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Independent Auditor's Report

The Officers and Board of Directors
The Arc Baton Rouge
Baton Rouge, Louisiana

Members of the Board:
We have audited the accompanying statements of financial position of

The Are Baton Rouge
(A Non-Profit Organization)
Baton Rouge, Louisiana

as of June 30, 2008 and 2007, and the related statements of activities, functional expenses and cash Itows
for the years then ended. These financial statements are the responsibility of the Organization's management,
QOur responsibility is Lo express an opinton on these [inancial statements based on our audits,

We conducted our audits in accordance with audiling standards generally accepted in the United States
ol America and the standards applicable {o financial audits contained in Government Auditing Standards,
issued by the Compiraller General of the Untted States. Those standards require that we plan and perform
the audit to obtain reasonable assurance about whether the financial statcments are free of material
misstatement, Anaudit includes examining, on a tesf basis, evidence supporting the amounis and disclosures
in the {inancial statements, An audit also includes assessing the accounting principles used and significant
estimates made by management, as well as evaluating the overall financial stalement presentation, We
believe that our audits provide a reasonable basis {for our opinion.

I our opinion, the financial statements referred to above present fairly, in all material respects, the
financial position of The Arc Baten Rouge as of June 30, 2008 and 2007, and the changes in its net assets
and s cash flows for the years then ended, in conformity with accounting principles generalfy accepted in
the United States of America.



In accordance with Governatent Auditing Standards, we have also issued our report dated November
26, 2008, on our consideration of The Arc Baton Rouge’s internal control over financial reporting and on
our tests of its compliance with certain provisions of taws, 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 reperting and compliance and the results of thal testing, and not to provide an opinion on {he
infernal control over financial reporting or on comphance. That report is an integral parl ol an audit
performed in accordance with Goverrment Auditing Standurds and important in assessing the results of our
audit.

Yours truly,

%M&/yﬂ/ Q)aarm@ A # C/MM/// A %,ﬁ



The Arc Baton Rouge
Staiements of Financial Position
June 30, 2008 and 2007

Assetls

Assels

Cash and cash equivalents
Investrments
Receivables

Trade

Slate contracts

Federal contracts
Notes receivable
Invenlory
Property, Plant and Equipment, Net
Deposits
Prepaid pension cost

1otal agsets
Liabilities

Liabilities
Accounts payable
Accryed expenses
Deferred income
Acerned pension cost
Tota! Liabilities

Net Assels
Unrestricted

Total Habilities and net assets

The accompanying notes arc an integral part of these financial statements,

and Net Assets

5

2008
$489,045
80,086

190,106
192,028
435,77}
32,739
19,712
1,026,639
24,746

2007

$551,058
79,902

109,078
123,081
390,446
35,664
15,533
1,083,521
21,323
120,045

2,494 872

2.499.651

106,525 128,724
273,748 258,519
7,551
287.643
675,867 187,243
1.819.00% 2,112,408
2.494 872 2.499 651




The Arc Baton Rouge
Statements of Activities
Years Ended June 30, 2008 and 2007

Unrestrictied Net Assels
Operating:

Unresiricted Revenue and Gains
Federal and State contracts
Federal awards
Program sales and service fees
Capital Area United Way
Contributions
Investment return
Public grants and other income

Tutal vprestricted revenue and gains

Expenses
Program services
General and administrative
Fund raising

Total expenses

Inerease in Net Assets From Operating Activities

Non-Operating:
Pension-relafed changes other than net periodic pension costs

Increase (Decrease) in Net Assetls
Net Assets, beginning of year

Net Assets, end of vear

v

The accompanying notes are ai integral part ol these financial stalements.
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2008 2007
$5,342,042  $4.934.585
211,980 125,454
581,947 567,726
207,817 227,841
153,161 66,727
11,522 12,526
550,388 527606
7,058.857 6,462,465
6,345,437 5,792,722
496,449 488,369
2,691 2.628
6,844,577 6.283.719
214,280 178,746
(507,683} 178311
(293,403) 357,057
2,112,408 175535
1,819,005 2,112,408
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The Arc Baton Rouge
Sin!e;ucnts of Cash Flows
Years Ended Junc 30, 2008 and 2007

