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MEMBEF~ DF THE SOCIETY OF L[IU[BIANA CPAB 
NElL G. FERRARI CERTIFIED PUBLIC ACCOUNTANT 14481 OLD HAMMOND HIGHWAY, SUITE 4 BATON ROUGE, LOUISIANA 70816 PHONE [504) 272-1 177 
INDEPENDENT AUDITOR'S REPORT 

To the Board of Directors, East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana. 

MEMBER OF THE AMERICAN INSTITUTE OF CP/~ 

I have audited the accompanying general purpose financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana (the Council), as of and for the year ended June 30, 1996, as listed in the table of contents. These general purpose financial statements are the responsibility of the Council's management. My responsibility is to express an opinion on these general purpose financial statements based on my audit. I 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-128 require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the general purpose financial statements. An audit also includes assessing the accounting principles used and significant estimates made by management, as well as evaluating the overall financial statement presentation. I believe that my audit provides a reasonable basis for my opinion. In my opinion, the general purpose financial statements referred to above present fairly, in all material respects, the financial position of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, as of June 30, 1996, and the results of its operations for the year then ended in conformity with generally accepted accounting principles. In accordance with Government Auditing Standards, I have also issQed a report(see page 3) dated October 11, 1996, on my consideration of East Baton Rouge Council on Aging, Inc.'s internal control structure and a report(see page i0) dated October ii, 1996, on its compliance with laws and regulations. My audit was made for the purpose of forming an opinion on the general purpose financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, taken as a whole. The accompanying financial information listed as supplementary financial information in the table of contents is presented for purposes of additional analysis and is not a required part of the general purpose 



fi Ba au f~ ma st 
Baton Rouge, Lou~is~iana, October ii, 1996. 



 

MEMBEFI OF THE SOCIETY OF LDUISIANA CPAs 
NElL G. FERRARI CERTIFIED PUBLIC ACCOUNTANT 14481 OLD HAMMOND HIGHWAY, SUITE 4 BATON ROUGE, LOUISIANA 70816 PHDNE (504~ 222-1177 MEMBER OF THE AMERICAN INSTITUTE OF CPAs 

INDEPENDENT AUDITOR'S REPORT ON THE INTERNAL CONTROL STRUCTURE BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS To the Board of Directors, East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana. I have audited the general purpose financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, (the Council) as of and for the year ended June 30, 1996, and have issued my report thereon dated October ii, 1996. I conducted my audit in accordance with generally accepted auditing standards and Government Auditinq 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 general purpose financial statements are free of material misstatement. The management of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments 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 absolute, assurance that assets are safeguarded against loss from unauthorized use or disposition, and that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of financial statements in accordance with generally accepted accounting principles. Because of inherent limitations in any internal control structure, errors, or irregularities, may nevertheless occur and not be detected. Also, projection of any ewlluation 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 po[Licies and procedures may deteriorate. In planning and performing my audit of the general purpose financial statements of East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, for the year ended June 30, 1996, I obtained an understanding of the internal control structure. With respect to the internal control structure, 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 in order to determine my auditing procedures for the purpose of expressing my opinion on the general purpose financial statements and not to provide an opinion on the internal control structure. Accordingly, I do not express such an opinion. I noted certain matters involving the internal control structure and its operation that I consider to be reportable conditions 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 entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the general purpose financial statements. The reportable conditions pages 61 to 65 of this report. reportable conditions: have been more fully discussed on The following are summaries of the 
There are situations where the design of the internal control structure is inadequate. ~ There is evidence of failure to perform tasks that are a part of the internal control structure. 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 errors or irregularities in amounts that would be material in relation to the general purpose financial statements being audited 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 internal 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. However, I noted the following matters involving the internal control structure and its operation that I consider to be material weaknesses as defined above. These conditions were considered in determining the nature, timing, and extent of the procedures to be performed in my audit of the financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, for the year ended June 30, 1996. 



There are situations where the design of the internal control structure is inadequate. There is evidence of failure to perform tasks that are a part of the internal control structure. I also noted other matters involving the internal control structure and its operations that I have reported to the management of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, during our exit conference on December 5, 1996. I have documented those matters that were discussed on pages 84 to 86 of this report. This report is intended for the information of the Board of Di:cectors, management, the Legislative Auditor of the State of Louisiana, The Corporation for National and Community Service, City of Baton Rouge, Louisiana, and the Governor's Office of Elderly Affairs. However, this report is a matte~ of public reeord and its distribution is not limited. 
Baton Rouge, Louisiana, October ii, 1996. 



 

MEMBER OF THE SOCIETY OF LOUISIANA CPAS 

P 

NElL G. FERRARI CERTIFIED PUBLIC ACCOUNTANT 14481 OLD HAMMON[:I HIGHWAY, SUITE 4 BATON ROUGE, LOUISIANA 70818 
PHONE (504) 272-117"~ 

MEMBER OF THE AMERICAN [N~TI-TLITE OF CPAs 

CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
I have audited the general purpose financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, (the Council) as of and for the year ended June 30, 1996, and have issued my report thereon dated October ii, 1996. I conducted my audit in accordance with generally accepted auditing standards; Government Auditinq Standards, issued by the Comptroller General of the United States; and Office of Management and Budget (OMB) Circular A-128, Audits of 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 general purpose financial statements are free of material misstatement. In planning and performing my audit for the year ended June 30, 1996, I considered the internal control structure of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, in order to determine my auditing procedures for the purpose of expressing my opinion on the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana's, general purpose financial statements and to report on the internal control structure in accordance with OMB Circular A-128. This report addresses my consideration of internal control structure policies and procedures relevant to compliance with requirements applicable to federal f~Lnancial assistance programs. I have addressed internal control structure policies and procedures relevant to my audit of the general purpose financial statements in a separate report dated October i], 1996(see page 3). The management of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, is responsible for establishing and maintaining an internal control structure. In fulfilling this responsibility, estimates and judgments 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 absolute, assurance that assets are safeguarded 



against loss from unauthorized use or 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 internal control structure, errors, irregularities, . or instances of noncompliance 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 of policies and procedures may deteriorate. For the purpose of this report, I have classified the significant internal control structure policies and procedures used in administering federal financial assistance programs in the following categories: Cash balances Grants, public support, program service fees, other revenues, and receivables Prepaid expenses Property and equipment Accounts payable Fund balances Expenditures for goods and services Payroll expenses and related liabilities Government financial assistance programs: ~ General requirements: Political activity civil rights Cash management Federal financial reports Allowable costs/cost principles Drug-free Workplace Act ~ Administrative requirements Specific requirements: ~ Type of services allowed or unallowed ~ Eligibility ~ Matching, level of effort, or earmarking and allowability of amounts claimed or used for matching ~ Federal financial reports and claims for advances and reimbursements ~ Cost allocation ~ Voluntary contributions by participants ~ Special reports 



 

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 policies and procedures used in administering federal financial assistance would not necessarily disclose all matters in the internal 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. However, I noted the following matters involving the internal control structure and its operations that I consider to be material weaknesses, as defined above. These conditions were considered in my audit of the financial statements of East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, for the year ended June 30, 19!)6. There are situations where the design of the internal control structure is inadequate. There is evidence of failure to perform tasks that are a part of the internal control structure. I also noted other matters involving the internal control st:cucture and its operations that I have reported to the management of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana during our exit conference on December 5, 1996. I have documented those matters that were discussed on pages 84 to 86 of this report. This report is intended for the information of the Board of Directors, management, the Legislative Auditor of the State of Louisiana, The Corporation for National and Community Service, City of Baton Rouge, Louisiana, and the Governor's Office of Elderly Affairs. However, this report is a matter of public record and its distribution is not limited. 
Baton Rouge, Louisiana, October ii, 1996. 



 

MEMBER OF THE B0ClEI~ OF LOUISIANA CPAs 
NElL G. FERRARI CER3"[FIEO PUBLIC ACCOUNTANT 14481 OLD HAMMON[} HIGHWAY, SUITE 4 BATON ROUGE, LOUISIANA 7OSl S PHONE (504) 272-1177 

MEMBER OF THE AMERICAN INSTITUTE OF CpAs 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE BASED ON AN AUDIT OF GENERAL PURPOSE FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS To the Board of Directors, East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana. I have audited the general purpose financial statements of East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana (the Council), as of and for the year ended June 30, 1996, and have issued my report thereon dated October ii, 1996. I conducted my audit in accordance with generally accepted auditing standards and Government Auditinq Standards, issued by the Co~)troller Genera] of the United States. Those standards require that I plan and perform the audit to obtain reasonable assurance about whether the general purpose financial statements are free of material misstatement. Compliance with laws, regulations, contracts, and grants applicable to the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana is the responsibility of the Council's management. As part of obtaining reasonable assurance about whether the financial statements are free of material misstatement, I performed tests of the Council's compliance with certain provisions of laws, regulations, contracts, and grants. However, the objective of my audit of the general purpose financial statements was not to provide an opinion on overall compliance with such provisions. Accordingly, I do ,lot express such an opinion. The results of my that are required to Standards. tests of compliance disclosed no be reported under Government instances Auditina 
I noted certain immaterial instances of noncompliance that I have reported to and discussed with the management of East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana. See the Schedule of Reportable Conditions, Instances of Noncompliance and Recommendations on pages 61 to 67 and the Exit Conference discussion on pages 84 to 86. 
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This report is intended for the information of the Council's Board of Directors, management, Governor's Office of Elderly Affairs, The Corporation for National and Community Service, City of Baton Rouge, Louisiana, and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
Baton Rouge, Louisiana, October 11, 1996. 
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MEMBER OF "[HE 
NElL G. FERRARI CER~FIFIEO PUBLIC ACCOUNTANT 14481 OLD HAMMOND HIGHWAY, SUITE 4 BATON ROUGE, LOUISIANA 70816 PHONE (504] 27--'!-1 177 

MEMBER OF THE AMERICAN INSTffU~[E OF CPAS 

AL ASSISTANCE PROG To the Board of Directors, East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana. I have audited the general purpose financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, (the Council) as of and for the year ended June 30, 1996, and have issued my report thereon dated October ii, 1996. I have applied procedures to test the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana's compliance with the following requirements applicable to each of its federal financial assistance programs, which are identified in the Schedule of Federal Financial Assistance, for the year ended June 30, 1996: General Requirements Political activity civil rights Cash management Federal financial reports Allowable costs/cost principles Drug-Free Workplace Act Administrative requirements My procedures were limited to the applicable procedures described in the Office of Management and Budget's Compliance 

With respect to the items tested, the results of those procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. with respect to items not tested, nothing came to my attention that caused me to believe that the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, had not complied, in all material respects, with those requirements. However, the results of my ]2 



procedures disclosed some immaterial instances of noncompliance with those requirements, which were reported and discussed with the management of East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana. See the Schedule of Reportable Conditions, Instances of Noncompliance, and Recommendations on pages 61 to 67 and the Exit Conference discussion on pages 84 to 86. 

Baton Rouge, Louisiana, October II, 1996. 
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MEMBER OF THE SOCIETY OF LOUISIANA CPAu 
NElL G. FERRARI CERTIFIED I~UBLIC ACCOUNTANT 14481 OLD HAMMOND HIGHWAY, SUITE 4 BATON ROUGE, LOUISIANA 70816 PHONE [5Q4) 272-1177 
PENDENT AUDITOR'S REPORT ON COMPLIANC ITH SPECIFIC FEDERAL 

MEMBER OF THE AMERICAN INSTITUTE OF BPA~ 
UIREMENTS APPLICABLE TO NONMAJOR CIAL ASSISTANCE PR 

TO the Board of Directors, East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana. 

