
William A. Russ, CPA, CFE

October 20, 2007

The Board of Directors

The American Institute For Contemporary German Studies
At The Johns Hopkins University

1755 Massachusetts Ave, #700
Washington, DC 20036-2217

Ladies and Gentlemen,

- -
The purpose of this letter is to provide you with information about significant matters
related to our audit of the financial statements of The American Institute For

Contemporary German Studies at the Johns Hopkins University (AICGS) for the year
ended June 30, 2007, in order to assist you with your oversight responsibilities of the
financial reporting process, and so that we may comply with our professional
responsibilities to the Board of Directors. This letter is intended solely for the use of the
Board of Directors and management of AICGS and is not intended to be and should not
be used by anyone other than these specified parties.

We have provided under separate cover a letter, dated October 20, 2007, concerning the
internal control conditions that we noted during our audit of the Organization's financial
statements for the year ended June 30, 2007.

Auditor's Responsibility Under U.S. Generally Accepted Auditing Standards. Our audit
of the financial statements of AICGS for the year ended June 30, 2007, was conducted in
accordance with auditing standards generally accepted in the United States of America.
Those standards require that we plan and perform the audit to obtain reasonable, but not
absolute, assurance about whether the financial statements are free of material
misstatement. Reasonable assurance in an audit is obtained by examining evidence
supporting the amounts and disclosures in the financial statements on a test basis. An
audit does not include verification of all tr2.!1sactions and account balances, nor does it

represent a certification ofthe absolute accuracy ofthe financial statements.

In testing whether the financial statements are free of material misstatement, we focus
more of our attention on items with a higher potential of material misstatement, and less
on items that have a remote chance of material misstatement. For this purpose,
accounting literature has defined materiality as "the magnitude of an omission or
misstatement of accounting information that, in the light of surrounding circumstances,
makes it probable that the judgment of a reasonable person relying on the information
would have been changed or influenced by the omission or misstatement."

An audit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentation.
Although we may make suggestions as to the form and content of the financial statements,
or even prepare them in whole or in part, the financial statements remain the
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representations of management. In an audit, our responsibility with respect to the
financial statements is limited to forming an opinion as to whether the financial
statements are a fair presentation of the Organization's financial position, results of
operations, and cash flows.

Significant Accounting Policies. Management is responsible for the selection and use of
appropriate accounting policies. In accordance with the terms of our engagement letter,
we will advise managell!el~t_a2out the _~Rpropriateness...Qfaccounting policies and their 
application. The significant accounting policies used by AICOS are described in Note 1
to the financial statements. No new accounting policies were adopted and the application
of existing policies was not changed during 2007 . We noted no transactions entered into
by the Organization during the year that were both significant and unusual, and of which,
under professional standards, we are required to inform you, or transactions for which
there is a lack of authoritative guidance or consensus.

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. We noted no significant estimates affecting the
financial statements.

Audit Adjustments. For the purpose of this letter, professional standards define an audit
adjustment as a proposed correction of the financial statements that, in our judgment,
may not have been detected except through our auditing procedures. An audit adjustment
mayor may not indicate matters that could have a significant effect on the Organization's
financial reporting process (that is, cause future financial statements to be materially
misstated). In our judgment, none of the adjustments we proposed, whether recorded or
unrecorded by the Organization, either individually or in the aggregate, indicate matters
that could have a significant effect on the Organization's financial reporting process.

Disagreements with Management. For purposes ofthis letter, professional standards
define a disagreement with management as a matter, whether or not resolved to our
satisfaction, concerning a financial accounting, reporting, or auditing matter that could be
significant to the financial statements or the auditor's report. We are pleased to report
there were no disagreements with management concerning any financial accounting,
reporting, or auditing matters.
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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 Organization'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.

Issues Discussed Prior to Retention oj IndependelitA~dit;;s~-W; gener~lly di;;~;;- 
variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Organization's auditors.
However, these discussions occurred in the normal course of our professional relationship
and our responses were not a condition to our retention.

Difficulties Encountered in Performing the Audit. We encountered no significant
difficulties in dealing with management in performing and completing our audit.

We will be pleased to respond to any questions you have regarding the foregoing
comments.

Very truly yours,

William A. Russ, CPA, CFE
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20 October 2007

Ms. Lynn Van Norstrand
Financial Administrator
The American Institute for Contemporary German Studies
1755 Massachusetts Ave, #700
Washington, DC 20036-2217

Dear Ms. Van Norstrand,

\..YN

In planning and performing our audit of the financial statements of the American Institute for
Contemporary German Studies at the Johns Hopkins University (AICGS) for the year ended June
30,2007, we developed recommendations that will, if implemented, strengthen internal controls
and enhance operating efficiencies of the AICGS.

We will be pleased to discuss these comments in further detail at your convenience, to perform
any additional study of these matters, or to assist you in implementing the recommendations. Our
comments and recommendations, all of which have been discussed with appropriate levels of
management, are summarized as follows:

Current Year Comments

No new internal control comments are being made for the year ending June 30, 2007.

Status of Prior Management Letter Comments

1. Schedule of Fixed Assets

The Institute maintains a schedule of fixed assets, including cost, by room number. A
separate schedule of fixed assets, jncluding cost and accumulated depreciation. is
maintained by us, the external auditors. The balances for furniture, fixtures & equipment
for both restricted and unrestricted and the associated accumulated depreciation accounts
on the Institute's internal Statement of Financial Position as ono June 2006, did not
agree with either of these underlying schedules of fixed assets.

We recommend the Institute adjust its balances for furniture, fixtures & equipment for
both restricted and unrestricted and the associated accumulated depreciation accounts on
the Institute's internal Statement of Financial Position so that it agrees with the
underlying schedule( s) of these assets.

2316 Tucker Lane, Baltimore, Maryland 21207, (410) 448-9100, WmRussCPA@aol.com



American Institute for

Contemporary German Studies Page 2 20 October 2007

Current Status: The Institute adjusted its books so that the internally
produced financial statements agrees with the underlying schedule of fixed assets
and depreciation.

Sincerely,

William A. Russ, CPA, CFE


