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Required Communications
Generally accepted auditing standards (AU-C 260, The Auditors Communications with Those Charged
with Governance) require the auditor to promote effective two-way communication between the auditor
and those charged with governance. Consistent with this requirement, the following summarizes our
responsibilities regarding the basic financial statement audit as well as observations arising from our audit
that are significant and relevant to your responsibility to oversee the financial reporting process.
Area

Comments

Our Responsibilities with Regard to the
Financial Statement Audit

Our responsibilities under auditing standards generally
accepted in the United States of America and
Government Auditing Standards issued by the
Comptroller General of the United States have been
described to you in our arrangement letter dated July
17, 2017. Our audit of the financial statements does
not relieve management or those charged with
governance of their responsibilities which are also
described in that letter.

Overview of the Planned Scope and
Timing of the Financial Statement Audit

We have issued a separate communication regarding
the planned scope and timing of our audit and have
discussed with you our identification of, and planned
audit response to, significant risks of material
misstatement.

Accounting Policies and Practices

Preferability of Accounting Policies and Practices
Under generally accepted principles, in certain
circumstances, management may select among
alternative accounting practices. In our view, in such
circumstances, management has selected the
preferable accounting practice.
Adoption of, or Change in, Accounting Policies
Management has the ultimate responsibility for the
appropriateness of the accounting policies used by the
District. In the current year the District implemented
the provisions of Governmental Accounting Standards
Board (GASB) Statement No. 75, Accounting and
Financial Reporting for Postemployment Benefits and
Other Pensions.
Significant or Unusual Transactions
We did not identify any significant or unusual
transactions or significant accounting policies in
controversial or emerging areas for which there is a
lack of authoritative guidance or consensus.
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Management’s
Estimates

Judgments

and

Accounting

Summary information about the process used by
management in formulating particularly sensitive
accounting estimates and about our conclusions
regarding the reasonableness of those estimates is in
the attached “Summary of Accounting Estimates.”
Basis of Accounting

The financial statements were prepared on
assumption that the entity will continue as a going
concern.

Audit Adjustments

The audit adjustments proposed by us and recorded
by the District are shown on the attached “Summary of
Recorded Audit Adjustments.”

Uncorrected Misstatements

We are not aware of any uncorrected misstatements
other than misstatements that are clearly trivial.

Disagreements with Management

We encountered no disagreements with management
over the application of significant accounting principles,
the basis for management’s judgments on any
significant matters, the scope of the audit, or significant
disclosures to be included in the basic financial
statements.

Consultations with Other Accountants

We are not aware of any consultations management
had with other accountants about accounting or
auditing matters.

Significant Issues Discussed with
Management

During the year, the District refunded bonds for costs
associated with capital projects. The transaction was
complex and impacted multiple funds. During the
audit, we identified errors in the recording of the
transaction which were corrected through an audit
adjustment.

Significant Difficulties Encountered in
Performing the Audit

We did not encounter any significant difficulties in
dealing with management during the audit.

Letter Communicating a Control
Deficiency, Other Matters, and Operational
Matters

We have separately communicated the control
deficiency, other matters and operational matters
identified during our audit of the financial statements.
This communication is attached as Exhibit A

Significant
Written
Communication
Between Management and Our Firm

Copies of material written communications between
our firm and the management of the District, including
the representation letter provided to us by
management, are attached as Exhibit B

2

Le Roy Central School District
Summary of Accounting Estimates
Year Ended June 30, 2017
Accounting estimates are an integral part of the preparation of financial statements and are based upon
management’s current judgment. The process used by management encompasses their knowledge and
experience about past and current events and certain assumptions about future events. You may wish to
monitor throughout the year the process used to determine and record these accounting estimates. The
following describes the significant accounting estimates reflected in the District’s June 30, 2017 financial
statements:

Area

Management’s
Estimation Process

Accounting Policy

Basis of our conclusions
on Reasonableness of
Estimate

Depreciation of
Property, Plant &
Equipment

Management
depreciates property,
plant and equipment
over the estimated
lives of the assets.

Useful lives were
assigned based on the
District’s useful life
policy. Management
was consistent in
calculating depreciation
based on the useful
lives assigned to each
asset.

The methods and lives used
to estimate depreciation
expense appears
reasonable.

Compensated
Absences Liability

Management estimates
compensated
absences liability using
unpaid vacation time.

At the end of the year
management reviews
time sheets and payroll
registers to calculate
unpaid vacation.
Management then
multiplies the unpaid
hours by the
employee’s pay rate to
estimate the liability.

Management’s process to
estimate compensated
absences liability appears
reasonable.