In connection with my audit of the general purpose financial statements of the East Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana, and with my consideration of the Council's control structure used to administer federal financial assistance programs, as required by Office of Management and Budget Circular A-128, Audits of State and Local Governments, I selected certain transactions applicable to certain nonmajor federal financial assistance programs for the year ended June 30, 1996. As required by OMB Circular A-128, I have performed auditing procedures to test compliance with the requirements governing types of services allowed or unallowed; eligibility; matching; level of effort, or earmarking; and allowability of amounts claimed or used for matching, federal financial reports and claims for advances and reimbursements; cost allocation; voluntary contributions by participants; and special reporting. My procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on the Council's compliance with these requirements. Accordingly, I do not express such an opinion. With respect to the items tested, the results of thos procedures disclosed no material instances of noncompliance wit the requirements listed in the preceding paragraph. With respec to items not tested, nothing came to my attention that caused me t believe that the East Baton Rouge Council on Aging, Inc., Bato Rouge, Louisiana had not complied, in all material respects, wit those requirements. However, the results of my procedure disclosed some immaterial instances of noncompliance with thos requirements, which were discussed with the management of the Eas Baton Rouge Council on Aging, Inc., Baton Rouge, Louisiana. Se the Schedule of Reportable Conditions, Instances of Noncomplianc and Recommendations on pages 61 to 67 and the Exit Conferenc discussion on pages 84 to 86. 14 
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This report is intended for the information of the Council's, Board of Directors, management, The Corporation for National and Community Service, Governor's Office of Elderly Affairs, City of Baton Rouge, Louisiana, and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
Baton Rouge, Louisiana, October Ii, 1996. 
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EAST BATON ROUGE COUNCIL ON AGING, INC. BATON ROUGE, LOUISIANA Exhibit B 
COMBINED STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCES(DEFICIT) ALL GOVERNMENTAL FUND TYPES 

REVENUES Intergove:cnmental Interest income Public support: Unrestricted Restricted 
Total revenues EXPENDITURES Current: Salaries Fringe Travel Operating services Operating supplies Other costs Full service Meals 

Principal retirement Interest 
Total expenditures 

For the year ended June 30, 1996 
Specia~ General Revenue 

$ 708,253 8,488 

~3_ 9~. 0~_2 ~ 
580 80 12 237 29 45 
108 609 425 007 676 928 13,662 115,011 

1.170.573 

$1,260,613 20 
168,305 1,722 I 000 1.431.660 
792 128 31 133 60 20 10 256 

347 321 772 231 203 439 552 187 62,779 
1.495.831 

Totals Memorandum Onlv 1996 1995 
$1,968,866 8,508 $1,967,385 4,879 

2,823,684 2,754,285 
372 208 44 370 89 66 i0 269 115 62 

455 930 197 238 879 367 552 849 011 779 41,317 14,830 

368 231 32 276 35 131 9 266 28 33 

938 715 587 051 320 610 420 459 146 524 25,308 11,192 
2,666,404 2,450,270 Excess of revenues over (under) expenditures 221,451 (64,171) 157,280 304,015 OTHER FINANCING SOURCES (USES)~ Operating transfers in Operating transfers out Proceeds from capital lease obligations (126,145) 85168 275,146 (150,001) 275,146 (275,146) 85,168 156,672 (156,672) 16,398 Excess of revenues and other sources over (under) expenditures and other uses 181,474 60,974 242,448 320,413 FUND BALANCES Beginning of year-as restated (Note 24) 28_I13~49 45,947 327,296 6,883 End of year $ 462,823 $106,921 $ 569,744 $ 327,296 

The accompanying notes are an integral part of this statement. 
]8 



EAST BATON ROUGE COUNCIL ON AGING, INC. BATON ROUGE, LOUISIANA STATEMENT OF REVENUES, EXPENDITURES AND CHANGES IN FUND BALANCE BUDGET (GAAP BASIS) AND ACTUAL - GENERAL FUND 

REVENUES Intergovernmental Interest income Public support Program service fees Special events Miscellaneous Total revenues EXPENDITURES Current: Salaries Fringe Travel Operating services Operating supplies Other costs Meals Capital outlay Debt serv~ce Total expenditures 

For the year ended June 30, 1996 

Excess of revenues over (under) expenditures OTHER FINANCING SOURCES ~USES Operating transfers Operating transfers Proceeds of capital in out lease obligations 

Exhibit C 

Variance Favorable Budqet Actual (Unfavorable) 
$ 708,253 18,650 487,724 27,975 62,266 

$ 708,253 8,488 16,474 573,700 25,627 59,482 1,304,868 1,392,024 87,156 
544,274 78,467 16,777 217,811 30,367 34,295 16,128 71,509 
_1,009,628 1,170,573 (160,945) 
295,240 221,451 (73,789) 
269,756 (125,145) 85,168 144,611 85,168 Excess of revenues and other sources ever (under) expenditures and ether uses 25,484 181,474 $ 155,990 ======~==== FUND BALANCE ~DEFICIT~ Beginning of year - as restated(Note 24) End of year 281,349 281,349 $ 306,833 $ 462,823 

The accompanying notes are an integral part of this statement. 
19 



EAST BATON ROUGE COUNCIL ON AGING, INC. BATON ROUGE, LOUISIANA STATEMENT OF REVENUES, EXPENDITURES AND CHANGES INFUND BALANCE (DEFICIT BUDGET (GAAP BASIS) AND ACTUAL - SPECIAL REVENUE FUND 

REVENUES Intergovernmental Interest Public support Special events Miscellaneous Total revenues EXPENDITURES Current: Salaries Fringe Travel Operating services Operating supplies Other costs Full service Meals Utility assistance 

For the year ended June 30, 1996 

Total expenditures Excess of revenues over (under) expenditures HER FINANCING SOURCES ( Operating transfers in Operating transfers out Excess of revenues and other sources over (under) expenditures and other uses FUND BALANCE (DEEICITI Beginning of year End of year 

Exhibit D 

Variance Favorable Budqet Actual ~Unfavorable[ 
$1,238,681 $1,260,613 - 20 175,664 168,305 - 1,722 - 1,000 1,414,345 1,431,660 17,315 

50,245 34,201 1,684,101 _~1495,83~ 188,270 
(269,756) (64,171) 205,585 
440,547 (170,794) 275,146 _~150,001) (165,401) 20,790 

60,974 $ 60,974 
45,947 45,947 $ 45,947 $ 106,921 

The accompanying notes are an integral part of this statement. 
20 



NOTES TO FINANCIAL STATEMENTS East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana June 30, 1996 Note 1 - Summarv of Siqnificant Accountinq Policies a. Reporting Entity: 

Exhibit E 

In 1964, the State of Louisiana passed Act 456 which authorized the charter of voluntary councils on aging for the welfare of the aging people in their respective parishes. Charters are issued by the Louisiana Secretary of State upon approval by the Governor's Office of Elderly Affairs. The East Baton Rouge Council on Aging, Inc. is a non-profit, quasi-public corporation which must comply with the policies and regulations established by the Governor's Office of Elderly Affairs, the state agency which provides the Council with most of its revenues. Other entities that provide the Council with federal, state, or local funds may impose some additional requirements. The primary function of the East Baton Rouge Council on Aging, Inc. is to improve the quality of life for the parish's elderly and to provide services to the elderly as well as coordinate and monitor the services of other local agencies serving the aging people of the parish. Services provided by the Council include congregate and home delivered meals, health care services, nutritional education, information and referral, legal assistance, homemakers, operating senior centers, discount services, and outreach. A Board of Directors, consisting of Ii voluntary members who serve three-year terms, governs the Council. Before January i, 1992, the Council operated as part of the City of Baton Rouge. Effective January I, 1992, the Council began operating as a stand-alone entity, responsible for managing all of its affairs. It is not a component unit of another primary government nor does it have any component units which are related to it. Therefore, the Council has presented its financial statements as a separate special-purpose government. 
21 



Note i- Summary of Significant Accountinq Policies 
Exhibit E continued - (continued) b. Basis of Presentation for the Financial Statements: In April of 1984, the Financial Accounting Foundation established the Governmental Accounting Standards Board (GASB) to promulgate generally accepted accounting principles and reporting standards with respect to activities and transactions of state and local governmental entities. In November of 1984, the GASB issued a Codification of Governmental Accountin~ and Financial RePortina Standards. This codification and subsequent GASB pronouncements are recognized as generally accepted accounting principles for state and local governments. The accompanying financial statements conform to generally accepted accounting principles for state and local governments. These statements have also incorporated any applicable requirements set forth by Audits of State and Local Governmental Units, the industry audit guide issued by the American Institute of Certified Public Accountants; Subsection VI - Annual Financial Reporting, accounting manual for Governor's office of Elderly Affairs contractors; and, the Louisiana Governmental Audit Guide. c. Fund Accounting: The Council uses funds and account groups to report its financial position and the results of its operations. Fund accounting is designed to demonstrate legal compliance and to aid financial management by segregating transactions relating to certain functions or activities. The accounts of the Council are organized on the basis of funds and account groups, each of which is considered a separate accounting entity. The operations of each fund are accounted for with a separate set of self-balancing accounts that comprise its assets, liabilities, equity, revenues, and expenditures, or expenses, as appropriate. Resources are allocated to and accounted for in individual funds based upon the purpose for which they are to be spent and the means by which spending activities are controlled. The various funds are grouped, in the financial statements in this report, into three generic fund types and two broad fund categories (account groups). 

22 



Note 1 - Summary of Significant Accountin~ Policies c. Fund Accounting: - (continued) 
~xhibit E continued - (continued) 

Governmental funds are used to acco.unt for all or most of the Council's general activities, including the collection and disbursement of specific or legally restricted monies, the acquisition of fixed assets, and the servicing of general long-term debt. The governmental funds and the programs comprising them, as presented in the financial statements, are described as follows: ~ General Fund The General Fund is the general operating fund of the Council. It is used to account for all financial resources except those required to be accounted for in another fund. These discretionary funds are accounted for and reported according to the source (federal, state or local) from which they are derived. In addition, the servicing of general long-term debt is accounted for in the General Fund because unrestricted resources are used to pay for the liabilities incurred by this fund and there are no legal mandates to use a debt service fund. The following proqrams comprise the Council's General Fund: 
The council sponsors elderly clientele as General Fund. Some are as follows: 

Local a variety of programs to serve its part of the local component of the of the more significant programs 
~ The Council provides are certified nursing medical and homemaker 

23 

personal care attendants who assistants to perform in-home type services. 



