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Executive summary
February 10, 2026

Board of Directors
Hatfield-McCoy Regional Recreation Authority
Man, West Virginia

We have completed our audit of the financial statements of Hatfield-McCoy Regional Recreation Authority
(the “Authority”) for the year ended June 30, 2025. This letter presents communications required by our
professional standards.

Your audit should provide you with confidence in your financial statements. The audit was performed
based on information obtained from meetings with management, data from your systems, knowledge of
your Authority’s operating environment and our risk assessment procedures. We strive to provide you
clear, concise communication throughout the audit process and of the final results of our audit.

Additionally, we have included information on key risk areas the Authority should be aware of in your
strategic planning. We are available to discuss these risks as they relate to your organization’s financial
stability and future planning.

If you have questions at any point, please connect with us:

e Thomas Walenchok, CPA, Principal: Thomas.Walenchok@bakertilly.com or +1 (412) 697 6487

Sincerely,

Baker Tilly US, LLP

Dhmack ifelichiok

Thomas Walenchok, CPA

THIS COMMUNICATION IS INTENDED SOLELY FOR THE INFORMATION AND USE OF THE BOARD OF DIRECTORS, AND, IF APPROPRIATE, MANAGEMENT, AND IS
NOT INTENDED TO BE AND SHOULD NOT BE USED BY ANYONE OTHER THAN THESE SPECIFIED PARTIES.

Baker Tilly Advisory Group, LP and Baker Tilly US, LLP, trading as Baker Tilly, are members of the global network of Baker Tilly International Ltd., the members of which are
separate and independent legal entities. Baker Tilly US, LLP is a licensed CPA firm that provides assurance services to its clients. Baker Tilly Advisory Group, LP and its
subsidiary entities provide tax and consulting services to their clients and are not licensed CPA firms. Non-attest services are provided by Baker Tilly Advisory Group, LP.
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Responsibilities

Our responsibilities

As your independent auditor, our responsibilities include:

Planning and performing the audit to obtain reasonable assurance about whether the financial
statements are free from material misstatement. Reasonable assurance is a high level of assurance.

Assessing the risks of material misstatement of the financial statements, whether due to fraud or
error. Included in that assessment is a consideration of the Authority’s internal control over financial
reporting.

Performing appropriate procedures based upon our risk assessment.

Evaluating the appropriateness of the accounting policies used and the reasonableness of significant
accounting estimates made by management.

Forming and expressing an opinion based on our audit about whether the financial statements
prepared by management, with the oversight of the Board of Directors:

e Are free from material misstatement

e Present fairly, in all material respects and in accordance accounting principles generally accepted
in the United States of America

Our audit does not relieve management or the Board of Directors of their responsibilities.

We are also required to communicate significant matters related to our audit that are relevant to the
responsibilities of the Board of Directors, including:

Internal control matters

Qualitative aspects of the Authority’s accounting practice including policies, accounting estimates and
financial statement disclosures

Significant unusual transactions

Significant difficulties encountered

Disagreements with management

Circumstances that affect the form and content of the auditors’ report
Audit consultations outside the engagement team

Corrected and uncorrected misstatements

Other audit findings or issues
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Audit status

Significant changes to the audit plan

There were no significant changes made to either our planned audit strategy or to the significant risks and
other areas of emphasis identified during the performance of our risk assessment procedures.

Audit approach and results
Planned scope and timing

Audit focus

Based on our understanding of the Authority and environment in which you operate, we focused our audit
on the following key areas:

o Key transaction cycles

e Areas with significant estimates

e Implementation of new accounting standards

e Areas of complexity including Accounts Receivable

Our areas of audit focus were informed by, among other things, our assessment of materiality. Materiality
in the context of our audit was determined based on specific qualitative and quantitative factors combined
with our expectations about the Authority’s current year results.

Key areas of focus and significant findings

Significant risks of material misstatement

A significant risk is an identified and assessed risk of material misstatement that, in the auditor’s
professional judgment, requires special audit consideration. Within our audit, we focused on the following
areas below.

Significant risk areas Testing approach Conclusion
Management override of Incorporate unpredictability into Procedures identified provided
controls audit procedures, emphasize sufficient evidence for our audit
professional skepticism and opinion
utilize audit team with industry
expertise
Improper revenue recognition Confirmation or validation of Procedures identified provided
due to fraud certain revenues supplemented sufficient evidence for our audit

with detailed predictive analytics  opinion
based on non-financial data and
substantive testing of related

receivables
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Other areas of emphasis

We also focused on other areas that did not meet the definition of a significant risk, but were determined
to require specific awareness and a unique audit response.

