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URKETT
BURKETT&BURKETT

Certified Public Accountants, PA.

INDEPENDENT AUDITORS* REPORT

To the Board of Directors of
South Carolina Humanities Council, Inc.

Report on the Financial Statements

We have audited the accompanying financial statements of South Carolina Humanities Council, Inc. (a
nonprofit organization), which comprise the statement of financial position as of October 31, 2017, and
the related statements of activities, functional expenses, and cash flows for the year then ended, and the
related notes to the financial statements.

Management’s Responsibility for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in
accordance with accounting principles generally accepted in the United States of America; this includes
the design, implementation, and maintenance of internal control relevant to the preparation and fair
presentation of financial statements that are free from material misstatement, whether due to fraud or
error.

Auditor’s Responsibility

Our responsibility is to express an opinion on these financial statements based on our audit. We
conducted our audit in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform

the audit to obtain reasonable assurance about whether the financial statements are free of material
misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in
the financial statements. The procedures selected depend on the auditor’s judgment, including the
assessment of the risks of material misstatement of the financial statements, whether due to fraud or error.
In making those risk assessments, the auditor considers internal control relevant to the entity’s preparation
and fair presentation of the financial statements in order to design audit procedures that are appropriate in
the circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s
internal control. Accordingly, we express no such opinion. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting estimates
made by management, as well as evaluating the overall presentation of the financial statements.

(Continued next page)
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South Carolina Humanities Council, Inc.
Page 2 of 2

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for
our audit opinion.

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of South Carolina Humanities Council, Inc. as of October 31, 2017, and the changes in
its net assets and its cash flows for the year then ended in accordance with accounting principles generally
accepted in the United States of America.

Other Matters
Other Information

Our audit was conducted for the purpose of forming an opinion on the financial statements as a whole.
The accompanying schedule of expenditures of federal awards, as required by Title 2 U.S. Code of
Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles, and Audit
Requirements for Federal Awards, is presented for purposes of additional analysis and is not a required
part of the financial statements. Such information is the responsibility of management and was derived
from and relates directly to the underlying accounting and other records used to prepare the financial
statements. The information has been subjected to the auditing procedures applied in the audit of the
financial statements and certain additional procedures, including comparing and reconciling such
information directly to the underlying accounting and other records used to prepare the financial
statements or to the financial statements themselves, and other additional procedures in accordance with
auditing standards generally accepted in the United States of America. In our opinion, the information is
fairly stated in all material respects in relation to the financial statements as a whole.

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated July 16, 2018,
on our consideration of South Carolina Humanities Council, Inc.’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations, contracts and
grant agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to provide
an opinion on internal control over financial reporting or on compliance. That report is an integral part of
an audit performed in accordance with Government Auditing Standards in considering South Carolina
Humanities Council, Inc.’s internal control over financial reporting and compliance.

Borhett-Buriett-4_Burbett

BURKETT BURKETT & BURKETT
Certified Public Accountants, P.A.
West Columbia, South Carolina

July 16, 2018




SOUTH CAROLINA HUMANITIES COUNCIL, INC.

STATEMENT OF FINANCIAL POSITION

OCTOBER 31, 2017
ASSETS:
Cash $ 445,454
Certificates of deposit 187,915
Prepaid expenses 12,917
Accounts receivable 959
Grant receivable 571,290
Marketable securities 171,662
Furniture and equipment (net of accumulated
depreciation of $45,716) 18,728
Total assets $ 1,408,925
LIABILITIES:
Accounts payable $ 5,001
Regrants payable 24,085
Other grants payable 3,750
Accrued expenses 771
Accrued retirement 9,798
Accrued leave 34,297
Capital lease obligation 5,305
Total liabilities 83,007
NET ASSETS:
Unrestricted 585,365
Temporarily restricted 740,553
Total net assets 1,325,918
Total liabilities and net assets $ 1,408,925

