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CURTIS MICHAEL JOHNSTON, C.P.A. 
2491 Oak Manor Court ~ Baton Rouge, LA 70810 ~ (504) 766 6932 

December 29, 1999 

INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors 
Community Independent Living Systems, lnc 

I have audited the accompanying Balance Sheet of COM M UN ITY INDEPENDENT LIVING SYSTEM S, 
INC. as of June 30, 1999, an d the related  Statements of Revenues, Expenses and Chan ges in Equity, and 
Cash Flows for the year then ended. These financial statements are the responsibility of the company's 
man agement. M y responsibility is to express an  opinion on these finan cial statements based  on my audit. 

I conducted my audit in accordance with generally accepted auditing stan dards an d the stan dards for 
finan cial audits contained  in Governrnent Auditing Stan dards, issued  by the Comptroller General of the 
United States. Those stan dards require that I plan  an d perform th e audit to obtain reasonable assurance 
about whether th e finan cial statements are free of material m isstatement. An audit includes exam ining, on a 
test basis, evidence supporting the am ounts an d disclosures in the financial statements. An audit also 
includes assessing th e accounting principles used  and significan t estimates made by man agement, as well as 
evaluating the overall financial statement presentation. I believe th at my audit provides a reasonable basis 
for my opinion. 

In my opinion, the finan cial statements referred  to above present fairly, in all material respects, the financial 
position of COM M UN ITY INDEPENDENT LIVING SYSTEM S, IN C. as of June 30, 1999, an d the results 
of its operations an d its cash flows for the year th en ended in co nformity with generally accepted accounting 
principles. 

As discussed  in Note 7 to the finan cial statements, COM MUN ITY INDEPENDENT LIVIN G SYSTEM S, 
INC. is a defendan t in a lawsuit filed by one of its form er employees for alleged  harassment. The suit asks 
for back pay, front pay, punitive damages, attorney fees, litigation expenses an d other relief entitled  to along 
with legal interest. The ultim ate outcome of the litigation cannot presently be determ ined. Accordingly, no 
provision for any liability that may result upo n adjudication has been made in the accompanying financial 
statem ents 

The year 2000 supplementary inform ation in Sched ule 2 on page 10 is not a required part of the basic 
financial statements but is supplementary inform ation required  by the Govem mental Accounting Standards 
Board. I have applied  certain limited procedures, which co nsisted  principally of inquiries of management. 



However, I did not audit the inform ation and do not express an opinion on it. In addition, 1 do not provide 
assurance that COM M UNITY INDEPENDENT LIVING SYSTEM S, IN C. is or will become year 2000 
complian t, that COM M UNITY INDEPENDENT LIVING SYSTEM S, INC.'s year 2000 remediation efforts 
will be successful in whole or in part, or that parties wi th which COM M UN ITY INDEPENDENT LIVING 
SYSTEM S, INC. does business are or will become year 2000 compliant. 

In accordan ce with Government Auditing Stan dards, 1 have also issued a report dated  December 29, 1999 on 
my consideration of COM M UN ITY INDEPENDENT LIVING SYSTEM S, INC.'s internal co ntrol over 
financial reporting an d my tests of its co mplian ce with ee rtain provisions of laws, regulations an d co ntracts. 

M y audit was made for the purpose of forming an  opinion on the general purpose finan cial statements of the 
compan y taken as a whole. The accompan ying Sched ule of Expenditures of Federal Awards is presented for 
purposes of additional an alysis as required  by the U.S. Office of M an agement an d Budget Circular A-133, 
Audits of States Local Governments an d Non-Profit Organ izations, an d is not a required part of the general 
purpose finan cial statements of COM M UN ITY IN DEPENDENT LIVIN G SYSTEM S, INC. Such 
information has been subjected to the auditing procedures applied in the audit of the general purpose 
finan cial statements an d, in my opinion, is fairly stated , in all material respects, in relation to the general 
purp ose finan cial statements tak en as a whole. 

