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CERTIFIED PUBLIC ACCOUNTANTS

INDEPENDENT AUDITORS' REPORT

Board of Directors
The ARC of Morehouse
Bastrop, Louisiana

We have audited the accompanying statements of financial position of The ARC of
Morehouse (a nonprofit organization - the Association) as of June 30, 2006 and 2005, and
the related statements of activities, functional expenses, and cash flows for the years then
ended. These financial statements are the respensibility of the Association's management.
Our responsibility is to express an opinion on these financial statements based on our
audit.

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
Govemnment Auditing Standards, issued by the Comptroller General of the United States
and the Louisiana Governmental Audit Guide published by the Society of Louisiana
Certified Public Accountants and the Louisiana Legislative Auditor. Those standards
require that we plan and perform the audit to obtain reasonable assurance about whather
the financial statements are free of material misstatement. An audit includes examining,
on a test basis, evidence supporting the amounts and disclosures in the financial
staternents. An audit also includes assessing the accounting principles used and the
significant estimates made by management, as well as evaluating the overall financial
statement presantation. We believe that our audit provides a reasonable basis for our
opinion.

In our opinion, the financial statements referred to above present fairly, in all material
respects, the financial position of The ARC of Morehouse as of June 30, 2006 and 2005,
and the changes of its net assets and its cash flows for the years then ended in conformity
with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have also issued our report dated
October 23, 2006 on our consideration of the Association’s internal control over financial
reporting and on our tests of its compliance with certain provisions of laws, regulations,
contracts, and grant agreements and other matters. The purpose of that report is to
describe the scope of our testing of internal control over financial reporting and compliance
and the resuits of that testing, and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in
accordance with Government Auditing Standards and should be considered in assessing
the resuits of our audit.

(318) 387-2672 « FAX (31B) 322-8866 » www Ihm-cpas.com

1100 N 18* 5T » PO Box 4745 « Monroe LA 71211-4745
MEMBERS OF THE AMERICAN INSTIUIE OF CERTIFIED PUBLIC ACCOUNTANIS




Board of Directors
The ARC of Morehouse

Our audit was conducted for the purpose of forming an opinion on the financial staterments
of The ARC of Morehouse taken as a whole. The accompanying financial information
listed as Supplemental Schedules in the accompanying Table of Contents is presented for
purposes of additional analysis and is not a required part of the financial statements of the
Association. Such information has been subjected to the auditing procedures applied in
the audit of the financial statements and, in our opinion, is fairly stated, in all material
respects, in relation fo the financial statements taken as a whole.

ﬁ - ¥ \ Pt q Ao A,
(A Ptofession% Accounting Gorporation)

October 23, 2006
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THE ARC OF MOREHOUSE
STATEMENTS OF FINANCIAL POSITION

June 30, 2006
Temporarily
Unrestricted Restricted Total
ASSETS
Cash and cash equivalents b 237,350 §$ -3 237,350
Investments 82,242 “ 82,242
Accounts receivable 177,973 877 178,850
Prepaid assets 28,068 - 28,068
Fixed assets 908,433 - 908,433
Accumulated depreciation (439,945) - (439,945)
TOTAL ASSETS $ 994,121 § 877 % 994,998
LIABILITIES AND NET ASSETS
Liabilities
Accounts payable $ 12,755 § -3 12,755
Accrued payroll 70,312 - 70,312
Payroll taxes payable 3,275 - 3,275
Other accrued liabilities 5,664 - 5,664
Total Liabilities 92,006 . 92,006
Net Assets
Unrestricted 902,115 - 902,115
Temporarily restricted - B77 877
Total net assets 902,115 B77 902,992

TOTAL LIABILITIES AND NET ASSETS § 994,121 § 877 § 994,998

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




June 30, 2005

Temporarily

Unrestricted Restricted Total
5 235540 § - 8 235,540
81,072 - 81,072
172,208 2,521 174,729
26,413 - 26413
1,033,134 33,344 1,066,478
(525,805) (33,344) (559,149)
$ 1,022,562 $ 2521 § 1,025,083
$ 11,431 § - % 11,431
75,452 - 75,452
1,014 - 1,014
6,046 - 6,046
93,943 - 93,943
928,619 - 928,619
. 2,521 2,521
928,619 2,521 931,140
b 1,022:562 $ 2,5213$ 1,025,083




