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W e were engaged to audit the accompanying statement of financial position of the Council on Alcoholism 
and Drug Abuse of Northwest Louisiana, Inc. (a non-profit organization) as of June 30, 2003, and the 
related statements of activities, cash flows, and functional expenses for the year then ended. These 
financial statements are the responsibility of the Council's mana gem ent. 

The Council converted payroll systems during the fiscal year ended Jun e 30, 2003. The conversion 
involved after-the-fact payroll entry as well as current payroll data entry. Reconciliations of payroll 
expenses and liabilities were not performed by payr oll date. As a resuk, the payr oll records available 
during our engagement did not permit, nor did the time constraints of the engagement permit, the 
application of other auditing procedures to payroll expenses incurred during the year or to the related 
payr oll liabilities accru ed at year end. 

Since we were not able to apply auditing procedures to satisfy our selves as to the payr oll expenses incurred 
dur ing the fiscal year ended Jun e 30, 2003, nor to the related payr oll liabilities accrued as of June 30, 2003, 
the scope of our  work was not sufficient to enable us to express, and we do not express, an opinion on these 
financial statements. 

In accordance with Government Auditing Standards, we have also issued our report dated April 24, 2004, 
on our consideration of the Council on Alcoholism and Dra g Abuse of Northwest Louisiana, Inc.'s internal 
control over finan cial reporting and our  tests of its comp liance with  certain provisions of laws, regulations, 
contracts, and grants. That report is an  integral part of an  audit performed in accordan ce with Government 
Auditing Standards and should be read in conjunction with this report in considering the results of our 
engagem ent. 

The accomp anying schedules of expenditures of federal awards and state contracts are presented for 
purposes of additiona l analysis and are not a required part of th e basic financial statements. Th e 
accompanying schedule of expenditures of federal awards is presented as required by U .S. Office of 
Management and Budget Circular A-133, Audits of States, Local Governments, and Non-Profit 
Organizations 

April 24, 2004 



COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOUISIANA, INC. 

STATEM ENT OF FIN AN CIAL POSITION 
JU NE 30, 2003 

Current assets: 
Cash on hand and in bank, including 
$-0- bearing interest 
Food stam ps 
Accounts receivable 
Due from  affiliated organization 
Other current assets 
Total current as sets 

Property and equipm ent: 
Buildings & land 
Leasehold improvem ents 
Furn iture an d fixtures 
Equipm ent 
Total property an d equipm ent 
Less: Accum ulated depreciation 
N et property an d equipm ent 

Other assets 
D eposits 

Total assets 

A SSETS 
Tem porarily 

Unrestricted Restricted Total 

$ 22,135 
974 

262,330 
85,876 
25,000 
396,315 

1,762,386 
434,374 
26,989 
411,371 

2,635,120 

(624,705) 
2,010,415 

2,520 

33,750 

33,750 

$ 22,135 
974 

296,080 
85,876 
25,000 
430,065 

1,762,386 
434,374 
26,989 
411 371 

2,635,120 

(624,705) 
2~910,415 

2,520 

See independent auditor's report an d notes to financial statem ents 



COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOU ISIANA , INC. 

STATEM ENT OF FIN AN CIAL POSITION 
JUNE 30, 2003 

Current liabilities: 
Bank overdraft 
Accounts payable 
Payroll taxes payable 
Unearn ed incom e 

LIABILITIES AND NET ASSETS 

A ccrued interest payable 
Other-AD AC fire d payable 
N ote payable - current portion 
Total current liabilities 

Unrestricted 
$ 60,099 

76,479 
222,543 
51,500 
6,787 
1,730 

284,513 
703,651 

Long-term  liabilities: 
Note payable - net of current portion 501,190 

Total liabilities 

N et assets: 
N et assets 

Total liabilities and net assets 

Tem porarily 
Restricted 

$ 60,099 
76,479 
222,543 
51,500 
6,787 
1,730 

284,513 
703,651 

1,204,409 33,750 1,238,159 

See independent auditor's report and notes to financial statem ents 



COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOU ISIANA, IN C. 

STATEM ENT OF A CTIVITIES 
FOR THE YEAR END ED JU N E 30, 2003 

Public support: 
United W ay 
M em berships and contributions 
HU D Grant Incom e 
SBA gran t incom e 
Total public support 
Revenues: 

Tem porarily 
Unrestricted Restricted 

$ 11,250 
39,891 
125,000 
168,830 
344,971 

M an agem ent contracts - City, state and 
federal governm ent 2,006,886 
Annual m eeting an d sem inars 8,196 
Client paym ents 39,688 
Governm ent assistance - Clients 98,440 
M an agem ent contract - Related entity 727,645 
M iscellan eous incom e 96,702 
In terest 242 
Total revenues 2,977,799 
Total public support and revenues 3,322,770 
Expenses~ 
Salaries 2,151,226 
Payroll taxes 256,431 
Building rent 109,051 
Equipm ent rent and lease 2,021 
Fundraising expense 260 
Utilities an d telephone 143,890 
Auto expenses 42,431 
Insuran ce 217,800 
Training and travel 25,395 
Annual m eeting 6,710 
Food 147,943 
M aintenan ce and repair 38,717 
Supplies 108,377 
Printing an d literature 17,829 
Depreciation 112,846 
Professional services 273,608 
A dvertising an d prom otion 9,076 
In terest expense 36,945 
Other 75,570 
Total expenses 3,776,126 

Increase (decrease) in net assets (453,356) 
(Continued) 

$ 33,750 $ 45,000 

33,750 

33,750 

33,750 

See independent auditor's report an d notes to f'm ancial statem ents 

39,891 
125,000 
168,830 
378,721 

2,006,886 
8,196 
39,688 
98,440 
727,645 
96,702 

242 
2,977,799 
3,356,520 

2,151,226 
256,431 
109,051 
2,021 
260 

143,890 
42,431 
217,800 
25,395 
6,710 

147,943 
38,717 
108,377 
17,829 
112,846 
273,608 
9,076 
36,945 
75,570 

3,776,126 

(419,606) 



COUN CIL ON  ALCOH OLISM  AND DRU G ABU SE 
OF NORTHW EST LOUISIAN A, INC. 

STATEM ENT OF ACTIVITIES 

(Continued) 
FOR THE YEAR ENDED JUNE 30, 2003 

Increase (decrease) in net assets 

Net assets - June 30, 2002 

Temporarily 
Unrestricted Restricted Total 

(453,356) 33,750 (419,606) 

1,624,015 33,750 1,657,765 

Transfers - release of restrictions 33,750 (33,750) 

N et assets - June 30, 2003 

(Concluded) 

See independent auditor's report and notes to financial statem ents 



COUN CIL ON  ALCOHOLISM  AN D DRUG ABUSE 
OF N ORTHW EST LOUISIANA, INC . 

