To the Board of Directors
Presbyterian Children’s Homes
and Services of Missouri
We have audited the financial statements of Presbyterian Children’s Homes and Services of
Missouri for the year ended December 31, 2013, and have issued our report thereon dated May 28, 2014.
Professional standards require that we provide you with information about our responsibilities under
generally accepted auditing standards, as well as certain information related to the planned scope and
timing of our audit. We have communicated such information in our letter to you dated February 20,
2014. Professional standards also require that we communicate to you the following information related
to our audit.

Significant Audit Findings
Qualitative Aspects of Accounting Practices
Management is responsible for the selection and use of appropriate accounting policies. The
significant accounting policies used by Presbyterian Children’s Homes and Services of Missouri are
described in Note 2 to the financial statements. No new accounting policies were adopted and the
application of existing policies was not changed during 2013. We noted no transactions entered into by
the Company during the year for which there is a lack of authoritative guidance or consensus. All
significant transactions have been recognized in the financial statements in the proper period.
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 estimates affecting the financial
statements were:
Management’s estimate of the allowance for doubtful accounts is based on historical sales,
historical loss levels, and an analysis of the collectability of individual accounts. We
evaluated the key factors and assumptions used to develop the allowance for doubtful
accounts in determining that it is reasonable in relation to the financial statements taken as
a whole.
Management’s estimate of the depreciation expense and related accumulated depreciation
is based on the useful lives of the fixed assets. We evaluated the key factors and
assumptions used to develop the accumulated depreciation in determining that it is
reasonable in relation to the financial statements taken as a whole.
The financial statement disclosures are neutral, consistent, and clear.
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Difficulties Encountered in Performing the Audit
We encountered no significant difficulties in dealing with management in performing and
completing our audit.
Corrected and Uncorrected Misstatements
Professional standards require us to accumulate all misstatements identified during the audit,
other than those that are clearly trivial, and communicate them to the appropriate level of management.
Management has corrected all such misstatements. In addition, none of the misstatements detected as a
result of audit procedures and corrected by management were material, either individually or in the
aggregate, to the financial statements taken as a whole.
Disagreements with Management
For purposes of this letter, a disagreement with management is a financial accounting, reporting,
or auditing matter, whether or not resolved to our satisfaction, 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.
Management Representations
We have requested certain representations from management that are included in the
management representation letter dated May 28, 2014.
Management Consultations with Other Independent Accountants
In some cases, management may decide to consult with other accountants about auditing and
accounting matters, similar to obtaining a “second opinion” on certain situations. If a consultation
involves application of an accounting principle to the 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.
Other Audit Findings or Issues
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.
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Other Matters
With respect to the supplementary information accompanying the financial statements, we made
certain inquiries of management and evaluated the form, content, and methods of preparing the
information to determine that the information complies with U.S. generally accepted accounting
principles, the method of preparing it has not changed from the prior period, and the information is
appropriate and complete in relation to our audit of the financial statements. We compared and
reconciled the supplementary information to the underlying accounting records used to prepare the
financial statements or to the financial statements themselves.
The main objective of internal accounting control is to segregate accounting duties such that an
individual who has access to assets (cash receipts, signed checks, equipment, etc.) does not also have
access to the accounting records that control the assets. Proper segregation of duties provides reasonable
assurance that an individual would be prevented from removing an asset from the company and
concealing that activity by altering the related accounting records. Due to the size of the entity and
number of personnel available for accounting duties, there is limited segregation of duties. Accordingly,
an appropriate segregation of responsibilities may not be practical in many areas. Until such controls are
in place, it is important that management and the Board of Directors consider this when reviewing
accounting activities and information.

This information is intended solely for the use of Board of Directors and management of
Presbyterian Children’s Homes and Services of Missouri and is not intended to be, and should not be,
used by anyone other than these specified parties.

