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Hawthorn, Waymoulh & Carroll, L.L.P 8555 United Plaza Boulevard, Suite 200 Baton Rouge, LA 70809 Gemlemen 

Citizens ,, Baton Rouge 
February 12, 1998 

This is in response to the memo dated February 9, 1998, we jointly received from the Legislative. Auditor regarding file timely submission of Tile Arc Baton Rouge audit. To the best ot my understanding, the delay was due to complications resulting from new fedeza audit requirementscoupled with nmltiple deadlines for financial information and reports. Steps have bec undertaken on OUl part to alleviate these deadlines. 1 trust that this will fulfill the request for flJrther explanation. However, please feel free to call on me should you have all), additional questions. 

BAM/nw Executive Director 

17 8326 Kelwood Avenue., Baton Rouge, Louisiana 70806 ~ (504) 927-0~755 / FAX (504) 924-3935 A United way Agency 



H. DANIEL CAFIROLL, CRA ROBER~ E W~LES. C PA CARL L HANC3CK, C RA J CHARLES PARKER, C R A LOUIS C McKI'JIGH I, III, [S P A ANTHONY J CRISTINA, IFI, C PA CHARLES R P~!VEy, JR, C F!A DAVID d BROLISSARD C P~ A 

HAWTHORN, WAYMOUTH ~' CARROLL, L.L.P. 

CERTIFIED PUBLIC ACCOUNTANTS 8555 UNITE[) PLAZA BLVD. BATON ROUGE, LOUISIANA 70809 [5041 923-3Q(X) ~ FAX (504) 923-3008 January 30, 1998 Report on Compliance and on Inlernal Control over Financial Reporting based on an Audit of Financial Statements Performed In Accordance With Government Auditint, Standard 
Board of Directors Association for Retarded Citizens - Baton Rouge Baton Rouge, Louisiana 
Gentlemen 

ROBERT B HAWlHORN [ r (1B961977) JOHN F WAYMOUIH C f [, {flOO2 10071 HOWARD V CARROLl (; ~ z [19o9 1993) WARR~tl C 8ER C ~Z RET)RED ROBERT J ZERNOrl c f ,* RETIREE) 

We have audited the financial statements of the Association for Reta:rded Citizens - Baton Rouge (ARC) as of and for the. year ended June 30, 1997, and have issued our report thereon dated January 30, 1998. We conducted our audit in accordance with generally accepted anditing standards and the standards applicable Io financial audits contained in Government Auditin_g_.Standard~, issued by the Comptroller General of the United States. Compliance As pait of obtaining reasonable assurance about whether the ARC's financial statements are flee of material misstatement, we performed tests of its compliance with certain provisions of laws, regulations, contracts and grants, noncompliance with which could have a direct and material effect on the determination of financial sUltement amounts. However, providing an opinion on compliance with those provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The results of our tests disclosed an instance of noncompliance that is required to be reported under Government Auditing Standards as described in the following paragraph The audit report is being submitted more than six months after year end as required by state lau The report was delayed because of untimely scheduling between this organization and the firm. 
In planning and performing our audit, we considered the ARC'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 assurance 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 over financial reporting 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 



Association for Retarded Citizens - Baton Rouge Notes to Financial Statements June 30, 1997 Note 5-Investments (Continued) Investment income flom cash equivalents and investments is comprised of the following for the )'ear ended June 30, 1997. Temporarily ].lnrestricted Res t.r_k,~t ed Total Dividends and interest $42,319 Net unrealized gains (loss) Total 42.319 Note 6-Note Receivable 
$17,183 ..L_4_~1 $59,502 1.481 60.98__.__~3 

The Association sold facilities at Wayne Drive for $57,000 in 1995 and is financing the sale. Terms are monthly instalhncnts of $500, plus 9% interest per annum maturing January, 2016. 
Note 7-Property and Equipment A summary of property and equipment at June 30, 1997 and June 30, 1996, is as follows 
Buildings Furniture and equipment Drapery and carpets Leasehold improvements 
Less depreciation to date 
Land 

