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February 28, 2023

The Members of the Utah State Legislature
The Honorable Spencer J. Cox, Governor, State of Utah

We are pleased to submit the Single Audit Report of federal financial assistance for the State of
Utah for the year ended June 30, 2022. The audit was conducted in accordance with the
requirements of Title 2 U.S. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost Principles, and Audit Requirements for Federal Awards (Uniform Guidance).

This report contains the following:

e  Our reports on compliance and on internal control, at the financial statement level and
at the major federal program level, and on the Schedule of Expenditures of Federal
Awards.

e The Schedule of Expenditures of Federal Awards.

e  The Schedule of Findings and Questioned Costs, together with the views of responsible
officials.

e Management’s corrective action plans.

e The Summary Schedule of Prior Audit Findings.

The results of this report are critical since the State of Utah continues to have a heavy
dependence on federal financial assistance, which amounted to $9.4 billion in federal
expenditures and $708 million in loans, loan guarantees, endowments, and nonmonetary
assistance for the fiscal year ended June 30, 2022.

The State of Utah’s Annual Comprehensive Financial Report for the year ended June 30, 2022 and
our report thereon, dated December 14, 2022, have been issued under separate cover.

We express our appreciation to the State agencies’ and institutions’ program and accounting
personnel and to the State Division of Finance who continue to demonstrate professionalism
and competence in administering and accounting for the complexities of federal financial
assistance.

Sincerel

n/Dougall
State Auditor
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INTRODUCTION

Background

The Federal Government requires the State of Utah to have an entity-wide audit of its
financial statements and its federal programs as a condition of receiving federal financial
assistance. The federally-required audit is commonly referred to as the “single audit.” The
single audit focuses on testing compliance with laws and regulations and related internal
controls over compliance for major programs. The requirements for performing the single
audit are stated in Subpart F of Title 2 U.S. Code of Federal Regulations (CFR) Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance).

Scope

Uniform Guidance requires a risk-based approach to auditing federal programs. Under the
risk-based approach, programs are classified as Type A or Type B programs based on a
dollar level computed in accordance with Uniform Guidance. Type A programs for the State
are those programs which exceeded $30,000,000 in federal awards expended for the fiscal
year ended June 30, 2022. All other programs are classified as Type B. For the year ended
June 30, 2022, 12 Type A and 6 Type B programs were audited as major programs in
accordance with Uniform Guidance requirements. The State had 26 Type A programs and
hundreds of Type B programs in fiscal year 2022. (See the Type A vs Type B Programs chart
on the following page.)

Presentation

This report includes all required information for the single audit except the State’s financial
statements and our report thereon, which were issued under separate cover. A Schedule of
Expenditures of Federal Awards by federal agency is presented as required. An optional
Schedule sorted by state agency is also presented. The required summary of our audit results,
including a list of the major programs audited, is presented on pages 128-29. In addition,
management’s corrective action plan and summary schedule of prior audit findings are
presented in separate sections of the report. The type of each finding and the auditor’s
report(s) to which it relates are listed in the foregoing Table of Contents.



State Of Utah Single Audit Report

For the Year Ended June 30, 2022

INTRODUCTION

TYPE A vs TYPE B PROGRAMS

TOTAL FEDERAL ASSISTANCE
FOR THE FISCAL YEAR ENDED JUNE 30, 2022

(includes loan balances and disbursements)

Type B Programs
$0.785 Billion
7.79%

Type A Programs
$9.295 Billion
92.21%
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Independent Auditor’s Report

On Internal Control over Financial Reporting and on Compliance and Other Matters Based on
an Audit of Financial Statements Performed in Accordance with Government Auditing
Standards

To the Members of the Utah State Legislature
and

The Honorable Spencer J. Cox

Governor, State of Utah

We have audited, in accordance with the auditing standards generally accepted in the
United States of America and the standards applicable to financial audits contained in
Government Auditing Standards issued by the Comptroller General of the United States, the
financial statements of the governmental activities, the business-type activities, the
aggregate discretely presented component units, each major fund, and the aggregate
remaining fund information of the State of Utah (the State), as of and for the year ended
June 30, 2022, and the related notes to the financial statements, which collectively comprise
the State’s basic financial statements. We have issued our report thereon dated December
14, 2022.

Our report includes a reference to other auditors who audited the financial statements of
the School and Institutional Trust Funds Office, Student Assistance Programs, Public
Employees Health Program, Utah Transit Authority, the University of Utah’s Hospitals and
Clinics and component units, Utah State University’s Space Dynamics Laboratory, Utah
Inland Port Authority, Utah Retirement Systems, and the Utah Educational Savings Plan dba
my529, as described in our report on the State’s financial statements. This report does not
include the results of the other auditors' testing of internal control over financial reporting or
compliance and other matters that are reported separately by those auditors.

Report on Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the State’s
internal control over financial reporting (internal control) to determine the audit
procedures that are appropriate in the circumstances for the purpose of expressing our
opinions on the financial statements, but not for the purpose of expressing an opinion on
the effectiveness of the State’s internal control. Accordingly, we do not express an opinion
on the effectiveness of the State’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficiencies in internal control that might
be material weaknesses or significant deficiencies and therefore, material weaknesses or
significant deficiencies may exist that have not been identified. However, as described in
the accompanying schedule of findings and questioned costs, we did identify certain
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deficiencies in internal control, one of which we consider to be a material weakness and
two of which we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not
allow management or employees, in the normal course of performing their assigned
functions, to prevent, or to detect and correct, misstatements on a timely basis. A material
weakness is a deficiency, or a combination of deficiencies, in internal control such that there
is a reasonable possibility that a material misstatement of the entity’s financial statements
will not be prevented, or detected and corrected, on a timely basis. We consider the
deficiency described in the accompanying schedule of findings and questioned costs as
Finding 2022-001 to be a material weakness.

A significant deficiency is a deficiency, or a combination of deficiencies, in internal control
that is less severe than a material weakness, yet important enough to merit attention by
those charged with governance. We consider the deficiencies described in the
accompanying schedule of findings and questioned costs as Findings 2022-002 and 2022-
003 to be significant deficiencies.

Report on Compliance and Other Matters

As part of obtaining reasonable assurance about whether the State’s financial statements
are free from material misstatement, we performed tests of its compliance with certain
provisions of laws, regulations, contracts, and grant agreements, noncompliance with
which could have a direct and material effect on the determination of financial statement
amounts. However, providing an opinion on compliance with those provisions was not an
objective of our audit, and accordingly, we do not express such an opinion. The results of
our tests disclosed no instances of noncompliance or other matters that are required to be
reported under Government Auditing Standards.

The State’s Response to Findings

Government Auditing Standards requires the auditor to perform limited procedures on the
State’s responses to the findings identified in our audit and described in the accompanying
schedule of findings and questioned costs. The State’s responses were not subjected to the
auditing procedures applied in the audit of the financial statements and, accordingly, we
express no opinion on it.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control
and compliance and the results of that testing, and not to provide an opinion on the
effectiveness of the entity’s internal control or on compliance. This report is an integral
part of an audit performed in accordance with Government Auditing Standards in
considering the entity’s internal control and compliance. Accordingly, this communication
is not suitable for any other purpose. However, pursuant to Utah Code Title 63G Chapter 2,
this report is a matter of public record, and as such, its distribution is not limited.

Office of the State Auditor

Salt Lake City, Utah
December 14, 2022
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Independent Auditor’s Reports on:
e Compliance For Each Major Federal Program
¢ Internal Control Over Compliance Required by Uniform Guidance
e Schedule of Expenditures of Federal Awards Required by Uniform Guidance

To the Members of the Utah State Legislature
and

The Honorable Spencer J. Cox

Governor, State of Utah

Report on Compliance for Each Major Federal Program
Qualified and Unmodified Opinions

We have audited the State of Utah’s (State’s) compliance with the types of compliance
requirements identified as subject to audit in the 2022 OMB Compliance Supplement that
could have a direct and material effect on each of the State’s major federal programs for
the year ended June 30, 2022. The State’s major federal programs are identified in the
Summary of Auditor’s Results section of the accompanying “Schedule of Findings and
Questioned Costs.”

Qualified Opinion on the Emergency Rental Assistance Program

In our opinion, except for the noncompliance described in the Basis for Qualified and
Unmodified Opinions section of our report, the State of Utah complied, in all material
respects, with the compliance requirements referred to above that could have a direct and
material effect on the Emergency Rental Assistance Program (ALN 21.023) for the year
ended June 30, 2022.

Unmodified Opinion for Each of the Other Major Federal Programs

In our opinion, the State of Utah complied, in all material respects, with the types of
compliance requirements referred to above that could have a direct and material effect on
each of its other major federal programs identified in the Summary of Auditor’s Results
section of the accompanying schedule of findings and questioned costs for the year ended
June 30, 2022.

We did not audit the Federal Family Education Loan Program (ALN 84.032). This program
was audited by other auditors whose reports thereon have been furnished to us, and our
opinion, insofar as it relates to compliance requirements for these programs, is based solely
on the reports of the other auditors.

The State’s basic financial statements include the operations of Utah Transit Authority
(UTA), a discretely presented component unit. UTA expended $179.5 million in federal
awards for its fiscal year ended December 31, 2021. Its federal awards were audited by
other auditors in accordance with the audit requirements of Title 2 U.S. Code of Federal
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Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards. The results of that audit are reported separately.

Basis for Qualified and Unmodified Opinions

We conducted our audit of compliance in accordance with auditing standards generally
accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards issued by the Comptroller General of the
United States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part
200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements for
Federal Awards (Uniform Guidance). Our responsibilities under those standards and
Uniform Guidance are further described in the Auditor’s Responsibilities for the Audit of
Compliance section of our report.

We are required to be independent of the State and to meet our ethical responsibilities, in
accordance with relevant ethical requirements relating to our audit. We believe that the
audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion on compliance for each major federal program. Our audit does not provide a legal
determination of the State’s compliance with the compliance requirements referred to
above.

Matter Giving Rise to Qualified Opinion on the Emergency Rental Assistance Program

As described in the accompanying schedule of findings and questioned costs, the State did
not comply with requirements regarding the Emergency Rental Assistance Program (ALN
21.023) as described in finding number 2022-019 for Eligibility, Allowable Activities, and
Allowable Costs.

Compliance with such requirements is necessary, in our opinion, for the State to comply
with the requirements applicable to that program.

Responsibilities of Management for Compliance

Management is responsible for compliance with the requirements referred to above and for
the design, implementation, and maintenance of effective internal control over compliance
with the requirements of laws, statutes, regulations, rules, and provisions of contracts or
grant agreements applicable to the State’s federal programs.

Auditor’s Responsibilities for the Audit of Compliance

Our objectives are to obtain reasonable assurance about whether material noncompliance
with the compliance requirements referred to above occurred, whether due to fraud or
error, and to express an opinion on the State’s compliance based on our audit. Reasonable
assurance is a high level of assurance but is not absolute assurance and therefore is not a
guarantee that an audit conducted in accordance with generally accepted auditing
standards, Government Auditing Standards, and Uniform Guidance will always detect
material noncompliance when it exists. The risk of not detecting material noncompliance
resulting from fraud is higher than for that resulting from error, as fraud may involve
collusion, forgery, intentional omissions, misrepresentations, or the override of internal
control. Noncompliance with the compliance requirements referred to above is considered
material if there is a substantial likelihood that, individually or in the aggregate, it would
influence the judgment made by a reasonable user of the report on compliance about the
State’s compliance with the requirements of each major federal program as a whole.



In performing an audit in accordance with generally accepted auditing standards,
Government Auditing Standards, and Uniform Guidance, we:

e Exercise professional judgment and maintain professional skepticism throughout
the audit.

e Identify and assess the risks of material noncompliance, whether due to fraud or
error, and design and perform audit procedures responsive to those risks. Such
procedures include examining, on a test basis, evidence regarding the State’s
compliance with the compliance requirements referred to above and performing
such other procedures as we considered necessary in the circumstances.

e Obtain an understanding of the State’s internal control over compliance relevant
to the audit in order to design audit procedures that are appropriate in the
circumstances and to test and report on internal control over compliance in
accordance with Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of the State’s internal control over compliance.
Accordingly, no such opinion is expressed.

We are required to communicate with those charged with governance regarding, among
other matters, the planned scope and timing of the audit and any significant deficiencies
and material weaknesses in internal control over compliance that we identified during the
audit.

Other Matters

The results of our auditing procedures disclosed other instances of noncompliance, which
are required to be reported in accordance with Uniform Guidance and which are identified
as Type H in the foregoing “Table of Contents” and described in the accompanying
“Schedule of Findings and Questioned Costs.” Our opinion on each major federal program
is not modified with respect to these matters.

Government Auditing Standards requires the auditor to perform limited procedures on the
State’s response to the noncompliance findings identified in our compliance audit described
in the accompanying schedule of findings and questioned costs. The State’s response was
not subjected to the other auditing procedures applied in the audit of compliance and,
accordingly, we express no opinion on the response.

Report on Internal Control Over Compliance

Our consideration of internal control over compliance was for the limited purpose described
in the Auditor’s Responsibilities for the Audit of Compliance section above and was not
designed to identify all deficiencies in internal control over compliance that might be
material weaknesses or significant deficiencies in internal control over compliance and
therefore, material weaknesses or significant deficiencies may exist that were not
identified. However, as discussed below, we did identify certain deficiencies in internal
control over compliance that we consider to be material weaknesses and significant
deficiencies.

A deficiency in internal control over compliance exists when the design or operation of a
control over compliance does not allow management or employees, in the normal course of
performing their assigned functions, to prevent, or to detect and correct, noncompliance
with a type of compliance requirement of a federal program on a timely basis. A material
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weakness in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance, such that there is a reasonable possibility
that material noncompliance with a type of compliance requirement of a federal program
will not be prevented, or detected and corrected, on a timely basis. We consider the
deficiencies in internal control over compliance described in the accompanying schedule of
findings and questioned costs as items 2022-004, 2022-006, 2022-019, and 2022-020 to be
material weaknesses.

A significant deficiency in internal control over compliance is a deficiency, or a combination
of deficiencies, in internal control over compliance with a type of compliance requirement
of a federal program that is less severe than a material weakness in internal control over
compliance, yet important enough to merit attention by those charged with governance. We
consider the deficiencies in internal control over compliance identified in the foregoing
“Table of Contents” as Type F to be significant deficiencies. The accompanying schedule of
findings and questioned costs describes each of these significant deficiencies.

Our audit was not designed for the purpose of expressing an opinion on the effectiveness of
internal control over compliance. Accordingly, no such opinion is expressed.

Government Auditing Standards requires the auditor to perform limited procedures on the
State’s response to the internal control over compliance findings identified in our audit and
described in the accompanying schedule of findings and questioned costs. The State’s
response was not subjected to the other auditing procedures applied in the audit of
compliance and, accordingly, we express no opinion on the response.

The purpose of this report on internal control over compliance is solely to describe the scope
of our testing of internal control over compliance and the results of that testing based on
the requirements of Uniform Guidance. Accordingly, this report is not suitable for any other
purpose.

Report on the Schedule of Expenditures of Federal Awards Required by Uniform Guidance

We have audited the financial statements of the governmental activities, the business-type
activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information of the State of Utah, as of and for the year ended
June 30, 2022, and the related notes to the financial statements, which collectively comprise
the State’s basic financial statements. We have issued our report thereon, which contained
unmodified opinions, dated December 14, 2022.

Our audit was conducted for the purpose of forming opinions on the State of Utah’s basic
financial statements. The accompanying “Schedule of Expenditures of Federal Awards” is
presented for purposes of additional analysis as required by Uniform Guidance and is not a
required part of the basic financial statements. Such information is the responsibility of
management and was derived from and relates directly to the underlying accounting and
other records used to prepare the basic financial statements.

The Schedule of Expenditures of Federal Awards has been subjected to the auditing
procedures applied in the audit of the financial statements and certain additional
procedures, including comparing and reconciling such information directly to the
underlying accounting and other records used to prepare the basic financial statements, and
other additional procedures, in accordance with auditing standards generally accepted in
the United States of America. The accompanying “Schedule of Expenditures of Federal
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Awards” does not include UTA’s $179.5 million in federal awards expended for its fiscal year
ended December 31, 2021; these expenditures were reported on separately.

In our opinion, based on our audit and the report of other auditors, the “Schedule of
Expenditures of Federal Awards” is fairly stated, in all material respects, in relation to the
basic financial statements as a whole.

Office of the State Auditor

Salt Lake City, Utah
February 28, 2023
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of Federal Awards

By Federal Agency
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NOTE 1. Significant Accounting Policies

A. Basis of Presentation - The foregoing Schedule of Expenditures of Federal
Awards (SEFA) is a supplementary schedule to the State’s basic financial
statements and is presented for purposes of additional analysis. The SEFA is
required by and presented in accordance with Title 2 U.S. Code of Federal
Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards (Uniform Guidance).

e TFederal Financial Assistance - Pursuant to Uniform Guidance, federal
financial assistance is defined as assistance provided by a federal agency,
either directly or indirectly, in the form of grants, contracts, cooperative
agreements, loans, loan guarantees, property, interest subsidies,
insurance, endowments, or direct appropriations, and also nonmonetary
federal assistance, including food stamps, food commodities, vaccines,
food vouchers, and surplus property. Federal financial assistance does
not include direct federal cash assistance to individuals. Solicited
contracts between the State and Federal Government for which the
Federal Government procures tangible goods or services are not
considered to be federal financial assistance.

e Assistance Listing - Uniform Guidance requires the SEFA to show the
total expenditures for each of the State’s federal financial assistance
programs as identified in the Assistance Listing. Federal financial
assistance programs and contracts which have not been assigned an
Assistance Listing number or, where management has been unable to
determine the Assistance Listing number, are identified with the federal
agency two-digit prefix in the SEFA.

e Cluster of Programs - Closely related programs with different Assistance
Listing numbers which share common compliance requirements are
considered a cluster of programs. The following list identifies those State
programs that are considered to be clusters of Federal programs as defined
by the 2022 OMB Compliance Supplement.

e Aging Cluster e Fish and Wildlife Cluster

e CCDF Cluster e FMCSA Cluster

e Child Nutrition Cluster e Food Distribution Cluster

e Clean Water State Revolving e Foster Grandparent/Senior
Fund Cluster Companion Cluster

e Disability Insurance/SSI Cluster e Head Start Cluster

e Drinking Water State Revolving e Highway Planning and Construction
Fund Cluster Cluster

e Economic Development Cluster e Highway Safety Cluster

e Employment Service Cluster e Medicaid Cluster

e Federal Transit Cluster e Research and Development Programs
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e SNAP Cluster e Transit Services Programs Cluster
e Special Education Cluster (IDEA) e TRIO Cluster
e Student Financial Assistance e WIOA Cluster

Programs

e Type A and Type B Programs - Type A programs for the State of Utah are
those programs which exceeded $30,000,000 in federal awards expended
for the fiscal year ended June 30, 2022. All other programs are classified
as Type B by the State. For the year ended June 30, 2022, certain low-risk
Type A programs were not audited and certain Type B programs were
audited as required by Uniform Guidance. All Type A and Type B programs
that were audited as major programs are listed in the “Schedule of
Findings and Questioned Costs, Part I. Summary of Auditor’s Results,” item
No. 7 (page 128).

B. Reporting Entity - The State of Utah’s reporting entity includes the primary
government and its component units as described in Note 1.A. of the State’s
basic financial statements for the year ended June 30, 2022. For purposes of
presenting the SEFA, the Utah Transit Authority (UTA), a major discrete
component unit, has been excluded from the reporting entity for the fiscal
year 2022.