Postemployment
Benefits Liability

Management estimates
the long-term
postemployment
liability, deferred
outflows and deferred
inflows of resources
based on information
obtained from an
actuarial valuation of
the District’s
postemployment
benefit liabilities.

Management receives
an actuarial valuation
every two years.
Management’s most
recent valuation was
completed as of June
30, 2017. Estimates for
postemployment
benefit liability,
deferred outflows and
deferred inflows of
resources are based
on the actuarial report
along with actual
contributions made
subsequent to the
measurement date.

Management’s process to
estimate postemployment
benefit liability appears
reasonable.
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Area

Accounting Policy

Retirement System
Liabilities and
Deferred Outflows
and Deferred Inflows
of Resources

Management estimates
the long-term
retirement system
liability, deferred
outflows and deferred
inflows of resources
based on information
provided by the New
York State Teachers’
Retirement System
(TRS) and the New
York State Employees’
Retirement System
(ERS). Management
estimates deferred
outflows of resources,
contributions
subsequent to the
measurement date,
based on eligible
salaries subsequent to
the most recent
measurement date
multiplied by the
current contribution
rates.

Management’s
Estimation Process
Estimates are based
upon the annual
invoice provided by the
New York State
Teachers’ and
Employees’ Retirement
Systems and additional
information provided by
the Systems.
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Basis of our conclusions
on Reasonableness of
Estimate
Management’s process to
estimate retirement system
liabilities and deferred
outflows and deferred
inflows of resources appears
reasonable.

Recently Issued Accounting Standards
The GASB has issued several statements not yet implemented by the District. The District’s management
has not yet determined the effect these Statements will have on the District’s financial statements.
However, the District plans to implement all standards by the required dates. The Statements which might
impact the District are as follows:

Summary of GASB Statement No.
84, Fiduciary Activities

This Statement issued in January 2017 will be effective for the
District beginning with its fiscal year ending June 30, 2020. The
objective of this Statement is to improve guidance regarding the
identification of fiduciary activities for accounting and financial
reporting purposes and how these activities should be reported.
This Statement establishes criteria for identifying fiduciary
activities of all state and local governments. The focus of the
criteria is on (1) whether a government is controlling the assets of
the fiduciary activity and (2) the beneficiaries with whom a fiduciary
relationship exists. Separate criteria are included to identify
fiduciary component units and postemployment benefit
arrangements that are fiduciary activities.
The requirements of this Statement are effective for reporting
periods beginning after December 15, 2018. Earlier application is
encouraged.

Summary of GASB Statement No.
85, Omnibus 2017

This Statement issued in March 2016 will be effective for the
District beginning with its fiscal year ending June 30, 2018. The
objective of this Statement is to address practice issues that have
been identified during implementation and application of certain
GASB Statements.
Specifically, this Statement addresses topics regarding (1)
blending a component unit in circumstances in which the primary
government is a business-type activity that reports in a single
column for financial statement presentation, (2) reporting amount
previously reported as goodwill and “negative” goodwill, (3)
classifying real estate held by insurance entities, (4) measuring
certain money market investments and participating interest
earning investment contracts at amortized cost, (5) timing of the
measurement of pension or OPEB liabilities and expenditures
recognized in financial statements prepared using the current
financial resources measurement focus, (6) recognizing on-behalf
payments for pensions or OPEB in employer financial statements,
(7) classifying employer-paid member contributions for OPEB, (8)
simplifying certain aspects of the alternative measurement method
for OPEB, and (9) accounting and financial reporting for OPEB
provided through certain multiple-employer defined benefit OPEB
plans.
The requirements of this Statement are effective for reporting
periods beginning after June 15, 2017. Earlier application is
encouraged.
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Summary of GASB Statement No.
86, Certain Debt Extinguishment
Issues

This Statement was issued in May 2017 and will be effective for
the District beginning with its fiscal year ending June 30, 2018.
The primary objective of this Statement is to improve consistency
in accounting and financial reporting for in-substance defeasance
of debt by providing guidance for transactions in which cash and
other monetary assets acquired with only existing resources –
resources other than the proceeds of refunding debt – are placed
in an irrevocable trust for the sole purpose of extinguishing debt.
This Statement also improves accounting and financial reporting
for prepaid insurance on debt that is extinguished and notes to
financial statements for debt that is defeased in substance.
The requirements of GASB Statement No. 86 are effective for
periods beginning after June 15, 2017. Earlier application is
encouraged.

