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Welcome Jeremy Walker—Manager

Jeremy is a CPA with a Bachelor’s and Master’s degree in Accounting from Southern Utah
University. Jeremy not only brings experience as an auditor with national and local public
accounting firms, but also hands-on experience as a City Finance Director and County
Treasurer. Jeremy is active in several professional associations where he has served on
committees applicable to his expertise and responsibilities. Jeremy lives in his native Tooele
County with his wife and four children. Jeremy’s assignments include Cities and Towns, the
Uniform Accounting Manual, Regional Training, and Local Government Reporting Compliance.
Jeremy can be contacted at jeremywalker@utah.gov or 801-538-1040.

Welcome Kylie Cone—Office Specialist

Kylie is originally from Kennewick, Washington. After graduating from high school, she
moved to Utah to attend Brigham Young University. In August of 2014, Kylie received her
Bachelor’s degree in International Relations with a minor in Communications. While
attending BYU she worked as an administrative assistant for the athletic directors and
football staff. Kylie’s assignments within the Local Government Division include processing
all of the submitted reports, corresponding with local government officials, and helping
local government officials navigate the online submission system. Kylie can be contacted at
kcone@utah.gov or 801-538-1364.
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Local Government Training

The Office of the State Auditor (OSA) is excited to announce a new method
for delivering training.

In an effort to be more efficient and effective in reaching a larger portion of our audience, the
OSA is moving from in-person training to online training. This new online tool will allow access
to training from a computer, tablet or even cell phone (similar to Skype, Google Hangouts or
GoToMeeting).

The online training will be in two formats—live webinars and prerecorded training modules.
Both formats will have audio and video of the presenter as well as the content displayed on
the screen. Modules will be about 10 minutes in length and can be paused, rewound, and
viewed at any time. Webinars will have an interactive tool to allow the submission of
guestions or communication with the presenter.

We are currently producing the first of what will become a library of training modules. We will
begin with basic content modules that address general topics and apply to the largest number
of people. We will then create more advanced content modules that address topics in greater
detail or topics specific to a certain type of entity like a special service district. We look
forward to your suggestions on training modules you think will be helpful.

These online trainings will replace our previous practice of an annual road trip for regional
in-person training. This will save time and money for all of us. Though regional in-person
training will no longer be provided, we will continue to provide in-person training as
requested by groups, associations, or individual entities, as our resources and schedules allow.
Finally, remember that we are always available to answer specific questions by phone or
email.

Look for our online training modules on our website (auditor.utah.gov) later this year.
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2015 Annual CPA Training

The Office of the Utah State Auditor announces its annual
training for CPAs who audit local governments.

Thursday, April 30, 2015
The cost is $65 per person for the half day of training. No lunch
1:00 pm to 5:00 pm will be provided; however, we will have a break session with
Larry Miller Campus of Salt Lake snacks. This training will provide 4 hours of CPE credit.
Community College You can find a detailed agenda of the training on our website at
Building MFEC - Room 101 auditor.utah.gov/local-government/training/.

CPA Training Registration Form

Please use one registration form per firm and list the individual names of those attending in the space
provided below. The cost is $65 per person for the day of training. If you have any questions, please contact
Kylie Cone at kcone@utah.gov or 801-538-1025.

Please mail in this registration form by April 22, 2015.

Make checks payable to the Office of the Utah State Auditor and mail to:
ATTN: Kylie Cone

Office of the Utah State Auditor

P.0O.Box 142310

Salt Lake City, Utah 84114

Firm Name:

Contact Name: Contact Phone:

Person(s) Attending: Email:

1)

2)

3)

4)

5)

6)

Number of Attendees x $65 = Total $
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Changes to Financial Reporting Requirements

Changes to Thresholds and Reports

Changes to Laws, Rules and Authoritative Guidance

As a result of SB132, which was passed in the 2015 legislative session (pending signature of the Governor)
the following changes have been made to financial reporting thresholds and report requirements for local
governments, including and especially nonprofit organizations. Reports for CY and FY 2015 are subject to
these new requirements, which will be codified in Utah Code 51-2a-201.5

Nonprofit entities

Reporting requirements for nonprofit entities are now based upon the total amount of federal pass
through money*, state money* and local money* received by the nonprofit entity rather than total
revenues and expenditures of the nonprofit.

Requirement: Nonprofit entities whose revenues or expenditures of federal pass through money,
state money*, and local money* is:

$750,000 or more are required to have an audit completed by an independent CPA.

Between $350,000 and $750,000 are required to have a review completed by an
independent CPA.

Between $100,000 and $350,000 are required to have a compilation completed by an
independent CPA.

