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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

May 22, 2009

Board of Directors

Stop Child Abuse and Neglect, Inc.
500 W. Main St.

Fort Wayne, IN 46802

We have reviewed the audit report prepared by Haines, Isenbarger & Skiba, LLC, Independent Public
Accountants, for the period October 1, 2007 to September 30, 2008. In our opinion, the audit report was
prepared in accordance with the guidelines established by the State Board of Accounts. Per the independent
Public Accountants’ opinion, the financial statements included in the report present fairly the financial condition
of the Stop Child Abuse and Neglect, Inc., as of September 30, 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 report on internal control contains five
comments.

STATE BOARD OF ACCOUNTS
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HAINES, ISENBARGER & SKIBA, L1.C

CERTIFIED PUBLIC ACCOUNTANTS

Report of Independent Auditors

Board of Directors
Stop Child Abuse and Neglect, Inc.

We have audited the accompanying statements of financial position of Stop Child Abuse and
Neglect, Inc. (SCAN) as of September 30, 2008 and 2007, and the related statements of activities
and changes in net assets, functional expenses, and cash flows for the years then ended. These
financial statements are the responsibility of SCAN’s management. Our responsibility is to
express an opinion on these financial statements based on our audits.

We conducted our audits in accordance with auditing standards generally accepted in the United
States and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptrolier General of the United States. Those standards require that
we plan and perform the audits to obtain reasonable assurance about whether the financial
statements are free of material misstatement. An audit includes examining, on a test basis,
evidence supporting the amounts and disclosures in the financial statements, An audit also
includes assessing the accounting principles used and significant estimates made by
management, as well as evaluating the overall financial statement presentation. We believe that
our audits provide a reasonable basis for our opinion.

In our opinion, the financial statements referred to above present fairly, in all material respects,
the financial position of SCAN at September 30, 2008 and 2007 and the results of its operations,
changes in its net assets, and its cash flows for the years then ended in conformity with
accounting principles generally accepted in the United States.

In accordance with Government Auditing Standards, we have also issued our report dated
January 8, 2009, on our consideration of SCAN’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 the internal control over financial reporting or on compliance. That
report is an integral part of an audit performed in accordance with Government Auditing
Standards and should be considered in assessing the results of our audit.

Y ner) Aacntngin & dbitus ZE.

- January 8, 2009

4630-8 WEST JEFFERSON BOULEVARD, FORT WAYNE, INDIANA 40804 DHONE 260 436-9500 FAX 260 436-8765



Stop Child Abuse and Neglect, Inc.

Statements of Financial Position

Assets
Current assets:
Cash and cash equivalents

Cash and cash equivalents, designated for Healthy Families program

Certificates of deposit
Government grants receivable
Pledges receivable
Prepaid expenses

Total current assets

Property and equipment:
Land and land improvements
Building
Office equipment
Furnishings

Less accumulated depreciation
Total property and equipment, net

Other assets:
Beneficial interest in perpetual trust
Bond issuance costs

Total other assets

Total assets

Liabilities and net assets

Current liabilities:
Current portion of long-term debt
Accounts payable
Accrued expenses

Total current liabilities

Long-term debt, less current portion
Total liabilities

Net assets:
Unrestricted
Temporarily restricted
Permanently restricted
Total net assets
Total liabilities and net assets

See accompanying notes.

September 30

2008 2007
$ 182,225 § 363,785
548,343 1,015,627
55,283 47,498
1,565,129 1,014,938
7,311 29,622
9,879 10,684
2,368,170 2,482,154
208,744 159,450
1,116,171 1,097,649
436,494 436,494
160,910 160,910
1,922,319 1,854,503
875,234 801,213
1,047,085 1,053,290
222,847 286,752
8,498 9,713
231,345 296,465
$3.646,600 $3.831,909
$ 33,667 $ 33,667
436,360 196,698
29,340 173,495
499,367 403,860
59,770 93,437
559,137 497,297
2,853,329 2,978,381
6,287 64,479
227,847 291,752
3,087,463 3,334,612

$3,646,600 $3.831,909

2



£
TIOVECE § TSLI6C § 6LV ¥9 § I8E8L6C S FOFLB0°E S LPSLICi & LBTY S 6GLLES8C S
L6EFIOE  SLO°0LT £C16 698 FELT TIVPES'E  TSL'I6T oLV'F9 I8E8LET
S1T0ZE LLOIT 97E°5s TISEHT r1'cy)  (S06°c9) (Z61°89) (zso'sTn)
890°€9[°L - - 890°E9T°L RIETE'6 - - STETEFG
8RL°0TE - - $8L°0T¢ v16°0€E - - FI6'0£E
110761 - - 1107261 FEI'8IT - - FET'STT
LLL'8TI - - LLL8TTL 08LTII - - 08L°TII
08T°TFS9 - - 08T°TH89 FIFI0T'6 - - FIHT016
06V 61 - - 06t 6t TILFOT - - 9L P01
990°gcs - - 990°85% 10€PT0°T - - 10€4T0°T
9¢1°cES - - 96T°Ees LYL'9ES - - LFLI9ES
sSLTITY - - 8SLTITY WCIBLEY - - TETRLEY
LEEDL - - LEE9L 0£0°811 - - 0€0°8T1
95Z° 10T - - 95z 101 - - - -
6¥6°L81 - - 676 L8T I8L'0S1 - - 18L0S1
LTEVTY - - LTEYTF OpL6IS - - OFL6IS
6TI°LOT - - 6TI°LOT 879°88 - - $79'S8
TI8°16F - - TISI6Y £67°08S - - £67°08S
£8T°E8Y L LLOTIT 97E°cE 08890+~ GLISBT'6  (S06'€9) (T61°8€) 9LT'LOE'G
- - {652°TE) 6577t - - (Z69°1L) T6%1L
E8TERF L LLOTEE SRCLE 1TFLEL 6LI'S8T 6  (S06°C9) 005°€IL PESISET'6
8LE°CH - - 8LEEEH FR6°9L - - ¥86°9L
LLOTTT LLO'TT - - (€06°c9) (S06'c9) -
6E5°8S - - 6£5°8% TIE°1E - - TIEIE
T56°€91 - - T56°€01 PESHYT - - PESPIT
95561y - - 9cC'61¥ S80°97L - - $80°0TL
L8YFSE - - L8F¥SE 78S'Sk6'T - - 785°SH6'L
£C0'9LTF - - £S0°9LTY 006962t - - 006°96T°F
S18°L06 - - SI8°L06 €TO'800°T - - £TO°R00°L
S00°0T1 - - $00°011 61191 - - 6191
1786 § - § £8¢L8 § 9£8°068 § SE0E86 § - § O00S'ET § S£5°%696 $

_NU—O,H PRINAISTY PAIIAISIY PIPLISIIU) —mﬂuzﬁ PARIISAY papLSIyg m.ﬁum.numo.-ﬁ.;

Apuauenria g Apaeroduo Apuaueurg Ajieioduwa ]
LOOT & 800T
0€ .—oﬂ:.—uwnum ﬁuﬂ:v ._ﬁo.?

$1885Y JON] UI S9ZURY) PUE SANTATIOV JO SJUAWIAIL)S

o] 339N pue 3snqy Py dog

“sarou Sutlupduiossn sag

Teak JO PUA B SI9SSE N

IE2A JO SWIUUISq Je S19858 JoN]

§)3SSE 39U UI (ISBIIIAP) ISEIAIU]

saguadxs [e10

seoras poddns [eloT,
Suisrespun,
[e1ouad pue justmodeuey

:s301A108 poddng

seorates wreagord [ejo].
AJmyssacong [ooypg Supeg
Ajayeg PIN) 10§ SIOWIe AUINUNTO,)
somue,{ Suong swWppng
SQI[ITE,] AYI[ESH 10] SOURL[Y AJIUUIo])
SUOT)ISUND; ) ATIUIE,]
uoIeInps YENOMJ UonUaASI
SOUIOY] SIS YeaIqAe(]
UCTIENSIA pasiasadng
T3] UONTEAAIQII] SAISUSIU]
SIOUEJ 29 SUaTed

:sooases weaFold

sasuadxy

SWoou] IS0 pue ‘Woddns ‘onusast [gl0],
SHOTIOLLSAI WIOT] PASeo[al SJOsSse JaN
STONOLS3T THOT] POSEO[SI SJ0SSE JaU 010J3q
ooty 2o pue ‘poddns ‘onusasl (€10,
SNOOTE[AISTIAL
150 [engadzad Ur 1s9eTHT [RIRTROUSq JO anfeA UT S3ueY)
WOIUT JS2XN0Y
Aep parun
803 werdold
Ay Pryy 10} S AR,
sarure,] AyieaH JoJ SoUBH[Y ARUNTEM0))
ape)s pue AJanod “sedIales Ao PIID
SIUEIS JUSWIIA0N)
S9OIAIRS pUE SPOOE popngIIuo;)
SUOLRGLING,)
AWodUL 1Y) pue ‘uoddns ‘anuasay



