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December 6, 2019

The Board of Education
Mount Pleasant Cottage School Union Free School District
1075 Broadway
Pleasantville, New York 10570

We have audited the financial statements of the Mount Pleasant Cottage School Union Free School 
District, New York as of and for the year ended June 30, 2019 and have issued our report thereon dated 
December 5, 2019.  Professional standards require us to communicate with you regarding audit matters 
that are, in our professional judgment, significant and relevant to those charged with governance 
(“TCWG”) in overseeing the financial reporting process.  This communication is intended to provide you 
with these required communications as well as other findings and information regarding our audit.

We are pleased to be of service to you and the Mount Pleasant Cottage School Union Free School 
District, New York and appreciate the opportunity to present our audit findings to you.  We are also 
pleased to discuss other matters which may be of interest to you and to answer any questions you may 
have.

This information is intended solely for the information and use of TCWG and management of the Mount 
Pleasant Cottage School Union Free School District, New York and is not intended to be and should not 
be used by anyone other than these specified parties.

Very truly yours,

PKF O’Connor Davies, LLP



3

Contents

Status of the Audit ................................................................................................................................ 4

Required Communications and Other Matters....................................................................................... 5

Internal Control Over Financial Reporting ............................................................................................. 9

On the Horizon.................................................................................................................................... 11

Appendices

1 – Corrected Misstatements 

2 – Management Representation Letter

3 – About PKF O’Connor Davies, LLP



4

Status of the Audit

Audit of Financial Statements

 Audit fieldwork is complete.

 The financial statements have been reviewed by management and issued.

 We have issued an unmodified report on the financial statements.
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Required Communications and Other Matters

Required Item Comments

Auditor’s responsibility 
under professional 
standards and planned 
scope and timing of the 
audit

We have communicated such information in our engagement letter
to you dated May 3, 2019. Generally, these responsibilities include:

• Forming and expressing an opinion on the financial 
statements.

• Obtaining reasonable assurance that the financial statements 
are free of material misstatements, whether caused by error or 
fraud.

• Accumulating and communicating uncorrected misstatements 
to Those Charged with Governance (“TCWG”).

• Maintaining professional skepticism.

• Communicating audit related matters that are, in our 
professional judgment, significant to TCWG.

Supplementary information 
accompanying the financial 
statements

Our responsibility for the supplementary information accompanying 
the financial statements is to evaluate the presentation of the 
supplementary information in relation to the financial statements as a 
whole and to report on whether the supplementary information is fairly 
stated, in all material respects, in relation to the financial statements 
as a whole.

With respect to such supplementary information, we made certain 
inquiries of members of management and evaluated the form, content 
and methods of preparing the information to determine that the 
information complies with US GAAP, the method of preparing it has 
not changed from the prior period and the information is appropriate 
and complete in relation to our audit of the financial statements. We 
compared and reconciled the supplementary information to the 
underlying accounting records used to prepare the financial 
statements or to the financial statements themselves.

Other information in 
documents containing 
audited financial statements

Our responsibility as auditors for other information in documents 
containing the audited financial statements does not extend beyond 
the financial information identified in the audit report, and we are not 
required to perform any procedures to determine that such other 
information is properly stated. 
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Required Item Comments

Our responsibilities under 
the Yellow Book

In connection with our audit we performed tests of the Entity’s 
compliance with certain provisions of laws, regulations, contracts, and 
grants. However, the objective of our tests was not to provide an 
opinion on compliance with such provisions.

Responsibilities of 
management and TCWG

Management’s responsibilities include:

• The fair presentation of the financial statements, including the 
selection of appropriate accounting policies.

• Establishing and maintaining effective internal control.
• Complying with laws, regulations, grants and contracts.
• Providing the auditors with all financial records and related 

information and a signed representation letter.

TCWG are responsible for communicating with the auditors and 
overseeing the financial reporting process.

Both management and TCWG are responsible for:
• Setting the proper tone at the top.
• Designing and implementing policies and controls to prevent 

and detect fraud.

Qualitative aspects of 
accounting practices -
Accounting Policies

The significant accounting policies are described in Note 1 to the 
financial statements. There have been no initial selections of 
accounting policies and no changes in significant accounting policies 
or their application during the reporting period that had a significant 
impact on the financial statements.

The accounting policies of the Entity conform to U.S. generally 
accepted accounting principles as applicable to state and local 
governments. The Entity’s reports are based on all applicable GASB 
pronouncements.   

Qualitative aspects of 
accounting practices –
Significant Unusual 
Transactions

No matters have come to our attention that would require us to inform 
you about the methods used to account for significant unusual 
transactions.
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Required Item Comments

Qualitative aspects of 
accounting practices -
Accounting Estimates and 
Management’s Judgment

Accounting estimates made by management are an integral part of 
the financial statements and are based on management’s knowledge 
and experience about past and current events and assumptions about 
future events. Actual results could differ from those estimates. 