STATEM ENT OF CASH FLOW S 
FOR THE YEAR ENDED JU NE 30, 2003 

Cash flows from  ot~eratin~ activities 

Increase (decrease) in net assets 
Adjustments to reconcile change in net assets to net cash 
provided by operating activities: 
D epreciation 

(Gain) loss on disposal of property 
(Increase) decrease in accounts receivable 
(Increase) decrease in food stamps 
(Increase) decrease in other assets 
Increase (decrease) in bank overdraft 
Increase (decrease) in accounts payable 
Increase (decrease) in accrued liabilities 
Increase (decrease) in payroll taxes payable 
Increase (decrease) in unearned income 
Increase (decrease) in interest payable 

Total adjustments 
Net cash provided (used) by operating activities 

Cash flow from investin e activities 
Cas h paym ents for the purchase of equipm ent 
Cash paym ents for the purchase of property 
Cash paym ents for the purchase of leas ehold im provem ents 

Net cash provided (used) by investing activities 

Cash flow from flnancine actlv~t~e~ 
Proceeds from  issuance oflong-term  debt 
Principal paym ents on long-term  debt 

Net cash provided (used) by financing activities 

Net increase (decrease) in cash and equivalents 
Cash an d equivalents, beginning of year 

Cash an d equivalents, end of year 

Su~91em ental disclosur es ofc 
Cash paid during the year for: 
In terest expense 
In com e Tax 

$ (419,606) 

112,846 

(2,500) 
(1,090) 
807 

(2,520) 
60,099 

(20,882) 
(23) 

81,038 
27,750 
(2.588) 

252,937 
_  ('166,669) 

(39,343) 
(5,1 i0) 

, (3,652) 
(48,105) 

200,000 

~ .(78,593) 
121,407 

(93,367) 
. 115,502 

~__ 39,533. 
0 

See independent auditor's report an d notes to financial statem ents 
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COUNCIL ON ALCOH OLISM  AN D DRU G ABUSE 
OF N ORTH W EST LOU ISIAN A , INC. 

NOTES TO FINANCIAL STATEM ENTS 
JUNE 30, 2003 

(1) SIGNIFICANT ACCOUNTING POLICIES 

Organization 
The Council on A lcoholism  and Drug Abuse of N orthwest Louisiana, Inc. is a non-profit 
corporation. The purpose of the Council is to continue heightening public aw areness that 

alcoholism and drug addictions are preventable and treatable diseases, through  a 
combined strategy of education, public policy chan ges and th e efforts of individuals, 
fam ilies an d all elem ents of the comm unity working in concert. The Coun cil operates an  
inform ation center providin g a wide variety of inform ation an d referrals. The Coun cil 
also operates the Caddo Bossier Center, th e Adolescent Center and the Buckhalter Hotel 
that provide long-terra residential treatm ent for adults an d teens. 

D enreciation an d can italization nolicv 
The basis of valuation of depreciable assets is th e asset's cost or fair m arket value at date 
of donation. Expenditures for assets in excess of $500 are capitalized. Depreciation of 
property an d equipm ent is provided over the estim ated useful lives of th e respective 
assets on th e straight-line bas is as follows: 

Buildings 
Leasehold im provem ents 
Furniture an d fixtures 
Equipm ent 

Provision for In com e Taxes 

39 years 
20 - 25 year s 
7 years 
5 - 15 year s 

N o provision for in com e taxes is reflected in th e statem ents as the Council files a tax- 

exempt remm under IRS Section 501(c)(3). 

Basis of A ccounting 
The accom pan ying financial statem ents have been prepar ed on the accrual basis of 
accounting in accordan ce w ith  accounting principles generally accepted in the United 
States of Am erica. 

Cash Equivalents 
Cash equivalents consist of short-term , highly liquid investm ents that are readily 

convertible into cash within ninety (90) days of purchase. 

Functional Allocation of Exnenses 
The costs of providing the Council's various program s and supporting services have been  
summ arized on a fu nctional basis in the statem ent of activities. Accordingly, certain 
costs have been allocated am ong the progrmns and supporting services benefited. 



COUN CIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTH WEST LOU ISIANA, INC. 

N OTES TO FIN AN CIA L STATEM EN TS 

(Continued) 
JUNE 30, 2003 

(1) SIGNIFICANT ACCOUN TIN G POLICIES (Continued) 

Estim ates 
The preparation of financial statem ents in conform ity with generally accep ted accounting 
principles requires m an agem ent to m ake estim ates an d assumptions that affect certain 
reported am ounts and disclosures. Accordingly, actual results could differ from  those 
estim ates. The organ ization has not accrued com pensated absences because the am ount 
cannot be reasonably estim ated. 

Advertising Costs 
Advertising costs are expensed in the year incurred. A dvertising costs expensed during 
the year am ounted to $9,076. 

Support and Revenue 
The Coun cil receives its gran t an d contract support prim arily from  the State of Louisiana 
Dep artm ent of Health  and H ospitals an d other State Agencies. Support received from  
those gr ants and contracts is recognized on a "net funded" basis whereby State of 
Louisian a Dep artm ent of Health an d Hospitals, Office for Addictive Disorders funding is 
recognized on a last-dollar-in basis. Related expenses incurred ar e "netted" first by client 
fees an d food stam p incom e in determ ining grant funds to be recognized. The Council 
receives client fees an d food stam p incom e for billable client services an d recognizes 
th ese fees and incom e when earned. 

Any of the funding sources m ay, at its discretion, request reim bur sem ent for expenses or 
return  of funds, or both , as a result of noncompliance by the Council with th e term s of the 
gr ants/contracts. 

Contributions 
Contributions received ar e recorded as unrestricted, tem porarily restricted, or 
perm anently restricted support depending on th e existence an d/or nature of any donor 
restrictions. If during the year  a contribution received is tem porarily restricted an d th e 
requirem ents nf the temporary restriction ar e m et in  the sam e year, thus releas ing all of it 
from th e restriction, it is the Council's policy to report the contribution incom e an d the 
related expenses as unrestricted. 

M em berships 
M emberships are essentially honorary, as no goods or services are provided to the 
m embers in exchan ge for their m embership dues, and consequently, m emberships have 
been presented as contribution revenue. 



~) LEASES 

COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOUISIAN A, IN C. 

N OTES TO FIN AN CIAL STA TEM EN TS 

(Continued) 
JUNE 30, 2003 

The Council leases the facilities that house its Caddo-Bossier Center on a ten (10) year 
basis for $1 per year beginning July 1, 1997, and ending June 30, 2007. The Caddo- 
Bossier Center moved part of its program into a building owned by the Coun cil. The 
Council allocated a rental rate of $1,000 per month to the Caddo-Bossier Center progr am . 

The Council leas es the building th at houses its accounting staff an d EAP progr am staff 
for $1,400 per month. Lease payments for the year ended June 30, 2003, am ounted to 
$14,000. Future minimum leas e payments un der the lease agr eement are as follows: 

Years ended June 30: 
2004 
2005 

All leases are accoun ted for as operatin g leases. 

(3) CONCENTRATIONS 

$16,800 
8,400 

Approxim ately 39%  of the Coun cil's total revenue com es from  contracts with th e State of 
Louisiana. However, the revenue is divided am ong seven separ ate contracts, thus 
reducing the possibility of a severe adverse effect upon the Council if an individual 
contract is lost. 

(4) CASH 

At various tim es during th e fiscal year, the Coun cil's cas h in bank balan ces exceeded th e 
Federally insured lim its. At June 30, 2003, th e Coun cil had no uninsur ed balan ces. 

(5) RELATED PARTY TRANSACTIONS 

The Council entered into tran sactions with Louisian a Association on Compulsive 
Gam bling (LACG), a non-profit organization related through common man agement. The 
Council owns a building (separate from the Council's main office) that it leases to 
LACG. The term of the lease is five (5) years an d the lease paym ent is $4,500 per 
month. The lease includes a $45,000 dep osit by LACG that LACG may deduct from its 
rental payments to the Coun cil at the rate of $500 per month for ninety (90) consecutive 
m onth s as a reduction in the am ount of the dep osit. At Jun e 30, 2003, the rem aining 
am oun t of the deposit was $17,750. In the event that LACG does not make monthly 
paym ents or elects not to occupy the leased prem ises, the balan ce of the rem aining 



COUN CIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTH W EST LOUISIANA, INC. 

NOTES TO FINANCIAL STATEM ENTS 
(Continued) 

JUNE 30, 2003 

(5) RELATED PARTY TRANSACTIONS (Continued) 

deposit will be forfeited to the Council. The Council received $27,750 in m anagement 
fees from  LACG for the adm inistrative costs of m anaging LA CG 's contracts and 
m aintaining its accounting records. The Coun cil also processes LACG 's payroll under 
th e Council's nam e; th e Council is reim bursed by LACG for the total cost of the payroll 
an d associated payroll taxes an d benefits. Th e Coun cil had a receivable due from  LACG 
for payro11, rent, an d expenses at Jun e 30, 2003, of $77,187. Also, see Note 8. 

