
 



 



 



MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATION, INC. MER ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS MARCH 31, 1996 
NOTE i - Summary of Siqnificant Accountina Policies A. Statement of Presentation: 

B. Organization: Morehouse Community Improvement Organization, Inc. was organized to promote and develop economic opportunities for the people of Morehouse and West Carroll Parishes. The Agency is operated exclusively for charitable, educational, and scientific purposes. The main operation is a headstart program. The Agency is not a component unit of any other governmental organization. C. Estimates: 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 could differ from those estimates. D. Cash Equivalents: Cash equivalents consist of short-term, highly liquid investments which are readily convertible into cash within ninety (90) days of purchase. E. Fixed Assets: Fixed assets acquired by the Agency are considered to be owned by the Agency. However, State and Federal funding sources maintain equitable interest in the property purchased with grant monies as well as the right to determine the use of any proceeds from the sale of these assets. The State and Federal governments have a reversionary interest in those assets purchased with its funds which have a cost of $500 or more. The Agency follows the practice of capitalizing, at cost, all expenditures for fixed assets in excess of $500. Depreciation is not recorded by the Agency. 
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MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATIONI INC. MER ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS(CONTINUED) MARCH 31, 1996 
NOTE 1 - Summary of Sianificant Accountina Policies F. Contributions: (Continued) 

All contributions are considered to be available for unrestricted use unless specifically restricted by the donor. Amounts received that are designated for future periods or restricted by the donor for specific purposes are reported as temporarily restricted or permanently restricted support that increases those net asset classes. When a temporary restriction expires, temporarily restricted net assets are reclassified to unrestricted net assets and reported in the statement of activities as net assets released from restrictions. G. Functional Allocation of Expenses: The costs of providing the various programs and other activities have been summarized on a functional basis in the statement of activities. Accordingly, certain costs have been allocated among the programs and supporting services benefitted. H. Cash in Bank: All funds are in institutions insured by an agency of the Federal Government, the Federal Deposit Insurance Corporation. Government securities with a PAR value of $25,000 have been pledged to secure amounts over $I00,000. I. Related Party Transactions: There were no related party transactions for the year ended March 31, 1996. NOTE 2 - Fundina Policies and Sources of Funds The Agency receives its monies through various methods of funding. Most of the funds are received on a grant basis from federal, state and local sources. Under this method funds are received as needed or on a monthly or quarterly allocation of the total budget (grant) in advance of the actual expenditure. The Agency also receives funds as a reimbursement of actual expenditures, and upon a per unit of service provided method. The Agency also receives funds by contributions from both public and private sources. 
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MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATION, INC. MER ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS(CONTINUED) MARCH 31, 1996 
Fundina Policies and Sources of Funds (Continued) Grants and contracts received for the period April i, 1995 to March 31, 1996 are as follows: Fundina Source Revenue RecoGnized 
Federal Department of Health and Human Services (Includes $753 of Interest Earned on Grant Funds) 1,151,008 Louisiana Department of Education NOTE 3 - Grants Receivable 

NOTE 4 
NOTE 

130,870 
Grants receivable at March 31, 1996, consists of reimbursements for expenses incurred under the various grant programs. The following list presents grants receivable by fund at March 31, 1996. Department of Education Department of Health and Human Services Total - Board of Directors' ComDensation 

6,150 124,782 
The Board of Directors is a voluntary board; therefore, no compensation has been paid to any member. 5 - In-Kind Contributions The Agency year from have been have been NOTE 6 - Income Tax Status The Agency, a non-profit corporation, is exempt from federal income taxation under Section 501 (C) (3) of the Internal Revenue Code. NOTE 7 - Chanaes in General Fixed Assets A summary of changes in general fixed assets follows: Balance Balance April i, 1995 Furniture and Additions March 31, 1996 Equipment 467,300 198,516 665,816 -19- PERRY, POWELL & COMPANY A PROFESSIONAL ACCOUN13N~ CORPORATION 



 



 



MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATIONt INC. MER ROUGE, LOUISIANA CORRECTIVE ACTION TAKEN ON PRIOR YEAR FINDINGS MARCH 31, 1996 
Prior Year Finding/Noncompliance: Only one person was trained in all accounting and computer applications with no rotation of duties. Corrective Action: Cross-training procedures have not yet been implemented. 
Prior Year Finding/Noncompliance: The fixed asset list was not updated at year end with all additions and deletions. Corrective Action: The Agency is attempting to implement this recommendation. However, the fixed asset list is still not being updated completely and on a timely basis. Prior Year Finding/Noncompliance: to sign checks and some of the signed by her or had only one Only two board members had authority checks to the Executive Director were signature. Corrective Action: Another board member has been given the authority to sign checks. 
Prior Year Finding/Noncompliance: The Agency did not have a computer policy or processing manual. Corrective Action: The fiscal officer has developed a flow chart depicting policies and procedures. 
Prior Year Finding/Noncompliance: amount of meal money receipts to There were no records to tie the deposit tickets. Corrective Action: The Agency has implemented a system of record keeping which adequately accounts for meal money receipts. 

Corrective Action: The expenses reversed. 
Prior Year Finding/Noncompliance: wages paid by subcontractors or requirements. The Agency did not determine if contractors met the Davis-Bacon 
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MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATION, INC. MER ROUGE, LOUISIANA FINDINGS, RECOMMENDATIONS, AND CORRECTIVE ACTIONS - CURRENT YEAR FOR THE YEAR ENDED MARCH 31, 1996 
Finding: 
Cause: 
Effect: 

The Agency has not fully developed policies or procedures to determine if wages paid by subcontractors or contractors met prevailing wage determinations under Davis-Bacon requirements. The Agency was unaware of all the requirements of the Davis-Bacon Act. There is no effect on the Agency is not in compliance financial reports but the with general requirements. Recommendation: We recommend, that for any future work performed by contractors or subcontractors, that each be checked to see if they are in compliance with the Davis-Bacon Act before final payment is made. 
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MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATION, INC. MER ROUGE, LOUISIANA NOTES TO FINANCIAL STATEMENTS(CONTINUED) MARCH 31, 1996 
NOTE 8 - Accrued Leave The Agency does not provide annual leave for its employees and therefore has no accrued annual leave. NOTE 9 - Noncompliance Findinas and Ouestioned Costs The Corporation receives funding/grants from various government agencies and such funding is subject to certain requirements and conditions. The items listed in the schedule of findings and questioned costs will be reviewed by the appropriate funding agency and a final resolution of the questioned costs will be made by such agency. NOTE i0 - Bank Loan The Office of Human Development Services in Dallas, Texas, requested a refund of $5,034 and $933 for transportation costs paid in excess of the contract amount for the fiscal years ended March 31, 1986 and 1987, respectively. The Board borrowed funds from the Bank of Morehouse in the amount of $4,700 which, added to other donations, were used to pay off the entire amount. The balance of the loan was paid in the year ended March 31, 1996. NOTE ii - Chanaes in Accountina Principles The Agency adopted the provisions of Statement of Financial Accounting Standards No. 116, Accountinq for Contributions Received and Contributions Made and No. 117, Financial Statements of Not-for-Profit Orqanizations for the year ended March 31, 1996. Statement No. 116 requires the Agency to distinguish between contributions that increase permanently restricted net assets, temporarily restricted net assets, and unrestricted net assets. It also requires recognition of contributions, including contributed services meeting certain criteria, at fair values. Statement No. 117 establishes standards for general purpose external financial statements of not-for-profit organizations and requires a statement of financial position, a statement of activities, and a statement of cash flows. The adoption of the above had no cumulative effect on net assets at the date of adoption. Before adoption of FASB No. 116 and No. 117, the Agency presented financial information on the basis of funds and account groups as in accordance with governmental generally accepted accounting principles. 
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Rowland H. Perry, C.F~A. Ronney D. Thornas,C.l~A. (Dec.) Connie J. PoweU, C.t~A. 

