
APPROVAL OF INVOICES FOR PAYMENT Invoices are approved for payment bythe Accountant who is also responsible for payment of the invoice. 
The Program Director or Executive Director should approve all invoices prior to payment to ensure that all purchases were properly authorized. 

MINUTES OF BOARD MEETINGS An official record (minutes) of the company's board meetings are not maintained Official minutes of all board meetings should be maintained to document resolutions approved and decisions made by the board of directors. 
VEHICLE LOGS Vehicle logs are not maintained on all vehicles owned by the company, to document the business use of the vehicles. Vehicle logs should be maintained to adequately document the business use &all vehicles owned by the company. 

My procedures are designed primarily to enable me to form an opinion on the fmancial statements, and therefore may not bring to light all weaknesses in policies or procedures that may exist. I aim, however, to use my knowledge of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC?s organization gained during my work to make comments and suggestions that I hope will be useful to you. 1 would like to take this opportunity to acknowledge the courtesy and assistance extended to me by the personnel of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. during the course of my audit. This report is intended solely for the information and use of COMMUNITY INDEPENDENT LMNG SYSTEMS, INC.'s board members and management. However this report is a matter of public record and its distribution is not limited. Very truly yours, 
Dale P. LeJeune Certified Public Accountant 



Dale P: LeJeune, CPA 
CONFIDENTIAL December 31, 1997 
To file Board Members Community Independent Living Systems, Inc Dear Board Members 

6149 Mourning Dove Drive t3aton Rouge, LA 70817 Phone: (504) 753-1957 

1 have audited the general purpose financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. as of and for the year ended June 30, 1997. In planning and performing my audit of the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., I considered internal control in order to determine nay auditing procedures for the purpose of expressing my opinion on the financial statements and not to provide assurance on internal control. During my audit, I noted certain matters involving tl2e internal control and other operational matters that are presented for your consideration. These comments and recommendations, all of which have been discussed with ttle appropriate members of management, are intended to improve intemat control or result in other operating efficiencies and are stunmarized as follows: 
APPROVAL OF TRAVEL EXPENSE REPORTS Employee travel expense reports are not always approved by their supervisor before submitted for reimbursement. All employees travel expense reports should be approved by their appropriate supervisor to ensure the expenses were properly authorized. 
TRAVEL ADVANCES An employee travel advance has been outstanding for over one (1) year. Travel advances should be repaid timely by employees. 



PARISH CLERK OF COURT LSA-RS 24:516 provides that this report shall be available for ptlbl:c ~;~.5Dection for a period of not less th.--v; . ."~ : .,~o of receipt. :;Tative Auditor 
COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. Baton Rouge, Louisiana MANAGEMENT LETTER 

June 30, 1997 

Dale P. LeJeune Certified Public Accountant 



Subnlitlcd for Reinlbursement on Cost Retmr/Dated July 1996 Angtlst September October Novenlber Deccnl[x.~r January 1997 l:ebruary Marcll April May Juue Tolals 

--Anlou nts Rcinlbursed for Relalcd Party Compuler Leases-.. Orlcans Parish C Qntract $2.500 2,500 2,000 2,000 2,000 2,000 2,000 2,000 2,0(10 2,000 2,0(/0 _.2&00 $25.000 

Lafourclle Parish Contract $2,500 2,50(! 2,500 2,500 2,500 2,500 2,50(I 2,50(I 2,5(10 2,600 0 0 $25.000 Questioned Cosls: FY 1996-97 $89,600 

'~lal _C. ont facts $8,300 8,30(/ 7,800 7,800 7,800 7.80/I 7,800 7.800 ,ll~'(tO 7,800 5,300 5~300 $89.600 
Criteria: Cost principles for conmlercial organizations, 48 CFR Part 31, linlits tile reilnbursenmnt of related part3,' data processing equipment leases to the acquisition cost ofthe cquipnlent. 

