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ROOM E418
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February 2, 2010

Board of Directors
Healthy Families of
Hamilton County, Inc.
1355 South 8" St.
Noblesville, IN 46060

We have reviewed the audit report prepared by Bauer & Bauer, LLC, Independent Public Accountants,
for the period July 1, 2007 to June 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 Healthy Families of
Hamilton County, Inc., as of June 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. Page 6 contains one current audit finding. The
management letter contains one comment.

STATE BOARD OF ACCOUNTS


cconrad
Text Box
B35677


v + S o | 00
Q) < — O o
= 3 S o @)
= O

£ 3 X o
w S £ 9 =
L o= —_— — c
H..m mm. S5
-] ,.

© T = O i
X < O




Bauer & Bauer, LLC
40 Executive Dr., Suite G
Carmel, IN 46032



Independent Auditor’s Report
Independent Auditar's Report on Gompliance and on Internal Control
(ver Financial Reporting Based on an Audit of Financial Statements

Performed in Accordance with Government Auditing Standards

Report an Compliance with Requirements Applicable to Fach Major

Program and Internal Control over Dompliance in Accordance with
M8 Circular A-133

schedule of Findings and Questioned Costs
statement of Financial Position

Statement of Activities

Statement of Functional Expenses
Statement of Cash Hows

Notes to Financial Statements

Schedule of Expenditures of Federal Awards

Page

3-4

a-6



Bauer & Bauer, LLC _

|Certified Public Accountants
Independent Auditor’s Report

To the Board of Directors
Healthy Families of Hamilton County, Inc.

We have audited the accempanying statement of assets, liakilities and fund balance-statutory basis of Healthy Families of Hamilton County,
Inc. (a nanprafit arganization) as of June 30, 2008, and the related statements of activities-statutory basis, functional expenses-statatory
hasis and cash flows-statutory basis for the year then ended. These financial statements are the responsibility of Healthy Families of Hamilton
County, Inc.'s management. Dur responsibility is to express an opinion en these financial statements based on our audit.

We conducted our audit in accordance with auditing standards generally accepted in the United States of America and the standards
applicable to financial audits centained in GOVERNMENT ALDITING STANDARDS, issued by the Comptroller General of the United States. Those
standards require that we plan and perfarm the audit to obtain reasenable 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 aceounting prineiples used and significant estimates made by management, as well as
evaluating the overall financial statement presentation. We believe that our audit provides a reasonable basis for sur apinion,

As described in Note A, these financial statements were prepared in confarmity with the accounting principles prescribed by the Indiana
Family and Social Services Administration, which is a comprehensive basis of accounting other than generatly accepted accounting principles.

In our opinion, the financial statements referred to above present fairly, in all material respects, the assets, liabilities and fund balanze-
statutory basis of Healthy Families of Hamiltan Dounty, Inc. as of June 30, 2008 and the results of its revenue and expenses-statutery basis
and cash flows-statutary basis for the year then ended, en the basis of accounting described in Note A. -

Dur audit was performed for the purpose of forming an opinion an the basic financial statements of Healthy Families of Ramilton County, Inc.
taken as a whole. The accompanying schedule of expenditures of federal awards is presented for the purposes of additional analysis as

required by 1.S. Offiee of Management and budget Gircular A-133, "Audits of States, Local Governments, and non-profit organizatiens, and is
not a required part of the basie financial statements. Such infoermation has been subjected te the auditing procedures applied in the audit of

the basic financial statements and. in aur opinion, are fairly stated, in all material respects, in relation to the hasic financial statements taken
as a whole,

In accordance with GHVERNMENT AUDITING STANDARDS, we have alse issued our report dated Octaber 20, 2808 on our consideration of
Healthy Families of Hamilton County, Inc.'s internal central ever financial reporting and aur tests of its compliance with certain provisions of
laws, regulations, contracts and grants.

Buwer & Buaver, LLC
George Buver, CFA, MBA

Carmel, Indiana
fictober 20, 2008
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ller Bauex, LLC

Independent Auditor’s Report
ON COMPLIANGE AND DN INTERNAL CONTROL
UVER FINANCIAL REPORTING BASED ON AN AUDIT OF
FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH
GOVERNMENT AUDITING STANDARDS

To the Board of Directors
Healthy Families of Hamiltan County, Inc.