8IECEP 68 FI60EES  PELBICS 08LTITS TL6 19L'LS  COLPOLS IO FI0CS LPLOSST  TEISL6FS  OE0SIIS IFF6EE TS TRLOSTS §9#8 §  £6T 08T
LIS FF BETSE 8LT 0T0'sE 6L0°L §L 98L 23 SILF 0917 ore'T 68 0F0°T 6L 768
120'FL PIERT 8PLT 9£5°91 (111} 26 €Tk £01'S SOL'T 0TI'7E 601 L6TPT 059 L18°9 01L'T (174 5
069°€1E%G T6TLLT 801°9TT ¥R E6PEILL TPOT TIY'RI0'T wL'eEs  LeTTh6F 17811 S06'TTET Zr0'0ST £BYTIS 6£9'98 TPEFLS
RIS'GE 6ELE (2540 SIS'T FRTRE L¥L FESL 9T1's 86191 6L9¢ SGLIET 198 967" 61'1 9rLg
STLLL 95E'y RT9°F 8ELT $88°65 0TE1 859€T 668°T 006 0F 106 L8F'CT 610'1 L90°S +85°L LIS
GEF 00T SL8'T P 4 799°7 9ET'LET 8699 975 0L sFr'e 6L°SL 99L 8TE'0Y ¥59'€ rs¥ L9l £70°€
T88°€01 LBE9 €8T FoO'y S98°LL 59°1 LY6'FT LIg'L L6808 TINE 0£9'6T 19€'T €TE°L 00+7 o5’
S6¥'LE 0791 176 669 LGP'ET oLT BTy 011 LEELT 865 8LE'L 09€ TISE 086 9757
8POTP ESE'E 060 1677 L9L6T 819 S8 788°7 23 4 4 909 0068 SIS T68°E LLOT 91L'¢
686'8E1 95T 98¢ 9LET 096'T€1 6£6 e £T6'€0T  L08°0T 6L0°S LOF'Y 8¢ SS9T 059 PER°T
£79°18 LLG'T 19T 0191 1L78S £10°1 L8TOT POS'F 60L'6T 85LT SLENT AN 996°¢ 060°T S6TF1
8L IE 885°T 896 0Z9°1 LLESET €0¥ IS 068°C 908°¥1 ¥6¢ £ISS 88¢€ S50°T SL9 S6E'T
LL8'V6 r59°0 129°C SEOF OIT'ZL 85£°T 0TSt £9L'e 979°0F A £IT'9T SIT'T £76' 6ET'T ££6°9
FITEEY TLLFL UL 00S°E £50°07E SE6'S SEL18 0£¥'721 FIFBOI BISL LBE'TE 086 6F9°¥1 0Z6'T 8£8°01
TEO'E6H'E  EELE TLET T9€°7 SLYFIF'E 56 THR'ETI'T 6PLDL 619177 9ELT PIRFL L6T'TY 607" STL'E £69°s
986°0FF £95°91 SLITI SRe'S LTTEEE SLR'G IR0°CTH 8TO'LT ¥II'0ST [1154 96176 ETEII 8FGTI pIs's 19
6H9°G8T 9€T'ET L9's 95T 999°L07 9bE'S FALA 4 0T LITTPE 698° L¥LOL FEV'Y LIL'TE ety d £LF°6T
TEV'LGL'ES  6FEFEIS  PIR'OIIS STO¥T S SIS'RSLTS  £S6'99 §  FECYSS §  TISHIIS  PEI'968IS  9LS9L § SOL°C06 § 06945 §  LBGE'60FS  £68'6S B  S6I'OLES
sasmadxq WIS FmsteIpuny  jREIURD SNMARE  A[MJSSIIING Aayeg SIIOIE J SoliWie,]  SHOTPAULO) SINAIIG Samoy WONENSIA wgd ), SIFW)IEJ

e 310didng pue UONPUIAILY ooy POYD) 10§ Suong Apreay 103 Aoy UONEI0)SIY SISLE)  pasiundng ToYuAIIG] »

oL JumIFeaR [y 0], Smamg sImIEg Smppmg METY Amreeg Hedagheg EIVCOE T E) SIIRIR
Apunmmo))y Aumuumoe;)y [LaTAR
$IDAIIG TOTIUIAILY $AMAJIG NONEIC)IY Afroue,]
$3914.19¢ 110ddng SIMAIIG WEIS0A]

800¢ 0f fequmajdeg popue rea ]

sasuadxd TeUONoTNn ] JO JUIWIILIS

ou] Js[EaN pur asnqy pirgy dois

sajou Suplupdionon a8y

s95UdX0 RI0 ],
£39] Yueq pue dsuadxs jsazoyI]
asusdxa woneoatdac]

ssmadxa Jsazapm pue uoeandsp
21032q SasUAXD I0],
$1502 10O
sasegomd joourdmbs 1ougy
SBESAU—]2ABI],
QOUBTRIUTEUL PUE STrRday]
SR

QUUBINSU]
Bumurey) pue SSOTIIFUOD
suoydafa],

adejsod

suopearqnd pue Sugurig

s[ejem pme sarddng
SOOIALSS JOROUSD)
SMIuq Skodumg
Soxe} [[orked

SOLEES



<
SO0'COT L3 RRLOCES  L10L6ES  LLL8TIS £O0T1€C5S  0GP6Y §  0D0BSES  9SICESS  BSLCELPS  LEEIL$  OSTIO0IY LITIIE IS  6¥6.818 LCE¥CPS  6LILOZS  CIB I6W
788°+T 0STE oTt PILT 6L LL ¥ 8EY €817 766 85T LECE 1l T#<°T 0ES SH1T
207°LS L8L°OY Z6L°T $66°8€ 91TTE LEE 9.0°1 STLL 806757 780°1 880°1 0TI 91¢ b0 1€2°C +00°S
BLG'090°L 158°0.% £6L°631 850°L8 TSH06%'S 9L0%6¥ £hL95S €6L°6TS L9F0RTY £9T°FL 016°66 SLY'C6TT CTIEL8T TEEOTH 89E PO £99°68¥
GhL'6Y 8RET LES'T I3 39°cE 8L9 06E'] TEC'L 120751 0187 £5L LL9ET 8187 F6E'E 0181 £59°¢
[TAN BTEYS £59 1L9°LS S1E6e 6EF 68+°T TIsy +68°61 zIS'T 69 9£5'9 89€ SEPT 686 ¥RL'E
696 HH1 1£L°C (4 175°C £66°101 541 £5E°6T 5£8°e IFEBE 19 0086 $89°0F L8] 43 Lol FOTHE
6ZL'56 990°S 8£8'C 37TT TOLLY 968°T £80°9 L9E°TT +98°TH 509 988°1 oFLT L8ST 9£9°L LTy 896’8
0162 1491 £06 894, #8702 565 691 $88°C 106°E1 TEY 665 L¥TL 00¢ 9T £6¢’1 98T
(3854 080°¢ £LET LoLi LT5°6T £08 8967 190y 6250 £89 163 798701 S04 086'E 500°T (4744
£E8°EL 6L% 6L% - 068°L9 L8€ LISy 09128 TTEGE 621 £8¢ $9E°¢ L96 85¢°1 588 56T
L5669 05TT 0£9°1 079 £18°9F SO0°T TEER £28°s 0£E°LT olt'e £58 $68°91 TLET ISFE 7£6'T 6E£°0F
10.°0T 106 152 051 0ST°61 $8E ¥Tr1 14 17L°8 384 w1 055 1z€ £¥51 98 LI8°1
300°08 80T°% £’ 06L°T L1TLE LbST 5895 Le5°L §LL6E 956"t L1971 £89°3T 66L°E £L0°9 L8FE T,
SEOTTEE S60°SS 79L'Hs ££8 I¥He1e L69°T L99°91 GOLGOT L96'F8 LELY $99°C 66¥° €S PLFSE 01T 6LES Faa gl
TIRBTYT  0S5°T 6581 169 E0§9TET  0SET TELYIT  €9s°oF 656°050°7 L86°C ££E°T 69L°S0] 517 ¥S9°L BLITE S8ET]
TIHETE 1££°91 $98°01 L98°S £68°ETT ovee 6E6°6 SLS VT SEO'SLT 76671 TIL'S L7878 £36°8 £86°8 956 60£°5¢
TEOTHT 6501 31’6 9+l E0§° 29T 89¥T LPE'ST £LS0T zee's1T 19%°¢ 7E0°¢ STG'LY 6F0't 199°LT £19°11 209
T6F'650°E8  GLLGITS  +98°00IS sig’e § $16°101°78 89667 §  890°CEd  TT6°0SIS  I6O'RLFIS  TETFF § 8E9°59 § S6L°9T8 §  9TTIS §  99TRTES  I8TYPIS  ETOEOES
uﬁmﬂu_uim— SMARG Mﬂmw._ﬂ.-—un:rﬁ —Eo...—uwu SRARG h—.—ﬂmmmuuuﬁm hueu-“m mumumaa um ww_.—..naﬁ.m SUOJIIAN0T) WOLREIPH moqum WMy aonujIsiA WE], m.u@ﬂubw.m

