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January 16, 2020

Board of Directors

ProKids, Inc.

1776 North Meridian St., Suite 300
Indianapolis, IN 46202

We have reviewed the audit report of ProKids, Inc., which was opined upon by Pile CPAs,
Independent Public Accountants, for the period July 1, 2017 to June 30, 2018. Per the Independent
Auditor’s Report the financial statements included in the report present fairly the financial condition of
ProKids, Inc. as of June 30, 2018 and the results of its operations for the period then ended, on the basis
of accounting described in the report.

We call your attention to the finding in the report on pages 23-24. Please see the Schedule of
Findings and Questioned Costs for complete details related to the finding. The entity’s Corrective Action
Plan immediately follows page 25.

In our opinion, Pile CPAs prepared the audit report in accordance with the guidelines established
by the State Board of Accounts.

The report is filed with this letter in our office as a matter of public record.

Paul D. Joyce, CPA
State Examiner
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INDEPENDENT AUDITOR'S REPORT

Board of Directors
ProKids, Inc.
Indianapolis, Indiana

Report on the Financial Statements

We have audited the accompanying financial statements of ProKids, Inc., which comprise the
statements of financial position as of June 30, 2018 and 2017, and the related statements of
activities, functional expenses, and cash flows for the years then ended, and the related notes to the
financial statements.

NManagement's Responsibility for the Financial Statements

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

Auditor's Responsibility

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

An audit involves performing procedures to obtain audit evidence about the amounts and
disclosures in the financial statements. The procedures selected depend on the auditor's judgment,
including the assessment of the risks of material misstatement of the financial statements, whether
due to fraud or error. In making those risk assessments, the auditor considers internal control
relevant to the entity's preparation and fair presentation of the financial statements in order to design
audit procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the entity's internal control. An audit also includes evaluating the
appropriateness of accounting policies used and the reasonableness of significant accounting
estimates made by management, as well as evaluating the overall presentation of the financial
statements.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis
for our audit opinion.
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INDEPENDENT AUDITOR'S REPORT - continued

Opinion

In our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of ProKids, Inc. as of June 30, 2018 and 2017, and the changes in its net assets
and cash flows for the years then ended in accordance with accounting principles generally
accepted in the United States of America.

Supplementary and Other information

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

Other Reporting Required by Government Auditing Standards

In accordance with Government Auditing Standards, we have also issued our report dated
September 13, 2018, on our consideration of ProKids, Inc.'s internal control over financial reporting
and on our tests of its compliance with certain provisions of laws, regulations, contracts, and grant
agreements and other matters. The purpose of that report is to describe the scope of our testing of
internal control over financial reporting and compliance and the results of that testing, and not to
provide an opinion on internal control over financial reporting or on compliance. That report is an
integral part of an audit performed in accordance with Government Auditing Standards in
considering ProKids, Inc.'s internal control over financial reporting and compliance.

Fl.te CPAs

Indianapolis, Indiana
September 13, 2018



PROKIDS, INC

STATEMENTS OF FINANCIAL POSITION
June 30, 2018 and 2017

2018 2017
ASSETS
CURRENT ASSETS
Cash $ 175,333 § 98,952
Grants receivable 381,507 439,685
Other receivables 32 24,941
Other current assets 33,308 26,396
TOTAL CURRENT ASSETS 590,180 589,974
PROPERTY AND EQUIPMENT
Office equipment 206,882 211,057
‘Office furniture 90,432 174,013
Leasehold improvements 49,899 53,104
347,213 438,174
Less accumulated depreciation (281,635) (420,740)
65,578 17,434
OTHER ASSETS 16,413 -
TOTAL ASSETS $ 672,171 $ 607,408
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES
Accounts payable and accrued expenses $ - $ 2,642
Salaries & wages payable 78,035 75,851
Deferred lease incentive, current portion - 11,646
Deferred rent expense, current portion - 6,574
TOTAL CURRENT LIABILITIES 78,035 96,713
LONG-TERM LIABILITIES
Deferred rent expense, less current portion 33,319 -
NET ASSETS
Unrestricted 560,817 510,695
TOTAL LIABILITIES AND NET ASSETS $ 672,171 $ 607,408

See Notes to Financial Statements.
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PROKIDS, INC.

