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April 2, 1997 

To the Board of Directors of the Audubon Institute, lnc 

/\l<l~l lui~ ~NDI~RSI:IN 

As part of our audit of the financial statements of the Audubon Institute (the Institute) for |he year ended December 31, 1996, we considered the lnstitute's internal control structure in determining the scope of our audit procedures for the purpose of rendering an opinion on the financial statements. While our primary purpose in this engagement was not to provide assurances on the internal control structure, we noted certain matters that we want to bring to your attention. These matters are described in the accompanying memorandum. This letter and the accompanying memorandum are intended solely for the use of management and tire Board of Directors and is riot intended for any other purpose 
We appreciate the courtesies and cooperation extended to our representatives during the course of their work. We would be pleased to discuss the recommendations in greater detai or otherwise assist in their implementation at your convenience. Very truly yours, 
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The Foundation's yeal-end endowment fund assets per the unadjusted general ledger balanc( were approximately $8(/,000 higher than the portfolio value per the Prudential Securities (Prudential) statement. The h~stitute referred this difference to Prudential for explanation. When Prudential could not reasonably explain this difference, the Institute assumed the Prudential statement was correct and adjusted its general ledger to reflect the balance per the Prudential statement. In comparing the detailed Prudential statement to the year-end Lazard Freres statement, we discovered that the majority of this difference was due to Prudential's failure to price certain securities purchased close to year-end; therefore, the value of these securities was excluded from its year-end statement. We recommend that the Institute revise its reconciliation procedures to include a detailed review of the Prudential statement each month and comparison of the Prudential statement to the Lazard Freres statement for reasonableness. Managenlenl's Response The reconciliation of the December Prudential custodian statement to Audubon's records was incomplete at the time the audit commenced. While both management and its Prudential consultants had looked at this problem, the unpriced securities positions were not specifically identified as the source of the difference being investigated. Accordingly, management adjusted its accomrting of endowment investments to reflect the Prudential statement balance. The audit team identified the unpriced securities as the problem and the reconciliation was completed. An adjustment was recorded. 
Expense Reimbursements We noted that in at least one instance, the Institute paid "late charges" for a corporate credit card account because the Institute failed to pay the bill by the due date. We recommend that management consider discontinuing credit cards in the name of and paid directly by lhe Institute. This policy would further enhance internal controls in that the Institute would not be committed to pay for potential unauthorized purchases. The/nstitute would simply reimburse employees after they have provided adequate supporting documentation. If this policy is not modified, we reconunend that the Institute implement procedures to ensure that late charges are not required to be paid on credit cards. 
Managenwn t ' s Respott st' Management implemented procedures in 1996 to ensure that the card statements are routed directly to the Finance Office by the mailroom. Finance is then able to ensure that the payment is processed on a timely basis. Finance Office personnel carefully review credit card statement activity and the adequacy of supporting docunrentation turned in by the cardholder. Procedures include referring copies of the statements to 



_Payroll 
Executive Vice If'residents if necessary to clear up questions. There are only five cards outstanding at this time. Management believes that it has appropriately limited the number of company credit cards in use given current business conditions 

In our testing of a sample of payroll disbursements, we noted that not all employee time cards (all departments but Zoo) and departmental finre summaries (Zoo) forwarded to Human Resources for payroll processing were signed hy department supervisors evidencing their Teview/approval, We recon'm~end that management reinforce to department supervisors the inrportance of reviewing support for employee time and evidencing their review by signing/initialing applicable documentation. We also noted that t tR hldependently verifies the accuracy of time reported by individual departments in addition to their duties of physically processing the payroll; however, department supervisors are primarily responsible for ensuring fl~at all and only bona fide employees are paid for the hours they actually work. This payroll processing procedure and management control create duplicative work performed by the HR department. We recommend that Management evaluate the procedures currently used in processing payroll, as well as other areas, lo ensure that the Insfihlte's time and resources are being used to their fullest potential. Management's Response Management will reinforce with its supervisors the requirement that employee time documentation be reviewed and that evidence of that review be documented. Management will evaluate tire cost effectiveness of the quality control procedures being performed in the Human Resources department to ensure that payrolls are processed timely, efficiently and accuralely. 
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ml(ll lull, AN1 )IiI<St!N ].] ,1~ 

