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INDEPENDENT AUDITOR’S REPORT 

Board of Directors 
North Fork Special Service District 

Report on the Basic Financial Statements 

We have audited the accompanying financial statements of North Fork Special Service District (the 
District) as of and for the years ended December 31, 2019 and 2018, and the related notes to the basic 
financial statements, which collectively comprise the District’s basic financial statements as listed in the 
table of contents. 

Management’s Responsibility for the Basic 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 an opinion on these financial statements based on our audits.  We 
conducted our audits 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 audits 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 opinion. 
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Opinion 

In our opinion, the basic financial statements referred to above present fairly, in all material respects, the 
respective financial position of North Fork Special Service District as of December 31, 2019 and 2018, 
and the respective changes in financial position and, where applicable, cash flows thereof for the years 
then ended in accordance with accounting principles generally accepted in the United States of America. 

Other Matters 

Required Supplementary Information 

Accounting principles generally accepted in the United States of America require that management’s 
discussion and analysis, the schedules of the District’s proportionate share of the net pension liability 
(asset) – Utah Retirement Systems, the schedules of the District’s contributions – Utah Retirement 
Systems, and the related notes to the required supplementary information 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 required supplementary 
information because the limited procedures do not provide us with sufficient evidence to express an 
opinion or provide any assurance. 

Other Reporting Required by Government Auditing Standards 

In accordance with Government Auditing Standards, we have also issued our report dated July 13, 2020, 
on our consideration of the District’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 District’s internal 
control over financial reporting and compliance. 

Orem, Utah 
July 13, 2020
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MANAGEMENT’S DISCUSSION AND ANALYSIS  



NORTH FORK SPECIAL SERVICE DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS                                                             
 

 

As management of North Fork Special Service District (the District), we offer readers of the District’s 
financial statements this narrative overview and analysis of the financial activities of the District for the 
fiscal years ended December 31, 2019 and 2018.  We encourage readers to consider the information 
presented here in conjunction with the financial statements and notes. 
 
Financial Highlights 
 
The assets and deferred outflows of resources of the District exceeded its liabilities and deferred inflows 
of resources at the close of the most recent fiscal year by $6,436,192 (net position).  Of this amount, 
$1,110,505 (unrestricted net position) may be used to meet the District’s ongoing obligations to provide 
services.   
 
Overview of the Financial Statements 
 
The financial statements consist of three separate statements, which are similar to a private-sector 
business.  The Statement of Net Position presents information on the District’s assets and liabilities, with 
the difference reported as net position.  Over time, increases and decreases in net position may serve as a 
useful indicator of whether the financial position of the District is improving or deteriorating.   
 
The Statement of Revenues, Expenses, and Changes in Net Position presents information showing how 
the District’s net position changed during the most recent fiscal year.  All changes in net position are 
reported as soon as the underlying event giving rise to the change occurs, regardless of the timing of 
related cash flows.  Thus, revenues and expenses are reported in these statements for some items that will 
only result in cash flows in future fiscal periods (e.g., uncollected fees charged).  
 
The Statement of Cash Flows presents the activities of the District on a cash-received and cash-paid basis.  
This statement shows how cash was spent and reconcile the change in the cash accounts for the District 
during the most recent two fiscal years. 
 
Financial Analysis 
 
As noted earlier, net position may serve over time as a useful indicator of the District’s financial position.  
Assets and deferred outflows of resources exceeded liabilities and deferred inflows of resources by 
$6,436,192 at the close of the most recent fiscal year. 
 

 
  

3



NORTH FORK SPECIAL SERVICE DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS                                                             
 

 

The following tables summarize information presented in the financial statements. 
 

 
At December 31, 2019, the largest portion of the District’s net position (82.0%) reflects its net investment 
in capital assets.  The District uses these capital assets to provide services to residents and visitors of the 
District; consequently, these assets are not available for future spending.  The balance of unrestricted net 
position (17.3%) may be used to meet the District’s ongoing obligations. 

 

 

NORTH FORK SPECIAL SERVICE DISTRICT
December 31, 2019, 2018, and 2017

2019 2018 2017

Current assets 1,370,331$     1,181,594$     2,582,119$     
Noncurrent assets 9,799,714       9,957,613       8,475,860       

Total assets 11,170,045     11,139,207     11,057,979     

Deferred outflows of resources 97,732           62,374           61,869           

Current liabilities 378,957          369,124          462,754          
Long-term liabilities 4,427,871       4,709,897       4,871,156       

Total liabilities 4,806,828       5,079,021       5,333,910       

Deferred inflows of resources 24,757           70,412           39,781           

Net investment in capital assets 5,277,010       5,110,997       4,527,005       
Restricted for debt service

and capital projects 48,677           -                 -                 
Unrestricted 1,110,505       941,151          1,219,152       

Net position 6,436,192$     6,052,148$     5,746,157$     

NORTH FORK SPECIAL SERVICE DISTRICT
Years Ended December 31, 2019, 2018, and 2017

2019 2018 2017

Operating revenues 1,733,125$     1,548,741$     1,277,132$     
Operating expenses 1,592,417       1,388,374       1,239,311       

Operating income 140,708          160,367          37,821           

Nonoperating revenues (expense) 243,336          145,624          131,028          

Change in net position 384,044          305,991          168,849          

6,052,148       5,746,157       5,577,308       

Net postion - ending 6,436,192$     6,052,148$     5,746,157$     
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NORTH FORK SPECIAL SERVICE DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS                                                             
 

 

In comparing 2019 with 2018, the following items should be noted: 
 

Total current assets increased $188,737 (16.0%) due to an increase in cash and accounts receivable.  
Current liabilities decreased by $169,018 (36.5%) as a result of debt service payments.  

  
Operating revenues of the District totaled $1,733,125 during 2019, an increase of $184,384 (11.9%) as 
compared to operating revenues of the District of $1,548,741 during 2018.  A large portion of this 
increase was the result of an increase in fire revenues and ambulance income which were 43.4% higher 
than the prior year.  Other contributors to the increase in revenues were wildland income (13.6%), 
sewer income (4.6%), and a decrease in water income of 15.1%.   
 