STATEMENTS OF ACTIVITIES
Years ended June 30, 2018 and 2017

2018 2017
SUPPORT AND REVENUE
Grants - federal $ 3,727,468 $ 3,427,468
Evaluations 1,434,011 1,457,452
Other income 7,625 2,945
TOTAL SUPPORT AND REVENUE 5,169,104 4,887,865
EXPENSES
Program expenses:
Central Indiana Cluster G 4,949,356 4,642,152
General and administrative expenses 169,626 163,513
TOTAL EXPENSES 5,118,982 4,805,665
CHANGE IN NET ASSETS 50,122 82,200
NET ASSETS
Beginning of year 510,695 428,495
End of year $ 560,817 $ 510,695

See Notes to Financial Statements.
-6-



PROKIDS, INC.

STATEMENTS OF FUNCTIONAL EXPENSES

Contracted services
Depreciation
Dues and subscriptions

Equipment expense
Facilities expense
General insurance

Health insurance
Life, dental, and disability
Maintenance agreements

Materials and supplies
Miscellaneous expense
Other outside services

Payroll service
Payroll taxes
Postage

Professional fees
Rent

Retirement plan contributions

Salaries
Telephone
Training Event Expense

Travel
Utilities
Workers compensation

Year ended June 30, 2018

Central General
Indiana and
Cluster G Admin. Total
$ 28,000 $ - 28,000
12,200 3,824 16,024
770 1,490 2,260
65,697 711 66,408
21,834 733 22,567
- 18,137 18,137
313,814 10,088 323,902
84,209 2,772 86,981
4,351 1,223 5,574
39,578 1,343 40,921
912 587 1,499
41,319 298 41,617
(98) 6,692 6,594
257,034 4,997 262,031
5,950 175 6,125
- 28,900 28,900
197,030 5,249 202,279
63,352 1,743 65,095
3,541,902 79,144 3,621,046
29,375 458 29,833
6,870 - 6,870
192,209 41 192,250
20,646 612 21,258
22,402 409 22,811
$ 4,949,356 $ 169,626 $ 5,118,982

See Notes to Financial Statements.
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PROKIDS, INC.

STATEMENTS OF FUNCTIONAL EXPENSES - continued

Contracted services
Depreciation
Dues and subscriptions

Equipment expense
Facilities expense
General insurance

Health insurance
Life, dental, and disability
Maintenance agreements

Materials and supplies
Miscellaneous expense
Other outside services

Payroll service
Payroll taxes
Postage

Professional fees
Rent

Retirement plan contributions

Salaries
Telephone
Training Event Expense

Travel
Utilities
Workers compensation

Year ended June 30, 2017

Central General
Indiana and
Cluster G Admin. Total
$ - $ - $ -
13,330 5,192 18,522
816 1,479 2,295
25,474 1,113 26,587
26,552 886 27,438
- 18,835 18,835
290,720 6,205 296,925
81,265 1,715 82,980
3,477 1,338 4,815
19,097 1,124 20,221
887 693 1,580
38,252 382 38,634
(285) 5,705 5,420
243,359 5,409 248,768
6,676 236 6,912
- 30,050 30,050
199,827 6,394 206,221
60,178 1,476 61,654
3,360,986 73,885 3,434,871
23,817 415 24,232
3,122 - 3,122
214,055 34 214,089
21,965 702 22,667
8,582 245 8,827
$ 4,642,152 $ 163,513 $ 4,805,665

See Notes to Financial Statements.
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PROKIDS, INC.

