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APPLICATION:

This Compliance Audit Guide does not apply to state departments or agencies. This guidance applies to audits of
counties, cities, towns, school districts, charter schools, other local governments, and all nonprofit organizations
that receive at least 50% of their funds from federal, state, or local government entities.

Compliance audits and attestation engagements usually are performed in conjunction with a financial statement
audit. Accordingly, Statement on Auditing Standards No. 117, Compliance Audits, effective for compliance
audits for fiscal periods ending on or after June 15, 2010, is applicable when an auditor performs a compliance
audit in accordance with 1) generally accepted auditing standards, 2) the standards for financial audits under
Government Auditing Standards, and 3) this Compliance Audit Guide. When an auditor is engaged to perform
agreed-upon procedures to assist users in evaluating an entity’s compliance with specified requirements (as
required by Appendix C-5 and Appendix C-6 of this Compliance Audit Guide), Statement on Standards for
Attestation Engagements No. 10, Compliance Attestation, applies.

In prior years, the State Legislature has amended the audit requirements in Utah Code 51-2a. These amendments
added several new requirements to those previously in the law. See also Utah Administrative Code Rule R123-5,
“Audit Requirements for Audits of Political Subdivisions and Nonprofit Organizations”; a copy is reproduced as
Appendix C-4 in this Compliance Audit Guide.

First, the law requires the filing of financial reports with the Office of the Utah State Auditor by all nonprofit
organizations that received at least 50% of their funds from federal, state, or local government entities, as a
condition for receiving such aid. Nonprofit organizations are not required to report on general state requirements
and nonmajor state grants. Many charter schools have also been established as nonprofit organizations. However
charter schools are also considered public schools and certain general state requirements apply. For example, the
principles of the following general state requirements are pertinent to a charter school depending on how the
charter school was created, or how the charter school is operated and managed: cash management, purchasing,
budgetary compliance, Utah Retirement System compliance, and other applicable state laws and rules. When
general state compliance requirements apply, the state legal compliance report for a charter school should be
similar to the one issued for a school district.

Second, the law requires the Office of the Utah State Auditor to establish guidelines, qualifications criteria, and
audit procurement procedures for all entities that file financial reports.

Finally, the law requires that three additional documents be filed with each audit report: 1) a statement by the
auditor expressing an opinion on compliance with state fiscal laws identified by the Office of the Utah State
Auditor; 2) a copy of the auditor’s letter to management or reports that identifies any material weakness or
significant deficiency in internal control discovered by the auditor and other financial issues related to the
expenditure of funds received from federal, state, or local governments; and 3) management’s response to the
specific recommendations.

This Compliance Audit Guide provides the compliance requirements for most state funds distributed to local
governments and nonprofit organizations. However, the compliance features of some state programs are contract
specific. For those programs, the governmental unit should comply with the requirements specified in the
contract. Therefore, the independent auditor should refer to the contract for the compliance requirements to be
tested.
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In some instances, suggested audit procedures have been provided. Suggested audit procedures are not the only
procedures an auditor can use, nor are they mandatory procedures. Auditors should apply professional judgement
to test compliance with the requirements.

This introductory section addresses the basic compliance audit requirements for local governments and those
nonprofit organizations required to file their financial statements with the Office of the Utah State Auditor. It also
discusses state matching funds for federal grants, performing risk assessment procedures and tests of controls,
reporting on state legal compliance, and reporting instances of noncompliance. The first section of this
Compliance Audit Guide provides general compliance requirements with which all governmental entities must
comply. Following that section are the specific compliance requirements for major state funds received by local
governments and nonprofit organizations. Appendices provide report illustrations, flowcharts, tables, and other
guidance.

BASIC COMPLIANCE AUDIT REQUIREMENTS:

As stated previously, any nonprofit organization that receives 50% or more of its funds from federal, state, or
local governmental entities must file its audited financial report with the Office of the Utah State Auditor. These
nonprofit organizations are subject to all of the requirements included in this Compliance Audit Guide unless
specifically exempted (as in general compliance requirements.)

However, nonprofit organizations that receive less than 50% of their funds from federal, state, or local
governmental entities are not subject to any of the requirements of this Compliance Audit Guide. Testwork and
reporting are not required even if major grants have been received by these entities. (However, the grant may be
subject to audit requirements if agreed to in the contract with the state department awarding the funds.)

Nonprofit organizations, which are required to file their financial reports with the Office of the Utah State Auditor
because they have received federal and/or local funds but have not received any state funds, are not required to
include a state compliance report in the audit report.

All audits of local governments and nonprofit organizations required by Utah Code 51-2a-201 to have audits must
be conducted in accordance with Government Auditing Standards issued by the U.S. Government Accountability
Office (see also Utah Administrative Code Rule R123-5-3).

All entities with total annual revenues or expenditures (expenses) greater than or equal to $350,000 are required to
have their financial statements audited by a certified public accountant licensed to practice in Utah. All entities
with total revenues or expenditures (expenses) greater than or equal to $200,000 but less than $350,000 are
required to have a review performed by a certified public accountant applying Statements on Standards for
Accounting and Review Services (SSARS). All entities with total revenue or expenditures (expenses) greater
than or equal to $100,000 but less than $200,000 are required to have a compilation performed by a certified
public accountant applying SSARS. Entities with revenues and expenditures (expenses) less than $100,000 are
required to report financial information on forms provided by the Office of the Utah State Auditor.
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All audits of governmental entities with revenues or expenditures (expenses) greater than or equal to $350,000 are
required to include tests of the general compliance requirements identified in this Compliance Audit Guide
regardless of whether any state funds have been received. General compliance testwork and reporting is not
required for any governmental entity where total revenues and expenditures (expenses) are both less than
$350,000. Nonprofit organizations are not subject to the general compliance requirements. (However, charter
schools normally are subject to general compliance requirements.)

State grants, contracts, programs, and loans with revenues or expenditures (expenses) over $350,000 are
considered major programs. For entities with revenues or expenditures (expenses) greater than or equal to
$350,000 (those required to have an audit), applicable general compliance requirements must be applied
regardless of related revenue or expenditure amounts. For example, when an entity receives any Alcoholic
Beverage Enforcement and Treatment funds or B & C Road funds, the general compliance procedures for these
funds must be performed. State provider contracts to nonprofit organizations with annual contract revenues over
$350,000 should be treated as major programs. Each major program received by an entity must be audited for
compliance with the grant specific requirements outlined in this Compliance Audit Guide, or as determined by the
independent auditor based on review of the contract or grant document. However, the requirement to test major
programs does not apply to entities that have total revenues and expenditures (expenses) of less than $350,000
and are not required to have their financial statements audited.

Example 1: XYZ City had a total of $140,000 in revenues and/or expenditures (expenses) in the fiscal year. Of
that total, $20,000 was from local sources and the remaining $120,000 was from a water system grant. Since
XYZ City fell between the $100,000 and $200,000 limit, it is only required to have a compilation. State legal
compliance testing of general or specific requirements is not required.

Example 2: ABC Mosquito Abatement District received $152,000 in a grant from the Utah Department of
Health to fight gypsy moths plus it received $80,000 in local funds (property taxes) during the fiscal year. All
grant and local funds were expended in the same fiscal year. Since the District’s total revenues and expenditures
(expenses) are greater than $200,000 but less than $350,000, the District must hire a certified public accountant to
perform a review of their financial statements. State legal compliance testing of general or specific requirements
is not required.

Example 3:  QXZ Nonprofit Organization had revenues totaling $780,000. Of this amount, $350,000 was a
grant from the Utah Department of Health. All other revenues are from client billings. Since the Organization
did not receive 50% of its funds from federal, state, or local governmental sources, it is not subject to any of the
requirements of this Compliance Audit Guide. The grant need not be audited for compliance with grant specific
requirements even though it meets the definition of a major grant because the entity is not subject to the audit
requirements of Section 51-2 of the Utah Code. (However, the state grant may be subject to other audit
requirements agreed to in the contract with the state department or agency.)

Example 4:  ABC Family Services is a nonprofit corporation that receives 100% of its funds from federal, state,
and local governmental sources totaling $850,000. This amount includes grants from the Utah Department of
Human Services ($350,000) and the Utah State Office of Education ($400,000). These state-funded grants are
subject to grant specific compliance testwork and reporting in accordance with this Compliance Audit Guide.
However, general compliance testing is not required.
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Example 5: A nonprofit organization is required to file an audit report with the Office of the Utah State Auditor.
The organization received $400,000 from a provider contract from Utah Department of Human Services. Since
the provider contract exceeds $350,000, a state major program exists and the auditor must follow the compliance
testing and reporting requirements of this Compliance Audit Guide. No specific compliance requirements relating
to the contract can be found in this Compliance Audit Guide. Therefore the auditor must review the provider
contract and determine if the nonprofit organization complied with the provider contract. (The auditor should
determine if the nonprofit organization provided the services they were paid for.) General compliance testing is
not required. See Appendix A for a sample report.

STATE MATCHING FUNDS FOR FEDERAL GRANTS:

In many instances local governments and nonprofit organizations receive state money in the form of matching
funds for federal grants. Also, in many cases the state agency providing the funds does not specify a breakdown
between the usage of state and federal funds. Auditors are not required to test state matching funds of federal
grants for state compliance issues. It is assumed that these funds will be audited for compliance as part of the
federal grant when required and in accordance with OMB Circular A-133 and with the Single Audit Act
Amendments of 1996.

PERFORMING RISK ASSESSMENT PROCEDURES AND TESTS OF INTERNAL CONTROLS:

For each general compliance area and each major state program and applicable compliance requirements selected
for testing, the auditor should perform risk assessment procedures to obtain a sufficient understanding of the
applicable compliance requirements and the entity’s internal control over compliance with the applicable
compliance requirements. If the auditor identifies risks of material noncompliance, the auditor should design and
perform further audit procedures in response to such risks. These procedures should include performing tests of
controls over compliance if the auditor expects controls over compliance to be adequate or if substantive
procedures (tests of transactions) alone do not provide sufficient appropriate audit evidence. When tests of
controls are performed, the auditor should test the operating effectiveness of controls over each applicable
compliance requirement to which the conditions apply in the compliance audit.

