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CA R L R . JO H N SO N 

2642 Tulane Ave. 
Suite B 
New O rleans, La. 701 ~9 

NDEPENDENT A UDITO R'S REPO RT 

To the Board of Directors 
Trem e Com m unity Education Program 
3233 St. Bernard Avenue 
New O rleans. LA 70119 

Certified Public Accountant 

(504) 822-6477 
(604) 553-0042, Pager 

E-Mail: crjcpa20 @aol.com 

I have audited the accom panying statem ent of financial position of Trem e 
Com m unity Education Program as of June 30, 1999, and the related statem ents 
of activities and cash f~ows for the year then ended. These financial statem ents 
are the responsibility of Trem e Com m unity Education Program 's m anagem ent. 
M y responsibility is to express an opinion on these financial statem ents based on 
m y audit. 

I conducted m y audit in accordance w ith generally accepted auditing standards 
and G ow .~rnm ent A uditing Standards issued by the Com ptroller G eneral of the 
United States. Those standards required that I plan and perform the audit to 
obtain reasonable assurance about w hether the financial statem ents are free of 
m aterial m isstatem ent. A n audit includes exam ining, on a test basis, evidence 
supporting the am ounts and disctosures in the financial statem ents. An audit 
also includes assessing the accounting principles used and significant estim ates 
m ade by m anagem ent, as w ell as evaluating the overall financial statem ent 
presentation. I believe m y audit provides a reasonable basis for m y opinion. 

In rny opinion, the financial statem ents referred to above present fairly, in all 
m aterial respects, the financial position of Trem e Com m unity Education Program 
as of June 30, 1999 and the results of operations and cash flows for the year 
then ended in conform ity w ith generally accepted accounting principles. 

In accordance w ith G overnm ent Auditing Standards, I have issued a reported 
dated M arch 11, 2000 on m y consideration of Trem e Com m unity Education 
Program 's internal control structure and report dated M arch 11, 2000 on 
com pliance w ith law s and regulation. M y audit w as m ade for the purpose of 
form ing an opinion on the basic financial statem ent of Trem e Com m unity 
Education Program taken as a w hole. The accom panying Schedule of Aw ards 
and Expenses for the year ended June 30, 1999 is presented for purposes of 
additional analysis and is not a required part of the basic financial statem ents. 



The inform ation in that schedule 
applied in the audit of the basic 
stated in all m aterial respects in 
as a w/hol~,'. 

C arl R . Johnson 
Certified Public Acc~ ntant 

M arch 11. 2000 

has been subjected to the auditing procedures 
financial statem ent and, in m y opinion, is fairly 
relation to the basic financial statem ents taken 



Trem e Com m unity Education Program 
Statem ent of Financial Position 

June 30. 1999 

C urrent Assets 
Cash on Hand 
C hecking Accounts 
G rants Receivable 
Payroll Checking Accounts 
Total C urrent Assets 

Property and Equipm ent 
Equipm ent 
Less accum ulated depreciation 
Total Property and Equipm ent 

Total Assets 

Assets 

Liabilities & Net Assets 

Current Liabilities 
Accounts payable 
W ithheld and accrued payroll taxes 
Total Current Liabilities 

Net Assets 
Beg. Net Assets 
C hange in Net Assets 
Total Net Assets 

Total Liabilities & 
Net Assets 

94 
1,536 

38,283 
34 

39.947 

106,606 

__ __ (95,310) 
11.296 

$_ 512=~343 

8,356 
318 

8.674 

7,496 
35.073 
42.569 

51,243 

See accom panying notes and auditor's report 



Trem e Com m unity Education Program 
Statem ent of Activities 

Year Ended June 30. 1999 

Revenue 
C ontributions Received 
G rants 
Other Incom e 

Program Services 
Contract Labor 
Em pl M edicare Tax Expens 
Em ployer FICA Tax Expen 
Em ployer SUTA [-xpense 
Fringe Benefits 
Salaries & W ages 
Supplies 