The Council also rented two other buildings to LA CG for use in two of LA CG 's 
program s. Total rent incom e recognized by the Council on th ese buildings during th e 
fiscal year ended June 30, 2003, was $69,600. 

The Coun cil also entered into tran sactions with a company partially owned by one of the 
Coun cil's board m embers. These tran sactions were entered into during the norm al course 
of the Council's operations and were consum m ated in the same m anner as an y other 
arm 's length tran sactions. Total tran sactions with this company during th e year 
am oun ted to $14,915. Accounts payable at June 30, 2003, included $1,071 payable to 
this company. 

(6) NOTES PAYABLE 

N otes payable at June 30, 2003, consist of th e following 

Note payable to Am South Bank, interest at 5.00% , $3,267 m onthly principal 
and interest through September 1, 2006, at whi ch tim e a balloon paym ent of 
the balan ce of the note is due; secur ed by real estate. $ 348,979 

Note payable to Am South Bank, interest at 5.00% , $1,591 m onthly principal 
an d interest through Jan uary 6, 2007, at which tim e a balloon paym ent of the 
balan ce of the note is due; unsecured. 134,151 

Line of Credit with Am South Bank, interest at Am South Prim e Rate plus 
0.25% , interest due m onthly, principal an d accrued interest due April 15, 
2004. 199,574 

Note payable to Cam bridge Care, LLC, at 6.25% , $56,376 annual principal 
an d interest through July 20, 2004; secur ed by real estate. 102,999 

Total notes payable 
Less: Current portion notes payable 
Long-term portion notes payable 

785,703 
284,513 

$ 501A90 



COUN CIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOUISIA NA, IN C. 

NOTES TO FINAN CIAL STATEM ENTS 

(Continued) 
30, 2003 

(6) NOTES PAYABLE (Continued) 

Current m aturities of long-term  debt are as follows 

Years ended June 30: 
2004 $ 284,513 
2005 89,851 
2006 38,673 
2007 372,666 
Total long-term  debt $ 785.70_3 

Interest expense for the year ended June 30, 2003, was $36,945 and was charged to 
operations. 

The original AmSouth Line of Credit (LOC) dated August 2, 2002 was for $100,000 and 
was due in full August 1, 2003. The original $100,000 was rolled over into a new note 
dated April 17, 2003, and the LOC was increased by $100,000. The resulting $200,000 
balance of principal an d the interest on the LOC are due on dem an d. If not sooner 
dem anded, the interest on the LOC is payable in m onthly in stallm ents an d the principal 
an d an y unpaid interest on th e LOC is payable in full on April 15, 2004. Also, see Note 
8. 

(7) CONTIN GENT LIABILITIES 

The Council was delinquent on Form 941 payroll taxes for the 4th quarter 2002 and the 1st 
an d 2"a quarters of 2003

. The Coun cil paid the delinquent taxes an d th e IRS waived the 
penalty on the 1st quarter of 2003

. As of April 24, 2004, confm nation of w aived penalty 
by th e IRS for the 4th quarter 2002 and th e 2nd quarter 2003 had not been received

. The 
effect of possible additional liability on the finan cial statem ents has not determ ined. 

The Council was also delinquent on Louisian a state withholding taxes for the 1st and 2"a 
quarters of 2003. The taxes due, including interest, were paid in October 2003. 

Payroll records, including gross payroll an d payr oll-related liabilities, were not reconciled 
to the general ledger for the year ended June 30, 2003. The effect of possible additional 
liability on the finan cial statem ents has not been determ ined. 



COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOUISIANA, IN C. 

N OTES TO FIN AN CIA L STATEM EN TS 

(Continued) 
JU NE 30, 2003 

(8) SUBSEQUENT EVENTS 

The Council becam e delinquent in Form  941 tax rem ittances in 2004. The penalty and 
interest on the Form  941 tax late paym ents during the subsequent fiscal year are 
unknown. 

The Council received $25,000 in February 2004 in repayment of the Council's 
investment in a joint venture with a related entity. Also, see Note 5, 

The Am South Line of Credit with a principal balance of $199
,574 w as due April 15, 

2004. The Council entered into negotiations w ith the bank and Am South has approved a 
three-m onth extension. Also, see Note 6. 

The Council m ade a partial paym ent of th e scheduled installm ent paym ent due on July 
20, 2003, to Cambridge Care, LLC. The Council rem ained in default on this note 
payable until August 19, 2003, when the balance of the installm ent paym ent was m ade 
an d brought current. Also, see Note 6. 

A new Executive D irector was hired effective April 22
, 2004 



 

COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF NORTHW EST LOUISIANA, IN C. 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 
FOR THE YEAR ENDED JUNE 30, 2003 

Federal Grantor/Pass-througb 

Pass-through 
Entity 

Federal Identifying Federal 
CFDA Number Number Expenditures 

U.S. Department of Health and Human Services: 
Pass-through program from Louisiana 
Department of Health and Hospitals Office 
For Addictive Disorders - Halfway House 93.959 9-8351 $120,994 

Pass-through program  from  Louisiana 
Deparlm ent of Health an d Hospitals Offi ce 
For Addictive Disorders - Halfway House (*) 93.959 9-8351 572,065 

Pass-through program  from Louisiana 
Department of Health and Hospitals Office 
For Addictive Disorders - Halfway House 93.959 9-8351 149,500 

Pass-through progr am  from Louisiana  
Department of Health an d Hospitals Offi ce 
For Addictive Disorders - Halfway House 93.959 9-8351 140,000 

Pass-through program from  Lo uisiana 
Department of Health an d Hospitals Offi ce 
For Addictive Disorders - Halfway House (*) 93.959 9-8351 274,956 

Pass-through program from  Louisiana 
Department of Health and Hospitals Offi ce 
For Addictive Disorders - Outpatient Treatment 93.959 9-8351 30,000 

Pass-through progr am from Louisiana  
Department of Health and Hospitals Office 
For Addictive Disorders - Outpatient Treatm ent 93.959 9-8351 

Total expenditures of federal awards 

(*) Indicates Major Program. 

168,830 

$ 1.456.345 

This schedule of expenditures of federal awards includes the federal gr ant activity of the Council on 
Alcoholism and Drug Abuse of Northwest Louisiana, Inc. and is presented on the accrual basis of 
accounting. The information in this schedule is presented in accordan ce with the requirements of OM B 
Circular A-133, Audits of States, Local Governments, and Non-Profit Organizations, Therefore, some 
amoun ts presented in th is schedule may differ from  am ounts presented in, or used in th e presentation of, the 
basic financial statements. 

See independent auditor's report and notes to financial statem ents 



 

Contract 
Nurg..ber 

Buckhalter Hotel 
71686 (*) 

COUN CIL ON ALCOHOLISM  AND DRUG ABUSE 
OF NORTHW EST LOUISIANA, INC. 
SCHEDULE OF STATE CONTRACTS 
FOR THE YEAR END ED JUNE 30. 2003 

Con~a~ 
Term  

Contract 
Am ount 

Revenue 
Recognized 

07/01/02-06/30/03 $149,500 $149,500 $149,500 

Caddo-Bossier Center 
71588 (*) 07/01/02-06/30/03 120,994 120,994 120,994 

Adolescent Center 
71597 (*) 

M ansfield ADAC 
71496 (*) 

S.T.E.P.S. 
72473 (*) 

72231 

71909(*) 

07/01/02-06/30/03 590,972 572,065 572,065 

07/01/02-06/30/03 30,000 30,000 30,000 

07/01/02-06/30/03 140,000 140,000 140,000 

07/01/02-06/30/03 35,000 35,000 35,000 

07/01/02-08/31/03 410,454 274,956 274,956 

(*) Indicates federal awards. All federal award programs are CFDA No. 93.959. Total expenditure of 
federal awards is $1,287,515. 