Summary of GASB Statement No.
87, Leases

This Statement was issued in June 2017 and will be effective for
the District beginning with its fiscal year ending June 30, 2021.
The objective of this Statement is to better meet the information
needs of financial statement users by improving accounting and
financial reporting for leases by governments. This Statement
increases the usefulness of governments’ financial statements by
requiring recognition of certain lease assets and liabilities for
leases that previously were classified as operating leases and
recognized as inflows of resources or outflows of resources based
on the payment provisions of the contract. It establishes a single
model for lease accounting based on the foundational principle
that leases are financings of the right to use an underlying asset.
Under this Statement, a lessee is required to recognize a lease
liability and an intangible right-to-use lease asset, and a lessor is
required to recognize a lease receivable and a deferred inflow of
resources, thereby enhancing the relevance and consistency of
information about governments’ leasing activities.
The requirements of GASB Statement No. 87 are effective for
financial periods beginning after December 15, 2019. Earlier
application is encouraged.
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EXHIBIT A - LETTER COMMUNICATING A CONTROL DEFICIENCY, OTHER
MATTERS, AND OPERATIONAL MATTERS
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Communication of a Control Deficiency, Other Matters,
and Operational Matters
To the President and Members of the Board of Education
Le Roy Central School District
Le Roy, New York

In planning and performing our audit of the financial statements of Le Roy Central School District (the
District) as of and for the year ended June 30, 2017, in accordance with auditing standards generally
accepted in the United States of America, we considered the District’s internal control over financial
reporting (internal control) as a basis for designing our auditing procedures that are appropriate in the
circumstances for the purpose of expressing an opinion on the financial statements, but not for the purpose
of expressing an opinion on the effectiveness of the District’s internal control. Accordingly, we do not
express an opinion on the effectiveness of the District’s internal control.
A deficiency in internal control exists when the design or operation of a control does not allow management
or employees, in the normal course of performing their assigned functions, to prevent or detect and correct
misstatements on a timely basis. A deficiency in design exists when (a) a control necessary to meet the
control objective is missing, or (b) an existing control is not properly designed so that even if the control
operates as designed, the control objective would not be met. A deficiency in operation exists when a
properly designed control does not operate as designed or when the person performing the control does not
possess the necessary authority or competence to perform the control effectively.
A material weakness is a deficiency, or a combination of deficiencies, in internal control, such that there is a
reasonable possibility that a material misstatement of the District’s financial statements will not be
prevented, or detected and corrected on a timely basis.
A significant deficiency is a deficiency, or a combination of deficiencies, in internal control that is less severe
than a material weakness, yet important enough to merit attention by those charged with governance.
Certain deficiencies in internal control that have been previously communicated to you, in writing, by us or by
others within your organization are not repeated herein.
Following is a description of identified deficiencies in internal control that we determined did not constitute a
significant deficiency or material weakness.
CONTROL DEFICIENCY
Financial Accounting
Observation
In the current year, the District was subject to turnover in key accounting roles during the middle of the year.
This transition required training and additional resources, which the District identified. The District retained
the services of an experienced third party consultant to help train, transition and assist with the yearend
closing process. However, during the course of our audit we identified reconciliations that contained errors,
did not agree to the trial balance or were subject to revision. Some of these reconciliations resulted in
adjustments to the original trial balance presented for the audit. Further, during our journal entry testing
procedures we noted that the journal entry supporting documentation was not signed off and dated for
review and approval.
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Recommendation
We recommend the District continue to deploy resources to train and assist with general accounting
matters/transactions. This will allow the District to add a level of oversight until new employees are fully
integrated in the process. To ensure accuracy of financial reporting, it is important that management review
account reconciliations and monthly financial reports to ensure they agree to the accounting system and
appear accurate; and this review should be documented. We further recommend all journal entries and
supporting documentation be signed off and dated to indicate the review was performed and performed
timely.
Management Response
With the loss of key personnel, the District has contracted with an outside party to assist and train staff to
ensure the proper level of oversight and accuracy with the new employees on staff. The District has worked
hard and will continue to work on proper controls and sign-offs on documents.

OTHER MATTERS
Extraclassroom controls
Observation
During our audit, we noted instances where fund raising approval forms and budgets were not prepared by
all clubs and several clubs were inactive. The Board of Education has the ultimate responsibility for the
safeguarding of the Extraclassroom Activity Fund. The Board delegates this responsibility to the Central
Treasurer, the faculty advisors and the student treasurers.
Recommendation
We recommend that the Central Treasurer, faculty advisors and the student treasurers ensure that proper
fund-raising approval forms and budgets be prepared by all clubs when fund raising activities are to be
performed. Additionally, we recommend that inactive clubs be closed in accordance with District policy.
Management Response
The District will continue to educate and insist clubs use the correct forms prior to starting and approving a
fund raiser.

