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INDEPENDENT AUDITOR'S REPORT

Ta the Board of Directors of
Franklinton Association for Challenged Citizens, inc
Frankiinton, Louisiana

| have audited the accompanying statement of financial position of Franklinton Association for Challenged
Ciizens, Inc (a nonprofit organization) {the "Association®), as of June 30, 2012, and the related statements
of activibes, functional expenses, and cash flows for the year then ended These financial statements are the
responsibility of the Assaciation 's management My responsibility is to express an opinion on these financial
statements basad on my audit The prior year summarized comparative information has been denved from
the Association’s 2011 financial statements and, in my report dated December 7, 2011, | expressed an
unqualified opinion on those financial statements

I conducted my audit in accardance with auditing standards generally accepted in the United States of
America and the standards apphcable to financial audits contained in Government Auditing Standards, 1ssued
by the Comptroller General of the United States Those standards require that | plan and perform the audit
to obtain reasonable assurance about whether the financial statements are free of material misstatement
An audd includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial
statements An audi also includes assessing the accounting principles used and significant estimates made
by management, as well as evaluating the overall financial statement presentation 1 believe that my audit
provides a reasonable basis for my opinion

In my opinion, the financial statements referred to above prasent fairly, in ali material respects, the respective
financial position of the Association as of June 30, 2012, and the changes in its net assets and its cash flows
for the year then ended in conformity with accounting principles generally accepted in the United States of
America

In accordance with Government Auditing Standards, | have also 1ssued my report dated November B, 2012,
on my consideration of the Association ‘s internal control over financial reporting and my tests of its
comphance with certain provisions of laws, regulations, contracts and grant agreements and other matters
The purpose of that report s to describe the scope of my testing of internal control over financial reporting and
comphance and the results of that testing, and not to provide an opintion on internal control over financ:al
reporting or on complance That repart 15 an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered 1n assessing the results of my audit

Sincerely,
BRANDY WESTCOTT, LLGC

B Lo, (A

Brandy Westcott Garcia, CPA
Member

November 8, 2012



Franklinton Association for Challenged Citizens, Inc.
Statements of Financial Position
As of June 30, 2012 (with 2011 Comparative Totals)

Assets

Current Assets
Cash and Cash Equivalents
Investments
Recervables, Net

Accounts

Prepad Assets

Total Current Assets

Property, Plant, and Equipment

Land

Property, Plant and Equipment, Net
Total Property, Plant, and Equipment

Total Assets

Liabilities
Current Labittes (Payable From Current Assets)
Accounts Payable
Long Term Debt - Current Portion
Total Current Laabilites (Payable From Current Assets)

Long Term Liabilies
Long Term Debt
Total Long Term Labiltes

Total Liabilities

Net Assetls
Unrestricted
Temporarily Restncted
Permanently Restncted
Total Net Assets

Total Liabilties and Net Assets

The accompanying notes are an ntegral part of this statement

$

2012 2011
818,691 § 787,670
99,200 99,200
21,221 25,659

. 24301
939,112 936,830
10,000 10,000
293,154 277,396
303,154 287,396

1242266 1,224,226
23,511 18,590
4918 4,598
28,429 23,188
29435 34,353
29,435 34,353
57,864 57,541

1,184,402 1,166,685

1,184,402 1,166,685

1,242,266 § 1,224,226




Franklinton Association for Challenged Crixzens, Inc.
Statements of Activities
For the year ended June 30, 2012 {(with 2011 Comparative Totals)

Temporarily Permanently Totals
Unrestncted Restricted Restricted 2012 2011
Operating Revenues
Pubbc Support
Medicad
Independent Lvmg $ 1,805,264 § - 3 - % 1305264 § 1,826,155
Vocatonal Services 335,554 - - 335,554 316,921
Provder Contracts 145,775 . . 145,775 151,725
Contrbutons 3,607 - - 3,607 1,117
Service and Fee Reverue 65,976 - . $5,976 62,762
Investment Income 2,004 - - 2,004 2,250
Other Revenues 2,557 - - 2,357 500
Net Assets released fom restrictons - . - - -
Total Operating Revenues 2,360.737 - - 2,360,737 2,371,430
Operating Expenses
Program Services 2,184,300 - - 2,184,300 2,105,586
Management and General 164,090 - - 164,090 158,552
Total Operating Expenses 2,348,390 - - 2,348,390 2,264,138
Change in Net Assets from Operations 12,347 - - 12,347 107,292
Nonoperating Revenues and Expenses
Insurance Proceeds 5310 - - 5370 -
Gam on Disposal of Property and Equipment - - - - 13,770
Change in Net Assets 17,717 - - 17,717 121,062
Total Net Assets, Beginning 1,166,683 - - 1,166,685 1,045,623
Total Net Assets, Ending S 1,184,402 $ - 3 - % 1184402 § 1,166,685