Other areas of emphasis

Cash and investments Net position calculations Financial reporting and required
disclosures
Payroll Pension and OPEB Accounts payable and accrued liabilities
liabilities
Capital assets Fair value of the useful life  Proper capitalization and useful lives
of assets

Internal control matters

We considered the Authority’s internal control over financial reporting as a basis for designing our audit
procedures for the purpose of expressing an opinion on the financial statements. We are not expressing
an opinion on the effectiveness of the Authority’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.

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 did not identify any deficiencies in internal
control that we consider to be material weaknesses.

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 the Board of Directors. We
identified the following deficiencies as significant deficiencies:

During our procedures for Accounts Receivable we identified that the Authority has older customer
accounts that have balances delinquent on payment of more than one year from the year-end date. The
older aging accounts accumulated due to lack of customer payment. The allowance calculation for
accounts receivable was not adequately adjusted for the changes in collections and the continuous aging
of accounts. The Authority did not have sufficient internal controls in place to monitor on-going accounts
receivable. Therefore, there was one corrected misstatement recognized in the current year. As result,
Accounts Receivable in the current year was overstated by $15,868.
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Required communications

Qualitative aspect of accounting practices

e Accounting policies: Management is responsible for the selection and use of appropriate accounting
policies. In accordance with the terms of our engagement letter, we have advised management about
the appropriateness of accounting policies and their application. The significant accounting policies
used by Authority are described in Note 1 to the financial statements. As described in Note 1, the
Authority changed accounting policies related to Compensated Absences and Certain Risk
Disclosures by adopting Accounting Pronouncement Statement No. 101 and 102 in 2025.
Accordingly, the adoption of these Statements had no impact on the 2025 financial statements. We
noted no transactions entered into by the Authority during the year for which accounting policies are
controversial or for which there is a lack of authoritative guidance or consensus or diversity in
practice.

e Accounting estimates: Accounting estimates, including fair value 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, the
degree of subjectivity involved in their development and because of the possibility that future events
affecting them may differ significantly from those expected. The following estimates are of most
significance to the financial statements:

Estimate Management’s process to Baker Tilly’s conclusions

determine regarding reasonableness

Depreciation/Amortization Evaluation of estimated useful Reasonable in relation to the
life of the asset and original financial statements as a whole
acquisition value

Net pension liability and Evaluation of information Reasonable in relation to the
related deferrals provided by the West Virginia financial statements as a whole
Public Employee Retirement
System
Net/Total OPEB liability Evaluation of information Reasonable in relation to the
and related deferrals provided by the West Virginia financial statements as a whole
Retiree Health Benefit Trust
Fund
Allowance for doubtful Evaluation of historical Reasonable in relation to the
accounts revenues and loss levels with financial statements as a whole

the analysis on collectability of
individual amounts

There have been no significant changes made by management to either the processes used to
develop the particularly sensitive accounting estimates, or to the significant assumptions used to
develop the estimates noted above.

e Financial statement disclosures: The disclosures in the financial statements are neutral,
consistent and clear.
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Significant unusual transactions

There have been no significant transactions that are outside the normal course of business for the
Authority or that otherwise appear to be unusual due to their timing, size or nature.

Significant difficulties encountered during the audit

We encountered no significant difficulties in dealing with management and completing our audit.

Disagreements with management

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 basic financial statements or the auditors' report. We are pleased to report that no such
disagreements arose during the course of our audit.

Audit report

There have been no departures from the auditors’ standard report.

Audit consultations outside the engagement team

We encountered no difficult or contentious matters for which we consulted outside of the engagement
team.

Uncorrected misstatements and corrected misstatements

Professional standards require us to accumulate misstatements identified during the audit, other than
those that are clearly trivial, and to communicate accumulated misstatements to management. The
schedule within the attachments summarizes the uncorrected misstatements, other than those that are
clearly trivial, that we presented to management and the material corrected misstatements that, in our
judgment, may not have been detected except through our auditing procedures. In our judgment, neither
the uncorrected misstatements nor the misstatements that management corrected, either individually or in
the aggregate, indicate matters that could have had a significant effect on the Authority’s financial
reporting process.

Management has determined that the effects of the uncorrected misstatements are immaterial, both
individually and in the aggregate, to the financial statements as a whole. The uncorrected misstatements
or the matters underlying them could potentially cause future period financial statements to be materially
misstated, even though, in our judgment, such uncorrected misstatements are immaterial to the basic
financial statements under audit.
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Other audit findings or issues
We encountered no other audit findings or issues that require communication at this time

We generally discuss a variety of matters, including the application of accounting principles and auditing
standards, with management each year prior to retention as the Authority’s auditors. However, these
discussions occurred in the normal course of our professional relationship and our responses were not a
condition to our retention.

