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 This report is a follow-up to A Performance Audit of Higher 

Education Personnel Budgeting Practices that was published in July 

2007. While higher education has implemented some of the 

recommendations made in the 2007 audit, more improvements can 

still be made. In the 2007 audit, we examined issues related to 

personnel and nonpersonnel budgeting practices. This report will 

discuss what improvements have been made and which 

recommendations have been implemented. 

 

Reported Carryforward Balances Are More Transparent, but 

Accuracy Is Still an Issue. Institutions of higher education have 

improved their reporting of carryforward balances on their 

expenditure reports. In the 2007 audit, we found and reported that 

institutions of higher education were artificially lowering their 

reported carryforward amounts. Since the 2007 audit, institutions of 

higher education now report all of their carryforward amounts on 

their expenditure reports. Most of the deductions or encumbrances the 

individual institutions reported were for obligations that require 

payment beyond the end of the fiscal year. However, some deductions 

or encumbrances reducing reported carryforward balances are still not 

accurate. 

  

Definition of Carryforward Balance Needs to Be Consistent for 

All of Higher Education.  While institutions of higher education are 

more transparent in their reporting of carryforward balances, we 

found inconsistencies in the manner that institutions were reporting 

this information. We also found that tighter definitions of acceptable 

means for reporting carryforward balances are needed to provide 

consistency among the institutions of higher education and to reduce 

the possibility of inaccurately lowering reported carryforward balances 

in the future. 

 

Vacancy Reporting Is Moving in the Right Direction, but 

Improvements Can Still Be Made. As a result of the 2007 audit, all 

institutions of higher education are now required to track and report 

vacancies on a report called the V-1 (vacancy) report. While this new 
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reporting mechanism is a step in the right direction, we found that the 

reporting of how monies saved from position vacancies are being 

applied lacks accuracy. We also found that the Board of Regents 

should consider modifying the V-1 reports in order to reconcile them 

with year-end fiscal reports to help reduce the significant amount of 

discrepancies that still exist between budgeted and actual full-time- 

equivalent (FTE) employees at some institutions of higher education. 

 

Reported Vacant Positions That Are Funded Have Significantly 

Decreased.  While a disconnect between budgeted and actual FTEs 

still exists, our review of higher education’s vacancies has shown that 

the amount of vacant positions reported by most institutions of higher 

education has decreased. In total, seven of the nine reviewed 

institutions of higher education reduced their reported vacancies by 

277 FTEs since fiscal year 2006. Snow College and the College of 

Eastern Utah were not included in this analysis because of problems 

with their reporting of FTEs at the time of the 2007 audit. 

 

Nonpersonnel Budgets Still Need to Be Better Aligned with 

Actual Expenditures.  Reviewing both budgeted amounts and actual 

expenditures showed that the majority of institutions were able to stay 

within their budgeted amounts for expenditures in their personnel 

budgets. However, some schools are still significantly overspending 

their budgeted amounts in the nonpersonnel category. While 

institutions of higher education are challenged with the task of 

budgeting one year in advance, variances in nonpersonnel budgets are 

still excessive for some institutions of higher education.  

 

Formal Review by Regents Regarding Budget Discrepancies Has 

Not Been Implemented.  It is important for a review process to 

occur to help reduce the large negative variances most colleges and 

universities are experiencing in their nonpersonnel budgets. In the 

2007 audit, it was recommended that the Board of Regents review 

submitted budgets along with actual expenditures to ensure an 

acceptable level of accuracy.  If budgeted amounts for an institution of 

higher education do not fall within an acceptable range, the Board of 

Regents should require the institution to report why. We reiterate this 

recommendation again in this audit and recommend that the Board of 

Regents develop an acceptable range for variances in personnel and 

nonpersonnel budgets.
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Chapter I 
Introduction 

 

 In July 2007, our office released an audit titled A Performance 

Audit of Higher Education Personnel Budgeting Practices (the 2007 

audit). This report is a follow-up to that audit. While the Board of 

Regents has implemented some of the recommendations made in the 

2007 audit, more improvements can still be made. In the 2007 audit, 

we examined issues related to personnel and nonpersonnel budgeting 

practices. This report will discuss what improvements have been made 

and which recommendations have been implemented. Specifically, we 

found the following: 

 

 The reporting of carryforward balances has become more 

transparent, but what constitutes carryforward funds still needs 

to be clarified. To do this, the Board of Regents should 

consider clearly defining what can and should be subtracted 

from reported carryforward amounts and ensure that all 

institutions are reporting uniformly.   