Certain accounting estimates are particularly sensitive because of 
their significance to financial statements and their susceptibility to 
change. The most sensitive estimates affecting the financial 
statements are: 

 Actuarial assumptions related to the Other Post Employment 
Benefit Obligations (“OPEB”)

 Actuarial assumptions and proportionate share calculations 
related to pension obligations

 Asset lives for depreciable capital assets
 Estimates of certain receivable balances and allowances for 

uncollectible amounts
 Estimates for certain operating and long-term liabilities

Management believes that the estimates used and assumptions made 
are adequate based on the information currently available. We 
evaluated the key factors and assumptions used to develop the 
estimates in determining that they are reasonable in relation to the 
financial statements as a whole.

Qualitative aspects of 
accounting practices -
Financial Statement 
Disclosures

Certain financial statement disclosures involve significant judgment 
and are particularly sensitive because of their significance to financial 
statement users. The most sensitive disclosure affecting the financial 
statements are: 

 Other post employment benefit obligations payable
 Pension plan information
 Fund balances

The financial statement disclosures are consistent and clear.

Difficulties encountered in 
performing the audit

We encountered no significant difficulties in dealing with management 
relating to the performance of our audit.  



8

Required Item Comments

Corrected and uncorrected 
misstatements

Professional standards require us to accumulate all known and likely 
misstatements identified during the audit, other than those that we 
believe are trivial, and communicate them to the appropriate level of 
management. 

We are required to communicate to you misstatements that remain 
uncorrected, including any related to prior periods, and the effect, if 
any, that they may have on the opinion in our report, and request their 
correction. There are no such financial statement misstatements that 
remain uncorrected.

In addition, we are required to communicate to you all material, 
corrected misstatements that were brought to the attention of 
management as a result of our audit procedures. The attached 
Appendix 1 summarizes the misstatements that were corrected by 
management.

Disagreements with 
management

For purposes of this communication, a disagreement with
management is a matter, whether or not resolved to our satisfaction, 
concerning financial accounting, reporting, or auditing, which could be 
significant to the financial statements or the auditors’ report. No such 
disagreements arose during the course of the audit.

Management 
representations

We have requested certain representations from management that 
are included in the management representation letter (see Appendix 
2).

Management’s 
consultations with other 
accountants

In some cases, management may decide to consult with other 
accountants about auditing and accounting matters. Management 
informed us that, and to our knowledge, there were no such 
consultations with other accountants.  

Auditor independence We affirm that PKF O’Connor Davies, LLP is independent with respect 
to the Entity in accordance with relevant professional standards.

Significant issues discussed 
with management prior to 
retention

We generally discuss with management a variety of matters, including 
the application of accounting principles and auditing standards, 
business conditions affecting the Entity and business plans and 
strategies that may affect the risks of material misstatement. None of 
the matters discussed and our responses thereto were a condition to 
our retention as auditors.
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Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Mount Pleasant 
Cottage School Union Free School District’s (the “Entity”) internal control over financial reporting 
(“internal control”) as a basis for designing audit procedures that are appropriate in the circumstances 
for the purpose of expressing our opinion on the financial statements, but not for the purpose of 
expressing an opinion on the effectiveness of the Entity’s internal control. Accordingly, we express no 
such opinion.

Professional standards require that we communicate to you, in writing, all significant deficiencies and/or 
material weaknesses in internal control that we identify in performing our audit.  For this purpose, 
deficiencies in internal control are categorized as follows:

 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 material weakness is a deficiency, or combination of deficiencies, in internal control, such that 
there is a reasonable possibility that a material misstatement of the entity’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.

Our consideration of internal control was for the limited purpose described in the first paragraph and was 
not designed to identify all deficiencies in internal control that might be deficiencies, significant 
deficiencies, or material weaknesses and, therefore, there can be no assurance that all such deficiencies
have been identified.

We did not identify any deficiencies in internal control that we consider to be material weaknesses, as 
defined above.

However, we share for your consideration on the following pages other observations about the internal 
control and operations.

This communication is intended solely for the information and use of management and others charged 
with governance and is not intended to be and should not be used by anyone other than these specified 
parties.  We will be pleased to discuss these communications and comments in further detail at your 
convenience, or to assist you in implementing the recommendations.

Harrison, New York
December 6, 2019
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Mount Pleasant Cottage School Union Free School District, New York 

Control Deficiencies

 Outstanding Payroll Checks

During the audit, we noted that there is an unreconciled difference of $5,523 in the payroll bank 
account. The amount appears to represent outstanding, uncleared checks that date back in 
excess of five years. Per conversation with the School District’s Treasurer, they have been 
unable to identify the details of these checks as they not only pre-date the current financial 
accounting system but also were drawn on a bank no longer utilized by the School District. 

