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This quarter, Ihave decided to discuss a finan-
cial topic in lieu of general comments.

Merriam Webster’s online dictionary defines
currency as “something. .. that is in circulation
as a medium of exchange.” It also defines it as
“a common article for bartering.” In my home,
Skittles and Starburst reign as the principal
forms of tender. My three year old twins are
master “potty time” negotiators. If I want to
ensure a mistake free day, I need to pay.

Now, as much as some would like to believe it;
I am not crazy. I do not think that I can apply
the same rules of barter from the Knight house-
hold to the outside world. I have never handed
the gentleman at the drive-thru a handful of
green Skittles to pay for a Happy Meal, or
placed an assortment of pink and red Starbursts
in a co-worker’s birthday card as a “special
gift.” The medium of exchange in my home is
much different from that which is supported by
the general public. It would be foolish to ex-
pect a system of exchange, not supported by the
government or the masses, to be accepted out-
side of a small group... Right?

Wrong... virtual/digital currency is changing
how goods and services are procured around
the world. Sites such as Bitcoin.com allow
users to pay for goods or services online or via

their mobile devices. Some forms of virtual
currency can be purchased by exchange of legal
tender, others are earned through online game-
play or the delivery of a good or services. The
currency’s value can be based on game populari-
ty, market demand, circulation and/or name
recognition, not just international exchange
rates, or the financial wherewithal of a country.
The currency can exist independent of all other
traditional forms of currency and work only as
long as people choose to accept it.

With heavy hitters like eBay and Amazon begin-
ning to acknowledge certain virtual currencies
and even taking steps to establish their own; our
world is once again changing. Virtual currency
adds both uncertainty and equality to our world.
‘We must all begin to consider the longer term
implications on our personal and professional
lives; including our ability to evaluate, accept
and manage online currency.

As of today, the Division of Accounting has NO
plans to accept any forms of virtual currency or
candy as a secondary medium of exchange for
the State. However, our world changes rapidly
and within the blink of an eye... or the next
upgrade, Bitcoin, Starburst and Skittles could all
be added as valid payment options within the
State’s Accounting System.... Stay tuned!

E-mail: amy.parsell@state.de.us
]

We’re on the Web!!!
www.accounting.delaware.gov
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Financial Accounting and Reporting Section (FARS)

GAAP
http://accounting.delaware.gov/manuals.shtml

For State Agencies and Local School Districts, please refer to the manual above if and when you have questions relating to your GAAP
package. The contacts for questions are included in the manual as well.

For Charter Schools, follow the manual labeled Charter Schools. Charter School audits are due no later than October 1. Therefore, there is
less that is required of Charters Schools to submit.

Remember, when compiling the information to input into FSF for the GAAP reporting process, to keep all supporting documentation with
your input data sheet. Also, we rely on your controls outside of the system; so, remember to have your supervisor sign off on the data sheet
before you input. The FARS team does not keep information to support your GAAP package; that is an Organization responsibility.

Capital Assets

This year the entire state submitted their property inventory in a timely manner. Thank you to all who put forth an effort to meet the dead-
line and expedite the process. Please remember asset review and cleanup can be completed through out the fiscal year. This is a year end
time saver.

Thank you for submitting your completed construction projects in a timely manner. Please remember, Capital Assets are established for
completed construction projects by the Central Asset Management (CAM) team. It is the Organizations’ responsibility to notify CAM when
a project is completed and in-service. Assets must be established within the same fiscal year that the project is completed. FSF utilizes a
monthly depreciation schedule which is different from the old system, DFMS. Therefore, when preparing interim financial reports, during
various times in the year, our expenses and assets are understated.

CAFR Audit and Single Audit (SEFA)

Our CAFR auditors will be out and about starting September. The timeframe to comply with their data requests is 2 weeks. If your agency
or school is having issues with complying, reach out to the auditor that made the request and discuss a new deadline. But, keep in mind that
the later the information is submitted the more likely it is that the integrity of the data comes into question.

For the SEFA, we have already requested that non cash federal items be reported to our office (if applicable). In preparation of the SEFA,
our office uses FSF queries. The FSF queries follow the security set up that is in FSF. Therefore, if you cannot reconcile back to the amount
on the SEFA it may be due to the security. You may contact the FARS team to assist you. There are various Agencies that use the same
CFDA number and may not be part of your grant. However, please ensure that if you are the grant owner that you develop a process to
obtain the data from the subgrantees that are using your grant.

Internal Controls

The memo for the due dates of the monthly certifications has been distributed. Please continue to send in your certifications and clean up
your transactions prior to month end. The data integrity of the FSF financial reports depend on your commitment to ensuring the reliability
of the financial transactions recorded on those reports.

PCard reviews are beginning to be conducted. We have been receiving the PCard internal controls plans and have started to review them.
We will be conducting visits soon to review the PCard transactions. We understand that the Auditor’s Office may have been conducting a
PCard audit at your Organization; however, they are independent of us and, therefore, we will need to conduct our review based on our
responsibility in Delaware Code.

