
Independent ,Auditor's?act

To provide for a school district audit in compliance with KRS 156.255, 156.265, 156.275, 156.285, 156.295, and 156.480, this
agreement is entered into for audit period ending June 30, 2019, between the . Woo4ford County Board of Education (BOARD),
and Barpes,p?jg & Co.. Lt4, , (ACCO?JNTANT), who is a Certified Public Accountant or a Public Accountant registered
with the Kentucky State Board of Accountancy.

I. DUTIES OF ACCOUNTANT

A. The ACCOUNTANT shali render an opinion on the financial statements of the BOARD for fiscal year 2018-2019. The
scope and nature of the audit shall be in accordance with the Audilor Responsibilities and State Compliance Requirements.
These requirements are incorporated as a part of this agreement.

B. ACCOUNTANT shall address the audit report and written comments to the BOARD and to the State Committee for
School District Audits (COMMITTEE).

C. ACCO'UNTkNT shall deliver the audit report in accordance with Section VII.A. DELIVERY OF A{JDIT REPORT. If
the audit report cannot be timely submitted, the ACCOUNTANT shall submit an Audit Extension Request in accordance
with Section VI.A. AUDIT EXTENSION REQUEST.

II. DUTIF,S OF BOARD

A. The BOARD shall make available to the ACCO{JNTANT no later than August 2, 2019, all books, accounts, reports,
vouchers, correspondence files, records, money, and property under its control which may be requested by the
ACCOUNTANT in the course of performing the audit.

III. AUTHORITY OF COMMITTEE

A. The COMMITTEE and the Kentucky Department of Education (KDE) may examine work papers of the ACCOUNTANT
and may perfortn quality control reviem of the audit procedures utilized diuing the course of the audit;

B. The COMMITTEE and the BOARD may prohibit the use of any subcontractor by the ACCOUNTANT in their sole
discretion. During the term of the contract, no subcontractor shall be used without the prior written approval of the
COMMITTEE and the BOARD; and

C. The COMMITTEE will consider Audit Extension Requests submitted by ACCOUNTANT prior to October 1, 2019.
Provided the COMMITTEE determines the delay is unavoidable and due to factors beyond the ACCOUNTANT'S
control, the COMMITTEE may, in their soJe discretion, al?ow for the audit to be submitted to KDE without penalty after
the November 15, 2019 due date.

IV. COMPENSAT?ON

A. The ACCOUNTANT shall be paid an amount agreed upon between the ACCOUNTANT and the BOARD, consistent
with the Audit Acceptance Statement, which is incorporated herein by reference, for the successful completion of the
work defined by this agreement.

B. Final payment is predicated upon completion of the work as described in Section I. DUTIES OF ACCOUNTANT and
delivery of documentation as described in Section VII. DELIVERY OF AUDIT REPORT.

C. Compensation to the ACCOUNTANT in excess of the amount stated on the AUDIT ACCEPTANCE STATEMENT must
be approved by the COMMITTEE if said increase exeeeds $1,000 or 10% of the audit fee, whiehever is less. The
ACCOUNTANT must submit a written explanation to the BOARD and the COMMITTEE for the requested
increase in compensation before the COMMITTEE will consider any increase. The requested increase and written
expJanation must be submitted to the BOARD and Cormnittee no ?ater than submission of ACCOUNTANT's
invoice for payment.

D. The ACCOUNTANT shall submit to the BOARD an invoice for payment which shall be signed by the ACCO{JNTANT
and contain adequate supporting documentation such as: detail of hours worked by each audNtor classjfication (e.g.,
partner, manager, supervisor, senior, staff, etc.) in major audit areas or supervisory/administrative functions.

1



V. SUPPLEMENTAL AGREEMENTS

A. The scope of the audit may be increased or decreased by wrmen supplemental a@eerrient between the BOARD and the
ACCOUNTANT, if the reasons for the increase or decrease have first been reported in writing by the ACCOUNTANT
to the COMMITTEE and the COMMITTEE approves the increase or decrease. The audit fee may be adjusted for the
increase or decrease in the scope of the audit in accordance with Section IV.C. COMPENSATION.

VI. AUDIT EXTF,NSION REQUEST

A. If the audit cannot be completed on or before November 15, 2019, due to factors beyond the control of the
ACCOUNTANT, the ACCOUNTANT shall electronically submit an Audit Extension Request form, fully completed by
both the ACCOUNTANT and the BOARD, to KDE on or before 0?er 1, 2019. The form is provided in Appendix I -
Audit Extension Request.

VII. DELIVERY OF AUDIT REPORT

A. The ACCOUNTANT agrees to begin the audit of the BOARD on or before August 2, 2019 or 15 days from execution date
of this contract, whichever is later, and further agrees to complete and deliver a signed paper copy of the audit report to the
BOARD, one signed paper copy to the COMMITTEE in care of KDE, arid an electronic copy to KDE in accordance with
Appendix II - Instructions for Submission of the Audit Report on or before November 15, 2019, or at a later date approved
by the COMMITTEE. All electronic and paper copies of the audit report must be received by KDB on or before November
15, 2019 for it to be considered filed timely. If the audit report has not been received by KDE on or before November 15,
2019 or by the later date approved by the COMMITTEE, the audit will be considered late and penalties as outlined in
Section WII. PENALTIES ? be imposed at the discretion of the COMMITTEE.

VIII. PENALIIES

A. There ? be a lO% reduction of the audit fee if one or more of the following conditions occux: (l ) the audit report is not
submitted in accordance with VII.A. DELIVERY OF A??JDIT REPORT; or (2) the audit report does not contain the
information shown under Audit Report Requirements.

B. The ACCOUNTANT may, in the sole discretion of the COMMITTEE, be ineligible to conduct a school district audit for
the upcoming fiscal year if one or more of the conditions in section A occur.

C. The COMMITTEB may, in its sole discretion, waive penalties for delays caused by circumstances beyond the control of
the ACCOUNTANT.

IX. EFFECTIVE DATE

A. This agreement, between the ACCOUNTANT and the BOARD, shall not become effective until this contract has been
approved by the COMMITTEE and signed by the COMMITTEE Chair. This agreement is effective for the 2018-2019
fiscal year.

X. TERMINATION

A. The BOARD shall have the right to terminate and cancel this contract at any time without cause upon 30 days written
notice served on the kCCO'UNTANT by registered or certified mail. The BOARD shall have the right to terminate and
cancel this contract for cause upon five days written notice served on the ACCO?MTANT by registered or certified mail.

B. If cause exists to terminate the contract, and the BOARD does not terminate, the COMMITTEE may terminate and cancel
this contract for cause upon five days written notice served on the ACCO'[?JNTANT by registered or certified mail.

C. ?Cause" includes, but is not limited to any of the following:
1. Failure to commence work within 15 days of execution of the comact or on or before August 2, 2019, whichever is

later;
2. Previous history of extension requests by the same ACCOUNTANT for the same dishict;
3. Failure to submit the audit on or before Novernber 15, 2019;
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4. Failure to communicate to KDE timely about problems encountered in conducting the audit;
s. Violation of any of the provisions in Section XI. REPRESENTATIONS AND WARRANTIES; or
6. Failure to abide by any of the terms and conditions of thiB agreement.

Cause shall not include any factor wholly the fault of the BOARD.

XI. REPRESENTATION AND WARRANTIES

A: The ACCOUNTANT is legally able and autho#ized to enter into contra<;ts with the BOARD, ineluding on behalf of any a
entity under which the ACCOUNTANT practices.

B. The performance of this agreement would not violate any conflict of interest law, including but not limited to KRS 156.480.
C. The ACCOUNTANT has no personal interest in the financial affairs of the BOARD or any of its officers or employees.

XII. MATERIALS INCORPORATED BY REFERENCE

A. Any materials referred to herein are incorporated by reference and made a part of this contract, which shall include the
materials attached hereto and supplied to the ACCOUNTANT, consisting of 32 pages.

XIII. MISCELLANEOUS

A. ACCOUNTANT or Partner has authority to enter into this contract on behaJf of the FIRM noted below.
B. A copy or electronic copy of this contract shall be enforceable the same as an original.
C. This contract may be executed in counterparts and taken together shall serve as a single enforceable contract.

THIS AGREEMENT ENTERED INTO AS DATED BELOW:

AGREED TO BY:

BOARD OF F,DUCATION

BY: SCHOOL BOARD CHAIR

SECRETARY

DATE

DATE

George, S,Sparks,Jr./Barnes.Dennig &, Co., Ltd.

,t?,, ? ":?":?b
i ]'ART DATE

ACCEPTED BY:

SI'ATE COMMITTEE FOR SCHOOL DISTRICT AUDITS

EY: STATE COMMITTEE CHAIR DATE

One signed audit contraet is due to KDE by c?ose of business on May 28, 2019.
Please send to:

Division of District Support
Kentucky Department of Education

Attn: District Financial Management Branch
300 Sower Blvd, 4'h Floor

Frankfort, KY 40601
Attn: Financial Management Branch
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Introduction

The Kentucky Department of Education (KDE) is sending the enclosed audit contract and supporting
documents to school districts on behalf of the State Committee for School District Audits (SCSDA). The
purpose of the supporting documents is to provide information and tools to local school districts and
independent auditors to assist in the-completion of fiscal year 2019 audits.

District and Auditor Helpful Resources

Financial Audit Contract Information - Kentucky Department of Education -
http s : // e duc ation.ky. gov/ di stricts/F inRept/P a ge s/D is tri c t-F inanci al-Audit- C ontracts.aspx

District Financial Audits - Kentucky Department of Education -
http s : // e duc ation.ky . gov/ di stricts/F inRept/P age s/D istrict-F inanc ial-Audits .aspx

District/School Support - Kenhicky Department of Education-
http s :// e duc ati on.ky. gov/ di stricts/P age s/ de fault. asp x

District Financial Reporting - Kentucky Department of Education -
http s :// educ ati on.ky. gov/ di stri cts/F inRept/P a ge s/ de fault. aspx

M'UNIS Support and Guides - Kentucky Department of Education -
http s :// educ ati on.ky. g ov/ di s tricts/P age s/MUNI S - Guide s. asp x

Auditor Alert

This section includes, but is not limited to, the following high risk areas that auditors should consider when
conducting a school district's annual financial audit.

* Auditors are strongly encouraged to review the Auditor of Public Accounts' webpage located at ?
of Public Accounts - http://auditor.ky.gov/Pages/default.aspx to determine if any reports have been
issued for a school district and to identify potential high risk areas that may need to be examined during
any school district audit.

* Auditors should review activity fund transfers to ensure that schools are not transferring money from
student generated funds (fees and fundraisers) to support other activity fund accounts. Student generated
funds are raised for a specific purpose and should be spent for that purpose.

??t is important for both the school district (superintendent and finance officer) and auditor to
communicate and work together to reconcile the Annual Financial Report (AFR), Balance Sheet and
Audit Report prior to the reports being submitted to KDE. The district, working with its auditor, is
strongly encouraged to complete the optional Audit Review Templates accessible through the KDE
SEEK program and resolve any discrepancies identified among the AFR, Balance Sheet and Audit
Report.
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*' Auditors should not submit multiple unsolicited versions of Audit Reports. Auditors shall notify KDE
prior to resubmitting.

* Desk Review of Audits - Auditors shall correct technically deficient audit reports within 30 days of
being notified by KDE. The auditors shall correct all findings noted, in addition to correcting the
technically deficient matters. If the auditor does not issue a corrected audit report, then the auditor may

, not be allowed to con4uct future Kentucky pi)blic school district au4its. For district audit re,ports deemed
technically deficient as a result of the prior fiscal year Desk Review, the auditor shall compare the prior
fiscal year audit report and Desk Review findings to the current fiscal year audit report to verify all
findings are addressed and an old version of the audit report has not been used.

If the audit report receives a rating of acceptable or acceptable with deficiencies, the auditor is not
required to issue a corrected report; however, the auditor is required to use the prior fiscal year Desk
Review as a resource in the following year so that findings are not repeated in the current fiscal year
audit report. During KDE's initial review of the current fiscal year audit report, KDE reserves the right
to require the auditor to submit a corrected audit report if the auditor fails to correct prior fiscal year
Desk Review findings, regardless of the finding classification.

@ MUNIS Financial System and Uniform Chart of Accounts l Auditors shall be familiar with the district' s
financial system and the Uniform Chart of Accounts (COA). Auditors shall use this information to
provide the districts with the specific fiscal year 2018-2019 MUNIS COA coding/segment when
recormnending journal entries to districts [Example: org - object - project?. The Uniform COA is
located on the KDE website at

Chart of Accounts - Kentucky Department of Education - District/School Support - District Financial
Reporting

* Management Letter Comments Spreadsheet - If the audit report consists of management letter
comments, the auditor shall complete the Management Letter Comments spreadsheet located on the
KDE website at Management Letter Comments Spreadsheet
https://education.ky.gov/districts/FinRept/Pages/District-Financial-Audits.aspx. The Management Letter
Comments spreadsheet became an additional requirement beginning with FY 2017. The completed
spreadsheet shall be submitted electronically to the KDE Finance Reports email account with the
?District Name Mgmt Letter Comments" in the subject line. The auditor shall copy the school district's
superintendent and finance officer on the email that is sent to the KDE Finance Reports email account.

