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Communication with Those Charged with Governance 

May 8, 2018 

Board of Directors 
The United Methodist Foundation of the Virginia Conference, Inc. and Subsidiaries 

We have audited the consolidated financial statements of The United Methodist Foundation of the Virginia 
Conference, Inc. and Subsidiaries (the “Foundation”) for the year ended December 31, 2017, and have 
issued our report thereon dated May 8, 2018.  Professional standards require that we provide you with 
information about our responsibilities in accordance with auditing standards generally accepted in the 
United States of America, as well as certain information related to the planned scope and timing of our 
audit.  We have communicated such information in conversations with you on February 21, 2018.  
Professional standards also require that we communicate to you the following information related to our 
audit. 

Qualitative Aspects of Accounting Practices 
Management is responsible for the selection and use of appropriate accounting policies.  The significant 
accounting policies used by the Foundation are described in Note 2 to the consolidated financial 
statements.  No matters have come to our attention that would require us, under professional standards, to 
inform you about (1) the methods used to account for significant unusual transactions and (2) the effect of 
significant accounting policies in controversial or emerging areas for which there is a lack of authoritative 
guidance or consensus. 

Accounting estimates are an integral part of the consolidated 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 consolidated financial statements and because of the possibility that future events 
affecting them may differ significantly from those expected.  The most sensitive estimates affecting the 
consolidated financial statements relate to the valuation of alternative investments. 

Management’s estimate of the valuation of alternative investments is based on estimates made by the 
investment managers, taking into account such factors as the financial condition of each investee, economic 
and market conditions affecting their operations, any changes in management, the length of time since the 
initial investment, recent arm’s-length transactions involving the securities of the investee, the value of 
similar securities issued by companies in the same or similar businesses, and limited marketability of the 
portfolio.  Valuations provided by the general partners and investment managers are evaluated by 
management through accounting and financial reporting processes to review and monitor existence and 
valuation assertions. 

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.   
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Corrected and Uncorrected Misstatements 
Professional standards require us to accumulate all misstatements identified during the audit, other than 
those that are trivial, and communicate them to the appropriate level of management.  We are pleased to 
report that no such corrected misstatements were identified during the course of our audit.  Appendix B 
summarizes uncorrected misstatements. 

Disagreements with Management 
For purposes of this letter, professional standards define a disagreement with management as a financial 
accounting, reporting, or auditing matter, whether or not resolved to our satisfaction, that could be significant 
to the consolidated financial statements or the auditors’ 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 included in Appendix A. 

Management Consultations 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 Foundation’s consolidated financial statements or a determination of the 
type of auditors’ 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 Significant Matters, 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 Company’s auditors.  However, these 
discussions occurred in the normal course of our professional relationship and our responses were not a 
condition to our retention. 

Documentation and Approval of Expense Reimbursements and Credit Card Transactions 

During our audit, we noted that the Foundation does not have an established process to clearly document 
and approve employee expense reimbursements or Foundation credit card transactions.  As a result, we 
noted several transactions which were not supported with substantial documentation. We recommend that 
all employee reimbursements and credit card transactions, such as meals and other such charges, be 
clearly documented with supporting documentation and a clear explanation of the business purpose.  

Additionally, we identified several transactions which were not approved by an individual other than the 
employee who was reimbursed. We also recommend that an individual, other than the employee submitting 
for reimbursement, review and approve all reimbursements to Foundation personnel. 

During our audit we also noted that one of the Foundation’s vehicles is used for personal transportation of 
a Foundation employee. We recommend that a mileage log be kept to ensure that all personal use of the 
Foundation vehicle is documented appropriately. 

  



 

Report to the Board of Directors of 
The United Methodist Foundation of the Virginia Conference, Inc. and Subsidiaries 4 

New Accounting Developments 
Accounting Standards Update (ASU) No. 2016-14, Not-for-Profit Entities (Topic 958):  Presentation of 
Financial Statements of Not-for-Profit Entities 

The Financial Accounting Standards Board (FASB) issued ASU No. 2016-14 on August 18, 2016 
that will change net asset classifications and improve information in not-for-profit Foundations’ 
financial statements to convey how they spend their money and manage their resources. The 
changes will help donors and stakeholders better understand a Foundation's access to its assets, 
its liquidity, and cash flows.  
 
The major changes this ASU has on not-for-profit financial reporting are: 

 Net Asset Classification 
o Requires net assets to be classified into two categories – net assets with donor 

restrictions and net assets without donor restrictions 
 Replaces existing categories of unrestricted, temporarily restricted and 

permanently restricted 
o Requires the portion of underwater donor-restricted endowment funds to be included 

in net assets with donor restrictions (currently shown in unrestricted)  
 Information About Liquidity and Availability of Resources 

o Qualitative information about how the not-for-profit manages its liquid resources to 
meet cash needs for the next year 

o Quantitative information about the availability of the not-for-profit’s assets to meet the 
cash needs for the next year 

 Information About Expenses and Investment Return 
o Requires all not-for-profits to show expenses by natural and functional classification 

 May be done on the face of the statements, in a separate schedule or in the notes 
to the financial statements 

o Investment return must be shown net of all external and direct internal expenses and 
eliminates need to show the details of the net investment return 

 Presentation of Cash Flows 
o May be presented using either the direct or indirect method of reporting 
o If using the direct method, no longer required to provide a reconciliation to the indirect 

method 

The update goes into effect for annual financial statements issued for fiscal years beginning after           
December 15, 2017. Early application is permitted. 

This information is intended solely for the use of the Board of Directors and management of the Foundation, 
and is not intended to be, and should not be, used by anyone other than these specified parties. 

Sincerely, 

 
 
Richmond, Virginia 
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