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 The Impact Fee Act was changed in the 2006 General Session to 
require more detail in accounting for impact fee revenue in Utah local 
governments’ annual financial reports.  Local governments are also 
required to have an analysis justifying any impact fees they wish to 
charge.  In a survey of six Utah cities to determine compliance with 
the new requirements, we found that cities track all of the required 
accounting data but are not always including it in their annual reports.  
Cities explained that they are unclear on both what information should 
be included and how to include it in their annual financial reports.  An 
examination of all Utah cities showed that many do not include all the 
required impact fee information.  The State Auditor’s Office (SAO)—
who collects the reports and has the duty to assist cities in their 
reporting responsibilities—plans to provide more training to cities in 
the coming months.  Legislators requested this audit in order to 
review compliance with the 2006 laws requiring increased impact fee 
reporting and accountability to prevent impact fee misuse. 
 
 We found no evidence that the survey cities have been 
inappropriately using impact fees to subsidize their budgets, which 
was a concern for the audit requestors.  All cities maintain impact fee 
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ledgers indicating funds were expended in a timely fashion and for 
approved projects.  Despite recent enactments and attempts by some 
cities to raise property taxes, we did not find this to be a symptom of 
past impact fee misuse.  City budgets have been impacted by the 
recent downturn in the economy and the subsequent drop in cities’ 
growth.  In particular, the drop in development-related fees, such as 
building permit and subdivision fees, has hurt cities’ total general fund 
amounts. 
 
 

Impact Fee Requirements 
Changed in 2006 

  
 Requirements for the tracking of impact fees were changed by the 
passage of Senate Bill 267 during the 2006 Legislative Session.  
Among other changes, this bill modified the requirements of both the 
annual financial report and the impact fee analyses.  Figure 1 lists the 
new annual financial report requirements. 
 
 
Figure 1.  S.B. 267 Requires Increased Accounting Detail for Impact 
Fees.  Four accounting requirements were added to Utah Code 10-6-
150. 
 
Each annual financial report shall identify impact fee funds by: 
1. The year in which they were received. 
2. The project from which the funds were collected. 
3. The capital projects for which the funds are budgeted. 
4. The projected schedule for expenditure. 

 
These requirements were intended to make the charging of impact fees 
more traceable, partially in response to legislators’ question and 
concerns of whether: 
 

• Governmental entities required developers to pay more than 
what is allowed by the impact fees act 

• Impact fees had been used to subsidize general funds 
• Impact fees had been charged equitably 

 
This audit was requested to address some of these concerns. 
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 In addition to the accounting requirements, cities have been 
required to perform an impact fee analysis for each separate fee 
charged, even before S.B. 267.  We looked for the presence of the 
financial aspects of the analysis elements mandated by Utah Code, 
listed in Figure 2. 
 
 
Figure 2.  Utah Code 11-36-201 Requires Impact Fee Analyses to 
Contain Detail on the Formation of Impact Fees.  This audit looked for 
the presence of the following three requirements. 
 
The written analysis of each fee must: 
1. Demonstrate how the impacts are reasonably related to 

development. 
2. Estimate the proportionate share of the costs of the impacts that 

are reasonably related to new development. 
3. Identify how the impact fee was calculated. 

 
These requirements, along with those listed in Figure 1, are intended 
to address legislator concerns listed on page two.  We did not examine 
the analyses to determine whether these requirements were adequate; 
we only examined the analyses to determine whether the requirements 
were included as part of the analysis because a more detailed 
examination was beyond the scope of the audit. 
 
 Cities have been able to respond quickly to our request for 
information.  This is in contrast with the audit started in 2005, where 
many cities took weeks to provide the information if they were able to 
provide it at all.  The cities selected for our limited survey were, on the 
whole, able to provide the impact fee information within two weeks 
with only a few delays.  This is a vast improvement. 
 
