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STATE OF CONNECTICUT

OFFICE OF POLICY AND MANAGEMENT

*****  AUDIT RISK ALERT  *****
September 10, 2004

School Construction Bond Principal Subsidy Grant

Prior to 1996, the State of Connecticut reimbursed municipalities for school construction projects by financing a portion of the interest and principal on bonds issued. These payments were structured to coincide with the amortization of the debt. OPM has noted that several municipalities have not reported the balance of the outstanding principal receivable on the Statement of Net Assets.  Additionally, there should be a reconciling item between the Statement of Activity and the fund financial statements to account for the difference in the recognition of revenue. Failure to properly report this item can result in a significant understatement of unrestricted net assets along with current year entity wide operations.
Capital Asset Requirements

Several municipalities have objected to implementing the capital asset provisions of GASB Statement #34. The requirements of GASB #34 have been known for several years allowing all towns ample time to prepare. A municipality will not be considered in compliance with the Municipal Auditing Act if it submits an audit report which contains an adverse opinion, on any opinion unit, because it did not implement the capital asset requirements.
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