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CHAPTER 5:  
COMBINED REPORT ON COMPLIANCE
WITH APPLICABLE REQUIREMENTS AND INTERNAL CONTROL OVER COMPLIANCE
(Based on AICPA AU-C 935)

The auditor’s combined report on compliance and internal control over compliance should include the following elements:
1. A title that includes the word independent.
2. An addressee appropriate for the circumstances of the engagement.
3. An introductory paragraph that includes the following:
a. For applicable entities, identification of each general compliance requirement covered by the compliance audit.
b. Identification of each major state program covered by the compliance audit (or a statement that the entity had no major state programs for the period).
c. Identification of the applicable compliance requirements described in the Legal Compliance Audit Guide.
d. Identification of the period covered by the report.
4. A section with the heading “Management’s Responsibility” that includes a statement that compliance with the applicable compliance requirements is the responsibility of the entity’s management.
5. A section with the heading “Auditor’s Responsibility” that includes the following statements:
a. A statement that the auditor’s responsibility is to express an opinion on the entity’s compliance with the applicable compliance requirements based on the compliance audit.
b. A statement that the compliance audit was conducted in accordance with auditing standards generally accepted in the United States of America, the standards applicable to financial audits contained in Government Auditing Standards, and the State of Utah Legal Compliance Audit Guide.
c. A statement that the compliance audit included examining, on a test basis, evidence about the entity’s compliance with applicable compliance requirements and performing such other procedures as the auditor considered necessary in the circumstances.
d. A statement that the auditor believes the compliance audit provides a reasonable basis for the auditor’s opinion.
e. A statement that the compliance audit does not provide a legal determination of the entity’s compliance.
6. If noncompliance results in a modified opinion, a section with an appropriate heading, indicating the basis for the modified opinion that includes a description of such noncompliance.
7. A section with the heading “Opinion” that includes the auditor’s opinion, at the general compliance level and at the major state program level specified by the Compliance Audit Guide, on whether the entity complied, in all material respects, with the applicable compliance requirements.
8. If other noncompliance that is required to be reported by the Guide is identified (that is, noncompliance that does not result in a modified opinion), an other-matter paragraph that includes a description of such noncompliance.
9. A section heading “Internal Control Over Compliance.” 
10. A statement that management is responsible for establishing and maintaining effective internal control over compliance with the requirements of laws, regulations, rules, and provisions of contracts or grant agreements applicable to government programs.
11. A statement that in planning and performing the compliance audit, the auditor considered the entity’s internal control over compliance with the applicable compliance requirements to determine the auditing procedures for the purpose of expressing an opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance.
12. A statement that the auditor is not expressing an opinion on internal control over compliance.
13. A statement that the auditor’s consideration of the entity’s internal control over compliance was not designed to identify all deficiencies in internal control that might be significant deficiencies or material weaknesses in internal control over compliance.
14. The definition of deficiency in internal control over compliance and material weakness in internal control over compliance.
15. A description of any identified material weaknesses in internal control over compliance or a reference to an accompanying schedule containing such a description.
16. If significant deficiencies in internal control over compliance were identified, the definition of significant deficiency in internal control over compliance and a description of the deficiencies or a reference to an accompanying schedule containing such a description.
17. If no material weaknesses in internal control over compliance were identified, a statement to that effect.
18. If the criteria used to evaluate compliance are
· established or determined by contractual agreement or regulatory provisions that are developed solely for the parties to the agreement or regulatory agency responsible for the provisions or
· available only to the specified parties,
an alert describing the purpose of the auditor’s report and that the report is not suitable for any other purpose, as required by section 905, Alert That Restricts the Use of the Auditor’s Written Communication
19. If noncompliance is reported, a response from responsible officials concerning their views on the auditor’s findings, conclusions, and recommendations.
20. When a response from responsible officials is included in the report, the auditor may add a paragraph to the report disclaiming an opinion on such information.
21. The manual or printed signature of the auditor’s firm.
22. The city and state where the auditor practices.
23. The date of the auditor’s report.


The following pages contain examples of Combined Reports on Compliance with Applicable Requirements and Internal Control Over Compliance.