 

Cities Track Required Data  
But Do Not Report as Required 

 
 All of the six survey cities listed in Figure 3 were able to produce 
the mandated accounting data, but all the required data was not 
always included in their financial reports.  In a separate review of the 
annual financial reports of all Utah cities, we found that most do not 
include all the required data.  Very few Utah cities include the sources 
of the impact fee revenue in their reports (the second requirement in 
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Figure 1).  The cities need further guidance on what information is to 
be included and how it is to be included.  Utah Code gives the State 
Auditor the responsibility to train cities on the reporting 
requirements.  The SAO is in the process of developing additional 
training on the impact fee requirements 
 
Survey Cities Could Show Impact Fee  
Data But Did Not Include It All in Report 
 
 The cities selected for our limited survey were all able to provide us 
with the required financial information shown in Figure 1.  While the 
survey cities have all of the information collected and available, some 
of the required data is not included in the annual financial report.  
Specifically, none of the survey cities’ annual reports include 
information regarding the projects from which the revenues were 
collected. 
 
 The cities included in this survey were selected based on three 
factors: high growth in the past two years, a suggestion by audit 
requestors to include specific cities, and inclusion of the city in the 
previous audit.  Because of the constricted time schedule of this audit, 
we only looked at cities, as counties were more time consuming in the 
2005 audit.  The cities selected for the survey were Bluffdale, Eagle 
Mountain, Herriman, Riverton, Saratoga Springs, and West Jordan. 
 
 Figure 3 demonstrates the selected cities’ level of compliance with 
the annual financial reporting requirements for impact fees. 
 
Figure 3.  The Survey Cities Complied with Three of the Four 
Reporting Requirements.  None of the cities reported their impact fee 
revenue by the project from which the funds were collected, but all cities 
were able to provide this information. 
 

City 
Date 

Collected 

Project 
From 

Collected 

Project 
For 

Budgeted 
Expenditure 

Schedule 
Bluffdale Yes No  No  No 
Eagle Mountain*  No No  No  No 
Herriman Yes No Yes Yes 
Riverton Yes No Yes Yes 
Saratoga Springs Yes No Yes  No 
West Jordan Yes No Yes Yes 
*Eagle Mountain did not include an impact fees section in their annual report, but the data was 
collected. 

Cities were selected 
based on growth, 
specific request, and   
inclusion in the 
previous audit. 
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 Although none of these cities reported in their annual financial 
reports their impact fee revenue by the projects from which the funds 
were collected, they were all able to provide us with this information.  
Some survey cities stated that they did not include this revenue source 
information either because they did not understand that it was 
supposed to be in the report, or because they did not know how to 
summarize it in reportable form. 
 
Survey of All Utah Cities Shows Many 
Do Not Report All Required Data 
 
 Based on our review of annual financial reports provided by the 
SAO, only 6 of 147 Utah cities included impact fee revenue sources in 
their annual financial reports.  Also, 31 cities provided no impact fee 
information in their annual financial reports.  Based on the results for 
the survey cities, this financial data may be available for these cities.  
Figure 4 shows the number of cities that did and did not comply with 
the requirements. 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

31 Utah cities 
provided no impact 
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Figure 4.  Utah Cities Do Not Comply with Some Annual Financial 
Report Requirements Regarding Impact Fees.  Most of the 116 cities 
that provided impact fee information (147 minus 31 with no impact fee 
information) identify the impact fee funds by the year the fee was 
collected, but results were mixed in the other categories. 
 

 
 
Some survey cities appear to report the revenue source not by the 
individual project source (subdivision of origin), but by the impact fee 
area source (roads, parks, etc.), which was likely not the intent of the 
legislation.  The sample cities’ ability to provide the revenue source 
indicates that cities may be able to demonstrate the source; they are 
just not reporting it. 
 
 In every category but revenue source, a majority of all Utah cities 
included the required information.  Despite this, the relatively slim 
majority of cities complying with the requirements for use of the 
impact fees indicates a need for further training, and perhaps 
enforcement of, these requirements. 
 
 There are some cities that include all required elements in the 
impact fee sections of their annual financial reports, such as Layton 
and South Jordan.  The impact fee sections of these reports are 
included in the appendix of this report. 

