May/June Finance Newsletter 2019
CHANGE: Current Year Beginning Balances and Prior Year Ending Balances and the Audited submission
KDE is changing the current year beginning balance and prior year ending balances in the unaudited and audited AFR. In the past we checked funds 1, 2x, 310, 320, 360 and 5x. Beginning in the 2018 – 2019 unaudited AFR submission we will narrow this to fund 51 only.  We are moving this check to the working budget for all funds indicated above. During the unaudited AFR submission it will remain a note. During the audited Annual Financial Report (AFR) submission the Kentucky Department of Education (KDE) is checking each district’s current year beginning balances object starting 0999 with the alpha character (as indicated below in the chart, a new requirement) for July 1, 20xx and comparing the amounts to the prior year ending balance for June 30, 20xx in the AFR Balance Sheet. 
If the amounts do not match your district submission in the audited AFR submission your submission will be set to a “pending” status and the district will need to work with a KDE staff person to work out the differences.  The AFR BS totals the balance from prior year by fund for the object codes listed below.  Below is a chart that will help you to see how we test your files for the “pending” status.
	Fiscal year type: CY = current collection; PY = prior year's data
	Source
	Fund code
	Object code
	type of object code
	Our Guidance: Fiscal YE Processing, BGL-2, and appendix D

	CY
	AFR
	51
	0999R
	revenue
	

	PY
	AFR BS
	51
	8739
	balance sheet
	Restricted

	CY
	AFR
	51
	0999U
	revenue
	

	PY
	AFR BS
	51
	8712
	balance sheet
	Unrestricted



Fidelity (Performance) Bonds 
The Fidelity (Performance)  Bond information for Fiscal Year 2019-2020  is due to the Kentucky Department of Education (KDE) by July 1, through the SEEK Application “Fidelity Bond” web form, and is required to be approved by the Commissioner of Education. The Exposure Calculation Report for FY 2019-2020 was posted to our website in March 2019. 
Please refer to the “Bonds” webpage under the “Fidelity (Performance) Bond” section for all forms, instructions and reports: 
Bonds 
If, during the fiscal year, your district needs to make changes to the Fidelity Bond information that has already been approved by KDE, and have any questions, please contact Jackie Chism at 502-564-3846, extension # 4445 (Jackie.chism@education.ky.gov), or Gail Cox at 502-564-3846, extension # 4462 (Gail.cox@education.ky.gov). 
Bond of Depository 
The Bond of Depository information for Fiscal Year 2019-2020 is due to the Kentucky Department of Education (KDE) by July 1, through the SEEK Application, “Depository Bond” web form every fiscal year, and is required to be approved by the Commissioner of Education. The Division of District Support has provided a worksheet on the bonds website for you to use to help calculate the Penal Sum. Each district will need to make adjustments to their “Bond of Depository” Penal Sum and Collateral Market Value by July 1. Even if there are no changes to the previous FY information, you will need to update the beginning and ending dates and SUBMIT the bond information to KDE through the SEEK Application web form. School districts are to maintain all official hardcopy documentation at the local board of education.  Please refer to the “Bonds” webpage, “Bond of Depository” section for all forms, instructions and reports:  
Bonds 
If, during the fiscal year, you need to make changes to the Bond of Depository information that has already been approved by KDE, and have any questions, please contact Jackie Chism at 502-564-3846, extension # 4445 (Jackie.chism@education.ky.gov), or Gail Cox at 502-564-3846, extension # 4462 (Gail.cox@education.ky.gov).

FY2019 Audit Contract and Audit Acceptance Statement Web Form 
The audit contract requirements and documents for FY2018-2019 are now available for review on the KDE Financial Audit Contract Information website. A few important items to note: 
• The Audit Acceptance Statement document is a web form and should be submitted through the KDE SharePoint web form process. This process also includes the justification section for using the same auditor/audit firm for five consecutive years. The Audit Acceptance Statement Submission Process instructions are located on the Financial Audit Contract Information website. 

The following FY2019 items are due to the Kentucky Department of Education (KDE) on or before May 28, 2019: 
• Audit Acceptance Statement web form electronic data
• Latest peer review report 
• And, if applicable, the letter of response and AICPA Peer Review Committee letter 

The State Committee for School District Audits (SCSDA) is scheduled to meet to consider approval of the audit contracts on Thursday, June 20th.  Factors that could affect the contract approval process include the auditor’s latest peer review rating and the audit contract’s estimated cost. Once the audit contracts have been approved by SCSDA and the State Committee Chair has signed the contracts, the DFMB will notify each district and auditor via email.  Notification will also be included in the Commissioner’s Monday Message.  Please note the signed audit contracts will no longer be available on the KDE website, but a district can obtain a copy by contacting any member of the DFMB.  Please remember that an audit contract is not official until all of the required signatures are on the contract. 

