
AUDIT SUBCOMMITTEE
OF THE

LEGISLATIVE MANAGEMENT COMMITTEE

Th e Au d it  Su bcom m ittee of th e Legis la t ive Ma n a gem en t  Com m it tee m et  in  Room  250 ,
Sta te Ca p itol Bu ild in g, Sa lt  La ke City, Uta h , Tu es da y, Au gu s t  2 , 2016  from  3 :30  p .m .
to 6 :15  p .m .

Com m it tee Mem bers  Pres en t : Pres iden t  Wa yn e Niederh a u s er , Co-Ch a irm a n
Spea ker  Gregory Hu gh es , Co-Ch a irm a n
Sen a tor  Gen e Da vis
Sen a tor  Ra lph  Oker lu n d
Repres en ta t ive Br ia n  Kin g

Excu s ed Repres en ta t ive J a m es  Du n n iga n

Legis la t ive Au dit  Sta ff:  J oh n  Sch a ff, Au d itor  Gen era l
Da r in  Un derwood , Depu ty Au d itor  Gen era l
Tim  Os ters tock , Au d it  Ma n a ger

Ka de Min ch ey, Au dit  Ma n a ger
Br ia n  Dea n , Au d it  Ma n a ger
Lyn da  Ma yn a rd , Record in g Secreta ry
La u r i Felt , Referen ce Reviewer
Ma tth ew Ha rvey, Legis  Lea d  Au d itor
Au gu s t  Leh m a n , Legis  Lea d  Au d itor
Lea h  Blevin s , Au d it  Su pervis or
J a m es  Beh u n in , Au d it  Su pervis or
Dea n n a  Herr in g, Au d it  Su pervis or
Mich a el Allred , Sr  Perf Au d itor
Za ck  Kin g, Sr . Perf Au d itor
La n e Fa rr , Perform a n ce Au d itor
Ma tth ew Ta ylor , Perform a n ce Au d itor
Nicole Lu s ch er , In tern  Au d itor

Oth er  In teres ted  Pa r t ies : G Edwa rd  Lea ry, Com m ., Dep t  of Fin a n cia l
In s t itu t ion s

Pa u l Allred , Depu ty Com m , Fin a n cia l
In s t itu t ion s

Da rryle Ru de, Ch ief Exa m in er , Fin a n cia l
In s t itu t ion s

Pa u l Clin e, Su per ., Mon ey Services , Fin a n cia l
In s t . Ca r los  Bra cera s , Exec. Director , UDOT

Sh a n e Ma rs h a ll, Depu ty Director , UDOT
Becky Bra ds h a w, Com ptroller , UDOT
J oh n  Dou ga ll, Uta h  Sta te Au d itor
Tin a  Ma th ieu , UCA Boa rd  Ch a ir
Qu in ton  Steph en s , Ba lla rd  Spa h r , LLP
Mich a el Styler , Director , Dep t  of Na tu ra l

Res ou rces
Rep  J a cob  An deregg, Hou s e of Repres en ta t ives
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Rep  J a ck  Dra xler , Hou s e of Repres en ta t ives
Ta n i Down in g, Director , Divis ion  of Ris k  Mgm t
Su zet te Alles , Govern or’s  Office
Alen e Sch wei, UPEA
And  Others  as  Lis ted

1. Call to Order

Spea ker  Hu gh es  ca lled  th e m eet in g to order  a t  3 :30  p .m .

2. Approval of Minutes

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e
m in u tes  from  Ma y 11 , 2016  Au dit  Su bcom m it tee
m eet in g be a pproved .  Th e m otion  pa s s ed
u n a n im ou s ly.