Wa have audited the financial statements of Healthy Families of Hamilton Caunty, Inc. (3 non-profit organization) as of and for the year ended
June 30, 2008 and have issued our report thereon dated October 20, 2008. We conducted our audit in accordance with generally accepted

auditing standards and the standards applicable ta financial audits contained in GOVERNMENT AUBITING STANDARDS issued by the
Comptroller General of the United States,

Campliance

As part of obtaining reasonable assurance about whether Healthy Families of Hamilton County, Ine.'s financial statements are free of material
misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts, and grants, noncompliance with
which could have a direct and material effect an determination of financial statement amounts. However, providing an opinion on compliance
with thuse provisions was net an objgctive of eur audit and, accordingly, wa do not express such an apinion. The results of our tests disclosed
no instances of noncompliance that are required to be reported under GOVERNMENT AUDITING STANDARDS.

internal Contral Over Financial Regarting

In planning and performing our audit, we considered Healthy Families of Hamilton County, Ine.'s internal contral over financial reporting in
order to determine our auditing procedures for the purgose of expressing sur opinion an the financial statements and not to provide
assurance on the internal control over finaneial reporting. Dur consideration of the internal centrol over financial reporting would not
necessarily disclose all matters in the internal control aver financial reparting that might be material weaknesses. A material weakness is a
condition in which the design or operation of one ar mere of the internal control components does not reduce to a relatively low level the risk
that misstatements in amaunts that would be material in retation to the financial statements being audited may occur and nat be detected
within a timely period by employees in the normal course of perferming their assigned fanctions. We nated no matters invalving the internal
cantrol over financial reporting and its speration that we consider to be material weaknesses.

Buaver & Baver, LLC
George Baver, CFA MBA

Carmel, Indiana
Oeteber 20, 2008
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i Certified Public Accountants
REPORT ON COMPLIANCGE WITH REQUIREMENTS APPLICABLE TO EACH
MAJOR PROGRAM AND INTERNAL CONTROL OVER
GOMPLIANCE IN ACCORDANGE WITH OMB CIRGULAR A-133

To the floard of Directors
Healthy Families of Hamilton County, Inc.

Compliance

We have audited the comgliance of Healthy Families of Hamilton County, lne. (a non-profit organization) with the types of compliance
requirements described in the 1.3, Dffice of Management and Budget (OMB) Circular A-133 Compliance Supplement that are applicable to each
of its major federal programs for the year ended June 30, 2008. Healthy Families of Hamilton Caunty, Inc.'s major federal programs are
identified in the accompanying schedule of expenditures of federal awards. Campliance with the requirements of laws, requlations, contracts
and grants applicable to each of its major federal programs is the responsibility Healthy Families of Hamilton County, Inc.'s management. Qur
respansibility is to express an opinion en Healthy Families of Hamilton County, Ine.'s compliance based on our audit.

We conducted our audit of compliance in accordance with generally accepted auditing standards; the standards applicable to financial audits
contained in Bovernment Auditing Standards, issued by the Comptroller General of the United States and OKB Circular A-133, Audits of States,
Local Governments, and Nan-Profit Brganizations. Those standards and OMB Gircular A-33 require that we plan and perform the audit to
ubtain reasonable assurance about whether noncompliance vith the types of compliance requirements referred to above that could have a
direct and material effect on a major federal program nccurred. An audit includes examining, on a test basis, evidence about Healthy Families
of Hamiltan Caunty. Inc.'s compliance with those requirements and performing such other procedures as we considered necessary in the
cireumstances. We believe that our audit provides a reasonable basis for our opinion. Dur audit does not provide a legal determination on
Healthy Families of Hamilton Dounty, Inc.'s eompliance with those requirements.

In vur opinion, Healthy Famifies of Hamilton Caunty, Inc. has complied, in all materfal respects, with the requirements referred to abave that
are applicable to each of its major federal programs for the year ended June 30, 2008.