C. Basis of Accounting - Federal financial assistance programs included in the
SEFA are primarily reported in the State’s basic financial statements as
grants and contributions in the entity-wide Statement of Activities and as
federal grants and contracts or federal reinsurance in the fund financial
statements. Except for items G and O presented in Note 11, the SEFA is
presented using the same basis of accounting as that used in reporting the
expenditures of the related funds in the State’s basic financial statements.
The basis of accounting used for each fund is described in Note 1.C. of the
State’s basic financial statements.

e Matching Costs - Except as addressed in Note 3 for certain loan
programs, the SEFA does not include matching expenditures.

e Nonmonetary Assistance - The SEFA contains values for several non-
monetary assistance programs. The Supplemental Nutrition Assistance
Program (SNAP) is presented at the dollar value of food stamp electronic
benefit transfers authorized and used by recipients. The programs with
commodities and vaccines are presented at the federally assigned value
of commodities disbursed by the State. The surplus property program is
presented at the estimated fair value of the property distributed. The fair
value was estimated to be 23.3% of the property’s original federal
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acquisition value. In-kind donations of PPE are valued at the fair market
value of the PPE at the time of receipt.

e Endowment and Commodities - Information on federal endowment and
commodities inventory is included in the Notes instead of on the SEFA
(see Notes 5 and 6).

e Loan and Loan Guarantee Programs - The value of new loans and loan
guarantees made during the year plus, as applicable, the beginning of the
year loan balances and loan guarantees are included in the SEFA. The
outstanding federal loan balances and loan guarantees at the end of the
year are included in the Notes instead of on the SEFA (see Note 3).

e Direct and Indirect (Pass-Through) Federal Financial Assistance - The
majority of the State’s federal financial assistance is received directly
from the granting federal agency (i.e., the State is the primary recipient).
However, some federal financial assistance, as identified on the SEFA, is
passed through a separate entity prior to receipt by the State (i.e., the
State is a subrecipient). Although this type of assistance is included on
the SEFA noting the “Name of Pass-Through Entity,” it is not reported as
federal revenue on the State’s basic financial statements because it was
not awarded directly from the Federal Government to the State.

e Pass-Through Expenditures — The SEFA includes a column for “Provided to
Subrecipients” to identify the amount provided to subrecipients. The
State makes subgrants to other entities to carry out some federal
programs.

e Federal Transactions Between State Entities within the Reporting Unit-—-
Federal funds received by one state grantee entity (including component
units) and redistributed to another state grantee entity (i.e. pass through
of funds by the primary recipient State grantee entity to a subrecipient
state grantee entity) are reported only once in the SEFA as federal
expenditures of the primary State grantee entity, with the exception of
the American Rescue Plan Act - State and Local Fiscal Recovery Funds
(ALN 21.027) grant funds. The SLFRF grant funds are reported only once
by the subrecipient state grantee entity. This is to avoid duplication and
the overstatement of the aggregate level of the federal financial
assistance expended by the State.

NOTE 2. De Minimus Cost Rate

The SEFA includes a portion of costs associated with general activities which are
allocated to federal financial assistance programs under negotiated formulas
commonly referred to as indirect cost rates. Four State agencies (the Utah Office
of the Attorney General; the Department of Commerce; the Department of Natural
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Resources’ Division of Forestry, Fire and State Lands; and the Utah State Tax
Commission) and two component units (Bridgerland Technical College and
Southwest Technical College) use the 10 percent de minimis cost rate.

NOTE 3. Federal Loan Programs and Loan Guarantees

Outstanding federal loan balances and loan guarantees:

Assistance Listing Ending Amount at

Number June 30, 2022
Rural Housing Preservation Loans 10.433 $ 1,755,551
Rural Development Loans 10.447 3,820,818
Rental Housing Rehabilitation Loans 14.230 241,862
HOME Investment Partnerships Program Loans 14.239 82,324,472
Housing Trust Fund Loans 14.275 11,359,928
Coronavirus Relief Fund 21.019 274,628
State Energy Program Loans 81.041 753,907
Federal Family Education Loans Reinsurance 84.032 489,194,311
Perkins Loan Program 84.038 10,829,906
Nurse Faculty Loan Program (NFLP) 93.264 1,067,310
Health Professions Student Loans 93.342 2,421,962
Nursing Student Loans 93.364 228,306
$604,272,961

Any administrative allowances expended under these programs during the year
are included in the SEFA. Also included in the SEFA as required by Uniform
Guidance, is the value of new loans and loan guarantees made during the year
plus, as applicable, the beginning of the year loan balances and loan guarantees.

Some of the above loan programs require matching funds from the State. The
HOME Loan Program requires a 25 percent match; the loans made with the match
money are separate loans, accounted for separately, and are not included in the
above numbers. Other loan programs above require a 0 to 25 percent match. The
above numbers for these loan programs include the State match.

NOTE 4. Federal Reinsurance on Defaulted Loans

The Utah Higher Education Assistance Authority has entered into agreements
with the U.S. Department of Education which provide for federal reinsurance
against defaulted acquired student loans.
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On December 18, 2015, the Consolidated Appropriations Act (2016, Pub. L. 114-
113) was signed, which changed the federal reinsurance rates to 100% (formerly
98% and 95%) effective December 1, 2015.

Effective December 1, 2015, the federal reinsurance on defaulted loans is paid to
the Program according to the following schedule:

Annual Default

Rate Federal Reinsurance
0% to less than 100%
5%
5% to less than 100% of claims up to 5% and 90% of
9% claims greater than 5% but less than
9%
9% or greater 100% of claims up to 5%, 90% of

claims greater than 5% but less than
9%, and 80% of claims 9% or
greater

As of June 30, 2022, the Utah Higher Education Assistance Authority had
guaranteed student loans outstanding with a current principal and interest
balance of approximately $489,194,311. Annual default rates for purposes of
application of federal reinsurance are calculated on a federal fiscal year-end
basis by dividing default claims filed for the year by the original guarantee
amount of loans in repayment at the end of the preceding year. The Utah Higher
Education Assistance Authority’s annual default rate was less than 5% for the
federal fiscal year ended September 30, 2021.

NOTES5. Federal Endowment

The Division of Arts & Museums of the Utah Department of Cultural and
Community Engagement maintains an endowment from the U.S. National
Endowment for the Arts. The endowment is used to provide support for the Utah
Arts Endowment Fund and was created with $600,000 of federal funds on
September 26, 1991. Only the interest from the endowment is used to make grants
to individual artists and ethnic art groups. The Utah Arts Endowment Fund also
accepts donations that are used to make grants. During the year ended June 30,
2022, interest earnings and contributions were $4,050 and no grants were issued.
The Utah Arts Endowment Fund balance at June 30, 2022, which comprises the
federal endowment and donations, was $882,550.
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Weber State University maintains an endowment from the U.S. Department of
Education (AL #84.031). The endowment addresses the needs of students that have
been placed in developmental mathematics and developmental English. It was
created June 30, 2019, for 20 years with federal funds of $80,000 and $80,000
matching funds. An additional contribution of $80,000 will be made by the U.S.
Department of Education and Weber State University in 2023. The endowment
fund balance of both federal and match funds at June 30, 2022, was $653,650.

NOTE 6. Nonmonetary Assistance Inventory

As described previously in Note 1, nonmonetary assistance is reported in the SEFA
based on the amount disbursed. As of June 30, 2022, the following inventories of
nonmonetary assistance existed:

Inventory Balance

Assistance June 30, 2022
Food Commodities $2,783,003
Surplus Property $4,092

NOTE7. Women, Infant, and Children Program Food Rebates

During the fiscal year ended June 30, 2022, the Utah Department of Health and
Human Services received $7,660,678 of cash rebates from infant formula
manufacturers on the sale of formula to participants in the Women, Infants and
Children (WIC) Program (Assistance Listing #10.557). Rebate contracts with infant
formula manufacturers are authorized by federal regulation 7 CFR 246.16a as a
cost containment measure.

Rebates are reported as a reduction of expenditures previously incurred for WIC
food benefit costs.

The cash rebates received in the fiscal year ended June 30, 2022, correspond to an
annual average food benefit for 9,801 persons.

NOTE 8. (Unaudited) Donated Personal Protective Equipment (PPE)

During the fiscal year ended June 30, 2022, the Federal Emergency Management
Agency (FEMA) donated $674,637 of PPE purchased with federal assistance funds
for the State’s COVID-19 response. As described previously in Note 1, PPE
donations are valued at fair value at the time of receipt.
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NOTE 9. Education Stabilization Funds (Assistance Listing #84.425)

Education Stabilization Fund (ESF)

Governor's Emergency Education Relief (GEER)
Elementary and Secondary School Emergency Relief
(ESSER)

Emergency Assistance to Non-Public Schools (EANS)
American Rescue Plan Elementary and Secondary
School Emergency Relief (ARP ESSER)

American Rescue Plan Emergency Assistance to Non-

Public Schools (ARP EANS)
American Rescue Plan Elementary and Secondary

School Emergency Relief (ARP ESSER) - Homeless
Children and Youth
Subtotal ESF

Higher Education Emergency Relief Fund (HEERF)
Student Aid Portion
Institutional Portion
Strengthening Institutions Program (SIP)
Subtotal HEERF

Total Education Stabilization Funds AL#84.425

NOTE 10. FEMA Grants

84.425C

84.425D
84.425R

84.425U

84.425V

84.425W

84.425E
84.425F
84.425M

$

©#H A

R

19,070,879

154,490,468
8,965,789

69,156,797

156,000

74,305

A

251,914,238

168,196,565
126,431,401
2,387,465

“#H|A A A

297,015,431

R

548,929,669

During fiscal year 2022, FEMA approved and awarded reimbursement of
$99,051,377 of eligible expenditures that were incurred by the state in prior
fiscal years. As required by federal guidance, these expenditures are reported
in the fiscal year 2022 SEFA as expenditures of grant 97.036, Disaster Grants.
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NOTE 11. Reconciliation of Expenditures to Federal Revenues

Expenditures reported in the SEFA agree with the federal revenues reported in
the State’s basic financial statements with the following reconciling items:

Total Federal Expenditures from the SEFA

Reconciling items:

A.

Federal Capital Contribution for loan programs reported as federal
revenue in the State’s Proprietary Fund and Component Unit
Financial Statements but not reported on the SEFA:

HOME Investment Partnership Loans (14.239)

Housing Trust Fund (14.275)

The federal expenditures reported on the SEFA for the Utah Board of
Higher Education’s Student Loan Purchase Program and the Student
Loan Guarantee Program - Utah Higher Education Assistance
Authority difference between the federal reinsurance and
allowances/reimbursements reported in the Proprietary Fund
Financial Statements.

Component Unit federal funds expended that were received and
recognized as federal revenue in prior years

Federal pass-through funds received and expended from non-federal
entities and not reported as federal revenue.

Component Units

Primary Government

State-funded unemployment insurance expenditures reported on the
SEFA which are not reported as federal revenue in the Proprietary
Fund Financial Statements.

Build America Bonds subsidy is not covered by single audit
requirements.

Fund Financial Statements change in accrual of Medicaid pharmacy
rebates.

Program Income for HOME Investment Partnership Loans (14.239)

Reed Act funds expended that were received and recognized as
federal revenue in prior years.

Loans and loan guarantees made are reported on the SEFA.
Interest earned on advanced CARES Act Funding.

In-kind donations of PPE received from FEMA but not required to
report.
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517,632
1,699,906

28,165,855

(113,903)

(126,005,371)
(73,008,267)

(141,677,832)

36,288,584

(149,329)

(3,782,692)
(1,457,549)

(707,726,643)
(309,683)
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M. Provider Relief Funds (93.498) received and recognized as revenue in (94,607,712)
prior years.

N. SLFRF passed through to Local Governments and not required to be 73,482,718
reported in the SEFA.

O. Fund Financial Statements change in accrual of federal pass-through 52,265,306
revenues to local school districts

P. Unspent revenue received and recognized in the current year:
Veterans State Nursing Home Care (64.015)

State Cemetery Grants (64.203) 3,371,823
569,749

Q. FEMA cost swap included with Coronavirus Relief Fund (99,051,377)
R. Fiscal Year 2022 FEMA Revenue (5,106,887)
S. Program income for Performance Partnership Grants (ALN 66.605) (554,941)
T. Other miscellaneous reconciling items, net (1,684,555)
Total federal revenue per the Fund Financial Statements $9,022,118,139

FEDERAL REVENUE PER THE FUND FINANCIAL STATEMENTS:

Governmental Funds - Federal Grants and Contracts $7,366,055,000
Proprietary Funds - Federal Reinsurance and Allowances / 11,971,000
Reimbursements
Proprietary Funds - Federal Grants 139,730,000
Component Units - Operating Grants and Contributions 2,146,796,000
Less: Component Units - Operating Grants and Contributions for (130,631,000)
Utah Transit Authority (excluded from SEFA presentation - see
Note 1.B)
Total 9,533,921,000
Less amounts included in the Component Unit revenues for:
State, local, and other grants and contributions (511,802,861)
Total federal revenue per the Fund Financial Statements $9,022,118,139
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Financial Statements:

1. Type of auditor’s report issued: Unmodified

2. Internal control over financial reporting:

e Material weaknesses identified? X yes no
(2022-001)
e Significant deficiencies identified? X yes none reported

(2022-002, 2022-003 )

3. Noncompliance material to financial
statements noted?

Federal Awards

4. Internal control over major programs

yes X __ no

e Material weaknesses identified? X yes no
The material weaknesses relate to the following
programs:
ALN 10.565, 10.568, 10.569 Emergency Food Assistance Program (Food Commodities Cluster)

(2022-004)
ALN 93.658 Foster Care Title IV-E
(2022-006)
ALN 21.023 Emergency Rental Assistance Program

(2022-019)
ALN 21.027 Coronavirus State & Local Fiscal Recovery Funds

(2022-020)

e Significant deficiencies identified? X yes none reported

5. Type of auditor’s report issued on Unmodified for all major
compliance for major programs: programs except for the following
program which was qualified:
ALN 21.023 Emergency Rental Assistance
Program (2022-019)
6. Any audit findings disclosed that are
required to be reported in accordance with 2
CFR 200.516(a) of the Uniform Guidance. _X yes _____ no
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7. Identification of major programs:

ALN GRANT NAME

10.565, 10.568, 10.569* Emergency Food Assistance Program (Food Commodities
Cluster)

14.239 HOME Investment Partnership Program

16.575% Crime Victim Assistance

21.019 Coronavirus Relief Fund

21.023 Emergency Rental Assistance Program (ERAP)

21.027 Coronavirus State and Local Fiscal Recovery Funds

64.015 Veterans Nursing Home Care

84.032 Federal Family Education Loan Program

84.126%* Vocational Rehabilitation

84.425 Education Stabilization Fund (ESF)

93.243* Substance Abuse and Mental Health Services

93.498 Provider Relief Fund (PRF)

03.568 Low-Income Home Energy Assistance (LIHEAP)

93.575, 93.596 Child Care and Development Block (CCDF) Cluster

93.658%* Foster Care Title IV-E

93.775, 93.777, 93.778 Medicaid Cluster (MED)

93.959* Substance Abuse and Prevention Treatment

Various Student Financial Assistance Cluster

* Type B Program

8. Dollar threshold used to distinguish $30,000,000
between Type A and Type B programs:

9. Auditee qualified as low-risk auditee? yes X _ no
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2022-001. Incomplete Accounting for UDOT Construction and Capital Asset Activity for Financial
Reporting
(Department of Government Operations)

During the preparation of the FY2022 ACFR, Finance and UDOT did not appropriately
identify, record, or report the following construction and capital asset activity:

Asset Class Prior Fiscal Years FY22
Construction in Progress (CIP) $809.1 million $185.6 million
Non-depreciable Infrastructure $336.9 million $436.7 million

Total $1.146 billion $622.3 million

Project costs are initially recorded as CIP. Upon completion of CIP, UDOT and
Finance identify project costs that qualify for capitalization or expense and then
adjust the general ledger to reflect the categorizing of this activity. In addition to the
adjustments above, CIP required an adjustment of $521.6 million for completed
projects and $41.6 million for non-capitalized construction costs.

Finance and state agencies are required to establish and maintain internal controls to
ensure capital asset and construction activity conforms to the State’s capitalization
policies and generally accepted accounting principles (GAAP). In the case of UDOT,
personnel did not adequately review the underlying data to ensure completeness and
relied on inconsistent and unreliable capitalization estimates. Failure to properly
identify, track, and report capital asset and construction activity can result in
material errors in financial reporting.

Recommendation:

We recommend Finance and UDOT:

1. Establish internal controls to ensure tracking and reporting processes
properly identify and record project costs and assets for financial
reporting for GAAP; and,

2. Document and consistently apply appropriate capitalization estimate
policies.

DGO’s Response:

The Construction in Progress Schedule prepared by UDOT and used by State Finance
contains and tracks approximately 600 projects. State Finance relies on UDOT to
delineate when projects are closed and if projects should be capitalized since those
determinations are performed by UDOT project managers.
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Once the auditors identified 3 projects with errors of approximately $159 million and
concluded their testwork, State Finance worked with UDOT to recreate the schedule and
identified 16 additional projects which were not properly stated with project costs of
approximately $996 million. Through the recreation process, State Finance determined
that the general ledger report used by UDOT to create the schedule was incomplete and
that UDOT had improperly included costs that should have been expensed in prior years
as well as projects that were closed and should have been removed.

State Finance will provide training to UDOT personnel regarding the proper recognition
of construction in progress, infrastructure, and related expenditures. State Finance will
also meet each year with UDOT to discuss the methods used to develop the schedule to
ensure they are consistent with policies, procedures, and GAAP. State Finance will also
review in more detail UDOT’s schedule of infrastructure projects to determine that
projects are properly recorded, classified and reported.

2022-002. Errors in Annual Financial Reporting Preparation Process
(Department of Government Operations)

The State of Utah’s Division of Finance (Finance) does not have adequate internal
controls to ensure it prepares the State’s Annual Comprehensive Financial Report
(ACFR) in accordance with generally accepted accounting principles. Auditors
detected errors both in information provided to and prepared by Finance during the
ACFR preparation process. As a result, multiple material adjustments were needed to
fairly represent the State’s financial activity.

Finance Relied on Inaccurate Information Provided by Other Agencies

Finance frequently relies on information provided by other agencies when recording
financial activity for the ACFR. While it detected some Utah Department of
Transportation (UDOT) agency-prepared financial information was not accurate,
Finance failed to perform sufficient reviews to detect and correct material errors,
resulting in a $1.288 billion net increase to UDOT’s capital asset and construction
activity for previous fiscal years. See Finding No. 2 for further details.

Finance Prepared and Recorded Inaccurate Financial Activity

During fiscal year 2022, the Utah State Treasurer’s Office changed how it tracks on
the general ledger the state’s portion of the Public Treasurers’ Investment Pool
(PTIF). This change affected how the draft financial statements presented the Cash &
Cash Equivalents and Investments for those funds participating in PTIF, resulting in a
presentation that was materially inconsistent when compared to prior ACFRs.
Finance’s internal controls, which include performing analytical or trend analyses,
did not identify the inconsistent presentation and did not fully consider the
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appropriate accounting treatment and presentation of the state’s PTIF portion until
after auditors questioned the inconsistency.

To ensure the ACFR materially reflects the State’s financial position, Finance and
agencies should perform sufficient reviews and analyses of information prepared for
ACFR reporting. Inadequate controls over the preparation processes may result in
undetected material misstatements in the ACFR.

Recommendation:

We recommend Finance establish, document, and perform internal controls
sufficient to ensure information prepared by State agencies or by Finance
materially reflects the State’s financial position.

DGO’s Response:

The Utah Department of Transportation (UDOT) prepares a schedule of construction in
progress for infrastructure. The Division of Finance (State Finance) relies on the
professional expertise and system of internal controls of UDOT in preparing and
reviewing the schedule. State Finance also performs limited analytical procedures on
the balances to determine they are reasonable, which also includes agreeing the
amounts reported to the State’s general ledger system. See management’s additional
corrective action plans in finding No. 2.

The vast majority of the state’s excess cash is held (or pooled) within the State’s Public
Treasurer’s Investment Fund (PTIF). The cash is then invested by the PTIF in various
cash equivalents and investments. Governmental accounting standards allow
significant latitude on how to report shares in an internal investment pool by stating
that “each fund with a position in the internal investment pool should report its
position as, for example, equity in cash management pool, equity in internal investment
pool, cash and cash equivalents, or investments” (see GASB Codification 150.721-12).
For the State of Utah, previous to fiscal year 2022, each fund’s share of the PTIF was
reported as either “cash or cash equivalents” or “investments” depending on an internal
policy. This classification of the fund’s share of the PTIF was not disclosed in prior
years. During fiscal year 2022, a large portion of PITF shares previously reported as
“investments” were instead reported as “cash and cash equivalents” due to a change in
the internal policy. Additionally, funds that now reported their PTIF shares as only
“cash and cash equivalents” still properly reflected an “Investment Income (Loss)”
since shares held in the PTIF are required to be adjusted to fair value. Although in
accordance with governmental accounting, reporting investment income/loss without
also reporting investments, created an inconsistency. This inconsistency, combined
with the significant shift in reporting the majority of PITF shares as “cash and cash
equivalents” created a larger inconsistency from prior years since previous year’s
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financial statements did not disclose the nature of the State’s internal share of the PTIF
or the policy on how it was reported.