II, 

Cause of Condition: Managcnleut believes tile reimbursenlent linlitations do not apply to their rclated part), leases. Effect: The Project lndependcnce progranl nlay have been overcharged for these leases. Recommendation: DSS Ilas advised Comnmnity hldepcndent 1,iving Systems, Inc. that it intends to "~ithhold the disallo,,~ed costs fiOlll future reimbursements to tile conlpany. Response: Management of Conmmnity Independent Living Systems, Inc. believes that these related party leases are not subject to the reinlbursenlent limitation, because of an exception included in 48 CFR Part 31. Reimbursements are not limited if the related party lessor has all established practice of leasing similar property lo all unrelated party. Management contends that the related party lessor, Counnunity Training, Management actd Evaluation, Inc., had an established practice of leasing similar equipment to an unrelated party and tile exelnption applies. Conmmnity Independent Living Systems, Inc. has filed a Petition for Declaratory and Money Judgment. 

Tile acconlpauying notes are all integral part of this statement 



Cause of Couditlou: Duc to tile limited slafflhere is not adequate segregation of duties over these functions Effect: Tbis type of internal control weakness could result in irregularities that would be hard to detect since thc sanle pcrsou handles all flulctious. 
Responsc: b,/auagculent will e;'a]uale tile situation and develop some effective conlpcnsating coutrols. 

Reference No. 97-7 CFDA Number: 93.561 Program Title: Proiecl lndepcudcnce Program Federal Agency: Deparlment of Hcahh and Human Services Pass-through entity: Louisiana l)epartmeut of Social Services Statement of Condition: coulained nliuor errors ill Soule monthly cost reimbtlrsement the payroll amounts charged rcpans for the Project Indepandencc Progranl Criteria: Adequate internal control require procedures to be in place to help ensure accurate costs are charged on program rcimbtlrseu'lenl reports. Cause of Condition: Thc Project Independence cost reimbursement reports are not reconciled to the payrol registers and general ledger before submitted for reimbursen~ent. Effect: This type of internal control weakness could result in overcharges to tile Project Independence Program that are nol detected and corrected timely. Recommendation: All expenses on tile monthly cost rcporls should be reconciled to thc general ledger aud/or payroll registers before submitting the reports for reimbursement. ReSllOUSe: ManagcnlcuI will implelncnt the necessa~ proccdures to reconcile the cost reilllburscnlen reporls to the conlpany's general ledger aud/or payroll registers 
Reference No. 97-8 CFDA Number: 93.561 Program Title: Project Indepcndcocc Program Federal Agency: Departmen! of Health and Human Services Pass-lhrough entity: Louisiana Department of Social Services 
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COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.has filed a Petition lor Dcclaratory and Mollcy JndgnlcnL 
Section |11 - Federal Award Findings and Questioned Costs Reference No. 97-5 CFDA Number: 93.561 Program Title: Project Independence Program Federal Agency: Dcpartmcnt of Hcalth and Human Services Pass-through entity: Louisiana Dcparhncnt of Social Serviccs Stutement of Condition: Time and attendance records of employees working on tile Projcct hldcpcndcucc Program in Lafourche Parish were lost. Criteria: The contract with DSS requires that lilne and atlcndallce records of elnployces working oll lhc Project Independence Program be properly maintained. Cause of Condition: Adequate internal control procedures did not exist during the process of nmving cquipment and records from the Project Independence Office in Lafourche Parish office, due Io cancellation of the contract, and the time and attendance records were lost. Effect: The company failed to comply with the contract requirements to maintain time and attendance records Recommendation: hltcrnal control procedures should be established to adequately safeguard the time and allcndarlcc records at all times. Response: We ",viii establish nccessary procedures to ensore that the time and attendance rccords arc properly nlainlaincd and secorcd at all times. 
Reference No, 97-6 CFDA Numbers: 93.561 93.645, 93.658 Program Titles: Project Independence Program Foster Care Progrunl Federal Agency: Dcparlment of Health and Hmnan Services Pass-through entity: Louisiana Department of Social Services Statement of Condition: The functions of billing, cash receipts, cash disbursements, recording Iraosactions ill the accounting records and reconciling bank accounts are performed by the salne employee. Criteria: Adequate inlernal control rcquircs Ihat lhese duties bc appropriately segregutcd -18- 