Respectfully submitted, ~ lcPA 
Curtis M ichael Johnston 
Certified Public Accountan t 
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Exhibit A 

CO M M UNITY INDEPENDENT LIVING SYSTEMS, INC 
Baton Rouge, Louisiana 

ASSETS 

CURRENT 
Cash 

Investments (cost) 
Add: Valuation allowance 

Net (market value) 
Prepaid expenses 
Em ployee advances 
Accounts receivable 

Total current assets 

BALANCE SHEET 

June 30. 1999 

PROPERTY AND EQUIPM ENT 
Equipm ent 
Less: Accum ulated Depreciation 

Total property and equipm ent 

Total assets 

$ 439,312 
48,213 

LIABILITIES AND EQUITY 

Current Liabilities 

Accounts payable 
W ages payable 
Accrued payroll taxes payable 
State incom e taxes payable 
Deferred inco m e tax 

Total current liabilities 

Equity 

Total liabilities and equity 

The acc om panying notes are an integral part of this statem ent 

-3- 

$62,775 

487,525 
20,800 
3,090 

193.420 

767.610 

141,401 

(82,484) 

58,917 

$826,527 

$6,098 
6,566 
1,949 
1,090 

108.084 

123.787 

702.740 

$826,527 



Exhibit B 

CO M M UNITY INDEPENDENT LIVING SYSTEM S, INC 
Baton Rouge, Louisiana 

STATEMENT OF REVENUES, EXPENSES AND CHANGES IN EQUITY 

For the year ended June 30, 1999 

Revenues 
Client services 
Realized gain on sale of investments 
Unrealized gain on investm ents 
Dividends 
Gain on sale of equipm ent 
M iscellaneous incom e 

Total revenues 

Expenses 
Salaries and related benefits 
Professional services 
Offi ce supplies 
Operating expenses 
Travel 
Telephone and utilities 
Building and furn iture rent 
Insurance 
Dues and subscriptions 
M aintenance and repairs 
Payroll taxes 
Depreciation 
Advertising 
M iscellaneous 

Total expenses 

Net incom e before taxes 

Incom e tax expense 

Net incom e 

Equity at beginning of year 

Equity at end of year 

The accom panying notes are an integral part of this statem ent 
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1,157.721 

486,726 
46,576 
14,559 
77,210 
25,719 
48,487 
224,492 
5,170 
856 

5,272 
40,834 
15,183 

168 
4.160 

995.412 

162.309 

54,039 

108.270 

594,470 

702.740 



Exhibit C 

CO M M UNITY INDEPENDENT LIVING SYSTEM S, INC 
Baton Rouge, Louisiana 

STATEM ENT OF CASH FLOW S 

For the year ended June 30, 1999 

CASH FLOW S FRO M O PERATING ACTIVITIES 
Net incom e 

Adjustments to reconcile net income to net 
cash provided by operating activities: 

Depreciation 
Gain on sale of equipm ent 
Change in operating assets and liabilities: 
Accounts receivable 
Prepaid expenses 
Accounts payable 
W ages payable 
Accrued payroll taxes 
Deferred incom e tax 
Incom e tax payable 
Net ca sh provided by 
operating activities 

CASH FLOW S FROM INVESTING ACTIVITIES 
Equipm ent acquisitions 
Equipm ent sold 

Net increase (decrease) in 
cash and ca sh equivalents 

CASH AND CASH EQUIVALENTS 
Beginning of year 

End of year 

The accom panying notes are an integral part of this statem ent. 
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$108,270 

15,183 

(2,047) 

111,989 
6,576 
5,198 

(74) 
(1,230) 
(lO,O58) 
1.090 

234.899 

(20,040) 
3.500 

218.359 

331.941 

$550,300 



COM M UNITY INDEPENDENT LIVING SYSTEM S, INC. 
Baton Rouge, Louisiana 

NOTES TO FINANCIAL STATEM ENTS 

June 30, 1999 

NOTE 1 - SUM M ARY OF SIGNIFICANT ACCOUNTING POLICIES 

A . Nature of Activities 

Exhibit D 

COM M UNITY INDEPENDENT LIVING SYSTEM S, INC. is a human service provider corporation. The 
compan y provides case management, independent living skills an d co unseling to individuals in the 
co mm unity including, but not lim ited to the following: 

develop job skills, 
develop personal an d work adjustment, 
provide, develop and promote employment opportunity 
promote indepe ndent learning skills 

B. Basis of Accounting 

The accompanying general purpose fman eial statem ents of COM M UN ITY INDEPENDENT LIVING 
SYSTEM S, IN C. have been prepared on the accrual basis of accounting. Accordingly, revenues are 
recogniz~ l when earned  an d expe nses are recognized when incurred . 