* Auditors should be aware that GASB Statement No. 77 became effectiye for financial statements for

periods beginning after December 15, 2015. GASB Statement No. 77 requires governments that enter
into tax abatement agreements to disclose the following information about the agreements:

1. Brief descriptive information, such as the tax being abated, the authority under which tax abatements
are provided, eligibility criteria, the mechanism by which taxes are abated, provisions for recapturing
abated taxes, and the types of commitments made by tax abatement recipients.
The gross dollar amount of taxes abated during the period.
Commitments made by a government, other than to abate taxes, as part of a tax abatement
agreement.

2.

3.
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* KDE eneourages auditors and distriet finanee personnel to submit electronic audit reports and associated
documents in a format that meets section 508 of tbie Rehabilitation Act of 1973, as amended (29 U.S.C.
794d). Inforrnation on complying with Section 508 can be found at Create Accessible Electronic
Documents-https://www.section508.gov/content/build/create-accessible-documents and Standards and
Guidelines of Section 508-https://www.access-board.gov/guidelines-and-standards/communications-
and- it/ ab out-the- rat-refre sh/ final-mle/text- o f-the - s tandards - and- guideline s.

* A?iditors slio?ild [ie aware that GASB 84 beeame cffec'tivc fr>r finaneiaJ statcments for pcriods beginning
after Decernber 15, 2018, and will be applicable iii fisca} year 2019-2020 audits. GASB 84 provides
guidaiicc rc(g,ard'ing what constitutes fiduciary activitics ai'id how tl'icy sbould bc reportcd.
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Annual Cycle for Local School District Audits

Use the following address for mailing items to KDE:
Division of District Support

Kentucky Department of Education
Attn: District Ftnancial Management Braiich

300 Sower Blvd, 4' Floor

6

DUE DATE

RESPONSIBLE

PARTY REQUIRED INFORMATION
May28 District * FY 2018-2019 Audit Acceptance Statement web form,

which includes the justification section for using the same
auditor/audit firm for five consecutive3ears -
electronically submit to KDE

* One signed contract to KDE
* One signed copy of the latest peer review report and, if

applicable,
* One signed copy of any letter of response and KyCPA

Peer Review Cormnittee letter to KDE

June 20 !5tBte Committee for

School District Audits

Approval of Audit Contracts

June 30 State Committee for

School District Audits

Notification of approval or disapproval of the contract to the
local board

July 25 District Initial Annual Financial Report (AFR) and Balance Sheet
(electronic reports) to KDE

October 1 Auditor Audit Extension Request to KDE
November 15 Auditor Audit Reports:

* One signed paper copy to school district
* One signed paper copy & one electronic copy to KDE
* One electroiiic copy to Single Audit Clearinghouse
See Appendix II for submission instructions.

November 15 District Secona- AFR and Balance Sheet, which includes the
Statement of Certification verification section, (electronic
reports) to KDE. Copy of Second AFR and Balance Sheet to
Auditor. Management Letter Comments Spreadsheet, if
applicable.

November 15 -

March 1

KDE Audit Reports, AFRs and Balance Sheets reviewed;
corrective action plans received and monitored; Audit
Reports, AFRs and Balance Sheets corrections received.

December1 District Report on Loca) School District Admiiiistrative Expeiiditires
December 31 " or 45

days after district
receives audit reports,
whichever occurs first

District Correchve action plan per 702 KAR 3:l50 to KDE

March 31 2020 or no

later than 30 days after
release of the auditor's

report.

District For Single Audits, one electronic copy of the Audit Report,
along with the Data Collection Fornn, shall be submitted by
the district, directly to the Single Audit Clearinghouse, in
accordance with 2 CFR 200.

March - May 2020 KDE Corrective action monitoring continues



Frankfort, KY 40601
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Statutory Authority of the State Committee for School District Audits

KRS 156.265 authorizes the State Committee for School District Audits (SCSDA) to conduct audits of
the financial records of local boards of education. The audits shall be performed by a Certified Public
Accountant (CPA), approved by the SCSDA, and conducted according to current auditing standards.
Increases or decreases in the scope of the .audit are addressed in ;he Supplemental Agreements section of
the audit contract.

The SCSDA requires all local school boards to have an annual audit of the fiscal records and accounts
under the board's control. The SCSDA shall notify the local board of education of approval or
disapproval of the executed contract in accordance with the timeframe set forth in the "Annual Cycle for
Local School District Audits."

156.255 Definitions for KRS 156.255 to 156.295.

As used in KRS 156.255 to 156.295:

l) "Accountant" means a certified public accountant or a public accountant registered with the State
Board of Accountancy.

2) "Board" means the board of education of a school district.
3) "Committee" means the State Committee for School District Audits.
4) "State board" means the Kentucky Board of Education.

Effective: July 15, 1996

156.265 State Committee for School District Audits.

l) There shall be a State Comrnittee for School District Audits comprised of the Governor, or a
person designated by him, the Attorney General, the Auditor of Public Accounts, a person
designated by the Legislative Research Cornmission to represent the Office of Education
Accountability, and the commissioner of education. The Auditor of Public Accounts shall be the
chair of the committee.

2) The cotmnittee shall have the accounts of each board audited not less than once every fiscal year.
The committee also may, at any time, cause to be made a comprehensive and complete audit of
any board. Upon the written request of the state board, the commissioner of education, the
Attorney General, the Auditor of Public Accounts, the Governor, or the Office of Education
Accountability, the committee may cause the accounts of a board to be audited. Each audit shall
cover such period of time, and shall include such auditing procedures and standards, as the
cotnmittee may designate.

3) Audits authorized under this section are in addition to any audits contemplated under KRS
11.090 or 156.200 or KRS Chapter 43.

4) The actual expense of any audit authorized under this section shall be borne equally by the
district board of education and by the committee from funds allocated to it.*

5) The committee shall meet at least quarterly. Additional or special meetings may be called by the
chair.

Effective: July 14, 2000

* No funds currently allocated.
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156.275 Accountant-Selection =- Reports.
l) The committee shall select, to make the audit authorized under KRS 156.265, accountants who

are qualified under KRS Chapter 325 and the administrative regulations promulgated by the
Kentucky State Board of Accountancy.

2) Immediately upon completion of each audit, the accountant shall prepare a report of his findings
and recommer)dations in such form apd in such detail as the ,committee may prescribe. The report
shall be to the committee and in such number of copies as specified by the committee. The
committee shall furnish one (1) copy to the Kentucky Board of Education, one (1) eopy to the
district board of education to which the report pertains, one (l) copy to the chief state school
officer and one (1 ) copy to the Auditor of Public Accounts. The district board of education shall
keep a copy of the report on file in the office of the superintendent of schools of the district and
the report shall be open to inspection by any interested person, subject to reasonable roles as to
time and place of inspection.

Effective: July 15, 1996

156.285 Access to records - Witnesses - Subpoena.
l) The accountant shall have access to and may examine all books, accounts, reports, vouchers,

correspondence files, records, money, and property of any board. Every 6fficer or employee of
any such board having such records or properfy in his possession or under his control shall
permit access to and examination of them upon the request of the accountant.

2) The committee may require information on oath from any person touching any matters relative to
any account that the accountant is required to audit. The committee may administer the oath, or
have it done by any officer authorized to administer an oath.

3) The committee may issue process and compel the attendance of witnesses before it, and
administer oaths and compel witnesses to testify in any of the investigations the accountant is
authorized to make.

Effective: July 15, 1994

156.295 0ffenses-Penalties.

l) Any officer or employee of a board or any other person who prevents, attempts to prevent, or
obstructs an examination by the accountant made under KRS 156.265 and 156.275 is guilty of a
high misdemeanor and shall, upon indictment and conviction in the Circuit Court of competent
jurisdiction, be fined five hundred dollars ($500).

2) Any person who fails or refuses to permit the examination provided for in KRS 156.285 or who
interferes with such examination shall be fined not less than one hundred dollars ($100) or
imprisoned in the county jail for not less than one (l ) month nor more than twelve (12) months,
or both. Each refusal shall constitute a separate offense.

3) Any person who has custody of any books, accounts, reports, vouchers, correspondence, files,
records, money, and property that the accountant is authorized to examine under KRS 156.265
and 156.285 who fails or refuses when called upon by the committee for that purpose to permit
the accountant to inspect any of such materials shall, upon conviction in the Circuit Court of
competent jurisdiction, be fined not more than five hundred dollars ($500) and be subject to
removal as provided by law.

4) Any person who refuses to be sworn when required by the committee to be sworn for the
purpose mentioned in subsection (2) of KRS 156.285 shall be fined not more than five hundred
dollars ($500).
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5) Any witness called by the committee under subsection (3) of KRS 156.285 who fails, without
legal excuse, to attend or testify shall be fined not more than five hundred dollars ($500).

Effective: July 15, 1994

156.480 Employees of department or school districts with decision-making authority prohibited from
supplying goods or services for which school funds are expended-Penalties.

lj No commissioner, associate commissioner, deputy commissioner, director, manager, purchasing
agent, or other employee of the Departrnent of Education with decision-making authority over
the financial position of a school, school district, or school system shall have any pecuniary
interest in the school, school district, or school system, either directly or indirectly, in an amount
exceeding twenty-five dollars ($25) per year, either at the time of or after his appointment to
office, in supplying any goods, services, property, merchandise, or services, except personal
services that are in addition to those required by contract for employment, of any nature
whatsoever for which school funds are expended. If any person specified in this subsection
receives, directly or indirectly, any gift, reward, or promise of reward for his influence in
recommending or procuring the use of any goods, services, property, or merchandise of any kind
whatsoever for which school funds are expended, he shall upon conviction be fined not less than
fifty dollars ($50) nor more than five hundred dollars ($500), and his office or appointment shall
without further action be vacant. **

2) No employee of any county or independent school district with decision-making authority over
the financial position of the school district shall have any pecuniary interest, either directly or
indirectly, in an amount exceeding twenty-five dollars ($25) per year, either at the time of or
after his appointment to office, in supplying any goods, services, property, merchandise, or
services, except personal services that are in addition to those required by contract for
employment, of any nature whatsoever for which school funds are expended. If any person
specified in this subsection receives, directly or indirectly, any gift, reward, or promise of reward
for his influence in recommending or procuring the use of any goods, services, property, or
merchandise of any kind whatsoever for which school funds are expended, he shall upon
conviction be fined not less than fifty dollars ($50) nor more than five hundred dollars ($500),
and his office or appointment shall without further action be vacant.

Effective: July 15, 1994

** OAG 94-61 provides guidance for determining who has decision-making authority over the financial
position of the school district.
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Qualifications of the Independent Auditor

The auditor must be a certified public accountant licensed to practice in the Commonwealth of
Kentucky, pursuant to KRS 325.261.

Competence

The audit firnn should be currently registered with the Kentucky State Board of Accountancy and should
have participated in an external quality control review at least once every three years. The auditor should
have adequate training and experience in governmental accounting and be in good standing in the
profession. The auditor in charge of the field work should have a practical working knowledge of
applicable state and federal laws and regulations.

Independence

The American Institute of Certified Public Accountants (AICPA) and generally accepted government
auditing standards (GAGAS) require the auditor to maintain independence in all matters relating to the
audit engagement. Auditors must meet the independence standards established by the Govermnent
Accountability Office (GAO).

Continuing Professional Education

All audit staff assigned to the audit should have the necessary hours of continuing professional
education required by GAGAS. Each auditor performing audit work under GAGAS should complete 80
hours of CPE every two years. At least 24 hours of CPE should be in subjects directly related to
government auditing, the government environment, or the unique environment in which the entity
operates. At least 20 hours of the 80 should be completed in any one year of the 2-year period.

External Peer Review

Auditors shall provide their most recent peer review report, letter of response, if applicable, and
Kentucky Society of Certified Public Accountants (KyCPA) 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 and related documents will not be approved
by the SCSDA. 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.

Auditors who have been conducting audits for less than three years and have not yet been peer reviewed
are exempted from the peer review report and related documents requirement.
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Auditor Responsibilities

Auditors are responsible for maintaining the proper knowledge of all accounting and auditing standards
relating to school district audits.

If the BOARD has also incorporated as a "Finance Corporation," that entity and related fiscal records
and apcounts are to be included in the audit.

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.

If any difficulties are encountered while performing the audits that do not pertain to requesting an audit
extension, the auditor should inform KDE of the difficulties as soon as possible.

It is the auditors' responsibility to contact KDE with criminal activity concerns.

Timing, Location, and Conduct of Audit Work

The official records and reports of the school district shall not be taken from the board of education
office during the course of the audit engagement.

Management Letter Comments Spreadsheet

If the audit report consists of management letter comments, the auditor shall complete the Management
Letter Comments spreadsheet located on the KDE website at Management Letter Comments
Spreadsheet - https://education.ky.gov/districts/FinRept/Pages/District-Financial-Audits.aspx. The
Management Letter Comments spreadsheet became an additional requirement beginning with FY 2017.
The completed spreadsheet shall be submitted electronically to the KDE Finance Reports email account
with the "District Name Mgmt Letter Comments" in the subject line. The auditor shall copy the school
district's superintendent and finance officer on the email that is sent to the KDE Finance Reports email
account.