O perating Expenses 
Advertising and Prom otion 
A uto Expenses 
Bank C harges 
Depreciation Expense 
Equipm ent Rental 
Insurance - G eneral 
Legal & Accounting 
M aintenance & Repair 
Office Supplies 

Postage (And Deliveries) 
Rent - Office (Bldg) 
Staff Dew ;Iopm ent 
Telephone 
Utilities 

O perating Incom e 

O ther Incom e and Expense 
Interest expense 

Change in net assets 

4 
472 

477 

837 
089 
468 
394 

4,500 
3,158 
13,504 
3,190 
3,463 

217,799 
14.589 

260,203 

598 
2,956 
698 

92,920 
16,284 
20,441 
3,500 
6,663 
3,741 
586 

12,000 
670 

6,079 
5.632 

172,768 

44,423 

_  (9,350) 
_  (9 3=~_50) 

~L_. 35,073 

See accom panying notes and auditor's report 
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Trem e Com m unity Education Program 
Statem ent of Cash Flow s 

For the Year Ended June 30, 1999 

C ash Flow s from O perating Activities: 
Change in net assets 
Adjustments to rec.onci~e change in net assets 
To net cash provided by operating activities: 
Depreciation expense 
C hange in accounts receivable 
C hange in accounts payable 
Change in accrued expenses 

Net Cash Provided by (Used by) 
O perating Activities 

Cash Flows from Investm ent Activities 
Investm ent in property & equipm ent 
Net Cash Provided by (Used by) 
Investing Activities 

Cash Flow s from Financing Activities 
Beginning Retained Earnings 
C hange in net assets 

Net Cash Provided by (Used by) 
Financing A ctivities 

Net Increase(Decrease) in Cash 

Cash at Beginning of Period 

Cash at End of Period 

$ 35,073 

92,920 

(13,259) 
(8,972) 
(26,273) 

(79,489) 

84,341 

84.341 

(397) 

(6,032) 

(10,884) 

12,549 

$ 1,664 

See accom panying notes and auditor's report 
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Grant Number 

G rant Revenue 
Other Contdbutions 

Total Revenue 

Salaries 
Payroll Taxes 
Fringe Benefits 

OUAD 

523153 

$208.139 

TREME COMMUNITY EDUCATION PROGRAM 
SCHEDULE OF AW ARD AND EXPENSES 
FOR THE YEAR ENDED JUNE 30, 1999 

DSS 

538897 

$201,450 

$208,139 $201,450 

127,276 
11,712 
1.749 

90,523 
8,130 
1.714 

NOCOA 

522073 

$62,500 

$62,500 

0 
0 

Total Em ployee Costs 140,737 100,376 0 

Equipm ent Rental 
Building Rental 
Utilities 
Telephone 
Contract Labor 
Office Supplies 
Supplies 
insurance 
Postage 
Accounting and Auditing 
Staff Developm ent 
Repairs and M aintenance 
Advertising 
Auto and Truck 
Bank Service Charges 
Interest Expense 
Depreciation 

Total Expenses 

Change in Net Assets 

7,165 
5~000 
1,689 
2,706 
3,500 

0 
6,403 
11,160 

25O 
1,500 
391 

2,160 
64 

1,481 
388 

3,741 
39,379 

227.720 

(19,881 
~ ~:= = = = ~ ~ ~ ~ 

7,002 
3,000 
1,042 
2,332 
1,000 
2,158 
3,687 
4,459 
116 

1,500 
150 

2,021 
0 

167 
3,656 
38,484 

171.150 

30,300 
= ~ = = = = = = = = 

2,117 
4,000 
2,901 
1,041 

0 
1,443 
4,499 
4,816 
220 
0 

129 
2,482 
534 

1,475 
8O 

1,105 
11,635 

38.477 

24,023 
= = = = = = = = = 

General TOTALS 

$5,304 

$5,304 

See Accompany notes and accountant's report 
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0 
0 