Operating expenses of the District totaled $1,592,417 during 2019, an increase of $204,043 as 
compared to operating expenses of the District of $1,388,374 during 2018.  This increase was 
primarily to an increase in salaries and benefits of $172,590, general and administrative expenses of 
$35,379, and depreciation and amortization of $29,429.  These increases were offset by decreases in 
repairs and maintenance of $33,448.  

 
In comparing 2018 and 2017, the following items should be noted: 
 

Total current assets decreased $445,967 (17.3%) due to using cash to pay debt service.  Current 
liabilities decreased by $169,018 (36.5%) as a result of debt service payments.  

  
Operating revenues of the District totaled $1,548,741 during 2018, an increase of $271,609 (21.3%) as 
compared to operating revenues of the District of $1,277,132 during 2017.  A large portion of this 
increase was the result of an increase in fire revenues which were 59.5% higher than the prior year.  
Other contributors to the increase in revenues were ambulance income (9.8%), wildland income 
(46.7%), access fees (123.7%), excess water usage (188.4%), and sewer income (5.6%). 
 
Operating expenses of the District totaled $1,388,374 during 2018, an increase of $149,063 as 
compared to operating expenses of the District of $1,239,311 during 2017.  This increase was 
primarily to an increase in salaries and benefits of $82,636, general and administrative expenses of 
$71,285, and depreciation and amortization of $66,257.  These increases were offset by decreases in 
other expense categories of $71,115. 
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NORTH FORK SPECIAL SERVICE DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS                                                             
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NORTH FORK SPECIAL SERVICE DISTRICT 
MANAGEMENT’S DISCUSSION AND ANALYSIS                                                             
 

 

Capital Assets and Debt Administration 
 
The District’s investment in capital assets as of December 31, 2019 amounts to $9,235,677 (net of 
accumulated depreciation).  Capital assets consisted of land, water shares, building and improvements, 
equipment, water system and wastewater system (see Note 4).  During 2016, the District issued 
$2,800,000 of water revenue bonds to finance the construction of water tanks and wells.  At the end of 
2019, the District had $564,037 in unspent bond proceeds.  The District’s total capital-related debt at 
December 31, 2019 is $4,559,251 (see Note 5 and Note 6). 
 
Economic Factors and Next Year’s Budget and Rates 
 
The District prepared its 2020 budget anticipating a slight increase in revenues and expenses. 
 
Requests for Information 
 
This financial report is designed to provide a general overview of the District’s finances for all those with 
an interest in the District.  Questions concerning any of the information provided in this report or requests 
for additional financial information should be addressed to the Secretary of the Board of North Fork 
Special Service District at RR3 Box B-1, Provo Canyon, Utah 84604 
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NORTH FORK SPECIAL SERVICE DISTRICT
(A Component Unit of Utah County)
Statements of Net Position
December 31, 2019 and 2018

2019 2018

ASSETS
Current Assets

Cash and investments 827,769$           779,932$         
Restricted cash and investments 157,916            89,168             
Accounts receivable, net 325,087            275,227           
Property tax receivable 59,559              37,267             

Total current assets 1,370,331          1,181,594        

Noncurrent Assets
Restricted cash and investments 564,037            954,558           
Land and water shares 533,254            533,254           
Construction in progress 560,881            325,655           
Depreciable, net of accumulated depreciation 8,141,542          8,130,369        
Net pension asset -                    13,777             

Total noncurrent assets 9,799,714          9,957,613        
Total assets 11,170,045        11,139,207      

DEFERRED OUTFLOWS OF RESOURCES RELATED TO PENSIONS 97,732              62,374             

LIABILITIES
Current Liabilities

Current portion of bonds payable 119,000            117,000           
Accrued interest payable 7,360                8,959               
Accounts payable 204,586            101,182           
Accrued expenses 26,213              45,359             
Current portion of capital leases 21,798              96,624             

Total current liabilities 378,957            369,124           

Noncurrent Liabilities
Net pension liability 109,418            45,295             
Note payable 9,368                19,719             
Capital leases, net of current portion 502,760            524,558           
Bonds payable, less current portion 3,806,325          4,120,325        

Total noncurrent liabilities 4,427,871          4,709,897        
Total liabilities 4,806,828          5,079,021        

DEFERRED INFLOWS OF RESOURCES RELATED TO PENSIONS 24,757              70,412             

NET POSITION
Net investment in capital assets 5,277,010          5,110,997        
Restricted 48,677              -                  
Unrestricted 1,110,505          941,151           

Total net position 6,436,192$        6,052,148$      

The accompanying notes are an integral part of these financial statements.
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NORTH FORK SPECIAL SERVICE DISTRICT

(A Component Unit of Utah County)

Statements of Revenue, Expenses, and Changes in Net Position

For the Years Ended December 31, 2019 and 2018

2019 2018

Operating Revenue

Charges for services 1,733,125$         1,546,497$         

Miscellaneous revenue -                     2,244                  

Total operating revenue 1,733,125           1,548,741           

Operating Expenses

General and administrative 385,622              350,243              

Salaries and benefits 794,102              621,512              

Repairs and maintenance 72,629                106,077              

Depreciation and amortization 339,893              310,464              

Bad debt 171                     78                       

Total operating expenses 1,592,417           1,388,374           

Operating Income 140,708              160,367              

Nonoperating Revenue (Expenses)

Property taxes 168,294              166,344              

Donations 27,282                14,362                

Interest income 66,305                58,676                

Grant revenue 108,661              8,954                  

Gain (loss) on the disposal of capital assets (940)                   31,000                

Interest expense (126,266)            (133,712)            

Total nonoperating revenue (expenses) 243,336              145,624              

Change in Net Position 384,044              305,991              

Net Position - Beginning 6,052,148           5,746,157           

Net Position - Ending 6,436,192$         6,052,148$         

The accompanying notes are an integral part of these financial statements.
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NORTH FORK SPECIAL SERVICE DISTRICT
(A Component Unit of Utah County)
Statements of Cash Flows
For the Years Ended December 31, 2019 and 2018

2019 2018

Cash Flows from Operating Activities
Cash received from customers 1,683,094$      1,398,130$      
Cash paid to suppliers (354,847)         (367,946)         
Cash paid to employees and for employee benefits (816,361)         (608,812)         

