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January 14, 2020 
 
 
 
Board of Directors, Audit Committee and Management 
Girl Scouts of Western Ohio 
Cincinnati, Ohio 
 
Dear Board of Directors, Audit Committee and Management:  
 
We have completed our audit of the financial statements of Girl Scouts of Western Ohio as of and for the 
year ended September 30, 2019.  This report includes communication required under auditing standards 
generally accepted in the United States of America as well as other matters. 

Our audit plan represented an approach responsive to the assessment of risk of material misstatement in 
financial reporting for Girl Scouts of Western Ohio.  Specifically, auditing standards require us to: 

 Express an opinion on the September 30, 2019 financial statements of Girl Scouts of Western 
Ohio. 

 Issue communications required under auditing standards generally accepted in the United States 
of America to assist the Board in overseeing management’s financial reporting and disclosure 
process. 

This report also presents an overview of areas of audit emphasis, as well as future accounting standards. 

This communication is intended solely for the information and use of management, the Board of 
Directors, the Audit Committee and others within Girl Scouts of Western Ohio and is not intended to be, 
and should not be, used by anyone other than these specified parties. 

Very truly yours, 
 

       
James E. Creeden, Jr., CPA Jessica B. Haag, CPA  
Partner         Director 
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Our Responsibilities 
Audit in accordance with Auditing Standards Generally Accepted in the United States of America. 

 Reasonable, rather than absolute, assurance about the financial statements.   

 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. 

 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 communication 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.  
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Summary of Our Audit Approach & Results 
Our Approach 
BKD’s audit approach focuses on areas of higher risk—the unique characteristics of Girl Scouts of Western 
Ohio’s  
 Operating environment,  
 The design effectiveness of your internal controls and  
 Financial statement amounts and disclosures.   

The objective is to express an opinion on the conformity of your financial statements, in all material respects, 
with accounting principles generally accepted in the United States of America. 

Areas of Audit Emphasis 
The principal areas of audit emphasis and results were as follows: 

Risk Area Results 

Management override of controls – The risk that 
management may override existing and 
functioning accounting controls is an inherent risk 
to Girl Scouts of Western Ohio (under current 
professional standards, this is always considered 
a significant risk). 

BKD performed the following procedures relevant 
to this risk area: 

 Reviewed accounting estimates for bias 
 Tested journal entries 

No matters are reportable. 
 

Improper revenue recognition – The risk that 
revenue is improperly categorized or recorded in 
improper period (under current professional 
standards, this is an audit risk, with rare 
exceptions). 

BKD performed the following procedures relevant 
to this risk area: 

 Analytically reviewed revenue accounts 
 Performed a cookie sale reasonableness 

test 
 Tested material grants and contributions 

No matters are reportable. 

Net asset classifications and releases of 
restrictions – The risk that management has 
improperly classified ending net assets 

BKD performed the following procedures relevant 
to this risk area: 

 Reviewed supporting documentation for 
significant net asset activity to determine 
proper classification regarding restriction 
and amount 

No matters are reportable. 
 

Unmodified, or “Clean,” Opinion Issued on Financial Statements 
We have issued an unmodified opinion as to whether the financial statements of Girl Scouts of Western Ohio, 
as of and for the year September 30, 2019, are fairly presented, in all material respects.  
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Required Communications 
Quality of Accounting Practices 
Significant Accounting Policies 
Significant accounting policies are described in Note 1 of the financial statements. 

Alternative Accounting Treatments 
No matters are reportable.  

Management Judgments & Accounting Estimates 
Accounting estimates are an integral part of financial statement preparation by management, based on its 
judgments.  Areas involving significant areas of such estimates for which we are prepared to discuss 
management’s estimation process and our procedures for testing the reasonableness of those estimates are 
listed in the following: 

 Allowance for uncollectible receivables 

 Assigned lives of depreciable assets 

 Beneficial interest in perpetual and remainder trusts 

 Functional expense allocations 

Financial Statement Disclosures 
The following areas listed 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 

 Retirement plan 

 Liquidity and availability of resources 

Audit Adjustments 
There were no adjustments proposed during the audit. 

Auditor’s Judgments About the Quality of Girl Scouts of Western Ohio’s Accounting Policies 
No matters are reportable. 

Interactions with Management 

We are pleased to report we found no difficulties in working effectively with management.  Management was 
very helpful and cooperative. 
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Significant Issues Discussed with Management 
The following issue regarding application of accounting principles was discussed: 

 Implementation of ASU 2016-14, Not-for-Profit Entities (Topic 958):  Presentation of Financial Statements 
of Not-for-Profit Entities 

 

Other Material Communications 
Other material communications between management and us related to the audit include: 

 Management representation letter (Appendix) 

 We verbally communicated to management other deficiencies in internal control identified during our audit 
that are not considered material weaknesses or significant deficiencies 

 

Other Matter 
Meeting the Challenges of Cybersecurity 
The increasing value of payment card data and personal information is driving more organizations of all sizes to 
prepare for the potential of a cyberattack.  Hackers and cyber-thieves have become adept at pilfering 
confidential information, using ransomware to extort money and leveraging social engineering techniques to 
trick employees into wiring funds.  

As a first step to improving their cyber-readiness, companies need to perform a cybersecurity risk assessment 
to determine the current state of cybersecurity processes, controls and technology. This effort can determine 
how well the organization can prevent, detect and respond to cyber-attacks.  

Key to the assessment process is choosing an appropriate framework against which the organization may be 
evaluated. In fact, two nationally recognized organizations have developed cybersecurity frameworks.   