Between $25,000 and $100,000 are required to submit a fiscal report in a format prescribed
by the OSA. (Note: We anticipate that a Form 990 would satisfy the requirements of this
fiscal report for those nonprofits that prepare a Form 990 and would like to take
advantage of this option. Otherwise, a fiscal report template will be provided on our
website for completion and submission.)

* Per HB132, federal pass-through money, state money, and local money “does not include money used to buy goods or
services from a vender.”

Local governments

Requirement: The threshold of revenues and expenses required to have an audit conducted by
an independent CPA will changed from $500,000 to $750,000.

In conjunction with this change in the law, the OSA will also be making changes in reporting requirements
for entities that have revenues or expenditures less than $750,000. These new requirements are as
follows:

Requirement: The threshold of revenues and expenses required to have an agreed-upon
procedures engagement performed by an independent CPA will change from $100,000 to
$350,000. In other words, entities with revenues or expenditures between $350,000 and $750,000
are required to have an agreed-upon procedure performed.

Requirement: Local government entities with revenues or expenditures less than $350,000 will
be required to complete an annual self-assessment checklist devised by the OSA. These self-
assessment checklists will be subject to on-site review by the OSA or a third-party designee selected

by the OSA.

—
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Changes to Financial Reporting Requirements (Continued)

Changes to Thresholds and Reports (Continued)

Changes to Budget Form Requirement

We will no longer require local governments to use, but will continue to provide, the OSA Budget Form when
submitting their budgets. However, please remember that State law requires budgets to include 3 years of
comparative data (prior year actual, current year estimated, and the budget year).

Changes to limits for the Utah Public Finance (Transparency) Website

Beginning with the first quarter of 2015, all local government entities with revenues or expenditures greater
than $500,000 are required to submit quarterly revenue and expenditure, annual balance sheet and
employee compensation information to the Transparency Website.

For help in uploading your information to the Transparency website at transparent.utah.gov, see:
http://finance.utah.gov/reporting/documents/01-01-02.pdf

or contact Darrell Swenson in the State Division of Finance at 801-538-3059 or darrellswenson@utah.gov

Required Reports Checklist

The OSA reviews all of the reports that you submit to us. During these reviews, we often find that entire
reports or components of those reports are omitted. In an effort to help you submit required reports timely
and completely, we have developed documents, in checklist form, that contain each required report and its
components. We included columns for you to track who submitted the document, the date of submission,
the due date, and how to submit it. Please be aware that some of the reports or report components will not
be applicable to every entity.

These documents also define the criteria for a complete Accounting Report as required by law and utilized in
our enforcement policy outlined below.

The checklists are organized by entity type, reporting year, and threshold amounts. They can be viewed at
the following link: http://auditor.utah.gov/publications/reporting-requirements/.

We encourage you to use the checklist that is applicable to your entity every year to aid in timely and
complete submission of required reports as thresholds and requirement change regularly.
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Changes to Financial Reporting Requirements (Continued)

New Policy for the Enforcement of Reporting Requirements

To facilitate timely compliance with submissions of required reports, the OSA has adopted a policy for
enforcement, in line with Utah Code 51-2a-401. The following is an outline of the OSA’s policy:

Annual Budget Enforcement
Preliminary Notice:

A Notice of Filing Deadline will be sent as the fiscal year approaches.

Final Notice:

A Notice of Noncompliance will be sent if a budget has not been submitted to the OSA by January 30
or July 30, as applicable, except for entities that are going through the Truth-in-Taxation process.
Entities going through the Truth-in-Taxation process will receive the Notice if a budget has not been
submitted to the OSA within 30 days following the August 17th Truth-in-Taxation deadline.

Suspend Funds:

An Order to Suspend Disbursements, citing authority from Utah Code 37-3-3, will be sent to all non-
compliant entities if a budget has not been submitted to the OSA within 10 business days following
the Notice of Noncompliance.

Freeze Funds:

A Request to File Action will be sent to the Office of the Attorney General, citing authority from Utah
Code 67-3-1(8)(d), if a budget has not been submitted to the OSA within 30 days following the Order
to Suspend Disbursements.

Once a Court Order has been granted, the OSA will deliver copies to the State Division of Finance, the
State Treasurer, the entity, and the entities financial institution.

Necessary Disbursements:

As required by Utah Code 67-3-1(10) necessary disbursements will be authorized by the OSA to avoid
a major disruption in operations and meet debt service obligations.

Even with the entities bank accounts frozen, the managers of the entity are still responsible for
running day-to-day operations of the entity. As such, entity management will be required to submit to
the OSA requests for authorization of disbursements. Requests for authorization must contain
adequate explanation and documentation.

Release of Funds:

Upon receipt of the entity’s budget, an Order to Release Funds will be immediately sent to all entities
that were ordered to suspend or freeze funds.