Interfund Receivables and Payables
Observation
During our audit, we noted that the due to/from accounts had not been balanced since December; and while
the total due to/from for all funds balanced, the individual accounts did not balance. In addition, it appeared
that interfund borrowings had not been “paid” with grant proceeds or cash transfers. Chapter 195 of Laws of
1989 (effective June 24, 1989) added section 9-a to the General Municipal Law. It provides that entities may
temporarily advance money from one fund to any other fund; however, money advanced must be repaid as
soon as available but in no event later than the close of the fiscal year in which the advance was made.
Recommendation
We recommend that due to/from accounts be balanced at least monthly and that grant receipts be recorded
as off-setting transactions to the respective due to/from accounts.
Management Response
These transactions will be reconciled on a monthly basis and corresponding cash transactions will be made.
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OPERATIONAL MATTERS
Cybersecurity
Observation
The District currently does not have a comprehensive cybersecurity program with a formal technology
vulnerability management and penetration testing process to protect itself from cybersecurity threats. New
vulnerabilities and new attacker exploits occur almost daily, thus the District could be susceptible to attack
which could cause significant disruption or loss of sensitive and valuable data. In addition, it can be difficult
for IT departments to keep systems current on frequent security upgrades released by hardware and
software vendors.
Recommendation
A formal cybersecurity testing program helps assure the proper security layers and controls are in place.
We recommend conducting periodic cybersecurity reviews including internal and external vulnerability and
penetration testing. This should be performed at least annually or whenever a significant change is made to
the IT environment, so that identified potential vulnerabilities can be monitored and the security of your
network can be improved, reducing the District’s risk exposures from being compromised.
District Policies over Federal Awards
Observation
During our review of District procurement policy, it was noted that the District has not updated all terms and
conditions to be consistent with federal awards under the Uniform Guidance.
Recommendation
We recommend the District review and update their policies and procedures manual to ensure their
procurement policies are in compliance with Uniform Guidance Code of Federal Regulation Section 200.318
through 200.326; and suspension and debarment concerns at section 200.213.
Specifically, all contracts made by the District under the Federal award must contain provisions covering, but
not limited to the following:
•
•
•
•
•

Contracts for more than the simplified acquisition threshold ($150,000) must address administrative,
contractual, or legal remedies in instances where contractors violate or breach contract terms, and
provide for such sanctions and penalties as appropriate.
All contracts in excess of $10,000 must address termination for cause and for convenience by the
District including the manner by which it will be effected and the basis for settlement.
Equal Employment Opportunity. Except as otherwise provided under 41 CFR Part 60, all contracts
that meet the definition of “federally assisted construction contract” must include the equal
opportunity clause provided under 41 CFR 60-1.4(b).
Debarment and Suspension. A contract award must not be made to parties listed on the
govermentwide Excluded Parties List System for Award Management (SAM).
Other provisions include Davis Bacon, Energy efficiency and contract hours and safety standards.

Further, we recommend that the District become more familiar with the Uniform Guidance and specifically
enhanced oversight over subrecipients. Although subrecipient monitoring was not an area of audit in the
current year, it could impact future audits. See Uniform Guidance Code of Federal Regulation Section
200.330 for guidance on subrecipient monitoring.
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Financial Reporting and Auditing Developments
Observation
According to Chapter 514 of the Laws of New York – 2016 – effective July 1, 2017, school districts must
include in the property tax report card a schedule of reserve funds setting forth the name of each reserve
fund, a description of its purpose, the balance at the close of the third quarter of the current school year and
a brief statement explaining the plans for the use of each reserve fund for the ensuing fiscal year. In
addition, the external audit report and any corrective action plan prepared in response to any audit findings
contained in the external audit report or management letter or any final audit report issued by the State
Comptroller must be posted to the District website. Lastly, a final annual budget and any multi-year financial
plan adopted by the Board of Education must be posted to the District website effective July 1, 2017.
Recommendation
We recommend management and the Board review the provisions of Chapter 514 of the Laws of New York
State – 2016 to ensure compliance with its public disclosure requirements. With respect to inclusion in the
property tax report card the balances of the District’s reserve funds as of the end of the third quarter, we
recommend the District consider adopting a reserve policy that specifically addresses when reserves are
considered to be funded (i.e. upon Board resolution) and when reserve funds are considered to be spent
(i.e. upon payment of an invoice or upon budget adoption).

Batavia, New York
October 10, 2017
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EXHIBIT B - SIGNIFICANT WRITTEN COMMUNICATIONS
BETWEEN MANAGEMENT AND OUR FIRM
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