(Test-Report Comp With Law-Reg.doc)
Rev. 09/30/10

(Rev. 9/2016)

	 

	

	TESTING AND REPORTING ON COMPLIANCE WITH LAWS AND REGULATIONS

	
	For the Year Ended September 30,
	 
	 

	

	Prepared by:
	
	
	Date prepared:
	

	

	Introduction

	

	Government Auditing Standards (Yellow Book) states that, "Auditors should design the audit to provide reasonable assurance that the financial statements are free of material misstatements resulting from violations of laws and regulations that have a direct and material effect on the determination of financial statement amount.  To meet that requirement, auditors should have an understanding of internal controls relevant to financial statement assertions affected by those laws and regulations."

	

	Violations of laws and regulations having a direct and material effect are called "material instances of noncompliance."  Material instances of noncompliance are reported in the Report on Internal Control Over Financial Reporting and on Compliance and Other Matters Based on an Audit of the Financial Statements.  Noncompliance is considered to have a direct and material effect on the financial statements when noncompliance causes material misstatements in the financial statement amounts.

	
	

	The Yellow Book requires the auditor to perform the following audit procedures in respect to testing and reporting on compliance with certain laws and regulations:

	

	1.
	Identify:

	

	
	A.
	Laws and regulations having potentially direct and material effect.

	

	
	B.
	Controls, if any, that prevent or detect noncompliance.

	

	2.
	Assess control risk:

	

	
	Evaluating the effectiveness of an entity's internal control structure policies and procedures in preventing or detecting noncompliance.

	
	

	3.
	Test:

	

	
	A.
	Controls, if assessed below maximum.

	

	
	B.
	Compliance (if controls are effective, reduce extent of compliance tests).

	

	The following instances of noncompliance with laws and regulations have been identified as potentially having direct and material effects on the financial statements in all counties.  The list, of course, is not all-inclusive.  The auditor, therefore, may identify other laws and regulations not listed herein that in his/her professional judgment should be tested for compliance.

	

	
	Illegal investments

	
	Violations of taxing and debt limitations

	
	Violations of restricted tax levies

	
	Violations of restricted intergovernmental revenues

	
	Improper collection and settlement of ad valorem property taxes  (Includes collections from illegal levies)


	AUDIT PROCEDURES

	

	Each instance of noncompliance has four audit step procedures.  Step 1 requires you to identify any control policies and procedures that you consider effective in preventing or detecting noncompliance.  Step 2 requires you to make a preliminary risk assessment based on your identification of control policies and procedures listed under Step 1.  If your preliminary control risk assessment is high, you will skip Step 3 because control tests will not be performed.  Control risk may be assessed high for either of the following two reasons:

	

	1.
	Controls, if any, are deemed not effective in preventing or detecting noncompliance.

	

	2.
	It is more efficient to test strictly for compliance.

	

	ILLEGAL INVESTMENTS

	

	1.
	List below any control policies and procedures that you consider effective in preventing or detecting noncompliance:

	

	
	

	

	

	

	

	

	2.
	Document below your preliminary control risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	

	

	3.
	Based on results of control tests performed, document below your final risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	
	
	N/A

	

	
	
	
	Test of controls W/P reference.

	

	4.
	Based on the results of compliance tests performed, document below your opinion as to whether the county complied, in all material respects, with the provisions of the law.

	

	
	
	
	Test of compliance W/P reference.

	

	
	

	

	

	


	VIOLATIONS OF TAXING AND DEBT LIMITATIONS

	

	1.
	List below any control policies and procedures that you consider effective in preventing or detecting noncompliance:

	

	
	

	

	

	

	

	

	2.
	Document below your preliminary control risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	

	

	3.
	Based on results of control tests performed, document below your final risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	
	
	N/A

	

	
	
	
	Test of controls W/P reference.

	

	4.
	Based on the results of compliance tests performed, document below your opinion as to whether the county complied, in all material respects, with the provisions of the law.

	

	
	
	
	Test of compliance W/P reference.

	

	
	

	

	

	

	

	

	

	

	

	

	


	VIOLATIONS OF RESTRICTED TAX LEVIES

	

	1.
	List below any control policies and procedures that you consider effective in preventing or detecting noncompliance:

	

	
	

	

	

	

	

	

	2.
	Document below your preliminary control risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	

	

	3.
	Based on results of control tests performed, document below your final risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	
	
	N/A

	

	
	
	
	Test of controls W/P reference.

	

	4.
	Based on the results of compliance tests performed, document below your opinion as to whether the county complied, in all material respects, with the provisions of the law.

	

	
	
	
	Test of compliance W/P reference.

	

	
	

	

	

	

	

	

	

	

	

	

	


	VIOLATIONS OF RESTRICTED INTERGOVERNMENTAL REVENUES

	

	1.
	List below any control policies and procedures that you consider effective in preventing or detecting noncompliance:

	

	
	

	

	

	

	

	

	2.
	Document below your preliminary control risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	

	

	3.
	Based on results of control tests performed, document below your final risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	
	
	N/A

	

	
	
	
	Test of controls W/P reference.

	

	4.
	Based on the results of compliance tests performed, document below your opinion as to whether the county complied, in all material respects, with the provisions of the law.

	

	
	
	
	Test of compliance W/P reference.

	

	
	

	

	

	

	

	

	

	

	

	

	


	IMPROPER COLLECTION AND SETTLEMENT OF AD VALOREM PROPERTY TAX

	

	1.
	List below any control policies and procedures that you consider effective in preventing or detecting noncompliance:

	

	
	

	

	

	

	

	

	2.
	Document below your preliminary control risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	

	

	3.
	Based on results of control tests performed, document below your final risk assessment.

	

	
	
	
	High
	
	
	Medium
	
	
	Low
	
	
	N/A

	

	
	
	
	Test of controls W/P reference.

	

	4.
	Based on the results of compliance tests performed, document below your opinion as to whether the county complied, in all material respects, with the provisions of the law.

	

	
	
	
	Test of compliance W/P reference.

	

	
	

	

	

	

	

	