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

STATEMENT OF ACTIVITIES
YEAR ENDED OCTOBER 31, 2017

REVENUES AND PUBLIC SUPPORT:
Grants:
National Endowment for the Humanities
Other
Contributions
Programs and event revenue
Investment income
Total revenues and public support
Net assets released from program restrictions

EXPENSES:
Humanities support
Management and general
Fundraising
Total expenses

CHANGE IN NET ASSETS
NET ASSETS, BEGINNING OF YEAR

NET ASSETS, END OF YEAR

Temporarily
Unrestricted Restricted Total

$ $ 766,290 $ 766,290
19,489 19,489
52,669 2,500 55,169
12,751 25 12,776
3,482 3,482
68,902 788,304 857,206

760,246 (760,246) -
829,148 28,058 857,206
554,263 554,263
181,549 181,549
58,372 58,372
794,184 - 794,184
34,964 28,058 63,022
550,401 712,495 1,262,896
$ 585,365 $ 740,553 $ 1,325,918

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

STATEMENT OF FUNCTIONAL EXPENSES
YEAR ENDED OCTOBER 31, 2017

Humanities Management Fund-
Support and General Raising Total

Salaries and benefits $ 140,975 § 111,717 $ 13,300 $ 265,992
Council conducted programs 148,439 148,439
Regrants 151,959 151,959
Professional fees 30,195 36,570 39,874 106,639
Rent and utilities 24,192 15,850 1,668 41,710
Dues and subscriptions 10,775 5,307 16,082
Printing and publications 2,793 164 329 3,286
Travel 9,762 3,446 1,149 14,357
Depreciation 6,085 1,463 154 7,702
Telephone and internet 2,467 1,616 170 4,253
Office supplies 3,155 186 371 3,712
Insurance 2,034 1,612 192 3,838
Committee expense 6,060 2,139 713 8,912
Advertising 7,560 7,560
Bank charges 2,656 2,656
Postage 2,828 166 333 3,327
Equipment maintenance 1,733 1,135 119 2,987
Auction pay 595 595
Interest expense 178 178

Total $ 554,263 $ 181,549 $§ 58,372 $ 794,184

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

STATEMENT OF CASH FLOWS
YEAR ENDED OCTOBER 31, 2017

CASH FLOWS FROM OPERATING ACTIVITIES:
Change in net assets $ 63,022

Adjustment to reconcile change in net assets
to net cash used in operating activities:

Depreciation 7,702
Change in operating assets and liabilities:
Prepaid expenses (2,893)
Accounts receivable 5,678
Grant receivable (88,630)
Accounts payable 345
Regrants payable 9,277
Other grants payable (675)
Accrued expenses 98
Accrued retirement 243
Accrued leave 2,609
Net cash used in operating activities (3,224)

CASH FLOWS FROM INVESTING ACTIVITIES:

Net reinvestment in certificates of deposit (3,536)
Net reinvestment in marketable securities (171,662)
Net cash used in investing activities (175,198)

CASH FLOWS FROM FINANCING ACTIVITIES:

Principal payments on capital lease (1,663)

Net cash used in financing activities (1,663)

NET CHANGE IN CASH (180,085)
CASH AT BEGINNING OF YEAR 625,539
CASH AT END OF YEAR $ 445,454

THE ACCOMPANYING NOTES ARE AN INTEGRAL PART OF THE FINANCIAL STATEMENTS
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:
Nature of Organization and Operations:

South Carolina Humanities Council, Inc. (the “Organization™) is an affiliate of the National
Endowment for the Humanities (NEH), a federal agency created by Congress. The Organization
is a South Carolina not-for-profit corporation that was organized to fund humanities programs in
the State of South Carolina.

The Organization receives a substantial amount of its support from the NEH. For the year ended
October 31, 2017, such support totaled $766,290, or 89% of total revenues and support.

Date of Management’s Review:

Subsequent events were evaluated through July 16, 2018, which is the date the financial
statements were available to be issued.

Basis of Accounting:

The financial statements of the Organization have been prepared on the accrual basis of
accounting.