472,089 
5,304 

$477.393 

217,799 
19,851 
3.463 

140 

63 
848 

3,422 

4,973 

331 

16,284 
12,000 
5,632 
6,079 
4,500 
3,741 
14,589 
20,441 

586 
3,500 
670 

6,663 
598 

2,956 
698 

9,350 
92,920 

442,320 

35,073 
~ = = = = = = = = = 



"['REM E CO M M UNITY EDUCATIO N PROG RAM 
NO TES TO THE FINANCIAL STATEM ENTS 

JUNE 30, 1999 

NO TE A - SUM M A RY O F SIG NIFICA NT ACCO UNTING PO LIC IES 

~ niz~tiqn 

"l'renm Community Education Pl'ogranl (TCEP) is a Non-Profit Organization established 
to provide social services to residents of N ew Orleans, LA . It w as established and 
incorporated o11 M ay 31, 1996, to prom ote and effectuate the planning and delivery of 
com m unity serviccs and social service program s within the com m unity. The corporation 
is organized to m obilize such hum an and financial resources as m ay be available to 
correct the socin-econom ic dcprivations affecting the area and Io avail itself to the 
com m unity. The sources of revenue com e from the O ffice of Urban Affairs, D epartm ent 
of Social Services and New Orleans Council on A ging. 

TCEP has two major programs. The first is tlarmony lIouse, which is a senior citizen 
recreation center that provides a variety of essential life support and cultural enrichm ent 
services to seniors "al~o reside in pa ts of the 5th

, 
6th

, 
7th a ld 8 h walds of N ew Orlea Is

. 

The second prograln is Trem e Youth I)evelopm ent Center. A s the youth services arm of 
the facility, it provides after school m onitoring services for at-risk youths between the 
ages of six to sixteen years, who reside or attend school in D istrict 96 of Orleans parish. 

2. Presentation of Financial Statem ents 

The accom panying financial statem ents have been presented in accordance w ith generally 
accepted accounting principles. They arc presented on tim accrual basis of accounting. 

]~,?s_is of RcA2ortin g 

The A gency has adopted SFA S N o. 117 which establishes standards for external financial 
reporling by not-for-profit organizations and requires thai resources be classified for 
accounting and reporting purposes into |hree net assets categories (i.e. unrestricted net 
assets, temporarily restricted net assets and permanently restricted net assets) accordingly 
to external donorqm l~osed restrictions. 

A description of the three (3) net assets categories is as follows 

U nrestricted N et A ssets include the follow ing 

Unrcstricted Net assets include funds not subject to donor-imposed stipulations. 
The revenues received and expenses incurred in conducting the m ission of the 
Agency is included in this category. The Agency has determ ined that any donor 
im posed restrictions for current or developing program s and activities arc 



~generally l~let w ithin the operaling cycle of the A gency
, and therefore, the 

A gency's policy is to record these assets as um 'estrJcted
. 

Tem porarily rcslricted l~et assels include rcalized gains and losses
, investm ent 

incom e and gifts, appropriations and contributions for wt~icb donor im posed 
reslrictions have not been m et. 

At June 30, 1999, the Agency did not have any perm anently restricted or 
tem porarily restricted net assets. 

4. C~J1 aJl_d Cash EquivMcn(s 

For purposes of the statem ent of cash flows
, the Agency considers all highly 

liquid investm ents purchased w ith a m aturity of three m onths or less to be cash 
equivalents. 

5. J_~ ~pc!~Y,~P I m~ _an d ~ m ent 

6 

Properly, Plant and Equipm ent is stated at cost
, if purchased, or at fair m arket 

value at the date of gill, if donated. 