Callse of Condition: The Project Independence cost reimbursement reports arc not reconciled to the paysol registers and general ledger before subnfitted for reimbursement. Fffect: This type of internal control weakness could result in overcharges to the Project Independence Program thai are not detected and corrected timely. Recommendation: All expenses on tim monthly cost reporls should be reconciled to the geocral ledger and/or payroll rcgisters before submitting the reports for reimbursenmnt. Response: Management will inlplement the necessary procedures to reconcile the cost reimbursement reports to the company's general ledger and/or payroll registers. 
Reference No. 97-4 Statement of Condition: The Louisiana Department of Social Services has disallowed the cost of certain related party data processing cqniplnent leases with Comnmuity Training, Management, Evahlution, Inc., tha has been reimbursed by the Project Indepandence Program from fiscal ),car 199]-92 through 1996-97. 
Submitted for Reimburscnlent oil Cost Report Dated July 1996 August September October November I)cccmber January 1997 February March April May June Totals 

--Amounts Reimbursed for Related Party Computer Leases-- Orleans Lafourcbe Tangipahoa Parish Contract $2,500 2,500 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 2,000 ~)0_0 $25,OOO 

Parish Contract $2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 2,500 0 0 $25.OOO Qnestioned Costs: FY 1996-97 $89.600 

Parish Contract $3,3O0 3,300 3,300 3,300 3,300 3,300 3,300 3:300 3,300 3,300 3,300 3.300 $39.600 

Total C ootraets $8,300 8,300 7,800 7,800 7,800 %" 7,800 7,800 7,800 7,800 7,800 5,3(/0 5,309 $89.6(10 
Criteria: Cost principles for commcrcial organizations, 48 CFR Part 31, limits tile reimbursement of related parly data processing equipment leases to the acquisition cost of the equipment. Cause of Condition: Management believes tile reimbursement limitations do not apply 1o their related part,,, leases. Effect: The Project Indcpcndencc program may have been overcharged for these leases Recommendation: DSS has advised COMMUNITY INDEPENDENT LIVING SYSTEMS, INC that it intends to withhold the disallowed costs from future reimbursements to the company. 



Section Ii - Financial Statement Findings Reference No. 97-1 Statement of Conditiml: Tinle and attendance records of employees v,'orking on the Project 1 ndcpcndencc Program in Lafourche Parish were lost. Crileria: The contract with DSS requires thai time and attendance records of employees working on the l'rqiect I ndepcndence Prograln be properly maintained Cause of Condition: Adequate internal control procedures did not exist during the process of moving equipment and records from the Project Independence Office in Lafourchc Parish office, due to cancellation of the contract, and die tilnc and attendance records were lost. Effect: The company failed to comply with tile conlract requirements to maintain lime and attcJadancc records Recommendation: Internal control procedures should be established to adequately safeguard the time and attendance records at all lilnes. Response: We will establish necessary procedures 1o ensure lhat the time and attendance records are properly maintained and secured at all times. 
Reference No. 97-2 Statement of Condition: The flmctions of billing, cash receip s, cas i d sbursements, recording transactions ill lhf: accounting records and reconciling baok accounts are performed by tile same enlployee. Criteria: Adequate internal control requires thai these duties be appropriately segregated, Cause of Condition: Due 1o the limited staff there is not adequate segregation of duties over these functions Effect: This type of internal control weakness could result in irregularities that would be hard to detect since tile same person handles all functions. Recommendation: Management should consider assuming some of these duties or cross-train other employees to perform some of these dntics on a rotation basis. A/so, fidelity bond coverage conld be obtained for the employee handling these functions. Response: Management will evaluate the situalion and will develop sonic effective conlpensaling conlrols. 
Reference No. 97-3 Slatonent of Condition: Some monthly cost rcbnbursenlent reports for the Project Independence Program contained minor errors ill the payroll amounls charged Criteria: Adequate inlernal control require procedures to be in place to help ensure accurate costs are charged on program reinlbursenlenl reports. 
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COMMUNITY INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, Louisiana 
Schedule of Findiogs and Questioned Costs For the fiscal year ended June 30, 1997 

Section I - Summary of Auditors Results Financial Staten'tents Type of auditor's report issued: Internal control over financial reporting: Material weaknesses identified? Relxartablc conditions identified not considered to be material weaknesses? Noocoolpliance nlalerial to financial statements noted? Federal Awards Internal Conlro] over major prograuls Material ",~cakncsscs identified? Reportable conditions identified nol considercd to be material weaknesses? 

