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December 10, 2019 
 
The Board of Directors and Management of  
Theater Subdistrict Council Local Development Corporation 
120 Broadway, 31st Floor 
New York, NY 10271 
 
Ladies and Gentlemen: 
 
We have audited the financial statements of Theater Subdistrict Council Local Development Corporation 
(the “Organization” or “TSC”) as of and for the year ended May 31, 2019, in accordance with auditing 
standards generally accepted in the United States of America (“generally accepted auditing standards”) 
and the standards for financial audits contained in Government Auditing Standards, issued by the 
Comptroller General of the United States, and have issued our report thereon dated December 10, 2019. 
Professional standards require that we communicate to you the following information related to our audit. 
 
OUR RESPONSIBILITY UNDER GENERALLY ACCEPTED AUDITING STANDARDS AND 
GOVERNMENT AUDITING STANDARDS 
 
Our responsibility under generally accepted auditing standards and the standards for financial audits 
contained in Government Auditing Standards, issued by the Comptroller General of the United States, has 
been described in our engagement letter dated November 25, 2019. As described in that letter, our 
responsibilities include forming and expressing an opinion about whether the financial statements that 
have been prepared by management are presented fairly, in all material respects, in conformity with 
generally accepted accounting principles. The audit of the Organization’s financial statements does not 
relieve management of its responsibilities. 
 
SIGNIFICANT ACCOUNTING POLICIES  
 
Management is responsible for the selection and use of appropriate accounting policies. The basis of 
presentation and summary of significant accounting policies are set forth in the notes to the financial 
statements. We noted no transactions entered into by the Organization during the year for which there is a 
lack of authoritative guidance or consensus. 
 
ACCOUNTING ESTIMATES 
 
Accounting estimates are an integral part of the financial statement prepared by management and are 
based on management’s current judgments. Those judgments are ordinarily based on knowledge and 
experience about past and current events and on assumptions about future events. During the year ended 
May 31, 2019, we are not aware of any significant changes in accounting estimates or in management’s 
judgments relating to such estimates. 
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INTERNAL CONTROL-RELATED MATTERS 
 
In planning and performing our audit of the Organization’s financial statements, we considered the 
Organization’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 opinion on the 
financial statements, but not for the purpose of expressing an opinion on the effectiveness of the 
Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of the 
Organization’s internal control. 
 
Our consideration of internal control was for the limited purpose described in the preceding paragraph 
and was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were 
not identified. However, as discussed below, we identified certain deficiencies in internal control that we 
consider to be material weaknesses. 
 
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 a combination 
of deficiencies in internal control, such that there is a reasonable possibility that a material misstatement 
of the Organization’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. 
 
We consider the following deficiencies in the Organization’s internal control to be material weaknesses:  
 

Finding No. 2019-01 
 

The financial Statements for the year ended May 31, 2019 were originally prepared under 
Financial Accounting Standards Board (FASB) pronouncements. The Organization is a public 
authority and is required to prepare financial statements under Governmental Accounting 
Standards Board (“GASB”) pronouncements.  
 
Paragraph c of 2 CRR-NY 201.2 indicates in part that: 
 

“… Since public authorities are governmental entities, the accounting principles 
followed should be those prescribed by the Governmental Accounting Standards Board 
or its successors and should be applied on a consistent basis….” 

 
Additionally, GASB Statement No. 55, The Hierarchy of Generally Accepted Accounting 
Principles for State and Local Governments states that: 
 

“Unless otherwise specified, pronouncements of the GASB apply to financial reports of 
all state and local governmental entities, including general purpose governments; public 
benefit corporations and authorities; public employee retirement systems; and public 
utilities, hospitals and other healthcare providers, and colleges and universities…”  

 
The original version of the financial statements prepared by management did not include all the 

 reports required by GASB; for instance, the section for Management Discussion and Analysis.  



Theater Subdistrict Council Local Development Corporation 
Post-Audit Communications to Those Charged with Governance and Management 
Audit Engagement for the Fiscal Year Ended May 31, 2019 
 
 

Page 3 of 5 
 

Recommendation 
 

We recommended that management revise the financial statements to be in accordance with 
GASB pronouncements. Management has accepted our recommendation. 

 
Management Response 

 
Management agrees with the auditor recommendation above and has revised the financial 
statements to comply with GASB requirements.  

 
Finding No. 2019-02 
 
Classification of net assets/fund balance was originally presented as unrestricted rather than being 
presented as restricted.  