Example 1 

Illustrative Combined Report on Compliance with Applicable Requirements and Internal Control Over Compliance—(Unqualified Opinion on Compliance with:
· Immaterial Instances of Noncompliance noted; 
· No Material Weaknesses or Significant Deficiencies in Internal Control Over Compliance Identified; 
· Other Internal Control Deficiencies noted)

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
AND ON INTERNAL CONTROLS OVER COMPLIANCE 
IN ACCORDANCE WITH THE STATE OF UTAH LEGAL COMPLIANCE AUDIT GUIDE

To the [Board of Trustees/City Council/County Commission], Audit Committee
	and
[Chief Executive Officer]
[XYZ Entity]
REPORT ON COMPLIANCE

We have audited the [insert full name of Entity]’s compliance with the general and major state program compliance requirements described in the State of Utah Legal Compliance Audit Guide for the year ended [Month, Day, 20XX].  

The general compliance requirements applicable to [the Entity] are identified as follows:

[DELETE ANY AREAS NOT APPLICABLE TO THE ENTITY]
Cash Management
Budgetary Compliance
Fund Balance
Justice Courts
Statement of Taxes Charged, Collected & Disbursed
Assessing & Collecting Property Taxes
Transient Room Tax and Tourism, Recreation, Culture, Convention, and Airport Facilities Tax
Impact Fees
Utah Retirement Systems Compliance
Transfers from Utility Enterprise Funds
Locally Generated Taxes and Fees
School Fees
Government Records Access Management Act
Conflicts of Interest
Nepotism
Utah Public Finance Website
Open and Public Meetings Act
Special & Local Service District Board Members

[The Entity] received the following major assistance programs from the State of Utah:

[LIST APPLICABLE PROGRAMS HERE]
	– OR –
[The Entity] did not receive any major assistance programs from the State of Utah during the year ended June 30, 20XX.

Management’s Responsibility

Compliance with the requirements referred to above is the responsibility of [the Entity]’s management.

Auditor’s Responsibility

Our responsibility is to express an opinion on [the Entity]’s compliance based on our audit.

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 State of Utah Legal Compliance Audit Guide. Those standards and the State of Utah Legal Compliance Audit Guide require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the compliance requirements referred to above that could have a material effect on [the Entity] and its major programs occurred. An audit includes examining, on a test basis, evidence about [the Entity]’s compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of [the Entity]’s compliance with those requirements. 

Opinion

In our opinion, [full name of Entity], complied, in all material respects, with the general compliance requirements identified above and the compliance requirements that are applicable to each of its major state programs for the year ended [Month, Day, 20XX].  

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in accordance with the State of Utah Legal Compliance Audit Guide and which are described in [the accompanying schedule of findings and recommendations as items [20XX-2 and 20XX-3] –or– [our letter to management dated [Date] as items [20XX-2 and 20XX-3].

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of [the Entity] is responsible for establishing and maintaining effective internal control over compliance with the compliance requirements referred to above. In planning and performing our audit, we considered [the Entity]’s internal control over compliance to determine the auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of [the Entity]’s internal control over compliance.

A deficiency in internal control over compliance 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 detect and correct, noncompliance on a timely basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a compliance requirement will not be prevented, or detected and corrected, on a timely basis. 

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section and was not designed to identify all deficiencies in internal control that might be deficiencies, significant deficiencies, or material weaknesses in internal control over compliance. We did not identify any deficiencies in internal control over compliance that we consider to be material weaknesses, as defined above.  However, material weaknesses may exist that have not been identified.

We did note a matter involving internal control over compliance –or– certain deficiencies which we are submitting for your consideration.  This matter is described in the accompanying letter to management. 

[Entity]’s Response to Findings

[The Entity]’s response to the findings identified in our audit are described in the accompanying letter to management.  [The Entity]’s response was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

Purpose of 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. 


[Auditor’s Signature]
[Auditor’s City, State]
[Date of Auditor’s Report]


Example 2

Illustrative Combined Report on Compliance with Applicable Requirements and Internal Control Over Compliance—(Unqualified Opinion on Compliance with:
· Immaterial Instances of Noncompliance Noted; 
· Material Weaknesses and Significant Deficiencies in Internal Control Over Compliance Identified)

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
AND ON INTERNAL CONTROLS OVER COMPLIANCE 
IN ACCORDANCE WITH THE STATE OF UTAH LEGAL COMPLIANCE AUDIT GUIDE

To the [Board of Trustees/City Council/County Commission], Audit Committee
	and
[Chief Executive Officer]
[XYZ Entity]

REPORT ON COMPLIANCE

We have audited the [insert full name of Entity]’s compliance with the general and major state program compliance requirements described in the State of Utah Legal Compliance Audit Guide for the year ended [Month, Day, 20XX].  