PERRY, POWELL & COMPANY A PROFESSIONAL ACCOUNTING CORPORATION 1505 ROYAL AVENUE MONROE, LOUISIANA 71201 TELEPHONE 323-1411 FAX 323-4023 
September 20, 1996 

, Accounting And Auditing , HU,O. Audits ~ Non-Profit Organizations ~ 8usir~ess And Fir~ancial Piar~ning ~ TaX pteparalion & planning -- Individual & Partnership Corporate & Real Estate 

Board of Directors, Morehouse Community Improvement Organization, Inc. Mer Rouge, Louisiana We have audited the financial statements of Morehouse Community Improvement Organization, Inc., as of and for the year ended March 31, 1996, and have issued our report thereon dated September 20, 1996. We conducted our 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 we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. The management of Morehouse Community Improvement Organization, Inc. 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 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. In planning and performing our audit of the financial statements of Morehouse Community Improvement Organization, Inc. for the year ended March 31, 1996, we obtained an understanding of its internal control structure, with respect to the internal control structure, we obtained 
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As discussed in Note Ii to the financial statements, in 1995 the Agency changed its method of accounting for contributions and its method of financial reporting and financial statement presentation. 

In accordance with Government Auditing Standards, we have also issued a report dated September 20, 1996 on our consideration of the Morehouse Community Improvement Organization's internal control structure and a report dated September 20, 1996 on its compliance with laws and regulations. 
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MOREHOUSE COMMUNITY IMPROVEMENT ORGANIZATION, INC. MER ROUGE, LOUISIANA MARCH 31, 1996 

PAGE INDEPENDENT AUDITORS' REPORT 1-2 INTERNAL CONTROL REPORTS: Independent Auditors' Report on the Internal Control Structure Based on an Audit of Financial Statements Performed in Accordance with Government Auditina Standards 3-5 Independent Auditors' Report on Structure Used in Administering COMPLIANCE REPORTS: 
the Internal Control Federal Awards 6-8 
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an understanding of the design of relevant policies and procedures and whether they have been placed in operation, and we assessed control risk in order to determine our auditing procedures for the purpose of expressing our opinion on the financial statements and not to provide an opinion on the internal control structure. Accordingly, we do not express such an opinion. We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention relating to significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the entity's ability to record, process, summarize, and report financial data consistent with the assertions of management in the financial statements. i. 

2. 

We found there is no rotation of duties. Only one person is trained in all accounting and computer applications even though there is adequate staffing. This could cause serious problems in the event of the fiscal officer's death or disability. We recommend that another accounting staff member be trained in all accounting and computer procedures as a precautionary measure, and that they rotate duties quarterly to ensure proper cross-training. We also recommend that a schedule of duties be prepared that include the monthly and yearly due dates for the work to be completed. Reply: The Executive Director agreed with this recommendation and intends to begin implementation. The fixed asset inventory list was not updated at year-end. We recommend the list be updated to show all additions and deletions during the year. We also recommend that all assets be tagged with identification numbers. Reply: The Executive Director concurred with this finding and has begun an immediate update of the fixed asset inventory list. She has also begun to implement procedures to ensure the proper labeling of the fixed asset inventory. 3. The accounting department does not print a general ledger on a monthly basis. We recommend that one be printed monthly. Reply: The Executive Director agreed with this finding and will begin to implement this recommendation. A material weakness is a reportable condition in which the design or operation of the specific 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 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. 
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September 20, 1996 
INDEPENDENT AUDITORS' REPORT ON THE INTERNAL CONTROL STRUCTURE USED IN ADMINISTERING FEDERAL AWARDS 

Accounting And Auditing H.U.D. Audits Non-Profit Organizations Business And Financial PLanning Tax Preparation & Planning -- Individual & Partnership -- Corporate & Real Estate 