STATEMENTS OF CASH FLOWS

Years ended June 30, 2018 and 2017

CASH FLOWS FROM OPERATING ACTIVITIES
Cash received from grants, contributions and interest
Cash disbursed for programs and

general and administrative purposes

Net cash provided by (used in) operating activities

CASH FLOWS FROM INVESTING ACTIVITIES
Proceeds from the sale of fixed assets
Property and equipment acquisitions
Net cash provided by (used in) investing activities

CASH FLOWS FROM FINANCING ACTIVITIES
Borrowings on line of credit
Payments on line of credit

Net cash provided by (used in) financing activities

Increase (decrease) in cash

CASH
Beginning

Ending

RECONCILIATION OF CHANGE IN NET ASSETS TO
NET CASH PROVIDED BY OPERATING ACTIVITIES
Change in net assets
Adjustments to reconcile increase (decrease) in net
assets to net cash provided by operating activities:
Depreciation
(Gain) loss on disposal of property and equipment
(Increase) decrease in:
Grants and other receivables
Other assets
Increase (decrease) in:
Accounts payable and accrued liabilities
Deferred rent and lease incentive

Net cash provided by (used in) operating activities

See Notes to Financial Statements.
-9-

2018 2017
5248,502 $ 4,858,259
(5,111,642) (4,802,955)
136,860 55,304
5,000 -
(65,479) -
(60,479) -
108,000 185,000
(108,000) (185,000)
76,381 55,304
98,952 43,648
175,333 $ 98,952
50,122 $ 82,200
16,024 18,522
(3,688) -
83,086 (29,606)
(23,325) 1,001
(458) (947)
15,099 (15,866)
136,860 $ 55,304




PROKIDS, INC.

STATEMENTS OF CASH FLOWS - continued
Years ended June 30, 2018 and 2017
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SUPPLEMENTAL DISCLOSURES OF CASH FLOW
INFORMATION
Cash payments for interest $ 78 $ 333

See Notes to Financial Statements.
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PROKIDS, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES

Nature of Business

ProKids, Inc. (the "Organization") was formed to develop, implement, and manage intra-agency
programs, identified by Part C of the Individuals With Disabilities Education Act ("IDEA") legislation, in
order to provide early intervention services to eligible infants and toddlers (birth to three years of age)
with disabilities and their families. In the State of Indiana, this Part C program is called First Steps.

The goals of the First Steps Program in Indiana are to find and identify eligible children who are
developmentally delayed; to provide assessment/evaluation of development for referred children to
determine eligibility; to assist children to transition into other appropriate programs, once the child is
three years of age and/or no longer eligible; to teach families to be advocates for their child's needs;
and to provide appropriate developmental interventions so as to decrease the need for ongoing
Special Education Services.

The Organization is the Fiscal Agent for the Local Planning and Coordinating Council ("LPCC") and
the System Point of Entry ("SPOE") for the Indiana First Steps Program in Marion, Hamilton,
Hendricks, Johnson, Morgan and Tipton counties ("Central Indiana Cluster G").

¢ Local Planning and Coordinating Councils - The purpose of these grants is to provide
funding for Marion, Hamilton, Hendricks, Johnson, Morgan and Tipton counties to do public
awareness, child find, transition, education, and other activities that enhance the early intervention
program in each county. The Organization provides fiscal agent services, through cost
reimbursement, to administer these funds for each of the above counties.

s System Point of Entry - The purpose of these grants is to provide funding to receive
referrals from Marion, Hamilton, Hendricks, Johnson, Morgan and Tipton counties for children who
are suspected of having developmental delays or who are at risk for developmental delays due to
their medical condition or other biological risk factors; to initiate the evaluation process; and to
determine whether eligibility criteria have been met. The Organization provides fiscal agent
services, through cost reimbursement and fee for service, to administer these funds for each of
the above counties.

A summary of the Organization's significant accounting policies are as follows:

A. Basis of Accounting
The financial statements have been prepared on the accrual basis of accounting.

These financial statements have been prepared to focus on the entity as a whole and to present
transactions according to the existence or absence of donor-imposed restrictions in conformity
with accounting principles generally accepted in the United States of America. This has been
done by classification of transactions and balances into three categories of net assets:
unrestricted net assets which have no donor-imposed restrictions, temporarily restricted net
assets which have donor-imposed restrictions that will expire in the future, and permanently
restricted net assets which have donor-imposed restrictions which do not expire. The
Organization has no temporarily or permanently restricted net assets.

