
 

 

 
Board of Directors, Audit Committee and Management 

Girl Scouts of Western Ohio 
Cincinnati, Ohio 
 
 
As part of our audit of the financial statements of Girl Scouts of Western Ohio as of and for the 
year ended December 31, 2012 we wish to communicate the following to you. 
 
 
AUDIT SCOPE AND RESULTS 
 
Auditor’s Responsibility Under Auditing Standards Generally Accepted in the United 
States of America 

An audit performed in accordance with auditing standards generally accepted in the United 
States of America is designed to obtain reasonable, rather than absolute, assurance about the 
financial statements.  In performing auditing procedures, we establish scopes of audit tests in 
relation to the financial statements taken as a whole.  Our engagement does not include a detailed 
audit of every transaction.  Our engagement letter more specifically describes our 
responsibilities. 
 
These standards require communication of significant matters related to the financial statement 

audit that are relevant to the responsibilities of those charged with governance in overseeing the 
financial reporting process.  Such matters are communicated in the remainder of this letter or 
have previously been communicated during other phases of the audit.  The standards do not 
require the auditor to design procedures for the purpose of identifying other matters to be 
communicated with those charged with governance. 
 
An audit of the financial statements does not relieve management or those charged with 
governance of their responsibilities.  Our engagement letter more specifically describes your 
responsibilities. 
 
Qualitative Aspects of Significant Accounting Policies and Practices 
 
Significant Accounting Policies 
 
The Council’s significant accounting policies are described in Note 1 of the audited financial 
statements.   
 
Alternative Accounting Treatments 
 
No matters are reportable. 
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Management Judgments and Accounting Estimates 
 
Accounting estimates are an integral part of financial statement preparation by management, 
based on its judgments.  The following areas involve significant estimates for which we are 
prepared to discuss management’s estimation process and our procedures for testing the 
reasonableness of those estimates: 
 

• Allowance for doubtful accounts 
• Assigned lives of depreciable assets 
• Functional expense allocations 
• Beneficial interests in perpetual and remainder trusts 

 
Financial Statement Disclosures 
 
The following areas involve particularly sensitive financial statement disclosures for which we 
are prepared to discuss the issues involved and related judgments made in formulating those 
disclosures: 
 

• Assets held for sale 
 

Audit Adjustments 
 

• Attached is a summary of uncorrected misstatements we aggregated during the current 
engagement and pertaining to the latest period presented that were determined by 
management to be immaterial, both individually and in the aggregate, to the financial 
statements as a whole. 

 
Auditor’s Judgments About the Quality of the Entity’s Accounting Principles 
 
No matters are reportable. 
 
Other Material Written Communications 
 
Listed below are other material written communications between management and us related to 
the audit: 
 

• Management representation letter (attached) 
 
OTHER MATTERS 
 
Although not considered material weaknesses, significant deficiencies or deficiencies in internal 
control over financial reporting, we observed the following matters and offer these comments 
and suggestions with respect to matters which came to our attention during the course of the 
audit of the financial statements.  Our audit procedures are designed primarily to enable us to 
form an opinion on the financial statements and, therefore, may not bring to light all weaknesses 
in policies and procedures that may exist.  However, these matters are offered as constructive 
suggestions for the consideration of management as part of the ongoing process of modifying 
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and improving financial and administrative practices and procedures.  We can discuss these 
matters further at your convenience and may provide implementation assistance for changes or 
improvements if you require. 
 

Fraud Hotline Implementation 

In its “2012 Report to the Nation on Occupational Fraud and Abuse,” the Association of 
Certified Fraud Examiners estimates that 5% of revenue is lost to fraud and abuse.  One of the 
most cost-effective strategies in combating fraud is the implementation of a third-party hotline.  
We recommend that management consider implementing a third-party hotline this year.    
   
Independent studies have shown that a significant amount of fraudulent activity is discovered by 
way of anonymous tips; the third-party hotlines can play a key role in the facilitation of this 
important information.  In our own experience, we also have found that third-party hotlines can 
be an important strategy in accelerating the discovery of inappropriate activity in the 
organization and thereby reducing losses relating to such activity.  
 
In addition, the implementation of such a hotline can add to the overall control environment and 
“tone at the top” of the company and thereby serve as an important deterrent to fraud within the 
organization. 
 