This schedule of state contracts includes the Louisiana Department of Health and Hospitals Office for 
Addictive Disorders contract activity, of the Council on Alcoholism  and Drug Abuse of Northwest 
Lo uisiana, Inc. and is presented on the aeemaI basis of accounting. The information in this schedule is 
presented in accordance with State requirements. Therefore, some amounts presented in this schedule may 
differ from amoun ts presented in, or used in the presentation of, the basic financial statem ents. 

See independent auditor's report and notes to financial statem ents 
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REPORT ON COMPLIANCE AND ON INTERNAL CONTROL OVER FINANCIAL 
RE PORTIN G BASED ON AN AUDIT OF FINANCIAL STATEM ENTS PERFORM ED 

IN  ACCORDANCE W ITH GOVERNM ENTAUDITING STANDARDS 

Board of Directors 
Council on Alcoholism  and Drug Abuse 
Of Northwest Louisiana, Inc. 
Shreveport, LA 

(318) 869-1275 
FAX (318) 869-1278 

W e were engaged to audit the financial statements of the Coun cil on Alcoholism  and Drug Abuse of 
Northwest Louisiana, Inc. (a non-profit organization) as of and for the year ended June 30, 2003, and have 
issued our report thereon dated April 24, 2004. 

Compliance 
As part of obtaining reasonable assur ance about whether the Coun cil on Alcoholism and Dra g Abuse of 
Northwest Louisiana, Inc.'s fin ancial statements are free of m aterial misstatem ent, we perform ed tests of its 
compliance with certain provisions of laws, regulations, contracts, an d gran ts, noncomp liance wi th which 
could have a direct and material effect on the determination of fin ancial statement amounts. However, 
providing an opinion on compliance wi th those provisions was not an objective of the above referenced 
engagement, and accordingly, wc do not express such an opinion. The results of our tests disclosed an 
instance of noncomplian ce that is required to be reported under Government Auditing Standards an d is 
described in the accompanying Schedule of Comp liance Findings. 

In planning and performing the above referenced engagement, we considered the Council on Alcoholism 
and Drug Abuse of Northwest Louisiana, Inc.'s internal control over finan cial reporting. However, we 
noted certain ma tters involving the intern al control over finan cial reporting and its operation that we 
consider to be reportable conditions. Rep ortable conditions involve ma tters comi ng to our attention 
relating to significant deficiencies in the design or operation of th e intern al control over financial reporting 
that, in our judgment, could adversely affect The Council's ability to record, process, 8urun mrize, and 
report financial data consistent with the assertions of management fia the financial statements. Reportable 
conditions are described in the accompanying Schedule of Rep ortable Conditions and M aterial 
W eaknesses. 

A material weakness is a 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 mi sstatements in amoun ts tha t would be 
material in relation to the finan cial statements may occur and not be detected within a timely period by 
employees in the normal cour se of performing their assigned functions. Our consideration of th e internal 
control over fina ncial reporting would not necessarily disclose all matters in the internal control that might 
be reportable conditions and, accordingly, would not necessarily disclose all rep ortable conditions that are 
also considered to he material weaknesses. However, we consider six of the reportable conditions referred 
to above to be a material weakness as detailed in the accomp anying Schedule of Reportable Conditions and 
M aterial W eaknesses. 

This report is intended solely for the information an d use of the audit committee, m an agem ent, others 
within the organization and federal awarding agencies and pass-through entities and is not intended to be 
and should not be used by anyone other 

April 24, 2004 
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REPORT ON COMPLIANCE WITH REQUIRE MENTS 
APPLICABLE TO EACH M AJOR PROGRAM  AND ON INTERNAL CONTROL 
OVER COM PLIANCE IN ACCORDANCE W ITH OM B CIRCULAR A-133 

Board of Directors 
Council on Alcoholism and Drug Abuse 
Of Northwest Louisiana, Inc. 
Shreveport, LA 

(318) 869-1275 
FAX (318) 869-1278 

Compliance 
We were engaged to audit the compliance of Council on Alcoholism and Drug Abuse of Northwest Louisiana, Inc. (a 
non-profit organization) with the types of compliance requirements described in the U.S. Office of Management and 
Budget (OMB) Circular A-133 Compliance Supplement that are applicable to its major federal program for the year 
ended June 30, 2003. The Council on Alcoholism and Drug Abuse of Northwest Louisiana, Inc.'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 laws, regulations, contracts, and grants applicable to its major 
federal program is the responsibility of the Council's management. 

The Council converted payroll systems during the fiscal year ended June 30, 2003. The conversion involved ai~er-the- 
fact payroll entry as well as current payroll data entry. Reconciliations of payroll expenses and liabilities were not 
performed by payroll date. As a result, the payroll records available during our engagement did not permit, nor did the 
time constraints of the engagement permit, the application of other auditing procedures to payroll expenses incurred 
during the year or to the related payroll liabilities accrued at year end. 

Since we were not able to apply auditing procedures to satisfy ourselves as to the payroll expenses incurred during the 
fiscal year ended June 30, 2003, nor to the related payroll liabilities accrued as of Jan e 30, 2003, the scope of our work 
was not sufficient to enable us to express, and we do not express, an opinion as to whether the Council on Alcoholism 
and Drug Abuse of Northwest Louisiana, Inc. complied, in all material respects, with the requirements that are 
applicable to its major federal program for the year ended June 30, 2003. 

The management of Council on Alcoholi~  and Drug Abuse of Northwest Louisiana, Inc. is responsible for 
establishing and maintaining effective intern al control over compliance with the requirements of laws, regulations, 
contracts, and grants applicable to federal programs. 

Our consideration of the internal control over compliance would not necessarily disclose all matters in the internal 
control that might be material weaknesses. A material weakness is a 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 noncompliance with 
applicable requirements of laws, regulations, contracts, and grants that would be material in relation to a major federal 
program being audited ma y occur and not be detected within a timely period by employees in the normal course of 
performing their assigned functions. W e noted six matters involving the internal control over compliance and its 
operation that we consider to be material weaknesses. 

This report is intended solely for the information and use of the audit committee, management, others within the 
organization and federal awarding agencies 
by anyone other than these specified parties. 

April 24, 2004 
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COUN CIL ON ALCOHOLISM  AND DRUG ABUSE 
OF NORTHW EST LOUISIAN A, INC. 

SCHEDULE OF COM PLIANCE FIND IN GS 
FOR THE YEAR ENDED JUN E 30, 2003 

The results of our tests disclosed the following in stance of noncompliance 

(1) Failure to complywith state law 

Instance of Noncom plian ce 
The Council on Alcoholism and Drug Abuse of Northwest Louisian a, Inc. failed 
to comply with state law (LA R.S. 24:513) since the annual financial report was 
subm itted to the Louisiana Legislative Auditor's Office after December 31, 2003, 
the six-m onth statutory issue date. 

Reasons for Noncomolian ce 
The Council's accountin g records w ere not m ade available for audit in  suffi cient 
tim e to com plete th e audit by th e statutory deadline due to th e following: 

~ Dan  Talley, the Executive Director of th e Coun cil was ill an d had suffered 
deterioratin g health. 

~ The Council's Board of Directors m ade a decision to keep M r. Talley in th e 
Executive Director's position in spite of his health  problem s. M r. Talley had 
served the Council for over 16 years with trem endous dedication to its purpose 
and had been instrum ental in  building th e Council to its present stature. 