-11-



PROKIDS, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES - continued

B. Cash
Cash consists of one checking account with a financial institution. The account is partially insured
by the Federal Deposit Insurance Corporation. The balances, at times, may exceed federally
insured limits. To date, there have been no losses on such accounts.

C. Concentration of Credit Risk
Federal funding by Indiana Family and Social Services Administration, Division of Disability and
Rehabilitative Services ("State of Indiana") accounted for greater than 95% of total revenue
received by the Organization for 2018 and 2017. The funding is derived from reimbursable grants
and a fee for service contract to carry out the mission and programs of the Organization.

D. Grants Receivable
Grants receivable consists of grant revenue expected to be received shortly after year-end.
Management considers grants receivable at June 30, 2018 and 2017, to be fully collectible;
accordingly, no allowance for doubtful accounts is required.

E. Property and Equipment
Property and equipment are stated at cost. The Organization capitalizes assets with a value

greater than $500 and an estimated useful life of three or more years. Property and equipment
are considered to be owned by the Organization; however, state funding sources may maintain
equitable interest in the property purchased by grant monies, as well as the right to determine the
use of any proceeds from the sale of these assets. Depreciation is computed using the straight-
line method over the estimated useful lives of the assets. Estimated useful lives for software,
furniture, and equipment range from 3 to 10 years and leasehold improvements for 10 years or
the life of the lease.

Depreciation in the amount of $16,024 and $18,522 has been allocated to program services and
supporting activities in the statements of activities for the years ended June 30, 2018 and 2017,
respectively.

F. Support and Revenues
Revenue is recognized when earned and support when contributions are made, which may be

when cash is received, unconditional promises are made, or ownership of other assets is
transferred to the Organization. Revenue funded by contracts, which represents revenue from
exchange transactions, is recognized as the Organization performs the contracted services.
Support funded by grants is recognized when the contributions are made. Grant expenditures are
subject to audit and acceptance by the granting agency, and adjustments could be required as a
result of such audit. Support and revenue with donor-imposed restrictions which are met in the
same reporting period are reported as unrestricted support in the statement of activities.

G. Income Taxes
The Organization is exempt from federal and state income taxes on its related activities under
Internal Revenue Service Code Section 501(c)(3). Accordingly, no provision for federal and state
income taxes has been made.

-12-



PROKIDS, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 1 NATURE OF BUSINESS AND SIGNIFICANT ACCOUNTING POLICIES - continued

G. Income Taxes - continued
The Organization files the required federal and state information returns. Whenever tax returns
are filed, the filing organization must evaluate the merits of its tax positions and determine if they
will be ultimately sustained. Those tax positions for the Organization include maintaining their tax-
exempt status and the taxability of any unrelated business income. The Organization believes
these positions are sustainable. Although the Organization has not incurred any interest and
penalties associated with these positions, it is their policy to expense them in the statement of
activities.

H. Functional Expenses
The costs of providing the various programs and activities have been summarized on a functional

basis in the statement of activities. Accordingly, certain costs have been allocated among the
programs and supporting services benefited.

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

J. Reclassification
Certain amounts from the prior year have been reclassified to conform with the current year
presentation.

K. Evaluation of Subsequent Events
The Organization has evaluated subsequent events through September 13, 2018, which is the

date the financial statements were available to be issued.

NOTE 2 LINE OF CREDIT

The Organization has a line of credit with National Bank of indianapolis with a maximum debt facility
of $350,000 available through January 15, 2019. Amounts borrowed are secured by a commercial
security agreement securing all assets of the Organization. The amount borrowed under the line of
credit was $0 as of June 30, 2018 and 2017. Interest is assessed at the lender's prime rate plus
0.25%, but not less than 4.50%. The effective rate at June 30, 2018 and 2017 was 4.75% and 4.50%,
respectively.