Cash Flows From Operating Activities
Increase {decrease) in net asseis
Adjusiments to reconcile change in net assets {o net
cash provided by operating activities
Depreciation _
Loss on disposaifsale of fixed asset
Net unrealized (gain} loss on imveslments
Changes in operating assets and liabilities
(Increase) decrease in;
Accounts receivable
Invenlory
Deposits
Prepaid pension cost
Increase (decrease) i
Accounts payable
Accrued expenscs
Accrued pension cost
Deferred income
Nei cash provided hy operating activitics

Cash Flows From Investing Activifies
Proceeds from sale of Tand
Purchase of property and equipment, net
Nel change in investments
Collections on notes receivable .
Net cash provided (used) by investing activities

Net Increase {(Decrease) in Cash and Cash Equivalents
Cash and Cash Equivalents, beginning of year

Cash and Cash Equiv:{lem‘s, end of year

2008 2007
($293,403)  $357,057
91,064 91,939
48,009
652 (6,034)
(199,300)  (42,510)
(4.179) 2,082
(3,423) 3,718
120,045 (120.045)
(21,799) 5,400
15,229 34,273
287,643 (172,708)
7,55
80 201,172
62,000
(64,182)  (37,138)
(836) {3,431
2,925 2,439
_ (62,093} 23,870
(62,013) 225,042
551,058 326,016
AB9.045 551,058

The accompanying notes are an integral part of these financial statements.

9




The Arc Baton Rouge
Notes to Financial Statements
June 30, 2008

Note [-Nature of Organization

The Are Baton Rouge {Organization) is a not-for-profit organization which promotes, develops, monitors,
supports and directly provides services (o improve the well being of people with disabilitics and their familics
from East RBaton Rouge and surrounding parishes. The Arc Baton Rouge has various funding resources that
includes the Capital Area United Way agency and federal and state contracts and grants.

The Arc Baton Rouge offers the following service programs:

AMetro Enterprises: (Metro Dusiness and Metro Habilitation) Day program services offer apportunities
for people (age 22 and over) with mental retardation or ather developmental disabililies to become more
independent, tntepral and productive members of society. Services nclude work adjustment traiming,
community fife enrichment and paid work experience.

The Are Baton Rouge Children’s Services: (The Are Early Head Start and Child Care Center and Farly
Intervention} Promoles the rights and full inclusion of children with special needs and their lamiies.
Tagether with community partners, the program pravides services, supports and advocacy that inspire our
community and individuals. The program provides child development services through The Are Early
Head Start and Child Care Center. Barly Intervention services are provided for children with disabilities
and families in home and community setting, The program also supports inclusion through training and
icchnical assistance projects to support Early Childhood teachers and child care providers to nclude
children with disabilitics in natural settings. The Arc Children’s Services also provide scrvices to
families of children with disabilities through parent support and training.

Respite Care Programs: Provides relief for the primary care providers of children and adults with
developmental disabilities, from the everyday care, whether i's physical assistance, supervision or
accompanying on oulings. The support may oceur in the individual’s home, in the community or in the
Respite Center. 1t may occur regularly or the family may only request asgistance in an emergency
situation. The primary objective of Respite is to help prevent or delay institutionalization of individuals
with devetopmental disabilities,

Louisiana Career Developnent Cemter: Provides individuals who are deal” or deaf/blind with
comprehensive assessments, travel traming, work ethics training (including an internship), individual job
placement in area businesses, and follow-up support to employees and employers.

Baton Rouge Yocational Services: Develops and creates employment opportunities for individuals (age
16 and ofder) with disabilities through partnership with LRS. Provides vocational assessments, job
readiness skills, job placement and training service and follow-up services.

