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Required Communications 
 

1 

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 and related compliance 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 
November 20, 2019.  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, dated 
November 20, 2019 regarding the planned scope and 
timing of our audit and have discussed with you identified 
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. 95, Postponement of the Effective 
Dates of Certain Authoritative Guidance. 

  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. 

  Management’s Judgments and Accounting Estimates 

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 Significant Accounting Estimates.” 

Basis of Accounting  The basic financial statements were prepared on 
assumption that the District will continue as a going 
concern. 
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Area  Comments 
 

Audit Adjustments  There were no audit adjustments made to the original trial 
balance presented to us to begin our audit. 

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  No significant issues arising from the audit were 
discussed or were the subject of correspondence with 
management. 

Significant Difficulties Encountered in 
Performing the Audit 

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

Letter Communicating an Other Matter   An other matter identified during the audit is attached as 
Exhibit A. 

Significant Written Communication Between 
Management and Our Firm 

 A copy of the representation letter provided to us by 
management is attached as Exhibit B 
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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, 2020, basic financial statements: 
 

 
 

Estimate  

 
 

Accounting Policy  

 
Management’s 

Estimation Process  
Basis for Our Conclusions on 
Reasonableness of Estimate 

Depreciation of 
Property, Plant & 
Equipment 

 Management depreciates 
property 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 
Absence Liability 

 Management estimates 
compensated absence 
liability using unpaid sick 
time.  

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

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

Postemployment 
Benefit Liability, 
Deferred Outflows 
and Deferred Inflows 
of Resources 

 Management estimates 
the long-term 
postemployment benefit 
liability, deferred outflows 
and deferred inflows of 
resources based on 
information obtained 
from an actuarial 
valuation of the District’s 
postemployment benefit 
liabilities.  Management 
estimates deferred 
outflows of resources, 
contributions subsequent 
to the measurement 
date, based on the 
actuarial valuation for the 
net of retiree claims less 
employee contributions, 
subsequent to the 
measurement date. 

 Management receives a 
full actuarial valuation 
every two years.  Interim 
actuarial valuations are 
performed in alternate 
years.  Management’s 
most recent full valuation 
was completed as of 
June 30, 2020. Estimates 
for postemployment 
benefits liability, deferred 
outflow and deferred 
inflow of resources are 
based on the actuarial 
report.  

 Management’s process to 
estimate postemployment 
benefits liability, deferred 
outflows and deferred inflows of 
resources appears reasonable. 
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Estimate  

 
 

Accounting Policy  

 
Management’s 

Estimation Process  
Basis for Our Conclusions on 
Reasonableness of Estimate 

Workers’ 
Compensation 
Liabilities 

 Management uses 
actuarial valuations to 
estimate workers’ 
compensation liabilities 
every other year. 
 

 Management receives 
actuarial valuations every 
other year.  The last 
valuation was performed 
December 31, 2019. 
Estimates for workers’ 
compensation liabilities 
are based on the 
actuarial report along 
with actual 
contributions/payments 
made during the year. 

 

 Management’s process to 
estimate workers’ compensation 
liabilities appears reasonable. 

 

Health Insurance 
Claim Liability 

 Management uses claim 
lag information provided 
by their third party 
administrator to estimate 
health insurance claim 
liabilities. 

 Estimates for health 
insurance claim liabilities 
are based on claim lag 
information provided by 
the District’s third party 
administrator. 

 Management’s process to 
estimate health insurance claim 
liabilities appears reasonable. 

Retirement System 
Asset/Liability, 
Deferred Outflows 
and Deferred Inflows 
of Resources 

 Management estimates 
the long-term retirement 
system asset, 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 rate 
for TRS and based on 
32% of the ERS invoice 
for the current fiscal year. 

 Estimates are based 
upon the annual invoice 
provided by the New 
York State Employees’ 
and Teachers’ 
Retirement Systems and 
additional information 
provided by the Systems. 

 Management’s process to 
estimate retirement system 
asset/liability and deferred 
outflows and deferred inflows of 
resources appears reasonable. 
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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, 
2021.  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, 2019.  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, 2022.  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 June 30, 2021.  Earlier 
application is encouraged. 
 
 
Summary of GASB Statement No. 96, Subscription-Based Information Technology Arrangements 

This Statement issued in May 2020 will be effective for the District beginning with its fiscal year ending June 30, 2023. 
This Statement provides guidance on the accounting and financial reporting for subscription-based information 
technology arrangements (SBITAs) for government end users (governments). A SBITA is defined as a contract that 
conveys control of the right to use another party's (a SBITA vendor's) information technology (IT) software, alone or in 
combination with tangible capital assets (the underlying IT assets), as specified in the contract for a period of time in 
an exchange or exchange-like transaction. 

This Statement establishes that a SBITA results in a right-to-use subscription asset—an intangible asset—and a 
corresponding subscription liability. To the extent relevant, the standards for SBITAs are based on the standards 
established in GASB Statement No. 87, Leases, as amended. 
 
The requirements of this Statement are effective for fiscal years beginning after June 15, 2022, and all reporting 
periods thereafter. Earlier application is encouraged. 
 
 
 
 

https://checkpoint.riag.com/app/main/docLinkNew?DocID=iGASB%3A1548.1&SrcDocId=T0GASB%3A1895.1-1&feature=ttoc&lastCpReqId=19dedd
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Communication of an Other Matter 
 
 
To Members of the Board of Education 
Frontier Central School District 
Hamburg, New York 14075 
 
 
This letter includes comments and suggestions with respect to a matter that came to our attention in connection with 
our audit of the financial statements of Frontier Central School District, (the District) as of and for the year ended   
June 30, 2020.  This item is offered as a constructive suggestion to be considered part of the ongoing process of 
modifying and improving the District’s practices and procedures. 
 
OTHER MATTER 
 
Increase in Non-contingent Budgeted Codes 
 
Observation 
In the current year the Board approved an additional transfer of $65,000 into the Capital Project Fund from the 
General Fund for the purpose of replacement of a storage shed damaged in a storm. In addition, the District recorded 
two transfers in the amount of $11,787 from supply expenditure codes to equipment expenditure codes. 
 
Although the District had sufficient appropriations available in its budget to fund the transfer to the Capital Project 
Fund, Section 170.2 of the Commissioner’s Regulations prohibits the transfer of budgetary funds from contingent 
expenditure codes to non-contingent expenditure codes, such as equipment expenditures and interfund transfers. 
 
Recommendation 
We recommend the District refrain from approving budget transfers that are inconsistent with budget provisions under 
Education Law or Commissioner’s Regulations in the future.   
 
 
This communication is intended solely for the information and use of the Board of Education, Audit Committee and 
management and is not intended to be and should not be used by anyone other than these specified parties. 
 

 
Batavia, New York 
October 1, 2020 
 
 
 
 





 

8 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

EXHIBIT B - SIGNIFICANT WRITTEN COMMUNICATIONS 
BETWEEN MANAGEMENT AND OUR FIRM 

 
 
 
 
 
 




