1210F yoddng pue UOHUISILY [eoyag P 203 Suong Aqreay 103 Apme g ysnoanyp WO EIONEIY SIS pasiazang woguasraguy »

=I0L FLEY B0 TN =01, Junreg SRy  Smprmg WDNEY uoRuIAILY Aqure g Heargieg JAISUI UL SPEIIEJ
Ayummmo)y Apomunune;)y mo],
SNATIG WOPUIAIT J mquum ﬂaﬁﬁemuﬂm h—.m.ﬂn-wrm
5331134 Jxoddng SINAIS WEIZ0I]

L00Z 0 Joquuapdag papua w3y

sasuadxg [euonoung Jo SIS

"] ‘po[SaN pue ssnay pigD dorg

‘sapou Burfupduioson aag

sasusdxs [ejo],
533 JuRq pue 35uadxs 18210]
asuadxe noyernardaq

asuzdxa 1selsjur pue wonenordep
a10jaq S2SUAAXS [€10],
S1S00 1O
sasegamd yuemdmba 1oy
SFBa|M—pRARLY,
S0TETAITE PIE sreday
So0HR1

Eaucieng
Furures prE Sa0UIISI0)
smondaray

afmsod

saonesyqnd pue Sunuryy

spuaEn pue ssiddag
SODIAIDS JORNUOD)
spyauq aafordmyg
soxe) fforded

Saueey



Stop Child Abuse and Neglect, Inc.

Statements of Cash Flows

Year ended September 30

Operating activities
Increase (decrease) in net assets
Adjustments to reconcile increase (decrease)

in net assets to net cash used in operating activities:

2008

2007

$ (247,149) § 320,215

Noncash contribution of property and equipment - (19,979)
Depreciation 74,021 87,208
Amortization 1,215 1,213
Changes in operating assets and liabilities:
Government grants receivable (850,191)  (372,010)
Pledges receivable 22,311 (20,469)
Prepaid expenses 805 (3,345)
Accounts payable 239,662 (86,999)
Accrued expenses (144,155) 10,747
Beneficial interest in perpetual trust 63,905 (21,077)
Net cash used in operating activities (539,576)  (104,496)
Investing activities
Purchases of property and equipment (67,816) (63,088)
Net change in certificates of deposit (7,785) (40,000)
Net cash used in investing activities (75,601)  (103,088)
Financing activity—payment of long-term debt (33,667) (33,667)
Decrease in cash and cash equivalents (648,844) (241,251}
Cash and cash equivalents at beginning of year 1,379,412 1,620,663

Cash and cash equivalents at end of year

Cash and cash equivalents
Cash and cash equivalents
Cash and cash equivalents,
designated for Healthy Families program

See accompanying notes.

$ 730,568 $1.379.412

$ 182,225 § 363,785

548,343

1,015,627

S 730,568 $1.379.412




Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements

September 30, 2008

1. Organization and Summary of Significant Accounting Policies
Organization

Stop Child Abuse and Neglect, Inc. (SCAN) was established in the state of Indiana. SCAN’s
mission is to eliminate the abuse and neglect of children through family services, education and
community partnerships.

SCAN has two primary service areas: Prevention and Family Restoration. The Prevention
programs include Healthy Families, Family Connections, Community Partners for Child Safety
{under the program names of the Network for Safe Families and Community Partners for Safe
Families), Building Strong Families, and Starting School Successfully, The Family Intervention
programs include Intensive Intervention Team (IIT), Parents & Partners, Supervised Visitation,
and Daybreak Crisis Homes.

Healthy Families—SCAN’s Healthy Families program is a part of the Community Alliance for
Healthy Families, a four-agency collaboration that oversees the Healthy Families program in
Allen County. The Healthy Families program helps prevent abuse and neglect by working one-
on-one with overwhelmed families that are struggling to balance raising children with life’s
demands. Targeted to help parents of newborn children, Healthy Families enrolls parents during
pregnancy or immediately after the birth of their child. Most parents are screened in the hospital,
and if they show signs of being overwhelmed, are offered the program. One-on-one, in-home
services begin weekly and can last up to five years. The Healthy Families program works with
parents to teach appropriate discipline, to review child development and age-appropriate
expectations of children, to assist parents in building a strong network of support from family,
neighbors, and churches; to help parents develop budgeting, time-management, and stress-
management skills to better balance parenting and home-management, and to link families to
community resources for health care, financial aid, food, housing, school-readiness, child care,
job training, substance-abuse treatment and other mental health assistance.

Family Connections—Family Connections offers programs to help people address conflict and
changing family situations due to a divorce, separation, or paternity issue. Programs include Pre-
Divorce workshops, Kids & Divorce workshops, Parenting Coordination, Supervised Parenting
Time, and Conflict groups. Some of these programs require a judge’s order, others are
completely voluntary.



Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Organization {(continued)

Community Partners for Child Safety (The Network for Safe Families and Community
Partners for Safe Families)—The Community Partners for Child Safety is a state initiative
designed to help families before they cross the line into child abuse or neglect. Through the
Network and Community Partners programs, SCAN works with other local social service
agencies to offer parents help with situations that are interfering with their ability to manage their
families. The goal of these programs is io provide families with in-home, one-on-one services
that strengthen the family and prevent child abuse or neglect. Network and Community Partners
services are offered by expert providers in every county it serves. In addition, SCAN operates a
Community Outreach and Education program within these programs to increase awareness of the
programs and other child abuse and neglect prevention. The Network serves families living in
Adams, Allen, DeKalb, Huntington, LaGrange, Noble, Steuben, Wells, and Whitley. Community
Partners offers help to families living in the following counties: Elkhart, Kosciusko, Marshall,
and St. Joseph,

Building Strong Families—Through the Healthy Families program, SCAN offers Healthy
Couples, a program for moms and dads together who are expecting a baby, or who have just had
welcomed a newborn into their lives. As part of the federal government’s Building Strong
Families initiative, Healthy Couples encourages long-term commitment between parents. This
program teaches participants how to build trust and improve communication for a healthier
relationship, learn skills necessary to be nurturing parents, and address financial, health,
employment and family pressures in a productive way.

Starting School Successfully (S3)—A partnership between SCAN and the United Way of Allen
County, S3 works with immigrant and refugee families who are non-English speaking and non-
Hispanic to ensure that their children are prepared for school in Indiana. Through a strategic
planning process, it was found that many preschool-aged children and their mothers live quite
isolated lives. This lack of exposure to the English language and expectations of the Fort Wayne
community leaves these children at great disadvantage, causing short-term and long-term
problems for these families and the community. S3 provides home-based services to refugee and
immigrant families, Family support workers who are fluent in the clients’ language help stabilize
the familics, connect clients with basic resources including health care, food, shelter,
transportation and clothing, and provide translation/interpretation services for these families as
they interact in the community.



Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Organization (continued)

Intensive Intervention Team (IIT)—This in-home team provides immediate crisis and
emergency intervention to families when they are being investigated for child abuse and/or
neglect, or to families who have a runaway or truant child.

Parents & Partners—A court-ordered program, Parents & Partners works with parents who
have abused or neglected their children. Our staff works with a family at home to establish
stability and teach them how to end the cycle of violence in their lives. They:
¢ Support the family through crisis and stress.
» Teach the difference between discipline and punishment.
» Teach parents skills to ensure their child’s safety.
* Provide instruction, guidance and role-modeling of appropriate parenting and home-
management skills.
Work to reunite families when children can be safe at home,
¢ Update the child welfare caseworker on the family’s home environment. Parents &
Partners team members assess a family’s situation, develop a plan to help the family, and
supervise the family’s progress in achieving their goals. In addition, we assist clients
with job search, child development/care, attending counseling, furthering education,
communication, budgeting, and nutrition/menu planning,

Supervised Visitation—Supervised Visitation offers abused and neglected children a safe place
to visit their parents, siblings, grandparents, and relatives. This program plays a crucial role in
establishing or improving the bond between children and their families. Visits usually begin in
SCAN’s offices and can progress to in-home visits.

Daybreak Crisis Homes—SCAN’s Daybreak Crisis Homes offers emergency short-term care
for Allen County children whose parents are in crisis and have no one else to care for their
children. Primarily serving newborns and children to 10 years of age, Daybreak can also accept
older siblings. Children of other ages are approved on a case-by-case basis.