~ The Chief Administrative Officer of the Council had to step in and perform m an y 
of th e Executive Director duties that could not be perform ed by Mr . Talley due to 
his health over th e past year. The accounting function suffered from th e reduced 

amount of time the CAO then had available to devote to her own job duties. 
~ Mr . Talley's health  took a turn for the worse during D ecem ber 2003, an d he died 

on Tuesday, Jan uar y 20, 2004. 

Plan  of Corrective Action 
See "M an agem ent's Plan of Corrective Action" report included with this audit 
package. 

This schedule is provided as supplem ental inform ation to th e "Report on Complian ce an d 
on In ternal Control Over Finan cial Rep orting Bas ed on an  Audit of Finan cial Statem ents 
Perform ed in Accordan ce with  Governm ental Auditing Standards" dated April 24, 2004. 



 

COUNCIL ON ALCOHOLISM  AND DRUG ABUSE 
OF N ORTHW EST LOUISIAN A, INC. 

SCHEDULE OF REPORTAB LE CONDITION S AND M ATERIAL W EAKNESSES 
FOR THE YEAR ENDED JUNE 30, 2003 

W e noted the following m atters involving the Council on Alcoholism and Drug Abuse of 
Northwest Louisiana, Inc.'s internal control over financial rep orting and its oper ation that 
we consider to be reportable conditions: 

(1) Reconciliations of payroll expenses an d related payroll liabilities were not 
perform ed. 

(2) Cash accounts not reconciled on a monthly basis. 
(3) Finan cial statements not prepared and reconciled on a monthly basis. 
(4) Lack of segregation of duties with respect to the person making adjustments to the 

finan cial records. 
(5) Blank check stock is not stored in loak ed/secured cabinet and access to checks is 

not controlled; checks are not issued in sequential order; an d blank checks ar e 
signed an d left with  accounting personnel. 

(6) The Council's check sign ature policies have not bean  followed. 
(7) Payroll taxes not paid timely an d payroll reports not filed timely. 
(8) General ledger distribution codes were not readily available for application of 

audit procedures. 
(9) Accoun ting records are not filed in a consistent manner. 

Of the reportable conditions described above, we consider items (1) through (6) to be 
m aterial w eaknesses. 

This schedule is provided as supplem ental inform ation to the "Report on Complian ce an d 
on Internal Control Over Finan cial Reporting Based on an Audit of Finan cial Statem ents 
Perform ed in A ccordance with Governmental Auditing Standards" dated April 24, 2004. 

Plan of Corrective Action 
See "M anagem ent's Plan  of Corrective Action" report included with this audit package 



 

COUN CIL ON ALCOHOLISM  AND DRUG ABUSE 
OF NORTHW EST LOUISIANA, INC. 

SCHEDULE OF FINDIN GS AND QUESTIONED COSTS 
FOR THE YEAR END ED JUNE 30, 2002 

SUM M ARY OF AUD IT RESULTS 

Financial Statem ents 

Type of auditor's report issued: disclaim er 
Intern al control over financial reporting: 

Material weakness(es) identified? Yes. 
Reportable condition(s) identified that are not considered to be material 
weakness(es)? Yes. 
Noncompliance m aterial to financial statem ents noted? Yes. 

Federal Aw ards 

Internal control over major programs: 
M aterial weakness(es) identified? Yes. 
Reportable condition(s) identified that are not considered to be material 
weakness(es)? Yes. 

Typ e of auditor's report issued on complian ce for major programs: 
Adolescent Center Halfway House - disclaim er 
Fam ily Success Institute - disclaim er 

Any audit fin dings disclosed that are required to be reported in accordan ce with section 

510(a) of Circular A-133? Yes. 

CFDA Num ber 
93.959 
93.959 

N am e of Federal Program  or Cluster 
A dolescent Center H alfw ay House 
Fam ily Success Institu te 

Dollar threshold used to distinguish betw een type A an d typ e B progr am s: $300,000 
Auditee qualified as low -risk auditee? No. 



P. YOUNGBLOOD, CPA 
R. HODGES, CPA 

Y O U N G BLO O D &  H O D G ES 
A  PROFESSIONAL A CCOUNTING C ORPORATION 

4700 LINE A VENUE 

P. O . BOX 5926 

SHREVEPORT, LOUISIANA 71135-5926 

M ANAGEM ENT LETTER 

(318) 869-1275 
FAX (318) 869-1278 

W e w ere engaged to audit the financial statem ents of the Council on Alcoholism  and Drug 
Abuse of N orthw est Louisiana, Inc. as of and for the year ended June 30, 2003, an d have issued 

our report thereon dated April 24, 2004. 

During the course of our engagem ent, w e becam e aw are of th e follow ing m atters which 
represent deviations fi-om  applicable laws an d regulations an d th e m aintenan ce of adequate 

internal controls. 

2003-1. Noncomplian ce with state law. 
Condition 
The Council on Alcoholism and Drug Abuse of Northwest Louisian a, Inc. failed to comply with 
sate law since the annual financial report was not subm itted to the Louisiana Legislative 

Auditor's Office on or before D ecem ber 31, 2003. 
Criteria 
State law (LA R.S. 24:513) provides a six-month period in which to submit the annual financial 
rep ort to the Office of th e Legislative Auditor. 
Cause 
The Council's accounting records were not m ade available for audit in sufficient tim e to 
com plete the audit by the statutory deadline due to the follow ing: 

* Dan Talley, th e Executive Director of the Council w as ill and had suffered deteriorating 

health. 
~ The Council's Board of Directors m ade a decision to keep M r. Talley in th e Executive 

Director's position in spite of his health problem s. M r. Talley had served th e Council for 
over 16 years with trem endous dedication to its purpose an d had been instrum ental in 

building the Coun cil to its present stature. 
~ The Chief Administrative Officer of the CounciI had to step in an d perform m any of the 

Executive Director duties that could not be perform ed by M r. Talley due to his health 
over the past year. The accounting function suffered from  the reduced am ount of tim e 

the CAO then had available to devote to her own job duties. 
~ M r. Talley's health took a turn for the worse during Decem ber 2003, and he died on 

Tuesday, Jan uary 20, 2004. 
Effect 
The Council is not in compliance with state law. 
Recom m endation 
An outside accounting firm  should be retained to assist the Council's accounting staff to bring 

the accounting records up-to-date. 
M ana~,em ent's resnonse 
See docum ent titled "M anagem ent's Response." 
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2003-2. Reconciliations of payroll expenses and related payroll liabilities were not 
perform ed. 

Condition 
Payroll records (including gross payroll and payroll-related liabilities) were not reconciled to the 
general ledger. 
Criteria 
Good internal control an d the m aintenan ce of adequate records require that gr oss payr oll an d 
payroll liabilities agree to the general ledger. 
Cause 
The Council converted payr oll system s during the fiscal year ended June 30, 2003. The 
conversion involved after-the-fact payr oll entry as w ell as current payroll data entry. 
Reconciliations of payr oll expenses an d liabilities were not perform ed by payr oll date. 
Effect 
The payr oll records available during our engagem ent did not perm it, nor did the tim e constraints 
of the engagem ent perm it, th e application of other auditing procedures to payr oll expenses 
incurred during th e year or to th e related payr oll liabilities accru ed at year end. 
Recom m endation 
Reconciliations of payroll expenses an d related payr oll liabilities should be perform ed by payr oll 
date. 
M ana~em ent's resoonse 
See docum ent titled "M anagem ent's Response 