Financial Statement Presentation:

The Organization’s activities and net assets are classified in the financial statements as
unrestricted, temporarily restricted, and permanently restricted based on the existence or absence
of donor-imposed restrictions. These classifications are described below:

e Unrestricted net assets — resources not subject to donor-imposed restrictions.

e Temporarily restricted net assets — resources that can be expended subject to donor-
imposed restrictions as to use and timing.

e Permanently restricted net assets — resources that a donor has required the Organization
to retain in perpetuity. Generally, the donor of these assets permits the Organization to
use all or a part of the income and gains earned on the gifted assets. The Organization
currently has no permanently restricted net assets.

Assets are sequenced on the statement of financial position in general accordance with their
nearness of conversion to cash. Liabilities are sequenced in general accordance with the nearness
of their maturity and resulting use of cash. The statement of activities presents expenses by
functional classification in accordance with the overall mission of the Organization.
Accordingly, certain costs have been allocated among the programs and supporting services
benefited.



SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

Contributions and other support are considered to be available for unrestricted use unless
specifically restricted by the donor. Support received that is designated for future periods or is
restricted for specific purposes is reported as an increase in temporarily or permanently restricted
net assets, depending on the nature of the restriction. When a stipulated time restriction ends or
purpose restriction is accomplished, temporarily restricted net assets are reclassified to
unrestricted net assets and reported in the statement of activities as net assets released from
restrictions.

Cash Equivalents:

The Organization considers all highly liquid debt instruments purchased with an initial maturity
of three months or less to be cash equivalents. There were no cash equivalents as of October 31,
2017.

Certificates of Deposit:

Certificates of deposit are stated at fair value. Fair value is the price that would be received to
sell an asset or paid to transfer a liability in an orderly transaction between market participants at
the measurement date. See Note 3 for discussion of fair value measurements.

Purchases and sales of certificates of deposit are recorded on a trade-date basis. Interest income
is recorded on the accrual basis.

Marketable Securities:

Marketable securities consist of mutual funds and are stated at fair value. Fair value is the price
that would be received to sell an asset or paid to transfer a liability in an orderly transaction
between market participants at the measurement date. See Note 3 for discussion of fair value
measurements.

Purchases and sales of securities are recorded on a trade-date basis.
Risk and Uncertainties:

Cash, cash equivalents, and investments are exposed to various risks, such as interest rate,
market, and credit risks. The Organization regularly evaluates its investments including the
performance thereof. However, due to inherent risks and potential volatility in investment
valuations, the amounts reported in the accompanying financial statements can vary substantially
from year to year.



SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):
Revenue Recognition:

The Organization recognizes revenues on the accrual basis of accounting. Federal grant revenue
is recognized in accordance with the contribution method. Under this method, Federal grant
revenue is recorded as a temporarily restricted net asset, based upon the notifications of grant
award funding. As allowable expenditures are incurred, the assets are released from program
restrictions and the corresponding funds would be reclassified from temporarily restricted net
assets to unrestricted net assets.

Advertising:
The Organization expenses advertising costs as they are incurred.
Furniture and Equipment:

Furniture and equipment are stated at cost. Maintenance and repairs are charged to expense as
incurred. The cost and accumulated depreciation related to assets disposed of are removed from
the accounts and the resulting gain or loss is included in the results of operation. Depreciation is
provided over the estimated useful lives of the assets using the straight-line method.

In-Kind Donations:
These financial statements reflect donated rent during FY 2017 which totaled $5,400.
Income Taxes:

The Organization has received a determination letter from the Internal Revenue Service (IRS)
indicating it is a tax-exempt organization under Section 501(c)(3) of the Internal Revenue Code
and is subject to federal income tax only on net unrelated business income. Management has
determined that the Organization has no current obligations for unrelated business income tax.
Accordingly, no provisions for federal and state income taxes are required. The Organization is
not classified as a private foundation.