SCAN is exempt from federal income taxes under Section 501(c)(3) of the United States Internal
Revenue Code, and qualifies for the 50 percent charitable deduction limitation, SCAN has been
classified as an organization that is not a private foundation under Section 509(a) of the Internal

- Revenue Code.
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Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Cash and Cash Equivalents and Certificates of Deposit

All highly liquid investments with a maturity of three months or less when purchased are
considered to be cash equivalents. SCAN maintains cash accounts and certificates of deposit at
local financial institutions. From time to time during the year, SCAN’s cash accounts exceeded
federally insured limits,.

Property and Equipment

Property and equipment are stated at cost or if donated, at fair market value at date of donation,
except for building and equipment that has been impaired. For impaired assets, the carrying
amount is reduced to the estimated fair market value. There were no impaired assets as of
September 30, 2008 and 2007. Property and equipment with a cost of $2,500 or more and a
useful life of one year or more are capitalized. Depreciation is computed by the straight-line
method over the following estimated useful lives:

Land improvements 10 years
Building 25 years
Office equipment and furnishings 3 —7 years

Expenditures for normal repairs and maintenance are expensed when incurred.

Net Assets

Net assets are allocated to and accounted for based upon the donor’s intended purpose.
Unrestricted net assets have no donor-imposed restrictions placed upon them. In addition, SCAN
has received certain net assets for specific purposes or for later periods of time or after specified
dates, and these amounts are reported as temporarily or permanently restricted net assets.
Temporarily restricted net assets include amounts whose use is limited by donor imposed
stipulations that can be met and removed by actions of SCAN pursuant to those stipulations,
occurrence of a stated event, or passage of a specified time period. When donor imposed
restrictions are met, temporarily restricted net assets are reclassified to unrestricted net assets and
reported in the statements of activities and changes in net assets as net assets released from
restrictions. Permanently restricted net assets include amounts whose use is limited by donor-
imposed restrictions which stipulate that resources be maintained permanently, but permits
SCAN to expend part or all of the income derived from the donated assets for either unrestricted
or temporarily restricted purposes. Resources arising from the results of operations or assets set
aside by the Board of Directors are not considered to be donor restricted.
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Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements {continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Contributions and Pledges Receivable

Contributions, including gifts, bequests, pledges, and other unconditional promises to give,
without restrictions or stipulations are recorded as support (revenue) in the period received.
Contributions are reported as temporarily restricied or permanently restricted support if they are
received with donor imposed stipulations that limit their use. If a donor restriction expires in the
same reporting period that the contribution was made, such contribution is reported as an
unrestricted contribution in the statements of activities and changes in net assets.

Conditional promises to give are recognized when the conditions on which they depend are
substantially met.

Contributions of assets other than cash are recorded at their fair market value. SCAN reports
gifts of property and equipment as unrestricted support unless explicit donor stipulations specify
how the donated assets must be used. Gifts of long-lived assets with explicit restrictions that
specity how the assets are to be used and gifts of cash or other assets that must be used to acquire
long-lived assets are reported as temporarily restricted support. Absent explicit donor
stipulations regarding how long those long-lived assets must be maintained, SCAN reports
expirations of donor restrictions when the donated or acquired long-lived assets are placed in
service. SCAN reclassifies these temporarily restricted net assets to unrestricted net assets at that
time.

SCAN provides an allowance for doubtful accounts, which is based on historical collection
experience and management’s estimate of the losses that will be incurred in the collection of all
receivables. As of September 30, 2008 and 2007, no allowance for doubtful accounts was
deemed necessary.

Contributions of services are recognized as revenue if the services received (a) create or enhance
non-financial assets or (b) require specialized skills, are provided by individuals possessing those
skills and typically need to be purchased if not provided by donation. During the years ended
September 30, 2008 and 2007, the fair market value of contributed goods and services
recognized as revenue and expense in the accompanying statements of activities and changes in
net assets were $16,419 and $110,0035, respectively.

11




Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

1. Organization and Summary of Significant Accounting Policies (continued)
Government Grants

Support funded by government grants is recognized as SCAN performs the contracted services
pursuant to grant agreements. Grant revenue is recognized as earned as the eligible expenses are
incurred. Grant expenditures are subject to audit and acceptance by the granting agency and, as a
result of such audit, adjustments could be required. The government grants were received from
the Indiana Department of Child Services pursuant to programs, primarily temporary assistance
for needy families, awarded by the United States Department of Health of Human services.

Functional Allocation of Expenses

The cost of providing the program and other activities has been summarized on a functional basis
in the accompanying statements of activities and changes in net assets. Accordingly, certain
costs have been allocated among the program and supporting services benefited.

Use of Estimates

Preparation of the financial statements in conformity with accounting principles generally
accepted in the United States requires management to make estimates and assumptions that affect
the reported amounts in the financial statements and accompanying notes. Actual results could
differ from those estimates.

2. Beneficial Interest Trust (Perpetual Trust)

SCAN has a beneficial interest in a perpetual trust administered by an outside party. Pursuant to
the terms of the trust, SCAN has the irrevocable right to receive income earned on the trust assets
in perpetuity, but will never receive the assets held in trust. The estimated value of SCAN’s
beneficial interest in the perpetual trust was $222,847 and $286,752 at September 30, 2008 and
2007, respectively, which represents the fair market value of SCAN’s proportional interest in the
trust assets.

12



Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

3. Debt Arrangements

Long-term debt consists of the following:

September 30
2008 2007

Indiana Economic Development Revenue Bond,

Series 2000 (SCAN, Inc. building project), variable

interest that is 76 percent of prime rate, (3.8 percent

at September 30, 2008) payable in monthly payments

of $2,806 plus interest, collateralized by the building $ 93437 §$ 127,104
Less current portion 33,667 33,667

$ 59,770 § 93,437

Maturities on the long-term debt as of September 30, 2008 are as follows:

2009 $ 33,067
2010 33,667
2011 26,103

$ 93,437

Pursuant to a revolving line of credit arrangement with a bank, SCAN may borrow up to
$100,000 subject to certain terms and conditions. This line of credit arrangement is secured by
SCAN’s equipment, accounts receivable, and certain other assets. The line of credit arrangement
bears interest at the prime rate (5 percent at September 30, 2008), which is due and payable
monthly, There were no borrowings pursuant to this line of credit arrangement at September 30,

2008 and 2007,

Interest paid was $5,409 and $9,200 for the years ended September 30, 2008 and 2007,

respectively.

13




Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements (continued)

4, Net Assets

Unrestricted net assets are as follows:

September 30
2008 2007
Equipment, Healthy Families $ 29,287 § 53,217
Community Alliance for Healthy Families Fund 1,057,780 791,550
Quasi-endowment funds 38,239 38,239
General operating funds 1,728,023 2,095,375

$ 2,853,329 § 2,978,381

Unrestricted net assets include the following general and Board of Directors (Board)-designated

assets and liabilities of SCAN.

e Equipment, Healthy Families represents the net book value of equipment acquired

through funding by the Community Alliance for Healthy Families.

e Community Alliance for Healthy Families Fund consists of the accumulated funds

generated from the Healthy Families program.

e Quasi-endowment funds consist of Board-designated assets set aside for the

establishment of a permanent endowment.

¢ General operating funds consist of unrestricted assets that are available for support
SCAN’s operations.

Temporarily restricted net assets are to be used for the following purposes:

of

September 30
2008 2007
Children’s Garden $ 6287 $§ 25483
Children’s playground - 38,996

$ 6,287 $ 64,479

14




Stop Child Abuse and Neglect, Inc.

Notes to Financial Statements {(continued)

4. Net Assets (continued)

Permanently restricted net assets are restricted to:

September 30
2008 2007
Endowment $ 5000 § 5,000
Beneficial interest in perpetual trust 222,847 286,752

$ 227,847 § 291,752

Net assets released from donor restrictions as a result of incurring expenses to satisfy the
restricted purposes or by occurrence of other events specified by donors were as follows:

Year ended September 30

2008 2007
Children’s Garden $ 32,696 $§ 7,250
Equipment purchases and other renovations 38,996 25,009

$ 71,692 § 32259

5. Employee Benefits

SCAN maintains a 403(b) employer coniributory tax-deferred annuity plan for the benefit of
substantially all of its employees, which allows for both employee and employer coniributions.
SCAN’s contribution consists of a matching contribution of 100 percent of employee
contributions, up to 2 percent of eligible employee compensation. SCAN’s contribution to the
plan was $39,837 and $29,350 for the years ended September 30, 2008 and 2007, respectively.

6. Related Party Transactions
Certain members of the Board of Directors are employed by companies providing construction,

banking, insurance, and other services to SCAN. The fees paid to these companies were based
on customary and reasonable rates for such services.
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January 15, 2009

Finance Committee
Stop Child Abuse and Neglect, Inc.