The accompanying notes are an integral part of this statement



Expenses
Sahres and Wages
Payroll Taxes
Chent Payrolt
Cost of Self Generated
Revenue
Deprecation
Insurance
Interest
Professional Fees
Rent
Repars and Mamtenance
Supples
Telephone
Trammg
Transportation
Utilties
Other
Total Expenses

The accompanying notes are an mtegral part of this statement

Franklinton Association for Challenped Citizens, Inc.
Statements of Functional Expenses
For the year ended June 30, 2012 (with 2011 Comparative Totals)

2012
Supported Total
Inde pendent Program Management

Center Living Services and General Total 2011
§ 325176 § 1316742 § 1641918 § 142,775 § 1,784,693 § 1,717,615
48244 91,960 140,204 12,192 152,396 146,154
35,902 - 35,902 - 35,902 31,644
6,946 - 6,946 6,946 8,331
22,056 14,704 36,760 . 36,760 44,673
32,705 41,519 74,224 6,454 80,678 82,979
- 2471 247 - 247 2910
9,600 23,450 33,050 33,050 27,650
14,366 20,502 34,868 34,868 34,282
11,947 1,684 13,631 13,631 13,297
22,57 10,044 32,615 - 32,615 32,395
6,374 4,083 10,457 909 11,366 10,730
3,150 1,304 4,454 4,454 4433
51,497 23,263 74,760 - 74,760 69,312
15,204 5,030 20,234 1,760 21,994 24 419
8,957 12,848 21,806 - 21,806 13,314
§ 614695 § 1,569,605 $ 2184300 $ 164,050 § 2348390 § 2,264,138




Franklinton Association for Challenged Citizens, Inc.
Statements of Cash Flows
For the year ended June 30, 2012 (with 2011 Comparative Totals)

2012 2011
Cash Flows From Operating Activities
Change m Net Assets ) 17,717 § 121,062
Adjustments to reconcile change m net assets to net cash provided by
operatmng actwvities
Deprecation 36,760 44,673
(Gam) Loss on sale of property - (13,770)
Changes m operatmg assets and labilites
(Increase) decrease m recevables 4,438 (3,864)
(Increase) decrease m other assets 24,301 (23,897)
Increase (decrease) m accounts payable 4921 2,987
Net Cash Provided by Operatmg Activities 88,137 127,191
Cash Flows From Investing Activities
Purchases of property (52,518) (49,887)
Proceeds from disposal of property - 15,172
Net Cash (Used) by Investing Actmvites (52,518) (34,715)
Cash Flows From Financing Activities
Repayment of debt (4,598) {4,882)
Net Cash (Used) by Fmancmg Activities (4,598) {4,882)
Net Cash Increase (Decrease) in Cash and Cash Equivalents 31,021 87,594
Cash and Cash Equivalents, Beginning of Year 787,670 700,076
Cash and Cash Equivalents, End of Year b 818,691 % 787,670
Supplemental disclosures of cash flow information
Cash pad during the year for mterest $ 2471 § 2,910

The accompanying notes are an integral part of this staternent



Franklhinton Association for Challenged Citizens, Inc.
Notes to the Financial Statements
For the Year Ended June 30, 2012
(with 2011 summarized comparative information)

Introduction

The Franklinton Association for Challenged Citizens, Inc (the Association) was established in 1968 to
assist mmdividuals with disabiiies in the Town of Franklinton, Lowsiana, and the surrounding
communities to increase personal independence and to facilitate an individual’s integration 1nto the
community The Association currently services approximately 90 chents and utihzes a staff of
approximately 57 full and 34 part time employees The Association provides two major programs the
work programs at the Washington Panish Activity Center and the Supported Independent Living Program