Accounting principles generally accepted in the United States of America require management to
evaluate tax positions taken by the Organization and recognize a tax liability (or asset) if the
Organization has taken an uncertain position that more likely than not would not be sustained
upon examination by the IRS. Management has analyzed the tax positions taken by the
Organization, and has concluded that as of October 31, 2017, there are no uncertain positions
taken or expected to be taken that would require recognition of a liability (or asset) or disclosure
in the financial statements.
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 1 — SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (CONTINUED):

The Organization is subject to routine audits by taxing jurisdictions; however, there are currently
no audits for any tax periods in progress. Management believes it is no longer subject to income
tax examinations for fiscal years prior to 2014.

Use of Estimates:

The preparation of financial statements in accordance with generally accepted accounting
principles requires management to make estimates and assumptions that affect the reported
amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the reporting
period. Actual results could differ from those estimates.

Recently issued accounting pronouncements:

In August 2016, the FASB amended the Not-for-Profit Entities Topic of the Accounting
Standards Codification to improve the current net asset classification requirements and the
information presented in the financial statements and notes about a not-for-profit entity’s
liquidity, financial performance, and cash flows. The amendments will be effective for fiscal
years beginning after December 15, 2017. Management is currently evaluating the effect that
implementation of the new standard will have on the Organization’s financial statements.

In May 2014, the FASB added Topic 606, “Revenue from Contracts with Customers” to
establish principles to report useful information about the nature, amount, timing and uncertainty
of revenue from contracts with customers. This standard will be effective for fiscal years
beginning after December 15, 2018. Management is currently evaluating the effect that
implementation of the new standard will have on the Organization’s financial statements.

In February 2016, the FASB amended the Leases Topic of the Accounting Standards
Codification to revise certain aspects of recognition, measurement, presentation and disclosure of
leasing transactions. The amendments will be effective for fiscal years beginning after December
15, 2019. Management is currently evaluating the effect that implementation of the new standard
will have on the Organization’s financial statements.

NOTE 2 — CONCENTRATION OF CREDIT RISK:
At October 31, 2017, the Organization had no cash deposits in excess of federally insured limits.

The risk associated with the excess is limited due to the soundness of the financial institution
with which the funds are deposited.

11



SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 3 - FAIR VALUE MEASUREMENTS:

Financial Accounting Standards Board (FASB) Accounting Standards Codification (ASC)
provides the framework for measuring fair value. That framework provides a fair value hierarchy
that prioritizes the inputs to valuation techniques used to measure fair value. The hierarchy gives
the highest priority to unadjusted quoted prices in active markets for identical assets or liabilities
(level 1 measurements) and the lowest priority to unobservable inputs (level 3 measurements).
The three levels of the fair value hierarchy under the FASB ASC are described as follows:

Level 1 Inputs to the valuation methodology are unadjusted quoted prices for identical assets
or liabilities in active markets that the plan has the ability to access.

Level 2 Inputs to the valuation methodology include:
e quoted prices for similar assets or liabilities in active markets;
e quoted prices for identical or similar assets or liabilities in inactive markets;
e inputs other than quoted prices that are observable for the asset or liability;
e inputs that are derived principally from or corroborated by observable market

data by correlation or other means.

If the asset or liability has a specified (contractual) term, the level 2 input must be
observable for substantially the full term of the asset or liability.

Level 3 Inputs to the valuation methodology are unobservable and significant to the fair
value measurement.

The asset or liability’s fair value measurement level within the fair value hierarchy is based on
the lowest level of any input that is significant to the fair value measurement. Valuation
techniques used need to maximize the use of observable inputs and minimize the use of
unobservable inputs.

Following is a description of the valuation methodologies used for assets measured at fair value.
There have been no changes in the methodologies used at October 31, 2017.

Certificates of Deposit: Valued at cost plus accrued interest.

12



SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 3 - FAIR VALUE MEASUREMENTS (CONTINUED):

The preceding method described may produce a fair value calculation that may not be indicative
of net realizable value or reflective of future fair values. Furthermore, although the Organization
believes its valuation methods are appropriate and consistent with other market participants, the
use of different methodologies or assumptions to determine the fair value of certain financial
instruments could result in a different fair value measurement at the reporting date.