2003-3. Cash accounts not re conciled on a m onthly basis. 
Condition 
Cash accounts w ere not reconciled to the general ledger on a m onthly basis. 
Criteria 
Good internal control an d the m aintenance of adequate records require that cash accounts be 
reconciled to the general ledger on a m onthly basis. 
Cause 
Cash accounts were not reconciled due to accounting personnel taking on additional 
responsibilities of the Council's Executive Director during his illness and subsequent death. 
Effect 
Accounting records were not reconciled in a tim ely m anner, resulting in an  environm ent that 
does not reduce to a relatively low level the risk that m isstatem ents in am ounts th at would be 
m aterial in relation to the financial statements m ay occur an d not be detected within a tim ely 
period by em ployees in the norm al course of perform ing their assigned functions. 
Recomm endation 
Cash accounts should be reconciled monthly upon receipt of bank statem ents by persons having 
no responsibilities related to check preparation and signing or preparation of bank deposits. 
M ana~em ent's resnonse 
See docum ent titled "M anagem ent's Response." 
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2003-4. Financial statem ents not prepared and reconciled on a m onthly basis. 
Condition 
Financial statem ents were not prepared and reconciled on a m onth ly basis. 
Criteria 
Good intern al control an d sound m an agem ent practice require th at reliable fin ancial statem ents 
be prepared m onth ly for review by th e governing board. 
Cause 
Financial statem ents were not prepar ed an d reconciled m onth ly due to accounting personnel 
taking on additional responsibilities the Council's Executive Director during his illness and 
subsequent death. 
Effect 
Accounting records not reconciled in a tim ely m anner resulting in an environm ent that does not 
reduce to a relatively low level th e risk that m isstatem ents in am ounts th at w ould be m aterial in 
relation to the finan cial statem ents m ay occur an d not be detected within a tim ely period by 
em ployees in the norm al course of performing their assigned fimctions. 
Recom m endation 
Financial statem ents should be prep ared an d reconciled on a m onthly basis as soon after each 
m onth end as possible, so that m em bers of th e govern ing boar d will be provided reliable 
financial inform ation for decision-m aking purposes. 
M anagem ent's response 
See docum ent titled "M anagem ent's Response." 

2003-5. Lack of segregation of duties with respect to the person making adjustments to the 
financial records. 

Condition 

Finan cial statement adjustments were made by persons whose other duties are incompatible with 
that activity. 
Criteria 
Good internal control requires the separation of incompatible duties to avoid one person having 
control of a transaction from inception to completion. 
Cause. 
In prior year s, the Executive Director of the Council played a key role in oversight and control of 
the accounting dep artm ent. Due to his poor health and extensive tim e away from work, his 
duties were reassign ed to the Chief Administrative Officer. 
Effect 
The system of checks and balan ces that had been in place in prior years was eliminated and 
resulted in the lack of segregation of accounting duties resulting in an environm ent that does not 
reduce to a relatively low level the risk th at m isstatem ents in am oun ts that would be m aterial in 
relation to the financial statem ents m ay occur  and not be detected within a tim eiy period by 
employees in th e norm al course of perform ing their assigned functions. 



Council on Alcoholism  and Drug Abuse of Northw est Louisiana, Inc 
M anagem ent Letter 
Page 4 

2003-5 Lack of segregation of duties with respect to the person making adjustments to the 
finan cial records. (Continued) 

Recom m endation 
The new Executive Director should re-establish the system of accounting checks and balances as 
soon as possible, by assigning incom patible duties to different personnel. 
M an a~em ent's response 
See docum ent titled "M anagem ent's Response." 

2003-6. Blank check stock is not stored in locked/secured cabinet and access to checks is 
not controlled; checks are not issued in sequential order; an d blank checks ar e 
signed an d left with accounting personnel. 

Condition 
Blank check storage and procedures followed in the check issuing process are not adequate to 
properly protect the Council from inaccurate accounting and/or the possibility of 
m isappropriation or fraud. In addition, while reviewing the bank statem ents for the year ending 

June 30, 2003, we noted that checks are frequently issued out of sequence. This is a major 
w eakness in the system  of controls over cash disbur sem ents because it can be virtually 
impossible to be certain all checks are accounted for at any given point in tim e. As such, th is 
practice m akes the reconciliation of checking accounts quite difficult and therefore th e bank 
reconciliations m ay be com pletely unreliable. Our  testin g revealed in stan ces where blank checks 
w ere periodically sign ed in advance when employees w ere sent to purchase item s on behalf of 
the Council at m erchants where th e Council di d not have char ge accounts established. W hile this 
practice serves as a convenience for th e Coun cil and its em ployees, it greatly weak ens th e 
intern al control. 
Criteria 
Good internal control requires that all pre-numbered docum ents, particularly blank checks, be 
secur ed, issued sequentially, periodically accounted for, and that docum ents never be signed in 
blank. In addition, personnel who have record-keeping responsibility should not issue checks. 
Cause 
The Council does not have a form al policy addressing th ese issues. 
Effect 
This situation creates th e possibility that a sign ed, blank check could be tak en by an  unauth orized 
individual an d th en executed an d presented for paym ent, opening th e door for fraud, 
m isappropriation, or m istak es. It also threatens the reliability of bank reconciliations. 
Recom m endation 
Blank check stock should be kept in a locked box or cabinet accessible only to those with proper 
authorization, issued in sequence, which sequence should be accoun ted for periodically. In 
addition, blank cheeks should never be sign ed and left with accounting personnel for later use. 
W e strongly recomm end that as soon as possible, a process be im plem ented whereby th e 
organization prepares a com plete listing of all checks outstanding for reconciliation purposes. 
M ana~em ent's resoonse 
See docum ent titled "M anagem ent's Response 
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2003-7. The Council's check signature policies have not been followed. 
Condition 
Four instan ces of violation of the Council's check signing policy w ere noted in our review of 
subsequent events; i.e., checks in amoun ts greater than  $I0,000 did not contain two sign atures as 
required by policy. 
Criteria 
Controls established by the Coun cil require that cash disbursements in excess of $ I0,000 require 
two signatures. 
Cause 
A relatively few number of checks issued by the Council are in excess of $10,000. As a result, 
the requirem ent to obtain two sign atures on checks greater than this am ount appear s to have been 
overlooked. 
Effect 
Failing to adhere to policy opens th e door for fraud, m isappropriation, or m istakes. 
Recom m endation 
Checks to be issued should be reviewed and advan ce notice given to th e Executive Director 
when the am ount of the check is $10,000 or gr eater an d an  additional sign atur e will be required. 
It m ay also be helpful to have checks printed with the fact th at two sign atures are required if the 
am ount exceeds $10,000. 

See docum ent titled "M an agem ent's Response. 

2003-8. Payroll taxes not paid tim ely and payroll reports not filed tim ely. 
Condition 
During th e fiscal year ended June 30, 2003, as well as in th e subsequent period, payroll tax  
deposits were not m ade tim ely, nor were quarterly payroll tax  returns filed tim ely with the 
federal an d state governm ents. 
Criteria 
Federal and state laws require th at payr oll taxes be deposited with financial institutions or 
otherwise rem itted to the taxing authorities in a prescribed fashion, and that quarterly return s be 
filed no later th an  the last day of the m onth following the end of a calendar quarter. 
Cause 
Cash flow problem s an d the lack of established priorities for paym ent of the Coun cil's 
obligations are th e appar ent causes. 
Effect 
Recurring periods of unpaid payr oll taxes have resulted in additional costs to th e Council such as 
interest an d penalties. Failur e to place priority on the timely reporting an d paym ent of payr oll 
tax es and oth er withholdings could result in potential liability to the Council an d its personnel. 
Recom m endation 
In periods of tight cash positions, the Coun cil should carefully prioritize the paym ent of its 
obligations to ensure that it fulfills its fiduciary obligation to rem it payr oll taxes and other 
withholding am ounts on behalf of its employees. 
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2003-8. Payroll taxes not paid timely an d payroll reports not flied timely. (Continued) 

See docum ent titled "M anagem ent's Response." 

2003-9. General ledger distribution codes were not readily available for application of 
audit procedures. 

