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INDEPENDENT AUDITOR'S REPORT To the Board of Directors Colmnunity Independent Living Systems, lnc I have audited the accompanying balance sheet of COMMUNITY INDEPENDENT LMNG SYSTEMS, INC. Inc. as of June 30, 1996, and the related statements of income, retained earnings, and cash flows for the year then ended. These financial statements are the responsibility of the company's management. My responsibility is to express an opinion on these financial statements based on my audit. 1 conducted my audit in accordance with generally accepted financial audits contained in Government Auditinz Standards auditing standards and the standards for issued by the Comptroller General of the United States. Those standards require that 1 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 *,he financial statements. An audit also includes assessing the accounting principles used and significant estimates made by nmnagoment, as well as evaluating the overall financial statement presentation. 1 believe that my audit provides a reasonable basis for my opinion. In September, 1995, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. established a self-insured medical insurance plan, COMIVIUNITY INDEPENDENT LIVING SYSTEMS, INC. Employee Benefit Plan, for its employees. Govemmental Accounting and Financial Reporting Standards for self-insured employee benefit plans requires that a liability for Reported But Unpaid Claims and Incurred But Unreported Claims expenses be accrued in the fmaneinl shatements. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s financial statements for the fiscal year ended June 30, 1996, did no~ reflect an accrued liability for Reported But Unpaid ClairrLs and Incurred But Unreported Claims. In my opinion, except for the effe.x~ts of such adjustments relating to a liability for Reported But Unpaid Claims and Incurred But Unreported Claims, the financial statements referred to above present fairly, in all material respects, the financial position of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. at June 30, 1996, and the results of its operations and its cash flows for the years then ended, in conformity with generally accepted accounting principles. My audit was made for the purpose of forming an opinion on the general purpose financial statemealts taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purpcees of additional analysis and is not: a required part of the financial statements of the company. Such information has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, in my opinion, is fairly presented in all material respects m relation to the general purpose financial statements taken as a whole. In aozordance with Government Auditing Standards, I have also issued a report dated February 5, 1997, on my censideration of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s internal control streeture and a report dated Febma~ 5, 1997, on its eon~pliance with laws and regulations. 
Dale P. LeJeune Certified Public Accountant February 5, 1997 



Exhibit A COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. Baton Rouge, Louisiana 

ASSETS 
CURRENT Cash Investments Accounts receivable Total current assets 

BALANCE SHEET June 30, 1996 

PROPERTY AND EQUIPMENT Equipment Less: Accumulated Depreciation Total property and equipment Total assets 
LIABILITIES AND FUND EQUITY Current Liabilities Accounts payable Refund due Office of Family Support Wages payable Insurance premiums payable Accrued taxes payable Income tax payable Deferred tax Total current liabilities 

Fund Equity Total liabilities and fund equity 
]'he accompanying notes are an integral part of this statement. -2- 

$233,860 109,905 169.926 513.691 
149,636 (60,048) 89.588 

$2,708 2,402 10,191 6,774 5,667 28,477 29.468 85,687 517.592 



Exhibit B COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. Baton Rouge, Louisiana STATEMENT OF REVENUES, EXPENSES AND CHANGES IN FUND EQUITY 
Revenues Client services Interest and dividends Total revenues 

For the year ended June 30, 1996 

Expenses Salaries and related benefits Professional services Office supplies Operating expenses Travel Advertising Utilities Rent Insurance Dues and subscriptions Maintenance and repairs Payroll taxes Income taxes Depreciation Miscellaneous 
Total expenses Excess revenues over expenditures 
Fund equity at beginning of year Fund equity at end of year 
l'he accompanying notes are an integral part of this statement. -3- 

$1,542,182 1.865 
1.544.047 
853,206 17,430 22,695 56,554 30,047 277 50,450 352,157 9,909 1,663 4,987 68,422 10,944 14,578 8.890 1,502,209 $41,838. 
475.754 $517,592 



Exhibit C COMMUNII"Y INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, Louisiana STATEMENT OF CASH FLOWS For the year ended June 30, 1996 CASH FLOWS FROM OPERATING ACTIVITIES Net income Adjustments to reconcile net income to net cash provided by operating activities: Depreciation Loss on disposal of assets Change in operating assets and liabilities: Accounts receivable Prepaid taxes Prepaid leases Accounts payable Refund due Office of Family Support Wages payable Insurance premiums payable Accrued taxes Deferred tax Income tax payable Net cash provided by operating activities 
(;ASH FLOWS FROM INVESTING ACTIVITIES Equipment acquisitions Net increase (decrease) in cash and cash equivalents (;ASH AND CASH EQUIVALENTS Beginning of year End of year 
The accompanying notes are an integral part of this statement. =4- 

