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INDEPENDENT AUDITOR’S REPORT
Kayenta Township Commission
Kayenta Township
Report on the Financial Statements
We have audited the accompanying financial statements of the governmental activities, the business-type
activities, and each major fund of the Kayenta Township (Township), as of and for the year ended
September 30, 2020, and the related notes to the financial statements, which collectively comprise the
Township’s basic financial statements as listed in the table of contents.
Management’s Responsibility for the 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 opinions on these financial statements based on our audit. We conducted our
audit 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 audit 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
opinions.
Opinions
In our opinion, the financial statements referred to above present fairly, in all material respects, the respective
financial position of the governmental activities, the business-type activities, and each major fund of the Kayenta
Township, as of September 30, 2020, and the respective changes in financial position and, where applicable,
cash flows thereof for the year then ended in accordance with accounting principles generally accepted in the
United States of America.
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Other Matters
Required Supplementary Information
Accounting principles generally accepted in the United States of America require that the Management’s
Discussion and Analysis and budgetary comparison information, as listed in the table of contents, 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 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 February 24, 2022,
on our consideration of the Kayenta Township’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 solely 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 the effectiveness of the Kayenta
Township’s 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 Kayenta Township’s internal
control over financial reporting and compliance.

Heinfeld, Meech & Co., P.C.
Scottsdale, Arizona
February 24, 2022
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MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
(Required Supplementary Information)
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KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

As management of Kayenta Township (Township), we offer readers of the Township’s financial
statements this narrative overview and analysis of the financial activities of the Township for the
fiscal year ended September 30, 2020. The management’s discussion and analysis is presented as
required supplementary information to supplement the basic financial statements.
OVERVIEW OF FINANCIAL STATEMENTS
This discussion and analysis are intended to serve as an introduction to the Township’s basic
financial statements. The Township’s basic financial statements comprise three components: 1)
government-wide financial statements, 2) fund financial statements, and 3) notes to the financial
statements.
Government-wide financial statements. The government-wide financial statements are designed
to provide readers with a broad overview of the Township’s finances, in a manner like a privatesector business.
The statement of net position presents information on all the Township’s assets and liabilities, with
the difference between the two reported as net position. Over time, increases or decreases in net
position may serve as a useful indicator of whether the Township’s financial position is improving
or deteriorating.
The statement of activities presents information showing how the government’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 this statement for some items that will only result in
cash flows in future fiscal periods (e.g., uncollected leases and rents and earned but unused
vacation leave).
Both government-wide financial statements distinguish functions of the Township that are
principally supported by taxes, leases and rents, and intergovernmental revenues (governmental
activities) from other functions that are intended to recover all or a significant portion of their costs
through user fees and charges (business-type activities). The governmental activities of the
Township include general government, public safety, public works, culture and recreation,
community development, airport, and highways and streets. The business-type activities of the
Township consist of a solid waste transfer station.
The government-wide financial statements can be found on pages 14 and 15 of this report.
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KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

OVERVIEW OF FINANCIAL STATEMENTS
Fund financial statements. A fund is a grouping of related accounts that is used to maintain
control over resources that have been segregated for specific activities or objectives. The
Township, like other state and local governments, uses fund accounting to ensure and demonstrate
compliance with finance-related legal requirements. All the funds of the Township are
governmental and proprietary funds.
Governmental funds. Governmental funds are used to account for essentially the same
functions reported as governmental activities in the government-wide financial statements.
However, unlike the government-wide financial statements, governmental fund financial
statements focus on near-term inflows and outflows of spendable resources, as well as on
balances of spendable resources available at the end of the fiscal year. Such information may
be useful in evaluating a government’s near-term financing requirements.
Because the focus of governmental funds is narrower than that of the government-wide
financial statements, it is useful to compare the information presented for governmental funds
with similar information presented for governmental activities in the government-wide
financial statements. By doing so, readers may better understand the long-term effect of the
government’s near-term financing decisions. Both the governmental fund balance sheet and
the governmental fund statement of revenues, expenditures, and changes in fund balances
provide a reconciliation to facilitate this comparison between governmental funds and
governmental activities.
The Township maintains two individual governmental funds. Information is presented
separately in the governmental fund balance sheet and in the governmental fund statement of
revenues, expenditures, and changes in fund balances for the general fund and capital projects
fund, both of which are major funds.
The Township adopts annual appropriated budgets for its general and capital project funds. A
budgetary comparison statement is provided for the general fund to demonstrate compliance
with its legally adopted budget.
The basic governmental fund financial statements can be found on pages 16 – 17 of this report.
Proprietary funds. The Township maintains one type of proprietary fund, an enterprise fund.
Enterprise funds are used to report the same functions presented as business-type activities in
the government-wide financial statements. The Township uses an enterprise fund to account
for its solid waste transfer station.
Proprietary funds provide the same type of information as the government-wide financial
statements, only in more detail. The proprietary fund financial statements provide separate
information for the solid waste transfer station which is considered a major fund of the
Township.
The basic proprietary fund financial statements can be found on pages 19 – 21 of this report.
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KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

OVERVIEW OF FINANCIAL STATEMENTS
Notes to the financial statements. The notes provide additional information that is essential to a
full understanding of the data provided in the government-wide and fund financial statements. The
notes to the financial statements begin on page 22 of this report.
GOVERNMENT-WIDE FINANCIAL ANALYSIS
As noted earlier, net position over time may serve as a useful indicator of a government’s financial
position. In the case of the Township, assets exceeded liabilities by $28,912,402 at the close of the
most recent fiscal year.
Reclassifications. Certain reclassifications have been made to prior year amounts to enhance
comparability with the current year presentation.
The following table reflects the condensed statement of net position for 2020, with comparative
totals for 2019.
Kayenta Township’s Net Position – Table 1
Governmental Activities
Business-type Activities
2020
2019
2020
2019
2020
Assets
Current and other assets
Capital assets, net
Total assets
Liabilities
Long-term liabilities
Other liabilities
Total assets
Net position
Net investment in capital assets
Unrestricted
Total net position
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$ 14,249,356
15,319,597
29,568,953

$14,704,311
13,773,362
28,477,673

369,716
817,285
1,187,001

369,716
377,443
747,159

15,319,597
13,062,355
$ 28,381,952

13,773,362
13,957,152
$27,730,514

$

$

66,313
636,895
703,208

$

Total

2019

46,223
698,143
744,366

$14,315,669
15,956,492
30,272,161

$ 14,750,534
14,471,505
29,222,039

52,271
120,487
172,758

159,364
123,020
282,384

421,987
937,772
1,359,759

529,080
500,463
1,029,543

477,532
52,918
530,450

436,955
25,027
461,982

15,797,129
13,115,273
$ 28,912,402

14,210,317
13,982,179
$ 28,192,496

$

KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

GOVERNMENT-WIDE FINANCIAL ANALYSIS
The largest portion of the Township’s net position, $15,797,129, reflects its investment in capital
assets (e.g., land, buildings, machinery, equipment and infrastructure); less any related debt used
to acquire those assets that is still outstanding. The Township uses these assets to provide services
to citizens; consequently, these assets are not available for future spending.
The balance of unrestricted net position totaling $13,115,273 may be used to meet the Township’s
ongoing obligations to citizens and creditors. At the end of the current fiscal year, the Township
can report positive balances in all categories of net position.
Governmental activities. Key elements in the changes in net position activity are as follows:
Kayenta Township’s Net Position – Table 2
Governmental Activities
Business-type Activities
2020
2019
2020
2019
2020
Program revenues:
Charges for services
Capital grants and contributions
Construction permits and fees
Lease rentals
Licenses and permits
Penalties and interest
General revenues:
Sales taxes
Hotel occupancy taxes
Junk food taxes
Investment earnings
Gain on disposal of capital assets
Miscellaneous
Total revenues
Program expenses:
General government
Public safety
Public works
Culture and recreation
Community development
Economic development
Airport
Highways and streets
Solid waste
Interest expense
Total expenses
Increase (decrease) in net
position before transfers
Transfers in (out)
Increase (decrease) in net
position
Net position, October 1
Net position, September 30
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$