At the Activity Center, clients are provided daily transportation to and from the center as needed to
participate in vocational and daily hiving skill education 1n a structured supportive environment The
Supported Independent Living Program provides mn-home support for individual clents, designed to
improve or maintain the individual’s ability to take care of his or her own health and physical needs
through direct traiming In some cases chients require twenty-four hour care

1. Summary of Significant Accounting Policies
A, Restrictions on Net Assets

Revenues, expenses, gains and losses are classified based on the existence or absence of donor-imposed
restrictions  Accordingly, the net assels of the Association and changes therein are classified and reported
as follows

Unrestricted net assets — Net assets that are not subject to any donor-imposed stipulations

Temporarily restricted net assets — Net assets subject to donor-imposed restrictions on their use that may
be met either by actions of the Association or the passage of tume

Permanently restricted net assets — Net assets subject to donor-imposed or other legal restnctions
requiring that the pnncipal be maintained permanently by the Association Generally, the donors permaut
the Association 10 use all or part of the iIncome earned for ¢ither general or donor-specified purposes

B. Comparative Information and Reclassifications

The financial statements are presented with certain prior year summarized comparative information  Such
information does not include sufficient detail to constitute a presentation 1n conformity with generally
accepted accounting principles  Accordingly, such mformation should be read 1in conjunction with the
Association’s financial statements for the year ended June 30, 201}, from which the summanzed
information was derived

Certain amounts presented in the prior year data have been reclassified in order to be consistent with the
current year’s presentation



Franklinton Association for Challenged Citizens, Inc.
Notes to the Financial Statements
For the Year Ended June 30, 2012
(with 2011 summarized comparative information)

C. Use of Estimates

The preparation of financial statements in conformity with penerally accepted accounting principles
requires management to make estimates and assumptions that affect the reported amounts of assets and
liabilities 1n the financial statements Estimates and assumptions may also affect disclosure of contingent
assets and lhiabilihes at the date of the financial statement, and the reported amounts of revenues and
expenses Actual results could differ from management’s estimates

D. Cash and Cash Equivalents

The Orgamzation’s cash and cash equivalents are considered to be cash on hand, demand deposits, time
deposits, and short-term investments with original matunities of three months or less from the date of
acquisition

E. Investments

Investments are reported at fair value Investment tncome classified as operating revenue consists of
interest and dividend income on nvestments and gains approved for use in operations  All other realized
and unrealized gains or losses are classified as nonoperating activity and are avaiable to support
operations n future years and to offset potennal market declines Investments classified as current are
available for operations in the next fiscal year

Various methods and assumptions were used to estimate the fair value of each class of financial
instruments  Cash and cash equivalents are valued at their carrying amount due to thesr short matunties
Investments are reported at fair value based on quoted market prices Debt is valued at rates currently
available to the Association for 1ssuances with similar terms and remaining matunties

F. Inventaries and Prepaid Items

All inventories, when held, are valued at cost using the first-in/first-out method Certain payments to
vendors reflect costs applicable to future accounting periods and are recorded as prepaid items

G. Property and Equipment

Purchases of land, buildings, and other property having a unit cost per established guidelines and a useful
hfe of three or more years are capitalized at cost Donated assets are capitalized at the estimated fair
value at date of receipt Interest expense incurred during a period of construction, less related interest
income eamed on proceeds of tax-exempt borrowings, 1s capitalized Property under capital leases 1s
amortized over the lease term Any gain or loss on sale of land, buildings and other property 1s reported
as other revenues on the statement of activities The Association maintains a threshold level of $500 or
more for capitalization of property and equipment

The costs of normal maintenance and repairs that do not add to the value of the asset or materially extend
assets lrves are not capitahized

All capitalized assets, other than land, are depreciated using the straight-line method over their estimated
useful hves ranging from three to ten years



Franklinton Association for Challenged Citizens, Inc.
Notes to the Financial Statements
For the Year Ended June 30, 2012
(with 2011 summarized comparative information)