Reissuance or Resubmission of an Audit Report

If an audit report needs to be reissued and resubmitted, 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.

Audit Extension Request

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 in accordance with the timeframe set
forth in the ?Annual Cycle for Local School District Audits.? The form is provided in Appendix I.
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Desk Review of Audits

Auditors shall correct technically deficient audit reports within 30 days of being notified by
KDE. The auditors shall correct all findings noted in addition to correcting the technically
deficient matters. If the auditor does not issue a corrected audit report, then the auditor may not
be allowed to conduct future Kentucky public school district audits. For district audit reports
de;emed technically defiqient as a result of the ,prior fiscal year Desk, Review, the auditor shall
compare the prior fiscal year audit report and Desk Review findings to the current fiscal year
audit report to verify all findings are addressed and an old version of the audit report has not
been used.

If the audit report receives a rating of acceptable or acceptable with deficiencies, the auditor is
not required to issue a corrected report; however, the auditor is required to use the prior fiscal
year Desk Review as a resource in the following year so that findings are not repeated in the
current fiscal year audit report. During KDE's initial review of the current fiscal year audit
report, KDE reserves the right to require the auditor to submit a corrected audit report if the
auditor fails to correct prior fiscal year desk review findings, regardless of the finding
classification.

MUNIS Financial System and Uniform Chart of Accounts

Auditors shall be familiar with the district's financial system and the Uniform Chart of Accounts (COA).
Auditors shall use this information to provide the districts with the specific fiscal year 2018-2019
M{JNIS COA coding/segment when recommending journal entries to districts [Example: org - object -
project]. The Uniforrn COA is located on the KDE website at
Chart of Accounts - Kentucky Department of Education - District /School Support - District Financial
Reporting.

Audit Scope

The audit shall cover an entire fiscal year ending June 30 unless otherwise specified by the SCSDA.

The audit shall cover ALL accounts of the local board of education including activity funds at all
schools and bank accounts in the name of the district's finance corporation, if applicable.

Audits shall be conducted in accordance with auditing standards generally accepted in the United States
of America (U.S. GAAS), Government Auditing Standards and, the provisions of 2 CFR 200 Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards.

The scope of the audit shall include but not be limited to:

Fund 1- General Fund;
Fund 2 - Special Revenue Fund;
Fund 21- Special Revenue District Activity Fund (annual);
Fund 22 - Special Revenue District Activity Fund (multi-year);
Fund 3XX - Capital Projects Funds;
Fund 400 - Debt Service Fund;
Fund 51- Food Service Fund;
Fund 5X - Other Enterprise Funds;
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Fund ox - Fiduciary Funds-Agency Funds (including student activity funds);
Fund 7XXX - Fiduciary Funds-Pension, Investment, and Private-Purpose Tmst Funds (no
longer used for student activity fund); and
Fund ax - Fixed Assets

The auditor shall also ensure the allocation of tax receipts between the general and building funds is
accurate.

If, in the course of field work, it is determined that funds have been transferred to a school through the
school based council allocation process, those funds shall be considered board funds, not activity funds,
and audited as part of the general fund.

Financial statements presented in the auditor's report shall comply with generally accepted accounting
principles.

The auditor shall express an opinion on the financial statements of all funds covered in the scope of the
audit. If the auditor is unable to express an unrnodified opinion, the auditor shall state fully the reasons
for the modification of opinion. The district recognizes it has the responsibility to correct any deficiency
that results in a modified opinion.

KDE encourages auditors arid district finance personnel to submit electronic audit reports and associated
documents in a format that meets section 508 of the Rehabilitation Act of 1973, as amended (29 U.S.C.
794d). Inforrnation on complying with Section 508 can be found at Create Accessible Electronic
Documents-https://www.section508.gov/content/build/create-accessible-documents and Standards and
Guidelines of Section 508-https://www.access-board.gov/guidelines-and-standards/communications-
and- it/ ab out-the -ict-re fre sh/ final -ml e/text- o f-the - standards - and- gut deline s.
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Audit Report Requirements

Auditor's reports should follow the AJCPA's requirements - refer to the AICPA's website at AICPA -
http://www.aicpa.org/. The following items should be included in the audit report.

A. Introductory Section (Table of Contents, Letjer(s) of Transmittal, if applicable)
B. Fin,ancial Section

1. Independent Auditor's Report on the Financial Statements

2. Management's Discussion and Analysis

3. Financial Statements

4. Notes to the Financial Statements

s. Required Supplementary Inforrnation (RSI)

6. Combining Statements

7. Individual Fund Statements

8. Schedule of Expendihires of Federal Awards, if applicable.

9. Statistical Information and any other required Supplemental Schedules, if applicable.

10. Independent Auditor's Report(s) on Internal Control and Compliance

11. The Report on Internal Control over Financial Reporting and on Compliance and Other Matters
Based on an Audit of Financial Statements Perforrned in Accordance with Government Auditing
Standards and, if applicable, the Report on Compliance for Each Major Program and Report on
Internal Control Over Compliance in Accordance with the Uniforrn Guidance.

12. The report(s) on internal control and compliance shall contain all control deficiencies identified
during the audit that are classified as significant deficiencies or material weaknesses and any
instances of noncompliance. These control deficiencies must be appropriately segregated and
identified in the report and numbered by the fiscal year under audit (i.e. 2019-001, 2019-002).
Findings presented as part of the report shall be well developed in accordance with Government
Auditing Standards and 2 CFR 200 as applicable.

13. If a written management letter is issued, then it is required to be submitted to the BOARD and
referred to in the audit report within the Report on Internal Control ovcr Financial Reporting and
on Compliance and Other Matters Based on an Audit of Financial Statements Performed in
Accordance with Goverrgment Auditing Standards and be submitted to KDE. Each management
letter shall include management's responses to current year comments and report on the status of
previous management letter comments and the progress toward the resolution of concerns
identified during the preceding audit. The management letter shall identify the applicable school
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associated with each reportable condition(s). The comments shall comply with Government
Auditing Standards and 2 CFR 200 requirements. If there were no management letter comments
to report, then the auditor shall submit to KDE an email or letter stating that there were no
management letter comments to report.

14. The High School Activity Fund Schedule shall categorize each individual activity fund by
account, reflecting all activity funds of the high school. The High School Activity Fund Schedule
shall show at a minimum, receipts, expenditures, beginning balance and ending balance.
Elementary and Middle School Activity Funds shall be summarized showing at a minimum,
receipts and expenditures, beginning balance and ending balance in a single line per school. No
school activity fund or individual activity account shall end or begin the fiscal year with a deficit
balance.

15. The General Fund shall cover any negative balances in Governmental Funds. Deficits in
Enterprise/Proprietary funds, witl'i tlic cxception of food serviccs, are not to be covered by
General Funds, unless they are discontinued, then General Funds shall cover the deficit.

16. The following on-behalf payments shall be properly displayed in the audit report and fully
disclosed in the notes to the financial statements:

*

*

*

*

*

*

*

*

*

Health Insurance

Life Insurance

Administrative Fee

Health Reimbursement Account - HRA/Dental/Vision

Federal Reimbursements of Health Benefits (reduction)
Teacher's Retirement System (TRS)
Technology
Kentucky Interlocal School Transportation Association (KISTA) Energy Savings Capital
Leases

School Facilities Constmction Commission (SFCC) Debt Service

The ?On-behalf Payments? link below may be used to obtain the on-behalf payments amounts.
On-behalf Payments - https://education.ky.gov/districts/FinRept/Pages/On-Behalf-Payments-
Inforrnation.aspx

17. The Schedule of Prior Year Findings and Questioned Costs shall reflect the status of prior year
findings for both the financial statements and the federal awards.
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District Responsibilities

* Each local board of education shall enter into contracts with CPA firms on forms provided by
KDE. One signed coritract, is due to KDE on or before the due date reflected in the Annual Cycle
for Local School District Audits. The local board of education does not have a valid contract

with the-auditor until the SCSDA approves and the-Chair signs the contract.

* Except in cases where special audits are authorized by the SCSDA, Iocal boards of education
shall select the auditor. Selection shall be made from the current licensure list provided by the
Kentucky Board of Accountancy.

* The school district must obtain an engagement letter from the contracted CPA firm confirming
the understanding of the terms of the engagement. The engagement letter may include additional
items to address the specific needs of the district.

* 702 KAR 3:l50 requires all local boards of education to report to the Commissioner of
Education, "in writing, proyess being made to correct exceptions appearing in school audits
authorized by the State Committee for School District Audits or, in writing, justify any failure to
correct exceptions appearing in any school audit authorized by the State Committee for School
District Audits." The report shall be due to the Cormnissioner within 45 days after receipt of the
final audit report by the local board, or no later than December 31 following the close of the
fiscal year, whichever occms first.

* It is the responsibility of the district's management (superintendent and finance officer) to
properly record all adjusting entries on both the first and second AFRs and Balance Sheets. This
responsibility includes entries for on behalf payments, fixed asset transactions, accruals and
deferrals, and all other financial transactions. The district finance officer must possess suitable
skills, knowledge, and experience (SKE) and understand the recommended audit adjustments
provided by the auditor. The district shall also provide the auditor with an AFR and Balance
Sheet which are in agreement with the audit report.

?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 SEFA and fully disclosed in the Notes to
the SEFA.

* No school activity fund or individual activity account shall end or begin the fiscal year with a
deficit balance.

* The General Fund shall cover any negative balances in Governmental Funds. Deficits in
Enterprise/Proprietary funds, with tl'xc exception of food scrviccs, are not to be covered by
General Funds, unless they are discontinued, then General Funds shall cover the deficit.

* Costs incurred in the audit of federal grants, the federal school food programs, and school
constmction accounts may be charged back to those funds. Determine which grants allow audit
costs as an administrative expense and in what amount. Districts expending less than $750,OOO in
federal funds may not charge audit costs to federal grants but may charge oth6r programs and

17



accounts as appropriate. If a district charges indirect costs to federal programs and food service,
then they cannot also charge auditing services directly to those accounts.

* On-behalf payments should be coded accurately in the MUNIS accoiu'iting system. The
following link may be used by districts to record on-behalf payments.
On-behalf payments - https://education.ky.gov/districts/FinRept/Pages/On-Behalf-Payments-
Information.aspx

* The school district is responsible for informing their auditors of any propert5r they possess that
is located in a flood plain as determined by the FEMA Flood Insurance Rate Map (FIRM)
located at FEMA - https://msc.fema.gov/portal.

?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 submitted to KDE through the Audit Acceptance Statement electronic web
form process within the KDE SharePoint on or before May 28'h.

* The school district must complete and submit the Audit Acceptance Statement (Statement)
electronic web form through the KDE SharePoint on or before May 28'h. The Statement shall
be completed and submitted to KDE by the district's superintendent or finance officer, on
behalf of the local board of education, requesting the financial accounts of the BOARD be
audited for FY 2018-2019 in accordance with the procedures adopted by the SCSDA. Also, the
Statement shall consist of the board chosen auditor or audit firm name; contact information;
audit cost; if applicable, explanation of the audit cost increase compared to the prior fiscal year
audit cost; if applicable, explanation of why the local board elected to obtain the same auditor
or audit firm for the last five consecutive fiscal years; and some additional general auditor
information. The Statement electronic web form submission instmctions are located on the

KDE website at Audit Acceptance Web Forrn Instmctions- Kentucky Department of
E duc ati on- ht tp : // educ ation.ky. gov/ di strict s/F inRept/ P a ge s/D istrict-F inanc ial-Audit-
Contracts.aspx.

* The school district must certify that all audit adjustments have been entered into MUNIS and
that an Annual Financial Report and Balance Sheet, which are in agreement with the audit
report, will be transferred to KDE in conjunction with the audit report by selecting the
Statement of Certification (SOC) option during the electronic submission process of the FY
2018-2019 Audited AFR and Balance Sheet to KDE on or before Noyember 15'h. The MUNIS

Annual Financial Report Guide STW GL 2 instructions for creating and submitting the Annual
Financial Report and Balance Sheet electronically to KDE and the Audited AFR and Balance
Sheet Submission Guide are located on the KDE MUNIS Support and Guides website at
MUNIS Support and Guides - https://education.ky.gov/districts/Pages/IfVJUNIS-Guides.aspx,
choose the General Ledger-Year End section in the drop down box.

* It is important for both the school district (superintendent and finance officer) and auditor to
communicate and work together to reconcile the Annual Financial Report (AFR), Balance
Sheet and Audit Report prior to the reports being submitted to KDE. The district, working with
its auditor, is strongly encouraged to complete the optional Audit Review Templates accessible
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through the KDE SEEK program and resolve any discrepancies identified among the AFR
Balance Sheet and Audit Report.
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KDE Responsibilities

Desk Review of Audits

KDE reviews the audit reports in comparison with the financial data reported in the districts' audited
Annual Financial Report and Balance Sheet. KDE communicates discrepancies to districts and/or
auditors and requesjs corrections or explaBations as needed.