 

 Position vacancies are better tracked since the 2007 audit, but 

more can still be done. Higher education has taken some great 

strides to identify and document both vacant positions and the 

monies associated with those positions. While this vacancy 

reporting has addressed some concerns that were identified in 

the 2007 audit, the reporting of the application of turnover 

savings can improve. We also found that there is still a 

disconnect at some institutions of higher education between 

budgeted and actual full-time-equivalent (FTE) employees. 

Despite this, institutions of higher education have reduced their 

number of funded vacant positions. 

 

 While individual institutions of higher education are moving in 

the right direction, submitted budgets are still not reflective of 

actual expenditures. The Board of Regents has yet to develop a 

formal review process and define acceptable variances for actual 

expenditures compared to budgeted amounts.  

 

These issues will be discussed in more detail in Chapters II through IV 

of this report. 

 

While the Board of 
Regents has 
implemented some of 
the recommendations 
made in the 2007 audit, 
more improvements 

can still be made. 
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Board of Regents Have Oversight  
Responsibilities for Higher Education 

 

 The Legislature has vested the oversight responsibilities for the 

state’s system of higher education in the Board of Regents. Among the 

Board of Regents’ responsibilities is the review of individual 

institutions’ operating budgets and their consolidation into one unified 

appropriation request. While individual institutions of higher 

education have significant autonomy, the Board of Regents does have 

oversight responsibility for the entire system of higher education in 

the state of Utah. Utah Code 53B-1-103(2)(a) states: 

  

The board is vested with the control, management, and supervision 

of the institutions of higher education . . . in a manner consistent 

with the policy and purpose of this title and the specific powers 

and responsibilities granted to it. 

 

The Legislature’s purpose in creating a system of higher education 

under the purview of the Board of Regents was to help ensure a 

quality, efficient, and economical system of higher education.  

Figure 1.1 shows this legislative purpose. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

The Legislature has 
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state’s system of 
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Board of Regents. 
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Figure 1.1 Utah Code 53B-1-101 – Legislative Purpose for the 
Creation of the State Board of Regents.  The Legislative purpose for 
creating a system of higher education under the purview of the Board of 
Regents was to enhance quality, efficiency, and economy. 

 

 

The Board of Regents has the power to, and has, delegated and 

vested certain powers to institutional boards of trustees and 

institutional presidents.  Administrative Rule R121-3 states:  

 

Administrative responsibilities for institutional operations shall be 

delegated to the respective Presidents and institutional Boards of 

Trustees. The Board of Regents reserves to itself final authority to 

consider and act on the following matters: 

 

 Policies and Procedures 

 Executive Appointments 

 Master Planning 

 Budget and Finance 

 Legislation 

 Government Relations 

 Administrative Unit and Program Approval 

 

The Board of Regents is the final authority for approval of 

institutional budget proposals for recommendation to the Governor 

and the Legislature.  Once money is appropriated to an institution 

It is the purpose of this title: 
 
(1) to provide a high quality, efficient, and economical public  
 system of higher education through centralized direction and  
 master planning which: 
  
(a) avoids unnecessary duplication;   
(b) provides for the systematic and orderly development of  
 facilities and quality programs; 
(c) provides for coordination and consolidation; and 
(d) provides for systematic development of the role or roles of each 
 institution within the system of higher education consistent with the 
 historical heritage and tradition of each institution; 
 
(2) to vest in the State Board of Regents the power to govern the state 
 system of higher education consistent with state law and delegate 
 certain powers to institutional boards of trustees and institutional 
 presidents, and to vest certain powers in institutional boards of 
 trustees and institutional presidents. 

Among the Board of 
Regents primary 
responsibilities is the 
final authority to 
consider and act upon 
policies and 
procedures as well as 

budgets and finance. 
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through their education and general (E&G) line item, the institution 

has discretion in how to budget these funds.  The focus of this follow-

up audit is the E&G line item. 