Note 1 - a c. Fund Accounting: - (continued) ~ General Fund - (continued) 

Exhibit E continued - (continued) 
Local - (continued) The Council sponsors special activities for senior citizens such as an annual fishing rodeo, an Easter party, a Christmas party, and tea dances. The Council provides health flu shots to enable senior detect health problems. screening services and citizens to prevent or 

~ The Council provides a consignment store, called the Crafts of Distinction, to enable senior citizens to market their crafts. Local funds are also provided as transfers to special revenue funds to supplement those programs. In addition, most of the fixed asset additions are paid for with local funds. PCOA PCOA (Act 735) funds are appropriated for the Council by the Louisiana Legislature and remitted to the Council via the Governor's office of Elderly Affairs(GOEA). The Council may use these "Act 735" funds at its discretion. Grande Aid Grande Aid provides quality home health care for homebound elderly patients. Any person who has a doctor's prescription for home health care services is a candidate for Grande Aid. Grande Aid is licensed by the State of Louisiana and is certified by Medicare and Medicaid. 
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Note 1 - of Siqnificant Acc c. Fund Accounting: - (continued) ~ General Fund - (continued) 

Exhibit E continued - (continued) 

~ The Council sponsors events such as Ageless Expos, to give people information about the community resources for the elderly. Medicaid Waivers 
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Note 1 - Summarv of Siqnificant Accountinq Policies c. Fund Accounting: - (continued) 
Exhibit E continued - (continued) 

Assessments and Case Management The Council performs health assessments and case management services for elderly people for certain corporations and receives a fee for these services. ~ Special Revenue Funds Special Revenue Funds are used to account for the proceeds of specific revenue sources that are legally restricted to expenditures for specified purposes. The following funds comprise the Council's Special Revenue Funds: Title III-B Supportive Services Fund The Title III-B Supportive Services Fund is used to account for funds which are to provide a variety of services; such as, information and assistance, access services, in-home services, community services, legal assistance, and outreach for the elderly. Title III-B Supportive Services funds are provided by the United States Department of Health and Human Services through the Governor's office of Elderly Affairs which in turn "passes through" the funds to the Council. T~tle III-C Area Aaencv Administration (AAA~ Fund The Title III-C Area Agency Administration (AAA) Fund is used to account for the administration of Special Programs for the Aging. Title III-C administrative funds are provided by the United States Department of Health and Human Services through the Governor's office of Elderly Affairs, which in turn "passes through" the funds to the Council. These funds are used to pay for administrative costs associated with the Title III and Senior Center programs. 
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Note 1 - Summary of Siqnificant Accountinq Policies c. Fund Accounting: - (continued) ~ SPecial Revenue Funds - (continued) Title III C-I Fund 

Exhibit E continued - (continued) 

The Title III C-I Fund is used to account for funds which are used to provide nutritional, congregate meals to the elderly in strategically located centers. Title III C-I funds are provided by the United States Department of Health and Human Services through the Governor's Office of Elderly Affairs, which in turn "passes through" the funds to the Council. During the fiscal year July i, 1995 to June 30, 1996, the Council served about 108,000 congregate meals. Title III C-2 Fund Title III C-2 Fund is used to account for funds which are used to provide nutritional, home delivered meals to homebound older persons. Title III C-2 funds are provided by the United States Department of Health and Human Services through the Governor's Office of Elderly Affairs, which in turn "passes through" the funds to the Council. During the fiscal year July i, 1994 to June 30, 1996, the Council served about 63,500 home delivered meals. Title III-D Fund The Title III-D Fund is used to account for funds which are used to provide in-home services to the frail and elderly person who is home-bound, including in-home supportive services for older individuals who are victims of Alzheimer's disease and related disorders with neurological and organic brain dysfunction, and to the families of such victims. Title III-D funds are provided by the United States Department of Health and Human Services through the Governor's office of Elderly Affairs, which in turn "passes through" the funds to the Council. 
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Note 1 - Summary of Significant Accountinq Policies C. Fund Accounting: - (continued) ~ Soecial Revenue Funds - (continued) Senior Center Fund 

Exhibit E continued - (continued) 

The Senior Center Fund is used to account for the administration of Senior Center program funds appropriated by the Louisiana Legislature to the Governor's Office of Elderly Affairs, which in turn "passes through" the funds to the Council. This program provides community service centers at which older persons receive supportive services and participate in activities which foster their independence, enhance their dignity, and encourage their involvement in and with the community. The Council operates 4 senior centers in East Baton Rouge Parish, Louisiana. U.S.D.A. Fund The U.S.D.A. Fund is used to account for the administration of Nutrition Program for the Elderly funds provided by the United States Department of Agriculture through the Governor's Office of Elderly Affairs, which in turn "passes through" the funds to the Council. This program reimburses the service provider about 58 cents for each congregate and home- delivered meal served to an eligible participant so that United States food and commodities may be purchased to supplement these programs. 
Audit Fund The Audit Fund is used to account for funds received from the Governor's Office of Elderly Affairs that are restricted to use as a supplement to pay for the cost of having an annual audit of the Council's financial statements. 
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Exhibit E continued Note 1 - Summarv of Siqnificant Accountinq Policies - (continued) c. Fund Accounting: - (continued) ~ Special Revenue Funds - (continued) Title III-F Fund The Title III-F Fund is used to account for funds used for disease prevention and health promotion activities or services, such as; (I) equipment and materials (scales to weigh people, educational materials, and exercise equipment), (2) home injury control, (3) medication management, (4) mental health, (5) nutrition (assessment/screening, counseling, and education). The law directs the state agency administering this program to "give priority to areas of the state which are medically underserved and in which there are a large number of older individuals who have the greatest economic and social need." Title III-F funds are provided by the U.S. Department of Health and Human Services through the Governor's Office of Elderly Affairs, which in turn "passes through" the funds to the Council. Retired Senior Volunteers Proaram6RSVP) Fund The Retired Senior Volunteer Program Fund is used to account for federal funds which are provided directly by The Corporation for National and Community Service(CNCS) and state funds which are provided directly by the Governor's Office of Elderly Affairs to pay for expenses incurred by senior citizens, age 55 and over, who have volunteered their time to assist non-profit and governmental entities in East Baton Rouge Parish, Louisiana. Utility Assistance Fund The Utility Assistance Fund is used to account for the administration of programs that are sponsored by local utility companies. The purpose of these programs is to help the needy, elderly people of the parish pay their utility bills. Entergy and Demco collect contributions from service customers and employees, then remit the money to the Council to provide the utility assistance. 
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Note 1 - Sianificant Acc ci c. Fund Accounting: - (continued) ~ Fiduciary Fund 

Exhibit E continued - (continued) 
The Council's Fiduciary Fund is comprised of an Agency Fund as follows: Agency funds are used to account for assets held by the Council as an agent for individuals, private organizations, other governments, and/or other funds. Agency funds are custodial in nature (assets equal liabilities) and do not involve measurement of results of operations. The Agency Fund accounts for investments made by people who have participated in the Council's deferred compensation program. d. Account Groups: An account group is a financial reporting device designed to provide accountability for certain assets and liabilities that are not recorded in the funds because they do not directly affect net expendable available financial resources. The following two account groups are not "funds" . General Fixed Assets The fixed assets (capital outlays) used in governmental fund type operations of the East Baton Rouge Council on Aging are accounted for (capitalized) in the General Fixed Assets Account Group and are recorded as expenditures in the government fund types when purchased. General Lon~-Term Debt Long-term liabilities expected to be financed from governmental funds are accounted for in the General Long-Term Debt Account Group. The General Long-Term Debt Account Group shows only the measurement of financial position and is not involved with measurement of results of operations. Principal and interest payments on long-term liabilities (bank loans and capital lease obligations) are accounted for in the General Fund because the Council intends to use unrestricted resources to pay them and no legal mandate exists to establish a debt service fund. 30 



Note 1 - Summary of Sianificant Accountina Policies e. Basis of Accounting: 
Exhibit E continued - (continued) 

The accounting and financial reporting treatment applied to a fund is determined by its measurement focus. The governmental funds, including the General and Special Revenue Funds, are accounted for using a current financial resources measurement focus. With this measurement focus, only current assets and current liabilities are generally included on the balance sheet. Operating statements of these funds present increases (revenues and other financing sources) and decreases (expenditures and other uses) in net current assets. Governmental and agency funds are maintained on the modified accrual basis of accounting wherein revenues are recognized in the accounting period in which they become available and measurable. Expenditures are recognized in the accounting period in which the liability is incurred, if measurable. f. Transfers and Interfund Loans: Advances between funds which are not expected to be repaid are accounted for as transfers. In those cases where repayment is expected, the advances are classified as due from other funds or due to other funds on the balance sheet. Short-term interfund loans are classified as interfund receivables/payables. g. Budget Policy: For the fiscal year ended the following procedures which has been presented financial statements: 
June 30, 1996, the Council used to derive the budgetary data in Exhibits C and D of these 

~ The Governor's Office of Elderly Affairs(GOEA) notifies the Council each year as to the funding levels for each program's grant award. GOEA awards funds using the same fiscal year as the Council, except for the RSVP program award which is on a calendar year. ~ The Council may also obtain grants from agencies other than GOEA and the Council considers the potential revenues to be earned under those grants. 
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Note 1 - Summary of Siqnificant Accountina Policies g. Budget Policy: - (continued) 
Exhibit E continued - (continued) 

~ Projections are made of revenues from the City of Baton Rouge, program service fees, special events, public support, and miscellaneous sources based on past trends and data available to form expectations of future revenues. ~ The Council's financial officer prepares a proposed budget and then submits the budget to the Board of Directors for approval. ~ The Board of Directors reviews and adopts the budget before June 30 of the current year for the next year. ~ The portion of the adopted comprehensive budget relating only to GOEA funded programs is forwarded to GOEA for final approval. ~ Budgetary appropriations for grants awarded the Council by GOEA lapse at the end of each fiscal year(June 30) and at December 31 for the grant award from The Corporation for National and Community Service for the RSVP program. Occasionally, the Council will receive a special project grant which may operate on a period different from the Council's normal fiscal year and, therefore, have a specified date where the budgetary appropriation will ]apse. ~ The budget is prepared on a modified accrual basis, consistent with the basis of accounting, for comparability of budgeted and actual revenues and expenditures. ~ Budgeted amounts included in the accompanying financial statements include the amended budget amounts as approved by the Council's Board of Directors and GOEA. One amendment was made to the original budget during fiscal year 1996. 
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Note 1 - Summarv of Sianificant Accountin~ Policies - g. Budget Policy: - (continued) 
Exhibit E continued (continued) 

~ The Council may transfer funds between line items as often as required but must obtain prior approval from the Governor's Office of Elderly Affairs for funds received under grants from this state agency. As part of its grant awards, GOEA requires the Council to amend its budget in cases where actual costs for a particular cost category exceed the budgeted amount by more than 10%. Otherwise, the excess costs could be labeled as unauthorized expenditures. ~ Expenditures cannot legally exceed appropriations on an individual fund level. ~ The primary budget requirement under the RSVP program's grant from The Corporation for National and Community Services is that the ratio of volunteer expenses to total program expenses must equal or exceed the ratio in the approved budget. ~ The the City of Council allocation Hence, this use. 
Baton Rouge, Louisiana, does not require to submit a budget to receive the annual of funds the Council receives from it. money is totally unrestricted as to its 

~ The Council is not required by state or local law to prepare a budget for every program or activity it conducts. Accordingly, some General Fund activities are not budgeted, particularly if they are deemed to be immaterial by management. h. Total Columns of Combined Statements - Overview: Total columns on the combined statements - overview are captioned "memorandum only" to indicate that they are presented only to help with financial analysis. Data in these columns do not present financial position or results of operations in conformity with generally accepted accounting principles. Neither is such data comparable to a consolidation. Interfund eliminations have not been made in the aggregation of this data. 
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Note 1 - i. Fixed Assets: tino Polic 
Exhibit E continued - (continued) 