STATEMENTS OF ACTIVITIES

Support, Revenue and Gains
Intergovernmental revenue
Program receipts
United Way
Donations
Memberships
Interest
Gain on sale of assets
Miscellaneous
Net assets released from restrictions

Total support, revenue and gains

Expenses
Program services
Adult habilitation
Contract services
Supported living
East Morehouse community home
Crossett Road community home
Total of Program Services

Supporting services
General and administrative

Total expenses
Increase (decrease) in net assets

Net assets at beginning of year

THE ARC OF MOREHOUSE
June 30, 2006
Temporarily
Unrestricted Restricted Total
$ 1,960,562 & - % 1,960,562
385,528 - 385,528
1,981 87 2,858
1,536 - 1,536
705 - 705
5,869 - 5,869
4,717 - 4,17
12,195 - 12,195
2,521 (2,521) -
2,375,614 (1,644) 2,373,970
355,910 - 355,910
123,616 - 123,616
885,125 - 885,125
329,072 - 329,072
286,118 - 286,118
1,979,841 - 1,979,841
422,277 - 422,277
2.402,118 - 2,402,118
(26,504) (1,644) (28,148)
|
928,619 2,521 931,140 i
|
$ 502,115 § 877 % 902,992

NET ASSETS AT END OF YEAR

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



June 30, 2005

Temporarily

Unrestricted Restricted Total
2,032,590 § - $ 2,032,590
388,262 - 388,262
2,479 2,521 5,000
8,130 - 8,130
3,620 - 3,620
2,107 - 2,107
800 - 800
1,079 - 1,079
2,697 (2,657) -
2,441,764 (176} 2,441,588
372,784 - 372,784
129,503 - 129,593
912,890 - 912,890
314,654 - 314,654
285,491 - 285,491
2,015,412 - 2,015,412
412,030 - 412,030
2,427,442 - 2,427,442
14,322 (176) 14,146
914,297 2,697 916,994
928619 § 2,521 § 931,140
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THE ARC OF MOREHOUSE
STATEMENTS OF CASH FLOWS

June 39,

2006 2005

Cash Flows From Operating Activities
Increase (decrease) in net assets $  (28.148) $ 14,146
Adjustments to reconcile increase (decrease) in net assets
to net cash provided by operating activities:

Depreciation 73,915 64,199
Gain on disposition of assets (4,717) (800)
Changes in assets and liabilities:
Accounts receivable (4,122) 39,264
Prepaids and other current assets (1,655) (12,547)
Accounts payable 1,326 6,740
Accrued liabilities (3,261) 17,779
Net cash provided by operating activities 33,338 128,781

Cash Flows From Investing Activities

Purchase of investments (1,170) (914)
Proceeds from disposition of assets 9,912 800
Additions to property and equipment (40,270) (65,340)
Net cash used by investing activities (31,528) (65,454)
Net Increase in Cash and Cash Equivalents 1,810 63,327
Beginning Cash and Cash Equivalents 235,540 172,213
ENDING CASH AND CASH EQUIVALENTS $ 237350 § 235540

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




THE ARC OF MOREHOUSE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Note 1 - Description of Organization

The ARC of Morehouse (the Association) is 2 nonprofit voluntary health and welfare
association chartered in 1958 to promote the general welfare of mentally retarded persons
residing in Morehouse Parish.

Note 2 - Summary of Significant Accounting Policies

A4

Financial Statement Presentation

In accordance with Statement of Financial Accounting Standards (SFAS) No. 117,
“Financial Statements of Not-For-Profit Associations,” the Association is reguired to
report information regarding its financial position and activities according to three
classes of net assets (unrestricted net assets, temporarily restricted net assets, and
permanently restricted net assets) based upon the existence or absence of donor-
imposed restrictions. The Association has not received any contributions with donor-
imposed restrictions that would result in permanently restricted net assets.