Net cash provided by operating activities 511,886           421,372           

Cash Flows from Noncapital Financing Activities
Collection of property taxes 146,002           459,063           
Grant revenue 108,661           8,954              
Donations 27,282            14,362            

Net cash provided by noncapital financing activities 281,945           482,379           

Cash Flows from Capital and Related Financing Activities
Interest paid (127,865)         (191,868)         
Purchases of capital assets (587,232)         (552,626)         
Proceeds from the sale of capital assets -                  31,000            
Principal payments on bonds, leases, and notes payable (418,975)         (552,714)         

Net cash used by capital and related financing activities (1,134,072)      (1,266,208)      

Cash Flows from Investing Activities
Interest received 66,305            58,676            

Net cash provided by investing activities 66,305            58,676            

Net Change in Cash and Cash Equivalents (273,936)         (303,781)         

Cash and Cash Equivalents - Beginning 1,823,658        2,127,439        

Cash and Cash Equivalents - Ending 1,549,722$      1,823,658$      

Supplemental Data
A reconciliation of operating income to cash flows provided by operating activities follows:

Operating income 140,708$         160,367$         
Depreciation and amortization 339,893           310,464           
Bad debts 171                 -                  
Changes in operating assets and liabilities and deferred outflows/inflows of resources:

Accounts receivable (50,031)           (150,533)         
Accounts payable 103,404           88,374            
Accrued expenses (19,146)           15,395            
Net pension asset, deferred outflows of resources, liabilities, and deferred

inflows of resources (3,113)             (2,695)             
Net cash provided by operating activities 511,886$         421,372$         

Cash as classified on the statements of net position:
Cash and investments 827,769$         779,932$         
Restricted cash and investments 721,953           1,043,726        

Total cash and investments 1,549,722$      1,823,658$      

The accompanying notes are an integral part of these financial statements.
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NORTH FORK SPECIAL SERVICE DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS                                                                    
                                                            

 

Note 1 – Significant Accounting Policies 
 
The accounting policies of North Fork Special Service District (the District) conform to accounting 
principles generally accepted in the United States of America applicable to local governmental units.  The 
following is a summary of the more significant policies: 
 
Reporting Entity – North Fork Special Service District is a local governmental unit organized as a special 
service district.  The District was organized to provide fire, ambulance, water, wastewater treatment, and 
garbage services to the residents and visitors of the North Fork of Provo Canyon, Utah.  The District is a 
component unit of Utah County. 
 
Basis of Accounting – The District records revenues and expenses using the accrual basis of accounting.  
The District operates as an enterprise fund, which accounts for activities in a manner similar to private 
business where the Board has decided that the determination of revenues earned, costs incurred, and net 
income is necessary for management accountability.  The District applies all applicable private-sector 
guidance in accounting and reporting for its operations to the extent that those standards do not conflict 
with or contradict guidance of governmental standards. 
 
Operating revenues, such as charges for services, result from exchange transactions associated with the 
principal activity of the fund.  Exchange transactions are those in which each party receives and gives up 
essentially equal values.  Nonoperating revenues, such as property taxes from the District, result from 
non-exchange transactions or ancillary activities. 
 
Allowance for Doubtful Accounts – An allowance for doubtful accounts of $0 has been established at 
December 31, 2019 and 2018. 
 
Cash and Cash Equivalents – The District considers cash and cash equivalents to be short-term 
investments with original maturities of three months or less from the date of acquisition, including 
investments in the Utah Public Treasurer’s Investment Fund. 
 
Capital Assets – Capital assets are recorded at cost and are defined by the District as assets with an initial, 
individual cost of more than $1,000 and an estimated useful life in excess of one year.  Upon the sale or 
retirement of capital assets, the related asset’s cost and accumulated depreciation are removed from the 
applicable accounts and a gain or loss on disposal is recorded.  Capital assets, except land, water shares, 
and construction in progress are depreciated using the straight-line method over the estimated useful lives 
of the assets as follows: 
 

Buildings and improvements   7 to 40 years 
Equipment     3 to 12 years 
Water system    5 to 50 years 
Wastewater system   5 to 50 years 

 
Pensions – For purposes of measuring the net pension liability (asset), deferred outflows of resources and 
deferred inflows of resources related to pensions, and pension expense, information about the fiduciary 
net position of the Utah Retirement Systems (URS) and additions to/deductions from the URS’s fiduciary 
net position have been determined on the same basis as they are reported by the URS.  For this purpose, 
benefit payments (including refunds of employee contributions) are recognized when due and payable in 
accordance with the benefit terms.  Pension plan investments are reported at fair value. 
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NORTH FORK SPECIAL SERVICE DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS                                                                    
                                                            

 

Deferred Outflows of Resources – In addition to assets, financial statements will sometimes report a 
separate section for deferred outflows of resources.  This separate financial statement element, deferred 
outflows of resources, represents a consumption of net position that applies to a future period(s) and so 
will not be recognized as an outflow of resources (expense/expenditure) until then.   

 
Deferred Inflows of Resources – In addition to liabilities, the financial statements will sometimes report a 
separate section for deferred inflows of resources.  This separate financial statement element, deferred 
inflows of resources, represents an acquisition of net position that applies to a future period(s) and so will 
not be recognized as an inflow of resources (revenue) until that time.   
 
Note 2 – Deposits and Investments 
 
The District complies with the State Money Management Act (Utah Code Title 51, Chapter 7) (the Act) 
and related Rules of the Money Management Council (the Council) in handling its depository and 
investing transactions.  District funds are deposited in qualified depositories as defined by the Act.  The 
Act also authorizes the District to invest in the Utah Public Treasurers’ Investment Fund (PTIF), 
certificates of deposit, U.S. Treasury obligations, U.S. agency issues, high-grade commercial paper, 
banker’s acceptances, repurchase agreements, corporate bonds, money market mutual funds, and 
obligations of governmental entities within the State of Utah. 
  
The Act and Council rules govern the financial reporting requirements of qualified depositories in which 
public funds may be deposited and prescribe the conditions under which the designation of a depository 
shall remain in effect.  The District considers the rules of the Council to be necessary and sufficient for 
adequate protection of its uninsured bank deposits. 
 