QUALIFIED YES NO YES 
YES NO Ty,pe of auditor's report issued on compliance for major programs: QUALIFIED Any audit findings disclosed thai are required to be reported in accordance with Circular A-133, Section 510(a)? YES Identification of major programs CFDA Numbers Name of Federal P m~gLam 93.561 93.645. 93.658 Project lndepoudcnce Foster Care Dollar threshold used to distinguish bel',vccn Type A and Type B programs: Auditee qualitied as low-risk auditec? 
-15- 

$300,000 NO 



In my opinion, except for the noncompliance described in the preceding paragraph, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. complied, in all material respects, with the requirements referred to above that are applicable to each of its major federal programs for tire year ended June 30, 1997. Internal Control Over Comollance 
The management of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. is responsible for establishing and maintaining effective internal control over compliance with requirements of laws, regulations, and contracts applicable to federal programs. In planning and perfonning my audit, 1 considered COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s internal control over compliance with requirements that could have a direct and material effect on a major federal program hi order to detennine my auditing procedures for the purpose of expressing my opinion on compliance and to test and report on internal control over compliance in accordance with OMB Circular A-133. I noted certain matters involving the internal control over compliance and its operation that 1 consider to be reportable conditions. Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of the internal control over Compliance that, in my judgment, could adversely affect COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s ability to administer a major federal program in accordance with applicable requirements of laws, regulations, and contracts. Reportable conditions are described in the aCCompanying schedule of findings and questioned costs as items 97-5, 97-6 and 97-7. A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that noncompliance with applicable requirements of laws, regulations, and contracts that would be material in relation to a major federal program being ~udited 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 over compliance would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, of the reportable conditions described above, I consider items 97-5, 97-6 and 97-7 to be material weaknesses. 1 noted other matters involving the internal control over compliance and its operation that I have reported to the managenlent of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. in a separate letter dated December 31, 1997. "II~is report is intended for the Board of Directors, management, the Office of the Louisiana Legislative Auditor and any cognizant agency and should not be used for any other purpose. 
Dale P. LeJenne Certified Public Accountant 
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Dale P. LeJeune, CPA 
December 31, 1997 

To file Board of Directors Community Independent Living Systems, lnc Compliance 

6149 Mourning Dove Drive Baton Rougc. I.A 70817 t'honc: (504) 753-1957 

I have audited the compliance of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. with tile types of compliance requirements described in file U.S. Of)ice of Management and Budget (OMB) Circular A-133 Compliance ,','upplement that are applicable to it's major federal programs for the year ended June 30, 1997. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s major federal programs are identified in the summary of auditor's results section of the accompanying Schedule of Findings and Questioned Costs. Compliance with the requirements of laws, regulations, and contracts applicable to its major federal programs is the responsibility of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s management. My responsibility is to express an opinion on COMMUNITY INDEPENDENT LIVING SYSTEMS, IN(;.'s compliance based on my audit. 1 conducted nay audit ira accoMance with generally accepted auditing standards, the standards applicable to financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States; and the OMB Circular A-133, Audits of States, Local Governments and Non4'rofit Organizations. Those standards and OMB Circular A-133 require that I plan and perform file audit to obtain reasonable assurance about whether noncompliance with the types of compliance requirements referred to above that could have a direct and material effect on a major federal program occurred. An audit includes examining, on a test basis, evidence about COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s compliance with those requirements and perfomaing such other procedures as I considered necessary ira tile circumstances. I believe that nay audit provides a reasonable basis for nay opinion. My audit does not provide a legal detemfination on COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s corapliance with those requirements. As described in item 97-8 in the accompanying schedule of findings and questioned costs, COMMUNITY INDEPENDENT LIVING SYSTEMS, 1NC.'s did not comply with requirements regarding allowable costs/cost principles that are applicable to its Project Independence Program. Compliance with such requiremeuts is necessary, in nay opinion, for COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. to comply with requirements applicable to that program. 
-13- 