A report on internal control over compliance is not required. The auditor should, nevertheless, communicate in
writing to management and those charged with governance identified significant deficiencies and material
weakness in internal control over state compliance requirements (see Statement on Auditing Standards No. 115,
Communicating Internal Control Related Matters Identified in an Audit). Such communications on internal
control over compliance can be combined with the report on state legal compliance (see paragraph .31 of
Statement on Auditing Standards No. 117, Compliance Audits).

REPORTING ON STATE LEGAL COMPLIANCE:

In accordance with Utah Code 51-2a-202 and paragraph .29 of Statements on Auditing Standards No. 117,
Compliance Audits, the auditor should form an opinion on whether the entity complied in all material respects
with the applicable compliance requirements, and report appropriately. If an entity did not receive any major state
financial assistance, the compliance opinion would only cover compliance with general compliance requirements.

The auditor’s report on compliance should include the following elements:

a.  Atitle that includes the word independent



STATE OF UTAH
LEGAL COMPLIANCE AUDIT GUIDE

Reference: Introduction
Page: 50f7
Subiject: Introduction
b.  Identification of the general compliance requirements applicable to the entity (Not applicable to

certain nonprofit organizations)

Identification of the entity’s major state programs (or a statement that the entity had no major
state programs for the period)

Identification of the applicable compliance requirements or a reference to where they can be
found

Identification of the period covered by the report

A statement that compliance with the applicable compliance requirements is the responsibility of
the entity’s management

A statement that the auditor’s responsibility is to express an opinion on compliance with the
applicable compliance requirements based on the compliance audit

A statement that the compliance audit was conducted in accordance with auditing standards
generally accepted in the United States of America, the standards applicable to financial audits
contained in Government Auditing Standards, and the State of Utah Legal Compliance Audit
Guide

A statement that the compliance audit included examining, on a test basis, evidence about the
entity’s compliance with those requirements and performing such other procedures as the auditor
considered necessary in the circumstances

A statement that the auditor believes the compliance audit provides a reasonable basis for his or
her opinion

A statement that the compliance audit does not provide a legal determination on the entity’s
compliance

The auditor’s opinion on whether the entity complied, in all material respects, with the general
compliance requirements and the compliance requirements that are applicable to each of the
entity’s major state programs (the reference to general compliance requirements should be
deleted for certain nonprofit organizations)

If noncompliance that results in an opinion modification is identified, a description of such
noncompliance, or a reference to a description of such noncompliance in an accompanying
schedule
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n. If other noncompliance that is required to be reported by this Compliance Audit Guide is

identified (that is, noncompliance that does not result in an opinion modification), a description
of such noncompliance or a reference to a description of such noncompliance in an
accompanying letter to management

0.  When aresponse from responsible officials to findings or deficiencies is included in the report or
letter to management, the auditor may add a paragraph to his or her report disclaiming an opinion
on such information

p. A separate paragraph at the end of the report that includes: 1) a statement indicating that the
report is intended solely for the information and use of the specified parties, 2) an identification
of the specified parties to whom use is restricted, and 3) a statement that the report is not
indented to be and should not be used by anyone other than the specified parties

g.  The signature of the auditor’s firm
r. The date of the auditor’s report

Illustrative auditor’s reports on legal compliance, which contain all of the required elements, are shown in
Appendix A to this Compliance Audit Guide.

REPORTING NONCOMPLIANCE:

The auditor should report as audit findings material noncompliance with state general and major state program
compliance requirements as described in this Compliance Audit Guide. Materiality for compliance differs from
financial statement materiality. Materiality for compliance is affected by 1) the nature of the compliance
requirement, 2) the nature and frequency of noncompliance identified, and 3) qualitative considerations, such as
the needs and expectations of state oversight and granting agencies.

In addition to reporting material instances of noncompliance in the state legal compliance report, the auditor
should report views of responsible officials and planned corrective actions for findings related to general and
major state program compliance requirements.

Utah Administrative Code Rule R123-5-5(6) states: “The governing body shall respond to the specific
recommendations included in the auditor’s letter to management. This response shall be remitted with the audited
financial statements to the state auditor.”

Auditors should also report identified other instances of noncompliance that do not result in an opinion
modification but are more than inconsequential. Details of these immaterial instances of noncompliance can be
communicated in the report or in a letter to management.

The auditor is to use professional judgment to determine whether and how to communicate to the entity violations
of compliance requirements that are inconsequential and to document any such communications. Although not
required, the auditor may decide to communicate such findings in a letter to management.
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When a management letter is used to communicate other instances of noncompliance (immaterial or
inconsequential findings), the state legal compliance report should refer to the management letter and include a
response from management either in the report or by referring to management’s response in the letter to
management.

Findings and deficiencies required to be reported under Government Auditing Standards and Circular A-133 are
to be included with those reports or in separate schedules. A letter to management normally is not used to
communicate such matters. Views of responsible officials and their planned corrective action are included in
those reports or by way of reference to a separate schedule in which significant deficiencies, views of responsible
officials, and their planned corrective action are described. (For an audit in accordance with Circular A-133, all
findings, including those required to be reported under Government Auditing Standards, should be included in the
schedule of findings and questioned costs.)

The letter to management and the governing body’s response to the recommendations need not be bound with the
financial statements and related auditor’s report, but the report will not be considered complete until all required
elements have been received by the Office of the Utah State Auditor.

State Legal Compliance Requirements for Reporting Findings

Auditors Use
Professional

Judgment to
Report on State Communicate in Determine
Legal Compliance Writing Reporting

Instances of noncompliance with general or major state
compliance requirements:

* Those that have a material effect X

« Less than material but more than inconsequential * X

 Those that are inconsequential X
Deficiencies in internal control over state compliance
requirements: >

» Material weakness X

« Significant deficiency X

« Deficiency in internal control X

! Communication can be in the report or in a letter to management.

% A report on internal control over compliance is not required. The auditor should, nevertheless, communicate in writing to
the entity identified significant deficiencies and material weakness in internal control over state compliance requirements.
See SAS No. 115, Communicating Internal Control Related Matters Identified in an Audit. Required communications on
internal control over compliance can be combined with the report on state legal compliance (see paragraph .31 of SAS No.
117, Compliance Audits.)
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General Compliance:

Public Debt GC-1
Cash Management GC-2
Purchasing Requirements GC-3
Budgetary Compliance GC-4
Truth in Taxation and Property Tax Limitations GC-5
Alcoholic Beverage Enforcement and Treatment Restricted Account GC-6
Justice Courts Compliance GC-7
B & C Road Funds GC-8
Special Service and Local Districts GC-9
Other General Compliance Issues GC-10
Uniform Building Code Standards GC-11
Statement of Taxes Charged, Collected and Disbursed — Current and GC-12

Prior Years (Counties only)
Assessing and Collecting of Property Taxes (Counties only) GC-13

Transient Room Tax and Tourism, Recreation, Culture, and Convention GC-14
Facilities (Counties only)

Impact Fees GC-15
Asset Forfeiture GC-16
Utah Retirement System Compliance GC-17
Fund Balance GC-18
School Fees, Utah State Office of Education (USOE), Division of GC-19

Business Services, School Finance Section
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A. DEBTS OF COUNTIES, CITIES, TOWNS, AND SCHOOL DISTRICTS:

Compliance Requirement:

No debt in excess of total taxes for the current year shall be created by any county, city, town, or
school district unless the proposition to create such debt shall have been submitted to a vote of
qualified electors. (Constitution of Utah, Article XIV, Sec. 3.)

Suggested Audit Procedure:

Examine all new general obligation debt contracted for during the current year and determine if it
exceeds total taxes of the governmental fund types for the current fiscal year. If so, determine if an
election was held to approve such debt. Ensure that the maximum level of debt authorized was not
exceeded.

B. LIMIT OF INDEBTEDNESS OF COUNTIES, CITIES, TOWNS, AND SCHOOL DISTRICTS:

Compliance Requirement:

Counties shall not contract for debt to an amount exceeding two percent of the fair market value of
taxable property in the county. Cities, towns, and school districts shall not contract for debt to an
amount exceeding four percent of the fair market value of taxable property in their jurisdictions.
Cities and towns may incur a larger indebtedness for the purpose of supplying such city or town with
water, sewer, or electricity when such public works are owned and controlled by the municipality.
The additional indebtedness shall not exceed four percent for first and second class cities, and eight
percent for third class cities and towns. (Constitution of Utah, Article XIV, Sec. 4.)

Suggested Audit Procedure:

Using the last county assessment of properties in the jurisdiction, compare the total fair market value
of all taxable property in the jurisdiction to general obligation indebtedness of the entity. The last
county assessment of properties can be found on the internet at http://propertytax.utah.gov then click
on the entity value report.

Compliance Requirement:

The debt incurred shall be used strictly for the purpose of the county, city, town, or school district
contracting for the debt. (Constitution of Utah, Article X1V, Sec.5.)

Suggested Audit Procedure:

Ensure that the proceeds of the debt were used only for the purposes of the entity contracting for the
debt by examining expenditure ledgers and supporting documentation.
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C. LIMIT OF INDEBTEDNESS FOR LOCAL DISTRICTS:

Compliance Requirement:

Except for refunding general obligation bonds, if a district intends to issue general obligation bonds,
the district shall first obtain the approval of the district voters for issuance of the bonds at an election
held for that purpose.

A local district may not issue general obligation bonds if the issuance of the bonds will cause the
outstanding principal amount of all of the district's general obligation bonds to exceed the amount that
results from multiplying the fair market value of the taxable property within the district, as
determined under Subsection 11-14-301(3)(b), by a number that is:

(i) .05, for a basic local district;

(i) .004, for a cemetery maintenance district;
(iii) ~ .002, for a drainage district;

(iv) .004, for a fire protection district;

(v) .024, for an improvement district;

(vi) .1, for an irrigation district;

(vii) .1 for a metropolitan water district;

(viii) .0004, for a mosquito abatement district;
(ix) .03, for a public transit district; or

(x) .12, for a service area.