Condition 
Cancelled invoices do not contain general ledger distribution coding for tracing expense am ounts 
to general ledger an d program  codes as posted at tim e of entry into the accounting software. 
Deposit records do not contain general ledger distribution coding for tracing incom e am ounts to 
general ledger an d program  codes as posted at tim e of entry into the accoun ting software. 
Criteria 
Good internal control and th e m aintenance of adequate records require that general ledger 
distribution codes be readily available to provide an adequate audit trail and reduce the 
possibility of m iscoding. 
Cause 
Cancelled invoices and deposit records ar e not m arked with  the general ledger coding and 
program  coding at the tim e of processing. 
Effect 
The omission of general ledger and program  codes on can celled invoices an d deposit records 
results in an  incom plete accoun ting record of th e tran sactions. 
Recom m endation 
General ledger an d program  codes should be docum ented when processing invoices an d deposit 
records. Such docum entation of coding could be accom plished by printing tran saction reports 
an d attaching th em  to th e can celled invoice or to the deposit records as  applicable. 
M an agem ent's resoonse 
See docum ent titled "M anagem ent's Response." 

2003-10. Accoun ting records are not filed in a consistent m anner. 
Condition 
Accounting records were not filed in a consistent m anner, which created a situation in which 
preparation of tim ely finan cial inform ation was not possible. 
Criteria 
Good internal control an d the m aintenance of adequate records require that supporting 
docum ents be stored in a m anner that will facilitate their retrieval by accounting personnel as 
w ell as independent auditors. 
Cause 
Accounting records w ere not filed in a consistent m anner. 
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2003-10. Accounting records are not filed in a consistent manner. (Continued) 
Effect 
The m isfiling of accoun ting records results in  an environm ent that does not reduce to a relatively 
low level the risk th at m isstatem ents in am ounts th at w ould be m aterial in relation to the 
financial statem ents m ay occur an d not be detected within a tim ely period by employees in the 
norm al course of perform ing their assigned functions. 
Recom m endation 
All accoun ting records should be filed in a tim ely and consistent m anner. Specifically, vendor 
invoices should be filed in alphabetical order. Each vendor should have its own file and all 
invoices for that ven dor should be contained in that file for the year. W here applicable, invoices 
should be m atched to vendor statem ents and reconciled prior to paym ent. If an  invoice has to be 
provided to the State with its billing, a copy of that invoice should be attached to the state billing, 
but the original vendor invoice should always rem ain with th e paid vendor file. Cancelled 
invoices should contain all necessary inform ation for vouchin g, i.e., check num ber, check date, 
general ledger coding, program  coding for tracing to th e detail accoun ting records, an d, if the 
invoice is to be included in a state billing, the contract num ber  an d billing m onth. The state and 
other contract billings should be filed by contract number an d copies of all necessary support for 
the billin g should be attached and indexed. 
M anagem ent's response 
See docum ent titled "M an agem ent's Response." 

Sum m ary 
During the course of our engagem ent, we noted that there w as a certain lack of review and 
reconciliation in m any areas of th e accounting fun ction. Accounting tasks such as m onthly 
reconciliations, cross checks, and review s play a key role in proving th e accuracy of accounting 
data and financial inform ation that comprise interim  and year -end financial statem ents. W e 
strongly suggest that the Council establish effective review an d reconciliation policies an d 
procedures as  a custom ary part of the accoun tin g process. 

W e recomm end th at m an agem ent and th e Board of D irectors of th e Coun cil address the 
foregoing issues as an  improvem ent to operations an d to th e adm inistration of the Coun cil's 

program s. 

YOUN GBLOOD & HODGES 
A Professional Accounting Corporation 

Thom as P. Youngblood, CPA 

G:kAUDITS\Council on LeRer.do~ 
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M r. Thom as P. Youngblood, CPA 
Youngblood & Hodges 
A Professional Accounting Corporation 
4700 Line Avenue 
Shreveport, LOuisiana 71106 

I I 
A LCO H O LISM  
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RE: Council on A lcoholism and Drug Abuse of Northwest Louisiana, Inc 
Audit for the year ended June 30, 2003 

Dear M r. Youngblood: 

Please accept this letter as our response and plan  of corrective action with respect to the 
findings an d internal control comments m ade in your recently completed report on the 
financial statem ents of th e Council on Alcoholism an d Drug Abuse of N orthwest 

Louisian a, Inc. (the "Council"). 

Schedule of C om pliance Findings For the Y ear Ended June 30, 2003: 

You correctly noted that th e Council failed to com ply wi th  Louisiana State Audit Law by 
failing to tran sm it it's audited financial statem ents and related reports to th e Legislative 
Auditor of the State of Louisian a by the Decem ber 3 I, 2003 statutory deadlin e. W hile 
we agree with all of the reasons you set forth in the letter, we also believe th at your firm 's 
staffi ng arran gem ents contributed to, but were not th e prim ary cause of the delinquency. 
Additionally, as you ar e aware, the past two year s we have been in the process of 
finalizing th e conversion of our accounting records to a new data processing system . 

The primary causes for the delinquent filings have now been resolved. Our  management 
team was completed with the hiring of a new Executive Director on April 22, 2004. He 
will be able to relieve the Coun cil's Chief Adm inistrative Offi cer of m any of the duties 
with which she has been burdened over the past tw o years, an d we have undertaken a 
review of the entire accounting function to be certain we have the proper staffing, which 
was recently increased, for the futur e. 

W e also expect th at th e com pletion of th is audit will free current accounting personnel to 
concentrate on current business, including m aking certain cash is reconciled an d the 
general ledger is posted on a current bas is. W hile we welcome our annual audit for the 
practical suggestions that ar ise from  th e audit process, we, as well as you, recognize that 
assistance provided to the auditors takes tim e away from  m ore routine duties. 

Taken together, w e expect the preceding actions to address and correct th e problem s that 
lead to the late issuance of this year's audit. 



Schedule of Reportable Conditions and M aterial W eaknesses Year Ended June 30, 2003: 

There is no doubt the Council's accounting system has suffered over the past two years. The 
illness and death of Dan Talley an d th e events surrounding our conversion to a new accounting 
system have com bined to place a great strain on our Chief Adm inistrative Offi cer, which has  
caused deterioration in the accounting function. 

Our specific com m ents regarding the perceived weaknesses in our system follows 

1. W e agree that payroll expense and the related liabilities have not been reconciled 
to the genera l ledger on a tim ely basis. This condition will be rectified imm ediately. 
2. W e agree th at cash accoun ts have not been reconciled m onthly. This condition 
will be rectified imm ediately. 
3. W e agree that monthly finan cial statements have not been prepared or reconciled 
to subsidiary records on a timely basis~ This condition wi ll be rectified imm ediately. 
4. W e agr ee there has  been a lack of segregation of duties. Th is will be rectified 
now that an  executive director has been hired. 
5. Regarding security and policies governing th e control of checks: 

a. W e agree th at blank check stock has not been stored in a locked/secur ed 
cabinet. W hen this was  brought to our  attention, arrangem ents were 
im m ediately m ade to begin storing blank stock in a secur e area. 
b. Our policy is to issue checks in sequential order. Occas ionally, prim arily 
dur ing payroll processing, a check will be issued out of num erical sequence 
because of the need for m ore than  one person to utilize th e check stock. W e 
wi ll contact the vendor of our  software to determ ine if th ere is a way we can 
m inim ize the out of sequence issuan ce of checks in the futur e. 
c. The checks to which th is comm ent refers ar e checks that are issued wi th  
the payee's name on them as well as the signatur e of a director. Th is is done 
to allow the var ious program s to purchase item s of food an d other supplies for 
their program . Th e procedures surrounding these checks require the person 
who is m aking th e pur chase to bring the supplies an d the receipt for th e 
supplies back to the progr am  offices. A second employee checks th e item s in 
against th e receipt and both  employees sign th e back of the receipt. Th e 
receipt must then be delivered to accounting wi thin 24 hours. W e believe 
th ese transactions are well controlled an d do not require further safeguar d. 