Note 8-Temporarily Restricted Net Assets 

$1,355,617 702,403 13,599 5.631 2,077,250 1.354.940 722,310 219.997 

$1,359,311 699,510 13,599 5.631 21,078,051 1..269.922 808,129 _. 219.997 
Temporarily restricted net assets are available for the following specific program services 

Building fund $418,149 $399,485 Note 9-Letter of Credit Agreement The Organization has entered into a standby letter of credit agreemenl with a financial institution for $65,000 at an interest rate of 11.5%. As of June 30, 1997, no funds have been drawn on the letter of credit. 



Association for Retarded Citizens - Baton Rouge Notes to Financial Statements June 30, 1997 Note 4-Pension Plan (Continued) 
D Amount of Rc_tirc~m.~nt Income (Continued) defined to be service as a participant under any plan of the employer after meeting the eligibility requirement, Service prior to an employee's emollment date shall be excluded for any employee who failed to becorne a participant when first eligible. E If a participant terminates his employment with three years of service he will receive retirement income, beginning at age 65, or earlier retirement date, if elected, based on his years of service and compensation prior to his termination of employment. F. Employee Co_n_~.butions Employees are not required to contribute toward the cost of the pension plan G. Normal RetiremA;nt Date Participants may retire on the first day of the month coincident with or next following their 65th birthday. 
Participants may retire between ages 55 and 65. The benefit is reduced 1/15 for each of the five years prior to the normal retirement date and 1/30 for each of the next five years. In addition to pension benefits, the entity provides employees an opportunity to participate in a defe, rred compensation plan offered through Mutual of America. The entity does not guarantee those benefits. This plan is between Mutual of America and the employee and the entity serves only in an agency capacity. Note 5-1nvestments Investments in certificates of deposits are stated at cost and other investments are stated at market value as quoted by national publications. At June 30, 1997 and 1996, investments are as follows: 1997 1996 Unrestricted Investments in certificates of deposit with maturities from six months to four years and interest rates from 5% to 6.75% Temporarily R ff.tr_i.O e d Investments in certificates of deposit with maturities from six months to two years and interest rates from 4.5% to 6.85%. Federal Itorne Loan Mortgage Corp. wilh a yield of 7% 100,000 190,000 

51.657 50.176 151.657 



Association for Retarded Citizens - Baton Rouge Notes to Financial Statements June 30, 1997 
Note 4-Pension Plan (Continued) Net pension cost for the year ended June 30, 1997, includes the following components Service cost -- benefits earned during the period Interest cost on projected benefit obligation Actual return oi1 plan assets Net amortization and deferral 

$112,220 84,496 (76,893) (30.345) 
The weighted-average discount rate and rate of increase in future compensation levels, used in determining the actuarial present value of the projected benefit obligation, was 7.5 percent in 1997 and 1996. The expected long-term rate of return on assets was 7.5 percent. B. Actuarial Methods and Assumt>tions 

C 

Retirement and death benefits Disability annuity credits Assumptions Retirement age 
Mortality rates before retirement 
Interest rate Pre-retirement expense loading Pre-retirement expense loading Social Security wage base increase Cost of living supplement increase 

Aggregate cost method One year term cost 
Age 65. For employees over 65, immediate retirement is assumed 1983 Group Annuity Mortality Table projected to 1988 by scale H and set back four years for both males and females 7.50 percent per year, net after fund charge Annual estimated admirfistrative charge 2.5 % of estimated cost of annuity 6% per year 4% per year 

Former participants of any plan of Mutual of America are eligible inunediately if over age 21. If not a former participant, eligible after 1 year of service and attainment of age 21. D. Amount of Retirement Income The amount of yearly income at age 65 equals 1.0 percent of the final average salary times credited service (no maximum), plus 3/4 percent of any excess of the final average salary over the social security average years wage times credited service (maximum 25 years) offset by all annuities accrued under an)' prior plan underwritten by Mutual of America. Credited Service (years and 1/12ths) is 



