BKD 312 Walnut Street, Suite 3000
LLP Cincinnati, OH 45202-4025

CPAs & Advisors 513.621.8300 Fax 513.621.8345 www.bkd.com

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, 2010, 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 Americais designed to obtain reasonable, rather than absolute, assurance about the
financia statements. In performing auditing procedures, we establish scopes of audit tests in
relation to the financial statements taken as awhole. 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
financia 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. In 2010, the Council revised its capitalization policy to include all long-lived assets
with costs greater than $1,000, including computer equipment. In prior years, certain long-lived
computer equipment was capitalized, regardless of cost.

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 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:

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

Financial Statement Disclosures

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

¢ Restatement of prior years financial statements

Audit Adjustments

During the course of any audit, an auditor may propose adjustments to financial statement
amounts. Management evaluates our proposals and records those adjustments which, in its
judgment, are required to prevent the financial statements from being materially misstated.
Some adjustments proposed were not recorded because their aggregate effect is not currently
material; however, they involve areas in which adjustments in the future could be material,
individually or in the aggregate.

Proposed Audit Adjustments Recorded
e Beneficial interestsin perpetua trusts
Proposed Audit Adjustments Not Recorded

e Property and equipment and related accumulated depreciation (no net effect on the
Statement of Financial Position)

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:

e Management representation letter (attached)
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INTERNAL CONTROL OVER FINANCIAL REPORTING

In planning and performing our audit of the financial statements of the Girl Scouts of Western
Ohio as of and for the year ended December 31, 2010, in accordance with auditing standards
generally accepted in the United States of America we considered the Council’ s internal control
over financia reporting (internal control) as a basis for designing our auditing procedures for the
purpose of expressing our opinion on the financia statements, but not for the purpose of
expressing an opinion on the effectiveness of the Council’ s internal control. Accordingly, we do
not express an opinion on the effectiveness of the Council’ sinternal control.

Our consideration of internal control was for the limited purpose described in the preceding
paragraph and was not designed to identify all deficienciesin internal control that might be
significant deficiencies or material weaknesses and, therefore, there can be no assurance that al
deficiencies, significant deficiencies or material weaknesses have been identified. However, as
discussed below, we identified certain deficienciesin internal control that we consider to be
significant deficiencies.

A deficiency exists when the design or operation of a control does not alow management or
employees, in the normal course of performing their assigned functions, to prevent or detect and
correct misstatements of the Council’ s financial statements on atimely basis. A deficiency in
design exists when a control necessary to meet a control objective is missing or an existing
control is not properly designed so that, even if the control operates as designed, a 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 weaknessis a deficiency, or a combination of deficiencies, ininternal control, such
that there is areasonable possibility that a material misstatement of the Council’ s financial
statements will not be prevented or detected and corrected on atimely basis.

A significant deficiency is a deficiency, or 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 observed the following matters that we consider to be significant deficiencies.

Significant Deficiencies

During the course of the audit, four existing trusts were identified as not being properly recorded
in the Council’ sfinancial statements. Under the terms of these trusts, the Council, as a named
beneficiary, has the irrevocable right to receive income earned on the trust assets in perpetuity,
but never receives the assets held in trust. 1n accordance with generally accepted accounting
principles, abeneficial interest in perpetual trust should be recorded on the Council’ s statement
of financial position. A prior period adjustment was required to properly record these trusts.



OTHER MATTERS

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 financia
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 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.

New Accounting Standards

Potential Changesto the Method of Accounting for Leases under U.S. Generally Accepted
Accounting Principles (GAAP)

In August 2010, the Financial Accounting Standards Board issued its Exposure Draft of a
proposed Accounting Standards Update, Leases (Topic 840), for public comment through
December 15, 2010. This exposure draft was issued simultaneously with a nearly identical
exposure document issued by the International Accounting Standards Board. Together, these
documents represent the next step in a process likely to lead to a new accounting standard that
substantially changes the existing standards on recognition and disclosure of leases by both
lessors and lessees. The two accounting boards took on a project to address |ease accounting for
many reasons with the expectation that the final product will lead to further convergence of
International Financial Reporting Standards (IFRS) and U.S. GAAP.