$41,838 
14,578 8.737 
83,570 16,802 6,870 (14,379) 2,402 10,191 6,774 (22,972) (34,335) 28.477 148.553 

116,227 
22.7.538 $343,765 



E xJ~ib~ COMMUNITY INDEPENDENT LMNG SYSTEMS, INC Baton Rouge, Louisiana 
NOTES TO FINANCIAL STATEMENTS NOTE 1 - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A. Nature of A(,~ivities COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. is a human service provider corporation. The company provides case management, independent living skills and counseling to individuals in the community including, but not limited to the following: develop job skills, develop personal and work adjustment, provide, develop and promote employment opportunity promote independent leaming skills 

B. Financial statements The accompanying financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. have been prepared on the accrual basis of accounting 
C. Income Tax Status 

The provision for income tax expense for the period ended June 30, 1996 was $10,944. The deferred tax liability at June 30, 1996 was $29,468, which represeats a future tax liability to the organization caused by tmiin:g differences between income and expenses reported for tax purposes and income and expenses reported under generally accepted accounting principles. 
D. Investments Investments are presented in the financial statements at the lower of cost or market 
E. Accounts receivable Accounts receivable represent fees for service contracts and cost-reimbursement contracts -5- 



Exhibit D Corainued F. Property, equipment and depreciation Property and equipment am recorded at cost. Depreciation is computed using the straight-line method over the estimated service lives of the assets. 
G. Revenue recognition The company records revenues as services are rendered and invoiced 
NOTE 2 - PROPERTY AND EQUIPMENT Property and equipment, related service lives, and accumulated depreciation at June 30, 1996, are as follows Estimated Servis&L.Li_ves Furniture and equipment Vehicles Property and equipment Less: accumulated depreciation Total Property and equipment 

8 yea~ 9-11 years $ 78,127 71L~509 $149,636 [_.60,048) $=89_.58_8_ Depreciation expense was $14,578 for the year ended June 30, 1996 
NOTE 3 - SELF INSURED EMPLOYEE BENEFITS PLAN In September, 1995, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. established a self-insured employee benefit plan. The benefit plan is administered by a third party and uses a reinsurance agreement to reduce COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. exposure to large losses on medical insumnee claims. Reported But Unpaid Claims and Incurred But Unreported Claims are not recorded as estimated liabilities m COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. financial statement for the fiscal year ended June 30, 1996. The following is a summary of the self-insured benefit plan's activity for the fiscal year ended June 30, 1996 Employee/Employer Premimn Contributions $58,038 Miscellaneous Income ___1_~500 Total Income .$5_9_ ~5 3_8- 



Continued 
Medical Expenses Paid Reinsurance Expense Lifi~ Insurance Premiums Third Party Administrator Fees Miscellaneous Expenses Total Expenses Net Fund Increase (Decrease) 
NOTE 4 - ECONOMIC DEPENDENCY 

$40,400 15,013 2,328 2,908 __~6_~ $66~313 

During the year ended June 30, 1996, the company received a significant portion of its revenues through the State of Louisiana. The amounts applicable to the year ended June 30, 1996 are as follows: 
Receivable, beginning of year Revenues enmed and invoiced Collections $ 253,496 1,534,865 ~K62~ Receivable, end of year $ ~_._16_8~3&Q 
NOTE 5 - RELATED PARTY TRANSACTIONS COMMUNITY INDEPENDENT L/VING SYSTEMS, INC. leased computer equipment during the fiscal year ended June 30, 1996, from a company owned by the Executive Director of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.. The leased computer equipment is used to help tram participants of the Project Independence Programs located in Raceland, New Orleans, and Hammond, Louisiana.. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. made lease payments to the coroh~any totaling $120,575 for the fiscal year ended Jmle 30, 1996. COMMUNrI'Y INDEPENDENT LIVING SYSTEMS, INC. rented an apartment during the fiscal year ended June 30, 1996, whioh is owned by the Executive DireCtor of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.. The apartment was ranted for a Louisiana Rehabilitation Services Program. client. Tae total amount of rent paid by COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. for the apartment, for the year ended June 30, 1996, was $2,400. 
NOTE 6 - COMPENSATED ABSENCES Vacation and sick lenve 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 boon accrued at June 30, 1996. -7- 