C. Inco me Tax Status 

COM M UN ITY IN DEPENDENT LIVING SYSTEM S, INC. was originally formed as a non-profit Lo uisiana 
corp oration in July 1988. However, th e corporation has actually operated as a for-profit co rporation since  its 
form ation. The corporation has not elected  to apply for tax-exempt organ ization status under Section 
501(c)(3) of the lntemal Revenue Code an d, therefore, it must pay fed eral an d state income taxes on any 
profits realized by th e organ ization. 

The provision for inco me tax expense for th e period ended  June 30, 1999 was $54,039. Th e deferred  tax  
liability at June 30, 1999 was $108,084, which represents a future tax liability to th e organ ization caused  by 
timing differences between inco me an d expenses reported  for tax  purposes an d inco me an d expe nses 
reported  under generally accepted accounting principles. 

D. Investm ent Securities 

Investm ents are presented in th e fman cial statements at their fair m arket value. Unrealized gains an d losses 
for the year ended June 30, 1999 are included in the Statement of Revenue, Expe nses an d Changes in Equity. 

- 6- 



E. Accounts receivable 

Exhibit D 
Continued 

Accounts receivable represent amounts due from the Louisiana Department of Social Services for services 
rendered  by COM M UNITY INDEPENDENT LIVIN G SYSTEM S, INC. under fee for service contracts and 
cost-reinth ursem ent contracts. 

F. Property, equipment and depreciation 

Property an d equipment are recorded  at cost. Deprec iation is co mputed  using the straight-line method over 
the estimated service lives of th e assets. 

G. Estimates 

The preparation of finan cial statements in co nformity with generally accepted  accounting principles requires 
management to m ake estim ates an d assumptions th at affect ce rtain reported  am ounts an d disclosures. 
Accordingly, actual results co uld differ from th ose estimates. 

NOTE 2 - PROPERTY AND EQUIPMENT 

Property and equipment, related service lives, an d accumulated depreciation at June 30, 1999, are as follows 

Estim ated  
Service Lives 

Furniture an d equipment 
Vehicles 
Prope rty an d equipment 
Less: accumulated  depreciation 
Total Prope rty an d equipment 

8 year s 
9-11 year s 

$ 81,708 
_ 59,693 
$141,401 
82,484) 

_$58.917 

De prec iation expense was $15,183 for the year ended June 30, 1999 

NOTE 3 - ECONOM IC DEPENDENCY 

During th e year ended June 30, 1999, th e co mpan y received  a significant portion of its revenues  th rough the 
State of Lo uisian a. The amounts applicable to the year ended  June 30, 1999 are as follows: 

Receivable, beginning of year 
Revenues earned  an d invoiced 
Collec tions 
Receivable, end of year 

$ 305,409 
1,123,877 

~1,235,866) 
~; 193.4_20 

- 7 - 



NOTE 4 - RELATED PARTY TRANSACTIONS 

Exhibit D 
Continued 

COM M UNITY INDEPENDENT LIVIN G SYSTEM S, IN(',. used computer equipment owned by its former 
Executive Director to help train participants of the Project Independence Programs located in New Orleans 
an d Ham mond, Louisiana. The equipment was furnished to COM M UNITY IN DEPENDENT LIVING 
SYSTEMS, INC. and the Project Independence Program  at no cost for the 1998-99 fiscal year. 

NOTE 5 - COM PENSATED ABSENCES 

Vacation an d sick leave are earned by employees at varying rates from 8 to 16 hours per month depending on 
length of service . A maximum of 24 hours of unused  leave may be carried  over at December 31. 
Accordingly, amounts related  to such leave have been acc rued at June 30, 1999. 

NOTE 6 - BOARD OF DIRECTORS 

COM M UN ITY INDEPENDENT LIVIN G SYSTEM S, 
members. One of the current board members is 
INDEPENDENT LIVIN G SYSTEM S, IN C. 

NOTE 7 - LOSS CONTIN GENCY 

INC. 's board of directors co nsists of two (2) 
also a full-time employee of COM M UNITY 

COM M UNITY IN DEPENDENT LIVING SYSTEM S, IN C. is a defendan t in a lawsuit filed  by one of its 
form er employees for alleged  har assment. The suit asks for back pay, front pay, punitive damages, attorn ey 
fee s, litigation expenses and other relief entitled  to along with legal interest. The company believes the suit 
is completely without merit and intends to vigorously defend its position. According to COM M UN ITY 
INDEPENDENT LIV IN G SYSTEM S, IN C. 's outside legal counsel, th e ultimate outco me of th e litigation 
can not presently be determ ined. Accordingly, no provision for any liability that may result upon 
adjudication has been made in the accompanying financial statements. 