Custodial Credit Risk – Custodial credit risk for deposits is the risk that, in the event of a bank failure, a 
government’s deposits may not be returned to it.  The District does not have a formal deposit policy for 
custodial credit risk.  At December 31, 2019, all of the District’s bank deposits were insured by the FDIC.  
No deposits are collateralized nor are they required to be by state statute. 
 
Investments – At December 31, 2019, the District had $1,219,796 invested in the PTIF.  The PTIF is an 
external local government investment pool managed by the Utah State Treasurer.  The PTIF is authorized 
and makes investments in accordance with the Act.  The Council provides regulatory oversight for the 
PTIF.  Participant accounts with the PTIF are not insured or otherwise guaranteed by the State of Utah.  
Participants in the PTIF share proportionally in the income, costs, gains and losses from investment 
activities.  The degree of risk of the PTIF depends upon the underlying portfolio, which primarily consists 
of money market securities held by the Utah State Treasurer.  The portfolio has a weighted average 
maturity of 90 days or less.  The majority of the PTIF's corporate bonds and notes are variable-rate 
securities, which reset every three months to the prevailing market interest rates.  The PTIF is not rated.  
The reported value of the pool is the same as the fair value of the pool shares. 
 
Interest Rate Risk – Interest rate risk is the risk that changes in interest rates will adversely affect the fair 
value of an investment.  The District manages its exposure to interest rate risk by complying with the Act, 
which requires that the remaining term to maturity of investments to not exceed the period of availability 
of the funds invested.  The Act further limits the remaining term to maturity on all investments in 
commercial paper and bankers’ acceptances to 270 days or less and fixed-income securities to 365 days or 
less.  In addition, variable-rate securities may not have a remaining term to final maturity exceeding two 
years. 
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NORTH FORK SPECIAL SERVICE DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS                                                                    
                                                            

 

Credit Risk – Credit risk is the risk that an issuer or other counterparty to an investment will not fulfill its 
obligations.  The District’s policy for reducing its exposure to credit risk is to comply with the Act and 
related rules.  The Act and related rules limit investments in commercial paper to a first tier rating and 
investments in fixed-income and variable-rate securities to a rating of A or higher as rated by Moody’s 
Investors Service or by Standard & Poor’s. 
 
Concentration of Credit Risk – Concentration of credit risk is the risk of loss attributed to the magnitude 
of a government’s investment in a single issuer.  The District’s policy for managing this risk is to comply 
with the Act and related rules.  The Act limits investments in commercial paper and or corporate 
obligations to 5.0% of the District’s total portfolio with a single issuer.   
 
Custodial Credit Risk – Custodial credit risk for investments is the risk that, in the event of the failure of 
the counterparty, a government will not be able to recover the value of investment or collateral securities 
that are in the possession of an outside party.  The District’s policy for managing this risk is to comply 
with the Act and related rules. 
  
Total deposits and investments as described above at December 31, 2019 and 2018 are as follows: 
 

  
A recap of the deposits and investments as shown on the statement of net position at December 31, 2019 
and 2018 is as follows: 
 

 
Note 3 – Fair Value Measurements 
 
The District categorizes its fair value measurements within the fair value hierarchy established by 
generally accepted accounting principles.  The hierarchy is based on the valuation inputs used to measure 
the fair value of the asset.  Level 1 inputs are quoted prices in active markets for identical assets; Level 2 
inputs are significant other observable inputs; Level 3 inputs are significant unobservable inputs. 
 
The District has the following recurring fair value measurements as of December 31, 2019: 
 

• Public Treasurers’ Investment Fund position of $1,219,796 is valued at the District’s position in 
the PTIF multiplied by the published fair value factor (Level 2 inputs). 

  
 
  

2019 2018

Carrying amount of cash 329,926$     215,115$    
Carrying amount of investments 1,219,796    1,608,543   

   Total cash and investments 1,549,722$  1,823,658$ 

2019 2018

Cash and investments 896,517$     779,932$    
Restricted cash and investments 653,205 1,043,726

   Total cash and investments 1,549,722$  1,823,658$ 
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NORTH FORK SPECIAL SERVICE DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS                                                                    
                                                            

 

Note 4 – Capital Assets 
 
Capital asset activity for the year ended December 31, 2019 was as follows: 
 

 
  
  

Beginning Ending
Balance Additions Deletions Balance

Capital assets not being depreciated:
Land 95,583$         -$           -$            95,583$         
Water shares 437,671         -            -              437,671
Construction in progress 325,655         481,493     (246,267)     560,881

Total capital assets not being 
depreciated 858,909         481,493     (246,267)     1,094,135       

Capital assets being depreciated:
Buildings and improvements 592,436         89,927       -              682,363
Equipment 1,811,192      32,483       (3,900)         1,839,775
Water system 3,675,661      229,593     3,905,254
Wastewater system 5,220,114      -            (2,565)         5,217,549

11,299,403    352,003     (6,465)         11,644,941     

Accumulated depreciation (3,169,034)     (339,893)    5,528          (3,503,399)     

Total capital assets being 
depreciated, net 8,130,369      12,110       (937)            8,141,542       

Total capital assets, net 8,989,278$    493,603$    (247,204)$    9,235,677$     
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NORTH FORK SPECIAL SERVICE DISTRICT 
NOTES TO BASIC FINANCIAL STATEMENTS                                                                    
                                                            

 

Capital asset activity for the year ended December 31, 2018 was as follows: 
 

 
 
Note 5 – Noncurrent Liabilities 
 
A schedule of noncurrent liabilities for the year ended December 31, 2019 is as follows: 
 

 
  
  

Beginning Ending
Balance Additions Deletions Balance

Capital assets not being depreciated:
Land 95,583$         -$           -$            95,583$         
Water shares 437,671         -            -              437,671
Construction in progress 89,515           482,407     (246,267)     325,655

Total capital assets not being 
depreciated 622,769         482,407     (246,267)     858,909         

Capital assets being depreciated:
Buildings and improvements 557,308         35,128       -              592,436
Equipment 1,588,747      335,373     (112,929)     1,811,191
Water system 3,476,164      199,498     -              3,675,662
Wastewater system 5,201,710      18,404       -              5,220,114

10,823,929    588,403     (112,929)     11,299,403     

Accumulated depreciation (2,971,499)     (310,464)    112,929       (3,169,034)     