Revcm m Recoenition 

For financial reporting purposed
, the Agency recognized revenues when eart3cd 

N O T1,; B - EX EM PT STATUS 

The corporation is tax exempt under provision of Section 501(e)(3) of the lnterna 
Revelm e Code. The corporation m eets all of the applicable provision of the law

. 

NOTE C -- PROI*ERTY AND EQUIPM ENT 

Fixed assets are slated at cost. D onated property and equipm ent arc staled at fair m arket 
value at the date of donation. D epreciation is com puted using the straight-line m ethod 
over the estim ated useful lives of the assets. 



Propcrty and equipm ent consist oflhe fol]owinp, as of: 

(;om l~uler Equipm ent 
Acctmm lated D epreciation 

$ 17,108 
( 5812) 

N et Com puter Equipm ent $ 11,296 

N O TE E - CO M PEN SATIO N TO DIRECTO RS 

The m em ber of tile Board of Directors received 11o com pensation for services related to 
the governing of this agency or any of its program s, nor w ere there any accruals m ade for 
these activities during the period being audited. 

N O TE F - ECO N O M IC DEPEN DEN CY 

The agency received tile majority of its revenue from funds provided through grants 
adm inislercd by various slate and quasi-governm ental agencies. If significant budget cuts 
are m ade at tile federal, state and/or city level, the am ount of the funds the organizafion 
receives could be reduced significantly and have an adverse im pact on its operation. 
M anagem ent is not aw are of any actions that w ith adversely affect the am ounl of % nds il 
w ill receive in the next fiscal year. 

NOTE (~, -- EQUIPM ENT LEASE 

TCEP leased three passenger vehicles fi'om W ebb Enterprises ibr the purpose of 
transporting program participants. Current lease agreem ents were in effect for the 
reporting period, July 1, 1998 through June 30, 1999, required m onthly paym ents of 
$3,200 and $3,800. 

A ccording to SFA S 13, the lease agreem ents have been recorded as a capital lease. 
Under this provision, the vehicles are recorded as assets with a corresponding notes 
payable for the present value of the lease paym ents. The present value of the lease 
paym ents has been calculated using TCEP's increm ental borrow ing rate of 9.5%  APR, 
resulting in $89,498 with annual interesl payments of $8,502. The vehicles have been 
recorded at $98,000, the amount of annual lease, with annual depreciation of $89,498. 

TCEP also m aintains an operating lease for an office copier and acccssorics w ifll Gulf 
Coast Products for $354.25 per m onth. 

A ll other equipm ent rental costs were fiom m iscellaneous short-term leasing of m inor 
equipm ent. 



N O TE it -- O FFICE O F STATE INSPECTO R G EN ER AL'S R EI'O R3 

On D cccm ber 22, 1999, thc O ffice of State lnspcctor General issued a reporl indicating 
possible overpaym ent of federal funds of $107,200 for lease of thc vehicles fi'onl W ebb 
Enterprises for the period of July 1, 1996 to February, 1999. The report questions the 
TCEP procedures on oblaining com parable lcase options before entering a contract w ith 
W ebb. The report also indicates possible contract violations between N ew Orleans 
Council on Aging (one of TCEP's maior funding sources) and the Governor's Office of 
Elderly Affairs of $75,000. The report also indicates possible cthical violations with 
TCEP's independent contractors of receiving funds while em ployed wilh ~he Louisiana 
D epartm ent of Social Services. 

Currently, TCEP is continually to resolve all issues in the report and the affect of the 
outcom e cannot be estim ated. 

N O TE 1 - RELATED PARTY TR ANSACTIO N S 

A s also m entioned in the Slale Inspector General's report, P, obert P. M cFarland
, board 

m em ber of TCEP, and W arren W ebb, owner of W ebb Enterprises, are co-workers of 
New Orleans Educational Talent Search (NOETS). M oreover, M r, M cFarland is the 
executive director, while M r. W ebb is a program director of N OETS. A gain, W ebb 
Enterprises current lease agreem ents provide for annual paym ents of $98,000. 