Bonds or other obligations of a local district that are not general obligation bonds are not included in the
limit stated in Subsection. (17B-1-1102)

Each of the districts noted above may issue revenue bonds in accordance with 17B-1-1105.

The following entities may issue bonds as follows:

Entity Type Bonding Capacity
Health District No bonded indebtedness authorized.

(26A-1-114 and 115)

Community Development Board must adopt resolution authorizing

and Renewal Agency issuance. Revenue bonds may be issued.

(17C-1-501 to 508) No limit.

Special Service District G.O. debt not to exceed 12% of FMV. G.O. (17D-1-502

to 507) debt requires approval at election. No limit on
revenue debt.

Interlocal Agencies Revenue bonds may be issued with no limit.
(11-13-218)
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Local Building Authority May issue bonds in accordance with 17D-2-501.
Water Conservancy May issue revenue bonds in accordance with 17B-1-

1105 and 17B-2a-1004 (1)(a).

Suggested Audit Procedure:

For bonds issued during the current year, ensure that a bond election was held if required. Also, using the
last county assessment of properties in the jurisdiction, compare the total fair market value of all taxable
property in the jurisdiction to the general obligation indebtedness of the entity.
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Compliance Requirement:

All public funds shall be deposited daily, whenever practicable, but not later than three business
days after receipt. (Utah Code 51-4-2(2))

Suggested Audit Procedure:

Determine if the entity has a system of controls to ensure that public funds are deposited at least
every three business days. When testing controls over cash receipts, ensure that the receipts were
deposited within three business days of being received.

Compliance Requirement:

A public treasurer may conduct investment transactions only through qualified depositories,
certified dealers, or directly with issuers of the investment securities. (Utah Code 51-7-11(1))

Suggested Audit Procedure:

Determine if the entity has a system of controls to ensure that investment transactions are conducted
only with authorized institutions. Examine investment transactions to determine if they were
conducted only with those institutions authorized.

Compliance Requirement:

The remaining term to maturity of an investment may not exceed the period of availability of funds
to be invested. For example, if the entity receives quarterly sales tax money that will be used during
the following quarter for operating purposes, this money cannot be invested in one-year instruments
because the investment will not mature before the funds are needed. (Utah Code 51-7-11(2).)

Suggested Audit Procedure:

Determine if the entity has a system of controls to ensure that the terms of investments of public
funds do not exceed the period of availability of those funds. Examine investments held both at
year-end and during the year to ensure that the term of the investment did not exceed the availability
of funds invested.

Compliance Requirement:

All public funds, other than funds held for employees under Internal Revenue Code Section 457,
may be deposited or invested only in those instruments and assets authorized in Utah Code 51-7-
11(3).

Suggested Audit Procedure:

Determine if the entity has a system of controls to ensure that only authorized investments are
purchased. Examine investments held during the year to ensure that they were authorized by Utah
Code 51-7-11(3).
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Compliance Requirement:

The public treasurer shall ensure that all purchases and sales of securities are settled within 15 days
of the trade date for outstanding issues and 30 days for new issues. There is an exception to this
rule for tax anticipation, general obligations, bonds, notes, or other evidence of indebtedness of any
county, city, town, school district, or other political subdivision of the state. (Utah Code Section
51-7-11(7)) Public treasurers must have custody (take delivery) of all securities purchased or held
and all evidence of deposits and investments of public funds. Exceptions apply to nonqualifying
repurchase agreements. This may be accomplished by having the securities delivered to a
safekeeping custodian. (Utah Code 51-7-7)

Suggested Audit Procedure:

Determine if the entity has a system of controls to ensure that all securities transactions are settled
within 15 days of the trade date for outstanding issues and 30 days for new issues and that delivery
is taken on all securities purchased. Examine purchases of securities to ensure that delivery was
taken or that a safekeeping receipt was received.

Compliance Requirement:

Selection of investments shall be made with the exercise of that degree of judgment and care under
circumstances then prevailing that persons of prudence and discretion, and intelligence exercise in
the management of their own affairs, not for speculation but for investment, considering the
probable safety of their capital, as well as the probable benefits to be derived. (Utah Code 51-7-14)
Also, public treasurers should meet the following objectives when investing public funds: (1) safety
of principal; (2) need for liquidity; (3) yield on investments; (4) recognition of the different
investment objectives of operating and permanent funds; and (5) maturity of investments, so that the
maturity date of the investment does not exceed the anticipated date of the expenditure of funds.
(Utah Code 51-7-17(2))

Suggested Audit Procedure:

Determine if the entity has a system of policies and procedures to ensure that investment
transactions are undertaken in a prudent manner and that the above objectives are met.

Compliance Requirement:

The local government is responsible to submit certain funds to the State Treasurer, including:
Wildlife Resources, State Boating Act, state surcharge in accordance with Utah Code 51-9-402,

Displaced Homemaker Fees, Property Tax Equalization - Assessment and Collection, CAMA
contribution, B & C Road Fund (overweight assessment.)

Suggested Audit Procedure:

Determine if applicable funds were submitted to the State Treasurer on form C-500.
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Compliance Requirement:

All public funds invested in deposit instruments should be invested with qualified depositories
within Utah, except that if national market rates on instruments of similar quality and term exceed
those offered by qualified depositories within the state, then investments in out-of-state deposit
instruments may be made. (Utah Code 51-7-17(4))

Suggested Audit Procedure:

Determine if the entity has a system of controls to compare in-state deposit rates with out-of-state
deposit rates prior to making deposits out-of-state. Examine deposit transactions with out-of-state
depositories to determine if similar rates could be obtained in state.

Compliance Requirement :

Every public treasurer shall secure a fidelity bond, based on the previous year’s budgeted gross
revenues, which includes all funds collected or handled by the public treasurer, in the amount
shown in the table below. (Utah Code 51-7-15 and Rule 4 of the Utah Money Management

Council)

Budgeted Gross Revenue Percent for Bond
$0 to 10,000 n/a  but not less than 0
10,001 to 100,000 9% but not less than 5,000
100,001 to 500,000 8% but not less than 9,000
500,001 to 1,000,000 7% but not less than 40,000
1,000,001 to 5,000,000 6% but not less than 70,000
5,000,001 to 10,000,000 5% but not less than 300,000
10,000,001 to 25,000,000 4% but not less than 500,000
25,000,001 to 50,000,000 3% but not less than 1,000,000
50,000,001 to 500,000,000 2% but not less than 1,500,000
over 500,000,000 not less than 10,000,000

Suggested Audit Procedure:

Ensure that the public treasurer of the entity being audited is bonded for the proper amount by
examining the bond document and/or by confirmation with the surety.
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The Utah Procurement Code specifies general requirements for purchasing by local public procurement
units. A local public procurement unit is any political subdivision of the State or an agency of any
subdivision, public authority, and any other entity which expends public funds for the procurement of
supplies, services, and construction. The Code specifically exempts counties, municipalities, and entities
created by counties and municipalities under the Interlocal Cooperation Act from the requirements of this
Code. However, the Uniform Fiscal Procedures Act for Cities requires cities to adopt an ordinance or
resolution governing purchasing procedures. It also requires purchases to be made according to the
purchasing procedures established by the city. There is nothing in the Utah Code which requires counties
to adopt purchasing procedures. However, the Uniform Accounting Manual for Counties states: “Each
county should by ordinance or resolution, establish purchasing procedures that are not inconsistent with
the appropriate sections of the Utah Procurement Code (63G-6).”

A. COUNTIES, MUNICIPALITIES, AND INTERLOCAL AGREEMENTS:

Compliance Requirement:

Counties, municipalities, and interlocal agencies created by counties and municipalities must adopt
purchasing policies and procedures. These entities must comply with these policies and procedures
when procuring supplies, services, and construction.

Suggested Audit Procedure:

Determine if the county, municipality, or interlocal agency has adopted formal purchasing policies
and procedures. While testing expenditures of the county, municipality, or interlocal agency, extend
testwork to determine if purchases were made in accordance with the entity’s purchasing policies.

B. ALL OTHER LOCAL PUBLIC PROCUREMENT UNITS:

Compliance Requirement:

Purchasing policies shall contain the following provisions, and purchases of supplies, services, and
construction shall be made in accordance with those provisions.

1. Policies shall be adopted governing the preparation and content of specification for
supplies, services, construction and technology and the extent to which outside parties who
have prepared specifications may participate in the procurement of these goods and services.
(Utah Code 63G-6-301)

2. All specifications shall seek to promote overall economy and best use for the purposes
intended and encourage competition, and shall not be unduly restrictive. (Utah Code 63G-6-
303)

3. Contracts shall be awarded by competitive sealed bidding or competitive sealed proposals
except for small purchases, emergency purchases, or where there is only one source for the
required supply, service, or construction item. An invitation for bids or proposals shall be
issued by public notice. Bids/proposals shall be opened publicly. Bids/proposals shall be
accepted without alteration except as provided by the Procurement Code. (Utah Code 63G-
6-401 and 408)
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4. Rules and regulations may be made regarding the separate handling of small purchases.
However, purchases shall not be artificially divided up so as to qualify for purchasing under
the small purchases rules. (Utah Code 63G-6-409)

5. Cost-plus-a-percentage-of-cost contracts are prohibited. (Utah Code 63G-6-416)

6. A purchasing agent shall be appointed.

7. An appeals procedure shall be included.

8. An ethics in public contracting provision shall be included.

Suggested Audit Procedure:

Determine if the entity has the required purchasing policies and procedures. While testing
expenditures of the entity, extend testwork to determine if purchases were made in accordance with
the entity’s purchasing policies.
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The following budgetary compliance requirements are summarized for towns, cities, special districts,
counties, and school districts. Specific legal requirements can be found in the following sections of the
Utah Code:

Towns Utah Code, Section 10-5

Cities Utah Code, Section 10-6

Local and Special Districts  Utah Code, Section 17B-1-605 thru 630 and
701 thru 702

Counties Utah Code, Section 17-36

School Districts Utah Code, Section 53A-19

Compliance Requirement:

The governing body of the entity shall establish the time and place of the public hearing to
consider the adoption of the budget and shall publish notice of the hearing at least seven days prior
to the hearing in at least one issue of a newspaper of general circulation published within the
county in which the entity is located. If no such newspaper is published, the required notice may
be posted in three public places. The tentative budget must be made available to the public for
inspection for a number of days, as provided by law, prior to the budget hearing.