-13-



PROKIDS, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 3 LEASE COMMITMENTS

On February 7, 2008, the Organization signed an office lease with a lease term of ten years
commencing on May 1, 2008. Under the lease agreement, the Organization received a lease
incentive of $139,760. The Organization used the incentive proceeds to pay-off the remaining lease
payments and termination fee on the old leases. The incentive is recorded as a liability and is being
amortized using the straight-line method over the term of the lease. In addition, the Organization
accrued rent expense on the lease in an amount such that total rent expense under the lease will be
recognized ratably over the ten-year term.

In March 2018, the Organization signed an office lease at a new location with a lease term of ninety-
four months that expires February 2026. The Organization received the first four months free with
monthly payments escalating over the life of the lease.

Lease expense, net of amortization of lease incentive, for the years ended June 30, 2018 and 2017,
was $187,180 and $219,633, respectively.

The Organization is obligated under three operating leases for a postage machine and two copiers
with monthly payments ranging from $160 to $375 and various expiration dates through March 2023.

The total rent expense charged to income for the year ended June 30, 2018 and 2017, consists of the
following:

2018 2017
Rental paid on office lease $ 187,180 $ 19,633
Annual operating expenses pass through (credit) - 4,784
Adjustment to recognize lease payments ratable over the
term of the lease 26,745 (4,220)
Amortization of deferred lease incentive over the term of the lease (11,646) (13,976)
Total rent expense $ 202,279 $ 206,221
The future minimum lease payments as of June 30, 2018, are as follows:
Postage
Facilities Machine Copiers Total
2019 $ 164,127 $ 1,919 §$ 6,397 $ 172,443
2020 201,808 1,919 3,054 206,781
2021 205,207 1,919 162 207,288
2022 208,121 1,919 - 210,040
2023 211,034 1,440 - 212,474
Thereafter 575,708 - - 575,708
$ 1,566,005 $ 9,116 $ 9613 $§ 1,584,734

-14 -



PROKIDS, INC.

NOTES TO FINANCIAL STATEMENTS
June 30, 2018

NOTE 4 EMPLOYEE BENEFIT PLAN

The Organization has established a 403(b) Defined Contribution Retirement Plan (the "Plan"). An
employee is eligible to make elective deferrals without a service requirement, unless they are part of
an excluded class described in the Plan Adoption Agreement. Eligible classes of employees are all
employees except Casual Employees who are hired to work on an as needed basis from time to time
and normally work 0-19 hours per week; provided, however, that a Casual Employee who attains age
21 and completes one year of eligibility service will be eligible to become a participant for purposes of
becoming a contributing participant (and thus eligible to make elective deferrals) on the first day of the
next Plan Year, but not more than six months after satisfaction of this criteria. To be eligible for
employer contributions, an employee must be at least 21 years of age and complete 12 consecutive
months of eligibility service. Plan contributions are invested at the discretion of each participant and
are fully vested and non-forfeitable when such contributions are made.

Plan contributions are made at a discretionary rate set by the Board of Directors each year. The

discretionary rate for fiscal years June 30, 2018 and 2017 was 2%. Retirement plan contributions
were $65,095 and $61,654 for the years ended June 30, 2018 and 2017, respectively.

-15-



PROKIDS, INC.

SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
For the year ended June 30, 2018

Pass-Through Passed
Federal Entity Through to
Federal Grantor/Pass-Through Grantor CFDA Identifying Sub- Federal
Program or Cluster Title Number Number Recipients Expenditures

US Department of Education
Individuals with Disabilities Education Act
Grants for Infants and Families 84.181
with Disabilities
Pass-Through Grantor:
Indiana Family & Social Svcs Admin
Pass-through programs:
First Steps Cluster Contracts (FS) 21511 $ - $ 3,727,468

Total expenditures of federal awards $ - $§ 3,727,468

See Notes to the Schedule of
Expenditures of Federal Awards.
-16 -



PROKIDS, INC.