28,954
660,018
30,401
652,626
20,600
15,685
3,077,867
226,928
241,074
24,747
34,074
5,012,974
1,470,431
863,078
162,761
136,218
726,054
459,087
399,007

$

71,601
397,251
47,261
910,096
23,300
52,706

$ 325,388

4,110,052
686,047
339,663
97,475
1,146
8,753
6,745,351

$ 275,705

$

Total

354,342
660,018
30,401
652,626
20,600
15,685

$347,306
397,251
47,261
910,096
23,300
52,706
4,110,052
686,047
339,663
98,324
1,146
8,753
7,021,905

1,327

849

3,077,867
226,928
241,074
26,074

326,715

276,554

34,074
5,339,689

1,538,923
246,469
178,127
247,613
1,008,731
50,000
459,087
332,071

1,470,431
863,078
162,761
136,218
726,054
459,087
399,007
392,696
10,451
4,619,783

1,538,923
246,469
178,127
247,613
1,008,731
50,000
459,087
332,071
453,304
11,589
4,525,914

4,216,636

4,061,021

392,696
10,451
403,147

796,338
(144,900)

2,684,330
(226,386)

(76,432)
144,900

(188,339)
226,386

719,906

2,495,991

651,438
27,730,514
$28,381,952

2,457,944
25,272,570
$27,730,514

68,468
461,982
530,450

38,047
423,935
461,982

719,906
28,192,496
$ 28,912,402

2,495,991
25,696,505
$ 28,192,496

$

$

453,304
11,589
464,893

2019

KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

GOVERNMENT-WIDE FINANCIAL ANALYSIS
Spending for the Township totaled $4,216,636, which was offset by $5,012,974 of revenue,
primarily from charges for services, taxes, and lease rentals. The Township increased its net
position by $651,438 during the current fiscal year.
Business-type activities. The business-type activities shown in Table 1, present the net position
of the solid waste transfer station. The current assets line item consists of investments and
receivables of user fees. Capital assets consist of facilities, commercial sanitation vehicles, and
other equipment.
The change in net position for the Township’s business-type activities, shown in Table 2, presents
an increase in net position of $68,468. Total revenues at the solid waste transfer station fund
increased $50,161 while expenses decreased $61,746 from the prior year.
FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS
The Township used fund accounting to ensure and demonstrate compliance with finance related
requirements.
Governmental funds. The focus of the Township’s governmental funds is to provide information
on near-term inflows, outflows, and balances of spendable resources. Such information is useful
in assessing the Township’s financing requirements. Unassigned fund balance 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 Township’s governmental funds reported combined
ending fund balances of $13,422,413, a decrease of $792,759 in comparison with the prior year of
$14,215,172. This fund balance constitutes unassigned fund balance, which is available for
spending at the government’s discretion.
The general fund is the chief operating fund of the Township. At the end of the current fiscal year,
unassigned fund balance of the general fund was $13,422,413. As a measure of the general fund’s
liquidity, it may be useful to compare total fund balance to total fund expenditures. Total fund
balance represents 257 percent of total general fund expenditures including transfers.
Proprietary fund. The Township’s proprietary fund provides the same type of information found
in the business-type activities of the government-wide financial statements but in more detail. The
solid waste transfer station is financed primarily by fees collected from customers. The focus is to
show whether the proprietary fund is better or worse off economically because of events and
transactions of the period, utilizing full accrual accounting.
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KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

FINANCIAL ANALYSIS OF THE TOWNSHIP’S FUNDS
The proprietary fund’s net position as of September 30, 2020 was $530,450, an increase of $68,648
from 2019.
The statement of revenues, expenses, and changes in net position for the year ended September 30,
2020 present operating revenues of $325,388 while expenses for the solid waste transfer station
totaled $403,147.
BUDGETARY HIGHLIGHTS
The Township adopts an annual appropriated budget for its General fund. A budgetary comparison
statement is provided for the General Fund to demonstrate compliance with the budget.
General fund revenues on a budgetary basis were $333,548 less than projected for fiscal year 2020.
The decrease is primarily due to the Township receiving less in sales, hotel occupancy, and junk
food taxes; lease rentals, construction permits and fees, and charges for services. These are key
revenues negatively impacted by COVID-19 due to the temporary shutdown of businesses and
recreation activities. Expenditures of $3,277,491 were $987,520 less than budgeted expenditures
of $4,265,009. The majority of the positive expenditure variances occurred in the General
Government, Public Safety, and Community Development Departments where employees were
furloughed and services were limited or suspended.
Final budget compared to actual results. The most significant differences between estimated
revenues and actual revenues were as follows:
Revenue Source
Sales taxes
Hotel occupancy taxes
Junk food tax
Lease rentals
Construction permits, fees
Charges for services

Budgeted
Revenues
$
3,000,000
600,000
300,000
750,000
45,000
50,200

Actual
Revenues
$
3,077,455
311,941
241,029
649,765
30,401
36,076

Expenditure Source
General government
Public safety
Public works
Culture and recreation
Community development

Budgeted
Expenditure
$
1,881,293
297,445
9,000
133,918
961,124

Actual
Expenditure
$
1,422,074
200,468
4,393
125,658
567,959

$

Difference
77,455
(288,059)
(58,971)
(100,235)
(14,599)
(14,124)

Difference
$
459,219
96,977
4,607
8,260
393,165

The budget to actual variances are expected to have a significant effect on near term future
services. See Economic Factors and Next Year’s Budget on page 11 for a description of these
effects.
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KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

CAPITAL ASSETS AND DEBT ADMINISTRATION
Capital Assets. The Township’s net investment in capital assets for its governmental and businesstype activities as of September 30, 2020 are $15,797,129 net of accumulated depreciation. This
investment in capital assets includes buildings; land improvements; infrastructure; heavy
equipment; property and equipment; passenger, maintenance, and sanitation vehicles; and when
applicable, construction in progress. The total increase in the Township’s investment in
capital assets for the fiscal year, net of accumulated depreciation, was $1,546,235.
Significant capital asset activities during the fiscal year included the following:







Aerial ladder fire truck costing $750,215
Fire rescue truck costing $155,250
Two modular building for public safety residences including infrastructure hookups
costing $142,619.
BIA Road N 6485 improvement project costing $317,583.
Various construction in process projects costing $453,072.
Runway and taxiway improvement project at the Kayenta Airport costing $995,247