May 28, 2014
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To the Board of Directors
Presbyterian Children’s Homes and
Services of Missouri
St. Louis, Missouri
Members of the Board:
In planning and performing our audit of the financial statements of Presbyterian Children’s Homes
and Services of Missouri (a nonprofit organization) for the year ended December 31, 2013, we considered
the Organization’s internal control structure to determine our auditing procedures for the purpose of
expressing an opinion on the financial statements and not to provide assurance on the internal control
structure.
However during our audit, we became aware of certain matters that are opportunities for
strengthening internal controls and operating efficiency. The memorandum that accompanies this letter
summarizes our comments and suggestions regarding those matters. This letter does not affect our report
dated May 28, 2014, on the financial statements of Presbyterian Children’s Homes and Services of
Missouri.
We will review the status of these comments during our next audit engagement. We have already
discussed many of these comments and suggestions with various personnel, and we will be pleased to
discuss them in further detail at your convenience, to perform any additional study of these matters, or to
assist you in implementing the recommendations.

May 28, 2014
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PRESBYTERIAN CHILDREN’S HOMES AND SERVICES
OF MISSOURI
COMMENTS AND SUGGESTIONS
FOR THE YEAR ENDED
DECEMBER 31, 2013

INTERNAL ACCOUNTING CONTROLS
An important part of effective internal controls within an organization is segregating duties such
that an individual who has access to assets (cash receipts, signed checks, equipment, etc.) does not also
have access to the accounting records that control the assets. Proper segregation of duties provides
reasonable assurance that an individual would be prevented from removing an asset from the company and
concealing that activity by altering the related accounting records. Though it is basic, proper segregation is
by far the most important control as it can ensure that errors or irregularities are prevented or detected on a
timely basis by employees in the normal course of business.
Fundamentally speaking, segregation of duties means that no single individual should have control
over two or more phases of a transaction or operation. If a single person can carry out and conceal errors
and/or irregularities in the course of performing their day-to-day activities, they have generally been
assigned or allowed access to incompatible duties or responsibilities.
When we review duties or responsibilities, we broadly classify them into four categories:
1. Authorization- the process of reviewing and approving transactions or operations;
2. Custody- the process of having access to, or control over, any physical asset such as
cash, checks, equipment, supplies or materials;
3. Record-keeping- the process of creating and maintaining records with regard to
revenues, expenditures, inventories, and personnel transactions; these may be manual
records or records maintained in automated computer systems; and
4. Reconciliation- the process of verifying the handling or recording of transactions to
ensure that all transactions are valid, properly authorized and properly recorded on a
timely basis.
In an ideal system, different employees would perform each of these four major functions.
However, we realize that in small companies there are usually a limited number of personnel available for
accounting duties; accordingly, an appropriate segregation of responsibilities may not be practical in many
areas. Nevertheless, we encourage you to consider procedures that can be implemented or continued by
your existing personnel to maintain and improve your internal accounting control. Management might
even consider utilizing personnel outside of the accounting department or members of the board to
perform certain procedures. Of course, all measures taken to segregate duties should be cost-beneficial to
the organization.
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GENERAL INTERNAL CONTROLS
The main objective of internal accounting control is to segregate accounting duties such that an
individual who has access to assets (cash receipts, signed checks, equipment, etc.) does not also have
access to the accounting records that control the assets. Proper segregation of duties provides reasonable
assurance that an individual would be prevented from removing an asset from the company and
concealing that activity by altering the related accounting records.
In entities like the Presbyterian Children’s Home and Services of Missouri there is a limited
number of personnel available for accounting duties. Accordingly, an appropriate segregation of
responsibilities may not be practical in many areas. However, certain procedures, as described below,
can be implemented and/or continued by your existing personnel to improve your internal accounting
control.


Cash: Bank reconciliations should be prepared on a monthly basis by someone with
no other cash disbursement or cash receipts duties. As an alternative, the bank
reconciliation should be reviewed by someone with no other cash duties. In entities
with limited personnel, the Board may choose to review the monthly bank
reconciliations and supporting details (check copies and invoices to support the
disbursements and deposit slips to support the deposits). Blank checks should be kept
in a locked drawer in the office of the individual charged with the check signing duty.