 

 

Audit Scope and Objectives 
 

 Following the release of the 2007 audit, the Legislative Audit 

Subcommittee requested that an in-depth follow-up be conducted. In 

accordance with that request, this audit reviewed the five 

recommendations made in the 2007 audit. The audit examined the 

actions taken by the Board of Regents and institutions of higher 

education in response to the recommendations made. The 

recommendations from the 2007 audit are cited below; the chapter of 

this report where each recommendation is discussed is shown in 

parentheses. 

 

1. We recommend that the Board of Regents work with the 

institutions of higher education to ensure that carryforward 

balances are accurately reported in order to improve the 

accuracy of the budgeting and reporting process. (Chapter II) 

 

2. We recommend that the Board of Regents require institutions 

of higher education to track and report vacant positions. 

(Chapter III) 

 

3. We recommend that the Legislature consider requiring the 

Board of Regents to submit an annual report to them, via the 

Office of the Legislative Fiscal Analyst, addressing budgeted 

vacant positions. (Chapter III) 

 

4. We recommend that once unfilled vacancies have been 

adequately identified, the Board of Regents work with 

institutions to ensure that budgets better reflect past actual 

expenditures. (Chapter IV) 

 

 

 

 

 

This audit examined 
the actions taken by 
the Board of Regents 
and institutions of 
higher education in 
response to the 
recommendations 

made in the 2007 audit. 
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5. We recommend that the Board of Regents review submitted 

budgets along with actual expenditures to ensure an acceptable 

level of accuracy. If budgeted amounts for an institution of 

higher education do not fall within an acceptable range, the 

Board of Regents should require the institutions to report why. 

(Chapter IV) 

 

 To help ensure comparability among institutions of higher 

education, our review was similar to the 2007 audit in that it focused 

only on the education and general (E&G) line item appropriations for 

each school.  Every institution of higher education has an E&G line 

item appropriation, which provides for the school’s general operating 

budgets.  Some schools, like the University of Utah, have other line 

items for functions such as the hospital.  Because other schools do not 

have these functions, our audit work focused only on data relevant to 

the E&G line item.  Our review included 9 of the 10 institutions of 

higher education in the State of Utah, the Utah College of Applied 

Technology was not included, but the focus was on the University of 

Utah and Utah State University.  

 

 

  

Our review included 9 
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State of Utah, the Utah 
College of Applied 
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was on the University 
of Utah and Utah State 

University. 
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Chapter II 
Reported Carryforward Balances Have 

Become More Transparent 
 

 Higher education has reported carryforward balances more 

transparently since the 2007 audit. However, a stronger definition or 

clearer guidelines for carryforward balances needs to be developed and 

consistently used by all institutions of higher education. Clearly 

defining guidelines for reported carryforward balances will improve 

the accuracy of the current budgeting and reporting process to ensure 

that only valid deductions or encumbrances are reducing reported 

carryforward balances.  

 

In the 2007 audit, individual institutions were artificially lowering 

their reported carryforward balances by reporting individual 

departmental carryforward balances in a category known as “other 

deductions.” For example, Utah State University reported a fund 

balance of $8,468,482 in fiscal year 2006, but zero dollars were 

reported as being carried forward because the university reported the 

full fund balance in the category of other deductions. However, Utah 

State reported in their fiscal year 2007 actual report that they carried 

forward $8,468,482 from fiscal year 2006.  

 

In the 2007 audit, some institutions of higher education reported 

carryforward balances this way because the monies they allocated to 

their individual colleges and/or departments were not viewed as 

monies available to the central institution. The individual institutions 

would subtract these amounts from their reported carryforward 

balances and this practice was found to be an inappropriate way to 

lower the institutions’ reported balances. Institutions of higher 

education now report all carryforward balances on their annual 

expenditure reports, but what constitutes legitimate deductions from 

reported carryforward balances needs to be developed for all of higher 

education by the Board of Regents. 

 
Current Definitions of Carryforward  
Balances Are Vague  

 

The Board of Regents defines a carryforward balance in Utah 

Administrative Rule R562-3.1.2, which states:  

 

Reported carryforward 
balances are more 
transparent. However, 
a stronger definition or 
clearer guidelines for 
reported carryforward 

balances is necessary. 
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Funds Carried Forward Without Specifying Balance or 

Use Limits - The law authorizes higher education to keep 

unspent fund balances and carry them forward into the next 

fiscal year without specifying any limit on the balance that 

can be carried forward or limiting the uses of the funds.  