The boards tentatively agreed to adopt an approach to lessee accounting that would require the
lessee to recognize an asset representing its right to use the leased item and a liability for its
obligation to pay rentals. Under the proposed guidance, essentially all leases would result in
recording an asset and a liability. This treatment differs from current U.S. GAAP, which
separates leases into capital leases and operating leases. Among other things, the proposal also
requires that lessees estimate and record the lease transaction using the longest possible lease
term more likely than not to occur, which is frequently longer than the contractual minimum
lease term.

If adopted, this new treatment will require more monitoring and recordkeeping. You should
evaluate the potential impacts on your financial statements. Accounting for all leases as assets
and liabilities will impact several financia ratios, measurement of change in net assets and other
measurements. These changes may result in the need to revise debt covenants and other
impacted contractual provisions with lenders, vendors, employees, regulators, etc.

A final standard on this topic is currently expected to be issued in June 2011 with an effective
date to be determined. If the final standard retains the guidance in the exposure draft, it would
impact al existing leases at the effective date as well as all leases entered into on or after that
date.



Current Economic Conditions

The current economic situation continues to present difficult circumstances and challenges for
not-for-profit organizations. As a result, not-for-profit organizations are facing declines in the
fair values of investments and other assets and declines in contributions and grants. The values
of the assets and liabilities recorded in the financial statements could change rapidly, resulting in
material future adjustments to investment values and allowances for receivables that could
negatively impact the Council.

Now, more than ever, we recommend that management and the Board of Directors vigilantly
monitor and aggressively manage all of these matters, including:

e Challenge the quality and values of investments
e Review and monitor allowances for uncollectible accounts
e Evaluate financing needs and liquidity plans

This communication is intended solely for the information and use of management, the 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.

BED L

May 12, 2011
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BKD, LLP

Certified Public Accountants
312 Walnut Street, Suite 3000
Cincinnati, Ohio 45202

We are providing this letter in connection with your audits of our financial statements as of
and for the years ended December 31, 2010 and 2009. We confirm that we are responsible
for the fair presentation of the financial statements in conformity with accounting
principles generally accepted in the United States of America. We are also responsible for
adopting sound accounting policies, establishing and maintaining effective internal control
over financial reporting, operations and compliance, and preventing and detecting fraud.

Certain representations in this letter are described as being limited to matters that are
material. Ttems are considered material, regardless of size, if they involve an omission or
misstatement of accounting information that, in light of surrounding circumstances, makes
it probable that the judgment of a reasonable person relying on the information would be
changed or influenced by the omission or misstatement.

We confirm, to the best of our knowledge and belief, the following:

L. The financial statements referred to above are fairly presented in conformity
with accounting principles generally accepted in the United States of
America.

2 We have reviewed and approved a draft of the financial statements and

related notes referred to above, which you prepared in connection with your
audit of our financial statements. We acknowledge that we are responsible
for the fair presentation of the financial statements and related notes.

3. We have made available to you:
(a)  All financial records and related data.

(b)  All minutes of directors’ meetings held through the date of this letter.

(¢)  All significant contracts and grants.

Girl Scouting builds girls of courage, confidence, and character, who make the world a better place.

www.girlscoutsofwesternchio.org



We have informed you of all current risks of a material amount that are not adequately
prevented or detected by Council procedures with respect to:

(a) Misappropriation of assets.

(b) Misrepresented or misstated assets, liabilities or net assets.

We understand the potential penalties for failure to disclose reportable tax transactions to
the taxing authorities and have fully disclosed to BKD any and all known reportable tax

transactions.

We acknowledge our responsibility for the design and implementation of programs and
controls to prevent and detect fraud.

We have no knowledge of any known or suspected:

(a)  Fraudulent financial reporting or misappropriation of assets involving management
or employees who have significant roles in internal control.

(b)  Fraudulent financial reporting or misappropriation of assets involving others that
could have a material effect on the financial statements.

We have no knowledge of any allegations of fraud or suspected fraud affecting the
Council received in communications from employees, customers, regulators, suppliers or
others.