Exhibit D Continued 
NOTE 7 - BOARD OF DIRECTORS 

NOTE 8 - SUBSEQUENT EVENTS In September, 1996, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. discontinued its self- insured benefit plan and obtained a medical insurance policy with a commercial insurance company. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. receives telecommunications service through the State of Louisiana, Office of Telecommunications Management, for its Baton Rouge and Hammond omces. In Janua.ry, 1997, the Office of Teleeonununications Management notified COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. of its intent to discontinue telocommunications services unless COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. can provide evidence, that its qualifies for the services under the criteria outlined in the OTM Administrative Code. 



Special Independent Auditor's Reports COMMUNITY INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, Louisiana 
June 30, 1996 



 

INDEPENDENT AUDITOR'S REPORT ON INTERNAL CONTROL STRUCTURE IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS To the Board of Directors Community Independent Living Systems, lnc I have audited the financial statements of COMMUNYFY INDEPENDENT LIVING SYSTEMS, INC., as of and for the year ended June 30, 1996, and have issued my report thereon dated February 5, 1997. 
1 omducted my audit in accordance with genemny accepted auditing standards, the standards for financial audits contained in Govemment Auditing Standards, issued by the Comptroller General of the United States, and the provisions of OMB Circular A-128, Audits of State and Local Govemments. Those standards and OMB Circular A-128 require that 1 plan and perform file audit to obtain reasonable assurance about whether the general purpose financial statements are fi'ce ofnmterial misstatement and about whether COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. complied with laws and regulations, noncompliance with which would be material to a major federal financial assistance program. In planning and performing my audit of the fmancial statements of COMMUNITY INDEPENDENT LlXqNG SYSTEMS, INC., for the year ended June 30, 1996, I considered its intemal control structure 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 internal control structure. The management of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgnaents by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an intemal control structure are to provide management with reasonable, but not absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with nmnagement's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accx)unting principles. Because of inherent limitations in any internal control structure, errors or irregnlarities may nevertheless occur and not be detected. Also, projection of any evaluation of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation or policies and procedures may deteriorate. For the purpose of this report, 1 have classified the significant intemal control structure policies and procedures in the following categories: Accountine Aonlications Billings Cash receipts Cash l)isbursement~s Revenues and receivable Purchasing Payroll Property and equipment 



General re e~uirements Political activity Civil fights Cash management Federal financial reports Allowable cost/cost principles Administrative requirements .Specific Requirem_~_en~ Types of services Eligibility of cost Reporting Cost allocation For all the internal control structure categories listed above, I obtained an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and I assessed control risk 1 noted certain matters involving the intomal control structure and its operation that ! consider to be a reportable condition under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of the internal control structure that, in my judgment, could adversely affect the organization's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. 
REPORTABLE CONDITION REPORTING Observation: The organization requested reimbursement for cost in the operations of the Project Independence Program through monthly cost reports/invoices. A comparison of the cost reports to the organization's general ledger reflected that on ~x~;asion the general ledger balances were not in agreetnent with the requests for reimbursements. Specifically, (1) the allocation of salary expenses in the general ledger for employees working on multiple programs occasionally was not in agreement with the cost report.s/invoices; and (2) prepaid expenses, (e.g. building rent, computer leases) were expensed in the general ledger in the month paid, which does not agree with the cost reports/invoices. Recommendation: I recommend that all salary expenses for the Project Independence Program be recon ciled to the monthly cost reports/invoices and appropriate adjustments to the general ledger be made timely, in addition, all prepaid expenses should be amortized in the general ledger over the effective months and reconciled to the monthly Project Independence Program cost reports/invoices. Management Response: We agree with this finding and recommendation and will ensure that the general ledger accounts and monthly cost reports/invoiees are reconciled monthly and appropriate adjustm~ts are made to the general ledger. -10- 



SEGREGATION OF DUTIES Observation: The functions of invoicing, cash receipts, cash disbursements, recording transactions in the accounting records and reconciliation of bank accounts are peffonued by the same employee. 

Management Response: We agree with this finding and recommendation and will take necessary measures to help ensure that the duties of this employee are properly segregated or establish adequate compensating controls. 