Please forward FY2019 audit contract and Audit Acceptance Statement web form questions to Gail Cox at gail.cox@education.ky.gov, or (502) 564-3846, ext. 4462, or Becky Walsh at becky.walsh@education.ky.gov , or (502) 564-3846, ext. 4410.

National Board Certification Salary Reimbursement Program Application due May 1 
May 1 is the deadline to submit salary supplement reimbursement applications for National Board Certified Teachers. To review the application process, frequently asked questions, previous year’s NBC salary Supplement Reimbursements and current law, please visit the National Board Certification Salary Reimbursement section of the School District Personnel Information web page.
KDE encourages all applications to be submitted by email to Jana Cox at jana.cox@education.ky.gov .

Proprietary Funds 5x change how Inventories are reported
The Kentucky Department of Education (KDE) had many districts ask for the ability to report their inventories in an object code other than 8712 and 8739.  We did some research and found that the National Center of Educational Statistics had some guidance in the 2014 edition of the National Center for Education Statistics (NCES) handbook Financial Accounting for State and Local School Systems.  Financial Accounting for Local and State School Systems 2014
Their guidance: Accounting for Commodities. School districts that receive federal commodities during the year should recognize the fair value as revenue in the period when all eligibility requirements are met—typically, when the commodities are received; see Guide to Implementation of GASB Statement 34 and Related Pronouncements: Questions and Answers, Q. 152 (GASB 2001) or Comprehensive Implementation Guide—2012—2013: Questions and Answers, Q. 2.20.4 (GASB 2012b). Because the federal agricultural commodity program involves purpose restrictions on the use of the resources, the value of inventory remaining on hand at fiscal year-end should be reflected as non-spendable fund balance/restriction of net position (Statement 33, Paragraph 14, as amended by Statement 63). However, there may be instances in which resources are transmitted before the eligibility requirements are met. These resources would be reflected by the recipient as a liability.
Below are examples of entries if a district meets all eligibility requirements (referenced above as inventory remaining on hand at fiscal year-end should be reflected as non-spendable fund balance): 
	ORG/OBJECT
	Object Code title
	 Debit
	Credit

	51-6171
	Inventories For Consumption
	$$
	

	51-8722
	Non-Spendable Inventories
	
	$$



Below are examples of entries if a district does not meet all eligibility requirements (referenced above as resources transmitted before the eligibility requirements are met. These resources would be reflected by the recipient as a liability): 
	ORG/OBJECT
	Object Code title
	 Debit
	Credit

	51-6171
	Inventories For Consumption
	$$
	

	51-7481
	Advances from Grantors
	
	$$


COA Balance Sheet Object Codes changes in red (if no red the description remains the same):
6171 - Inventories for Consumption the cost of supplies and materials on hand not yet distributed to requesting units.
7481 - Advances from Grantors Revenue that is considered a liability until it becomes relevant to the business at hand, such as a payment received for work that has not yet been performed. Or food commodities received by the districts before the eligibility requirements are met.
8720 - Non-Spendable Fund Balance The non-spendable fund balance classification includes amounts that cannot be spent because they are either (a) not in spendable form or (b) legally or contractually required to be maintained intact. This would include items not expected to be converted to cash including inventories and prepaid amounts. It may also include the long-term amount of loans and receivables, as well as property acquired for resale and the corpus (principal) of a permanent fund. This is not an appropriate classification for proprietary funds. (KY does not use a Permanent Fund) 
8722 - Non-spendable - Inventories For example food commodities.

Tentative Budget Due May 30
Just a reminder that the Tentative Budget is due to KDE by May 30.  The window will open May 16, 2019.

Transportation Forms Due
The Kentucky School for the Deaf and Blind Daily and Resident Trips are due May 31, 2019. Please email them to Carol Buell at carol.buell@education.ky.gov
The Transportation Adjustment End of Year Report and the Vocational Transportation (VT-2 Form), are due June 30, 2019. These should be submitted to KDE through the SEEK District Data Submission website.
Report problems accessing the web based forms to your district technology staff and make sure permissions are set up correctly. Emails for any questions for these processes can be sent to:  Transportation.reports@education.ky.gov

