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INDEPENDENT AUDITOR’S REPORT

The Board of Directors
Big Buddy Program

‘We have audited the statements of financial position of Big Buddy Program as of December 31, .
2008 and 2007, and the related statements of activities, cash flows, and functional expenses for the -
year ended December 31, 2008. These financial statements are the responsibility of the Organiza-

' tion's management. Our résponsibility is to express an opinion on these financial statements based on
our audits. The prior year summarized comparative information shown on the statements of activi-
ties, cash flows, and functional expenses has been derived from the Organization’s 2007 financial
statements and, in our report dated December 10, 2008 we expressed a qualified opinion on those
financial statements.

Except as discussed in the following paragraphs, we conducted our audits in accordance with audit-

- ing standards generally accepted in the United States of America and the standards applicable to fi-
nancial 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 of material misstaternent. An audit in-
cludes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements. An aundit also includes assessing the accounting principles used and significant estimates
made by management, as well as evaluating the overall financial statement presentatmn We believe
that our audits provxdc a reasonable basis for our opinion.

In 2007, there was a general lack of accounting controls over the acquisition of and payment for goods
and services parﬁcularly with respect to the entry of such transactions into the accounting records and the
functional allocation and distribution of costs. Accordingly, it was not practicable for us to extend our
andit of accounts payable as of December 31, 2007, and functional expenses for the year then ended
beyond the amounts recorded.

In our opinion, except for the effects on the 2007 financial statements of such adjustments, if any, as
might have been determined to be necessary had the transactions referred to in the preceding para-
graph been susceptible to satisfactory audit tests, the financial statements referred to in the first pa-
ragraph present fairly, in all material respects, the financial position of Big Buddy Program as of De-
cember 31, 2008 and 2007, and the changes in its net assets and its cash flows for the year ended De-
cember 31, 2008, in confonmty with accounting principles generally accepted in the United States of
Amenca.

Contmued...
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‘In_ aceordanee; with Government Auditing Standards, we have also issued our report dated J une 29,
-2009, on our consideration of Big Buddy Program’s internal control over financial reporting and our -

‘ tests of its compliance with certain provisions of laws, regulations, contracts and grants. That report '

- isan integral part of an audit performed in accordance with Government Auditing Standards and
should be read in conjunctlon with thrs report in consrdenng the results of our audit.

Our audit was performed for the purpose of forrmng an 0pm10n on the basic ﬁnancral statements of

. BigBuddy Program, taken as a whole. . The accompanying supplemental information descnptlon of

- programs on pages 14 is presented for addrtlonal analysis. Such information has been subjected to .
. the auditing procedures applied in the audit of the basic financial statements and, in our opinion, is
farrly stated in all matenal respects in relatron to the basic f'mancral statements taken as'a whole.

Also, the ,acCompanylng schedule of expendltures of federal awa'rds on page -15‘ 1s p_resented for pur-

- poses of additional analysis as required by U.S. Office of Management and Budget Circular A-133,

. Audits of States, Local Governments, and Non-Profit Organizations, and is not a required part of the -

basic financial statements. Such mformatron has been subjected 1o the auditing procedures appliéd in -

~the audit of the basic financial statements and, in our-opinion, is fairly stated, in all matenal respects
" in relatron to the basic: financial statements taken as a whole |

 June 29, 2009 .
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BIG BUDDY PROGRAM

STATEMENTS OF FINANCIAL POSITION
-December 31, 2008 and 2007 as rastated

2007
L - 2008 (as restated)
ASSETS | |
CURRENT ASSETS
- Cash (includes savings and time deposits of
$ 26,239 and $9,556 at Décember 31, 2008 and
- 2007, respectively) | % 31080 $ 30616
Unconditional promises to give _ _ 72,892 - -
Grants and other receivables - N 193,940 145,965
Prepaid expenses - _ o 27,750 55,941
Total current assets ' T ‘ ' 325,662 232,522
_ PROPERTY: AND EQUIPMEN'F - ' A R
. Buildings " o o C 172,754 - 172,754 v o
Transportation equnpment L ' : : 175,149 175,149
Furmture andequnpment S 49,211 424625
_ | , 397,114 390,365
 Less accumulated depreczation _ : (201,049) (162,284)
o o 196,065 228,081
OTHER ASSETS . .
"~ Refundable deposﬂs ' : - 1,227 1,227
: Total assets _ % 522,954 % 461,830

- Continued.. o



2007

T 2008 (as restated)
LIABILITIES AND NET ASSETS
CURRENT LIABILITIES ' .
‘Bank overdraft $ - § 34232
‘Short-term loan obligation 17,101 20,590
Current portion of long-term loan obhgatlon . ' 46,854 46,854
- Accounts payable . 33,336 104,507
" Payroll taxés and other withholdings payable ' - 98,743 18,394 -
.Accrued salaries : 10,915 - 23,237
.. Accrued compénsated absences . 6,046. 4,045
. Ofther liabilites - o S 24,024 9,055 .
_Total current Ilabi!ities T e . 237,019 260914 ...~
_ ?LONG-TERM LIABILITIES o - , : e
Long-term. loan obllgatlon C S . 46,854 46,854 .
Less curfént portion " - . ,(46,854) (46,854) ik
Total long-term Irabnlgtne;s ‘ - - -
~ NET ASSETS . : S
Unrestricted . a 89,851 (56,895)
 Temporarily restricted . ' . 193,909 255,636
Permanently restricted = ' - ‘ 2175 2,175
Total net assets S 2858935 200916 -
Total liabilities and net assets - 8 522,954 $ 461,830

. See accompanying notes
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BIG BUDDY PROGRAM

STATEMENTS OF CASH FLOWS
_ Year Ended December 31, 2008
- (With Comparative Totals for 2007 as restated)

2007
. ' 2008 (as restated)
CASH FLOWS FROM OPERATING ACTIVITIES | -
* Increase (decrease) in net assets $ 85019 $ (16,427)
~ Adjustments to reconcile increase (decrease) in net assets
to net cash provided by operatlng activities: ' ; o
Depreciation ‘ _ 138,765 36,332
Increase in recenvables S - (47,975)  (24,263)
Decrease (mcrease) in prepaid expenses 28,191 (26,338)
increase (decrease) in payroli {axes and : o ‘ :
other withhoidings payable S . 80,348 (4,201) .
Increase (decrease) in accrued salaries -~ " o {12,322) 23,237
- Increase (decrease) in accrued compensated absences : 2,001 (2,437)
Increase (decrease) in accounts payable - -0 - (71,171) 23,504
Loss on abandonment of equipment e S 1,089
Increase in uncondltlonal promises to gwe R - {72,892) -
~ Total adjustments ' - o o : (55.055-) ' 2'6,223
Net cash prowded by operatlng ac’nwhes o 29,964 9,796
- CASH FLOWS FROM INVESTING ACTIVITIES h
Withdrawal of savings deposits . ' ' - 2387 - -
* Acquisition of equipment - (6,749) (54,062) -
Net cash used in investing activities o : : (6,749) {51,675)
CASH FLOWS FROM FINANCING ACTIVITIES :
Increase (decrease) in bank overdrafts ' (34,232) © 34,232
Increase in other liabilities 14,969 9,055 .
" Proceeds from short-term borrowing : 18,916 22,766
- Principal payments on short-term borrowing : (22,404) (18,140)
Proceeds from.long-term borrowing 18,000
Principal'payments on leng-term borrowing - (20,250)
Net cash provided by financing activities (22,751) 4'5.663
NET INCREASE IN CASH - | 464 3,784
- Cash - beginning of year 30,616 26,832
Cash - end of year | $ 31,080 § _ 30,616