 

INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE WITH REQUIREMENTS APPLICABLE TO ITS MAJOR PROGRAMS AND INTERNAL CONTROL OVER COMPLIANCE 1N ACCORDANCE WITH OMB CIRCULAR A-133 



A material weakness is a condition in which the design or operation of one or more of the internal control components does not reduce to a relatively low level the risk that misstatements in amounts that would be material in relation to the financial statements being audited may occur and not be detected within a timely period by employees in the normal course of performing their assigned functions. My consideration of the internal control over financial reporting would not necessarily disclose all matters in the internal control that might be reportable conditions and, accordingly, would not necessarily disclose all reportable conditions that are also considered to be material weaknesses. However, of the reportable conditions described above, 1 consider items 97-1, 97-2 and 97-3 to be material weaknesses. 1 noted other matters involving the internal control over financial reporting that 1 have reported to the management of COMMUNITY INDEPENDENT LIVING SYSTEMS, IN(;. in a separate letter dated December 31, 1997. 
This report is intended for the Board of Directors, management, the Office of the Louisiana Legislative Auditor and any cognizant agency and should not be used for any other purpose. 
Dale P. LeJeune Certified Public Accountant 
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Dale P. LeJeune, CPA 
December 31. 1997 

To the Board of Directors Community Independent Living Systems, Inc 

6149 Mourning I)ovc l)rivc ]laton Rouge, l.A 7(~817 Phone: (504) 753-1957 

I have audited the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC., as of aud for the year ended June 30, 1997, and have issued my report thereon dated December 31, 1997. 1 conducted my audit in accordance with generally accepted auditing standards and the standards for financial and compliance audits of Govemmeat Auditj~t_andards, issued bythe Comptroller General of the United States. Compliance As part of obtaining reasonable assurance about whether COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s financial statements are free of material misstatement, I perfonned tests of its compliance with certain provisions of laws, regulations and contracts, noncompliance with which could have a direct and material effect on the determination of financial statement amounts. However, providing an opiniou on compliemce with those provisions was not an objective of my audit and, accordingly, 1 do not express such an opinion. The results of my tests disclosed instances of noncomplimace that are required to be reported under Government AuditinK Standards which are described in the accompanying schedule of findings and questioned costs as item 97-4. Internal Control Over Financial Rel~ortinl~ In planning and performing nay audit, I considered COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s internal control over financial reporting in order to determine my auditing procedures for the purpose of expressing my opiniou on the general purpose financial statements and not to provide assurance oil tire internal control over financial reporting. However, I noted certain matters involving the internal control over financial reporting and its operation that I consider to be reportable conditions. Reportable conditions involve matters coming to my attention relating to significant deficiencies in the design or operation of the internal control over financial reporting that, in my judgment, could adversely affect COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s ability to record, process, summarize and report financial data consistent with the assertions of managemant in the financial statements. Reportable conditions are described in the accompanying schedule of findings and questioned costs as items 97-1, 97-2 and 97-3. 



INDEPENDENT AUDITOR'S REPORT ON COMPLIANCE AND ON THE INTERNAL CONTROL OVER FINANCIAL REPORTING BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS 



COMI~IUNITY INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, t ouisiana 
SCHEDULE OF EXPENDITURES OF FEDERAL AWARDS 

Federal Grant! Pass-through Grantor Pro~ram Title 
Forthe year ended June 30. 1997 

Federal CFDA Number Federal Expenses Billed 
_Department of Health and Human Services Department of Social Services Project Independence 93.561 * $705.726 Foster Care - Supervised Apartments 93.645, 93.658 * 511.672 Vocatio hal Rehabilitation 84.126, 84.132 32.505 Department of Health and Hospitals Mental health, Casemanagement, and Rehabilitation 93.778 7.055 

