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INDEPENDENT AUDITOR’S REPORT ON COMMENTS AND SUGGESTIONS

To the Board of Directors and Management
of The Bath Community Hospital Foundation
Hot Springs, VA

In planning and performing our audit of the financial statements of The Bath Community Hospital
Foundation (the “Foundation”) as of and for the years ended December 31, 2021 and 
December 31, 2020, in accordance with auditing standards generally accepted in the United States of 
America, we considered the Foundation’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 the Foundation’s internal control. Accordingly, we do not express an opinion on the 
effectiveness of the Foundation’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 a deficiency in internal control that we 
consider to be a material weaknesses and other deficiencies we consider to be significant deficiencies.

A deficiency in internal control exists when the design or operation of a control does not allow 
management 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 identified one deficiency in the Foundation’s internal control that we consider to be a material 
weakness, which is described in the attached report.

A significant deficiency is a deficiency, or a 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 identified two deficiencies in internal control that we consider to be significant 
deficiencies, which are described in the attached report

The Foundation’s written response to the material weaknesses and other deficiencies identified in our 
audit has not been subjected to the audit procedures applied in the audit of the financial statements and, 
accordingly, we express no opinion on them.
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This communication is intended solely for the information and use of the Board of Directors, 
management, and others within the organization, and is not intended to be and should not be used by 
anyone other than these specified parties.

CERTIFIED PUBLIC ACCOUNTANTS

March 29, 2022
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COMMENTS ON INTERNAL CONTROL AND SUGGESTIONS

Control Environment and Segregation of Duties (Significant Deficiency)

The Foundation has limited staff involved with financial transactions, which indicates risk related to 
segregation of duties. Internal controls may not function as designed if the mitigating processes in the 
control environment are not performed. For example, during the course of the audit, we noted reviews 
of financial records were not consistently performed in a timely manner. We recommend staff 
responsible for aspects of controls perform their responsibilities timely to ensure controls function 
appropriately.

Management’s response: Reviews of financial records will be performed timely.

Review of Reconciliations (Significant Deficiency)

Certain bank and investment reconciliations obtained during the audit did not display evidence of timely 
review during 2021. We recommend all reconciliations be reviewed monthly to ensure activity is 
properly recorded in the financial records. The review should be documented indicating the name of the 
reviewer and date of review.

Management’s response: Bank and investment reconciliations will be performed timely.

Reconciliation of Donor and Financial Software

We noted the donor tracking software and financial records are not regularly reconciled. We 
recommend management consider reconciling the systems on a regular basis to ensure contributions are 
accurately captured in both systems. The reconciliation should include documentation of the review 
process indicating the preparer, date of preparation, the reviewer and date of review.

Management’s response: The donor tracking software and financial records will be regularly 
reconciled.
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PRIOR YEAR COMMENTS ON INTERNAL CONTROL AND SUGGESTIONS

Review of Journal Entries (Material Weakness)

We noted that manual journal entries were not consistently reviewed. We recommend a review process 
be implemented for all journal entries indicating the preparer, date of preparation, reviewer and date of 
review. This control could imitate the process already utilized by the Hospital.

Current year status: Comment is still applicable.

Management’s response: Management is in agreement that ideally journal entries are reviewed prior to 
posting.  However, given the minimal resources in Finance, Management will need to prioritize the 
manual journal entries and implement a review process that has the best chance of consistency while 
meeting the spirit of accountability outlined in the recommendation.   In addition, some of the current 
processes were put in place to maximize efficiency of staff and revamping those processes may not be in 
the Department’s best interest overall.   For example, the Foundation bank account is linked to 
QuickBooks, where the Foundation’s books are kept.  This means staff have the ability to post certain 
transactions, related to the bank account, directly and automatically without a second review.  

Timeliness of Bank Reconciliations (Material Weakness)

We noted that bank reconciliations were not prepared timely during 2020. We recommend
reconciliations be prepared monthly for all bank accounts to ensure activity is properly recorded in the 
financial records. Monthly reconciliations should also have a documented review process indicating the 
preparer, date of preparation, the reviewer and date of review.

Current year status: Bank reconciliations were prepared monthly in 2021. Comment regarding 
preparation is no longer applicable. However, review did not occur timely. See current year comment 
“Review of Reconciliations”.

Management’s response: See response to current year comment.

Formal Preparation of Investment Reconciliations (Material Weakness)

Investment accounts were not formally reconciled during 2020. This lack of reconciliations resulted in 
misstatements occurring and remaining undetected. We recommend formal reconciliations be prepared 
monthly for each investment account to ensure that activity is being properly reported in the financial 
records. Monthly reconciliations should have a documented review process that indicates the preparer, 
date of preparation, reviewer and date of review.

Current year status: Investment reconciliations were prepared monthly in 2021. Comment regarding 
preparation is no longer applicable. However, review did not occur timely. See current year comment 
“Review of Reconciliations”.

Management’s response: See response to current year comment.
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PRIOR YEAR COMMENTS ON INTERNAL CONTROL AND SUGGESTIONS
(Continued)

Control Environment (Material Weakness)

During the audit, we noted that the Foundation did not have clear responsibilities for staff members 
within the finance department. Internal controls do not appear to be functioning due to staff not being 
aware of the control structure and thus not taking appropriate actions to complete items in the control 
process. For example, during the course of the audit, we noted that several pledge payments were 
recorded as current year contributions and that an entry to record interest income was recorded in the 
contributions account instead of the interest income account. These errors would likely have been 
corrected prior to the audit if the reconciliation between the donor software and general ledger entries 
had been performed. We recommend that staff are provided with a clear understanding of 
responsibilities in control areas of preparation, reconciliation, review and documentation to ensure that 
controls are functioning appropriately.

Current year status: Comment has been updated for 2021 due to resolution of some of the items noted 
in the prior year, see current year comment “Control Environment and Segregation of Duties”.

Management’s response: See response to current year comment.


