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          ALL INDEPENDENT PUBLIC ACCOUNTING FIRMS

SUBJECT: REVENUE RECOGNITION FOR JULY AND AUGUST SCHOOL 
FOUNDATION RECEIPTS

The 1994 version of "Governmental Accounting, Auditing and Financial Reporting" published by
the Government Finance Officers Association indicates on page 40 that entitlements and shared
revenues should not be recognized until the year they are intended to finance.  It states:

The concept of "availability" applies only to entitlements and shared revenues associated with
the current fiscal period.  Entitlements or shared revenues associated with the subsequent
fiscal year may not be recognized as revenue of the current fiscal year, even if they are
collected within the predetermined availability period.  The reason for this treatment is that
entitlements and shared revenues, like property taxes, should not be recognized in advance of
the period they are intended to finance.

        
Discussions with the staff technical advisory section of the Governmental Accounting Standards
Board indicates their agreement with this approach. Therefore, Ohio school districts should not
recognize a receivable and revenue for foundation payments received in July and August. 
School districts that continue to recognize revenue for July and August foundation payments will
receive a qualified audit opinion if such revenues are considered material to the school district's
financial condition.  School districts that prepared GAAP statements for the year ended June 30,
1994, and recognized revenue for July and August foundation should restate the beginning fund
balance of the General Fund.  Note disclosure similar to the following should be included in the
Notes to the Financial Statements to explain the restatement.
  

The fund balance of the General Fund as of June 30, 1994, has been restated.  In prior years,
the District has recognized revenue for foundation payments received in July and August.  The
District will no longer recognize these payments as revenue prior to the year that they are 
intended to finance.  The effect of this change in revenue recognition is a decrease in the
General Fund fund balance of $______________, from$______________ to
$______________.

       



The Local Government Services Division of the State Auditors Office is in the process of
updating the generic school district GAAP conversion plan for both statutory changes and for
changes in GAAP.  This new approach will be included in the new version of the plan.
  
If you should have any questions, you may contact the Auditor of State's Local Government
Services staff at 1-800-345-2519.
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Jim Petro, Auditor of State
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