All fixed assets are stated at. historical cost or estimated historical cost, if actual historical cost is not available. Donated fixed assets are stated at their estimated fair market value on the date donated. No depreciation has been provided on general fixed assets. As of June 30, 1996, the Council had recorded $77,290 of donated fixed assets in its financial statements. j. Annual and Sick Leave: Full time employees earn vacation leave beginning with the first full month of employment at the rate of one day per month. Vacation leave increases with each year of employment, according to the following schedule: Years of EmploYment 1 2 3 4 5 6 7 8 9 i0 and over 

Days Earned 12 13 14 15 16 17 18 19 20 21 Beginning June 15, 1992, no more than 5 days of vacation leave may be carried over at the end of a calendar year. Prior to June 15, 1992, any earned and unused vacation leave had no expiration date as to when it had to be used. Payment of any vested vacation leave is made by the Council upon job termination of an employee for any reason. For governmental fund types, the Council's liability for accumulated unpaid vacation has been recorded in the general long-term debt group of accounts. These amounts will be recorded as fund expenditures in the various governmental funds in the year in which they are paid or become due on demand to terminated employees. The Council's sick leave policy does not provide for the vesting of sick leave whereby an employee could be entitled to payment for any unused portion upon termination. 34 



Note 1 - Summary of Significant Accounting Policies k. Related Party Transactions: 
Exhibit E continued - (continued) 

There were not any significant related party transactions during fiscal year 1996. i. Restricted Assets: Restricted assets represent assets which have been primarily acquired through donations whereby the donor has placed a restriction on how the donation can be used by the Council (i.e., utility assistance funds). Restricted assets are offset by a corresponding reservation of the Council's fund balance. m. Reservation and Designations of Fund Balances: The Council "reserves" portions of its fund balance are not available for expenditure because resources already been expended (but not consumed), or a restriction has been placed them only available to meet on certain assets which future obligations. 
that have legal make 

Designated allocations of fund balances result when the Council's management intends to expend certain resources in a designated manner. There were not any designated fund balances at year end. n. Inventory: Inventory is valued at cost using the first-in, first-out method, and consists of food and kitchen supplies which have not been consumed as of year end. Amounts reported as inventories are equally offset by a fund balance reserve which indicates that they do not constitute "available spendable resources" even though they are a component of net current assets. o. Prepaid Expenses: The Council has elected not to expense amounts paid for future services until those services are consumed to comply with the cost reimbursement terms of grant agreements. The fund balances in the governmental fund types have been reserved for the prepaid expenses recorded in these funds to reflect the amount of fund balance not currently available for expenditure. 
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Note 1 - Summary of Significant Accountin~ Policies - p. Management's Use of Estimates: 
Exhibit E continued (continued) 

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates and assumptions that affect certain reported amounts and disclosures. Accordingly, actual results may differ from those estimates. Note 2 - Revenue Recognition - Interqovernmental. Proaram Service Fees. Public SUPPOrt. SPecial Events. and Miscellaneous Revenues Interaovernmental Intergovernmental revenues are recorded in governmental funds as revenues in the accounting period when they become susceptible to accrual, that is, measurable and available (modified accrual basis). Intergovernmental grants do not allow the Council to recognize revenue under the grant award until actual costs are incurred or units of service are provided. Funds received from the City of Baton Rouge are not subject to revenue recognition restrictions. Proaram Service Fees Program service fees are recognized when the Council provides the service that entitles the Council to charge the recipient for the services received. Public SUPPOrt. SPecial Events. and Miscellaneous Revennes The timing and amounts of the receipts of public support, special events, and miscellaneous revenues are difficult to predict; therefore, they are not susceptible to accrual and are recorded as revenue in the period received. Note 3 - Cash At June 30, 1996, the deposits in the Council's checking accounts totaled $514,794, whereas the cash balance per books, not including $250 of petty cash and after considering outstanding checks, was $417,330. The following table is a summary of the Council's bank balances at June 30, 1996, presented in three levels of credit risk. 
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Note 3 - Cash - (continued) 
Category 1 Category 2 Category 3 Total 

Bank Balance $i00,000 _414,794 $514,794 

Exhibit E continued 

Category 1 includes bank balances which are insured by federal depository insurance or collateralized with securities held by the Council or its agent in the Council's name. Category 2 includes bank balances which are collateralized with securities held by the pledging financial institution's trust department or agent in the Council's name. Category 3 includes bank balances which are uncollateralized, including any bank balance that is collateralized with securities held by the pledging financial institution or by its trust department or agent but not in the Council's name. During fiscal year 1996, the Council consolidated all of its bank accounts into three accounts. One account is used only for payroll purposes. The second account is an operating account. Bank balances in excess of $I0,000 in this account are automatically transferred into a third account (short- term investment) at the bank. These excess funds are invested overnight in United States Treasury notes and/or bonds. Money from the short-term investment account is automatically transferred back to the operating account when checks are presented for payment. The short-term investment account is included in cash for financial statement presentation purposes because it is designed to be highly liquid to give the Council immediate access to its account balance. Note 4 - Investments State statutes authorize the Council to invest temporarily idle monies in the following: i. United States Treasury Bonds, 2. United States Treasury Notes, 3. United States Treasury Bills, 4. Obligations of U.S. Government Agencies, including such instruments as Federal Home Loan Bank bonds, Government National Mortgage Association bonds, or a variety of "Federal Farm Credit" bonds, 37 



Note 4 - Investments - (continued) 5. 
6. 7. 8. 

Exhibit E continued 
Fully collateralized certificates of deposit issued by qualified commercial banks and savings and loan associations located within the State of Louisiana, Fully collateralized repurchase agreements, Fully collateralized interest-bearing checking accounts, and Mutual or Trust Fund institutions which are registered with the Securities and Exchange Commission under the Security Act of 1933 and the Investment Act of 1940, and which have underlying investments consisting solely of and limited to securities of the United States Government or its agencies. The Council did not have any funds which it considered as an investment for financial statement presentation purposes at year end. Note 5 - Grants Receivable and Accounts Receivable Grants receivable at June 30, 1996, consisted of reimbursements for expenses incurred or revenues earned under the following programs: Program U.S.D.A. Audit 

Provider GOEA GOEA Total 
Fund Special Special Revenue Revenue 

Amount $ 28,532 8,528 $ 37,060 =====3 Accounts receivable at June 30, 1996 for General Fund programs consisted of the following: Proaram Grande Aid Grande Aid Medicare Waiver Grande Meals Assessment/case Management Local Public Relations Total 

Provider_ Amount Medicare Medicaid Medicaid N/A 
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N/A N/A N/A 

$64,139 2,488 8,781 6,331 1,753 1,838 3,466 $88,796 



Note 6 - Prepaid ExDenses 
Exhibit E continued 

The Council has not elected to expense amounts paid for future services until those services are consumed. The fund balances in the governmental fund types have been reserved for the prepaid expenses recorded in these funds to reflect the amount of fund balance not currently available for expenditures. Prepaid expenses consisted of the following at June 30, 1996: Prepaid Prepaid Advance lease 
insurance legal service payments on capital obligations 

Note 7 - Chanqes in Fixed Assets 

$ 9,803 882 2,060 $12,745 
A summary of changes in general fixed assets was as follows: 
Capital lease equipment Vehicles Office furniture & equipment Computer software Nutrition equipment Leasehold improvements Land Totals 

Balances 07-01-95 Additions $ 77,364 61,547 160,059 13,265 65,271 78,078 69,002 $524,584 ======== 
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85,168 
24,548 5,295 

Adjustments and Deletions 

$115,011 $ - ======== ========= 

Balances 06-30-96 $162,532 61,547 184,607 18,560 65,271 78,078 69,000 $639,595 ======== 



Note 8 - v 

Fund RSVP RSVP 
Grant Year Ended 12-31-96 12-31-96 

Exhibit E continued 

Grantor Aqency . Amount GOEA CNCS $ 3,499 7,963 Total advances from funding agencies $11,462 
Note 9 - Notes Payable On March 30, 1994 the Council obtained a bank loan to purchase three Dodge cargo vans. The terms of the loan are as follows: Amount _Borrowed Due Date Monthly Pavment Interest Unpaid Rate 9t 06-30-96 $45,567.18 09/22/97 $1,226.40 7% $17,574 Future principal payments under this note are as follows: 

Year Ended June 30 1997 1998 
Note i0 - CaDital Lease Obliqations 

Amount $13,916 3,658 $17,574 
During the year ended June 30, 1996, the Council had the following capital leases: o A lease-purchase agreement of a phone system consisting of the following terms: Monthly Number Payment of months Lease Term Imputed Interest Rate $717.42 60 03-17-94 to 03-17-99 18.75% 40 



Note 10 - Canital Lease Obliaations - (continued) 
Exhibit E continued 

A lease-purchase agreement of voice mail equipment consisting of the following terms: 
Monthly Number Payment of months Lease Term Imputed Interest Rate $487.50 60 03-11-94 to 03-11-99 11.55% At the end of the lease period, the equipment can be purchased for $i.00. A lease-purchase agreement equipment consisting of the 
Monthly Number Payment of months 

of additional voice mail following terms: Imputed Interest Lease Term Rate $110.40 60 04-21-94 to 04-21-99 13.79% At the end of the lease period, the equipment can be purchased for $i.00. A lease purchase agreement of equipment and furniture to set up a photo print shop consisting of the following terms: 
Monthly Number Payment of months Lease Term Imputed Interest Rate $i,000.00 18 01-06-95 to 06-06-96 12% A lease-purchase agreement of equipment for the Council's Accountability Plus system consisting of the following terms: 
Monthly Number Payment of months Lease Term Imputed Interest Rate $1,462.50 60 10-23-95 to 10-23-00 12.5040% At the end of the lease period, the equipment can be purchased for $i.00. 
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Note i0 - Capital Lease Obliaations - (continued) 
Exhibit E continued 

A lease-purchase agreement of a copy machine consisting of the following terms: Monthly Payment Number Imputed Interest of months Lease Term Rate $473.74 60 06-01-96 to 06-01-01 14.461% Future minimum lease payments, by year and in the aggregate, are as follows: Year Ended June 30 1997 1998 1999 2000 2001 
Amount 

Total minimum lease payments remaining $146,174 Less: Imputed interest ( 33,392) Present value of net: minimum lease payments at June 30, 1996 $112,782 
Note ii - General LonG-Term Debt Long-term liabilities that will funds are accounted for in the of accounts. The following is general long-term debt account 

Vested Vacation Leave Capital Lease Obligations Notes Payable 

be financed from governmental general long-term debt group a summary of changes in the group. 
Balance Balance 07/0~95 Increase Decrease 06/30/96 
$ 69,146 55,962 30_~535 $155,643 
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85,168 $ (4,803) $ 64,343 (28,348) (12,961) $ 85,168 $(46,112) =======~~ =======::~ 
112,782 17,574 $194,699 ====~==~= 



Note 12 - ODeratinq Leases 
Exhibit E continued 

On September i, 1992, the Council entered into a lease with the City of Baton Rouge for the building that houses the Council's main office at 5790 Florida Boulevard, Baton Rouge, Louisiana. The terms of this lease require annual payments of $I for ten years. The Council is responsible for utilities, normal repairs and maintenance, and liability, fire and casualty insurance. At June 30, 1996 the Council also had a long-term lease for a photocopy machine as follows: Term Monthly Payment 12-01-92 to 11-30-97 $281.67 Future minimum lease payments are as follows: Year Ended June 30 1997 1998 
Amount $ 3,380 1,408 $ 4,788 