Except as reflected in the financial statements, there are no:

(@)  Plans or intentions that may materially affect carrying values or classifications of
assets and liabilities.

(b)  Material transactions omitted or improperly recorded in the financial records.

(c) Material gain/loss contingencies requiring accrual or disclosure, including those
arising from environmental remediation obligations.

(d) Events occurring subsequent to the balance sheet date requiring adjustment or
disclosure in the financial statements.

(e) Related party transactions, balances, arrangements or guarantees.
(f)  Agreements to purchase assets previously sold.

(g) Violations of law, regulations or requirements of regulatory agencies for which
losses should be accrued or matters disclosed in the financial statements.
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(h)  Unasserted claims or assessments that our attorneys have advised us are probable
of assertion.

(i)  Restrictions on cash balances or compensating balance agreements.

()  Guarantees, whether written or oral, under which the Council is contingently liable,
Adequate provisions and allowances have been accrued for any material losses from:

(a)  Uncollectible receivables, including pledges.

(b) Reducing obsolete or excess inventories to estimated net realizable value.

Except as disclosed in the financial statements, the Council has:

(a)  Satisfactory title to all recorded assets, and they are not subject to any liens,
pledges or other encumbrances.

(b)  Complied with all aspects of contractual and grant agreements, for which
noncompliance would materially affect the financial statements.

The financial statements disclose all significant estimates and material concentrations
known to us. Significant estimates are estimates at the balance sheet date which could
change materially within the next year. Concentrations refer to volumes of business,
revenues, available sources of supply, or markets for which events could occur which
would significantly disrupt normal finances within the next year.

The fair values of financial and nonfinancial assets and liabilities, if any, recognized in
the financial statements or disclosed in the notes thereto are reasonable estimates based
on the methods and assumptions used. The methods and significant assumptions used
result in measurements of fair value appropriate for financial statement recognition and
disclosure purposes and have been applied consistently from period to period (except for
the period of adoption of FAS 157), taking into account any changes in circumstances.
The significant assumptions appropriately reflect market participant assumptions.

We have no board-designated endowment funds at December 31, 2010 or 2009.
We have not been designated as a potentially responsible party (PRP or equivalent status)
by the Environmental Protection Agency (EPA) or other cognizant re gulatory agency

with authority to enforce environmental laws and regulations.

With respect to any nonattest services you have provided us during the year including
preparation of the financial statements;

(@) We have designated a qualified management-level individual to be responsible and
accountable for overseeing the nonattest services.

(b)  We have established and monitored the performance of the nonattest services to
ensure that they meet our objectives.



(¢) We have made any and all decisions involving management functions with respect
to the nonattest services and accept full responsibility for such decisions.

(d)  We have evaluated the adequacy of the services performed and any findings that
resulted.

17. We are an organization exempt from income tax under Section 501(c) of the Internal
Revenue Code and a similar provision of state law and, except as disclosed in the
financial statements, there are no activities that would jeopardize our tax-exempt status or
subject us to income tax on unrelated business income or excise tax on prohibited
transactions and events.

18. We have identified to you any activities conducted having both fund raising and program
or management and general components (joint activities) and have allocated the costs of
any joint activities in accordance with the provisions of FASB ASC 958-720-45.

19. We acknowledge the current protracted economic decline continues to present difficult
circumstances and challenges for not-for-profit organizations. Not-for-profit
organizations are facing declines in the fair values of investments and other assets,
declines in contributions and constraints on liquidity. We understand the values of the
assets and liabilities recorded in the financial statements could change rapidly, resulting
in material future adjustments to asset values, allowances for contributions receivable,
etc. that could negatively impact the Council’s ability to maintain sufficient liquidity.

We acknowledge that you have no responsibility for future changes caused by the current
economic environment and the resulting impact on the Council’s financial statements.
Further, management and the Board are solely responsible for all aspects of managing the
Council, including questioning the quality and valuation of investments and other assets,
reviewing allowances for uncollectible amounts and evaluating capital needs and
liquidity plans.

(Faud Bowse 0

Barbara J. Bonifas, Chief Executive Officer