NOTE 8 - OPERATING LEASES 

COM M UNITY INDEPEN DENT LIV ING SYSTEM S, IN C. had no operating leases with remaining 
noncancelable lease terms in excess of one year as  of June 30, 1999. 
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Schedule 'I 

CO M M UNITY INDEPENDENT LIVING SYSTEM S, INC 
Baton Rouge, Louisiana 

SCHEDULE OF EXPENDITURES OF FEDERAL AW ARDS 

Federal G rantor 
Pass-through Grantor 
Program Title 

For the year ended June 30, 1999 

Federal 
CFDA 
Num ber 

Federal 
Awards 
Expende 

DeDartm ent of Health and Hum an Services 

Departm ent of Social Services 

Project Independence 

Foster Care - Superv ised Apartm ents 

93.561 

93.645 

$444,643 

679.234 

Total Federal Assistance $1,123,877 

* Represents a major program 

The accom panying notes are an integral part of this statem ent. 
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COM M UNITY INDEPEND ENT LIVING SYSTEM S, INC. 
Baton Rouge, Louisiana 

YEAR 2000 SUPPLEM ENTARY INFO RM A TIO N 

June 30,1999 

Schedule 2 

Because man y computer system s use only two digits to record the year in date fields, such systems may not 
be able to accurately process dates including the year 2000 and after. The effects of this problem will vary 
from system to system, but unless this problem is addressed , co mputer sy stems that rely on date calculations 
are at risk of producing unpredictable results or complete failure. 

Management is aware of the year 2000 issue and initiated a year 2000 remediation project to take necessary 
an d reasonable steps to get m ission critical systems and operations year 2000 co mpliant. Th e co mpan y's 
general led ger accounting system was identified as a mission critical sy stem. M an agement feels that the 
mission critical system identified is being updated  and th at testing an d validating of the system will be 
co mpleted by December 31, 1999. M an agement cannot estim ate th e co sts of th ese updates. 

As of June 30, 1999, expenditures for remediation, testing an d validation approximated  $2,600 to replace 
hardware. 

Because of the unprecedented  nature of the year  2000 issue, its effects and th e success of related remed iation 
efforts will not be fully determinable until the year 2000 and thereafter. M anagement can not assure that 
COM M UNITY INDEPENDENT LIVING SYSTEM S, INC. is or will be year 2000 ready, that the 
co mpany's remediation efforts will be successful in whole or part, or th at parties wi th whom the compan y 

does business will be year 2000 ready . 

The assessment of the costs of the year 2000 compliance and th e co mpletion of the internal year 2000 
mod ifications are man agement's estim ates. It is reasonably possible th at actual an d estimated results will 
differ materially. 

- 10- 



INDEPENDENT AUDITOR'S REPORT ON COM PLIANCE 
AND ON THE INTERNAL CONTROL OVER FIN ANCIAL 
REPORTIN G BASED ON AN AUDIT OF FIN ANCIAL 
STATEM ENTS PERFORM ED IN ACCORDANCE W ITH 

GOVERNM ENT AUDITING STANDARDS 



CURTIS MICHAEL JOHNSTON, C.P.A. 
2491 Oak Manor Court ~ Baton Rouge, LA 70810 ~ (504) 766-6932 

Decem ber 29, 1999 

To the Board of Directors 
Community Independent Living Systems, lnc 

I have audited the financial statements of COM M UNITY IN DEPENDENT LIVIN G SYSTEM S, INC., as of 
and for the year ended  June 30, 1999, an d have issued  my report thereon dated  December 29, 1999. 1 
conducted  my audit in accordance with generally accepted  auditing standards an d the standards for financial 
and complian ce audits of Government Auditing Standards, issued  by the Comptroller General of the United  
States. 

Com plian~  

As part of obtaining reasonable assuran ce about whether COM M UNITY IN DEPENDENT LIVING 
SYSTEM S, INC. 's finan cial statements are free of material misstatement, 1 performed tests of its Compliance 
with ce rtain provisions of laws, regulations an d co ntracts, noncomplian ce wi th which could have a direct an d 
material effec t on the deternlination of finan cial statement amounts. However, providing an  opinion on 
compliance with those provisions was not an objcetive of my audit an d, accordingly, I do not express such 
an  opinion. The results of my tests disclosed no instan ce s of nonco mplian ce  that are required to be reported  
under Government Auditin~ Standards 

