Bobhy L. Glaver

Senate CorVice Chale

Roper A Noeman, ][, CIPA, CFE
Leglsdative Acditor

Rep. Johnny Hovt
Hewse CoNice Chale

LEGISLATIVE JOINT AUDITII\’(} COMMITTEE
' DIVISION OF LEGISLATIVE AUDIT
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!
FROM: 7/ Roger A. Norman, JD, CPA, CFE
Legislative Auditor
DATE: October 3, 2008

SUBJECT: Legislative Joint Auditing Committee Review Of:

City of Tontitown
Two-Year Period Ended December 31, 2007

The enclosed report will be presented to the Committee on Counties and
Municipalities of the Legislative Joint Auditing Committee for its review at 2:00 p.m.,
on Thursday, October 9, 2008, in Conference Room 151, State Capitol Building,
Little Rock, Arkansas.

The Commitlee on Counties and Municipalities will make its report to the full
membership of the Legislative Joint Auditing Committee regarding your audit at
9:00 a.m., on Friday, October 10, 2008, in Conference Room 171, State Capitol
Building, Little Rock, Arkansas.

If you should have any questions or comments regarding this matter, please feel
free to contact us.
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INDEPENDENT AUDITOR'S REPORT

City of Tontitown, Arkansas Officials and Council Mambers
Legisiative Joint Auditing Committea

Wao have audited the accompanying regulatory basis financial statemaents of the general fund and street fund of the City of
Tonttown, Arkansas, as of and for the years ended December 31, 2007 and 2006, as ksted in the table of contents. Thoese
financial statements are the responsibility of the City's management. Our responsibility is to express opinlons on these
financial statements based on our audit,

Weo conducted our audit in accordance with auditing standards generally accepted in the United States of Amaerica and the
standards applicable to financial audits contained In Gowernmen! Auditing Standards, issued by tho Comptroller General of
the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about
whather tha financial statements are froee of material misstaterment. An sudit includes oxamining, on a test basis, evidenco
supporting the amounts and disclosures in the financial statements, An audit also includes assessing the accounting
principles used and significant estimates made by managomaont, as well as ovaluating the overall financial statomaont
prosentation. We beliove that our audit provides a reasonable basis for our opinions,

As described more fully in MNote 1{B and C), the City has propared these financial statements using accounting practices
proscribed or parmitted by Arkansas Code, which practcos differ from accounting principles generally accepted in the
Unitad States of America. The effect on the financial statements of the variances batwean these regulatory accounting
practices and accounting principles generally accepted in the United States of Amerca, although not reasonably
detarminable, ara prasumoed to be matenal,

In our epinion, because of the effects of the matter discussed in the preceding paragraph, the financial statemeants refermed
o above do not present fairy, in conformity with accounting principles generally accepted in the United Stales of America,
tha financial position of the City of Tontitown, Arkansas, as of Decomber 31, 2007 and 2008, or the changes in its financial
position or where opplicable, its cash flows, thereof for tho yoars thon ended. Further, the City has not presented a
management's discussion and analysis that accounting principles generally accepled in the United States has determined is
necassany 1o supplement, although not required to be part of, the basic financial statemants.

The Water and Sewer Commission has not bean included in the City's regulatory basis financial statements, Tho regulatory
basls as prescribed or permitted by Arkansas Code requires the Water and Sewer Commission to be presented as other
funds in the aggregate. Tha amount by which this departure would atffect the assets, liabilities, recelpts, and disbursements
of the other funds in the aggregate is not reasonably delerminable. The City's regulatory basis financial statements also do
not disclose all the required information concerning deposit risks, which should be included in order to conform with the
regulatory basis of accounting desenbed in Note 1{C).

In our opinion, because of the offects on the financlal statemeants of the omissions described (n the preceding paragraph, the
financial statements refemed to above do not present fairly, in all material respacts, the respective regulatory basis financial
position of other funds in the aggregate of the City of Tentlown, Arkansas, as of Decamber 31, 2007 and 2008, and the
respactive changes in the regulatory basis financial position for the years then ended on the basis of accounting as
describad in Note 1(C).

In our opinten, except for the effects of not disclosing all required information concerning deposit risks, the financial statlemants
refermed to above presant fairy, in all material respects, the respective regulatory basis financial position of the general fund
and streat fund of the City of Tontitown, Arkansas, as of Decamber 31, 2007 and 2006, and the respective changes in the
regulatory basis financial position, and the budgetary resulls for the general fund and streat fund for the years then anded on
the basis of accounting as described in Note 1(C).

In accordance with Goverrmaont Auditing Standards, we have also issued our report dated August 26, 2008 on our consideration
of the City's intemal control over financial reparting and our lests of s compliance with certain proviskons of the state constitution,
laws, regulations, contracts and grant agreements and othar matters. The purpose of that report is to describe the scope of our
tgsting of intermal controf over financial reporting and compliance and the results of that testing, and not 1o provide an opinicn on
the internal control over financial reporting or on compliance, That report is an integral part of an audit performed In accordance
with Govemment Auditing Standards and should be considered In assessing the results of our audit.
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Our audit was conducted for the purpose of forming opinlens on the accompanying reguiatory bases financial statements of the
City of Tontitown, Arkansas. The supplementary information in the Schedule of Capital Assots listed in the table of contents as
Schodule 1 is required by the regulatory basis of prosentation and is presented for the purpose of additional analysis, We havo
nat applied audting procedures to this information and, accordingly, we express no opinion on the Schedule of Capital Assets,

* . DWIS!GN OF LEGISLATIVE AUDIT
Kﬁd:fm J0, CPA, CFE
Lﬂqmlaﬁw Auditor
Little Riock, Arkansas ’
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