Additional information on the Township’s capital assets is detailed in Note 5 on pages 32 - 33.
Long-term obligations. At year-end, the environmental remediation obligation for cleanup costs
due to soil contamination from underground storage tanks totaled $369,716. See Note 10 on page
36 for more details regarding this obligation.
ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
The Township’s activities are limited to providing essential services to area residents. Most of the
revenues of the Township are derived from taxes, rentals, solid waste user fees, and
intergovernmental grant revenues. The stability of the Township will continue to depend heavily
on these revenue sources.
Kayenta’s economy was negatively impacted beginning the third quarter of 2020 due to
COVID-19 and the temporary shutdown of hotels, restaurants, and retail establishments. Revenue
declines in year 2020 are approximately $1.7 million or 26 percent from year 2019. Because of
Monument Valley the Township is an international tourist destination, and COVID-19
dramatically curtailed the Township’s tourism industry during the year. Hotel occupancy taxes
decreased $459,119 or 67 percent from 2019 amounts. In response to the decrease in economic
activity, the Board of Commissioners approved a $7.9 million fiscal year 2021 government-wide
budget, which is approximately a $2.4 million or 23 percent decrease from the prior year budget
of $10.3 million.
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KAYENTA TOWSHIP
MANAGEMENT’S DISCUSSION AND ANALYSIS (MD&A)
YEAR ENDED SEPTEMBER 30, 2020

ECONOMIC FACTORS AND NEXT YEAR’S BUDGET
In fiscal year 2021, the Township has continued to experience a decline in some of its revenues
over the 2020 fiscal year, and while the coronavirus impacts are expected to be temporary, the
continued spread of COVID-19 and its impacts on economies and financial markets may adversely
affect the Township’s continuing operations and financial condition.
CONTACTING THE TOWNSHIP’S FINANCIAL MANAGEMENT
This financial report is designed to provide a general overview of the Township’s finances for all
those with an interest. Questions regarding any of the information provided in this report or
requests for additional information should be addressed to the following:
Ms. Geraldine Laughter, Acting Town Manager
Kayenta Township
P. O. Box 1490
Kayenta, AZ 86033
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Kayenta Township
Statement of Net Position
September 30, 2020

Governmental
Activities
Assets
Cash and cash equivalents
Investments
Accounts receivable
Grants receivable
Taxes receivable
Capital assets, not being depreciated
Capital assets, being depreciated, net
Total assets

$

Liabilities
Accounts payable
Accrued payroll liabilities
Compensated absences
Accrued interest payable
Unearned revenue
Noncurrent liabilities:
Due within one year
Capital lease payable
Due in more than one year
Capital lease payable
Environmental remediation obligation
Total liabilities
Net position
Net investment in capital assets
Unrestricted
Total net position
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8,893,537
4,131,733
74,498
577,492
572,095
607,729
14,711,868
29,568,952

Primary Government
Business-type
Activities
$

7,782
45,368
13,163

Total
$

636,895
703,208

750,216
33,824
25,245

211
4,865
3,712
4,607

750,427
38,689
28,957
4,607
8,000

107,092
52,271

8,000

$

8,901,319
4,177,101
87,661
577,492
572,095
607,729
15,348,763
30,272,160

369,716
1,187,001

172,758

107,092
52,271
369,716
1,359,759

15,319,597
13,062,355
28,381,952

477,532
52,918
530,450

15,797,129
13,115,273
28,912,402

$

$

Kayenta Township
Statement of Activities
for the Year Ended September 30, 2020

Program Revenues

Expenses
Functions/Program
Primary Government:
Governmental activities:
General government
Public safety
Public works
Culture and recreation
Community development
Airport
Highways and streets
Total governmental activities
Business-type activities:
Solid waste
Total business-type activities
Total primary government

$ 1,470,431
863,078
162,761
136,218
726,054
459,087
399,007
4,216,636

403,147
403,147
$ 4,619,783

Charges for
Services

$

Net (Expense) Revenue and Change in Net Position
Primary Government

Capital Grants
and
Contributions

712,190

$

660,018

Governmental
Activities

Business-Type
Activities

$

$

10,768
25,308

748,266

$

325,388
325,388
1,073,654

660,018

$

660,018

$

(77,759)
(77,759)
(77,759)

(2,808,352)

General revenues:
Sales taxes
Hotel occupancy taxes
Junk food
Unrestricted investment earnings
Miscellaneous
Transfers in (out)
Total general revenues and transfers

(98,223)
(863,078)
(162,761)
(125,450)
(700,746)
(459,087)
(399,007)
(2,808,352)

(77,759)
(77,759)
(2,886,111)

3,077,867
226,928
241,074
24,747
34,074
(144,900)
3,459,790

144,900
146,227

3,606,017

Change in net position

651,438

68,468

719,906

Net position - beginning

27,730,514

461,982

28,192,496

Net position - ending
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(98,223)
(863,078)
(162,761)
(125,450)
(700,746)
(459,087)
(399,007)
(2,808,352)

Total

$

28,381,952

3,077,867
266,928
241,074
26,074
34,074

1,327

$

530,450

$

28,912,402

Kayenta Township
Balance Sheet - Governmental Funds
September 30, 2020

General
Fund
Assets
Cash and cash equivalents
Investments
Accounts receivable
Taxes receivable
Grants receivable
Total assets
Liabilities and Fund Balances Liabilities
Accounts payable
Accrued payroll liabilities
Compensated absences
Unearned revenue
Total liabilities
Fund balances
Unassigned
Total fund balances
Total liabilities and fund balances

Capital
Projects Fund

Total
Governmental
Funds

$

8,776,956
4,131,733
71,636
565,300

$

116,581

$

$

13,545,625

$

577,492
694,073

$

$

56,143
33,824
25,245
8,000
123,212

$

694,073

$

$

13,422,413
13,422,413
13,545,625

$

Reconciliation of the Balance Sheet of Governmental Funds
To the Statement of Net Position
Total governmental fund balances

8,893,537
4,131,733
71,636
565,300
577,492
14,239,698

694,073

750,216
33,824
25,245
8,000
817,285

694,073

$

13,422,413
13,422,413
14,239,698

$

13,422,413

Amounts reported for governmental activities in the statement of net position is different because:
Capital assets used in governmental activities are not financial resources and, therefore,
are not reported in the funds.

15,319,597

Other long-term assets that are not available to pay for current period expenditures and,
therefore, are reported as unavailable revenue in the funds.

9,658

Long-term liabilities are not due and payable in the current period and, therefore, are
not reported in the funds.
Environmental remediation obligation
Net position of governmental activities
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(369,716)
$

28,381,952

Kayenta Township
Statement of Revenues, Expenditures and
Changes in Fund Balances - Governmental Funds
for the Year Ended September 30, 2020

General Fund
Revenues
Sales taxes
Hotel occupancy taxes
Junk food taxes
Lease rentals
Construction permits and fees
Licenses and permits
Penalties and interest
Charges for services
Intergovernmental
Investment earnings
Miscellaneous
Total revenues

$

Total Governmental
Funds
$

680,361

680,361

158,095

3,277,491

91,063
91,145
155,910
480,339
43,343
804,668
2,485,381

91,063
1,048,084
155,910
480,339
43,343
804,668
5,762,872

1,157,161

(1,805,020)

660,818

956,939

(647,859)

1,805,020

$

3,077,454
311,941
241,029
649,765
30,401
20,600
15,686
36,076
680,361
24,747
26,953
5,115,013

1,422,074
861,286
4,393
125,658
726,054

1,422,074
200,468
4,393
125,658
567,959

Revenues over (under) expenditures
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$

24,747
26,953
4,434,652

Expenditures
General government
Public safety
Public works
Culture and recreation
Community development
Capital outlay:
Economic development
Public safety
Public works
Highways and streets
Community Development
Airport
Total expenditures

Other financing sources (uses)
Transfers in
Transfers out
Total other financing sources (uses)
Net change in fund balances
Fund balances, beginning
Fund balances, ending