To be more transparent, the State Finance changed the internal policy to instead reflect
all shares in the PTIF as “Pooled Cash and Investments” in the financial statements.
Additional note disclosures were also added describing how excess cash is pooled
within the PTIF. This significant change in policy was also disclosed in the financial
Statements.

2022-003. Control Procedures Failed to Ensure Surplus Calculation Complied with State Code
(Department of Government Operations)

Finance did not calculate the State’s Education Fund surplus in accordance with Utah
Code 63]-1-313(3)(a)(iii). When calculating the transfer amount, State Finance
included direct legislative appropriations to the Education Fund Reserve Account.
Utah Code 63]-1-313(3)(a)(iii) specifically excludes from the surplus calculation these
direct legislative appropriations. As a result, the Reserve Account balance was
$110,517,700 (or 12.9%) less than the amount required by Utah Code. When notified
of the error, Finance subsequently transferred the correct amount. Although the
Reserve Account balance is now compliant with Utah Code, State Finance’s control
procedures failed to identify the error and correct the calculation. Incorrect surplus
calculations may lead to errors in the legislative budgetary process.

Recommendation:

We recommend Finance compare the surplus calculation to Utah Code 63]-1-
313(3)(a)(iii) when reviewing and approving the surplus transfer.

DGO’s Response:

While the calculation template used to calculate the surplus is aligned with the
Utah Code 63J-1- 313(3)(a)(iii), the beginning balance amount used in the
calculation was incorrect. The Division of Finance will perform additional, more
detailed reviews of the financial inputs used in the calculation, ensuring those
figures agree to the State’s general ledger.
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2022-004. Food Commodity Shipments, Disbursements, and Inventory Not Tracked
(Utah State Board of Education)

Federal Agency: Department of Education

ALN Numbers & Titles: 10.569 Emergency Food Assistance Program (Food
Commodities)

Federal Award Numbers: Various

Questioned Costs: $0

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

The Utah State Board of Education (USBE) does not have procedures to ensure that
food commodity shipments, disbursements, and inventory balances, as reported by its
subrecipient, are properly tracked, accounted for, and reconcile to federal records. As
a result, 123,923 cases of food, with a $52,875 estimated value, could not be
accounted for when our audit compared fiscal year 2022 shipment and disbursement
records. These discrepancies were subsequently reconciled by USBE, therefore we
are not questioning the associated costs.

As the prime recipient for the Food Distribution Cluster, USBE is required to
“maintain records to document the receipt, disposal, and inventory of commodities
received” (7 CFR 251.10). It is also required to “establish and maintain effective
internal control [procedures]...that provides reasonable assurance that the ... entity is
managing [the program] in compliance with...terms and conditions of the federal
award” (2 CFR 200.303). Without such procedures, USBE will be unable to accurately
track food commodity shipments, and may be liable for untraceable shipments (7 CFR

250.19).
Recommendation:

We recommend that USBE establish procedures to ensure that food commodity
shipments, disbursements, and inventory balances are properly tracked,
accounted for, and reconcile to federal records.

USBE’s Response:

The USBE partially agrees with this finding.
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2022-005. Federal Funds Received Were Not Disbursed or Refunded Within Required Timeframe
(Utah State University)

Federal Agency: Department of Education
Assistance Listing Number and Title: Various
Federal Award Number: Various

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

For one of the two tested advanced cash draws, Utah State University (University) did
not disburse or refund $729,728 of $2,154,816 draw amount within required
timeframe. 2 CFR 200.305(b) requires that payments methods must minimize the
time elapsing between the transfer of funds from the United States Treasury...and the
disbursement by the non-Federal entity... 34 CFR 668.162(b)(3) further requires that
these advance funds be disbursed within three business days, but the University did
not disburse or refund the advanced amount of $729,728 until over a month later. In
addition, the advanced fund that the University held after three business days did not
meet the excess cash tolerance criteria as stated in 34 CFR 668.166(b) as excess cash
exceeded 1% of total fiscal year 2021 draws and was not fully disbursed within the
next seven calendar days. Therefore, the University “must return immediately...any
amount of excess cash...” to the U.S. Department of Education (ED) as required by
this federal regulation. This issue was the result of University personnel not
monitoring advance cash draws to ensure they were disbursed or refunded within the
required timeframe. Due to noncompliance with federal regulations, the ED could
revoke the University’s permission to request funds on an advance basis. Because the
excess cash was either disbursed or refunded to ED before year-end, no costs were
questioned.

Recommendation:

We recommend that the University monitor the amount of advance draws and
disburse or refund advance funds within the required timeframe.

University’s Response:

We agree with the finding.
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2022-006. Foster Care Eligibility Controls Not Completed in a Timely Manner
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services
Assistance Listing Number and Title: 93.658 Foster Care Title IV-E
Federal Award Number: 2201UTFOST; 2101UTFOST

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

For 16 of 40 (40%) of cases reviewed, the State of Utah’s Department of Health &
Human Services (DHHS) could not provide evidence that it had reviewed the initial
Title IV-E Foster Care eligibility decision. 2 CFR 200.303 requires that “the non-
federal entity must establish and maintain effective internal control over the Federal
award that provides reasonable assurance that the non-Federal entity is managing the
award in compliance with Federal statutes, regulations, and the terms and conditions
of the Federal award.” The control was not properly designed and implemented as
only two people (one of which is only a part time worker with responsibilities for
other programs) were working on reviews for all Foster Care cases. The available
resources are insufficient to complete these reviews in a timely manner. Unreviewed
or untimely reviews of eligibility decisions could lead to improper eligibility
determinations and inappropriate benefit payments.

Recommendation:

We recommend DHHS provide sufficient resources to carry out the existing
control or modify the control to ensure eligibility decisions are reviewed in a
timely manner.

DHHS'’s Response:

The Department concurs with this recommendation. The agency is in the process of
building an integrated eligibility team and will increase its capacity by having three
team leads and one support coordinator III to support the eligibility review process.

2022-007. Annual Medicaid Eligibility Reviews Not Completed
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.778 Medicaid Assistance Program
Federal Award Number: Various

Questioned Costs: N/A
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Pass-through Entity: N/A
Prior Year Single Audit Report Finding Number: N/A

DHHS and DWS did not complete the annual Medicaid eligibility reviews for 3 of 60
cases sampled. In addition, it did not complete an asset verification for one of these 3
cases. As required by 42 CFR 435.916, states must:

e renew MAGI-based determinations of eligibility once every 12 months and no
more frequently;
e renew non-MAGI based eligibility at least once every 12 months.

Section 721-1.A.1.b.i of the Utah Medicaid Policy Manual requires that asset
verifications be completed as part of these eligibility reviews. Question 10 of the
COVID-19 Q&A within Medicaid Policy states that when an eligibility review is due
during the emergency period, it should “follow [the] normal review policy in section
721.” While DHHS did not complete these reviews because individuals could not be
removed from programs during the public health emergency, individuals could have
be moved to more appropriate programs if their income or household composition
changes. The lack of regular reviews could result in Medicaid customers receiving
coverage that does not match their needs and could also prolong individuals’
ineligible participation in programs once the emergency period ends.

Recommendation:

We recommend that DHHS perform annual reviews and asset verifications in
accordance with its policy.

DHHS’s Response:

The Department concurs with this recommendation. The Department will coordinate
with the Department of Workforce Services (DWS) to whom we have delegated
authority to perform eligibility determinations for Medicaid and CHIP and will ensure
that DWS properly follows policy sections 721-1.A.1.b.i and COVID-19 Q & A question
10. DWS will train staff on proper use of the asset verification system, as well as
remind staff on the review policy. DWS’ Performance Review Team will also review a
sample of cases to ensure compliance with these policies.

DWS’s Response:

We agree with the finding.
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2022-008. Use of Appropriate National Correct Coding Initiative (NCCI) Edit Files Not Verified
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.778 Medicaid Assistance Program
Federal Award Number: Various

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

DHHS did not verify its third-party contractor’s use of appropriate National Correct
Coding Initiative (NCCI) edit files. 2 CFR 200.303 states that non-federal entities
must “establish and maintain effective internal control...that provides reasonable
assurance that the non-federal entity is managing [the program] in compliance
with...terms and conditions of the federal award.” DHHS is required to use the most
recent quarterly Medicaid NCCI edit files to ensure the proper payment of claims and
to verify the correct edit files are used in processing claims. While DOH downloaded
and sent the correct files to the third-party, it did not independently verify the third-
party’s use of the updated edit files during the fiscal year. Because DHHS did not
verify the use of the correct edit files, inaccurate, incomplete, or false claims could be
paid.

Recommendation:

We recommend DHHS establish a system of regularly checking its third-party’s
NCCI edits to ensure the correct edit files are used.

DHHS'’s Response and Corrective Action Plan:

The Department concurs with this recommendation. The Division successfully created
and tested a comparison file. The division will continue to work to resolve audit
concerns. Implementation in production is set for November 2022.

2022-009. Required Audits of MCO Encounter and Financial Data Not Conducted
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.778 Medicaid Assistance Program
Federal Award Number: Various

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A
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The Department of Health and Human Services (DHHS) did not conduct or contract
for independent periodic audits of Managed Care Organization (MCO) encounter and
financial data and did not post audit results as required by 42 CFR Section 438.602(e)
& (g). No independent audits of the necessary data have been performed or
contracted to date. DHHS staff believed audits of the Medical Loss Ratio (MLR)
satisfied federal requirements. However, the MLR audits do not attest to the
“accuracy, truthfulness, and completeness” of an MCO’s encounter and financial data.
Unaudited encounter data not available to the public for review reduces the
transparency in the Medicaid Program and causes noncompliance with federal
requirements.

Recommendation:

We recommend DHHS either conduct or contract for independent periodic audits
of MCO data and post the audit results in accordance with 42 CFR 438.602(3) &
(8)-

DHHS’s Response:

The Department concurs with this recommendation. The Department will coordinate
with the Utah OIG to audit these encounters and/or conduct these periodic audits with
Medicaid staff. The results will be posted on the Utah Medicaid website.

2022-010. Medical Loss Ratio Report Lacked Two Required Elements
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.778 Medicaid Assistance Program
Federal Award Number: Various

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

For 1 of 2 Medical Loss Ratio (MLR) reports we reviewed, DHHS could not provide
evidence that it had performed in a timely manner a review of the MLR report.
Additionally, the MLR report did not contain two key reporting items. Specifically, the
Pre-Paid Inpatient Health Plan (PIHP)’s MLR report was 1) missing the methodologies
for the allocation of expenditures; and, 2) a signed attestation of accuracy. 42 CFR
sections 438.8(k) and 438.8(n) require that “the State must ensure that each. . . PIHP.
.. submits a report with the data elements specified.” 2 CFR 300.303 also requires
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non-federal entities to “establish and maintain effective internal control over the
Federal award that provides reasonable assurance.” Inadequate reviews of MLR
Reports may result in improper methodologies and inaccuracies in the MLR
calculations to remain undetected.

Recommendation:

We recommend DHHS enforce the established internal controls over MLR
reporting, and educate DHHS staff and Managed Care Plans of the Federal
reporting requirements.

DHHS'’s Response:

The Department concurs with this recommendation. The Department will ensure that
all required elements of the MLR are received by having DHHS staff review elements of
the MLR to ensure they are complete.

2022-011. Sufficiently-Detailed PIC Meeting Minutes Not Maintained
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.778 Medicaid Assistance Program
Federal Award Number: Various

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

DHHS’s Program Integrity Committee (PIC) did not have well-documented meeting
minutes showing the Office of Inspector General (OIG) reporting on utilization, fraud,
waste, abuse, and recovery of Medicaid funds. 2 CFR 200.303 states that non-federal
entities must “establish and maintain effective internal control... that provides
reasonable assurance that the non-federal entity is managing [the program] in
compliance with... terms and conditions of the federal award.” PIC meetings were
established so DHHS and OIG would meet monthly and report on utilization, fraud,
waste, abuse, and recovery of Medicaid funds. However, it was recorded in only one
of the seven monthly PIC meeting minutes that OIG reported on the required items.
Staff turnover led to poorly recorded meeting minutes, which can result in
incomplete, inaccurate, or untimely reporting of Medicaid funds abuse.

Recommendation:
We recommend that DHHS maintain detailed meeting minutes for its PIC

meetings.
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DHHS'’s Response:

The Department concurs with this recommendation. The MOU between OIG and
DIH/Medicaid and the PIC bylaws define that meeting minutes will be taken with each
PIC Committee. These meeting minutes will be reviewed at the following PIC Committee
meeting and voted on for approval.

PIC bylaws specifically state:
“To keep written minutes of all Committee meetings, with assistance of staff, including:
e Date, time, and place of meeting;
e Names of members present, absent, and excused;
e Substance of all matters proposed, discussed or decided and a record of votes
taken;
e Names of all other individuals who appeared and the substance in brief of their
testimony;
e Any other information that any member requests to be entered in the minutes.”

2022-012. Subawards for SAPT Not Included in FFATA Reports
(Department of Health and Human Services)

Federal Agency: Department of Health and Human Services
Assistance Listing Number and Title: 93.959 Substance Abuse and Prevention
Treatment
Federal Award Number: 6B08TI010052-19MOO1
6B08TI083039-01M004
6B08TI083479-01M004
1B08TI083546-01
6B08TI084674-01M002
Questioned Costs: N/A
Pass-through Entity: N/A
Prior Year Single Audit Report Finding Number: N/A

DHHS did not have adequate controls implemented to ensure timely and accurate
Federal Funding Accountability and Transparency Act (FFATA) reporting. None of the
Substance Abuse and Prevention Treatment (SAPT) subawards with FFATA reporting
requirements were reported in the Federal Funding Accountability and Transparency
Act Subaward Reporting System (FSRS). Since DHHS was unable to provide a SAPT
subaward list, we could not determine the number of subawards and associated dollar
amounts that should have been reported in FSRS.
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2 CFR 200.303 requires that “the non-federal entity must establish and maintain
effective internal control over the Federal award that provides reasonable assurance
that the non-Federal entity is managing the award in compliance with Federal
statutes, regulations, and the terms and conditions of the Federal award.” 2 CFR 170
states that DHHS “must report each action that equals or exceeds $30,000 in Federal
funds for a subaward to a non-Federal entity.” The regulation further states that
subaward information should be reported in FSRS “no later than the end of the month
following the month in which the obligation was made.” Failure to properly
implement internal controls over reporting can lead to inaccurate reporting and
noncompliance with Federal regulations.

Recommendation:

We recommend DHHS improve internal controls to capture applicable subawards
in order to ensure accurate and timely FFATA reporting.

DHHS’s Response:

The Department concurs with this recommendation. We agree to properly report the
subaward information beginning with SFY23.

2022-013. Missing/Untimely Submissions and Errors in FFATA Reporting
(Department of Workforce Services)

Federal Agency: Department of Education
Department of Treasury
Department of Health and Human Services
Assistance Listing Number and Title: 84.126 Vocational Rehabilitation
21.023 Emergency Rental Assistance Program
93.568 Low-Income Home Energy Assistance Program
93.575, 93.596 CCDF Cluster
Federal Award Number: Various
Questioned Costs: N/A
Pass-through Entity: N/A
Prior Year Single Audit Report Finding Number: 2021-006

DWS did not have a control implemented to ensure timely and accurate Federal
Funding Accountability and Transparency Act (FFATA) reporting. As a result we
identified the following errors in our sample of six subawards across the four
different programs.
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e Three subawards were not reported in the Federal Funding Accountability

and Transparency Act Subaward Reporting System (FSRS);

e The subaward obligation/action date for two reported subawards was
inaccurately reported in FSRS; and
e Three subawards were not reported timely in FSRS.

These errors and the associated dollar amounts are summarized as follows:

Low Income
Emergency Heat and
Vocational Relief Energy Child Care &
Rehabilitation | Assistance Assistance Development
Program Program Program Program
Transactions 1| $378,445 1| $115,291 | 1| $328,502 3 | $342,732
Tested
Subaward 1| $378,445 1| $115,291| O $0 1| $250,122
Not
Reported
Report Not o} $0| O $0 1| $328,502 2| $92,610
Timely
Subaward o] $o| O $o| O $0| O $0
Amount
Incorrect
Subaward (o} $0| O $0 1| $328,502 1| $51,000
Missing Key
Elements

2 CFR 200.303 requires that “the non-federal entity must establish and maintain
effective internal control over the Federal award that provides reasonable assurance
that the non-Federal entity is managing the award in compliance with Federal
statutes, regulations, and the terms and conditions of the Federal award.” 2 CFR 170
states that DWS “must report each action that equals or exceeds $30,000 in Federal
funds for a subaward to a non-Federal entity.” The regulation further states that
subaward information should be reported “no later than the end of the month
following the month in which the obligation was made.” First-tier subrecipients and
subawards should be reported and submitted on FSRS in a timely manner.
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Although DWS had designed an internal control over FFATA reporting, the control
was not implemented because the COVID-19 pandemic delayed training for newly
hired personnel to assist with the internal control. Failure to properly implement
internal controls over reporting can lead to inaccurate reporting and noncompliance
with Federal regulations.

Recommendation:

We recommend DWS implement internal controls to ensure accurate and timely
FFATA reporting.

DWS’s Response:

We agree with the finding.

2022-014. Inadequate Monitoring of Child Care Health and Safety Inspections
(Department of Workforce Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.575 Child Care and Development Block Grant
Federal Award Number: Various

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

DWS contracts with the state’s Department of Health and Human Services (DHHS) to
perform Child Care Health and Safety inspections, but does not adequately monitor
the results of these inspections. DWS attended 2 of the 7,489 child care provider
inspections performed by DHHS Child Care Licensing personnel during fiscal year
2022, but did not review any of the remaining inspections to know whether the
inspection occurred or the results of those inspections. DWS relied heavily on the
agreement with DHHS to perform these inspections with minimal monitoring of
DHHS’s performance. These health and safety inspections are required by 45 CFR
section 98.41 and address specific areas such as first aid and CPR, safe sleeping
practices, administration of medication, and child care worker training in these areas.
The lack of proper monitoring could result in child care providers not meeting federal
health and safety requirements.

Recommendation:

We recommend that DWS increase its monitoring of the inspection results to
ensure the child care providers are meeting the required health and safety
requirements required by 45 CFR 98.41.
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DWS’s Response:

We agree with the finding.

2022-015. Subrecipients Not Tracked for Monitoring of Single Audit Reports
(Department of Workforce Services)

Federal Agency: Department of Health and Human Services

Assistance Listing Number and Title: 93.575 Child Care and Development Block Grant
Federal Award Number: 2101UTCCDF, 21UTCSC6

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

Four of 26 entities receiving Child Care funds as a subrecipient were not included on
DWS'’s Single Audit tracking log. This log was reviewed and approved, but did not
detect these missing subrecipients. 2 CFR 200.332(f) requires the DWS to “verify that
every subrecipient is audited as required by Subpart F” of Uniform Guidance. These
entities were not included in the tracking log because the query used to pull Child
Care subrecipient entities had an error in it. Because DWS did not identify the
subrecipients for review, the subrecipients may not have been audited as required
and follow up on findings related to DWS subawards may not have occurred as
required. Potential internal control weaknesses or noncompliance at the subrecipient
could occur without being detected by the DWS.

Recommendation:

We recommend DWS strengthen their internal controls to ensure query criteria
to pull subrecipients is complete.

DWS’s Response:

We agree with the finding.
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2022-016. FFATA Award Information Not Submitted for UOVC’s 2020 Award & Inaccurate
Information Submitted for 5 of UOVC’s 2019 Subawards
(Commission on Criminal and Juvenile Justice)

Federal Agency: Department of Justice
Assistance Listing Number and Title: 16.575 Crime Victim Assistance
Federal Award Number: 2019-V2-GX-0063
2020-V2-GX-0015
Questioned Costs: $0
Pass-through Entity: N/A
Prior Year Single Audit Report Finding Number: N/A

Utah’s Office of Victims of Crime (UOVC) did not submit Federal Funding
Accountability and Transparency Act (FFATA) information for 13 awards to 13
subrecipients, all related to the 2020 award. In addition, 5 of the 28 grant awards we
reviewed were reported in FSRS but the amounts reported did not agree to the
subaward letters, with differences ranging from $34 to $405,000. We reviewed
USASpending.gov and noted that no subrecipient award information for the 2020-V2-
GX-0015 award had been submitted as of August 22, 2022 (the time of our audit).
The following table summarizes the discrepancies for the transactions and subawards

tested:
Transactions Subaward not | Report Not Subaward Subaward
Tested reported Timely Amount missing key
incorrect elements
28 13 o 5 0
Dollar amount | Subaward not | Report not Subaward Subaward
of tested reported timely amount missing key
transactions incorrect elements
Sub-Award
Amounts
$5,004,410 $2,382,231 0 $790,381 )
FSRS System
$2,225,646 $ 0 $393,846 0

2 CFR 200.303 requires entities to “establish and maintain effective internal controls
[procedures]...that provide reasonable assurance that the ... entity is managing
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[federal program] in compliance with... terms and conditions of the federal award.”
This control does not exist because managers both relied on an external control at the
federal level to flag reporting issues and misunderstood reporting deadlines. Lack of
FFATA reporting internal controls at UOVC results in noncompliance with grant
requirements and reduces the transparency desired by the federal government.