My consideration of the internal control structure would not necessarily disclose all matters in the internal control structure that might be reportable conditions and, accordingly, would not n~essarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. 1 also noted other matters involving the intemal control structure and its operation that I have reported to the management of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. in a separate letter dated Febnuary 5, 1997. This report is intended for the infommtion of management. This restriction is not intended to limit the distribution of this report, which is a naatter of public record. 
Certified Public Accountant February5, 1997 

-11- 



 

INDEPENDENT AUDITOR'S SINGLE AUDIT REPORT ON THE INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
To the Board of Direotors Community Independent Living Systems, Inc I have audited the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., for the year ended June 30, 1996, and have issued my report thereon dated February 5, 1997. 1 have also audited COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'S compliance with requirements applicable to major federal financial assistance programs and have issued my report thereon dated February 5, 1997. I o~nducted my audit in accordance with generally aocepted auditing standards; Govemment Auditing Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A- t 2g, Audits of State and Local Governments. Those standards and OMB Circular A- 128 require that 1 plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatenmat and about whether COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., complied with laws and regulations, non-compliance with which would be material to a major federal financial assistance program. In planning and performing my audit of the year e~ded June 30, 1996, I considered the organization's intemal contre~ stmc~ture in order to detenmne my auditing procedures for the purpose of expressing my opinion on the organization's financial statements and on its compliance with requirements applicable to major programs and not to provide assurance on the internal control stru~ure. This report addresses my consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal financial assistance programs. The: management of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., is responsible for estsblishmg and maintaining an internal control structure, in fulfilling this responsibility, estimates and jud~nents by management are required to assess the expected benefits and related costs of internal control structure policies and procedures. The objectives of an internal control structure are to provide management with reasonable, but not ab~inte, assurance that assets are safeguarded against loss from unauthorized use of disposition, that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of general-purpose financial statements in accordance with generally accepted accounting principles, and that federal financial assistance programs are managed in compliance with applicable laws and regulations. Because of inherent limitations in any i,atemal control structure, errors, irregularities, or instances of noncompliance may nevertheless occur and not be detected. Also, projection of any evaluati~a of the structure to future periods is subject to the risk that procedures may become inadequate because of changes in conditions or that the effectiveness of the design and operation of policies and procedures may deteriorate. 
For the purpose of this report, l have classified the significant internal control structure policies and pr~'x~clures used in administering federal financial assistance programs in the following categories: 
Billings Cash receipts -12- 



Cash disbursements Revenues and receivable Purchasing Payroll Property and equipment General requirem~_l~ Political activity Civil rights Cash management Federal financial reports Allowable cost/cost principles Administrative requirements .~ecific R ggloirement_s Types of sezvices Eligibility of cost Reporting Cost allocation For all the intemal control structure categories listed above, 1 obtained an understanding of the design of relevant policies and procedures and determined whether they have been placed in operation, and I assessed control risk. I performed tests of controls, as required by OMB Circular A-128 to evaluate the effectiveness of the design and operation of internal control structure policies and procedures that I considered relevant to preventing or d~cting material noncorapliance with specific requirements, general requirements, and requirements governing claims for reimbursements that are applicable to the organization's major federal financial assistance programs, which are identified in the accompanying schedule of federal financial assistance. My procedures were less in scope that would be necessary to render an opinion on these internal control structure policies and procedures. Accordingly, I do not express such an opinion. 1 noted certain matters involving the intemal control structure and its operation that I consider to be a reportable condition under s~andards established by the American Institute of Certified Public Accountants. Reportable conditions involve rrtat~ers coming to my attention relating to significant deficiencies in the design or operation of the internal control structure that, in my judgment, could adversely affect the organization's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. 
REPORTING REPORTABLE CONDITION 
Observation: The organization requested reimbursement for cost in the operations of the Project Independence Program through monthly cost reports/invoices. A comparison of the cost reports to the organization's general ledger reflected that on occasion the general ledger balances were not in agreement with ate requests for -13- 