H. Revenue Recognition

Contnbutions, which include unconditional promises to give (pledges) are recogmized as revenues in the
period received or promised Conditional contnibutions are recorded when the conditions have been met
Contnbutions are considered to be unrestricted unless specifically restricted by the donor

The Association reports contnbutions 1n the temporanly or permanently restnicted net asset class if they
are recetved with donor stipulations as to their use When a donor restriction expires, that 1s, when a
stipulated time restriction ends or purpose restriction 1s accomplished, temporarily restricted net assets are
released and reclassified to unrestricted net assets in the consohdated statement of activities Donor-
restricted contributions are nitially reported 1n the temporarily restricted net asset class, even 1f 1t 1s
anticipated such restrictions will be met in the current reporting period

Product or service revenue 15 generally recognized upon delivery of the product or services to the
customer

Gains and losses on investments and other assets and habilities are reported as increases and decreases i
unrestricted net assets unless their use 1s restricted by explicit donor stipulation or by law

I Contributed Services and Materials

Contributed services are reported at fair value 1n the financial statements for voluntary donations of
services when those services (1) create or enhance non-financial assets or (2) require speciahzed skills
provided by individuals possessing those skills and are services which would be typically purchased 1f not
provided by donation There are several volunteers who donate time 1n the organization’s programs and
supporting services, however, due to the lack of an objective basis 1o measure the value of these non-
specialized services, no contnbuted service revenue has been recorded in these instances

Donated matenials are recorded at their fair value at the date of the git The Association does not imply
time restrictions for gifts of long-lived assets As a result, in the absence of donor-imposed restrictions,
' gifts of long-lived assets are reported as unrestricted revenue

J. Income Taxes
The Franklinton Association for Challenged Citizens, Inc 15 a not-for-profit Association  The
Association 15 exempt from federal income taxes under Section 501(c)3) of the Internal Revenue Code,

except on net income derived from unrelated business activities The three previous year's tax returns
remain subject to exammation by the Intemal Revenue Service

10



Frankhnton Association for Challenged Citizens, Inc.
Notes to the Financial Statements
For the Year Ended June 30, 2012
(with 2011 summarized comparative information)

2. Cash and Cash Equivalents

Cash and cash equivalents were as follows at June 30, 2012 and 2011

2012 2011
Interest Bearing Demand Deposits h) 818691 § 787,670
Total cash and cash equivalents $ 818,691 $ 787,670

Franklinton Associabon for Challenged Citizens, Inc has deposits (bank balances) held in five banks
totaling $1,052,095 at June 30, 2012 (§952,895 1n cash and cash equivalents and $99,200 in certificates of
deposit held in investments) Federal Deposit Insurance covers $250,000 of deposits at each institution
At various times during the year, the deposits with financial institutions exceeded $250,000 At June 30,
2012, the amount on deposit with financial instritutions exceeding $250,000 was $438,491 However,
effective December 31, 2010 through December 31, 2012, unlhimited deposit insurance coverage 1s
provided for all noninterest-bearing transaction accounts The Association’s deposits exceeding $250,000
were deposited 1n noninterest-bearing transaction accounts at June 30, 2012

3. Revenue and Receivables

The primary revenues for the Association come from the following sources 1n the following approximate
percentages Medicaid revenue i the form of supportive services for the independent hiving program
$1,805,264 (77%), and for the vocational services program $335,554 (14%), provider contracts $145,775
(6%), and self-generated $65,976 (3%) Supportive service revenue 15 eamed through three forms of
Medicaid billings the new opportunities waiver (N O W), the supports waiver, and the elderly disabled
adult warver The new opportunities waiver 1s billed based on fifteen minute units of service and can
apply to both the activity center and the supported independent living programs The supports waiver 1s
billed in day units and can only be applied to the work programs at the activity center The supports
waiver provides fewer services than the other waiver forms and 1s utilized as a bridge to partially meet the
needs of clients due to the lengthy watting hst for the other waiver forms on a state-wide basis

The provider contract revenue comes from one primary source, Res Care, which 15 a prnivate health
services provider to Medicaid qualified clients Res Care transports their clients to utillize the services at
the activity center for a per diem rate, and Res Care 15 directly billed based on attendance The primary
amount included in accounts recervable at vear end 15 from Res Care 1n the amount of $21,140

The Association maintains several sources of self-generated revenue through multiple work programs
conducted by the clients, where revenue earned 15 put back into the program to fund ongoing supplies and
equipment required to continue the program  These work programs include lawn care, cutlery packing,
newspaper recycling, and janitortal services The Franklinton Association for Challenged Citizens also
operates a gift shop selling some products produced by the chients and other purchased directly for resale
The Association utilizes these forms of self generated revenue to carry out the mission of the Association
while becoming less dependent on external supportive sources

11



Franklinton Association for Challenged Citizens, Inc.