The Assaciation has also adopted SFAS No. 116, dccounting for Contributions
Received and Coniributions Made. In accordance with SFAS No. 116, contributions
received are recorded as unrestricted, temporarily restricted, or permanently restricted
support depending on the existence or nature of any donor restrictions. At June 30,
2006 and 2005, the Association had receivables of $877 and $2,521, respectively,
representing United Way centributions awarded during fiscal years ending June 30,
2006 and 2005 that will be received during the subsequent fiscal year. Under SFAS
No. 116, such contributions are required to be reported as temporarily restricted
support and are then reclassified to unrestricted net assets upon expiration of the
related time restrictions.

Donations are considered to be available for unrestricted use unless specifically
restricted by the donor. Restricted contributions received during the year whose
restrictions are met in the same reporting period are treated as unrestricted
contributions.

Basis of Accounting

The financial statements have been prepared on the accrual basis of accounting,
whereby revenues are recognized when earned and expenses are recognized when the
related liabilities are incurred.




NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Cash and Cash Equivalents

The Association considers all highly liquid investments with a maturity of three
months or less when purchased to be cash equivalents.

Fixed Assels

Fixed assets are recorded at actual or historical cost. Donated assets are recorded at
fair market value on the date of donation. Maintenance and repairs of property and
equipment are charged to operations and major improvements are capitalized. The
Association has a policy to capitalize fixed assets costing more than $500. Upon
retirement, sale or other disposition of property and equipment, the cost and
accumulated depreciation are eliminated from the accounts and the gain or loss is
included in operations.

Depreciation of buildings and equipment is computed by the straight-line method
over the following estimated service lives:

Functional Expenses

Expenses that can be identified with a specific program and support service are

THE ARC OF MOREHOUSE

Years
Buildings and Improvements 15-30
Furniture and Equipment 5-10
Vehicles 3-5

allocated directly according to their natural expenditure classification. The percentage
of Direct Cost of each program to total direct cost is the basis used to allocate other
expenses that are commeon to several functions.

The Association's principal programs and primary funding sources are:

Adult Habilitation (Day Program) - The Adult Habilitation funds are used to train
clients in vocational and prevocational activities and supportive services.

Contract Services - Contract Services income is derived from services performed by
clients which include janitorial and other contracts.

Supported Living - Supported Living income is received from the Louisiana
Department of Health and Hospitals. This program, similar to the Community
Homes, helps the individual clients become more independent by providing support
and training in their residences within the community.

11



THE ARC OF MOREHOUSE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Residential Services - Residential Services income is received from the Louisiana
Department of Health and Hospitals. Clients pay a pro-rata share of the costs based
on their income. This program provides clients with a home environment within the
community and helps them become more independent citizens.

Tax-Exempt Status

The Association is exempt from income tax under Section 501(c)(3) of the Internal
Revenue Code (Cade) and, therefore, has no provision for Federal income taxes.
Contributions to the Association are tax deductible within the limitations prescribed
by the Code.

Estimates

The preparation of financial statements in conformity with generally accepted
accounting principles requires management to make estimates and assumptions that
affect certain reported amounts and disclosures. Accordingly, actual results could
differ from those estimates.

Reclassifications

Minor reclassifications have been made to the prior year financial statements to make
them comparable to the current year presentation.

12




THE ARC OF MOREHOUSE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

Note 3 - Fixed Assets
Fixed assets consisted of the following:

June 30, 2006  June 30, 2005

Buildings $ 476,341 § 472,697
Equipment 96,691 195,821
Vehicles 257,947 304,812
Land 16,220 16,220
Improvements 61,234 34,223
Less: Accumulated depreciation {439,945) (559,149)
Net fixed assets 468,488 484,624
Construction in process - 22,705
TOTAL FIXED ASSETS 5 468,488 3§ 507,329
e e ——RT

In prior years, a vehicle with a cost of 333,344 that was acquired through a Federal grant
was included in the above figures. The vehicle was released from restriction during 2006.