Total capital assets being 
depreciated, net 7,852,430      277,939     -              8,130,369       

Total capital assets, net 8,475,199$    760,346$    (246,267)$    8,989,278$     

Beginning Ending Due Within
Balance Additions Deletions Balance One Year

Noncurrent liabilities:
Revenue bonds payable 4,237,325$       -$           (312,000)$      3,925,325$     319,000$      
Note payable 19,719             -            (10,351)          9,368              -              
Capital leases 621,182           -            (96,624)          524,558          100,061       
Net pension liability 45,295             64,123       -                109,418          -              

Total noncurrent 
liabilities 4,923,521$       64,123$     (418,975)$      4,568,669$     419,061$      
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A schedule of noncurrent liabilities for the year ended December 31, 2018 is as follows: 
 

 
Revenue Bonds Payable – During 2006, the District issued $3,810,000 of bonds payable and pledged 
wastewater revenues to service the future debt.  The bonds carry an interest rate of 3.0%.   
 
During 2016, the District issued $2,800,000 of bonds payable and pledged water revenues to service 
future debt.  The bonds carry an annual interest rate ranging from 3.7% to 5.5% paid semi-annually.  The 
debt service requirements on the bonds payable are as follows: 
 

 
Note Payable – The District has a note payable with a financial institution.  The note bears interest of 
5.0%.  The debt service requirements on the note payable are as follows: 
 

 
 
  

Beginning Ending Due Within
Balance Additions Deletions Balance One Year

Noncurrent liabilities:
Revenue bonds payable 4,727,325$       -$           (490,000)$      4,237,325$     117,000$      
Note payable 29,566             -            (9,847)            19,719            -              
Capital leases 402,132           271,917     (52,867)          621,182          96,624         
Net pension liability 65,000             -            (19,705)          45,295            -              

Total noncurrent 
liabilities 5,224,023$       271,917$    (572,419)$      4,923,521$     213,624$      

Year Ending
December 31, Principal Interest Total

2020 319,000$         53,903$        372,903$         
2021 332,000          95,630         427,630           
2022 340,000          86,881         426,881           
2023 348,000          77,589         425,589           
2024 356,000          67,907         423,907           

2025-2029 1,104,325        197,057        1,301,382        
2030-2034 787,000          79,453         866,453           
2035-2036 339,000          7,321           346,321           

Total 3,925,325$      665,741$      4,591,066$      

Year Ending
December 31, Principal Interest Total

2021 9,368$            133$            9,501$             
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Note 6 – Capital Leases 
 
The District has a capital lease agreement for a building with an interest rate of 2.63% which decreases to 
1.93% in the year 2025.  The District also has a capital lease agreement for equipment with an interest 
rate of 3.18%.  Future minimum payments under capital leases are as follows: 
 

 
Following is a summary of property and equipment held under capital leases at cost less accumulated 
depreciation at December 31, 2019 and 2018: 

 
 
Note 7 – Retirement Plans 
 
Description of Plans – Eligible employees of the District are provided with the following plans through 
the Utah Retirement Systems (URS) administered by the URS: 
 
Defined Benefit Pension Plans (cost-sharing, multiple-employer plans): 
 

• Public Employees Noncontributory Retirement System (Tier 1 Noncontributory System) 
• Tier 2 Contributory Retirement System (Tier 2 Contributory System) 
• Firefighters’ Retirement System (Tier 1 Firefighters’ System) 
• Tier 2 Firefighters’ Retirement System (Tier 2 Firefighters’ System) 

 
Defined Contribution Plans (individual account plans): 
 

• 401(k) Plan (includes the Tier 2 defined contribution plans) 
   
District employees qualify for membership in the public employees systems if 1) employment normally 
requires an average of 20 or more hours per week and the employee receives benefits normally provided 
by the District as approved by the Utah State Retirement Board or 2) the employee is an appointed officer 
whose position is full time as certified by the District.  An employee qualifies for membership in the 

Year Ending
December 31, Principal Interest Total

2020 100,061$         17,320$        117,381$         
2021 103,627          13,755         117,382           
2022 70,871            10,053         80,924             
2023 53,116            7,367           60,483             
2024 54,818            5,664           60,482             

2025-2029 142,065          6,246           148,311           

Total 524,558$         60,404$        584,962$         

2019 2018

Buildings 330,440$  330,440$  

Equipment 422,780    422,780    

Accumulated depreciation (129,422)   (87,647)    

Net 623,798$  665,573$  
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public safety systems if employment normally requires an average of 2,080 hours of employment per year 
in a recognized public safety department.  
 
Title 49 of the Utah Code grants the authority to establish and amend the benefit terms to the Utah State 
Retirement Board, whose members are appointed by the Governor.  The URS (a component unit of the 
State of Utah) issues a publicly available financial report that can be obtained at www.urs.org. 
 
The Tier 2 systems became effective July 1, 2011.  All eligible employees, beginning on or after July 1, 
2011, who have no previous service credit with any of the systems, are members of the Tier 2 systems. 
 
Benefits provided – The URS provides retirement, disability, and death benefits to participants in the 
defined benefit pension plans.   
 
Retirement benefits in the defined benefit pension plans are determined from 1.25% to 2.50% of the 
employee’s highest 3 or 5 years of compensation times the employee’s years of service depending on the 
pension plan; benefits are subject to cost-of-living adjustments up to 2.50% or 4.00%, limited to the 
actual Consumer Price Index increase for the year.  Employees are eligible to retire based on years of 
service and age. 
 
Defined contribution plans are available as supplemental plans to the basic retirement benefits of the 
defined benefit pension plans and as a primary retirement plan for some Tier 2 participants.  Participants 
in the defined contribution plans are fully vested in employer and employee contributions at the time the 
contributions are made, except Tier 2 required contributions and associated earnings are vested during the 
first four years of employment.  If an employee terminates prior to the vesting period, employer 
contributions and associated earnings for that employee are subject to forfeiture.  Forfeitures are used to 
cover a portion of the plan’s administrative expenses paid by participants.  Benefits depend on amounts 
contributed to the plans plus investment earnings.  Individual accounts are provided for each employee 
and are available at termination, retirement, death, or unforeseeable emergency. 
 