Community Services:  Provides disability education 1o the general public, service referral, advocacy,
crisis assistance, and coerdination of volunteer efforls, as well as recreational and leisure activities,
Works with other eslablished agencies to provide inclusive recreational opporiunities for persons with
developmental disabilities, coordinates an array of recreational and special events, Anadaptive swim
program with individual therapy and lessons is offered every summer,

Comnpamiiy Life:  Provides supperted living services (o adults with developmental disabifities who
reauire assistance or support o Hive in their owo homes in the community. The goal of Community Life
s to provide opportunities and support for individuals in their questto live as independently as possible
and (o be successTully included in the coninunity,

10



The Arc Baton Rouge
Notes (o Financial Statements
June 30, 2008

Note 2-Significant Accounting Policies

A Busts of Accounling

The financial stalements are presented using the acerual basis of accounting,

3. Basis of Presentation

The Organization has adopted Statament of Financial Accounting Standards (SFAS) No. 117, “Financial
Statements of Not-Tor-Profit Organizations™. Under SFAS No. 117, the Organization is required to reporl
information regarding its financial position and activitics according to three classes of net assets: unrestricled
net assefs, temporarily restricted net assets, and permanently restricted assets. Unrestricted netassets include
those net assets whiose use by the Organization is not restricted by danors, even thouph their use may be
limited in other respects, such as by contract or board designation. Temporarily restricted net assets are those
assets whase use by the Organization has been limited by donors to (a) later perinds of time or other specific
dates, or(b) o specified purposes. Permanently restricted net assets are those net assets received with donor-
imposed restrictions limiting the Orpanization’s use of the asset. The Organization does not have any
temporariky or permanently restricted net assets,

. Use of Estimales

The preparation of financial statements in conformity with accounting principles generally accepted 1o the
United States of America requires managemert (o make estimates and assumptions that affect the anrounts
reparted in the financial statements and accompanying notes.  Actual resalls could differ from those
estimales,

). Cash and Cash Equivalens

The Organization considers all funds on hand and with linancial institutions 10 be cash equivalents.
. Reeeivables

The Organization considers receivables to be fully coileciible; accordingly, no allowance for doubthu
accounts is required. 11 amounts become uncollectible, they will be charged fo operations when that
determination is made

I Inventory

Inventory is stated at the lower ol cost or market using the first-in first-out method.
G, Investments

Investiments inequity securitics with readily determinable fair values and all debt securities are carcied at faiv
value. Fair value is determined using quoted market prices (where available), or il not available, estimated
fair values based on quoted market prices of financial instruments with similar characteristics. Al other
invesiments are carried at the lower of cost ov markel. Recognized gains and Yosses on investiments are
reflected in the statement ol activities. Dividends and interest income are recorded during the period carned.



The Arc Baton Rouge
Nofes to Financial Statecments
June 30, 2008

Nate 2-Significant Accounting Policies {Continued)

H. Property and Eguipment

Property and equipment are recorded at cost. Projierty and equipment donated {or operations are recorded
as additions to net assets at fair value at the date of receipt and depreciated using the straight-line imethod
of depreciation aver the useful ‘jves of the assets, which range from 5-29 years.

Fxpendiures for major additions of property and equipment are capitalized, Expenditures for maintenance
and repairs are charged to expense as incurred.

Contributions reccived and unconditional promisesto pive are measured at their fair values and are reported
as an inerease in net assets. The Organization reports gifts of cash and other assets as restricted support if
they are received with donor stipulations that Hivit the use of the donated assets, or if they are designated
as support for future periods. When a donor restriction expires, that is, when a stipulated time restriction
ends or purpose restriction is accomplished, temporarily restricted net assels are rectassified to unrestricled
net assets and reported in the statement of activity as net assets released from restrictions. Donor-restricted
comtribulions whose restrictions are met in the same reporting period are reported as unrestricted support.

The Organization reports gifts of goods and equipment as unrestricted support unless explicil donor
slipulations specify how the donated assets must be used, Gifts of long-lived asscts with explicit restrictions
that speeify how the assets are to be used and gifls of cash or other assels that must be used to acquire long.
lived assets are reported as restricted support. Absent explicit donor stipulations about how long those long-
lived assets must be maintained, the Organization reports expirations of donor restrictions when the donated
or acquived long-lived assets are placed in service.

J. Grant Contracts

The Organization depends significantly on gran( contract reimbursements to carry out its program activities.
This revenue is disclosed as program revenuc on the statements ol activities.

Grant revenug is recorded as related expenses are incurred, and reimbursement requests are submitled to the
grantor ageney. '

K. Retirement Plan
The retirement plan 1s a defined benelit plan which covers substantiaity all full-time sataried employces.