In plan ning and performing my audit, 1 considered COM MUN ITY INDEPENDENT LIVIN G SYSTEM S, 
INC.'s internal control over financial reporting in order to determine my auditing procedures for the purpose 
of expressing my opinion on the general purpose financial statements and not to provide assurance on the 
intern al co ntrol over financial reporting. However, I noted  a ee rtain matter involving the intern al co ntrol 
over financial reporting and its operation th at I consider to be a repo rtable condition. Repo rtable conditions 
involve matters co ming to nay attention relating to significan t deficiencies in the design or operation of the 

internal control structure over financial reporting that, in my judgment, could adversely affect 
COM M UNITY INDEPENDENT LIVIN G SYSTEM S, IN C.'s ability to record, process, summarize and 
report finan cial data consistent with th e as sertions of m an agement in th e finan cial statements. The 
reportable condition is described in th e accompan ying schedule of t"mdings an d questioned co sts as item 
99-1. 



A material weakness is a condition in which the design or operation of one or more of the internal co ntrol 
co mponents does not reduce to a relatively low level the risk that misstatements in amounts that would be 
material in relation to the financial statements being audited  may occur and not be detected  within a timely 
period by employees in the norm al co urse of performing their assigned functions. M y co nsideration of the 
internal co ntrol over finan cial reporting would not necessarily disclose all matters in the intern al co ntrol that 
might be reportable co nditions and, accordingly, would not necessarily disclose all reportable conditions that 
are also co nsidered to be material weaknesses. However, I co nsider th e reportable co ndition described  above, 
item 99-1, to be a material weakness. 

1 noted  other matters involving intern al co ntrol over financial reporting that I have repo rted  to the 
management of COM MUNITY IN DEPENDENT LIVING SYSTEM S, INC. in a separate letter dated  
December 29, 1999. 

This report is intended for the Board of Directors, man agement, the Office of the Louisian a Legislative 
Auditor and an y cogn izan t agency an d should not be used  for an y oth er purpose. 

Curtis M ichael Johnston 
Certified  Public Acco untan t 
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IN DEPENDENT AUDITOR'S REPORT ON COM PLIANCE 
W ITH RE QUIRE MENTS APPLICABLE TO ITS MAJOR PROGRAMS 

AND IN TERNAL CONTROL OVER COM PLIANCE IN 
ACCORDANCE W ITH OM B CIRCULAR A-133 



CURTIS MICHAEL JOHNSTON, C.P.A. 
2491 Oak Manor Court ~ Baton Rouge, LA 708 I0 ~ (504) 766-6932 

December 29, ) 999 

"
o the Board of Directors 
3ommunity Independent Living Systems, Inc. 

have audited the complian ce of COM M UN ITY IN DEPENDENT LIVING SYSTEM S, INC. with th e types 

bf compliance requirements described in the U.S Office of Management and Budget (OMB) Circular A-133 
~ompliance Supplement that are applicable to its major federal programs for the year ended June 30, 1999. 
~OMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s major federal programs are identified in the 
ummary of auditor's results section of the accompanying Schedule of Findings an d Questioned Costs. 
~ompliance with the requirements of laws, regulations, an d contracts applicable to its major federal 
~rogram s is the responsibility of COM M UN ITY IN DEPENDENT LIVING SYSTEM S, IN C.'s 
nanagement. M y responsibility is to express an opinion on COM M UN ITY IN DEPENDENT LIVING 
;YSTEM S, INC.'s co mpliance  based on my audit. 

co nducted  my audit in accordance with generally accepted  auditing stan dards, th e stan dards applicable to 
inan cial audits contained  in Govem ment Auditing Standards, issued by the Comptroller General of the 

Jnited States, and the OMB Circular A-133, Audits of States, Local Governments and Non-Profit 
)rganizations. Those stan dards an d OM B Circular A-133 require that I plan  an d pe rform the audit to 
~btain reasonable assuran ce  about wheth er noncompliance  with th e types of co mplian ce requirements 
eferred to above that co uld have a direct an d material effect on a major federal program  occurred . An audit 
ncludes examining, on a test basis, evidence  about COM M UN ITY IN DEPENDENT LIVING SYSTEM S, 
NC.'s co mplian ce  with th ose requirements an d perform ing such other proce dures as I co nsidered  necessary 
a the circumstan ces. I believe that my audit provides a reas onable basis for my opinion. M y audit does not 
~rovide a legal determination on COM MUNITY INDEPENDENT LIVIN G SYSTEM S, 1NC.'s complian ce  
vith those requirements. 
"he results of my tests disclosed  no instan ces of nonco mplian ce th at are required  to be reported. 

n my opinion, COM M UNITY INDEPENDENT LIVIN G SYSTEM S, INC. complied , in all material 
espccts, with the requirements referred to above that are applicable to each of its major federal programs for 
he year ended  June 30, 1999. 