Internal Eontral Over Compliance

The management of Healthy Families of Hamilton County, Inc. is responsible for establishing and maintaining effective internal contral over
compliance with requirements of laws, requlations, contracts and grants applicable to federal programs. In planning and performing our
audit, we considered Healthy Families of Hamilton County, Inc.'s internal contral aver eompliance with requirements that could have a direct
and material effect on a major federal program in order to determine aur auditing procedures for the purpose of expressing our opinion on
‘compliance and to test and report on internal control over compliance in accordance with M8 Circular A-133.
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fur consideration of the internal control over compliance would not necessarily disclose all matters in the internal controf that might be
material weaknesses. A material weakness is a condition in which the design or operation of one er mere of the internal contral components
does not reduce to a relatively fow level the risk that noncompliance with applicable requirements of laws, requlations, contracts and grants
that would be material in refation to a major federal program being audited may occur and not be detected within a timely period by
employees in the normal course of perfarming their assigned functions. We noted no matters involving the internal control over eompliance
and its aperation that we consider to be material weaknesses.

This repart is intended for the information and use of the Board of Directors, Management, the State Board of Accounts and should not be nsed
for any other purpose.

Baver & Baver, LLC
Gearge Buer, CPA MBA

Carmel, Indiana
October 70, 2008
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SECTION | ~ SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unqualified

Internal control aver financial reporting:

o iaterial weakness identified?

o fReportable condition identified that are not considered to be material weaknesses?
Nencompliance material to financial statements neted?

Federal Awards

Internal control aver major programs:

o Material weakness identified?

o Reportable condition identified that are not considered to be material weaknesses?
Type of avditor's repart issued on compliance for major progeams: Unqualified

Any audit findings disclosed that are required to be reported in accordance with section 310
(a) of Gircular A-1337

Identifization of major programs:

CFDA Number Name of Federal Program or Cluster
93.058 Healthy Families Indiana Project

Dollar Threshold used to distinguish between type A and type B programs:
Auditee qualified as low-risk auditee?
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REQLRED TO BE REPORTED IN ACEDRDANGE WITH GAGAS

ftem 08-01

Lack of Segregation of Buties Over Cash Disbursements

Eriteria: An employee approving invoices for payments should net be allowed to sign dishursement checks for those same invoices.
Statement of Condition: For checks below 85,000, employeas who approve inveices far payment are also allowed to sign checks.

Cause and Effect: This practice weakens the internal controls over cash by vesting complete disbursement authority in one parson. Thisis
a significant contral deficiency as it opens the way for the possibility of fraudulent purehases and dishursements.

Recommendations: We recommend that the Beard of Dircector’s and management implement stronger controls over cash disbursements
by implementing a policy that the same individual approving an invoice for payment should be not allowed te sign checks regardless of the
dollar ameunt.

Management Response: Due to the few number of personnel assigned te administration duties, at this time, it is not practical to seqreqate
duties any further. The Audit/Finance Commitiee of the Board of Directors and/or the Treasurer of the Board reviews the checking account
statement monthly.

SECTION [l - FEDERAL AWARD FINDINGS AND QUESTIONED COSTS

No matters were reported.
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Current Assets
Cash
Grats receivatie (Nofe A)
Prepaid Expenses

Tota Current Assets

Non-Curvent Assets
Property and equiprent, net (Note A)

Totel Non-Eurrent Assets

Total Assets

LIABILITIES AND FLIND BALANCE

Current Liabilities
Accounts pay sble
Accrued peyrol and related libfities
Acerued FTO
Fondraising biability
Staf activity fand
lire- - credt (Note B)

Total Cureent Lishilitias

Fend Balance
Ureestricted fnds

Tote! Fund Balances

Tote! Lighilities and Fund Balances

The accompanying notes are an integral part of these fnancial statements.
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Revenue:
Grants
Bonations

hdirect public support
Direct poblic support
Fundeaising
Parenting
in-kind contritadions

Interest income

Total Revanue

Expenses:
Pragram Service Expenses
Healtly Famiies
[FE Funds
March of Bimes - Gannett
Parenting
St. Vincent Carmel
Target