The Organization is exempt from income taxes under Section 301(c)3) of the Infernal Revenue Code and
is not classified as a private foundation, :



The Arc Baton Rouge
Notes to Financial Siatements
June 30, 2008

Note 2-8ignificant Accounting Policies {(Continued)

M. Functional Expenses

The Organization allocales [imetional expenses primarily by specific identification of program expenses
wltich include salaries of personnel assigned (o specific programs, However, cerlain administrative salaries
and related expenses and other general expenses are allocaled using percentages which are adjusted annualily.
These percentages coincide with grant agreements and budgets,

N. Reciassifications

Certatn reclassifications have been made to the prior year’s financial staicments 1o conform with the current
year’s financial statement presentation, The reclassifications had no effect on net assets or the increase in
net assels.

Note 3-Invesiments
Investments in money market funds and certificates of deposits are stated al cost and equity investraents are

stated at markel value as quoted by national publications. At June 30, 2008 and 2007 investments are as
folows:

2008 2007
Money Market Funds 362,961 $62,125
Equity investments - cerporate stock 17,125 17,777
80,086 79,902

Investment income from cash equivalents and investments is comprised of the following for the years ended

Jane 30, 2008 and 20047

2008 2007
Unrestricted
Dividends and interest $12,174 $6,492
Net unrealized gains (loss) 652 6,034
Total 11,522 12,526
Note 4-Note Receivable
2008 2007
The Organization sold factlities on Wayne Drive for $57,000 in 1995 and
financed the sale. Terms are monthly installments of $500, and include
0% interest por anatty maturing January, 2016, The nate is secured by
the tand and buiding, $32,739 $35.604

l‘[



The Arc Baton Rouge
Notes (o Financial Statements
June 30, 2008

Note 4-Note Receivable (Continued)

Malurities of note receivable for the next five years ending June 30, are as follows:

2009 $3,182
2010 3,480
2011 3,807
2012 4,164
2013 4,555
Therealter 13,551

32,739

Nafe 5-Property and Equipment

A summary of property and equipment at June 30, 2008 and 2007, is as follows:

2008 2007
Buildings and improvements $2,193,377 32,174,627
Furniture and eguipment 527,245 498,813
Vehicles 122,211 105,212
2,842,833 2,778,652
Less depreciation to dale 2.026. 191 1935,128
816,642 843,524
Land 209,997 209,997
Property and equipment, net 1,026,639 1,053,521

MNote 6-Line of Credit

The Crganization hag a line of credit with a financial institution for $200,000, due on demand, of which no
amounis were drawn at June 30, 2008 or 2007. The interest rate at June 30, 2008 and 2007 was at the prime

rale. The line is secured by the building on Kelwood Avenue,

Mote 7-FPension Plan

The Organization has a Defined Benefit pension plan which covers substantiaily all of its employces who
meet eligibility requirements. Benefis under the plan are generally based on the employee's compensation
during the highest five consecwtive calendar years' salary during the last ten completed calendar years of
service before retirement. The pension plan is funded in accordance with the requirements of the Employec

Retirement Income Security Act of 1974,

The foltowing table presents the changes in benefit obligations, changes in Plan assets, and the compaosition
ol accrued benefit costs in the consolidated statements of financial position for the years ended June 30, 2008

and 2007,



The Are Baton Rouge
Notes to Financial Statements

June 30, 2008
Note 7-Pension Plan (Continued)
Pension Benelits
. ‘ 2008 2007
Changes in Benefit Obligations
Benefit obligations at beginning of year $3,273,007 53,149,331
Service cost 140,857 125,700
Interest cost 213,590 163,030
Actuarial (gain) loss 100,202 {112,055)
Benefits paid (171,831) {63,001)
Pxpense charges (21.432) (21.998)
Benefit obligations af end of year ' 3.534.393 3.273.007
Changes in Plan Assets
Fair value of plan assets at beginning of yeay 3,381,052 2,971,038
Actual return on plan assets {83,898) 358,263
Employer contributions A 142,859 148,750
Benefits paid (193,263} {84.999)
Fair value of plan assets af end of year 3,246,750 3,393 (352
Funded status/accrued benefit costs (287,643] 120,045