Suggested Audit Procedure:

Ensure that the entity provided the required notice for its budget hearing by reference to the
certified copy of the notice. Also, ensure that the entity made the budget available to the public for
the required period prior to the hearing.

Compliance Requirement:

At the time and place advertised, the governing body shall hold a public hearing on the tentatively
adopted budget or amendment to the budget. All interested persons in attendance shall be given an
opportunity to be heard on any item in the tentative budget.

Suggested Audit Procedure:

Review minutes of meetings of the governing body to ensure that the hearing was held as
advertised. Comment on any actions taken which would appear to have limited the ability of
persons to comment on the budget.
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Compliance Requirement:;

The governing body shall by resolution or ordinance adopt a budget for the ensuing fiscal year for
each fund which a budget is required (general funds, special revenue funds, debt service funds,
capital project funds, and enterprise funds.) The budget should be adopted by the date provided by
law.

Suggested Audit Procedure:

Review the minutes of meetings of the governing body to ensure that the budget was formally
adopted.

Compliance Requirement:

Officers and employees of the entity shall not incur expenditures or encumbrances in excess of the
total appropriation for any department or fund. For counties and municipalities State Law requires
budget integrity at the following levels:

General Fund — Each department (If debt service is divided between principle and interest,
consider it combined.)

Special Revenue Fund — Each separate activity in total.

Capital Project Fund — Fund in total.

Debt Service Fund — Fund in total.

All other taxing entities by fund.

Suggested Audit Procedure:

Examine the entity’s records and financial reports to determine if the expenditures for any
department/fund exceed the amounts appropriated in the final adopted budget.

Compliance Requirement:

Fund budgets of governmental fund types may be increased after the proper public hearing as
required by law.

Suggested Audit Procedure:

Determine by inquiry if any changes have been made to governmental fund budgets. If total
expenditures have increased, determine if a proper budget hearing was held in accordance with the
applicable requirements by reference to certified copies of the published advertisement and by
reference to minutes of the governing body’s meetings.
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Compliance Requirement:

If within any utility enterprise fund budget, there are allocations or transfers which are not
reasonable allocations of costs between funds, a public hearing must be held to receive public
comment on the proposed transfer(s). All local entities must send proper notice of the public
hearing to the utility enterprise fund customers. In the case of cities, towns and counties, a
separate written notice of the date, time, place and purpose of the hearing shall be mailed to utility
fund customers at least seven days before the hearing. All notices shall include the utility
enterprise fund from which money is being transferred. The amount being transferred, and the fund
to which the money is being transferred.

The notice and public hearing requirements are applicable to both the original budget and any
amendments to the budget which may occur throughout the year.

Suggested audit procedure:

Examine the budget for any transfers from the enterprise utility fund(s). In the case of budget
amendments, examine the budget for any increases in the amount of transfers from the utility
enterprise fund(s). Determine the purpose of each transfer. If it is determined that any of the
transfers are for other than a reasonable allocation of costs between funds, examine the separate
notice of public hearing that was mailed out to the utility customers informing them of the public
hearing. Verify that the notices contained all of the information required and was mailed out at
least seven days before the scheduled time of the hearing.
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Compliance Requirement:

The governing body of each taxing entity shall, before June 22 of each year, adopt a proposed rate
or, if the tax rate is not more than the certified tax rate, a final tax rate for the taxing entity. The
governing body shall report the rate and levy to the county auditor. (Utah Code 59-2-912) (June 22
is an advisory date.)

Suggested Audit Procedure:

Examine the ordinance or resolution or governing body minutes setting the tax rate. Ensure that the
rate was adopted and reported to the county auditor. The auditor is not required to test for
compliance with the June 22 date.

Compliance Requirements:

If the governing body proposes a tax rate exceeding the certified tax rate, the following
requirements must be met:

1. The entity must notify the county that it will hold a tax increase hearing on the date
previously set. The county must include the information on the proposed increase and the
date and time of the hearing in its Notice of Valuation and Tax Changes. This notice must
be mailed at least ten days prior to the hearing date. (Utah Code 59-2-919)

2. The entity must advertise its intent to exceed the certified tax rate in a newspaper of
general circulation in the county. The advertisement must appear once each week for the
two weeks preceding the hearing. The date of the advertisement must be at least 7 days
prior to the hearing. (Utah Code 59-2-919)

3. The advertisement must be at least a quarter page in size and must not be placed in the
portion of the newspaper where legal notices and classified advertising appear. The type
used shall not be less than 18, and shall be surrounded by a % inch border. (Utah Code 59-
2-919)

4. The hearing must be held on the date and at the time advertised. (Utah Code 59-2-919)

5. The governing body must adopt an ordinance or resolution setting the tax rate and certify
that rate to the county auditor. (Utah Code 59-2-919 and 920)

Suggested Audit Procedure:

Determine if the entity has a system of controls to ensure that property tax rates are set as prescribed
by law. Ensure that the entity provided the proper notice and advertising in accordance with the
compliance requirements noted above by examining the county’s Notice of Valuation and Tax
Changes and the certified copy of the advertisement. Examine minutes of the meetings of the
governing body to ensure that the hearing was held as advertised. Examine the ordinance setting
the tax rate and ensure that it was forwarded to the county auditor.
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Compliance Requirement: (Counties Only)

The Notice of Valuation and Tax Changes must be mailed at least ten days before the Board of
Equalization meets to consider appeals of property tax valuations. (Utah Code 59-2-919.1(2))

Suggested Audit Procedure:

Determine the date that the Notice of Valuation and Tax Changes was sent and ensure that the
Board of Equalization did not begin hearing appeals until ten days later (by reference to the minutes
of the Board of Equalization).

Compliance Requirement: (Counties Only)

The county board of equalization must consider all appeals brought before it and make a final
decision on each appeal within a 60 day period after the day on which the application is made.
(Utah Code 59-2-1004)

Suggested Audit Procedure:

Review the appeals received by the Board of Equalization and the minutes of the Board to ensure
that all appeals have been heard and that it completed its work within the 60 day period after
application is made. Or, if all appeals have not been heard, ensure that written permission to extend
the board was obtained by the county from the Tax Commission.

Compliance Requirement: (Counties Only)

The county treasurer must disburse all tax monies collected during the preceding month to the
appropriate taxing entities by the tenth day of each month. (Utah Code 59-2-1365)

Suggested Audit Procedure:

On a test basis, determine if the county made monthly disbursements of property taxes received in
the previous month by the tenth of the month.

Compliance Requirement:

The taxing entity shall report all property taxes levied in the appropriate fund. For example,
property taxes levied to meet debt service requirements should be reported in the Debt Service fund.
Because of the specific levy, these tax revenues are restricted. In addition, because of the
restriction, the entity generally should not subsequently transfer these property tax revenues to other
funds. The primary exception to the no-transfer requirement would be when there is a residual
equity transfer when a fund is closed out.
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Suggested Audit Procedure:

Determine the property tax collection rate for the entity. Based on the collection rate, calculate the
amount of property tax that should have been allocated to each fund. Determine if the entity
reported the proper amount in each fund. If any property tax revenues are subsequently transferred
to other funds, verify that they are residual equity transfers to close out a fund. If the transfer is not
a residual equity transfer, verify that the transfer is specifically allowed by State law, and is not an
attempt to avoid the provisions of truth-in-taxation.

Compliance Requirement:

The Tax Commission requires the filing of form TC-693 Tax Rate Summary. The form includes a
column “Budgeted Revenue.” The amounts in that column should be the same as the revenue
amounts in the entity’s adopted budget.

Suggested Audit Procedure:

Determine that the amounts in the “Budgeted Revenue” column of form TC-693 are the same as the
revenue amounts of the county’s adopted budget.
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TYPES OF AGREEMENTS Allocated Per Utah Code
TYPES OF RECIPIENTS Cities
Counties
Towns
SOURCE OF AUTHORIZATION AND Utah Code 32B-2-403, 404 and 405
REGULATIONS
INFORMATION CONTACT: Mary Lou Emerson, Director, Utah Substance

Abuse Advisory Council, 801-538-1921,
memerson@utah.gov

A. PROGRAM OBJECTIVES:

To provide additional funds for projects which prevent, detect, prosecute and control alcohol-related
offenses, as well as provide treatment and confinement for persons arrested for or convicted of
offenses in which alcohol is a contributing factor. Funds are distributed based on population;
convictions for alcohol-related offenses; and the number of state liquor stores, package agencies, and
liquor licensees in the jurisdiction.

B. PROGRAM PROCEDURES:
The Department of Alcoholic Beverage Control provides the number of outlets by location. The State
Court Administrator’s Office provides the number of alcohol-related convictions by location. These
factors are used to distribute the funds per State law. It is recommended that activities financed
from these funds be accounted for in a separate account.

C. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:
1. TYPES OF SERVICES ALLOWED OR UNALLOWED:

Compliance Requirement;

Funds can be used on programs or projects for the prevention, treatment, detection, er prosecution
or control of violations of Title 32B — Alcoholic Beverage Control Act, and other offenses in
which alcohol is a contributing factor. Counties may also use funds for the confinement and
treatment of persons arrested for or convicted of offenses in which alcohol is a contributing factor.
The 25% distributed to counties only, on the basis of population, must be used for confinement
and treatment of persons arrested for or convicted of offenses in which alcohol is a contributing
factor.
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Suggested Audit Procedure:

Test expenditures to determine if Alcoholic Beverage Enforcement and Treatment Restricted
Account funds were used only for the prevention, treatment, detection, prosecution or control of
violations of Title 32B and other offenses in which alcohol is a contributing factor, or the
confinement or treatment of persons arrested for or convicted of offenses in which alcohol is a
contributing factor. Test expenditures to determine if the 25% distributed to counties only, on the
basis of population, was used exclusively for confinement and treatment purposes.