Tatal Program Service Expenses

Support Serviees
Fundraising
In-kind contributions
Managesment & general

Total Support Services

Total Expenses

Extess Nonfedera! Funds
Beginning fund Balance

Ending Fund Balance

The accompanying nates are an integral part of these financial statements.
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Personnel Costs

Persome] salaries $§ 3907 (8 43972(% INE 0 £672 0|F 443615
Persormel fringe benefits 60,33l 0 I I 788 0 G125
Payrol txes 31,417 2,586 0 I 75 0 34,078
Tatal Personnel Costs S 4BB7EY [S 4BAE0B |8 g4 1 5.94Z 0SS 53888
General Expenses

Contracted services $ 8,326 |$ 0|3 0|8 5388 88 0§ 14802
Capies, materials & supplies 12,000 0 { 49 B44 140 500 14,933
Depreciation I 0 0 0 I I ]
Fquiprent 4,30 i | BBS i B i RO |
Insurance 352 0 g 0 28 I 3,680
[terest expense a g i g I I 0
(tker Costs 8,055 L g i 260 0 (8 3l5
Postage 747 0 0 4 3 0 788
Rents and utlities 45,234 I i 0 £ I 45,875
Stafftrairing 0,023 0 0 I B4 0 [, 087
Telephone C.217 0 i 0 E i 10,357
Travel 20,013 0 0 I 725 i 20,238
Total General Expenses § 132539 (S a|s 3314 (S 7048 1,458 o00 1S 144,907
Tatal Expenses S B9357 |8 4BSHE |S 3314 (3 7046 7.000 500 |§ 683725

The accompanying notes are an integral part of these financial statements

Page §



Personne! Costs

Personnel salaries 2,802 i I 280218 485417
Personel fringe benefts 1217 I 0 127 62343
Payrall taxes 2.074 I 0 2074 36152
Total Personnel Casts 25,093 0 { 256,093 |S 683412
General Expenses

Contracted services I 0 Bl SN 14,852
Copies, materials & supplies 3,948 25827 0 29973 44,505
Cepreciaion I g gl gn 87l
Euipmert 0 I g i B.030
hsurarnce 0 a 0 i 3680
Interest expense I 0 10,530 0,920 10,330
(ther Costs 0 0 1,603 1,609 9.924
Postage 0 0 403 403 1492
Rents and utities 0 0 170 70 45,845
Stafftraining 25 3400 4 3540 13,627
Telephone 0 0 d 0 I6.357
Travel 320 0 J 30 20,338
Total Beneral Expenses 4,29 29,127 14,048 47468 |S {892,372
Total Bxpenses 29,384 28177 14,048 72,559 |8 746,284

ial statements

inanc

integral part of these f

ing notes are an

The accompany
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CASH FLOWS FROM OPERATING ACT[VITIES
Exoess nonfederd inds
Adjustments to reconcile excess rev enue tn nat cash
provided by operating actvities:
Depreciation
(Increase) Dacrease in:
Brants receivable
Prepaid expenses
Increase ( Decrease) in:
Accounts pay able
Accrued pay roll and lisbiities
NET CASH PROVIDED BY OPERATING ACTIVITIES
CASH RLOW'S FROM INVESTING ACTIVITIES
Purchase of property and equiprent
NET CASH USHD BY INVESTING ACTWITIES
CASH FLOW S FROM ANANCING ACTWITIES
Net increase (decresse) in bre of credit borrowings
NET CASH USH BY RNANCING ACTIVITIES
NET INCREASE IN CASH
CASH AT BEGINNING DF YEAR
EASH AT BiD OF YEAR

Supplemental Disdlosures
Cash peid lor interest
Incore taxes paid

The accompanying notes are an integral part of these financial statements
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Program Services

Healthy Families of Hamilton Sounty, Inc. (the Ocganization), an Indiana not-fer-profit corporation, was established in 13337 to promote
suppertive enviranments that optimize child growth and development and encourage resilient and healthy families. The Organization receives
substantially all of its funding from ane federal grant passed through the Indiana Family and Social Service Administration.