Association for Retarded Citizens - Baton Rouge Notes to Financial Statements June 30, 1997 
Note 3-Designated Unrestricted Net Assets Unrestricted net assets at June 30, 1997 and June 30, 1996 have been designated for the following purposes: 19_9.7 1996 

Note 4-Pension Plan 
Metro Enterprises Early Intervention Program Respite care $4,623 3,045 492 8.16~ 

$4,623 3,045 497 8.16____55 
The Association has a pension plan which covers substantially all of its employees who meet eligibility requirements. Benefits under the plan are generally based on the employee's compensation during the highest five consecutive calendar years' salary during the last ten completed calendar years of service before retirement. The pension plan is funded in accordance with the requirements of the Employee Retirement Income Security Act of 1974. Pen,~ion expense was $109,019 for the year ended June 30, 1997 and $83,975 for the year ended June 30, 1996. The following information is presented as of June 30, 1997. 199_7 1996 Number of participanls: Active under age 65 Terminated vested TO~I 106 ___42. 89 45 134 
The following table: sets forth the plan's funding status and the amounts recognized in the Company's statement of financial position at June 30, 199"1 as prepared by Mutual of America in accordance with FASB Statement No. 87. A. Actuarial present value of benefit obligations: Accumulated benefit obligation, including vested benefits of $704,603 Projected benefit obligation for service rendered to date 
Plan assets at fair value, primarily listed stocks and U. S. Bonds Plan assets in excess of projected benefit obligation 
Unrecognized net gain from past experience difference from that assumed and effects of changes in assumptions 
Unrecognized net obligation at January t, 1986 being recognized over 15 years Prepaid pension cost included in prepaid expenses 

$1,205,257 1.521.295 316.038 
(22,578) 14,99_~ 308.4 ~,~ 



Association for Retarded Citizens - Baton Rouge Notes to Financial Statements June 30, 1997 Note 2-Significant Accounting Policies (Continued) E. Concentration of Credit Risk Credit receivables have significant concentrations of credit risk in the governmental sector in the Baton Rouge, Louisiana area. At June 30, 1997 and June 3(I, 1996, the portion of these receivables related to this sector was approximately 80% and 87% respectively. 
Inventory is stated al the lower of cost or market using the first-in, first-out method 
Fixed assets are recorded at cost and depreciated using the straight-line method over their estimated useful lives. H. Retirement Plarl The retirement plan is a defined benefit plan which covers substantially all full-time employees I. Income Taxes The Association is exempt from income taxes under section 501(c)(3) of the Internal Revenue Code and is not classified as a private foundation. J. Grant Contract~ The Association depends significantly on grant contract reimbursements to carry out its program activities. This revenue is disclosed as program revenue on the statement of support, revenue and expenses. Grant revenue is recorded as related expenses are incurred, and the reimbursement requests are submitted to the grantor agency. K. Functional Expcdlses The Association allocates functional expenses primarily by specific identification of program expenses which include salaries of personnel assigned to specific programs. However, certain administralive salaries and related expenses and other general expenses are allocated using percentages which are adjusted annually. These percentages coincide with grant agreements and budgets. L. Use of Estimat~ The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of the fmancial statements and the reported amounts of revenue and expenses during the reporting period. Actual results could differ from tho~;e estimates. M. Reclassificatio~ Certain reclassifications have been made to the 1996 financial statements to conform with the 1997 financial statement presentation. 



