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INSTRUCTION




	Tony Evers, PhD, State Superintendent



Date:

July 2, 2012
To:

School District Auditors
From:

Gene Fornecker, Brian Kahl
Subject:
Information required for 2011-2012 School District Audits
Auditor Mailings

It is imperative that all district auditors subscribe to the Auditor listserv in order to receive all communications.  To subscribe to the auditor listserv go to the following website http://www.dpi.state.wi.us/sfs/auditor_break.html 
School Finance Reporting Portal (SAFR) Access
Any change in the districts you are contracted to audit should be communicated to one of the School Finance Auditors so that the appropriate authorization to SAFR data and reports can be granted.

State Audit Programs
State audit programs have been updated for the 2011-2012 fiscal year. Please download the newest version of these audit programs for the current audits. State audit programs are available at http://www.dpi.state.wi.us/sfs/fin_audit.html The General Aids Audit program has been modified to reflect the changes made by Wisconsin Act 10 with regard to the Revenue Limit Exemption for Energy Conservation purposes and the allowance of debt service costs for projects financed with long term debt. We have also added a new audit program for Sparsity Aid, State ID 255.212.
Early Retiree Reinsurance Program (ERRP)
The Federal government established a program to incentivize employers to provide early retirees with health insurance benefits. The Early Retiree Reinsurance Program (ERRP) has distributed funds under this program to school districts during the 2010-11 and 2011-12 fiscal years. We have received a determination from the Federal government that these funds are NOT considered federal financial assistance subject to the Single Audit Act. Additional guidance regarding the proper coding of these funds is available at http://www.dpi.wi.gov/sfs/wufaracct_code_ex.html. 
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Exempt Computer Aid

School districts will receive their exempt computer aid payment on July 23 but this amount must be recorded as a receivable (Due from State--715500) and corresponding revenue (Source 691) in Fund 10 in the fiscal year ended June 30, 2012. The amounts per district will be included in the "On Record at DPI" listing as noted above or at http://www.dpi.wi.gov/sfs/pay_aid_info.html 
IDEA Entitlement Allocations
The DPI has posted on its website IDEA Flow-Through and Preschool entitlements by District. 
FY 2011-2012 Entitlement for Flow-Through Funds: http://dpi.wi.gov/sped/xls/fy12flow.xlsx 

FY 2011-2012 Entitlements for Preschool Funds: http://dpi.wi.gov/sped/xls/presch12.xlsx.  Please note that these entitlements are considered district grant awards and should be included on the district’s Schedule of Federal Awards.
Unsettled Employee Contracts
School Districts with unsettled labor contracts may be required to include expenditures in the 2011-12 fiscal year if they have passed the negotiations stage in the bargaining process. Information related to this process is available at http://www.dpi.state.wi.us/sfs/wufaracct_code_ex.html.   
Retroactive Payrolls for Nonrepresented Staff
Some Wisconsin school district unions have not received the required 51% of the votes of all general employees in their respective unions to remain certified.  These general employees are now nonrepresented.  Any payrolls adjustments approved for these nonrepresented employees after the fiscal year-end for 2011-12 should be recorded using the modified accrual basis of accounting.  The modified accrual basis of accounting generally requires expenditures to be recognized when the liability is incurred regardless of the timing of the cash flows.  Any salary and fringe adjustments approved after year-end should be accrued to the proper fiscal year.  
Annual Report Entry Items (On Record at DPI)
The Annual Report Entry Items will be available on our internet website by July 16, 2012. These listings by school district are accessible by entering the DPI School Finance Reporting Portal link at http://www.dpi.state.wi.us/sfs/index.html  and then selecting the district. Click on “Financial Data Home”, “Annual Report”, “2011-2012”, and then select “On Record at DPI" link on the left scan bar. The entries on these pages must be reported on the district's Annual Report. Please verify that these items have been properly recorded and the amounts agree. If amounts do not agree please call the Department for assistance. 
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Online Fraud Reporting 