NOTES TO THE SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
June 30, 2018

NOTE 1 BASIS OF PRESENTATION

The accompanying schedule of expenditures of federal awards (the "Schedule") includes the federal
award activity of ProKids, Inc. under programs of the federal government for the year ended June 30,
2018. The information in this schedule is presented in accordance with the requirements of Title 2
U.S. Code of Federal Regulations Part 200, Uniform Administrative Requirements, Cost Principles,
and Audit Requirements for Federal Awards ("Uniform Guidance"). Because the Schedule presents
only a selected portion of the operations of ProKids, Inc., it is not intended to and does not present the
financial position, changes in net assets, or cash flows of ProKids, Inc.

NOTE 2 SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Expenditures reported on the schedule are reported on the accrual basis of accounting. Such
expenditures are recognized following the cost principles contained in the Uniform Guidance, wherein
certain types of expenditures are not allowable or are limited as to reimbursement. Pass-through
entity identifying numbers are presented where available.

NOTE 3 INDIRECT COST RATE

ProKids, Inc. has elected not to use the 10 percent de minimis indirect cost rate as allowed under the
Uniform Guidance.

-17-
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING
AND ON COMPLIANCE AND OTHER MATTERS BASED ON
AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

INDEPENDENT AUDITOR'S REPORT

Board of Directors
ProKids, Inc.
Indianapolis, Indiana

We have audited, in accordance with the auditing standards generally accepted in the United States
of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States, the financial statements of
ProKids, Inc. ("ProKids"), which comprise the statement of financial position as of June 30, 2018,
and the related statements of activities, functional expenses, and cash flows for the year then
ended, and the related notes to the financial statements, and have issued our report thereon dated
September 13, 2018.

Internal Control Over Financial Reporting

In planning and performing our audit of the financial statements, we considered ProKids internal
control over financial reporting (“internal control") to determine the audit procedures that are
appropriate in the circumstances for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of ProKids internal
control. Accordingly, we do not express an opinion on the effectiveness of ProKids internal control.

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

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

One Indiana Square, Suite 1200, Indianapolis, IN 46204 - Tele 317.269.3454 = Fax 317.269.3450



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

INDEPENDENT AUDITOR'S REPORT - continued

Compliance and Other Matters

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

Purpose of this Report

The purpose of this report is solely to describe the scope of our testing of internal control and
compliance and the results of that testing, and not to provide an opinion on the effectiveness of the
entity's internal control or on compliance. This report is an integral part of an audit performed in
accordance with Govemment Auditing Standards in considering the entity's internal control and
compliance. Accordingly, this communication is not suitable for any other purpose.

Flte CPA=

Indianapolis, Indiana
September 13, 2018
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

INDEPENDENT AUDITOR'S REPORT

Board of Directors
ProKids, Inc.
Indianapolis, Indiana

Report on Compliance for Each Major Federal Program

We have audited ProKids, Inc.'s compliance with the types of compliance requirements described in
the OMB Compliance Supplement that could have a direct and material effect on each of ProKids,
Inc.'s ("ProKids") major federal programs for the year ended June 30, 2018. ProKids major federal
programs are identified in the summary of auditor's results section of the accompanying Schedule of
Findings and Questioned Costs.

Management's Responsibility
Management is responsible for compliance with the requirements of federal statutes, regulations,
and the terms and conditions of its federal awards applicable to its federal programs.

Auditor's Responsibility

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

We believe that our audit provides a reasonable basis for our opinion on compliance for each major
federal program. However, our audit does not provide a legal determination of ProKids compliance.