2. ELIGIBILITY

Compliance Requirement:

Funds are available to all incorporated towns, cities, and counties. If a municipality does not have a
law enforcement agency they may not receive money directly, unless approved by the Utah Substance
Abuse Advisory (USAAV) Council. Funds are distributed based on formula.

Suggested Audit Procedure:

The Auditor is not required to test eligibility.
3. MATCHING, LEVEL OF EFFORT, AND/OR EARMARKING

Compliance Requirement:

Alcoholic Beverage Enforcement and Treatment Restricted Account funds are intended to supplement
the budgets of the appropriate agencies of each municipality and county, and are not intended to
replace funds which would otherwise be allocated for prevention, treatment, detection, prosecution and
control of violations of Title 32B and other offenses in which alcohol is a contributing factor, and for
confinement or treatment of persons arrested for or convicted of alcohol-related offenses.

Suggested Audit Procedure:

This requirement can only be adequately tested in the first year of the grant. It is important, however,
for the client to comply with C.1.

4. REPORTING

Municipalities and counties that receive a distribution during a fiscal year of more than $1,000 from
the Alcoholic Beverage Enforcement and Treatment Restricted Account must, by no later than October
1 following the fiscal year, submit a report to the Utah Substance Abuse Advisory (USAAV) Council
that includes the following: 1) the programs or projects of the municipality or county that receive
money under this part; 2) if the money for programs or projects was exclusively used as required by
32B-2-403 and 404; 3) indicators of whether the programs or projects that receive money under this
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part are effective; 4) if money received was not expended by the municipality or county; and 5) a
statement signed by the chief executive officer of the county or municipality attesting that they money
received was used in addition to money appropriated or otherwise available for the county’s or
municipality’s prevention, detection, treatment, prosecution, control and confinement purposes, and
was not used to supplant that money.

5. SPECIAL TESTS AND PROVISIONS

None.
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Article V111, Section 1 of the Utah Constitution creates what is known as the Justice Courts, which are
courts “not of record” and are operated by either the county or municipality in which they are located.
The territorial jurisdiction of a county justice court extends to the limits of the precinct for which the
justice court is created and includes all cities and towns within the precinct, except cities where a
municipal justice court exists. The territorial jurisdiction of a municipal justice court extends to the limits
of the city or town boundaries for which it was created. Approximately two-thirds of all justice courts are
municipal courts. (See Utah Code 78A-7-101 through 103 and 78A-7-105)

Heather Mackenzie-Campbell - (801) 578-3889
Diane Williams — (801) 578-3985

Rick Schwermer — (801) 578-3816

Fax — (801) 578-3843

A. DEPOSITS OF RECEIPTS:

Compliance Requirements:

1. Utah Code Section 78A-7-121 requires the following: Municipal and county justice courts
shall deposit public funds in accordance with Section 51-4-2. The city or county shall then
apportion and remit in accordance with Utah Code Sections 78A-7-120 and 78A-7-122.

Utah Code Section 51-4-2(2)(a) requires all receipts be deposited daily when practicable but
not later than three days after receipt.

Utah Code Section 51-4-2(4)(a) states that all justice courts, having funds due to the State or
any political subdivision, shall on or before the 10" day of the month, pay all funds receipted
within the preceding month to the appropriate public treasurer.

TO SUMMARIZE: the law requires funds collected be deposited within three days after
receipt into an account controlled by the county or municipal treasurer. The local government
treasurer’s receipt should detail the cash/check composition. It must be distributed to the state
and other governmental entities by the 10™ of the following month.

The municipal/county treasurer shall report to the city recorder or county auditor, as
applicable, the sums collected and deposited. The city recorder or county auditor shall remit
the collections due the state treasurer according to UC 51-4-2(4)(a) Except as provided in
Subsection (4)(b) and unless a shorter time for depositing funds is otherwise required
by law, each political subdivision that has collected funds that are due to the state or
to another political subdivision of the state shall, on or before the tenth day of each
month, pay all of those funds that were receipted during the last month:

(i) to a qualified depository for the credit of the appropriate public treasurer; or

(i) to the appropriate public treasurer.

Verify that state collections are remitted to the State Treasurer by the 10" day of the month
following collections (per UC 51-4-2(4)(a). Was the remittance request properly supported?
The Utah State Treasurer’s Office, Deposit Report, Form (C-500), should be supported by the
CORIS Justice Court Monthly Report. Was a copy of the validated Deposit Report form
returned to the court? (The state treasurer's office returns a validated copy of the form to the
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local government. The "validation" is the cash receipt number written on the lower left corner
of the form, e.g. CR5990.)

Local Government Bank Account Reconciliation — Receipt and disbursement of trust funds
including bail, restitution, unidentified receipts, and other money that requires special
accounting should be detailed in the local government’s general ledger and court records so a
reconciliation can be performed per UC 10-6-139; UC 10-6-141; UC 17-19a-204; UC 17-24-
11; UC 59-10-529; UC 77-38a-404, UC 78A-7-121.

Court Trust Bank Account Reconciliation - With the approval of the governing body, a trust
or revolving account may be established in the name of the justice court for the deposit and
disbursement of bail, restitution, unidentified receipts, and other money that requires special
accounting. Trust funds must be disbursed within a prescribed period of time by the
city/county treasurer and state statutes per UC 77-38a-404 and UC 78A-7-121. Funds
determined to be abandoned must be processed according to Chapter 4a of the Unclaimed
Property Act (specifically Utah Code Section 67-4a-210, 67-4a-207 and 67-4a-301).

The account shall be reconciled at least quarterly by the governing body. (See Utah Code
78A-7-121)

B. DISPOSITION OF RECEIPTS:

Compliance Requirements: Refer to Disposition of Fines, Fees, and Forfeitures Table Below

C. REPORTS:

Compliance Requirement:

1.

Every justice court judge shall file monthly with the State Court Administrator a report of the
judicial business of the judge. The report shall be on forms supplied by the State Court
Administrator. The report shall state the number of criminal and small claims actions filed,
the disposition entered, and other information as specified in the forms. A copy of the report
shall be furnished by the justice court judge to the governing body in the municipality or
county, or to the person or office in the county, city, or town designated by the governing
body. (See Utah Code 78A-7-215)

Suggested Audit Procedures to Compensate for Separation of Duties Weaknesses if Independent

Review is not performed: If authorization, custody of assets, and record keeping duties are not

separated (limited staff) and no compensating review performed by an individual independent
without access to monies collected, perform the following:

1.

Select a sample of cases with a full or partial payment receipted during the audit period.
Verify compliance of deposits (Section A), Disposition of Receipts (Section B), and Reports
(Sections C). Document the results of the review and recommended action.
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Credits: Select a sample of credits issued (CORIS credit detail report) during the audit period.

Verify each credit was authorized by the bail schedule (as specified in the Uniform Fine/Bail
Schedule) or ordered by the judge (specified in the judicial order or a general court order). In
addition, review the documented proof of compliance, e.g. completion of community service,
completion of alcohol treatment, proof of valid registration, proof of repair of faulty
equipment or other judicially specified reason attached to the citation, stored in the case file or
scanning system, or filed with the daily accounting records. Document the results of the
review and recommended action.

A/R Adjustments: Select a sample of account receivable (a/r) adjustments (CORIS
adjustments to a/r) during the audit period.

Verify each a/r adjustment was entered to correct a clerical error when setting up the amount
or the amount is no longer due (dismissed offense based on proof specified in the Uniform
Fine & Bail Schedule or dismissed by judge in a judicial order). Document the results of the
review and recommended action.

Dismissed Offenses/Amounts: Select a sample of dismissed offenses that clerks are
authorized to dismiss as specified in the Uniform Fine & Bail Schedule (CORIS charge
disposition report) during the audit period.

Verify each dismissed offense is appropriate. Review the documented proof provided to the
clerk (proof of insurance, proof of drivers license in effect at time of offense, etc. as specified
in the bail schedule. The proof of documentation is attached to the citation, stored in the case
file or scanning system, or filed with the daily accounting records. Verify that an appropriate
reason or explanation was provided in each case.

All other dismissed offenses, not specified in the Uniform Fine & Bail Schedule and CJA
Rule 4-704, must be dismissed by written judicial order. Verify that an appropriate reason or
explanation was provided in each case.

Document the results of the review and recommended action.

Note: The Uniform Fine/Bail Schedule is located at:
http://www.utcourts.qgov/resources/rules/ucja/append/c_fineba/

Voided Receipts: Select a sample of transaction reversals (CORIS transaction reversals
report) during the audit period.

Verify that each transaction reversal (void) was initiated by the cashier and approved by a
second clerk/employee to compensate for separation of duties weaknesses. Select any
reversals initiated and approved by the same clerk/employee with a focus on cash transactions
and review for propriety. If a cash receipt, verify the re-receipt. If a cash payment was
receipted, then voided at a much later time/date, review for propriety. Document the results
of the review and recommended action.
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The following table summarizes the disposition of fines, fees, and forfeitures.

DISPOSITION OF JUSTICE COURT FINES, FEES, AND FORFEITURES May 2012

Receipt Type of Ordinance Disposition

Surcharge 90% Felony Surcharge or class A
misdemeanor, Title 41, Chapter
6a, Part 5 DUI & Reckless Driving
or any class B misdemeanor not
classified within Title 41. 35%
Surcharge on any other offense
except non-moving traffic
violation or when community
service is ordered in lieu of fine.

(UC 51-9-401)

State Treasurer according to UC 51-9-
401(2)(a)(b)

Security Surcharge

A security surcharge of $32 shall
be assessed on all convictions for
offenses listed in the uniform bail

(1) In addition to any fine, penalty,
forfeiture, or other surcharge, a security
surcharge of $40 shall be assessed on

all convictions for offenses listed in the
uniform bail schedule adopted by the
Judicial Council and moving traffic
violations.

(3) Eight dollars of the security
surcharge shall be remitted to the state
treasurer and distributed to the Court
Security Account created in Section
78A-2-602.

