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March 26, 2020

Board of Directors
The West Virginia Humanities Council, Inc.
Charleston, West Virginia
We are pleased to present this report related to our audit of the financial statements of The West
Virginia Humanities Council, Inc. (the Council) for the year ended October 31, 2019. This report
summarizes certain matters required by professional standards to be communicated to you in your
oversight responsibility for the Council’s financial reporting process.
This report is intended solely for the information and use of the Board of Directors 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 regarding this report. We appreciate the
opportunity to continue to be of service to the Council.

Suttle & Stalnaker, PLLC
Charleston, West Virginia
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Required Communications
Professional standards require the auditor to communicate certain matters to keep those charged with
governance adequately informed about matters related to the financial statement audit that are, in our
professional judgment, significant and relevant to the responsibilities of those charged with governance
in overseeing the financial reporting process. The following summarizes these communications.
Area

Comments

Auditor’s Responsibility Under
Professional Standards

We have audited the financial statements of The West Virginia
Humanities Council, Inc. (the Council) for the year ended
October 31, 2019 and have issued our report thereon dated
March 26, 2020. Professional standards require that we
provide you with information about our responsibilities under
generally accepted auditing standards, Government Auditing
Standards, and the Uniform Guidance, as well as certain
information related to the planned scope and timing of our
audit. We have communicated such information in our letter
to you dated January 22, 2020.

Qualitative Aspects of Accounting
Practices

Adoption of, or Change in, Accounting Policies
Management is responsible for the selection and use of
appropriate accounting policies. The significant accounting
policies used by the Council are described in Note 1 to the
financial statements. As described in Note 2, the Council
adopted Financial Accounting Standards Board (FASB),
Accounting Standards Update No. 2016‐14, Not‐for‐Profit
Entities (Topic 958): Presentation of Financial Statements of
Not‐for‐Profit Entities, during fiscal year 2019, which improves
net asset classification requirements and information
presented in the financial statements and notes about the
Council’s liquidity, financial performance, and cash flows.
Accordingly, the accounting change has been retrospectively
applied to prior periods presented. The application of other
existing policies was not changed during the year ended
October 31, 2019. We noted no transactions entered into by
the Council during the year for which there is a lack of
authoritative guidance or consensus. All significant
transactions have been recognized in the financial statements
in the proper period.
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Area

Comments
Management’s Judgments and Accounting Estimates
Accounting estimates are an integral part of the financial
statements prepared by management and are based on
management’s knowledge and experience about past and
current events and assumptions about future events. Certain
accounting estimates are particularly sensitive because of their
significance to the financial statements and because of the
possibility that future events affecting them may differ
significantly from those expected. The most sensitive
estimates affecting the financial statements are summarized in
the attached Summary of Accounting Estimates.
Financial Statement Disclosures
The financial statement disclosures are neutral, consistent,
and clear.

Difficulties Encountered in
Performing the Audit

We encountered no significant difficulties in dealing with
management in performing and completing our audit.

Corrected and Uncorrected
Misstatements

Professional standards require us to accumulate all known and
likely misstatements identified during the audit, other than
those that are trivial, and communicate them to the
appropriate level of management. See the attached Summary
of Recorded Audit Adjustments and Summary of Uncorrected
Misstatements.

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.

Management Representations

We have requested certain representations from management
that are included in the management representation letter
dated March 26, 2020.
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Area

Comments

Management Consultations with
Other Independent 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 Council’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 Audit Findings or Issues

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 Council’s
auditors. However, these discussions occurred in the normal
course of our professional relationship and our responses were
not a condition of our retention.

Certain Written Communications
Between Management and our
firm

Copies of certain written communications between our firm
and management of the Council are attached as Exhibits.

Supplemental Information
Accompanying the Financial
Statements

With respect to the supplemental information accompanying
the financial statements, we made certain inquiries of
management and evaluated the form, content, and methods of
preparing the information to determine that the information
complies with accounting principles generally accepted in the
United States of America, the method of preparing it has not
changed from the prior period, and the information is
appropriate and complete in relation to our audit of the
financial statements. We compared and reconciled the
additional information to the underlying accounting records
used to prepare the financial statements or to the financial
statements themselves.

The West Virginia Humanities Council, Inc.
Summary of Accounting Estimates
Year Ended October 31, 2019
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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 its 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 compute and record these accounting estimates.
The following describes the significant accounting estimates reflected in the Council’s October 31, 2019
financial statements:
Area

Accounting Policy

Estimation Process

Comments

Fixed Assets /
Depreciation Expense

Depreciation

Straight‐line
depreciation based on
estimated useful life
ranging from five to
forty years

S&S is in agreement with
the process used by
management.