Depreciation charged to expense in 2006 and 2005 is $73,915 and $64,199, respectively.

Note 4 — Allocation of General and Administrative Expenses

Expenses that can be identified with a specific program and support service are allocated
directly according to their natural expenditure classification. Other expenses that are
common to several functions are allocated in proportion to the direct expenses of the
program to total direct expenses of all the programs. The following is the detail of the
general and administrative expenses that have been reclassified from program services on
the Statement of Functional Expenses for the years ended June 30, 2006 and 2005:

13



THE ARC OF MOREHOUSE
NOTES TO FINANCIAL STATEMENTS
FOR THE YEARS ENDED JUNE 30, 2006 AND 2005

June 30,
2006 2005
Data Processing i 6,922 § 6,792
Dues and Subscriptions 6,759 3,165
Food 2,458 2,858
Insurance 26,818 14,961
Maintenance 13,014 11,379
Office Expense 9,433 11,096
Payroll Taxes and Fringe Benefits 35,346 29,909
Postage 1,474 1,705
Professional Fees 15,139 17,403
Public Awareness 5,829 10,119
Salaries 245,892 234,778
Supplies 4,944 3,777
Taxes & Licenses 2,079 .
Telephone 7,847 7,979
Travel and Conventions 1,931 5,117
Utilities 5,433 5,263
TOTAL $ 391,318 § 366,301

Note 5 - Significant Concentrations of Risk

Certain financial instruments potentially subject the Association to concentration of credit
risk. These financial instruments consist primarily of cash and cash equivalents. The
Association maintains its cash in various bank deposit accounts, which at times may
exceed federally insured limits. The Association has not experienced any losses in such
accounts. At June 30, 2006, no bank deposits exceeded the federal insured limits.

The Association receives approximately 82% of total revenue and support from various
state agencies.

Note 6 — Retirement Plan
Effective Tuly 1, 2005, the Association began contributing to the American Funds 503(b)
retirement plan at a rate of fifty percent of the employees' contributions. Substaatially all

employees are eligible to participate. Plan expenses incurred by the Association for the
year ended June 30, 2006 were $4,586.

14




SUPPLEMENTAL SCHEDULES

15




9t

{panuiuon)
o PR S $ 6BTPLL $ oLpsrl 3 THO'CTE 3 909'37 g cog'ect $ E£LT'T6ET
266'T06 - (Zr6°8r) ¥Z1'ss 6r'spl) P56'CH ELLTE ELE'LOL
LLE - - - - - LLY -
¢11't06 - (Zr6'sPr) ¥Ti%es (osb'srD) Ps6'T1 9568°0CE £LELOL
165'818'7 - LET'ETE TE'E6 TESOLS Zs9'sl 0607151 DOL'789'1
186 9TL°E $LO'6OE $55°08 TLSBTS £9E°% 0T8I SLL08T
¥09's - 't SPL'T - - - 99
SLT'E - - - - - - SLTE
TIeol - S1T's LB6"L §6F'6E CREP oz -
SCLTN g - S 609°¢ g SH0'T $ s § rO8' § 8997 $ ¥
&rcITE 8§ - $ 68T'PLT $ OLK'8DP] 5 TRO'STE £ 909°8C § eos'Ier § €ITeL'c
() - - - - - - (CH66ED)
EEHRO6 - - - - - - £€F'B06
184792 - OLTME oosFIt 6IE'9cE 0Ly GEQOPY LIF0LY'|
890787 - 0367 LELY 08%'S 9T} 000°E (172 4
147 - 868°6 3SB'1E L16'Cs L8IFI rig's 991°1
(2 s | - - - . - - Trees
DEL'LET £ - %5 Ipj'Ee s 10 $ 9t $ 516 $ - § szi'sel
ey} TORUIATRUE pRoY SNOIIOIY BUIAF] 53314138 weador] (Aeq) punj
Apey 1288040 g panaoddag PeYUL)) voEngIqEH INPY (L=l
520]A1ag [ERUADISY
SONIAIEG HRIR0I]
9007 *0€ ANACr