KDE has contracted with the Auditor of Public Accounts (APA) to perform detailed 2 CFR 200 Desk
Reviews of the school district audit reports. Auditors shall correct technically deficient audit reports
within 30 days of being notified by KDE. KDE will review the revised audit reports to ensure the
auditors corrected all findings noted in addition to correcting the technically deficient matters. During
KDE's initial review of the current fiscal year audit report, KDE reserves the right to require the auditor
to submit a corrected audit report if the auditor fails to correct prior fiscal year Desk Review findings,
regardless of the report classification.
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State Compliance Requirements

State Compliance Requirements
FY 06/30/2019

The Kentucky Revised Statutes and Administrative Regulations contain many restrictions and
requirements, that school districts nnust follow. The auditpr shall perform the necessary procedures to,
determine district compliance with the following items and any others that may come to their attention
during the course of the audit. The following list of statutes and regulations is not all inclusive and is
provided merely to highlight certain significant statutes and regulations.

* Bonded Irxdebtedness (KRS 15 7. 632):
The auditor shall confirm with the trustee, or perform appropriate alternative procedures, to determine
the beginning balance, receipts, disbursements, and ending balance of each bond issue. The auditor shall
determine if receipts were in agreement with amounts as specified in the pay schedules and if each bond
account was reconciled for the period. The degree of compliance shall be disclosed. The composite bond
schedule shall be reviewed, including all infornnation relative to the various issues.

* NicMels and Equalization (KRS 15 7. 621, KRS 160. 4 70, IIB200-201 7 Regular Session):
Previously, to accommodate districts with growing numbers of students, school districts meeting the
criteria in KRS 157.621 could levy an additional nickel for building fund needs. This nickel was levied
by districts that met the criteria of a growth district, which is based on growth in the number of students,
bonded indebtedness, current student enrollment in excess of available classroom space, and facility
plan requirements. The statute also provides the criteria for the district to levy the second growth nickel,
Base Realignment and Closure (BRAC) nickel, equalized facility funding nickel, and state equalization.

HB200-2018 Regular Session, Equalization Funding for Critical Constructiora Needs Schools: (a)
Included in the above General Fund appropriation is $6,506,300 in fiscal year 2018-2019 and
$6,473,400 in fiscal year 2019-2020 to sc'hocil districts in iicccirdancc wit'h KRS 15 7.621(5 ).

KRS 160.470(8)(a): That portion of a general tax rate, except as provided in subsections (9) and (10) of
this section, KRS }57.440, and KRS 157.621, levied by an action of a district board of education which
will produce, respectively, revenue from real property, exclusive of revenue from new property, more
than four percent (4%) over the amount of revenue produced by the compensating tax rate defined in
KRS 132.010, shall be subject to a recall vote or reconsideration by the district board of education as
provided for in KRS 132.017, and shall be advertised as provided for in paragraph (b) of this subsection.

The 20i8 budget bill (HB200) states, "Notwithstanding KRS 157.611 to 157.665, the School Facilities
Constmction Commission is authorized to make an additional offer of assistance of $7,612,400 to Fott
Thomas Independent Scliools for during the 2018-2020 fiseal bienniunq, which shall be used for Johnson
Elen'iemary School and Sl650,300 to Menifee Co?imy Schools fo'i- Menifee Elememaiy School. Tl'iese
scl'iools arc designated as the two schools ranked within the top 100 schools on both the Kentucky
Facilitics Inventoiy and Classifications Systcm rcports released in 2011 and 2017 that are Al schoo]s,
are ranked as a Priority l on the local school district's facility plan, and have levied a teu-cent equivalent
tax dedicated to capital improvements but retriain unable to casb fund or to sufficiently suppott tbe
required ammal debt service ror replaeement or reiiovatioii of the schocil. The amounts staLed represettt
the difference between the cost to replace or rcnovate the designated fiicility and the amount of available
local resorirces."
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State Compliance Requirements

* Use of Local District Capital Futxds (IIB200-2018 Regular Sessiota):
"Notwithstanding KRS 157.420(4) and (6), }57.440, and 157.621, a local board of education may
submit a request to the Commissioner of Education to utilize any capital funds, for general operating
expenses in fiscal year 2018-2019 without forfeiting the district's eligibility to participate in the School
Facilities Construction Commission Program. The Comrnissioncr of Educatioii shall riot approsic any
capital fiinds request that aexceeds 25 percent of aa local board of educfftioii's available capitar :tunds in
fiscal year 2018-2019. Prior to August 1, 2018, the Kentucky Deparhrient of Ed'iicatioii shall approve
guidelines for reqciests from local boards of education. Notwitlis(aiiding KRS 157.615(14) and 157.622,
the Seliool Facilities Corxstruction Cornmission shall include the capital tunds transferred under the
provisions of this subseetion among the local board O[ education's ayailabie local revenue [or the
purposes of calculatiiig rinrnct facilities need for thc 2018-2020 fiscal biennium. Notwithstandixig KRS
157.618, no local school distriet sl'iall be eligible for a grant fron'i tl'ie Emergency and Targeted
Invcstment Fuiid in fiscal ycar 2018-2019 if any of its capital funds have bcen transfcrrcd undcr thc
provisions of this subsectioii.?

* Eligibility jor Membership on Local Board ofEducatioit (KRS 160.180):
Obtain a signed statement from each board member attestiiig that they are in compliance with the
requirements per the stat?ite.
160.180 (1 ) As cised in this section, "relative" means father, mother, brother, sister. husband, wife, son,
and daughter.
(2) No pcrson shall bc eligible for mcmbcrship on a board of cducation:
(a) Unicss he has iittained tl'ic agc of twcnty-four (24) years; anc'l
(b) Ui'i!ess he l'ias bccn a citizcn of Kei'itucky for at least threc (3) ycars prcceding his clcction arid is a
voter cif the district for which he is elected; and
(c) Unless he has completed at least the twelfth grade or has been issued a High Scliool Equivalency
Diploma; and
(d) Unless air affidavit signed under penalty of per'3ury certifying completion of the twelfth grade or the
equivalent as deteriniiied by passage or the lwelfth grade eq?iivaleney examination field under
rcgulatioiis adoptcd by thc Kcntucky Board of Education has bccn filed with the riominating pctition
rcq?iircd by KRS l18.3I5; and
(c) For a candidatc who files a nominating pctition as rcquircd by KRS 118.315 on or aftcr Alirii 4,
2018, ciiiless a traiiscrilit evideneing completion of the ffielftli grade or results of a twelfth grade
equivaleiicy examination has been filed with the nominating petition; or
(f) Who holds any elective federal, state, county, or eity office; or
(g) Who, at thc timc of his elcctioii, is directly or indiiacctly iiitercsted in thc sale to thc board of books,
stationery, or any other property, i'naterials, supplies, equipment, or services for which school funds are
expendcd; or
(h) Who has becn removed from membership on a board of cducatioii for cause; or
(i) Who has a relative as defined iii subsection (l) of tl'iis section employed by the school distriet and is
elected after July 13, 1990. Howesrer, this shall not apply to a board member lioldiiig office on .July 13,
1990. whose relative was riot iiiitially hired by the district during the tenure of the board member.
(3) [f, after the election of any member of the board, he becomes ixiterested iii any contract wifh or
claims cigainst thc l:ioard, of the kind mei*tioi'ied in paragrapl'i (g) of subsection (2) of this section, or if he
moves his residencc from thc distriet for wliicli he was chosen, or if ?'ie attci'npts to influci'ice the hiriiig
of airy school employee, cxcept the superiiitendent of schools or school bciard attorney, or if he does
anyt]'iing that would rcndcr him incligible for rcclection, hc shall be subjcct to ren'ioval fiaom offiec
pursuant to KRS 4?5.050 and 415.060.
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State Compliance Requirements

(4) A board member shall be eligible for reeleetion unless he becomes disqualif'ied.
(5) Tlie annual in-service trainiiig requiren'ients for a?l school board mcmbers in office as of Decembcr
31, 2014, shall be as follows:
(a) Twclve (12) ]iorns for schcx'yl bo;ird membcrs with zcro to three (3) ycars of expcricnce;
(b) Eigl'it (8) lio?irs for school hoard members witl'i four (4) to seven (7) years of experience; and
(c) Forir (4) hours for school boarct members with eight (8) or more years of experience.
The Kentucky Board of Education sMll icienlify tire eriteria for [ulfilling this requirentent
(6) (a) For al? board mcx'nbers who bcgiii thcir iiiitiaJ sei'yice on or after Januaiy l , 2015, tl'ic aimual in-
scrviee training rcquircments shall bc twclve (12) hours fcir schooJ bciard members with zero to eight (8)
years of cxpcrience and eigl'it (8.) hours for school board members wit?'i morc tliaii eight (8) years of
eXpeTlella;'.

(b) Training topics for scl'ioo} board members shall include:
1. Three (3) hours of finanee, one (l) hour of ethics, and one (l) hour of superintendent evaluation
anmially for members with zero (o three (3 ) years' experience;
2. Two (2) iio?u's of finance, one (l) ho?ir of ethics, and oxie (J) hour of superintendent evaluation
annually for rnembcrs with four (4) to seven (7) years' experience; and
3. (?nc (]) hour of finance, one (I) l?iour of etl'iics, and oi'ic (l) ?iour of superii'iteridcnt evaluation
biennially for members with eigl'it (8) or more years' experience.
Thc Kcntucky Board of Ec!ucation shall identify criteria for f'i'ilfil]ing tbis rcquirement.

* Salary Schedules (KRS 15 7.320(12) and KRS 15 7.350(3); 702 KAR 3:070):
Observance of approved single salary schedule (KRS 157.320(12) and 157.350(3); and 702 KAR 3:070)
means a schedule adopted by a local board from which all teachers are paid for one hundred eighty-five
(185) days and is based on training, experience, and such other factors as the Kentucky Board of
Education may approve and which does not discriminate between salaries paid elementary and
secondary teachers. If the budget bill contains a minimum statewide salary schedule, no teacher shall be
paid less than the amount specified in the biennial budget salary schedule for the individual teacher's
educational qualifications and experience.

* Compliance with applicable laws and regulations governing procuremem:
School district purchasing procedures must comply with KRS 424.260 unless the district has adopted the
local public agency provisions of KRS Chapter 45A, the Model Procurement Code, KRS 45A.343 to
45A.460, by formal action of the local board.

Eid Law KRS 424.260 and 702 KAR 3:135: If a district has not adopted the Model Procurement Code,
the Bid Law requires districts to advertise for sealed bids for any contract, lease or other agreement for
materials; supplies except for perishable meat, fish and vegetables; equipment; or for contractual
services other than professional, involving an expenditure of more than $20,000. The $20,000 threshold
applies to district wide purchases rather than individual schools and is deemed to apply to items which
can be purchased from the same vendor or can be grouped together by expenditure code such as
teaching supplies. Contracts for construction of new school buildings and additions and repairs to
existing buildings which exceed $7,500 must be awarded by competitive sealed bidding (KRS 162.070).

KRS 45A.365: If a district has adopted the Model Procurement Code, KRS 45A.365 requires that all
contracts or purchases be awarded by competitive sealed bidding, which may include the use of a
reverse auction, except as otherwise provided by KRS 45A.3 70 to 45A.385.
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State Compliance Requirements

KRS 45A.370: Competitive Negotiations are possible when specifications cannot be made sufficiently
specific to permit award on the basis of either the lowest bid price or the lowest evaluated bid price;
sealed bidding is inappropriate because available sources of supply are limited; or the bid prices
received through sealed bidding are unresponsive or unreasonable.

KRS 45A.380: Noncompetitive Negotiation may be used when a written determination is made that
competition is not feasible due to the following circumstances: (l) an emergency exists, (2) there is a
single source within a reasonable geographic area of the product or service to be procured, (3) contract is
for professional services other than constmction management services, (4) contract is for perishable
items purchased on a weekly or more frequent basis, (5) contract is for replacement parts, (6) contract is
for proprietary items for resale, (7) contract is related to selling by students as an educational experience,
(8) contract is related to authorized travel outside the school district, (9) contract is for purchase of
supplies for sale at public auction, (10) contract is for group health and life insurance and accident
insurance, group professional liability insurance, worker's compensation and unemployment insurance,
(11) contract is for a sale of supplies that will result in a savings to the district, arid (12) eoiitract is with
a private dcvcloper and coritains a rcquircmcnt.

KRS 45A.385: .Small Purchase procedures may be used when the aggregate amount of the contract does
not exceed $20,000. Policy must be in writing and available to the public.

KRS 45A.420: State Price Contracts may be used when the result is a savings to the district and the
purchase does not exceed two thousand five hundred dollars ($2,500).

* conflicts of Interest (KRS 156.480):
No employee of a school district with decision making authority over the financial position of a school,
school district, or school system shall have any pecuniary interest in an amount exceeding twenty-five
dollars ($25).

* Collection of School Taxes (KRS 160. 500 - . 51 0):
Tax collector is entitled to a fee equal to his expenses but not less than 1 .5% and not to exceed 4% for
the collection of school taxes. The tax collector will, on or before the tenth day of each month, pay the
depository of the board of education the amount of the school tax collected up to and including the last
day of the preceding month. The amount paid, along with the classes of property from which it was
received, is to be reported in writing to the treasurer of the board. This means that the sheriff or other
properly tax collector is not to deduct his fee from the taxes collected.

* Imerest otx Investment of School Taxes (KRS 134.140(2)):
If the sheriff invests local tax receipts, he must turn over to the board of education a proportionate share
of investment earnings.