Louisiana Representative Edw in M urray serves as TCEP's advisory council, Im wever he 
does not parlicipate in any m eetings. 



CA RL R. JO H NSO N 

2642 Tulane Ave. 
Suite B 
New O rleans. La. 70119 

Certified Public Accolmtant 

(504) 822-6477 
(504) 55:3-0042, Pager 

E-Maik crjcpa20 @aol.com 

IN DEPEN DENT AUi)ITO R 'S REPO RT O N CO M PIA AN CE AN D O N 
INTERN AL CO NTRO L O V ER FINAN CIAl, REPO RTIN G BASED O N AN 
AU I)IT O F FIN AN CIAL STATEM ENTS PERFO RM ED 1N ACCO R1)AN CE 
W ITlt G O V ERNM ENT AU DITIN G STAN DARD S 

To the Board of 1)ircctors 
Trcm e Com m unity Education Program 
3233 St. Bernard Avenue 
N ew Orleans, LA 70119 

l have audited tile financial statem ents of Trcm e Com m unity Education Program as of 
and for tile year ended June 30, 1999, and have issued m y report thereon dated M arch 11, 
2000. I conducled m y audit in accordance with generally accepted auditing standards and 
the standards applicable to financial audits contained in Govern m ent Auditing Standards, 
issued by tile Com ptroller General of the United States. 

Com pliance 

A s part of obtaining reasonable assurance about whether thc Trem e Com m unity 
F.ducadon l'rogram 's financial statem ents are free of m aterial m isstatem ent, 1 perform ed 
tests of Trem c Com m unity Education Program 's colnplianee w ith certain provisions of 
laws, regulations, contracts and grants, noncom pliance w ith which could have a direct 
and m alerial cffect on the determ ination of financial statem ent am ounts, l/ow cver, 
providing an opinion on compliance with those provisions was not an objective of my 
audit and accordingly, I do not express such an opinion. The results of m y tests disclosed 
inslances of im ~com pliance lbal arc required 1o be rcporled under Goverlm)enl A udiling 
Standards, which are described in tile accom panying schedule of findings and questioned 
costs. 

Internal Control over Financial Rel!ortiJ~ g 

In planning and perform ing nay audit, ] considered Trem e Conm m nity l;ducation 
Program internal control over financial reporting in order to detel'm ine our auditing 
procedures for the purpose of expressing m y opinion on the financial stalem ents and not 
Io provide assurance on the internal control over financial reporting, ltow ever, w e noted 
cerlain m atters involving the internal control over financials reporting and its operalion 
that w e consider to be rcporlable conditions. Reportable conditions involve m ailers 
com ing to our attention relating to significant deficiencies in the design or operation on 

11 



lhe inlernal conlrol over financial repmling that, in our judgement, could adversely affect 
the organization's ability to rccord, process, sum m arize and report financial data 
consistent with the assertions of m anagem ent, in the financials statem ents. Reportable 
conditions arc described in the accom panying schedule of findings and questioned costs. 

A m aterial w eakness is a condition in which the design or operation of one or m ore of tllc 
internal control elem ents does nol reduce to a relatively low level the risk that 
m isslalcm em s in am ounts that would be m aterial in relation to the financial statem ents 
being audited m ay occur and nol be detccled within a tim ely period by em ployees in the 
norm al course of perform ing their assigned functions. 

O ur consideration of internal control would not necessarily disclose all m atters in intern al 
control that m ight be reportable conditions and, accordingly, w ould not necessarily 
disclose all reportable conditions that are also considered to be m aterial w eaknesses as 
defined above. However, w e believe that none of the rcporlable conditions described 
above is a m aterial w eakness. 

This reporl is intended for the inform alion of m anagem ent, and others w ithin the 
organization and the appropriate state and federal agencies. How ever, this report is a 

mal!c," of public r ecor
.
d, and 

(
.  