To the Morehouse Community Improvement Organization, Inc. Mer Rouge, Louisiana We have audited the financial statements of Morehouse Community Improvement Organization, Inc. as of and for the year ended March 31, 1996, and have issued our report thereon dated September 20, 1996. We have also audited the Agency's compliance with requirements applicable to major federal programs, and have issued our report thereon dated September 20, 1996. We conducted our audits in accordance with standards; General of Circular A Government Auditinq Standards, the United States; and Office of -133, Audits of Institutions of 
generally accepted auditing issued by the Comptroller Management and Budget (OMB) Hiqher Education and Other Nonprofit Institutions. Those standards and that we plan and perform the audit to obtain OMB Circular A-133 require reasonable assurance about whether the financial statements are free of material misstatement and about whether the Agency complied with laws and regulations, noncompliance with which would be material to a major federal program. 

The res sys man 
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Political Activity Davis-Bacon Act Eligibility Reporting (Federal Financial Reports) Civil Rights Cash Management 

nd Equipment dger 
Services Allowed Facility Licensing Standards Cost Allocation Matching Levels Drug-Free Workplace Allowable Costs Administrative Requirements 

Morehouse Community Improvement its total federal awards under 

PERRY, POWELL & COMPANY A PROFESS~AL ACCOUNTINO CORPOP~T~ON 



We noted certain matters involving the internal control structure and its operation that we consider to be reportable conditions under standards established by the American Institute of Certified Public Accountants. Reportable conditions involve matters coming to our attention concerning significant deficiencies in the design or operation of the internal control structure that, in our judgment, could adversely affect the Agency's ability to administer federal awards programs in accordance with applicable laws and regulations. I. We found there is no rotation of duties. Only one person is trained in all accounting and computer applications even though there is adequate staffing. This could cause serious problems in the event of the fiscal officer's death or disability. We recommend that another accounting staff member be trained in all accounting and computer procedures as a precautionary measure, and that they rotate duties quarterly to ensure proper cross-training. We also recommend that a schedule of duties be prepared that includes the monthly and yearly due dates for the work to be completed. Reply: The Executive Director agreed with this recommendation and intends to begin implementation. 2. The fixed asset inventory list was not updated at year-end. We recommend the list be updated to show all additions and deletions during the year. We also recommend that all assets be tagged with identification numbers. Reply: The Executive Director concurred with this finding and has begun an immediate update of the fixed asset inventory list. She has also begun to implement procedures to ensure the proper labeling of the fixed asset inventory. 3. The accounting department does not print a general ledger on a monthly basis. We recommend that one be printed monthly. Reply: The Executive Director agreed with this finding and will begin to implement this recommendation. 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 of risk that noncompliance with laws and regulations that would be material to a federal program may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. Our 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, we believe none of the reportable conditions described above is a material weakness. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
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Rowland H. Pecry, C.f~A. Ronney D, Thorr~s,C.~A. (Dec.) C~nnie J. P~well, C.RA. 

PERRY, POWELL & COMPANY A PROFESSIONAL ACCOUNTING CORPORATION 1505 ROYAL AVENUE MONROE. LOUISIANA 71201 TELEPHONE 323-1411 FAX 323-4023 
September 20, 1996 

Accounting And Auditing HU.D. Audits Non-Pr0fit Organizations Business And Financial Ptanning Tax Prep~aSon & Planning -- Individual & Partnership -- Corporate & Real Estate 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH LAWS, REGULATIONS, CONTRACTS, AND GRANTS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 

TO Morehouse Community Improvement Organization, Inc. Mer Rouge, Louisiana 
g r d e 

The results of our tests indicate that, with respect to the items tested, Morehouse Community Improvement Organization, Inc. complied, in all material respects, with the provisions referred to in the preceding paragraph. With respect to items not tested, nothing came to our attention that caused us to believe that Morehouse Community Improvement Organization, Inc. had not complied, in all material respects, with those provisions. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
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Rowland H, Perry, C.RA. Ronney D, Thorrms,C.P.A. (Dec.) Connie J. Powell, C.RA. September 20, 1996 
INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH SPECIFIC REQUIREMENTS APPLICABLE TO MAJOR FEDERAL PROGRAMS 

Accounting And Auditing H.U.D, Audits Non-Profit Organizations Business And Financial Planning Tax Preparation & Planning -- Individual & Patlnership -- Corporate & Real Estate 

To the Morehouse Community Improvement Organization, Inc. Mer Rouge, Louisiana We have audited the financial statements of Morehouse Community Improvement Organization, Inc. as of and for the year ended March 31, 1996, and have issued our report thereon dated September 20, 1996. 