reimbursements. Specifically, (1) the allocation of salary expenses in the general ledger for employees working on mu/tiple programs occasionally was not in agreement with the cost reports/invoices; and (2) prepaid expenses, (e.g. building rent, computer leases) were expensed in the general ledger in the month paid, which does not agree with the cost reports/invoices. Recommendation: I rceommend that all salary expenses for the Project Independence Program be reconciled to the monthly cost reports/invoices and appropriate adjustments to the general ledger be made timely. In addition, all prepaid expenses should be amortized in the general ledger over the effective months and reconciled to the monthly Project Independence Program cost reports/invoices. Management Respoose: We agree with this finding and recommendation and will ensure that the general ledger accounts and monthly cost reports/invoices are reconciled monthly and appropriate adjustments are made to the general ledger. SEGREGATION OF DUTIES Observation: The functions of invoicing, cash receipts, cash disbursements, recording transactions in the accounting records and reconciliation of benk accounts are performed by the same employee. Recommendation: Tin; functions of invoic/ng, cash receipts, cash disbursements, recording and reconciliation should be segregated and performed by diffcnmt employees. Where this is not feasible, compensating controls should be established to help ensure that any errors or irregularities are discovered and corrected timely. Management Response: We agree with this finding and recommendation and will take necessary measures to help ensure that the duties of this employee are properly segregated or establish adequate compensating controls. A material weakness is a reportable condition in which the design or operation of one or more of the internal control structure elements does not reduce to a relatively low level the risk that noncompliance with laws and regulations that would be material to a federal financial assistance program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. My consideration of the internal control structure would not necessarily disclose all matters in the intemal control structure that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses as defined above. I also noted other rnallers involving the internal control structure and its operation that I have reported to the management of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. in a separate letter dated February 5, 1997. 

Certified Public Accountant February 5, 1997 -14- 
of the organization. This restriction is not of public record. 



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS APPLICABLE TO FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
To the Board of Directors Community Independent Living Systems, lnc I have applied proe~xtures to test COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., compliance wil]a the following requirements applicable to each of its major federal financial assistance programs, which are identified in the schedule of federal financial assistance, for the year ended June 30, 1996: Political activity Civil rights Federal financial reports Allowable costs/cost principles 
My procedures were limited to the applicable procedures described in the Office &Management and Budget Compliance Supplement for Single Audits of State and Local Govemments. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., compliance with the requirements listed in the preceding paragraph. Accordingly, I do not express such an opinion. With respect to the items tested, the results of those procedures disclosed the following disallowed and questioned costs. 

DISALLOWED COSTS COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. purchased a copier for its Project Independence Program in Raceland, Louisiana through a lease-purchase agreement. The Project Independence Program reimbursed COMMUNITY INDEPENDENT LIVING sYSTEMS, INC. each month for the monthly ins~l|meut. The fraal installment on the copier was made in December, 1995. However, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. continued to invoice the Project Independence Program for the monthly installment which resulted in an over-rehnburseraent of $2,401.84 for the fiscal year ended June 30, 1996. A liability to reflex~ the ~-und of $2,401.84 which is due the Projeet Independence Program is included in the COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. financial statement as of June 30, 1996. Manageraent Response: We agree with this finding and will refund the Project Independence Program $2,401.84 
QUESTIONED COSTS COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. entered into three (3) separate related pazty contracts to lease computer equipment frora a company owned by the Executive Director of COMMUNITY INDEPENDENT LMNG SYSTEMS, INC.. The lensed computer equipment was used for the Project -15- 



lndependenee Programs located in Raceland, New Orleans and Hammond, Louisiana. The stated terms of the three (3) contracts for the computer equipmeat ranged from one (1) year to three (3) years and were all n~a-cancelable. The monthly lease payments ranged from $100 to $150 per computer, which is more representative era rnonth-to-month computer lease than an annual or multi-year computer lease. The Project Independence Program, which is administered by the Louisiana Depaament of Social Services, Office of F~0nily Support, reimbursed COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. $111,208.34, for the leased computer equipment, for the fiscal year ended June 30, 1996. M~magement Response: The rates charged for these computer equipment leases are in fact based on a month-to-month contract, b~use payment is totally contingent on COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s corttinuanee of the Project Independence Program contracts, which all have a thirty (30) day cancellation clause. For example, the Project Independence Basic Education Program contract in New Orleans was carxceled in September, 1996, and COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. did not continue to pay for the leased computers that were being used by the Project Independence Basic Education Program. Furthermore, the Louisiana I)epamnent of Social Services, Office of Family Support obviously found these rates to be reasonable since they approved the monthly reimbursemeat requests for the entire fiscal year. We will, however, amend the computer equipment leases to clearly reflect that the leases are eancelable if,COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. 's Project Independence Program contracts are canceled. This report is intended for the information of the management of'the organization. This restriction is not int~aded to limit the distribution of'this report, which is a matter of'public record. 
Dale P. l~Jeune Celtified Public Accotmtant February 5, 1997 

