School District’s Fiscal Year 2011 Financial Audit Contract
The State Committee for School District Audits has approved the attached fiscal year 2010-2011 Audit Contract. As a reminder, the FY 2010-2011 audit contracts are due to KDE’s Division of District Support on May 28th and districts are to submit to the Division of District Support the initial Annual Financial Report and Balance Sheet by July 25th in accordance with KRS 157.060. The final Annual Financial Report and Balance Sheet should be submitted to the Division of District Support upon completion of the audit. It is important that audit work be scheduled as efficiently as possible so that timely submission is made of all reports to the Department of Education. It is also important that the Annual Financial Report and Balance Sheet be in agreement with the audit report.

The layouts of the audit contract and requirement documents have changed; however, the majority of the content is still the same. There have been some changes to the contract and these changes are noted in red type within the attached fiscal year 2010-2011 Audit Contract, along with the following highlights:

1. Two (2) original signed Audit Contracts and Audit Acceptance Statements are due to KDE by close of business on May, 28, 2011.

2. On-behalf payments should be coded accurately in the MUNIS accounting system so they are properly displayed in the audit report and fully disclosed in the notes of the financial statements. The on-behalf payment amounts need to be included in the unaudited Annual Financial Report (AFR) that is due to KDE by July 25, 2011 and the audited AFR that is due to KDE by November 15, 2011.  The following KDE web page link may be used by districts to record on behalf payments on a monthly basis.

http://www.education.ky.gov/kde/administrative+resources/finance+and+funding/school+finance/financial+information/on+behalf+payments.htm
3. Audit reports are due to the Division of District Support, Kentucky Department of Education, by close of business on November 15, 2011. If the audit cannot be completed by the deadline, the auditor shall submit an Audit Extension Request form, fully completed by both auditor and the district, to KDE by October 1, 2011. The form is provided in Appendix III.

4. The School District shall submit the Statement of Certification to ensure all audit adjustments have been entered into MUNIS and an Annual Financial Report and Balance Sheet are in agreement with the audit report that will be transferred to KDE.
5. The following reminders are included in the contract to assist the auditor:  

· In Independent Auditor’s Contract, Section V. A. SUPPLEMENT AGREEMENTS was revised to reiterate that the scope of the audit may be increased or decreased by written supplemental agreement of BOARD and ACCOUNTANT if the reasons for the increase or decrease have first been reported in writing by ACCOUNTANT to COMMITTEE. The audit fee may be adjusted for the increase or decrease in the scope of the audit in accordance with Section IV.C. COMPENSATION.

· In Appendix I, General Audit Requirement, number 21 was added last year and has been added this year to remind the auditor of the fund balance reporting requirements of GASB 54.  

· In Appendix III, State Audit Requirements, number 11. Z. Specific State Statute and Regulation Compliance Items has been expanded to remind the auditor of the sick leave reporting requirements.

If you have questions regarding the contract, please contact Jeff Coulter, Kem Delaney-Ellis or Ken Smith, at 502-564-3846 or via email at Jeff.Coulter@educatio.ky.gov ,   Kem.Delaney-Ellis@education.ky.gov or Ken.Smith@education.ky.gov.

