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Report No. INTT25SP

July 28, 2026

Mayor Greg Harrigan and Interlaken Town Council
P.O. Box 1256
Midway, UT 84049

Dear Mayor Harrigan and Members of the Council:
The Office of the Utah State Auditor (Office) operates a hotline program through which we receive
complaints with financial or compliance implications related to state or local governments. The Office

received a complaint pertaining to Interlaken Town (Town). This complaint included allegations of
excessive pay and favoritism during the procurement of services for the Town.

To determine the credibility of these allegations, we performed the following procedures for the period
July 2024 through January 2026 unless otherwise noted:

1. Examined the compensation history from 2017 through January 2026 and verified Town Council
approval for certain contracted employee pay increases;

2. Reviewed procurement records related to the contract for the Town’s public works manager;

3. Evaluated the contracts with and invoices submitted by the Town’s Public Works Manager and
his company;

4. Reviewed applicable Town Council meeting minutes and performed inquiry with elected Town
officials.

The findings portion of this letter communicates three findings and recommendations to the Mayor
and Town Council.

Our procedures were limited to matters related to the complaint. As such, we did not perform a
comprehensive review of all financial activity of the Town. Had we performed additional procedures,
other matters may have come to our attention that would have been reported to you.
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We appreciate the courtesy and assistance extended to us by the Town. We look forward to a
continuing professional relationship. If you have any questions, please contact me.

Sincerely,

WAV

Tina M. Cannon
Utah State Auditor

UTAH STATE CAPITOL, SUITE 260, SALT LAKE CITY, UT 84114, (801) 538-1025
2



Office of the Utah State Auditor Interlaken Town
Report No. INTT25SP

Background

Interlaken Town, established in 2015, operates under the Five-Member Council form of government
with the mayor filling one seat. The Town maintains minimal staffing by contracting out its town
administrator and public works manager positions. Transparent Utah! compensation records indicate
that the current Town Administrator (referred to as the Town Clerk prior to 2022) has been with the
Town since at least 2017. The Public Works Manager, hired in 2024, owns his own excavation company
that has regularly performed work for the Town since at least 2023.

! Transparent.utah.gov
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Findings and Recommendations

Finding 1. Improper Procurement of Town Services

The Town’s procurement process to contract for the town administrator and public works manager

positions did not comply with various provisions of Utah Code 63G-6a, Utah Procurement Code

(Code). The Town indicated they “hired” for these positions, however, the facts indicate these two

positions are contractor-vendor relationships rather than employer-employee relationships. We

found the following problems:

The Town has issued a new annual contract to the same individual each year since at least
2017 to fill the role initially as town clerk and later as town administrator without following
any established procurement process. This has resulted in the improper procurement of
services.

The Town’s October 2024 local newspaper posting for the public works manager indicated it
was a contract position; however, it was placed in the “Help Wanted” section of the
newspaper and was more consistent with a job advertisement than a procurement notice. As
a result, the advertisement did not contain all required information,? such as instructions for
submitting the bid or proposal, the deadline for doing so, detailed criteria regarding how the
submission would be evaluated, the time and manner in which the submission would be
opened, or the terms and conditions intended to be in the resultant contract. The
advertisement also did not comply with public notice requirements found in Utah Code 63G-
6a-112.3

The Town executed a contract in the name of the company owned by the public works
manager instead of the individual himself. This appears to have caused confusion or
misunderstanding about what was procured and covered in the contract and has led to
improper procurement of additional public works services as follows:

o The public works manager contract includes management services of the Town's
roads, water system, building permits, etc., but it does not cover actual performance
of such duties by his company. However, since 2023 the Town has regularly hired the
company to perform infrastructure repair and maintenance projects, including water
system upgrades and replacements. No procurement process was followed for these

2 It is unclear whether the Town was attempting to issue an invitation for bids, which is subject to requirements found in
Utah Code 63G-6a-603, or a request for proposals, which is subject to Utah Code 63G-6a-703

3 Utah Code 63G-6a-112 requires that a procurement notice be posted for at least seven days on the main procurement
website for the Town or on a state website that is owned, managed by, or provided under contract with, the Utah Division
of Purchasing for posting a public procurement notice.
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services either before or after contracting with the Public Works Manager. It is clear
that these services are not covered under the public works manager contract as the
services have been billed at a different rate than the contract stipulates and the
contract contains no clause regarding use/rental of equipment, supplies and materials
needed to perform such duties, the use of additional laborers, and other such
elements, all of which have been charged to the Town by the company.

o In 2024, the company was hired to perform emergency water infrastructure repairs.
Under certain circumstances, Code allows for the procurement of emergency services
without following a standard procurement process provided specific documentation is
posted on the procurement unit’s website within 14 days of the emergency
procurement.* However, the Town did not issue a contract for the emergency work
and did not post the required documentation. Again, the public works manager
contract does not cover these types of services for the reasons stated above.

e A new annual contract for the public works manager, again in the name of his company
instead of the individual himself, was issued in November 2025 without any further
procurement activities. This has continued the improper procurement of services.

