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IDENTIFYING COMPLIANCE REQUIREMENTS TO BE TESTED



NOTE:   This Guide is not intended to identify compliance requirements that could be direct and material to the financial statements.  This State Compliance Audit does not replace testing of compliance in a financial statement audit.  Financial statement compliance requirements not in this guide may include, but not be limited to, compliance with the Utah Money Management Act, compliance with debt or bond requirements, or debt limitations.  Therefore, the auditor should use appropriate audit procedures, such as inquiry with management, review of minutes, and other procedures as considered necessary to identify the compliance requirements that should be tested as part of the financial audit.  (See AU-C 250, Consideration of Laws and Regulations in an Audit of Financial Statements.)




WHICH ENTITIES NEED A STATE COMPLIANCE AUDIT?

Utah Code Annotated (UCA) 51-2a-202 requires the local government entities or nonprofit organizations listed below to receive a financial audit in accordance with Government Auditing Standards (GAS). 

IN ADDITION, these entities are required to have a state compliance audit which should be 1) performed in accordance with the State Compliance Audit Guide (Guide), developed by the Office of the Utah State Auditor (OSA) as directed by UCA 51-2a-301, and 2) completed using the guidance in the AICPA’s Clarified Statements on Auditing Standards, AU-C section 935, Compliance Audits.

· Counties with total annual revenues or expenses greater than or equal to $750,000.
· Municipalities with total annual revenues or expenses greater than or equal to $750,000.
· Interlocal entities with total annual revenues or expenses greater than or equal to $750,000.
· Local and special service districts with total annual revenues or expenses greater than or equal to $750,000.
· Local Education Agencies (LEAs), regardless of total annual revenues or expenses:
· School districts
· Operating Charter Schools (including charter schools organized as nonprofits).  
· Nonprofit organizations (excluding charter schools organized as nonprofits) that expend $750,000 or more in combined federal, state, and local funding (excluding procurement contracts – see Chapter 3 for a definition) are subject to Chapter 3 only of this Guide.  However, the entity must also receive a financial audit in accordance with generally accepted auditing standards and must submit their audit reporting package to the OSA via the OSA’s Online Reporting System.  (NOTE:  A Yellow Book Report is not required.)
· Other local government entities that are not required to have a financial audit under state law, but choose to have a financial audit.


This Guide does not apply to:
· State departments or agencies
· Local government entities that are allowed by statute and choose to receive an Agreed-Upon Procedures engagement instead of an audit.
· Nonoperating Charter Schools (Charter schools that have not received MSP funds or federal funds and are not providing educational services during a fiscal year).  Nonoperating Charter schools are required to have an Agreed-Upon Procedures engagement (See OSA’s guide for AUP’s).



DECISION TREE:
DETERMINING WHETHER AN ENTITY
NEEDS A FINANCIAL AUDIT AND A STATE COMPLIANCE AUDIT, OR 
AN AGREED-UPON PROCEDURES ENGAGEMENT



1. Is the entity a county, a municipality, a local or special service district, or an interlocal agreement entity?
	  Yes – Continue to #3 below 
	 	No – Nonprofit organizations (other than charter schools) continue to table on next page.  Nonoperating charter schools continue to #5 below.  All others continue to #2 below.



2. Is the entity a school district or an operating charter school (including those organized as nonprofits)?  
	  Yes – Stop! Both a financial audit and a state compliance audit are required to be performed and submitted to the Office of the Utah State Auditor (OSA).
	 	No – Neither an agreed-upon procedures engagement, a financial audit, nor a state compliance audit are required by the State of Utah.* 



3. Are total annual revenues or expenditures of all funds less than $750,000?
	  Yes – Continue 
	 	No – Stop!  Both a financial audit and a state compliance audit are required to be performed and submitted to the OSA.