 
The relevant provisions of Zoning Resolution 81-70, Special Regulations for Theater Subdistrict 
(the “Zoning Resolution”), specify how the funds shall be expended. The Zoning Resolution 
states in part (pages 237 and 238 of the web version of the Zoning Resolution): 

 

“…the remainder of such revenue shall be used for activities chosen by the Theater 
Subdistrict Council furthering the objectives and purposes of this Section….” 

 

We also note that page 207 of the web version of the Zoning Resolution has the following 
relevant provision:  
 

“…The Theater Subdistrict Council shall be a not-for-profit corporation whose 
organizational purpose shall be limited solely to promoting theater and theater-related 
use and preservation within the Theater Subdistrict and promoting the welfare of the 
Theater Subdistrict generally. The goals of the Theater Subdistrict shall include 
enhancing the long-term viability of Broadway by facilitating the production of plays and 
audiences for all types of theatrical productions, and monitoring preservation and use 
covenants in Broadway’s “listed theaters”.” 

 
The original version of the financial statements prepared by management presented the net assets 
as unrestricted, which had implied that the funds are available and can be spent without any 
restrictions.  

 
Recommendation 

 
We recommended that management appropriately classify the net assets as restricted based on the 
provisions of the Zoning Resolution. 

 
Management Response 

 
The Organization’s management has revised the financial statements be in accordance with 
GASB pronouncements and the net assets have been presented as restricted in the statement of 
net position. 
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SIGNIFICANT DIFFICULTIES ENCOUNTERED IN PERFORMING THE AUDIT 
 
In our judgment, we received the full cooperation of the Organization’s management and staff and had 
unrestricted access to the Organization’s senior management in the performance of our audit. 
 
CORRECTED MISSTATEMENTS 
 
Professional standards require us to accumulate all misstatements identified during the audit, other than 
those that are clearly trivial, and communicate them to the appropriate level of management. Management 
has corrected all such misstatements. Refer below for the correcting entries recorded by management: 
 
   Dr: Accounts Payable  6,000 
        Cr: Professional fees   6,000 
             To correct accounts payable and professional fees. 
 
   Dr: Unrestricted net assets 170,543 
        Cr: Restricted net assets  170,543 
             To reclassify the net assets as of May 31, 2019. 
 
DISAGREEMENTS WITH MANAGEMENT 
 
For purposes of this letter, a disagreement with management is a financial accounting, reporting, or 
auditing matter, whether or not resolved to our satisfaction, that could be significant to the financial 
statements or the auditor’s report. We are pleased to report that no such disagreements arose during the 
course of our audit other than the matters noted in the internal control section above.  
 
MANAGEMENT’S REPRESENTATIONS 
 
We have made specific inquiries of the Organization’s management about the representations embodied 
in the financial statements. Additionally, we requested that management provide to us the written 
representations the Organization is required to provide to its independent auditors under generally 
accepted auditing standards and the standards for financial audits contained in Government Auditing 
Standards, issued by the Comptroller General of the United States.  
 
MANAGEMENT CONSULTATION WITH OTHER ACCOUNTANTS  
 
In some cases, management may decide to consult with other accountants about auditing and accounting 
matters, similar to obtaining a “second opinion” on certain situations. If a consultation involves 
application of an accounting principle to the Organization’s financial statements or a determination of the 
type of auditor’s opinion that may be expressed on those statements, our professional standards require 
the consulting accountant to check with us to determine that the consultant has all the relevant facts. To 
our knowledge, there were no such consultations with other accountants. 
 
OTHER FINDINGS OR ISSUES DISCUSSED WITH MANAGEMENT  
 
We generally discuss a variety of matters, including the application of accounting principles and auditing 
standards, with management each year prior to retention as the Organization’s auditors. However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 





























 
November 13, 2018 

Alvin Caballero
Caballero & Associates 
48 WHITEHEAD RD
BRIDGEWATER, NJ 08807-7044

Dear Alvin Caballero: 

It is my pleasure to notify you that on November 07, 2018, the New Jersey Peer Review
Committee accepted the report on the most recent System Review of your firm. The due date for your next
review is  June 30, 2021. This is the date by which all review documents should be completed and
submitted to the administering entity. 

As you know, the report had a peer review rating of pass. The Committee asked me to convey its
congratulations to the firm.
 
  
Thank you for your cooperation.

 

 



The New Jersey State Board peer review compliance form must be submitted to the New Jersey State
Board of Accountancy within 30 days of receipt of this letter, along with a copy of your firm’s peer review
report, and a copy of this acceptance letter. The compliance form can be found on the NJCPA web site
under the stay informed section, then firm and practice management, then  peer review, and then to the
NJ State Board of Accountancy forms and documents area. In addition, the form is  on the New Jersey
State Board of Accountancy web site in the applications and forms section. If you have any questions,
please feel free to contact Glenn Roe at groe@njcpa.org or 973-226-4494 X237. 