Accounting Basis
Finencial Statement Presentation

The financial statement presentation follows the requirements of Statement of Financial Aecounting Standards (SFAS) No. 17, Arancia/
Statements of Net-for-Frofit Organizations. Under SEAS Ne fl7, the Brganization is required to report information regarding its financial
position and activities aecarding ta three classes of net assets: unrestricted net assets, temporarily restricted net assets, and permanently
restricted net assets. All funds over which the Organization’s beard of directors has discretionary conteot have been included in the
unrestricted fund. Na funds have been restricted by dunors; therefore, no balances are reflected as temporarily or permanently restricted
net assets.

frants Receivable

Brants receivable are recorded at the estimated net realizable amount such that an allowance for uncollectible amounts is deemed by

management to be unnecessary. Receivables are due from appraved grants for services rendered and are usually collected by the twentieth

day of the manth fellowing the provision of services. As of June 30, ZO08, the Organization is due a grant receivable from the State of

Indiana in the amount of $51.436.

Property and Equipment

Property and equipment are recorded at cost and depreciated aver estimated their useful lives using the straight-line methad. When

property and equipment are retired ar ntherwise disposed, the cost and refated accumulated depreciation are removed from the accounts

and any resulting gain or loss is included in operations. The estimated useful lives of depreciable properties generally are as follows:
Praperty and equipment 3 - Dyears

Income Tax Status

The Organization is exempt from federal income taxes under Section 301 (e)(3) of the Internal Revenue Code and is also exempt from state
income taxes. Accordingly, no provisiens for federal and state income taxes on revenue and ineome has been recorded in the financial
statemants.
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NOTE A - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

in-Kind Contributions

In addition ta eash contributions, the Drganization receives donated goads and services, Jonations of services are recognized if the
services received (a) ereate or enhance non-financial assets, or (i) required specialized skills, are pravided by individuals passessing those
skills, and would typically need to be purchased if nat provided by donation. Donated goods are recorded at estimated fair value. During the
year ended June 30, 2008, in-kind contributions aggregated $29,127.

Functional Allocation of Expenses

The costs af providing the various programs and other activities have been summarized on a functional basis in the statement of functional
expenses. Accordingly, eertain costs have been allocated among the programs and supperting services benefited.

Estimates

The preparation of financial statements in conformity with generally accepted accounting principles ("GAAP") requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities at the date of the financial statements: disclosures of
cantingent assets and lisbilities at the date of the financial statements; and the reported amounts of revenue, expenses, gaing, lossas and
other changes in net assets during the reporting peried. Actual results could differ from these estimates,

Cash and Cash Equivalents

For the purposes of the financial statements including the statement of cash flows, cash includes petty eash, checking aceounts, and savings
account.

NOTE B - LINE OF EREDIT

The Organization has a $I50,000 bank line of credit far short-term borrawings which mature on Januaey 5, 2000, On January 1, 2009 the
fine of credit will reduce to $I50,000. The interest rate is equal ta the Bank's prime lending rate (5.00% at June 30, 2008) plus 1.000
percentage point over prime. Borrowings are secured by the Drganization’s accounts receivable, chattel paper, property and equipment and
general intangibles. The outstanding balance at June 36, 2008 is $145,538. :

NOTE E - THIRD PARTY REIMBURSEMENTS

The Organization receives reimbursements from a thied party, the Indiana Family and Social Services Administration. The Agency must
submit claims to this party for approval and payment. The Organization depends significantly on this third party to carry sut its program
activities.
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NGTE D - DPERATING LEASES

The Organization leases its facility and equipment prsuant to a noncancellable operating lease. Rent expense incurved in connection with all
non-current operating fease agreements aggragated $37.800, during the year ended June 30, 2008. Future minimum annual rental
payments under noncancellable operating leases are as follows:

Nffice Lease August 31, 2089

Vfater maching Uctaber |, 2612 399 309
Cepy Machine December 31, 202 4195 4096
Tatals 2965518 4,455

NITE E - RETIREMENT PLAN
The Organization sponsors a SIMPLE IRA plan {the Plan) for all amployees meeting certain Plan requirements. Plan participants may defer a

percentage of their annual compensation up ta §7.000. The Organization makes a contribution to the Plan equal to 2% of compensation for

each eligible employee. A participant’s interest in emplayer contributions is 100% vested at all times. The Organization contributed $8.198
far the year ended June 30, 2008,

NOTE F - CONCENTRATION

The Organization received 84.4% in fiscal year 2008 of its total revenues and support from one Federal grant passed thraugh the Indiana
Family and Social Serviees Administration.