REPORT OF INDEPF~NDENT PUBLIC ACCOUNTANTS 
To tire Board of Directors of The Audubon Institute, lnc We have audited the accompanying balance sheet of The Audubon Institute, Inc. (a l.ouisiana not-for-tm,l Corporation - the Institute) as of December 31, 1996, and the related statenrenb; of activities and cash flo~, the year then ended. These financial statements ale the responsibility of the lnstitute's management. O~,~ responsibility is to express an opinion on these financial statements based o*'t our audit. We conducted our audit in accordance with generally accepted auditing standards and the standards It Jinancial audiLs contained in Government Auditing._Standar.d_s (1994 Revision) issued by the ComptrolLt 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 An aud includes examining, on a test basis, evidence supporting the amounts and disclosures in the finaucial statements. An audil also includes assessing the accounting principles used and significant estimates n by ]nanagement, as well as evaluating the oveJall financial statement presentation. We believe that oul provides a reasonable basis for our opinion. ]In our opinion, the financial statements referred to above present fairly, in all material respects, the fina position of the Institute as of December 31, 1996, and the changes in its net assets and cash flows for the then ended in conformity with generally accepted accounting principles. In accordance with Government Audiling__Standaj~ds, we have issued a report on our consideration Institute's internal conlrol structure and a report on its compliance with laws and regulations, both April 2, 1997. 

New Orleans, Louisiana April 2, 1997 

lh~' att'd 



ASSETS: Cash Grants leceivable Investments (Notes 2 and 10) Accrued interest receivable 

TI IE AUI)UBON INSTITUTE' INC. 
BALANCE StlEET AS OF I)ECEMBER 31. 1996 

Pledges receivable (Note 3) Due from permanently restricted net assets Due from Audubon Commission Prepaids and olher assets Project design costs (Note 6) Eqoipme~t Jess acc~z:,~late,d depreciation of $156.229 
LIABILI~I IES Accounts payable Due to Audubon Commission (Note 6) Accrued salaries Accrued sick and vacation Other Due to unrestricted net assets Bank lines of credit (Note 8) Total liabilities NET ASSETS Unrestricted Temporarily restricted (Note 4) Permanently restricted (Note 5) "Iotal net assets Total liabilities and net assets 

Permanently Temporarily Restricted Unrestricted Restricted (Endowment} __ 3 ~t. 
$ 436.373 651,248 479,097 $ 260,405 $ 1,119,462 9,925,017 61,305 961,166 8,617 720,482 
___ 4~9_5! 

12,115,291 23.647 651 2.1~4 13,71 ~Si0 2~~,17 9,92 ~ n17 t 1.~(15 9( 1 I~,~i ~. !,17 7'2'n 1';2 

8~09 
1,796,496 
_.~z__2 6_A4 e6 

11,304,884 
1~1 304,884 

61.305 
61,305 ___tz6i? LI!]S 
12,077,633 12~077,633 L12A~8 

The accompanying notes are an integral part of this financial statement 
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THE AUDUBON INSTITUTE IN( STATEMENT OF ACTIVfHES AND CHANGES IN NET ASSF/I'S 

REVENUE AND GAINS 
FOR THE YEAR ENDED DECEMBER 31 1996 

Gifts and grants Exhibit/program sponsorship Gains on securities Investnlent income Imputed interest on pledges Fundraising activities Other (Note 9) Net asseL~ released from time and other restrictions Total revenue and other support FUNCTK)NAL EXPENSES: Development Fundraising Environmental policy Interest Other Total expenses EXCESS OF SUPPORT AND REVENUE OVER I(XPENSES BEFORE TRANSFERS SPECIFIC GRANTS TO AUDUBON COMMISSION FOR OPERATIONS' SUPPORT AND CAPITAL PROJECTS (Note 6) J-NDOWMENT INCOMf- TRANSFERRED TO AUDUI3ON COMMISSION FUNDS (Note 5) TRANSFERS TO THE UNIVERSITY OF NEW ORLEANS (Note 10) CHANGE IN NET ASSETS FOR THE PERIOD BEFORE CUMULATIVE EFFECT OF CItANGE 1N ACCOUNTING PRINCIPLE CUMUI.ATIVE EFFECT OF ACCOUNTING 

Unrestricted 
$ 4,007,578 501,767 22,614 59,533 694,910 776,013 

Temporarily Restricted 
$ 2,163,281 69,227 722,489 

Permanently Restricted (Endowment) _ q or 
$ 1,381 895,808 45~877 
(776,013) __2~1~9h (3,937,391) _ 1,811,595 __8~11~1 (982,394) 920,622 257,222 149,978 74,140 10,035 67.000 
2.392.648 
28.419 _1~41~1997 670~00000 ~~ 28,419 