3,077,454
311,941
241,029
649,765
30,401
20,600
15,686
36,076

Capital Projects
Fund

(1,949,920)
(1,949,920)
(792,759)
14,215,172
13,422,413

1,805,020

$

$

1,805,020
(1,949,920)
(144,900)
(792,759)
14,215,172
13,422,413

Kayenta Township
Reconciliation of the Statement of Revenues, Expenditures
Changes in Fund Balances of Governmental Funds to the Statement of Activities
For the Year Ended September 30, 2020

Changes in fund balances - total governmental funds

$

(792,759)

Amounts reported for governmental activities in the Statement of Activities are different
because:
Governmental funds report capital outlays as expenditures. However, in the
statement of activities, the cost of these assets is allocated over their estimated
useful lives as depreciation expense. This is the amount by which capital outlays
exceeded depreciation expense in the current period

1,546,236

Revenues in the statement of activities that do not provide current financial
resources are not reported as revenues in the funds.
Changes in net position in governmental activities
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(102,039)
$

651,438

Kayenta Township
Statement of Net Position
Proprietary Fund – Solid Waste Transfer Station
September 30, 2020
Assets
Current assets:
Cash and cash equivalents
Investments
Accounts receivable
Total current assets

$

7,782
45,368
13,163
66,313

Liabilities
Current liabilties:
Accounts payable
Accrued payroll liabilities
Compensated absences payable
Accrued interest payable
Capital lease payable, current portion
Total current liabilities

211
4,865
3,712
4,607
107,092
120,487

Noncurrent Current liabilties:
Capital lease payable, current long-term portion
Total liabilities

52,271
172,758

Net position
Net investment in capital assets
Unrestricted
Total net position

477,532
52,918
530,450
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$

Kayenta Township
Statement of Revenues, Expenses and Changes in Net Position
Proprietary Fund – Solid Waste Transfer Station
September 30, 2020

Operating revenues
Charges for services
Rental fees
Total current assets

$

323,223
2,165
325,388

Operating expenses
Current liabilties:
Personnel services
Fringe benefits
Repair and maintenance
Utilities
Vehicle fuel
Landfill dumping fees
Depreciation expense
Other expenses
Total operating expenses

121,917
29,039
19,465
7,766
41,118
105,893
61,248
6,250
392,696

Operating loss before transfers

(67,308)

Non-operating revenue / (expense)
Investment income
Interest expense

1,327
(10,451)

Income (loss) before transfers

(76,432)

Transfers in

144,900

Change in net position

68,468

Total net position, beginning
Total net position, ending
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461,982
$

530,450

Kayenta Township
Statement of Cash Flows
Proprietary Fund – Solid Waste Transfer Station
For the Year Ended September 30, 2020

Cash flows from operating activities:
Receipts from customers
Payments to suppliers and service providers
Payments to employees for salaries and benefits
Net cash used for operating activities

$ 314,407
(188,673)
(147,817)
(22,083)

Cash flows from noncapital financing activities
Transfers from other funds
Net cash provided by noncapital financing activities

144,900
144,900

Cash flows from capital and related financing activities
Principal payments on capital lease
Interest paid on capital debt
Net cash used for capital and related financing activities

(101,825)
(13,210)
(115,035)

Cash flows from investing activities:
Purchase of investments
Interest on investments
Net cash flows from investing activities

(1,327)
1,327

Net change in cash and cash equivalents

7,782

Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

$

7,782

Reconciliation of operating loss to net cash used for
operating activities
Operating loss
Adjustment to reconcile operating loss to net cash used
for operating activities:
Depreciation expense
Increase in accounts receivable
Decrease in accounts payable
Increase in accrued payroll liabilities
Increase in compensated absences payable
Net cash used for operating activities
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$ (67,308)

61,248
(10,981)
(8,181)
1,610
1,529
$ (22,083)

KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
The accounting policies of the Township of Kayenta, Arizona (the Township) conform to
United States generally accepted accounting principles (GAAP) as applicable to municipal
governments. The Governmental Accounting Standards Board (GASB) is the accepted
standard – setting body for establishing governmental accounting and financial reporting
principles. The following is a summary of the more significant policies.
A. Reporting Entity
The Township was established by resolution of the Navajo Nation Council in 1996 to
implement the Kayenta Tribal Sales Tax Project as an outgrowth of the Kayenta Township
Pilot Project (KTPP) established in 1985. The Township is the governmental entity designated
to have jurisdiction over all planning and control of the Kayenta, Navajo Nation (Arizona)
township area. This authority specifically relates to economic development, solid waste,
recreation, fire protection, streets, air transportation, and management and enforcement of
ordinances relating thereto. In 1997, the Township adopted a retail business sales tax
ordinance that has resulted in the assessment and collection of business license fees and a retail
sales tax within the Kayenta Township area. Furthermore, in 1999, the Township approved a
business site leasing ordinance for which lease rentals are received. In 2003, the Navajo Nation
Council graduated the KTPP by recognizing them as a “home-rule municipality.”
The Township’s major operations include the collection and expenditure of funds derived
under the authority of the retail business sales tax ordinance, the business site leasing
ordinance, as well as other funds derived from grants, loans, donations, and a solid waste
transfer station.
The Township is considered a primary government that is governed by a separately elected
Board of Commissioners consisting of five members. It is legally separate from and fiscally
independent of other state and local governments. Furthermore, there are no component units
combined with the Township for financial statement presentation purposes, and it is not
included in any other governmental reporting entity. Component units are legally separate
organizations for which the Township is financially accountable and/or for which the nature
and significance of their relationship with the Township are such that exclusion would cause
the financial statements to be misleading or incomplete.
B. Government-Wide and Fund Financial Statements
The government – wide financial statements (i.e., the statement of net position and the
statement of activities) reports information on all the activities of the primary government.
Governmental activities, which normally are supported by general revenues and charges for
services, are reported separately from business – type activities, which rely to a significant
extent on fees and charges to external customers for support.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
While separate government – wide and fund financial statements are presented, they are
interrelated. The governmental activities column incorporates data from governmental funds,
while business – type activities incorporate data from the Township’s enterprise fund.
Separate financial statements are provided for governmental funds and the proprietary fund.
The fund financial statements provide information about the Township’s funds. Separate
statements for each fund category – governmental and proprietary are presented. The emphasis
of fund financial statements is on major governmental and enterprise funds, each displayed in
a separate column. Major individual governmental and enterprise funds are reported as separate
columns in the fund financial statements.
The Township reports the following major governmental funds:


General fund – the general fund is the Township’s primary operating fund. It accounts
for all governmental financial resources, except those required to be accounted for in
other funds.



Capital projects fund – the capital projects fund is used to account for major capital
acquisition and construction separate from ongoing operating activities.

The Township reports the following major enterprise fund:


Solid waste transfer station – accounts for the Township’s solid waste transfer facility.
At this facility, municipal solid waste is unloaded from customers and collection
vehicles then temporarily held before being loaded onto long – distance transport
vehicles for shipment to landfills or other disposal facilities.

During operations, the Township has activity between funds for various purposes. Any residual
balances outstanding at year end are reported as due from/to other funds. While these balances
are reported in fund financial statements, eliminations are made in the preparation of the
government-wide financial statements. Balances between the funds included in governmental
activities are eliminated so that only the net amount is included as internal balances in the
governmental activities column.
Further, certain activity occurs during the year involving transfers of resources between funds.
In fund financial statements, these amounts are reported at gross amounts as transfers in or out.
While reported in fund financial statements, certain eliminations are made in the preparation
of the government-wide financial statements. Transfers between funds included in
governmental and business-type activities are eliminated so that only the net amount is
included as transfers in the respective governmental and business-type activities column.