Total rent expense was $15,349 for the year ended June 30, 1996. 
Note 33 - Interfund Loans Because the Council operates most of its programs under cost reimbursement type grants, it has to pay for costs using its General Fund money and then request reimbursement for the advanced costs under the grant programs. Such advances create short-term interfund loans. A summary of these interfund loans at June 30, 1996, is as follows: 
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Note 13 - 

Note 14 - 

un - (continued) 

General Fund Special Revenue Funds: Title III B Title III C-I Title III C-2 Title III D Audit Total special revenue funds Total all funds 
terfund Transfer~ Operating year 1996 transfer in as follows: 
General Fund Special Revenue Funds: Title III B Title III C-I Title III C-2 Title III D Title III F U.S.D.A. Audit Senior Center RSVP 

Due From Other Funds 8,901_ 

$ 8,901 

Exhibit continued 
Due To Other Funds 
56 306 7 4 8,528 
8,901 $ 8,901 

and out are listed by fund for fiscal Operating Transfers In 

19,657 
_ 24,986 

Operating Transfers Out ~125,145 

63,747 86,254 
Total special revenue funds _275,!46 _150,00__!i Total all funds $275,146 $275,146 
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Note ]5 - Chan~es in Aaencv Fund 
Exhibit E continued 

A summary of changes in assets and liabilities of the Agency Fund is as follows: Balance 07-01-95 Balance Additions Reductions 06-30-96 Assets: Deferred compensation benefit investment $ 60L436 $ 2],581 $ (9,048) $ 72,969 Total assets $ 60,436 ==~=====. $ 21,581 $ (9,048) $ 72,969 ========= =====~==== ======~= Liabilities: Deferred compensation due employees ~_~_Q~436 $ 21,581 $ (9,048) $ 72,969 Total liabilities $ 60,436 ==~==:~=~: $ 21,581 ======== Note ;L6 - Board of Directors' Comnensation 
$ (9,048) $ 72,969 

The Board of Directors is a voluntary board; therefore, no compensation has been paid to any member. However, board members are reimbursed in accordance with the State of Louisiana's travel reimbursement policy when attending meetings on behalf of the Council. Note 17 - In-Kind Contributions The Council received various year. Examples of the types follows: in-kind contributions during the of in-kind contributions are as 
The Council's main office facility was furnished by the city of Baton Rouge to the Council for $i.00 per year. Janitorial services and maintenance workers were also provided by the City of Baton Rouge. Senior center/meal site sites are furnished to rent and utilities. 
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facilities and health the Council without screenlng charge for 



Note 17 - In-Kind Contributions - (continued) 
Exhibit E continued 

Time was donated by volunteer workers to help with home delivered meals, to assist at senior centers and meal sites and to serve as Senior "Net instructors. A registered nurse conducted health screenings and community service workers and social work students also performed work for the Council at no charge. These contributions, the value of which was not objectively and contemporaneously determined at the time of the donation, have not been reported as revenues and as offsetting expenses in these financial statements. Note 18 - Income Tax Status The Council, a non-profit corporation, is exempt from federal income taxation under Section 501 (c) (3) of the Internal Revenue Code of 1986 and as an organization that is not a private foundation as defined in Section 509(a) of the Code. It ~s also exempt from Louisiana income tax. Note 19 - Judgments0 Claims, and Similar Continqencies On September 8, 1989, the Council was sued by a former employee who alleged employment discrimination by the Council. Discovery responses were made in January, 1990, but no action has been taken since that time. In a separate matter, on March 2, 1993, the Council was sued by another former employee who claims that the Council defamed her and wrongfully discharged her from her job. This employee seeks to recover lost wages and other benefits as a result of her claim. Management and the attorney for the Council believe there is no merit to either of the above claims and that the Council will prevail in its defense of these lawsuits without liability. The Council receives revenues from various federal and state grant programs which are subject to final review and approval as to allowability of expenditures by the respective grantor agencies. These programs are audited in accordance with the Sinqle Audit Act of 1984. Any settlements or expenses arising out of a final review are recognized in the period agreed upon by the agency and the Council. Also, it is management's opinion that any audits by the grantor agencies would not produce disallowed program costs and liabilities to such an extent that they would materially affect the Council's financial position. 
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Note 20 - Economic Dependency 
Exhibit E continued 

The Council receives the majority of its revenue from funds provided through grants administered by the Governor's Office of Elderly Affairs and quarterly allocations from the City of Baton Rouge, Louisiana. Grant amounts are appropriated each year by the federal, state, and local governments. If budget cuts are made at the federal, state and/or local level, the amount of funds the Council receives could be reduced significantly and have an adverse impact on its operations. Management is not aware of any actions that will adversely affect the amount of funds the Council will receive in the next fiscal year. Note 21 - Deferred Compensation The Council offers its employees a deferred compensation plan created in accordance with Internal Revenue Code Section 457. The plan is available to all Council employees and permits them to defer a portion of their salary until future years. Participation in the plan is at the employee's option. The deferred compensation is not available to employees until termination, retirement, death or unforeseeable emergency. All amounts of compensation deferred under the plan, all property and rights purchased with those amounts, and all income attributable to those amounts, property or rights are (until paid or made available to the employee or other beneficiary) solely the property and rights of the Council subject only to the claims of the Council's general creditors. Participants' rights under the plan are equal to those of the general creditors of the Council in an amount equal to the fair market value of the deferred account for each participant. It is the opinion of management that the Council has no liability for losses under the plan. It is the intent of management that the deferred amounts will ultimately be paid to the employees. Management also believes that the assets will not be used to satisfy the claims of general creditors. As of June 30, 1996, assets totaling $72,969 are held by Public Employees Benefit Services Corporation, a deferred compensation center, under an agreement with the Council. 
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Note 22 - IRC Section 125 Cafeteria Plan 
Exhibit E continued 

In January, 1992, the Council established an Internal Revenue Code Section 125 "cafeteria" plan for its full-time employees. Under this plan an eligible'employee can elect to have a portion of his/her compensation reduced to pay for personal health insurance, dental insurance, and/or disability insurance that the employee would normally have to pay with "after tax" compensation. Participation in this plan is at the option of each full-time employee. Note 23 - Risk Manaaement The Council is exposed to various risks of loss related to torts; thefts of, damage to, and destruction of assets; errors and omissions; injuries to employees; and natural disasters. The Council has purchased commercial insurance to cover or reduce the risk of loss that might arise should one of these incidents occur. Note 24 - Prior Period Adjustment Subsequent to the issuance of the audited general purpose financial statements for the year ended June 30, 1995, it was determined that a $15,891 deposit for workman's compensation insurance made on August 9, 1993 had been expensed in error when paid. In order to correct this error, the beginning fund balance of the General Fund has been restated by increasing it by $15,891 and a $15,891 deposit has been recorded as an asset for the years ended June 30, 1995 and 1996. This adjustment had no effect on current year's revenue and expenditures. 
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EAST BATON ROUGE COUNCIL ON AGING, INC. BATON ROUGE, LOUISIANA SCHEDULE OF EXPENDITURES - BUDGET VS ACTUAL - GRANTS PROVIDED THROUGH THE LOUISIANA GOVERNOR'S OFFICE OF ELDERLY AFFAIRS (GOEA) 

PCOA - ACT 735 Transfers out to III B Transfers out to III C-2 Transfers out to III D Transfers out to III F Total PCOA 

For the year ended June 30, 1996 

TITLE III B SUPPORTIVE SERVICES Salaries Fringe Travel (*) Operating services Operating supplies Other costs (*) Full service Meals capital outlay Totals Title III B Supportive Services 
TITLE III C - Salaries Fringe Travel Operating services Operating supplies Other costs Full service Meals Capital outlay Total Title III C - AAA 

Budget 
$ 56,958 
$56,958 ======== 
$203 40 6 20 7 i0 

Actual 
7,301 812 48,845 $56,958 ==~====== 

202 $220 820 38 630 7 907 22 305 7 205 555 i0 
$289,624 ====~===~ 
33 5 23 2 
071 129 538 172 099 226 
$64,235 ====~=== 

719 625 946 143 659 332 552 
$307,976 ==~====== 
33 5 23 2 
071 129 538 172 099 226 

Schedule 3 

Variance- Favorable {Unfavorable) 

17 2 (i (I 
517 195 316 236 354 127 3 
$(18,352) ========= 

$64,235 $ ========= ====~ 
(*) Actual costs exceeds budgeted costs by more than 10%. However, transfers were made from the General Fund to pay for the excess expenditures. 
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TITLE Ill C-1 Salaries Fringe Travel Operating services Operating supplies Other coE~ts Full service Meals: Raw foed Non-edibles Capital outlay Total Title III C-I 
TITLE III C-2 Salaries Fringe Travel 
Full service Meals: Raw Food Non-edibles Capital eutlay Total Title Ill C-2 
TITLE Ill D Salaries Fringe Travel (*) Operating services Operating supplies Other costs Full service Meals Capital outlay 

Budget Actual 
$199 44 1 54 I0 18 
675 649 093 283 617 086 
139,104 46,368 132,905 28,441 

Schedule 3 continued 
Variance- Favorable (UnfavorableI 

6,19g 17,927 $513,875 $409,118 $104,757 ====~==== ========~ ========= 

90,720 30,240 78,123 16,718 12,597 13,522 
$374,807 $264,287 $ 110,520 ====~==== ========= ========== 

$ 1,206 (229) 51 109 (i) 
$ 7,848 $ 6,712 $ 1,136 ========= ========= ========= costs by more than 10%. However, transfers were made for the excess expenditures. 
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TITLE III F Salaries Fringe Travel Operating services Operatin~ supplies Other costs Full service Meals Capital outlay Total Title III F 
to Title to Title Total U.S.D.A. 