- 13- 



The management of COM M UNITY INDEPENDENT LIVING SYSTEM S, INC. is responsible for 
establishing and maintaining effective intern al control over compliance with requirements of laws, 
regulations, and co ntracts applicable to federal program s. In planning and perform ing my audit, I co nsidered  
COM M UNITY IN DEPENDENT LIV IN G SYSTEM S, INC.'s internal co ntrol over co mplian ce with 
requirements that could have a direct and material effect on a major federal program  in order to determine my 
auditing procedures for the purpose of expressing my opinion on co mplian ce an d to test an d report on 
intern al co ntrol over co mplian ce in accordan ce with OM B Circular A-133. 

l noted  a certain matter involving the internal co ntrol over co mplian ce and its operation that I co nsider to be 
a reportable co ndition. Reportable conditions involve matters co ming to my attention relating to significan t 
deficiencies in the design or operation of the internal control structure over compliance that, in my judgment, 
could adversely affec t COM MUN ITY INDEPENDENT LIVING SYSTEM S, INC.'s ability to administer a 
major federal program  in accordance with applicable requirements of laws, regu lations, and contracts. The 
reportable condition is described in the accompan ying sched ule of findings an d questioned costs as item 
99-2. 

A material weakness is a co ndition in which th e design or operation of one or more of the internal control 
components does not red uce to a relatively low level the risk th at noncomplian ce w, ith applicable 
requirements of laws, regu lations, and co ntracts that would be material in relation to a major federal prograna 
being audited  may occur an d not be detec ted  with in a timely period by employees in the norm al co urse of 
perform ing their assigned  functions. M y consideration of internal co ntrol over complian ce  would not 
necessarily disclose all matters in th e intern al co ntrol th at m ight be reportable co nditions an d, accordingly, 
would not necessarily disclose all reportable conditions that are also co nsidered to be material weaknesses. 
However, I consider the reportable condition described above, item 99-2, to be  a material weakness. 

1 noted  other matters involving intern al control over co mplian ce  and its operations th at I have repo rted  to the 
management of COM MUNITY INDEPENDENT LIVING SYSTEM S, IN C. in a separate letter dated  
December 29, 1999. 

This repo rt is intended  for th e Board of Direc tors, m an agement, the Office  of th e Louisian a Legislative 
Auditor an d an y co gnizan t agency an d should not be used  for an y other purpose. 

Curtis M ichael Johnston 
Certified Public Accountant 
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COM M UNITY INDEPENDENT LIVING SYSTEM S, INC. 
Baton Rouge, Louisiana 

Schedule of Findings and Questioned Costs 
For the fiscal year ended June 30, 1999 

Section l - Sum m ary of Auditors Results 

Financial Statements 

Type of auditor's report issued: 

Internal control over financial reporting: 
M aterial weaknesses identified ? 
Reportable co nditions identified not 
considered  to be material weaknesses? 

Nonco mpliance material to financial statements noted ? 

Fed eral Awards 

lntemal control over major programs: 
M aterial weaknesses identified ? 
Reportable conditions identified  not 
co nsidered  to be material weaknesses? 

Type of auditor's report issued  on co mplian ce 

for major program s: 

UNQUALIFIED 

YES 

NO 

NO 

YES 

NO 

UNQUALIFIED 

Any audit findings disclosed  that are required  
to be reported in accordance with Circular A-133, 
Section 510(a)? YES 

Identification of major program s 

CFDA Numbers 

93.561 
93.645 

F 

Projeetlndependence 
Foster Care 

Dollar threshold used to distinguish be tween Type A 
and Type B progr ams: 

Auditee  qualified as low-risk auditee ? 

- 15 - 

$300,000 

NO 
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Section I! - Financial Statement Findings 

Reference No. 99-1 

Schedule 3 
Continued 

Statement of Condition: The functions of billing, cash receipts, cash disbursements, recording 
transactions in the accounting records and reconciling ban k accounts are performed  by the saane 
employee. 

Criteria: Adequate internal co ntrol requires that these duties be appropriately segregated. 