These problems occurred because the Town was unaware they are subject to Code and did not have
its own written procurement policy (see Finding 3). Improper procurement practices increase the risk
of collusion, bias and favoritism when selecting a contractor. Further, the Town risks noncompliance
with Internal Revenue Service rules regarding employment versus independent contractor as
discussed in Finding 2 which could result in penalties for the Town.

Recommendation:
In coordination with the recommendation in Finding 2, we recommend that the Town:

e Assoon as practicable, cancel the existing town administrator and public works manager
contracts and re-procure the services in compliance with Code and Town procurement policy
(see Finding 3), or

e Hire traditional employees to fill these roles according to the Town’s personnel policies and
procedures.

e Review the public works manager position to determine whether the Town is seeking to hire
an individual to perform management duties or a company to perform public works projects

4 Utah Code 63G-6a-803(3)(b) requires (i) a written document describing the specific emergency that necessitated the
emergency procurement; (ii) the name of the highest-ranking government official that approved the emergency
procurement; and (iii) each written contract related to the emergency procurement.
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or a combination of these two options. Depending on the determination, the Town should
also be aware of potential implications and disclosure requirements found in Utah Code 10-3
Part 13, Municipal Officers’ and Employees’ Ethics Act.

e Complete procurement training and review resources provided by the Utah Division of
Purchasing to various types of public entities at purchasing.utah.gov/training/for-agencies-
training/.

e Procure all future goods and services in accordance with Code and Town procurement policy.

Finding 2. Possible Noncompliance with Internal Revenue Code

In addition to the procurement issues addressed in Finding 1 regarding the town administrator and
public works manager positions, the nature of these employment relationships indicates potential
noncompliance with the Internal Revenue Code. According to IRS Publication 15-A, an ongoing,
indefinite relationship with a worker generally signifies employment rather than independent
contracting. The Town Administrator has been with the Town since at least 2017, and his role has
expanded significantly during that time. It also appears that the Town expects that the public works
manager relationship will continue beyond a specific project or period. As a result, the Town’s
treatment of these positions as contracted employees or vendors may be in noncompliance with
Internal Revenue Code and IRS Publication 15-A.

The Town appeared to be unaware of all relevant considerations when making the decisions to
contract the administrator and public works positions. Misclassifying employees could result in
violation of Internal Revenue Code and has significant employment tax implications.

Recommendation:
We recommend that the Town:

e Consult with legal counsel and review relevant Internal Revenue Code and IRS Publication 15-
A to determine whether the town administrator and public works manager should be
classified as traditional employees rather than independent contractors.

e In coordination with the recommendations in Finding 1, review the public works manager
position to determine whether the Town is seeking to hire an individual to perform
management duties or a company to perform public works projects or a combination of these
two options. Depending on the determination, the Town should also be aware of potential
implications and disclosure requirements found in Utah Code 10-3 Part 13, Municipal Officers’
and Employees’ Ethics Act.
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Finding 3. Lack of Written Procurement Policy

The Town does not have a written procurement policy. Utah Code 63G-6a-103(48) specifies that a
municipality is subject to the Utah Procurement Code in its entirety unless the municipality has
adopted its own procurement code by ordinance. The Town has not adopted its own procurement
code by ordinance and is, therefore, subject to Utah Procurement Code. However, additional written
policy is still advised as the Code does not address all potential procurement-related issues or
requirements, such as dollar thresholds for various procurement types or instructions for obtaining
and documenting competitive quotes for small purchases, etc. The lack of written policy likely
contributed to the procurement problems noted in Finding 1.

Recommendation:

We recommend that the Town either:
e Adopt its own comprehensive procurement code by ordinance, or
e Adopt a supplemental procurement policy to address specific details that the Code does not
address and other matters the Town deems necessary.
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Town’s Response



‘ Interlaken Town
a P.O. Box 1256
k Midway, UT 84049

435) 565-3812

July 21, 2026
TO: Tina M. Cannon, Utah State Auditor

RE: Utah State Auditor Report No. INTT25SP

Dear State Auditor Cannon,

Attached, you’ll find Interlaken Town’s response to State Auditor report No. INTT25SP.
Please contact me with any additional questions or comments.