Investments

Fair value method

Investments with
readily determinable
fair values are
reported at fair value
determined by
published market
prices

S&S is in agreement with
the process used by
management.

Receivables

Valuation of
receivables

Based on an evaluation
of specific amounts
receivable, considering
the age of receivable,
ability of donor to pay,
and history with donor

S&S is in agreement with
the process used by
management.

Functional Expenses

Allocations

Based on time records
and other allocation
methods as deemed
appropriate

S&S is in agreement with
the process used by
management.
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The West Virginia Humanities Council, Inc.
Summary of Recorded Audit Adjustments
Year Ended October 31, 2019

During the course of an audit, we accumulate adjustments that are determined by management to be
material to the financial statements and to the related financial statement disclosures, or management
otherwise determines are appropriate to make. Following is a summary of the adjustments made to the
original trial balance we received.
Account

Description

Debit

There were no audit adjustments identified during the course of our audit.

Credit

The West Virginia Humanities Council, Inc.
Summary of Uncorrected Misstatements
Year Ended October 31, 2019
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During the course of an audit, we accumulate uncorrected misstatements that are determined by
management to be immaterial, both individually and in the aggregate, to the financial statements and to
the related financial statement disclosures. Following is a summary of those differences.
Account

Description

Debit

There were no uncorrected misstatements identified during the course of our audit.

Credit
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Certain Written Communications Between Management and Our Firm
Management Comment Letter
Engagement Letter
Management Representation Letter