4. Are total annual revenues or expenditures of all funds greater than $350,000?
	  Yes – Continue 
	 	No – Stop!  Neither an agreed-upon procedures engagement, a financial audit, nor a state compliance audit are required by the State of Utah.*
However, the entity must complete:
· OSA Self-Evaluation Form (option 1), and
· OSA Online Financial Survey (option 2)
at reporting.auditor.utah.gov 



5. Are either a financial audit or a state compliance audit required by an external party (i.e. bond/debt covenants)?
	  Yes – Stop!   Both a financial audit and a state compliance audit are required to be performed and submitted to the OSA.
	  No – Stop!  An agreed-upon procedures engagement is required.*  Also, the entity must complete the OSA Online Financial Survey (option 2) at reporting.auditor.utah.gov.  NOTE: A non-operating charter school may submit an AFR in place of the OSA Online Financial Survey.



* An entity may decide to have a financial audit and a state compliance audit even if not required as outlined above.  If an audit is performed, the State Compliance Audit is also required.

A COMPLETE LIST OF THE CURRENT REPORTING REQUIREMENTS CAN BE FOUND ON THE OSA WEBSITE AT:  http://auditor.utah.gov/local-government-2/publications/reporting-requirements/


REPORTING REQUIREMENTS FOR
NONPROFIT ORGANIZATIONS


Reporting requirements for Nonprofit organizations are based on the total amount of federal, state, or local awards received or expended, rather than on annual revenues and expenditures as are local government entities.  Nonprofit organizations have the reporting requirements listed in the following table.


	Total amount of 
federal, state, or local awards
received or expended
	Document Required to be Submitted

	Less than $25,000
	No reporting requirements

	Between $25,000 and $100,000
	IRS Form 990 or Online Financial Survey *
The financial survey serves as the required financial report of the entity.

	Between $100,000 and $350,000
	Financial Report Compilation *
Completed by an independent CPA firm.

	Between $350,000 and $750,000
	Financial Statement Review *
Completed by an independent CPA firm.

	Greater than $750,000
	Financial Audit and Chapter 3 of State Compliance Audit Guide



All reports are due 180 days after year end.  
Reports are to be submitted to the Office of the State Auditor website at reporting.auditor.utah.gov, Option 1 or 2.

* A nonprofit organization may decide to have a financial audit and a state compliance audit even if not required as outlined above.  If an audit is performed, Chapter 3 of the State Compliance Audit Guide should be followed.


Components of the AUDIT REPORTING PACKAGE:

Financial Statement Report:
· Audited Financial Statements that include the Independent Auditor’s Report
· Independent Auditor’s Report on Internal Control over Financial Reporting and on Compliance and Other Matters Based on an Audit of Financial Statements Performed in Accordance with Government Auditing Standards (also known as a Yellow Book report).  (NOTE:  This report is not required for nonprofits other than charter schools.) 
State Compliance Audit Report:
· Schedule of Expenditures of State Awards (if greater than $750,000 of state awards was expended)
· Independent Auditor’s Report in Accordance with the State Compliance Audit Guide on:
· Compliance with General State Compliance Requirements
· Compliance for Each Major State Program
· Internal Control over Compliance
· Schedule of Expenditures of State Awards
OMB Circular A-133 Audit Report (If greater than $500,000 (or $750,000 for periods beginning on or after December 26, 2014) of federal awards was expended):
· Schedule of Expenditures of Federal Awards and accompanying notes
· Independent Auditors Report on Compliance with Requirements That Could Have a Direct and Material Effect on Each Major Program and Internal Control Over Compliance in Accordance with OMB Circular A-133
· Independent Auditors Report on the Schedule of Expenditures of Federal Awards
Report on Findings and Recommendations:
The auditor may include the findings and recommendations with the above reports or issue them in a separate management letter which should then be referenced in the above reports. The report should include:
· [bookmark: _GoBack]Written findings and recommendations relative to the internal control over financial reporting, compliance with laws and regulations, as applicable, adherence to generally accepted accounting principles, and efficiency of operations. 
· Management’s Response


Reports prepared by entity:
· Financial Certification (not required for nonprofits other than charter schools)
· Impact Fee Report, if applicable

 All the above reports should be submitted to
the Office of the Utah State Auditor website at:
reporting.auditor.utah.gov

In addition, all entities, except LEAs, must submit the following:
· Financial data, including year-end balance sheet information, mapped to the OSA’s Uniform Chart of Accounts to transparent.utah.gov

Reports are due 180 days after the entity’s year end.
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