$ 4,00 ,578 2,66,, ,E,(~ qlq 422 58~{, C 72? 4Y,9 (}91 ttl {I 

9211.~22 2~, .222 ~ 4 14(} _ I/%:4M _1,b{'7,4] 6 6,776,214 (1,049,394) 2,364,229 8,{}ql {,.I{ 
(6,072,742) 

703,472 (1,049,394) CtlANGE (Note 2) ~O0_0 CHANGE IN NET ASSETS FOR THE PER]OI) ~472 _ 1J1~_49,394) Nel asset,q, January 1,1996 _._!,1_0~Q_24 12,354,278 Nel assets, December 31, 1996 ~.J~7~.4j)~ ~1~.~: 

(524,208) ~ 0) 
640,021 
788~3848 __ 7~9 

The accompanying notes are an integral part of this financial statement 3 
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TIlE AUDUBON 1NSTFIUTE INC. 
STATEMENT OF CAStt FLOWS FOR THE YEAR ENI)EI) DECEMBER 31,1996 

(.'.ASH FLOWS FROM OPERATING ACTIVITIES: Change in net assets for the year before cumulative effect of change in accounting principle Adjustments to reconcile to cash provided by operations: Depreciation Decrease in pledges receivable Grants receivable, due from Audubon Commission, and other assets Accounts payable, due to Audubon Commission, and other liabilities Cash provided by operating activities (-'ASH FLOWS FROM INVESTING ACTIVITIES hwestment in museum project Increase in iuvestn;ents Purchase of equipment Cash (used) in investing activities CASH FLOWS FROM FINANCING ACTIVITIES Draws undel credit lines Repayment~ under credit lines Cash provided by financing activities Net increase in cash and cash equivalents CASH AND CASI t EQUIVALENTS, beginning of 3,ear CASH AND CASI I I~QUIVALENTS, end of year 
The accompanying notes ale an integral part of this financial statement. 

$ 29,1,09' 12,33 934,18 674A3 I~LLSLqO 76_2_, 13 
(720,482 (218,-I~,~ 
2,250,00; ~l~4O_o~Ot,d 
31.9o{ 



TIlE AUDUBON INSTFIUTE 1NC 
NOTES TO FINANCIAL STATEMENTS YEAR EN1)ED DECEMBER 31 1996 

1. DESCRII~]'ION OF TIIE ORGANIZATION The Audubon Institute, Inc. (the "Institute") is a non-profit organization incorporated October 31, 1975 Institute is exempt from income tax under Section 501(c)(3) of the U. S. Internal Reveuue Code. The In~t raanages and operates tile Audubon Park Commission (the "Commission") facilities located at the Aud u Zoo and Park, the Aquarimn of the Americas, the Species Survival Center and the t,ouisiana Nature ( e under contractual management agreements. Facility revenues and expenses (including salary expense) recorded by each facility in accordance with these management agreements. The facilities had couthine~ operating revenues of $22,946,000 for the year ended December 31, 1996 and combined total assets of $134,498,000 at December 31, 1996. The Institute obtains donatious, gifts and grants, and conducts fundraising activities in furtherance of it~ exempt purpose. The revenues and net assets reflected in these financial statements are the result of lhe,~. activities. Specific grants to Audubon Park Commission consist of donations received and grants obta m,'d t,~ the Institute fm operating support and capital improvements of the facilities described above. The Audubon Institute Foundation (the "Foundation"), a nonprofit organization exempt from income ta under Section 501 (c)(3) of the U. S. Internal Revenue Code, was incorporated February 8, 1991 to raise h,r~,t~ to suppor t the education programs and other activities managed by the Audubon Institute. The Found~tl;,n had no transactions from inception through December 31,1994. On March 21, 1995, the lnstitute's Bored voted to transfer its endowment fund (reported under the caption permanently restricted net assets) to t t~ Foundation to be managed by the Foundation for the benefit of the Institute. Since the Institute and the Foundation are related through conlmon missions and board representation, and have the same manag.,m,.J team, the accompanying financial statemeuts include the accounts of the Fouudatiou. The assets, liabilil a., and transactions reported under the Permm~eutly Restricted Net Assets classification are those of the Foundation, 2. SUMMARY 0I: SIGNIFICANT ACCOUNTING POLICIES: Use of Estimates The preparation of financial statements in conformity with generally accepted accounting principles ~equ i~.~ management to make estimates and assumptions that affect the reported amounts of assets and liabiliti, ,, ,~1 al disclosure of assets and liabilities at the date of the financial statements and the reported amounts ot ~,,, ~,ucs and expenses during the reporting period. Actual results could differ from those estimates. Classification of Net Assets The lnstiTtute reports gifts of cash and other assets as restricted support if they are received with donol imposed restrictions or requirements that limit the use of the donation. A donor restriction ends wh~,r restriction is met or a purpose resh'iction is accomplished. As restrictions are met, assets are reclassif, 



