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April 25, 2018 
 
 
Rick Rosenberg, Mayor 
Santa Clara City 

 and 

Santa Clara City Council 
 
 
Dear Mayor Rosenberg and Council Members: 
 
The Office of the State Auditor has a hotline program through which we receive complaints with 
financial or compliance implications related to state and local governments.  We received a 
complaint alleging that an employee of Santa Clara City (“City”) owned an outside business, 
which the employee allegedly operated on City time, with City resources, and/or by using the 
employee’s position with the City to promote the business. The complaint further stated that the 
employee did not disclose the conflict of interest in a timely manner.  
 
We gathered information from all involved parties and reviewed relevant documentation as 
necessary.  We appreciate the cooperation received in this matter from both the City and the 
employee, who has since terminated her employment with the City.   
 
The results of our investigation are included in the attached findings and recommendations 
section of this report. 
 
Our procedures were more limited than would be necessary to express an opinion on any of the 
items referred to above or to express an opinion on the effectiveness of the City’s internal control 
or any part thereof.  Accordingly, we do not express such opinions.  Had we performed 
additional procedures or had we conducted an audit of the effectiveness of the City’s internal 
control, other matters might have come to our attention that would have been reported to you. 
 
By its nature, this report focuses on exceptions, weaknesses, and problems.  This focus should not be 
understood to mean there are not also various strengths and accomplishments.  We appreciate the 
courtesy and assistance extended to us by the personnel of the City during the course of the 
engagement, and we look forward to a continuing professional relationship. If you have any questions, 
please feel free to contact Leslie Larsen, Audit Supervisor, at 801-538-1348 or leslielarsen@utah.gov.  
 
 
 
Office of the State Auditor 
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BACKGROUND 
 

In early 2014, a Santa Clara City (City) employee (Employee) verbally informed her 
supervisors that she had begun an outside business venture to develop software designed to 
assist municipalities to track building inspections and other tasks (Software).  When 
sufficiently complete, the Software was used by the City at no charge for a period of time.  In 
late 2014, City personnel asked Employee to gather and provide comparison information, 
including pricing, between Software and other competitive products. Employee asked her 
private business partners to create a comparison document which presented cost, as well as 
various features, of all competing software products.  The City Council relied on this 
comparison document when it approved the formal contract for use of Software in December 
2014.   
 
Due to insufficiently detailed time records, we were unable to substantiate, other than a few 
minor instances, that Employee operated her private business on City time or used City 
resources. Employee voluntarily terminated her employment with the City in August 2017. 
 

FINDINGS AND RECOMMENDATIONS 
 

1. CONFLICT OF INTEREST NOT PROPERLY RECOGNIZED OR DISCLOSED 
 
The City did not ensure that proper disclosure of Employee’s outside business interest was 
made to the City.  Several City personnel confirmed that Employee had verbally disclosed her 
secondary employment and business interest and, in February 2015 (which was after the 
contract decision), had provided written disclosure of secondary employment to her 
supervisors in accordance with City policy section VII.14.  However, these disclosures did not 
satisfy the requirements of Utah Code 10-3-1307 of the Municipal Officers’ and Employees’ 
Ethics Act, which required Employee to publicly disclose her business interest to the governing 
body immediately prior to the body’s discussion of matters related to the business since 
Employee had not previously filed a sworn disclosure with the mayor.  The public disclosure 
must also be entered in the minutes of the meeting.  Neither the audio recording nor the written 
minutes of the December 2014 City Council meeting reflect such a public disclosure.  In 
addition, we spoke with several City Council members who do not recall being aware that 
Employee was involved in the business at the time.   
 
Furthermore, due to Employee’s improperly disclosed interest in the Software business, as well 
as the problems with the procurement process discussed in Finding No. 2, Employee was 
allowed the ability to have influence over the procurement process.  When employees who 
have a personal interest are allowed to influence the procurement process, there is an increased 
risk of fraud, waste, or abuse. 
 
City personnel who were aware of Employee’s business interest should have ensured that the 
conflict was properly disclosed to the governing body and should not have allowed Employee 
to have influence over the procurement process.   
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Recommendations: 
 
We recommend that the City: 

 Re-procure the City’s contract for building inspection software to ensure the City 
has obtained a fair price for the software and services. 