 

Under Utah Administrative Rule R562-3.2.1 (implemented in July 

2008), the Board of Regents encourages institutions to have a 

minimum carryforward balance:  

Institutions are encouraged to carry forward at least four 

percent of appropriated funds. Institutions should generally 

not carry forward more than seven percent of appropriated 

funds, unless there are justifiable reasons for an exception. 

Such reasons may include saving for new programs, large 

equipment purchases, and new construction. Encumbrances 

for outstanding purchase orders should be excluded when 

determining the final carryforward balance. 

 

According to staff for the Board of Regents, the 4 to 7 percent 

carryforward amount was based on guidelines from the National 

Association of College and University Business Officers (NACUBO) 

and also agreed upon by the Legislative Fiscal Analysts. NACUBO 

recommended two to six months of reserves to mitigate risks 

associated with the loss of normal business activities; the 4 to 7 

percent represents less than one month of reserves for institutions of 

higher education, and is the amount the Board of Regents chose to 

employ.  One reason for the reserves is to maintain financial solvency 

in order to continue operations in difficult times for contingency 

purposes. 

 

The amounts deducted from the final reported carryforward 

balance, known as encumbrances, are a management tool used to 

reflect commitments in order to prevent overspending. Encumbrances 

allow organizations to recognize future commitments of resources 

prior to the actual expenditure. The Governmental Accounting 

Standards Board defines encumbrances as amounts “committed to pay 

for goods or services that were not received prior to the end of the 

fiscal year.” While we agree with the use of encumbrances in financial 

reporting, their use should be clearly defined to ensure that reported 

deductions from carryforward balances are for indentified financial 

commitments. 

Encumbrances should 
be clearly defined to 
ensure that reported 
deductions from 
carryforward balances 
are for identified 

financial commitments. 
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Reported Carryforward Balances Are More 
Transparent, but Accuracy Is Still an Issue 

 

 Institutions of higher education have improved their reporting of 

carryforward balances on their expenditure reports. In the 2007 audit, 

we found that institutions of higher education were artificially 

lowering their reported carryforward amounts by reporting individual 

colleges and/or departments’ carryforward balances within the 

institution as other deductions. Other deductions is a financial 

reporting category used by institutions of higher education. Monies 

were being subtracted from the fund balances under other deductions 

to arrive at the reported carryforward amount.  This method was 

being inappropriately applied and was artificially lowering the 

reported carryforward amounts. However, since the 2007 audit, 

institutions of higher education now report all of their carryforward 

amounts on their expenditure reports. Most of the deductions the 

individual institutions reported were for obligations that require 

payment beyond the end of the fiscal year, and these encumbrances 

were reported on the expenditure reports. 

 

Institutions of Higher Education Were Artificially  
Reducing Reported Carryforward Balances   

  

 As shown in the 2007 audit, most institutions of higher education 

were reporting an artificially reduced carryforward balance. Even 

though the institutions reported an artificially reduced carryforward 

balance at the end of their budget year, they then carried the full fund 

balance from the prior year to use as expenditures in the next year.   

 

 For example, in fiscal year 2006, the University of Utah reported a 

carryforward balance of $2,023,095. However, the amount reported 

on the actual expenditure report for fiscal year 2007 showed a prior 

year carryforward balance of $21,023,095.  The remaining              

$19 million was made up of departmental or individual colleges’ 

carryforward balances and was not, from the universities’ and colleges’ 

perspectives, considered part of the central universities’ monies to use. 

This $19 million was clearly carryforward monies but were not being 

reported as such.  

 

 Likewise, Utah State University was also reporting an artificially 

reduced carryforward balance. As previously mentioned, in fiscal year 

In the 2007 audit, 
individual institutions 
were recommended to 
give a more accurate 
reporting of their 

carryforward balances.   

In the 2007 audit, some 
institutions of higher 
education reported an 
artificially reduced 

carryforward balance. 
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2006, Utah State reported a fund balance of $8,468,482, but zero 

dollars were reported as being carried forward because the university 

reported the full fund balance in the category of other deductions. 

However, Utah State reported in their fiscal year 2007 actual report 

that they carried forward $8,468,482 from fiscal year 2006. Other 

institutions of higher education were also artificially reducing their 

reported carryforward balances in a similar manner, resulting in 

reported carryforward balances being significantly reduced.  