Recommendation:

We recommend that UOVC implement controls over FFATA reporting and enter final
award information rather than preliminary award information to ensure timely
submission of accurate information.

UOVC’s Response:

UOVC Agrees.

2022-017. Three SF-425 Quarterly Reports Not Reviewed for Accuracy Prior to Submission

Federal Agency: Department of Justice
Assistance Listing Number and Title: 16.575 Crime Victim Assistance
Federal Award Number: 2018-V2-GX-0051
2019-V2-GX-0063
2020-V2-GX-0015
Questioned Costs: N/A
Pass-through Entity: N/A
Prior Year Single Audit Report Finding Number: 2020-027, 2019-017, 2018-025

For the 3 SF-425 reports selected, UOVC did not perform an independent review prior
to submission, resulting in inaccurate amounts being reported in the reports. In
UOVC'’s efforts to improve its internal controls over the Crime Victim Assistance
(CVA) grant, it received approval to fund a new financial manager position to act as a
key control over CVA grant management. Because UOVC did not fill this position until
June 2022, internal controls during fiscal year 2022 were insufficient in preventing or
detecting and correcting errors in these reports. UOVC’s new financial manager
should perform an independent review of SF-425 reports and ensure the information
reported agrees to the underlying accounting records. Without such reviews, SF-425
reports may continue to include inaccurate information and would lead to
noncompliance with reporting requirements.
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Recommendation:

We recommend UOVC’s independent review verify the accuracy of the SF-425
reports.

UOVC’s Response:

UOVC Agrees.

2022-018. Initial Eligibility Determination Not Documented for 3 Subrecipients

Federal Agency: Department of Justice
Assistance Listing Number and Title: 16.575 Crime Victim Assistance
Federal Award Number: 2018-V2-GX-0051
2019-V2-GX-0063
2020-V2-GX-0015
Questioned Costs: N/A
Pass-through Entity: N/A
Prior Year Single Audit Report Finding Number: N/A

UOVC could not provide adequate documentation evidencing its controls over the
determination of 3 subrecipients’ eligibility. Standard UOVC procedures include the
intake grant analyst’s review of a grant application, evidenced by the completion of
an eligibility checklist. Subject matter experts then grade a subrecipient’s grant
application based on the checklist. For 10 of the 13 subrecipients reviewed, the
checklists were completed. For 3 of the 13 (23%), they were not. We did not
question payments to the 3 subrecipients as we were able to determine they were
eligible entities. Inconsistent application of standard UOVC procedures may result in
incorrect eligibility determinations of subrecipients.

Recommendation:

We recommend UOVC comply with its standard procedures for subrecipient
eligibility determination.

UOVC’s Response:

UOVC Agrees.

148



Single Audit Report
State Of Uta h For the Year Ended June 30, 2022

Schedule of Findings and Questioned Costs
Part III. Findings and Questioned Costs for Federal Awards
U.S. Department of the Treasury

2022-019. Missing Documentation for Emergency Rental Assistance Payments
(Department of Workforce Services)

Federal Agency: Department of Treasury

Assistance Listing Number and Title: 21.023 Emergency Rental Assistance Program
Federal Award Number: N/A

Questioned Costs: $7,914

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: 2021-016

Five of the 38 sampled payments (an error rate of 13.2%) for the Emergency Rental
Assistance Program (ERA) did not have documentation supporting the payment or had
ineligible costs associated with the recipient. Specifically,

e Two applications contained utility payments that were paid for amounts
higher than the utility bill,
e One application did not include a management signed lease,
e One application did not include a signed W-9 form and a management
signed lease, and
e An application did not include a written attestation from the applicant.
The above errors did not meet the documentation and eligibility criteria established
by section 501 of Division N of the Consolidated Appropriations Act, 2021, Pub. L. No.
116-260 (Dec. 27, 2020) and/or section 3201 of the American Rescue Plan Act of 2021,
Pub. L. No. 117-2 (March 11, 2021).

These errors occurred because the eligibility workers did not follow all of the

Department of Workforce Services (DWS) ERA procedures and the DWS Processors’
review of these applications did not identify and correct the errors. This resulted in
errors of $7,914 of $80,671 in payments sampled from a population of $150,666,251.

Subsequent to DWS’s initial eligibility determination and payment approval, DWS was
able to obtain the missing supporting documentation for two of these sampled
payments through requisition from the landlords, which total $7,824 of the errors
above.

Recommendation:

We recommend that eligibility workers follow DWS ERA procedures and program
processors review the applications for completeness and accuracy prior to
disbursing ERA payments.

DWS’s Response:

We agree with the finding.
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2022-020. GOPB Overestimated Calculation for Revenue Loss Due to the Pandemic
(Governor’s Office of Planning and Budget)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.027 Coronavirus State and Local Fiscal
Recovery Funds

Federal Award Number: N/A

Questioned Costs: $0

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

The Governor’s Office of Planning and Budget (GOPB) overstated its calculation for
the State’s revenue loss experienced due to the Coronavirus pandemic for calendar
year 2020 as follows:

Calculation Comparison Amount
GOPB’s Loss Calculation $1,154,152,123
Auditor’s Loss Recalculation $ 427,531,107
Overestimated Loss $ 726,621,016

The Department of the Treasury (Treasury) issued its Interim and Final Rules (within
the Federal Register) and related FAQs to guide governments in how to calculate the
revenue losses experienced due to the pandemic. The Interim Rule instructs
governments to identify “general revenue” based largely on the Census Bureau’s
definition and expands it to include or exclude certain revenue sources, which creates
certain complexities and inconsistencies in the revenue loss calculation. After
notification of the errors described above, GOPB revised its calendar year 2020
revenue loss calculation to $810,578,599. Differences between the auditor’s loss
recalculation and GOPB’s revised amounts are a result of potential differing
interpretations of Treasury’s revenue loss calculation guidance (e.g. hospital charges
for providing patient services that may be covered by Medicaid or Medicare as a
provider).

GOPB calculated the revenue loss based solely on its personnel’s experience and
understanding of revenue classification and did not account for the completeness,
accuracy, and complexity of revenues and other financial information recorded by the
State and the State’s institutions of higher education. Personnel in these areas who
possessed the necessary understanding should have been involved in the calculation.
Additionally, GOPB personnel charged with internal control responsibilities over the

150



Single Audit Report
State Of Uta h For the Year Ended June 30, 2022

Schedule of Findings and Questioned Costs

Part III. Findings and Questioned Costs for Federal Awards
U.S. Department of the Treasury

calculation did not possess the necessary expertise and knowledge to ensure
compliance with Treasury’s Interim and Final Rules.

GOPB’s oversight in these matters could cause material noncompliance with State and
Local Fiscal Recovery Fund (SLFRF) requirements. Because Treasury’s guidance
allows for reclassification of the excess expenditures, we have not questioned these
costs. However, funds budgeted/obligated for future expenditures may not be
available and may need to be revised.

Recommendations:

We recommend the following:

¢ Review and revise cumulative expenditures and obligations/budgets to
date to ensure the State’s plan for using the SLFRF allotment complies
with Treasury guidance;

¢ Resolve with Treasury the treatment of certain revenues and determine
the impact on the State’s revenue loss calculation;

e Ensure future revenue loss calculations follow Treasury’s guidance by
utilizing the expertise and knowledge of key financial reporting personnel
within the State and its institutions of higher education; and

e Ensure individuals with internal control responsibilities over the
calculation(s) possess the necessary understanding to ensure compliance
with Treasury’s Interim and Final Rules.

GOPB’s Response:

GOPB agrees with this finding. GOPB agrees that the original August 2021 revenue loss
calculation of $1,154,152,123 was incorrect due to incomplete reporting of revenue at
the time of the calculation. GOPB personnel utilized the best information available at
the time to complete this calculation. As more information has become available over
the past 18 months it has become clear that the calculation needs to be done again. The
revenue loss calculation was based on a calendar year, rather than a fiscal year and
there were no official financial reports that could be used to compile the calendar year
2020 revenue totals at the time of the original calculation. GOPB had to rely on a
combination of revenue data from the state’s financial system, FINET, as well as
summarized revenue data from the financial systems used by institutions of higher
education. When the original revenue loss calculation was completed in August 2021,
financial reports had not been released for fiscal year 2021, which made it difficult to
validate the calendar year 2020 general revenue reported by the institutions of higher
education.
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2022-021. Improper Controls and Monitoring of State and Local Fiscal Recovery Funds Activity
(Governor’s Office of Planning and Budget)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.027 Coronavirus State and Local Fiscal
Recovery Funds

Federal Award Number: N/A

Questioned Costs: $15

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

As the prime recipient for the State of Utah, GOPB did not design and implement
proper controls over allowable activities and costs.

We identified 23 of 60 expenditures (38.3 percent failure rate) without proper
internal controls to monitor compliance as shown below:

Department Control Errors Questioned Costs
Office of the Courts 8 $ 15
Department of Health and 9
Human Services
Division of Technology 3
Services
Division of Facilities 3
Construction and Management
Total 23 $ 15

We identified only one instance of noncompliance for a payroll expenditure of $15
from an expenditure sample of $9,794,539. We projected the error over an
expenditure population of $147,219,149, resulting in $225 of projected questioned
costs.

According to the SLFRF Final Rule Federal Register, “Recipients must establish
rigorous oversight and internal controls processes to monitor compliance with any
applicable requirements, including compliance by subrecipients.”

GOPB and the Legislature centrally approved project plans and state agencies relied
on that approval to ensure actual costs complied with the plan or SFLRF guidance.
GOPB’s centralized project oversight and state agency reliance on GOPB’s approval of
projects, combined with inexperience with federal compliance caused these
unallowable expenditures. Poor internal control design could cause federal funds to
be used for purposes not allowed.
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Recommendation:

We recommend GOPB improve its oversight and monitoring of expenditures by
working with agencies to establish internal controls that ensure expenditures
charged to SLFRF projects comply with such requirements.

GOPB’s Response:

GOPB agrees with this finding. Prior to spending SLFR funds, agencies were required to
document project eligibility and how expenditures would be coded in the state’s
financial system, FINET. Agencies operating outside of FINET were required to provide
similar coded expenditure data from their financial systems. GOPB maintains that
agencies with extensive experience with federal funds, such as the Department of
Health and Human Services, have adequate controls in place to ensure that only
appropriate and eligible costs are charged to SLFRF accounting codes. Additionally,
GOPB performs a quarterly review of all expenditures with SLFRF accounting codes
before reporting these expenditures to the Treasury Department and authorizing the
agency to book SLFRF revenue for those expenditures. While preparing the January
2023 report, GOPB added an additional step to have agencies review the quarter’s
expenditures. Even with these processes and procedures in place, GOPB agrees that
improvements can be made in the guidance, training, and follow-up with agencies
managing SLFR funds, including checking for adequate controls that would catch errors
charged to the grant.

2022-022. Suspension and Debarment Not Verified Prior to Awarding Contracts
(Governor’s Office of Planning and Budget)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.027 Coronavirus State & Local Fiscal
Recovery Funds

Federal Award Number: N/A

Questioned Costs: $0

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: 2021-022

We identified 26 of 42 contract agreements sampled (61.9 percent error) where,
under GOPB’s oversight, the state agency awarded SLFRF without verifying the entity
was not suspended or debarred. These state agencies did not include a suspension and
debarment clause in the contract with the entity as required by 2 CFR 200.327 or
through a search of the suspension and debarment list on sam.gov:
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Sampled Contract
State Agency Agreements
Cultural and Community Engagement 14
Go Utah 11
Office of the Courts 1
Total 26

2 CFR part 200.303 requires non-federal entities to “establish and maintain effective
internal control...that provides reasonable assurance that the non-federal entity
[manages the program] in compliance with...terms and conditions of the federal
award.” At the time of the award, GOPB did not provide guidance to these agencies
that were inexperienced with federal programs to be aware of the extent that the
suspension and debarment requirements were applicable. Although our procedures
did not detect noncompliance, failure to properly implement controls and
appropriately review each contracted party for suspension and debarment could
result in federally suspended or debarred entities receiving federal funds.

Recommendation:

We recommend GOPB assist agencies to gain an understanding of the suspension
and debarment requirements and establish internal controls to ensure
compliance with these requirements.

GOPB’s Response:

GOPB agrees with this finding. In September 2022, GOPB distributed an ARPA Agency
Checklist to remind those managing SLFR funds of compliance, monitoring, and
reporting requirements, which included the requirement of monitoring for suspension
and debarment. This checklist tool was not consistently used. A retroactive check was
performed and no entities receiving federal funds had been suspended or debarred.

2022-023. Improper Spending and Monitoring of Coronavirus Relief Fund Activity
(Governor’s Office of Planning and Budget)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.019 Coronavirus Relief Fund
Federal Award Number: N/A

Questioned Costs: $643,375

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: 2021-019
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Three of five Coronavirus Relief Fund (CRF) transactions tested for internal controls
(60 percent) and three of 65 expenditures (4.6 percent) tested for compliance did not
have adequate reviews to ensure the expenditures charged to CRF were in accordance
with the Department of the Treasury (Treasury) guidelines. We have questioned costs
of $643,375 for the following expenditures, which were not directly traceable in
response to the public health emergency:

e One transaction for the Thrive125 program celebrating Utah’s statehood in the
amount of $271,334;

e One transaction for an indirect allocation of limited liability and insurance in
the amount of $4,524 (this was also originally included in the budget); and

e A portion of one transaction for an IT contract payment totaling $367,517.

Our sample totaled $47,280,705 and was taken from a population total of
$108,519,500.

As the prime recipient for the State of Utah, GOPB did not ensure the State’s CRF was
spent in accordance with the Treasury guidance and FAQs. Treasury guidance
stipulates the Fund may only be used to cover costs that 1) were necessary
expenditures incurred due to the public health emergency with respect to the
Coronavirus Disease 2019 (COVID-19), 2) were not accounted for in the budget most
recently approved as of March 27, 2020 (the date of enactment of the CARES Act) for
the State, and 3) were incurred during the period that began on March 1, 2020 and
ended on December 31, 2021.

GOPB’s inadequate oversight of expenditures and state agency inexperience with
federal compliance caused these unallowable expenditures and created an
environment for federal funds to be used for purposes not allowed.

Recommendation:

We recommend GOPB improve oversight and monitoring of expenditures,
especially of state agencies with less federal program experience, to ensure
internal control over and compliance with CRF grant requirements.

GOPB’s Response:

GOPB agrees that documentation and monitoring could be improved. Documentation of
the three questioned costs were not adequate enough to allow auditors to determine
eligibility under CRF guidance. Nevertheless, GOPB believes the questioned costs will be
determined eligible if examined by the Department of the Treasury, based on published
guidance regarding economic support in connection with COVID-19, expenses for
technical assistance, and administrative costs.
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As it relates to the first questioned cost, the Thrive 125 program provided economic
assistance grants to businesses and organizations impacted by COVID-19. Utah’s
creative arts industry, particularly performing artists, were significantly impacted by
COVID-19. As part of the program, the grant recipients were required to provide free
performances for the community, which enabled marketing opportunities for artists.
This grant program underwent a CRF eligibility review, including discussions with the
Unified Command Finance Group.

With respect to the second questioned cost, when the state recognized the purchase
order for the state’s COVID-19 dashboard was structured to allow for broader usage at
no additional cost, the state decided to pilot several other dashboards. The purpose and
eligibility of this expense was reviewed by the COVID Finance Steering Committee
before it was funded with CRF funding.

As for the third questioned cost, based on the final CARES Act CRF rule, GOPB agrees
agencies are not permitted to apply indirect cost formulas for liability insurance.
However, upon further review, $1,312 of the questioned $4,524 was already adjusted to
be charged to a non-CRF funding source before the close of the fiscal year. The
remaining $3,212 was directly related to the personnel who charged eligible time to the
CRF and not based on an indirect cost formula. GOPB believes this would be a direct
cost similar to workers compensation that is charged to employees each pay period.

2022-024. Underlying Accounting Data Does Not Support Coronavirus Relief Fund Quarterly Reports
(Governor’s Office of Planning and Budget)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.019 Coronavirus Relief Fund
Federal Award Number: N/A

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: 2021-020

The methodology used by GOPB to prepare and submit CRF quarterly financial reports
did not ensure the complete and accurate reporting of expenditures as reflected in
FINET, the State’s accounting system. We selected the January 2022 and April 2022
report submissions to test key line items. We were unable to agree the following line
items to FINET:

January 2022 Report

Manual adjustments made to the original data totaled $39.9 million.
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$10.96 million of the manual adjustments for small business bridge loans were
reclassified as expenditures without the transaction occurring in FINET. Additionally,
a significant portion of the loans should not have been reclassified as grants.

April 2022 Report

$5.4 million of expenditures less than data used in the preparation schedules.
Manual adjustments made to the data totaled $65.4 million.

While manual adjustments, corrections, and other changes (i.e., FEMA
reimbursements) are not unexpected in reports, we considered the following in
relation to GOPB’s report preparation:

A reconciliation of the underlying accounting data and manual adjustments in the
reports to the “official record” of CRF expenditures in FINET has not occurred.
Underlying accounting data was inconsistently coded from 2020 through 2022 but
has not been reconciled to ensure all appropriate expenditures have been reported.
Manual adjustments include significant amounts of expenditures reimbursed by
FEMA that may have been charged to both programs without detection.

FINET does not track obligations and as such, reported obligations are manually
included for reporting. The reported total cumulative obligations in January of
$933,976,723 and in April of $934,765,677 could not be tested because they were not
properly documented.

Treasury’s guidance indicates that the “prime recipient’s quarterly Financial Progress
Report submissions should be supported by the data in the prime recipient’s
accounting system.” Additionally, the Treasury Office of Inspector General’s (OIG)
FAQs on reporting and recordkeeping describe the need to correct errors or
modifications in a timely manner and to report actual obligations and expenditures
rather than estimates.

GOPB relied on state agencies to properly code expenditures and to have a proper
understanding of the appropriate use of funds. The data in FINET, the “official
record,” and expenditures reported drastically differed due to these coding
differences and required manual adjustments that were not properly documented.
GOPB personnel did not prioritize the reconciliation of FINET expenditures and
obligations to those reported because of other duties, time constraints, and priorities.
In addition to the failure to properly code and track expenditures, an untimely
reconciliation can lead GOPB to significantly misreport expenditures, misidentify
errors, and miscalculate obligations of funds to be returned to Treasury.
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Recommendation:

We recommend GOPB perform timely reconciliation of reported expenditures to
actual reimbursements to ensure reports are supported by the underlying
accounting data and to make corrections and other necessary modifications occur
in a timely manner.

GOPB’s Response:

GOPB agrees with this finding. GOPB acknowledges that because of complexities in
coding and tracking during fiscal years 2020 to 2022 and a ten day federal reporting
deadline, not all reported expenditures were reconciled before quarterly reports were
submitted. Between July 2022 and January 2023, GOPB made significant progress by
compiling and reconciling a master CRF expenditure file. After the final reconciliation is
completed, GOPB is confident every transaction reported to the Department of the
Treasury, including adjustments for FEMA reimbursements and other
recategorizations, will be reconciled with FINET data.

2022-025. CRF Subrecipient Single Audit Report Reviews Not Occurring
(Governor’s Office of Planning and Budget)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.019 Coronavirus Relief Fund
Federal Award Number: N/A

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

GOPB did not design or implement controls to ensure its subrecipients’ single audit
reports were monitored according to federal requirements. It also did not review any
subrecipients’ single audit reports to assess whether its subrecipients receiving CRF
funds spent the funds appropriately. 2 CFR 200.332(d) requires a review of
subrecipient single audit reports when they become available. It also requires GOPB
to follow up with the subrecipient to ensure timely and appropriate action has taken
place for any deficiencies identified.

GOPB did not design or implement controls because of its unfamiliarity with federal
grant requirements and employee turnover. This could result in GOPB not identifying
potential issues at the subrecipient level and take appropriate actions.
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Recommendation:

We recommend GOPB establish policies and procedures to ensure monitoring of
single audit reports occur in accordance with 2 CFR 200.332(d).