Cash receipts: Mail receipts should be opened and restrictively endorsed by one
individual, who should prepare a daily log of such check and cash receipts. Another
individual should then prepare the bank deposit and record the checks and cash in the
cash receipts journal. An individual independent of the cash receipts process should
make the actual bank deposits and provide the deposit slip for reconciliation to the
cash receipts journal. The Board or another independent individual should
periodically compare the daily log to the cash receipts journal and to the subsequent
bank statement.



Cash Disbursements: There should be a formal process to review and authorize the
payment of invoices and bills that are to be paid. The mail should be opened and
stamped with the date and the word received, and entered into the A/P system. The
invoice should be approved by board of directors of another independent individual,
who should indicate their approval with initials or another method. When an invoice
is paid, the check copy should be attached and the invoice should be cancelled by
stamping it paid. The Board or another independent individual should record the
payment after it is paid.



Check signing: Checks are currently signed by (one / two) individuals if the checks
are for amounts over a certain dollar amount. All check signers should review the
documentation supporting the check. In addition, the Board should review check
copies included with the bank statements on a monthly basis.
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Petty Cash: Petty cash should be controlled by one person who is accountable for the
funds in a secure location. To make a disbursement from petty cash, a petty cash
voucher should be filled out and turned in at the same time. A receipt should always
be obtained after the purchases are made. Once the receipt is received, it should be
stapled to the voucher. The amount of cash and receipt totals in the petty cash should
always add up to the amount of the original petty cash balance. The receipts are
expensed to the appropriate expense account in the accounting records. A person
other than the one in charge of the petty cash should review the petty cash
periodically to ensure that the funds are being properly managed.



Payroll: Payroll checks should be prepared by someone who has no other payroll and
personnel duties, such as timekeeping, distribution of checks, and hiring of
employees. Paychecks should periodically be distributed by an employee with no
other payroll duties. In addition, the payroll registers should be reviewed by a
supervisory official or the Board, who should indicate approval by initialing the
register.

While policies and procedures have been aligned with Presbyterian Children’s Home and
Services and PCHAS-MO is working diligently to meet these expectations and controls, it is important
that management and the Board of Directors review accounting activities on a detailed basis and be
aware of additional procedures that can be implemented to remove or minimize risks as much as
possible.

CREDIT CARDS
During our audit of controls with regard to credit card purchases, we found that the organization
has implemented a procedure which helps document purchases in the event that a receipt is lost or
missing. However, we noted that there were several instances in which a receipt was not included in the
documentation or there was no documentation to verify the purchases were approved for reasonable
business purposes. We recommend management continue to emphasize the importance of proper credit
card usage as well as the requirement to obtain and properly complete the declaration of lost evidence
form when a receipt has been lost or is not provided.
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ACCOUNTING SOFTWARE SYSTEMS
During our audit of both affiliated organizations, we noted that each organization operates or
maintains their own accounting records on separate accounting software systems. This results in slightly
different accounting and reporting structures. The use of different accounting software can lead to
challenges in integration and business inefficiencies as the organizations continue to grow and merge
their organizational and accounting structures. In an effort to encourage the alignment of the
organizations, we would recommend the advantages and benefits of using the same accounting software
system which vast outweigh the drawbacks. We highly encourage the affiliated organizations to work
toward using the same accounting software which should help alleviate or minimize compatibility
problems through the complexity of using two separate accounting structure systems. We believe that
through the use of a consistent and similar accounting software system the organizations can increase
processing and output efficiency, promote cost and time savings, and allow the organizations to
concentrate on accomplishing their true mission of providing services and support to children and
families in need.
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We appreciate the opportunity to be of service to Presbyterian Children’s Homes and Services
of Missouri. If you have any questions or would like to discuss the aforementioned, please contact our
office.
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