Opinion on Each Major Federal Program

In our opinion, ProKids complied, in all material respects, with the types of compliance requirements
referred to above that could have a direct and material effect on each of its major federal programs
for the year ended June 30, 2018.
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REPORT ON COMPLIANCE FOR EACH MAJOR FEDERAL PROGRAM
AND REPORT ON INTERNAL CONTROL OVER COMPLIANCE
REQUIRED BY THE UNIFORM GUIDANCE

INDEPENDENT AUDITOR'S REPORT - continued

Other Matters

The resuits of our auditing procedures disclosed instances of noncompliance which are required to
be reported in accordance with the Uniform Guidance and which are described in the accompanying
schedule of findings and questioned costs as items 2018-01 . Our opinion on each major federal
program is not modified with respect to these matters.

ProKids response to the noncompliance findings identified in our audit is described in the
accompanying schedule of findings and questioned costs. ProKids response was not subjected to
the auditing procedures applied in the audit of compliance and, accordingly, we express no opinion
on the response.

Report on Internal Control Over Compliance

Management of ProKids is responsible for establishing and maintaining effective internal control
over compliance with the types of compliance requirements referred to above. In planning and
performing our audit of compliance, we considered ProKids internal control over compliance with the
types of requirements that could have a direct and material effect on a major federal program to
determine the auditing procedures that are appropriate in the circumstances for the purpose of
expressing an opinion on compliance for each major federal program and to test and report on
internal control over compliance in accordance with Uniform Guidance, but not for the purpose of
expressing an opinion on the effectiveness of internal control over compliance. Accordingly, we do
not express an opinion on the effectiveness of ProKids internal control over compliance.

Our consideration of internal control over compliance was for the limited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal control over
compliance that might be material weaknesses or significant deficiencies and therefore, material
weaknesses or significant deficiencies may exist that have not been identified. However, as
discussed below, we identified certain deficiencies in internal control over compliance that we
consider to be material weaknesses.

A deficiency in internal control over compliance exists when the design or operation of a control
over compliance does not allow management or employees, in the normal course of performing their
assigned functions, to prevent, or detect and correct, noncompliance with a type of compliance
requirement of a federal program on a timely basis. A material weakness in internal control over
compliance is a deficiency, or combination of deficiencies, in internal control over compliance, such
that there is a reasonable possibility that material noncompliance with a type of compliance
requirement of a federal program will not be prevented, or detected and corrected, on a timely basis.
We consider the deficiencies in internal control over compliance described in the accompanying
Schedule of Findings and Questioned Costs as item 2018-01 to be a material weakness.
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INDEPENDENT AUDITOR'S REPORT - continued

A significant deficiency is internal control over compliance is a deficiency, or combination of
deficiencies, in internal control over compliance with a type of compliance requirement of a federal
program that is less severe than a material weakness in internal control over compliance, yet
important enough to merit attention by those charged with governance. We did not identify any
deficiencies in internal control over compliance that we consider to be significant deficiencies.
However, significant deficiencies may exist that have not been identified.

ProKids response to the internal control over compliance findings identified in our audit are
described in the accompanying Corrective Action Plan. ProKids response was not subjected to the
auditing procedures applied in the audit of compliance, and accordingly, we express to opinion on
the response.

The purpose of this report on internal control over compliance is solely to describe the scope of our
testing of internal control over compliance and the results of that testing based on the requirements
of the Uniform Guidance. Accordingly, this report is not suitable for any other purpose.

Fote c PA=

Indianapolis, Indiana
September 13, 2018



PROKIDS, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year ended June 30, 2018

I. SUMMARY OF AUDITOR'S RESULTS

Financial Statements

Type of auditor's report issued: Unmodified
Internal Control over financial reporting

e Material weakness identified? No

e Significant deficiency identified? None Reported
Noncompliance material to the financial statements noted? No

Federal Awards

Internal Control over major programs:

e Material weakness identified? ' Yes

o Significant deficiency identified? None Reported
Type of auditor's report issued on compliance for major programs: Unmodified

e Any audit findings disclosed that are required
to be reported in accordance with section
2 CFR 200.516(a)? Yes

Identification of major programs:

CFDA Number Name of Federal Program
84.181 US Department of Education

Individuals with Disabilities Education Act
Grants for Infants and Families with Disabilities

Dollar Threshold used to distinguish between type A

and type B programs $ 750,000
Auditee qualified as low-risk auditee? Yes
Il. FINANCIAL STATEMENT FINDINGS None

lll. FINDINGS AND QUESTIONED COSTS FOR FEDERAL AWARDS
Finding 2018-01 Procurement

U.S. Department of Education

Individuals with Disabilities Education Act

Grants for Infants and Families with Disabilities

CFDA Number: 84.181

Material Weakness in Internal Control over Compliance
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PROKIDS, INC.