Total Federal Assistance $1,256,958 * Represents a major program 

The accompanying notes are an integral part of this statement. 
-10- 



Exhibit Q 
SYSTEMS, INC. for the repayment of $327,158 previously reimbursed to COMMUNrFY INDEPENDENT LIVING SYSTEMS, INC. for data processing eqtlipment and software leases, less tile actual purchase price of the data processing equipment and software. The Louisiana Office of State Inspector General issued an investigative report on July 10, 1997 relating to the aforementioncd related party leases. The report recommended that DSS recover overcharges on the related party computers and software leases. The report estimated that tile acquisition cost of the computers and software leased from Community Training, Management and Evaluation, Inc. to be $95,090. A contingent liability of $232,068 has been established by COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. in its financial statement based on the $327,158 repayment demanded by DSS less the Inspector General's estimated cost of $95,050 for the data processing equipment and software. To date, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. has not obtained all invoices to support the actual cost of the leased data processing equipment and software, and it has not reconciled the gross repayment amount ($327,158) demanded by DSS with its records. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. does not agree with DSS's interpretation of 48, CFR Part 31, cost principles for commercial organizations, relating to limitations on related party leases and has filed a Petition for Declaratory and Money Judgment. COMMUNITY INDEPENDENT SYSTEMS, INC. contends that 48 CFR Part 31 expressly allows the company recover all reasonable costs due to the fact that COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s affiliate, from which the data processing equipment was leased, Community Training, Management and Evaluation, lnc., had an established practice of leasing such equipment to an unrelated party. 
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NOTE 4 - RELATED PARTY TRANSACTIONS 
Exhibit I) Continued 

COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. leased computer equipment during the fiscal year ended June 30, 1997, from a company ovmed by the Executive Director of COMMUNITY INDEPENDENT L1VING SYSTEMS, INC. The leased computer equipment is used to help train participants of the Project Independence Programs located in Raceland, New Orleans, and Hammond, Louisiana. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. made lease payments to tile company totaling $88,325 for the fiscal year ended June 30, 1997. 
NOTE 5 - COMPENSATED ABSENCES Vacation and sick leave are earned by employees at varying rates from 8 to 16 hours per month depeudmg on length of service. A maxinmm of 24 hours of unused leave may be carried over at December 31. Accordingly, amounts related to such leave have been accrued at June 30, 1997. 
NOTE 6 - BOARD OF DIRECTORS COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. 's board of directors consists of two (2) members as of June 30, 1997. The President of the board resigned on May 18, 1990, and has not been replaced. One of the current board members is also a full-time employee of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. 
NOTE 7 - LOSS CONTINGENCY COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. is a defendant in a lawsuit filed by one of its former employees for alleged harassment. The suit asks for back pay, front pay, punitive damages, attorney fees, litigation expenses and other relief entitled to along with legal interest. The company believes the suit is completely without merit and intends to vigorously defend its position. The company has not established a contingency liability relating to this lawsuit in its fmancial statements. 
NOTE8-SUBSEQUENTEVENTS In a letter dated, October 14, 1997, the Louisiana Department of Social Services (DSS) infonned COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. that it has disallowed certain costs for related party data processing equipment leases that COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. was reimbursed for under the FIND Work Contracts from fiscal year 1991-92 through fiscal year 1996-97. DSS stated that under 48 CFR Part 31, cost principles fur commercial organizations, the reimbursement for data processing equipment leases that are considered to be between related parties is limited to the actual cost of the data processing equipment. DSS has made demand upon COMMUNITY INDEPENDENT 
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E Accounts receivable 
Accounts receivable represent fees for service contracts and cost-reimbursement contracts 
F. Property, equipment and depreciation 

Exhibit D Continued 

Property and equipment are recorded at cost. Depreciation is computed using the straight-line method over tile estimated service lives of the assets. 
NOTE 2 - PROPERTY AND EQUIPMENT Property and equ pment related serv ce lives and accunmlated depreciation at June 30, ! 997 are as follows Estimated Service Lives Furniture and equipment Vehicles Property and equipment Less: accumulated depreciation 
Total Property arid equipment 