Dear Members of the Finance Committee;

We are pleased to present the results of our audit of the financial statements of Stop Child Abuse and
Neglect, Inc. (SCAN) for the year ended September 30, 2008. The financial statements were the
responsibility of management, and we expressed an opinion on those financial statements based on
our audit procedures concerning their conformity with accounting principles generally accepted in
the United States. We conducted our audit in accordance with auditing standards generally accepted
in the United States and the standards applicable to financial audits contained in Government
Auditing Standards, issued by the Comptroller General of the United States. We conducted the audit
with the objectivity and independence that you, and the entire Board of Directors, expect.

In accordance with Govermment Auditing Standards, we have also issued our report on our
consideration of SCAN’s internal control over financial reporting and 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 the internal
control over financial reporting or on compliance. That report is an integral part of an audit
performed in accordance with Government Auditing Standards and should be considered in assessing
the results of our audit.

In prior meetings with management, we discussed the timing and scope of our engagement, the report
we intended to issue and areas of audit emphasis. We considered SCAN’s current and emerging
business needs, 2008 transactions of significance, along with an assessment of risks that could
materially affect the financial statements, and aligned our audit procedures accordingly. We received
excellent support and timely assistance from SCAN’s personnel and the timing of the audit was
conducted as planned.

This Report to the Finance Committee summarizes the completion of our audit, presents our report
on internal control, discusses our Finance Committee communications suggested by auditing
standards, and presents other information. As requested, we will also walk through the financial
statements with you, focusing on SCAN’s financial condition, results of operation, changes in net
assets, and cash flows and what you, and the Board of Directors, should be focusing on when
reviewing the financial statements of nonprofit organizations.

4630-8 WEST JEFFERSON BOULEVARD, FORT WAYNE, INDIANA 46804 PHONE 260 436-9500 FAX 260~ 436-8765




Finance Committee
Stop Child Abuse and Neglect, Inc. January 15, 2009

This report is intended solely for the use of the Finance Committee, Board of Directors and
management, and should not be used for any other purpose. We appreciate this opportunity to meet
with you.

Sincerely,

Thomas J. Skiba
Partner

Copy to Rachel Tobin-Smith, Executive Director
Jeffrey W. Griggs, Business Administrator
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Stop Child Abuse and Neglect, Inc.

SCAN’s Mission

To eliminate the abuse and neglect of children
through family services, education, and community
partnerships.

SCAN, Inc. was founded in 1974 by Charlotte Salinger and a dedicated group of volunteers to
stop the ever-increasing problem of child abuse and neglect in northeast Indiana. The agency’s
sole mission was to prevent child abuse and neglect and it offered three primary service areas:
1) the Parent Aide project, in which volunteers were paired with parents in crisis to help prevent
child abuse and neglect; 2} a crisis hotline for parents who needed assistance; and 3) public
education on what abuse and neglect are,

Today, 34 years later, SCAN remains the only agency in northeast Indiana with the sole mission
of preventing child abuse and neglect. Currently, SCAN offers the following program services:

Prevention Through Education (PTE)
Parenting Classes

Specialty Parenting Classes

Intensive Intervention Team (IIT)
Parents + Partners

Supervised Visitation

Healthy Families

Daybreak Crisis Homes

The Network for Safe Families
Community Partners for Safe Families

<4< ¢ €< €< € <€ <€ <€ < <

Currently there are no other agencies with the sole mission of preventing abuse or neglect in
northeast Indiana. SCAN regularly works with Easter Seals/ARC, Community Action of
Northeast Indiana, Lutheran Social Services, Inc., the Allen County Office of Family and
Children, Family and Children’s Services, and more than a dozen other social service
organizations in the region.
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idit Besyults and C

munications

Audit timing (December 2008-January 2009) and communications.

Financial statements and other reports

By-products of the audit process—improvements in internal controls and operating
procedures, improved financial reporting, discussion of best practices, and an ongoing
external resource for management

The key accounting literature applicable to nonprofit organizations such as the SCAN
includes:

»

>
>

Y V VYV

FASB Statement No. 116, Accounting for Contributions Received and
Contributions Made ‘
FASB Statement No. 117, Financial Statements of Not-for-Profit Organizations

FASB Staff Position No. 117-1, Endowments of Not-for-Profit Organizations:
Net Asset Classification of Funds Subject to an Enacted Version of the Uniform

Prudent Management of Institutional Funds Act, and Enhanced Disclosure for
All Endowment Funds

FASB Statement No. 124, Accounting for Certain Investments Held by Not-for-
Profit Organizations

FASB Statement No. 136, Transfers of Assets to a Not-for-Profit Organization
or Charitable Trust That Raises or Holds Contributions for Others

AICPA Audit and Accounting Guide, Not-for-Profit Organizations

AICPA Audit and Accounting Guide, Government Auditing Standards and
Circular A-133 Audits

AICPA Audit Risk Alert, Not-for-Profit Organizations

U.S. Government Accountability Office (GAO) Government Auditing Standards
2007 revision (2007 Yellow Book)

OMB Circular A-133, Audits of States, Local Governments and Nonprofit
Organizations

OMB A-133 Compliance Supplement (2008 edition)

Other government publications

New auditing standards promulgated by the AICPA (audit documentation, risk

assessments, communicating internal control matters, auditors’ communication
with those charged with governance).
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Stop Child Abuse and Neglect, Inc.

i

Our scope of services included the following items:

o Audit the financial statements of SCAN for the year ended September 30, 2008,
including our expressing an opinion on the fairness, in all material respects, of
the presentation of the financial statements in conformity with accounting
principles generally accepted in the United States.

» Single Audit Report and Schedule of Expenditures of Federal Awards:;
» Schedule of expenditures of federal awards

» Independent auditors’ report on internal control over financial reporting
and on compliance and other matters based on an audit of the financial
statements performed in accordance with Government Auditing Standards

» Independent auditors’ report on compliance and internal control over
compliance with requirements applicable to major federal awards
programs and schedule of expenditures of federal awards

» Schedule of findings and questioned costs (no matters are reportable)

» Summary schedule of prior audit findings (no matters are reportable)

e Communicate fraud, errors, and illegal acts, if any, on a timely basis.

¢ Provide recommendations to management to improve controls and operating
procedures.

¢ Communicate audit results and provide other observations to the Finance
Committee and Board of Directors.

Note: Management prepares Federal Form 990, Indiana Form NP-20, personal
property tax returns, and other tax returns.

We are a member of the AICPA Governmental Audit Quality Center—our firm’s
commitment to audit quality for governmental audits, including those performed
under the Single Audit Act Amendments of 1996 and OMB Circular A-133,
Audits of States, Local Governments and Non-Profit Organizations (referred to as
single audits).
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The areas of audit emphasis included the following:

Cash and cash equivalents and certificates of deposit.

Beneficial interest in a perpetual trust and Community Foundation of Greater Fort
Wayne Inc.

Grants, pledges and other receivables and collectibility thereof.

Property and equipment, including internal accounting therefor,

Other current assets and liabilities, including accounts payable and accrued expenses.
Long-term debt, including compliance with terms, conditions, and covenants.
Accounting for temporarily and permanently restricted net assets, earnings thereon,
and compliance with and satisfaction of restrictions and requirements imposed by the
donor.

Contributions and government grants, including compliance with terms and
conditions of individual donors and grants.

Compensation and other employee benefit expenses.

Program expenses and compliance with terms and conditions of grants.

Subrecipients and management oversight thercof:
» Community Action of Northeast Indiana, Inc.
» Lutheran Social Services.
» The ARC of Northeast Indiana, Inc. (d/b/a Easter Seals ARC of Northeast
Indiana, Inc.).
Functional classification of expenses.
Commitments and contingencies.
Related party accounts and transactions.
Errors, fraud, and illegal acts.

Compliance with laws and regulations. Nonprofit organizations are experiencing
increasing regulatory oversight. 2008 Form 990 significantly revised and expanded.
Section 403(b) plan requirements.
Financial reporting, including accounting presentation and disclosure requirements
Other areas of interest:

» Review of internal controls and operating procedures.

» Tax exempt status.

» Communications with governing body.