The following table sets forth by level, within the fair value hierarchy, the Organization’s
financial assets as of October 31, 2017 that are measured at fair value on a recurring basis:

Fair Value Measurements Using Input Type

Fair Value Level 1 Level 2 Level 3
Certificates of deposit $ 187915 § - 3 187915 $ -
Mutual funds 71,048 71,048 - -
Money market reserves 100,614 100,614 - -
Total $ 359,577 $ 171,662  $ 187915 § -

NOTE 4 — PENSION PLAN:

The Organization has a simplified employee pension plan (SEP) which covers all applicable
employees who have completed one year of service. The Organization contributes an amount
equal to 5% of the participants’ salary to the plan. Retirement expense for the year ended
October 31, 2017 amounted to $9,912.

NOTE 5 - LEASE COMMITMENTS:

The Organization leases its office space under an operating lease expiring in March 2020. Under
this lease, the Organization paid monthly rent of $2,964 from November 2016 through March
2017 and monthly rent of $3,054 from April 2017 through October 2017. The Organization is
required to pay all insurance and other occupancy costs. Rent expense for the year ended October
31,2017 totaled $41,710, which includes $5,400 of in-kind rent expense.
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO THE FINANCIAL STATEMENTS
YEAR ENDED OCTOBER 31, 2017

NOTE 5 — LEASE COMMITMENTS (CONTINUED):

Future minimum lease payments due under this operating lease for the next four fiscal years, and
in the aggregate, are as follows:

Year ending October 31,

2018 $ 36,644
2019 36,963
2020 37,511
2021 15,725

Total $ 126,843

The Organization leases a copier under a capital lease expiring in July 2020. Under this lease, the
Organization will pay $167 per month beginning August 2015. Principal payments on the capital
lease obligation during the year ended October 31, 2017 were $1,663, and interest expense on the
capital lease was $178.

Future minimum lease payments due under this capital lease for the next three fiscal years, and
in the aggregate, are as follows:

Year ending October 31,

2018 $ 1,870
2019 1,929
2020 1,487

Total $ 5,286
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

NOTES TO THE FINANCIAL STATEMENTS

YEAR ENDED OCTOBER 31, 2017

NOTE 6 - TEMPORARILY RESTRICTED NET ASSETS:

Changes in temporarily restricted net assets were as follows:

Net Assets
Released

from Balance

Revenues Restrictions 10/31/17
NEH Programs $ 527,517 $ 766,290 $ (731,757) $ 562,050
Book Festival 96,041 96,041
South Carolina Encyclopedia 81,237 25 81,262
LTAI 1,200 1,200
Fast Track Literary 4,689 (4,689) -
Moms — The Way We Worked 6,500 17,300 (23,800) -
Total $ 712,495 $ 788,304 § (760,246) $ 740,553

NOTE 7 — CONTINGENCIES AND ECONOMIC DEPENDENCY:

The various federal programs administered by the Organization are subject to examination by
federal grantor agencies. Expenditures of federal funds by the Organization may be disallowed
by federal grantor agencies. The funds would then have to be returned to the sponsoring federal
agency. Payments to subrecipients, if any, which may be disallowed, would be recoverable from
the subrecipient. At the present time, the Organization has not been notified of the need to return
federal funds and has not determined amounts which may be due to federal grantors if so

notified.