Carl R . Johnson 
Cerlified Public A ccountant 

M arch l 1,2000 

its distribution is not lim ited 
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C ondition 

TREM E CO M M UNITY EDUCATIO N PRO G RAM 
SC HED ULE O F FINDING S A N D Q UESTIO NED CO ST 

During our review of the entity's internal control system , w e noted a lack of 
segregation of duties in the cash receipts process. All program cancelled 
checks, check registers and general ledgers are m aintained by the bookkeeper 
(However, checks are received and reviewed by the executive director prior to 
reconciling and issuance) 

Effect of C ondition 

W ithout proper internal controls in place, the organization puts the assets of the 
granting agencies as w ell as their ow n at risk. 

C riteria 

The grant agreernents require that proper procedures be in place to em ploy good 
recordkeeping and safeguarding of assets. 

Recom m endation 

W e recom m ends that the client im plem ents an additional layer of m aintenance in 
the cash receipts process. 

]3 



TREM E CO M M UNITY EDUCATIO N PRO G RA M 
UPDATE O F PRIO R YEAR FINDING S 
FO R THE YEAR ENDED JUNE 30, 1999 

Finding #1 : Bank Reconciliations Not Prepared 

Finding #2: Com m ingling of Funds 

Finding #3: Fixed Asset Schedule Not M aintained 

Finding #4: Accrual Accounting Not Im plem ented 

Finding #5: Cash Flow Statem ent Not Prepared 

Finding #6: Uncategorized M iscellaneous Revenue 

Finding #7: Lack of Segregation of Duties 

Finding #8: Inaccurate Recording of Payroll Expenses 

Finding #9: Form 941's Not Filed 

Finding #10: Lack of Supporting Docum entation 

]4 

Resolved Unresolved 

X 

X 

X 
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T REM I~ C O M M UNITY E DUCATION 
3233 ST. BERNARD AVE. ~ NEW O RLEANS. LA. 70119-1918 ~ (504 

P ROG RAM , INC. 
948-3688 ~ FAX (504) 948-3698 

Decem ber 18. 1999 

Carl Johnson, CPA 
2642 Tulane Ave. 
New O rleans. LA. 70119 

Dear M r. Johnson 

NORMAN R. SMITH, EXECUTIVE DIRECTOR 

Concerning your audit of our financial statem ents for fiscal year July 1, 1998 to June 30, 1999 
for the purpose of expressing an opinion on w hether the financial statem ents present fairly, in 
all m aterial respects, the financial position, results of operations and cash flow s of Trem 6 
Com m unity Education Program s, Inc. in conform ity w ith generally accepted accounting 
principles, w e have taken the follow ing corrective actions in response to your "Schedule of 
Findings and Q uestioned Cost": 

~ W e have amended the duties of the administrative personnel (Executive Director 
Administrative Assistant and Bookkeeper) to include the following procedures for 
processing the dispersion of petty cash: 

The Adm inistrative Assistant w ill oversee and review the reconciliation of a 
checking accounts. 

Petty cash requests w ill start at the Adm inistrative Assistant w ho w ill critique all 
requests before recom m ending action to the Executive Director, who w ill critique 
and dispose of the action. If approved, the Adm inistrative Assistant w ill present it 
to the bookkeeper to dispense the funds. 

W hen I receive the m onthly bank statem ents, from the U, S. Postal Service, I wil 
peruse them and give the statem ents to the bookkeeper for reconciliation and 
then she w ill give them to the Adm inistrative Assistant w ho w ill review and critique 
all financial accounts. 

These actions represent an amendment to the job descriptions and duties of all of the staff 
m em bers m entioned above. 