AUDIT FUND Operating services Other co~ts 

III C-I III C-2 

Total Audit Fund (*) 
SENIOR CENTER Salaries Fringe Travel Operating services Operating supplies Other costs Full service Meals Capital outlay Transfers to Title III F Total Senior Center 

___Budqet Actual 
90 ii 12 31 2 
093 537 457 300 506 268 

Schedule 3 continued Variance- Favorable (Unfavorable~ 
$ 766 (1,147) 18 268 (206) (52) 

$148,161 $148,514 $ (353) 
$ 31,473 55,000 $ 5,102 58,645 $ 26,371 ~3,645} $ 86,473 $ 63,747 $ 22,726 
$ -- 8,525__ $ 8,528 
$ 94,037 14,315 

$ 28,185 
$ 28,185 == == 
$ 91,915 14,501 

L 84,316__ 86,254 $192,670 $192,670 =======~= ========= 

$(28,185) 18,528 $(19,657) ====~==== 

(1,9361 $ - ========= 
~*) Actual costs exceed budgeted costs by more than 10%. However, transfers were made from the General Fund to pay for the excess expenditures. 
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GENERAL FIXED ASSETS ~ast Baton Council Baton Rouge, on Aging, Inc. Louisiana For the year ended June 30, 1996 

General fixed assets: Vehicle,s Office furniture and equipment Computer software Nutrition equipment Leasehold improvements Capita] leases Land 

Schedule 4 

Balance Balance June 30, June 30, 1995 Additions Deletions 1996 
$ 24,548 5,295 
85,168 

Total general fixed assets $524,584 $115,011 
Investment in general fixed assets Property acquired with funds from - General funds and Iccal donations Title III-B Adminstration Title III-B Supportive Services RSVP Disaster Assistance PCOA Title III C-I Title III C-2 Title III F Funding information not maintained to identify fixed assets acquired before 1-1-92 In-kind from the general public 

$314,158 1,750 392 1,298 4,750 5,308 333 543 1,379 
117,383 72290_ 

$115,011 

$639,595 

117,383 77,290 Total investments in general fixed assets $524,584 $115,011 $ - $639,595 
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SCHEDULE OF FEDERAL FINANCIAL ASSISTANCE 
East Baton Rouge Council on Aging, Inc Baton Rouge, Louisiana 
FEDERAL GRANT PROGRAM FEDERAL GR~NTOR/PASS-THROUGH GRANTORS/ CFDA GRANT YEAR OR AWARD REVENUE PROGRAM TITLE NUMBER NUMBER ENDED AMOUNT RECOGNIZED EXPENDITURES 

The Corporation for National and Community Service Direct Programs: Retired Senior Volunteer Program(RSVP) 94.002 Retired Senior Volunteer Program(RSVP) 94.002 Subtotal CFDA #94.002 Totals for The Corporation for Nationa[ and Community Service 
U.S. Department of Health and Iluman Services Passed through the Governor's Office of Elderly Affairs: Title III- Special Programs for the Aging: TitLe Ill F-Disease Prevention and Health Promotion 93.043 
TitLe Ill E-Area Agency Administration TitLe Ill C-l-Congregate Heals Title ]II C-2-Home Delivered Meats Subtotat CFDh #93.045 

93.045 93~045 93.045 

93,190 48,401 48,401 

06/30/96 10,061 10,061 10,061 
06/30/96 179,387 179,387 
06/30/06 06/30/96 06/30/96 48,176 172,754 60,264 281,194 

48,176 172,754 60,264 281,194 
179.387 
48,176 172,754 60.264 281.194 Title Ill B-In-Home Services 93.046 N/A 06/30/96 4,592 4,592 4,592 Totals for U.S. Department of Health and Human Services 

(Schedule 5 Continued on Next Page) 
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FEDERAL GR/V~TOR/PASS-THROUGH GPJ~NTORS/ PROGRAH TITLE 
U.S. Department of AgrlcuLture Passed through the Governor's Office of Elderly Affairs: Nutrition Program for the ElderLy Nutrition program for the Elderly Subtotal CFDA #10.570 
Total federal grants 

SCHEDULE OF FEDEIC~L FINANCIAL ASSISTANCE 
East Baton Rouge Council on Aging, Inc Baton Rouge, Louisiana For the year ended Jane 30~ 1996 FEDEPJ~L CFDA NUMBER 

(B) 10.570 (C) 10.570 

GPJ~NT NUMBER 

N/A M/A 

YEAR ENDED 

06-30-96 06-30-95 

PROGR/V4 OR AWARD AP~)UNT 

156,837 156,837 313,674 

REVENUE RECOGNIZED 

101,568 -0- 101,568 

Schedule 5 (continued) 

FEDERAL EXPENDITURES 

41,683 22,06~ 63,747 
882,098 625,203 587,382 

The above programs are oil nonmajor. East Baton Rouge CounciL on Aging, Inc. had no major programs during fiscal year 1996 Notes to Schedule of Federal Assistance for the Year Ended June 30, 1996 Note A - Basis of Accounting -The accompanying Schedule of Federal Financial Assistance has been prepared using the modified accural basis of accounting as contemplated under generally accepted accounting principles and which is the same basis of accouting used for presenting the general purpose financial statements. Mote B ~ Revenue was earned and recognized based on units provided June 30, 1996($59,885) and are avai fable for use in fisca however, some funds that were earned were not spent as of year 1997. Note C - Federal expenditures were from funds earned but not spent as of June 30, 1996 



East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana For the Grant Year Ended December 31,.1995 
Costs Incurred For RSVP Were As Follows: 
Volunteer Support Volunteer Expense Total costs incurred 
Costs paid with local match Costs remaining to be paid with The Corporation for National and Con~unity Service and GOEA Funds 

Actual $49,593 21,376 70,969 
_/~776) $67,193 

Costs paid for with GOEA (State) funds received $20,008 Costs paid with funds from The Corporation for National and Community Service $67,193 =~===== 
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Actual % 69.88% 30.12% 
Budqet $53,103 15,686 $68,789 

Schedule 6 

Budqet % 77.20% 22.80% 



S East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana For the year ended June 30, 1996 
There were not any findings noted during the audit that resulted in questioned costs. Exceptions initially noted that could have produced questioned costs were satisfactorily resolved by management accepting recommended audit adjustments. Questioned costs that would have resulted from actual costs exceeding allowable budget limits in programs funded through GOEA were avoided because of transfers from the General Fund. (See Schedule 3) 
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SCHEDULE OF REPORTABLE CONDITIONS. INSTANCES OF NONCOMPLIANCE 
East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana For the year ended June 30, 1996 

REPORTABLE CONDITIONS There Are Situations Where The Desian Of The Internal Control Structure Is Inadeauate. Findings: i. 

2. 

PO/DVs are entered into the payables system and computer checks are processed for most disbursements. The checks are "signed" using a double-signature rubber stamp. The rubber stamp is under the control of the financial officer. The use of the rubber stamp eliminates the benefits of the double- signature requirement. Since the financial officer can approve PO/DVs, make journal entries to the accounting system, prepare this bank statement reconciliation, and has control of the signature stamp, there is a lack of segregation of duties. The Council lacks an adequate system to monitor accounts receivable. a. The business director for Grande Aid bills for that program services. The customers' remittances are received by the accounting department. The accounting department deposits the checks it receives and routes the remittance advices to Grande Aid's business director. The accounting department does not record receivables when services are rendered because it does not receive the billing information from Grande Aid's business director. Further, no one in the accounting department has been assigned the responsibility to double- check recorded revenue against Grande Aid's billing information. 
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REPORTABLE CONDITIONS - 

Auditor's Recommendations: i. 

2. 

b. 

c. 

(continued) The director of public relations does not give the accounting department information when advertising in the Platinum Record or Platinum Plus is sold. Accordingly, the accounting department records advertising revenue from deposit slips rather than from billing information. There are no controls to ensure that (i) all advertising which has been sold has been billed and recorded and (2) that all billings have been collected. Invoices for Grande Meals are prepared by the accounting department but are not recorded as an accounts receivable when the meals are billed. Checks should not be released until the check and the underlying documentation is reviewed by two responsible people, at least one of whom is independent of the accounting function. The best method is to eliminate the rubber stamp and require two manual signatures. An alternative is to have the rubber stamp under the control of the compliance officer and to have both the accounting officer and the compliance officer review and initial the supporting documentation. The chief executive officer should review and initial the supporting documentation if checks need to be issued when the compliance officer or the finance officer is unavailable. The Council's accounting software includes an Accounts Receivable module that is not being used. I recommend the Council begin using this module to properly record and monitor its receivables. In addition, I recommend people be assigned specific responsibilities in the process of billing, recording, collecting, and reconciling the transactions relating to the services mentioned above to eliminate control weaknesses. 
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REPORTABLE CONDITIONS - (continued Management's Response and Action Plan: 1. 

2. Currently, a billing coordinator has been assigned specific responsibilities in the process of billing, collecting and reconciling the transactions relating to accounts receivable. Procedures are in place. There Is Evidence Of Failure To Perform Tasks That Are A Part Of The Internal Control Structure. Findings: i. 

2. 
3. 

The payroll account had not been successfully reconciled since June 30, 1994. The person who was responsible for preparing the reconciliations had tried to reconcile this account but had been unable to. The account had been allowed to remain unreconciled until it was reconciled as part of the fiscal year 1995 audit. No further reconciliations of this account were performed. It was closed in fiscal year 1996. During the audit I discovered that two grant payments for RSVP had been wired into the payroll account and not recorded and that five manual checks for workman's compensation had been written on this account but not recorded. The indirect cost allocation had to be reworked after the workman's compensation payments were recorded. In my detailed test of payroll, there were two instances where the supervisor's signature was not on the subordinate employee's time sheet. In my test of personnel files, I found instances where I-9 forms were not properly filled out, which is required by Federal law. 
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REPORTABLE CONDITIONS 4. - (continued) The current system of fixed asset management is to tag fixed assets when received, although this is not done on a consistent basis. A physical inventory of fixed assets was performed but the results were not reconciled to the books. A final list of fixed assets has not been submitted to GOEA. The fixed asset subledger was not updated nor reconciled prior to the audit. 5. (A) Project Care reports contain errors. (B) Reports to GOEA contain errors. (C) Reports to The Corporation for and Community Service contained National errors. Auditor's Recommendations: These examples of failure to perform tasks that are part of the internal control structure can be cured by proper supervision and follow-up. I. 
2 

3. 

4. 

There is no recommendation for finding #I because this account has been closed and all other bank accounts were properly reconciled. The payroll accountant should not enter time information from time sheets unless the supervisor has approved them. If this is unavoidable because of the demands of getting out the payroll, the employee's check should not be released until the time sheet has been approved. The payroll accountant should review all personnel files to insure they comply with federal law and Council policy. The accounting supervisor should verify that payroll files are properly maintained through "spot checks". The person entering accounts payable into the computer should be responsible for tagging fixed assets before the PO/DV is entered into the computer. The financial officer should verify that new fixed assets are tagged as part of the review of the monthly financial statements. The fixed asset subledger should be updated monthly and reconciled to the general ledger. A physical inventory should 64 



REPORTABLE CONDITIONS 
5. 

Management's Response and Action Plan: I. 
2. 

3. 

4. 

5. 

- (continued) be taken on or about June 30 each year. GOEA should be sent a copy of the fixed asset subledger. All reports to grantor and funding agencies should be reviewed by someone other than the preparer. The Project Care and RSVP reports should be amended because the errors affect future periods. 
All accounts are currently being reconciled monthly. The payroll clerk will not enter time sheets without the approval of the employee's supervisor on the time sheet. Employees' checks will not be released until the time sheet has been officially approved. Supervisors have been instructed on this procedure. The payroll clerk has already reviewed all personnel files and updated information to assure that I-9 forms and other personnel file records are completed as required by Federal law. The payroll clerk is responsible for assuring that all personnel files, including I-gs, are properly completed on all new employees. An accounting clerk has been assigned responsibility for tagging fixed assets before the PO/DVs are entered into the computer. The fixed asset ledger will be updated and reconciled to the general ledger. The finance officer will verify that fixed assets are tagged as part of the review of monthly financial statements. A physical inventory will be sent to GOEA as mandated by its policy. Reports to grantor and funding agencies are being reviewed by the compliance officer in concert with the finance officer who prepares the reports. They are further reviewed and signed by the chief executive officer prior to submission. When necessary, reports will be amended when errors are detected that affect future periods. 65 



Findings: 

Criteria: 
Cause : 
Effect: 

INSTANCES 09" NONCOMPLIANCE 
1. 
2. 
3. 