 

Reporting of Carryforward Balances Has Improved,  
But Some Deductions Still Not Accurate 
 

 Since the 2007 audit, improvements in the reporting of 

carryforward balances have occurred. For example, the University of 

Utah showed a net carryforward amount of $15,396,178 at the end of 

fiscal year 2007. When the following year’s actual expenditures report 

was reviewed, it showed that the amount of $15,396,178 was 

reported as being carried forward from the previous year.  Utah State 

University also showed an accurate reporting of their carryforward 

balances. This is an improvement from the 2007 audit and shows that 

the University of Utah, Utah State University, and other institutions 

of higher education are moving in the right direction.  

 

 In the 2007 audit, individual institutions were recommended to 

give a more accurate reporting of their carryforward balances.  

Figure 2.1 shows the amounts of the carryforward balances reported 

for fiscal year 2008 by each of the reviewed institutions of higher 

education. While most institutions of higher education reported an 

accurate carryforward amount, some schools reported an inaccurately 

reduced carryforward amount. 
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School Fund 
Balance 

Outstanding 
Purchase 

Orders/Other 
Deductions 

Reported 
Carryforward 

Amounts 

Carryforward 
% of 

Appropriated 
Funds 

U of U $ 5,964,315 $ 0 $ 5,964,315  1.7 % 

USU 7,769,312       1,391,322   6,377,990         3.7    

SUU 3,490,719 0   3,490,719         6.6 

WSU 3,308,133 3,135,233 172,900          0.2 

UVU 8,009,613 7,035,795 973,818          0.8 

Dixie 2,197,294 198,739   1,998,555          6.4 

SLCC 9,125,210 2,991,770   6,133,440          6.0 

Snow 2,209,153 1,000,000   1,209,153          4.6 

CEU 842,979 0    842,979          4.9 

 

The carryforward is the amount remaining beyond expenditures and 

encumbrances.  The fund balance is the amount remaining beyond 

expenditures; for example, the University of Utah shows $5,964,315.  

The next category, outstanding purchase orders/other deductions, 

consists of funds that are for encumbrances; for example, the 

University of Utah shows zero dollars. Subtracting the outstanding 

purchase orders/other deductions from the fund balance will give the 

carryforward amount; the University of Utah shows $5,964,315. The 

carryforward percentage of appropriated funds column is the 

percentage of appropriated funds that were carried forward. According 

to administrative rule, the target for this number is 4 to 7 percent. 

 

 Two instances of high reported deductions from carryforward 

balances illustrated in Figure 2.1 were examined. Specifically, Utah 

Valley University reported an amount of over $7 million and Weber 

State University reported an amount of over $3 million. Reported 

deductions for Utah Valley University can be attributed to the costs of 

becoming a university. The university received a significant amount of 

one-time money for the conversion which was not spent by the end of 

the fiscal year. However, only about $3.5 million could be attributed 

to valid deductions or encumbrances from the reported carryforward 

balance.  

Figure 2.1 Some Institutions of Higher Education Inaccurately 
Reported Carryforward Balances. This figure shows the carryforward 
balances, as reported by higher education for fiscal year 2008. 
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Weber State University reported over $3 million in deductions 

from the carryforward balance. In examining those deductions, only 

$1.1 million could be directly attributed to encumbrances for purchase 

orders for the following fiscal year. The remaining amounts were 

monies spoken for, but not committed for the next fiscal year.  

Though Weber State University showed a breakdown of these 

deductions, only $1.1 million can be considered an accurate deduction 

from the carryforward amount. While the transparency of reported 

carryforward balances has improved, the Board of Regents needs to 

clearly define what constitutes an accurate carryforward balance for 

reporting purposes.   

 

 

Definition of Carryforward Balances Needs to  
Be Consistent for All of Higher Education 

 

 As previously mentioned, one issue with carryforward balances 

found in the 2007 audit was that these funds were being artificially 

reduced by individual department carryforward balances being 

reported as other deductions; in some cases, this practice is still 

occurring.  It was recommended that the Board of Regents work with 

the institutions of higher education to ensure that carryforward 

balances are accurately reported.  One way to ensure the accuracy in 

reporting is to have a uniform definition of encumbrances. 