unrestricted net assets or permanently restricted net assets and reported as net assets released froln reMT in the statement of activities. The permanently restricted classification is also referred to as an endowm~ fund. Earnings from these assets are periodically transferred to the Commission's operating funds. Pledees Receivable and Contributions Received The Institute recognizes contributions received as revenues in the period received and as asseL% decreas~. liabilities or expenses depending on the form of benefits received. Pledges receivable are recorded net el ,~ allowance for uncollectil:,le pledges and at net present value. A discount factor of 6% is applied to sch~.d, Jh hJture pledge payments. lnvestmenks In November 1995, the Financial Accounting Stand ards Board issued Statement of Financial Account i~t,, Standards N~.124 entit~ed ̀̀Acc~unti~g f~r Certai~ Investments He~d by N~t f~r Pr~fit ~rganizati~ns~ . Ih~s statement requires that investments in equity securities with readily determinable market values and all investments in debt securities be carried at fair value on the balance sheet, The Institute adopted the statement effective January 1,1996 resulting in an increase in net assets and reported investment balal/c~ ~ .~ the Unrestricted class and the Permanently Restricted class by $30,000 and $78,800, respectively, lnvesh,,,,z,ts as detailed below, at December 31, 1996 are carried at fair value which was delermined by reference t~ market information. Stocks Corporate bonds Mutual funds U.S. government and agency notes Government backed securities Mortgage and asset-backed securities NIoney market accounts Total investments 

$ 6,811,472 243,869 1,418,451 1,804,423 59%382 1,918.560 _ 917,693 
]~luipment Equipmenl is capitalized at cost and depreciated using the straight-liue method over a period of 5 ),ears Statement of Cash Flows For purposes of the reporting cash flows, the Institute considers all investments with an original maturil~ ninety days or less to be cash equivalents. 



3. PLEDGES RECEIVABLE: Unconditional promises of donors to make contributions to the Institute are included in the financial statements as pledges receivable and revenue of the temporarily restricted net asset class. Pledges are recorded after discounting to the present value of future cash flows. Pledges receivable are expected to 1,~ realized in the following periods: In one 3,ear or less Between one and five years More than five years 
Less discount Pledges receivable 

$ 3,350,087 7,771,150 302.000 11,423,237 (1,498,220) L~92S.0J2 The above pledges are presented net of an allowance for uncollectible pledges of $443,000 Pledges receivable at December 31, 1996 have the following restrictions Specific capital projects Education programs Endowment for Audubon Zoo and Park Endowment for Aquarium Endowment for Species Survival Cenler Other, general capital and operating support Pledges receivable 4. TEMPORARILY RESTRICTED NET ASSETS 

$ 2,317,988 158,061 22,043 944,104 2,673,012 _.3 8~8_09 
Temporarily restricted net asseks are available for the following purposes or periods For periods afteT December 31, 1996 (pledges receivable) Specific capital projects at Audubon Zoo and Park Education programs at the Zoo, Aquarium and Nature Center Operating support for the Office of Environmental Policy Other 

$ 9,925,017 1,216,329 98,235 40,303 _._ 25~_Q00 Total temporarily restricted net assets $1.1~0=~_,8..~J 5. PERMANENTI,Y RESTRICTED NET ASSEI"S Permanently restricted net assets at December 31, 1996 must be invested in perpetuity, but the incon these investments is expendable to support the following: lnconle Transferred Desc0~ztio_;) Aquarium of the Americas and Riverfront Park Species Survival Center Audubon Zoo and Audubon Park Louisiana Nature Center Audubon Institute Membership Other Total permanently restricted net assets 

Net Assets iu1996 $ 4,668,178 $195,000 5,693,785 250,008 463,318 24,000 1,009,255 55,200 159,068 84.029 



Endowment income transferred to the Commission is included above 6 RELATED PARTY TRANSACTIONS "lhe Institute and the Commission are related through interaction of their Boards of Directors and mutua operation of the entities by the same management learn. As a result, these entities often engage in ope;a through one organization that benefits the other organization to achieve economies of scale. One examp this is the use of common or central bank accounts. At December 31, 1996, the hrstitute's receivable Iron payable to the Comn~ission are summarized as follows: 
Due from Audubon Zoo and Park for opelations Due to Species C;urvival Center for conslTudion Net due from Audubon Park Commission 