NOTE G - CONTINGENEIES

There are no matters of pending or threatened litigation, claim or assessments, of which we are awars.
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Faderal Grantor / Pass Through Grantor / Pragram Tide
Department of Health and Human Services

Passed Through Indiana Family and Social Services Adminisiration
Healthy Famities bnciana Project/29-08-60-1578*

Grant periodt 03/01/2007 - 8/31/2008 93958 § 290038 § 59053
TOTAL DEPART MENT OF HEALTH AND HUMAN SERVICES ) J90s3 540539
Total Federal Aw ards S 590538 S 580,538
*Denctes Major Program
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Bauer & Bauer, LLC

Certified Public Accountants

November 14, 2008

To the Shareholders of
Healthy Families of Hamilton County

We have audited the financial statement of Healthy Families of Hamilton County for the year ended
June 30, 2008, and have issued our report thereon dated October 20, 2008. Professional standards
require that we provide you with the following information related o cur audit.

Our Responsibility under U.S. Generally Accepted Auditing Standards

As stated in our engagement letler, our responsibility, as described by professional standards, is to
plan and perform our audit to obtain reasonable, but not absolute, assurance that the financial
statements are free of material misstatement and are fairly presented in accordance with U.S.
generally accepted accounting principles. Because an audit is designed to provide reasonable, but
not absolute, assurance and because we did not perform a detfailed examination of all transactions,
there is a risk that material misstatements may exist and not be detecled by us.

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

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 poficies and their applicalion. The significant accounting policies used
by Healthy Families of Hamilton County are described in Note A to the financiat statements. No new
accounting policies were adopted and the application of existing policies was not changed during
2008. We noled no transactions entered into by the Company 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, other than what is noted
helow under “Additional ltems Noted in Performing the Audit.”

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 sensitive estimate effecting the financial
statements was the useful lives for fixed asset depreciation.

Management's estimale of the useful lives is based on Internal Revenue Service guidelines, We
evaluated the key factors and assumptions used to develop the useful lives in determining thatitis
reasonable in relation to the financial statements taken as a whole.

40 Executive Drive, Suite C Carmel, IN 46032
(317) 581-9353  Fax (317) 571-1645 www.hudaudits.com




Management Letter
Page 2

Audit Adjustments

For purposes of this letter, professional standards define an audit adjustment as a proposed
correction of the financial statements that, in our judgment, may not have been detected except
through our auditing procedures. An audit adjustment may or may not indicate matters that could
have a significant affect on the Company’s financial reporting process {that is, cause future financial
statements to be materially misstated). In our judgment, the adjustments we proposed, whether
recorded or unrecorded by the Gompany, either individually or in the aggregate, indicate matters
that could have a significant affect on the Company's financial reporting process.

Disagreements with Management

For purposes of this letter, professional standards define a disagreement with management as a
matter, whether or not resolved to our salisfaction, 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 consuit with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves appiication of an accounting principle to the Company’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 Company's auditors.
However, these discussions occurred in the normal course of our professional relationship and our
responses were not a condition to our retention,

Difficulties Encountered in Performing the Audit

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

Additional Items Noted in Performing the Audit

During our audit of the financial statements we noted one matter:

1} We noted no segregation of duties. We discussed the fact with management that there is no
segregation of duties in preparation of the cash account. This can have a material effect on the
financial statements. Management noted that because of their size it is not feasible to
segregate the cash dulies at this time. We suggested that the Agency have a board member
review the disbursements prior to sending the disbursements out or have them sign it.

This information is intended solely for the use of management of Healthy Families of Hamilton
County and is not intended to be and should not be used by anyone other than this specific party.

Sincerely,

feo/y@ Baer, CFA MBA

George Bauer, CPA, MBA
Senior Partner