SCHEDULE OF FINDINGS AND QUESTIONED COSTS - continued
Year ended June 30, 2018

Criteria:

Non-Federal entities must use their own documented procurement procedures which reflect
applicable State and local laws and regulations, provided that the procurements conform to applicable
Federal statutes and the procurement requirements identified in 2 CFR part 200. Part of those
procedures involves conducting all procurement transactions in a manner providing full and open
competition.

Condition:

Agreements were signed with a relocation and project management company that were over the
micro-purchase threshold and no price or rate quotations were obtained from an adequate number of
qualified sources.

Questioned Costs:
None

Context:

ProKids, Inc. moved office locations in the current fiscal year. We tested the expenses associated
with the move and reviewed executed agreements with a relocation and project management
company that exceeded the micro-purchase threshold. In the process of finding a new office location,
the organization did not obtain an adequate number of proposals for the services obtained.

Effect:
Failure to follow the organization's operating/procurement policy.

Cause:

The organization did not have adequate policies and controls in place to ensure they obtained the
appropriate number of bids to provide a full and open competition for procurements made over the
micro-purchase threshold. '

Recommendation:
We recommend that ProKids, Inc. implement stronger controls and procedures around the
procurement process to help avoid this issue moving forward.

Views of Responsible Officials:

Management agrees with the findings. The move being an unusual event outside of the normal day to
day business, coupled with the short move timeline and potential 200% penalty for lease holdover
contributed to the oversight in following the procurement guidelines.
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PROKIDS, INC.

SUMMARY SCHEDULE OF PRIOR AUDIT FINDINGS
Year ended June 30, 2018

The prior year audit disclosed no instances of noncompliance that were required to be reported under
U.S. Government Auditing Standards and no uncorrected or unresolved findings exist from the prior
audit's Schedule of Audit Findings and Questioned Costs.
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1776 North Meridian Street, Suite 300
Indianapolis, IN 46202

] pHone (317) 257-2229
S rax (317) 205-2592
o . Fiscal Agent for
Central Indiana First Steps

Corrective Action Plan

September 6, 2018

ProKids, Inc. (the “Organization”) respectfully submits the following corrective action plan (“CAP”) for the
year ended June 30, 2018.

Name and address of independent public accounting firm:

Pile CPAs
One Indiana Square, Suite 1200
Indianapolis, IN 46204

Period covered by the audit: July 1, 2017 through June 30, 2018

The findings from the June 30, 2018 schedule of findings and questioned costs are discussed below. The
findings are numbered consistently with the numbers assigned in the schedule,

FINDINGS—FINANCIAL STATEMENT AUDIT
Finding 2018-01 Procurement

Recommendation: Pile recommends the Organization implement stronger controls and procedures around the
procurement process to help avoid procurement issues moving forward.

Management Response: Management agrees with the findings. The move being an unusual event
outside of the normal day to day business, coupled with the short move timeline and potential 200% penalty
for lease holdover contributed to the oversight in following the procurement guidelines.

Action Taken: The following corrective action has been or will be taken: The Organization's Standard
Operating Procedures have been updated to comply with the current Uniform Guidance and the new
standards will be implemented, pending Board approval, in January 2019. Further, Management will confer
with the Board Treasurer on any future purchases exceeding the micro-purchase threshold to ensure
compliance.

If there are any questions regarding this plan, please call the undersigned at (317) 257-2229.
incerely yours,

y -

Debbi Davis
Executive Director