Notes to the Financial Statements
For the Year Ended June 30, 2012

(with 2011 summarized comparative information)

4. Property and Equipment

The cost and accurmubated deprecition of land, buldmgs, and other property were as follows at Jure 30, 2012 and 2011

2012 2011
Lard $ 10,000 $ 10,000
Buildngs 296,287 254,158
Equmpment - Work Account Assets 82952 72,563
Furnnture, Fctures, and Equipment 33,304 33,304
Vehicks 156,103 156,103
Leasehold Improvements 23,186 23,186
Total cost of assets placed m service 601,832 549,314
Less accumulated deprecmtion (298.678) (261913)
Property and equipment, net $ 303,154 § 287,396

Significant property and equipment activity in 2012 included bumilding improvements of hardy board, a
covered walkway and new steps at the supported independent hiving building for $23,441 1n May and an
air conditioning umt at the activity center for $6,500 1n June There were no properly and equipment

dispositions

Significant property and equipment activity 1n 2011 included disposal of a van which was wrecked The
effects of this accident produced insurance and scrap metal proceeds of $15,172 against the net
depreciated value of the van for a gain on the disposition of $13,770 A new van was purchased with the
insurance proceeds and available cash for $20,884 A 48BKW emergency back-up natural gas generator

was also acquired after bid for $24,625 1n the current year

5. Investmenis

The far value of nvestments were as follows at June 30, 2012 and 2011

Ceruficates of Deposits with a maturty over three months $

Total mvestments at far value $

12

2012 2011
99,200 $ 99,200
99200 $ 99,200




Franklinton Association for Challenged Citizens, Inc.
Notes to the Financial Statements
For the Year Ended June 30, 2012
{with 2011 summarized comparative information)

6. Debt

On May 35, 2003, the Association purchased a tract of land and the building located on the land at 2005
Main Street, Franklinton, Lowsiana for $67,000 and financed 1t for fifteen years through Citizens Bank
The Association placed the building and iand up for collateral on the loan for the same piece of land In
addition, the Association granted a continuing security nterest 1o the lender 1in a Certificate of Deposit,
currently camed at $25,000, of which only $10,000 was pledged to the loan

The following 1s a summary of debt transactions for the years ended June 30, 20i2 and 2011

2012 2011
Beginming Balance $ 38,951 $ 43,833
Additions - -
Deletions 4,598 4 882
Ending Balance $ 34353 $ 38951

Debt conssts of the followmg at June 30, 2012 and 2011

2012 2011
Note Payable $ 67000
Dated 5/5/2003 due m monthly mstallments of prmcipal and mterest of
$ 592 through 5/5/2018 mterest at 6 75% $ 34353 §% 38,951
Total long term debt 34,353 38,951
Less current portton {4,918) (4,598)
Debt, noncurrent portion ;) 29435 § 34353
Scheduled maturiies for long term obhgations at June 30, 2012
Year Ending Note on Building
June 30, Principal Interest Total
2013 3 4918 $ 2,191 § 7,109
2014 5,260 1,849 7,109
2015 5,627 1,482 7,109
2016 6,018 1,001 7,109
2017 6,437 672 7,100
2018 to 2019 6,093 263 6,356
Total $ 34,353 % 7,548 § 41,901

Interest sncurred and charged to expense on the debt descrnibed above was $2,471 and $2,910 for the years
ended June 30, 2012 and 2011, respectively

13



Franklinton Association for Challenged Citizens, Inc.
Notes to the Financial Statements
For the Year Ended June 30, 2012
{with 2011 summarized comparative information)