GOPB’s Response:

GOPB agrees with this finding. Prior to being awarded any CRF funds, GOPB required
all subrecipients to agree to the terms and conditions on which the funds were granted.
Part of the agreement stated that these federal funds were subject to the Single Audit
Act and 2 CFR 200.332(d) requirements, which requires that subrecipients receiving
more than $750,000 in federal funds per year complete and submit their single audit
report in compliance with federal regulations. All state government agencies are
covered under the statewide single audit completed by the Office of the State Auditor,
however cities, counties, towns, water districts and other local entities are not covered
by the statewide single audit and need to complete their own, if they meet the spending
threshold.

2022-026. Go Utah Did Not Implement Internal Controls for Subrecipient Monitoring Requirements
(Go Utah)

Federal Agency: Department of the Treasury

Assistance Listing Number and Title: 21.027 Coronavirus State and Local Fiscal
Recovery Funds

Federal Award Number: N/A

Questioned Costs: N/A

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: N/A

The Governor's Office of Economic Opportunity (Go Utah) did not establish internal
controls to ensure compliance with Coronavirus State and Local Fiscal Recovery
Funds (SLFRF) subrecipient monitoring requirements. Go Utah also did not properly
communicate key federal grant information or evaluate and monitor its subrecipient
for compliance purposes as required by 2 CRF 200.332.

The Department of Treasury’s Final Rule requires recipients of funds to “establish
rigorous oversight and internal control processes to monitor compliance with any
applicable requirements, including compliance by subrecipients.” 2 CFR 200.303 also
requires the establishment of effective internal control for federal programs.

Go Utah was unaware that subrecipient monitoring requirements were applicable to
its program. Failure to establish internal controls, adequately communicate key
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federal program information to subrecipients and perform risk evaluation, and
monitoring procedures may result in the subrecipient’s noncompliance with federal
funds and potential misuse of federal funds.

Recommendation:

We recommend Go Utah:
1. Gain an understanding of subrecipient requirements and establish
internal controls to ensure compliance with these requirements; and
2. Communicate all required federal award information to sub-recipients.

Go Utah’s Response:

We agree. While internal controls were insufficient, they were not completely absent.
For example: (1) we implemented the American Rescue Plan Act of 2021 Appropriation
Tracking and Documentation Form, and (2) all sub-recipients signed contracts that
included internal controls such as requirements for status reports, performance
measures, and compliance with all applicable federal and state laws, rules, and
regulations.
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2022-027. Working Capital Reserves in Excess of Federal Guidelines
(Department of Government Operations)

Federal Agency: Various

Assistance Listing Number and Title: Various
Federal Award Number: Various

Questioned Costs: Undeterminable
Pass-through Entity: None

Prior Year Single Audit Report Finding Number: 2021-025,2020-036; 2019-023; 2018-
033; 2017-021; 2016-037; 2015-048; 2014-040; 2013-049; 2012-51; 2011-56

As of June 30, 2022, four divisions within the Department of Government Operations
(DGO) held working capital reserves in excess of federal guidelines of at least the
amount that follows:

Excess #
of Days Excess.
in Amount in
Fund Description Reserve Reserve
Division of Purchasing and General Services
Cooperative Contract Management 565 $ 5,286,394
Federal Surplus Property 2,964 $ 199,115
State Surplus Property 69 $ 160,336
Division of Finance
Purchasing Card 115 $ 210,243
Division of Risk Management
Workers’ Compensation Fund 174 $ 2,709,066
Property 37 $ 2,130,849
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The following divisions do not have excess reserves at the internal service fund level,
however, the federal oversight agency requires them to be assessed at the service
area level, which resulted in excess reserves as follows:

Excess #
of Days Excess.
. Amount in
in
Service Area Description Reserve Reserve
Division of Technology Services (DTS)
Printing Services 112 $ 258,577
Communication Services 45 $1,201,304
Network Services 4 $ 263,910
Mainframe Services 32 $ 374,115
Division of Human Resource Management
Human Resources Core Services 1,841 $ 209,890

2 CFR part 200, Appendix V, paragraph G.2, generally allows a working capital
reserve as part of retained earnings of up to 60 days’ cash expenses for normal
operating purposes in each internal service fund. For DTS, the federal oversight
agency only allows 45 days. The excess reserves were due to the inherent difficulty of
accurately estimating expenses when setting rates. Excess reserves could result in a
federal liability since federal programs share an interest in the reserves.

Recommendation:

Depending on the business requirements, we recommend each division within
DGO reduce excess working capital reserves within each of the respective funds
or service areas or obtain a waiver for an increase in the number of days of
working capital allowed to comply with federal guidelines.

DGO’s Response:

Division of Purchasing and General Services

Cooperative Contract Management - Public entities in Utah rely on the Division of
Purchasing and General Services (State Purchasing) to maintain the cooperative
contract program to help with public procurement in Utah. The usage of state
cooperative contracts by public entities increased dramatically this past year resulting
in a corresponding increase in the collection of administrative fees. State Purchasing
still continues to decrease the administrative fees on state cooperative contracts as
each contract expires and is rebid. This is a slow process since State Purchasing has
nearly 1,200 cooperative contracts that expire only every five years. Although State
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Purchasing is allowed under law to collect up to a 1.0% administrative fee on each
cooperative contract, currently the average administrative fee is 0.38%. State
Purchasing has also requested the Utah Legislature to appropriate out a portion of the
excess reserves in this fund in fiscal year 2023. The calculation for the refund of the
federal portion of this transfer out will be submitted to Cost Allocation Services for
review and approval when this transfer is complete.

Federal and State Surplus Property - Due to the completion of the new Utah State
Prison, Surplus Property anticipates relocating by the end of calendar year 2023. At
that time, Federal and State Surplus will need to use their working capital reserve
funds for the costs of moving to and furnishing their new location. These additional
expenses should eliminate these excess reserves by December 2023.

Purchasing Cards - The Division of Finance (State Finance) is in the process of
implementing a new travel and expense reporting system for all State agencies to
simplify travel approvals, travel reimbursements, and reduce the administrative
burden for the purchasing card (p-card) expense reports on State agency personnel.
To cover system implementation costs, State Finance elected not to distribute the
rebates received from U.S. Bank related to State agency p-card spending for
calendar years 2021 and 2022. Rebates were still passed through to participating
entities external to the primary government. The anticipated completion date for
the system is the end of calendar year 2023. State Finance will review annually the
costs of the system, develop a cost allocation strategy between the Travel and P-
Card programs, adjust travel rates to cover the travel program’s ongoing costs, and
distribute any remaining p-card rebates to State agencies respective to their spend.
This effort will reduce and/or eliminate excess federal reserves by the end of fiscal
year 2024.

Division of Risk Management

Workers’ Compensation Fund & Property— We requested approval in the current
legislative session to transfer $2,000,000 out of the Workers Compensation Fund
and into the Property Fund. We will submit the calculation for the refund of the
federal portion of this transfer to Cost Allocation Services for their review and
approval when this transfer is completed. Additionally, in FY 2023, the premiums
charged for workers compensation have been reduced 26% from $0.61 per $100 to
$0.45 per $100. The property commercial insurance market and the Property Fund
are experiencing enormous year-over-year premium increases. We have seen a
doubling of premiums in the last five years, from $14,000,000 to $28,000,000.
Additionally, the budget process requires that we project funding 1-2 years in
advance before we can enact rate increases to pay the excess insurance premiums
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that are due each fiscal year. As such, we deem it important to maintain a retained
earnings balance in the Property Fund to be able to sustain the Fund's ability to pay
for increasing premiums.

Division of Technology Services

Print Services — DTS currently projects Print Services retained earnings will
decrease by $181 thousand in fiscal year 2023. The Print Services rate was set
lower than the cost to provide this service in fiscal year 2024. DTS plans to
annually review and adjust rates and issue mid-year rebates, if necessary, to bring
DTS Print Services into compliance with federal excess reserve guidelines by the end
of fiscal year 2024.

Communication Services - The fiscal year 2024 rate was set to under recover the
cost of providing this service by an additional $425 thousand. Because the
reductions to retained earnings were smaller than expected in fiscal year 2022 and
are projected to be smaller than expected in fiscal year 2023, DTS will need an
additional year to address this excess. DTS plans to annually review and adjust
rates and issue mid-year rebates, if necessary, to bring DTS Communication
Services into compliance with federal excess reserve guidelines by the end of fiscal
year 2025.

Network Services - DTS anticipates significant expenses to this product in fiscal
year 2023 as DTS upgrades the aging network infrastructure and as the demand for
network services continues to increase (e.g. Agencies are asking for increased
bandwidth). Upgrades to the infrastructure have been more complex than originally
estimated, which has delayed the majority of this expense to fiscal year 2023. DTS
projects the Network Services retained earnings will decrease by nearly $1 million
in fiscal year 2023. DTS plans to annually review and adjust rates and issue mid-
year rebates, if necessary, to bring DTS Network Services into compliance with
federal excess reserve guidelines by the end of fiscal year 2023.

Mainframe Services - This product will be coming to an end by fiscal year 2024. As
the product ends, DTS will issue a rebate to reduce retained earnings to the
agencies using the system. DTS plans to issue a credit in fiscal year 2023 which will
bring Mainframe Services into compliance.

164



State Of Uta h Single Audit Report

For the Year Ended June 30, 2022

Schedule of Findings and Questioned Costs

Part III. Findings and Questioned Costs for Federal Awards
Various Federal Agencies

Division of Human Resource Management

Human Resources Core Services - The Division of Human Resource Management
(DHRM) projects DHRM Core Services expenses to increase in fiscal year 2023 and
future years. The DHRM Core Services excess reserves was the result of an error
correction. In an effort to decrease these excess reserves, DHRM has not requested a
rate increase for DHRM Core Services, though we do anticipate costs to increase.
We will continue to annually review and adjust the DHRM Core Services rate and, if
necessary, issue refunds or rebates to ensure DHRM Core Services is in compliance
with federal excess reserve guidelines by the end of fiscal year 2024.

2022-028. Working Capital Reserves in Excess of Federal Guidelines
(Public Employees Health Plan)

Federal Agency: Various

Assistance Listing Number and Title: Various

Federal Award Number: Various

Questioned Costs: Undeterminable

Pass-through Entity: N/A

Prior Year Single Audit Report Finding Number: 2021-026; 2020-039; 2019-026;
2018-036; 2017-023; 2016-039; 2015-050; 2014-042; 2013-050; 2012 12-53; 2011 11-
58

As of June 30, 2022, the Public Employees Health Program (PEHP) held working
capital reserves in excess of federal guidelines as follows below.

Excess # Excess
of Days in Amount in
Program Reserve Reserve
Long-Term Disability 4,034 $ 22,867,602
Medicare Supplement 122 $ 19,550,895

2 CFR part 200, Appendix V, paragraph G.2, generally allows a working capital
reserve as part of retained earnings of up to 60 days’ cash expenses for normal
operating purposes. The inherent difficulty of accurately estimating expenses led to
excess reserves. Excess reserves could result in a federal liability since federal
programs share an interest in the reserves.
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Single Audit Report
State Of Uta h For the Year Ended June 30, 2022

Schedule of Findings and Questioned Costs
Part II1. Findings and Questioned Costs for Federal Awards
Various Federal Agencies

Recommendation:

Depending on the business requirements, we recommend PEHP:
1. Reduce excess working capital reserves, or
2. Obtain a waiver from the federal cost negotiator allowing an increase in
the number of days of working capital allowed to comply with federal
guidelines.

PEHP’s Response:

Long-term Disability

PEHP operates as a fully functioning third party-administrator for Long-term
Disability benefits for the state of Utah and other public entities in Utah. Consequently,
the reserves that PEHP holds and administers for the state of Utah do not relate to the
payment of premium but the payment of ongoing, multi-year benefits for plan
participants. These are vested benefits that PEHP would be required to pay on behalf
the state for plan recipients, even if the program was discontinued and premiums were
no longer collected. Because of this, PEHP will return excess premiums identified by our
outside actuary while also seeking to obtain a waiver from the federal cost negotiator
during 2023 to allow an increase in the number of days of working capital in
compliance with federal guidelines.

Medicare Supplement

PEHP operates as a fully functioning third party-administrator for Medicare
Supplement and Part D benefits for the state of Utah and other public entities in Utah.
Consequently, the reserves that PEHP holds and administers for the state of Utah do
not relate to the payment of premium but the payment of ongoing benefits for plan
participants. During 2023, PEHP will seek to obtain a waiver from the federal cost
negotiator to allow an increase in the number of days of working capital in compliance
with federal guidelines on three grounds. First, the volatile nature of Part D pharmacy
claims. Second, the relatively small dollar amount associated with Medicare premiums
that can create a higher level of potential volatility. Third, the relatively small number
of members covered by PEHP’s Medicare products that can also create a higher level of
potential volatility.
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Department of Government Operations
Division of Finance

JENNEY REES
State Of Utah Executive Director
SPENCER J. COX JANIC.A. M GINES, CPA
Governor Division Director

DEIDRE M. HENDERSON
Lieutenant Governor

February 28, 2023

John Dougall

State Auditor

Office of the Utah State Auditor

Utah State Capitol Complex Suite E310
Salt Lake City, Utah 84114

Dear Mr. Dougall,

Enclosed with this letter is the State of Utah’s Corrective Action Plan for the audit findings in the
fiscal year 2022 single audit report.

The State’s Corrective Action Plan is a compilation of the corrective action plan information provided
to us by the applicable state agencies. The Corrective Action Plan document is prepared in conjunction
with your fiscal year 2022 single audit. We believe it satisfies the requirements in the Federal Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
§200.511(c) for a corrective action plan.

We appreciate the efforts of the Office of the Utah State Auditor in completing the Single Audit for
the State for fiscal year 2022. If you have any questions regarding this Corrective Action Plan, please
do not hesitate to contact our office.

ica Gines, CPA

irector of Finance
Attachment

Sincerely,

DIVISION OF FINANCE, 4315 S. 2700 W., 3" Floor, Taylorsville, UT 84129-2128 telephone 801 957-7780 * www.finance.utah.gov



State of Utah Single Audit
Corrective Action Plan

For the Year Ended June 30, 2022

FINDINGS RELATING TO THE FINANCIAL STATEMENTS:

2022-001.

2022-002.

Incomplete Accounting for UDOT Construction and Capital Asset Activity for Financial Reporting

State Agency: Department of Government Operations

The Construction in Progress Schedule prepared by UDOT and used by State Finance contains and tracks
approximately 600 projects. State Finance relies on UDOT to delineate when projects are closed and if projects
should be capitalized since those determinations are performed by UDOT project managers.

Once the auditors identified 3 projects with errors of approximately $159 million and concluded their
testwork, State Finance worked with UDOT to recreate the schedule and identified 16 additional projects
which were not properly stated with project costs of approximately $996 million. Through the recreation
process, State Finance determined that the general ledger report used by UDOT to create the schedule was
incomplete and that UDOT had improperly included costs that should have been expensed in prior years as
well as projects that were closed and should have been removed.

State Finance will provide training to UDOT personnel regarding the proper recognition of construction in
progress, infrastructure, and related expenditures. State Finance will also meet each year with UDOT to
discuss the methods used to develop the schedule to ensure they are consistent with policies, procedures, and
GAAP. State Finance will also review in more detail UDOT’s schedule of infrastructure projects to determine
that projects are properly recorded, classified and reported.

Contact Person: Patricia Nelson (patriciarnelson@utah.gov), Assistant State Comptroller, State Division of
Finance
Anticipated Correction Date: June 30, 2023

Errors in Annual Financial Reporting Preparation Process

State Agency: Department of Government Operations

The Utah Department of Transportation (UDOT) prepares a schedule of construction in progress for
infrastructure. The Division of Finance (State Finance) relies on the professional expertise and system of
internal controls of UDOT in preparing and reviewing the schedule. State Finance also performs limited
analytical procedures on the balances to determine they are reasonable, which also includes agreeing the
amounts reported to the State’s general ledger system. See management’s additional corrective action plans
in finding No. 2.

The vast majority of the state’s excess cash is held (or pooled) within the State’s Public Treasurer’s Investment
Fund (PTIF). The cash is then invested by the PTIF in various cash equivalents and investments. Governmental
accounting standards allow significant latitude on how to report shares in an internal investment pool by
stating that “each fund with a position in the internal investment pool should report its position as, for
example, equity in cash management pool, equity in internal investment pool, cash and cash equivalents, or
investments” (see GASB Codification 150.721-12). For the State of Utah, previous to fiscal year 2022, each
fund’s share of the PTIF was reported as either “cash or cash equivalents” or “investments” depending on an
internal policy. This classification of the fund’s share of the PTIF was not disclosed in prior years. During fiscal
year 2022, a large portion of PITF shares previously reported as “investments” were instead reported as “cash
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2022-003.

State of Utah Single Audit
Corrective Action Plan

For the Year Ended June 30, 2022

and cash equivalents” due to a change in the internal policy. Additionally, funds that now reported their PTIF
shares as only “cash and cash equivalents” still properly reflected an “Investment Income (Loss)” since shares
held in the PTIF are required to be adjusted to fair value. Although in accordance with governmental
accounting, reporting investment income/loss without also reporting investments, created an inconsistency.
This inconsistency, combined with the significant shift in reporting the majority of PITF shares as “cash and
cash equivalents” created a larger inconsistency from prior years since previous year’s financial statements
did not disclose the nature of the State’s internal share of the PTIF or the policy on how it was reported.

To be more transparent, the State Finance changed the internal policy to instead reflect all shares in the PTIF
as “Pooled Cash and Investments” in the financial statements. Additional note disclosures were also added
describing how excess cash is pooled within the PTIF. This significant change in policy was also disclosed in
the financial statements.

Contact Person: Patricia Nelson (patriciarnelson@utah.gov), Assistant State Comptroller, State Division of
Finance
Anticipated Correction Date: June 30, 2023

Control Procedures Failed to Ensure Surplus Calculation Complied with State Code
State Agency: Department of Government Operations

While the calculation template used to calculate the surplus is aligned with the Utah Code 63]-1- 313(3)(a)(iii),
the beginning balance amount used in the calculation was incorrect. The Division of Finance will perform
additional, more detailed reviews of the financial inputs used in the calculation, ensuring those figures agree
to the State’s general ledger.

Contact Person: Patricia Nelson (patriciarnelson@utah.gov), Assistant State Comptroller, State Division of

Finance
Anticipated Correction Date: June 30, 2023
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FINDINGS RELATING TO FEDERAL AWARDS:

U.S. Department of Education:

2022-004.

2022-005.

Food Commodity Shipments, Disbursements, and Inventory Not Tracked

State Agency: Utah State Board of Education
Federal Program: Emergency Food Assistance Program (Food Commodities)

“State agencies, sub distributing agencies, and eligible recipient agencies must maintain records to document
the receipt, disposal, and inventory of commodities received under this part that they, in turn, distribute to
eligible recipient agencies. (7 CFR 251.10(a)(1)” Therefore, as the distributing agency, the USBE Child
Nutrition Program (CNP), shares responsibility for accountability of commodities the state of Utah receives
as part of The Emergency Food Assistance Program (TEFAP) with the Utah Food Bank (UFB)—the sub
distributing agency. The collaborative relationship between CNP and UFB, and maintenance of sufficient
records, resulted in resolution of the initial differences calculated as part of the audit.

As required by 7 CFR 251.10(e), CNP monitors the operation of TEFAP, including performance of required
annual reviews of recipients, and of physical inventory. In addition to the monitoring procedures currently in
place, CNP will enact a policy to reconcile book inventories of donated foods at least annually as required by
7 CFR 250.12(b).

Contact Person(s):
Michelle Martin, USBE Program Development Coordinator, 801-538-7687
Melissa Cowder, USBE Food Distribution Specialist, 801-538-7697

Anticipated Correction Date: USBE will develop a policy by September 30, 2022, that will outline procedures
to reconcile book inventories of donated foods annually. Reconciliation will be based on the federal fiscal year.

Federal Funds Received Were Not Disbursed or Refunded Within Required Timeframe

State Agency: Utah State University
Federal Program: Student Financial Assistance Cluster

Utah State University will change its process for requesting federal funds in advance. The Controller’s Office
will down less than the full amount of the estimated financial aid disbursement amounts to be issued to
students, as calculated by the University’s Financial Aid Office at the first of each semester.

The Controller's Office personnel will then review federal financial aid disbursements within three days of
receiving the advance draw in order to return any undisbursed funds to the Department of Education within
the required timeframe. Federal financial aid funds will then be drawn down on an on-going basis as
additional federal financial aid funds are disbursed to students during the semester.