Cause of Condition: Due to limited acco unting staff there is not adequate segregation of duties 
over these functions. 

Effect: This type of intern al co ntrol weakness could result in errors or irregularities th at would be 
hard to detec t since th e sam e person han dles all functions. 

Recom m endation: M anagement has made progr ess in implementing some co mpe nsating co ntrols, 
such as approving all in voices before checks are signed , and reviewing bank statements an d can celed 
checks each month. M an agemen t should also co nsider assuming some of the duties of the 
accountant or cross-training other employees to perform  some of the duties on a rotation basis. 

Response: M anagement will co ntinue to evaluate th e situation an d attem pt to develop some 
additional effective co mpen sating co ntrols. 

Section 111 - Federal Award Findings and Questioned Costs 

Reference No. 99-2 

CFDA Number: 

Program Title: 

93.561 
93.645 

Project Indepe ndence Program 
Foster Care Program  

Federal Agency: Departmen t of Health an d Human  Services 

Pass-through-Entity: Louisiana Department of Social Services 

Statement of Condition: The functions of billing, cash receipts, cash disbursements, recording 
transactions in the accounting records and reconciling bank accounts are performed  by the sam e 
employee . 
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Criteria: Adequate intern al control requires that th ese duties be appropriately segregated 

Sched ule 3 
Continued 

Cause of Condition: Due to limited accounting staff th ere is not adequate segregation of duties 
over these functions. 

Effect: This type of intern al co ntrol weakness co uld result in errors or irregularities that would be 
hard to detect since the same person handles all functions. 

Recommendation: M anagement has made progress in implementing some compensating co ntrols, 
such as approving all invoices before chec ks are signed , and reviewing bank statements and canceled  
chec ks each month. M anagement should also consider assuming some of the duties of the 
accountant or cross-training other employees to perform some of the duties on a rotation basis. 

Response: M anagement will co ntinue to evaluate the situation and attem pt to develop some 
additional effec tive co mpensatin g co ntrols. 

The accompan ying notes are an integral part of this statement. 
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COM M UNITY INDEPENDENT LIVING SYSTEM S, INC 
Baton Rouge, Louisiana 

Financial Statem ent Findings 

Reference No. 98-1 

Sum m ary Schedule of Prior Audit Findings 
For the fiscal year ended June 30, 1999 

Schedule 4 

Statement of Condition: Time sheets do not always contain approval signatures of employees and 
their supervisors. 

Status of Findi ng: Corrective action was taken 

Reference No. 98-2 

Statement of Condition: The functions of billing, cash receipts, cash disbursements, recording 
transactions in the accounting records an d reconciling ban k accounts are performed by the same 
em ployee. 

Status of Findi ng: Partial co rrective action was taken. M anagement has made progress in 
implementing some co mpensating co ntrols, such as approving all invoices before cheeks are signed, 
an d reviewing bank statemen ts an d canceled chee ks each month . M an agement plan s to co ntinue 
evaluatin g the situation and attempt to develop some additional effective co mpensating co ntrols. 

Reference No. 98-3 

Statement of Condition: The accounting system captures Project Independence Program  expenses 
by regional location and not by individual co ntract. 

Status of Finding: Correc tive action was taken 

Reference No. 98-4 

Statement of Condition: The Louisiana Department of Soc ial Services (DSS) disallowed the co st 
of certain related party data processing equipment leases with Community, Training, M anagement, 
Evaluation. 

Status of Finding: Corrective action was taken. 

- 18- 



Federal Award Findings and Questioned Costs 

Reference No. 98-5 

Schedule 4 
Continued  

Statement of Condition: Time sheets do not always contain approval signatures of employee s and 
their supervisors. 

Status of Finding: Corrective action was taken 

Reference No. 98-6 

Status of Finding: Corrective action was tak en 

Reference No. 98-7 

Statement of Condition: The functions of billing
, cash receipts, cash disbursements, recording 

transactions in the accounting records an d reconciling bank accounts are performed  by the same 
employec . 

Reference No. 98-8 

Statement of Condition: The accounting system captures Project Independence Program expenses 
by regional location an d not by individual co ntract. 

Status of Finding: Corrective action was tak en 

Reference No. 98-9 

Statement of Condition: The Louisiana Department of Social Services (DSS) disallowed the co st 
of certain related party data processing equipment leases with Community

, Training, M anagement, 
Evaluation. 