Due from (t~ $ 961,166 _L6._292,~4!) .L~31~5925 Amounts doe for construction are generally paid as funds are received under the lnstitute's grants wilh lh, U. S. Fish and Wildlife Service. Grants receivable from U. S. Fish and Wildlife Service at December 3~, l ct, were approximately $629,000. During 1996 the Institute provided specific gifL~ and grants to Commission facilities totalling $6,072,742 t- t',~ operating expenses and fund certain capital projec ts. Audubon Zoo and Park Aquarium of the Americas and Riverfront ]['ark Species Survival Center l,ouisiana Nature Center "1 otal 
$ 3,710,403 326,274 1,892,619 __ 143,446 Z...6.~Z~Z.4 2 In January, 1996, the Institute advanced the Commission $2,000,000 (see Note 8) to fund construction obligations pertaining to Phase I1 of the Aqualium of the Americas. In partial settlement of the Cominission's intercompany payable to the Institute, the carrying value ot I)~ Commission's investment in project design costs for a proposed Insectarium, $648,000 at January 1,1~~q, ~, as transferred to the Institute during 1996. 7. EMPLOYEE BENEFIT PLAN The Institute has established a tax-deferred annuity plan for the benefit of all full-time employees, q ht provides for the purchase of annuities which qualify for tax deferral. Employees may participate on ,u optional basis by contributing between 2% and 11% of their salary, not to exceed $9,500. The Institute matches employee contributions at a rate of 50%, up to 4% of base salary. Contributions are not subjt.c Federal income taxes and accumulate on a tax-deferred basis until withdrawn. The lnstitute's contribl amounted to approximately $10,000 for 1996. 



8. BANK 13NESOF CREDI'I 
The Institute has unsecured lines of credit with two banks for $2,000,000 and $1,000,000. Borrowings uT these lines bear interest at the thirty day London lnterbank Offering Rate plus 150 basis points. At December 31, 1996, this rate was 7.0% and $850,000 was outstanding under the two lines. The lines mat 1997. The Institute advanced iks borrowings under these lines to the Commission to fund construction obligations (see Note 6 above). 9. INTERFUND BAI,ANCES 

10. ENDOWED CtIAIRS WITtt THE UNIVERSYfY OF NEW ORLEANS In a cooperative venture with the University of New Orleans, the Institute worked to establish funded tr oM~ for three endowed chairs at the University of New Orleans which will support research at the Audubon Freeport Center for Reproduction of Endangered ~,~pecies under an Affiliation Agreement l~'tween the Institute and the University. In 1996, the Institute transferred $1,200,000 (core funding for each chair is $600,000 in private funds) to the Univelsity for two chairs and arranged for funding to be provided dire, I1~. t ~.he University for a third chair so that at December 31, 1996, a total of $1,800,000 had been entrt~sted t o~, md establishing these chairs, and matching public funds totaling $1,200,000 (matching for each chair is ~I00 (1(1~1) are expected to be received in 1997 from the Louisiana Trust Fund for Eminent Scholars. When this flmdmg is completed, each chair will begin operations with a fund corpt3s of $1,000,000. Chairholders will conch~i t and coordinate research activities at the Audubon Center for Research of Endangered Species in additi(.t~ t,~ their academic responsibilities at the University. 1"he Institute and the University have jointly solicited and obtained two pledge commitments toward ft~dmg two additional endowed chairs. No pledge payments under these arrangements have been leceived as ,,t December 31, 1996. 
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INDEPENDENT AUDITORS' REPORT ON NTERNAL CONTROLS OF THE AUDUBON INSTITUTE INC. AS AN ENTITY 
37o the Board of Directors of "]~'he Audubon hastitute, Inc. We have audited the financial statements of The Audubon Institute, Inc. (the hrstitute - a Louisiana non corporation) as of and for the year ended December 31, 1996, and have issued our report thereon dated April 2, 1997. We conducted our audit in accordance with generally accepted auditing standards and the standards f financial audiL,; contained in Government Auditing~SLandards (1994 Revision) issued by the Comptro 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 Management of the Institute is responsible for establishing and maintaining the internal control structtn !Fulfilling this responsibility, estimates and judgments by management are required to assess the expe< tc benefiLs and related costs of internal control structure policies and procedures. The objectives of an inte control structure are to provide management with reasonable, but not absolute, assurance that assets at, 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 finan< statements in accordance with generally accepted accounting principles. Because of inherent limitation,. 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 ma,, become inadequate because of changes in conditions or that the effectiveness of the design and opelalio policies and procedures may deteriorate. In planning and perlorming our audit of the financial statements of the Institute for the year ended December 31, 1996, we obtained an understanding of the Institute's internal control structure. Will] 1espy', t t~ the internal control structure, we obtained an understandtug of the design of relevant policies and ploL, d L~lt'~ and whether they have l.men placed in operation, and we assessed control risk in order to determine o~r auditing procedures for the purpose of expressing our opinion on the financial statements and not to pt ,x JJc an opinion on the internal control structure. Accordingly, we do not express such an opiuion. 