Affordable Care Act 
 
The effects of the Affordable Care Act (the Act) are far-reaching and complex and will have an 
impact on substantially all employers.  The bulk of the provisions will phase in by January 2014, 
with the remaining major provisions phased in by 2018.  The biggest provision affecting 
employers is the Employer Shared Responsibility payment or the “pay or play” rules.  Beginning 
in 2014, a large employer (generally employers with 50 or more full-time equivalent employees) 
that does not offer qualifying health insurance coverage as required under the Act, will be 
required to pay a penalty if any full-time employee certifies to the employer as having purchased 
health insurance through a state exchange and a tax credit or cost-sharing reduction is allowed or 
paid to the employee.  To make sure you are in compliance with the Act, we suggest you work 
with your insurance advisor, attorney and BKD to: 
 

• Determine what your health insurance compliance requirements are under the Act 
• Review the regulations of the Act and compare the requirements to your current 

health insurance plan 
• Consider new benchmarks for health insurance in your industry 
• Determine what the acceptable level of health insurance coverage is for your 

employees 
• Determine what the required employer contributions will be 
• Determine what options are available under the Act and which is best for your 

business model 
• Analyze financial implications of the Act to your financial statements 
• Perform cost projections to evaluate costs and benefits of continuing to sponsor the 

plan or terminating it  
• Develop a multiyear strategy for plan design and employer and employee 

contributions 
• Develop an implementation plan and monitoring procedures 
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While these provisions do not take effect until 2014, the evaluation should start now to determine 
the best options for the Council and what the reporting requirements to comply with the Act will 
be. 
 
Potential Changes to the Method of Accounting for Leases under U.S. Generally Accepted 
Accounting Principles (U.S. GAAP) 
 
Lease accounting has been a renewed subject of deliberation since the U.S. Financial Accounting 
Standards Board (FASB) and the International Accounting Standards Board (IASB) proposed 
major changes in late 2010.  The boards now plan to release an updated joint exposure draft in 
the 2nd quarter of 2013, with a goal of finalizing guidance in 2013 and an expected effective date 
of 2015 or later. 
 
Under the proposed guidance, essentially all leases over one year in duration would result in 
recording a lease asset and liability.  This treatment differs from current U.S. GAAP, which 
separates leases into capital and operating leases.  Short-term (less than one year) leases would 
retain current “operating lease” accounting with additional disclosures.  Some leases would 
require accelerated lease expense recognition on an interest method basis, while others would 
retain a straight-line pattern of recognition.   
 
The primary determining factor on lease expense recognition is expected to be whether the lease 
(right-of-use) asset represents an acquisition of more than insignificant portion of the economic 
life of the leased asset: 
 

• Leases that reflect a financing (more than an insignificant portion of the underlying 
asset) will result in accelerated lease expense based on the amortization of a right-of-use 
asset and interest expense on the lease liability. 
 
• Leases that reflect a pay-to-use arrangement (an insignificant portion of the underlying 
asset, such as many real estate leases) will result in straight-line expense over the life of 
the lease, similar to current “operating leases. 
 
• Lease terms will include the noncancellable period together with options when there is a 
significant economic incentive associated with those options. 

 
When adopted, this new approach will require more monitoring and record keeping.  Companies 
should evaluate the potential impacts on the financial statements, particularly with regard to 
financial ratios, results and related matters.  These changes may have unexpected impacts on 
debt covenants or other contracts with lenders, vendors, employees, regulators, etc., that may 
require revision to maintain the original intent. 
 
Note that all information above remains subject to additional clarification and/or modification up 
to the point that a final standard is issued. 
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This communication is intended solely for the information and use of management, Board of 
Directors, Audit Committee and others within the Council and is not intended to be and should 
not be used by anyone other than these specified parties. 
 

 
 
April 9, 2013 













Before Subsequent to
Misstatements Misstatements Misstatements % Change

Total Assets 34,178,399 34,178,399

Total Liabilities (347,376) (347,376)

Net Assets (33,831,023) (33,831,023)

Revenues & Income (11,819,859) 41,810 (11,778,049) -0.35%

Costs & Expenses 11,638,594 11,638,594

Net Income (181,265) 41,810 (139,455) -23.07%

QUANTITATIVE ANALYSIS

ATTACHMENT

This analysis and the attached "Schedule of Uncorrected Misstatements (Adjustments Passed)" reflects the effects on the 
financial statements if the uncorrected misstatements identified were corrected.

Girl Scouts of Western Ohio

BKD
AWP335
1-2013



SCHEDULE OF UNCORRECTED MISSTATEMENTS (ADJUSTMENTS PASSED)

Factual (F), (X)
Judgmental (J), Assets Liabilities Non (Beg. of year) Net Income Net Assets

Description Financial Statement Line Item or Projected (P) DR     (CR) DR     (CR) Tax DR     (CR) DR     (CR) DR     (CR) DR     (CR) DR     (CR)

2011 - To record accrued interest on 
investments

F
41,810 (41,810)

Net assets (41,810)
Interest income 41,810

Taxable passed adjustments 41,810 (41,810)
Times (1 - estimated tax rate of 00%) 100% 100% 100%
Taxable passed adjustments net of tax impact 41,810 (41,810)
Nontaxable passed adjustments

41,810 (41,810)

41,810

Total passed adjustments, net of tax impact (if any)

Impact on Net Assets

Impact on Net Income

Period Ending:  December 31, 2012
Client:  Girl Scouts of Western Ohio

Net Effect on Following YearRevenues & 
Income

Costs & 
Expenses

Net Assets

BKD
AWP335
1-2013