* Compliance with Bonds, Penal Sum:
Fideliffl bond, treasurer KRS 160.560(2): "The treasurer shall execute an official bond for the faithful
performance of the duties of his office to be approved by the local board and the Commissioner of
Education. The bond shall be guaranteed by a surety authorized to do business in this state and shall be
in an amount determined by the board of education in accordance with the administrative regulations
promulgated by the Kentucky Board of Education. The premium on the bond shall be paid by the board
of education. A copy of the bond shall be filed with the board of education and the Commissioner of
Education.?
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State Compliance Requirements

Fidel% bond, penal sum 702 KAR 3:080 Section 2: As stipulated in Kentucky Adrninistrative
Regulations. "(l) A local board of education shall require a fidelity bond from the board treasurer, the
finance officer, and others holding similar positions who are responsible for district funds or who
receive and expend funds on behalf of the school district. (2) A local board of education, on the advice
of the Commissioner of Education, shall determine the amount of the penal sum of the fidelity bond for
all employees by July 1st of each year. (3) The local board of education shall submit the fidelity bonds
to the Co?issioner of Educati6n for approval no latej than July 31st of each year." Review distric'ts'
personnel that have access or responsibility for local board funds and ensure that the districts comply
with the administrative regulation by having that person(s) bonded appropriately.

Bond of Depositories (KRS 160.5 70(1)):?Each board of education shall appoint a bank, tmst company,
or savings and loan association to serve as its depository, and if its annual receipts from all sources
exceed one hundred thousand dollars ($ 100,000), it may designate three (3) depositories, except boards
of education of school districts in counties containing cities of the first class may designate up to six (6)
depositories. The depository may be designated for a period not to exceed two (2) years, and before
entering upon its duties shall agree with the board as to the rate of interest to be paid on average daily or
monthly balances."

Depository bond, penal sum 702 KAR 3:090: As stipulated in Kentucky Administrative Regulations.
(l) A local board of education, on the advice of the superintendent, shall determine the penal sum of the
bond of depository at least thirty days prior to the depository entering upon its duties and by July l of
each year. (2) The depository bond must be approved by the Commissioner of Education. (3) The penal
sum of the depository bond shall be at least equal to either 103 percent of the current daily balances in
each account as they may fluctuate throughout the life of the bond or the highest daily balance in each
account each month for all accounts in the previous year. The escrow agent for a depository choosing to
use a collateral bond shall file safekeeping receipts with the local board of education as evidence of any
collateral that has been pledged in accordance with the provisions of the bond executed by the
depository institution. To reduce the penal sum of a collateral bond, the local board of education shall
submit a notice, with reasons for the reduction, to the Commissioner of Education. A local board of
education shall not permit a reduction of the collateral of a bond without execution of a new bond with
prior approval of the Commissioner of Education.

* Substitute Teacher Pay (702 KAR 3:075):
Boards of education shall adopt a per diem pay schedule for substitute teachers which will take into
account their training and experience.

* Transportatioix Reimbursement (KRS 158.110 ayid KRS 758, 115):
Transportation of non-public school (private or parochial) children and reimbursement agreements per
KRS 15 8. 110 and accompanying attorney general opinions.

* Payment of Salaries to School Employees (KRS 160.291 and 702 KAR 3:060):
KRS 160.291 atxd 702 KAR 3:060 state that all school employees working on a continuing, regular basis
shall be paid regularly on dates determined by the employing board of education during the school year
or during the fiscal year for 12 month employees.

KRS 161.011 requires that districts provide contracts for all classified employees and that job
descriptions are consistent with KDE Classification Plan for Classified Employees.
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* publication of the Budget and Atxnual Finaricial Statemem (KRS 424.220, KR.S 424.250 atxd KRS
160.463):
KRS 424.220 (l ) ?Exeepting or'hcers of a city or the first class or a eoiisolidated local govei'nment, a
county containing SIICII a city or coxisolidated Iocal government, a p?iblic ageney of such a city,
consolidated local goven'irncnt, or county, or a joint agency of such a city, consolidated local
govcrimient, and county, or of a school district of such a city, eonso!idated local govemmcnt, or cormty,
arid excepting officers ot' a city with a pripiilaticm equal to or grea{e( than ttventy thousand (20,000)
based upon the most recent federal decennial census or an urban-county government, evers7 public
orncer of airy schooi district, cily, consolidated local government, county, or subdivision, or district less
than a corinty, whosc duty it is to collect, receive, have the custody. control, or disbursement of public
funds, and every officer of airy board or commission of a city, eoiisolidated locai governn'ient, COLI??I:)/, or
district whosc duty it is to collect, reccivc, liavc the custody, coiitro!, or disburscmcnt of timds collcctcd
from the public in thc fomi of rmes, ebargcs, or asscssinems foia services or benet'its, shall at tlic
cxpiration of cach fiscal ycar prcp:src an itcmizcd, sworn statemem of t}ic funds co]lccted, rcceived,
held, or disbursed by him during the fiscal year .iust closed, ?inless he has complied wiith KRS 424.230."
(4) "The financial reporting and publishiiig requirements for a school district are provided in I(RS
l60.463.?

KRS 424.250: The board of education of the district shall cause the budget to be advertised for the
district by publishing a copy of the budget in a newspaper.

KRS 160.463: ?The school board of each public school system shall direct its superintendent to publish
the complete annual financial statement and the school report card ammally:

(a) [n the newspapel- o[ the largest general cire?ilation iii the county;
(b) E!ectronieally 011 a Web sitc of the school distriet; or
(c) By printcd copy at a prearrangcd site at thc n'iain braneh of the public library withiii thc school

distiaict.

If publication on a Web site of tl'ie sehool distriet or by priiited copy at tl'ie public library is chosen, the
superintendent shall be directed to publish notification in the newspaper of the largest circulation in the
county as to the location where the document can be viewect by lhe public.

Thc notification shall inc'lude the acictress of t?ic lib'raiy or tl'ie electronic addrcss of the Web site whcrc
thc documents can be viewed.

Each system's financial statements shall be prepared and presented on a basis consistent with that of the
other systems.?

* No Extetxsions of Credit (Sections 177 aixd 179 State Cotxstitution):
Extension of credit by the Board of Education as prohibited in Sections 177 and 179 of the State
Constihition.

* Incompatibilhy:
Incompatibility of offices and employment as stated in Sections 165 and 237 of the State Constitution.
Refer also to KRS 61.080, 160.180, and 160.345.
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* Exceeding of Budget per KRS 160. 550 and 702 KAR 3:05 0:
No expenditures are permitted in excess of the income and revenue of any year.
A district is deemed to be in a deficit if it ends a fiscal year with a negative fund balance in the General
Fund as reported on the district's Annual Financial Report.

* Adherence to budget atxd tax cycle outlined in KRS 160.470, KRS 160.345, 702 KAR 3:246, KRS
132.0225, HE 200 (2018 Regular Sessioi'i):
KRS 160.345(2)(f) and 702 KAR 3:246 require local boards to make a tentative allocation to school
councils by March 1 and notice of an updated allocation by May l of each year which shall include the
amount of certified and classified staff based on the district's staffing policy and the amount for
instmctional supplies, materials, travel and equipment. KRS 132.0225 requires that a taxing district that
does not elect to attempt to set a rate that will produce more than four percent (4%) in additional
revenue, exclusive of revenue from new property as defined in KRS 132.010, over the amount of
revenue produced by the compensating tax rate as defined in KRS 132.010 shall establish a final tax rate
within forty-five (45) days of the department's certification of the county's property tax roll. A city that
does not elect to have city ad valorem taxes collected by the sheriff as provided in KRS 91A.070(l)
shall be exempt from this deadline. Any nonexempt taxing district that fails to meet this deadline shall
be required to use the compensating tax rate for that year's property tax bills.

-Aliocations to School-Based Decisioii Making Councils: Notwitlistandiiig 21 KRS l 60.345(8), for fiscal
years 2018-2019 and 2019-2020, a Iocal board of edueatioii may reduce tlxe alNocations lo individual
schools within the distriet as outlined ixi 702 KAR 3:246, sccs. 6, 7, arid 8. The allocation undcr 702
KAR 3 :246, sec. 6, sball riot be less than S 100 pcr pupil in avcragc daily attendance.

KRS 160.470(6)(a), HB 200 (2018 Regulttr Session): also requires boards of education to adopt a
tentative working budget for subsequent fiscal year by May 30 of each calendar year.-fNotwitltstanding
KRS 160.470(6) or any stalute to tbe contrary, during fiscal year 2018-2019 and iiscal year 2019-2020
local school districts may adopt arid tire Kentucky Board of Education may approve a working budger
that includes a minimum reserve less than two percent of the ?otal !xidget. Tlie Kentucky Deparunent of
Educatioxi shall monitor tl'ie tinancial liosition of any dish-rat tl'iat receivcs approval for a working budgct
wit?i a rcscrvc of less tl'iciii tsvo perccnt and shall providc a financial report fcir t?iose districts at eacl'i
mceting of thc Kcntucky Board of Education.

KRS 160.470(6)(b) requires local boards to submit a working budget to the Kentucky Board of
Education by September 30 of each calendar year. Evidence of board action can be found in the official
minutes of the board.

HB200 (20?8 Reguktr Session): Each loeal school district shall sulymit a rcport to the Lcgislative
Research Con'imission at'id tlic Dcpaitment of Educatioi'i no latcr than December l of each fisca] ycar,
which shall include:

(1) All expenses charged to tbe Instruclioii (?XXX), Sludent Support Services (21XX), lnstructional
Staff Support Services (22XX), I)istrict Admiiiistrative Suppoit Sei'vices (23XX), School
Administrative Support Services (24XX), and Business Support Serviccs (25XX) function codcs
iii thc "MUNIS Ui'iiform Chait of Accounts? (revised cffccti-ve July I, 2017, delineated by thc
relevant subfunctioii codes, for tl'ie previous fiscal year;

(2) A compcirison of thc prcvious fiseal ycar's expcnscs, 21S detailed in subsection (l ) of this scction,
with tl'ie same expertises in the precediiig fisea} year;
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State Compliance Requirements

(3)A detailed section explaining steps taken to reduce administrative expenditures while
maintaining and cxpanding instmetional cxpcnditurcs; and

(4) A copy of thc district's policy for maintaining a reserve tund balanee in compliancc with
appropriate govcrnment and accounting standards.

* SFCC Participation (KRS 1 s 7. 611 - . 640):
The School Facilities C6nstruction Cornmissiori was established to help local school districtS meet their
school constmction and education technology needs. The commission administers two separate
programs: the school construction funding program and the education technology program. Funds
appropriated for each program to the school district are to be maintained and audited separately.

For the School Facilities Construction program, noncompliance with KRS 157.611(2), .615(l), .620(l-
3), .622(5), .625(4), .627(l-3), or .632(l) shall be noted.

For the Education Technology Funding progmm, refer to KRS 157.650 - .660 and 750 KAR 2:OlO.
Expenditures from the technology fund must be consistent with the district's approved technology plan.

Imerest Earned on Restricted Accounts (KRS 1 s 7. 61 s and KRS 15 7. 620):
The school district shall transfer all available local revenue, as defined by KRS 157.615(1), to a
restricted account for school building constmction, to be utilized for the priorities defined by the
approved school facilities plan.

Interest earned on funds deposited in the restricted accounts required by KRS 157.620(2) shall be
deposited in the restricted account and shall become part of the restricted funds.

* Retirement Systems:
Compliance with applicable statutes and regulations governing the Teachers' Retirement System (TRS)
is located at Teachers Retirement System - https://trs.ky.gov/employers/ and the County Employees'
Retirement System (CERS) is located at County Employees' Retirement System-
h ttp s :/ / kyret.ky.gov/ Emp loyers/ Pages/ de fault. aspx.

* Properffl Irxsurance (KRS 160.105 atxd 702 KAR 3:030):
Insurance required per KRS 160.105 and 702 KAR 3:030. The school district shall provide for fire and
extended insurance coverage on each building owned by the board that is not surplus to its needs as
shown by the approved facility plan. The requirement for such coverage shall not exceed replacement
cost and shall allow for the features of coinsurance and deductibles. Refer to the following KDE, District
Facilities Branch's webpage link for the fiscal year 2019 Property Insurance Replacement Cost.:
Property Insurance Replacement Costs - https://education.ky.gov/districts/fac/Pages/Property-
Insurance.aspx. While the statute and regulation explicitly require replacement cost insurance for non-
surplus prope%, surplus property should also be covered by an insurance policy to protect the district's
investment. For surplus property, the suggested coverage would be based on fair market value of the
structure(s) covered.

* Sick Leave (KRS 15 7.420(3)):
Unused sick leave per KRS l 57.420(3) provides guidance to school districts for funding a restricted sick
leave account, and compensating teachers or employees, for unused sick leave. "A district that
compensates its teachers or employees for unused sick leave at the time of retirement, pursuant to KRS
161.155, may create an es6row account to maintain the amount of funds necessary to pay teachers or
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employees who qualify for receipt of the benefit. The fund is limited to not more than fifty percent
(50%) of the maximum liability for the current year to be determined according to the number of staff
employed by the district on September 15. Interest generated by the account shall be calculated as part
of the total amount. The fiinds shall not be used for any purpose other than compensation for unused
sick leave at time of retirement and shall not be considered as part of the general fund balance in
deternnining available local revenue for purposes of KRS 157.620." Full disclosure of findings is
desired.

