School District’s Fiscal Year 2014 Financial Audit Contract

The State Committee for School District Audits (SCSDA) has approved the Fiscal Year 2013-2014 Audit Contract located at the following KDE web page link: http://education.ky.gov/districts/FinRept/Pages/District-Financial-Audit-Contracts.aspx.  Although the majority of the audit contract remains the same, there are some important changes and new information in the contract and supporting documents.  The changes to the audit contract and supporting documents are noted in red type within the Fiscal Year 2013-2014 Audit Contract package.  In addition, the following items have been highlighted for your convenience and as reminders:

1. The Auditor Alert section included in the contract package consists of high risk areas that auditors should consider when conducting a school district’s annual financial audit.  

2. An auditor’s contract will not be approved by the SCSDA if the auditor’s peer review has a fail rating without evidence of appropriate corrective action.

3. The SCSDA recommends an audit firm rotation once every five years as a best practice.  After five consecutive fiscal years, if there is no audit firm rotation the district shall provide a written explanation justifying why the district continues to use the same auditor.  The written explanation shall be provided to KDE along with the audit contract on or before May 28, 2014.
4. The local board of education does not have a valid audit contract with the auditor until SCSDA approves and the SCSDA Chair signs the contract.

5. One original signed FY 2013-2014 Audit Contract and Audit Acceptance Statement signed in blue ink, the auditor’s most recent peer review report, any letter of response and KSCPA Peer Review Committee letter are due to the Kentucky Department of Education (KDE) by close of business on May 28, 2014.
6. 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 to the financial statements. The on-behalf payment amounts need to be included in the initial unaudited Annual Financial Report (AFR) that is due to KDE by July 25, 2014 in accordance with KRS 157.060 and the final audited AFR that is due to KDE by November 15, 2014.  As a reminder, starting in FY2012-2013, Debt Service and Technology On Behalf Payments are required to be recorded in the district’s MUNIS financial system - AFR and independent financial audit report. The following KDE web page link may be used by districts to obtain and record on behalf payments amounts on a monthly basis.  http://education.ky.gov/districts/FinRept/Pages/On-Behalf-Payments-Information.aspx 
7. The final audited Annual Financial Report and Balance Sheet shall be submitted to KDE 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 KDE.  It is also required that the audited Annual Financial Report and Balance Sheet be in agreement with the audit report.

8. The independent Financial Audit reports are due to KDE by close of business on November 15, 2014. If the audit cannot be completed by the deadline, the auditor shall submit an Audit Extension Request form, fully completed by both the auditor and the district, to KDE by October 1, 2014. The form is provided in Appendix I.

9. The School District shall submit the Statement of Certification to KDE by November 15, 2014 in order to ensure all audit adjustments have been entered into MUNIS and an audited Annual Financial Report and Balance Sheet are in agreement with the audit report that will be submitted to KDE. The Statement of Certification is located on the last page of the audit contract package.  Discrepancies between the district’s MUNIS data and audit report identified during the KDE Audit Analysis Review may result in the district and/or auditor having to correct the discrepancies.
10. The following reminders are included in the contract to assist the auditor:  

· In the Independent Auditor’s Contract, Section V. A. SUPPLEMENTAL AGREEMENTS, the scope of the audit may be increased or decreased by written supplemental agreement of the BOARD and ACCOUNTANT if the reasons for the increase or decrease have first been reported in writing by the 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.

· The auditor must comply with all applicable standards, including GASB 54, GASB 63 and the clarity standards. 
· If there were no control deficiency findings or no management letter comments to report, then the auditor shall submit to KDE an email or letter stating that there were no control deficiency findings or no management letter comments to report.
· If the contracted CPA firm changes names or merges with another firm, it is the firm’s responsibility to inform the local board of the name change and to inform the SCSDA through KDE.

· Auditors shall provide their most recent peer review report, any letter of response and KSCPA Peer Review Committee letter to the local board and a copy of these documents shall be submitted to KDE with each audit contract. Audit contracts submitted without the required peer review report, letter of response and KSCPA Peer Review Committee letter will not be approved by SCSDA.

· KDE has contracted with the Auditor of Public Accounts (APA) to perform detailed A-133 desk reviews of the school district audit reports. Auditors shall correct unacceptable and technically deficient audit reports and submit the electronic revised and signed audit reports within thirty (30) days of being notified by KDE.

· If an audit report needs to be reissued and resubmitted, for whatever reason, it shall be reissued in accordance with current auditing standards. The entire audit report shall be resubmitted to the local board, KDE and all other parties to whom the original audit report was submitted. Individual audit report pages will not be accepted. The auditor shall submit the electronic revised and signed audit report to KDE within the timeframe designated by KDE.  No hard copy of the revised audit report is required to be submitted to KDE.
· No school activity fund or individual activity account shall end or begin the fiscal year with a deficit balance.

· Donated Commodities shall be included in the proprietary fund financial statements and it is strongly encouraged that they be stated as a separate line item. Donated Commodities shall be stated separately as part of the nutrition cluster on the Schedule of Expenditures of Federal Awards (SEFA) and fully disclosed in the Notes to the SEFA. Donated Commodities shall also be reported in the audited AFR.

If you have questions regarding the contract, please contact Ken Smith at 502-564-3846, extension 4442 or Melissa Sullivan at 502-564-3846, extension 4415 or via email at Ken.Smith@education.ky.gov or Melissa.Sullivan@education.ky.gov.
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