7. Leases

The Association leases the location for its main activity center from the Town of Franklinton The term
of this lease 15 99 years with lease payments of $181 33 per month Future lease payments under this
lease are $2,175 96 per year for the next five years Rent expense under this lease was $2,175 96 for the
years ended June 30, 2012 and 2011

The Association leases a bulding for its gift shop on a month to month basis with a monthly rental
amount of $800 Rent expenses under this lease was $9,600 for the years ended June 30, 2012 and 2011

The Association leases a warchouse on a month to month basis with a monthly rental amount of $150 per
month Rent expense under this lease was $1,800 for the years ended June 30, 2012 and 2011

Duning the year ended June 30, 2011 the Association entered into an operating lease for a 14 passenger
bus The annual lease payments are $12,000 for three years commencing in July 2010 Future lease
payments rematning under this lease are $12,000 for the year ending June 30, 2013 Lease expense under
this lease was $12,000 for the years ended June 30, 2012 and 2011

The Association leases three printers  During the year ended June 30, 2011, three printers with combined
mimimum monthly lease payments of $507 54 were traded 1n for three printers with a combined mimimum
monthly lease payments of $58509 The lease term on the pnor lease ranged from 48 months to 60
months The lease term on the new printers lease 1s 60 months Future mimmum lease payments under
this lease are $7,021 08 per year for the next three years and $5,265 81 for the fourth year Total lease
expense under the printers’ leases totaled $9,323 for the year ended June 30, 2012 and $8,608 for the year
ended June 30, 2011

8. Concentrations

The Association receives a substantial amount of its support for 1ts programs of providing day services to
challenged individuals, from povernmental sources These revenue streams require the Association to
furmish habilitation services to clients to be reimbursed at an amount stipulated n each contract A
significant reduction in the level of this support, 1f 1t were to occur, may have an effect on programs and
activities

9. Commitments and Contingencies

At June 30, 2011, the Assoctatton was involved n litigation surrounding an automobile accident
involving an employee of the Association driving a vehicle owned by the Association The Association
carmmed insurance coverage n an amount sufficient to cover the esumated damages, 1f awarded At June
30, 2012, the Association was not involved 1n any other outstanding hitigation or claims requiring
adjustment or disclosure 1n the firancial statements

10. Subsequent Events
These financial statements considered subsequent evenis through November 8, 2012, the date the

financial statements were available to be 1ssued No events were noted that require recording or
disclosure 1n the financial statements for the fiscal year ending June 30, 2012

14
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REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
OTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

Ta the Board of Directors of the
Frankhnton Association for Challenged Citizens, Inc
Frankhnton, Louisiana

I have audited the financial statements of Franklinton Association for Challenged Citizens, Inc (a nonprofit
organization) {the "Association”), as of and for the year ended June 30, 2012, and have issued my report
thereon dated November 8, 2012 | conducted my audit in accordance with auditing standards generally
accapted in the United States of Amerca and the standards applicable to financial audts contained tn
Government Auditing Standards, issued by the Comptroller General of the United States

Internal Control Over Financial Reporting

Management of the Association I1s responsible for establishing and maintaining effective internal control over
financial reporting In planning and performing my audit, | considered the Association’s internal contro! over
financial reporting as a basis for designing my auditing procedures for the purpose of exprassing my opinion
on the financial statemants, but not for the purpose of expressing an opimion on the effectiveness of the
Assaciation’s internal control over financral reporting Accordingly, i do nat express an opinion on the
effectiveness of the Association's internal control over hnancial reporting

My consideration of internal gontrol over financial raporting was for the hmited purpose described in the
preceding paragraph and was not designed to identify all deficiencies in internal controloverfinancial reporting
that might be signdficant deficiencies or matenal weaknesses and therefore, there can be no assurance that
alldeficiencies, significant deficiencies, or matenal weaknesses have beendentified However, as described
in the accompanying schedule of findings and responses, | identified certain deficiencies in internal control
over financial reporting that | consider to be matenal weaknesses

A deficiency in internal control exists when the design or operation of a ¢control does not allow management
or employees, in the normal course of performing thewr assigned funchions, to prevent, or detect and correct
misstatements on a timely basis A matenal weakness 15 a deficiency, or a combination of defictencias, in
internal control such that there 13 a reasonable possibiity that a material misstatement of the entty's financial
statements will not be prevented, or detected and corrected on a timealy basis | consider the deficiencies
descrnbed as 2012-1 and 2012-2 in the accompanying schedule of findings and responses to be matenal
weaknesses