Contributions – As a condition of participation in the plans, employers and/or employees are required to 
contribute certain percentages of salary and wages as authorized by statute and specified by the Utah State 
Retirement Board.  Contributions are actuarially determined as an amount that, when combined with 
employee contributions (where applicable), is expected to finance the costs of benefits earned by 
employees during the year, with an additional amount to finance any unfunded actuarial accrued liability. 
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For the year ended December 31, 2019, the District’s required contribution rates for the plans were as 
follows:  

 
Employees can make contributions to defined contribution plans, up to applicable plan and Internal 
Revenue Code limits. 
 
For the year ended December 31, 2019, District and employee contributions to the plan were as follows: 
 

 
Pension Liabilities, Pension Expense, and Deferred Outflows of Resources and Deferred Inflows of 
Resources Related to Pensions – At December 31, 2019, the District reported a net pension asset of $0 
and a net pension liability of $109,418 for its proportionate share of the net pension liability (asset) for the 
following plans: 

 
  

Paid by District Rates

District Amortization District for for 401(k)

Contribution of UAAL * Employee Plan Totals

Tier 1 Noncontributory System 11.86% 6.61% -                  -                  18.47%

Tier 2 Contributory System** 8.50% 8.37% -                  1.03% 17.90%

Tier 1 Firefighters' System 4.61% -                  15.05% -                  19.66%

Tier 2 Firefighters' System 11.38% -                  -                  0.70% 12.08%

Defined Benefit Plans Rates

* The District is required to contribute additional amounts based on covered-employee payroll to finance the unfunded actuarial accrued liability 
(UAAL) of the Tier 1 plans.

** District contribution includes 0.08% of covered-employee payroll of the Tier 2 Contributory System plan for death benefits.  

District Employee
Contributions* Contributions

Tier 1 Noncontributory System 23,501$      -$           
Tier 2 Contributory System 3,285          -             
Tier 1 Firefighters' System 3,765          12,292        
401(k) Plan 15,206        14,003        

*  Required contributions from Tier 2 Contributory System plan to finance the unfunded actuarial accrued 
liability of the Tier 1 plans are reported as contributions to the Tier 2 Contributory System plan.

Net Pension 
Asset

Net Pension 
Liability

Tier 1 Noncontributory System -$             87,335$        
Tier 1 Firefighters' System -               22,083          

Total -$             109,418$      
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The net pension liability (asset) was measured as of December 31, 2018, and the total pension liability 
(asset) used to calculate the net pension liability (asset) was determined by an actuarial valuation as of 
January 1, 2016, rolled-forward using generally accepted actuarial procedures.  The District’s proportion 
of the net pension liability (asset) is equal to the ratio of the District’s actual contribution compared to the 
total of all employer contributions during the plan year.  The following presents the District’s proportion 
(percentage) of the collective net pension liability (asset) at December 31, 2018 and the change in its 
proportion since the prior measurement date of December 31, 2017 for each plan: 
 

 
 
For the year ended December 31, 2019 the District recognized pension expense of $26,641 for the defined 
benefit pension plans and pension expense of $15,206 for the defined contribution plans.  At December 
31, 2019, the District reported deferred outflows of resources and deferred inflows of resources related to 
defined benefit pension plans from the following sources: 
 

 
The $30,551 reported as deferred outflows of resources related to pensions resulting from District 
contributions subsequent to the measurement date of December 31, 2018 will be recognized as a 
reduction of the net pension liability in the year ending December 31, 2020.   
  

2018 Change

Tier 1 Noncontributory System 0.0118602% 0.0016460%
Tier 2 Contributory System 0.0000000% (0.0061613%)
Tier 1 Firefighters' System 0.1700720% 0.1195615%

Proportionate Share

Deferred 
Outflows

of Resources

Deferred 
Inflows of
Resources

Differences between expected and actual experience 5,790$          5,611$          

Changes of assumptions 23,446          2,564            

Net difference between projected and actual earnings on 

pension plan investments 29,681          -                

Changes in proportion and differences between contri-

butions and proportionate share of contributions 8,264            16,582          

District contributions subsequent to the measurement date 30,551          -                

Total 97,732$        24,757$        
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The other amounts reported as deferred outflows of resources and deferred inflows of resources related to 
defined benefit pension plans will be recognized in pension expense as follows: 
 

 
Actuarial Assumptions – The total pension liability in the December 31, 2018 actuarial valuation was 
determined using the following actuarial assumptions, applied to all periods included in the measurement: 
 

 
Mortality rates were based on the RP-2000 mortality tables or were developed from actual experience, 
based on gender, occupation, and age, as appropriate, with adjustments for future improvement in 
mortality based on Scale AA, a model developed by the Society of Actuaries. 
 
The actuarial assumptions used in the January 1, 2018 valuation were based on the results of an actuarial 
experience study for the five-year period ended December 31, 2016.  Changes of assumptions that 
affected measurement of the total pension liability (asset) since the prior measurement date include 
adjustments for inflation, salary increases, payroll growth, post retirement mortality, preretirement 
mortality, and certain demographics to more closely reflect actual experience. 
 
The long-term expected rate of return on defined benefit pension plan investments was determined using 
a building-block method in which best-estimate ranges of expected future real rates of return (expected 
returns, net of pension plan investment expense and inflation) are developed for each major asset class 
and is applied consistently to each defined benefit pension plan.  These ranges are combined to produce 
the long-term expected rate of return by weighting the expected future real rates of return by the target 
asset allocation percentage and by adding expected inflation.  The target allocation and best estimates of 
arithmetic real rates of return for each major asset class are summarized in the following table: 
 

Year Ending 
December 31,

Deferred 
Outflows 

(Inflows) of 
Resources

2020 13,362$        
2021 6,734            
2022 5,616            
2023 15,640          
2024 1,186            

Thereafter 276              

Inflation 2.60%

Salary increases 3.25% to 9.75%, average, including inflation

Investment rate of return 6.95%, net of pension plan investment expense, including inflation
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The 6.95% assumed investment rate of return is comprised of an inflation rate of 2.50% and a real return 
of 4.45% that is net of investment expense. 
 