3a. A Performance Audit of the Department of Financial Institution’s Regulation of the
Payday Loan Industry (Report #2016-04)
Pres en ted  by: J a m es  Beh u n in , Au d it  Su pervis or

Discussion following Presentation

G. Edwa rd  Lea ry, Com m is s ion er , Depa r tm en t  of Fin a n cia l In s t itu t ion s  (DFI),
res pon ded  to th e a u d it  by tellin g th e Au d it  Su bcom m ittee th a t

- In  th e la s t  16  yea rs , Pa y Da y len der  la ws  h a ve been  a m en ded  n in e t im es .
- Th e Con s u m er  Fin a n cia l Protect ion  Bu rea u  (CFPB) h a s  p ropos ed  a  ru le to

es ta b lis h  lim ita t ion s  in  th e a rea  of s h or t  term  cred it , wh ich  wou ld  in clu de
Pa y Da y len ders , a u to t it le len ders  a n d  in s ta llm en t  len ders .

- In  order  for  th e DFI to pu t  m ore focu s  on  ch ron ic u s ers , th e Legis la tu re
n eeds  to m a ke ch a n ges  to Uta h ’s  la w by a m en d in g th e cu rren t  la w wh ich
wou ld  give DFI th e a b ility to im p lem en t  th e ch a n ges  th a t  m a y be n eeded .

- A s ta te-wide da ta ba s e cou ld  lim it  overu s e a n d  a id  th e DFI in  th eir
regu la t ion .

Mr. Lea ry con clu ded  by s a yin g th a t  DFI will a ct  on  th e recom m en da t ion  in  th e a u d it
to th e bes t  of th eir  a b ility.

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e
Pe rform anc e  Audit  o f t he  De part m e nt  o f Financ ial
Ins t it ut ion ’s  Re gulat ion  o f t he  Payday  Loan  Indus t ry
(Repor t  #2016-04) be refer red  to th e Bu s in es s  a n d  La bor
In ter im  Com m it tee a s  th e Lea d  com m it tee.  Th e m otion
pa s s ed  u n a n im ou s ly.

-2-



3b. An In-depth Budget Review of the Utah Department of Transportation (UDOT)
(Report #2016-05)
Pres en ted  by: Au gu s t  Leh m a n , Lea d  Au d itor

Discussion following Presentation

Ca rlos  Bra cera s , Execu t ive Director , Uta h  Depa r tm en t  Of Tra n s por ta t ion  (UDOT)
a ckn owledged  th e p rofes s ion a lis m  a n d  rela t ion s h ip  between  UDOT a n d  th e Au d itor
Gen era l’s  s ta ff a n d  s a id  th a t  UDOT will im prove beca u s e of th e work  of th e a u d itors
a n d  UDOT’s  com m itm en t  to im p lem en t  th e recom m en da t ion s  given  in  th e Bu dget
Review.

Mr. Bra cera s  s a id  th a t  it  is  h is  res pon s ib ility to m a ke s u re every UDOT em ployee is
fu lly en ga ged  every da y of th e yea r  to m a in ta in  th e h igh es t  level of cos t  efficien cy a n d
UDOT is  develop in g gu idelin es  for  th e d ifferen t  a ct ivit ies  a n d  fu n ct ion s  to be a b le to
do a  bet ter  a n a lys is .  UDOT is  t ryin g to deliver  th e bes t  per form a n ce for  th e cit izen s
of th e Sta te of Uta h .

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e In -de pth
Budge t  Re vie w o f t he  Utah  De part m e nt  o f Trans port at ion
(UDOT) (Repor t  #2016-05) be refer red  to th e In fra s t ru ctu re
a n d  Gen era l Govern m en t  Appropria t ion s  Su bcom m it tee a s
th e Lea d  com m it tee a n d  th e Tra n s por ta t ion  In ter im
Com m it tee a s  th e review com m it tee.  Th e m otion  pa s s ed
u n a n im ou s ly.

3c. A Performance Audit of the Utah Department of Transportation (UDOT) (Report
#2016-06)
Pres en ted  by: Ma t th ew Ha rvey, Lea d  Au d itor

Discussion following Presentation

Ca rlos  Bra cera s , Execu t ive Director , Uta h  Depa r tm en t  Of Tra n s por ta t ion  (UDOT) s a id
th a t  UDOT a pprecia te th e oppor tu n ity to h a ve th eir  em ployees  s h a re kn owledge a n d
obs erva t ion s  with  th e a u d it  tea m  du r in g th e a u d it  p roces s .