In Seplember 2006, the FASB issued SFAS No. 158 “Fmployer’s Accounting for Defined Benefit Pension
and Other Post-retirement Plans” (SFAS No. 158) which amends SFAS No. 87 “Employer’s Accounting for
Pensions™ (SFAS No, 87) and SFAS No. 106 “Employer’s Accounting for Post-retirement Benefits Other
Than Pensions™ (SFAS No. 106). This statement requires companics 1o iccognize an asset or Hability for
the overfunded or underfunded status of their benefit plans in their financial statements, The Qrganization

adopted the recognition of the funded status provisions of SFAS No. 158 at June 30, 2007,
Pension related changes other than net periodic cost under SFAS No, 158 are as {ollows:

Pension Benefits

2008 2007
Prior service credit (cost) ($446,198) ($520,675)
Net actuarial (gain) loss 807,928 380,254
Transition obligation or asset (32.358) (37.890)
Total : 329372 (178.311)

Iems not yet recopnized as a component of net perindic benelit costs:

Unrecoghized prior service credit (cost) (74,477) {74,477)

Unrecognized net actuarial loss 58,026 5,379

Trapsition obligation or asset (5.532) (3,332)
Total (21,983} (74.630)

The accumulated benefit obligation for the pension plan was approximately $3.0 million and $2.9 million

as of June 30, 2008 and 2007, respectively,



The Arc Baton Reuge
Notes fo Financial Statements
June 30, 2048

Note 7-Pension Plan (Confinued)

The weiphted average assumptions used to determine benefit obligations and net benefit cosrs for the years
ended 2008 and 2007 are as follows:
Pension Benefits

2008 2007
Benefit Obligations
Discount rale 6.25% 6.25%
Expected return on plan assets 1.75% 1.75%
Rate of compensation increase 4.50%  4.50%
Net Benefit Costs
[Hscount rate 6.25% 6.25%
Expected return on plan assets 7.75% 1.75%
Rale of compensation increass 4.50% 4.50%

The Bxpected Long-Term Rate of Return on Plan Assets assumption of 7.75% was selected using the
“building block™ approach described by the Actuarial Standards Board in Actuarial Standards of Practice No.
27-Selection Economic Assumptions for Measuring Pension Obligations. Based onThe ARC Baton Rouge's
investment policy for the pension plan in effect as of the beginning of fiscal year, a best estimate range was
determined for both the reat rate of return (net of inflation) and for inflation based on histonical thirly year
period rofling averages. An average inflation rate within the range equal to 3.75% was selected and added
to the real rate of return range 1o arrive at a best estimate range of 6.85% (o 9.06%. A rate within the best
estimate range of 7.75% was selected.

The components of net periodic benefit cosis for the years ended June 30, 2008 and 2007 are as follows (in

thousands):
Pension Benefits

2008 2007

Service cost £i40.857 $125,700
Interest cost 213,590 195,030
Expected return on plan assets (259,691}  (232,260)
Amartization of unrecognized transitional

abligation ar {asset) {(5,532) {5,5312)
Amount of recognized actuarial gains or (losses) 16,017 25,847
Amount of prior service cost recognized (74,477 (74.477)

Net periodic benelit costs __ 30,864 14.308

The Qrganization expects to contribute approxumately $120.000 to the plan in 2009, Benelis expected 10
be paid during the ensuing five vears and thereafler, are approximately as follows:

Fiscal Year Beginning Pension Bencefifs
July i, 2008 $181,000
Tuly ©, 2009 41,000
July 1, 2010 72,000
July ©, 2011 148,000
July &, 20012 FEZ,B00
July 1,212 - 2017 2,235,000



The Arc Bator Rouge
MNotes to Financtal Statements
June 30, 2008

Note 7-Pension Plan (Conlinved)

Plan Assets by Catesory

As of June 30, 2008 As of Jane 34, 2007
Amount Percent Amgunt Percent
Equity $1,381,247 42.67 $1,443,964 42.71
Fixed Income 1,785,097 55.15 1,901,269 56.23
General Account _._70.400 2.18 35819 186
Total 3,236,750 100.00 3,381,052 100,00

The Organization’s investment stralegy is @ long-term investment mix of forty percent common stocks and
sixty percent fixed income investments which include bonds and cash equivalents. The permitted range by
nveshiment category is 25% - 753% for common stock and hand funds and up to 40% for cash cquivalent
funds.