Compliance and Other Matters

As part of obtaining reascnable assurance about whethar the Association’s financial statements are free of
matarial misstatement, | performed tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements, noncompliance with which could have a direct and material effact on the
determination of financial statement amounts However, providing an opinion on compliance with those
provisions was not an objective of my audit, and accordingly, | do not express such an opinion The results

15



of my tests disclosed no instances of noncompliance or other matters that are required to be reported under
Government Auditing Standards

The Associabion’s responses to the findings iWdentfied in my audit are descrnibed in the accompanying schedule
of findings and responses as Management's Rasponse | did not audit the Association's responses and,
accordingly, | express no opinion on them

This report i1s intendad solely for the information and use of management, the Association’s Board of
Dwrectors, others within the entity, federal awarding agencies, and the Louisiana Legislative Auditor and 1s
not intended to be and should not be used by anyone ather than these specified parties Under Louisiana
Revised Statute 24 513, this report i1s distnbuted by the Legislative Auditor as a public document

Sincerely,
BRANDY WESTCOTT, LLC

L L, (A

Brandy Westcott Garcia, CPA
Member

November 8, 2012
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Franklinton Association for Challenged Citlzens, Inc
Schedule of Findings and Responses
For the Year Ended June 30, 2012
| have audited the financial statements of Franklinton Association for Challenged Citizens, Inc (a nonprofit
organization) (the "Assaciation”), as of and for the year ended June 30, 2012, and have issued my reporl
therecon dated November 8, 2012 | conducted my audit in accordance with auditing standards generally
accepled in the United States of America and the standards applicable to financial audits contained n

Government Auditng Standards, i1ssued by the Comptroller General of the United States My audil of the
financial statements as of June 30, 2012, resulted in an unqualified opinion

Section | Summary of Auditor's Reports
a Reaport on Internal Control and Compliance Material to the Financial Statements

Internal Control
Material Weaknesses B Yes 0O No Significant Deficiencies 0 Yes 8 No

Complance
Compliance Matenal to Financial Statements 0O Yes = No

b Federal Awards 8 Not Applicable

Internal Control
Matarial Weaknesses O Yas ONo Significant Deficiencies 0O Yes 0O No

Type of Opimon On Compliance Unqualified o Qualified 0
For Major Programs Disclamer 0O Adverse O

Are thare findings required to be reported in accordance with Circular A-133, Section 510(a)?
O Yes o No

Was a management letter issued? OYes 2 No

c identificatton of Major Pragrams

CFDA Number(s) Name of Federal Program (or Cluster)

Dollar threshold used to distinguish between Type A and Type B Programs  §

Is the auditee a 'low-nsk' auditee, as defined by OMB Circular A-1337 O0Yes DONo

Section Il Financial Statement Findings

Finding 2012-1 Lack of Segregation of Dutias (Material Weaknaess)

Criena Proper segregation of incompatble duties requires that there be different ndividuals responsible for
authorizing transactions, recording transactions and mantaining custody of related assets

Condition Incompatible duties are being performed by the Association's accountant
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Cause (1) During the current fiscal year, the Association began using check stock for its payroll account that
contained only one signature line The Association failed to effectively redesign its internal control system
surrounding dual signatures and began issuing checks from the payroll cash account with only one signature
from an authaorized signer on the account As the Association’'s accountant 1S an authorized signer on the
payroll account, it then became possible for disbursements from that account to be authorized and recorded
by an individual who mantains essental custody of the cash asset (2) Electronic transfer forms authanizing
the transfer of the Association’s cash contain only one signature line The Association falled to effactively
design its internal control system surrounding dual signatures and transferred cash throughout the year with
only one approved signature As the Association’s accountant 1s an authorized signer on the cash operating
accounts and payroll accounts, it then became possible for cash transfers to be authorized and recorded and
maintained by an individual who maintains essential custedy of the cash asset