The Council should have submitted to GOEA a final report of RSVP expenditures within 45 days of the close of the grant year. No report was submitted. Several reports were submitted late to The Corporation for National and Community Service. Amounts reported to The Corporation for National and Community Service were not correct for the December 31, 1995 and the June 30, 1996 reports. The grant awards with GOEA and The Corporation for National and Community Service specify several requirements the Council should follow. The grant awards from GOEA and The Corporation for National and Community Service were not properly monitored. These findings do not produce any effects on the financial statements. Program effected: RSVP: CFDA# 72.002 Auditor's Recommendation: I recommend that the financial and compliance officers be responsible for reading the detailed terms of the grant awards from The Corporation for National and Community Service and GOEA to determine what is required of the Council under these contracts. It is important that these terms be monitored throughout the grant period. Cost reports should be submitted timely and double-checked by someone other than the preparer. 
The financial officer is responsible for timely submission of reports to funding sources and these reports will be checked by the compliance officer prior to submission to the chief executive officer for signing. 
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Other Instances of Noncompliance Other instances of noncompliance the reportable conditions section findings 3, 4, and 5 under the Evidence of Failure to Perform Tas} of the Internal Control Structure. 
are described in of this report as heading There Is ~s That Are a Part (See page 63 and 64) 
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CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana For the Year Ended June 30, 1996 In last year's audit, I reported findings, some of which had also been reported in earlier years. The following discussion will briefly present each finding with a comment as to what action has been taken, if any, to correct it. REPORTABLE CONDITIONS There Are Situations Where The Design Of The Internal Contro Structure Is Inadeauate. Finding #I: 

Corrective Action: 
Finding #2 
Corrective Action : 

Separate positions of Financial Officer and Compliance Officer were created in May, 1996. 
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ORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS 
Finding #3 

Corrective Action : 

REPORTABLE CONDITIONS - (continued - (continued) PO/DVs are entered into the payables system and computer checks are processed for most disbursements. The checks are "signed" using a double-signature rubber stamp. The compliance officer normally stamps'the checks, but I have also observed other accounting personnel performing this function. The compliance officer says that she delegates this function from time to time. However, the use of the rubber stamp makes it impossible to know who has actually approved a check and eliminates any benefits of the double-signature requirement. 
The Council continues to use the double-signature rubber stamp. It is under the control of the Financial Officer and is looked in the safe at the end of the day. Further improvements need to be made in this area. 

There Is An Absence Of ADDroDriate Reviews And APProvals Of Transactions~ Accountina Entries. Or Systems Output Finding #i: 

Corrective Action: 
Finding #2 : 
Corrective Action : 

Reconciling general ledger accounts to the supporting information is not done on a consistent basis. One example is that the accounts payable balance per the general ledger as of June 30, 1995, before audit AJEs, showed a debit(negative) balance. There had been no attempt to resolve this obvious error prior to the audit. A second example is that the Revenue/Expense Report for the General Fund programs as of June 30, 1995, before audit adjustments, showed two insurance assessment programs as having revenue but no expenses. 
The Financial Officer now reviews and reconciles the general ledger accounts each month before financial statements are processed. 
The current internal control PO/DVs to document purchase my test of 60 disbursements, signatures missing. 

system relies heavily on the decisions and approvals. In 23 had PO/DVs with approval 
PO/DVs are not supposed to be entered into the Accounts Payable system without an approval signature. All disbursements tested in the fiscal year 1996 audit were properly approved. 69 



CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS 
s REPORTABLE CONDITIONS - (continued - (continued) 0 s COnSldere~ ADDrO 

Finding #i: 
Corrective Action: 
Finding #2 : 

Correct ive Act ion : 
There IS Tr~inina 

Proper controls were not kept Over Medicaid Waiver Reimbursement billings. The Council did not have a procedure to verify that all services provided were billed and that the amounts billed were received. 
The Medicaid Waiver supervisor is responsible for billing. She has done a better job, but the accounting department is not monitoring accounts receivable. Further improvements are needed in this area. 
Proper controls were also not in place to ensure that payroll costs were properly allocated. I found instances where costs were allocated to programs even though the work was not for those programs. I made several audit journal entries to correct the significant errors made for payroll allocations. Instances noted include misallocation of site managers' wages to the C-2 program when no C-2 meals were delivered from that site, and misallocation of certain employees' wages between the Private Sitters Program, the Medicaid Waiver Program, and the III-B Supportive Services (Homemakers) program. 
The Financial officer reviews the payroll allocations. No problems were noted in this area in the current audit. 
ence that d The d To Fulfill Their AssiGned Functions Finding #i: 

Corrective Action: 
A former employee in the accounting department was assigned the duty of preparing bank reconciliations and was unable to reconcile the payroll account for 16 months. 
This employee was terminated. However, the payroll account remained unreconciled until it was closed. 
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Finding #2 : 
corrective Act ion : 
Finding #3 : 
Correct ive Act ion : 

T - continued) 
In a second example, the compliance officer was unaware that interest expense could not be coded to "Indirect Costs" and allocated to federal programs. 
The Financial officer and the Compliance Officer are now aware of this rule. No interest was coded to "Indirect Costs" in fiscal year 1996. 
In a third example, some of the fixed asset additions acquired under lease-purchase agreements had not been properly recorded. 
The F~nance Officer is now aware of the requirement to treat lease-purchases as capital outlays. Lease purchases in fiscal year 1996 were properly recorded. 

There Is EV The tem Failed To Provide ComDle Because Of Design Flaws Finding #I: 

Corrective Action: 

ent With ObSectives And Curre 

The Financial officer is now reviewing the general ledger detail transactions and the financial statements on a monthly basis. The books required significantly fewer adjustments than in the prior year. 

71 



CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS - (continued REPORTABLE CONDITIONS - (continued 
There ~s ~v~dence Of Failure To Perform Tasks That Are A Part Of The Internal Control Structure. Such As. Reconciliations Not Prepared Or Not Prepared Timely Finding #i: 

Corrective Action: 

Finding #2: 
Corrective Action: 

Finding #3: 

The payroll account had not been successfully reconciled since June 30, 1994. The person who was responsible for preparing the reconciliations had tried to reconcile this account but had been unable to. The account had been allowed to remain unreconciled until it was reconciled as part of the audit. 
This account was not reconciled during fiscal year 1996. Several significant transactions occurred that were not recorded until discovered in the audit. This account was closed prior to year end. The new payroll account and all other bank accounts were properly reconciled at year end. 
In my test of payroll, several cases were noted where the time sheets did not have a supervisor's signature or where a leave slip was missing or not properly approved. 
The policy is that all time sheets must have a supervisor's signature in order to be processed. However, in my test of payroll, there were two cases where the supervisor's signature was not on the timesheet. Further improvement is needed in this area. 
For the two people who are paid commissions on advertising, reconciliations between ads sold and ad revenue collected were not prepared on a consistent basis. Commissions were paid when the ads were sold, and deductions for payments not received in 90 days were supposed to be, but were not made from future commission payments. Commissions were probably overpaid because these reconciliations were not prepared. Corrective Action: Commissions are no longer paid on advertising. 
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CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS 
Finding #7: REPORTABLE CONDITIONS - Ccontinued 

- (continued) 
The current system of fixed asset management is to tag fixed assets when received, although this is not done on a consistent basis. A physical inventory of fixed assets was performed but the results were'not reconciled to the books. A final list of fixed assets has not been submitted to GOEA. The fixed asset subledger was not updated nor reconciled. Corrective Action: These same problems occurred for fiscal year 1996. 

Finding #8: 
Correct ive Action: 

Finding #9: 
Corrective Action: 

Files containing competitive bid documentation for purchases of fixed assets made with General Fund money were not available when requested by me. Management stated that all capital outlays were subjected to competitive bidding. 
Management's policy is unclear as to whether or not competitive bids are required on purchases made with General Fund money. Most, but not all, fixed asset purchases had evidence of bids. Further improvement is needed in this area. 
Cash receipts for the "Emergency Fund" account for March - May, 1994 were not entered into the general ledger until June, 1994. 
All cash receipts are now entered on a daily basis. The "Emergency Fund" account has been closed. 

Finding #i0: (A) Project Care reports contain errors. (B) Reports to GOEA contain errors Amounts on final reports are not correct. C-i & C-2 units reported for USDA reimbursement could not be supported in all cases. 
(C) Reports to The Corporation for National and Community Service contained errors. 74 



ORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS 
Corrective Action: 

REPORTABLE CONDITIONS - (continued - (continued) 
The year end Project Care report did not agree with the June 30, 1996 general ledger amounts. Amounts on the final reports to GOEA did not agree with the books because of year end audit adjustments. However, during fiscal year 1996, C-I and C-2 units were reported directly to GOEA from the Tradewinds system, which is used to accumulate the data. This eliminated differences between the C-I and C-2 units as processed by the Tradewinds System and the units reported to GOEA. Finding #ii: The workman's compensation reports do not reconcile to payroll information. I also found out that the report copies at the Council's office do not always reflect the actual information submitted to the insurance company. Therefore, I could not determine if your workman's compensation premium was over or under paid. Corrective Action: The Payroll Clerk was made aware of this problem. No problems with the workman's compensation reports were noted in the current audit. However, four checks for monthly payments for workman's compensation had not been entered into the accounting records. Finding #12: The Council has a special "Emergency Fund" bank account, which money can be used for any purpose. Proper documentation is sometimes not obtained for disbursements from this account. Some check stubs had receipts attached, some had PO/DV numbers, and some had neither. Corrective Action: The "Emergency Fund" account was closed. There Were Previously Identified Internal Control Structure Defic~encles That Had Not Been Corrected Finding #i: 

Corrective Action: 
Several of the 1993 audit findings, some of which were reported in the 1992 audit, had not been corrected. 
The Council's management is aware of the importance of compliance and has established the separate position Compliance Officer. However, as noted in the above discussions of corrective action taken, not all previously identified internal control deficiencies have been corrected. 
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S - fc 
Finding #i- 
Corrective Action: 

s The Council's audit report for fiscal years 1994 and 1995 should have been completed and delivered to the Legislative Auditor by December 31, 1995 but it was not submitted until February, 1996. 
The fiscal year 1996 audit report will be delivered timely. 

tinq To The Several Instances Of Noncompllance Were Proqram Finding #i: The Council should have submitted to GOEA a final report of RSVP expenditures within 45 days of the close of the grant year. No report was submitted. Corrective Action: No report has been submitted for the 1995 grant year. 
Finding #2: 
Corrective Action: 
Finding #3: 

Corrective Action: 

According to the contract with GOEA the audit was to be completed by November 30, 1995 but it was not. 
The fiscal year 1996 audit report will be delivered timely. 
According to the 1994 grant agreement with The Corporation for National and Community Service the volunteer expenses should have been at least 23.33% of the total program costs but the volunteer expenses were only 18.1% of total program costs. This resulted in questioned costs of $3,482. 
These questioned costs were not disallowed. The volunteer expenses for the 1995 calendar year grant met the grant requirements. 
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CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS - (continued 
Finding #4: 
Corrective Action: 
Finding #5: 

The third quarter report for 1994 and the final report for 1994 were submitted late to The Corporation for National and Community Service. 
Several reports were also submitted late in fiscal year 1996. 
Amounts reported to The Corporation for National and Community Service were not correct for the June 30, 1995 and the December 31, 1994 reports. Corrective Action: There continues to be errors in the reports. 

Finding #6: No documentation was 
Corrective Action: 

in-kind costs used Aging. prepared contemporaneously for the as local match by the Council on 
In-kind costs are now documented by allocating a share of indirect costs to RSVP and funding these costs with a transfer of local money. 