The Organization depends heavily on the support it receives from the NEH. The continuation of
support from the NEH is dependent on future appropriations from the federal budget. The
Organization’s ability to continue its programs is significantly contingent upon continuation of

this support.
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
FOR THE YEAR ENDED OCTOBER 31, 2017

Federal Grantor/ Federal Passed
Pass-Through Grantor CFDA Through to Federal
Program of Cluster Title Number Subrecipients Expenditures

NATIONAL ENDOWMENT FOR THE HUMANITIES:
Promotion of the Humanities: Federal/State Partnership 45.129 $ 146,358 $ 731,757

Total 146,358 731,757

SEE ACCOMPANYING NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.
NOTES TO SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
YEAR ENDED OCTOBER 31, 2017

NOTE 1 — BASIS OF PRESENTATION:

The accompanying schedule of expenditures of federal awards (the “Schedule”) includes the
federal grant activity of South Carolina Humanities Council, Inc., under programs of the federal
government for the year ended October 31, 2017. The information in this Schedule is presented
in accordance with the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200,
Uniform Administrative Requirements, Cost Principles, and Audit Requirements for Federal
Awards (Uniform Guidance). Because the Schedule presents only a selected portion of the
operations of South Carolina Humanities Council, Inc., it is not intended to and does not present
the financial position, changes in net assets, or cash flows of South Carolina Humanities Council,
Inc.

NOTE 2 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES:

Expenditures reported on the Schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance,
wherein certain types of expenditures are not allowable or are limited as to reimbursement.

NOTE 3 — SUBRECIPIENTS:
Of the federal expenditures presented in the Schedule, South Carolina Humanities Council, Inc.

provided a total of $146,358 in federal awards to subrecipients from its State Humanities
Program award (CFDA #45.129).
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URKETT
BURKETT&BURKETT

Certified Public Accountants, PA.

INDEPENDENT AUDITORS’ REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

To the Board of Directors of
South Carolina Humanities Council, Inc.

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards issued by the Comptroller General of the United States, the financial statements of South
Carolina Humanities Council, Inc. (the “Organization™) which comprise the statement of financial
position as of October 31, 2017, and the related statements of activities, and cash flows for the year

then ended, and the related notes to the financial statements, and have issued our report thereon dated
July 16, 2018.

Internal Control over Financial Reporting

In planning and performing our audit of the financial statements, we considered the Organization’s
internal control over financial reporting (internal control) to determine the 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
Organization’s internal control. Accordingly, we do not express an opinion on the effectiveness of
the Organization’s internal control.

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 Organization’s financial statements will not be prevented, or detected
and corrected on a timely basis. 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.

(Continued next page)
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South Carolina Humanities Council, Inc.
Page 2 of 2

Our consideration of internal control was for the limited purpose described in the first paragraph of
this section and was not designed to identify all deficiencies in internal control that might be material
weaknesses or significant deficiencies. Given these limitations, during our audit we did not identify
any deficiencies in internal control that we consider to be material weaknesses. However, material
weaknesses may exist that have not been identified.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Organization’s financial statements are
free of material misstatement, we performed tests of its compliance with certain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and
material effect on the determination of financial statement amounts. However, providing an opinion
on compliance with those provisions was not an objective of our audit, and accordingly, we do not
express such an opinion. The results of our tests disclosed no instances of noncompliance or other
matters that are required to be reported under Government Auditing Standards.

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
Organization’s internal control or on compliance. This report is an integral part of an audit performed
in accordance with Government Auditing Standards in considering the Organization’s internal
control and compliance. Accordingly, this communication is not suitable for any other purpose.
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BURKETT BURKETT & BURKETT
Certified Public Accountants, P.A.
West Columbia, South Carolina

July 16, 2018
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INDEPENDENT AUDITORS’ REPORT ON COMPLIANCE FOR A FEDERAL
PROGRAM AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE

To the Board of Directors of
South Carolina Humanities Council, Inc.

Report on Compliance for Promotion of the Humanities: Federal/State Partnership

We have audited South Carolina Humanities Council, Inc. (the “Organization™)’s compliance with
the types of compliance requirements described in the OMB Compliance Supplement that could have
a direct and material effect on its Promotion of the Humanities: Federal/State Partnership for the
year ended October 31, 2017.

Management’s Responsibility

Management is responsible for compliance with federal statutes, regulations, and the terms and

conditions of its federal awards applicable to Promotion of the Humanities: Federal/State
Partnership.