60% 

40% 
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Cities Have Requested Guidance 
 On Reporting Requirements 

 
 The SAO stated that they have granted cities the flexibility to 
experiment with different formats for the required disclosures for the 
first two reporting cycles after the 2006 changes.  The State Auditor’s 
Office has been analyzing the various formats used and plans to 
provide additional training to cities on how they can improve their 
impact fee disclosures.  The SAO will also provide additional training 
to the independent CPAs who are responsible for ensuring the 
inclusion of all reporting elements on what is expected. 
 
The SAO Is Developing Impact Fee  
Report Training for Cities 
 
 Utah Code 10-6-154(1) requires the SAO to train cities on what 
information is to be included in the annual financial reports; the SAO 
should also ensure that this information is actually included in the 
reports.  Figure 5 explains the duties of the State Auditor in relation to 
municipalities. 
 
Figure 5.  Utah Code 10-6-154(1) Requires the State Auditor to Set 
Standards for Municipal Reporting.  The auditors are also required to 
provide budgeting and reporting forms. 
 

 The State Auditor shall: 
a) Prescribe uniform accounting and reporting procedures for cities. 
b) Conduct a continuing review and modification of such procedures 

to improve them. 
c) Prepare and supply each city with suitable budget and reporting 

forms. 
d) Prepare instructional materials, conduct training programs, and 

render other services deemed necessary to assist cities in 
implementing the uniform accounting, budgeting, and reporting 
procedures. 

 
 As mentioned, the legislation requiring the new impact fee 
accounting reporting was passed in 2006.  The SAO decided that due 
to varied reactions to how the reporting was to be done, they would 
give cities time to develop their own methods. 
 
 However, it is clear that some confusion exists among cities.  Some 
cities believe that including the impact fee area for which the monies 
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were collected (storm drain, park, etc.) satisfies the revenue source 
requirement.  This was most likely not the intention of the legislation 
and requires clarification.  In addition, some of the information, 
namely the source of the revenue, is difficult for cities to summarize, 
and they would like instruction on how this is to be done. 
 
 The SAO stated that the test period has now passed, and they are 
prepared to provide additional training and clarification on the 
required reporting elements. 
 
Independent Auditors Are to Ensure  
Inclusion of All Requirements  
 
 The SAO is also responsible for collecting the cities’ reports and 
filing them as public documents.  The SAO stated that they collect the 
annual reports and post them on their website, and ensure the cities 
include an impact fee disclosure.  Their review of the 2006 and 2007 
annual reports did not confirm that all the required impact fee 
information was included.  The SAO relied on the independent 
auditors to ensure that all disclosures were included as part of their 
state legal compliance review.  However, the SAO has stated that it 
has expanded its review for 2008 audit reports to ensure that all 
required elements are included.  Only the legal compliance section of 
Eagle Mountain’s 2007 annual report disclosed any impact fee 
reporting deficiencies, and this was because Eagle Mountain did not 
include an impact fee section.  They have stated they are preparing it 
for the 2008 report. 
 
 The SAO states that they will clarify the requirement for reporting 
of revenues by project for local governments and will provide 
additional training to local governments and CPAs on those 
requirements. 
 
 

Cities’ Tax Revenues  
Have Been Impacted 

 
 We found no evidence that the survey cities have been using 
impact fees to inappropriately subsidize general funds.  Our research 
in this area is in response to concerns with cities’ recent attempts to 
raise property taxes.  We found that as growth has slowed, other 

Initially, the SAO 
granted flexibility in 
the reporting format, 
but now that the test 
period has passed, 
they are prepared to 
provide additional 
training. 

The SAO will also 
train independent 
auditors on impact 
fee requirements. 

Other revenue 
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impact fees have 
decreased, explaining 
cities’ increase in 
property taxes. 
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revenue sources, such as development fees, have also decreased, which 
could explain cities’ attempts to increase property taxes. 
 
Property Tax Increases Do Not Appear  
To Be a Sign of Misuse of Impact Fees 
 
 We found no evidence that impact fees have been used to 
inappropriately supplement general funds in the survey cities.  Growth 
in Utah cities has recently slowed considerably, and along with it, 
impact fee revenue.  If cities had been using impact fees to bolster the 
general fund, they would now need to find another funding source to 
make up the decreased impact fee revenue, which could explain recent 
successful and unsuccessful attempts to raise property taxes.  There has 
been no evidence that this has taken place.  All of the survey cities 
maintain and were able to provide separate impact fee ledgers detailing 
all incoming and outgoing monies. 
 