8 years 9-11 years $ 78,127 71.509 $149,635 7L2L32~9 
$ 72~315 Depreciation expense was $17,272 for the year ended June 30, 1997 

NOTE 3 - ECONOMIC DEPENDENCY During the year euded June 30, 1997, the company received a significant portion of its revenues through the State of Louisiana. The amounts applicable to the year ended June 30, 1997 are as follows: 
Receivable, beginning of year Revenues earned and invoiced Collections Receivable, end of year 

$ 168,340 1,256,958 
_* 179j29 
-7 



COMMUNITY INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, Louisiana OTES TO FINANCIAL STATE/VlENTS June 30, 1997 NOTE I - SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES A Natnre of Activities 

Exhibit D 

COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. is a hmnan service provider corporation. The company provides case management, independent living skills and counseling to individuals in the community including, but not limited to the following: develop job skills, develop personal and work adjustment, provide, develop and promote employment opportunity promote independent learning skills 
B. Financial statements The accompanying financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. have been prepared on the accrual basis of accounting. Accordingly, revenues are recognized when earned and expenses are recognized when incurred. 
C. Income Tax Status 

The provision for income tax expense for the period ended June 30, 1997 was $607. The deferred tax liability at June 30, 1997 was $2,049, which represents a future tax liability to the organization caused by timing differences between income and expenses reported for tax purposes and income and expenses reported under generally accepted accounting principles. 
D. Investments 
Investments are presented ill the Financial statements at the lower of cost or market -6- 



Exhibit C COMMUNITY INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, Louisiana STATEMENT OF CASH FLOWS 
For the year ended June 30, 1997 CASH FLOWS FROM OPERATING ACTIVITIES Net income Adjustments to reconcile net income to net cash provided by operating activities: Depreciation Change in operating assets and liabilities: Accounts receivable Prepaid expenses Travel advances Accounts payable Wages payable Insurance premiums payable Accrued payroll taxes Dele~re~ tax Due DSS, Ofc. of Family Support Income tax payable Net cash provided by operating activities CASH FLOWS FROM INVESTING ACTIVITIES Equipment acquisitions Net increase (decrease) in cash and cash equivalents 

CASH AND CASH EQUIVALENTS Beginning of year End o{ year 

The accompanying notes are an integral part of this statement -5+ 

($113,240) 
17.272 (9,193) (24,335) (3,090) 408 (1,261) (6,774) (2,779) (27,419) 229,666 ____ (23,132)+ 36.123 
0 
36.123 
343.765 
$379,888 



Exhibit B COMMUNITY INDEPENDENT LIVING SYSTEMS, INC Baton Rouge, Louisiana STATEMENT OF REVENUES, EXPENSES AND CHANGES IN EQUITY For the year ended June 30, 1997 Revenues Client services Gain of sale of investments Interest and dividends Total revenues Expenses Salaries and related benefits Professional services Office supplies Operating expenses Travel Advertising Telephone and utilities Building and furniture rent Equipment rent Insurance Dues and subscriptions Maintenance and repairs Payroll taxes Depreciation Miscellaneous 
Total expenses Excess revenues over expenses Less: Extraordinary item - disallowed costs by the LA. Dept. of Social Services Income tax expense 
Net income Equity at beginning of year Equity at end of year 
The accompanying notes are an integral part of this statement. -4- 

$1,256,958 $18,442 5.572 
1.280.972 
590,594 13,325 40,838 62,367 20,468 180 46,285 222,238 84,893 10,581 912 2,706 47,610 17,272 1,268 1,161.537 
$119.435 
(232,068) (60jl (113,240) 517.592 $404.352 



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

ASSETS CURRENI Cash Investments Prepaid expenses Travel advances Accounts receivable Total current assets 

BALANCE SHEET 

PROPERTY AND EQUIPMENT Equipment Less: Accumulated Depreciation Total property and equipment Total assets 