* Per Diem and Expenses for Board Members (KRS 160.280):
"Members of boards of education shall receive no salaries, but members of boards of education may
receive a per diem for seventy-five dollars ($75) in any calendar year, and their actual expenses for each
regular or special meeting attended. Members shall receive this same per diem for training required by
KRS 160.180. In no case shall the expenses incurred within the district or per diem of any member
exceed three thousand dollars ($3,000) in any calendar year.

Members of boards of education may be reimbursed for actual and necessary expenditures incurred
outside the district in performance of their duties authorized by the board.

All claims shall be made out according to law and filed with the secretary of the board and shall be
approved and paid as other claims against the board.

Board members shall be eligible to participate in any group medical or dental insurance plan provided to
employees of the district pursuant to KRS 161.158. Participating board members shall pay the full cost
of any premium required for their participation in the plan."

Legislative changes, if applicable, will supersede the data approved in the fiscal year 2018-2019
Audit Contract package.
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Appendix I-Audit Extension Request
Audit Fiscal Year 2018 - 2019

Audit Firm Telephone Number:Audit Firrn Name:

Auditor Name:

District Name:

Requested Extension Date:

Extensions are being carefully scmtinized by the State Committee for School District Audits, and are by
no means automatically approved. It is of utmost importance that the audits be completed by the due date,
and that the audits agree to the districts' AFRs per the audit contract.

THIS SECTION MUST BE COMPLETED BY AUDIT FIRM

1) What are the specific reasons the audit cannot be completed on or before November 1 5'h?

a) Audit Firm Issues?

b) School District Issues?

2) When did the audit firnn begin work on the audit?

a) Summarize work completed to date.

b) Surnmarize work yet to be completed.

3) Has the firm encountered any difficulties working with the district personnel or their financial
records?

4) Does the audit firm or district need guidance from KDE in order to complete the audit on time?

5) How many school district audits is this firm performing for the current audit year?

6) Has the audit firm requested extensions for any other districts?

a) If yes, how many?
Provide the names of those districts.

b) What reasons are given for the other districts' extension requests?

7) Was an extension requested by this audit firm for this district for the prior audit year? If yes, what
were the reasons given for the extension request?

8) Was an extension requested by this audit firm for any other districts for the prior audit year? If yes,
what were the reasons given for the extension requests?
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Appendix I - Audit Extension Request
Audit Fiscal Year 2018 - 2019

Audit Firm Name:

Superintendent Name:
District Telephone Number:

District Name:

Finance Officer Name:

THIS SECTION MUST BE COMPLETED BY THE SCHOOL DISTRICT

1 ) Were you aware that your audit firm has requested an extension?

2) Does the audit firnn or district need guidance from KDE in order to complete the audit on time?

3) Have there been any difficulties or problems between the district and the audit firrn?

4) Has the district provided the audit firm all of the documentation requested, including the Management
Discussion and Analysis? If no, please explain what has not been submitted to the auditor and what
steps are being taken to resolve the matter.

5) Does the district believe that an extension is necessary?

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 on or before October 1, 2019. This
form is provided and must be completed and submitted electronically as follows:

Finance.Reports@education.ky. gov
with the ?DISTRICT NAME AUDIT EXTENSION REQUEST"

in the subject line (SUBJECT: DISTRICT NAME AUDIT EXTENSION REQUEST)
Carbon copy School District Superintendent and Finance Officer
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Appendix II - Submission Instructions

Due to KDE on or before May 28, 2019 ?

ELECTRONIC COPIES:

The Audit Acceptance Statement web form, which includes the justification section for using the same
auditor/audit firm for five consecutive years, must be completed and submitted electronically through KDE
SharePoint at https://stafflcyschools.sharepoint.com/sites/dsapps/DFMB/Lists/DistAudAccStat}Default.aspx.
The Audit Acceptance Statement electronic web form submission instructions are located on the Fix'iancial
Audit Contraet Iriformation KDE website at http://education.ky.gov/districts/FinRept/Pages/District-
Financial-Audit-Contracts.aspx.

*

SIGNED PAPER COPIES:

Send one signed audit contract, latest peer review report and, if applicable, any letter of response and
KyCPA Peer Review Committee letter to KDE at the following address:

Division of District Support
Kentucky Department of Education
Attn: Distriet Financial Managemcnt Braneh
300 Sower Blvd, 4" Floor
Frankfort, KY 40601

*

Due to ][G)E on or before November 15, 2019

ELECTRONIC COPIES:

The Audited AFR and Balance Sheet that are in agreement with the FY20l8-2019 audit report must be
submitted through the KDE SEEK District Data Submission program at '5?. The MUNIS Annual
Financial Report Guide STW GL 2 instructions for creating and submitting the Annual Financial Report and
Balance Sheet electronically to KDE and the Audited AFR and Balance Sheet Submission Guide are located
on the KDE MUNIS Support and Guides website at MUNIS Support and Guides-
http://education.ky.gov/districts/Pages/MUNIS-Guides.aspx, choose the General Ledger-Year End section.
The Statement of Certification (SOC) must be certified and submitted by selecting the SOC option
during the electronic submission of the FY 2018-2019 Audited AFR and Balance Sheet through the KDE
SEEK District Data Submission program at 8?. One electronic copy of the audit report must be
submitted to the following e-mail address: Finance.Reports@education.ky.gov with the ?DISTRICT NAME
AUDIT? in the subject line (SUBJECT: DISTRICT NAME AUDIT).
The audit report shall be submitted in ADOBE ACROBAT (PDF) with the file name ?FY20l8-2019 FA
District Name.pdf'. Example: FY20l8-2019 FA Adair Co.pdf. One electronic copy of the management
letter must be submitted, either included with the audit report or in a separate PDF file. If submitted
separately, it must be submitted to the same address listed above for submission of the audit report with the
file name "FY20l8-2019 FA District Name Mgt Ltr.pdf'. Example: FY20l8-2019 FA Adair Co Mgt
Ltr.pdf.
The audit report and management letter must be signed and saved as a PDF file. Files must be text-based
PDF and unlocked for improved accessibility.
Electronic audit documents cannot be password protected.
Single Audits must be submitted electronically to the Federal Audit Clearinghouse at Federal Audit
Clearinghouse, in accordance with 2 CFR 200 Uniform Administrative Requirements, Cost Principles, and
Audit Requirements for Federal Awards.
The Management Letter Comments Spreadsheet must be submitted to the following email address:
Finance.Reports@,education.ky.gov with the "District Name Mgmt Letter Comments" in the subject line. All auditor
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firms or auditors must comply with the specified spreadsheet format located on the KDE website at Management
Letter Comments Spreadsheet - https://education.ky.gov/districts/FinRept/Pages/District-Financial-Audits.aspx.

SIGNED PAPER COPIES:

* Send one signed paper copy of the audit report to KDE at the following address:

Division of District Support
Kentucky Department of Education
Attn: District Financial Management Branch
300 Sower Blvd, 4'h Floor
Frankfort, KY 40601
Attn: Financial Management Branch

* Deliver one signed paper copy of the audit report to the school district.

Due to KDE within the timeframe designed by KDE

RESUBMISSION:

* If it is determined that the audit report needs to be revised and resubmitted to KDE, either during the audit
review process or as a result of 2 CFR 200 Deslc Review findings, the auditor will submit one electronic
revised and signed copy of the audit report to KDE within the timeframe designated by KDE. No hard copy
of the revised audit report is required.
The entire audit report shall be resubmitted to the local board, KDE, and all other parties to whom the
original audit report was submitted.

*

34



1 BARNES
Aa c'(c.'l.ff'll..'{?(,j ' 171.

DENNIG
:,?: 1, .1: S ..' ". xal? :: ?h l(j S l l'.'.i' l 'l ?.

KENTUCKY OFFICE

2617 Legends Way
Crsstview Hills, KY 41017

Main: 85el.344.6400

Fax: 859.578.7522

April 16, 2019

Amy Smith, Finance Director
Woodford County Schools
330 Pisgah Pike
Versailles, KY 40383

Dear Amy?

We are pleased to confirm our understanding of the services we are to provide Woodford County Schools
for the year ended June 30, 2019. We wil! audit the financial statements of the governmental activities, the
business-type activities, the aggregate discretely presented component units, each major fund, and the
aggregate remaining fund information, including the related notes to the financial statements, which
collectively comprise the basic financial statements, of Woodford County Schools as of and for the year
ended June 30, 2019. Accounting standards generally accepted in the United States of America provide
for certain required supplementary informatiori (RSI), such as management's discussion and analysis
(MD&A), to supplement Woodford County Schools' basic financial statements. Such information, although
not a part of ttie basic financial statements, is required by the Governmental Accounting Standards E3oard
who considers it to be an essential part of financial reporting for placing the basic financial statements in
an appropriate operational, economic, or historical context. As part of our engagement, we will apply certain
Iimitea procedures to Woodford County Schools' RSI in accordance with auditing standards generally
accepted in the United States of America. These limited procedures will consist of inquiries of management
regarding the methods of preparing the information and comparing the information for consistency with
management's responses to ourinquiries, the basic financial statements, and other kriowledge we obtained
during our audit of the basic financial statements. We will not express an opinion or provide any assurance
on the information because the Iimited procedures do not provide us with sufficient evidence to express an
opinion or provide any assurance. The following RSI is required by generally accepted accounting principles
and witl be subjected to certain limited procedures, but will not be audited:

1) Management's Discussion and Analysis.

We have also been engaged to report on supplementary information other than RSI that accompanies
Woodford County Schools' financial statements. We will subject the following supplementary information to
the auditing procedures applied in our audit of the financial statements and certain additional procedures,
including comparing and'reconciling such information directly to the underlying accounting and other
records-used to prepare the financral statements or to the financial statements themselves, and other
additional procedures in accordance with auditing standards general!y accepted in the United States of
America, and we will provide an opinion on it in relation to the financial statements as a whole, in a report
combined with our auditor's report on the financial statements:

1 ) Schedule of expenditures of federal awards.
2) Combining balance sheets of non-major governmental funds
3) Combining statements of revenues, expenditures and changes in fund balances of non-major

governmental funds
4) Statement of receipts, disbursements and fund balances - bond redemption funds
55 Statements of receipts, disbursements and fund balances - school activity funds
6) General fund budgetary information

barnesdenniq.com{Al{k/WW W W . 11 d I
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BARNES DENNIG

Woodford County Schools
April 16, 2019
Page 2

AUDIT OBJECTIVES

The objective of our audit is the expression of opinions as to whether your financial statements are fairly
presented, in all material respects, in conformity with u.s. generally accepted accounting principles and to
report on the fairness of the supplementary information referred to in the second paragraph when
considered in relation to the financial statements as a whole. The objective also includes reporting on -

* Internal control related to the financial statements and compliance with the provisions of Iaws,
regulations, contracts, and grant agreements, noncompliance with which could have a material
effect on the financial statements in accordance with Govemment Auditing Standards.

@ Internal control related to major programs and an opinion (or disclaimer of opinion) on compliance
with Iaws, regulations, and the provisions of contracts or grant agreements that could have a direct
and material effect on each major program in accordance with the Single Audit Act Amendments
of 1996 and Title 2 u.s. Code of Federal Regulations (CFR) Part 200, Uniform Administrative
Requirements, Cost principles, and Audit Requjrements for Federal Awards (Uniform Guidance).

The Government Audjting Standards report on internal control over financial reporting and on compliance
and other matters will include a paragraph that states that (1 ) the purpose of the report is solely to describe
the scope of testing of internal control and compliance and the results of that testing, and not to provide an
opinion on the effectiveness of the entity's internal control or on compliance, and (2) the report is an integral
part of an audit performed in accordance with Government Auditing Standards in considering the entity's
internal control and compliance. The uniform Guidance report on internal contro! over compliance will
include a paragraph that states that the purpose of the report on internal control over compliance is solely
to describe the scope of testing of internal control over compliance and the results of that testing based on
the requirements of Uniform Guidance. Both reports will state that the report is not suitable lor any other
purpose.

Our audit will be conducted in accordance with auditing standards generally accepted in the United States
of America; the standards for financial audits contained in Government Auditing Standards, issued by the
Comptroller General of the United States; the Single Audit Act Amendments of 1 996; and the provisions of
Uniform Guidance, and will include tests of accounting records, a determination of major program(s) in
accordance with Uniform Guidance, and other procedures we consider necessary to enable us to express
such opinions. We will issue written reports upon completion of our Single Audit. Our reports will be
addressed to the School Board of Woodford County Schools. We cannot provide assurance that unmodified
opinions will be expressed. Circumstances may arise in which it is necessary for us to modify our opinions
or add emphasis-of-matter or other-matter paragraphs. If our opinions on the financial statements or the
Single Audit compliance opinions are other than unmodified, we will discuss the reasons with you in
advance. If, for any reason, we are unable to complete the audit or are unable to form or have not formed
opinions, we may decline to express opinions or issue reports, or may withdraw from this engagement.
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AUDIT PROCEDURES-GENERAL

An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the
financial statements; therefore, our audit will involve judgment about the number of transactions to be
examined and the areas to be tested. An audit also includes evaluating the appropriateness of accounting
policies used and the reasonableness of significant accounting estimates made by management, as well
as evaluating the overall presentation of thei financial statements. We will plan and perform the audit to
obtain reasonable rather than absolute assurance about whether the financial statements are free of
material misstatement, whether from (1) errors, (2) fraudulent financial reporting, (3) misappropriation of
assets, or (4) violations of iaws or governmental regulations that are attributable to the government or to
acts by management or employees acting on behalf of the government. Because the determination of abuse
is subjective, -Government Auditing Standards do not expect auditors to provide reasonable assurance of
detecting abuse.