Status of Finding: Corrective action was taken. 
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COM M UNITY INDEPENDENT LIVING SYSTEM S, INC 

BATON ROU GE, LOU ISIA N A 

M AN AGEM ENT LETTER 

June 30, 1999 

Curtis M ichael Johnston, CPA 



CO N FIDENTIAL 

Decem ber 29, 1999 

To the Board M em be rs 
Com m unity Independent Living System s, Inc. 

1 have audited the general purpose financial statem ents of COM M UN ITY INDEPENDENT 
LIVING SY STEM S, IN C. as of an d for the year ended June 30, 1999. In plan ning and 
pe rform ing m y audit of the finan cial statem ents of CO M M UNITY IN DEPENDENT LIV ING 
SYSTEM S, INC., I considered intern al control in order to determ ine m y auditing procedures for 
the purpose of expressing m y opinion on th e finan cial statem ents and not to provide as suran ce on 
internal co ntrol. 

D uring m y audit, 1 noted ce rtain m atters involving the internal control and oth er ope rational 
m atters that are presented for your considera tion. These com m ents an d recom m endations, all of 
which have been discussed with th e appropriate m em be rs of m anagem ent, are intended to 
im prove internal control or result in other operating efficiencies and are sum m arized as follows: 

Reference No. 1 : RECORDING ACCOUNTS PAYABLE AT YEAR END 

Account,; payable are not stated at year end. There should be a review of invoices at year  end to 
determ ine which ones are for th e current year  that will be  paid in the next accounting period. 

These should then be  recorded as acco unts payable at year end. 

M y proced ure s are designed prim arily to enable m e to form  an  opinion on the finan cial statem ents, 
and therefore m ay not bring to light all weaknesses in policies or procedur es that m ay exist. I am

, 

however, to use  m y know/edge of COM M UNITY INDEPENDENT LIVING SYSTEM S, INC .
's 

organization gained during my work to m ake com m ents an d suggestions that I hope will be useful 
to you. 

I would like to take this opportunity to acknowled ge the courtesy an d as sistance extended to me 
by the pe rsonnel of COM M UNITY INDEPEN DENT LIV ING SYSTEM S, IN C. during the 
course of m y audit. 

This re port is intended  so lely for the inform ation an d use of COM M UNITY INDEPENDENT 
LIVING SYSTEM S, 1NC.'s board m em bers and m an agem ent. However, th is report is a m atter 
of public record and its distribution is not lim ited. 

V ery truly yours, 

Curtis M ichael Johnston, CPA 



CO M M UNITY INDEPENDENT LIVING SYSTEM S, 1NC 
8261 SU M M A A V EN U E, SU ITE H 

BA TO N RO U G E, LA 70810 

CO RRECTIV E ACTIO N PLA N 
FO R 1999 FISCAL Y EAR M A NAG EM ENT LE'Iq~ER CO M M ENTS 

Reference N o. 1 

D ec.em ber 29, 1999 

M anagem ent will review unpaid invoices at year end for accrual and re cording of accounts 
payable. 



CO M M UNITY INDEPENDENT LIVING SYSTEM S, INC. 
8261 SU M M A A V EN U E, SU ITE H 

BATO N RO UG E, LA 70810 

CO RRECTIVE ACTIO N PLA N 
FO R 1999 FISC A L Y EA R A U D IT FIN D IN G S 

Reference No.99-1 and N o. 99-2 

D ecem ber 29, 1999 

Finding: The functions of billing, cash receipts, cash disbursem ents, recording transactions in the 
accounting records and reconciling bank accounts are perform ed by the sam e em ployee. 

Response: M anagem ent will continue to evaluate the situa tion and attempt to develop som e 
additional compen~ ting controls to re duce risk. 

M e]anie M eyers ~ / 
Executive D irector 



CO M M U N ITY IND EPEND ENT LIV ING SYSTEM S, INC 
8261 SU M M A A V EN U E, SU ITE H 

BATO N RO UG E, LA 70810 

CO RRECTIV E ACTIO N PLA N 
FO R 1998 PR IO R FISCA L Y EA R A U D IT FIN D IN G S 

Reference N o.98-2 and N o. 98-7 

Decem ber 29, 1999 

Finding: The functions of billing, cash receipts, cas h disbursem ents, recording transactions in the 
accounting records and reconciling bank accoun ts are perform ed by th e sam e em ployee. 

Response: M anagem ent will continue to evaluate th e situation and attem pt to develop som e 
additional com pensa ting controls to reduce  risk. 

M e~an ~e M eyers i/  
Executive Director 