 

 Of the nine colleges and universities reviewed in this audit, only 

two consistently redefined other deductions as outstanding purchase 

orders. Outstanding purchase orders is the name of the category used 

to show deductions from the reported carryforward balance.  In fiscal 

year 2007, all schools had changed the category of other deductions to 

outstanding purchase orders. However, all but two institutions 

reverted back to defining the carryforward deduction column to other 

deductions for fiscal year 2008.  An official from one institution stated 

that the intent of the other deductions category was to show any 

commitments against the carryforward balance. This official surmised 

that the category outstanding purchase orders was too narrow of a 

description for commitments against the carryforward balance because 

there could be legitimate encumbrances that are not necessarily 

purchase orders. 

 

 

While the transparency 
of reported 
carryforward balances 
has improved, the 
Board of Regents 
needs to clearly define 
what constitutes an 
accurate carryforward 
balance for reporting 

purposes.   

One way to ensure the 
accuracy in reporting 
is to have a uniform 
definition of 

encumbrances. 
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Review of Other Deductions from Carryforward  
Balances Identifies Potential Problems 

 

 When reviewing the institutions’ deductions from the fund 

balance, we found that most deductions appeared to be legitimate 

deductions or encumbrances, but some were not. We also found that 

some institutions are inconsistent in their practices of reporting 

deductions from the carryforward balances. The majority of the 

institutions that lowered their fund balance by these other deductions 

or encumbrances provided a list of items the deductions or 

encumbrances were committed to on the actual expenditure reports.  

The following are some examples of deductions: 

 

 Purchases for equipment that was approved at the end of the 

year but was not going to be paid until after the budget year. 

 

 Fuel and power reserves that have to be paid back. 

 

 Current-year vacations and early retirement accruals.  

 

 Some institutions of higher education have added line items below 

the carryforward balance line that describe what the deductions were 

and the amounts for the deductions; an example is shown in Figure 

2.2. 

 

 

Figure 2.2 One Institution of Higher Education’s Description and 
Amounts for Deductions from Their Carryforward Balance.  One 
institution of higher education itemizes their deductions from their reported 
carryforward balance for fiscal year 2008. 

 

Purpose of Encumbrance  
(Other Deduction) 

Amount of  
Deduction 

Encumbered Purchase Orders $ 3,544,016 
Departmental Balances 2,977,933 
BioTech Partnership 316,669 
Fuel & Power 134,812 
Background Checks 25,000 
Engineering Initiative 37,365 

 

Figure 2.2 illustrates how one institution of higher education was 

transparent in the way they showed what deductions will reduce the 

carryforward balance at the end of the fiscal year. However, one 

Most deductions 
appeared to be 
legitimate deductions 
or encumbrances, but 
some were not. We 
found that some 
institutions are 
inconsistent in their 
practices of reporting 

carryforward balances. 
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deduction in particular, cannot be considered a legitimate 

encumbrance.  The departmental balances deduction in the amount of 

$2,977,933 was for departments within the institution to purchase 

computers.  The problem with this is that the departments were saving 

over a two year period to purchase the computers. A legitimate 

encumbrance would be for services or goods in which a financial 

commitment has been made for the following fiscal year. While we do 

not question the legitimacy of saving for a future purchase, this 

departmental balance is clearly a carryforward amount because money 

is not yet committed and should be reported as such.  

 

 Figure 2.2 identifies how some institutions of higher education are 

being more transparent in their reporting of deductions from reported 

carryforward balances. While we acknowledge this transparency, not 

all of the currently reported deductions can be considered legitimate 

encumbrances.   

 

Other institutions of higher education showed a similar incorrect 

and inconsistent use of a list that included encumbrances and other 

categories. For example, one school showed encumbrances along with 

a list of various other items affecting their reported carryforward 

balance. When we questioned the school about their reported 

carryforward balance, they acknowledged that only the line item for 

encumbrances was actually committed for the next fiscal year. Some 

institutions did not list out their deductions from the carryforward 

balance, but instead detailed their transfers.  

 

These examples demonstrate some of the inconsistencies that are 

occurring in the reporting of deductions from carryforward balances 

and shows that more uniform reporting and definitions of deductions 

from carryforward balances are required. When institutions of higher 

education report carryforward balances and encumbrances in varying 

manners it makes it very difficult from an oversight perspective to see 

what and how much is reducing the reported carryforward balance.   