HAINES, ISENBARGER & SKIBA, LLC

SEETIELRD PO AOCOU N TANTER

Stop Child Abuse and Neglect, Inc.

nunications

Auditing Standards promulgated by the AICPA (revised by Statements on Auditing Standards
No. 114, issued in December 2006) require the auditor to communicate significant matters
related to the financial statement audit that are, in the auditors’ professional judgment, relevant to
the responsibilities of those charged with governance (e.g. Audit or Finance Committee) in
overseeing the financial reporting. Below we summarize these required communications,

Area

Comments

Auditors”  Responsibilities  under  United
States  Generally  Ageepted  Auditing
Standards

e The financial statements are the

responsibility of management. Our audit
was designed in accordance with anditing
standards generally accepted in the United
Staies 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,
rather than absolute, assurance about
whether the financial statements are free
of material misstatement. We have a
responsibility to opine on whether the
financial statements are fairly stated, in all
material respects, in accordance with
accounting principles generally accepted
in the United States. As part of our audit,
we obtained a sufficient understanding of
internal controls to plan our audit and to
determine the nature, timing, and extent of
testing performed.

e We have issued an unqualified opinion

on SCAN’s financial statements for the
year ended September 30, 2008. In
accordance with Government Auditing
Standards, we have also issued our
report on our consideration of SCAN’s
internal control over financial reporting
and 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
the internal control over financial
reporting or on compliance. That report
is an integral part of an audit performed
in accordance with Government Auditing
Standards and should be considered in
assessing the results of our audit. The
management of SCAN has
acknowledged its responsibility for
establishing and maintaining effective
internal control, for properly recording
transactions in the accounting records,
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SCAN

Stop Child Abuse and Neglect, Inc.

ications (continued)

Aren Comments

Auditors'  Responsibilites  under  United
States  Generally  Accepted  Auditing
Standards {continusd)

for safeguarding assets, and for the
overall fair presentation of the financial
statements and  other  financial
information. Management of SCAN also
is responsible for identifying and
ensuring that SCAN complies with the
laws and regulations applicable to its
activities. The management of SCAN is
responsible  for  establishing  and
maintaining effective internal control
over compliance with requirements of
laws, regulations, contracts, and grants
applicable to federal programs. The
audit of the financial statements does not
relieve management or those charged
with governance of their responsibilities.

Significant Accounting Policies

o Initial selection of and changes in e There were no initial selections of, or
significant accounting policies or their changes in, the application of accounting
application and new accounting and and reporting standards. Newly issued
reporting standards during the year must accounting standards had minimal
be reported. impact on the financial statements.

Our  Judgmenis About the Quality and

Acceptability  of  SCAN's  Significant

Accounting Principles

e We discuss our judgments about the e SCAN’s accounting policies were
quality, not just the acceptability, of appropriate, consistently applied and

accounting policies as applied in the
financial reporting, including consistency
of the accounting policies and their
application and the clarity and
completeness of the financial statements
and related disclosures.

properly (clearly) disclosed. SCAN has
properly accounted for grant and donor
provided funds and changes in those
designated as temporarily or
permanently restricted.
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Regulr

Aren

communications (continued)

Comments

Management  Judgments and  Accounting
Estimates

e The preparation of financial statements
requires the use of accounting estimates.
Certain estimates are particularly sensitive
due to their significance to the financial
statements and the possibility that future
events may differ significantly from
management’s expectations. We assess
the methodologies or processes used and
the basis of evidence for matters requiring
judgment and estimates by management.

Recorded aid Unrecorded Audi
Adjustments

e Methodologies used and evidence

considered has lead to reasonable
estimates and disclosures in the financial
statements. Estimates include the useful
lives of property and equipment,
valuation of certain assets (e.g.
beneficial interest in perpetual trust) and
certain accrued expenses.

There were no significant unadjusted
audit differences that were material to
the financial statements for the year
ended September 30, 2008. In
conjunction with the audit process, it
was necessary to record certain audit
adjustments. We encourage manage-
ment to record those routine or recurring
audit adjustments into its normal

{(regular) year end close process. During

the audit process, the following adjusting

journal entries were recorded:

e (onsolidating the  Community
Alliance for Healthy Families
program activity for the year and
related elimination entries.

e Recording the change (decrease) in
value of beneficial interest in a
perpetual trust ($63,904).

¢ Recording amortization of bond
issuance costs ($1,214).

¢ Recording accrued contract labor
payable and government grants
receivable of $192,460, No impact
on net assets or change therein.
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Ares

iunications (continu:

Comments

Recorded and Unrecorded Audit
Adjustments {continued)

Signifieant Risks and  Expenses  and
Upncerlainties, such as pending lilgation
that are discloged 1n  the finaneial
statements

Oither Finanelal Information

Relative to unrecorded audit adjust-
ments, three items with a favorable
impact on net assets of $4,681 which
management believes was not material
(and we concur) to the financial
statements. One item related to payroll
earned but not accrued at year end of
$8,328. The other items related to the
unrecorded beneficial interest in the
Community Foundation of Greater Fort
Wayne Inc. of $7,409 and $5,600 more
in grant reimbursement subsequently
received due to favorable rate change in
effect at year end.

¢ None

e The accompanying schedule of
expenditures of federal awards is
presented for purposes of additional
analysis as required by OMB Circular
A-133 and is not a required part of the
basic financial statements, Such
information has been subjected to the
procedures applied in the audit of the
basic financial statements and, in our
opinion, is fairly stated, in all material
respects, in relation to the basic financial
statements taken as a whole.

10
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Aren

{continued)

Comineits

Disagreements with  Management  on
Pimancial  Accounting, Reporting,  and
Compliance Matiers

Significant  Issues  Discussed  with
Management, ineluding those in conngction

with the Initial or recurring retention of

Halnes, lsenburger & Skiba, LLC as
auditors,

Consultation with Other Aceountants

Stgnificant Ditficulties During the Audit

Fraud and Hlegal Acts

Material Weaknesses in Infernal Contiols

Compliance and Other Matters

None

None

None of which we are aware.

None. Management was  very
cooperative and we had access to all
records and documents necessary to
perform the audit procedures.

We are not aware of any instances of
fraud or illegal acts.

We noted no matters involving the
internal control over financial reporting
and its operations that we considered to
be material weaknesses. We also noted
no matters involving the internal control
over compliance and its operation that
we consider to be material weaknesses.

As part of obtaining reasonable
assurance about whether SCAN’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. The results of our

11
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uire unications (continu
Aren Commients
Compliance and Other Matters (continued) e tests disclosed no instances of

noncompliance or other matters that are
required to be reported wunder
Government Auditing Standards. In our
opinion, SCAN complied, in all material
respects, with the requirements described
in the U.S. Office of Management and
Budget (OMB) Circular  A4-133
Compliance  Supplement  that  are
applicable to each of its major federal
programs  for the year ended
September 30, 2008.

Compliance and Other Matiers e As part of obtaining reasonable
assurance about whether SCAN’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. The results of our
tests disclosed no instances of
noncompliance or other matters that are
required to be reported under
Government Auditing Standards. In our
opinion, SCAN complied, in all material
respects, with the requirements described
in the U.S. Office of Management and
Budget (OMB)  Circular  A4-133
Compliance  Supplement  that  are
applicable to each of its major federal
programs for the year ended
September 30, 2008.

12
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Aren

ions (continued)

Comments

Findings and  Questioned Costs—Major
Federal Award Programs Audit

Compliance with Debt Covenants

Iteritn Financial Information and Internal
Controls

Auditor Independence

There were no reportable financial
statement findings.

There were no reportable major federal
award programs findings or questioned
costs.

We noted no matters of noncompliance
with the terms of the line of credit or
other long-term debt.

We are not required to and do not
perform timely quarterly reviews as
required by Auditing Standards as they
relate to public companies.

We are not aware of any relationships
between Haines, Isenbarger & Skiba,
LLC and SCAN that, in our professional
Jjudgment, may reasonably be thought to
bear on our independence. Relating to
our audit of SCAN, we are independent
certified public accountants with respect
to SCAN within the meaning of the
applicable published pronouncement of
the AICPA Independence Standards and
OMB Circular A-133.
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onsideration of Fraud in 2 Financial

In October 2002, the Auditing Standards Board (ASB) of the AICPA issued Statement on
Auditing Standards (SAS) No. 99, Consideration of Fraud in a Financial Statement Audit, which
supersedes SAS 82, SAS 99 was issued to heighten the awareness of auditors to the potential for
fraud when planning and executing audits. SAS 99 also encourages increased professional
skepticism and provides additional guidance for auditors in fulfilling their responsibility related
to detecting fraud in a financial statement audit. SAS 99 does not change our responsibilities as
auditors. Under SAS 99, we are responsible for planning and performing the audit to obtain
reasonable assurance about whether the financial statements are free of material misstatement,
whether caused by error or by fraud. However, the extent of required procedures related to the
detection of fraud has increased. We approach all audits with an understanding that fraud could
occur in any company or organization at any time, and could be perpetrated by anyone.
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New Standards Issued by the AICPA’s Auditing Standards Board

Statements on Auditing Standards (SAS) are issued by the AICPA’s Auditing Standards Board
(ASB). Rule 202 of the AICPA’s Code of Professional Conduct requires adherence to the
applicable generally accepted auditing standards (GAAS) promulgated by the AICPA. Rule 202
recognizes SASs as interpretations of GAAS and requires that members be prepared to justity
departures from such statements,

Eight New SASs: The “Risk Assessment SASs”

In March 2006, the ASB issued eight new SASs that relate to the auditor’s assessment of risk in
a financial statement audit. These standards, referred to as the “Risk Assessment SASs,”
establish the requirements and provide guidance about the auditor’s assessment of the risk of
material misstatement in financial statements, whether caused by error or fraud. These standards
also establish requirements and provide guidance about the design and performance of audit
procedures performed in response to the assessed risks. Furthermore, the new Risk Assessment
SASs (SAS Nos. 104-111) establish standards and provide guidance about planning and
supervision, the nature of audit evidence, and evaluating whether the audit evidence obtained
provides a reasonable basis for the auditor’s opinion. These SASs, are affective for audits of
financial statements for periods beginning on or after December 15, 2006. Earlier application is
permitted.