Discount Rate – The discount rate used to measure the total pension liability (asset) was 6.95%.  The 
projection of cash flows used to determine the discount rate assumed that employee contributions will be 
made at the current contribution rates and that contributions from all participating employers will be made 
at contractually required rates, actuarially determined and certified by the Utah State Retirement Board.  
Based on those assumptions, the pension plan’s fiduciary net position was projected to be available to 
make all projected future benefit payments of current active and inactive employees.  Therefore, the long-
term expected rate of return on pension plan investments was applied to all periods of projected benefit 
payments to determine the total pension liability (asset).  The discount rate was not changed from the 
prior measurement date. 
 
Sensitivity of the District’s Proportionate Share of the Net Pension Liability to Changes in the Discount 
Rate – The following presents the District’s proportionate share of the net pension liability (asset) 
calculated using the discount rate of 6.95%, as well as what the District’s proportionate share of the net 
pension liability (asset) would be if it were calculated using a discount rate that is 1-percentage-point 
lower (5.95%) or 1-percentage-point higher (7.95%) than the current rate: 
 

 
Payables to Retirement Plans – At December 31, 2019, the District reported payables of $3,008 to defined 
benefit pension plans and defined contributions plans.    
 

Asset Class Target Allocation
Real Return 

Arithmetic Basis
Long-Term Expected
Real Rate of Return

Equity securities 40% 6.15% 2.46%

Debt securities 20% 0.40% 0.08%

Real assets 15% 5.75% 0.86%

Private equity 9% 9.95% 0.89%

Absolute return 16% 2.85% 0.46%

Cash and cash equivalents 0% 0.00% 0.00%

Total 100% 4.75%

Inflation 2.50%

Expected arithmetic nominal return 7.25%

Expected Return Arithmetic Basis

1%
Decrease
(5.95%)

Discount
Rate

(6.95%)

1%
Increase
(7.95%)

District's proportionate share of the net 
pension (asset) liability:

Tier 1 Noncontributory System  $    178,990  $     87,335  $     11,011 
Tier 1 Firefighters' System         82,408         22,083        (26,763)

      Total 261,398$    109,418$    (15,752)$     
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Pension Plan Fiduciary Net Position – Detailed information about the pension plan’s fiduciary net 
position is available in the separately issued URS financial report. 
 
Note 8 – Related Party Transactions 
 
The District has an agreement with Utah County to provide the specified areas of the County with fire 
protection services through December 31, 2021.  During the year ended December 31, 2019 and 2018, the 
District received $58,630 and $10,435, respectively, from Utah County as part of the agreement. 
 
Note 9 – Risk Management 
 
The District maintains insurance coverage for general, automobile, personal injury, errors and omissions, 
employee dishonesty, and malpractice liability up to $2,000,000 per occurrence through policies 
administered by a third party.  The District also insures its buildings, including those under construction, 
and contents against all insurable risks of direct physical loss or damage with the third party.  This all-risk 
insurance coverage provides for repair or replacement of damaged property at a replacement cost basis 
subject to a deductible of $5,000 per occurrence.  Settled claims have not exceeded the District’s 
insurance coverage for any of the past three years. 
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Schedule of the Proportionate Share of the Net Pension Liability (Asset)
NORTH FORK SPECIAL SERVICE DISTRICT

(A Component Unit of Utah County)
Utah Retirement Systems
Last 10 Fiscal Years*

2018 2017 2016 2015 2014

Noncontributory System

Proportion of the net pension liability (asset) 0.0118602% 0.0102142% 0.0099813% 0.0158248% 0.1980919%

Proportionate share of the net pension liability (asset) 87,335$         44,752$         64,092$         89,544$         860,162$       

Covered employee payroll 81,640           60,654           63,371           139,095         1,694,723      

Proportionate share of the net pension liability (asset) as 

a percentage of its covered employee payroll 106.98% 73.78% 101.10% 64.40% 50.80%

Plan fiduciary net position as a percentage of the 

total pension liability 87.00% 91.90% 87.30% 87.80% 90.20%

Contributory Retirement System

Proportion of the net pension liability (asset) 0.0000000% 0.0061613% 0.0081381% 0.0008044% 0.0166345%

Proportionate share of the net pension liability (asset) -$               543$               908$               (2)$                 72,231$         

Covered employee payroll -                 60,587           66,739           5,206              146,224         

Proportionate share of the net pension liability (asset) as 

a percentage of its covered employee payroll 0.00% 0.90% 1.40% 0.00% 49.40%

Plan fiduciary net position as a percentage of the 

total pension liability 0.00% 97.40% 95.10% 100.20% 90.20%

Tier 2 Public Employees System

Proportion of the net pension liability (asset) 0.1700720% 0.2205825% 0.0838282% 0.0000000% 0.0720117%

Proportionate share of the net pension liability (asset) 22,083$         (13,777)$        (661)$             -$               (4,109)$          

Covered employee payroll 53,464           64,499           23,846           -                 21,699           

Proportionate share of the net pension liability (asset) as 

a percentage of its covered employee payroll 41.30%  (21.36%)  (2.80%) 0.00%  (18.90%)

Plan fiduciary net position as a percentage of the 

total pension liability 94.30% 103.00% 100.40% 0.00% 103.50%
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Schedule of the Contributions to the Utah State Retirement Systems
NORTH FORK SPECIAL SERVICE DISTRICT

(A Component Unit of Utah County)
Utah Retirement Systems
December 31, 2019
Last 10 Fiscal Years*

2019 2018 2017 2016 2015

Noncontributory System

Contractually required contribution 23,501$       15,576$       11,203$       11,705$       25,691$       

Contributions in relation to the contractually required contribution (23,501)        (15,576)        (11,203)        (11,705)        (25,691)        

Contribution deficiency (excess) -$            -$            -$            -$            -$            

Covered employee payroll 133,706$     84,332$       60,654$       63,371$       139,095$     

Contributions as a percentage of covered-employee payroll 17.58% 18.47% 18.47% 18.47% 18.47%

Contributory Retirement System

Contractually required contribution -$            -$            9,313$         9,148$         776$            

Contributions in relation to the contractually required contribution -              -              (9,313)         (9,148)         (776)            

Contribution deficiency (excess) -$            -$            -$            -$            -$            