Because of the inherent Iimitations of an audit, combirred with the inherent limitations of internal control,
and because we will not perform a detailed examination of all transactions, there is a risk that material
misstatements or noncompliance may exist and not be detected by us, even though the audit is properly
planned and performed in accordance with u.s. generally accepted auditing standards and Government
Auditing Stan'dards. In addition, an audit is not designed to detect immaterial misstatements or violations
of Iaws or governmental regulations that do not have a direct and material effect on the financial statements
or major programs. However, we will inform the appropriate Ievel of management of any material errors,
any fraudulent financial reporting, or misappropriation of assets that come to our attention. We will also
inform the appropriate leve! of management of any violations of Iaws or governmental regulations that come
to our attention, unless clearly inconsequential, and of any material abuse that comes to our attention. We
will include such matters in the reports required for a Single Audit. Our responsibility as auditors is Iimited
to the period covered by our audit and does not extend to any Iater periods for which we are not engaged
as auditors.

Our procedures will include tests of documentary evidence supporting the transactions recorded in the
accoffnts, and may include tests of the physical existence of inventories, and direct confirmation of
receivables and certain other assets and Iiabilities by correspondence with selected individuals, funding
sources, creditors, and financial institutions. We will request written representations from your attorneys as
part of the engagement, and they may bill you for responding to this inquiry. At the conclusion of our audit,
we will requ;e-certain written representations from you about your responsibilities for the financial
statements;' schedule of expenditures of lederal awards; federal award programs; compliance with Iaws,
regulations, contracts, and grant agreements; and other responsibilities required by generally accepted
auditing standards.

AUDIT PROCEDURES-INTERNAL CONTROL

Our audit will include obtaining an understanding of the government and its environment, including internal
control, sufficient to assess the risks of material misstatement of the financial statements and to design the
nature, timing, and extent of further audit procedures. Tests of controls may be performed to test the
effectiveness of certain controls that we consider relevant to preventing and detecting errors and fraud that
are material to the financial statements and to preventing and detecting misstatements resulting from illegal
acts and other noncompliance matters that have a direct and material effect on the financial statements.
Our tests, if performed,' will be Iess in scope than would be necessary to render an opinion on internal
control and, accordingly, no opinion will be expressed in our report on internal control issued pursuant to
Government Auditing Standards.
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As required by the Uniform Guidance, we will perform tests of controls over compliance to evaluate the
a effectiveness 6f the design and operation of controls that we consider relevant to preventing or detecting
material noncompliance with compliance requirements applicable to each major federal award program.
However, our tests will be less in scope than would be necessary to render an opinion on those controls
and, accordingly, no opinion will be expressed in our report on internal control issued pursuant to the
Uniform Guidance.

An audit is not designed to provide assurance on internal control or to identify significant deficiencies or
material weaknesses. However, during the audit, we will communicate to management and those charged
with governance internal control related matters that are required to be communicated under AICPA
professional standards, Government Auditing Standards, and the Uniforrn Guidance.

AUDIT PROCEDURES-COMPLIANCE

As part of obtaining reasonable assurance about whether the financial statements are free of material
misstatement, we will perform tests of Woodford County Schools' compliance with provisions of applicable
Iaws, regulations, contracts, and agreements, including grant agreements. However, the objective of those
procedu-res will not be to provide an opinion on overall compliance and we will not express such an opinion
in our report on compliance issued pursuant to Government Auditing Standards.

The Uniform Guidance requires that we also plan and perform the audit to obtain reasonable assurance
about whether the auditee ras complied with applicable laws and regulations and the provisions of contracts
and grant agreements applicable ro major programs. Our procedures will consist of tests of transactions
and other applicable procedures described in the Uniform Guidance Compliance Supplement for the types
of compliance requirements that could have a direct and material effect on each of Woodford County
Schools' major programs. The purpose of these procedures will be to express an opinion on Woodford
County Schools' compliance with requirements applicable to each of its major programs in our report on
compliance issued pursuant to Uniform Guidance.

OTHER SERVICES

We will also assist in preparing the financial statements, schedule of expenditures of federal awards, and
related notes of Woodrora County Schools in conformity with u.s. generally accepted accounting principles
and the Uniform Guidance based on information provided by you. These nonaudit services do not constitute
an audit under Government Auditing Standards and such services will not be conducted in accordance with
Government Auditing Standards.

MANAGEMENT RESPONSIB?LIT?ES

Management is responsible for (1 ) establishing and maintaining effective internal contro!s, including internal
controls over compliance, and ror evaluating and monitoring ongoing activities, to help ensure that
appropriate goals and objectives are met; (2) following laws and regulations; (3) ensuring that there is
reasonable assurance that government programs are administered in compliance with compliance
requirements; and (4) ensuring that management and financial information is reliable and properly reported.
Management is also responsible for implementing systems designed to achieve compliance with applicable
laws, -regulations, contracts, and grant agreements. You are also responsible for the selection and
application of accounting principles; for the preparation and fair presentation of the financial statements,
schedule of expenditures of federal awards, and all accompanying information in conformity with u.s.
generally accepted accounting principles; and for compliance with applicable Iaws and regulations and the
provisions of contracts and grant agreements.
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Management is also responsible for making all financial records and related information available to us and
for the aceuracy and completenesS of that information. You' are also responsible forproviding us with (1 )
access to all inrormation of which you are aware that is relevant to the preparation and fair presentation of
the financial statements, (2) additional information that we may request for the purpose of the audit, and (3)
unrestricted access to persons within the government from whom we determine it necessary to obtain audit
evidence.

Your responsibilities also include identifying significant vendor relationships in which the vendor has
responsibility for program compliance and for the accuracy and completeness of that information. Your
responsibilit!es include adjusting the financial statements to correct material misstatements and confirming
to us in the management representation Ietter that the effects of any uncorrected misstatements aggregated
by us during the current engagement and pertaining to the Iatest period presented are immaterial, both
individually and in the aggregate, to the financial statements taken as a whole.

You are responsible for the design and implementation of programs and qontrols to prevent and de.tect
fraud, and for informing us about all known or suspected fraud affecting the government involving (1)
management, (2) employees who have significant ro!es in internal control, and (3) others where the fraud
could -have a materia! effect on the financral statements. Your responsibilities include informing us of your
knowledge of any allegations of fraud or suspected fraud affecting the government received in
communications from employees, former employees, grantors, regulators, or others. In addition, you are
responsible for identifying and ensuring that the government complies with applicable Iaws, regulations,
contracts, agreements, and grants. Management is also responsible for taking timely and appropriate steps
to remedy fraud and noncompliance with provisions of laws, regulations, contracts, and grant agreements,
or abuse-that we report. Additionally, as required by Uniform Guidance, it is management's responsibility
to follow up and take corrective action on reported audit findings and to prepare a summary schedule of
prior audit findings and a corrective action plan. The summary schedule of prior audit findings should be
available for our review on June 30, 2019.

You are responsible for identifying all federal awards received and understanding and complying with the
compliance requirements ancl for the preparation of the schedule of expenditures of federal awards
(including notes and noncash assistance received) in conformity with Uniform Guidance. You agree to
i'nclude our report on the schedule of expenditures of federal awards in any document that contains and
indicates that we have reported on the schedule of expenditures of federal awards. You also agree to
[include the audited financial statements with any presentation of the schedule of expenditures of federal
awards that includes our report thereon OR make the audited financial statements readily available to
intended users of the schedule of expenditures of federal awards no later than the date the schedule of
expenditures of federal awards is issued with our report thereon?. Your responsibilities include
acknowledging to us in the written representation letter that (1 ) you are responsible for presentation of the
schedule of expenditures of federal awards in accordance with the Uniform Guidance; (2) you believe the
schedule of expenditures of federal awards, including its form and content, is fairly presented in accordance
with the Uniform Guidance; (3) the methods of measurement or presentation have not changed from those
used in the prior period (or, if tMey have changed, the reasons for such changes); and (4) you have disclosed
to us any signifi6ant assumptions or interpretations underlying the measurement or presentation of the
schedule of expenditures of federal awards.
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You are also responsible for the preparation of the other supplementary information, which we have been
engaged to 'report on, in conformity with u.s. generally accepted accouriting principles. You agree to include
ou; report on'the supplementary-information in any document that contains and indicates that we have
reported on the supp!ementary information. You also agree to [include the audited financial statements with
any presentation of the supplementary information that includes our report thereon OR make the audited
financial statements readily available to users of the supplementary information no later than the date the
supplementary information is issued with our report thereon?. Your responsibilities include acknowledging
to 'u's in the written representation Ietter that (1 ) you are responsible for presentation of the supplementary
information in accordance with GAAP; (2) you believe the supplementary information, including its form and
content, is fairly presented in accorda'nce with GAAP; (3) the methods of measurement or presentation
have not changed from those used in the prior period (or, if they have changed, the reasons for such
changes); and 74) you have disclosed to us any significant assumptions or interpretations underlying the
measurement or presentation of the supplementary information.

Management is responsibl@ for establishing and mairitaining a process for tracking the status of audit
findings and remmmendations. Management is also responsible for identifying and providing report copies
of previous financial audits, attestation engagements, performance audits, or other studies related to the
ob§ectives discussed in the Audit Objectives section of this Ietter. This responsibility includes relaying to us
co?rective actions taken to address significant findings and recommendations resulting from those audits,
attestation engagements, performance audits, or- studies. You are also responsible for providing
management's vi;ws on our current findings, conclusions, and recommendations, as well as your planned
corrective actions, for the report, and for the timing and format for providing that information.

You agree to assume all management responsibilities relating to the financial statements, schedule of
expenditures of federal awards, related notes, and any other nonaudit services we provide. You will be
required to acknowledge in the management representation letter our assistance with preparation of the
financial statements, schedule of expenditures of federal awards, and related notes and that you have
reviewed and approved the financial statements, schedule of expenditures of federal awards, and related
notes prior to tt?!eir issuance and have accepted responsibility for them. Further, you agree to oversee the
nonaudit services by designating an individual, preferably from senior management, with suitable skill,
knowledge, or experience;-evaluate the adequacy and resiylts of those services; and accept responsibility
for them.

DISPUTE RESOLUTION

Any dispute or claim arising out of or relating to this agreement now or thereafter (including any such matters
involvinag any parent, subsidiary, affiliate, s-uccessor in interest, subcontractor or agent) shall be submitted
first to voluntary mediation.

If any dispute, controversy or claim arises in connection with the performance or breach of this agreement,
either paffy may, upon written notice to the other party, request facilitated negotiations. Such negotiations
shall b'e assisted b'y a neutral facilitator acceptab!e to both parties and shall require the best efforts of the
parties to discuss with each other in good raith their respective positions and, respecting their different
!nterests, to finally resolve such dispure. If the parties cannot agree to a mediator, a mediator shall be
designated by the-American Arbitration Association (AAA). Any mediator so designated must be acceptable
to all parties.
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Each party may disclose any facts to the other party or to the facilitator which it, in good faith, considers
neces'sary to resoNe the dispute. However, all such disclosures will be deemed in furtherance df settlement
efforts and will not be admissible in any subsequent litigation against the disclosing party. Except as agreed
to by both parties, the facilitator shall keep confidential all information disclosed during negotiations. The
facilitator shall not act as a witness for either party in any subsequent arbitration between the parties.

{

Such facilitated negotiations shall conclude within ninety days from either receipt of the written notice unless
extended by mutual consent. The parties may also mgree at any time to terminate or waive facilitated
negotiations. The costs incurred by each party in such negotiations will be borne by both, the fees and
expenses of the facilitator, if any, shall be borne equally by the parties.

If any dispute, controversy or claim arises in connection with the performance or breach of this agreement
and cannot be resolved 6y facilitated negotiations (or the parties agree to waive that process) then such
dispute, controversy or claim shall be settjed by arbitration in accordance with the Iaws of the State of Ohio
and the then current Arbitration Rules for Professional Accounting and Related Disputes of the American
Arbitration Association, except ttiat no prehearing discovery shall be permitted unless specifically
authorized by the arbitration panel, and stiall take place in Ohio, unless the parties agree to a different
Iocale.

Such arbitration shall be conducted before a panel of three persons, one chosen by each party and the
third selected by the two parties - selected arbitrators. The arbitration panel shall have no authority to
award non-monetary or equitable relief, and any monetary award shall not include punitive damages. The
confidentiality provisions applicable to facilitated negotiation shall also apply to arbitration.