Page 23

KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
C. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
The accounting and financial reporting treatment is determined by the applicable measurement
focus and basis of accounting. Measurement focus indicates the type of resources being
measured such as current financial resources or economic resources. The basis of accounting
indicates the timing of transactions or events for recognition in the financial statements.
The government-wide financial statements are reported using the economic resources
measurement focus and the accrual basis of accounting, as are the proprietary fund financial
statements. Revenues are recorded when earned and expenses are recorded when a liability is
incurred, regardless of the timing of the related cash flows. Taxes and rents are recognized as
revenues in the year for which they are levied, or the sale takes place. Any grants and similar
items are recognized as revenue as soon as all eligibility requirements imposed by the provider
have been met.
The governmental fund financial statements are reported using the current financial resources
measurement focus and the modified accrual basis of accounting. Revenues are recognized as
soon as they are both measurable and available. Revenues are available when they are
collectible within the current period or soon enough thereafter to pay liabilities of the current
period. For this purpose, the government considers revenues to be available if they are
collected within 60 days of the end of the current fiscal period. Expenditures generally are
recorded when a liability is incurred, as under accrual accounting. However, any debt service
expenditures, as well as expenditures related to compensated absences, and claims and
judgments, are recorded when payment is due. General capital asset acquisitions are reported
as expenditures in governmental funds. The issuance of long-term debt and acquisitions under
capital leases are reported as other financing sources.
Sales taxes, lease rentals, licenses and permits, and interest associated with the current fiscal
period are all considered to be susceptible to accrual and so have been recognized as revenues
of the current fiscal period. Any expenditure-driven grants are recognized as revenue when the
qualifying expenditures have been incurred and all other eligibility requirements have been
met, and the amount is received during the period or within the availability period for this
revenue source (within 60 days of year-end).
Amounts reported as program revenues include: 1) charges to customers or applicants for
goods, services, or privileges provided, 2) operating grants and contributions, and 3) capital
grants and contributions, including special assessments. Any internally dedicated resources are
reported as general revenues rather than as program revenues. Likewise, general revenues
include all taxes.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
D. Measurement Focus, Basis of Accounting, and Financial Statement Presentation
Proprietary funds distinguish operating revenues and expenses from non-operating items.
Operating revenues and expenses generally result from providing services and producing and
delivering goods in connection with a proprietary fund’s principal ongoing operations.
Revenues and expenses not meeting this definition are reported as non-operating revenues and
expenses.
E. Budgetary Data
Annual budgets are adopted on a basis consistent with generally accepted accounting principles
by a Board of Commissioners resolution each fiscal year for the all funds. For the applicable
level of control, the budget can only be amended by the Board of Commissioners action.
Unspent appropriations in the budgeted funds lapse at the end of each fiscal year unless
approved by the Board of Commissioners for carryover. A reconciliation of final budget to
actual is shown in the statement of revenues, expenditures and changes in fund balance –
budget and actual for the general fund.
For the year ended September 30, 2020, total expenditures did not exceed
appropriations. Actual revenues are lower than budgeted revenues by $333,548 due
to unanticipated circumstances related to COVID-19 Pandemic.
F. Cash and Investments
The Township’s cash and cash equivalents are cash on hand, demand deposits, and short-term
investments with original maturities of three months or less from the date of acquisition.
The Township’s investments policy is to maintain a balance of high quality, diversified
investments to maximize earnings within acceptable levels of credit and interest rate risk
exposure. Investments are composed of certificates of deposit that are readily convertible to a
known amount of cash and carry an insignificant risk of change in value. Investments are
recorded at fair value.
G. Accounts Receivable
Accounts receivable consist of amounts due from customers. Receivables are shown net of an
allowance for uncollectible accounts, as applicable. The allowance is determined by
management considering the collectability of receivables from time to time.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

H. Interfund Receivables and Payables
Activities
between
funds
that
are
representative
of
lending/borrowing
arrangements outstanding at the end of the fiscal year are referred to as due to/from other
funds. These result from timing differences between cash receipts and cash disbursements
between funds. Any residual balances outstanding between the governmental activities and
business-type activities are reported in the government-wide financial statements as internal
balances.
I. Inventories
Inventories of the Township consist of expendable supplies held for consumption and are
recorded as expenses at the time of purchase.
J. Capital Assets and Depreciation
Capital assets, which include buildings; vehicles; property and equipment; land
improvements; at times construction in progress; and infrastructure assets (e.g., roads,
airport runways, sidewalks, and similar items); are reported in the applicable
governmental or business-type activities columns in the government-wide financial
statements. Capital assets, except for infrastructure assets, are defined by the Township as
assets with an initial, individual cost of more than $5,000 and an estimated useful life of
more than one year. For infrastructure assets the minimum useful life is more than two years,
and only those infrastructure projects that cost more than $50,000 are reported as capital
assets. Depreciation on infrastructure and building related assets is started in the fiscal year
after the project is substantially completed.
Capital assets are recorded at historical cost or estimated historical cost if actual historical
cost is not known. Contributed assets are recorded at estimated fair value on the date
received. Additions, improvements, and other capital outlays that significantly extend the
useful life of an asset are capitalized. Costs incurred for repairs and maintenance is expensed
as incurred.
Capital assets acquired by the enterprise fund are capitalized at historical cost or estimated
historical cost if actual historical cost is not available. Depreciation of such assets is charged
as an expense against operations.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Depreciation is computed using the straight-line method. The estimated useful lives used to
depreciate assets, by asset class, are as follows:
Buildings and improvements
Infrastructure
Land improvements
Heavy equipment
Property and equipment
Vehicles