Contact Person: Jennifer Jenkins, Manager of Sponsored Programs Accounting, 435-797-1077
Completion date: October 31, 2022
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U.S. Department of Health and Human Services:

2022-006. Foster Care Eligibility Controls Not Completed in a Timely Manner

State Agency: Department of Health and Human Services
Federal Program: Foster Care Title IV-E

The Department concurs with this recommendation. The agency is in the process of building an integrated
eligibility team and will increase its capacity by having three team leads and one support coordinator III to
support the eligibility review process.

Anticipated Correction Date: June 30, 2023
Contact Person: Tracy Wiggill, Eligibility Program Manager, twiggill@utah.gov

2022-007. Annual Medicaid Eligibility Reviews Not Completed

State Agency: Department of Health and Human Services; Department of Workforce Services
Federal Program: Medicaid Cluster

Department of Health and Human Services

The Department concurs with this recommendation. The Department will coordinate with the Department of
Workforce Services (DWS) to whom we have delegated authority to perform eligibility determinations for
Medicaid and CHIP and will ensure that DWS properly follows policy sections 721-1.A.1.b.i and COVID-19 Q &
A question 10. DWS will train staff on proper use of the asset verification system, as well as remind staff on
the review policy. DWS’ Performance Review Team will also review a sample of cases to ensure compliance
with these policies.

Anticipated Correction Date: February 28, 2023
Contact Person: Michelle Smith, Assistant Office Director, Office of Eligibility Policy,

michellesmith@utah.gov

Department of Workforce Services
The Department will coordinate with the Department of Health and Human Services (DHHS) and ensure policy
sections 721-1.A.1.b.i and COVID-19 Q & A Question 10 are followed properly. We will train staff on proper use

of the asset verification system, as well as remind staff of the review policy.

Contact Person: Muris Prses - Assistant Director, Systems and Policy 801-526-9831
Anticipated Correction Date: February 2023
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2022-008.

2022-009.

2022-010.

2022-011.

State of Utah Single Audit
Corrective Action Plan

For the Year Ended June 30, 2022

Use of Appropriate National Correct Coding Initiative (NCCI) Edit Files Not Verified

State Agency: Department of Health and Human Services
Federal Program: Medicaid Cluster

The Department concurs with this recommendation. The Division successfully created and tested a
comparison file. The division will continue to work to resolve audit concerns. Implementation in production
is set for November 2022.

Anticipated Correction Date: November 30, 2022
Contact Person: Shandi Adamson, Director, Office of Medicaid Operations, shandiadamson@utah.gov

Required Audits of MCO Encounter and Financial Data Not Conducted

State Agency: Department of Health and Human Services
Federal Program: Medicaid Cluster

The Department concurs with this recommendation. The Department will coordinate with the Utah OIG to
audit these encounters and/or conduct these periodic audits with Medicaid staff. The results will be posted on
the Utah Medicaid website.

Anticipated Correction Date: September 30, 2023
Contact Person: Gregory Trollan, Director, Office of Managed Health Care, gtrollan@utah.gov

Medical Loss Ratio Report Lacked Two Required Elements

State Agency: Department of Health and Human Services
Federal Program: Medicaid Cluster

The Department concurs with this recommendation. The Department will ensure that all required elements
of the MLR are received by having DHHS staff review elements of the MLR to ensure they are complete.

Anticipated Correction Date: January 31, 2023
Contact Person: Gregory Trollan, Director, Office of Managed Health Care, gtrollan@utah.gov

Sufficiently-Detailed PIC Meeting Minutes Not Maintained

State Agency: Department of Health and Human Services
Federal Program: Medicaid Cluster

The Department concurs with this recommendation. The MOU between OIG and DIH/Medicaid and the PIC
bylaws define that meeting minutes will be taken with each PIC Committee. These meeting minutes will be
reviewed at the following PIC Committee meeting and voted on for approval.

PIC bylaws specifically state:

“To keep written minutes of all Committee meetings, with assistance of staff, including:
e Date, time, and place of meeting;
e Names of members present, absent, and excused;
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2022-013.

State of Utah Single Audit
Corrective Action Plan

For the Year Ended June 30, 2022

e Substance of all matters proposed, discussed or decided and a record of votes taken;
e Names of all other individuals who appeared and the substance in brief of their testimony;
e Any other information that any member requests to be entered in the minutes.”

Anticipated Correction Date: June 31, 2023
Contact Person: Jennifer Strohecker, Director Division of Integrated Healthcare, jstrohecker@utah.gov

Subawards for SAPT Not Included in FFATA Reports

State Agency: Department of Health and Human Services
Federal Program: Substance Abuse and Prevention Program

The Department concurs with this recommendation. We agree to properly report the subaward information
beginning with SFY23.

Anticipated Correction Date: November 30, 2022
Contact Person: Mark Meier, Financial Manager II, markmeier@utah.gov, and Kyle Larsen, Administrative
Services Director, kblarson@utah.gov

Missing/Untimely Submissions and Errors in FFATA Reporting

State Agency: Department of Workforce Services
Federal Program: Vocational Rehabilitation, Emergency Rental Assistance Program, Low-Income Home
Energy Assistance Program, CCDF Cluster

The errors cited by the auditors occurred prior to the corrective actions taken by the Department of Workforce
Services for prior year finding 2021-006, as described below, which were fully implemented as of June 30,
2022.

The Department centralized the contracts teams and standardized contract processes across the Department.
This centralization enabled the contracts team to create and maintain a comprehensive contracts database
which contains pertinent data elements for each of the Department’s contracts, including contract execution
dates, FFATA applicability, and whether applicable FFATA data has been reported on the FFATA Subaward
Reporting System (FSRS). The Department also added certain fields in the contracts database which are being
utilized to record when FFATA data is received by the contracts team from subrecipients and when the data
is forwarded to finance personnel for entry on FSRS. Capturing these additional data elements allows for the
generation of reports from the contracts database to identify any instances where FFATA is applicable but
data has not been obtained or reported. These enhancements have improved the ability of finance personnel
to reconcile FFATA data collected by the contracts team to the data reported on FSRS and are utilized regularly
to review FFATA submissions to ensure timeliness, accuracy and completeness in reporting FFATA data.

Contact Person: Nathan Harrison, Finance Director, 801-526-9402
Anticipated Correction Date: June 30, 2022
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Inadequate Monitoring of Child Care Health and Safety Inspections

State Agency: Department of Workforce Services
Federal Program: Child Care and Development Block Grant

The Department concurs with this recommendation. We agree to properly report the subaward information
DHHS Child Care Licensing (CCL) managers review each licensor’s inspection workload monthly, but have not
been documenting the results. CCL managers will review the monthly results with each licensor and record
summaries of their monthly desk reviews, including any findings in the Utah Performance Management (UPM)
system. OCC will amend the contract with DHHS to maintain and follow written protocols to review licensing
inspections. OCC will monitor this requirement during the annual contract monitoring.

Contact Person: Ann Stockham Mejia, OCC Child Care Subsidy Program Manager, (385) 315-2376
Anticipated Correction Date: February 1, 2023

Subrecipients Not Tracked for Monitoring of Single Audit Reports

State Agency: Department of Workforce Services
Federal Program: Child Care and Development Block Grant

We have verified that the four omitted subrecipients have been audited as required. Three of the four received
a single audit and had no findings related to subawards provided by DWS. The remaining subrecipient was
not required to have a single audit. Queries designed to identify subrecipients have been updated and reviewed
to ensure that they include all subrecipients. FINET coding has been created to more specifically identify
payments to subrecipients. This coding has simplified the query, which will minimize the risk of errors in the
future.

Contact Person: Van Christensen, Internal Audit Director, 801-808-0698
Anticipated Correction Date: June 30, 2022
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U.S. Department of Justice:

2022-016.

2022-017.

2022-018.

FFATA Award Information Not Submitted for UOVC’s 2020 Award & Inaccurate Information
Submitted for 5 of UOVC’s 2019 Subawards

State Agency: Commission on Criminal and Juvenile Justice
Federal Program: Crime Victim Assistance

UOVC will follow the Audit recommendation by entering the final award information into the FSRS website
rather than preliminary information. This will be done timely and according to policy. The UOVC Grant
Management Team, in alliance with the Federal Fund Financial Manager, will meet to discuss and determine
the best way to implement a review process to ensure compliance and accuracy in correcting this audit
finding.

Contact Person: Tallie Viteri, UOVC Asst. Director, Assistance Grant Program Mgr., 801-300-6605
Gary Scheller, UOVC Director, 801-227-9375

Mark Peterson, UOVC Financial Manager II, 801-793-8264

Anticipated Correction Date: June 30, 2023 (New Grant awards will take place July 2023)

Three SF-425 Quarterly Reports Not Reviewed for Accuracy Prior to Submission

State Agency: Commission on Criminal and Juvenile Justice
Federal Program: Crime Victim Assistance

Financial Manager perform an independent review on all the SF-425 reports to ensure the information
agrees to accounting records. This will include supporting documentation from FINET and any worksheets
used to help with calculations to ensure accuracy in correcting this finding.

Contact Person: Mark Petersen, UOVC Financial Manager, 801-793-8264
Connie Wettlaufer, UOVC Admin. Asst., 801-238-2371
Madi Radcliff, UOVC Prog. Support Specialist, 801-238-2370
Gary Scheller, UOVC Director, 801-277-9375

Anticipated Correction Date: November 1, 2022

Initial Eligibility Determination Not Documented for 3 Subrecipients

State Agency: Commission on Criminal and Juvenile Justice
Federal Program: Crime Victim Assistance

UOVC management will review standard policy and procedures with its Grant Management Team to provide
training and make any necessary adjustments to ensure compliance with subrecipient eligibility
determinations. The UOVC Grant Management Team, in alliance with the Federal Fund Financial Manager,
will meet to discuss and determine a review process to ensure compliance of documentation.

Contact Person: Tallie Viteri, UOVC Asst. Director, Assistance Grant Program Mgr., 801-300-6605
Dale Oyler, UOVC VOCA Program Manager, 801-333-3521
Moriah Pease, UOVC VAWA & SASP Program Manager, 801-793-8264

Anticipated Correction Date: June 30, 2023 (New Grant Awards will take place July 2023)
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U.S. Department of the Treasury:

2022-019.

2022-020.

2022-021.

Missing Documentation for Emergency Rental Assistance Payments

State Agency: Department of Workforce Services
Federal Program: Emergency Rental Assistance

A new process with updated procedures was implemented in March of 2022. This included adding two
additional quality control analysts. We anticipate the program ending spring of 2023 based on remaining
funds and current spend rate. For the next 4-6 months, monthly quality control reviews and training will
occur with supervisors and staff.

Contact Person: Lyle Ward, ERA Program Manager
Anticipated Correction Date: November 30, 2022

GOPB Overestimated Calculation for Revenue Loss Due to the Pandemic

State Agency: Governor’s Office of Planning and Budget
Federal Program: Coronavirus State and Local Fiscal Recovery Funds

Now that better financial data is available, GOPB will recalculate the total revenue lost. Differences between
the auditor’s revenue loss calculation and GOPB’s new revenue loss number will be reviewed using the
Treasury Department’s guidance. GOPB will again solicit input from experienced personnel from the Division
of Finance and institutions of higher education. GOPB will request clarification from the Treasury Department
on the treatment of unique revenue types that are not clearly addressed in the final rule and frequently asked
questions. Where possible, GOPB will utilize official fiscal year financial reports to verify the reasonableness
of calendar year revenue, which is not reported in official financial reports.

Before finalizing and reporting the updated revenue loss total, GOPB will share the calculation with the
Division of Finance for concurrence. The revised revenue loss calculation will be reported to the Treasury
Department in the next scheduled report due on April 30, 2023.

After finalizing the calendar year 2020 revenue loss calculation, GOPB will review SLFR budgets, obligations,
and expenditures to ensure they do not exceed the allowable amount that can be allocated for the reported
category of provision of government services. GOPB will revise budgets, project categories, compliance
policies and procedures, and reporting, as necessary.

Contact Person: Duncan Evans, Senior Managing Director of Budget and Operations, 801-538-1592
Anticipated Correction Date: April 30, 20232

Improper Controls and Monitoring of State and Local Fiscal Recovery Funds Activity
State Agency: Governor’s Office of Planning and Budget

Federal Program: Coronavirus State and Local Fiscal Recovery Funds

GOPB will work with all agencies managing SLFRF projects to verify that adequate internal controls have been
established to reduce the risk of errors and noncompliance. GOPB will provide a reference guide to agencies
to help them develop and implement proper controls over allowable activities and costs. GOPB will update its

177



2022-022.

2022-023.

2022-024.

State of Utah Single Audit
Corrective Action Plan

For the Year Ended June 30, 2022

policies and procedures to sample agency compliance, with a greater focus on agencies that have less
experience administering federal funds.

To correct the $15.00 of questioned costs made by the courts, GOPB will work with the courts to charge the
questoned amount to a different funding source.

Contact Person: Duncan Evans, Senior Managing Director of Budget and Operations,
801-538-1592
Anticipated Correction Date: April 30, 2023

Suspension and Debarment Not Verified Prior to Awarding Contracts

State Agency: Governor’s Office of Planning and Budget
Federal Program: Coronavirus State and Local Fiscal Recovery Funds

GOPB will review its September 2022 guidance on requirements for SLFRF agreements and reissue the
document to remind agencies of the need to perform timely suspension and debarment checks. GOPB will also
provide training to agencies and remind them to include a suspension and debarment clause in contract
agreements. GOPB will update the reference guide for agencies with standardized language about suspension
and debarment checks to be used in new agreements. GOPB will include this review in its regular monitoring
activities and sample contract agreements to verify inclusion of the appropriate contractual provisions.

Contact Person: Darcy Jaimez, Fiscal Grant Manager, 385-377-3373
Anticipated Correction Date: April 30, 2023

Improper Spending and Monitoring of Coronavirus Relief Fund Activity

State Agency: Governor’s Office of Planning and Budget
Federal Program: Coronavirus Relief Fund

GOPB will formally document eligibility for Thrive 125 grants and the state’s COVID-19 response dashboard
to prepare the state for future reviews by the Department of the Treasury. While closing out the CARES Act
CRF grant, GOPB will review expenses allocated for liability insurance to determine if any additional costs
should be adjusted to not be charged to the CRF or document if they are appropriately charged as direct costs.

Contact Person: Duncan Evans, Senior Managing Director of Budget and Operations, 801-538-1592
Anticipated Correction Date: April 10, 2023

Underlying Accounting Data Does Not Support Coronavirus Relief Fund Quarterly Reports

State Agency: Governor’s Office of Planning and Budget
Federal Program: Coronavirus Relief Fund

GOPB will continue to review its master CRF expenditure file and reconcile all reported CRF expenditures to
FINET transactions. The reconciliation will account for original expenditure transactions, CRF expenditures
that are booked when agencies are reimbursed for eligible transactions, and FEMA reimbursements for
expenditures charged to the CRF.
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Contact Person: Duncan Evans, Senior Managing Director of Budget and Operations, 801-538-1592
Anticipated Correction Date: April 10, 2023

CRF Subrecipient Single Audit Report Reviews Not Occurring

State Agency: Governor’s Office of Planning and Budget
Federal Program: Coronavirus Relief Fund

GOPB has updated its policies and procedures to ensure notification is given to all awarded subrecipients to
be compliant with 2 CFR 200.332(d) and the $750,000 annual spending threshold. GOPB will annually
perform a review of subrecipients and verify that entities likely exceeding the federal funds expenditure
threshold have completed and submitted a single audit report published on the Federal Audit Clearinghouse
website. Any entity needing a single audit that can not be located on the website will be notified of their lack
of compliance. Additionally, each year a sample of CRF subrecipients single audits will be reviewed for
noncompliance.

Contact Person: Duncan Evans, Senior Managing Director of Budget and Operations, 801-538-1592
Anticipated Correction Date: April 30, 2023

Go Utah Did Not Implement Internal Controls for Subrecipient Monitoring Requirements

State Agency: Go Utah
Federal Program: Coronavirus State and Local Fiscal Recovery Funds

a. “Gain an understanding of subrecipient requirements and establish internal controls to ensure
compliance with these requirements;”
In order to achieve a sufficient internal control environment, additional controls are needed at both
the agency and state levels. Therefore, the Economic Opportunity Office will work with the Governor’s
Office of Planning and Budget to create internal controls that, in addition to the ones already in place,
create an environment that ensures compliance with federal requirements.

b. “Communicate all required federal award information to sub-recipients.”
The Economic Opportunity Office will work with the Attorney General’s Office to include all required
federal award information with the sub-recipient’s granting contracts.

Contact Person: Kamron Dalton, Managing Director of Operations (COO), 801-538-8677
Anticipated Correction Date: July 1, 2023
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Various Federal Agencies:

2022-027. Working Capital Reserves in Excess of Federal Guidelines

State Agency: Department of Government Operations
Federal Program: Various

Division of Purchasing and General Services

Cooperative Contract Management - Public entities in Utah rely on the Division of Purchasing and General
Services (State Purchasing) to maintain the cooperative contract program to help with public procurement in
Utah. The usage of state cooperative contracts by public entities increased dramatically this past year resulting
in a corresponding increase in the collection of administrative fees. State Purchasing still continues to decrease
the administrative fees on state cooperative contracts as each contract expires and is rebid. This is a slow
process since State Purchasing has nearly 1,200 cooperative contracts that expire only every five years.
Although State Purchasing is allowed under law to collect up to a 1.0% administrative fee on each cooperative
contract, currently the average administrative fee is 0.38%. State Purchasing has also requested the Utah
Legislature to appropriate out a portion of the excess reserves in this fund in fiscal year 2023. The calculation
for the refund of the federal portion of this transfer out will be submitted to Cost Allocation Services for review
and approval when this transfer is complete.

Federal and State Surplus Property - Due to the completion of the new Utah State Prison, Surplus Property
anticipates relocating by the end of calendar year 2023. At that time, Federal and State Surplus will need to
use their working capital reserve funds for the costs of moving to and furnishing their new location. These
additional expenses should eliminate these excess reserves by December 2023.

Contact Person: Windy Aphayrath (waphayrath@utah.gov), Division Director, Division of Purchasing &
General Services
Anticipated Correction Date: December 30, 2023

Purchasing Cards - The Division of Finance (State Finance) is in the process of implementing a new travel and
expense reporting system for all State agencies to simplify travel approvals, travel reimbursements, and
reduce the administrative burden for the purchasing card (p-card) expense reports on State agency personnel.
To cover system implementation costs, State Finance elected not to distribute the rebates received from U.S.
Bank related to State agency p-card spending for calendar years 2021 and 2022. Rebates were still passed
through to participating entities external to the primary government. The anticipated completion date for the
system is the end of calendar year 2023. State Finance will review annually the costs of the system, develop a
cost allocation strategy between the Travel and P-Card programs, adjust travel rates to cover the travel
program’s ongoing costs, and distribute any remaining p-card rebates to State agencies respective to their
spend. This effort will reduce and/or eliminate excess federal reserves by the end of fiscal year 2024.

Contact Person: Allyson Branch (abranch@utah.gov), Manager of Accounting Operations, State Division of
Finance
Anticipated Correction Date: June 30, 2024

Division of Risk Management
Workers’ Compensation Fund & Property- We requested approval in the current legislative session to transfer

$2,000,000 out of the Workers Compensation Fund and into the Property Fund. We will submit the calculation
for the refund of the federal portion of this transfer to Cost Allocation Services for their review and approval
when this transfer is completed. Additionally, in FY 2023, the premiums charged for workers compensation
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have been reduced 26% from $0.61 per $100 to $0.45 per $100. The property commercial insurance market
and the Property Fund are experiencing enormous year-over-year premium increases. We have seen a
doubling of premiums in the last five years, from $14,000,000 to $28,000,000. Additionally, the budget
process requires that we project funding 1-2 years in advance before we can enact rate increases to pay the
excess insurance premiums that are due each fiscal year. As such, we deem it important to maintain a retained
earnings balance in the Property Fund to be able to sustain the Fund's ability to pay for increasing premiums.

Contact Person: Rachel Terry (rachelgterry@utah.gov), Division Director, Division of Risk Management
Anticipated Correction Date: June 30, 2023

Division of Technology Services
Print Services - DTS currently projects Print Services retained earnings will decrease by $181 thousand in

fiscal year 2023. The Print Services rate was set lower than the cost to provide this service in fiscal year 2024.
DTS plans to annually review and adjust rates and issue mid-year rebates, if necessary, to bring DTS Print
Services into compliance with federal excess reserve guidelines by the end of fiscal year 2024.