See accompanying hotes




BIG BUDDY PROGRAM
STATEMENT OF FUNCTIONAL EXPENSES
Year Ended December 31, 2008
' (With Comparative Totals for 2007 as restated)

Salaries and related payroli expenses §
Supplies ' :
Fundraising

Telephone

QOccupancy

Lecal transportation

Scholarships

General insurance

Professional fees

Contracted services

Other

Depreciation

See accompanying notes

Gaining Early Safe and Drug-Free
Title IV-B Tile IV-A - Titie IV-A Awareness Schools and
Twenty First Temporary Assistance Temporary and Readiness Communities
Century Community  for Needy Families Teen-  Assistance for for Undergraduate  Nationat Programs
" Learning Centers Pregnancy Prevention Needy Families Programs and Mentoring Grants
449091 § 74916 § 482,197 § 21,290 % 157,484
23,964 4281 16,099 748 : 8,059
62,080 14,661 67,501 l4,614 . 26,664
535,115 93,858 565,797 26,652 193,207
535,115 $ 93,858 % 565,797 $ 26652 § 193,207




2008

2007

(as restated)
Management
- Other and
Programs General Fundraising Total Total
s (470,132 § 33,637 $ 9971 $ 1,698,718 § 1,152,176
35,239 78 23 85,491 155,729
' - - - - 369
2,73 267 79 3,077 5,750
. - C - - - 12,168
© 5,408 - - 5,408 10,888
6,689 . - - 6,680 9,678
41,278 1,138 338 42,755 41,761
‘7,703 . 753 223 B,678 17.452
: l1,56.636 15,300. 4,535 351,971 §83,563
54,026 4,821 59,596 118,443, 106,460 .-
.. 779,842 55,995 74,765 2,325,231° 2,395,905 " .
s 0 34,408 3,361 896 38,765 - 36,332 .
5. 814,250 $ 59,356 § 75,761 % 2,363,996 § - 2432327



BIG BUDDY PROGRAM

NOTES TO FINANCIAL STATEMENTS ,
December 31, 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

_ ._Nature of activities
" Big Buddy Program is a nonprofit organization operating in the Baton Rouge area, offering
children Pre K through twelfth grade from low-income families the opportunities for recrea-
' tional, cultural, and educational activities. The Organization is primarily funded by Capital
Area United Way; the City of Baton Rouge-Parish of East Baton Rouge; and Federal, state -
and other private programmatlc grants.

Basrs of account.-ng

" The Organization prepares its financial statements on the accrual basis of accounting. Under
this method of accounting, revenue is recognized when earned-or billed, and eXpenses are-
recognized when goods or services are recelved and the obhganon for payment is mcurred

' Basrs of presentation ' ' : E .
Financial statement presentation follows the guldance of the F1nanc1a1 Accounting Standards

" Board in its Statement of Financial Accounting Standards (SFAS) No. 117, Financial State-

‘ments of Not-for-Praofit Organizations. Under SFAS No. 117, the Organization is required to

report-information regarding its financial position and activities under three classes of net as-

-~ sets: unrestricted, temporarily restricted, and permanently restricted. Unrestricted net assets

are resources that are free of donor-imposed or time restrictions and are available at the direc-
" tion of the governing board. Temporarily restricted net assets are resources that are limitéd

by donor-imposed stipulations that either expire by passage of time or can be fulfilled and
removed by actions of the Organization pursuant to those stipulations. Permanently restricted
net assets are those resources whose use by the Organization is limited to donor-imposed sti-
pulations that neither expire by passage of time nor can be fulfilled or otherwise removed by .

i acnons of the Organization.

Comparative ﬁnancia! information
The statement of activities, statement of cash flows, and statement of functional expenses in-
- clude prior-year summarized comparative information in total but not by net asset class.
_“Such information does not include sufficient detail to constitute a presentation in conformity
with accounting principles generally accepted in the United States of America. Accordingly,
such information should be read in conjunction with the Organization's financial statements
.. for the year ended December 31, 2007, from which the summarized information was derived.

-7-



" Cash and cash equivalents

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Contributions and grants »
Contributions received, grants, and unconditional promises to give are measured at their fair
values and are reported as an increase in net assets. The Organization reports cash gifts and
grants and contributions of other assets as restricted support if they are received with donor
. stipulations that limit the use of the donated assets or grants, or if they are designated as sup-
-port for future periods. When donor restrictions expire, that is, when the stipulated time re-
striction ends or the purpose of the restriction is accomplished, temporarily restricted net as-
sets are reclassified to unrestricted net assets and reported in the statement of activities as net
assets released from restrictions. Donor-restricted contributions whose restrictions are met'in
the same reporting period are reported as unrestricted support. '

Use of estimates :
The preparation of financial statements in confomuty wnh accounting- prmcxples generally
accepted in the United States of America requires management to make estimates and as-

. sumptions that affect the reported amounts of assets and liabilities and disclosure of contin= "\ ;-

. gent assets and liabilities at the date of the financial statements and the reported amounts of

" revenues and expenses dunng the reporting perlod Actual results could differ from those es-
timates.

H ]

- For purposes of the statement of cash flows, the Orgamzatlon c0n51ders all unrestncted high-
. lyliquid investments with matunnes of ninety days or less when acquired to be cash equiva-
* lents. :

Property and equ.'pment
Acqmsmons of property and equipment in excess of $500 are cap1tallzed Property and _
equipment is stated at cost less accumulated depreciation with depreciation being calculated
on the straight-line basis over the estimated useful life of the assets as follows:

Buildings o 15-39 yrs
Furniture and equipment _ , 5-7 yrs
Transportation equipment ‘ - 5yrs

When property is retired or otherwise disposed of, the accounts are relieved of the apﬁlicable
cost and accumulated depreciation, and any resulting gain or loss is reflected in operations.