Executive Director 

BOARD OF DIRECTORS 
PAUL ] W ESI, PR~SIDEN1 ~ DON DAViDSON, VICE PRESIDENT ~ GREGORY BRIANT, l REASURER ~ LOUVINIA W ALLACE, SECRETARY 

Ot ARE NCE LEWIS ~ SHIRLAINE GEORGE ~ BRUCE DAVENPORT ~ ANTHONY ROMAN ~ DON BOUCREE ~ ROBER1 MCFARLAND 
SPECIAL ADVISOR 101HE BOARD OF DIRECTORS 

REP, EDWIN R MURRAY, ESQ 
Pf{O(JO SF~Z)tVSORS Of HARMONY HOUSE SENiOr{ CENTER ~ TREM~ YOUTH DEVELOPMENT CENTER 



T REM I~ C O M M UNITY EDUCATIO N 
3233 ST. BERNARD AVE. ~ NEW ORLEANS. I-A. 70119-1918 ~ (504 

PROGRAM , INC. 
948-3688 ~ FAX (504) 948-3698 

Decem ber 18.1999 

Carl R . Johnson, C PA 
2642 Tulane Ave. 
New O rleans, La. 70119 

Dear M r. Johnson 

NORMAN R . SMITH, EXECUTIVE DIRECTOR 

In connection w ith your audit of the basic financial statem ents as of and for the fiscal 
year ended June 30, 1999 for the purpose of expressing an opinion on w hether the 
financial statem ents present fairly, in all m aterial respects, the financial position, results 
of operations and cash flow s of Trem 6 Com m unity Education Program s, Inc. in 
conform ity w ith generally accepted accounting principles, we confirm , to the best of our 
know ledge and belief, the follow ing representations m ade to you during your audit. 

1. W e are responsible for the fair presentation in the financial staternents of the 
financial position and the results of operations and cash flow s of Trem 6 
Com m unity Education Program s, Inc. in conform ity w ith generally accepted 
accounting principles. 

2. W e have m ade available to you all-- - 

a. Financial records and related data 

b. M inutes of m eetings of the board of directors of Trem 6 Com m unity Education 
Program s, Inc. and its com m ittees, or sum m aries of actions of recent m eetings 
for w hich m inutes have not yet been prepared. 

3. There have been no--  

a. Irregularities involving m anagem ent or em ployees w ho have significant roles in 
the internal control structure. 

b. Irregularities involving other eniployeeS'that could have a m aterial effect on the 
financial statem ents. 

Com m unications from  regulatory agencies concerning noncom pliance w ith
, o r 

deficiencies in, financial reporting practices that could have a m aterial effect on 
the financial statem ents. 

Page 1 of 4 



4. W e have no plans or intentions that m ay m aterially affect the carrying value or 
classifications of assets, liabilities, or fund balances. 

5. The follow ing have been properly recorded or disclosed in the financia 

statem ents: 

a. Related-party transactions and related am ounts receivable or payable 
including revenues, expenditures/expenses, loans, transfers, leasing 

arrangem ents, and guarantees. 

b. Arrangem ents w ith financial institutions involving repurchase or reverse 
repurchase agreem ents, com pensating balances, or other arrangem ents 
involving restrictions on cash balances and line of credit or sim ilar 

arrangem ents. 

c. Agreem ents to repurchase assets previously sold. 

d. Security agreem ents under the Uniform Com m ercial Code 

e. Contractual obligations for purchases of assets. 

f. Liens, encum brances, or subordination of assets pledged as collateral in any 

w ay. 

g. Subordination of any liabilities. 

h. All lease or rental obligations under noncancellable long-term leases 

6. There are no--  

a. V iolations or possible violations of law s or regulations w hose effects should be 
considered Ior disclosure in the financial statem ents or as a basis for recording 

a loss contingency. 

b. O ther m aterial liabilities or gain or loss contingencies that are required to be 
accrued or disclosed by Statem ent of Financial Accounting Standards No. 5. 

c. Reservations of fund balance that w ere not properly authorized and approved 

7. ]-here are no m aterial transactions that have not been properly recorded in the 

accounting records underlying the financial statem ents. 