Covered employee payroll -$            -$            62,165$       61,395$       5,206$         

Contributions as a percentage of covered-employee payroll 0.00% 0.00% 14.98% 14.90% 14.91%

Tier 2 Public Employees System

Contractually required contribution 2,379$         2,379$         3,862$         928$            69,304$       

Contributions in relation to the contractually required contribution (2,379)         (2,379)         (3,862)         (928)            (69,304)        

Contribution deficiency (excess) -$            -$            -$            -$            -$            

Covered employee payroll 50,772$       50,772$       64,499$       23,846$       -$            

Contributions as a percentage of covered-employee payroll 4.69% 4.69% 5.99% 3.89% 0.00%

Tier 2 Defined Contribution Plan - Local Government

Contractually required contribution 3,285$         5,856$         2,225$         579$            -$            

Contributions in relation to the contractually required contribution (3,285)         (5,856)         (2,225)         (579)            -              

Contribution deficiency (excess) -$            -$            -$            -$            -$            

Covered employee payroll 49,103$       88,804$       37,259$       5,385$         -$            

Contributions as a percentage of covered-employee payroll 6.69% 6.59% 5.97% 10.75% 0.00%
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NOTE 1 – CHANGES IN ASSUMPTIONS – UTAH RETIREMENT SYSTEMS 
 
Assumptions for plan year 2018 remain unchanged from the prior year. 
 
Amounts reported in plan year 2017 reflect the following assumption changes adopted from the January 
1, 2017 valuation: 
 

 The investment return assumption was decreased from 7.20% to 6.95%. 
 The inflation assumption decreased from 2.60% to 2.50%. 
 The life expectancy assumption increased for most groups. 
 The wage inflation assumption decreased from 3.35% to 3.25%. 
 The payroll growth assumption decreased from 3.10% to 3.00%. 

 
Amounts reported in plan year 2016 reflect the following assumption changes adopted from the January 
1, 2016 valuation: 
 

 The investment return assumption was decreased from 7.50% to 7.20%. 
 The inflation assumption decreased from 2.75% to 2.60%. 
 Both the payroll growth and wage inflation assumptions were decreased by 0.15%. 

 
Amounts reported in plan year 2015 reflect the following assumption changes adopted from the January 
1, 2015 valuation: 
 

 The wage inflation assumption for all employee groups was decreased from 3.75% to 3.50%. 
 The payroll growth assumption was decreased from 3.50% to 3.25%. 
 Other assumptions that were modified: rate of salary increases, post retirement mortality, and 

certain demographics. 
 
NOTE 2 – SCHEDULES OF THE DISTRICT’S PROPORTIONATE SHARE OF THE NET 
PENSION LIABILITY (ASSET) – UTAH RETIREMENT SYSTEMS 
 
These schedules only present information for the 2014 and subsequent measurement periods of the plans; 
prior-year information is not available. 
 
NOTE 3 – SCHEDULES OF DISTRICT CONTRIBUTIONS – UTAH RETIREMENT SYSTEMS 
 
These schedules only present information for the 2015 and subsequent reporting periods of the plans; 
prior-year information is not available.  Contributions as a percentage of covered payroll may be different 
than the Utah State Retirement Board certified rate due to rounding or other administrative issues. A 
portion of the required contributions in the Tier 2 plans is used to finance the unfunded actuarial accrued 
liability of the Tier 1 plans. 

26



 

 

REPORTS IN ACCORDANCE WITH GOVERNMENT AUDITING 
STANDARDS AND THE STATE COMPLIANCE AUDIT GUIDE 



 

 
 

  
 

 

 
 

 
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 

 
  
Board of Directors 
North Fork Special Service District 
 
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 North Fork Special 
Service District (the District), as of and for the year ended December 31, 2019, and the related notes to 
the financial statements, which collectively comprise the District’s basic financial statements, and have 
issued our report thereon dated July 13, 2020.  
 
Internal Control Over Financial Reporting 
 
In planning and performing our audit of the financial statements, we considered the District’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 opinion on the financial statements, but not for 
the purpose of expressing an opinion on the effectiveness of the District’s internal control.  Accordingly, 
we do not express an opinion on the effectiveness of the District’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 
charge 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.  However, material 
weaknesses may exist that have not been identified.   

 
Compliance and Other Matters 
 
As part of obtaining reasonable assurance about whether the District’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 
District’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 District’s internal control and 
compliance.  Accordingly, this communication is not suitable for any other purpose. 

 
Orem, Utah 
July 13, 2020
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Independent Auditor’s Report on Compliance 

and Report on Internal Control over Compliance 
Required by the State Compliance Audit Guide 

 
 
Board of Directors 
North Fork Special Service District 
 
Report on Compliance 
 
We have audited the compliance of North Fork Special Service District (the District) with the following 
applicable state compliance requirements described in the State Compliance Audit Guide, issued by the 
Office of the Utah State Auditor, for the year ended December 31, 2019: 
 

Budgetary Compliance 
Fund Balance 
Utah Retirement Systems 
Open and Public Meetings Act 
Public Treasurer’s Bond 
Cash Management 

 
Management’s Responsibility 
 
Management is responsible for compliance with the state compliance requirements referred to above. 
 
Auditor’s Responsibility 
 
Our responsibility is to express an opinion on the District’s compliance based on our audit of the state 
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 state compliance 
requirements referred to above that could have a direct and material effect on a state compliance 
requirement occurred. An audit includes examining, on a test basis, evidence about the District’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 state 
compliance requirement referred to above. However, our audit does not provide a legal determination of 
the District’s compliance with those requirements. 
 
Opinion on Compliance 
 
In our opinion, North Fork Special Service District complied, in all material respects, with the state 
compliance requirements referred to above for the year ended December 31, 2019. 
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Report on Internal Control over Compliance 
 
Management of the District is responsible for establishing and maintaining effective internal control 
over compliance with the state compliance requirements referred to above. In planning and performing 
our audit of compliance, we considered the District’s internal control over compliance with the state 
compliance requirements referred to above to determine the audit procedures that are appropriate in the 
circumstances for the purpose of expressing our opinion on compliance with those 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 
District’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 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 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 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 control over 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. 

 
Orem, Utah 
July 13, 2020 
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