Association for Retarded Citizens - Baton Rouge Notes to Financial Statements June 30, 1997 
Note 1-Nature of Organization The Association for Retarded Citizens (ARC) of Baton Rouge is a not-for-profit organization which promotes, develops, monitors, supports and directly provides services to improve the well being of people with disabilities and their families from East Baton Rouge and surrounding parishes. Funding to provide these services and programs are from Capital United Way Agency and various federal and state contracts and grants. 
Note 2-Significant Accounting Policies A. Cash and Cash Eouivalents For the purpose of statement of financial position presentation, cash equivalents are considered to be highly liquid investments with maturities of three months or less. At various times during the year cash and cash equivalents on deposit with one banking institution exceeded the $100,000 insured by the Federal Deposit Insurance Corporation. Management monitors the fimmcial condition of the financial institution on a regular basis, along with their balances in cash and cash equivalents to minimize this potential risk. B. Investments Investments ill equity securities with readily determinable fair values and all investments in debt securities are measured at fair value in the statement of financial position. 
Contributions received and unconditional promises to give are measured at their fair values and are reported as an increase in net assets. The Association reports gifts of cash and other assets as restricted support if they are received with donor stipulations that limit the use of the donated assets, or if the;,' are designated as support for future periods. When a donor restriction expires, that is, when a stipulated time restriction ends or purpose restriction is accomplished, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activity as net assets released from restrictions. Donor-restricted contributions whose restrictions are met in the same reporting period are reported as unrestricted support. The Association reports gifts of goods and equipment as unrestricted support unless explicit donor stipulations specify how the donated assets must be used. Gifts of long-lived assets with exphcit restrictions that specify how the assets are to be used and gifts of cash or other assets that must be used to acquire long-lived assets are reported as restricted support. Absent explicit donor stipulations about how long those long-lived assets must be maintained, the Association reports expirations of donor restrictions when the donated or acquired long-lived assets are placed m service. Expenses are recorded when incurred in accordance with the accrual basis of accounting D. Uncollectible Revenue The Association considers accounts receivable to be fully collectible; accordingly, no allowance for doubtful accounts is required. If amounts become uncollectible, they will lxr charged to operations when that determination is made. 



 

Core Corn- Com- munity Emer- munity Life _ gency S.gl:vice $12,296 941 960 665 1 

$43,136 

($4) 171 617 1.168 
23 
301 77 
59 
,915 25 238 301 (200) 

Community and Total Residential Program Services Services ASsociation $2,488,562 294,651 196,283 109,019 141,749 27,772 82,906 10,380 71,208 67,471 17,685 23,671 
13,623 34,843 25.325 
17,154 63,825 19,448 18,342 3,101 
48,823 

$20,624 1,821 

Manage- men!, General and 1997 1996 Other_ Totals Totals 

25 332 $445 

$2,509,186 296,472 196,283 109,019 141,749 27,772 82,906 10,380 71,208 67,471 17,685 23,671 13,623 
34,843 25,325 17,154 
63,825 19,473 19,119 3,101 
48,823 7,059 7,059 90.84~ 90.846 

$2,322,912 234,407 231,019 83.975 121,512 25,543 81.612 10,080 75,(K)9 53.696 16,710 26,607 
8,760 32,256 22.376 
20,851 55,599 17,288 14,194 5,527 491 65.555 358 89.811 



Salaries Payroll taxes Employee health Retirement plan Professional services Program supplies Contract supplies Rent expenses Utilities Maintenance and repairs Insurance Vehicle expenses Equipment rental and maintenance 

Association for Retarded Citizens - Baton Rouge Statements of Functional Expenses Years Ended June 30, 1997 and June 30, 1996 
Metro Louisiana Metro Enterprises Early Respite Vocational Car~er Enterprises Rehabil- Intervention C~tre Services Development _~Businei~ __ilalimL _program_ Progr_~.as Elage, m.e~ Center 

Program transportation Office supplies and expenses Dues, subscriptions a~d publications Travel, conferences and meetings Telephone Other expenses Small equipment Interest expense Assistan~ze to individuals Building expenses Depreciation 

$405,924 58,163 8,975 11,376 3,130 247 82,895 15,145 29,060 1,657 16,522 
3,635 3,408 2,774 
1,421 2,991 4,763 667 

$577,378 54,156 57,609 30,195 9,999 3,114 11 
25,391 18,245 9,221 2,882 3,967 34,843 4,939 
4,360 6,223 3,699 3,933 126 