Our consideration of the internal control structure would not necessarily disclose all matters in the intt, rl,al control structure that might be material weaknesses under the standards established by the American hrstitute of Certified Public Accountants. A material weakness is a condition ill which the design or ope~ atl~ of one or more of the internal control structure elements does not reduce to a relatively low level the risk th,~ errors or irregularities in amounts that would be material in relation to the financial statemenks being an, hh may occur and not be detected within a timely period by employees in the normal course of performing lh~.~ assigned functions. We noted no matters involvinl~, the internal control structure and its operation that v. ~' consider to be material weaknesses as defined above. We did, however, note certain matters involving the. internal control structure and its operation that we have communicated to the management of the Institt~t(. a separate letter dated April 2, 1997. "]'his report is intended for the information of fire lnst~tute's management, the Board of Directors and gra i~ ~,gencies. This restriction is not intended to limit the distribution of this report which is a matter of pubh: record. 

New Orleans, Louisiana April 2, 1997 
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INDEPENDENT AUDITORS' REPORT ON COMPldANCE OF THE AUDUBON INSTITUTE INC. AS AN ENTITY 
To the Board of Directms of The Audubon Institute, Inc. We ]lave audited tire financial statements of The Audubon Institute, Inc. (the Institute - a Louisiana non corporation) as of and fm the year ended December 31, 1996, and have issued our report thereon dated April 2, 1997. ~We conducted our audit in accordance with generally accepted auditing standards and the standards f~ fiuancial audits contained in Government Auditing Standards (1994 Revision), issued by the Comptroll General of the United States. Those standards require that we plan and perform the audit to obtain :reasonable assurance about whether tile financial statements are free of material misstatenmnt. Compliance with laws, regulations, contracts and grants applicable to the Institute is the responsibilib c tustitute's management As part of obtaining ieasonable assurance about whether the financial statenu' free of material misstatement, we performed tests of the ]nstitute's compliance with certain provisions o regulations, contracts and grants. However, the objective of our audit of the financial statemenk~ was ii~ provide an opinion on overall compliance with such provisions and, accordingly, we do not express su~ opinion. The results of our tests disclosed no instances on non-compliance that are required to be reported },~,rvin under Government Auditing Standards This report is intended for the reformation of the ]nstitute's management, the Board of Directors and l~l agencies. This restriction is not intended to limit the distribution of this report, which is a matter of pul record. 

New Orleans, Louisiana April 2, 1997 



INDEPENDENT AUDITORS' REPORT ON INTERNAL CONTROLS OF TIIE AUDUBON INSTITUTE 1NC.'S FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
To the Board of Directors of The Audubon hrstitute, lnc. We have audited the financial statements of The Audubon Institute, Inc. (the Institute - a Louisiana non },~,1 i corporation) as of and for the year ended December 31, 1996, and have issued our report thereon dated April 2, 1997. We have also audited The Institule's compliance with requireurents applicable to major 1:~ d~ ~a programs and have issued our report thereon dated April 2, 1997. We conducted our audit in accordance with generally accepted auditing standards, the standards fol Im,m, La audits contained in Government Auditing_St~]dard._s. (1994 Revision), issued by the Comptroller General the United States, and the provisions of Office of Management and Budget (OMB) Circular A-133, Audit, :Institutions of Higher Education and Other Nonprofit Institutions, Those standards and OMB Circula~ .\ 133 require that we plan and perform the audit to obtain reasonable assurance about whether the financ ial statements are free of material misstatement and about whether the Institute complied with laws and regulations, noncompliance with which would be material 1o a major Federal financial assistance plogr,~m In planning and performing our audit of the financial statements of fire Institute for the year ended Decembei 31, 1996, we considered the ]nstitute's internal control structure in order to determine our au,ht.~] proceduJes for the purpose of expressing our opinion on the financial statemenLs and on its compliance ~ itl~ requirements applicable to major Federal financial assistance programs and to report on the internal ~ ~.,t~ol structure in accordance with OMB Circular A-133. This report addresses our consideration of internal ~ ~,lltl c structure policies and procedures relevant to compliance with requirements applicable to Federal finan ~,~1 assistance programs. We have addressed internal control structure policies and procedures relevant tl~ mJr audit of the hrstitute's financial statements in a separate report dated April 2, 1997. Managemeut of the Institute is responsible for establishing and maintaining the internal control struchn t, In fulfilling this responsibility, estimates and judgmenLs by management are required to assess tire expect,.d benefits and related costs of internal control structure policies and procedure!;. The objectives of an rot, H~al control structure are to provide management with reasonable, but not absolute, assurance that (1) asset~ aTt safeguarded against loss from unauthorized use or disposition, (2) that transactions are executed in accordance with management's authorization and recorded properly to permit the preparation of finan, i,~l statements in accordance with generally accepted accounting principles, and (3) that Federal financial assistance progranrs are managed in compliance with applicable laws and regulations. Because of inht tt.l~t limitations in any internal control structure, errol s, irregularities, or instances of noncompliance nray nevertheless occur and no! be detected. Also. prnjection of any evaluation of the control structure to fuhm, periods is subject to the risk that procedures may become inadequate because of changes in condition~ ~. H~a the effectiveness of the design and operation of policies and procedures may deteriorate. 