Provision, when m aterial, has been m ade to: 

a. Reduce excess or obsolete inventories to their estim ated net realizable value 

b. Reduce all investm ents for perm anent declines in value. 
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c. Record an allow ance for estim ated uncollectible receivables 

The organization has satisfactory title to all ow ned assets, and there are no liens 
or encum brances on such assets, nor has any asset been pledged. 

10. Provision has been m ade for any m aterial loss to be sustained as a result of 
purchase com m itm ents for inventory quantities in excess of norm al requirem ents 
or at prices in excess of prevailing m arket prices. 

11. W ith respect to com pliance w ith law s and regulations affecting the organization 
w e represent the follow ing: 

a. W e are responsible for the organization's com pliance w ith the law s and 
regulations applicable to it. 

b. W e have identified and disclosed to you all law s and regulations that have a 
direct and m aterial effect on the determ ination of financial statem ent am ounts 

c. W e have com plied w ith all aspects of laws, regulations, and contractual 
agreem ents that w ould have a m aterial effect on the financial statem ents in the 

event of noncom pliance. 

12. W e have identified all accounting estirnates that could be m aterial to the financial 
statem ents, including the key factors and significant assum ptions underlying those 
estim ates, and w e believe the estim ates are reasonable in the circum stances. 

13. No events have occurred subsequent to the balance sheet date that w ould require 

adjustments to, or disclosure in, the financial statements. 

14. W ith respect to federal aw ards pregram s--  

a. W e have identified in the Schedule Awards and Expenses of Federa} Aw ards 
all assistance provided by federal agencies in the form of grants, contracts, 
loans, loan guarantees, property, cooperative agreem ents, interest subsidies 
insurance, or direct appropriations, including nencash assistance. 

b. W e have identified the requirem ents governing political activity, the 
Davis-Bacon Act, civil rights, cash m anagem ent, federal financial reports, 
allow able costs/cost principles, Drug-Free W orkplace Act, and adm inistrative 
requirem ents over federal aw ards. 

c. W e have identified the requirem ents governing types of services allowed or not 
allow ed; eligibility; m atching, level of effort, or earm arking; reporting; claim s for 
advances and reim bursem ents; and am ounts claim ed or used for m atching that 

are applicable to major federal awards programs. 

d. W e have com plied, in all m aterial respects, w ith the recuirem ents in connection 
w ith federal aw ards. 
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e. Inform ation presented in federal financial reports and claim s for advances and 
reim bursem ents is supported by the books and records from which the basic 
financial statem ents have boon prepared. 

A m ounts claim ed for reim bursem ent or used for m atching were determ ined in 
accordance w ith requirem ents of the Office of M anagem ent and Budget and 
agency requirem ents. 

g. W e have m onitored subrecipients to determ ine that the subrecipients expend 
financial assistance in accordance w ith applicable law s and regulations, and 
have m et the requirem ents of O M B C ircular A-133 or other applicable federal 
audit requirem ents. 

h. W e have taken appropriate corrective action on a tim ely basis after receipt of a 
subrecipient's auditor's report that identifies noncom pliance w ith federal law s 
and regulations. 

W e have considered the results of the subrecipient's audits and m ade any 
necessary adjustments to the organization's own books and records. 

W e have identified and disclosed to you all am ounts questioned, as w ell as 
know n violations of requirem ents that, if not com plied w ith, could have a 
material effect on a maior federal award programs, and any other known 
noncom pliance w ith the specific and general requirem ents of federal aw ards 

k. W e are responsible for com plying w ith the requirem ents in O M B Circular A- 
i33. 

W e have disclosed w hether, subsequent to the date as of w hich com pliance is 
audited, any changes in the internal control structure or other factors that m ight 
significantly affect the internal control structure, including any corrective action 
taken w ith regard to reportable conditions have occurred. 
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