-16- 



 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE W1TH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS To "the Board of Directors Community Independent Living Systems, Inc I have audited the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. as of and for the year ended June 30, 1996, and have issued my report dated February 5, 1997. I have also audited COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s compliance with the requirements governing types of services allowed or unallowed; eligibility; ropoaJng and claims for reimbursements that are applicable to each of its major federal financial assistance programs, which are identified in the accompanying schedule of federal financial assistance, for the year ended June 30, 1996. I have audited the schedules of reimbursable costs and audited rate components derived from the Foster Care cost report of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'S for year ended June 30, 1996. The management of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. is responsible for the organization's compliance with those requirements. My responsibility is to express an opinion on compliance with those requirements based on my audit:. 
1 conducted my audit in accordance with generally accepted auditing standards, Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits of State and Local Governments". Those standards and OMB Circular A-12g require that I plan and perform the audit to obtain reasonable assuranoe about whether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the organization's compliance with those requirements. I believe that my audit provides a reasonable basis for my opinion. The results of my audit procedures diselosed the following disallowed and questioned costs 

DISALLOWED COSTS COMMUNITY INDF, PENDENT LIVING SYSTEMS, INC. purchased a copier for its Project Independence Program in Raceland, Louisiana through a lease-purchase agreement. The Project Independence Program reimbursed COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. each month for the monthly installment. The final insta|Iment on the copier was made in December, 1995. However, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. continued to invoice the Project Independence Program for the monthly instaUment which resulted in an over-reimbursement ot"$2,401 .g4 for the fiscal year ended June 30, 1996. A liability to reflect the refund of $2,401.84 which is due the Project hdependence Program is included in the COMMUNITY INDEPENDENT LMNG SYSTEMS, INC. financial statement as of June 30, 1996. Man.agemeat Response: We ;agree with this finding and will refund the Project Independence Program $2,40184 
-17- 



QUESTIONED COSTS COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. entered into throe (3) separate related party contracts to lease computer equipment from a con~any owned by the Executive Director of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.. The leased computer equipment was used for the Project Indcpmdence Programs located in Raceland, New Orleans and Hammond, Louisiana. The stated terms of the three (3) contracts for the computer equipment ranged from one (1) year to three (3) years and were all non-cancelable. The monthly lease payments ranged from $100 to $150 per computer, which is more representative era month-to-month mmputer lease than an annual or multi-year computer lease. The project Independence Program, which is administered by the Louisiana D~arancnt of Social Services, Office of Family Support, reimbursed COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. $1 t 1,208.34, for the leased computer equipmmt, for the fiscal year ended June 30, 1996. Management Resports~: The rates charged for these computer equipment leases are in fact based on a month-to-month contract, because payment is totally contingent on COMMUNITY INDEPENDENT LIVINO SYSTEMS, INC.'s continuance of the Project Indepmdence Program c(~tracts, which all have a thirty (30) day cancellation clause. For example, the Project Independmce Basic Education Program contract in New Orleans was canceled in S~latember, 1996, and COMMUNITY INDEPENDENT LIVING SYSTEMS, 1NC. did not continue to pay for the leased computers that were being used by the project Independence Basic Education Program. Furthermore, the Louisiana Department of Social Services, Office of Family Support obviously fouad these rates to be re.~sonable since they approved the monthly reimbursement requests for the entire fiscal year. We will, however, amend the computer equipment leases to clearly reflect that the leases are eancelable if COMMUNITY INDEPENDEIqF LIVING SYSTEMS, INC. 's Project Independence Program contracts are canceled. This report is intended for the information of the management of the organization. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
Dale P. LeJenne Certified Public Acxxmntanl February 5, 1997 
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INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO NON-MAJOR FEDERAL FINANCIAL ASSISTANCE PROGRAM TRANSACTIONS 
To the Board of Directors Community Independent Living Systems, Inc 1 have audited the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. as of and for the year ended June 30, 1996, and have issued my report dated February 5, 1997. In connection with my andit of the June 30, 1996 financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., and with my study and evaluation of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., internal control structure used to administer federal financial assistance programs, as required by Office of Management and Budget Circular A-128, "Audits of Slate and Local Governments", 1 selected certain transactioos applicable to the non-major federal financial assistance program for the year ended June 30, 1996. As required by OMB Circular A-128, I have performed auditing procedures to test compliance with requirements goveming types of services allowed or unallowed and eligibility that are applicable to those transactions. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s corapliance with these requirements. Accordingly, I do not express such an opinion. Witah respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the preceding paragraph, with respect to items not tested, trothing came to my a~eatiou that caused me to believe that the COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., had not complied, in all material respects, with those requirements. 
qqais report is intended for the information of the managoment of the organizaraon. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 
Dale P. LeJeune Certified Public Accountant February 5, 1997 
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COMPLIANCE REPORT BASED ON AN AUDIT OF THE BASIC FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENTAL AUDITING STANDARDS To the Board of Direx:tors Community Independent Living Systems, Inc. I have audited the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., as of and for the year ended June 30, 1996, and have issued my report thereon dated February 5, 1997. 
I omducted my audit in accordance with generally accepted auditing standards and the standards for financial and compliance audits of Government Auditing Standards, issued by the Comptroller General of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. Compliance with laws, regulations, contmas, and grants applicable to cOMMUNITY INDEPENDENT LIVING SYSTEMS, INC., is the responsibility of the organization's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, I performed tests of the organization's compliance with certain provisions of laws, regulations, contracts, and grants. However, my objective was not to provide an opinion on overall complienoe with such provisions. Accordingly, I do not express such an opinion. Malerial instances of noncompliance are failures to follow requirements, or violations of prohibitions, contained m laws, regulations, contracts, on grants that cause us to conclude that the aggregation of the mis.*qatement resulting from those failures or violations is material to the financial statements. The results of my tests disclosed the following material instances of noncompliance, disallowed costs and questioned costs. 