The general compliance requirements applicable to [the Entity] are identified as follows:

[DELETE ANY AREAS NOT APPLICABLE TO THE ENTITY]
Cash Management
Budgetary Compliance
Fund Balance
Justice Courts
Statement of Taxes Charged, Collected & Disbursed
Assessing & Collecting Property Taxes
Transient Room Tax and Tourism, Recreation, Culture, Convention, and Airport Facilities Tax
Impact Fees
Utah Retirement Systems Compliance
Transfers from Utility Enterprise Funds
Locally Generated Taxes and Fees
School Fees
Government Records Access Management Act
Conflicts of Interest
Nepotism
Utah Public Finance Website
Open and Public Meetings Act
Special & Local Service District Board Members

[The Entity] received the following major assistance programs from the State of Utah:

[LIST APPLICABLE PROGRAMS HERE]
	– OR –
[The Entity] did not receive any major assistance programs from the State of Utah during the year ended June 30, 20XX.

Management’s Responsibility

Compliance with the requirements referred to above is the responsibility of [the Entity]’s management.

Auditor’s Responsibility

Our responsibility is to express an opinion on [the Entity]’s compliance based on our audit.

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 State of Utah Legal Compliance Audit Guide. Those standards and the State of Utah Legal Compliance Audit Guide require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the compliance requirements referred to above that could have a material effect on [the Entity] and its major programs occurred. An audit includes examining, on a test basis, evidence about [the Entity]’s compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of [the Entity]’s compliance with those requirements. 

Opinion

In our opinion, [full name of Entity], complied, in all material respects, with the general compliance requirements identified above and the compliance requirements that are applicable to each of its major state programs for the year ended [Month, Day, 20XX].  

Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in accordance with the State of Utah Legal Compliance Audit Guide and which are described in [the accompanying schedule of findings and recommendations as items [20XX-2 and 20XX-3]] –or– [our letter to management dated [Date] as items [20XX-2 and 20XX-3.]

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of [the Entity] is responsible for establishing and maintaining effective internal control over compliance with the compliance requirements referred to above. In planning and performing our audit, we considered[the Entity]’s internal control over compliance to determine the auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of [the Entity]’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section and was not designed to identify all deficiencies in internal control that might be deficiencies, significant deficiencies, or material weaknesses in internal control over compliance. However, as discussed below, we identified certain deficiencies in internal control over compliance that we consider to be material weaknesses and/or significant deficiencies.

A deficiency in internal control over compliance 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 detect and correct, noncompliance on a timely basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a compliance requirement 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 recommendations as items [20XX-2 and 20XX-3]] 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 described in [the accompanying schedule of findings and recommendations as items [20XX-2 and 20XX-3] to be significant deficiencies.

[Entity]’s Response to Findings

[The Entity]’s response to the findings identified in our audit are described in the accompanying letter to management.  [The Entity]’s response was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

Purpose of 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. 


[Auditor’s Signature]
[Auditor’s City, State]
[Date of Auditor’s Report]

Example 3

Illustrative Combined Report on Compliance with Applicable Requirements and Internal Control Over Compliance—(Qualified Opinion on Compliance with:
· Material Instances of Noncompliance noted; 
· Material Weaknesses and Significant Deficiencies in Internal Control Over Compliance identified)

INDEPENDENT AUDITOR’S REPORT ON COMPLIANCE 
AND ON INTERNAL CONTROLS OVER COMPLIANCE 
IN ACCORDANCE WITH THE STATE OF UTAH LEGAL COMPLIANCE AUDIT GUIDE

To the [Board of Trustees/City Council/County Commission], Audit Committee
	and
[Chief Executive Officer]
[XYZ Entity]

REPORT ON COMPLIANCE

We have audited the [Full name of Entity]’s compliance with the general and major state program compliance requirements described in the State of Utah Legal Compliance Audit Guide for the year ended [Month, Day, 20XX].  

The general compliance requirements applicable to [the Entity] are identified as follows:

[DELETE ANY AREAS NOT APPLICABLE TO THE ENTITY]
Cash Management
Budgetary Compliance
Fund Balance
Justice Courts
Statement of Taxes Charged, Collected & Disbursed
Assessing & Collecting Property Taxes
Transient Room Tax and Tourism, Recreation, Culture, Convention, and Airport Facilities Tax
Impact Fees
Utah Retirement Systems Compliance
Transfers from Utility Enterprise Funds
Locally Generated Taxes and Fees
School Fees
Government Records Access Management Act
Conflicts of Interest
Nepotism
Utah Public Finance Website
Open and Public Meetings Act
Special & Local Service District Board Members

[The Entity] received the following major assistance programs from the State of Utah:

[LIST APPLICABLE PROGRAMS HERE]
	– OR –
[The Entity] did not receive any major assistance programs from the State of Utah during the year ended June 30, 20XX.