The eight new Risk Assessment SASs include the following:

1. SAS No. 104, Amendment to SAS No. 1, Codification of Auditing Standards and
Procedures, “Due Professional Care in Performance of Work”

2. SAS No. 105, Amendment to SAS No. 95, Generally Accepted Auditing Standards
3. SAS No. 106, Audit Evidence

4. SAS No. 107, Audit Risk and Materiality in Conducting an Audit

5. SAS No. 108, Planning and Supervision

6. SAS No. 109, Understanding the Entity and Its Environment and Assessing the Risks of
Material Misstatement

7. SAS No. 110, Performing Audit Procedures in Response to Assessed Risks and
Evaluating the Audit Evidence Obtained

8. SAS No. 111, Amendment to SAS No. 39, Audit Sampling
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New Standards Issued by the AICPA’s
Auditing Standards Board (continued)

These SASs were first issued as exposure drafts in December 2002, initially in response to the
August 2000 report of the Public Oversight Board Panel on Audit Effectiveness that included,
recommendations with respect to assessing inherent risk, assessing control risk, and linking the
risk assessments to substantive procedures. In addition, recent major corporate failures have
undermined the public’s confidence in the effectiveness of audits and led to an intense scrutiny
of the work of auditors, and the new guidance has been influenced by these events.

The ASB worked closely with the International Auditing and Assurance Standards Board
(IAASB) of the International Federation of Accountants (IFAC) in developing these standards.

Thus, the new SASs are representative of the effort among standard setters to promote the
convergence and acceptance of an international set of auditing standards. The ASB believes that
the requirements and guidance provided in the Risk Assessment SASs will result in a substantial

change in audit practice and in more effective audits. The new SASs change the audit process as
follows:

e Expand the quality and depth of the auditor’s required understanding of the entity and its
environment, including its internal control—The standards require the auditor to obtain
an understanding of a significantly expanded set of information about specific elements
of the entity and its environment. The purpose of the required understanding of this
broadened set of information about the client and its environment is to enhance the
auditor’s ability to identify and assess risks that may lead to material misstatements in the
financial statements. The auditor is required to perform risk assessment procedures in ail
audits to obtain an understanding, including updated information obtained in prior audits
that the auditor intends to use in the current audit. The expanded understanding about the
client and its environment should also be helpful to the auditor throughout the audit when
making judgments about materiality and when critically evaluating audit evidence,

o Requires the auditor to assess the risks of malerial misstatements at the financial
statement level and at the assertion level on all audits based on the understanding
obtained—The new SASs note that assessing risks of material misstatements
encompasses a combined assessment of inherent risk and control risk. The new SASs
eliminate the auditor’s ability to assess “risk at the maximum” without support for that
assessment. Thus, auditors will be required to support all risk assessments at whatever
level, including risks at the maximum, based on their understanding of the entity and its
environment. In addition, the new SASs require the auditor to identify “significant risks”
(defined later in this chapter) that require special audit consideration, and risks for which
substantive procedures alone will not reduce audit risk to an appropriate level.

16




HAINES, ISENBARGER & SKIBA, LLC %N
PRI E I Eer P il ot AT O N T AREY Y

- Stop Child Abuse and Neglect, Inc.

New Standards Issued by the AICPA’s
Auditing Standards Board (continued)

Eliminates the “default to maximum” for control risk, which should encourage testing of
controls—Auditors will no longer be able to assess control risk “at the maximum”
without support for that assessment. Thus, that kind of audit approach can no longer be
used as a default audit strategy. Instead, auditors must document the basis for a control
risk at maximum assessment. The ASB believes this will encourage the testing of
controls in all audits. In addition, the new SASs expand the auditor’s requirement to
understand internal controls in every audit by also requiring the auditor to evaluate the
design of controls, including relevant control procedures over “significant risks,” and to
determine whether those control procedures have been implemented.

Emphasizes importance of the entity’s risk assessment process—The new SASs
emphasize that when the auditor identifies potential risks of material misstatements in the
financial statements, it is important for the auditor to consider the entity’s risk assessment
process. To assist the auditor with this consideration, the new SASs discuss how the
entity’s risk assessment process fits in with the entity’s process of setting objectives and
strategies and assessing related business risks. When the auditor identifies risks of
material misstatements that the entity’s risk assessment processes failed to detect, the
new SASs require the auditor to consider why the process failed and whether the process
is appropriate in the circumstance.

Strengthens the linkage between assessed risks and the auditor’s responses to those
risks—Because auditors frequently struggle with designing an appropriate audit response
to risks identified, the new SASs contain expanded guidance designed to significantly
improve the auditor’s ability to effectively address the identified risks. Auditors are
required to determine both an overall response to address the risks of material
misstatements at the financial statement level and a response to assess risks of material
misstatements at the assertion level. The new guidance emphasizes the importance of the
nature of the audit procedures in responding to assessed risks, The new SASs also
require the auditor to perform substantive procedures for “significant risks.” These
substantive procedures consist of tests of details alone or tests of details combined with
substantive analytical procedures that are specifically responsive to the identified risks.
If the auditor plans to rely on the operating effectiveness of controls to mitigate a
significant risk, the auditor is required to obtain all evidence about the operating
effectiveness of those controls from tests of controls performed in the current period (i.e.,
cannot conclude that they are operating effectively based on tests of controls performed
in prior audits when the auditor also determined the controls did not change since that
testing).
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New Standards Issued by the AICPA's
Auditing Standards Board (continued)

o Clarifles the auditor’s ability to rely on audit evidence gathered in prior audits—Except
for controls related to significant risks, the auditor who plans to rely on controls that have
not changed since they were last tested, must perform tests of the operating effectiveness
of those controls at least every third audit. As noted in the prior bullet, the auditor must
test controls designed to address significant risks in the current audit.

o Strengthens guidance for testing disclosures—The new SASs include expanded guidance
to specifically address the importance of considering the “completeness” of disclosures
and their understandability. The assertions related to presentation and disclosure have
been significantly revised to provide this emphasis.

» Clarifies and expands guidance on evaluating audit findings—When evaluating audit
findings, auditors must now consider the effect of uncorrected misstatements related to
prior periods on the current-period financial staiements.

e Expands documentation requirements—Because the ASB believes that documentation
requirements can drive behavior, the new SASs require the auditor to document, among
other things, the following items:

o Results of the risk assessments both at the financial statement level and the assertion
levels;

o The nature, timing, and extent of audit procedures performed;
o The linkage of auditor responses with the assessed risks at the assertion level; and

o Results of the audit procedures.

Overview of AICPA Auditing Standards Board

The AICPA’s Auditing Standards Board (ASB) has set auditing standards for all audits
performed in accordance with generally accepted auditing standards up until April 2003.
However, the PCAOB’s April 16, 2003 Release changed the scope of the ASB dramatically.
Now, auditors of publicly traded companies must follow standards adopted by the PCAOB. The
PCAOB sets auditing and other professional standards to be used by auditors of publicly traded
companies. While the current body of auditing standards previously issued by the ASB has been
established with the needs of all entities in mind, the standards to be set by the PCAOB will
appropriately focus solely on audits of publicly traded companies.

18



. e . —— ' : w
4 HAINES, ISENBARGER & SKIBA, LLC %N
__ CERTIFIED PURLIOC ACGRAUHTAWNTE

Stop Child Abuse and Neglect, Inc.

New Standards Issued by the AICPA’s
Auditing Standards Board (continued)

Because many believe that entities that comply with the provisions of the Sarbanes-Oxley Act
and the PCAOB’s requirements are likely to have fundamentally different financial reporting
systems and corporate governance structures than nonpublic issuers, the ASB is continuing to set
standards for nonpublic entities. The ASB’s permission or authority to set auditing standards is
vested in state board of accountancy, certain federal regulators, and other users of audited
financial statements.

Currently, 47 state boards include a reference to auditing standards issued by the AICPA’s ASB
in their regulations or statutes. Preserving that reference is critical. Also, the Government
Accounting Office (GAQO) currently recognizes SASs as its core auditing standards, with GAQ-
specific standards as add-ons.

The AICPA’s vision for the ASB is for it to continue in its role as a thought leader in the
development of auditing standards and to work with regulators and other stakeholders in the
development of those standards, To fulfill its responsibilities, the AICPA Board of Directors has
reconstituted the ASB. Membership on the ASB has been adjusted to match its focus on
establishing standards for CPAs to follow in the conduct of audits of nonpublic issuers.

