
 STATE OF INDIANA 

 AN EQUAL OPPORTUNITY EMPLOYER STATE BOARD OF ACCOUNTS 
   302 WEST WASHINGTON STREET 
   ROOM E418 
   INDIANAPOLIS, INDIANA 46204-2765 

 
   Telephone: (317) 232-2513 
   Fax: (317) 232-4711 
   Web Site: www.in.gov/sboa 

 
 
 
 
 

 
 

 
 

 
 
Board of Directors 
Humane Society of 
   Elkhart County, Inc. 
54687 County Rd. 19 
Bristol, IN 46507 
 

We have reviewed the audit report prepared by Jurgonski & Fredlake, CPAs, Independent Public 
Accountants, for the period January 1, 2008 to December 31, 2008.  In our opinion, the audit report was 
prepared in accordance with the guidelines established by the State Board of Accounts except an opinion was 
not expressed on the statement of activities, statement of functional expense and statement of cash flows.  
Per the Independent Public Accountants’ opinion, the statement of financial position included in the report 
presents fairly the financial condition of the Humane Society of Elkhart County, Inc., as of December 31, 2008, 
and the results of its operations for the period then ended, on the basis of accounting described in the report. 

 
The Independent Public Accountants’ report is filed with this letter in our office as a matter of public 

record.   
 
We call your attention to the findings in the report.  The management letter contains ten comments. 
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Memorandum of Advisory Comments and
Other Required Communications

Humane Society of Elkhart County, Inc.

April 24, 2009



To the Board of Directors 
Humane Society of Elkhart County, Inc.
Bristol, Indiana

In planning and performing our audit of the statement of financial position of Humane Society of Elkhart
County, Inc. (the Organization) as of December 31, 2008, in accordance with the auditing standards
generally accepted in the United States of America, we considered the Organization’s internal control 
over financial reporting (internal control) as a basis for designing our auditing procedures for the purpose 
of expressing our opinion on the statement of financial position, 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 control deficiency 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 
misstatements on a timely basis.  A significant deficiency is a control deficiency, or combination of 
control deficiencies, that adversely affects the entity’s ability to initiate, authorize, record, process, or 
report financial data reliably in accordance with accounting principles generally accepted in the Unites 
States of America such that there is more than a remote likelihood that a misstatement of the entity’s 
financial statements that is more than inconsequential will not be prevented or detected by the entity’s 
internal control.  We consider the following deficiencies to be significant deficiencies in internal control:

Accounting Policy and Procedure Manual

We noted that the Organization does not have an accounting policy and procedures manual.  Written 
procedures, instructions, and assignments of duties will prevent or reduce misunderstandings, errors, 
inefficient or wasted effort, duplicated or omitted procedures, and other situations that can result in 
inaccurate or untimely accounting records.  A well devised accounting manual can also help to ensure 
that all similar transactions are treated consistently, that accounting principles used are proper, and that 
records are produced in the form desired by management.  A good accounting manual should aid in the 
training of new employees and possibly allow for delegation to other employees some accounting 
functions management performs.  The manual should also include a procurement policy.  It will take 
some time and effort for management to develop a manual; however, we believe this time will be more 
than offset by time saved later in training and supervising personnel.  Also, in the process of the 
comprehensive review of existing accounting procedures for the purpose of developing the manual, 
management might discover procedures that can be eliminated or improved to make the system more 
efficient and effective. 

Segregation of Duties

The size of the Organization’s staff precludes certain internal control procedures that would be preferred 
if the staff were large enough to provide optimum segregation of duties. We recommend that the 
appropriate staff be more involved and that the Board of Directors remain involved in the financial affairs
in order to provide oversight and independent review functions. 
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Contributed Services

Your Organization receives significant amounts of contributed services. Generally accepted accounting 
principles require recognition of these contributions at fair market value and should be recorded in the 
financial statements as they are received or used.  We recommend that these contributions be recorded 
as they incur and that the valuation of these items at fair market can be substantiated.

Capitalization Policy

Our audit indicated that there is no capitalization policy. To minimize the effort required to account for 
these purchases, we recommend that a limit be set. This limit should be based on the size of your 
Organization and the practices followed by Organizations of similar size.