$521,334 46,447 38,971 25,821 113,119 5,850 
12,671 7,368 3,888 
2,036 
7,319 3,766 31,507 4,507 5,548 790 5,508 

$632,063 104,448 61,165 23,092 12,426 15,408 
6,180 6,501 7,703 1,358 4,267 
2,618 5,715 
3,791 
2,686 4,045 2,596 1,189 

$165,901 14,749 14,478 9,002 1,100 1,221 
6,941 3,961 1,141 

1,182 3,149 2,914 494 6 

$173,666 15,751 13,954 8,868 1,357 764 4,200 4,559 1,111 420 
458 
2,201 1.222 
6,924 1,267 770 52 379 

N22~ ~0_~2,9 .~ ~;s6.aAN 907.221, ~ 2)7.923 

The accompanying notes are an integral part of these statements 
8 



Association of Retarded Citizens - Baton Rouge Statements of Cash Flows Years Ended June 30, 1997 and June 30, 1996 

Cash tlows From Operating Activities Increase (decrease) in net assets Adjustments to reconcile change in net assets to net cash provided by operating activities Depreciation Loss of property junked Changes in operating assets and liabilities (Increase) decrease in accounts receivable (Increase) decrease in accrued interest receivable (Increase) decrease in inventory (increase) decrease in prepaid expenses Increase (decrease) in accounts payable Increase (decrease) in accrued expenses 
Cash Flows From Investing Activities Pmchase of property and equipment, net 

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

($156,797) ($47,559) 
90,846 89,811 532 127,014 (1,753) 3,165 (43,763) (22,325) (15.592) 

55,341 558 (4,266) (14,563) 17,099 104.141 
(5.558) (31.146) t5.558~ ~lA_4f~ 
(16,481) 1,084 
(15.397) (39,628) 137.272 
97.644 

The accompanying notes are an integral part of these statements 
7 



Association of Retarded Citizens - Baton Rouge Statements of Activities Years Ended June 30, 1997 and June 30, 1996 
Expenses Program services Metro Enterprises - Business Metro Enterprises - Rehabilitation Early Intervention Programs Respite Care Programs Vocation Services - Job Placement Louisiana Career Development Center Community ]Life Emergency Core Community Services Total Droffranl service 
Supporting services Management, general and other expenses Conmmnity and Residential Services Association Total surmrtinu service 
Total expedl:ses Increase (Decrease) in Unrestricted Net Assets Changes in Temporarily Restricted Net Assets Interest income Appreciation (depreciation) of investments 

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

1997 1996 
$652,753 850,291 836,450 907,221 228,513 237,923 14,863 43,136 4.691 

$618,294 830,693 796,8~ 750,963 455.834 
7.285 

3.775.841 3.459.933 
98,350 22.802 156.215 121.152 156.21fi 3.896.993 3.616.148 
(175.461) (60.221) 
17,183 1.481 14,415 (1.753j 
(156,797) (47,559) 
2.767.281 2.814.840 2.610.484 2.767.281 

The accompanying notes are an integral part of these statements 
6 



Association for Retarded Citizens - Baton Rouge Statements of Activities Years Ended June 30, 1997 and June 30, 1996 
Changes ill Unrestricted Net Assets Revenue United Way Contributions Membership Total rcvc_ra~e 
Program revenue Office of Mental Retardation Medicaid Office of Community Services Residential facilities Department of Education Job Training Partnership Act Program services fee and other revenue 
Total nropr'am revenue Other revenue Sales and contract income Interest income Miscellaneous income Community and Residential Services Association 
Total othe_r_reven_~g 

Unrestricted Revenue and Support (Continued) 

1997 
$236,900 11,436 5.808 $227.085 19.74] 5.833 254.144 252.659 
1,119,066 823,664 384,947 150,864 235,743 

1,108,626 776.312 , 383,227 148,767 159,384 54,629 9.403 2.719.159 2.640.34~ 
641,527 42,319 41,554 22,829 

621,265 41,048 607 
748.229 662.920 
3,721,532 3,555,927 

The accompanying notes are an integral part of these statements 5 



Liabilities Accounts payable Accrued salaries 
Liabilities and Net Assets 

Imerfund loans Due to restricted funds Due from um'estricted fund 
Total liabilities Net Assets Unrestricted Undesignated Designated 
Total unre_stricted Temporarily restricted 
Total net m'ks..~. 

