Important Audit Information for School Districts

The State Committee for School District Audits recommends that districts consider changing auditors every 3 to 5 years. Districts can find a list of auditors licensed to perform audits in the Commonwealth of Kentucky at the website of the Kentucky State Board of Accountancy, www.cpa.ky.gov.  The Kentucky Department of Education (KDE) has provided a listing of auditors that performed school district audits for the previous years and the estimated audit costs at the following KDE website http://www.education.ky.gov/kde/administrative+resources/finance+and+funding/school+finance/financial+information/financial+audits/financial+audit+contracts+information.htm . 
Some items to consider when choosing a new auditor:

· Prepare a Request for Proposals and obtain bids from firms to perform the audit.

· Choose a firm that is in good standing with Kentucky State Board of Accountancy. The board can report if the firm has had any complaints or actions against the firm.
· Obtain the firm’s two most recent peer review reports along with any letters of comment.
· Obtain the Auditor of Public Accounts’ (APA) reviews of prior school district audits the firm has performed and determine if the firm has had any substandard or technically deficient reviews. This information can be obtained at the Auditor of Public Accounts’ website, http://www.auditor.ky.gov/Public/Audit_Reports/AuditsListing.asp or from KDE.
· Obtain KDE reviews of prior school district audits the firm has performed. 

· Choose a firm that has experience performing governmental (Yellow Book) audits, OMB Circular A-133 audits and school district audits. Determine how much experience the firm has in performing these types of audits by requiring firms to provide a list of governmental, A-133 and school district audit clients.

· Inquire if the firm or its personnel has some type of certification or credential in governmental accounting or auditing.
· Consider firms’ memberships, such as the American Institute of Certified Public Accountants, the Kentucky Society of Certified Public Accountants, the Association of Governmental Accountants, and other professional organizations.
· Consider if the size of the firm will allow it to complete the audit timely, especially if it is performing other school district audits.

· Ask KDE if an auditor has routinely submitted school district audit reports past the deadline without an approved audit extension.

· Ask KDE for any other information we may have for the audit firm you are considering. We are eager to assist you as you seek to obtain a quality audit for your district.

Below is a listing of helpful websites with valuable information:

· Audit Contract – KDE webpage http://www.education.ky.gov/kde/administrative+resources/finance+and+funding/school+finance/financial+information/financial+audits/financial+audit+contracts+information.htm
·  Frequently Asked Audit Questions – KDE webpage http://www.education.ky.gov/KDE/Administrative+Resources/Finance+and+Funding/School+Finance/Financial+Information/Financial+Audits/Frequently+Asked+Audit+Questions.htm
· Finance Newsletters – KDE webpage http://www.education.ky.gov/kde/administrative+resources/finance+and+funding/school+finance/financial+information/finance+newsletter.htm
· District Payment Registers – KDE webpage (FY 2012 registers will be available in July 2012) http://www.education.ky.gov/KDE/Administrative+Resources/Finance+and+Funding/School+Finance/Financial+Information/Financial+Audits/District+Payment+Registers.htm
· On Behalf Payments Information – KDE webpage http://www.education.ky.gov/kde/administrative+resources/finance+and+funding/school+finance/financial+information/on+behalf+payments.htm
· Fiscal Year 2010-2011 Audit Reports – KDE webpage http://www.education.ky.gov/KDE/Administrative+Resources/Finance+and+Funding/School+Finance/Financial+Information/Financial+Audits/Financial+Audits+for+School+Districts+FY+2010-2011/
· APA’s A-133 Desk Reviews – APA webpage http://www.auditor.ky.gov/Public/Audit_Reports/Archive/2010EducationA-133DeskReviewsaup.pdf
· GASB 54 Information – KDE webpage http://www.education.ky.gov/KDE/Administrative+Resources/Finance+and+Funding/School+Finance/Financial+Information/Chart+of+Accounts.htmc 
On behalf payments for Health insurance, Health Reimbursement Account (HRA), Life Insurance, Administrative Fee, Vocational Education (Voc Ed), and Kentucky Teachers’ Retirement System (KTRS) must be recorded in both the unaudited Annual Financial Report (AFR) due to KDE on July 25th and the audited AFR due to KDE on November 15th.   KDE strongly encourages districts to also record the Technology and Debt Service On Behalf Payments in the FY 2012 AFRs.  In FY 2013, these on behalf payments will be required to be recorded in the district’s AFRs the same as the other on behalf payments.  Please refer to the On Behalf Payment webpage link above for coding information.

Neither the school activity fund nor any individual activity account may end or begin the fiscal year with a deficit balance.

The district shall record all audit adjustments.  The district’s finance officer and auditor shall compare and confirm that the district’s audited AFR, Balance Sheet and audit report agree.  During KDE’s FY 2011 Audit Review of districts’ MUNIS Reports and audit reports several classification differences were identified between the reports.  For example, a district recorded $50,000 in the Balance Sheet, General Fund, as Committed Fund Balance and the auditor recorded it as Restricted Fund Balance.
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