The National Institute of Standards and Technology (NIST) has developed a Cybersecurity Framework to assist 
organizations manage cybersecurity-related risk more effectively.  The NIST Cybersecurity Framework provides 
a prioritized, flexible, repeatable and a cost-effective approach that can be used in any industry or organization. 

Once the framework has been chosen, we recommend that management consider performing a cybersecurity 
risk assessment to gauge the overall readiness and maturity of existing controls and perform appropriate testing 
of the IT infrastructure and employee awareness. 
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Future Accounting Pronouncements 
FASB Issues New Revenue Recognition Standard 
The model for revenue recognition is changing with FASB’s release on May 28, 2014, of ASU 2014-09, 
Revenue from Contracts with Customers (the ASU).  The goal of the final standard is to improve consistency of 
requirements, comparability of revenue recognition practices and usefulness of disclosures.   

The ASU applies to all contracts with customers, other than those within the scope of other standards, such as 
leases, insurance, financing arrangements, financial instruments and guarantees.  For nonprofit organizations, 
the primary income streams -contributions and investment returns- are not in scope.  However, all ancillary 
income must be reviewed for inclusion under the new guidance – subscriptions, membership dues, etc.  The 
ASU does not apply to other parties to a contract who are not customers, i.e. collaborative arrangements. 

The core principle of the new model is that an entity would recognize revenue as it transfers goods or services 
to customers in an amount that reflects the consideration it expects to receive.  In order to achieve that core 
principle, an entity would apply a five-step model.   

The five-step application is as follows: 

Step 1:  Identify the contract with a customer 

Step 2:  Identify the separate performance obligations in the contract 

Step 3:  Determine the transaction price 

Step 4:  Allocate the transaction price to the separate performance obligations in the contract 

Step 5:  Recognize revenue when (or as) performance obligations are satisfied  

Because this is a principles bases standard, significant additional management judgement and estimates will be 
required at adoption and on an ongoing basis.  These judgements and estimates include, but are not limited to, 
bifurcating exchange and non-exchange components, the identification of separate performance obligations and 
determining the transaction price.   

While revenue timing and presentation may not change materially, nonprofit organizations will have to evaluate 
and document its consideration of recognition of revenue under the new five-step model.  

The standard requires extensive new qualitative and quantitative revenue disclosures to enable financial 
statement users to understand the nature, amount, timing and uncertainty of revenue and cash flows arising 
from contracts with customers.  

The standard may be adopted using a full retrospective approach or a modified, cumulative effect approach 
wherein the guidance is applied only to existing contracts as of the date of initial application, and to new 
contracts transacted after that date. 

An entity choosing a modified approach would not restate comparative years, but it would be required to provide 
additional disclosures in the initial year of adoption. 

The standard is in effect for the fiscal year beginning October 1, 2019. 
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FASB Proposes Guidance on Accounting for Contributions 
The Financial Accounting Standards Board is proposing to clarify existing guidance on determining whether a 
transaction with a resource provider, e.g., the receipt of funds under a government grant or contract, is a 
contribution or an exchange transaction.  The proposed guidance requires all organizations to evaluate whether 
the resource provider is receiving commensurate value in a transfer of assets transaction, and whether 
contributions are conditional or unconditional.  

If commensurate value is received by the resource provider, the transaction would be accounted for as an 
exchange transaction by applying Topic 606, Revenue from Contracts with Customers, or other topics. The 
exposure draft clarifies that a resource provider is not synonymous with the general public.  Indirect benefit 
received by the public as a result of the assets transferred is not equivalent to commensurate value received by 
the resource provider.  If commensurate value is not received by the resource provider, i.e., the transaction is 
nonexchange, the recipient organization would record the transaction as a contribution under Topic 958 and 
determine whether the contribution is conditional or unconditional. 

FASB expects that the improved guidance could result in more grants and contracts being accounted for as 
contributions (often conditional contributions) than under current generally accepted accounting principles.  
Because of this, it believes the clarifying guidance about whether a contribution is conditional or unconditional, 
which affects the timing of revenue recognition, is important.  Both the recipient and resource provider would 
equally apply the guidance. 

The proposed standard has the same effective dates as Topic 606—effective for the fiscal year beginning 
October 1, 2019.   

FASB Issues New Lease Accounting Standard 
On February 25, 2016, FASB issued Accounting Standards Update (ASU) 2016-02, Leases (Topic 842), the 
long-awaited new standard on lease accounting.       

Under the new ASU, lessees will recognize lease assets and liabilities on their balance sheet for all leases with 
terms of more than 12 months.  The new lessee accounting model retains two types of leases and is consistent 
with the lessee accounting model under existing GAAP.  One type of lease (finance leases) will be accounted 
for in substantially the same manner as capital leases are accounted for today.  The other type of lease 
(operating leases) will be accounted for (both in the income statement and statement of cash flows) in a manner 
consistent with today’s operating leases.  Lessor accounting under the new standard is fundamentally 
consistent with existing GAAP. 

Lessees and lessors would be required to provide additional qualitative and quantitative disclosures to help 
financial statement users assess the amount, timing, and uncertainty of cash flows arising from leases.  These 
disclosures are intended to supplement the amounts recorded in the financial statements so that users can 
understand more about the nature of an organization’s leasing activities. 

The final leases standard will be effective for the fiscal year beginning October 1, 2021.  Early application is 
permitted. 
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This communication is intended solely for the information and use of management, the board of directors, the 
audit committee, and others within Girl Scouts of Western Ohio and is not intended to be and should not be 
used by anyone other than these specified parties. 

 

 

January 14, 2020 
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