1 ITaAIHOS

NOLLISOd TYIONVNIS 4O 31MA3HDS ONINIENOD
ASNOHAYOMW 40 DYV AHL

SLASSY LIAN

QNV SATLLITIHVI'E TV.LIOL

SIS 1ON, [B10],
PoiLsoYy Ajresodusa )
povILIsanify
H{3au2p} BassE

SAUNIGEI DM 10,

spun 210 01 (]

SINYQUI] PAHLBOY IDNO

qudeg snej |jorfeg
loukeg pausoy
ajqufizg UNoOY

s iqery mann)

S1A88YV LAN ANV SALLITIHVIT

S1ASSY TVIOL

uoerasda(] PARIAINGDY
SIIS5V paNtd

spuny Bayip woly ongg
sy predalg

SJqEAIIIDY SUNDDDY
SIUBHLISIA)

SHofeAInbY YST)) pus yse)

SLASSY



Ll

655°9Z1°'F & IRS'EN $ 636'86C § 96%°Lc1 $ ££9'058 $ T0§'8L £ T1i0'esp § SrELETT
ori'Ice - Litr'LT) £0T91 S6I°LIE 96¥'09 SE8°C6T 05889t
178 - - - - - 1Z8'C -
619'8T6 " (I#1'LE) <0T 9l S6I°LIT 96109 pic'cet 0£8°29¢
6I1P¢61"E :1g | 0£r'97¢ 169'1¢] OPHEL9 90081 oLI'E6l $60'698'1
9L 0L 185°€1 69'F1E 66E'8C1 LST'0RS £99°¢t o8t'L1 | B6EL987)
909 - 00L'T POLT - - - 99
Fl0Y - . - - - - Fl 01
Tet'eL - 00s'L 189 ci9'cr L£8'E 1Z8°C1 -
1€4°11 s - g 85 £ 16 $ 0LSP $ 9%0¢ § 68T § £
65S°9TIF §  1R5°'FL $ 686'36T $ 968°IST § 5£9°058 § Tos'sL $ lio'sar  CEE'LETT
(6P 655) - - - - - - {691°655)
BLPOO0'] - - - - - . 8LP'990'
9P 101'E 18C°€L P16'69T 26LLTT $CL'8CL LF1’s9 80+°99¢ PLBGAE'E
Eir'ot - LOZI FES') LER'Y 197°] €BLT 161'r1
6TLFLL - €O7'LT POr8T £r0'L8 PEO'CH 08’61 134
TLo'18 - - - - - - Teo'l
(1] . 3373 & - §t £ I £ - s - s - $ 9epicel
fe10], ROPURAINU peay ISAOYIROLN Swar] SANAIIG muridel ] (Aec) punjg
Aoy IISSOU)) )seq poueddng RBIUD) HOUMHIQEL} YNpY 12307}

SINAIIG [BHUIPISY

$90IAI0G WedTorg

£007 *0€ ANNT
(03ANTINOD) NOLLISOd TYEINYNLE 40 A1NAIHIS ONINISINOD
ISNOHAAOW 40 DFY FHL
1 AINAITHOS

SLASSY LaN
ONY SALLITISVIT TV.LOL

(IAJ2Q) 51955y 1aN oL
poinsay Ajmsodua |
popLsag
AIR) S1a55W Jap

SO{IGE1] LN [BI0 |
spun; J3u0 o1 ang
SUqEI] PINIDDY SO
Jquded soxey jjoifeg
1j0idrg ponsay
2)qede swnoxy
SHIPGUI] JHIND)

SLASSY LIN ANV SALLITIEVIT

SLISSY TV.IOL

vonexasdag] poremMunIy
SRssY poxyy]

Spuny| I wou angg
spssy predaty]

SJGRAISIY SIUNCIIY
STUDLUISIAU]

suateanby yse) pue ysen

SLISSY




3!