Management’s consultations with other accountants

In some cases, management may decide to consult with other accountants about auditing and accounting
matters. Management informed us that, and to our knowledge, there were no consultations with other
accountants regarding auditing or accounting matters.

Written communications between management and Baker Tilly

The attachments include copies of other material written communications, including a copy of the
management representation letter.

Compliance with laws and regulations

Expect those identified in the Schedule of Findings and Responses section of the financial statements,
we did not identify any non-compliance with laws and regulations during our audit.

Fraud

We did not identify any known or suspected fraud during our audit.

Going concern

Pursuant to professional standards, we are required to communicate to you, when applicable, certain
matters relating to our evaluation of the Authority’s ability to continue as a going concern for a reasonable
period of time but no less than 12 months from the date of the financial statements, including the effects
on the financial statements and the adequacy of the related disclosures, and the effects on the auditor's
report. No such matters or conditions have come to our attention during our engagement.

Independence

We are not aware of any relationships between Baker Tilly and the Authority that, in our professional
judgment, may reasonably be thought to bear on our independence.
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Related parties

We did not have any significant findings or issues arise during the audit in connection with the Authority’s
related parties.

Other matters

We applied certain limited procedures to the required supplementary information (RSI) that supplements
the basic financial statements. Our procedures consisted of inquiries of management regarding the
methods of preparing the information and comparing the information for consistency with management’s
responses to our inquiries, the basic financial statements, and other knowledge we obtained during our
audit of the basic financial statements. We did not audit the RSI and do not express an opinion or provide
any assurance on the RSI.

Non-attest services

The following nonattest services were provided by Baker Tilly:

e Financial statement preparation

More than a merger

On April 21, 2025, Baker Tilly and Moss Adams announced a planned combination to take effect in early
June that redefines advisory and accounting services for our clients. The merger, which aims to create
the sixth-largest advisory CPA firm in the United States, will bring deeper industry specialization, broader
geographic reach and expanded capabilities to the Authority. As of June 3, 2025, our unified firm
operates under the Baker Tilly name, forming a leading firm positioned to help the middle-market navigate
an increasingly complex environment. Our combination multiplies the value we can deliver through a
shared people-first culture, client-centric service model and steadfast commitment to quality. A fixture on
the West Coast, Moss Adams adds a significant presence to Baker Tilly in Washington, California,
Arizona, Colorado and New Mexico, as well as in Texas.
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Audit committee resources

Our business is to know every aspect of yours and to maintain a constant lookout for what's next. We
invite you to learn about some of the trending challenges and opportunities for public sector organizations
like yours and how Baker Tilly can help.

To explore more trending topics and regulatory updates, visit our resource page at
https://www.bakertilly.com/insights/audit-committee-resource-page.

- Funding evaluation and pursuit
@é\ Public sector organizations may be eligible for grants, tax credits and other financial
incentives through funding opportunities such as the Inflation Reduction Act, the

‘oo Clean Communities Investment Accelerator, and the Infrastructure Investment and
Jobs Act.

Baker Tilly can help you navigate, understand and pursue various federal and state
funding sources through grant research and tracking, advising and writing, and
management and compliance services.

4 Digital transformation

7‘ L) Digitizing public services can be a game changer for governments. Streamlining
('&@ / inefficient processes, providing digital access and delivery of services to meet public
A expectations, implementing technology to protect constituent data, leveraging
\\l' information to make data-driven decisions and migrating outdated on-premises

systems to the cloud are crucial to an entity’s success.

Through these types of digital services, Baker Tilly can help you scale with future
demand and be better positioned to rapidly respond to changing demands.

Cybersecurity
@ Public sector organizations face significant challenges from cyber threats and IT

regulations. It can feel like you are on the defense keeping up with the latest risks,
regulations and emerging trends. To mitigate risk, you must understand your
organization’s unique vulnerabilities, cybersecurity processes and controls.

Baker Tilly can help enhance your cybersecurity posture and ensure compliance,

with solutions in IT compliance and security and cybersecurity and data protection to
safeguard your data and navigate complex risk environments.
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Summary schedule of uncorrected
misstatements

Number Name Account No Debit Credit
PAJE 1 Buildings & Trailheads 1500 55,380
PAJE 1 Capital Lease Obligation, Net of 2650 55,380

Passed entry to record the implementation of
GASB 87 as of 6/30/2025.
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