Donated personal services

The value of donated personal services provided has not been recorded in the accompanying
financial statements. The Organization generally pays for services requiring specific exper-
tise. However, many individuals volunteer their time and perform a variety of tasks that assist
the Organization in the performance of its programs and various committee activities.



SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

Donated equipment
" Equipment donated to the Organization is recorded at fair market value on the date received.

- Income taxes

Big Buddy Program is an organization exempt from income taxes as defined in Sectlon
501(c)(3) of the Internal Revenue Code.

In June 2006 the FASB issued FASB Interpretation No. 48, Accountmg for Uncertainty in In- - |

come Taxes (“FIN 48™), an interpretation of FASB Statement No. 109. FIN 48 clarifies the ac-
counting for uncertainty in income taxes recognized in an enterprise’s financial statements in

- accordance with SFAS No. 109, Accounting for Income Taxes (“SFAS 109™). FIN 48 clarifies
the application of SFAS 109 by defining a criterion that an individual tax position must meet for
- any part of the benefit of that position to be recognized in an enterprise’s. financial statements. - .

-~ Additionally, FIN 48 provides guidance on measurement, derecognition, classification, interest - ;.

...~ and penalties; accounting in interim periods, disclosure, and transition. In December 2008, the . = -

‘ : FASB issued FASB Staff Position (FSP) FIN 48-3 which permits an entity within its scope to de-
.= .. fer the effective date of FIN 48 to its annual financial statements for.fiscal years beginning after

o December 15, 2008. The Big Buddy Program has elected to defer the application of FIN 48.for

. ' ~ the year end.ulg December 31, 2008. The Big Buddy Program evaluates its uncertain tax position

. . . usingthe provisions of FASB 5, Accounting for Contingencies. Accordingly, a loss contingency-
t - "isrecognized when it is probable that a liability has been incurred as of the date of the financial -
- statements and the amount of the loss can be reasonably estimated. The amount recognized is

“subject to estimate and management judgment with respect to the likely outcome of each uncer-
tain tax position. The amount that is ultimately sustained for an individual uncertain tax position
or for all uncertain tax positions in the aggregate could differ from the amount recognized. Man-
agement has not completed its evaluation of the impact of this standard; however, the Big Buddy
Program does not expect the impact will be material to the financial statements.

- Compensated absences

* Full-time employees earn one day of vacation time per month. Employees that do not use all
of their vacation time are allowed to carry forward a maximum of 6 days to the following
year. Employees terminating their employment with Big Buddy are entitled to be compen-
sated for their accrued vacation pay. Full-time employees also earn one day of sick time each
~ month. Employees are allowed to accumulate up to a maximum of 60 days of sick time, Em-

. ployees terminating their ernploymcnt with Big Buddy are not compensatcd for their accrued
sick pay.

A liability for compensated vacation time is provided based upon the number of hours of un-
- used time at the employee’s current hourly rate. No liability is accrued for sick leave in ac-
cordance with applicable accounting standards.



. . A'Local Foundatlons o . % L 14%.

: ‘. .--.-FUNCTIONAL ALLOCATION OF EXPENSES

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (continued)

- Recelvables and bad debis

Management believes that receivables are collectible in full, and no allowance for bad debts
has been provided in the financial statements.

- ECONOMIC DEPENDENCY

The Organization receives support from a number of sources, significant among those are the fol-
Yowing reflecting their percent of total revenues provided in 2008 and 2007:

» : : 2008 2007
Capital Area United Way ' _ _ 11% 11%
Department of Education Grants ) 2% 20%
Depamnent of Health and Human Services Grants o 2T% ) _' - %
quartment of Somal Ser\nces : : ' 15% -~ 15%: . i

. :'The GOSts of prov1d1ng the various programs and other activities have been summanzed oiid

- functional basis in the statement of functional expenses: Accordingly, certain costs are =2

charged specifically to a program or function and the remaining costs are allocated among

- programs, admuustratwe and fund raising based upon estimates of staff time devoted to these '

‘ functlons

RETIREMENT PLAN

The Organization provides a Section 403(b) contributory deferred compensation plan cover-
ing employees eligible as to age and length of service. Participation in the plan is voluntary
and provides that employees may contribute a percentage of their salaries to the plan. The
Organization makes a matching contribution of up to 5% of an employee’s salary after three
consecutive years of full time cmployment and 10% after five consecutive years of full time

- employment.

Because of low participation and the costs to maintain the plan, the Board of Directors approved
aresolution to discontinue the Section 403(b) contributory deferred compensation plan as of De-
cember 31, 2008.

-10-



CONCENTRATION OF CREDlT RISK
" The Blg Buddy Program maintains its cash in bank depos;t accounts, wluch at some times
may exceed federally insured lumts '

LEASE OBLIGATION
The Or’galnization leases certain equipment under agreements classified as operating leases.
The lease expense under these agreements for the year ended December 31, 2008 was $1,033

and was $3,794 for the year 2007

The following isa schedule by years of fufure minimum rental -payments required under the
eqmpment leases as of December 31 2008: ' ,

Years Endmg December 31 - :
2009 N .8 3,708
2000 3,597
o201 | 3,597
2012 1,499
;NOTEPAYABLE S N

The Blg Buddy Program maintains a $50 000 line of credit th.rough a local ﬁnanc:lal mstltu-

tion secured by a mortgage on program facilities located at 1415 Main Street. The line of

. credit matured -on March 13, 2007 and was extended to January 30, 2009.. Big Buddy is obli-
gated to make monthly interést payments at 8.5% until maturity on January 30, 2009 at which

time all unpaid principal and interest are due. o

The Big Buddy Program entered into a financing agreement for its business auto insurance
policy premium effective November 14, 2007. The financing arrangement calls for ten

- 'monthly installment payments of $1,988 including prmmpal and mterest at 10.95% beginning
Deeember 14, 2008.

NET ASSETS

Temporarily restricted net assets consist of funds designated by donors or grantors for specif-
ic purposes or programs. A total of $30,727 is restricted to the maintenance of Big Buddy fa-
cilities, $88,996 is restricted to use in specific programmatic areas and $1,295 represents
earnings on endowments dedicated to funding scholarships. In addition $72 891 is restricted
to use in future penods

-11-



' NET ASSETS (Continued)

Permanently restricted net assets consist of donations intended to remain in perpetuity, the
income from which is restricted to funding scholarships. The eamings on these endowments
are reported as temporarily restricted for use in funding such scholarships.