{panunuo)
T66'206 $ (Tr6'BP) rEtes S (0sb'SHD) § PEHTI § ELLITE S ELsLoL
ori‘ies tirr'L} $0T91 S61LIT 96+ 09 SE3°56Y 053'89¢
(3r1°87) tros 1) 616'3¢ {£89°TOE) a2y RE6°ST {TLBEE
- 180L'11) ¥08'89 {099'09%} 1L19'€8) 10%°t8 ObH'E0F
(Fo6'185) (gL (9904} (09900t} {Z19°c® {161} i£50'6}
£96'L35 - oLroL - - 956"201 LES'ROF
gr1'8T) (ceL'6) {58867} SLH'LG §L0'9t (EDR'LS) (LiL'ro)
RWPT 168 bEe S1T'6LL TLO¥Sa'| IR 9717k 965°18
SIG'EL - - - - - SI6EL
E0T'RTE'T 168 €S SITsLsE TLYRE0') 919°€T} 9ZI'ZEr £39°L
£RO°L - - - - - £89'L
0Z$'0TE'T 163 FEL SITSLE TLYFSO) 99T 9ITEr -
163 PEE 168°rEE - - - - -
CIT'SLE . SECSLE - - - -
TUSHT'} - - t29'Psutl - - -
9I9'ET} - - . 919'CTI - -
SLITEr " - - - oTICEr -
0L ELE'T 851°CTE BEC'SHE LrTCE't 169651 9T LE 138°9)
£61'T1 - - LIl rid - It
LILE - - - - - L'y
698'C - - - - - 693°5
SO - - - - - 114
9E¢") - - - . 00! SEY']
RER'T - - - - 859T -
87558 TOL'ES Lo’z - LI ZE8051 -
795°096"1 g 9grl6T £1080L i oTE'SHl g - § SLF0EE g -

Eng puoy I5NONYIANLY - dmary SANAIIG nzagos g {degt) pong

NISSOI) i | __.._u-._e-_,_.usm uuss UONBUHQEH RnDPY [exo]
SIMALDG [BHHAPISIY

T3INAIHOS

NI WIESTA01,]

9007 *0F ANME ATAANT YVIA FHL 204
SALLIALLDY 40 FTNAAHDS DININIHNOD
IASNOHIBOW 40 DUV FHL

YVIA 40 dNIT LY SLISSV .LIN
128 Jo RameuiBaq I 53085 JaN
SIASSH Joul LI |3SHIIIIP) ISTAIIH]

S3UROS JAYID |EI0L,
1N s13pswen Junessdey
U sigsuen Sumedoy
1535n) 5221008 L3I0

£)a85W Iy 01 (IELIATOP) SN
sesudxg fmo ),
uorerosdag
uonwadap 2i0)3q sasuadso Mol
{riouad pue pswndeuspy

ssoARs weidosd paog
DUIDE APUNLANCD PEOY 1135501
oY ANPUNTLLOD ISNOYUIOR] 158
Buwsy pouoddng
S2MAIDE 1DBIUD))
wonEN|Iqmy HNpY
SIOIALS WRIBOS
sIFuAINY

woddns 19Y10 pue SINU3ASL RIS
STOSUCTOSHA
1955 JO 2|08 Lo WIED)
bl =) ]
sdu|s1aquipy
suoneve]
Ay panuf)
sidiaog wiesdold
anuaaal eEkRusAcd ]
proddng YN0 POT SINVIASY




T UrriD)

66016

Sel'ey

T ————

(3€6°0.3

8ee'nr

o1t
THELTrT
661°t9

T'cor

—_——
3T

669" L0E" T
NM“emn
She'cor
H&'s50'
114 T4
LIS

B85 b
6407

Q08

L01°T

079t

orr'y

000's

92985

085 Te0: LY

Isiog

13 0ImDs

Hry
SN TN proy

S00T ‘0t Anpp TIANT Yvay 3HLyoyg
SWLIALLDY 40 ¥1Nq93H0g ONINIgIOD
ISNOHTIOK d02Yv )