NONCOMPLIANCE The audit report for COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. for the period ending June 30, 1996, was not subnutted within six months of the close of the entity's fiscal year as required by Louisiana Revised Statute 24:513. Management Response: We will ensure that in the future the audit will be submitted within six months of the close &the fiscal year 
DISALLOWED COSTS COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. purchased a copier for its Project Independence Program in Raceland, Louisiana through a lease-purchase agreement. The Project Independence Program reimbursed COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. each month for the monthly installment. "lhe final installment on the copier was made in December, 1995. However, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. continued to invoice the Project Independence Program for the monthly installment ~4aich resulted in an over-reimbursement of $2,401.84 for the fiscal year ended June 30 -20 - 



1996. A liability to reflect the refund of $2,401.84 which is due the Project Independence Program is included in the COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. financial statement as of June 30, 1996. Management Response: We agree with this finding and will refund the Project Independence Program $2,401.84 
QUESTIONED COSTS COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. entered into three (3) separate related party contracts to lease computer equipment from a company owned by the Executive Director of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.. The leased computer equipment was used for the Project Independence Pmgrarns located in Raceland, New Orleans and Hammond, Louisiana. The stated terms of the three (3) contrack~ for the computer equipment ranged from one (1) year to three (3) years and were all non-eancelable. The monthly lease payments ranged from $100 to $150 per computer, which is more representative of a month-to--month computer lease than an annual or mutti-yenr computer lease. The Project Independence Program, which is administered by the Louisiana Depaament of Social Services, Office of Family Support, reimbursed COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. $111,208.34, for the leased computer equipment, for the fiscal year ended June 30, 1996. Management Response: The rates charged for these computer equipment leases are in fact based on a month-to-month contract, because payment is t:otany contingent on COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s continuance of the Project Independence Program contracts, which all have a thirty (30) day cancellation clause. For example, the Project Independence Basic Education Program contract in New Orlenns was canceled in September, 1996, and COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. did not continue to pay for the leased computers that were being used by the Project Independence Basic F-xlucation Program Furthermore, the Louisiana Department of Social Services, Office of Family Support obviously found these rates to be rensonable since they approved the monthly reimbursement requests for the entire fiscal year. We will, however, amend the computer equipment leases to dearly reflect that the leases are cancelable if COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. 's Project Independence Program contracts are canceled. This report is intended for the information &the management &the organization. This restriction is not intended to limit the distribution of this report, which is a matter of public record. 

