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October 22, 2019

To the Board of Directors of
Staunton-Augusta-Waynesboro Habitat for Humanity, Inc.

We have audited the financial statements of Staunton-Augusta-Waynesboro Habitat for Humanity, Inc.
(SAW Habitat), a nonprofit organization, for the year ended June 30, 2019 and have issued our report 
thereon dated October 22, 2019.  Professional standards require that we provide you with information about 
our responsibilities under generally accepted auditing standards (and, if applicable, 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 July 10, 2018.  
Professional standards also require that we communicate to you the following information related to our 
audit.

Significant Audit Findings

Qualitative Aspects of Accounting Practices

Management is responsible for the selection and use of appropriate accounting policies.  The significant 
accounting policies used by SAW Habitat are described in Note 1 to the financial statements.  As described 
in Note 10, the Organization changed accounting policies related to financial statement presentation and 
disclosure by adopting FASB Accounting Standards Update ASU 2016-14, Presentation of Financial 
Statements for Not-for-Profit Entities, in fiscal year 2019.  We noted no transactions entered into by SAW 
Habitat 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.

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 estimate affecting the financial statements was management’s 
estimate of useful lives for property and equipment.  Management’s estimate is based on historical rates.  
We evaluated the key factors and assumptions used to develop the useful lives for property and equipment 
in determining that it is reasonable in relation to the financial statements taken as a whole.

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 misstatements identified during the audit, other than 
those that are trivial, and communicate them to the appropriate level of management.  Management has 
corrected all such misstatements. Additionally, the following describes material misstatements detected as 
a result of our audit:

We proposed four material adjustments as a result of our audit. The first adjustment was necessary to 
record in-kind rent for office space, the ReStore, and the parking lot. A second adjustment was 
necessary to record amortization of mortgages receivable. The third adjustment was necessary to 
adjust the liability for amounts due to DHCD as of year-end. The fourth and final material adjustment 
was necessary to correct the recording for the two properties closed on in fiscal year 2019.



Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as 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 October 22, 2019.

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 SAW Habitat’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 contract period prior to the retention as SAW Habitat’s auditors.  
However, these discussions occurred in the normal course of our professional relationship and our 
responses were not a condition to our retention.

This information is intended solely for the use of the Board of Directors charged with governance and, if 
appropriate, management of SAW Habitat and is not intended to be, and should not be, used by anyone 
other than the specified parties.

Very truly yours, 

Didawick & Company, P.C.



LETTER COMMUNICATING
INTERNAL CONTROL DEFICIENCIES



To the Board of Directors of
Staunton-Augusta-Waynesboro Habitat for Humanity, Inc.

In planning and performing our audit of the financial statements of Staunton-Augusta-Waynesboro Habitat 
for Humanity, Inc. (SAW Habitat) as of and for the year ended June 30, 2019, in accordance with auditing 
standards generally accepted in the United States of America, we considered SAW Habitat’s internal control 
over financial reporting (internal control) as a basis for designing audit 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 SAW Habitat’s internal control. Accordingly, we 
do not express an opinion on the effectiveness of SAW Habitat’s internal control.

Our consideration of internal control was for the limited purpose described in the preceding paragraph and 
was not designed to identify all deficiencies in internal control that might be material weaknesses or 
significant deficiencies and, therefore, material weaknesses or significant deficiencies may exist that were 
not identified.  However, as discussed below, we identified certain deficiencies in internal control that we 
consider to be material weaknesses and other deficiencies that we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow management, 
volunteers, or employees, in the normal course of performing their assigned functions, to prevent, or detect 
and correct, misstatements on a timely basis.  A material weakness is a deficiency, or combination of 
deficiencies in internal control, such that there is a reasonable possibility that a material misstatement of 
the entity’s financial statements will not be prevented, or detected and corrected, on a timely basis.  We 
consider the following deficiencies in SAW Habitat’s internal control to be material weaknesses:

Internal Control Over Preparation of Financial Statements

SAW Habitat’s financial reporting procedures do not currently include a process sufficient to 
produce basic financial statements and notes to the financial statements in accordance with
accounting principles generally accepted in the United States that are free from material 
misstatement. While SAW Habitat’s auditors prepare these financial statements and notes to the 
financial statements, it remains SAW Habitat’s responsibility to maintain a system of internal control 
that would prevent, or detect and correct misstatements in the financial statements in a timely 
manner. 

Although it is common practice for organizations of this size to ask their auditors to prepare the 
financial statements, it is considered to indicate a material weakness in the system of internal 
control for organizations unable to produce financial information free from material misstatement.  
We are available to continue preparing the financial statements and notes to the financial 
statements for your approval from the information you provide if you so desire.  

In addition, the following suggestions are to be considered for changes to operating procedures and 
are for informational purposes:

Bank Reconciliations

During our testing, we noted that items previously written off due to length of time outstanding were 
added back to the cash account. Due to this, the cash account was understated by approximately 
$5,500. We recommend that outstanding items be closely evaluated on each monthly bank 
reconciliation to ensure accurate cash account balances are maintained. Suspicious or lengthy 
outstanding items should be immediately investigated and voided if necessary.



Payroll Compliance

During our payroll testing, we noted that one Form I-9 did not have the employer section completed.
Additionally, two Forms I-9 had employer sections that were completed in an untimely manner.   
The employer section for Form I-9 is required to be completed by management within three days 
of the employee start date. We recommend that these forms be reviewed and completed to the 
requirements of the Department of Homeland Security.

Our payroll testing also revealed that one employee had been paid $1 per hour less than his 
contractual rate since his start date with the organization.  We recommend management verify that 
all documentation in personnel files agrees with the payroll system.  

Maintenance of Endowment Funds

During our testing of cash and investments, it was noted that the required endowment fund balance 
is maintained in multiple bank accounts. In order to enhance tracking and maintenance of these 
funds, we recommend that they be kept separate from all other cash and investment accounts. The  
account containing the endowment funds should maintain a minimum balance of $5,350, the 
principal required to be maintained in perpetuity. Any distributions above the $5,350 should be 
made with appropriate Board approval.

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

We sincerely appreciate the opportunity to be of service to Staunton-Augusta-Waynesboro Habitat for 
Humanity, Inc.  We welcome the opportunity to discuss further any or all of these recommendations.

Didawick & Company, P.C.

October 22, 2019
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