6. W e agree the instances noted where there were checks over $I0,000 wi th only 
one signature ar e violations of our  policy. All personnel responsible for signing 
an d/or issuing checks will be informed of the policy to avoid fu tur e errors. 
7. W e agr ee payroll taxes are not always filed on a tim ely basis, nor ar e payr oll tax  
returns. Recent funding diffi culties have contributed to these problem s, which are 
expected to be rem edied through th e disposal of a rental property in the near fu ture. 
8. W e do not believe internal accounting control principles require th at an invoice 
contain the general ledger coding or program coding. Likewi se, we do not believe 
such principles require th e coding on deposit slips of program  an d general ledger 
inform ation. Our system allows for th e tracing of all necessary inform ation from  the 
start to the finish of a tran saction. As long as  the audit trail is m aintained, we believe 
the appropriate procedures are being followed. W e will investigate the feasibility of 



m aking changes requested, but we do not believe this to be a reportable condition or a 
m aterial weakness. 
9. W e disagree with the assertion th at accounting records are not filed in a 
consistent manner. W ith the exception of two invoices that were diffi cult to locate, 
all inform ation requested by th e auditors was readily available. It is not our 
responsibility to develop a filing system that m akes the pulling of inf orm ation for the 
auditors easy as long as we consistently file in th e sam e m anner and it is an a m anner 
th at facilitates the duties of accounting personnel. 

W e agree with the assertion th at item s 1-4 and 6 are m aterial w eaknesses. W e do not 
believe item  5 to be a m aterial weakness. 

M anagem ent Letter: 

Item 2003-1 

You correctly noted that the Coun cil failed to com ply with  Louisiana State Audit Law by falling 
to transm it it's audited financial statem ents an d related reports to th e Legislative Auditor of the 
State of Louisiana by the December 31, 2003 statutory deadline. W hile we agree with all of the 
reasons you set forth in the letter, we also believe th at your firm 's staffi ng arran gem ents 
contributed to th e delinquency. Additionally, as you are aware, the past two years w e have been 
in the process of finalizing the conversion of our accounting records to a new data processing 
system . 

The prim ary causes for the delinquent filings have now been resolved. Our  m an agem ent team  
was com pleted with the hiring of a new Executive Director on April 22, 2004. He wi ll be able to 
relieve th e Council's Chief Adm inistrative Offi cer of m any of the duties wi th whi ch she has  been 
burdened over the past two year s, an d we have undertak en a review of th e entire accounting 
function to be certain we have the proper staffing, which was recently increased, for the future. 

W e do not believe that the retention of an  outside firm will be necessary to allow us to bring our  
accounting records up-to-date. The vast majority of the work required for the proper completion 
of the accounting records is complete wi th respect to transactional item s. The balancing 
procedur es necessary to verify an d support finan cial statement balan ces can  be accomplished by 
present staff now that the Executive Director wi ll take over th e executive duties previously 
perform ed by th e Chief Administrative Offi cer. Notwi thstan ding this perception, as we 
previously stated, we will be assessing the staffi ng of the accounting department in th e next 30 
days and will m ak e chan ges as deem ed necessary. 

W e also expect that th e completion of thi s audit will free current accoun ting personn el to 
concentrate on current business, including m aking certain cash is reconciled an d th e general 
ledger is posted on a current bas is. W hile we welcom e our annual audit for th e practical 
suggestions th at arise from the audit process, we, as well as you, recognize that assistance 
provided to th e auditors tak es time away from more routine duties. 

Taken together, we expect the preceding actions to address an d correct the problem s that lead to 
the late issuance of this year 's audit. 



Item  2003-2 

W e concur with the fact that th e payroll records were not fully reconciled to the general ledger; 
however, the difference noted by your firm of approximately $17,000 should actually be 
approximately $2,000 after properly accounting for cafeteria plan deductions. The fact remains 
that th e records did not balance and th e reasons for the differences are accurately portrayed. This 
situation will be rectified im mediately. 

Item 2003-3 

W e concur wi th  the fact th at cash accounts were not reconciled on a m onthly basis. This 
situation wi ll be rectified im mediately. 

W e agree that the Council's financial statem ents were not tim ely prepared or reconciled to the 
underlying records. This situ ation wi ll be rectified im m ediately. 

Item  2003-5 

W e agree th at there has been a lack of segregation of duties with  respect to the initiation, 
approval and accounting functions in th e Council. Th is situation will be rectified im m ediately 

Item  2003-6 

W e agree that control over blank check stock has been lacking an d have now taken steps to 
rectify this weakness. W e also agree that checks have been issued out of sequence, primarily due 
to the logistical requirem ents of th e present accounting softwar e. W e do not, however, agr ee 
with the contention that th is of itself creates a condition where bank reconciliations m ay be 
completely unreliable. W e keep control of all checks an d, at any given tim e, we can readily 

determ ine the checks still unused. We can also determ !ne the issuance date of any checks issued 
out of sequence. W hile this m ay complicate th e reconciliation process, it does not negate its 
reliability. 

W e agree th at the criteria m entioned in your letter are, in fact, proper controls; however, we 
disagree with the characterization of the cause of these conditions an d the im plication that 
personnel are being given carte blan che when a check is issued for them  to acquire certain item s 
at local stores. The fact is the Council an d the program s it operates are required to be good 
stewards of both public an d private funds entrusted to it. W ith this in mind, we are constan tly 
reviewing the cost of supplies at var ious local stores in order to obtain th e best price available for 
item s not purchased from our bulk suppliers. W e believe that the procedur es in place governing 
the purchase of item s with such checks, along wi th  the fact th at th e payee is filled in prior to 
personn el receiving th e check adequately safeguar d Council as sets. 

The Council does not have form al written policies regarding som e of these m atters, but it does 
have a long-standing history of transacting business in the m anner described in this comm ent. 

W e believe, the proximate cause of the majority of comm ents in this item relate to Dan Talley's 
illness necessitating the Chief Adm inistrative Officer's involvem ent in executive decision- 



m aking, which was further exacerbated by financial difficulties that precluded hiring additional 
accounting personnel. 

W e will review our cash and banking procedures and m ak e th e appropriate changes as fim ding 
perm its. 

Item  2003-7 

W e concur with  this com m ent and will take im m ediate steps to m ak e sur e all checks in  excess of 
$10,000 evidence two authorized signatures. 

Item  2003-8 

W e agree with  this com m ent and will take steps to correct the situation. W e believe th e hiring of 
an  executive director an d the proposed sale of a rental property will provide both the time and 
cash to clear up both m atters. 

Item  2003-9 or 10 

W e do not believe th e accoun tin g records have been im properly filed or inconsistently filed. 
W ith  th e exception of coding item s on the invoice to facilitate trackin g th e charges through the 
general ledger, we believe the recomm endations included in this comm ent were an d are m et by 
our cur rent system . W ith respect to coding issues, we do not believe there is a requirem ent in 
generally accepted accounting principles or stan dar d business practice that such inform ation be 
included on th e invoice. The prim ary test is th e m aintenan ce of an  adequate audit trail. W e 
believe we have m et th at requirem ent with  th e current system . Nevertheless, we wi ll review all 
recomm endatons and implem ent all feasible suggestions. 

W e concur wi th th e statem ents included in the Sum mary section of your letter 

W e believe th at we have fully an d accurately responded to all of your  comm ents regar ding th e 
internal controls of the Coun cil. W e appreciate the work perform ed by your  staff and its 
comm itment to issuing your  report by April 30, 2004. If you need an y further inform ation, 