(4) Thirty-two dollars of the security
surcharge shall be allocated as follows:
(2) the assessing court shall retain 20%
of the amount collected for deposit into
the general fund of the governmental
entity; and

(b) 80% shall be remitted to the state
treasurer to be distributed as follows:

(i) 62.5% to the treasurer of the
county in which the justice court which
remitted the amount is located;

(i) 25% to the Court Security
Account created in Section 78A-7-602;
and

(iii) 12.5% to the Justice Court
Technology, Security, and Training
Account created in Section 78A-7-301.

schedule adopted by the Judicial
Council and moving traffic
violations. (UC 78A-7-122)
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Receipt Type of Ordinance Disposition

Fines and Forfeitures (not
otherwise listed below)

Municipal or County
(UC 78A-7-120(1))

% to Local Gov. responsible for court
% to Local Gov. which prosecutes case

Fines and Forfeitures

Wildlife, UC 23
(UC 78A-7-120(2)(a))

85% to State Treasurer for distribution to
the Wildlife Division
15% to Local Gov. responsible for court

Fines and Forfeitures

Off-Highway, UC 41-22 (UC
78A-7-120(2)(b)

85% to State Treasurer (for distribution to
the State Div. of Parks & Recreation).
15% to Local Gov. responsible for court

Fines and Forfeitures

Boating Act, UC 73-18
(UC 78A-7-120(2)(b))

85% to State Treasurer (for distribution to
the Div. of Parks & Recreation).
15% to Local Gov. responsible for court

Fines and Forfeitures

Maximum weight limits &
Overweight permits

UC 72-7-404, 406. (UC 78A-7-
120(4))

100% to the State Treasurer (for
distribution to the State Class B & C road
account).

Fines and Forfeitures

UC 53B-3-107 Traffic violations
(State Institutions of Higher
Education.)

100% to the State Treasurer (to be credited
to the general operating fund of institution
of higher education).

Fees on Overweights &
Over Permits

Admin. Office of Courts.
$50 trial case; case w/judge time;
or bail forfeiture

% to Local Gov. which prosecutes case
% to Local Gov. responsible for court

Fines and Forfeitures

UC 41-6a-1712(2) or UC
72-7-7-409(2), second or
subsequent violation

60% to State Treasurer (for distribution
to the State Transportation Fund).

40%, Y2 to the treasurer of the Local Gov.
responsible for court and %2 to the
treasurer of the Local Gov. which
prosecutes

Fines and Forfeitures

UC 72-7-409(C)(2), second
or subsequent violation

50% to State Treasurer (for

distribution to the State Transportation
Fund).

50%, ¥ to the treasurer of the Local Gov.
responsible for court and %z to the
treasurer of the Local Gov. which
prosecutes
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Receipt Type of Ordinance Disposition

Plea in Abeyance Fees

UC 77-2a-3(5)

UC 77-2-4.2(3)(a)(3) In all cases

which are compromised pursuant

to the provisions of Subsection 2):

(@) the court, taking into
consideration the offense
charged, shall collect a plea
in abeyance fee which shall:

(i)  be subject to the same
surcharge as if imposed
on a criminal fine;

(i) be allocated subject to
the surcharge as if paid
as a criminal fine under
Section 78A-5-110 and
a surcharge under Title
63, Chapter 63a, Crime
Victim Reparation Trust

(iii) be not more than $25
greater than the bail
designated in the
Uniform Bail Schedule.

State Treasurer (surcharge portion),
Remaining portion:

% to Local Gov. which prosecutes case
% to Local Gov. responsible for court

Fees Charged for Traffic
School, Class, or Other
Rehabilitative Program

UC 77-2a-3(5)

UC 77-2-4.2

If no plea in abeyance fee is
collected, a surcharge on the fee
charged for the traffic school or
other school, class, or
rehabilitative program shall be
collected. The surcharge is
collected and remitted in the same
manner as if the traffic school fee
and surcharge had been imposed
as a criminal fine.

State Treasurer (surcharge portion), local
government, or traffic school provider.

DUI Assessment

Full compensation for treatment
(UC 62A-15-502 and 503)

State Treasurer, local government, or
rehabilitation agency
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Subject: Justice Courts Compliance

Receipt Type of Ordinance Disposition

Abstract UC 78A-2-301(1)(n)(ii) City or Town; County

The fee for filing an abstract or
transcript of judgment of a court of
law of this state or a judgment,
order, or decree of an
administrative agency,
commission, board, council, or
hearing officer of this state or of
its political subdivisions other than
the Utah State Tax Commission, is
$50.

Audio Tape Copy

CJA Rule 4-202.08(3)(C)
audio tape: $10 per tape

City of Town; County

Certification/Certified
Copies

UC 78A-2-301.5(7) The fee for a
certified copy of a document is $4
per document plus 50 cents per

page.

City or Town; County

Collections Cost
(collection cost on NSF
check $20)

UC 7-15-1(4)(b)

City of Town; County

Contempt fine

UC 78B-6-308
Fine not to exceed $500

City of Town; County

Copy Fee $.25 a page

CJA Rule 4-202.08(3)(A)
paper except as provided in
(H): $.25 per sheet

City or Town; County

Court Costs

UC 77-32a-1; UC 77-32a-2;
UC 77-32a-3

City or Town; County

Electronic Payment Fee

UC 10-8-85.6(3)

A municipality that accepts an
electronic payment may charge an
electronic payment fee

UC 17-15-28(3)

A county that accepts an electronic
payment may charge an electronic
payment fee.

City of Town; County
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Subject: Justice Courts Compliance

Receipt Type of Ordinance Disposition

Exemplified Copies

UC 78A-2-301.5(8)

The fee for an exemplified

copy of a document if $6 per
document plus 50 cents per page.

City or Town; County

Expungement: $135 for a
petition for expungement

UC 78A-2-301.5(3);

City or Town; County

CD Copy

CJA Rule 4-202.08(3)(E)

Floppy disk or compact disk other
than of court bearings: $10 per
disk.

City or Town; County

Garnishment Small
Claims

UC 78A-2-301.5(5)
The fee for a writ garnishment
$50

City or Town; County

Postage — Copies

CJA Rule 4-202.08(4)

Mailing. The fee for mailing is the
actual cost. The fee for mailing
shall include necessary transmittal
between courts or offices for
which a public or private carrier is
used.

City or Town; County

Return Check Fee
(service charge $20)

UC 7-15-1(2)(B)(I1)(b)(ii)

City or Town; County

Small Claims Filing Fee
2K - >7,500 $100

UC 78A-8-105(2);
UC 78A-2-301.5 (1)(b)
UC 78A-7-121

City or Town; County

Small Filing Fee
7,500 >10K $185

UC 78A-8-105(2);
UC 78A-2-301.5 (1)(c)
UC 78A-7-121

City or Town; County

Small Counter Filing Fee
OK -2K $50

UC 78A-8-105(2); UC 78A-2-
301.5 (2)(a);
UC 78A-7-121e

City or Town; County

Small Counter Filing Fee
2K-7500 $70

UC 78A-8-105(2); UC 78A-2-
301.5 (2)(b);UC 78A-7-121

City or Town; County

Small Counter Filing Fee
7500->10K $120

UC 78A-8-105(2); UC 78A-2-
301.5 (2)(c); UC 78A-7-121

City or Town; County
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Subject: Justice Courts Compliance

Receipt Type of Ordinance Disposition

Small Claims Appeal
Processing fee $10

UC 78A-2-301.5 (6);
UC 78A-7-121;

City or Town; County

Special Searches (beyond | CJA Rule 4-202.08(5)(A)-(F)
the first 15 minutes of

personnel time)

City or Town; County

Telephone/FAX Charge Fax. The fee for faxing is $5 for

10 pages or less.
The fee for additional pages is
$.50 per page.

City or Town; County

Traffic School Fee

Amount set by local government;
not a court fee.

City or Town; County

Video Tape Copy

CJA Rule 4-202-.08(3)(D)
Video tape: $15 per tape

City or Town; County
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Subiject: General Compliance B and C Road Funds
TYPES OF AGREEMENTS: Appropriation/Formula
TYPES OF RECIPIENTS: Cities & Towns

Counties

SOURCE OF AUTHORIZATION

AND REGULATIONS: Utah Code, Sections 72-3-103 to 110, 72-6-108 to
110, 72-2-107 to 110 and 72-7-106.
Regulations Governing Class B and Class
C Road Funds, 2011 Revision.

INFORMATION CONTACT: UDOT - Local Government Programs Engineer
A. Matthew Swapp 965-4366 or Kevin Anderson
964-4542; Fax 965-4551

A. PROGRAM OBJECTIVES:

To provide funding as a means for assisting counties and incorporated municipalities with the
construction and maintenance of county roads and city and town streets throughout the State.

B. PROGRAM PROCEDURES:

The funding for the Class B and C Roads comes from 30% of the state highway user taxes. The funds
are appropriated to the counties and municipalities based upon the following formula:

1. 50% in the ratio that the entity’s weighted road mileage bears to the total Class B and C
weighted road mileage in the state. (Weighted road mileage is further defined in the Utah
Code, Section 72-2-108.)

2. 50% in the ratio that the entity’s total population bears to the state’s total population as of the
last official census, revenue sharing estimate, or Bureau of Census estimate, whichever is
most recent, except that if population estimates are not made for an entity by the U.S.
Bureau of Census, population figures shall be determined according to the biennial estimate
from the Utah Population Estimate Committee. (Utah Code, Section 72-2-108)

The funds in the Class B and C road account shall be expended under the direction of the State
Transportation Commission in such manner as the Legislature shall provide. (Utah Code, Section 72-
2-107) Permissible uses include, but are not limited to, the uses listed in Section IV of the
Requlations Governing Class B and C Road Funds, (2011 Revision).
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C. COMPLIANCE REQUIREMENTS AND SUGGESTED AUDIT PROCEDURES:

1. TYPES OF SERVICES ALLOWED OR UNALLOWED:

Compliance Requirement:;

Permissible Uses

Including, but not limited to, the following:

a.

—STQ Do o0

K.