Mr. Bra cera s  told  th e Au dit  Su bcom m ittee th a t  UDOT h a s  been  doin g perform a n ce
a u d its , lis t in g th em  on  th eir  web  s ite, im p lem en t in g th e elem en ts  of th es e a u d its  a n d
repor t in g th em  to th e Legis la t ive Appropr ia t ion s  Com m it tee every yea r .  Als o, UDOT
h a s  a n  in tern a l a u d it  fu n ct ion  bu t  it s ’ fu n ct ion  is  p r im a r ily to m eet  federa l
requ irem en ts  for  a u d it in g th eir  con s u lta n ts , u t ility com pa n ies , a n d  ra ilroa d
com pa n ies  th a t  b ill UDOT for  th eir  p rojects .

Mr. Bra cera s  con clu ded  by s a yin g th a t  UDOT a grees  with  th e recom m en da t ion  to
a ppoin t  a n d  con firm  a t  lea s t  two in depen den t  per form a n ce a u d itors  a s  per  Sta tu te
a n d  UDOT is  m ovin g forwa rd  to im p lem en t  th is  recom m en da tion .
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Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e
Pe rform anc e  Audit  o f t he  Ut ah  De part m e nt  o f
Trans port at ion  (UDOT) (Report  #2016-06) be refer red  to th e
Tra n s por ta t ion  In ter im  Com m it tee a s  th e Lea d  com m it tee
a n d  th e In fra s tru ctu re a n d  Gen era l Govern m en t
Appropr ia t ion s  Su bcom m it tee a s  th e review com m it tee.  Th e
m otion  pa s s ed  u n a n im ou s ly.

3d. UCA Improving Controls after Fraud Discovered (Report  # ILR2016-F)
Pres en ted  by: Lea h  Blevin s , Au d it  Su pervis or

Discussion following Presentation

J oh n  Dou ga ll, S ta te Au ditor , s a id  th a t  th e UCA a u d it  h a s  been  ben eficia l a n d  h a s
h elped  h is  office rea lize th eir  focu s  on  fin a n cia l is s u es  res u lted  in  in s u fficien t
a t ten t ion  to b roa der  overs igh t  is s u es  a t  UCA.

Tin a  Ma tth ieu , UCA Boa rd  Ch a ir , res pon ded  to qu es t ion s  con cern in g th e p la cem en t
of a n  a u d it  com m it tee, wh ich  UCA n ow h a s  in  p la ce, a n d  th e com m it tee is  a ct ively
look in g in to cred it  ca rds  a n d  reviewin g UCAs ’ records .  UCA is  a ls o in  th e p roces s  of
h ir in g a n  in depen den t  a u d itor  to com e in  on  a  qu a r ter ly ba s is  to m a ke s u re th ere a re
n o oth er  is s u es  a n d  th a t  th ere is  a  s epa ra t ion  of du t ies  to correct  p reviou s  p rob lem s .

Ms . Ma t th ieu  s a id  th a t  UCA h a s  m oved  to th e Sta te pu rch a s in g ca rd  a n d  th ey h a ve
m a de ch a n ges  to th eir  cred it  ca rd  policy a n d  UCA is  bein g a ggres s ive in  m a k in g th e
n eces s a ry ch a n ges .

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e a u d it , UCA
Im proving Cont ro ls  aft e r Fraud Dis c ove re d (Repor t
# ILR2016-F) be refer red  to th e Govern m en t  Opera t ion s
In ter im  Com m it tee a s  th e Lea d  com m it tee a n d  th e Pu b lic
Utilit ies , En ergy a n d  Tech n ology In ter im  Com m it tee a s  th e
review com m it tee.  Th e m otion  pa s s ed  u n a n im ou s ly.