Division of Accounting Gives Back ‘-

On May 17, 2014, the Division of Accounting participated in the Hon-
or their Sacrifice 5K Race benefiting the Wounded Warrior Project.
Division of Accounting was able to donate $305.00 to this worthy
cause. Several employees and their families participated in the race.
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The 411 on Form W-4

Two Things Are Certain in Life! Let’s not dwell on the first. As Payroll Professionals, we are tasked with making sure the second
(withholding taxes) occurs!

It’s Payroll 101! Every employee must have a signed, valid Form W-4 on file indicating his/her marital status and the number of claimed
withholding allowances. This information is entered in the PHRST system and Federal income tax (FIT) is calculated accordingly. A Form
‘W-4 remains in effect until the employee submits a new one.

Regs, Regs... New employees must submit a valid Form W-4 on or before their first day of work. You must put the withholding status into
effect for the first pay period ending after the form is filed. Cover all the bases by including a blank Form in your new hire packets. Include a
note informing the employee that the tax withholding status in the payroll system defaults to the IRS-required Single and Zero status result-
ing in the highest possible FIT being withheld on wages paid until the tax setup is changed based on a submitted Form W-4.

And More Regs... Employees may amend Form W-4 anytime their allowances increase (i.e., marriage, birth or adoption of a baby) and
they must submit an amended Form within 10 days of realizing their allowances have decreased (i.e., divorce or nonworking spouse takes a
job). But, an employee may not amend the Form in anticipation of a qualifying event (i.e., marital status remains Single until the wedding
date). Employees have until January 1* of the year after a spouse’s death to file a new Form W-4. Never data enter an amended Form be-
fore the effective date on the Form. The amended Form must be applied no later than the first pay period ending on or after the 30" day you
receive the Form.

The Good News! You are not required to monitor life events and proactively seek amended forms. But, you should send out a reminder
around the beginning of December reminding employees that they need to file an amended Form W-4 if their marital status or allowances
have changed.

Be Careful! Never advise your employees on how many allowances to claim. The IRS offers tools to assist with this determination. Give
your employees a copy of IRS Publication 505, Tax Withholding and Estimated Tax. There is also an IRS Withholding Calculator on the
IRS website (http://www.irs.gov/Individuals/TRS-Withholding-Calculator ).

Exempt! Really? Some employees may legitimately claim “Exempt” from paying FIT. Just make sure they understand the rules. They
must certify that they had a right to a refund of all FIT withheld in the prior year because they had no tax liability; they expect to have no
tax liability in the current year; and, they cannot be claimed as a dependent on someone else’s income tax return. Employees who want to
continue their exempt status must file a new Form W-4 by February 15" of each year. And, they must submit an amended Form W-4 within
10 days after realizing they no longer qualify for the exempt status in the current year.

The Big Hammer... The IRS may issue a “Lock-In Letter” to an employer specifying the maximum number of withholding allowance
permitted for an employee. Both the employer and the employee receive the same notice. You must withhold FIT as indicated on the letter
beginning on the date specified and continue to do so until otherwise notified by the IRS. The IRS provides ample time for the employee to
challenge the Lock-In Letter.

‘Who You Gonna Call? There are other rules that apply to specific scenarios; please call the PCG team for guidance about Form W-4
regulations or any other payroll compliance issue.

GASB 70, Accounting and Financial Reporting for Nonexchange Financial Guarantees’

This Statement applies to governments who guarantee the financial obligations of others in a nonexchange transaction.

Those other entities may include governments or authorities, not-for-profits, private companies, and individuals. Those other entities may
also include blended or discretely presented component units.

A nonexchange transaction is one in which the government extending the guarantee does not directly receive an equal or approximately
equal value in exchange. And as part of the guarantee, the government agrees to assume liability for the outstanding obligation in the event
the entity or individual that issued the obligation does not meet its payment requirements (defaults).

This Statement does not apply to guarantees of special assessment debt which fall within the scope of Statement No. 6, Accounting and Fi-
nancial Reporting for Special Assessments. Special assessment debt would be, for example, bonds issued to pay for sidewalks in a certain Com-

munity and that community is assessed an additional tax to repay the bonds.

Please contact Jane Cole at Jane.Cole@state.de.us if your Organization has any nonexhange type of arrangements as described above.

"Hollifield, C. (2013, September 23).Has My Guarantee for Another Created a Liability [PowerPoint]. GGFOA. Buford Georgia.Retrieved from
[www.ggfoa.org]:http://www.ggfoa.org/Assets/Files/Has_My_Guarantee_for_Another_Created_a_Liability_Chris_Hollifield.pdf
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Despite Range of Concerns, Guidance Sets Audit Threshold at
$750,000°

The Federal Office of Management and Budget’s grant reform guidance, which becomes effective for federal audits starting Dec. 26,
2014, will raise the single audit threshold for grant recipients and subawardees to $750,000 expended annually on federal awards. Inter-
estingly, the reasoning behind the $250,000 increase in the guidance compared to Circular A-133’s $500,000 threshold is remarkably
similar to the reasoning for the last increase in the threshold in 2004.