Total liabilitie~ and net asse 

1997 $23,629 __. 88.549 _.112.178 20,000 _. (20.000) 

1996 $45,954 104.141 150.095 

_.112.178 150.095 
2,184,170 8.165 2,359,631 8.165 
2,192,335 2,367,796 _.418.149 399.485 
2,610,484 2,767,281 



Association for Retarded Citizens - Baton Rouge Statements of Financial Position June 30, 1997 and June 30, 1996 

Current Assets Cash and cash equivalents Unrestricted Temporarily restricted 
Receivables Accounts receivable Notes receivable, short term Interest receivable Unrestricted Temporarily restricted 
Inventory Prepaid expenses 
Total curre~_assets Noncurrent Assets Property, plant and equipment, net Investments Unrestricted Temporarily restricted 
Notes receivable, long term 
Total nfll'lCilrren! aRRP~fg T_..ot al assets 

A s s e t s 
$14,447 _. 83.197 _. 97.644 
443,861 1,187 3,470 .. 3.295 _. 451.813 
20,685 310.726 331.411 
_. 880.868 

$100,251 37.02~ 137.272 
570,876 1.085 2,724 2.288 576.97~ 
23,850 266.963 290.81.3. 1.005.058 

605,000 _ 241.657 _ 846.657 
.. 52.830 1.841.794 g.722.662 

The accompanying notes are an integral part of these statements 
4 

590,0(g) 240.176 830.176 54.016 
1.912.318 
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HAWTHORN, WAYMOUTIt ~' CARROLL, L.L.P. 

CERTIFIED PUBLIC ACCOUNTANTS B555 uNrrED PLAZA BLVD. BATON ROUGE, LOUISIANA 70B(~ (504) 923-3(3(30 ~ FAX {504} 92~ January 30, 1998 Independent Auditor's Report The Officers and Board of Directors Association for Retarded Citizens - Baton Rouge Baton Rouge, Louisiana Members of the Board 
We have audited the accompanying statements of financial position of the Association for Retarded Citizens - Baton Rouge Baton Rouge, Louisiana 

(189B-1B77J */OHN F, WAYMDU~H, [ r~ A ( 1Bo~.l 9B7) ~W)WARD V. CARROLL C;~'A 11BOg-IB931 WARREN C ~R. [~PA BETIRED RO~EITI" J, Z~RNOTI C r 

as of June 30, 1997 and June 30, 1996, and the related statements of activities, cash flows, and functional expenses for the years then ended. These financial statements are the responsibility of the Association's management. Our resl)onsibility is to express an opinion on these financial stalements based on our audits. We conducted our audits in accordance with generally accepted auditing standards and the standards applicable to financial audits contained in Gov__~al~nt Auditing Standard, issued by the Comptroller General of the United States. Those standards require that we plan and perform the audit to obtain reasonable assurance about whether 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 statem(:nts. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. We believe that our audits provide a reasonable basis for our opinion. 
In our opinion, the financial statements referred to above present fair~y, in all material respects, the financial position of the Association for Retarded Citizx:ns - Baton Rouge as of June 30, 1997 and June 30, 1996, and the changes h) its net assets and its cash flows for the years then ended, in conformity with generally accepted accounting principles. In accordance with .~;~_ernment Auditing S./~D.d.ards, we have also issaed a report dated January 30, 1998 on our consideration of the Association for Retarded Citizens, Baton R(mge's internal control ove~ financial reporting and our tests of its compliance with certain provisions of laws, regulations, contracts and grants. 
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