3e. A Limited Review of the Division of Risk Management  (Repor t  # ILR2016-E)
Sta ffed  by: Dea n n a  Herr in g, Au d it  Su pervis or
Note: Not  p res en ted  bu t  repor t  wa s  m a de a va ila b le.

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e Lim it e d
Re vie w o f t he  Divis ion  of Ris k Manage m e nt  (Repor t
# ILR2016-E) be refer red  to th e Execu t ive Appropr ia t ion s
Com m it tee a s  th e Lea d  com m it tee a n d  th e In fra s t ru ctu re a n
Gen era l Govern m en t  Appropr ia t ion s  Su bcom m it tee a s  th e
review com m it tee.  Th e m otion  pa s s ed  u n a n im ou s ly.

4. Statutory Audits
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Da rin  Un derwood , Depu ty Au d itor  Gen era l, exp la in ed  th a t  s ta tu te UCA 62A-4A-
118(4) requ ires  th e Au d itor  Gen era l’s  Office to con du ct  a n  a u d it  of DCFS every th ree
yea rs .  However ,  Mr . Un derwood  recom m en ded  th a t  th e Office of th e Legis la t ive
Au d itor  Gen era l be kep t  a s  pa r t  of th e Sta tu te bu t  ch a n ge th e “s h a ll” to “m a y” a n d
n ot  m a ke th e a u d its  m a n da tory every th ree yea rs .

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  to a u th or ize
legis la t ion  be d ra fted  to cla r ify Sta tu te UCA 62A-4A-118(4 )
a ddres s in g th e DCFS a u d its , th a t  th ey “m a y” be con du cted ,
n ot  “s h a ll” be con du cted  a n d  by a dd in g th e followin g
la n gu a ge “s u b ject  to th e p r ior it iza t ion  of th e Au d it
Su bcom m it tee”.  Th e m otion  pa s s ed  u n a n im ou s ly.

5. Prioritization of Audit Requests

Pres iden t  Niederh a u s er  a ddres s ed  th e n ew a u d it  requ es ts  a n d  exp la in ed  th a t  th ey
h a d  d is cu s s ed  th e lis t  of a u d its  a n d  th e n eed  to in clu de a n  In -dep th  Bu dget  Review
plu s  a dd  perform a n ce a u d its  with  th es e reviews , m a de th e followin g m otion .

Motion : Pres iden t  Niederh a u s er  m a de a  m otion  th a t  th e followin g
a u d its  be a pproved :
-  An  In -Dep th  Bu dget  Review of th e Uta h  Sta te Office of

Edu ca t ion ; 
- Im pa ct  of Oth er  Progra m s  Fu n ded  Th ru  Pu blic Edu ca t ion ;
-  Federa l Fu n ds  a n d  Ma n da tes  in  Pu b lic Edu ca t ion  a n d ; 
- Qu a s i a n d  In depen den t  Agen cies .  Th e m otion  pa s s ed

u n a n im ou s ly.

6. Other Business

Repres en ta t ive J a ck  Dra xler  a ddres s ed  th e Au d it  Su bcom m it tee, a s k in g for  a n  a u d it
of th e of th e Divis ion  of Wild life Res ou rces  a n d  th eir  h a n d lin g of th e yea r ly
Spor ts m a n ’s  Expo.  Repres en ta t ive Dra xler  expres s ed  h is  con cern  with  th e a wa rd in g
of th e con tra ct  to con du ct  th e Expo, th e p roces s  a n d  if it  is  work in g th e wa y it  s h ou ld
work .

Repres en ta t ive J a cob  An deregg, s poke to h is  requ es t  for  a n  a u d it  of th e Uta h  Sta te
Un ivers ity’s  Arch a eologica l Depa r tm en t , th eir  p rocu rem en t  p ra ct ices  a n d  poten t ia l
p rob lem s  with  th es e p rocu rem en t  p ra ct ices .

7. Adjourn

Spea ker  Hu gh es  a d jou rn ed  th e m eet in g a t  6 :15  pm .
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