There Were Errors In The Number of Meals Reported To GOEA For USDA Reimbursement Purposes Finding #i: 

Corrective Action: 

For the 6 month period(January I, 1994 - June 30, 1994) the number of meals reported to GOEA for C-I and C-2 meals were 48,046 and 59,741, respectively. According to the Council's records the number of C-1 meals served were 48,459 and 58,839, respectively, for this period of time. The net result is an overreporting of 489 meals. 
C-i and C-2 meals are now reported directly to GOEA from the Tradewinds system, which is used to accumulate the data. This eliminates any differences between the Council's record of meals served and the meals served as reported to GOEA. 
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CORRECTTVE ACTION TAKEN ON PRIOR YEAR FINDINGS - ~continued 
Finding #2: 

INSTANCES OF NONCOMPLIANCE 
For fiscal year 1995 the number of meals reported for C-I and C-2 meals reported to GOEA were 101,996 and 68,377, respectively. The actual number of meals served per the Council's records were 100,710 and 68,157, respectively, resulting in net overreporting of meals of 1,506. Corrective Action: Same as #I. 
e Finding: 

Corrective Action: 

There were numerous adjusting entries posted by me during the audit which changed some of the direct costs charged to the GOEA funded programs. Further, by changing the direct costs, the indirect cost allocation had to be reworked, thereby changing those costs as well. 
There were significantly fewer adjusting entries during the fiscal year 1996 audit. However, reports will still be inaccurate due to audit adjustments. 

There Were Problems In Allocating Indirect costs Amonqst All Of The Council's Proarams Finding #i: 

Corrective Action: 

There were a couple of significant programs sponsored by the Council during the year that were not having any indirect costs allocated to them. The concept used by the Council on Aging to allocate indirect costs is a reasonable method. However, it must include all of the significant programs. 
All significant programs had indirect costs allocated to them in fiscal year 1996. 
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ECTIV t I also had several findings involving immaterial weaknesses in the internal control structure; immaterial instances of noncompliance with laws, regulations, contracts, and grants; and recommendations that I reported to management at the exit conference. Here below are those items and the corrective action, if any, that was taken. IMMATERIAL INSTANCES OF NONCOMPLIANCE 
Formal Trainin~ Needed To ImDrove Skills Finding: 

Corrective Action: 

The financial and compliance officer as well as the accounting supervisor should attend some seminars to improve their skills in governmental accounting as well as compliance matters. Specifically, I recommend basic governmental accounting courses and a course on OMB Circular A-87. These people should also read OMB's compliance supplement and the Common Rule to understand more about the federal requirements associated with grants received by the Council. 
All accounting personnel have begun attending continuing professional education classes. 

Computer Data Needs Off-Site Back-Ur Finding: 

Corrective Action: 

Computer data should be backed up and stored off-site. Presently, there is not any formal requirement to do this. However, the financial~compliance officer does take home a back-up of the key accounting data. Consideration should be given to whether or not other types of data should be backed up and stored off-site, who should do it, how often it should be done, etc. 
The Council has contracted with a computer network administrator. He is responsible for backing up the computer data and storing it off-site. 
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CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS - ~continued IMMATERIAL INSTANCES OF NONCOMPLIANCE- (continued Network Software Problems Need Correctinq Finding: 
Corrective Action: 

The Council experienced several problems with its network software during the audit which created some inefficiency in the process of completing this job as well as allowing the Council to process routine data properly. Management is aware of this and steps are being taken to correct it. 
The Council has changed its network software, upgraded its entire computer system, and contracted with a computer network administrator. 

Cross-Traininq Of Duties Is Needed Finding: 
Corrective Action: 

There should be a cross-training of duties amongst members of the accounting department. I recommended that management take steps to have as many people cross- trained as possible. 
Cross-training of duties accounting department is in 

Job Descriptions Finding: 

Corrective Action: 

amongst members of the process. 
With the addition of two new people in the accounting department after year end, it appears that everyone needs to know what they are supposed to do to make that department function as efficiently as possible and provide for a proper separation of duties and review of work. I encouraged management to make sure each person's job description was complete and not overlapping. I also recommended that a detailed job description be developed for the compliance officer. She does not presently have one. 
Job descriptions have been prepared for all members of the accounting department and for the Compliance Officer. 
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CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS - (continued IMMATERIAL INSTANCES OF NONCOMPLIANCE- (continued Utility Assistance Fund Balance and Bank Balance Were Not Reconciled Finding: 

Corrective Action: 

I noticed that the bank balance for the checking account that had been established to account for the utility assistance donations did not equal the fund balance for that program on the Council's books. The fund balance at any month's end should have equaled the bank balance on the Council's books for the utility assistance program because a separate bank account was used to segregate these funds. However, the Council's bank accounts were consolidated into one account in January, 1996, to facilitate cash management and bookkeeping. 
No corrective action is necessary because the bank accounts are now consolidated. 

Proiect Care Renort(s) Need Amendina Finding: 

Corrective Action: 

I noticed that the Project Care report for June 30, 1995 did not show a fund balance that agrees with the audited fund balance. There is a need for someone to double check the accuracy of these reports and amend any report that is necessary to bring the ending balance as of June 30, 1995 into agreement with the audit report. Management said it would amend the reports. 
The June 30, 1996 Project Care report does not show a fund balance that agrees with the audited fund balance. Accordingly, the report will need to be amended. 

In-Kind Contributions Should Be Valued and Recorded Finding: The Council received a variety of in-kind contributions during the year that included services and material donations. However, no entries were made to record in- kind contributions and corresponding expenses on the Council's books because there was not any objective evidence available at the time the donation was made to determine its value. I recommended to management that any time an in-kind donation is made that evidence be gathered contemporaneously and objectively to support the amounts that are going to recorded on the Council's books. Tracking the value of the in-kind contributions can inform the users of the Council's financial 8] 
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Corrective Action: 

IMMATERIAL INSTANCES OF NONCOMPLIANCE- (continued statements about other resources that are being provided to the Council to support its programs and objectives. Management indicated it would track these better in fiscal year 1996. 
Management has not yet followed this recommendation, but intends to do so. 

Finding: 
Corrective Action: 

es Exceedea ins e The Council's management is responsible for taking steps to maintain adequate depository insurance on collateral over its bank deposits. This was not done in 1994 and 1995. However, steps have been taken in January, 1996, to correct this situation. 
The Council now has only three bank accounts - payroll, operating, and short-term investment. All amounts in the operating account in excess of $I0,000 are automatically transferred to the investment account, where they are invested overnight in Treasury notes and/or Treasury bonds. dd Finding: ams 1 Any time a new program is added or an existing one is expanded beyond initial budget considerations, management must measure the impact on indirect cost allocations to all programs required to absorb these costs. In particular, grant programs may not absorb as much costs as anticipated which can ultimately result in unused revenues at the end of the grant period. This effect has a positive benefit because more program money can be used to provide direct services rather than pay for overhead costs. I recommend that any time a new program is added or an existing one is expanded, that a proposed budget revision be developed and the impact be assessed by management with approval by the Board of Directors before the Council proceeds with the new program or existing program expansion. Corrective Action: No new programs were added in fiscal year Management intends to follow this recommendation programs are added or expanded in the future. 82 
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CTIVE - I co 
s Participants Finding: The Council has an assessment process whereby it assigns a score to a person applying to receive home delivered meals based upon an evaluation by one of the outreach workers. A total score of 105 points or more is used to separate those people of greatest need from those people who are not in as much need. This is to help the council make sure its funds for the Title III C-2 program are first used where needed the most. 

Corrective Action: 

There were some instances noted by me during the eligibility tests where documentation about the assessment was not updated to show why a person was receiving a meal even though his score was less than 105. There needs to be a more efficient method to track participant data. One suggestion is to use a master worksheet including information; such as, name of participant, participant number, date service began, date service ended, total account score, date of last assessment, and reason why a person with less than 105 points is receiving a meal. 
No eligibility problems were noted in the fiscal year 1996 audit. 
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EXIT CONFERENCE East Baton Rouge Council on Aging, Inc. Baton Rouge, Louisiana For the Year Ended June 30, 1996 
The exit conference was held on December 5, 1996, at the Council' nistrative office in Baton Rouge, Louisiana. The conference wa nded by Neil G. Ferrari, C.P.A.; Sheryl Dawkins, C.P.A.; Sharo eur, Chief Executive Officer; Mike Edwards, Compliance Officer son LeBlanc, Financial Officer; Joan Gallien, Clerical Supervisor Hill, Audit Manager of the City of Baton Rouge; Reginald Brown rman of the Board; and Dorothy Green, Board Member. 

s s n 
t 

During the exit conference I orally presented the findings that I noted during the audit of the Council's 1996 financial statements. These findings included reportable conditions, including material weaknesses in the internal control structure, instances of noncompliance, as well as some immaterial findings, other comments, and recommendations for management to consider. The reportable conditions and instances of noncompliance have been described on pages 61 to 67 of this audit report. The other findings, comments, and recommendations that I presented to management for consideration at the exit conference were as follows: i. 

2. 

3. 

The Council should require time sheets and mileage logs be done in ink. Management's Response and Action Plan: All supervisors have been notified to inform employees that time sheets and mileage records must be done in ink. The Council should follow the GOEA bid requirements even if local funds are used for the purchase of fixed assets. Management's Response and Action Plan: to obtain with state 
Objective evidence to document the value of in-kind contributions should be obtained to permit values to be recorded on the books. There are special requirements relating to your ability to do this as permitted by generally accepted accounting principles. Consult us for help in this area. 
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4. 

5. 

6. 

7. 

Management's Response and Action Plan: East Baton Rouge Council on Aging has given to the accounting clerk supervisor the responsibility for tracking in-kind contributions, reporting these monthly, and preparing an annual report of in-kind donations. This individual is gathering any evidence necessary to document in-kind donations. These will be recorded on the council books in the future. The Council should amend the 2 year Title IIIB legal services contract to reflect the higher level of expenditures that GOEA required in this area. Management's Response and Action Plan: The Title IIIB legal services reflect the change in contract contract has been amended to amounts. The compliance officer should perform a self-assessment of the Council. Management's Response and Action Plan: The compliance officer is preparing a self-assessment instrument to be used by the council, and a self-assessment will be conducted during fiscal year 1997. Remember to incorporate debt service payments into the Council's General Fund budget. Interest income should also be budgeted. Management's Response and Action Plan: Debt service payments are now budget, and, when the budget is be a budgeted revenue. included in the general fund amended, interest income will 
The Compliance and Financial officers should attend courses specifically designed to meet the Council's needs and learn more about governmental compliance and accounting. This area is changing constantly and they need to keep updated. They may also need to buy some books and publications to use as reference materials. Management's Response and Action Plan: The compliance and financial officers, as well as other staff, will attend classes, seminars, etc. dealing with governmental compliance and accounting issues. Various books and publications to be used as reference materials have already been obtained. The budget will dictate the amount of 85 



training that can be provided and the Council's ability to purchase reference materials. 
The reportable conditions, instances of noncompliance, and recommendations were acknowledged by those who attended the exit conference. Management has responded and stated its action plan relating to my findings and these comments have been incorporated within this report where applicable. I did not have any disagreements with the Council's management during the audit. No separate management letter was issued by me as a result of the audit. I have considered my oral discussions at this exit conference along with the written comments aboDt the reportable conditions, instances of noncompliance, and recommendations included in this report to be sufficient information for the Board of Directors and any party who may use this report. 

86 