- ‘f
—_— —— —_—
61
T, $SIAT g e S S¥ee § T0SEsot
lIlJ!Jl!lllll. l'llll']llll!ll- -'-l.llrlll'lll' ‘fll.l’i'.llll ll.l'unall.l"‘-llllﬁ ..clt.llﬂl.-llll’\il
) £56'59 LT 9aTE sal'oog LS1'69¢
{rey 16%2'0¢} Lra ] 05g'L| 0se'po) (L0£)
(S80°'5) {Z6E'61) i755) - ($11'¢5) EpE'so
{530°9) teRe 4Ty 50778 - I -
- £66'F z . - Eresy
11357 (8T 11} IL1'eT 058’2y Lrafiy] {059°55)
8t $F0°sor 116'680°7 65671 38915y £52'p
L)
TOR'QLE S9'sop Li6's80" 6862y BT ice TS
PESCE
98'0r¢ SHUSer [16'680 £65°671 2891 ¢t -
TRy  —9s9 -7 —_— ———— e —
- Storsor - - - -
- - 16680 - - -
- - - £65°52) - -
- - - - 889" 1w -
M'ogg LIgprr TE0'soz) §FELh) ECP Fop E60°p}
T Alfhy —_—— e — o ———
R . - - ohg
- - - - - o5z
- - - - - 0Z8'c
- - - - 2] 0I5
- - - - §-W -
9617 20391 - bevop; 990°g9] -
TET'rog £ 605y 3 otory g - 3 top'cer g -
broy WROYagg Sunagy S3A1Rg Wesiol g [Reg) pung
Rassenny Payroddng LT RoRENIqE japy feaay

<

Hvarx 40 ANz Lv SLISSY pan
43 g ua..na&ua & sramsy yayy
EI39%% Jap oy {3%¢asaap) ISTILIgy

S0un0g sapg Ito],
o Siaycuny Butnadey
Y] Saapsupy Stmrinde,
16951} £20.1ngy i

FIIS3E Jagy W {3svanap) skIapny
Sa5uadys )
Yonesaag
Uenenadsp Y99 35110y L

1213 puy NetisSouegy

5230105 imuGnug el
Moy Atumaiygy POOY Hossuiy
3W0Y Apunungoy SH0YIOpy sey

SRS wennosy
uonEs;qEY sympy
Sadinz0g weiic:;
Sastalxy

boddis 1oy PLUE sapus . L8
ShoSuISY
519552 1o opes np neny
1Sor)
E.En__u%:u_z
Stonzuog)
A% oy
Sthongy Umeriing
InuAaag EEu_._Eueum._o-.._
Moddng RO pue Staazy



REPORT REQUIRED BY GOVERNMENT AUDITING STANDARDS
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CERTIFIED PUBLIC ACCOUNTANTS

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

Board of Directors
The ARC of Morehouse
Bastrop, Louisiana

We have audited the financial statements of The ARC of Morehouse (a nonprofit
organization - the Association) as of and for the years ended June 30, 2008 and 2005 and
have issued our report thereon dated October 23, 2006. 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 Government Auditing Standards,
issued by the Comptroller General of the United States, and the Louisiana Governmental
Audit Guide, issued by the Louisiana Society of Certified Public Accountants and the
Louisiana Legislative Auditor.

Internal Control over Financial Reporting

In planning and performing our audit, we considered the Association's internal control over
financial reporting in order to determine our auditing procedures for the purpose of
expressing our opinion on the financial statements and not to provide an opinion on the
internal control over financial reporting. Our consideration of the internal control over
financial reporting would not necessarily disclose all matters in the internal control that
might be material weaknesses. A material weakness is a reportable condition in which the
design or operation of one or more of the internal control components does not reduce to a
relatively low level the risk that misstatements caused by error or fraud in amounts that
would be material in refation to the financial statements being audited may accur and not
be detected within a timely period by employees in the normal course of performing their
assigned functions. We noted no matters involving the intarnal control over financial
reporting and its operation that we consider to be material weaknesses.