Unaudited AFR and Balance Sheet Submission Changes for 2019 UPDATE
The Unaudited AFR and Balance Sheet Submission Error/Note Guide for 2019 will be updated on the web by July 1, 2019 and posted to the following page:
Munis Guides selection change to General Ledger Year End and then Unaudited AFR and Balance Sheet Guide   (Change the link to General Ledger Year End and then select the Unaudited AFR Submission Guide 2018)
New Errors and Notes:
Update: (added the P to all of the pension liability codes.) #14 Fund 51 does not balance Fund 51 records a pension liability that we will be checking to assure that the balances reported in the AFR Balance Sheet are balanced.  The balance sheet object codes in 6400, 6400P, 7476, 7476P, 7541, 7541P, 7700, 7700P and 8737P will be totaled.  If it does not balance to zero are within -/+ 25 the districts will receive a note. Then all balance sheet object codes not in 6400, 6400P, 7476, 7476P, 7541, 7541P, 7700, 7700P and 8737P will be totaled. If it does not balance to zero are within -/+ 25 your district will receive a note.  In the unaudited it will be a note and change to an error in the Audited AFR submission.
Update: totally changed this check.) #30 No funds are allowed to use 0999 as a standalone. All funds must use 0999N, 0999R, 0999C, 0999A or 0999U. (Fund 5X and balance sheet object code 8712 will move to AFR object code 0999U but can also use 0999R.)   It is a note for the unaudited but will be an error in the Audited AFR submission.
#31 Object 0960 is in functions other than 2311 or 5xxx Expenditure object code can only be used in functions 2311 or 5xxx if reported in any other function it will be a note in the unaudited AFR submission and an error in the audited AFR.
NEW:

The following check boxes have been removed: 

Bond Debt KISTA Energy (replaced by #28 on behalf expenditures and #29 on behalf revenues)
Bond Debt SFCC On Behalf (replaced by #28 on behalf expenditures and #29 on behalf revenues)

REMINDER:  There are a few ERROR checks that we have changed to go to “Pending”.  Read the emails sent to your district via the submission process and look for the word “pending” within in it. Before the submission process can be completed a KDE staff person has to resolve the “Pending” status with your district by either denying or approving the submission. We recommend you to review the “Pending” statement, read the Unaudited AFR submission guide and then send an email to the finance.reports@education.ky.gov with an explanation for your status.

Questions and concerns regarding the unaudited AFR and balance sheet submission process can be directed to: Carol Buell, carol.buell@education.ky.gov ext. 4438 or Karen Conway, karen.conway@education.ky.gov ext. 4435 and both can be contacted at 502.564.3846.
Will your district use Instructional Levels (IL) for Preschool and Kindergarten expenditures?
The Kentucky Department of Education (KDE) and the Office of Education and Accountability (OEA) reviews and reports on all expenditures reported by Kentucky school districts. KDE is often asked what is spent on preschool and kindergarten as reported in the districts’ annual financial report (AFR).  OEA took this a little further and did a study that reported on instructional 11 for preschool and instructional level 12 for kindergarten and presented it to the legislature. From their study it was found Kentucky districts are not adequately reporting the expenditures for preschool and kindergarten. If these ILs are within the elementary school building the costs need to be reflected separately within the elementary school.
During recent submissions of the working and tentative budget we looked at what budgeted expenditures were reported by districts for each IL and there were many districts that did not report preschool OR kindergarten IL codes in their data submission. If this occurs in the submission of the 2018/2019 unaudited or audited AFR, districts will receive a note for each IL not found in the financial data. 
What may seem the simplest or quickest is not always the best when reporting expenditures for these ILs that are in the same building using one IL code when in fact you may have multiple IL within it.  A district may have reported kindergarten under a different IL like 10 for elementary or 13 for Primary (P1 – P4) because the kindergarten program was in the elementary school.  Although the district could possibly show a cost for kindergarten level by some other reporting method adapted by the district, KDE or OEA would not be able to report it since we are using IL code 12 for kindergarten and the same for IL code 11 for preschool.
KDE is recommending that each district review the preschool and kindergarten expenditures to see if the amounts being reported from Munis in using IL code 11 for preschool and IL code 12 for kindergarten are reporting the actual cost of these two IL codes.   After the review, if your amounts are lower than what your district is spending then look at some of the following:  
1. Are you using the right ORG with the right IL codes?
2. Is the location code that has an elementary status reporting all expenditures under IL code to 10 when you have kindergarten and preschool in the same building? 
3.  If one location code has preschool, elementary and middle school together then the preschool and the kindergarten will need to be broken out from how it is currently being reported in that location code if it is housed at the same location. Choose ORGs that will correct this reporting.
Any comments, requests or suggestions for this reporting can be emailed to finance.reports@education.ky.gov 

