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     Town Council Agenda Report  

 
Date:   April 23, 2019    Item No. 9 
 
To: Honorable Mayor and Town Council 
 
Subject:   COMPREHENSIVE ANNUAL FINANCIAL REPORT (CAFR) FOR THE 

 FISCAL YEAR ENDED JUNE 30, 2018   
 
From:  Douglas Robertson, Town Manager 
   
Submitted by: Sydnie Harris, Director of Finance  
  Finance Department 
 
Budgeted Item:  Yes   No  N/A    
 

 
RECOMMENDED ACTION 
 
It is recommended that the Town Council receive and file the Comprehensive Annual 
Financial Report (CAFR) for the fiscal year ended June 30, 2018. 

SUMMARY 
The Town is required to engage a public accounting firm to conduct an annual 
independent audit of the Town’s basic financial statements in accordance with 
Governmental Auditing Standards issued by the Comptroller General of the United 
States. The audit must be conducted by licensed Certified Public Accountants who, at the 
conclusion of their test work, must opine upon the accuracy and completeness of the 
statements and whether the statements present fairly the financial position of the 
governmental activities, business-type activities, each major fund, and the aggregate 
remaining fund information of the Town as of June 30, 2018. 

The June 30, 2018 audit was conducted by the public accounting firm of Van Lant and 
Fankhanel, LLP, who have issued their Independent Auditor’s Report accompanying the 
financial statements. The Auditor’s have issued an unqualified “clean” opinion” letter 
meaning that the financial statements present fairly in all material respects, the respective 
financial position of the governmental activities, business-type activities, each major fund, 
and the aggregate remaining fund information of the Town as of June 30, 2018. 

 Also, a component of the audit is an evaluation of the internal controls of the Town and 
the issuance of a report noting any material weaknesses or significant deficiencies in 
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those controls. The auditors identified three of such weaknesses. The Comprehensive 
Annual Financial Report (CAFR) and related reports are attached for your review to 
receive and file. 

BACKGROUND 
 
At the end of every fiscal year, the financial statements and books and records of the 
Town are audited by an outside independent public accounting firm. After issuance of the 
Auditor’s Independent Report, the Town issues audited financial statements inclusive of 
the Auditor’s Report as part of its CAFR. The presentation format of the CAFR is in 
accordance with professional standards established by the Government Finance Officers 
Association of the United States and Canada (GFOA). The Town is required to present 
Audited Basic Financial Statements annually. Preparation and presentation of the CAFR 
significantly exceeds those reporting minimum requirements. In addition to the CAFR, 
three letters addressed to the Town Council accompany the CAFR which present a 
Report on Internal Controls (Attachment 2), a Letter to Those Charged with Governance 
(Attachment 3), and Appropriations Limit report. If the auditors identified discrepancies 
regarding internal financial management controls and financial management practices, 
these discrepancies would be identified in these Letters. 

The Town annually submits its CAFR to the GFOA’s Certificate of Achievement for 
Excellence in Financial Reporting awards program for consideration for the award. The 
Town’s fiscal year 2017 CAFR received the Certificate of Achievement award and the 
Town’s fiscal year 2018 CAFR has again been submitted for consideration for this award. 

Presented for your review are the following CAFR financial highlights for FY 2017-2018: 

     Town-wide Financial and Audit Highlights: 

 The assets of the Town of Apple Valley exceeded its liabilities at the close of the 
most recent fiscal year by $438,098,086 (net position).  Of this amount, 
$401,563,184 represents the net investment in capital assets or infrastructure 
assets. Also, $5,931,002 (unrestricted net assets) may be used to meet the 
government's ongoing obligations to citizens and creditors. 

 The governmental activities total net assets decreased by $15,093,429 and the 
Business-Type total net assets increased by $2,336,768. These changes are 
attributable to depreciation of capital (infrastructure) assets, change in cost 
allocation methodology and addition of Apple Valley Choice Energy (AVCE). 

 As of the close of the current Fiscal Year, the Town’s governmental funds reported 
combined ending fund balances of $35,068,065, an increase of $220,594 in 
comparison with the prior year. 
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 As of the end of the fiscal year, the General Fund fund balance totaled $5,316,793 
which represented a net decrease or net loss for the fiscal year of $7,530,196. 
$1,770,927 of the total fund balance is unrestricted. 

 The auditors rendered an unqualified “clean” opinion which means that the 
financial  statements  present  fairly  in  all  material  respects,  the  respective 
financial position of the governmental activities, business-type activities, each 
major fund, and the aggregate remaining fund information of the Town as of June 
30, 2018. 

 The auditors detected seven deficiencies in internal controls. 

A more detailed discussion of the financial statements is found in the Transmittal Letter 
and the Management Discussion and Analysis (MD&A) sections contained within the 
CAFR. 
 

Mr. Greg Fankhanel and/or Mr. Brett Van Lant, Certified Public Accountants and 
Managing Partners at Van Lant and Fankhanel, LLP, will be attending the April 23, 2019 
Council meeting to present their findings and answer any questions that the Town Council 
may have regarding the presentation of the CAFR. 

 
ATTACHMENTS 
 

A. Comprehensive Annual Financial Report for the year ended June 30, 2018. 
(Distributed to the Town Council on March 7, 2019. Also available for the public’s 
review on the Town website and at the Town Clerk’s office). 

B. Report on Internal Control 
C. Letter to Those Charged with Governance 
D. Appropriations Limit Report 
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