[ e
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Changes to Financial Reporting Requirements (Continued)

New Policy for the Enforcement of Reporting Requirements
(Continued)

Accounting Report Enforcement
Preliminary Notice:

A Notice of Filing Deadline will be sent as the reporting deadline approaches.

Final Notice:

A Notice of Noncompliance will be sent if a complete Accounting Report has not been submitted by
January 30 or July 30, as applicable. This will constitute the 60-day notice required in Utah Code 67-3-

1(8)(a).

Withhold Funds:

An Order to Withhold Funds, citing authority from Utah Code 67-3-1(7)(g), will be sent to the County
Treasurer and the State Division of Finance if a complete Accounting Report has not been submitted
within 60 days of the Notice of Non-compliance.

Release Funds:

An Order to Release Funds will be sent upon receipt of a complete Accounting Report to all entities
ordered to withhold funds.

Review and Follow-up

Once the Accounting Report has been submitted, the OSA will review it to verify completeness. If an element
of the complete Accounting Report is missing, the OSA will send a Notice of Noncompliance specifying the
elements needed for completion and the date (60 days thereafter) when an Order to Withhold Funds will be
issued if full completion is not achieved.
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CPA Corner

CPA Work Paper Review Process

Purpose

Accountability and transparency of public accounts and public funds are primary objectives of the Office of
the Utah State Auditor (OSA). Audit quality is a key method by which these objectives are achieved. Audit
quality is most effectively determined through a careful evaluation of the evidence of work found in the audit
work papers. As outlined in the authority section below, laws have been established for the OSA to evaluate
the quality of governmental audits.

We recognize that most firms perform quality work that meets expected standards. Unfortunately, not all
firms achieve an acceptable standard. Our work paper review process is designed to ensure that the work
being done and under the direction and on behalf of the OSA meets standards.

Authority

Utah Constitution Article VII, Section 15 states that “The State Auditor shall perform post audits of public
accounts...” Public accounts include the accounts of all public bodies, including political subdivisions of the
State. Political subdivisions of the State include counties, municipalities, local education authorities, and local
and special service districts. Therefore, all audits of these public accounts are conducted under the State
Auditor’s delegated authority.

Utah Code 51-2a further emphasizes the State Auditor’s role and oversight responsibilities for audits of
political subdivisions by specifically stating that “The state auditor shall have access to all accounting report
work papers...” and that “...the state auditor shall adopt guidelines, qualifications criteria, and procurement
procedures for the use in procurement of audit services for all entities that are required by Section 51-2a-201
to cause an accounting report to be made.”

Rotation

At least once every three years, the OSA will review work papers for firms that perform audits of local
government entities (inclusive of nonprofits) that have reporting requirements from the OSA. During this
review, a firm will receive a rating of “Pass,” “Needs improvement,” or “Fail” and will be reported accordingly.
The State Auditor will not accept any audit reports prepared by a firm that has a current rating of “fail.”

Criteria for the Rating Categories

e “Pass” —Overall performance of the audit engagement was satisfactory or better.

e “Needs Improvement” — Critical performance deficiencies were noted. Without corrective action, these
deficiencies over time could result in a significant failure to meet Government Auditing Standards (GAS),
auditing standards generally accepted in the United States of America (GAAS), or expectations
promulgated in the State Compliance Audit Guide issued by the OSA.
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CPA Corner (Continued)

CPA Work Paper Review Process (Continued)

«“Fail” — Significant and pervasive performance deficiencies were noted that the firm has failed to correct.
These deficiencies indicate that there was insufficient and inadequate evidence to support the auditor’s
opinion. These deficiencies may include:

eMaterial line items or footnotes that were not subject to adequate test work.

eInsufficient evidence to support significant audit, planning, or completion procedures.
eFailure to meet significant GAS or GAAS requirements.
eFailure to communicate significant matters to those charged with governance.

eFailure to properly document the auditor’s work in the work papers.

Corrective Action

Needs Improvement

A firm that receives a rating of “needs improvement” (and plans to continue performing governmental
audits) will be required to provide the OSA with a corrective action plan of no longer than one year. The
purpose of the corrective action plan is to inform the OSA of the steps that will be taken to correct the
deficiencies noted and to ensure they are prevented in future audits. This plan will be part of the follow up re
-evaluation. Any firm with a rating of “needs improvement”, which fail to correct the identified deficiencies
upon the follow up review by the OSA will be issued a rating of “Fail.”

Fail

A firm with a rating of “Fail” may appeal that decision to the State Auditor, who has the sole discretion to
accept or reject audit work performed under his delegated authority.

Darryl Wilkinson
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