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December 18, 2017

To the Honorable Members of the Stafford County School Board
Stafford County Public School Boards
Stafford, Virginia

P.O. Box 15409 (28561-5409)
3120 Wellons Boulevard
New Bern, NC 28562-5247
T +1 252 637 5154
F +1 252 637 5383
www.rsmus.com

Attention: Holly Hazard, Chair

We are pleased to present this report related to our audit of the financial statements of Stafford County
School Board, a component unit of Stafford County, Virginia, (the School Board) for the year ended June
30, 2017. This report summarizes certain matters required by professional standards to be communicated
to you in your oversight responsibility for the School Board’s financial reporting process.
This report is intended solely for the information and use of the School Board and management and is not
intended to be, and should not be, used by anyone other than these specified parties. It will be our
pleasure to respond to any questions you have about this report. We appreciate the opportunity to
continue to be of service to the School Board.

Contents

Required communications

1-2

Summary of significant accounting estimates

3

Summary of uncorrected misstatement

4

Exhibit A—Significant written communications between management and our firm
Representation letter
Exhibit B—Letter Communicating Internal Control Deficiencies

Required Communications
Generally accepted auditing standards (AU-C 260, The Auditor’s Communication 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 May 15, 2017. Our
audit of the financial statements does not relieve management or
those charged with governance of their responsibilities which are also
descried in this 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 accounting 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 School Board. For the year ended
June 30, 2017, the School Board adopted GASB Statement No. 74,
Financial Reporting for Postemployment Benefit Plans other than
Pension Plans. This Statement required additional disclosures
related to the valuation of the net other post-employment benefits
liability that is managed through the Post Employment Trust Fund.
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.
Alternative Treatments with Management
We did not discuss with management any alternative treatments
within generally accepted accounting principles for accounting policies
and practices related to material items during the current audit period.
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 financial statements were prepared on the assumption that the
School Board 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 other than those prepared by the
School Board.

Uncorrected Misstatement

An uncorrected misstatement is summarized in the attached
Summary of Uncorrected Misstatement.

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 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 with or 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.

Significant Written
Communications Between
Management and Our Firm

Copies of significant written communications between our firm and the
management of the School Board, including the representation letter
provided to us by management, are attached as Exhibit A.
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Summary of Significant Accounting Estimates
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 School Board’s June 30, 2017,
financial statements.

Area

Accounting Policy

Estimation Process

Comments

Capital asset
depreciable lives

Assets are assigned
lives from 3- 50 years
based on the type of
asset.

Lives are assigned
based on historical
usage.

The policy has been
consistently applied.

Reserve for liabilities
incurred but not
reported

A liability is recorded in
the Health Benefits
Funds to reserve for
outstanding medical
claims.

A liability is recorded
based on recent
settlement trends
including frequency and
amount of payouts as
well as knowledge of
outstanding claims.

The policy has been
consistently applied.

Other post
employment benefit
liability

A liability is recorded for
the underfunded portion
of promised benefits for
past services.

The School Board
contracted with a third
party actuary to
calculate the future
service obligation,
required annual
contribution and liability.

The liability is materially
consistent with the
School Board’s policy
and follows the
requirements of GASB
45.

Allowance for doubtful
accounts receivable

Recorded as a contra
asset to reduce the
value of accounts
receivable to estimated
net collectible amount.

Estimated by the SCPS
finance department
based on expected net
collections.

Estimation process is
consistent with
accounting policy and in
accordance with GAAP.

Net pension obligation

Accrued as a liability
where not fully funded.

Actuarial calculations
made by Virginia
Retirement System and
audited by Virginia
Auditor of Public
Accounts.

Estimation process is
consistent with
accounting policy and in
accordance with GAAP.
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Summary of Uncorrected Misstatement
During the course of our audit, we accumulated an uncorrected misstatement that was determined by
management to be immaterial, both individually and in the aggregate, to the financial position, results of
operations, and cash flows to the related basic financial statement disclosures. Following is a summary of
that difference.
Government-Wide Opinion Unit
Description
Assets
Difference in pension
liability from different
interest rate assumptions $
Total effect
Statement of net
position effect

Effect—Increase (Decrease)
Liabilities
Fund Balance
Revenue

$ (495,962)

$

495,962

$

-

$ (495,962)

$

Expense

$

-

$ (495,962)

$

-

$ (495,962)

495,962

Aggregate Funds Opinion Unit
Description
Assets
Reversing effect of prior
year mistatement to not
allocate pension liability
to Internal Service Funds $
Total effect
Statement of net
position effect

Effect—Increase (Decrease)
Liabilities
Fund Balance
Revenue

$

-

$ (668,000)
668,000

$

-

$

-
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$

-

Expense

$

-

$ (668,000)

$

-

$ (668,000)

Exhibit A—Significant Written Communications
Between Management and Our Firm

Exhibit B—Letter Communicating Internal Control
Deficiencies

December 18, 2017

Dr. Bruce Benson, Superintendent
and the Management of
the Stafford County School Board
Stafford County School Board
Stafford, Virginia

P.O. Box 15409 (28561-5409)
3120 Wellons Boulevard
New Bern, NC 28562-5247
T +1 252 637 5154
F +1 252 637 5383
www.rsmus.com

In planning and performing our audit of the financial statements of Stafford County School Board (the
School Board) as of and for the year ended June 30, 2017, in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial audits contained
in Government Auditing Standards, issued by the Comptroller General of the United States; and the
Specifications for Audits of Counties, Cities, and Towns, issued by the Auditor of Public Accounts of the
Commonwealth of Virginia, we considered the School Board’s 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 opinions on the financial statements, but not for the purpose of expressing
an opinion on the effectiveness of the School Board’s internal control. Accordingly, we do not express an
opinion on the effectiveness of the School Board’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 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.
Following is a description of identified deficiencies in internal control that we determined did not constitute
significant deficiencies or material weaknesses:
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Cash Reconciliations
During our testing of the cash reconciliation process, we noted a difference between the
balance of cash recorded in the School Board’s general ledger system and the cash balance
recorded in Stafford County, VA (the County)’s general ledger system pertaining to the
School Board‘s cash. This difference was the result of alternative approaches to the
recognition and recording of certain transactions by the two finance offices. We recommend
the School Board’s and the County’s finance departments work together closely at fiscal
year-end to ensure consistent recording and recognition of transactions and reconciliation
between the two systems in a timely manner.
GASB 74 Disclosure Implementation
A third party OPEB valuation report provided to the School Board included required GASB
Statement No. 45 disclosures, but lacked some of the disclosure information required to
implement GASB Statement No. 74 (also related to OPEB reporting and disclosures, and
which became effective for the School Board’s fiscal year ended June 30, 2017). There was
no formal process to verify that all of the new GASB Statement No. 74 disclosures were
provided. Currently, the finance staff already receives annual training to maintain awareness
of new accounting pronouncements. We recommend that a checklist be obtained and used in
the year of implementation of new GASB pronouncements to ensure that all required
disclosures are added to the required sections of the CAFR.
This communication is intended solely for the information and use of the Superintendent, management,
and others within the organization and is not intended to be, and should not be, used by anyone other
than these specified parties.