15 to 30 years
15 to 39 years
15 to 39 years
10 years
3 to 12 years
5 years

L. Compensated Absences
Vacation. Compensated absences consist of vacation compensation. Employees may
accumulate up to 104 hours of vacation compensation for one year. Unused annual leave more
than 320 hours at the end of the fiscal year shall be considered forfeited and may not be
accumulated and carried forward to the next succeeding year unless the employee’s request for
leave or vacation is denied, then the employee is eligible for compensation in lieu of actual
leave or vacation. During resignation or termination, employees are entitled to any unused
vacation pay accrued to the date of termination. A liability for accumulated vacation is reported
in the government-wide and fund financial statements.
Sick Leave. Accumulated sick leave lapses when employees leave the employment of the
Township. Upon separation from service no monetary obligation exists.
M. Long-term Obligations
In the government-wide financial statements and proprietary fund types, long-term debt and
other long-term obligations are reported as liabilities in the applicable governmental activities,
business-type activities, or proprietary fund type statement of net position.
N. Environmental Remediation Obligations
The Township accrues for losses associated with environmental remediation obligations when
such losses are probable and reasonably estimable. Accruals for estimated losses are generally
recognized no later than completion of the remedial feasibility study. These accruals are
adjusted as further information develops or circumstances change. Costs of future expenditures
for these obligations are not discounted to their present value; instead they are estimated at
current value using estimates provided by the engineering firm performing the remediation.
Recoveries of costs from responsible and potentially responsible parties are recognized as
assets when their receipt is deemed probable.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
O. Net Position and Fund Equity
Government-wide Financial Statements
Equity is classified in the government-wide financial statements as net position and is
displayed in three components:
Net investment in capital assets - Capital assets including restricted capital assets, net of
accumulated depreciation and reduced by the outstanding balances of any bonds, mortgages,
notes, or other borrowings that are attributable to the acquisition, construction, or improvement
of those assets.
Restricted net position- Net position with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws or regulations of other governments;
or (2) law through constitutional provisions or enabling legislation.
Unrestricted net position - All other net position that does not meet the definition of restricted
or invested in capital assets, net of related debt.
Fund Financial Statements
In the fund financial statements governmental fund equity is classified as fund balance. Fund
balance is further classified as nonspendable, restricted, committed, assigned or unassigned.
Descriptions of each follow:
Nonspendable fund balance - Amounts that cannot be spent because they are either (a) not
in spendable form, or (b) legally or contractually required to be maintained intact.
Restricted fund balance - Amounts restricted by enabling legislation. Also reported if, (a)
externally imposed by creditors, grantors, contributors, laws or regulations of other
governments, or (b) imposed by law through constitutional provisions or enabling legislation.
Committed fund balance - Amounts that can only be used for specific purposes pursuant to
constraints imposed by formal action of the government's highest level of decision-making
authority, the Board of Commissioners. A vote by the Board members is required to establish
and modify or rescind a fund balance commitment.
Assigned fund balance - Amounts that are constrained by the government's intent to be used
for specific purposes but are neither restricted nor committed. The Town Manager is
authorized to assign amounts to a specific purpose in accordance with the Town’s policy.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 1 – SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES
Unassigned fund balance – Residual classification of the general fund. This classification
represents fund balance that has not been assigned to other funds and that has not been
restricted, committed, or assigned to specific purposes within the general fund.
Proprietary fund equity is classified the same as in the government-wide statements.
When both restricted and unrestricted fund balances are available for use, it is the Township’s
policy to consider restricted fund balance to have been depleted before using any of the
components of unrestricted fund balance. Further, when the components of unrestricted fund
balance can be used for the same purpose, committed fund balance is depleted first, followed
by assigned fund balance. Unassigned fund balance is applied last.
P. Income Taxes
The Township and its enterprise are exempt from federal and state income taxation.
Q. Use of Estimates
In preparing financial statements in conformity with accounting principles generally accepted
in the United States of America, management makes estimates and assumptions that affect the
reported amounts of assets and liabilities and disclosures of contingent assets and liabilities at
the date of the financial statements, as well as the reported amounts of revenues and expenses
during the reporting period. Actual results could differ from those estimates.
NOTE 2 – STEWARDSHIP, COMPLIANCE AND ACCOUNTABILITY
Encumbrances – Encumbrance accounting, under which purchase orders, contracts, and other
commitments for the expenditure of monies are recorded to reserve that portion of the
applicable fund balance, is not employed by the Township.
NOTE 3 – DEPOSITS AND INVESTMENTS
At September 30, 2020, the Township’s cash and investments at fair value are as follows:
Cash and cash equivalents:
Cash on hand
Carrying amount of cash deposits

Investments:
Carrying amount of certificates of deposits
U.S. Government Securities
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$

150
8,901,169
$ 8,901,319
$

45,368
4,131,733

KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 3 – DEPOSITS AND INVESTMENTS
Investment income comprises the following for the year ended September 30, 2020:
Net interest income

$

26,074

Custodial Credit Risk – Deposits. Custodial credit risk is the risk that in the event of a bank
failure, the Township’s deposits may not be returned to it. The Township’s deposit policy
requires collateralization of 102 percent of the uninsured portion of the Township’s deposits
with financial institutions. At September 30, 2020, the bank balance was $8,901,319 of which
$500,000 was insured with the FDIC and SIPC coverage, and $8,901,319 was collateralized
with pledged securities held by the Bank of New York Mellon Trust Company, N.A. (the
Custodian) segregated on behalf of the Township. The pledging institution has granted the
Township a security interest in all eligible securities held by the Custodian.
Custodial Credit Risk – Investments. Custodial credit risk for investments is the risk that, in
the event of the failure of the counterparty, the Township will not be able to recover the value
of its investments or collateral securities that are in the possession of an outside party. The
Township’s investment policy requires brokers that obtain investments for the Township to
hold them only to the extent there is FDIC, SIPC, and excess SIPC coverage available. At
September 30, 2020, the investment balance which consisted entirely of certificates of deposit
was $4,177,101 which was entirely insured by the FDIC.
Interest Rate Risk – Investments. Interest rate risk is the risk that changes in market interest
rates will adversely affect the fair value of an investment. Generally, the longer the maturity
of an investment, the greater the sensitivity of its fair value to changes in market interest rates.
As a means of limiting its exposure to fair value losses arising from rising interest rates, the
Township has limited its investment portfolio to maturities of less than five years. The
following table summarizes the Townships interest rate risk, based on the maturity dates of
investment type:

Investment Type
Certificates of deposit
U.S. Government
Securities
Total

Maturities (in Years)
Fair Value
Less than 1
3+
$
45,368 $
$
45,368
$
$

4,131,733 $
4,177,101 $

$

45,368

Fair Value Measurements. The Township categorizes its fair value measurements within the
fair value hierarchy established by generally accepted accounting principles. In determining
fair value, the Township utilizes valuation techniques that maximizes the use of observable
inputs and minimize the use of unobservable inputs, to the extent possible in its assessment of
fair value.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 3 – DEPOSITS AND INVESTMENTS
The fair value hierarchy defines three levels as follows:


Level 1: Valuations based on quoted prices in active markets for identical assets or
liabilities that a government can access at the measurement date. The fair value
hierarchy gives the highest priority to Level 1 inputs.



Level 2: Valuations based on inputs other than quoted prices included within Level 1
that are observable for an asset or liability, either directly or indirectly.



Level 3: Unobservable inputs for an asset or liability. The fair value hierarchy gives
the lowest priority to Level 3 inputs.

The Township has the following recurring fair value measurement as of September 30, 2020:
•
•

Certificates of deposit of $45,368 are valued using Level 1 inputs.
U.S. Government Securities of $4,131,733 are valued using Level 1
inputs.

NOTE 4 – INTERFUND RECEIVABLES, PAYABLES, AND TRANSFERS
The outstanding balances between funds result mainly from the time lag between the dates that
1) interfund goods and services are provided or reimbursable expenditures occur, and (2)
payments between funds are made.
Interfund transfers:
Fund Description
Governmental Funds:
General
Capital Projects
Proprietary Fund:
Solid Waste Transfer Station Fund
Total

Transfers
In
$

1,805,020

Transfers
Out
$ (1,949,920)

144,900
$ 1,949,920 $ (1,949,920)

Transfers are used to (1) move profit distributions from the fund that earned them to the general
fund, and (2) use unrestricted revenues collected in the general fund to subsidize a portion of
operations accounted for in other funds.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 5 – CAPITAL ASSETS
A summary of capital asset activity for the current fiscal year follows:
Governmental Activities:
Capital assets, not being depreciated:
Construction in progress
Total capital assets, not being
depreciated
Capital assets, being depreciated:
Buildings and improvements
Land improvements
Infrastructure
Heavy equipment
Property and equipment
Vehicles
Total capital assets being depreciated
Less accumulated depreciation for:
Building and improvements
Land improvements
Infrastructure
Heavy equipment
Property and equipment
Vehicles
Total accumulated depreciation
Total capital assets, being depreciated, net
Governmental activities capital assets, net

Business-type Activities:
Capital assets, being depreciated:
Buildings and improvements
Machinery and equipment
Heavy equipment
Total capital assets being depreciated
Less accumulated depreciation for:
Building and improvements
Machinery and equipment
Heavy equipment
Total accumulated depreciation
Business-type activities capital assets, net
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Beginning
Balance

Ending
Balance

Increase

Decrease

345,236

$ 453,072

$(190,579)