Management’s Responsibility

Compliance with the requirements referred to above is the responsibility of [the Entity]’s management.

Auditor’s Responsibility

Our responsibility is to express an opinion on [the Entity]’s compliance based on our audit.

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 State of Utah Legal Compliance Audit Guide. Those standards and the State of Utah Legal Compliance Audit Guide require that we plan and perform the audit to obtain reasonable assurance about whether noncompliance with the compliance requirements referred to above that could have a material effect on [the Entity] and its major programs occurred. An audit includes examining, on a test basis, evidence about [the Entity]’s compliance with those requirements and performing such other procedures as we considered necessary in the circumstances. We believe that our audit provides a reasonable basis for our opinion. Our audit does not provide a legal determination of [the Entity]’s compliance with those requirements. 

Basis for Qualified Opinion on [Identify General Compliance area or State Program]

As described in [the accompanying schedule of findings and recommendations], [the Entity] did not comply with requirements regarding [identify general compliance area or state program and related compliance requirements] (see item [20XX-1]. Compliance with such requirements is necessary, in our opinion, for [the Entity] to comply with the requirements applicable to that [area/program].

Qualified Opinion on [Identify General Compliance area or State Program]

In our opinion, except for the noncompliance described in the Basis for Qualified Opinion paragraph, [the Entity] complied, in all material respects, with the types of compliance requirements referred to above that could have a direct and material effect on [identify general compliance area or state program] for the year ended [Month, Day, 20XX].

Unmodified Opinion on Each of the Other General Compliance Areas and Major State Programs
In our opinion, [the Entity] 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 General Compliance Areas and Major State Programs for the year ended [Month, Day, 20XX].


Other Matters

The results of our auditing procedures disclosed instances of noncompliance, which are required to be reported in accordance with the State of Utah Legal Compliance Audit Guide and which are described in [the accompanying schedule of findings and recommendations as items [20XX-2 and 20XX-3]] –or– [our letter to management dated [Date] as items [20XX-2 and 20XX-3].

REPORT ON INTERNAL CONTROL OVER COMPLIANCE

Management of [the Entity] is responsible for establishing and maintaining effective internal control over compliance with the compliance requirements referred to above. In planning and performing our audit, we considered  [the Entity]’s internal control over compliance to determine the auditing procedures for the purpose of expressing our opinion on compliance, but not for the purpose of expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an opinion on the effectiveness of [the Entity]’s internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the first paragraph of this section and was not designed to identify all deficiencies in internal control that might be deficiencies, significant deficiencies, or material weaknesses in internal control over compliance. However, as discussed below, we identified certain deficiencies in internal control over compliance that we consider to be material weaknesses and/or significant deficiencies.

A deficiency in internal control over compliance 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 detect and correct, noncompliance on a timely basis. A material weakness in internal control over compliance is a deficiency, or combination of deficiencies in internal control over compliance, such that there is a reasonable possibility that material noncompliance with a compliance requirement 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 recommendations as items [20XX-2 and 20XX-3]] 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 described in [the accompanying schedule of findings and recommendations as items [20XX-2 and 20XX-3]] to be significant deficiencies.

[Entity]’s Response to Findings

[The Entity]’s response to the findings identified in our audit are described in the accompanying letter to management.  [The Entity]’s response was not subjected to the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion on the response.

Purpose of 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. 


[Auditor’s Signature]
[Auditor’s City, State]
[Date of Auditor’s Report]



Changes to Examples for Reports on 
Nonprofit Entities Not Subject to General Compliance Sections

If reporting on a Nonprofit Entity not subject to the general compliance sections of the Legal Compliance Audit Guide, the “Report on Compliance” section should be modified as follows:

REPORT ON COMPLIANCE

We have audited the [Full name of Entity]’s compliance with major state program compliance requirements described in the State of Utah Legal Compliance Audit Guide for the year ended [Month, Day, 20XX].  [The Entity] received the following major assistance programs from the State of Utah:

[LIST APPLICABLE PROGRAMS HERE]
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