Sincerely,

Il

Gregory Harrigan

Interlaken Town Mayor

Interlaken Town Response, State Auditor Report No. INTT25SP, July 21, 2026 Page 1



‘ Interlaken Town
a P.O. Box 1256
‘ Midway, UT 84049

435) 565-3812

Interlaken Town Response to State Auditor Report No. INTT25SP

Finding 1. Improper Procurement of Town Services, and
Finding 3. Lack of Written Procurement Policy

The town understands that the absence of a written procurement policy can lead to issues
regarding transparency and uncertainty as to the process of hiring and contracting vendors
to perform town functions, such as town administration, management of the town’s
utilities and infrastructure, and work performed on these systems. The findings of the
auditor’s report, “Improper Procurement of Town Services” and “Lack of Written

Procurement Policy” would be addressed in the coming months as the town develops and

adopts a written procurement policy. Development and approval of the procurement policy
will at minimum take 90 days to draft and adopt. Due to the importance and weight of the
auditor’s report, the town feels a minimum 90-day timeframe to draft, discuss, complete a
review with the town attorney, and adopt a procurement policy is not unreasonable. The
town council meets monthly, and with summer travel schedules and holidays, it would be
pressed to complete this task in a shorter timeframe.

As a first step in addressing specific issues presented in the auditor’s report, the town’s
approach towards procurement would likely include the following elements for discussion
and adoption of the policy:

Rebid the contracts for the following work:
e Town Administrator Contract — hourly rate
e Public Works Manager Contract - hourly rate
e Excavation and Utilities Professional Services Contract — based on time and
materials

Note that the work performed on the town’s infrastructure, for example excavation and
repair of systems, would be bid out separately from tasks associated with the oversight
duties of the town’s public works manager. The above bids would be presented to the
council for review and approval at a public meeting. The approved bids will remain in place
for 2 years at which time the process will be re-opened for bidding. The bidding process
would begin within 60 days of the council’s adoption of a procurement policy.

The town will set a small purchase threshold for town projects. Projects under this
threshold may be approved by the Town Administrator or Mayor and would be assigned to
the company awarded the Excavation and Utilities Professional Services Contract.

Interlaken Town Response, State Auditor Report No. INTT25SP, July 21, 2026 Page 2
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a P.O. Box 1256
k Midway, UT 84049
435) 565-3812

For larger projects, with a threshold exceeding the small purchase threshold, the projects
will be individually bid out, reviewed and approved by the town council.

Finding 2. Possible Noncompliance with Internal Revenue Code

The auditor’s report references IRS Publication 15-A in finding a possible noncompliance
issue with use of vendor services. The town and our attorney have reviewed this publication
and believe the contract positions for town administrator and public works manager are
compliant with regulations governing hiring of vendors. Both these positions do not receive
additional benefits from the town beyond the contracted hourly wage. Neither position is
given an office, a vehicle, equipment, additional training, or reimbursed for expenses
related to job performance. Both positions have significant investment in equipment,
supplies, office space, utilities, and other necessary expenses in order to conduct their
business.

Interlaken Town Response, State Auditor Report No. INTT25SP, July 21, 2026 Page 3
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Auditor’s Concluding Remarks

Based on the complete guidance and criteria contained in IRS Publication 15-A, the Office continues to
have concerns that the Town Administrator and Public Works Manager positions may be misclassified
as independent contractors. While the Town's response discusses certain factors that may support
independent contractor status, IRS Publication 15-A requires that worker classification be determined
by evaluating the totality of the relationship under the behavioral control, financial control, and
relationship-of-the-parties’ factors. No single factor is determinative, and the absence of employee
benefits, office space, equipment, or expense reimbursement does not, by itself, establish independent
contractor status.

As noted in our report, both positions appear to involve ongoing, indefinite relationships that are
integral to the Town's core governmental operations. These and other relevant factors, when
considered collectively, continue to raise concerns regarding the appropriateness of the current
classifications. Accordingly, our recommendation remains that the Town consult with qualified legal
counsel and carefully evaluate the positions using the complete guidance contained in IRS Publication
15-A and other applicable Internal Revenue Service authorities to determine whether the positions
should be classified as employees rather than independent contractors.
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