345,236

453,072

(190,579)

1,690,990
2,662,750
15,688,417
616,453
285,619
355,905
21,300,134

51,474

905,464
2,360,913

1,742,464
2,662,750
17,092,392
616,453
285,619
1,261,369
23,661,047

(581,701)
(657,552)
(5,865,003)
(189,671)
(235,852)
(342,229)
(7,872,008)

(65,898)
(117,155)
(839,705)
(38,111)
(9,767)
(6,535)
(1,077,171)

(647,599)
(774,707)
(6,704,708)
(227,782)
(245,619)
(348,764)
(8,949,179)

13,428,126
$13,773,362

1,283,742
$ 1,736,814

$(190,579)

14,711,868
$15,319,597

Beginning
Balance

Increase

Decrease

Ending
Balance

$

$

433,636
254,317
1,025,855
1,713,808

(202,909)
(189,185)
(623,571)
(1,015,665)
$ 698,143

1,403,975

$

$

(13,528)
(2,311)
(45,409)
(61,248)
$ (61,248) $

$

607,729
607,729

$

433,636
254,317
1,025,855
1,713,808

(216,437)
(191,496)
(668,980)
(1,076,913)
$ 636,895

KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 5 – CAPITAL ASSETS
Depreciation expense was charged to governmental functions as follows:
Governmental Activities:
General government
Public works
Public safety
Culture and recreation
Airport
Highways and streets
Total depreciation expense – governmental activities

$

48,356
399,007
158,368
10,560
459,087
1,793
$1,077,171

Business-type Activities:
Solid waste
Total depreciation expense – business-type activities

$
$

61,248
61,248

Construction Commitments – The Township has numerous active construction projects as
of September 30, 2020. The projects entail building and land improvements, street widening
and improvements, and industrial park development. At year end the Township’s commitments
with contractors are as follows:
Project
Kayenta Wellness Center
Business site development
Vendor village infrastructure
Industrial park improvements
Streetlights and sidewalks
Wetherill Homesite lots development

Remaining
Spent-to-Date Commitment
$
61,746 $
138,042
114,382
217,225
42,103
9,726
117,040
180,644
540,538
34,350
1,265,650

NOTE 6 – CHANGES IN LONG-TERM LIABILITIES
Long-term liability activity for the current fiscal year was as follows:
Beginning
Balance

Additions

Ending
Balance

Reductions

Governmental activities:
Remediation obligation

$

369,716 $

$

$

369,716 $

Business-type activities
Notes from director borrowings

$

261,188 $

$

101,825 $

159,363 $
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Due Within
One Year

107,092

KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 6 – CHANGES IN LONG-TERM LIABILITIES
The sanitation vehicles acquired through direct borrowings entered into in prior years are as
follows:
Governmental
Activities
Asset:
Vehicles
Less: Accumulated depreciation
Total

$
$

421,910
(85,467)
336,443

Debt service requirements on long-term debt at September 30, 2020, are as follows:
Year Ending
2021
2022

Principal
$
107,092
52,271
$
159,363

Interest
$
7,943
2,399
$
10,342

Total
Payment
$ 115,035
54,670
$ 169,705

The outstanding notes from direct borrowings related to business-type activities of $159,363
are collateralized by security interests constituting a first lien on the vehicles. The notes contain
a provision that in an event of default, the lender shall have the right to take one or any
combination of the following actions:


With or without terminating the contract, declare all contract payments payable to the end
of the then current budget year to be immediately due and payable.



With or without terminating the contract, require the redelivery and transfer of title of the
vehicles to the lender within 15 days after default.

NOTE 7 – DEFINED CONTRIBUTION PLAN
The Township sponsors a defined contribution pension plan under section 401(k) of the Internal
Revenue Code covering all full-time employees who have met certain eligibility requirements. The
plan is administered by the Kayenta Township.
Benefit terms, including contribution requirements are established and may be amended by the
Board of Commissioners. For each participant in the pension plan, the Township is required to
make a Safe Harbor matching contribution equal to 100 percent of the participant’s elective
deferral not to exceed 4 percent of the participant’s compensation (limited by certain IRS
percentages), to an individual employee account. Eligible employees may contribute to the plan
on a tax deferred basis, subject to maximum contribution limits provided by the Internal Revenue
Code. For the year ended September 30, 2020, employee contributions totaled $15,541, and the
Township recognized pension expense of $14,613.
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KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 7 – DEFINED CONTRIBUTION PLAN
Employees are immediately vested in their own contributions and earnings on those
contributions as well as any employer Safe Harbor matching contributions. Forfeitures are used
to reduce employer matching contributions. For the year ended September 30, 2020, there were
no forfeitures to the plan.
NOTE 8 – MANAGEMENT AND COLLECTION OF LEASE RENTAL REVENUE
The Township receives quarterly lease rental payments from the Navajo Nation based on site
leasing agreements for businesses located within the Kayenta Township. These lease
agreements are between the lessee and the Navajo Nation. Separately, the Navajo Nation has
an agreement with the Township stipulating that the payments received by the Navajo Nation
from these lessees will be remitted quarterly to the Township less a 3% administrative fee.
Lease rental revenue recorded by the Township during the fiscal year ended September 30,
2020 was $652,226 of which $396,933 was quarterly payments received from the Navajo
Nation. Because the Township is unable to reliably estimate the future expected cash flows of
these operating leases held by the Navajo Nation, a schedule of minimum future rentals for the
cash flows is not presented in these financial statements.
Additionally, the Township, as a lessor, has site leasing rentals under operating agreements
with businesses located within the Township. The leases have terms of 3 to 99 years with most
being 25-year leases. In most cases, management expects that in the normal course of business,
leases will be renewed or replaced by subsequent leases. Lease rental revenue recorded by the
Township on these leases during the fiscal year ended September 30, 2020 was $255,294, of
which $58,950 represents contingent rental payments.
The following is a schedule by years of minimum future rentals on these noncancelable
operating leases as of September 30, 2020:
Year Ending September 30,
2021
2022
2023
2024
2025
Later years
Total minimum future rentals
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Amount
264,000
252,000
253,000
239,000
241,000
1,926,000
$ 3,175,000