Recommendation

If the School District has exhausted all means of identifying such amounts, an adjustment should 
be made to the books and records to write off these checks and return the amounts to its fund 
balance.

 Segregation of Duties

During our audit, we noted that the employee who processes claims also has the ability to add, 
modify or delete vendors from the accounting system. It was further noted that the employee who 
enters and processes cash transactions also performs the bank account reconciliations. 

Recommendation

Due to the limited number of people working in the office, many critical duties are combined and 
given to available employees. The School District mitigates this risk by employing a claims auditor, 
even though not required under New York State Education Department regulations due to its 
size.  Nevertheless, to the extent possible, we suggest that the School District examine the 
responsibilities of its business office employees and consider redistributing duties to increase 
internal control and reduce risk.

 Special Purpose Fund

The Special Purpose Fund is provided to account for assets held by the School District as trustee 
or agent for individuals, private organizations other governmental units and/or other funds. During 
the course of our audit, we noted that several accounts, with aggregate ending balances of 
approximately $787 remained inactive for the entire year.

Recommendation

We recommend that the School District analyze the balances and review the purposes of these 
bequests so that a determination may be made as to the proper disposition of the funds. Should 
it be determined that these amounts are no longer required to be held in a trust, a Board of 
Education resolution should be approved transferring these amounts to the General Fund.
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On the Horizon

GASB Statement No. 84 – Fiduciary Activities

In January 2017, GASB issued Statement No. 84 “Fiduciary Activities”.  The objective of this Statement 
is to improve guidance regarding the identification of fiduciary activities for accounting and financial 
reporting purposes and how those activities should be reported. Previously issued guidance lacked the 
necessary clarity to determine when a government had fiduciary responsibility for a certain activity. This 
lack of clarity has resulted in a divergence in practice among financial statement preparers and auditors.  

GASB Statement No. 84 establishes criteria for identifying fiduciary activities. The focus of the criteria is 
on (a) whether a government controls the assets of the fiduciary activity and (b) the beneficiaries with 
whom a fiduciary relationship exists.  A government is considered in control of the assets if the 
government holds the assets or has the ability to direct the use of the assets in a manner that provides 
benefits to the specified or intended recipients. The assets also cannot be derived from the government’s 
own source revenues (or from government-mandated or voluntary non-exchange transactions) and must 
also have one or more of the following characteristics related to whom the assets will benefit:

1) Be administered through a trust
2) The government itself is not the beneficiary
3) Dedicated to providing benefits in accordance with the benefit terms
4) Legally protected from the government’s creditors for the benefit of individuals and the 

government has no administrative or direct financial involvement with the asset
5) For the benefit of individuals and government has no administrative or direct financial 

involvement with the assets

An activity meeting the above criteria should be reported in the basic financial statements in one of the 
following four fiduciary funds, as applicable:

1) Pension (and other employee benefit) trust funds
2) Investment trust funds
3) Private-purpose trust funds 
4) Custodial funds

Custodial funds should report fiduciary activities that are not reported in one of the first three fiduciary 
funds noted above. The use of Agency funds has been eliminated with this Statement and replaced 
with custodial funds.

Governments with activities meeting the above criteria will present a Statement of Fiduciary Net Position 
(i.e., assets, deferred outflows of resources, liabilities, deferred inflows of resources and fiduciary net 
position) and a Statement of Changes in Fiduciary Net Position (i.e., additions and deductions) for each 
fiduciary fund type. Previous guidance for agency funds only required the presentation of assets and 
liabilities, whereas the custodial funds require the same elements as the other fiduciary funds, including 
net position. 

The provisions of this Statement are effective for fiscal years beginning after December 15, 2018 
(i.e., the School District’s financial statements for the year ended June 30, 2020).
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GASB Statement No. 87 – Leases

Potentially pervasive changes are coming to lease accounting. Under the provisions of GASB Statement 
No. 87, nearly every lease will be considered a capital lease.  While local governments and school 
districts would most likely be lessees in these kinds of transactions, some might also be involved in 
transactions where they are the lessor of these assets.

Under this standard, lessees will now be required to recognize in their entity-wide Statement of Net 
Position a lease liability and an intangible right-to-use lease asset when the lease begins. The intangible 
asset will be similar to other capital assets by requiring amortization over the life of the lease term, similar 
to depreciation of tangible capital assets. Also similar to other capital assets, leases will need to be 
assessed for impairment.

Lessors will do the opposite. Lessors will recognize a lease receivable and a deferred inflow of resources 
at the start of a lease.  The receivable will be reduced and revenue recognized as lease payments are 
received each year. The lessor will continue to report the capital asset on its own Statement of Net 
Position.