FEDERALLY ASSISTED PROGRAMS

Federal and State assistance programs represent an important source of funding for Big Bud-

dy. These programs are audited annually in accordance with the "Single Audit Act". Other

* programmatic audits may be conducted by grantor agencies. Prior audits have not resulted in

_any significant disallowed cost. However, grantor agencies may conduct or require additional

.examinations' which could result in the cancellation of grants or contracts, the disallowance 6f
costs charged to the grant or require the repayrment of any questioned costs identified and '
such repayments may be matenal to the financial statements.

'\:r,::

RESTATEMENTS

The 2007 ﬁnanmal statements have been restated to reflect the reclassification of revenues and s o

expenses originally- reported as agency transactions. The $23,237 originally reported in the
statemnent of financial position as agency obligations payable has been reduced to $0. Grant reve-
~ fues were increased by $237 066 and program expenses were increased by $213,769.

; Also, adjustments for accrued salaries in the amount of $23,237 increased current habllrtres and
expenses by this amount.

Asaresult of these restatements temporary restricted net assets increased and unrestricted net as-
sets decreased by $23,237.

-12-



SUPPLEMENTAL INFORMATION
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DESCRIPTION OF PROGRAMS

Title IV-B Twenty-First Century Communily Learning Centers

The Title IV-B Twenty-First Century program accounts for the administration of programs

for preK-12" grade students and their families in and out of school hours. The programs pro-

. vide academic, recreation, and enrichment activities to students in targeted high poverty area
“schools. ' :

'Tn‘le ! V-A Temporary Assistance for Needy Families

The Title IV-A funds account for various after school activities for school chlldren from
preK-12th grade. The programs provide recreation, acadenuc and enrichment activities to
students in schools in high poverty areas. .

' Trﬂe IV A Temporary Ass:stance for Needy Fammes Teen Pregnancy Prevent:on
Program

- The Title IV-A funds ancount for teen pregnancy preventlon act1v1t1es for school childrenin -
- middle schoo! grades 6-8. The program provides recreatmn and ennchment activities to stu-
dents in schools in high poverty areas.

Gaining Early Awareness and Readmess for Undergraduate Programs (GEAR UP)
" This grant program is designed to increase the number of low-income students who are pre-
- pared to enter and succeed in postsecondary education. The students enter the pfogram no’
later than the seventh grade. Big Buddy provides the programmatm educatlonal services and
. monitors their progress throughout high school.

Safe and Drug-Free Sohools and Communities — Nat.-onal Programs/Mentonng
"Grants - :
This program promotes mentoring for chlldren with the greatest need ‘oy assisting them in re-

. ceiving support and guidance froma mentor in order to improve their academic performance,
* to improve interpersonal relationships between the children and their peers, teachers, other

adults, and family members, to reduce the dropout rate, and to reduce juvenile delinquency
. and involveme'nt in pangs.

B Other Programs

The Blg Buddy Program accounts for other programs for acadenuc recreation, and enrich-
ment to children in high poverty areas. Their programs are geared toward the social and aca-
demic development of our youth They target children of all ages both in school and out of
.school :

-14-



BIG BUDDY PROGRAM
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS
' Year ended December 31, 2008

FEDERAL . PROGRAM _ : TOTAL

L '-"Church

FEDERAL GRANTOR 4 'CFDA GRANT OR AWARD REVENUE " FEDERAL
GRANTORS/PROGRAM TITLE NUMBER YEAR END AMOUNT RECOGNIZED EXPENDITURES
U.S. Department of Education
o Safe and Drug-Free Schools and Communities 84.184B 313012011 % 520,159: $ - 183207 § ° - 193207
National Programs and Mentoring Grants ‘
Passed Through the Louisiana Department of
Education:
" Title IV-B Twenty Flrst Century Communﬂy 84.287C  12/31/2009 368,000 168,490 147,798
Leaming Centers . . ] LT 12/31/2010 . - 260,550 . .- 101.361 . 91,907
" Passed Through the St Franms Xavner Cathohc
" Title V-B Twenty First Century Communlty 84.287C '12/511201;5._ . 434250 | 233,865 191,675

Leaming Centers

'Passed Through Chrldren s Charter School

“Title IV-B Twenty First Century Communty = 84267C . 6/302010. » 600000 . 93814 93.814
Learning Centers - . : '

F.’assed Through,Lpuisiana State University

Gaining Early Awarenees and Readiness 84,334 07/20/2009 .. 83,000 . 27,136 26,652 .
for Undergradute Programs : '

u S, Degartment of Health and Human Services

. Passed Through the Louisiana Department of
. Education:

Title IV-A Tempérary Assistance for : ‘93558 ' 8/31/2008 288,119 273.253 252,824
Needy Families K B8/31/2008 227,331 48,050 92,056
Title Iv-A Temporery Assistance for 93558 12/31/2008 146,749 - 88,306 . 84,789
Needy Families - Community Response ' 12/31/2008 -~ 140,043 .140,043 136,128
Initiative : ' T : :

_ Passed Through the State of Louisiana
' Department of Social Services:

Title [V-A Temporary Assistance for Needy 93558  2/28/2008 132,288 5,086 16,743

Families-Teen _Pr‘egnancy Prevention . 2/28/2009 132,268 . 110,932 . 77,115
$ 3312777 $__ 1481532 $ 1.404,708

Note A: The schedule above is prepared using accrual basis of accounting. This information is presented in accordance
with the requirement of OMB Circular A-133, Audits of State, Local Govemment, and NonProfit Organizations. Therefore,
the amounts presented on the schedule may differ fron'_r amounts prasented in the basic financial statements.
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INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL OVER
FINANCIAL REPORTING AND ON COMPLIANCE AND OTHER MATTERS
*  BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED
IN ACCORDANCE WITH GOVERNMEN TAUDITING S TANDARDS

'I'he Board of Dlrectors .
: Blg Buddy Program

We have audited the accompanying financial statements of B1g Buddy Program, as of and for the year -
. ended December 31, 2008, and have issued our report thereon (dated June 29, 2009. We conducted our
. audit in accordance with auditing standards generally accepted in the United States of America and the
. . standards applicable to financial audits contained in Governmenr Audmng Srandarais‘ issued by the .
" Comptroller General of the United States. . . .

' Internal Control Over Financial Reportmg : _ _ _
In planning and performing our audit, we considered Big Buddy Program's internal control over
financial reporting as a basis for designing our auditing procedures. for the purpose of expressing our
opinion on the firiancial statements, but not for the purpose of expressing an opinion on the .
 effectiveness of Big Buddy Program’s intémal control over financial reporting. Accordingly, we do not
express ‘an opinion on the effectiveness of the Organization's mtemal control over financial reporting.

Our consideration of mternal control over ﬁnanmal reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in internal 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 to
be significant deficiencies. .