Communication Services - The fiscal year 2024 rate was set to under recover the cost of providing this service
by an additional $425 thousand. Because the reductions to retained earnings were smaller than expected in
fiscal year 2022 and are projected to be smaller than expected in fiscal year 2023, DTS will need an additional
year to address this excess. DTS plans to annually review and adjust rates and issue mid-year rebates, if
necessary, to bring DTS Communication Services into compliance with federal excess reserve guidelines by
the end of fiscal year 2025.

Network Services - DTS anticipates significant expenses to this product in fiscal year 2023 as DTS upgrades
the aging network infrastructure and as the demand for network services continues to increase (e.g. Agencies
are asking for increased bandwidth). Upgrades to the infrastructure have been more complex than originally
estimated, which has delayed the majority of this expense to fiscal year 2023. DTS projects the Network
Services retained earnings will decrease by nearly $1 million in fiscal year 2023. DTS plans to annually review
and adjust rates and issue mid-year rebates, if necessary, to bring DTS Network Services into compliance with
federal excess reserve guidelines by the end of fiscal year 2023.

Mainframe Services - This product will be coming to an end by fiscal year 2024. As the product ends, DTS will
issue a rebate to reduce retained earnings to the agencies using the system. DTS plans to issue a credit in fiscal
year 2023 which will bring Mainframe Services into compliance.

Contact Person: Dan Frei (dfrei@utah.gov), Finance Director, Division of Technology Services
Anticipated Correction Date: June 30, 2025

Division of Human Resource Management
Human Resources Core Services - The Division of Human Resource Management (DHRM) projects DHRM Core

Services expenses to increase in fiscal year 2023 and future years. The DHRM Core Services excess reserves
was the result of an error correction. In an effort to decrease these excess reserves, DHRM has not requested
a rate increase for DHRM Core Services, though we do anticipate costs to increase. We will continue to
annually review and adjust the DHRM Core Services rate and, if necessary, issue refunds or rebates to ensure
DHRM Core Services is in compliance with federal excess reserve guidelines by the end of fiscal year 2024.

Contact Person: Jake Hennessy (jakehennessy@utah.gov), Finance Director, Department of Government

Operations
Anticipated Correction Date: June 30, 2024
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2022-028. Working Capital Reserves in Excess of Federal Guidelines

State Agency: Public Employees Health Plan
Federal Program: Various

Long-term Disability

PEHP operates as a fully functioning third party-administrator for Long-term Disability benefits for the state
of Utah and other public entities in Utah. Consequently, the reserves that PEHP holds and administers for the
state of Utah do not relate to the payment of premium but the payment of ongoing, multi-year benefits for
plan participants. These are vested benefits that PEHP would be required to pay on behalf the state for plan
recipients, even if the program was discontinued and premiums were no longer collected. Because of this,
PEHP will return excess premiums identified by our outside actuary while also seeking to obtain a waiver
from the federal cost negotiator during 2023 to allow an increase in the number of days of working capital in
compliance with federal guidelines.

Medicare Supplement

PEHP operates as a fully functioning third party-administrator for Medicare Supplement and Part D benefits
for the state of Utah and other public entities in Utah. Consequently, the reserves that PEHP holds and
administers for the state of Utah do not relate to the payment of premium but the payment of ongoing benefits
for plan participants. During 2023, PEHP will seek to obtain a waiver from the federal cost negotiator to allow
an increase in the number of days of working capital in compliance with federal guidelines on three grounds.
First, the volatile nature of Part D pharmacy claims. Second, the relatively small dollar amount associated
with Medicare premiums that can create a higher level of potential volatility. Third, the relatively small
number of members covered by PEHP’s Medicare products that can also create a higher level of potential
volatility.

Contact Person: Rob Dolphin, CFO
Anticipated Completion Date: June 30, 2024
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SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For years prior to the year ended June 30, 2022
Status as of June 30, 2022

U.S. DEPARTMENT OF AGRICULTURE

2020- 2017 Finding: SNAP Benefit Issuance Reconciliation Differences Go Unresolved
004 (Department of Workforce Services)

Status:Implemented - Corrective Action Taken
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For years prior to the year ended June 30, 2022
Status as of June 30, 2022

U.S. DEPARTMENT OF EDUCATION

2019- 2019 Finding: Untimely and Inaccurate Enrollment Reporting (Southern Utah University)
007

Status: Implemented - corrective action taken
2020- 2020 Finding: Contract Addendum Noncompliant with Federal Procurement Regulations
005 (Snow College)

Status:Implemented - Corrective Action Taken
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For years prior to the year ended June 30, 2022
Status as of June 30, 2022
U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

2020- 2020 Finding: Use of Appropriate National Correct Coding Initiative (NCCI) Edit Files Not
008 Verified
(Department of Health and Human Services)

Status: Partially corrected. Repeated in the current fiscal year, see finding 2022-008.

Reasons for Recurrence:
The Division is working to resolve audit concern.

Partial Corrective Action Taken:
Division successfully created and tested comparison file.

Corrective Action Planned:
Division will continue to work to resolve audit concern and can discuss further with
auditors.

Contact Person: Shandi Adamson, Medicaid Operations, 801-793-7261
Anticipated Completion Date: October 2022

2020- 2017 Finding: LIHEAP Benefit Overpayments Due to Improper Eligibility Decisions
010 (Department of Workforce Services)

Status: Implemented - corrective action taken

2020- 2020 Finding: LIHEAP Reporting Errors and Untimely Submissions
011 (Department of Workforce Services)

Status:Implemented - Corrective Action Taken

2021- 2021 Finding: LIHEAP CARES Act and Supplemental Payments Did Not Align with Policy and
005 Award Terms (Department of Workforce Services)

Questioned Costs: $1,080,846 (2021 UTLIEA) and $1,461,846 (2021UTE5C3-CARES
Act).

Status: Implemented - Corrective Action Taken. The department has not received a
management decision regarding the questioned costs

2021- 2021 Finding: Errors and Untimely Submissions for FFATA Reporting in TANF and LIHEAP
006 Programs (Department of Workforce Services)

Status: Repeated in the current fiscal year, see finding 2022-013.
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U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Initial

Year Status of Findings and Questioned Costs

Finding

Reasons for Recurrence:

Corrective action was taken as noted in the department’s response to the prior year
finding; however, the corrective action was not fully implemented until the end of the
current fiscal year (June 30, 2022).

Partial Corrective Action Taken:

The department centralized the contracts teams and standardized contract processes
across the department. This centralization enabled the contracts team to create and
maintain a comprehensive contracts database which contains pertinent data elements
for each of the department’s contracts, including contract execution dates, FFATA
applicability, and whether applicable FFATA data has been reported on the FFATA
Subaward Reporting System (FSRS). The department also added certain fields in the
contracts database which are being utilized to record when FFATA data is received by
the contracts team from subrecipients and when the data is forwarded to finance
personnel for entry on FSRS. Capturing these additional data elements allows for the
generation of reports from the contracts database to identify any instances where
FFATA is applicable but data has not been obtained and/or reported. These
enhancements have improved the ability of finance personnel to reconcile FFATA data
collected by the contracts team to the data reported on FSRS.

Corrective Action Planned:

The tools described above are utilized to regularly review FFATA submissions to ensure
timeliness, accuracy, and completeness in reporting FFATA data. The corrective action
was fully implemented as of June 30, 2022.

Contact Person: Nathan Harrison, Finance Director, 801-526-9402
Anticipated Completion Date: June 30, 2022

2021- 2021 Finding: Internal Review Did Not Detect Errors in TANF ACF-209 Reports
007 (Department of Workforce Services)

Status: Not Corrected

Reasons for Recurrence:

The State Fiscal Year 2021 single audit management letter was issued to the department
on June 7, 2022 leaving little time for corrective action between the report date and the
end of the fiscal year.

Partial Corrective Action Taken:
Two of the items identified in ACF-209 Q1 test work were identified by the department
as a report coding issue and corrected as of June 15, 2021.
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U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

Corrective Action Planned:
On July 18, 2022 program staff received training and the program manger began a
second set of eyes review of the report prior to report submission. All data
discrepancies continue to be reviewed with MIS reporting staff to identify fixes and
correct coding errors.
Contact Person: Elizabeth Carver, Workforce Development Division Director, 801-514-
1017
Anticipated Completion Date: August 31, 2022
2021- 2020 Finding: Leave and Fringe Benefits Charged to Disproportionately to Federal Activities
008 (Department of Health and Human Services)
Questioned Costs: $8,406. The Department of Health and Human Services has not
received a management decision regarding the questioned costs.
Corrective Action Planned:
Implemented - corrective action taken.
2021- 2018 Finding: Subawards for SSBG & MHBG Not Included in FFATA Reports
009 (Department of Health and Human Services)
Status: Not corrected.
Corrective Action Planned:
The Department was not using correct information for the MHBG FAIN for FFATA. With
this correction, FFATA information is able to be entered for MHBG and will be entered
for SFY23 for MHBG. The anticipated correction date is still October 2022. The
identified SSBG award information has been reported for FFATA purposes. MHBG
reporting is contingent on the federal government. Follow-up has occurred to assist
with FFATA reporting.
Contact Person: Mark Meier, Financial Manager, 385-262-5105
Anticipated Completion Date: October 2022
2021- 2021 Finding: Incorrect Benefit Rate Calculation and Personnel Charges to PRF Program
010 (University of Utah)
Questioned Costs: $2,741,379.
Status: Implemented - corrective action taken. The department has not received a
management decision regarding the questioned costs.
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U.S. DEPARTMENT OF HEALTH AND HUMAN SERVICES

2021-011 | 2021 Finding: Overstatement of Expenditures in the PRF Report (University of Utah)

Status: Implemented - corrective action taken

2021-012 | 2021 Finding: Transactions Charged Twice to PRF Program (University of Utah)
Questioned Costs: $1,484

Status: Implemented - corrective action taken
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U.S. DEPARTMENT OF HOMELAND SECURITY

2021-013

2021

Finding: Absence of Monitoring Federal Funding Accountability and Transparency Act
(FFATA) Reporting Resulted in Noncompliance
(Department of Public Safety)

Status: Not corrected

Reasons for Recurrence:
The Division of Emergency Management’s Federal Grants SOP has not been finalized to
address controls for FFATA reporting.

Corrective Action Planned:

DPS/DEM plans to produce and implement an admin plan for federal awards to
encompass all federal awards managed by the division. This plan will include an SOP for
FFATA review and reporting. The Finance Manager will register for the FFATA
submissions website and be responsible for submitting FFATA information as outlined in
the upcoming Admin Plan. By implementing an SOP within our admin plan, we will
ensure a control is in place and that the process for monitoring and meeting the
requirement is clearly identified in perpetuity.

Contact Person: Tanner Patterson, Financial Manager, Department of Public Safety,
tpatterson@utah.gov
Anticipated Completion Date: June 30, 2023
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U.S. DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT

2020- 2020 Finding: Unallowable HOME Loan Write-Off and Other Improper Accounting Errors
016 (Department of Workforce Services)

Status:Implemented - Corrective Action Taken

2021-014 | 2021 Finding: HOME Subrecipient Monitoring Not Performed
(Department of Workforce Services)

Status:Implemented - corrective action taken

2021-015 | 2021 Finding: HOME Eligibility Determinations and Housing Quality Inspections Not
Performed
(Department of Workforce Services)

Status:Implemented - corrective action taken
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U.S. DEPARTMENT OF JUSTICE

2020- 2020 Finding: Oversight of Federal Programs Should Be Strengthened
018 (Commission on Criminal and Juvenile Justice)
Status: Partially Corrected
Reasons for Recurrence:
UOVC worked on various aspects of the findings. Due to employee turnover, lack of
understanding and lack of detailed monitoring this finding continued into 2022.
Partial Corrective Action Taken:
UOVC has been writing, implementing, and revising policies and procedures to
establish and maintain effective internal controls. Procedures have been established to
ensure compliance with Federal Statutes and Regulations with Grant Awards. UOVC
has implemented processes to monitor their internal compliance which includes
reviews and policies. UOVC worked with auditors to understand the audit findings to
take action which will reduce/eliminate repeat findings. UOVC hired an accountant in
June 2022 to provide additional oversight.
Corrective Action Planned:
UOVC will continue to write and revise policy to ensure compliance and improve
oversight of federal programs. UOVC management will meet to update the policy and
procedure manual with insight from new financial manager of federal grants.
Contact Person:
Gary Scheller, UOVC Director, 801-277-9375
Mark Petersen, UOVC Financial Manager II, 801-793-8264
Wendy Winder, UOVC Auditor III, 385-228-7825
Anticipated Completion Date: December 31, 2022
2020- 2018 Finding: UOVC Does Not Monitor Grant Expenditures to Ensure Spending in the
019 Proper Period (Commission on Criminal and Juvenile Justice)
Status: Partially Corrected
Reasons for Recurrence:
Still developing a process that will satisfy the desired outcome.
Partial Corrective Action Taken:
Program or activity codes are attached to each payment to identify federal or state
funding. This helps assign the payments to separate award years and we track to
ensure we don’t overspend or charge outside the grant period. Budgets are set up in
FINET per grant and subgrantees to enhance internal controls.
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U.S. DEPARTMENT OF JUSTICE

Corrective Action Planned:
Review current processes and revise as needed to produce desired outcome.

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Mark Petersen, UOVC Financial Manager II, 801-793-8264

Connie Wettlaufer, UOVC Admin Asst./Drawdown Specialist, 801-238-2371

Melanie Scarlet, UOVC Asst. Director, Reparations Program Manager, 801-238-2364
Anticipated Completion Date: June 30, 2023

2020- 2018

020 Finding: Crime Victim Reparations Determined and Paid without Independent

Review (Commission on Criminal and Juvenile Justice)

Status: Partially Corrected and is no longer considered to be a significant
deficiency.

Reasons for Recurrence:
Some prior actions were completed; however, the new database is still not live.

Partial Corrective Action Taken:

Review Procedures:

1. Monthly Reparation Leads will audit 10% of their team’s decisions. In
addition, they will also cross audit each other.

a. Run areport of decisions for the prior month and randomly select
10% to review.

b. Review decision against audit checklist.

c. Note that the claim was reviewed and the finding.

d. Any questionable finding should be staffed with the Program
Manager.

2. UOVC Accounting Technician reviews every payment against “audit
checklist” prior to entering payment into FINET. Accounting Technician
also reviews 10% of all payments for accuracy monthly.

Procedure for exceeding $25,000 on a claim:

1. The Claims Analyst must notify the Program Manager when a payment
is the first to exceed $25,000 on a claim.

2. The Program Manager will review to verify that the payment is in
compliance with Statute and Rule and that the claim is appropriately
documented.

3. The Program Manager will note the payment and claim have been
reviewed and whether the Claims Analyst may make the payment. This
review will only be for the first payment to exceed $25,000.

Corrective Action Planned:
These procedures will be updated when the new database is live. Some
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U.S. DEPARTMENT OF JUSTICE

things to come in the database will include:

1. A Dblock for payments exceeding $25,000 if the crime type listed
does not qualify for more than $25,000.

2. A box that will date and time stamp a claim with the name of the
person who reviewed a payment or approval decision.

3. The ability for UOVC to pull data to audit without relying on DTS.

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Mark Petersen, UOVC Financial Manager II, 801-793-8264

Melanie Scarlet, UOVC Asst. Director, Reparations Program Manager, 801-238-
2364

Anticipated Completion Date:

New Database — anticipated to be fully functioning by February 28, 2023.

2020- 2020 Finding: Administrative Expenditures Exceeded the Allowable 5% Threshold
021 (Commission on Criminal and Juvenile Justice)

Status:Implemented - corrective action taken

2020- 2018 Finding: Claims Management System Unable to Provide Accurate Performance Report
022 Data
(Commission on Criminal and Juvenile Justice)

Status: Partially Corrected

Reasons for Recurrence:
UOVC is still waiting on DTS to finish the new database.

Partial Corrective Action Taken:

UOVC applied for and received a federal grant to develop a new database to address
this finding and other internal issues. UOVC has committed additional funding as
needed for this project.

Corrective Action Planned:
UOVC continues to work with DTS and checks on the progress each month.

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Melanie Scarlet, UOVC Asst. Director, Reparations Program Manager, 801-238-2364
Mark Petersen, UOVC Financial Manager II, 801-793-8264

Anticipated Completion Date: February 28, 2023

194



State Of Uta h Single Audit Report

For the Year Ended June 30, 2022

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For years prior to the year ended June 30, 2022
Status as of June 30, 2022

U.S. DEPARTMENT OF JUSTICE

Finding

Initial
Year

Status of Findings and Questioned Costs

2020-
023

2019

Finding: Design of Subrecipient Monitoring Procedures Does Not Ensure Compliance
with Federal Regulations (Commission on Criminal and Juvenile Justice)

Status: Partially Corrected and is no longer considered to be a significant deficiency.

Reasons for Recurrence:
UOVC is still working on establishing adequate internal controls. A review process for
the UOVC auditor(s) that monitor subrecipients is not fully developed.

Partial Corrective Action Taken:

e Communication of Key Federal Award Information: Grant staff was trained on
relevant policy and procedure.

e Risk Assessment at Subrecipient Level: Updated the subrecipient risk
assessment as well as policies and procedures to determine the appropriate
monitoring for the subaward (including expanding the risk assessment policies
and procedures to identify the appropriate levels of monitoring for each risk
level).

e Desk and On-Site Reviews: Finalized and implemented some policies and
procedures regarding independent review of desk and on-site monitoring
efforts.

e Review of Subrecipient Single Audits: Finalized and implemented some policies
and procedures regarding review of subrecipient single audits to ensure review
of the single audit within the prescribed window.

e UOVC auditors have developed an Audit Review Checklist to document key
elements and results which is good but needs revised some.

Corrective Action Planned:

UOVC will continue to work on internal controls and view various policy and procedure
as it relates to subrecipient monitoring. UOVC will amend the Checklist and determine
how to document the review so the auditors know it is being monitored and to ensure
compliance with federal regulations.

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Tallie Viteri, UOVC Asst. Director, Assistance Grants Program Mgr., 801-297-2620
Mark Petersen, UOVC Financial Manager II, 801-793-8264

Wendy Winder, UOVC Auditor III, 385-228-7825

Anticipated Completion Date: June 30,2023

2020-
024

2017

Finding: Federal Cash Draws Calculated Using Employee-Prepared Spreadsheet
Instead of General Ledger (Commission on Criminal and Juvenile Justice)

Status: Partially Corrected and is no longer considered to be a significant deficiency.
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U.S. DEPARTMENT OF JUSTICE

Reasons for Recurrence:
UOVC used spreadsheets as a tool for their work. The spreadsheets were not reconciled
with FINET to ensure the data was accurate.

Partial Corrective Action Taken:

FINET reports are run for each Grant - Federal cash draw. The reports are reconciled
using spreadsheets to verify accuracy and ensure data is correct. FINET Reports are
reviewed for allowability of expenditures by grant managers and approved if they are
accurate. The Financial Manager provides a second review of the FINET records. Those
approved amounts are sent to a staff member to “Draw” the specified amount from the
specified grant. The Finance Manager reviews FINET for Receivables and Cash Receipts
to verify draw amounts post correctly.

Corrective Action Planned:

UOVC will work on a more consistent schedule for pulling reports and initiating the
draw requests. UOVC will update and revise the policy and procedures manual to help
ensure compliance.

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Tallie Viteri, UOVC Asst. Director, Assistance Grants Program Mgr., 801-297-2620
Mark Petersen, UOVC Financial Manager II, 801-793-8264

Connie Wettlaufer, UOVC Admin Asst./Drawdown Specialist, 801-238-2371
Anticipated Completion Date: December 31,2022

2020-
025

2017

Finding: Subrecipient-Reported Information Not Adequately Verified
(Commission on Criminal and Juvenile Justice)

Status: Partially Corrected

Reasons for Recurrence:
The guidance and recommendations from the state and federal entities are in conflict
with one another.

Partial Corrective Action Taken:

UOVC has received extensive consultation from the federal funding entity regarding
this finding and has provided draft policy and procedures to the federal funding entity
for their review. The federal funding entity has provided written guidance and
acceptance of UOVC’s policies and procedures regarding this finding.