Dale P. LeJeune Certified Public Accountant February 5, 1997 
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INDEPENDENT AUDITOR'S REPORT ON SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE To file Board of Dirootors Community Indopend~t Living Systems, lnc I have audited the financial statements of COMMUNrI~ INDEPENDENT LIVING SYSTEMS, INC., as of and for the year ended June 30, 1996, and have issued my report thereon dated February 5, 1997. These financial statements are the responsibility of the organization's m~agement. My responsibility is to express an opinion on these financial statements based on my audit. 1 conducted my audit in accordance with generally accepted auditing standar&% Government Auditing Standards, issued by the Comptroller General of the United States, and the provisions of Office of Management and Budget Circular A-128, "Audits State and Local Governments". Those standards and OMB Circular A-128 require that I 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 statements. An audit also includes assessing the accoanting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. I believe 'chat my audit provides a reasonable basis for my opinion. My audit was made for the purpose of forming an opinion on the basic financial statements of COMMUNITY INDF, PENDENT LIVING SYSTEMS, INC., taken as a whole. The accompanying schedule of federal financial assistance is presented for purposes of additional analysis and is not a required part of the basic financial statements. The information in that schedule has boon subjected to the auditing procedures applied in the audit of the hasic financial statements and, in my opinion, is fairly presented in all material respeots in relation to the basic financial statements taken as a whole. 
Dale P. LeJeune Certified Public Accountant February 5, 1997 
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DNeE ,CPA 
February 5, 1999 
To the Board Members Community Independent Living Systems, Inc. 
Doar Board Members 

6149 Mounting Dove Dr Baton Rouge, LA 70817 

FEB 7 1997 

1 have audit~l the general purpose financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. as of and for the year ended June 30, 1996. In planning and performing my audit ofth0 financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., I eonsi&~red internal control in order to determine my auditing procedures for the purpose of expressing my opinion on the financial statements and not to provide assurance on internal control. During my and~ ! t~oted certain matters invol~g the internal cmatrol and other operational matters that are preseaated for your consideration. These comments and recommendations, all of which have been discussed with the appropriate members of management, are intended to improve internal control or result in other operating effieiencies and are summarized as follows: 
COMMUNITY INDEPENDENT LWING SYSTEMS, INC., has not affixed inventory control tags ~o the moveable property i~ owns. Only moveable property purchased for the Project Independence Program is tagged. The moveable property owned by COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. should b~ tagged to help safeguard tho assets of'the organization. A physical inventory should be taken annually and reconciled with the subsidiary inventory records. 
COMMUNITY INDEPENDENT LWING SYSTEMS, INC. does not maintain a record (minutes) of its board meetings. Official minutes of all board roofings should be maintained to doeumom decisions made by the board of directors. 



COMMUNTFY INDEPENDENT LIVING SYSTEMS, INC. does not maintain vehicle logs to document the business use of its vehicles. Vehicle logs should be maintained to adequately document the business use of the vehicles owned by COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.. 
COMMUNFFY INDEPENDENT LIVING SYSTEMS, INC.'s curi~t payroll accounting system does not provide sufficicm documentation to ensure compliance with the Office of Management and Budget's revised Circular A-87, which is effective for federal awards aider September 1, 1995. The Office of Management and Budget revised Circular A-gT, which requires that salaries and vcages for employees who work on multiple federally assisted p~ograms be distributed based on either personnel activity reports or an approved statistical sampling system. Salaries and wages must be supported by documented payrolls approved by a responsible official. Personnel activity reports must (1) reflect an aRer-tho-fact actual dis~-ibution of the employees' activity, (2) account Dr the total of the employee's activities, (3) be prepared at least monthly and coincide with one or more pay periods, and (4) be signed bythe employee Budget estimates may be used for interim purposes but adjustments must be made at least quarterly to reflect actual costs. 
Employees who work on a single federally assisted program must certify at least semiannually that they worked only on that one program. 
My prcw, cdures are designed primarily to enable me to form an opinion on the financial statements, and therefore may not bring to light all weaknesses in policies or proeedures that may exist. I aim, however, to use my knowledge of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s organization gained during my work to make comments and suggestions that I hope will be useful to you. 
I would like tu take this opportunity to acknowledge the courtesy and assistance extended to me by the personnel oFCOMMUNITY INDEPENDENT LIVING SYSTEMS, INC. during the course of my audit. 



This report is intended solely for the information and use of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s board members and management. However this report is a matter of public record and its distribution is not limited. Very truly yours, 
Dale P. Leloune Certified Public Accountant 