Compliance and Other Matters

As part of obtaining reasonable assurance about whether the Association’s financial
statements are free of material misstatement, we performed tests of its compliance with
certain provisions of laws, regulations, contracts, and grant agreements, noncompliance
with which could have a direct and material effect on the determination of financial
statement amounts. However, providing an opinion on compliance with those provisions

(318) 387-2672 « FAX (318) 322-8866 » www Ihm-cpas.com
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Board of Directors
The ARC of Morehouse

was not an objective of our audit, and accordingly, we do not express such an opinion.
The results of our tests disclosed no instances of noncompliance or other matters that are
required to be reported under Governmeni Auditing Standards.

We noted certain matters that we reported to management of The ARC of Morehouse ina
separate letter dated October 23, 2006.

This report is intended solely for the information and use of management of the
Association, its oversight agency, other entities granting funds to the Association and the
Legislative Auditor for the state of Louisiana and is not intended to be used and should not
be usad by anycne other than these specified parties. Under Louisiana Revised Statute
24:513, this report is distributed by the Legislative Auditor as a public document.

,@% Al 4 fgnese

{A Professional Accounting Gorporation)

October 23, 2006
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The ARC of Morehouse
Status of Prior Year Findings
June 30, 2006

The following is a summary of the status of findings in the Schedule of Findings and Questioned
Costs issued in connection with the examination of the financial statements of the ARC of
Morehouse as of June 30, 2005.

There were no audit findings for the year ended June 30, 2005.

There was one management letter comment for the year ended June 30, 2005 related to payroll.
Contnent; :

It was noted that several employee personnel files were not up to date in the areas of pay rate

authorization and withholding documentation.

Statns:;
Improvement has been made in this area but additional work is still needed.
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CERTIFIED PUBLIC ACCQUNTANTS

MANAGEMENT LETTER

Board of Directors
ARC of Morehouse
10650 Lucy Hudson Drive
Bastrop, Louisiana 71220

in planning and performing our audit of the financial statements of the ARC of
Morehouse (a nonprofit organization — the Association) for the year ended June 30,
2008, we considered its internal control in order to determine our auditing procedures
for the purpose of expressing our opinion on the financial statements and not to provide
assurance on internal control. However, we noted a certain matter involving intemal
control and its operation that we consider to be a reportable condition under standards
established by the American Institute of Certified Public Accountants. Reportable
conditions involve matters coming to our attention relating to significant deficiencies in
the design or operation of internal control that, in our judgment, could adversely affect
the Association's ability to initiate, record, process and report financial data consistent
with the assertions of management in the financial statements.

Payroll -

As In prior years, we noted during our test of the payroll policies that the Association's
personnel records had some deficiencies. Of the sixty payrol! items tested, two of the
hourly rates paid fo the employees did not agree with the pay rate authorized in the
personnel records. In checking further, it was determined these two employees’ files
were not up to date and the pay they received was accurate. Without proper
authorization of the wage rate in the personnel file an employee could be paid the
wrong hourly wage rate. We alsc noted that five additional personnel files did not
contain any W-4's or L-4's. The Association could be deducting Federal and State tax
in amounts not authorized by the employee because the proper deduction information is
not maintained In their personnel file.

While improvement has been noted, we recommend that the Human Resources
department of the Association review all employee files fo insure that there is proper
authorization for the hourly rate being paid and also, that a current W4 and L-4 is
included to insure that the proper amounts of withholding authorized by the employee is
being deducted.
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ARC of Morehouse
Management Letter

Management’s Response:

The Arc of Morehoyse obtains W-4's and L-4's for all employees as part of the new
employee hiring process. However, the Arc will implement measures to periodically
audit personnel files to insure that all salary and wage information is current, accurate,
and present in each employee file.

This report is intended solely for the information and use of management of the
Association, its oversight agency, other entities granting funds to the Association and
the Legislative Auditor for the State of Louisiana and is not intended to be and should
not be used by anyone other than these specified parties. Under Louisiana Revised
Statutes 24:513, this report is distributed by the Legislative Auditor as a public
document.

f%%mﬁm

{A Professional Accounting Corporation)

October 23, 2006