$

KAYENTA TOWNSHIP
NOTES TO FINANCIAL STATEMENTS
SEPTEMBER 30, 2020
NOTE 9 – COMMITMENTS AND CONTINGENCIES
The Township at times participates in federal and state funded programs governed by various
rules and regulations of the grantor agencies. Costs charged to the respective programs are
subject to audit and adjustment by the grantor agencies. Therefore, to the extent that the
Township has not complied with the rules and regulations governing the grants, refunds of
grant funds received may be required and the collectability of any related receivables at
September 30, 2020, may be impaired. In the Township’s opinion, there are no significant
contingent liabilities relating to compliance with the rules and regulations governing the
respective grants; therefore, no loss provision has been recorded in the accompanying basic
financial statements.
Gain Contingencies – At any point in time, the Township may have numerous tax
examinations in progress. Assessment gains from these examinations are not reasonably
estimable and therefore, are not reflected in these financial statements.
NOTE 10 – POLLUTION REMEDIATION OBLIGATION
In September 2014, the Township removed from service five, 5,000 gallon each, underground
storage tanks (UST’s) at a site located at U.S. Highway 160 in Kayenta. The tanks, dispensers,
and product piping were removed and transported from the site later that month.
The removal activities indicated a release of petroleum products that impacted the soils beneath
the tank hold and dispenser islands. Laboratory results detected soil contamination with
elevated levels of benzene, toluene, ethyl benzene, lead, and petroleum hydrocarbons. A site
assessment was performed in June 2015 in which exploratory boreholes showed soil
contamination at depths from four to forty feet around the former tank hold and dispensers.
Based on that analysis, an environmental services firm submitted a corrective action plan to
the Township in October 2015 proposing remedial cleanup of the site.
The contractor provided an estimate for the remedial action to the Township in the original
total amount of $728,141. Because the Township records losses associated with environmental
remediation obligations when such losses are probable and reasonably estimable, the
obligation is accrued in the government-wide financial statements as a long-term liability.
Additionally, the Township has determined that, at the date of these financial statements, it is
unable to recover damages from any related or potentially related party.
In fiscal year 2020, the Township did not pay any remediation costs and the liability remains
at the prior year amount of $369,716. Engineers have noted it is possible that nearly all
available petroleum has been removed from the site. The residual petroleum will continue to
degrade due to the natural bacteria in the soil and the availability of oxygen.
The valuation of the liability is evaluated annually. Management has determined that at year
end there is no basis to adjust the original estimated remediation obligation at this time.
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NOTE 11 – RISK MANAGEMENT
The Township is exposed to various risks of loss related to torts; theft of, damage to, and
destruction of assets; error and omissions; injuries to employees; and natural disasters. The
Township carries commercial insurance obtained through the Navajo Nation Risk
Management Program for all such risks of loss, including workers’ compensation insurance.
Settled claims due from the Township resulting from these risks have not exceeded commercial
insurance coverage in any of the past three fiscal years. The Township is insured by the Navajo
Nation Workers Compensation Insurance Program for potential related accidents to
employees.
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Kayenta Township
General Fund
Schedule of Revenues, Expenditures, and
Changes in Fund Balances - Budget and Actual
for the Year Ended September 30, 2020
Budgeted Amounts

Revenues
Sales taxes
Hotel occupancy taxes
Junk food taxes
Lease rentals
Construction permits and fees
Licenses and permits
Penalties and interest
Charges for services
Investment earnings
Miscellaneous
Total revenues
Expenditures
General government and support
Public safety
Public works
Culture and recreation
Community development
Capital outlay:
Public safety
Total expenditures
Revenues over (under) expenditures

Fund balances, beginning of year
Fund balances, end of year
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Variance with
Final Budget

Original

Final

$ 3,000,000
600,000
300,000
750,000
45,000
15,000
6,000
50,200
2,000

$ 3,000,000
600,000
300,000
750,000
45,000
15,000
6,000
50,200
2,000

4,768,200

4,768,200

3,077,454
311,941
241,029
649,765
30,401
20,600
15,686
36,076
24,747
26,953
4,434,652

2,137,651
305,446
9,000
481,120
1,172,970

1,881,293
297,445
9,000
133,918
961,124

1,422,074
200,468
4,393
125,658
567,959

459,219
96,977
4,607
8,260
393,165

982,229
5,088,416

982,229
4,265,009

956,939
3,277,491

25,290
987,518

503,191

1,157,161

653,970

(320,216)

Other financing sources (uses)
Transfers out
Total other financing sources (uses)
Net changes in fund balances

Actual
Amounts

(320,216)

503,191

$

$

77,456
(288,059)
(58,971)
(100,235)
(14,599)
5,600
9,684
(14,124)
22,747
26,953
(333,548)

(1,949,920)
(1,949,920)

(1,949,920)
(1,949,920)

(792,759)

(1,295,950)

8,143,515

7,318,315

14,215,172

6,896,857

$ 7,823,299

$ 7,821,506

$ 13,422,413

$ 5,600,907

REPORT ON INTERNAL CONTROL AND ON COMPLIANCE
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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
Independent Auditor’s Report
Kayenta Township Commission
Kayenta Township
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 the
governmental activities, the business-type activities, and each major fund of Kayenta Township,
as of and for the year ended September 30, 2020, and the related notes to the financial statements,
which collectively comprise Kayenta Township’s basic financial statements, and have issued our
report thereon dated February 24, 2022.
Internal Control Over Financial Reporting
In planning and performing our audit of the financial statements, we considered Kayenta
Township’s internal control over financial reporting (internal control) as a basis for designing 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 Kayenta Township’s internal control. Accordingly, we do not express an opinion
on the effectiveness of Kayenta Township’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
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 and therefore, material weaknesses or significant
deficiencies may exist that were not identified. We did identify a certain deficiency in internal
control, described in the accompanying schedule of findings and responses as item FS-2020-001
that we consider to be a material weakness.
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Compliance and Other Matters
As part of obtaining reasonable assurance about whether Kayenta Township’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 financial statements. 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.
Kayenta Township’s Response to Finding
Kayenta Township’s response to the finding identified in our audit is described in the
accompanying schedule of findings and responses. Kayenta Township’s response was not
subjected to the auditing procedures applied in the audit of the financial statements and,
accordingly, we express no opinion on the response.
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.

Heinfeld, Meech & Co., P.C.
Flagstaff, Arizona
February 24, 2022
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KAYENTA TOWNSHIP
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2020
FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
Finding Number: FS-2020-001
Repeat Finding: No
Type of Finding: Material Weakness
Description: Internal Controls Over Accounting Records and Revenue
CRITERIA
Management is responsible for establishing and maintaining internal controls over revenue to
ensure accurate, reliable data, and that revenues are reported properly in the general ledger.
CONDITION
The Township’s management did not have adequate internal controls in place over the recording
of revenues. While the Township’s management and staff have an understanding of budgetary and
general ledger controls, sufficient internal controls over the recording of revenues in the GAAP
basis financial statements were not sufficient to ensure that all revenues earned in the fiscal year
were reported.
CAUSE
Adequate internal controls over revenue posting and financial statement review were not in place
to ensure that the Township’s financial statements were free from material misstatement.
EFFECT
Revenues in the Solid Waste Fund were misstated by a material amount. Adjustments were
necessary to properly present the Township’s financial statements in both the General Fund and
the Solid Waste Fund.
CONTEXT
Sales tax revenue of $197,678 in the General Fund and charges for services of $17,054 in the Solid
Waste Fund were not initially recorded in Township’s general ledger or draft financial statements.
RECOMMENDATION
The Township should design and implement effective internal control procedures to ensure that
all revenues earned during the fiscal year are appropriately recorded in the general ledger and
financial statements.
VIEWS OF RESPONSIBLE OFFICIALS
The Township is responsible for maintaining internal controls over revenue and report properly
into the general ledger and financial statement. The Township is not able to maintain a perfect
segregation of duties because there are three positions in the accounting department. Currently,
two of those positions are filled. The Accounts Maintenance Specialist position was vacated at
the end of May 2021. As of today, February 10, 2022, the AMS position is still vacant.

Page 45

KAYENTA TOWNSHIP
SCHEDULE OF FINDINGS AND RESPONSES
YEAR ENDED SEPTEMBER 30, 2020
FINDINGS RELATED TO FINANCIAL STATEMENTS REPORTED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS
Finding Number: FS-2020-001
The Township has implemented the following controls:
•
•
•

•
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Ensure that all deposits are recorded in the correct year and account.
Reconcile and balance all accounts at the end of the month.
Currently, all cash receipts are recorded and deposited by the Accounts Payable/Payroll
Technician who does not have unrestricted access to the accounting records. Since the
AMS position is still vacant, the AP/Payroll Tech has access to the AR module
accounts. Once position is filled, AMS will only have access to the AR module.
Cash receipts are deposit intact daily.