Accounting Cc ntro Categories o Financial Reporting Cycle (includes controls established to ensure compliance with laws and regula!,~,E~ that haw~ a material impact on the component unit financial statements) o Treasury Cycle o Revenue Cycle e Vendor Expenditure Cycle e, FederalGrants Cycle Administrative Control Categories (* = not applicable to the lnstitute's 1996 Federal programs) o General Requirements Political activity Davis-Bacon Act(*) Civil rights Cash management FedeTal finaucial reports Allowable costs/cosl principles Drug-Free Workplace Act Administrative requirements o Specific: l~,equirement-s (* = not applicable to the lnstitnte's 1996 Federal programs) Types of services allowed or unallowed Eligibility Matching, level of effort and/or earmarking Reporting Special requirements (if applicable to specific programs) Monitoring subrecipients (*) Indirect cost allocation Claims for advances and reimbursements Amounts claimed or used for matching For the internal control structure categories listed above, we obtained an understanding of the design relevant policies and procedures and determined whether they have been placed in operation, and we assessed control risk. During the year ended December 31, 1996, the Institute expended 98% of its total Federal financial assi, tat,, t' under its two major Federal financial assistance programs. We performed tesLs of controls, as required by OMB Circular A-133, to evaluate the effectiveness of the &'~t; and operation of internal control structure policies and procedures that we considered relevant to pwv,,nt ~r~g or detecting material noncompliance with specific requirements, general requirements, and requiremei~t~ governing claims for advances and reimbursements and amounts claimed or used for matching 



lfhat are applicable to each of the lnstitute's major Federal financial assistance programs, which are ident, in the accompanying Schedule of Federal Financial Assistance. Our procedures were less in scope than be necessary to render an opinion oll these internal control structure policies and procedures and, accordingly, we do not express such an opinion. Our consideration of tile internal control structure policies and procedures used in administering Federal financial assistance programs would not necessarily disclose all matters in file internal control structule tl~ might constitute material weaknesses under standards established by the American Institute of Certitietl Public Accountants. A material weakness is a condition in which the design or operation of one or mor{ the internal control structure elements does not reduce to a relatively low level the risk that errors oi irregularities in amounts that would be material in relation to a Federal fhaancial assistance program ma~ occur and not be detected within a timely period by employees in the normal course of performing tht,il assigned functions. We noted no matters involving the internal control structure and its operations that ~ consider to be a material weakness as defined above. We did, however, note certain matters involvinl,, th, internal control structure and its operation that we have reported to the management of the Institute in ,~ separate letter dated April 2, 1997. This report is intended for the information of the Institute's management, the Board of Directors and glr agencies. This restriction is not intended to limit the distribution of this repor! which is a matter of publ :record. 