 

Without Clearly Defined Carryforward Reporting Rules, 
Incentives May Be Created to Reduce Reported Balances  

 

 Under current administrative rules, which target a maximum 

carryforward balance of 7 percent, there could be an incentive to 

reduce reported carryforward balances, as done in the past. Utah 

Administrative Rule R562-3.3 states: 

Saving for a future 
purchase is 
acceptable, but 
departmental balance 
is clearly a 
carryforward amount 
and should be reported 

as such. 

Other institutions of 
higher education 
showed a similar 
incorrect and 
inconsistent use of a 
list that included 
encumbrances and 

other categories. 

Under current 
administrative rules, 
which target a 
maximum carryforward 
balance of 7 percent, 
there could be an 
incentive to reduce 
reported carryforward 
balances, as done in 

the past. 



  

Office of the Utah Legislative Auditor General 15 

The Board will expect a report each October 1 from institutions 

whose non-lapsing balances exceed the seven percent guideline for 

the most recent fiscal year. 

 

According to Figure 2.1 (illustrated previously in this chapter), all 

reviewed institutions of higher education reported carryforward 

percentages below 7 percent. However, if individual institutions of 

higher education are required to report when they exceed the 7 

percent guideline, an incentive may be created to reduce their reported 

carryforward balances. As it stands, individual institutions report their 

net carryforward amount. If the category of acceptable deductions 

from the net carryforward amount is not clearly defined, when 

carryforward balances grow, they could be reduced for reporting 

purposes. 

 

 We did not find problems currently with institutions of higher 

education intentionally lowering their reported carryforward balances 

artificially. Problems related to inaccurate reductions in carryforward 

balances identified in this audit were attributed to a lack of clear 

guidelines. However, when the economic climate improves and 

eliminates the need for institutions to cut their budgets, it may become 

a problem again. As previously stated, tighter definitions are needed to 

provide consistency among the institutions of higher education. 

Tighter definitions of what constitutes acceptable reporting of 

carryforward balances will not only encourage uniformity in reporting, 

but will also reduce the possibility of inaccurately lowering reported 

carryforward balances in the future.  

 

 

Recommendations 
 

1. We recommend that the Board of Regents better define what 

constitutes a carryforward balance for institutions of higher 

education to ensure that only obligated funds are subtracted 

from reported balances. 

 

2. We recommend that the Board of Regents require institutions 

of higher education to clearly report on the actual expenditure 

reports what the deductions from the carryforward balance are. 

 

 

Problems related to 
inaccurate reductions 
in carryforward 
balances identified in 
this audit were 
attributed to a lack of 

clear guidelines. 
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Chapter III 
 Position Vacancies Are Better Tracked, 

But Reporting Needs More Accuracy 
 

 Higher education has improved their position vacancy reporting 

since the 2007 audit, but more improvements can still be made. 

Specifically, we found that higher education now has a vacancy 

reporting mechanism in place that was lacking at the time of the 2007 

audit. While the new vacancy reporting mechanism for institution of 

higher education is a step in the right direction, we found that the 

Board of Regents could take the following actions to improve the 

reporting mechanism:  

 

 Require institutions to report the amount of turnover 

savings being applied to personnel and nonpersonnel 

functions. One concern we found with the new vacancy 

report is the accuracy of reported savings from position 

vacancies. For example, all schools reported that monies 

saved from vacant positions were applied to personnel costs 

or budget cuts, even though these monies were also used in 

nonpersonnel functions. 

 

 Modify the vacancy reports to coincide with the budget and 

actual reports. Specifically, consider reconciling the vacancy 

reports to the budget and actual reports and require the 

vacancy reports to identify the full-time-equivalent (FTE) 

count of position vacancies. This is important because some 

large discrepancies between budgeted and actual FTE 

employees are still occurring at some of the institutions of 

higher education. For example, the University of Utah 

reported only 67 vacant positions on their vacancy report, 

but when we compared their budgeted and actual FTE 

counts, we identified 307 vacancies. 

 

Institutions of higher education are moving in the right direction. We 

also found that, overall, higher education has reduced the number of 

funded positions that are vacant since the 2007 audit.  