MANAGEMENT COMMENT LETTER

March 26, 2020

Management and the Board of Directors
The West Virginia Humanities Council, Inc.
Charleston, West Virginia
In planning and performing our audit of the financial statements of The West Virginia Humanities
Council, Inc., (the Council) as of and for the year ended October 31, 2019, in accordance with auditing
standards generally accepted in the United States of America, we considered the Council’s internal
control over financial reporting (internal control) as a basis for designing auditing 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 Council’s internal control.
Accordingly, we do not express an opinion on the effectiveness of the Council’s internal control.
However, during our audit we became aware of matters that are opportunities for strengthening
internal controls and operating efficiency, as well as changes in accounting principles that may affect
future financial statements. The following section summarizes our comments and suggestions regarding
these matters.
Leases
The Financial Accounting Standards Board (FASB) issued Accounting Standards Update (ASU)
2016‐02, Leases, in February 2016. ASU 2016‐02 applies a right‐of‐use model requiring a lessee
to record, for all leases exceeding 12 months, an asset representing a “right‐of‐use” asset and a
corresponding liability representing its obligation to make lease payments in the future.
Lessees must classify all leases exceeding 12 months as either a finance lease or an operating
lease based on five criteria defined in ASU 2016‐02. Finance leases will recognize interest
expense separately from amortization of the right‐of‐use asset, while operating leases will
recognize a single lease cost, calculated so that the cost of the lease is allocated over the lease
term on a generally straight‐line basis.
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Lessors are required to classify leases as either sales‐type, direct financing, or operating, similar
to existing accounting principles generally accepted in the United States of America.
Classification depends on the same five criteria used by lessees, plus certain additional factors.
ASU 2016‐02 also provides for certain qualitative and quantitative disclosures to enable users of
financial statements to assess the amount, timing, and uncertainty of cash flows arising from
leases.
ASU 2016‐02 is effective for all non‐public entities for fiscal years beginning after December 15,
2020. Early adoption is permitted.
Revenue Recognition
The FASB issued ASU No. 2014‐09, Revenue from Contracts with Customers, which FASB
describes as a framework for revenue recognition. This new Standard supersedes or amends
several of the current general revenue recognition requirements as well as guidance applicable
to specific industries.
The standard applies to any entity that either enters into contracts with customers to transfer
goods or services or enters into contracts for the transfer of nonfinancial assets unless those
contracts are within the scope of other standards (for example, insurance or lease contracts).
Non‐public entities must apply the guidance in ASU No. 2014‐09 to annual reporting periods
beginning after December 15, 2018.
Revenue from Exchange Transactions
The core principle of the revised revenue recognition standard is that an entity should recognize
revenue to depict the transfer of goods or services to customers in an amount that reflects the
consideration to which the entity expects to be entitled in exchange for those good or services.
To apply the proposed revenue recognition standard, ASU No. 2014‐09 states that an entity
should follow these five steps:
1. Identify the contract(s) with a customer.
2. Identify the performance obligations in the contract.
3. Determine the transaction price.
4. Allocate the transaction price to the performance obligations in the contract.
5. Recognize revenue when (or as) the entity satisfies a performance obligation.
Under the new standard, revenue is recognized when a company satisfies a performance
obligation by transferring a promised good or service to a customer (which is when the
customer obtains control of that good or service).
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Contribution/Grant Revenue
The FASB issued ASU No. 2018‐08, Not‐for‐Profit Entities, to clarify and improve the scope and
the accounting guidance for contributions received and contributions made. The amendments in
this Update should assist entities in (1) evaluating whether transactions should be accounted for
as contributions (nonreciprocal transactions) within the scope of Topic 958, Not‐for‐Profit
Entities, or as exchange (reciprocal) transactions subject to other guidance and (2) determining
whether a contribution is conditional.
Many stakeholders noted difficulty in characterizing grants and similar contracts with resource
providers as either exchange transactions or contributions and in determining whether a
contribution is conditional when applying the guidance in Subtopic 958‐605, Not‐for‐Profit
Entities‐Revenue Recognition. These challenges, which result in diversity in practice when
applying current generally accepted accounting principles (GAAP), have been longstanding;
however, the amendments in ASU No. 2014‐09, Revenue from Contracts with Customers (Topic
606), place an increased focus on the issues because those amendments add new disclosure
requirements and eliminate certain limited exchange transaction guidance that was previously
contained in Subtopic 958‐605.
Distinguishing between contributions and exchange transactions determines which guidance is
applied. For contributions, an entity should follow the guidance in Subtopic 958‐605, whereas
for exchange transactions, an entity should follow other guidance (for example, Topic 606,
Revenue from Contracts with Customers). Thus, the accounting may be different depending on
the guidance applied. Diversity in practice occurs for grants and other similar contracts from
various types of resource providers, but it is most prevalent for government grants and
contracts.
In addition, once a transaction is deemed to be a contribution, stakeholders noted that it can be
difficult in practice to determine when a contribution is conditional, particularly when an entity
receives assets accompanied by certain stipulations but with no specified return requirement for
when the stipulations are not met. Diversity also exists in assessments of whether the likelihood
of failing to meet a condition is remote and in evaluating whether and how remote provisions
affect the timing of when a contribution is recognized. Differences in these conclusions can
affect the timing of revenue recognized. The guidance in Subtopic 958‐605 indicates that if the
possibility that a condition will not be met is remote, a conditional promise to give is considered
unconditional, and contribution revenue is recognized immediately.
The contribution guidance in Subtopic 958‐605 requires an entity to determine whether a
transaction is conditional, which affects the timing of the revenue recognized. Contributions are
recognized immediately and classified as either net assets with donor restrictions or net assets
without donor restrictions. Conditional contributions received are accounted for as a liability or
are unrecognized initially, that is, until the barriers to entitlement are overcome, at which point
the transaction is recognized as unconditional and classified as either net assets with restrictions
or net assets without restrictions.
Non‐public entities should apply the amendments for transactions in which the entity serves as
the resource recipient to annual periods beginning after December 15, 2018.
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Cost‐Sharing Outright Funds and Subrecipient Monitoring
As allowed under the terms and conditions of its grant awards, the Council regrants funds to
subrecipients, or regrantees. The Council monitors the activities and regrant budgets of these
regrantee projects in accordance with the requirements of federal grant awards; however, the
Council did not consistently request receipts to verify that regrantee expenditures were in
conformity with the terms and conditions of the Council’s federal grant awards.
We recommend that the Council review policies and procedures in place to ensure that
regrantees are regularly providing receipts in order to verify expenditures. The Council should
ensure that policies are established to require that the applicable documentation is maintained
to document that the Council has performed these actions.

******

We will review the status of these comments during our next audit engagement. We have already
discussed many of these comments and suggestions with various Council personnel, and we will be
pleased to discuss them in further detail at your convenience, to perform any additional study of these
matters, or to assist you in implementing the recommendations.
This communication is intended solely for the information and use of management, the Board of
Directors, and others within the Council, and is not intended to be, and should not be, used by anyone
other than those specified parties.

Charleston, West Virginia
March 26, 2020

ENGAGEMENT LETTER

MANAGEMENT REPRESENTATION LETTER