All construction and maintenance on eligible Class B and C roads (Utah Code, Sections
72-3-103 to 72-3-104)

Sidewalks, curb and gutter (on all eligible roads and state highways), safety features,
traffic signals, and traffic signs (Utah Code, Section 72-8-104) (Bicycle Paths in B&C
Roads)

Investments for interest purposes (interest to be kept in the fund)

Equipment purchases or equipment leases and rentals

Engineering and administration

Future reimbursement of other funds for large construction projects

Rights of way acquisition, fencing, and cattle guards

Matching federal funds (Utah Code, Section 72-2-110)

Equipment purchased with B and C funds may be leased from the road department to
another department or agency using the rental rate established by the Federal Emergency
Management Agency (FEMA) schedule of equipment rates.

Construction of road maintenance buildings, storage sheds, and yards. Multiple use
facilities may be constructed by mixing funds on a proportional basis.

Litigation of RS-2477 issues (see 2009 regulations and HB 278)

Non-Permissible Uses

Including, but not limited to, the following:

oo oTe

Non-road uses

Police Costs

To pay for rental on equipment which was previously purchased with B&C road funds
Alleys

(Section IV of the_Regulations Governing Class B and C Road Funds, 2011 Revision)

Suggested Audit Procedure:

Test the B and C road fund expenditures to determine whether the costs were incurred only for
permissible uses.
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2. ELIGIBILITY:

3.

4.

Compliance Requirement:;

Class B and C funds may be used only for construction and maintenance on eligible B and C
roads. (B and C roads are defined in Sections 72-3-103 and 104; maintenance and construction
are defined in Section 72-6-109.) Roads or streets with locked gates or restrictive signing will not
be included as eligible roads. (Utah Code, Section 72-7-106) Eligibility requirements for Class B
and C roads and streets are explained in Section VI of the Regulations Governing Class B &
Class C Road Funds, (2008 - 2009 Revision).

Suggested Audit Procedures:

Test the B and C road fund expenditures to determine whether the costs were incurred only for
eligible roads.

MATCHING, LEVEL OF EFFORT, AND/OR EARMARKING REQUIREMENTS:

No matching funds are required from the county or the municipality.

SPECIAL TESTS AND PROVISIONS:

Compliance Requirement:;

Counties, cities, and towns shall cause to be made plans, specifications, and estimates preparatory
to the construction of any project on a Class B or C road, when the estimated cost for any one
project exceeds $125,000 in 2003 + 3% per year increase for labor, equipment, and materials.
(Utah Code, Sections 72-6-108 and 109)

Suggested Audit Procedure:

Review project files to verify that the appropriate documents were prepared.

Compliance Requirement:;

All construction plans, specifications, and estimates required by Section 72-6-108 and all
construction work shall be prepared and performed under the direct supervision of a registered
professional engineer who shall certify to the governing officials that all road construction
projects conform to design and construction standards as currently adopted by the American
Association of State Highway and Transportation Officials. (Utah Code, Section 72-6-110)
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Suggested Audit Procedure:

Review the entity’s files to determine that all construction work was prepared and performed
under the direction of a reqistered professional engineer, and that the engineer has provided the
required certification to the governing officials.

Compliance Requirement:;

All projects in excess of $144,900 (2008) — ($125,000 for 2003, 3 % increase for each subsequent
year) for labor, equipment, and materials shall be performed under contract let to the lowest
responsible bidder. Whenever the estimated cost of the construction exceeds the sum of $144,900
for labor, equipment, and materials, the same shall not be so divided as to permit the construction
in several parts, except by contract. (Utah Code, Section 72-6-108)

Suggested Audit Procedure:

Review selected files to determine adherence with the prescribed procedure.

Compliance Requirement:;

Where the estimates of a qualified engineer referred to in Section 72-6-108 are substantially
lower than any responsible bid received or in the event no bids are received, the county or city
may perform the work by force account. (Utah Code, Section 72-6-109) *“Substantially lower”
means that the low bid is more than 10% higher than the engineer’s estimate.

Suggested Audit Procedure:

Review the supporting documents for projects estimated to cost more than $125,000 where the
work was performed by force account. Determine that proper procedures were followed.
Equipment costs are to be determined using the Federal Emergency Management Agency
schedule of equipment rates.

Compliance Requirement:;

The governing body of any municipality or county may issue bonds redeemable up to a period of
ten years under Title 11, Chapter 14, the Utah Municipal Bond Act, to pay the costs of
constructing, repairing, and maintaining class B or C roads and may pledge class B or C road
funds received pursuant to this section to pay principal, interest, premiums, and reserves for the
bonds. (Utah Code, Section 72-2-108)

Suggested Audit Procedure:

Verify that bonds and bond payments comply with this requirement.
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Compliance Requirement:;

The advertisement for bids on B and C roads shall be published in a newspaper of general
circulation in the county in which such work is to be performed at least once a week for three
consecutive weeks, or if there is no such newspaper, then after posting such notice for at least
twenty days in at least five public places in the county. Sealed bids shall be received by the
governing officials and opened at the time and place designated in the advertisement, and the
contract awarded (provided that the governing officials shall have the right to reject any and all
bids and provided that the person, firm, or corporation to whom any such contract is awarded)
shall be subject to all provisions of Title 63, Chapter 56, Utah Procurement Code. (Utah Code,
Section 72-6-108)

Suggested Audit Procedure:

Review the entity’s project files to verify that the advertising requirements were followed.

Compliance Requirement:;

If any payment on a contract with a private contractor for work on a class B or C road is retained
or withheld, it shall be placed in an interest bearing account and the interest shall accrue for the
benefit of the contractor and subcontractors to be paid after the project is completed and accepted
by the governing officials. (Utah Code, Section 72-3-108(6))

Suggested Audit Procedure:

Review contractor payments and verify that any withholdings from the payments have been
deposited in an interest bearing account and that the interest accrues to the benefit of the
contractors.

Compliance Requirement:

Any local authority desiring to allow its Class B and C road funds to accumulate until such time
as sufficient funds are available for more extensive road projects, can invest said monies in
government offerings or time certificates of deposit for interest earning purposes. All interest
thus earned is to be credited to the local entity’s B and C road fund account. (Regulations
Governing Class B and Class C Road Funds, 2001 Revision.)

Suggested Audit Procedure:

Verify that the funds have been deposited as required and that the interest has been credited to the
entity’s B and C road fund account.
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Compliance Requirement:;

The salaries of County Officers are to be paid monthly from the General Fund. The General Fund
shall not be reimbursed from the Class B road fund for the cost of County Officers for the current
year or previous years. (Utah Code, Section 17-16-18)

Suggested Audit Procedures:

Verify that Class B road funds are not being used to reimburse the General Fund for the cost of
County Officers during the current year or for previous years.
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Title 17B, 17D and other sections of the Utah Code contain legal requirements for districts. Because
there are numerous districts, there are also numerous specific requirements for specific districts. There
are, however, certain requirements that pertain to all districts.

A. BOARD MEMBER QUALIFICATION:

B.

Compliance Requirement:

Except for the exemptions per 17B-1-311(3), Section 17B-1-311(1) and (2) of the Utah Code states
that no elected or appointed member of the board of trustees may, while serving on the board, be
employed by the district, whether as an employee or under contract. No person employed by a local
district, whether as an employee or under contract, may serve on the board of that local district.

Suggested Audit Procedure:

1. Request a representation, in the management representation letter, stating that no member of the
board is also an employee of the district at the same time.

2. Compare names of governing board members to payroll or personnel records.

PERSONNEL POLICY:

Compliance Requirement:

Section 17B-1-801 through 804 of the Utah Code requires districts with any full or part-time
employees to have a personnel system which incorporates policies for the following: recruiting,
advancing, compensating, training, fair treatment, and provision of information about political rights
and appeals procedures. The system should be updated annually. This requirement does not apply to
districts with annual revenues less than $50,000.

Suqggested Audit Procedure:

If the district has any full-time or part-time employees, determine that the district has an updated
personnel policy.
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This section includes general compliance issues which are immaterial or would not result in the auditor
qualifying his opinion. However, the entity is expected to comply with these provisions and the auditor is
expected to test for compliance. Instances of noncompliance should be reported in the management letter.

A. RECORDS RETENTION:

Compliance Requirement:;

Governmental entities are required to: 1) establish and maintain a records management program; 2)
make appointments of records officers to work with the state archives in the care, maintenance,
scheduling, disposal, classification, designation, access, and preservation of records; 3) make and
maintain adequate and proper documentation of the organization; 4) submit to the state archivist
proposed schedules of records for final approval by the records committee; 5) report to the state
archives designated classification of all records series. (UCA 63A-12-103)

Suggested Audit Procedure:

1. Determine if the entity is in compliance with the Government Records Access and Management
Act or have an approved ordinance/policy with summary description that has been sent to the
State Archives.

2. Review retentions and determine if the entity is in compliance with General Records Retention
Schedules or specific schedules they have developed. (General Records Retention Schedules
may be obtained from the Utah State Archives and Records Services, (801) 531-3848 or on the
web at www.archives.utah.gov.)

B. UNCLAIMED PROPERTY:

Unclaimed property is tangible or intangible property for which an owner cannot be located.
Intangible property includes such items as money, crafts, drafts, deposits in a financial institution,
interest, dividends, incomes, credit balances, customer overpayments, gift certificates, security
deposits, refunds, credit memos, unpaid wages, unused tickets, unidentified remittances, stocks,
mutual funds, bonds, notes and other debt obligations, amounts distributable from plans providing
pension, vacation, severance, retirement, death, profit sharing and like benefits, and amounts
distributable from a mineral interest in land.

Compliance Requirement;

A government entity holding intangible property for more than one year after the property became
payable or distributable must report and remit the property to the State Treasurer’s Office, Division
of Unclaimed Property, by November 1 of each year as of the preceding June 30. See Utah Code
67-4a-210 and 301. Report forms are available from the Division of Unclaimed Property by calling
(801) 715-3300 or faxing (801) 715-3309. The address for the Division of Unclaimed Property is
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168 North 1950 West, Suite 102, Salt Lake City, UT 84116. If the entity had a “nil” report (no
unclaimed property), no report is required to be filed.