 

In response to the 2007 audit, the Board of Regents developed a 

reporting mechanism to account for funded vacancies, and institutions 

of higher education submitted this new report for the first time in the 

Higher education has 
improved their position 
vacancy reporting 
since the 2007 audit, 
but more 
improvements can still 

be made. 

Higher education has 
reduced the number of 
funded vacant 
positions since the 

2007 audit. 
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fall of 2008. In the 2007 audit, we found that no control or reporting 

existed to monitor long-term vacant positions that were receiving 

funding from the Legislature. Cited below is an excerpt from the 2007 

audit that illustrates this concern: 

 

If an institution of higher education chose to continually budget 

for a position that they no longer intend to fill, this budgeted 

position would continue to receive personnel increases from the 

Legislature….  Because institutions of higher education do not 

track or report position vacancies we were unable to determine if 

institutions were intentionally leaving positions unfilled for long 

periods of time, but without controls, the potential is there.  

 

In the 2007 audit, we found that the unspent monies in personnel 

primarily arose from unfilled positions, but we were unable to 

determine the length of time positions were unfilled because higher 

education did not track or report this information.  The new position 

vacancy reports identify vacant positions, the length of time that 

reported positions have been vacant, monies associated with the 

reported vacancies, and the application of those unspent monies.  

Although the development of this reporting mechanism is a positive 

step, we believe that the mechanism can still be improved. 

 

 

Vacancy Reporting Is Moving In the Right 
Direction, but Improvements Can Still Be Made  

 

 As a result of the 2007 audit, all institutions of higher education 

are now required to track and report vacancies on a report called the 

V-1 (vacancy) report. We found that the reporting of how monies 

saved from position vacancies are being applied lacks accuracy. We 

also found that the comparison of budgeted and actual FTE counts 

reveals some very large discrepancies, particularly at the University of 

Utah. The V-1 report helps explain a number of the vacancies at most, 

but not all institutions. While discrepancies still exist between 

budgeted and actual FTE employees of the institutions of higher 

education, institutions are moving in the right direction. 

 

As previously mentioned, the intent of the V-1 report is to identify 

vacant positions, the length of time positions have been unfilled, the 

amount of money associated with each vacancy (turnover savings), 

The development of 
the new vacancy 
reporting mechanism 
is a positive step, but 
this reporting 
mechanism can still be 

improved. 
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and the use of turnover savings. The V-1 report is then submitted to 

the Board of Regents, the Governor’s Office of Planning and Budget, 

and the Legislative Fiscal Analyst. It is anticipated that this report will 

be used during the annual budget process when compensation 

increases are determined for the upcoming budget year.  Figure 3.1 

illustrates an example of a V-1 (vacancy) report. 

 

 

Figure 3.1 An Example of the Information Provided in the New V-1 
Reports as of November 2008. In response to the 2007 audit, higher 
education now reports position vacancies, the money associated with 
reported vacancies, and how the money is being spent.  

 

Title 
Base  
Budget 

Last 
Filled 

How Savings Are 
Being Applied 

Professor 
                            
$ 69,360 7/1/06 Recruiting costs and adjunct teaching 

Adm. Asst.    26,198                                 1/1/08 Temporary administrative costs 

Asst. Prof     90,000                             7/1/06 Recruiting costs and adjunct teaching 

Clerk    24,242                             7/1/07 Temporary administrative costs 

Librarian     42,616                             7/1/08 Recruiting costs and adjunct teaching 

 

 Each institution of higher education is instructed to do the 

following in their V-1 reports: 

 

 For all education & general (E&G) funded positions, take a 

snapshot as of September 1 and November 1. 

 

 Remove all positions that are filled positions – leaving only 

vacant positions in the report. 

 

 For the vacant positions, identify the title/position code, base 

budgets (E&G funds) and when the position was last filled. 

 

 If an institution had associated expenditures with the vacant 

position (adjunct wages, recruitment costs) please identify in 

the notes section.   

 

Regarding vacant positions, the V-1 report has addressed a serious 

control weakness identified in the 2007 audit. Specifically, most 

institutions of higher education can now identify long-term vacancies 

and are now required to explain how monies being saved from 

Regarding vacant 
positions, the V-1 
report has addressed a 
serious control 
weakness identified in 

the 2007 audit. 