Current Liabilities 

June 30. 1997 

LIABILITIES AND EQUITY 
Due DSS Ofc. of Family Support for disallowed costs Accounts payable Wages payable Accrued payroll taxes payable Income tax payable Deferred income tax 
Total current liabilities Equity Total liabilities and equity 

The accompanying notes are an integral part of this statement 
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$136,083 243,805 24,335 3.090 179.120 586.433 
149,635 _ (77,320~ 72.315 $658.748 

$232,068 3,116 8,930 2,888 5.345 2.049 
254,396 404.352 $658.748 



1 was unable to obtain a response from the company's counsel to my inqniry regarding a discussion or evaluation of the contingent liability from a lawsuit filed by a former employee as described in Note 7. la my opiuion, except for the effects of any adjustments and additional disclosures that might have resulted if the scope of my examination had not been limited by my inability to obtain satisfactory evidence relating to the actual cost of the data processing equipment leased from a related party, and the contingent liability for the lawsuit filed against COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. by a former employee, the financial statements referred to above present fairly, in al~ material respects, the finm~cial position of COMMUNITY INDEPENDENT L1VING SYSTEMS, INC. at June 30, 1997, m~d the results of its operaiions and its cash flows for the years then ended, in conformity with generally accepted accounting principles. My audit was made for the purpose of fonning an opiniou on tire general purpose financial statements of the company taken as a whole. The accompanying Schedule of Federal Financial Assistance is presented for purposes of additional analysis and is not a required part of the financial statements of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. Such information has been subjected to the auditing procedures applied in the audit of the general purpose financial statements and, ira my opinion, is fairly stated, in all material respects, in relation to file general purpose financial statements taken as a whole. lu accordance with Government Auditin~dards., I have also issued a report dated December 31, 1997, on my consideration of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC.'s internal control over financial reporting and my tests of its compliance with certain provisions &laws, regulations and cow,tracts. Respectfully submitted 
Dale P. LeJetme Certified Public Accountant 
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Dale P. LeJeune, CPA 
December 31, 1997 

INDEPENDENT AUDITOR'S REPORT 
To the Board of Directors Community Indcpendent Living Systems, lnc 

6149 Mourning l)ovc ])live llaton Rouge, I .A 70817 Phone: (504) 753-1957 

1 have audited tile acoompanying balance sheet of COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. as of June 30, 1997, and tile related statements of revenues, expenses and changes in equity, and cash flows for the year theu ended. These financial statements are the responsibility of the company's management. My responsibility is to express an opinion on these financial statements based on my audit. 1 couducted my audit in accordance with generally accepted auditing standards and the standards for financial audits contained in Government Auditing Standards, issued by the Comptroller General of the United States. "lllose standards require that I plan and perfonn the audit to obtain reasonable assurance about whether the financial statements are free of material misstatement. An andit includes examining, oil 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 finaucial statement presentation. 1 believe that my audit provides a reasonable basis for my opiniou. As explained in Note 8, the Louisiana Department of Social Services (DSS) made demand upon COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. for the repa3anent of $327,158, as a result of certain overpayments made to COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. for leasing data processing equipment and software from a related party from fiscal year 1991-92 through fiscal year 1996- 97. DSS advised COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. that the repayment amount will be reduced by ttle actual purchase cost of the data processing equipment and software that was leased front the related party. To date, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. has not obtained all invoices to support the actual cost of the leased data processing equipment and software, and it has not reconciled the gross repayment amount ($327,158) demanded by DSS with its records. As explained in Note 8, an investigative report was issued by the Louisiana Office of State Inspector General, relating to these related party leases. The report estimated that the acquisition cost of the computers and software leased front the related party to be $95,090. COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. used that estimate to establish a contingent liability to DSS for $232,068 in its financial statement. As fuaher explained in Note 8, COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. believes the full cost &the related party leases should be allowed under the federal cost pfiuciples and has filed a Petition for Declaratory and Money Judgment. 
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COMMUNITY INDEPENDENT LIVING SYSTEMS, INC. Baton Rouge, Louisiana 
FINANCIAL REPORT June30,1997 

Dale P. LeJeune Certified Public Accountant 
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