 These required impact fee ledgers show that all funds were 
expended within a six-year period as required by statute.  For example, 
if a city collected $2,000 in park impact fees in 2001, those funds must 
be expended on appropriate park projects by 2007.  The survey cities’ 
ledgers indicate that this process has been followed. 
 
 Statute also requires that the fees be spent only on system 
improvements for: 
 

• Public facilities identified in the capital facilities plan; and 
• The specific public facility type for which the fee was collected. 

 
Survey cities’ expenditures since the 2006 statute changes complied 
with these requirements. 
 
 In addition to the requirement for separate ledgers, the reporting 
requirements in Figure 1 are meant to prevent misuse of impact fee 
funds.  Four of the six cities surveyed reported the budget information 
on what the funds were budgeted for in their annual financial reports.  
The other two cities were able to show this information, despite not 
including it in their annual financial reports.  This tracking gives us no 
evidence that impact fees were improperly used in the past.  There are 
other potential explanations for cities’ decisions to raise or attempt to 
raise property taxes, as discussed in the next section. 

All impact fee funds 
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Some Cities’ Tax Increases May Be  
Result of Lower Overall Revenues 
 
 Cities’ revenues are dropping across the board.  One explanation 
for the raises and attempted raises in property taxes is simply a 
reduction in all fees.  In particular, as growth and development have 
slowed, fee revenues associated with development, such as building 
and subdivision permit fees, as well as licenses, have decreased in 
survey cities.  According to the University of Utah’s Bureau of 
Economic and Business Research, new residential construction in 
Utah is down 52.3 percent through the second quarter of 2008, 
causing the number of building permits to fall to the lowest mid-year 
level since 1991.  In order to make up for some of these development 
fee revenues, some cities have raised or attempted to raise property 
taxes.  Figure 6 shows the recent changes in revenue sources in the 
survey cities. 
 
 
Figure 6.  Average Development Fee Revenue Has Dropped In 
Survey Cities.  Many other sources of revenue are also dropping or 
leveling off. 
 

 
 
 Figure 6 shows that all average revenue streams but sales taxes 
dropped in 2008.  These amounts are expected to continue to drop.  
Some individual high-growth cities have experienced an even steeper 
drop than the average in development revenues.  The number of 
building permits issued in the six survey cities has dropped 
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dramatically, even in the last year.  Figure 7 shows the reduction in 
building permits issued in the survey cities. 
 
 
Figure 7.  The Survey Cities Have Experienced Steep Drop-Offs in 
the Number of Building Permits Granted.  All of the survey cities’ 
building permits dropped at least 60 percent in fiscal year 2008 from fiscal 
year 2007. 
 

City 

Number of Building Permits 
Issued: Percent 

Change FY 2007 FY 2008 
Bluffdale   68  10    -85.3% 
Eagle Mountain 504  37 -92.2 
Herriman 204  28 -86.3 
Riverton 302  71 -76.6 
Saratoga Springs 325 122 -62.5 
West Jordan 324  81 -75.0 
*Source: Bureau of Economic and Business Research, University of Utah 

 
 Development fees differ from impact fees in that they are not 
assessed for construction projects, but for city and administrative 
services provided.  Utah Code 11-36-201 allows for the charging of 
these fees as long as they “are a reasonable charge for the service 
provided.”  It places no restrictions on how these fees are to be used. 
 
 Of the survey cities, Bluffdale, Riverton, Saratoga Springs, and 
West Jordan have all raised, or attempted to raise property taxes in one 
of the last two fiscal years.  Some of these cities state that the drop in 
revenue sources has been a larger factor in their decision to raise, or 
attempt to raise property taxes than impact fees. 
 
 In the course of this audit, we determined that no further audit 
work is necessary, unless requested by the Legislature or Audit 
Subcommittee.  If requested, we could expand the number of cities, 
include counties, or look further into the reason for the increases in 
property taxes. 
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