The Wisconsin Department of Public Instruction has developed a new online fraud reporting mechanism for Wisconsin school districts.  The State Single Audit Guidelines require school district management to report fraud to the granting agency as soon as possible after the discovery of the fraud.  The online fraud reporting mechanism was developed to assist districts in fulfilling this requirement. If you discover that fraud has occurred at the district you are auditing please be sure that the district has reported the fraud to DPI. If not, the State Single Audit Guidelines requires that you as auditor notify us directly. This can be done via email or a phone call. The online fraud reporting application will be available soon.  A listserv message will be sent to both the district and the auditors when the fraud reporting application is available.
Special Education Audit Procedures
Contracted individuals have been added to the PI-1202 staffing report.  You will now see a few extra columns on the No Valid License and Questioned Costs report to indicate whether the individual was a contracted vendor and a column to report the costs paid for their services.  Instead of reviewing the payroll report for these costs, the vendor file will need to be used.  Wisconsin Act 105 opened up more contracted services to be eligible for state categorical aid and grant funding, but the auditor still does not need to make that eligibility determination and only needs to report the actual costs and complete account information on the report.  As in the past, for employees listed on the report as having an invalid license, the salary and benefits and the complete account code charged should be reported by the auditor on the No Valid License.  The same should be done for other employees identified by the auditor as a questioned cost on the section on the bottom of the report. 
There has been an internal DPI change in the processing of the completed No Valid License and Questioned Costs report after they have been submitted.  This does not cause a change in process for the auditors, but note that auditors may see an increase in representation letters to support entries on the No Valid License list.  If a district wants to dispute an entry on the list, the representation letter must be completed and signed by an authorized user of the PI-1202 or district administrator and is then typically forwarded to DPI by the auditor along with the No Valid License spreadsheet.  A sample letter can be found in the special education audit program at: http://www.dpi.state.wi.us/sfs/doc/sped_repltr.doc.  The report and representation letter should be e-mailed to dpisfsreports@dpi.wi.gov by September 21, 2012.  Questions regarding special education no valid license reports should be directed to Michele Tessner at 608-267-9218 or michele.tessner@dpi.wi.gov.  A separate auditor listserv will go out when this report is available. 
The PI-1505 Special Education Annual Report program for reporting 2011-12 expenditures and selected revenues is online and districts have until September 21, 2012 to file this report.  This report is located on each District’s “Financial Data Home” page link within the “School Finance Reporting Portal.”  Auditors do not have access to the report so you will need to request copies from district staff.
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Education Jobs Fund (CFDA 84.410)

Information regarding the Education Jobs Fund including payments made to Districts is available at http://www.recovery.wi.gov/  The WI Department of Administration administers this program; therefore, payments made to school districts will not be reflected on the Aids Register. Additional information regarding this program is also available at http://www.dpi.state.wi.us/sfs/edjobs.html 
Audited Fund Balances Report (Reminder)
The audited fund balances report includes two columns for auditors.  One column is for reporting of fund balances under GAAP (agrees with the audited financial statements) and the other column is for reporting fund balances under regulatory (DPI) reporting (agrees with the district annual report).  In most cases the two columns will be same.
IDEA Indirect Costs
Office of Management and Budget (OMB) Circular A-87 provides that federal programs have the responsibility to bear their fair share of indirect costs.  Local educational agencies (LEAs) are required to have an approved indirect cost rate in effect in order to recover any indirect costs related to federal grants and contracts.  The IDEA claims software computes the indirect cost reimbursement for each district that chooses to claim indirect costs as an expenditure based on this approved rate.  Districts are required to make an adjusting entry to record the IDEA indirect costs in Fund 27.  The correct function is 418000 for this expenditure.  A corresponding transfer entry is required in Fund 10.  Additional account coding guidance can be found at http://dpi.wi.gov/sfs/wufaracct_code_ex.html.  
DWD Special Assessment Interest
The Department of Workforce Development has assessed Wisconsin school districts for interest on a loan the State of Wisconsin made from the Federal Unemployment Trust Fund to cover its excess unemployment costs after its reserves were exhausted.  A payable should be recorded in the “Due to State” balance sheet account for any payments made in the 12-13 fiscal year for interest accruing in 2011-12.  The expenditures should be coded to Function 270000 and object 387.
Food Service Bad Debts
OMB Circular A-87 Bad Debts expenditures are unallowable costs for Federal programs. If a district writes off any uncollectible accounts related to students in Fund 50 which relate to prior fiscal periods they must record an operating transfer from Fund 10 to Fund 50 in the amount of the bad debt. If the district records a bad debt related to meals served in the current fiscal period they should simply abate the uncollectible portion against the related revenue account with no operating transfer being required.
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Employee Benefit Trust Fund Contributions
Department of Public Instruction guidance requires districts to fund contributions within 30 days following June 30th for the fiscal year ending June 30th, 2012.  GASB Statement # 45 establishes standards of accounting and financial reporting for OPEB expenses/expenditures which includes guidance on recognizing expenditures for contributions to the plan.   
Governmental fund financial statements are required to be prepared on the modified accrual basis of accounting.  The amount recognized as OPEB expenditures under the modified accrual basis of accounting should be equal to the amount contributed to the plan or expected to be liquidated with expendable available financial resources.  Contributed to the plan refers to payments during the period.  An amount expected to be liquidated with expendable available financial resources generally refers to an OPEB premium or benefit payment due and payable as of the end of the period that is liquidated after year-end.    
GAAP guidance presented in GASB Statement # 45 would allow a contribution to the plan after year-end.   However, a difference may exist between regulatory and GAAP based financial statements if the contributions are not made within DPI’s required time frame.
Supplement Not Supplant Testing

Information regarding Title 1 Supplement Not Supplant testing requirements is available at http://dpi.wi.gov/titleone/faq.html#sup . Auditor workpaper reviews conducted by DPI have discovered that auditors do not always include documentation for Supplement Not Supplant compliance requirements in their workpapers. Please document your consideration of these requirements when auditing Title 1.