We conducted our audit of compliance with those requirements 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-133, Audits of Institutions of Hiaher Education and Other Nonprofit Institutions. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether material noncompliance with the requirements referred to above occurred. An audit includes examining, on a test basis, evidence about the Agency's compliance with those requirements. We believe that our audit provides a reasonable basis for our opinion. The results of our audit procedures disclosed immaterial instances of noncompliance with the requirements referred to above, which are described in the accompanying Schedule of Findings and Questioned Costs. We considered these instances of noncompliance in forming our opinion on compliance, which is expressed in the following paragraph. 
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~ Accounting And Auditing Rowland H. Perry. C.P.A. ~ HU.O. Audits ~ Non-Profit Organizations Ronney D. Thomas,C.RA. (Dec.) September 2 0 f 19 9 6 ~ Business And Financial Planning Connie J. Powell. C.I~A. ~ Tax Preparation & Planning -- Individual & Partnership -- Corporate & Real Estate INDEPENDENT AUDITORS' REPORT ON COMPLIANCE WITH GENERAL REQUIREMENTS APPLICABLE TO FEDERAL PROGRAMS 
To Morehouse Community Improvement Organization, Inc. Mer Rouge, Louisiana We have audited the financial statements of Morehouse Community Improvement Organization, Inc. as of and for the year ended March 31, 1996, and have issued our report thereon dated September 20, 1996. We have applied procedures to test Morehouse Community Improvement Organization, Inc.'s compliance with the following requirements applicable to its federal programs, which are identified in the accompanying schedule of federal awards for the year ended March 31, 1996: political activity, Davis-Bacon Act, civil rights, cash management, eligibility, federal financial reports, drug-free workplace, allowable costs and administrative requirements. Our procedures were limited to the applicable procedures described in the Office of Manaqement and Budqet's Compliance Supplement for Audits of Institutions of Hiaher Learnina and Other Non-Profit TnstitutJons. Our procedures were substantially less in scope than an audit, the objective of which is the expression of an opinion on Morehouse Community Improvement Organization, Inc.'s compliance with the requirements listed in the preceding paragraph. Accordingly, we do not express such an opinion. With respect to the items tested, the results of our 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 our attention that caused us to believe that Morehouse Community Improvement Organization, Inc. had not complied, in all material respects, with those requirements. This report is intended for the information of management and the Legislative Auditor of the State of Louisiana. However, this report is a matter of public record and its distribution is not limited. 
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September 20, 1996 
INDEPENDENT AUDITORS' REPORT 

TO the Board of Directors, Morehouse Community Improvement Organization, Inc. Mer Rouge, Louisiana 

We co stand Gener Manag Hiahe 

Accounting And Auditing H.U.D. Audits Non-Profit Organizations Business And Financial Planmng Tax Preparation & Planning -- Individual & Partnership -- Corporate & Real Estate 

nducted our audit in accordance with generally accepted auditing ards; Government Auditinq Standards, issued by the Comptroller al of the United States; and the provisions of the Office of ement and Budget OMB Circular A-133, Audits of Institutions of r Education and Other Nonprofit Institutions. Those standards and OMB Circular A-133 require that we plan and perform the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 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. We believe that our audit provides a reasonable basis for our opinion. The Agency charges to expenses the fixed assets purchased during each year, and then adds the purchases to its fixed assets-net assets account. In our opinion, the fixed assets should be depreciated over their estimated useful lives to conform with generally accepted accounting principles. The effects on the financial statements of the preceding practices are not reasonably determined. 
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