New Orleans, Louisiana April 2, 1997 



 
t:kSEN ],] ~1 

INI)EPENDENT AUDITORC;' REPORT ON COMPLIANCE WITH THE GENERAL REQUIREMENTS AI~I~LICABLE TO THE AUDUBON INSTITUTE. INC.'S MAIOR FEDERAL FINANCIAL ASSISTANCE PROGRAMS 
To the Board of Directors of The Audubon Institute, hrc. We have audited the financial statements of The Audubon Institute, Inc. (the Institute - a Louisiana non- t,e~,l Corporation) as of and for tile year ended Decembm 31, 1996, and have issued our report thereon dated April 2, 1997. We have applied procedures to test the ]nstitute's compliance with the following requirements applicable h, its major Federal financial assistance programs, which are identified in the accompanying Schedule of F~.dvra Financial Assistance, fm the year ended Decembel 31, 1996. (* = not applicable to the Institute's 1996 m,,I,,~ Federal programs) o Political activity o Davis-Bacon Act(*) o Civil rights o Cash management o Federal financial reports o Allowable costs/cost principles o Drug-Free Workplace Act o Administrative requirements Our procedures were limited to the applicable procedures described in the Office of Management and Budget's _Conwliance Sl~Lplement for Audits of Institutions of ttigher Learn in.g and Other Non-Profit Institutions (October, 1991 Revision). Our procedures were substantially less in scope than an audit, llu objective of which would be the expression of an opinion on the lnstitute's compliance with tile requi~c;t ~c~,ts listed in the preceding paragraph and accordingly, we do not express such an opinion. With respect to tile items tested, rim results of our procedures disclosed no material instances of noncompliance with the requirements listed in the second paragraph of this report. With respect to item~ tested, nothing came to our attention that caused us to believe that the Institule had not complied, in all material respects, with those requirements. This report is intended for the information of the Institute's managemenL the Board of Directors and ,qr.m agencies. This restriction is not intended to limit the distribution of this report which is a matter of pu hi,, record. 
New Orleans, Louisiana April 2, 1997 16 
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EPENDENT AUDITOR'S REPORT ON COMPLIANCt~. WITft IREMENTS APPLICABLE "IO THE AUDUBON INSTITUTE NMA]OR FEDERAL FINANC 
To the Board of Directors of The Audubon institute, Inc 

NC.'S AL ASSISTANCE PROGRAMS 

We have audited the financial statements of The Audubon Institute, Inc. (the Institute - a Louisiana non Corporation) as of and for the year ended December 31, 1996, and have issued our report thereon dated ,April 2, 1997. In connection with our audit of the financial statements of the Institute and with our consideration of th ][nstitute's internal co Management and Bu ntrol structure used to administer federal dget (OMB) Circular A-133 Audits oflns programs, as required by Office of titutions of Hil{her Education and OIh~ [~o~t~rofit Institutions, we selected certain transactions applicable to certain nunmajor federal programs t, the year ended December 31, 1996. As required by OMB Circular A-133, we performed auditing pro~edu to test compliance with the requirements governirlg (1) types of services allowed or disallowed and (2) eligibility that are al-,plicable to those transactions. Our procedures were substantially less in scope Iha an audit, the objective of which is the expression of an opinion on compliance with these requirement~ ~,, 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 preceding paragraph. With respect to items not teq nothing came to our attention that caused us to believe that the Institute had not complied, in all matel respects, with those requirements. This report is intended for the information of the Institute's management, the Board of Directors and ~r agencies. However, this report is a matter of public record and its distribution is not limited. 

New Orleans, Louisiana April 2, 1997 
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INDEPENDEN'I AUI)ITORS' REPORT ON THE SCHEDULE OF FEI)ERAL FINANCIAL ASSISTANCE 
To tile Board of Directors of The Audubon Institute, Inc. We have audited the financial statements of The Audubon Institute, Inc. (the Institute - a l~ouisiana non Corporation) as of and for the year ended December 31, 1996, and have issued our report thereon dah,d April 2, 1997. These financial statements and the Schedule referred to below are the responsibility of lh ~nstitute's management. Our responsibility is to express an opinion on the financial statements and the Schedule referred to below based on our audit. 'We conducted our audit in accordance with generally accepted auditing standards and the standards R financial audits contained in Government AuditingStandards (1994 Revision), issued by the Comptroll 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. An aud :includes examining, on a test basis, evidence sulrpolting the amounts and disclosures ira the financial statements. An audit also includes assessing the accounting principles used and significant estimates ma~ by mana~;ement, as well as evaluating the overall financial statement presentation. We believe that otn at provides a reasonable basis for our opinion. Our audit was made for the purpose of forming an opinion on the financial statements of the lnstitult, t, kt as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional arralysis and is not a required part of the financial statements. The information ira that Sched ~J h has been subjected to the auditing procedures applied in our audit of the financial statements and, in ot~l opinion, is fairly presented, in all material respects, in relation to the financial statements taken as a wht,h. 

New Orleans, Louisiana April 2, 1997 



 



THE AUDUBON INSTITUTE INC 
AUDITS PERFORMED BY OTHER ORGANIZATION,q FOR Tt IE YEAR ENDED DECEMBER 31 1996 

NONE 