Suggested Audit Procedure:

If required, determine if the entity has filed its annual report for the fiscal year under audit to the
State Treasurer, Division of Unclaimed Property by contacting the Division of Unclaimed Property
at the above phone number and/or address. Determine if the entity has any property it is holding for
others which could be considered abandoned over one year, but which was not reported.

C. CHILDREN’S LEGAL DEFENSE FUND:

Compliance Requirement;

Counties are required by Utah Code 17-16-21(2)(c) to collect a fee of $10 for each marriage license
for the Children’s Legal Defense Fund. This fee is to be remitted by the county clerk to the State
Division of Finance.

Suggested Audit Procedure:

1. Determine how many marriage licenses were issued by the county clerk for the year and multiply
by $10 to determine the total that should have been collected by the county for the Fund.

2. Determine if the amount that should have been collected (as determined in step 1.) was remitted
to the State Division of Finance.

D. DISPLACED HOMEMAKER PROGRAM:

Counties are required by Utah Code 17-16-21(2)(b) to collect a fee of $20 for each marriage license
for the Displaced Homemaker Program. This fee is to be remitted by the county clerk to the State
Division of Finance.

Suggested Audit Procedure:

1. Determine how many marriage licenses were issued by the county clerk for the year and multiply
by $20 to determine the total that should have been collected by the county for the Fund.

2. Determine if the amount that should have been collected (as determined in step 1.) was remitted
to the State Division of Finance.
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E. ETHICS:

Compliance Requirement:

The law prescribes standards of conduct for officers and employees of the State’s political
subdivisions in areas where there are actual or potential conflicts of interest between their public
duties and their private interests. For example, Utah Code 67-16 prohibits the acceptance and
solicitation of gifts, compensation or loans by a public officer or employee; it also deals with
conflicts of interest.

Suggested Audit Procedure:

Request a representation, in the management representation letter, stating that management, the
governing board and employees have complied with standards of conduct as found in section 67-16
of the Utah Code.

F. NEPOTISM:

Compliance Requirement:

The Utah Code, section 52-3, states that, except under specific circumstances, no public officer may
employ, appoint, vote for, recommend the appointment of, or supervise a relative, when the salary,
wages or compensation of that relative will be paid from public funds.

Suggested Audit Procedure:

Request a representation, in the management representation letter, stating that management has
complied with the Nepotism Act as found in section 52-3 of the Utah Code.
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Information Contact: Dan S. Jones, Bureau Manager - 530-6720

Construction Trades Bureau
Division of Occupational and Professional Licensing

Utah Code, Section 58-56 provides uniform building standards for the State of Utah. Pursuant to Utah
Code, Section 58-56-4(2), the State has adopted the International Building Code, the International
Plumbing Code, the International Mechanical Code, the National Electrical Code, the International
Energy Conservation Code, the International Residential Code, the International Fuel Gas Code, and the
Federal Manufactured Housing Construction and Safety Standards Act as the building standards for the
State of Utah. These codes mandate that local jurisdictions issue building permits and perform
inspections for construction within their jurisdictions. A schedule of fees is to be established by those
jurisdictions for the issuing of building permits.

Utah Code, Section 15(a)-1-209(5) mandates that each compliance agency shall charge a 1% surcharge on
all building permits issued and shall remit 80% of the surcharge collected to the Division of Occupational
and Professional Licensing to be deposited into the General Fund as a dedicated credit to be utilized by
the division to provide inspectors with the necessary training, education, and testing in order to meet the
minimum qualifications to become licensed as building inspectors. The 1% surcharge should be charged
on all inspection fees. However, it is not required on plan check fees or on impact fees.

A. REPORTS:

Compliance Requirement:;

Each county municipality is required to file a quarterly report on a form provided by the division
indicating the total amount collected for building permits within their jurisdiction. The report further
breaks down the computation to the .8%, which is to be paid to the division with the filing of the
report. The report with the remittance is to be mailed to the Division of Occupational and
Professional Licensing no later than 30 days following the end of each quarter.

Suggested Audit Procedure

1. Determine whether the quarterly reports were filed.

2. Use analytical procedures to determine whether the amounts submitted with the reports
(80% of the surcharge) to the Division of Occupational and Professional Licensing were
reasonable.
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Current and Prior Years (Counties Only)

Both the Tax Commission and the State’s Uniform Accounting Manual require a Statement of Taxes
Charged, Collected, and Disbursed - Current and Prior Years (also called the treasurer’s settlement
statement). The statement is used to disclose property tax activity within the county.

Compliance Requirement:

Every county is required to have this statement in its audit report for years ending
December 31, 1993 and later. The independent auditor should also provide at least, “in
relation to the financial statements taken as a whole” assurance on this statement.

Suggested Audit Procedures:

1. Determine if the statement agrees with the county’s records and is materially correct.

2. Ensure that the statement is included in the supplemental section of the financial
statements.

3. Ensure that “in relation to” assurance on this statement is provided in the independent
auditor’s report on the financial statements.
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This section includes compliance requirements for the accounting for funds raised by levies on property
taxes which are to be used in each county’s functions of assessing, collecting, and distributing property
taxes. The Utah Code 59-2-1602 through 59-2-1605 discusses this area. Part 59-2-1602(1) states that,
“The purpose of the levy established . . . is to promote the accurate valuation of property, the
establishment and maintenance of uniform assessment levels within and among counties, and the efficient
administration of the property tax system, including the costs of assessment, collection, and distribution
of property taxes.” Part 1605 states that, “Each county shall separately account for the use of any monies
received or expended under a levy imposed under Section 59-2-1602, 59-2-1603, 59-2-1604.”

Compliance Requirement;

Every county is required to separately account for assessing and collecting (“A&C”) funds, whether
received from the State’s Property Tax Valuation Agency Fund, or from its own levy. Further, each
county is required to spend such funds only on functions related to the valuation of property, the

establishment and maintenance of uniform assessment levels; and the efficient administration of the
property tax system, including the costs of assessment, collection, and distribution of property taxes.

Direct charges to this function will originate in certain county departments which deal with A&C, i.e.,
assessor, treasurer, auditor. Since those departments usually perform a variety of duties, only a
supportable allocation of their costs should be made to the A&C function. Related indirect costs; i.e.,
building maintenance, utility costs, and personnel costs, may also be allocated to this function. Such
costs will need to be allocated twice: first, to the department based on a reasonable and supportable
allocation method, i.e., square footage, CPU time, personnel count; and, second, through the
department’s allocation to the A&C function.

Suggested Audit Procedures:

1. Examine the county’s separate accounts for the A&C function and document that the county has
properly accounted for A&C revenues separately, both those received from the state and those
received from its own levy.

2. Examine the county’s costs charged to A&C. Document that the costs, both direct and indirect,
were related to the A&C function and were allocated using reasonable allocation percentages.

3. Document that any A&C revenues which exceeded costs charged in the year under audit were
carried over and reserved for the A&C function for the following year.
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The Utah Code 59-12-301 allows a county to impose a transient room tax not to exceed 4.25 percent.

Utah Code 17-31-5.5 provides that the Legislative body of each county imposing the transient room tax
and/ or tourism, recreation, culture, and convention facilities tax shall annually engage an independent
auditor to perform an audit to verify that transient room tax funds and tourism, recreation, culture, and
convention facilities tax are used only as authorized by this chapter and to report the findings of the audit
to the county legislative body.

This is accomplished by reporting the breakdown of expenditures as required by UC 17-31-5.5(3). (See
compliance requirement below for the specific breakdown of expenditures.)

Utah Code 17-31-2 provides that:

1.

In any county up to 100 percent of the tax may be used to establish, finance, and promote
recreation, tourism, film production and conventions.

A county may not expend more than 1/3 of the revenues generated by the transient room tax for
any combination of the following purposes:

a. acquiring, leasing, constructing, furnishing, maintaining, or operating convention meeting
rooms, exhibit halls, visitor information centers, museums, sports and recreation facilities
(including practice fields, stadiums, and arenas), and related facilities; and acquiring land,
leasing land, or making payments for construction or infrastructure improvements;

b. as required to mitigate the impacts of recreation, tourism, or conventions in counties of the
fourth, fifth, or sixth class, to pay for solid waste disposal operations, emergency medical
services, search and rescue activities, and law enforcement activities; or

c. making the annual payment of principle, interest, premiums, and necessary reserves for bonds
related to these activities.

If, on or after October 1, 2006, a county legislative body imposes a tax or increases the rate of the
tax to a rate that exceeds 3%, the county legislative body may expend revenues generated by that
portion of the rate that exceeds 3% for any purposes described in 1 and 2 above, without any of
the restrictions in 2 above.

The county may issue bonds for the allowable purposes. However, the annual payments on the
bonds, including interest, premiums, and necessary reserves, may only be made in the proportions
as outline above.

The county may create a reserve fund so that any funds collected by the tax but not expended
during any fiscal year shall not revert to the general fund, but shall be retained in a special fund to
be used for the purposes outline above. See Utah Code 17-31-2(1), (2), and (3) for details.
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Compliance Requirement;

Any county imposing these taxes shall annually engage an independent auditor to do an audit to
verify that the transient room tax and tourism, recreation, culture, and convention facilities tax were
used only as authorized by law and to report the findings of the audit to the county legislative body.
This should be done as part of the regular annual audit.

For calendar years beginning CY 20086, state law requires additional financial reporting of the use
(expenditure) of the transient room taxes and the tourism, recreation, culture, and convention facilities
taxes. This breakdown of expenditures should be included as an attached schedule to the Independent
Auditor’s Report on Legal Compliance With Applicable Utah State Laws and Regulations. The
auditor should issue an in-relation-to opinion on this schedule. (An example format of this schedule
can be found below.)

Utah Code Section17-31-5.5(3) requires a breakdown of expenditures into the following categories:

Transient Room Tax
Establishing and promoting:
Recreation
Tourism
Film production
Conventions

Acquiring, leasing, constructing, furnishing, or operating:
Convention meeting rooms
Exhibit halls
Visitor information centers
Museums
Related facilities

Acquiring or leasing land required for or r