 

Sincerely,

James Hardenberg, CPA, CGMA, CAE
Chief Learning Officer
peerreview@njcpa.org 973-226-4494 x105

New Jersey Society of CPAs

cc: Donna Foxman

Firm Number:  900008651908   Review Number:  555297
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November 19, 2019 
 
The Board of Directors and Management of  
Theater Subdistrict Local Development Corporation  
120 Broadway, 31st Floor 
New York, NY 10271 
 
Ladies and Gentlemen: 
 
We have been engaged to audit the financial statements of Theater Subdistrict Local Development 
Corporation (the “Organization”) as of and for the year ended May 31, 2019, in accordance with auditing 
standards generally accepted in the United States of America. We are writing to provide you with an 
update on audit scope changes and fees.  
 
Audit Scope Changes 
 
Revised Financial Statements 
The Organization’s financial statements were originally prepared under Financial Accounting Standards 
Board (“FASB”) pronouncements rather than the required Governmental Accounting Standards Board 
(“GASB”) pronouncements. Paragraph c of 2 CRR-NY 201.2 indicates in part that: 
 

“… Since public authorities are governmental entities, the accounting principles followed should 
be those prescribed by the Governmental Accounting Standards Board or its successors and 
should be applied on a consistent basis….” 

 
In addition to the above guidance, the New York State Finance Law Section 2800, paragraph 2 states in 
part: 
 

“Local authorities. (a) Every local authority, continued or created by this chapter or any other 
chapter of the laws of the state of New York shall submit to the chief executive officer, the chief 
fiscal officer, the chairperson of the legislative body of the local government or local 
governments and the authorities budget office, within ninety days after the end of its fiscal year, a 
complete and detailed report or reports setting forth: (1) its operations and accomplishments; (2) 
its financial reports, including (i) audited financials in accordance with all applicable 
regulations and following generally accepted accounting principles as defined in subdivision ten 
of section two of the state finance law….” 

 
Subdivision 10 of section 2 of the state finance law defines generally accepted accounting principles as:  
 

“Generally accepted accounting principles”. The principles of governmental accounting 
specified by authoritative national standard-setting bodies.” 
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The Organization’s management prepared revised financial statements (including a separate section for 
Management Discussion and Analysis or “MD&A”) under the GASB guidance and sent such revised 
financial statements to us on November 14, 2019. Our audit of the revised financial statements is 
currently in progress and we anticipate completing our work on or about November 22, 2019.  
 
Type of Audit required by the New York State Comptroller’s Office 

The New York Comptroller’s office requires that the financial statements of public authorities be audited 
in accordance with government auditing standards issued by the Comptroller General of the United States 
or what is commonly known as a “Yellow Book Audit”. A “Yellow Book Audit” requires two reports: a) 
report on the financial statements and b): report on internal control over financial reporting and on 
compliance and other matters 
 
Refer below for the relevant provisions of 2 CRR-NY 201.2 paragraph c: 
 

“…A public authority’s basic financial statements must be in compliance with all such public 
authority accounting directives issued by the State Comptroller. Such financial statements shall be 
audited in accordance with government auditing standards issued by the Comptroller General of 
the United States.” 

Our current engagement letter authorizes us to issue a report on the Organization’s financial statements as 
of and for the year ended May 31, 2019. However, as it does not contemplate a “Yellow Book Audit”, our 
current engagement letter does not authorize us to issue a report on internal control over financial 
reporting and on compliance and other matters. Moreover, our report on the financial statements will not 
make any reference to Government Auditing Standards. 
 
Fees 
 
The proposal we submitted and our engagement letter originally contemplated the following: 
 

• The FASB guidance was the appropriate framework for the preparation of the Organization’s 
financial statements; and 

 
• The audit engagement was to be performed in accordance with auditing standards generally 

accepted in the United States of America (which is not the same as “Yellow Book” or 
Government Auditing Standards) 

 
Given the additional work and hours we incurred in researching and discussing the FASB guidance vs 
GASB guidance with management, and also in drafting our initial audit report and financial statements 
under the FASB guidance, we are respectfully requesting the Organization to compensate for such 
additional work and hours in the amount of $2,500. In addition, should the Organization decide to revise 
the type of audit engagement, our fees for the additional procedures we need to perform to issue the 
reports required by the “Yellow Book” or Government Auditing Standards will be $1,500.  
 
Thank you for your time and we look forward to discussing the matters noted above.  
 
Very truly yours, 

            Caballero & Associates
