Naoie 8-Concentration of Risk

Al various timeg during the year, cash and cash cquivalents on deposit with one banking institution exceeded
the $100,000 insured by the Federal Depasit lnsurance Corporation. Management monitors he {inancial
condition of the institution on a regular basis, along with its balances in cash and cash cquivalents, 10
mininize potential risk.

Credit recervables have significant concentrations of credit risk in the govermmental sector in the Baton
Rouge, Louisiana area. AtJune 30,2008 and 2007, the portion of these receivables related to this sector was
approximately 77% and 82%, respectively,

Note 9-Econsmic Dependency

The Organization receives a majority of its revenue from funds pravided through pragrams administered by
the State of Louwisiana and United Way. The program amounts are appropriated gach year by the Federal and
State governmenis and the United Way Agency. 11 significant budget cuts are enacted at the Federal and/or
State level, the amount of the fimds the Organizalion feceives could be reduced sigaificantly and have an
adverse impact on i1s operations. Management is not aware of any actions that will adversely affect the
amount of funds the Organizaticn will receive in the next fiscal year.

Note 10-Contingencies - Federal and State Programs

The QOrganization participates in Federal and State programs, which are governed by various rules and
regulations. Costs charged to the grant prograins are subjeet (o audit and adjustment by the grantor agency;
therefore, {o the extent that the Organization has not complied with the rules and regutations governing the
granis, refimds of any maney received and the collectibitity of any related receivable at year end may be
impatred. In management’s opinion, there are no sipaificant contingend liabilities relating to compliance with
the rules andyegulations governing the grants; therefore, no provision has been recorded in the accompanying
financial statements for such contingencies. Aundits of prior years have nof resulted in any significant
disallowed costs or refunds, Any costs that would be disallowed would be recopnized in the period agreed
wpon by the grantor agency and The Arc Baton Rouge,



HAWTHORN, WAYMOUTH & CARROLL, L.L.P.

J.CHARLES PARKER, C.P.A
LOUIS C. McKNIGHT, NI, C.P.A.
GHARLES R. PEVEY, JR., C.P.A.
DAVIO J. BROUSSARD, C.PA,

CERTIFIED PUBLIC ACCOUNTANTS

B555 UNITED PLAZA BLVD., SUITE 200
BATON ROUGE, LOUISIANA 70808
(235) 923-3000 » FAX (225] 923-3008

November 26, 2008

Report on Internal Control Over Financial Reporting and on Compliance
and Other Matters Based on an Audit of Financial Staiements
Performed in Accordance with Government Auditing Standards

Board of Directors
The Arc - Batan Rouge
Baton Rouge, Louisiana

Members of the Board:

We have audited the financial statements of The Arc Baton Rouge (A Non-Profit Orpanization)Baton
Rouge, Louisiang, as of and for the year ended June 30, 2008, and have issued our report theréon dated
November 26, 2008. We conducied our audit in accordance with anditing standards generally accepted in
the United States of America and the standards applicable to Ninancial audits contained in - Government
Awditing Siendards, issued by the Comptroller General of the United Siates,

Internal Contral Over Financial Reporting

In ptanning and performing our audit, we considered The Arc Baton Rouge’s internat control over
financial reporting as a basis for designing our auditing procedures for the purpose of expressing our opinjon
on the financial statements, bul not for the purpose of expressing an opinion on the effectiveness of The Arc
Balon Rouge’s internal contro] over financial reporting. Accordingly, we do nol express an opinion on the
effectiveness of The Arc Baton Rouge’s internal control over financial reporting,

Our consideration of internal control over financial reporting was for the limited purpose described
in the preceding paragraph and would not necessarily identify all deficiencies in infernal control over
financial reporting that might be significant deficiencies or material weaknesses, However, as discussed
below, we identified certain deficiencies in internal control over financial reporting that we consider (o be
significant deficiencies,

A contrgl deficiency exists when the design or operation of a contral does not aliow management ar
employees, in the normal cowrse of performing their assigned functions, to prevent ur detect misstalements
on a timely basis. A significant deficiency is a control deficiency, or combination of control deficiencies,
that adversely affects the entity’s ability to initiate, authorize, record, process, or report financial data rebiably



:

inaccordance wiih generaily accepted accounting principles such that there is more than a remote likelihood
that a misstatement of the enlity’s financial statemenis that is more than inconsequential will not be
prevented or detected by the organization’s internal control. We consider the deficiency described in the
accompanying schedule of findings and respenses as 2008-1 1o be significant deficiency in internal over
financial reporting. :

Our consideration of interaal contral over firancial reporting was for the timited purpese described
inthe first paragraph of this section and would not necessarily identify all deficiencies in internal controi that
mightbe significantdeficiencies and, accordingly, would not necessartly disclose all significant deliciencios
that are also considered to be material weaknesses, However, we believe that the significant deficiency
deseribed above 1s not a material weakness.