- A control deficiency 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
misstatements 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 reliably in accordance with generally accepted accounting principles such that

there is more than a remote likelihood that a misstatement of the entity’s financial statements that is
more than inconsequential will not be prevented or detected by the entity’s internal control. We
‘consider the deficiencies described in the accompanying schedule of the findings and questioned costs
as items 2008-1, 2008-2 and 2006-1, to be mgmﬁcaut deficiencies in internal control over financial
reporting., : _
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A material weakness is a significant deficiency, or combination of significant deficiencies, that results.
in mote than a remote likelihood that a2 material misstatement of the financial statements w111 not be
prevented or detected by the entity’s internal control.

" Our consideration of internal control over financial reporting was for the limited purpose described in
the first paragraph of this section and would not necessarily identify all deficiencies in internal control
. that might be significant deficiencies and, accordingly, would not necessarily disclose all significant
* deficiencies that are also considered to be material weaknesses. However, we believe that none of the
significant deﬁciencies dcscribed above are material weaknesses. -

. Compliance and Other Matters : )

.. As part of obtaining reasonable assurance: about whether the Big Buddy Prograrn s ﬁnancml statements. -
are free of material misstatement, we performed tests of its compliance with certain provisions of
laws, regulatmns contracts and grant agreements, noncompliance with which could have a direct and -

... material effect on the determination of financial statement amounts. However, providing an op:mon on, L
P comphance w1th those provisions was not an objective of our audit and, accordingly, we do not . .
[ """ express such an opinion, - The results of our tests disclosed an instance of noncompliance that is

'required to be reported under Government Auditing Standards, and which is described in the”

accompanymg schedule of ﬁndmgs and questloned costs as 1tem 2008 3.

' Blg Buddy s response to the ﬁndmgs 1dent1ﬁed in our audlt is descnbed m the accompanymg schedule
of ﬁndmgs and ques’uoned costs. We dld not audit Big Buddy’s response and accordmgly, We express
“no oplmon on it. : , _

This report is intended solely for the information and use of the management and board of Big Buddy
~ Program, the Legislative Auditor, and federal and state awarding agencies and is not intended to be
- -and should not be used by anyone other than these specified parties. Under Louisiana R. S. 24:513,

a thls report is distributed by the Leglslat.we Audltor asa pubhc document. ‘ -

-17-
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.INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS |
APPLICABLE TO EACH MAJOR PROGRAM AND INTERNAL CONTROL OVER
' COMPLIANCE IN ACCORDANCE WITH OMB CIRCULAR A-133

The Board of Directors
Big Buddy Program

‘Comphanc : : :
.. We bhave audited the: cornphance of Bl g Buddy Program with the types of comphance reqmrements

C '.:'fdescnbed inthe U8 Office of Management and Budget (OMB) Circular A-133 Complidnce o>
.. -Supplement that are applicable to its-major federal program for the year ended December31, 2008. Brg :
~ Buddy Program s major federal programs are identified in the summary of auditor's results section of
.. the accompanying schedule of findings and questioned costs. Compliance with the requirements of
4+ . laws, regulations, contracts-and grants applicable to its major federal programs are. the'résponsibility of

N the Big Buddy Program’s managément. Our responsrbrhty is to express an oplmon on: Brg Buddy

3 ‘-_,Program s compliance based on our audit.

We oonducted our apdrt of compliance in accordance with auditing standards generalljr'éooepted 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 of America; and OMB

- Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations. Those standards

| " and OMB Circular A-133 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 Big Buddy Program's 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. - Our-audit does not provide a legal determination on Big

. Buddy Program s compliance with those requirements.

* * In our opinion, Big Buddy Program comphed, in all material respects, with the requrrements referred to

above that are applicable to its major federal programs for the year ended December 31, 2008

Internal Control Over Comp_lranc '
‘The management of the Big Buddy Program is responsrble for establishing and ma.mtammg effective

_.internal control over compliance with requirements of laws, regulations, contracts and grants applicable

to federal programs. In planning and performing our audit, we considered the Big Buddy Program's

" internal control over compliance with requirements that could have a direct and material effect on major
federal programs in order to determine our auditing procedures for the purpose of expressing our’

" opinion on compliance, but not for the purpose of expressing an opim'on on the effectiveness of internal
control over compliance. Accordingly, we do not express an opmron on the effectiveness of the Big

- Buddy Program’s internal control over compliance.
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. Our consideration of the internal control over compliance was for the limited purpose described in the
. préceding paragraph and would not necessarily identify all deficiencies in internal control that might be
~ significant deficiencies or material weaknesses as defined below. However, as discussed below, we
identified certain deficiencies in internal control over compliance that we consider to be significant
deficiencies.

_A control deﬁcienéy in an entity’s internat control over compliance 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 noncompliance with a type of compliance requirement of a
federal program on a timely basis. A significant deficiency is a control deficiency, or combination of
control deficiencies, that adversely affects that entity’s ability to administer a federal program such that

© there is more than a remote likelihood that noncompliance with a type of compliance requirement of a
-federal program that is more than inconsequential will not be prevented or detected by the entity’s
- -internal control. We consider the deficiencies in internal control over compliance described in the
. accompanying schedule of ﬁndlngs and questioned costs as items 2008-1, 2008-2.and 2006 1 to:be
Ceo .,.51gmﬁcant deﬁmenc:es S e . e

"",',."“.\ Lo

A matenal -.weakness isa 51gn1ﬁcant deﬁc1ency, or combmanon of 51gruﬁcant deﬁcmnmes that results
- in more than a remote likelihood that material noncompliance with a type of comphance reqmrement of °
‘:,a' federal program will niot be prevented or detected by the entity’s internal control ‘We do nat. conmder _
».,;:the deﬁcxenmes in internal control over comphancc described in the accompanying schcdule of ﬁndmgs
“and quest.loned costs to be material weaknesses. ” SRR

' Big Buddy P'ro'gram s tesponse to the findings identified in our audit is described in the accompainj}ing
-schedule of findings and queshoned costs. We did not audit Big Buddy Program $ response and,

accordmgly, we express no oplmon onit.