 Educate its employees on the importance of compliance with Utah Code 10-3 Part 
13, Municipal Officers’ and Employees’ Ethics Act and ensure proper disclosure 
of conflicts of interest. 

 Ensure employees with a conflict of interest are not allowed to have influence over 
the procurement process.   

 
 

2. IMPROPER PROCUREMENT OF INSPECTION SOFTWARE 
 
We reviewed the procurement process and resulting contract for the City’s use of Software, as 
well as the City’s written Purchasing Procedural Guide.  It should be noted that, although the 
City does have a written Purchasing Procedural Guide, because it has not formally established 
its own procurement code by ordinance, the City is also subject to the Utah Procurement Code, 
as required by Utah Code 63G-6a-103(49)).  We determined the following: 

 The contract should have been procured through a formal process. Employee 
informally gathered and provided comparison data, including pricing, between 
Software and other competitors; however, according to the City’s Purchasing 
Procedural Guide, products and services valued at $10,000 should normally be 
procured through a formal bidding process.  The contract was for a term of three years 
and the total value of the contract exceeded $10,000.  As a result, the City is in 
noncompliance with their Purchasing Procedural Guide. 

 The City did not retain documentation of the informal quotes obtained by Employee.  
As a result, we were unable to verify that the competitor’s pricing information included 
in the comparison document, which was created by Employee’s business partners and 
relied upon by the City Council to make the contract decision, was accurate and for 
comparable product and service.  Failure to retain the documentation violates both Utah 
Procurement Code and the City’s record retention schedule. 

 The contract would have been more properly procured through a request for proposal 
(RFP) process.  Based on our review of the applicable City Council meeting minutes 
and the comparison document, it appears that the Council also considered some 
subjective evaluation criteria, such as “user-friendly platform,” when making the 
contract decision.  According to Utah Procurement Code, if an entity uses subjective 
criteria to make contract decisions, an RFP process should be followed. 

 Because the comparison document was prepared by one of the vendors competing for 
the contract and included all vendors’ quote amounts, it was improper for the City 
Council to rely on the comparison document to make the contract decision.  However, 
it appears the City Council was not aware that the comparison document was created by 
one of the competing vendors.  This situation illustrates the importance of following 
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appropriate procurement policy and Utah Procurement Code, where applicable, as well 
as proper recognition and disclosure of potential conflicts of interest, as discussed in 
Finding No. 1. 

Procurement policies ensure transparency, fair and equitable treatment, and increased 
competition, which results in increased economies.  When an entity fails to comply with proper 
procurement policies and practices, it creates increased risk of fraud, waste, and abuse. 
 
Recommendations: 
 
We recommend that the City: 

 Ensure all procurement is in compliance with Utah Procurement Code and City 
procurement policy.  

 Retain all procurement documentation in compliance with Utah Procurement 
Code and the City’s record retention policy. 

 Ensure that the appropriate procurement method, such as RFP, is used for all 
procurement transactions. 

 Educate all City personnel on the importance of adhering to proper procurement 
policies and procedures, as well as recognizing and disclosing potential conflicts of 
interest. 
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Auditor’s Concluding Remark 
 
The City’s response to finding No. 2 (see attached) demonstrates a failure to understand what 
constitutes proper government procurement. It is the governing body’s duty to ensure proper 
use of public funds, which includes compliance with procurement law. 
 
State of Utah Division of Purchasing reviewed the contract and concurs that the contract is for 
a period of three years. While the City argues that the City Council had only approved the 
contract for a portion of that period for which that aggregate value was below the procurement 
threshold, the historical actions of the City indicate that was a meaningless time limit. As such, 
the City’s argument appears to be rationalizing actions that constitute divided procurement, or 
“bid-splitting,” as prohibited by Utah Code 63G-6a-2404.3. To split the three-year contract into 
smaller purchases, the City would have improperly circumvented the procurement threshold 
specified in its own procurement policy. 
 
Regardless of the City’s compliance or noncompliance with its own procurement policy, the 
inability of the City to provide documentation of a competitive procurement process 
nonetheless presents a violation of Utah Procurement Code. 

 



Attachment A