Corrective Action Plans (Reminder)

The corrective action plan prepared to address each audit finding is required to be submitted as part of the reporting package.  The corrective action plans should include the name or names of the contact persons responsible for the corrective action, the corrective action planned, and the anticipated completion date.  DPI needs the corrective action plans to properly resolve the findings reported.  Please provide enough detail of the district’s plan of action to resolve the findings identified. A detailed listing of mitigating controls put in place by the District could be included to help clarify the district’s resolution of the finding.
IDEA Maintenance of Effort 
The following link will take you to an “at-a-glance” guide for reviewing IDEA’s maintenance of effort requirement and possibly utilizing DPI’s web-based MOE reporting tool:  www.dpi.wi.gov/sped/pdf/moe-pocket-guide.pdf.   If you need the auditor user name and password to gain entrance to the special education web portal, please contact michael.dorfman@dpi.wi.gov. 
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Presentation of Budgetary Information

GASB 54 changed the definition of Special Revenue Funds which may require the combining of some special revenue funds with the General Fund or a qualifying special revenue fund for financial reporting purposes. The budgetary information relative to those funds should not be combined in the budgetary comparison schedules. The information in the budgetary comparison schedules should be presented at the level of legally adopted budget for the general fund or major special revenue fund and the budgets should not be combined. The additional revenues and 

expenditures pertaining to the other funds result from perspective differences and should be explained in the reconciliation of budgetary information to generally accepted accounting principle information.
Special Education Tuition (Open Enrollment and Non-Open Enrollment)  
Districts have been encouraged for the FY 2012, and will be required for the FY 2013, to code all open enrollment flat fee amounts to fund 10. This includes the flat rate open enrollment amount for both special education and non-special education students for both open enrollment and non-open enrollment tuition.   Any additional amount for specific services over the flat rate for special education students for both open enrollment and non-open enrollment is still coded to fund 27.  
The Non-special education student flat rate amount is still handled through DPI using the resident district’s state aid entitlement. However, the entire portion of open enrollment costs for special education students, both the flat rate and any additional amounts, is still handled through the two participating districts. DPI does NOT include the special education open enrollment in the state aid adjustments done in June. The districts will still need to invoice and pay for the special education open enrollment flat rate and additional amounts.  
Two documents located on the SFS WUFAR page under “Accounting Issues and Coding Examples” regarding tuition have been updated.  The first document includes definitions and examples for the 430000 series functions for all types of tuition and can be accessed directly at http://www.dpi.state.wi.us/sfs/doc/funct_430.doc.  The second document is specific to special education open enrollment and includes coding examples for all types of funding sources and can be accessed at http://www.dpi.state.wi.us/sfs/doc/open_enrollment_wufar.doc.  For questions regarding special education tuition account coding, please contact Michele Tessner at michele.tessner@dpi.wi.gov or 608-267-9218.  
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Important Dates/Timeline:
	Status
	Due Date
	Data Collected
	Form

	Opens 7/13/12
	September 21, 2012
	Annual Report (online)
	PI 1505 

	Opens 7/13/12
	September 12, 2012
	Auditor Aid Certification (online)
	PI 1506 AC

	
	
	
	

	Opens week of July 9th
	September 21, 2012
	“No Valid License” Listing and additional questioned cost (EXCEL worksheet)
	PI 1506

	Opens 7/13/12
	September 12, 2012
	Audited Fund Balances (online)
	PI 1505 FB

	N/A
	December 3, 2012
	Audited Financial Statements (pdf copy sent to auditreports@dpi.state.wi.us)
	N/A


This letter is sent ONLY to Auditors who have signed up for DPI listserv messages.  Please forward this information to all auditors within your firm currently performing school district audits.
Should you have any questions during the course of your audit please contact us via phone or email at:
Gene Fornecker (608) 267-7882  
eugene.fornecker@dpi.wi.gov
Brian Kahl (608) 266-3862 

brian.kahl@dpi.wi.gov 
PO Box 7841, Madison, WI  53707-7841  (  125 South Webster Street, Madison, WI  53703

(608) 266-3390  (  (800) 441-4563 toll free  (  (608) 267-1052 fax  (  (608) 267-2427 tdd  (  dpi.wi.gov


[image: image1.png]