Governments should review this standard early to anticipate what changes might need to be made to 
policies, accounting procedures, laws and regulations.  The provisions of this Statement are effective 
for fiscal years beginning after December 15, 2019 (i.e., the School District’s financial statements 
for the year ended June 30, 2021) with earlier application encouraged. 

Changes to Government Auditing Standards

The U.S. Government Accountability Office, in July 2018, issued its 2018 revision to Government 
Auditing Standards (i.e., “Yellow Book”).  These changes will be the first changes since 2011 and are 
designed to ensure the standards continue to meet the needs of the federal, state and local government 
communities and the public these bodies serve.  The following significant new audit requirement was 
added to the 2018 revision:

As part of an audit under Government Auditing Standards, if auditors become aware of waste or abuse 
that could be quantitatively or qualitatively material to the financial statements, auditors should perform 
additional audit procedures to ascertain the potential effect on the financial statements. 

Included in the application guidance are these definitions:

Waste is the act of using or expending resources carelessly, extravagantly, or to no purpose. Waste 
involves the taxpayers not receiving reasonable value for money in connection with any government-
funded activities because of an inappropriate act or omission by parties with control over or access to 
government resources. Importantly, waste can include activities that do not include abuse and does not 
necessarily involve a violation of law. Rather, waste relates primarily to mismanagement, inappropriate 
actions, and inadequate oversight. 
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Abuse is behavior that is deficient or improper when compared with behavior that a prudent person 
would consider reasonable and necessary business practice given the facts and circumstances, but 
excludes fraud and noncompliance with provisions of laws, regulations, contracts, and grant agreements. 
Abuse also includes misuse of authority or position for personal financial interests or those of an 
immediate or close family member or business associate. Because the determination of abuse is 
subjective, auditors are not required to perform procedures to detect abuse in financial audits. Auditors 
may discover that abuse is indicative of fraud or noncompliance with provisions of laws, regulations, 
contracts, and grant agreements.

The 2018 revision of Government Auditing Standards is effective for financial audits for periods 
ending on or after June 30, 2020. Early implementation is not permitted.



Appendix 1

Corrected Misstatements



Account Description Debit Credit

Special Aid

Adjusting Journal Entries JE # 1

F 691 DEFERRED REVENUES 236,374.00

F 2714.18 Title 1 A&D (17-18) 236,374.00

Total 236,374.00 236,374.00

Adjusting Journal Entries JE # 2

F 691 DEFERRED REVENUES 131,047.00

F 2717.18 IDEA 611 (17-18) 131,047.00

Total 131,047.00 131,047.00

Adjusting Journal Entries JE # 3

F 410 STATE & FEDERAL AID RECEIVABLE 56,310.00

F 2718.19A Title 1 -Part A 18/19 56,310.00

Total 56,310.00 56,310.00

Adjusting Journal Entries JE # 5

F 2718.19D Title 1 -Part D 18/19 145,487.00

F 691 DEFERRED REVENUES 145,487.00

Total 145,487.00 145,487.00

Adjusting Journal Entries JE # 6

F 2718.19I.IA PART IIA 18/19 5,651.00

F 2718.19I.V PART IV 18/19 7,340.00

F 691 DEFERRED REVENUES 12,991.00

Total 12,991.00 12,991.00

Adjusting Journal Entries JE # 12

F 2110.150-19-1800 Title 1 - Part A&D 18_19 Instructional 16,622.00

F 2718.19A Title 1 -Part A 18/19

F 630 DUE TO GENERAL FUND 16,622.00

F 630 DUE TO GENERAL FUND

Total 16,622.00 16,622.00

Adjusting Journal Entries JE # 13

F 2110.161-00-1800 SUPPORT SAL GRANT ESEA 1 (N&D) 601.00

F 2110.490-19-1900 Title IIA 18_19 9,418.00

F 2110.150-19-1800 Title 1 - Part A&D 18_19 Instructional 10,019.00

Total 10,019.00 10,019.00

Adjusting Journal Entries JE # 15

F 630 DUE TO GENERAL FUND 102,283.00

F 391 DUE FROM OTHER FUNDS 102,283.00

Total 102,283.00 102,283.00

To net due to/from accounts to match general fund

To correct due to/froms and Special Aid expenditures so revenues = 
expenditures and assets = liabilities

to correct Title I credit expenditure balances in special aid fund

To adjust Deferred Revenue Based on PY Title I 17/18.

To adjust IDEA grant deferred revenues for 16/17

To book receivable for Title I part A based off of cash receipts and expenditures 
for 18/19

To record deferred revenue for Title I Part D 18/19

To record deferred revenue for Title IIA and IV not expensed but received in 
18/19
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