Corrective Action Planned:
UOVC will continue to work to resolve differences between the state and federal
entities.
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U.S. DEPARTMENT OF JUSTICE

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Tallie Viteri, UOVC Asst. Director, Assistance Grants Program Mgr., 801-297-2620
Mark Petersen, UOVC Financial Manager II, 801-793-8264

Anticipated Completion Date: June 30, 2023

2020- 2020 Finding: Grant Expenditures Recorded Outside the Allowable Spending Period
026 (Commission on Criminal and Juvenile Justice)
Status:Implemented - corrective action taken
2020- 2020 Finding: Quarterly Financial Report Did Not Agree to Accounting System
027 (Commission on Criminal and Juvenile Justice)

Status: Partially corrected—repeat finding in current fiscal year, see finding 2022-017.

Reasons for Recurrence:
The standalone spreadsheet was still used to prepare SF-425 reports as it contained
other information not stored or recorded in FINET.

Partial Corrective Action Taken:

The standalone spreadsheet is kept on the state servers in a shared directory. FINET
data is reconciled to a spreadsheet as a tool to ensure accuracy. UOVC tracks and
reports sub-recipient match from UOVC’s Utah Grant Management System, since that is
where sub-recipient match data is recorded. However, to further ensure the accuracy
of recording and reporting of recipient match on line 10j for the federal financial
report, the information is reconciled and verified that sub recipient match is properly
recorded in the Utah Grants Management system. Any and all information reported in
and available in FINET shall be used in the completion of all financial records.

Corrective Action Planned:

UOVC will review the SF-425 report and ensure all data available from FINET is used in
preparation of that report. Data not available or obtainable from FINET that is required
on the SF-425 will be computed from reconciled FINET data and the Grant Management
System.

Contact Person:

Gary Scheller, UOVC Director, 801-227-9375

Mark Petersen, UOVC Financial Manager II, 801-793-8264

Tallie Viteri, UOVC Asst. Director, Assistance Grants Program Mgr., 801-297-2620
Anticipated Completion Date: January 31, 2023
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U.S. DEPARTMENT OF LABOR

2020-028 2020 Finding: Mandatory Benefit Overpayment Detection Matches Not Performed for
Pandemic Unemployment Assistance
(Department of Workforce Services)
Status: Implemented - corrective action taken

2020-029 2020 Finding: Incorrect Calculation of Pandemic Unemployment Assistance Benefits Results

in Overpayment
(Department of Workforce Services)

Status: Implemented - corrective action taken
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2021-004 2021 Finding: GOPB’s Oversight of Federal Pandemic Programs Should Be Strengthened
(Governor’s Office of Planning and Budget)
Status: Implemented - corrective action was taken

2021-016 2021 Finding: Missing Documentation for Emergency Rental Assistance Payments

(Department of Workforce Services)
Questioned Costs: $1,000.
Status: Repeated in the current fiscal year, see finding 2022-019

Reasons for Recurrence:

Corrective action was taken as noted in the department’s response to the prior year
finding; however, the current year audit has found similar errors. Part of the prior year
corrective action plan was to move application processing from local agency partners to
DWS. This gave the department greater control over hiring, training and work flow, but
also created the need to train and develop new staff. As newer staff continue to receive
training and support, we expect that errors will decrease.

Partial Corrective Action Taken:

As noted above, processing of ERA tenant applications was moved from local agency
partners to DWS as of January 1, 2022. This provided the department with greater
control over the hiring, training, and the work flow of processing applications.
Significant system enhancements have also been made to the ERA online portal.
Additionally, a more robust quality control check of processed applications has been
created. Five quality control auditors have been trained and follow a checklist to ensure
accuracy of approvals and denials. Part of the quality control checklist is to provide
accuracy reports on a monthly basis to identify trends of the ERA processors and address
any concerns in a timely manner.

Corrective Action Planned:

The department will continue to provide training and support to ERA workers. The
quality control team will continue to review applications and provide timely
communication to workers of items that need correction. This process is intended to
ensure that applications are processed correctly and develop worker knowledge and
skills.

Contact Person: Mike Murdock, Program Manager, 801-702-9137
Anticipated Completion Date: July 1, 2022
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2021-017 2021 Finding: GOPB’s Oversight of Federal Pandemic Programs Should Be Strengthened
(Governor’s Office of Planning and Budget)
Status: Implemented - corrective action was taken.

2021-018 2021 Finding: State Coronavirus Relief Fund Monitoring Activities Not Occurring (Governor’s
Office of Planning and Budget)
Questioned Costs: $16,998,600
Status: Partially corrected.
Reasons for Recurrence: Not implemented the majority of the fiscal year due to the
timing of the completion of the 2020 and 2021 single audits. Corrective action
implemented June 30, 2022.
Partial Corrective Action Taken: Corrective action fully implemented June 30, 2022.
Corrective Action Planned: Corrective action fully implemented June 30, 2022.
Contact Person: Duncan Evans, Managing Director of Budget & Operations, 801-538-
1592
Anticipated Completion Date: June 30, 2022

2021-019 2021 Finding: Improper Spending and Monitoring of Coronavirus Relief Fund Activity by

GOPB and UETN (Governor’s Office of Planning and Budget)
Questioned Costs: $676,604
Status: Partially corrected—repeat finding in current fiscal year, see finding 2022-023

Reasons for Recurrence:
This audit finding was not issued until July 2022, which did not leave enough time to
completely implement the corrective action planned before June 30, 2022.

Partial Corrective Action Taken:
While the 2022 audit was ongoing, GOPB’s Fiscal Grant Manager had already begun a
review of UETN’s documents for the questioned costs.

Corrective Action Planned:

GOPB’s Fiscal Grant Manager will work with UETN to document that all questioned costs
meet eligibility requirements as defined in the final CRF guidance. This documentation
will prepare the state for any potential future reviews by the Department of the
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. Initial . .
Finding Year Status of Findings and Questioned Costs
Treasury. Any costs that GOPB determines to be ineligible after following its review
process will be subject to GOPB’s remedies for non-compliance.
Contact Person: Duncan Evans, Managing Director of Budget & Operations, 801-538-
1592
Anticipated Completion Date: September 30, 2022
2021-020 2021 Finding: Underlying Accounting Data Does Not Support Coronavirus Relief Fund
Quarterly Reports(Governor’s Office of Planning and Budget)
Status: Partially corrected—repeat finding in current fiscal year, see finding 2022-024
Reasons for Recurrence:
This audit finding was not issued until July 2022, which did not leave enough time to
completely implement the corrective action planned before June 30, 2022.
Partial Corrective Action Taken:
Starting in October 2021, GOPB began reconciling CRF expenditures reported and CRF
expenditures reimbursed. Due to the complexity of identifying and reporting
adjustments for FEMA reimbursements and limited staff availability for this project, a
full reconciliation of the CRF expenditures was not completed prior to June 30, 2022.
Corrective Action Planned:
GOPB will report all CRF expenditures to the Department of the Treasury by September
30, 2022 and close out the grant by December 31, 2022. GOPB will compile a master CRF
expenditure file and reconcile all reported CRF expenditures to FINET transactions. The
reconciliation will account for original expenditure transactions, CRF expenditures that
are booked when agencies are reimbursed for eligible transactions, and FEMA
reimbursements for expenditures that were charged to the CRF at some point.
Contact Person: Duncan Evans, Managing Director of Budget & Operations, 801-538-
1592
Anticipated Completion Date: September 30, 2022
2021-021 2021 Finding: Inconsistent Policies and Controls Cause Awarding of Unallowable ARPA
Business Catalyst Grants (Governor’s Office of Planning and Budget)
Questioned Costs: $89,435
Status: Partially corrected
Reasons for Recurrence:
This audit finding was not issued until July 2022, which did not leave enough time to
completely implement the corrective action planned before June 30, 2022.
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Partial Corrective Action Taken:
GOPB worked with Go Utah to identify the issue leading to the finding and questioned
costs and discussed how to refine its process for the future.

Corrective Action Planned:

Go Utah will continue to: (1) refine procedure documents, (2) train its staff, and (3)
conduct internal reviews in order to achieve a higher rate of accuracy of the program
requirements set by Go Utah.

GOPB will provide additional guidance to Go Utah and other agencies managing APRA
funds to ensure they have sufficient internal controls, policies, and procedures in place.

GOPB will follow its written policies and procedures, which establishes oversight of
state agencies’ expenditure and compliance practices of ARPA funds.

Contact Person: Duncan Evans, Managing Director of Budget & Operations, 801-538-

1592
Anticipated Completion Date: September 30, 2022

2021-022 2021 Finding: Go Utah Did Not Verify Suspension and Debarment for Small Business Grants
(Governor’s Office of Planning and Budget)

Status: Partially corrected—repeat finding in current fiscal year, see finding 2022-022

Reasons for Recurrence:
This audit finding was not issued until July 2022, which did not leave enough time to
completely implement the corrective action planned before June 30, 2022.

Partial Corrective Action Taken:

Prior to the release of these audit findings, Go Utah checked all small business catalyst
grant recipients against the suspension and debarment list. Based on that search, none
of the small businesses are suspended or disbarred.

Corrective Action Planned:

In May 2022, Go Utah checked all small business catalyst grant recipients against the
suspension and debarment list. Based on that search none of the small businesses are
suspended or disbarred.

Go Utah will check the federal debarment list for potential disqualification of grantees
prior to disbursement of funds for future federal grant programs.
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GOPB will continue sending out supplemental compliance, reporting, and tracking
information to state agencies when necessary, including a reminder that agencies are
required to review each recipient of ARPA funds for suspension and debarment.

GOPB will monitor the policies and procedures that agencies have in place as they
distribute funding to subrecipients and beneficiaries.

Contact Person: Duncan Evans, Managing Director of Budget & Operations, 801-538-
1592
Anticipated Completion Date: September 30, 2022

2020-031 2020 Finding: Weaknesses in Monitoring of Local Governments’ Coronavirus Relief Fund
Activity
(Governor’s Office of Planning and Budget)

Questioned Costs: $14,415,392

Status: Implemented - corrective action was taken. The department has not received a
management decision regarding the questioned costs.

2020-032 2020 Finding: Weaknesses in Monitoring of Local Governments’ Coronavirus Relief Fund
Activity
(Governor’s Office of Planning and Budget)

Questioned Costs: $14,800

Status: Implemented - corrective action was taken. The department has not received a
management decision regarding the questioned costs.
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2020-033 2020 Finding: Inadequate Controls Over and Noncompliance with Subrecipient Monitoring
Requirements (Department of Environmental Quality)

Status: Implemented - corrective action taken

2020-034 2020 Finding: Lack of Control Over Suspension and Debarment (Department of
Environmental Quality)

Status: Implemented - corrective action taken

2020-035 2020 Finding: Incorrect Sub-Recipient and Contractor (Department of Environmental
Quality)

Status: Implemented - corrective action taken

2021-023 2021 Finding: Indirect Cost Transfer Report Not Reviewed
(Department of Environmental Quality)

Status: Implemented - corrective action taken

2021-024 2021 Finding: Improper Treatment and Allocation of Direct Costs (Department of
Environmental Quality)

Questioned Costs: $32,888

Status: Implemented - corrective action taken. The department has not received a
management decision regarding the questioned costs.

204



State Of Uta h Single Audit Report

For the Year Ended June 30, 2022

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS

For years prior to the year ended June 30, 2022
Status as of June 30, 2022

GENERAL FINDINGS

2019-002 2019 Finding: Lack of Separation of Duties within HRIS (Department of Government

Operations - Division of Human Resource Management)

Status: Implemented - corrective action taken.

2019-027 2019 Finding: Errors in Random Moment Time Strike (RMTS) Study
(Department of Workforce Services)

Status:Implemented - Corrective Action Taken

2020-003, 2020 Finding: Oversight of Federal Programs Administered in the HCD and ASD Divisions
2020-040 Should be Strengthened
(Department of Workforce Services)

Status:Implemented - Corrective Action Taken

2020-041 2020 Finding: Cost Allocation Plan Implementation Errors
(Department of Workforce Services)

Status:Implemented - Corrective Action Taken

2021-001 2020 Finding: Errors in Preparation Process in Financial Reporting
(Department of Government Operations)

Status: Partially Corrected - repeated in current fiscal year, see finding 2022-002

Reasons for Recurrence:
Change in UDOT accounting staff who prepare schedules relied upon for ACFR
preparation and a change in recording and reporting pooled cash and investments.

Partial Corrective Action Taken:

Processes and training related to the Annual Comprehensive Financial Report have
been updated and are being implemented during the preparation of the Fiscal Year
2022 report.

Corrective Action Planned:

The Division of Finance continues to work to identify training opportunities for
statewide accounting staff and review financial reporting procedures to insure they
meet the current reporting requirements, circumstances, and deadlines. State finance
staff will review in more detail all schedules prepared by other agencies and relied
upon for ACFR preparation.
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Contact Person: Patricia Nelson, Assistant State Comptroller, State Division of
Finance, patriciarnelson@utah.gov
Anticipated Completion Date: June 30, 2023
2021-002 2021 Finding: Improper Capitalization and Transfer of Assets
(Department of Government Operations)
Status: Partially Corrected - repeated in current fiscal year related to UDOT, see finding
2022-001
Reasons for Recurrence:
Change in UDOT accounting staff who prepare schedules relied upon for ACFR
preparation.
Partial Corrective Action Taken:
State Finance staff reviewed in detail capitalization schedules prepared by DFCM.
Corrective Action Planned:
The Division of Finance continues to work to identify training opportunities for
statewide accounting staff and review financial reporting procedures to insure they
meet the current reporting requirements, circumstances, and deadlines. State finance
staff will review in more detail all schedules prepared by other agencies and relied upon
for ACFR preparation.
Contact Person: Patricia Nelson, Assistant State Comptroller, State Division of Finance,
patriciarnelson@utah.gov
Anticipated Completion Date: June 30, 2023
2021-003 2020 Finding: Multiple Corrections Required to Accurately Report Schedule of Expenditures of
Federal Awards and Summary Schedule of Prior Year Audit Findings
(Department of Government Operations)
Status:Implemented - corrective action taken
2021-025 2011 Finding: Working Capital Reserves in Excess of Federal Guidelines
(Department of Government Operations)
Questioned Costs: Undeterminable
Division of Purchasing and General Services
Status:
e Cooperative Contract Management - Partially Corrected
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e Federal Surplus Property — Not Corrected
e State Surplus Property - Not Corrected
e Print Services - Implemented - Corrective Action Taken

Reasons for Recurrence:

Cooperative Contract Management - Public entities in Utah rely on the Division of
Purchasing and General Services (State Purchasing) to maintain the cooperative
contract program to help with public procurement in Utah. The usage of state
cooperative contracts by public entities increased dramatically this past year
resulting in a corresponding increase in the collection of administrative fees. State
Purchasing still continues to decrease the administrative fees on state cooperative
contracts as each contract expires and is rebid. This is a slow process since State
Purchasing has nearly 1,200 cooperative contracts that expire only every five years
and are then rebid. Although State Purchasing is allowed under law to collect up to a
1.0% administrative fee on each cooperative contract, currently, the average
administrative fee is 0.43 %.

Federal and State Surplus Property - Surplus Property anticipates relocating by the
end of fiscal year 2023 with the completion of the new Utah State Prison. At that
time, Federal and State Surplus will use excess reserve funds to move and furnish
the new location.

Partial Corrective Action Taken:

Cooperative Contract Management - State Purchasing is working on requesting the
Utah Legislature to appropriate out a portion of excess reserves in the Cooperative
Contract Management fund in fiscal year 2023. The calculation of the federal portion
of this transfer out will be submitted to Cost Allocation Services for review and
approval when this transfer is complete.

Corrective Action Planned:
Planned corrective action is described in the current year’s Corrective Action Plan in
finding 2022-027.

Contact Persons:
Windy Aphayrath, Director of Purchasing & General Services, waphayrath@utah.gov
Anticipated Completion Date: June 30, 2023

Division of Risk Management

Status: Workers Compensation Fund - Partially Corrected

Reasons for Recurrence:
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The insurance premiums the Division of Risk Management (Division) paid to their
workers compensation insurance provider decreased below expected levels.

Partial Corrective Action Taken:
The Division has requested legislative approval for a $2.5 million transfer out of the
Workers Compensation Fund in fiscal year 2023 or 2024.

Corrective Action Planned:
Planned corrective action is described in the current year’s Corrective Action Plan in
finding 2022-027.

Contact Person: Brian Nelson, Director, Division of Risk Management,

benelson@utah.gov
Anticipated Completion Date: June 30, 2023

Division of Technology Services

Status:
e Network Services - Partially Corrected
e Printing Services - Partially Corrected
e Communication Services - Partially Corrected

Reasons for Recurrence:

Network Services — Expenses for this service increased from the prior year and this
service recorded a net loss, which reduced retained earnings and the excess reserve.
This reduction, however, was not large enough to bring this service into compliance.

Printing Services - Revenues for this service decreased from the prior year and this
service recorded a net loss, which reduced retained earnings and the excess reserve.
This reduction, however, was not large enough to bring this service into compliance.

Communication Services - Revenues, expenses, and net income for this service all
decreased from the prior year. These reductions, however, were not large enough to
bring this service into compliance.

Partial Corrective Action Taken:

Network Services — The partial corrective actions were taken by the Division of
Technology Services (DTS) during the fiscal years 2022, 2023, and 2024 rate setting
process. DTS set rates for Network Services lower than the estimated costs to
provide the service in both fiscal year 2022 and 2023. Network Services retained
earnings was reduced by $283 thousand in fiscal year 2022 and DTS projects
Network Services retained earnings will decrease by nearly $1 million in fiscal year
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2023.

Printing Services - DTS has moved their print operations center from Salt Lake City
to Taylorsville City. The costs associated with this move included the purchase of
two new printers and the addition of two temporary staff. These additional costs
helped reduce the retained earnings for this service. In addition, DTS set the print
rate to under recover in fiscal year 2022. This reduced Printing Services retained
earnings by $57 thousand. The print rate was also set lower than the estimated costs
to provide the service in fiscal year 2023. DTS currently projects Print Services
retained earnings will decrease by $181 thousand in fiscal year 2023.

Communication Services - DTS set the rates in Communications Services to under
recover in both fiscal year 2022 and fiscal year 2023 in an effort to reduce excess
reserves. This service, however, realized savings mainly in long distance services
during fiscal year 2022 that partially offset this anticipated reduction. The fiscal
year 2024 rate was set to under recover the cost of providing this service by an
additional $425 thousand.

Corrective Action Planned:
Planned corrective action is described in the current year’s Corrective Action Plan in
finding 2022-027.

Contact Person: Dan Frei, Finance Director, Division of Technology Services,
dfrei@utah.gov
Anticipated Completion Date: June 30, 2025

2021-026 2011 Finding: Working Capital Reserves in Excess of Federal Guidelines
(Public Employees Health Plans)

Questioned Costs: Undeterminable

Status:

State Medical - Implemented - Corrective Action Taken
State Dental - Implemented - Corrective Action Taken
Long-term Disability - Not Corrected

Medicare Supplement - Not Corrected

Reasons for Recurrence:

Long-term Disability

Projecting claims for this program is difficult due to the many unknown risks associated
with administering this program. Thus far, the COVID-19 pandemic did not cause a
significant increase in new long-term disability claimants and therefore reserves
continued to exceed the federally allowed amounts. Projecting claims is also challenging
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due to the duration of disability can vary from person to person and advances in medical
technology and treatment options can result in individuals returning to work sooner
than expected. Factors such as demographics, lifestyle, and occupation also play a role in
the long-term disability claim experience. Additionally, the number and duration of
disability claims can be affected by factors such as the overall health of the population,
changes in employment, and labor market conditions. PEHP will continue to study the
long-term disability program and the nature of projected claims.

Medicare Supplement
Projecting claims for this program is difficult due to the many unknown risks associated

with administering this program. This program is for people age 65 and older. Setting
premium rates and projecting Medicare Supplement health care claims involves
forecasting a wide range of costs, such as hospital and physician, prescription drugs, and
durable medical equipment. Thus far, the COVID-19 pandemic did not increase claim
expenses enough to reduce excess reserves below the federal allowed amount of 60
days. PEHP offers a Medicare Part D plan as part of the Medicare Supplement program
that provides coverage for a wide range of prescription drugs. Demand and utilization of
pharmacy benefits can fluctuate significantly in the Part D program and due to some
drop in demand and price of some specialty drugs have caused the increase in reserves
within the program. An aging population and advances in medical treatments may lead
to an increase in the number of seniors requiring more complex and costly care, but also
changes in health care policies, regulation, and reimbursements, and pharmacy costs can
also have an impact to reduce health care costs.

Corrective Action Planned:

Planned corrective action is described in the current year’s Corrective Action Plan in
finding 2022-028.

Contact Person: Rob Dolphin, PEHP Chief Financial Officer, Rob.Dolphin@urs.org
Anticipated Completion Date: June 30, 2025
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