Compliance and Other Matters

As part of oblaining reasonable assurance about whether The Arc Baton Rouge's, financial statements
are free of material misstatement, we performed tests of ils compliance with cerfain provisions of laws,
regulations, contracts, and grant agreements, noncompliance with which could have a direct and material
effect on the delermination of financtal statement amaounts. However, providing an opinion on compliance
with those provisions was not an objective of our audit, and accordingly, we do nol express such an opinian.
‘The results of our tests disclosed no instances of noncompliance or other matters that ere required 10 be
reported under Government Auditing Standards.

This repert is intended solely for the information and use of management, Board of Directors, federal
swarding agencies, pass-through entities, and the Lowisiana Legislative Auditor and is not intended to be and
should not be used by anyone other than these specified parties. Under Louisiana Revised Stalute 24:513,
this report is distributed by the Legislative Aunditor as a public document.

Yours truly, )
B, Whgronthe 1 Lorsl !



The Are Bafon Rouge
Summary of Current Year Findings
Year Ended June 30, 2008

Findings - Financial Statemeni Audit
2008-1- Internat Controls

Condition

As part of the audit process, we have abways assisted mavagement in drafting the financial stalements
and relaled notes for the year-end audit procedures. The definition of internal control over financial
reporling is that policies and procedures exist thal pertain 10 an entity’s ability to initiate, record,
process, and report financial data consistent with the assertions embodied in {he annual financial
statements, which for the Organization, is that financial statements are prepared in accordance with
genetally accepted accounting principles (GAAP). Because our involvement is so key (a that process,
there is an indication that the internal control over financial reporting of the Crganization meets the
definition of a significant deficiency as defined above. This is a prior vear finding.

Moncgemeni’s Response

We understand that this “deficiency” resulls from new professional standards that have been adopled
by the acecounting profession. Significant factors are as follows:

« The Organization generates the appropriate financial information to effectively manage its
operations in a timely manner.

+  The resowrces necessary o prepare financial statements in accordance with generally
accepled accounting principles would not represest responsible stewardship by our
management at this time,

Aceordingly, while this finding imay be necessary for the professional reasons cited above, we do not

consider our current situation fo be “deficient”, and therefore, conclude that the remedymg of the
“deficicney”™ does not represent an approach that the Organizabion should adopt at this time.

20



The Arc Baton Rouge
Summary of Prior Year Findings
Year Knded June 34, 2007

Findings - Financial Statement Audit
2007-1: Internal Contrals
Conclition

As part of the audit process, we have always assisted management in drafting the financial statements
and related notes for the year-end audit procedures, The definition of internal control over financial
reporting is that policies and procedures exist that pertain to an entity’s ability {o initiate, rccord,
process, and report financial data consistent with the assertions embodied in the annual {inancial
statements, wiich for the Organization, is that financial statements are prepared in accordance with
gencrally accepted accouniing principles (GAAP). Because our invokvement is so key to that process,
there is an indicatian that the internal contrat aver Dinancial reparting af the Orpanization meets the
definition of a significant deficiency as defined above,

Manageneni's Response

We understand (hat this *deficiency” results from new professional standards that have been adopted
hy the accounting profession. Significant fuctors are as follows:

» The Organization generates the appropriate financial information to effectively manage its
operations in a timely manner.

+ The resources necessary to prepare financial statements in accordance with generaily
accepied accounting principles would not represent responsibie stewardship by our
management at this tme.

Accordingly, while this finding may be necessary for the professional reasons cited above, we do not
consider our current situation fo be “deficient™, and therefore, conclude that the remedying ol the
“deficiency™ does not represent an approach that the Organization should adopt at this time.,