After receiving more than 300 comments from stakeholders to an advance notice of proposed grant reform in 2012, and another 300
comments following a notice of proposed guidance in 2013, the Council on Financial Assistance Reform gleaned through numerous
opinions on the threshold, according to OMB Deputy Controller Norman Dong. “While all the stakeholders agreed that the threshold
was an important part of a larger framework, we saw a variety of perspectives of where that threshold should be set,” he said. “Some
groups felt it should be set at a higher level, some favored a lower level and some wanted to keep it as it was.”

Ultimately, COFAR determined that raising the threshold to $750,000 would maintain single audit oversight over 99.7 percent of federal
dollars currently subject to the requirement, and 87.1 percent of the entities that are subject to the requirement. It would also eliminate
the requirement for single audit from about 5,000 out of the 37,500 entities that now receive a single audit. COFAR further determined
that the $250,000 increase would be in line with the 2004 increase.

By raising the threshold, federal agencies can focus their audit resolution resources on findings that affect the most federal dollars and
better mitigate overall risks of waste, fraud and abuse government wide, COFAR explained. It added that provisions throughout the
guidance, including pre-award review of risks, standards for financial and program management, subrecipient monitoring and manage-
ment, and remedies for noncompliance will boost the level of oversight over award recipients that would fall below the new threshold.

Therefore, §200.501(a) of the reform guidance states that a “nonfederal entity that expends $750,000 or more during the entity’s fiscal

year in federal awards must have a single or program-specific audit conducted for that year.” Going further, §200.501(b) says that the
single audit must be “conducted in accordance with §200.514, scope of audit, except when it elects to have a program-specific audit con-
ducted.” Section 200.501(d) adds that “a nonfederal entity that expends less than $750,000 during the entity’s fiscal year in federal
awards is exempt from federal audit requirements for that year, except as noted in §200.503, in relation to other audit requirements, but
records must be available for review or audit by appropriate officials of the federal agency, pass-through entity and Government Ac-

countability Office.”

Be on the lookout for the
Division of Accounting’s
New Website.

%(2014). Despite range of concerns, guidance sets audit threshold at $750,000. Thompson’s Grants Compliance Expert Single Audit Information
Service,
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K12 KORNER

The K12 Korner is designed specifically with School Districts and Charter Schools in mind. The information included deals with issues
and concerns that relate to the Delaware School Districts and Charter Schools.

Meet the K12 Team

The K12 Team consists of two team members. The role of the K12 team is to support the State of Dela-
ware K-12 community. They provide onsite visits, attend meetings and work as the liaisons between the
modules, service desk, technical team and the K12 community.

The K12 Team provides daily support to all FSF modules. The K12 team is tasked with testing defects
and system enhancements, such as upgrades and maintenance packs, from a K12 perspective along with
resolving escalated Service Desk tickets.

K12 TirS AND REMINDERS FOR FY START UP

NEW OPERATING UNIT & PROGRAM CODES

When new Operating Units or Program Codes are added, remember to load your budgets in the SCHOOL ledger group, so that the new
chartfield string can be sent to PHRST for payroll. Please take extra care in checking the set options on your budget journals when establish-
ing new operating units or program codes, as this is the first establishment of the attributes for that combination. Additionally, remember to
be proactive and communicate the changes to those affected, so that JV corrections and duplication of effort can be minimized.

15 MONTH APPROPRIATIONS

All encumbrances not liquidated as of 09/30/2014 will be closed and the funds reverted.

DISTRIBUTION LINES

‘When encumbering or pre encumbering funds please remember not to embed your distribution lines; this will cause potential issues when

vouchering against the encumbrance. As a best practice DOA recommends a one-to-one ratio.

CHANGE ORDERS

When processing change orders against Purchase Orders, which originated from Requisitions, remember to finalize the PO detaching it
from the REQ. Finalizing the PO allows the funds to return to the available budget so they do not get hung in the pre encumbrance bucket
in KK.

Workflow history available on all change orders, please access Job Aids 6.1, 6.2, and 6.3.

Famous Accountants and Accounting Fun Facts

The Accounting Hall of Fame is an award "recognizing accountants who are making or have made a significant contribution
to the advancement of accounting" since the beginning of the 20th century. Inductees are from both accounting academia and
practice. Since its inception in 1950 at The Ohio State University, it has honored 90 influential accounting professors, profes-
sional practitioners, and government and business accountants from the United States and other countries.

An accounting of 36 inductees during the first 26 years of the award identifies that 20 were chiefly active in public accounting
(including 6 who were founders of major public accounting firms), 10 were university professors, 4 were government officials
(including 3 chief accountants of the SEC) and that 2 were most prominent in industry.
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