Effect Without segregation of incompatible duties, the Association 1s exposed to many risks including, but
not Iimited to, the nsk of mproper or unauthonzed transactions, misappropriation of assets, and incom plete,
naccurate or fraudulent financial reporting The lack of segregation of incompatible dulies represents a
material weakness in the design of the intarnal contrals over financial raporting

Recommendation The Association should immediately redesign its internal control system related to
authonzation of cash transactions such that no one individual 1s responsible for authonizing transactions,
recording transachons and maintaining custody of related assets Specifically, the Association should either
(1)require, as partof its internal control system, dual signatures on alldisbursements, withdrawals or transfers
of cash, or (2) ifone signature is to be used, the Association should remave theirr accountant as an authonzed
signer on all cash accounts and only include employees with positions of management and Board Members
as signers on the accounts

Management's Response While the Association has maintained certan entty level controls and
compensating control activities as part of its internal controls system, the Association recognizes the need to
design and implement effective internal control activites related authorization of cash transachons The
Association has iImmedately required dual signatures on all cash disbursements, withdrawals and transfers
from all accounts on which our accountant 1s an authonzed signer On all cash accounts raquiring anly one
signature, the Association has venfied that their accountant 1s not an authornized signer on those accounts

Finding 2012-2 Management Override of Controls (Material Weakness)

Crterra A properly designed and implemeanted intarnal control system provides, among other things, for the
secunty of the Associations assets, including cash and the proper recording of transactions The Association
has mamntained that part of its mtarnal control system, includes controls over the disbursement of cash,
including , but not imited to the following controls checks are prenumbered, the sequence accounted for
regularly, and urmissued checks are controlled and kept in a secure location

Condition Certamn internal control activities implemented as part of the internal control system are not
operating effectively The following specific conditions exist (1) The accounting system used by the
association's accountant assigns and prints a check number on the prenumbered check stock The number
assigned by the system and printed on the check is tha number recorded in the general ledger As part of the
system’s automated controls, the system does not allow for duplicate check numbers to be assigned and
issued However, the accountant s running the Association's payroll from a computer outside separate from
that which the general ledger 1s maintained and the payroll totals are entered into the general ledger through
a Journal entry As such, payrall check numbers ate not entered and tracked by the general ledger, only
checks 1ssued out of the payroll cash account from the General Ledger computer are appropnately tracked
and controlled by the system and duplicate check numbers were errcnaously issued from the payroll cash
account within the general ledger, (2) Misprinted checks that are not issued or checks affected by a misprint
and which are also not issued are not being properly voided or secured Instead many, are being filed with
other Association documents without being physically voided

Cause Management overnide of implemented controis due to a lack of detalled understanding of specific
tems within the internal control system
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Effect Management override of controls leaves the Associalion exposed to many nsks including, but not
limited to, the nsk of mproper or unauthorized transactions, misappropnration of assets, and incomplete,
inaccurate or fraudutent financial reporting  Management overnde of controls 1s considered a matenal
weakness in the oparation of the internal control system

Recommendation The Association should adhere to the following recommendations (1) The Association’'s
accountant should gain a more detalled understanding of specific items within the internal control system
The Association should mmediately cease the use of two computers to maintain it's transaction and perform
ail accounting functions within one accounting system on one computer so that all automated controls are
ailowed to operate effectively, (2) Checks prninted with a system assigned number, different than the
prenumbered physical number, should ba physically voided immediately, the prenumbered check with the
number matching the number misprinted by the system should also be physically voided immediately, and
both numbers (prenumbered number and the system ass:gned and printed number) should be mmedately
voded within the accounting system, and (3) Chacks that are misprinted or are affected by a mispnnt of any
sort and which are not issued, should be physically voided immediately and voided within the accounting
system immediately

Management's Response The Association intends to immediately implementthe auditor's recommendations

Section lll Federal Award Findings and Questioned Costs

No Section Il Findings
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Franklinton Assoclation for Challenged Citizens, Inc
Schedule of Prior Year Findings and Responses
For the Year Ended June 30, 2012

Section | Internal Control and Compliance Material to the Financlal Statements

Mo Sectian | Findings

Section Il internal Control and Compllance Material to Federal Awards

Nao Section Il Findings

Section Il Management Letter

Na Saction 11l Findings

This schedule was prepared by management
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