- "  This report is mtended solely for the mfonnatlon and use of the management and board of Big Buddy

_ Program, the Legislative Auditor, federal and state awarding agencies and other pass-through entities

and is not intended to be and should not be used by anyone other than these specified parties. Under

- Louisiana R. S. 24:513, this report is di_sp*ibuted by the Legislative Auditor as z_apublic document.
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BIG BUDDY PROGRAM
SUMMARY OF AUDIT RESULTS AND

SCHEDULE OF FINDINGS AND QUESTIONED COSTS
Year Ended December 31, 2008

SUMMARY OF AUDIT RESULTS
1 © The auditor's report expresses an unquahﬁed oplmon on the financial statements of Big
" . Buddy Program :

2. - Three significant deficiencies in internal controls, 2008-1, 2008-2 and 2006-1, relating to
. the audit of the financial statements are included in the “Report on Internal Control and -
on Compliance and Other Matters Based on an Audit of Financial Statements Performed
in Accordance with Govemmental Aud:tmg Standards ” No items are reported as
: matenal weaknesses L

" 3. One mstance e of noncomphance 2008 3 material o the ﬁnancral sratements of Blg Budd o
L Prograrn was disclosed durmg the audit. . :

}'Two‘srgmﬁcant deﬁcrenc1es in mternaI controls, 2008 1 and 2008-2 relatmg Io the audrt R
- of the major federal award programs are included in the "Report on compliance with-
| .Reqmrements Applicable to Each Major Program and Internal Control Over Complrance o
in Accordance with OMB Circular A-133". No items are reported as material L

N weaknesses ' :

S The auditor's report on compliance for the maj or federal award programs for Big Buddy
‘ Program expresses an unqualified opinion.

6.  No audit findings relative to the major federal award programs for Blg Buddy Prograrn
. were disclosed during the audit.

7. The programs tested as major programs are as follows:

" . U. S. Department of Education
‘CFDA 84.287C - Title IV-B Twenry -First Century Commumty Learmng Centers

u. S Department of Health and Human Services
' CFDA 93.558 - Title IV-A Temporary Assistance for Needy Farrulres

8. “The threshold for distinguishing Types A and B programs was $300,000.

9. Big Buddy Program was determined tobea high-risk auditee.
I . .
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'FINDINGS - FINANCIAL STATEMENTS AUDIT .

]NTERNAL CONTROL

2008-1

Delinquent Payroll Taxes Payments

Condition: We noted that during the last two quarters of 2008, payroll taxes were not
timely remitted to tax authorities. Although it appears that all of the delinquent
balances were settled in early 2009, the delay in payment resulted in thousands of
dollars in penalty and interest charges

Effect: Late rermttance of payroll taxes to tax authontles resulted in thousands of
dollars in interest and penalty charges. ‘ L

Criteria: Internal controls include those policies and procedures that exist to assure

- that errrployee uﬁﬂrhbldings and payroll taxes are remitted timely.

" 20082

Audtror s Recommendatzon Manage cash ﬂows to assure that all obligations,
particularly payrol}, tax remittances are pard timely 1 in order to avoid costly penalty
and mterest charges . :

. Management Respon.s'e Management is workmg to better utilize mtemal aecountrng PR
. -data to monitor cash flows i in order to avqrd 1ate payments that result in additional

interest and pena]ty charges
Accumu]atron of Programmatrc Costs

Candztzan Big Buddy § accounting system is designed to capture receipts and
disbursements and record the transactions in standard general ledger accounts to
facilitate preparation of financial statements. The system also has the capability to -
record each transaction in programmatic cost categories to facilitate billings on

- reimbursable grants and the compiling of revenue and cost details for reportmg
- federal and other program expendrtures as required.

It was noted that the system program cost report totals for a particular program
sometimes varied with the total of cost reimbursement requests billed to grantors.
Our testing of reimbursement requests found that costs billed to the various agencies
were properly supported. However, some receipt and dtsbursernent transactions rnay
not have been coded in the proper program categories.

Effect: The programmatic-cost reports generated by the system may not be reliable in

- accumulating costs categorized by program which is essential in reporting to grantors

and in the preparation of billings on reimbursable grants. Also, allowable costs may
be omitted from grant billings if not properly accumulated and reported.

Criteria: Internal controls include those policies and procedures to assure that
. programmatic costs are accurately accumulated for billing and reporting.
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Audttor s Recommendation: Dcvclop and unplement controls and proccdurcs to
assure rehabﬂlty of the program cost data,

Management Response Many of the problems and errors are the resu]t of poor record -

* keeping that occurred early in 2008 prior to the hiring of the new director of finance.
Because of the volume of transactions that had already been recorded in the system
prior.to her hiring, it was not possible to correct all of the errors in the program cost
system, and greater attention was given to assuring the integrity of the general ledger
accounting system. Policies, procedures and controls have been implemented to -
assure greater accuracy in the program cost system.

~ 2006-1 Intcrnal Control over Fmanc1al Reportmg

,Candztzon We have always ass:stcd management in 1 the ana]y51s and reclassification
of various accounts in order to close the books at year end and in drafting the .-
ﬁnancxal statements and related notes as part of our year-end audit process.

. Ejfecr Bccausc our mvolvcmcnt is so key to that process there is an indication that

" this deficiency in mternal control over financial reporting of the Orgamzatlon meets
the deﬁmtton of 2 a sxgmﬁcant deficiency as defined below.
Cr:terta Internal controls over - financial rcportmg are thosc policies and procedures

. that exist to assure-an cntlty s ability to initiate, record, process, and report financial - |

- data consistent with assertions embodied in the annual financial statements, and that

financial statements are prepared in accordance with generally accepted accountmg
prmclples (GAAP).

Auditor 's Recommendation: At this time it is not feasible for the Big Buddy Program-
to acquire the expertise necessary to actiially draft the year end financial statements in
accordance with GAAP. Therefore, we propose to continue to assist management in
the drafiing of those financial statements.

Management Response: Managément acknowledges the condition as described
above. Although the Big Buddy Program’s management does not actually prepare
and draft the financial statements, they have the capacity and experience to .
understand proposed adjustments and to oversee the drafting of financial statements
prepared in accordance with generally accepted accounting principles. They provide
all of the information to support adjustments and reclassifications and other
information to be included in the financial statements and they understand the
financial statement presentation. Therefore, management proposes to continue with |
the current arrangement for financial statement preparation,

COMPLIANCE
2008-3 - Engagement Completion

Condition: During final engagement review in June 2009, the auditor determined that
certain receipts and disbursements classified as agency transactions in both 2007 and
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© 2008 were actually revenues and expenditures related to sub-gr'ahts and contracts from
_ two community based organizations. It was also determined that these sub-grants were
_federally funded. When the 2008 reclassified disbursements were added to existing

. federal program expenditures and the effects reassessed, it was determined that a

federal program category previously determined to be a non-major program should
have been classified as a major federal program requiring additional testing under the
requirements of Office of Management and Budget Circular A-133.

' The additional testing was undertaken, but it was not possible to corhplete the required

additional testing and reporting in time to submit the report to the Legislative Auditor
by the filing deadline of June 30, 2009.

. Effect: According to the Legislative Auditor of the State of Louisiana,- failure to
" comply with the six month statutory issuance date is specifically required to be

reported asa material mstance of uoncompllauce w1th state law ,

" Criteria- L R, S 24:513 prov1des that the audlted ﬁnanc1a1 statements are to be filed

w1th the Leglslauve Auditor mthm six" months of the close of the ﬁscal year.

