
 
 
 
 
 
         January 12, 2022 
 
 
 
To the Board of Trustees 
American Floral Endowment 
 
 
In planning and performing our audit of the financial statements of American Floral Endowment ("AFE") 
as of and for the year ended June 30, 2021, in accordance with U.S. generally accepted auditing 
standards, we considered AFE’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 AFE’s internal control.  Accordingly, we do not express an opinion on the effectiveness of AFE’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 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 a 
combination of deficiencies in internal control, such that there is a reasonable possibility that a material 
misstatement of AFE’s financial statements will not be prevented, or detected and corrected, on a timely 
basis.  We consider the following deficiencies in AFE’s internal control to be material weaknesses: 
 

We noted that the appreciation of donor restricted endowments was being recorded as net assets 
without donor restrictions and that only the original contribution was being included in net assets with 
donor restrictions.  Accounting standards require that both the original contribution and the 
appreciation should be recorded as net assets with donor restriction.  Only the amount appropriated 
by AFE’s endowment spending policy should be released from net assets with donor restrictions. 

 
Management's Response:  Management was not made aware by previous auditors of any updated 
accounting standards which required these adjustments. 

 
AFE’s has one commingled investment account which contains 58 different donor restricted 
endowments and one board-designated endowment.  AFE relies on the custodian of the investment 
account to perform the participant accounting for all the different endowment funds.  During the audit 
we noted that a $50,000 wire transfer contribution to a specific fund had not been credited to that 
fund, rather the contribution was allocated to all the funds.  We recommend that deposits to the funds 
are reconciled to the participant accounting records on a regular basis. 

 
Management's Response:  Northern Trust was advised in writing by staff to transfer these funds to 
the appropriate fund, but unfortunately it was not done.  They have accepted responsibility for this.  At 
the same time, this should have been caught when reconciling monthly statements and it was not.  A 
new written procedure plan has been created and shared with AH to ensure all wire transfers and 
other transfers are checked each month when statements come in. 
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During the audit we noted that some donor restricted contributions for specific funds had not been 
deposited into the commingled investment account as is the practice of AFE.  We recommend that all 
donor restricted contributions get transferred in a timely fashion into the investment account. 

 
Management's Response:  The noted contributions were those of credit card donations that came in 
to the separate AFE Business account.  The process of transferring funds broke down with the 
changing of accounting firms, and confusion on who handled this.  Staff has reviewed all credit card 
processes since that time and confirmed all transfers have been made.  Detailed procedures have 
been added to the new procedure plan to ensure this step isn’t missed in the future. 

 
This letter does not affect our report dated January 12, 2022 on the financial statements of AFE. 
 
We will review the status of these comments during our next audit engagement.  We have already 
discussed these comments and suggestions with various AFE 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 Trustees, 
and others within AFE, and is not intended to be, and should not be, used by anyone other than those 
specified parties. 
 

      
 
Philadelphia, Pennsylvania 
January 12, 2022 
 