Auditor’s Responsibility

Our responsibility is to express an opinion on compliance for the Organization’s Promotion of the
Humanities: Federal/State Partnership based on our audit of the types of compliance requirements
referred to above. We conducted our audit of compliance in accordance with auditing standards
generally accepted in the United States of America; the standards applicable to financial audits
contained in Government Auditing Standards, issued by the Comptroller General of the United
States; and the audit requirements of Title 2 U.S. Code of Federal Regulations Part 200, Uniform
Administrative Requirements, Cost Principles, and Audit Requirements for Federal Awards
(Uniform Guidance). Those standards and the Uniform Guidance require that we plan and perform
the audit to obtain reasonable assurance about whether noncompliance with the types of compliance
requirements referred to above that could have a direct and material effect on Promotion of the
Humanities: Federal/State Partnership occurred. An audit includes examining, on a test basis,
evidence about the Organization’s compliance with those requirements and performing such other
procedures as we considered necessary in the circumstances.

We believe that our audit provides a reasonable basis for our opinion on compliance for the
Organization’s Promotion of the Humanities: Federal/State Partnership. However, our audit does
not provide a legal determination of the Organization’s compliance.

(Continued next page)
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South Carolina Humanities Council, Inc.
Page 2 of 2

Opinion on Compliance for Promotion of the Humanities: Federal/State Partnership

In our opinion, the Organization complied, in all material respects, with the types of compliance
requirements referred to above that could have a direct and material effect on its Promotion of the
Humanities: Federal/State Partnership for the year ended October 31, 2017.

Report on Internal Control over Compliance

Management of the Organization is responsible for establishing and maintaining effective internal
control over compliance with the types of compliance requirements referred to above. In planning
and performing our audit of compliance, we considered the Organization’s internal control over
compliance with the types of requirements that could have a direct and material effect on Promotion
of the Humanities: Federal/State Partnership to determine the auditing procedures that are
appropriate in the circumstances for the purpose of expressing an opinion on compliance for
Promotion of the Humanities: Federal/State Partnership and to test and report on internal control
over compliance in accordance with the Uniform Guidance, but not for the purpose of expressing an
opinion on the effectiveness of internal control over compliance. Accordingly, we do not express an
opinion on the effectiveness of the Organization’s internal control over compliance.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
A significant deficiency in internal control over compliance is a deficiency, or a combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance.

Our consideration of internal control over compliance was for the limited purpose described in the
first paragraph of this section and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies. We did not identify any
deficiencies in internal control over compliance that we consider to be material weaknesses.
However, material weaknesses may exist that have not been identified.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements of
the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.
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BURKETT BURKETT & BURKETT
Certified Public Accountants, P.A.
West Columbia, South Carolina

July 16, 2018
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
FOR THE YEAR ENDED OCTOBER 31, 2017

Part 11

Part II1

SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditors' report issued: Unmodified
Internal control over financial reporting:
Material weaknesses identified? No
Significant deficiencies identified that are not considered
to be material weaknesses? No
Noncompliance material to financial statements noted? No
Federal Awards
Internal control over major programs:
Material weaknesses identified? No
Significant deficiencies identified that are not considered
to be material weaknesses? No

Type of auditors' report issued on compliance for
major programs: Unmodified

Any audit findings disclosed that are required to be reported in
accordance with 2 CFR Section 200.516(a)? No

Major program:

CDFA
45.129 National Endowment for the Humanities -
State Humanities Program

Dollar threshold used to distinguish between type A and type B
programs: $750,000

Auditee qualified as low-risk auditee? No

FINDINGS - FINANCIAL STATEMENT AUDIT

None

FINDINGS AND QUESTIONED COSTS - MAJOR AWARDS
PROGRAMS AUDIT

None
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SOUTH CAROLINA HUMANITIES COUNCIL, INC.

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
FOR THE YEAR ENDED OCTOBER 31, 2017

There were no findings or questioned costs reported in the prior year.
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