Audztor s Recommendatron There is no recommendatxon relative to this ﬁndmg The

: cucumstances causmg the delay in ﬁlmg the report were unforeseen

Management Response The mrcumstances causing the delay in submitting the report .
were unforeseen and every éffort was made to accommodate the audxtor 5 addltlona.l
testing and expedmte the completlon of the audit.

FINDINGS AND QUESTIONED COSTS - MAJOR FEDERAL AWARD PROGRAM

AUDIT

INTERNAL CONTROL

2008-1

Dehnquent Payroll Taxes Payments

Condztzon We noted that during the last two quarters of 2008 payroll taxes were not

timely remitted to tax authorities: Although it appears that all of the delinquent
balances were settled in early 2009, the delay in payment resulted in thousands of
dollars in penalty and interest charges

Eﬁ?sct Late remittance of payroll taxes to tax authontles resulted in thousands of
dollars in interest and penalty charges.

Criteria: Internal controls include those policies and procedures that exist to assure
that employee withholdings and payroll taxes are remitted tnmely

Auditor’s Recommendatlon Manage cash flows to assure that all obhgatlons

" particularly payroll tax remittances are paid timely in order to avoid costly penalty

and interest charges. -
23



_ Munagement Response: Management is working to better utilize internal accounting

2008-2

- data to monitor cash flows in order to avoid late payments that result in additional
mterest and penalty charges. -

Accumulation of Programmatic Costs

. Condition: Big Buddy’s accounting system is designed to capture receipts and
. disbursements and record the transactions in standard general ledger accounts to

facilitate preparation of financial statements. The system also has the capability to

. record each transaction in programmatic cost categories to facilitate billings on
reimbursable grants and the compiling of revenue and cost details for reportmg

o federal and other program expendltures as reqmred

It was noted that the system program cost report | totals fora partlcular program

- sometimes varied with the total of cost reimbursement requests billed to grantors.
- Our testing of reimbursement requests.found that costs billed to the various agencies

were properly supported. However, some receipt and dlsbursement transactions may

* not have been coded i in the proper program categories.

»\'

Eﬂ'ect The programmatlc cost reports generated by the system may not bereliable in.

- accumulating costs categorized by program whlch is essential in reporting to grantors
- and in the preparation of billings on: rclmbursable grants. Also, allowable costs may
§ be omltted from grant bxlhngs if not properly accumulated and reported.

Crzterza Intemal controls include those pohcles and procedures to assure that
" programmatic costs are accurately accumulated for billing and reportlng

- Auditor’'s Recommendation: Develop and unplcment controls and procedures to
- assure reliability of the program cost data

"Ma;zagement Response Many of the problems and errors are the result of poor record
keeping that occurred early in 2008 prior to the hiring of the new director of finance.

* Because of the volume of transactions that had already been recorded in the system

prior to her hiring, it was not possible to correct all of the errors in the program cost
system, and greater attention was given to assuring the integrity of the general ledger

" accounting system. Policies, procedures and controls have been nnplemented to

assure g:rcater accuracy in the program cost system.
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: '.INTERNAL CONTROL

Q
%!\ Big Buddy Program

1415 Main St., Baton Rouge, LA 70802
June 29 2009 " Ph. {225) 38B-5737 Fax (225) 346-8441

| The Big Buddy Program respectfully submits the followmg correetrve action plan for the year ended
December 31, 2008.

Name and Address of mdependent public accountmg ﬁrm
L.A. Champagne & -Co., L.L.P.
- 4911 Bennington . Avenue :
Baton Rouge, LA 70808

' '.Audlt penod Year ended December 31,2008

The ﬁndrngs from the 2008 schedule of ﬁndrngs and quesnoned cost are dlseussed below 'Ibe ﬁndmgs- :
. are numbered consistently with the number assrgned o the schedule g - .

_A 2008 1 Delmquent Payroll Taxes Payments

Condition: We noted that dunng the last two quarters of 2008 payroll taxes were not timely
remitted to tax authorities. Although it appears that all of the delinquent balances were
settled in early 2009, the delay in payment resulted in thousands of dollars n penalty and -
Interest charges.

Eﬂ'ecr Late remittance of payroll taxes to tax authorities resulted in thousands of dollars in
interest and penalty charges.

_ Crltena Internal controls include thosepollcres and procedures that exist to assure that
employee w1thhold1ngs and payroll taxes are remitteéd nmely

Aud.ttor 5 Recommendanen Manage cash ﬂows to assure that all obligations, parncularly
payroll tax remittances are paid timely in order to.avoid costly penalty and interest charges.

'Management Response: Management is working to better utilize internal accounting data to
monitor cash flows in order to-avoid late payments that result in additional interest and
_penaity charges .

- 2008-2 Accumulation of Programmatic Costs

Condition: Big Buddy’s accounting system is designed to capture receipts and disbursements
and record the transactions in standard general ledger accounts to facilitate preparation of
financial statements. The system also has the capability to record each transaction in
programmatic cost categories to facilitate billings on reimbursable grants and the compiling
‘of revenue and cost details for reporting federal and other pro gram expenditures as required.
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It was noted that the system program cost report totals for a particular program sometimes
varied with the total of cost reimbursement requests billed to grantors.- Our testing of
- reimbursement requests found that costs billed to the various agencies were properly
' supported However, some receipt and d:sbursement transactions may not have been coded
in the proper program categones : :

- Effect: The programmatic cost reports generated by the system may not be reliable in
accumulating costs categorized by program which is essential in reporting to grantors and in
the preparation of billings on reimbursable grants. Also, allowable costs may be omitted
from grant blllmgs if not properly accumulated and reported.

Cntena Internal controls include those policies and procedures to assure that programmatlc'
'costs are accurately accumulated for b1llmg and reportmg : -

‘_Audltor s Recommendation: Develop and nnplement controls and procedures to assure
rehab111ty of the program cost data. S e et e

- Management Response: Many of the problems and errors are the .result of poor record
keeping that occurred early in 2008 prior to the hiring of the new ditector of finance.
Because-of the volume of transactions that had. already beenrecorded in the system prior.to
her hiring, it was not possrble to correct all of the errors in‘the program cost system, and
greater attention was given to assuring the integrity of the. general ledger accounting system.

Gt o - - Policies, procedures and controls have been implemented to assure greater accuracy.in the
SRR program cost system. %

" 2006-1 Internal Control over Financial Reporting

. Condition: We have always assisted management in the analysis and reclassification of
various accounts in order to close the books at year end and in drafting the financial
statements and related notes as part of our year-end audit process.