The award issued by the arbitration panel may be confirmed in a judgment by any federal or state court of
competent jurisdiction. All reasonable costs of both parties, as determined by the arbitrators, including but
not l!mited to (1 ) the costs, including reasonable attorneys' fees, of the arbitration; (2) the fees and the

expenses of the AAA and the arbitrators and (3) the costs, including reasonable attorneys' fees, necessary
to 'confirm the award in court shall be borne entirely by the non-prevailing party (to be designated by the
arbitration panel in the award) and may not be allocated between the parties by arbitration panel.

TRIAL BY JUDGE

In the unlikely event that differences concerning our services or fees should arise that are not resolved by
mutual agreement, we both recognize that the matter will probably involve complex business or accounting
issues that would be decided most equitably to us by a judge hearing the evidence without a jury.
Accordingly, you and we agree to waive any right to a trial by jury in any action, proceeding, or counterclaim,
arising out of or relating to our services and fees for this engagement.

FEES FOR SERVICES AND BILLING TERMS

Our fees for these services will be $12,500. [Our fees assume that one/two major program(s) will be
required to be tested under Uniform Guidance, as required by Title 2 u.s. Code of Federal Regulations
(CFR) Part 200, Uniform Administrative Requirements, Cost Principles, and Audit Requirements forFederal
Awards. If additional major programs are required to be tested, we will discuss the additional charge prior
to the commencement o4 work.] You will also be billed for [travel and other? out-of-pocket costs such as
delivery, report production for additional reports, word processing, postage, etc. The fees are based on
timely and :complete cooperation from your personnel in the form of preparation of audit schedules and
providing us with other necessary documents and the assumption that new or unexpected circumstances
will not be encountered during the audit such as the following:
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New chart of accounts or new accounting software
New and material financial statement aecounts

Additional procedures in response to fraud risks
Adoption of new accounting or auditing standards
Unusual transactions during the year
Staff withdrawal from the established timetable

Auditing findings related to internal control or non-compliance with laws, regulations and
grant agreements
Litigation or other contingencies
Errors in your accounting records requiring audit adjusting entries
Requests for information from regulatory agencies, funders, etc.

If significant additional time is necessary, we will discuss it with you and arrive at a new fee. Our invoices
for these fees will be rendered each month as work progresses and are payable on presentation. It is our
policy to assess a Iate charge of 1 .5% per month (1 8% per annum) on the unpaid balance of all accounts
over 30 days past due. Late charges will show as a separate Iine item on monthly statements. Additionally,
work may be suspended if your account becomes 90 days or more overdue and will not be resumed until
your account is paid in full. Further, we will not be responsible for any Iosses incurred as a result of such
work stoppage. You will assume responsibility for any such losses.

RECORDS RETENTION

It is our policy to retain engagement documentation for a period of seven years, after which time we will
destroy the contents of our engagement files. Any of your original records we accumulate during the
engagement will be returned to you promptly upon completion of the engagement.

Should this engagement continue six months past the statement of financial position date, our fees may
increase by a small percentage (less than 5%) as a result of our firm's semi-annual review of our hourly
rates.

CONSIDERATION OF EMPLOYMENT OF ENGAGEMENT PERSONNEL

Our independence standards require that members of the engagement team who intend to seek or discuss
potential employment or who have received a specific offer or employment be removed from the attest
engagement team. In order to adhere to these standards, you agree to notify the Engagement Director
prior to initiating or engaging in any discussion of employment with engagement personnel during the period
of an attest engagement.

HIR?NG OF OUR PROFE8SIONAL STAFF

It may occur, tri the course of our relationship that a member of our staff would leave our firm as a result of
your offering employment. Since our firm frequently pays employment fees for staff and makes substantial
investment in the development of our professionals, you will reimburse us a negotiated amount not to
exceed twenty-five percent of the starting salary paid by your Organization.
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USE OF ELECTRONIC MAIL

During the course of our engagements, we may rieed to electronically transmit confidential information to
each other and to outside specialists or other entities engaged by Barnes, Dennig & Co., Ltd. or Woodford
County Schools. E-mail is :a fast and convenient way to communicate. However, E-mail travels over the
public- internet which is not a secure means of communication and, thus, confidentiality could be
compromised. Woodford County Schools agrees to the use of E-mail and other electronic methods to
transmit and receive information-, including confidential information, between Barnes, Dennig & Co., Ltd.
and Woodford County Schools and between Barnes, Dennig & Co., Ltd. and outside specialists or other
entities engaged by either Barnes, Dennig & Co., Ltd. or VJoodford County Schools. If a more secure
medium of communication is desired we will provide you with various electronic alternatives.

FEES FOR PRODUCTION REQUESTS

In the event we are requested or authorized by Woodford County Schools or are required by government
regulation, subpoena, or other Iegal process to- produce our documents or our personnel as witnesses with
re;pect to our engagements for Woodford Coffity Schools, Woodford County Schools will, so long as we
are' not party to the -proceeding in which the information is sought, reimburse us for our professional time
and expenses, as well as the fees and expenses of our counseI, incurred in responding to such requests.

USE OF OUR REPORTS IN PUBLIC OR PRIVATE OFFERING OF EQUITY OR DEBT SECURITIES

Our professional standards require that we perform certain additional reviews and other procedures
whenever our reports are included, or we are named as accountants, auditors or "experts" in a document
used in a publicaor private offering of equity or debt securities. Accordingly, you agree that you will not
include our reports, 'or otherwise make reference to us, in any public or private securities offering without
first obtaining 'our consent. Any request to consent is a matter for which separate arrangements will be
necessary.

USE OF OuR REPORT ON WEB81TES OR WITH OTHER MATERIAL

You are responsible to notify us in advance of your intent to reproduce our report for any reason, in whole
or in part, and to give us the opportunity to review and approve any printed material containing our report
before its issuance. Our fees ror review and approval of any printed material, and any related services to
be provided to you in connection therewith, will be established with you at the time such services are
determined to be necessary or appropriate. Such notification does not constitute an acknowledgement on
our part of any third party's intent to rely on the financial statements. With regard to financial statements
pubiished electronically on your internet website, you understand that electronic sites are a means to
reproduce and distribute information. We are not required to read the information contained in your sites,
or'to consider the consistency of other information in the electronic site with the original document.

TERMINATION OF SERVICE FOR NONPAYMENT

If we elect to terminate our services for nonpayment, or for any other reason provided for in this letter, our
engagement will be deemed to have been co-mpleted upon written notification of termination, even if we
have-not completed our report. You will be obligated to compensate us for all time expended, and to
reimburse us for all of our out-of-pocket costs, through the date of termination.
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INDEMN?FICATION FOR INACCURATE OR INCOMPLETE INFORMAT?ON PROVIDED

In the event that we become obligated to pay any judgment or similar award, agree to pay any amount in
settlement, and/or incur any costs as a result of any inaccurate or incomplete information that you provide
to us during the course of rhis engagement, you agree to indemnify us, defend us, and hold us harmless
as against such obligations, agreements, and/or costs.

L?MITATION OF LIABIL?TY

Except to the extent finally determined to have resulted from our fraudulent behavior or willful misconduct:
(1 ) our maximum liability to Woodford County Schools for any reason including our negligence, related to
the services under this !etter shall be Iimited to the fees paid to us for the services or work product giving
rise to Iiability and (2) Woodford County Schools will indemnify and hold us harmless and our personnel
from any clai-ms, Iiabilities, costs, and expenses arising for any reason. Neither party to this engagement
letter wi!I directly or indirectly agree to assign, transfer or sell to anyone any clairp against the other party
arising out of this engagement Ietter.

LIMITATIONS ON CLAIMS

It is agreed by the parties to this agreement, or any successors in interest, that no claim arising out or
services rendered pursuant to this agreement by or o-n behalf of Woodford County Schools will be asserted
more than two years after the date of issuance of the corresponding report or tax return.

OTHER TERMS

At the conclusion of the engagement, we will complete the appropriate sections of the Data Collection Form
that summarizes our audiF fi-ndings. It is management's responsibility to submit the reporting package
(including financial statements, schedule of expenditures of federal awards, summary schedule of prior
audit finaings, auditor's reports, and corrective action plan) along with the Data Collection Form to the
Federal Auait Clearinghouse. We will coordinate with you the electronic submission and certification. If
applicable, we will provide copies of our report for you to include with the reporting package you will submit
to pass-through entities. The Data Collection Form and the reporting package must be submitted 30 days
after receipt of the auditor's report(s) or nine (9) months after the end of the fiscal year end date -whichever
comes first, unless a Ionger period is agreed to in advance by the cognizant or oversight agency for audit.

The audit documentation for this engagement is the property of Barnes Dennig & Co., Ltd., and constitutes
confidential information. However, pursuant to authority given by law or regulation, we may be requested
to make certain audit documentation available to your oversight agency, or its designee, a federal agency
providing direct or indirect funding, or the u.s. Government Accountability Office for purposes of a quality
review of the audit, to resolve audit findings, or to carry out oversight responsibilities. We will notify you of
any such request. If requested, access to such audit aocumentation will be provided under the supervision
of Barnes Dennig & Co., Ltd. personnel. Furthermore, upon request, we may provide copies of selected
audit documentajion to the aforementioned parties. These parties may intend, or decide, to distribute the
copies or information contained therein to others, including other governmental agencies.

The audit documentation for this engagement will be retained for a minimum of five years after the report
release date or for any additional period requested by the oversight agency or pass-through entity. If we
are aware that a federal awarding agency, pass-through entity, or auditee is contesting an audit finding, we
will contact the party(ies) contesting the audit finding for guidance prior to destroying the audit
documentation.
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Government Auditing Standards require that we provide you with a copy of our most recent external peer
review report and any letter of corriment, and any subseque:nt peer review reports arid Ietters of comment
received during the period of the contract. Our 2018 peer review report accompanies this letter.

This engagement is contractual in nature, and includes all of the relevant terms that will govern the
engagement for which it has been prepared. The terms of this Ietter supersede any prior oral or written
representations or commitments by or between the parties. Any material changes or additions to the terms
set forth in this letter will only become effective if evidenced by a written amendment to this letter, signed
by all of the parties.

If any portion of this letter is held invalid, it is agreed that such invalidity shall not affect any of the remaining
portions.

CONCLUSION

We appreciate the opportunity to be of service to you and believe this Ietter accurately summarizes the
significant terms of our engagement. If you have any questions, please Iet us know. If you agree with the
terms of our engagement as described in this letter, please sign the enclosed copy and return it to us.

Very truly yours,

GSS/sln

%a"R'?'?')-"..By: X ; 1.,:.-
:=:=J,:'.r,=':==F,7

RESPONSE:

This letter correctly sets forth the understanding of the Woodford County Schools:

Signature:

Title:

Date:
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Report on the Firm's System of Quality Control

December 19, 20118

To +he Par+ners of

Barnes Dennig & Co., Ltd.
and the National Peer Review Commit+ee of the AICPA

We have reviev=ted the system of quality control for +he accounting and audi+ing practice of
Barnes Dennig & Co., Ltd. (+he firm) appliccible to engagemems nor subjec+ +o PCAOB
permanent inspection in effecl for the yeor ended June 30, 2018. Our peer review was
conducted in accordance with the Standards for Performing and Reporting on Peer Reviews
established by the Peer F!eview Board of the American Institu+e of Cer+ified Public Accountants
(Standards).

A summory of the na+ure, objec+ives, scope limitafions of, and the procedures performed in a
System Review as described in the Standards may be found at w?.aicpa.org/prsumrnary. The
summary C?ISO includes an explana+ion of how engogemerits identified as not performed or
reported in conformity with app!icable professional stondards, if any, are evaluated by a peer
reviesser to determine a peer review rating?

Firm's Responsibility

The firm is resporisible for designing o system of quali+y control and complying with it to provide
the firm with reasonable assurance of performing and reporting in conformity with applicable
professional s+andards in all material respecls. The firm is also responsible for evaluating actions
to promptly remediate engogements deemed as not performed or reporled in conformity with
professional standards, when appropriafe, and for remediafing weaknesses in its system of
quality corilrol, if any.

F'eer Reviewer's Responsibility

Our responsibility is to express an opinion on +he design of the system of quality control and +he
firm 's compliance therewith based on our revievst.

Required Selections and Considerations

Engagements selected for revie=s included engogemen+s performed under Government
Auditing Standards, including compliance audits under the Single Audit Acf, audits of employee
benefit plons, and an examination of o serv:ce organization [SOC 1 engagement?.

As a part of our peer reviestv, we considered reviews by regulatory enti+ies as communicated by
the firm, if applicable, in determining the riolure and extent of our procedures.

Weaver and Tidwell, L.L.P.

2300 North Field Street, Suite l0001 Dallas, Texas 75201
Main: 972.490.l970l Fax: 972.702.8321

CPAS AND ADVISORS I WEAVER.COM



Opfnion

In our opinion, fhe system ofaquality control for the accounting and auditirig practice of Barnes
Dennig & Co., Lfd. applicable fo engagemenfs nof subjecf fo PCAOB permanent inspecfion in
effecl for the year ended June 30, 2018, has been suitobly designed and complied with to
provide the firm with reasonable ossurance of performing) and reporting in conformity with
applicable professional standards in all material respecls. Firms can receive a rafing of pass,
pass with deficiency(ies) or fail. Barnes Dennig & Co., Ltd. has received a peer revievv ra+ing of
pass.

twe==-A)?
WEAVER AND TIDWELL, L.L.P.