In early 2005, the AICPA announced that one of the major points of focus for the ASB will be to
work towards harmonizing U.S. GAAS with international auditing standards. In fact, the ASB
will work closely with the International Auditing and Assurance Standards Board (IAASB) with
the goal of embracing international standards as U.S. GAAS for audits of nonpublic companies.
When needed, the ASB will tailor international standards for unique issues affecting the U.S.
audit services market before adopting them as U.S. standards.

The ASB now consists of 19 members (the ASB formerly consisted of 15 members) representing
small and large practice units, state boards of accountancy, academia, government, the public,

and users of nonpublic entity financial statements. The ASB has been reconstituted to:

e Act as the profession’s voice on auditing standards as they relate to audits of nonpublic
entities, and when commenting on the proposed standards of other auditing standards
setters, including the GAQ, [AASB, and the PCAOB.

s Serve as the profession’s think tank on the strategic direction of auditing standards.

e  Work closely with the IAASB and consider how changes in international standards affect
U.S. auditing standards for nonpublic entities,

e Assist in rebuilding the public’s trust in the CPA’s audit report.
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New Standards Issued by the AICPA’s
Auditing Standards Board (continued)

¢ Commission research that will continuously improve the auditing profession,
e Address, in a timely manner, the needs of users of nonpublic entity financial statements.

e Promulgate audit, attest, and quality control standards for engagements involving
nonpublic entities.

o Issue clear authoritative guidance for auditors of nonpublic entities.

e Work with the AICPA staff to develop nonauthoritative guidance for practitioners
serving the public, nonpublic, government, nonprofit, and for-profit entities.
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Redesigned Form 990 and Instructions for 2008 tax year

Overview and Major Changes. The Form 990 has been redesigned effective for 2008 tax years.
The new form consists of an 11-page, 11-part core form that is required to be completed by all
organizations that file the Form 990, and Schedules to be completed by those organizations that
satisfy the applicable requirements for each Schedule.

The following provides a brief summary of some major changes and features of the new form,
and an outline of the new core form and Schedules. This summary does not describe all of the
new features or changes. Some of the information previously required by the Form 990 (2007)
has been eliminated or revised, and the new Form 990 (2008) requires information not
previously required by the prior form. Some information previously required of only certain
types of organizations now is required of all types of organizations completing the form. The
organization should carefully review the new form and instructions in order to make sure it
satisfies the new form’s reporting requirements. See the IRS website at www.irs.gov and click on
the Charities & Non-Profits tab for more information. .

Some areas of major changes in reporting requirements include governance and compensation of
officers, directors, trustees, key employees, and highest compensated employees. For example,
Part VI, Governance, Management, and Disclosure, is a new section that asks questions about
the organization’s governance structure, policies and disclosure practices. Part VII,
Compensation of Officers, Directors, Trustees, Key Employees, Highest Compensated
Employees, and Independent Contractors, also contains important changes, including new
definitions of officer and key employee applicable to all organizations, and the extension of
reporting compensation paid to the top five highest compensated employees from organizations
described in section 501 (c)3) or 4947(a)(1), as was previously the case, to all organizations
filing the Form 990, such as social welfare organizations, business leagues, trade associations,
and social clubs.

Other areas of significant change include determination of public charity status and public
support; supplemental financial statement reporting; and fundraising, special events and gaming.
For organizations described in sections 501(c)}(3) or 4947(a)(1), Schedule A has been revised to
emphasize reporting of public charity status and public support. Schedule D contains new
reporting  requirements for conservation organizations; museums and other organizations
maintaining collections of works of art and other items; credit counseling organizations and
others holding funds in escrow or custodial arrangements; and organizations maintaining
endowments, Schedule G requires reporting of certain information regarding arrangements with
professional fundraisers, special events, and gaming activities. Other new Schedules include
those for reporting foreign activities (Schedule F); hospitals (Schedule H); tax exempt bonds
(Schedule K); non-cash contributions (Schedule M); and related organizations (Schedule R).
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Redesigned Form 990 and Instructions for 2008 tax year (continued)

The following is an outline of the Parts of the core form and the new Schedules.

Core Form. The core form required to be completed by all organizations consists of the
following 11 Parts:

o Part I, Summary, which provides certain important information regarding the
organization’s mission, activities, and current and prior years’ financial results;

o Part I, Signature Block, which contains the signature of an organization’s officer, and if
applicable, paid preparer;

o Part III, Statement of Program Service Accomplishments, which requires reporting of the
organization’s new, ongoing and discontinued exempt purpose achievements and related
revenue and expenses;

o Part IV, Checklist of Required Schedules, to be used by the organization to determine
which Schedules it must complete and file with the IRS as part of the Form 990;

o Part V, Statements Regarding Other IRS Filings and Tar Compliance, to be used by the
organization to report its compliance with other federal tax reporting and substantiation
requirements;

o Part VI, Governance, Management, and Disclosure, which requires information
regarding the organization’s governing body and management, policies, and disclosure
practices;

o Part VII, Compensation of Officers, Directors, Trustees, Key Employees, Highest
Compensated Employees, and Independent Contractors, to report compensation paid
such persons by the organization and its related organizations that is reported on Forms
W-2 and 1099-MISC, and certain other compensation;

o Part VIII, Statement of Revenue, Part 1X, Statement of Functional Expenses, and
Part X, Balance Sheet, which comprise the financial statements of the organization for
federal tax reporting purposes; and

e Part XI, Financial Statements and Reporting, to report information regarding the
organization’s accounting methods and its compiled, reviewed, or audited financial
statements.

Schedules. The new Form 990 (2008) contains 16 Schedules. Fach organization must complete
Part IV, Checklist of Required Schedules, 1o determine those Schedules it must complete. These
Schedules replace the prior form’s schedules and most required attachments that previously had
to be constructed and completed by the filing organization. The following is a list and brief
description of the new Schedules:
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Redesigned Form 990 and Instructions for 2008 tax year (continued)

Schedule A, Public Charity Status and Public Support, to be completed by organizations
described in sections 501(c)(3) and 4947(a)(1) to provide information relevant to its
status as a public charity, including satisfaction of applicable public support tests on an
ongoing basis;

Schedule B, Schedule of Contributors, to be completed by organizations to provide
information regarding contributions they report as revenues;

Schedule C, Political Campaign and Lobbying Activities, to be completed by
organizations that conduct political campaign activities, organizations described in
sections 501(c)(3) and 4947(a)1) that conduct lobbying activities, and organizations
subject to section 6033(e) notice and reporting requirements and potential proxy tax on
certain membership dues, assessments and similar amounts; '

Schedule D, Supplemental Financial Statements, to be completed by organizations to
supplement certain balance sheet information, as well as conservation organizations,
museums and other organizations maintaining collections, credit counseling
organizations and others holding funds in escrow or custodial arrangements, and
organizations maintaining endowments or donor advised funds and similar funds or
accounts;

Schedule E, Schools, which is the private school questionnaire previously contained in
former Schedule A;

Schedule F, Statement of Activities Outside the United States, to report the organization’s
activities conducted outside the United States;

Schedule G, Supplemental Information Regarding Fundraising or Gaming Activities,
which requires reporting by organizations that reported certain amounts of professional
fundraising expenses, revenue from special events, and revenue from gaming activities;
Schedule H, Hospitals, to be completed by organizations that operate one or more
facilities licensed or registered as a hospital under state law;

Schedule 1, Grants and Other Assistance to Organizations, Governments and Individuals
in the U.S.,, to report grants and other assistance provided by the organization to others
within the United States;

Schedule J, Compensation Information, to be completed by organizations to provide
detailed compensation information for certain current or former officers, directors,
trustees, key employees, and highest compensated employees, and certain information
regarding the organization’s compensation practices and arrangements;

Schedule K, Supplemental Information for Tax Exempt Bonds. to be completed by
organizations with outstanding tax-exempt bond liabilities;

Schedule L, Transactions with Interested Persons, to be completed by organizations that
engage in certain types of relationships or transactions with interested persons, including
excess benefit transactions, loans, grants or other financial assistance, and other financial
or business transactions or arrangements;
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Redesigned Form 990 and Instructions for 2008 tax year (continued)

o Schedule M, Non-Cash Contributions, to report contributions other than cash received by
the organization;

o Schedule N, Liguidation, Termination, Dissolution or Significant Disposition of Assets,
to report major dispositions of assets by the organization;

e Schedule O, Supplemental Information to Form 990, to be used by organizations to
provide supplemental information to describe or explain the organization’s responses to
questions contained in the core form or Schedules; and

o Schedule R, Related Organizations and Unrelated Partnerships, to provide information
regarding the organization’s relationships with other exempt and taxable organizations.

Organizations should complete Part IV, Checklist of Required Schedules, to determine which of
these Schedules they must file as part of the Form 990. All filers will be required to provide
certain narrative responses on Schedule O.

Instructions, Glossary and Appendices. The Form 990 instructions also have been revised for
2008. The new instructions contain a sequencing list to help organizati