Action Taken: Management aclmowledges the condition as described above. Although the
~ Big-Buddy Program’s management does not actually prepare and draft the financial :
statements, they have the capacity and experience to understand proposed adjustments and to.
- oversee the drafting of financial statements prepared in accordance with generally accepted
accounting principles. They provide all of the information to support adjustments and
reclassifications and other information to be included in the financial statements and they
understand the financial statement presentation. Therefore, management proposes to continue
- with the current arrangement for financial statement preparation.

' COMPLIANCE '
2008 3 Engagement Completlon .

Condmon During final engagement review in June 2009, the auditor determined that certain
recelpts and disbursements classified as agency nansacnons in both 2007 and 2008 were .
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* actually revenues and expenditures related to sub-grants and contracts from two community

-based organizations. It was also determined that these sub-grants were federally funded.
When the 2008 reclassified disbursements were added to existing federal program
expenditures and the effects reassessed, it was determined that a federal program category’
previously determined to be a non-major program should have been classified as a major
federal program requiring additional testing under the requu‘ements of Ofﬁce of Management
and Budget Clrcular A-133.

The additional testlng was undertakeo, but it was not possible to complete the required
. additional testing and reporting in time to submit the report to the Legls]atwe Auditor by the
- filing deadline of June 30, 2009. ‘

Effect: Accordmg to-the Legislative Auditor of the State of Louisiana, failure to comply with -
the six month statutory issuance date is specifically required to be reported as a material
Amstance of noncompliance with state law. :

. Criteria: L. R S 24 513 prov1des that the audited ﬁnanc.lal statements are to be ﬁled w1th the . .
n Leglslatwe Audltor within six months of the close of the, ﬁscal year : .

-‘Audltor 5 Recommendat]on There is no recommendatlon relat1ve to th1$ ﬁndmg The
1.01rcumstances causmg the delay in filing the report were unforeseen ‘

e N Management Response The circumstances causing the delay in submlttiﬁg the report were .
e unforeseen and every effort was made to accommodate the auditor’s addltlonal testing and .
' - expedite the completion of the audit. - -

" If there are any questions regarding this plan, please call me at 225-388-9737.

Respectively submitted,

| Big Bu yProgram

" Gaylynne&1ack - B -
. Executive Director
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BIG BUDDY PROGRAM
SCHEDULE OF CORRECTIVE ACTION TAKEN

ON PRIOR YEAR FINDINGS
Year Ended December 31, 2008

2007-1  internal Control over Acquisitions and Payments -

Condition: There is a lack of accounting controls over the acquisition of and
" payment for goods and service$ particularly with respect to the entry of such
- transactions into the accounting records and the functional allocation of costs and
expenses. Big Buddy has not maintained an effective control environment due to
the lack of resources dedicated to the accounting function to ensure that such
' transactions are properly recorded and that appropriate authorizations, approvals,
" reviews and reconciliations are performed i in the course of the acquisition and
payment cycle ' , L
Also these transactions are not being properly entered in the Peachtrec accounts
L .. payables system causing errors to occur. The systern’ s aged payablc l1st1ng totals
A . . do not agree with and cannot be reconciled to the balancc of accounts payable in
’ Y the genera.l ledger. T :

" In addmon,, it was noted that the ‘bank account reconmhanon reﬂected over a
" hundred outstanding checks thit should have been voided and’ a ‘number of
checks had been written but were being held undelivered, some for several
months. '

Resolution: The new Finance Director has brought the accounting records current
and has implemented procedures and controls to improve the accuracy and
reliability of accounts payable, functiona) expense and program cost data.

2007-2 . Payroll Taxes and other Employee Withholdings
~ Condition: . We noted that on numerous occasions during 2007, that payroll taxes .
_were not remitted to tax authorities on time. In many instances checks were
prepared and recorded, but not sent to the tax authorities. There were many of
these remittance checks showing as outstanding on the bank account
. reconciliation. Although it appears that all of the delinquent balances have been
settled, the delay in payment has cost Big Buddy rnany thousands of dollars i in

'penalty and interest charges. -

In addition controls over other withhoidings and payments appear to be {acking.
It appears that payments are being made on garnishments but are either not
withheld from the employee or at best the withholdings are not being recorded to
the proper general ledger account.

Resolution: The record keeping issues addressed in this finding have been
A corrected pamcularly those related to the holding of payroll tax remittance



2007-3

2006-1

2006-2

.checks as outstanding reconciling items and the controls over mth.holdmgs and

- the settlement of amounts w1thhc1d

Issucs related to cash management and tlmely remittance of payroll taxes are
‘repeated in current year findings as item 2008-1.

Engagement Completlon

Condition: As noted in Item 2007-1 above, deficiencies in accounting controls
particularly over the acquisition of and payment for goods and services and
particularly with respect to the allocation and distribution of costs and expenses
has resulted in the need to revise, reconstruct and adJust significant portions of

_ the 2007 accountmg records

Also, three different individuals have served in the position of Director of

Firiance since the begmnmg 0f 2007. The present director who was responsible

for providing information to the auditors was not hired until the second quarter of .
2008 and had no association with the recording of 2007 financial transactions. -

- The revision and adjustment work requlred considerable time to complete, and

had to be completed while also processing current 2008 transactlons

Resolut:on Management and the new Director of Finance have made e‘féry .

. - effort to close the books and were ready for the commencement of the annual v

audit by mid-April. Improving record keeping as noted in 2006- 2 below w11}
facﬂltate providing audit mformatlon promptiy : :

E Internal Control over Flnanclal Reporting

Repea_ted in cirrent year findings as item 2006-1.

Maintenance, Storage and Retrieval of Rec‘:ords and Documents

" Condition: Program files are not maintained in a manner that allows for ready
‘retrieval and reference. Grant applications, awards, contracts, etc. are not kept

together in a manner that allows for quick reference to information that is key to the
administration and operation of programs consistent with the terms of those
agreements.  Also, other supportmg documentation such as invoices, bills,
statements, etc. are not maintained in a manner that allows ready access to those

documents ‘

Resolution: Management has developed and implemented policies and
procedures with respect to the maintenance and retention of Big Buddy
accounting records and related data and documentation in an effort to improve
the communication and monitoring elemcnts in the organization’s system of
internal control.

=20
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Segregation of Accounting Duties

Condition: We noted that the director of finance prepares grant reimbursement
requests, receives grant reimbursements and other payments, prepares the deposit
slip, and posts receipts to the cash receipts journal. The director also receives all
vendor invoices and statements, processes them for payment, prepares, prints,

“'signs and mails payment checks. The director also receives directly and

reconciles the monthly bank statement without review.

Resolution: Management has developed policies and procedures to separate

- incompatible accounting duties to the extent possible within the constraints of

available staffing.
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