Cancel Invoices and Supporting Documents

The Organization does not have a policy of canceling invoices and supporting documentation at the time 
the invoices are paid.  Thus, the invoices are susceptible to unintentional duplicate payment or 
intentional misuse.  A simple control against those dangers is to only pay from originals invoices and to 
mark invoices with a “paid” stamp or other indication of payment while they are in the custody of the 
check preparer or signer. Such a procedure would add very little time to the bill paying process but would 
serve as prevention against misuse or repayment of the invoices.

Approval of the Bank Reconciliation

The bank account is being reconciled monthly by the finance manager; however, it is not being reviewed 
and approved. We recommend that the reconciliation should be reviewed and approved each month by 
the Executive Director to avoid intentional and unintentional errors.

Physical Fixed Asset Inventory

Our audit indicated that the detail property and equipment listing maintained by the Organization had not 
been reconciled to an actual physical count in recent years.  To provide effective accountability over 
property and equipment owned, and assure reliability of records maintained, we recommend a physical 
inventory of property and equipment should be taken periodically, not necessarily each year.

Disaster Recovery

Currently, backup copies of non accounting files are performed monthly.  However, these copies are kept 
in a file cabinet in the Executive Director’s office.  One of the main reasons for creating backup files is to 
be able to recover in the event of a disaster, such as fire, tornado or water damage.  We recommend 
that one set of backup files be stored in a fireproof cabinet in the Executive Director’s office and one set 
be taken off site. 

Finance Committee

We noted that the Organization does not have a finance committee.  We recommend that a committee 
should be formed to oversee the financial responsibilities of the Organization.
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Policies and Procedures

During our audit, we noted that the Organization does not have the following policies documented.  

 Conflict of Interest
 A whistleblower policy

In addition, property tax exemptions were not filed and donors did not receive appropriate documentation 
to support charitable contributions.  Also the Organization received a donation restricted for the STOP 
program (Stop the Overpopulation of Pets) for dogs in prior years and the internal accounting system did 
not track the use of the restrictions.

The Organization must do everything possible to protect its tax exempt status and implement the 
appropriate policies and procedures.

Required Communications

We have audited the statement of financial position of Humane Society of Elkhart County, Inc. as of 
December 31, 2008 and have issued our report thereon dated April 15, 2009.  Professional standards 
require that we provide you with the following information related to our audit.

Our Responsibility under Auditing Standards Generally Accepted in the United States of America

As stated in our engagement letter dated April 6, 2009, our responsibility, as described by professional 
standards, is to plan and perform our audit to obtain reasonable, but not absolute, assurance that the 
statement of financial position is free of material misstatement and is fairly presented in accordance with 
accounting principles generally accepted in the United States of America.  Because of the concept of 
reasonable assurance and because we did not perform a detailed examination of all transactions, there is
a risk that material errors, irregularities, or illegal acts, including fraud and defalcations, may exist and 
not be detected by us.

As part of our audit, we considered the internal control structure of the Organization. Such considerations 
were solely for the purpose of determining our audit procedures and not to provide any assurance 
concerning such internal control structure.

Significant Accounting Policies

Management has the responsibility for selection and use of appropriate accounting policies.  In 
accordance with the terms of our engagement letter, we will advise management about the 
appropriateness of accounting policies and their application.  The significant accounting policies used by 
the Organization are described in Note 1 to the financial statements.  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.  The most significant estimate affecting the financial statements is the 
allocation of expenses among program, management and administrative.
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Significant Audit Adjustments

For purposes of this letter, professional standards define a significant audit adjustment as a proposed 
correction of the financial statements that, in our judgment, may not have been detected except through 
our auditing procedures.  There were three significant audit adjustments proposed during the 2008 audit.

 Recording of a pledge receivable
 Recording of depreciation
 Recording additional accounts payable

Disagreements with Management

For purposes of this 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 that no such disagreements arose during the course of our audit.

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 of Independent Auditors

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 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 
financial audit.

We were pleased to serve Humane Society of Elkhart County, Inc. as its independent auditors for 2008
and look forward to our continued relationship.  We provide the above information to assist you in 
performing your oversight responsibilities and would be pleased to discuss this letter or any matters 
further, should you desire. 

This report is intended solely for the information and use of the Board of Directors, Humane Society of 
Elkhart County, Inc. management, and others within the Organization and is not intended to be and 
should not be used by anyone other than these specified parties.

Jurgonski & Fredlake CPAs

South Bend, Indiana
April 24, 2009




